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Market developments

The fourth quarter (Q4) of 2025 was marked by a combination
of important geopolitical breakthroughs, late-cycle macro sig-
nals, and a gradual shift in global monetary policy, which to-
gether supported risk assets and drove strong performance in
emerging market fixed income, particularly in high-yield and
frontier segments.

From a macroeconomic perspective, in the US, Q4 confirmed
a clear disinflationary trend alongside a softening labor mar-
ket. The US central bank Fed cut its key interest rate in Octo-
ber and December, by 25 basis points (bps) each to a range
of 3.5-3.75%. While its easing cycle progressed, its communi-
cation remained cautious. lts December decision was per-
ceived as restrictive, given dissent within the committee and
guidance suggesting a likely pause until at least April 2026.
US economic data deteriorated gradually through Q4: unem-
ployment rose from 4.4% in September to 4.6% in November,
while cumulative non-farm payrolls declined across October
and November. In contrast, inflation surprised to the down-
side, with headline and core inflation falling to 2.7% year on
year and 2.6% by December, below market expectations.
Geopolitical and political developments were unusually sup-
portive for risk sentiment. October set the tone with several
de-escalatory events, including a US-brokered peace agree-
ment between Israel and Hamas, a temporary US-China trade
truce with partial tariff rollbacks, and renewed US engage-
ment across Asia and Latin America aimed at countering
China’s influence. In Latin America, President Milei’s strong
midterm victory in Argentina reinforced confidence in policy
continuity, fiscal discipline, and reform momentum. These de-
velopments helped underpin emerging market (EM) risk appe-
tite, despite ongoing geopolitical fragilities and targeted sanc-
tions, notably against Russian oil exporters, which added vol-
atility to energy markets without materially tightening global
supply.

Global asset markets delivered positive but uneven perfor-
mance during Q4. Equity markets experienced sharp volatility
in November — driven by concerns around US mega-cap
stock valuations and exuberance related to artificial intelli-
gence (Al) — but recovered into year-end, with global equities
finishing modestly higher. EM equities significantly outper-
formed developed markets, supported by improving macro
fundamentals and valuation catch-up. The US dollar (USD)
weakened modestly, reflecting narrowing rate differentials and
improved global risk appetite. Commodities showed mixed

performance: Industrial metals rallied strongly, led by copper
on supply constraints and optimism around global trade, while
precious metals continued to benefit from declining real rates
and geopolitical hedging demand. Oil prices trended lower
overall, as expectations of a sizeable global supply surplus in
2026 outweighed geopolitical risks and supply management
efforts by the Organization of the Oil Exporting Countries and
their allies (OPECH+).

Country-level performance was dominated by high-beta and
frontier sovereign bonds, supported by spread compression
amid improving political visibility, International Monetary fund
(IMF) engagement, and strong demand for carry. Argentina
was the clear standout following President Javier Milei’s deci-
sive midterm victory, which reinforced policy continuity and
fiscal discipline. Progress on macro stabilization — including
approval of the 2026 zero-deficit budget, increased foreign ex-
change flexibility, and a repurchase agreement (repo) worth
USD 3 billion to manage near-term repayments — drove sus-
tained outperformance across the curve into year-end. Sev-
eral frontier African credits also performed strongly. Ivory
Coast benefited from a successful IMF review, a stable mac-
roeconomic outlook, and a third BB rating, while Cameroon
outperformed following peaceful elections that reduced politi-
cal risk premia. Kenya rallied on expectations of resumed IMF
negotiations in early 2026. Rating momentum remained sup-
portive, with upgrades or additional investment grade (IG) rat-
ings for countries such as Paraguay and Oman, contributing
to further spread compression in high-yield sovereign bonds.
By contrast, selected credits underperformed due to fiscal and
funding concerns. Senegal weakened following multiple rating
downgrades and weak auction demand, though performance
partially reversed toward year-end after a successful West Af-
rican Economic and Monetary Union (WAEMU) bond issu-
ance and renewed IMF discussions. Peru also lagged late in
Q4 amid uncertainty surrounding quasi-sovereign PetroPeru
and political opposition to proposed asset restructuring. EM
hard-currency corporate bonds posted positive but more
muted returns, with higher dispersion than sovereign bonds.
Performance was driven mainly by carry and selective spread
tightening, as higher US Treasury yields limited upside. High-
yield corporate bonds modestly outperformed investment
grade paper. Several idiosyncratic events underscored the im-
portance of issuer selection. In China, the sharp sell-off in
Vanke bonds highlighted renewed concerns around state sup-
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port for private developers. In Latin America, Brazilian corpo-
rates remained volatile, with contagion from capital structure
reviews at Braskem and Ambipar, while later in Q4, more de-
fensive actions by Suzano helped stabilize sentiment. In Cen-
tral and Eastern Europe, the Middle East and Africa
(CEEMEA), pressure persisted in stressed energy and
transport names such as Tullow Oil and Borr Drilling, partially
offset by selective positive developments, including balance-
sheet-driven expansion by Pegasus Airlines.

