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Market developments

Welcome back from summer, when the summer was much better than expected in terms of spread tightening and when Q2
earnings were generally better than anticipated too. Companies did take measures (e.g. dividends cuts, capex cuts, and asset
sales) to soften the impact from Covid-19, and the better earnings results were coincident with more positive revisions in one-
year forward earnings expectations making the outlook brighter. Indeed, over the summer, four-week rolling EPS (earnings per
share) positive revisions, as a percentage of total revisions, continued to improve to above 50 in the European Area (EA) and
70 in the US indicating that there are more EPS upgrades than downgrades. This is what is to be expected from improving driv-
ers of market cycles as we transition to a mid-stage bull market or recovery stage by the end of the year. But returning to credit
spreads in our market, whilst we would have expected them to remain range bound in August, they actually continued to per-
form strongly. Senior industrial bonds narrowed 12 to 15 basis points on average whilst subordinated instruments and BBs
tightened by up to 30 to 35 bps. Sector wise the outperformers were cyclicals and transportation, with sub financials also per-
forming well. Over the summer, periphery credits were well supported outperforming core Europe.

It is then no coincidence that the positive spread and earnings performance mentioned above is in line with the notion of shifting
cycle drivers introduced at the beginning of the summer. We are transitioning through the credit cycle faster than anticipated
and the magnitude of the recovery will likely gain speed to exceed expectations. In the EA, the news of the European Recovery
Fund as reported previously is tantamount to early debt mutualisation steps with significant benefits for southern or periphery
economies as it will help avoid leaving a permanent scar on these economies. In the US, we now have no doubt that the recov-
ery cycle will gain further traction by the end of 2020 after the US Federal Reserve and Chairman Powell released early, at their
Jackson Hole Symposium, their revised statement on their “Longer Run Goals and Monetary Policy Strategy”. The “swoosh”
shaped recovery should hence transition us into a mid-stage bull market or recovery stage that should continue to be supportive
of credit spreads at least until the year-end. The key drivers being both fiscal and monetary support even as economies recover,
and vaccine research developments that would create upside potential to Covid-19. The excess liquidity in the system is to con-
tinue to trump global risks, including the US election risks, which for us would only induce a bit of short-term volatility and not
threaten the recovery.

Of keynote during the month of August, was the speech by Mr. Powell at their annual Jackson Hole Symposium that was held in
a virtual mode this year. The opening remarks are of key importance as it establishes the direction of the Fed’s monetary policy
for at least 12 months and beyond. Chairman Powell delivered revisions to the Longer Run Goals that were extremely dovish
and likely to support the recovery.

This year’'s Symposium is now confirming that the Fed is worried by the lack of inflation and our labelling of Era 3 as the “Miss-
ingflation Era” is all the more appropriate today (you will recall last year’'s Symposium when Mr. Powell introduced the 3 Eras of
Monetary Policy with the third Era starting in 2010 that remained without a label). Indeed, at this years’ Symposium, the Fed
announced that it is pivoting its inflation strategy from a 2% forward looking symmetric inflation target, to targeting 2% inflation
on average “over time”. They think that this will better articulate their inflation goal and will support better economic growth and
job creation. Their pursuit of average inflation at 2% means that the Fed plans to keep interest rates at zero until inflation
reaches on average 2%, and is sustained at that level for quite some years. Looking back at the past, their projections for Per-
sonal Consumption Expenditures Inflation had been below 2% in a persistent manner since 2012, and one can imagine that the
Fed will refrain from raising interest rates for quite some time even if inflation overshoots above 2% for some years. By our
count there may not be any interest rate hikes keeping rates at the Effective Lower Bound (ELB or zero) in the US until 2024.
This assumes that the recovery plateaus sometime in 2022 with the Fed allowing inflation to overshoot above 2% for a couple of
years to ensure that it is sustainable. Their notion of average inflation over time would allow for that, especially as their inflation
projections experienced periods of persistent undershoot since 2012. Along such rates and inflation policy, the Symposium
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opened the door to an Enhanced Quantitative Purchasing Programme that could include an extension of the duration of pur-
chases that will definitely be supportive of the recovery and spreads on a sustained basis. This could be announced as early as
the September FOMC meeting.

On the upside potential to Covid-19, there are many last phase trials and the number of deaths and intensive-care admissions
have not risen materially suggesting that current distancing and protection measures are efficient. We have most likely reached
an inflection point to Covid-19 with a higher probability today that some effective therapy will become available by end 2020.
Such therapy should be available for hospital treatment use first, with a vaccine widely available for the population in 2021. The
Astra-Zeneca/Oxford joint venture is the most promising one, and would deliver further upside potential to both the US and EA
economic and credit cycles.

Portfolio review

We expect to see low rates for an extended period especially as the Fed now transitions from Stabilisation to Accommodation
following Jackson Hole. Thus, we have increased our exposure in longer dated bonds in euro and US dollar (currency hedged).
Names we have added include BP, VOD, and KKR for example. The hunt for yield still makes corporate hybrids attractive and
we participated in the new Vodafone issuance in August.

