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Market developments

The third quarter of 2026 was dominated by the escalation of the
conflict between the US and Iran and its growing impact on global
energy markets, inflation expectations, and fixed-income perfor-
mance. Supply disruptions in both the Strait of Hormuz and the
Red Sea led to heightened volatility in oil markets, with Brent
crude temporarily rising above USD 100 per barrel in July and
September. Although some export flows through the strait gradu-
ally resumed under naval protection, trade routes remained dis-
rupted throughout the quarter, increasing transportation costs and
reinforcing concerns that inflationary pressures could persist
longer than previously anticipated. Against this backdrop, global
government bond markets experienced significant volatility. Long-
end yields moved sharply higher as investors reassessed the in-
flation outlook and the willingness of central banks to maintain re-
strictive monetary policy. The US Federal Reserve kept rates un-
changed in July before delivering a widely expected 25 basis-
point (bps) hike in September, while the European Central Bank
also raised rates by 25bps during the quarter. Market participants
increasingly priced in a more hawkish policy path than central
bank guidance suggested, leading to a pronounced rise in core
bond yields. US 10-year Treasury yields increased from approxi-
mately 4.4% at the start of the quarter to 5.3% by the end of Sep-
tember, while German Bund yields rose from around 2.9% to
3.6%. Inflation data came in generally more benign than market
pricing implied. US headline inflation moderated from 4.2% in May
to 3.4% by August, while core inflation gradually declined to 2.4%.
Similar trends were observed across many developed and emerg-
ing markets (EM). However, the renewed surge in energy prices,
combined with resilient economic activity and stronger-than-ex-
pected US labor market data, shifted investor focus toward future
inflation risks rather than improving backward-looking inflation
prints. Risk assets delivered a mixed performance over the quar-
ter. Global equities were relatively resilient despite rising rates
and geopolitical tensions, supported by strong corporate earnings
and continued investor demand for risk assets during August.
However, sentiment deteriorated toward quarter-end as yields
rose sharply and geopolitical uncertainty intensified. Gold per-
formed strongly during most of the quarter, benefiting from infla-
tion concerns and rising geopolitical risks, although it partially re-
traced gains in September as expectations for tighter monetary
policy increased. EM fixed-income markets faced a challenging
environment. Rising US Treasury yields were the primary head-
wind for hard-currency debt throughout the quarter. EM hard-cur-
rency sovereign bonds, as measured by the EMBIG Diversified
Index, generated negative returns over the period, with rate
moves accounting for the majority of losses. Investment-grade
sovereigns generally underperformed due to their longer duration

exposure, while high-yield performance was more heavily influ-
enced by country-specific developments. Performance dispersion
across sovereign issuers remained significant. Oil-exporting coun-
tries generally benefited from higher hydrocarbon prices, particu-
larly during July. Several African sovereigns delivered strong re-
turns through much of the quarter, supported by improving market
access and investor demand for higher-yielding credits. Vene-
zuela and Lebanon outperformed at various stages of the quarter
due to developments related to potential restructuring and invest-
ment initiatives, while Senegal recovered following the announce-
ment of its external debt restructuring framework. In contrast, Ar-
gentina, Ecuador, and Ukraine were among the weakest perform-
ers as investors became increasingly concerned about political
uncertainty, fiscal developments, and ongoing geopolitical risks.
EM hard-currency corporate bonds were relatively resilient de-
spite higher global rates. Credit spreads remained broadly stable
for most of the quarter, supported by solid corporate fundamen-
tals and continued investor demand for yield. High-yield (HY) cor-
porates generally outperformed investment-grade (IG) issuers
due to their lower duration exposure. Regional performance was
strongest in Africa and parts of CEEMEA, while Latin America and
lower-rated Turkish issuers faced headwinds from restructuring
developments and company-specific challenges. Corporate credit
markets continued to be characterized by significant issuer differ-
entiation. In Latin America, restructuring situations remained a
central theme, particularly among Brazilian issuers such as Bras-
kem, CSN, and Ambipar. In CEEMEA, investors remained fo-
cused on the impact of the Middle East conflict, while selective
stress emerged among Turkish corporates, most notably within
the Zorlu group. At the same time, stronger issuers across sectors
continued to access capital markets successfully and maintain
healthy liquidity positions despite the more challenging global en-
vironment. Overall, the third quarter was defined by the interaction
between geopolitical tensions, higher energy prices, and a hawk-
ish repricing of global interest rates. While economic activity re-
mained relatively resilient and inflation continued to moderate,
markets increasingly focused on the risk that persistent supply-
side inflation pressures could keep monetary policy restrictive for
longer, resulting in a difficult quarter for global fixed-income as-
sets and especially for duration-sensitive segments of the market.

