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Market developments

Emerging-market (EM) assets performed well in February,
supported by favorable global macroeconomic conditions and
a rotation away from artificial intelligence (Al) and US assets
toward international markets. However, the rally faced chal-
lenges in March following the outbreak of war with Iran.

In February, global core rates declined, with US 10-year
yields falling 30 basis points (bps) to 3.9%. UK 10-year gilt
yields dropped similarly to 4.2%, and 10-year Bund yields fell
20bps to 2.6%. This reflected better-than-expected US infla-
tion data and a likely flight to safety ahead of the anticipated
attack on Iran. In the US, January consumer prices rose 0.2%
month-over-month, down from 0.3% the previous month and
below the expected 0.3%, reducing annual inflation to 2.4%
from 2.7% in December. US nonfarm payrolls exceeded ex-
pectations with 130,000 jobs added in January, double the
forecast, but February saw a surprising decline of 92,000 jobs
and a net two-month revision of -69,000. The consensus fore-
cast for US GDP growth in 2026 rose from 2.1% in January to
2.4% in February and 2.5% in early March.

The US Dollar Index rose 0.6% in February amid positive US
data and expectations, yet commodities continued to rally for
a second consecutive month. Brent oil prices increased 2.5%
ahead of US and Israeli attacks on Iran, while gold and cop-
per rose 7.9% and 1.4%, respectively. EM currencies also
gained 0.6% despite dollar strength. The market priced in an
additional rate cut by the US Federal Reserve (Fed) in Febru-
ary, totaling three expected cuts in 2026, but this was more
than fully reversed in early March following the onset of a
longer and more intense war against Iran than the market had
expected. The Fed is now expected to pause until at least
July or September.

In February, the US Supreme Court ruled against President
Donald Trump’s “reciprocal tariffs.” On February 24, the US
administration issued a new executive order imposing a 10%
global tariff for 150 days, potentially rising to 15%. Notably,
countries with large current account surpluses with the US,
previously facing higher tariffs, will see significant tariff reduc-
tions, though these may be temporary. This change is ex-
pected to benefit countries such as China, Vietnam, India, Sri
Lanka, Pakistan, and Brazil.

In March, market trends were disrupted during the first week
following the outbreak of war with Iran. Brent oil prices surged
nearly 20% to around USD 90 per barrel. European equities
(Euro Stoxx 50) lost all their year-to-date gains, falling 5.8% in

four days. EM equities declined 6.7% but remained positive
year-to-date. US 10-year yields rose 23bps in the first four
days of the month, reversing most of February’s bond rally, as
higher oil prices are expected to have meaningful inflationary
effects.

EM fixed income indices performed well in February despite
widening credit spreads and a strong dollar. The EMBIG Di-
versified gained 1.4% despite a 14bps spread widening,
driven by lower US Treasury yields boosting the longest-dura-
tion EM fixed income index. The CEMBI BD also did well ris-
ing by 0.9% on the month. And the local-currency GBI-EM
rose by 1.3%, notable given the strong dollar.

Hard-currency sovereign bonds (EMBIG Div) rose 1.4%,
matching the Bloomberg Global Aggregate index — LEGA-
TRUH. The investment-grade (IG) component gained 1.9%,
supported by lower US Treasury yields, while the high-yield
(HY) component increased 0.9% despite HY spreads widen-
ing by 20bps. The index showed resilience in early March, de-
clining 0.7% in the first four days, slightly better than the
Global Aggregate’s 0.8% drop. Latin America and EM Europe
led monthly gains at 1.5% each, while Africa lagged at 1.1%,
impacted more by HY spread widening.

Senegal (+8.4%) was the best-performing sovereign in Febru-
ary but the weakest over the past six months (-13.3%). These
distressed bonds rebounded strongly after the country con-
firmed it had sufficient funds to cover the amortization of its
2028 eurobond due this month. Additionally, regional debt is-
suances were heavily oversubscribed in February, indicating
Senegal may continue to muddle through without an Interna-
tional Monetary Fund (IMF) program, possibly through 2026.
While engagement with the IMF continues, we now believe a
program is unlikely without debt restructuring. The situation
remains fluid but restructuring or default seems unlikely be-
fore 2027.

Venezuela’s defaulted bonds rose another 4.8%, supported
by higher oil prices and positive cooperation with the US ad-
ministration. Bolivia (+2.9%) also performed well, as its new
government eliminated fuel subsidies and formalized the par-
allel exchange rate through an official central bank reference
rate. Exchange rate unification is expected in the coming
months, together with an IMF program and a likely return to
the eurobond market to address upcoming debt maturities.

IG sovereigns with long-dated curves performed well, sup-
ported by the US Treasury rally: Panama (+3.5%), Poland
(+2.3%), Chile (+2.3%), and Uruguay (+2.3%).
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Low-rated sovereigns (B- and CCC) underperformed last
month as some investors likely reduced risk ahead of the an-
ticipated attack on Iran, which ultimately occurred.

