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Market developments

The second quarter (Q2) of 2026 was defined by the trajectory of
the Iran conflict and its transmission through oil markets. April
opened with a partial reversal of March's risk-off, as a 14-day US-
Iran ceasefire provided a catalyst for sentiment — even as formal
negotiations in Islamabad collapsed, US President Donald Trump
declared a naval blockade of the Strait of Hormuz, and passage
was intermittently halted. Risk appetite built through May, as mar-
kets priced in an imminent US-Iran deal and the reopening of the
Strait, carrying global equities to new all-time highs led by emerg-
ing markets (EM). June saw the classic pattern of "sell the news"
after "buy the rumor": the US and Iran signed a Memorandum of
Understanding (MoU) pointing toward a peace deal, Hormuz oil
flows recovered rapidly — estimated at roughly 8.7 million barrels
per day (mbd) by the third week of June, still well below the pre-
war level of roughly 20 mbd but roughly triple the May average —
and risk assets consolidated with a mild pullback, while appetite
stayed elevated. The price of Brent crude oil traced the whole arc,
stabilizing around USD 115 per barrel (bbl) in April, falling to USD
92 in May, and sliding into the low USD 70s by end-June. This oil
round-trip was the single most important driver of relative perfor-
mance across EM, first favoring exporters and then rotating deci-
sively toward importers, as prices fell. Broader commodities fol-
lowed the same peak-and-fade: industrial metals rallied in April
and May — copper notably strong — before correcting sharply
alongside oil in June, with copper again outperforming on the way
down; precious metals were softer.

Core rates were pulled by two opposing forces. The inflation
shock from oil proved less severe than feared, and the later col-
lapse in prices capped upward pressure — yet US Treasury yields
still drifted higher across Q2, the 10-year ending around 4.47%
(from 4.37% at end-March). The larger story was the repricing of
the US Federal Reserve (Fed)’'s monetary policy: markets moved
from pricing essentially no cuts (only around 10.6% odds of a cut
by December 2026 as of April) to pricing hikes — around 20 basis
points (bps) by year-end by end-May — and, by June, with Kevin
Warsh's first meeting as the new Fed chair read as hawkish, to a
rising probability of a hike as early as September or October. US
demand stayed resilient (upside payrolls surprises, manufacturing
in expansion), reinforcing the move. Europe diverged: 10-year
Bund yields fell to 2.86% and gilts lower, as eurozone inflation
softened materially into June (German and French CPI both de-
clining on the month, pulling year-on-year rates down), alongside
signs of cooler inflation across Eastern Europe and other EMs.
The resulting US-Europe split — resilient US demand against
weaker European services — was a defining macro feature of Q2.
Among EM central banks, Brazil's Banco Central do Brasil (BCB)

cut by 25 bps to 14.75% while Colombia's Banco de la Republica
(BanRep) hiked a second consecutive 100 bps to 11.25%, the
clear regional outlier. EM-dedicated bond fund flows turned posi-
tive in April after heavy March outflows, providing a supportive
technical backdrop, as Q2 progressed.

Regarding EM hard-currency sovereign bonds, high-yield (HY)
sovereigns led investment grade throughout Q2, and frontier cred-
its dominated the top of the performance tables — the recovery
was spread-driven and concentrated in idiosyncratic, high-carry
stories rather than any single thematic driver. Regional leadership
rotated with the oil trade: Africa and frontier names led early, Latin
America and European EMs took over into June, and the Middle
East persistently lagged under the Iran overhang and then the oil
decline. Ratings momentum was a defining theme, concentrated
in HY and frontier names. Argentina secured B- ratings from the
two rating agencies Fitch and S&P, Ghana its first B from Fitch,
Nigeria a B from S&P (aligning with Fitch), and Uzbekistan Ba2
from Moody's. Mexico was the notable exception, downgraded to
Baa3 by Moody's on fiscal slippage. Several country stories arced
clearly across Q2: Venezuela round-tripped — among the strong-
est performers early on, as the International Monetary Fund (IMF)
resumed formal contact backed by a majority of its membership
following US recognition of acting president Delcy Rodriguez,
then among the weakest in June after an Financial Times report
suggested the restructurable debt stock is materially larger than
assumed, implying lower recovery values. Ukraine was a con-
sistent outperformer through April and May on improving external-
support visibility (a Pentagon disbursement, an expected IMF mis-
sion) and peace optimism around statements by Vladimir Putin
and Volodymyr Zelenskyy, aided by investors chasing carry in a
tight-spread environment — though both sides continued escalat-
ing militarily. Argentina improved steadily: a second IMF review
approved with a further disbursement, the elimination of intra-pub-
lic-sector debt incurred during the Kirchner-era, reducing gross
debt by nearly 2% of GDP, dual B- upgrades, and fresh multilat-
eral loans (World Bank USD 2 billion, IDB USD 550 million) that,
alongside a stronger trade surplus, are letting the country meet
eurobond maturities without market refinancing. Bolivia turned
around sharply — a laggard in May amid capital-blocking protests,
then a strong June performer as the protests faded and the cen-
tral bank devalued the boliviano by almost 40% after years of a
fixed, increasingly overvalued peg, a step toward an IMF-sup-
ported program, though a large fiscal adjustment with thin political
support still lies ahead. Colombia performed well — despite an
S&P downgrade to BB- and BanRep's aggressive hiking — and
rallied again on the right-wing candidate de la Espriella's runoff
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victory. Mozambique recovered from what we viewed as unjusti-
fied default fears, helped by a surprise early IMF repayment and
reports of a bondholder group organizing a friendly, potentially
net-present-value-neutral or positive extension given the country's
future gas revenues. Zambia rallied on a tender for its 2053 state-
contingent bond, with the government forced to raise the tender
range, as the market anticipated a trigger into a higher-coupon
2035 instrument. Sri Lanka gained steadily on a combined
fifth/sixth IMF review and disbursement and orthodox policymak-
ing (a 100bps hike, higher vehicle import taxes, secured oil sup-
plies), with late-Q2 tailwinds as an oil importer. Senegal was Q2's
clear underperformer: the Faye-Sonko rupture cost the president
his legislative majority, complicating fiscal consolidation and an
IMF program, with default/restructuring remaining our baseline.
The exporter-importer divide crystallized, as oil fell into end-June.
Fragile oil importers (Sri Lanka, Pakistan, Kenya) outperformed,
while HY oil exporters (Venezuela, Gabon, Angola, Nigeria, Cam-
eroon) gave background — though the exporters remain among
the strongest year-to-date and in a far better financial position
than pre-war.