We will continue to moderately increase our position in longer dated corporate bonds in the coming months and see this strat-
egy as one of the key performance drivers for the second half of 2020 and 2021. In general, spread products should remain well
supported on the back of central bank accommodation, sustained hunt for yield and expectation for net negative new issuance
in euro-denominated corporate bonds (‘bond scarcity’).

Our sector preferences remain valid and we see value in real estate, banking, financial services, insurance (subordinated), and
telecom (hybrids) and remain overweight on a risk-adjusted basis. Our BB exposure is stable around 16% that should be very
supportive. On average, the BB rated senior bucket trades at an OAS spread of 325 bps while our ICE BofA EUR A-BBB refer-
ence index trades at an OAS spread of 120 bps and we see selective BB as a valuable addition to our fund.

Performance analysis
The Vontobel Fund - Euro Corporate Bond Mid Yield (I share class) outperformed the reference index over the month of August.
Credit spreads continued to tighten for the fifth consecutive month and new issue activity only picked up towards end of August.

Sector wise, main performance contributors were insurance, transportation, and energy. Government curves steepened towards
the latter part of August, however in aggregate, our government bond exposure (cash equivalent) contributed positively to per-
formance. The relative underweight in healthcare, consumer goods and basic industry contributed negatively.

Selection-wise, our exposure in subordinated financials (e.g. Belfius AT1, Intesa AT1, and Legal & General Sub) was a strong
performance driver as well as the recent MTU Aero new issuance, short-dated Hammerson bonds and Avolon senior bonds that
continued to tighten. These were all heavily hit sectors during the sell-off. Telecom lItalia — a name we have liked for some time
— also performed well on the back of headlines around the creation of a single national network in Italy.

Outlook

Spreads have continued to tighten throughout summer and with central banks around the world continuing to buy, the technical
bid is very strong and comes on the back of decent earnings data. We expect these drivers for credit spreads to remain in place
for some time and feel confident, that our view has just been confirmed by Jeréme Powell at the last Jackson Hole meeting. Any
recession experienced should be temporary and short-lived, and we would not be surprised if 2021 sees solid economic growth
in the mid-single digits. Such backdrop together with the shifting cycle drivers should sustain further spread tightening.

European credit spreads should hence represent the base for good yield and carry income for some time to come. We see per-
formance catalysts in BBBs and BBs, peripheral national champions, cyclical sectors, real estate, telecom, and banking/insur-
ance — senior as well as subordinated structures — where some spread pickup is available.

The tremendous liquidity from all central bank actions will stay in the markets for some time. We believe that corporate bonds
will become the next ‘government bonds’ where investors see value on the back of acceptable risk. There are opportunities
around, especially after the recent sell-off and in those sectors where spreads have not recovered to pre-crisis levels yet and
where we expect them to do so over time. Some hard hit sectors like aviation, real estate, and retail now offer selective opportu-
nities with attractive spread pickup. Besides single-name strategies, we believe in the performance-potential for longer dated
bonds and our usual key performance drivers in the form of subordinated structures.
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Performance (in %)

Net returns Rolling 12-month net returns

EUR Fund Index Start date End date Fund Index
MTD 0.5 0.2 01.09.2019 31.08.2020 0.2 -0.9
YTD 0.6 0.3 01.09.2018 30.08.2019 8.0 6.8
2019 8.8 6.6 01.09.2017 31.08.2018 -0.9 0.1
3 years p.a. 2.3 2.0 01.09.2016 31.08.2017 2.0 0.8
5 years p.a. 3.0 2.7 01.09.2015 31.08.2016 6.2 6.8
10 years p.a. 4.7 3.6 Index: ICE BofAML A-BBB Euro Corporate Index

Since launch 4.3 4.0

p.a.

Launch Date 13.07.2007 Share class: |

ISIN: LUO278087860

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 due to changes in the rates of exchange between currencies.

Disclaimer

This marketing document was produced by one or more companies of the Vontobel Group (collectively "Vontobel") for institu-
tional clients, for distribution in AT, CH, DE, ES, FI, FR, GB, IT, LI, LU, NL, NO, PT, SE, SG (Professional Investors only).

This document is for information purposes only and does not constitute an offer, solicitation or recommendation to buy or sell
shares of the fund/fund units or any investment instruments, to effect 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 (“KIID”), 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 profes-
sional clients as defined by the Markets in Financial Instruments Directive 2014/65/EC (“MiFID”) or similar regulations in other
jurisdictions, or as qualified investors as defined by Switzerland’s Collective Investment Schemes Act (“CISA”).

In particular, we wish to draw your attention to the following risks: Investments in the securities of emerging-market countries
may exhibit considerable price volatility and — in addition to the unpredictable social, political and economic environment — may
also be subject to general operating and regulatory conditions that differ from the standards commonly found in industrialized
countries. The currencies of emerging-market countries may exhibit wider fluctuations. Investments in riskier, higher-yielding
bonds are generally considered to be more speculative in nature. These bonds carry a higher credit risk and their prices are
more volatile than bonds with superior credit ratings. There is also a greater risk of losing the original investment and the associ-
ated income payments. Investments in derivatives are often exposed to the risks associated with the underlying markets or fi-
nancial instruments, as well as issuer risks. Derivatives tend to carry more risk than direct investments. Investment universe
may involve investments in countries where the local capital markets may not yet qualify as recognized capital markets. Money
market investments are associated with risks of a money market, such as interest rate fluctuations, inflation risk and economic
instability.