Argentina (-1.9%) was the weakest sovereign last month de-
spite positive developments, including labor reform approval,
some currency appreciation, and steady FX reserve pur-
chases by the central bank. Economy Minister Luis Caputo
stated they are not yet keen to return to the eurobond mar-
kets, opting instead to refinance through domestic issuance
and syndicated loans from international banks. Ethiopia also
fell 1.9% as bilateral partners deemed the eurobond restruc-
turing deal with bondholders as incompatible with the Com-
mon Framework’s equivalent treatment policy. The creditor
committee chose to sue in English court rather than renegoti-
ate, believing Ethiopia has sufficient capacity to repay its de-
faulted eurobond.

Gabon (-1.6%) declined after a strong January following the
announcement of a potential IMF program, though no formal
request has been made. The IMF mission was in the country
at the time of writing but has not issued a formal statement
yet. Liquidity in the CEMAC currency union remains tight, with
member states pressuring Gabon to adjust public finances
through an IMF program. Mozambique (-1.3%) also fell after a
negative IMF statement urging urgent fiscal adjustment.
Kenya dropped (-0.8%) due to stalled IMF program negotia-
tions, expected to continue during the IMF Spring Meetings.
Pakistan underperformed (-0.6%) amid ongoing conflict with
the Taliban government in Afghanistan.

Portfolio review

The average credit risk of the portfolio remained stable at
BBB-, the same average credit rating as the benchmark. We
added EUR-denominated bonds from Costa Rica and Indone-
sia at attractive spreads relative to their respective USD
curves. We increased exposure to Brazil with new sovereign
bonds, while reducing some corporate exposure. We also in-
creased exposure to the Dominican Republic and Uruguay
and purchased quasi-sovereign bonds in Panama. Con-
versely, we reduced quasi-sovereign and sovereign exposure
in Chile. In Colombia, we decreased exposure to EUR-de-
nominated sovereign bonds, and we moved shorter maturities
on the USD-curve. We also reduced exposure to Bulgaria and
Guatemala. In Africa, we reduced exposure to Ghana and
shifted to shorter bonds in Kenya. Additionally, we reduced
exposure to financials in Uzbekistan and sold some suprana-
tional bonds. Overall, we slightly decreased the portfolio's av-
erage modified duration, resulting in a modest underweight
relative to the benchmark.

Performance analysis

The fund outperformed its benchmark by 0.03% in February
(net, | 4share class). The outperformance was primarily driven
by country allocation, while the impact of bond selection was
neutral. Positive contributions came from the overweight posi-
tion in Senegal, where bonds performed well. The fund also

outperformed its benchmark through bond selection in Chile
and Turkiye. In Argentina, the position in longer bonds under-
performed shorter bonds, but it remains the segment of the
curve with a better risk/reward profile. The overweight posi-
tions in Colombia and Kenya detracted from relative perfor-
mance. Conversely, the fund benefited from underweight po-
sitions in Egypt (which is not investable due to the sustainabil-
ity framework) and the Philippines.

Outlook

The war against Iran has significantly increased market uncer-
tainty, as the duration and magnitude of the shock to the
global economy are proving to be greater than initially esti-
mated. The Strait of Hormuz is effectively closed, as insurers
refuse to cover the risk for vessels that typically transport
around 20% of global oil and LNG supplies. This has caused
Brent oil prices to rise by more than 25% in one week, surpas-
sing USD 90 per barrel, and increasing nearly 47% year-to-
date at the time of writing. While the US has proposed escort-
ing vessels and is currently developing a plan to provide in-
surance through the Development Finance Corporation
(DFC), this initiative is not yet operational. President Trump
and other officials have stated that the conflict will likely con-
tinue for four to five weeks or until their four objectives are
achieved: destroying Iran’s missile capabilities, its navy, its
ability to develop nuclear weapons, and its capacity to finance
terrorism abroad.

Although this is a 2022-style shock, characterized by simulta-
neous risk-off sentiment and inflationary pressures, which
would negatively impact both equities and bonds, it is likely to
be a relatively short conflict, unlike the multi-year invasion of
Ukraine by Russia. Therefore, we believe the relatively mild
market correction experienced so far is appropriate given the
conflict's temporary nature. A more prolonged war would cer-
tainly worsen the outlook, whereas a conflict lasting roughly a
month, followed by a swift resumption of oil transit and a re-
versal of the oil price spike, would align with a moderate mar-
ket correction, a relatively quick rebound, and a return to pre-
viously prevailing market trends: global economic resilience,
slow but orderly disinflation, and a rotation toward interna-
tional assets, including emerging market equities and fixed in-
come.