Regarding EM hard-currency corporate bonds, HY again led in-
vestment grade throughout Q2. Latin America was a consistent
regional leader; Africa was strong early; Europe lagged on Turk-
ish weakness; and Asia's defensive composition meant it partici-
pated less on the way up. At the sector level, transport staged the
standout recovery, as airline credits rebounded on falling jet-fuel
costs, real estate recovered, while pulp & paper and consumer
lagged, the former weighed by weak global pulp prices.

In Central and Eastern Europe, the Middle East, and Africa
(CEEMEA), Turkiye dominated, with a clear arc from Vestel's April
downgrade (Moody's Caa2 on an unsustainable capital structure)
to its late-June application for "Financial Restructuring," filed
alongside a parallel restructuring filing by parent Zorlu Holding —
underscoring group-wide pressure from weak cash generation.
The sovereign backdrop stayed difficult (Fitch revised its outlook
to stable on more than USD 50 billion of foreign exchange reserve
depletion from intervention by the Central Bank of the Republic of
Tarkiye (CBRT), while Arcelik eased its own balance sheet by
selling a 60% stake in its Hitachi appliances joint venture for USD
205 million. Moldova's Aragvi (Trans-Oil) came under pressure
late in June, after a Ukrainian media report levelled allegations
against the founder and owner; the bonds sold off, the company
rejected the reporting as false and engaged international counsel,
and management is engaging bondholders. Earlier in Q2, avia-
tion-fuel stress hit Air Baltic hard (Fitch to CCC-, S&P to CCC+ on
a large projected capital shortfall), only partially bridged by a Lat-
vian state loan, while Energean was a positive, as Israel ordered
resumed operations at its Karish field. Primary markets reopened
forcefully in May, led by the Middle East and North Africa (MENA)
—around USD 13.9 billion priced, including Saudi Arabian Public
Investment Fund (PIF)'s USD 7 billion, the largest Gulf Coopera-
tion Council (GCC) deal since the war began.

In Latin America, Braskem was Q2's most instructive credit. In
April, the Iran war's petrochemical-spread tailwind pushed con-
sensus EBITDA above USD 2bn — more than double pre-war lev-
els — and rallied the bonds off the low 40s toward the 70s. Con-
sistent with our caution about extrapolating wartime spreads into
a post-war environment, the restructuring then deepened, as the
conflict de-escalated: a June filing for precautionary injunctive re-
lief (cautelar) and mediation, S&P cutting the instruments to D,
and control passing from Novonor to 1G4 Capital (50.1% of voting
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shares) alongside Petrobras (47%), under a new board chaired by
Magda Chambriard with Helcio Tokeshi as CEO. The choice of a
cautelar over a direct judicial reorganization signals a preference
to negotiate a consensual solution first. Raizen progressed con-
structively. Elsewhere, Ecopetrol agreed to acquire around 26%
of Brazil's Brava Energia as a platform for upstream expansion,
and J&F Luxembourg completed an exchange on the Eldorado
and Flora notes.