Portfolio review

We continued to manage the portfolio with a focus on the fund’s
maturity horizon. We participated in several tender offers at what
we considered attractive levels, including the Dominican Republic,
Honduras, and Prosus, as issuers proactively managed their up-
coming maturities. We reinvested the proceeds into short-dated
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bonds maturing ahead of the fund’s maturity date, favoring issu-
ers with attractive spread. On the corporate side, we added
Banco Inbursa, a well-capitalized Mexican bank, and India Clean
Energy Holdings, part of the ReNew group. We also selectively
added HY names with solid near-term liquidity, including Fosun
International and Dar Al Arkan.

As of the end of third quarter, we maintained our average rating of
BBB- and the portfolio offers a yield to maturity of 6.92%.

Performance analysis

The fund’s | (USD) share class returned 0.91% in the third quar-
ter, with the net asset value (NAV) increasing from 114.38 to
115.42. Performance was well-balanced. Top contributors in-
cluded Alpha Star and JSW, whereas Petroleos Mexicanos and
the Black Seat Trade & Development Bank were the main detrac-
tors.

Outlook

While September resulted in significant negative returns across
EM fixed income, it is important to stress that these negative re-
turns were driven mostly by developed-market interest-rate volatil-
ity. After the move higher in yields, EM has, in our view, become
more attractive, as we believe that the widening of spreads can-
not be explained by a deterioration in the underlying fundamentals
of the asset class. Indeed, EM has so far demonstrated resilience
despite a combination of geopolitical shocks, higher oil prices,
and tighter global financial conditions. At the sovereign level, this
resilience reflects the significant strengthening of policy frame-
works and external buffers since the 2022-2024 crises. Many EM
countries have rebuilt FX reserves, reduced external vulnerabili-
ties, and improved fiscal positions, while inflation remains rela-
tively well anchored across most markets. The continued pace of
sovereign rating upgrades also indicates an improvement in credit
fundamentals. Importantly, the current oil shock has so far gener-
ated significantly less financial stress than previous episodes, with
even vulnerable oil importers showing greater resilience thanks to
stronger reserves and improved external balances. The same re-
silience has so far been visible at the corporate level. EM corpo-
rates have entered the current environment with relatively strong
balance sheets, adequate liquidity, and declining net leverage,
while earnings momentum has remained supportive. Rating up-
grades continue to outnumber downgrades, and default rates
have normalized towards historical levels. We believe technicals
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also remain supportive, with investor positioning in EM corporates
relatively light and net supply currently expected to be only slightly
positive in 2026. Importantly, EM corporate fundamentals are not
dependent on a single growth theme. Earnings are supported by
a broad range of sectors, including commodities, industrials, infra-
structure, domestic consumption, financials, and energy. This di-
versification of underlying economic drivers may be particularly
relevant as US corporate credit becomes increasingly exposed to
the Al investment cycle. Hyperscaler- and Al-related bonds ac-
count for roughly 40% of US HY net issuance in 2026, while US
IG portfolios face rising Al concentration through higher duration-
times-spread exposure resulting from longer-duration issuance.
Al-related credit exposure is also spreading beyond the traditional
public bond market into data centers, utilities, equipment suppli-
ers, private credit, bank financing, and insurance. Nvidia's efforts
to develop insurance structures against losses on loans secured
by its graphics processing units illustrate how Al-related risks may
migrate across different parts of the financial system. From a val-
uation perspective, while EM corporate spreads have tightened,
we continue to see selective relative-value opportunities com-
pared with similarly rated US corporates, particularly once the
growing Al-related premium in US credit is considered. In US HY,
Al-related bonds currently trade at around 295bps versus roughly
164bps for comparable non-Al bonds, indicating the significant
valuation premium associated with Al-related credit. EM corpo-
rates also exhibit substantial dispersion across countries, sectors,
issuers, and individual bonds. As a result, index-level spreads
may not fully reflect the opportunity set, creating scope for active
credit selection and relative-value strategies. The asset class also
has relatively short duration, which may reduce its sensitivity to
movements in US Treasury yields while providing what we con-
sider attractive carry. Combined with improving fundamentals,
supportive technicals, relatively short duration, current valuations,
and significant credit dispersion, this creates what we believe is a
compelling environment for active management. Rather than rely-
ing solely on beta or broad spread compression, EM corporate in-
vestors may seek to identify relative-value opportunities across
countries, sectors, and issuers, while the asset class may provide
a degree of diversification relative to an increasingly concentrated
and longer-duration US corporate credit market and the broader
US Al-driven credit cycle.
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Fund characteristics