We would describe our approach to the current situation as a
careful balancing act, given the uncertainty about whether the
market will correct further, by how much, and when it will
begin to rebound. We are cautiously adding small amounts of
risk in selective market segments while simultaneously reduc-
ing risk in others and incorporating some portfolio hedges. We
remain relatively optimistic that the conflict is unlikely to last
much longer than US officials have suggested, considering
the severe consequences it could have on the global econ-
omy, as well as the physical supply constraints of ammunition.
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Fund characteristics

Fund name Vontobel Fund — Sustainable Emerging Markets Debt
ISIN LU2145396086

Share class | USD

Reference index J.P. Morgan ESG EMBI Global Diversified Index
Inception date 30.9.2020

Historical performance (net returns, in %)

Time period Fund Ref. index Time period Fund Ref. index
MTD 1.5% 1.5% 2025 14.1% 13.3%
YTD 2.5% 1.8% 2024 6.4% 5.7%
1 year 13.1% 12.2% 2023 11.0% 10.3%
3 yrsp.a. 10.9% 10.1% 2022 -20.0% -18.9%
5yrs p.a. 3.1% 21% 2021 3.7% -2.3%
10 yrs p.a. - - 2020 - -
ITD p.a. 4.2% 21% 2019 - -

2018 - -

2017 - -

2016 - -

Past performance is not a reliable indicator of current or future performance.

Performance data does not take into account any commissions and costs charged when shares of the fund are issued and redeemed, if
applicable. The return of the fund may go down as well as up, e.g. due to changes in rates of exchange between currencies. The value
of the money invested in the fund can increase or decrease and there is no guarantee that all or part of your invested capital can be
redeemed.

Investment risks

— Using derivatives generally creates leverage and entails valuation risks and operational risks. Leverage magnifies gains
but also losses. Over-the-counter derivatives involve corresponding counterparty risks.

—  Asset-backed and mortgage-backed securities, and their underlying receivables are often intransparent. The sub-fund
may also be subject to a higher credit and/or prepayment risk.

— CoCo-Bonds may entail significant risks such as coupon cancellation risk, capital structure inversion risk, call extension
risk.

—  Securities with a lower credit quality means a higher risk that an issuer may fail to meet its obligations. The investment
value may fall if an issuer's credit rating is downgraded.

— Distressed securities have a higher credit and liquidity risk as well as uncertainty in any potential bankruptcy proceed-
ings.

—  The sub-fund also includes sustainability criteria in its investment process. This may mean that the sub-fund's perfor-
mance is more positive or negative than a conventionally managed portfolio.

— Investments in emerging markets entail increased liquidity and operational risks as these markets tend to be underde-
veloped and more exposed to political, legal, tax and foreign exchange control risks.

—  The sub-fund’s investments may be subject to sustainability risks. The sustainability risks that the sub-fund may be sub-
ject to are likely to have an immaterial impact on the value of the sub-fund’s investments in the medium to long term
due to the mitigating nature of the sub-fund’'s ESG approach. The sub-fund’s performance may be positively or nega-
tively affected by its sustainability strategy. The ability to meet social or environmental objectives might be affected by
incomplete or inaccurate data from third-party providers. Information on how environmental and social objectives are
achieved and how sustainability risks are managed in this sub-fund may be obtained from vontobel.com/sfdr.
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Important legal information

This marketing document was produced by one or more compa-
nies of the Vontobel Group (collectively “Vontobel”) for institu-
tional clients, for distribution in AT, CH, DE, ES, FI, FR, IT, LI, LU,
NO, SE.

This document is for information purposes only and does not con-
stitute an offer, solicitation or recommendation to buy or sell
shares of the fund/fund units or any investment instruments, to ef-
fect any transactions or to conclude any legal act of any kind
whatsoever. Subscriptions of shares of the fund should in any
event be made solely on the basis of the fund’s current sales pro-
spectus (the “Sales Prospectus”), the Key (Investor) Information
Document (“K(1)ID”), its articles of incorporation and the most re-
cent annual and semi-annual report of the fund and after seeking
the advice of an independent finance, legal, accounting and tax
specialist. This document is directed only at recipients who are
institutional clients, such as eligible counterparties or professional
clients as defined by the Markets in Financial Instruments Di-
rective 2014/65/EC (“MiFID”) or similar regulations in other juris-
dictions, or as qualified investors as defined by Switzerland’s Col-
lective Investment Schemes Act (“CISA”).

Neither the fund, nor the Management Company nor the Invest-
ment Manager make any representation or warranty, express or
implied, with respect to the fairness, correctness, accuracy, rea-
sonableness or completeness of an assessment of ESG research
and the correct execution of the ESG strategy. As investors may
have different views regarding what constitutes sustainable in-
vesting or a sustainable investment, the fund may invest in issu-
ers that do not reflect the beliefs and values of any specific inves-
tor.