Portfolio review

During Q4, we actively repositioned the portfolio to capture
selective relative-value opportunities while continuing to man-
age maturity risk as the fund approaches its termination.

In this context, an increasing number of issuers moved proac-
tively to refinance and extend their debt profiles, creating op-
portunities to participate in tender offers at attractive levels.
Regarding corporate bonds, we took part in tender offers
launched by Turkish renewable company Aydem Yenilenebilir
and Chinese real estate developer NE Property. Regarding
sovereign bonds, the Republic of Kenya announced in Octo-
ber a tender offer to repurchase its outstanding USD 1bn
7.25% notes due 2028, aimed at actively managing its exter-
nal debt profile. We participated in the transaction.

We redeployed proceeds from these tenders selectively into
risk-adjusted opportunities, focusing exclusively on invest-
ments maturing ahead of the fund’s termination in October
2026. Within this framework, we initiated a position in Emaar
Properties, whose credit profile strengthened further in 2025
following upgrades to BBB+ by S&P and to Baa1 by Moody’s.
The upgrades reflected Emaar’s strong revenue backlog, rec-
ord presales, conservative leverage, and solid liquidity, sup-
ported by resilient demand in the real estate market of the
United Arab Emirates (UAE). We also increased exposure to
African Export-Import Bank, which continues to demonstrate
robust financial performance and balance-sheet resilience.
The bank delivered solid results for the nine months ended
September 2025, supported by strong capitalization and pru-
dent risk management. Exposure to Sasol was increased, re-
flecting management’s continued focus on debt reduction and
operational efficiency, with a stated objective of reducing net
debt below USD 3bn prior to resuming shareholder distribu-
tions. Finally, we continued to invest in the Indian renewable
energy sector, which continues to offer compelling risk-ad-
justed returns, supported by India’s accelerating energy tran-

sition and the sector’s substantial structural investment needs.

As of the end of Q4, we maintained our average rating of
BBB- and the portfolio offers a yield to maturity of 4.84%.

Performance analysis

The fund’s | (USD) share class delivered a +1.11% return in
Q4, with the NAV increasing from 106.72 to 107.90. Perfor-
mance was broad-based, with most holdings contributing pos-
itively. Petréleos Mexicanos (Pemex) and Tunisian Republic
were the top contributors, while Kosmos Energy was the main
detractor, following negative financial results in the third quar-
ter and a price drop in Brent oil.

Outlook

We remain confident that risk assets, including EM fixed in-
come, will perform well in 2026. Although valuations are less
attractive than six months ago, several factors support our op-
timism: Trade uncertainty has eased, with most agreements

settled, tariff rates having peaked, and remaining deals likely
to materialize or receive US exemptions, as with Brazil. While
the US economy is slowing, recession risks seem lower, and
a rebound in the second half of 2026 is possible as the econ-
omy adjusts to higher tariffs.

The Trump administration’s reinforcement of the Monroe Doc-
trine is unlikely to trigger a risk-off event, as it primarily targets
smaller states like Venezuela, Lebanon, Iran, and Cuba, and
is unlikely to confront major powers such as China. While it
merits monitoring, it does not currently justify reducing risk.

In 2026, we expect the ongoing trends of EM sovereign rating
upgrades and renewed inflows into the asset class to continue
driving EM hard-currency bonds, as seen in the second half of
2025. These trends accelerated in Q4, causing further spread
compression, especially among low-rated sovereign bonds. In
Q4 alone, 16 benchmark sovereigns received credit rating up-
grades, some of them from multiple agencies, while only three
were downgraded — this marks the highest net upgrades in a
single quarter in over a decade.