Portfolio review

Throughout Q2, we continued to manage the portfolio with a clear
focus on the fund's approaching maturity in October 2026, ad-
vancing the liquidation of holdings that mature beyond that date
and reinvesting the proceeds into US Treasuries in line with the
fund's liquidation framework. Issuer-driven liability management
worked in our favor: we participated in several tender offers,
where issuers proactively refinanced their debt — including
Genting or Veon — which allowed us to exit those positions early
and on favorable terms, while accelerating the return of cash
ahead of maturity. As at end-June, the portfolio retained a yield to
maturity of 5.41%.

Performance analysis

The fund’s | (USD) share class returned 1.36% in Q2, with the net
asset value (NAV) increasing from 108.61 to 110.09. Performance
was well-balanced. Top contributors included Republic of Angola,
which benefited from higher oil prices, and Emaar supported by
the recovery of the Dubai Real Estate sector, whereas Black Sea
Trade & Development was the main detractor.

Outlook

The US and Iran have agreed on a MoU but not yet on a full
peace deal, and the conditions under which commodities and
other merchandise will transit through the Strait of Hormuz are not
yet determined. However, trade flows have been recovering at a
good pace, roughly tripling through the first three weeks of June.
We do not rule out further trade disruptions, which would result in
upside risk for oil prices and inflation. But barring an unlikely re-
turn to full-blown war, the market reaction to such risk events
would probably be more muted than the already sanguine reac-
tion of the last few months.

Regarding inflation, and the general outlook for fixed income, in-
flation so far has been much better behaved than in 2022, despite
the similarity of the oil shock. Less expansionary fiscal policy,
tighter monetary policy, lower savings rate at a global level, and
less tight labor markets have all probably contributed to a slower
pass-through. Moreover, oil prices down by roughly 40% in the
last two months and lower-than-expected inflation data coming
from Eastern Europe and other EMs indicate that this inflation cy-
cle will be much more short-lived than in 2022, which bodes well
for fixed income, and particularly via local-currency rates.

Risk appetite remains elevated and is likely to do so over the
summer, which bodes well for EM fixed income. EM hard-cur-
rency sovereign and corporate bond spreads are now back to the
early February pre-war level. Therefore, upside coming from
spreads is now more limited on aggregate, but there are still
plenty of relative-value opportunities. Fundamentals remain
strong and did not deteriorate significantly with the war shock. In
fact, the ongoing credit rating upgrade trajectory for EM sover-
eigns has continued unabated in Q2. Although there were a cou-
ple of downgrades due to fiscal concerns (Mexico and Colombia),
the upgrades outpaced them by far: Argentina received two up-
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grades to B-, South Africa and Uzbekistan got its third BB equiva-
lent rating, Maldives avoided default and was upgraded to CCC-,
Nigeria and Ghana were upgraded to B by S&P and Fitch, re-
spectively, and the Bahamas obtained its third BB- equivalent rat-
ing. Thus, we think that tight spreads are here to stay for longer.
Elevated risk appetite also favors EM local-currency carry trades,
although in this case, we must acknowledge that the Al-driven
strength of the US economy has been a headwind to EM local-
currency assets in the last two months. Unlike last year, when EM
local-currency assets posted a stellar performance of almost 20%,
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this year to date, they have underperformed EM hard-currency
ones. Yet, this has not been an obstacle for a few high-carry Latin
American currencies to deliver double-digit returns in the first half
of the year. Moreover, while EM hard-currency bond spreads are
historically tight, EM local-currency real rates are near one stand-
ard deviation above their 10-year median. Thus, while tactically,
the return of the US exceptionalism has hurt relative performance
of the EM bonds asset class, we think that strategically, it is still
well positioned, and elevated risk appetite is likely to outweigh
possible US dollar strength for carry strategies.
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Fund characteristics

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

ISIN LU2365110571

Share class I USD

Benchmark -

Inception date 9.11.2021

Historical performance (net returns, in %)

Time period Fund Benchmark Time period Fund Benchmark

MTD 0.3% - 2025 7.2% -

YTD 2.0% - 2024 9.7% -

1 year 5.2% - 2023 7.9% -

3 yrsp.a. 7.9% - 2022 -14.1% -

5yrs p.a. - - 2021 - -

10 yrs p.a. - - 2020 - -

ITD p.a. 2.1% - 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.

— Investments in emerging markets entail increased liquidity and operational risks as these markets tend to be underdeveloped 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.

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, 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
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.
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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.pwec.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
1900). 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

Vontobel Asset Management AG
Gotthardstrasse 43, 8022 Ziirich
Switzerland

T +41582837111

info@vontobel.com | vontobel.com/am
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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 837679. 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 20 Fenchurch Street,
London EC3M 3BY and is authorized by the Commission de Sur-
veillance du Secteur Financier (CSSF) and subject to limited reg-
ulation by the Financial Conduct Authority (FCA). Details about
the extent of regulation by the FCA are available from Vontobel
Asset Management S.A., London Branch, on request. The KIID
can be obtained in English from Vontobel Asset Management
S.A., London Branch, 20 Fenchurch Street, London EC3M 3BY or
downloaded from our website vontobel.com/am.

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.

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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