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 re-
deemed, if applicable. The return of the fund may go down as well as up 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
invested 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 11-13 Boulevard de la Foire, L-1528 Luxembourg, the paying agent in Austria Erste Bank der oes-
terreichischen Sparkassen AG, Graben 21, A-1010 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
paying agent in Germany: B. Metzler seel. Sohn & Co. KGaA, Grosse Gallusstrasse 18, 60311 Frankfurt/Main, the paying agent
in Liechtenstein: Liechtensteinische Landesbank AG, Stadtle 44, FL-9490 Vaduz. Refer for more information on the fund to the
latest prospectus, annual and semi-annual reports as well as the key investor information documents (“KIID”). These documents
may also be downloaded from our website at vontobel.com/am.In Spain, funds authorized for distribution are recorded in the
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register of foreign collective investment companies maintained by the Spanish CNMV (under number 280). The KIID can be
obtained in Spanish from Vontobel Asset Management S.A., Spain Branch, Paseo de la Castellana, 95, Planta 18, E-28046
Madrid or electronically from atencionalcliente@vontobel.es. The KIID is available in Finnish. The KIID is available in French.
The fund is authorized to the commercialization in France since 29-DEC-17. Refer for more information on the funds to the Doc-
ument d’Information Clé pour I'Investisseur (DICI). The funds authorized for distribution in the United Kingdom can be viewed in
the FCA register under the Scheme Reference Number 466625. This information was approved by Vontobel Asset Manage-
ment SA, London Branch, which has its registered office at Third Floor, 22 Sackville Street, London W1S 3DN and is authorized
by the Commission de Surveillance du Secteur Financier (CSSF) and subject to limited regulation by the Financial Conduct Au-
thority (FCA). Details about the extent of regulation by the FCA are available from Vontobel Asset Management SA, London
Branch, on request. The KIID can be obtained in English from Vontobel Asset Management SA, London Branch, Third Floor, 22
Sackville Street, London W1S 3DN or downloaded from our website vontobel.com/am. 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 3, 20123 Milano, telefono: 0263673444, e-mail clientrelation@vontobel.it. The Fund and its subfunds
are included in the register of Netherland's Authority for the Financial Markets as mentioned in article 1:107 of the Financial
Markets Supervision Act (“Wet op het financiéle toezicht”). The KIID is available in Norwegian. Please note that certain sub-
funds are exclusively available to qualified investors in Andorra or Portugal. The KIID is available in Swedish. The fund and its
subfunds are not available to retail investors in Singapore. Selected subfunds of the fund are currently recognized as restricted
schemes by the Monetary Authority of Singapore. These subfunds may only be offered to certain prescribed persons on certain
conditions as provided in the “Securities and Futures Act”, Chapter 289 of Singapore. The fund is not authorized by the Securi-
ties and Futures Commission of Hong Kong. It may only be offered to those investors qualifying as professional investors under
the Securities and Futures Ordinance. The contents of this document have not been reviewed by any regulatory authority in
Hong Kong. You are advised to exercise caution and if you are in any doubt about any of the contents of this document, you
should obtain independent professional advice. This information was approved by Vontobel Asset Management Asia Pacific
Ltd., which has its registered office at 1901 Gloucester Tower, The Landmark 15 Queen’s Road Central, Hong Kong.

This document is not the result of a financial analysis and therefore the “Directives on the Independence of Financial Research”
of the Swiss Bankers Association are not applicable. Vontobel Asset Management AG, its affiliates and/or its board of directors,
executive management and employees 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 finance or other services to relevant companies.

The MSCI data is for internal use only and may not be redistributed or used in connection with creating or offering any securi-
ties, financial products or indices. Neither MSCI nor any other third party involved in or related to compiling, computing or creat-
ing the MSCI data (the “MSCI Parties”) makes any express or implied warranties or representations with respect to such data
(or the results to be obtained by the use thereof), and the MSCI Parties hereby expressly disclaim all warranties of originality,
accuracy, completeness, merchantability or fithess for a particular purpose with respect to such data. Without limiting any of the
foregoing, in no event shall any of the MSCI Parties have any liability for any direct, indirect, special, punitive, consequential or
any other damages (including lost profits) even if notified of the possibility of such damages.

Although Vontobel believes that the information provided in this document is based on reliable sources, it cannot assume re-
sponsibility 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 information. Our liability for negligence,
breach of contract or contravention of any law as a result of our failure to provide this information 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 information 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 distribution may be restricted by
law. Persons who receive this document should make themselves aware of and adhere to any such restrictions. In particular,

this document must not be distributed or handed over to US persons and must not be distributed in the USA.
Vontobel Asset Management AG

Gotthardstrasse 43, 8022 Zirich

Switzerland

T +41 58 283 71 11, info@vontobel.com

vontobel.com/am
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