Inflows into EM fixed income, a key driver of this year’s perfor-
mance, are expected to continue through 2026. in 2025, EM
fixed income attracted USD 31.8 billion, reversing the USD
27.1 billion outflows in 2024. However, the asset class experi-
enced outflows of USD 30.7 billion in 2023 and USD 90 billion
in 2022. These figures suggest that global allocations to EM
fixed income remain well below historical levels, leaving room
for further growth and strong demand for EM bonds. On the
supply side, sovereign net financing needs are projected to
decline in 2026, reducing gross issuance, while corporate
bond net supply is expected to remain negative for the fifth
consecutive year.

As we move into 2026, the current level of aggregate spreads
indicate limited room for further compression among sover-
eigns. Therefore, we favor corporate bonds, especially in the
high-yield segment. That said, we remain mindful of some-
what higher corporate risks amid the rapidly improving financ-
ing conditions for sovereign bonds, which have not yet bene-
fited corporate bonds in many countries.

EM local-currency bonds were the stellar outperformer of
2025 with a 19.3% total return in USD, nearly half of which re-
sulted from the USD decline in the first half of the year. Fac-
tors such as slower US growth expectations, narrower interest
rate differentials (with the Fed cutting rates more than other
central banks), reduced confidence in US institutions, and the
disinflationary effects of tariffs globally suggest a weaker USD
in 2026. However, the ongoing Al boom may attract capital to
US equities, potentially offsetting some US macroeconomic
weaknesses. The net impact of these opposing forces is un-
certain, so we expect the USD to remain range-bound or
weaken modestly in 2026, but not as sharply as in 2025.

EM local-currency bonds can still perform well, even with a
stable USD, as demonstrated in the second half of 2025. EM
local-currency bonds delivered a solid 6.2% return (12.9% an-
nualized) during this period, outperforming EM corporate
bonds (4.5% or 9.2% annualized) but trailing EM hard-cur-
rency sovereign bonds (8.2% or 17.1% annualized).
Currently, EM inflation dynamics look more favorable than
those in the US. Combined with healthy external accounts in
most EM countries, leading to foreign exchange reserve accu-
mulation, this should support EM currencies even with a rela-
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tively stable USD. Overall, we believe the current macroeco-
nomic environment remains favorable for this asset class, de-
spite our reduced conviction in a USD bear market compared
to a few months ago.

Fund characteristics

Fund name Vontobel Fund Il — Fixed Maturity Emerging Markets Bond 2026
ISIN LU2365110571

Share class I USD

Reference index -

Inception date 9.11.2021

Historical performance (net returns, in %)

Time period Fund Ref. index Time period Fund Ref. index
MTD 0.5% - 2024 9.7% -
YTD 7.2% - 2023 7.9% -
1 year 7.2% - 2022 -14.1% -
3 yrsp.a. 8.3% — 2021 — —
5yrs p.a. - - 2020 - -
10 yrs p.a. - - 2019 - -
ITD p.a. 1.9% - 2018 - -

2017 - -

2016 - -

2015 - -

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.

— 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.

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

— Distressed securities have a high credit and liquidity risk as well as a potential restructuring and litigation risk. In the
worst case, a total loss may result.

—  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.

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

— The sub-fund’s investments may be subject to sustainability risks. Information on 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, FR, GB, IT, LI,
LU, SG (Professional Investors only).

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”).

For products with the ESG SFDR Category Art. 6, the invest-
ments underlying this financial product do not take into account
the EU criteria for environmentally sustainable economic activi-
ties.