Past performance is not a reliable indicator of current or fu-
ture performance.

Performance data does not take into account any commissions
and costs charged when shares of the fund are issued and re-
deemed, if applicable. The return of the fund may go down as well
as up, e.g. due to changes in rates of exchange between curren-
cies. The value of the money invested in the fund can increase or
decrease and there is no guarantee that all or part of your in-
vested capital can be redeemed.

Interested parties may obtain the above-mentioned documents
free of charge from the authorized distribution agencies and from
the offices of the fund at 49 Avenue J.F. Kennedy, L-1855 Lux-
embourg, the facilities agent in Austria: Erste Bank der oester-
reichischen Sparkassen AG, Am Belvedere 1, A-1100 Vienna, the
representative in Switzerland: Vontobel Fonds Services AG,
Gotthardstrasse 43, 8022 Zurich, the paying agent in Switzerland:
Bank Vontobel AG, Gotthardstrasse 43, 8022 Zurich, the Euro-
pean facilities agent for Germany: PwC Tax and Advisory, So-
ciété coopérative - GFD, 2, rue Gerhard Mercator, L-2182 Luxem-
bourg, Email: lu_pwc.gfd.facsvs@pwc.com, gfdplatform.pwec.lu/fa-
cilities-agent/, the information agent in Liechtenstein: LLB Fund
Services AG, Aulestrasse 80, FL-9490 Vaduz. Refer for more in-
formation on the fund to the latest prospectus, annual and semi-
annual reports as well as the key (investor) information docu-
ments (“K(1)ID”). These documents may also be downloaded from
our website at vontobel.com/am. A summary of investor rights (in-
cluding information on representative actions for the protection of
the collective interests of consumers under EU Directive

2020/1828) is available in English under: vontobel.com/vamsa-in-
vestor-information. Vontobel may decide to terminate the arrange-
ments made for the purpose of marketing its collective investment
schemes in accordance with Article 93a of Directive 2009/65/EC.
Finland: The KID is available in Finnish. The KID is available in
French. The fund is authorized to the commercialization in
France. Refer for more information on the funds to the KID. Italy:
Refer for more information regarding subscriptions in Italy to the
Modulo di Sottoscrizione. For any further information: Vontobel
Asset Management S.A., Milan Branch, Piazza degli Affari 2,
20123 Milano, telefono: 0263673444, e-mail: clientrela-
tion.it@vontobel.com. Norway: The KID is available in Norwe-
gian. In Spain, funds authorized for distribution are recorded in
the register of foreign collective investment companies maintained
by the Spanish CNMV (under number 280). The KID can be ob-
tained in Spanish from Vontobel Asset Management S.A., Sucur-
sal en Espafa, Paseo de la Castellana, 91, Planta 5, 28046 Ma-
drid. Sweden: The KID is available in Swedish.

This document is not the result of a financial analysis and there-
fore the “Directives on the Independence of Financial Research”
of the Swiss Bankers Association are not applicable. Vontobel
and/or its board of directors, executive management and employ-
ees may have or have had interests or positions in, or traded or
acted as market maker in relevant securities. Furthermore, such
entities or persons may have executed transactions for clients in
these instruments or may provide or have provided corporate fi-
nance or other services to relevant companies.

Any index referred to herein is the intellectual property (including
registered trademarks) of the applicable licensor. Any product
based on an index is in no way sponsored, endorsed, sold or pro-
moted by the applicable licensor and it shall not have any liability
with respect thereto. Refer to am.vontobel.com/terms-of-licenses
for more details.

Although Vontobel believes that the information provided in this
document is based on reliable sources, it cannot assume respon-
sibility for the quality, correctness, timeliness or completeness of
the information contained in this document. Except as permitted
under applicable copyright laws, none of this information may be
reproduced, adapted, uploaded to a third party, linked to, framed,
performed in public, distributed or transmitted in any form by any
process without the specific written consent of Vontobel. To the
maximum extent permitted by law, Vontobel will not be liable in
any way for any loss or damage suffered by you through use or
access to this information, or Vontobel’s failure to provide this in-
formation. Our liability for negligence, breach of contract or con-
travention of any law as a result of our failure to provide this infor-
mation or any part of it, or for any problems with this information,
which cannot be lawfully excluded, is limited, at our option and to
the maximum extent permitted by law, to resupplying this infor-
mation or any part of it to you, or to paying for the resupply of this
information or any part of it to you. Neither this document nor any
copy of it may be distributed in any jurisdiction where its distribu-
tion may be restricted by law. Persons who receive this document
should make themselves aware of and adhere to any such re-
strictions. In particular, this document must not be distributed or
handed over to US persons and must not be distributed in the
USA.
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Vontobel Asset Management AG
Gotthardstrasse 43, 8022 Zirich
Switzerland

T +41582837111
info@vontobel.com | vontobel.com/am
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