Fund name Vontobel Fund Il — Fixed Maturity Emerging Markets Bond 2

ISIN LU2581745853

Share class I USD

Benchmark -

Inception date 14.5.2024

Historical performance (net returns, in %)

Time period Fund Benchmark Time period Fund Benchmark

MTD 0.1% - 2025 7.4% -

YTD 2.1% - 2024 - -

1 year 3.2% - 2023 - -

3yrsp.a. - - 2022 - -

5yrs p.a. - - 2021 - -

10 yrs p.a. - - 2020 - -

ITD p.a. 6.2% - 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.

Important legal information

This marketing document was produced by one or more
companies of the Vontobel Group (collectively “Vontobel”) for
institutional clients, for distribution in AT, CH, DE, ES, FR, GB, IT,
LI, LU.

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
prospectus (the “Sales Prospectus”), the Key (Investor)
Information Document (“K(I)ID”), its articles of incorporation and
the most recent 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 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”).

For products with the ESG SFDR Category Art. 6, the
investments underlying this financial product do not take into
account the EU criteria for environmentally sustainable economic
activities. ESG investing and criteria employed may be subjective
in nature. The considerations assessed as part of ESG processes
may vary across types of investments and issuers and not every
factor may be identified or considered for all investments.
Information used to evaluate ESG components may vary across
providers and issuers as ESG is not a uniformly defined
characteristic. ESG investing may forego market opportunities
available to strategies which do not utilize such criteria. There is
no guarantee the criteria and techniques employed will be
successful. Note: Unless otherwise stated in Fund documentation
or included within the Fund’s investment objective, information
herein does not imply that the Fund has an ESG-aligned
investment objective, but rather describes how ESG criteria and
factors are considered as part of the overall investment process.

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.

Interested parties may obtain the above-mentioned documents
free of charge from the authorized distribution agencies and from
the offices of the fund at 17, Boulevard de Kockelscheuer, L-1821
Luxembourg, in Switzerland, from the representative Vontobel
Fonds Services AG and the paying agent Bank Vontobel AG, both
at Gotthardstrasse 43, 8022 Zurich, in the European Union/Eu-
ropean Economic Area from the European facilities agent PwC
Tax and Advisory, Société coopérative- GFD, 2, rue Gerhard Mer-
cator, L-2182 Luxembourg, Email: lu-pwc.gfd.facsvs@pwec.lu, in
the United Kingdom from Carne International Financial Services
(UK) Limited acting as the facilities agent for the Fund in the UK,
providing certain facilities at its office at 29-30 Cornhill, London,
EC3V 3NF, United Kingdom. Refer for more information on the
fund to the latest Sales Prospectus, annual and semi-annual re-
ports, available in English and German. The Key Investor Infor-
mation Document (“KIID”) is made available in English. These
documents may also be downloaded from our website at vonto-
bel.com/am. Vontobel may decide to terminate the arrangements
made for the purpose of marketing its funds in any country at any
given time. Appropriate information will be communicated to in-
vestors.Spain: funds authorized for distribution are recorded in
the register of foreign collective investment companies maintained
by the Spanish CNMV (under number 1900). United Kingdom:
The Fund (Reference number: 1061260) is recognised in the UK
under the Overseas Funds Regime (OFR) but is not authorized in
the UK and therefore not subject to the investor protection
rules made under the Financial Services and Markets Act 2000.
Compensation will not be available under the UK Financial Ser-
vices Compensation Scheme (FSCS), UK investors will generally
not be able to refer complaints about this fund, its management
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company, or its depositary to the UK’s Financial Ombudsman
Service (FOS). Investors will not have the right to cancel any in-
vestment agreement entered into with the Fund. This financial
promotion is approved by Vontobel Asset Management S.A. Lon-
don Branch, which is authorised and regulated by the Financial
Conduct Authority. The Fund is not subject to the UK Sustainabil-
ity Disclosure Requirements ("SDR") and does not use a sustain-
ability label under the SDR.

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 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.

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
promoted 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.

Vontobel Asset Management AG
Gotthardstrasse 43, 8022 Zirich
Switzerland

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

Vontobel

Although Vontobel believes that the information provided in this
document is based on reliable sources, it cannot assume
responsibility 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.
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