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 representative in Switzerland: Vontobel
Fonds Services AG, Gotthardstrasse 43, 8022 Zurich, the paying
agent in Switzerland: Bank Vontobel AG, Gotthardstrasse 43,
8022 Zurich, the facilities agent in Austria: Erste Bank der oester-
reichischen Sparkassen AG, Am Belvedere 1, A-1100 Vienna,
from the authorized distribution agencies and from the offices of
the fund at 49 Avenue J.F. Kennedy, L-1855 Luxembourg, the
European facilities agent for Germany: PwC Tax and Advisory,
Société coopérative - GFD, 2, rue Gerhard Mercator, L-2182 Lux-
embourg, Email: lu_pwc.gfd.facsvs@pwc.com, gfdplat-
form.pwc.lu/facilities-agent/, the European facilities agent for
France: PwC Tax and Advisory, Société coopérative - GFD, 2,
rue Gerhard Mercator, L-2182 Luxembourg, Email:
lu_pwec.gfd.facsvs@pwc.com, gfdplatform.pwc.lu/facilities-agent/,
from the information agent in Liechtenstein, LLB Fund Service
AG, Aulestrasse 80, 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 (“K(1)ID”).
These documents may also be downloaded from our website at
vontobel.com/am. A summary of investor rights (including infor-
mation on representative actions for the protection of the collec-
tive interests of consumers under EU Directive 2020/1828) is
available in English under: vontobel.com/vamsa-investor-infor-
mation. Vontobel may decide to terminate the arrangements
made for the purpose of marketing its collective investment
schemes in accordance with Article 93a of Directive 2009/65/EC.

The KID is available in French. The fund is authorized to the com-
mercialization in France. Refer for more information on the funds
to the KID. Italy: Refer for more information regarding subscrip-
tions in Italy to the Modulo di Sottoscrizione. For any further infor-
mation: Vontobel Asset Management S.A., Milan Branch, Piazza
degli Affari 2, 20123 Milano, telefono: 0263673444, e-mail: clien-
trelation.it@vontobel.com. In Spain, funds authorized for distribu-
tion are recorded in the register of foreign collective investment
companies maintained by the Spanish CNMV (under number
280). The KID can be obtained in Spanish from Vontobel Asset
Management S.A., Sucursal en Espafia, Paseo de la Castellana,
91, Planta 5, 28046 Madrid. The fund and its sub-funds are not
available to retail investors in Singapore. Selected sub-funds of
the fund are currently recognized as restricted schemes by the
Monetary Authority of Singapore. These sub-funds may only be
offered to certain prescribed persons on certain conditions as pro-
vided in the “Securities and Futures Act”, Chapter 289 of Singa-
pore. This document was approved by Vontobel Pte. Ltd., which
is licensed with the Monetary Authority of Singapore as a Capital
Markets Services Licensee and Exempt Financial Adviser and
has its registered office at 8 Marina Boulevard, Marina Bay Finan-
cial Centre (Tower 1), Level 04-03, Singapore 018981. This ad-
vertisement has not been reviewed by the Monetary Authority of
Singapore. The fund is not authorized by the Securities and Fu-
tures Commission in 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 doubt about any of
the contents of this document, you should obtain independent
professional advice. This document was approved by Vontobel
(Hong Kong) Ltd., which is licensed by the Securities and Futures
Commission of Hong Kong and provides services only to profes-
sional investors as defined under the Securities and Futures Ordi-
nance (Cap. 571) of Hong Kong and has its registered office at
1901 Gloucester Tower, The Landmark 15 Queen’s Road Central,
Hong Kong. This advertisement has not been reviewed by the Se-
curities and Futures Commission. The fund authorized for distri-
bution in the United Kingdom and entered into the UK’s tempo-
rary marketing permissions regime can be viewed in the FCA reg-
ister under the Scheme Reference Number 466625. The fund is
authorized as a UCITS scheme (or is a sub fund of a UCITS
scheme) in a European Economic Area (EEA) country, and the
scheme is expected to remain authorized as a UCITS while it is in
the temporary marketing permissions regime. This information
was approved by Vontobel Asset Management S.A., London
Branch, which has its registered office at 3rd Floor, 70 Conduit
Street, London W1S 2GF and is authorized by the Commission
de Surveillance du Secteur Financier (CSSF) and subject to lim-
ited regulation by the Financial Conduct Authority (FCA). Details
about the extent of regulation by the FCA are available from Von-
tobel Asset Management S.A., London Branch, on request. The
KIID can be obtained in English from Vontobel Asset Manage-
ment S.A., London Branch, 3rd Floor, 70 Conduit Street, London
W1S 2GF or downloaded from our website vontobel.com/am.
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
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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

Vontobel Asset Management AG
Gotthardstrasse 43, 8022 Zirich
Switzerland

T +4158 283 71 11
info@vontobel.com | vontobel.com/am

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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