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Investors in France should note that, relative to the expectations of the Autorité des Marchés Financiers, this fund
presents disproportionate communication on the consideration of non-financial criteria in its investment policy.

Market developments

June was a typical “sell the news” month after “buying the rumor”
in May, though risk appetite remains elevated. Following a strong
May rally (+4.4% month-on-month), in anticipation of a US-Iran
deal, global equities (MSCI World) corrected 0.72% in June, after
the US and Iran signed a memorandum of understanding that is
poised to lead to a peace deal eventually. Importantly, oil flows
through the Strait of Hormuz started to recover rapidly through
June, even before the preliminary agreement was signed, and are
estimated at about 8.7 million barrels per day (mbd) as of the third
week of June. That is still significantly lower than the roughly 20
mbd that used to flow prior to the war but about triple the average
daily volume that passed in May. Brent oil prices declined by 20%
toward the low USD 70s per barrel in June. Metal commodities
corrected by 7.5%, although copper outperformed, dropping by
just 3.02%.

Much of the action in fixed income was driven by core rates,
which were boosted by two opposing narratives. On the one
hand, the inflation shock has so far been less severe than feared.
Combined with a sharp decline in oil prices, it capped the upward
pressure on core yields: US 10-year Treasury yields ended the
month 3 basis points (bps) higher, at 4.465%, while 10-year Bund
yields fell 8bps to 2.86%. In the euro area, German and French
consumer prices declined by 0.3% and 0.2%, respectively, ac-
cording to preliminary data, which brought the year-on-year (y/y)
inflation down to 2.3% (from 2.6%) and to 1.8% (from 2.4%), re-
spectively. We have also seen signs of weaker inflation in Eastern
Europe and other emerging markets (EM). In Poland, y/y inflation
dropped from 3.1% to 2.5% in June, while in Mexico, the bi-
weekly yly inflation fell to 3.6 (from 3.8%) during the first half of
the month. On the other hand, the markets have read Kevin
Warsh'’s first meeting as the new Fed chair as hawkish and are
now pricing in a higher probability of an interest-rate hike by Sep-
tember or October.

EM fixed-income indices performed well this month, outperform-
ing global equities and global aggregate fixed income.

EM hard-currency sovereign bonds (EMBIG Div) rose 0.72%, led
by the high-yield (HY) segment that rose 0.97%, while its invest-
ment-grade (IG) counterpart rose 0.45%. Latin America (+1.0%)
and EM Europe (+0.95%) outperformed other regions, while the
Middle East (-0.04%) lagged. Sovereign credit rating upgrades
continued. Apart from Argentina (upgraded to B- by S&P), Uzbeki-
stan was upgraded to Ba2 by Moody'’s reflecting sustained im-
provements in the country’s institutional and policy framework.
Local-currency sovereign bonds (GBI-EM- Global Div) rose by

0.2% in June. While this may not sound like a stellar performance
in absolute terms, considering that the dollar rose by 2.25%
against major peers (as per the US Dollar Index), we find it quite
remarkable that EM FX only lost 1.1%. We believe this highlights
that elevated real rates and high-risk appetite make EM carry suf-
ficiently attractive to mostly counter bouts of dollar strength. EM
rates contributed with 0.9% of the monthly performance as GBI-
EM rates dropped by 9bps, while the ever-stable carry contributed
with another 0.5%. Latin America had the best performance, ris-
ing by 1.9% , while EM Europe lagged with a -1.0% return.
Colombia (+15.3%) was by far the best performer of the month,
following the victory of right-wing candidate Abelardo de la Espri-
ella in the runoff presidential elections. The Colombian peso rose
by 7.3% while Colombian rates dropped by 166bps, erasing the
pre-electoral underperformance. Staying within the South Ameri-
can political theme, Peru (+2.0%) also had a good performance,
as right-wing Keiko Fujimori was finally confirmed as president-
elect (three weeks after the runoff election), beating the left-wing
candidate by the narrowest of margins. Oil-importing countries
performed well: Turkiye (+5.1%), India (+2.8%), Dominican Re-
public (+1.9%)

Chile (-2.7%) was the worst performer, as concerns over fiscal
credibility and weak domestic economic data, combined with the
central bank’s increasingly dovish stance relative to the Fed, more
than offset the relief provided by lower oil prices. Malaysia (-2.6%)
was the second-worst performer, weighed down by political un-
certainty surrounding state elections and fiscal concerns, which
compounded the headwinds from a stronger US dollar and lower
oil prices.

There were a few notable underperformers outside the bench-
mark, including Israel (-5.3%), where the shekel came under pres-
sure amid peace-deal uncertainty, deteriorating fundamentals,
and growing expectations of monetary easing. South Korea (-
4.2%) also lagged, driven by heavy foreign equity outflows, while
Nigeria (-3.9%) was weighed down by lower oil prices. Argentina
(-3.4%) underperformed as grain-exporter dollar liquidation
proved significantly weaker than expected. On the positive side,
several African frontier markets benefited from the renewed
search for carry opportunities, delivering standout returns. Egypt
led the pack with a gain of +8.2%, followed by Zambia (+4.7%),
Ghana (+4.3%), and Uganda (+3.7%).
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Portfolio review

The Fund’s assets declined by 1.4% to about USD 354 million in
June, as the positive market effect was outbalanced by net out-
flows.

Our positioning remains anchored in our core view that duration,
particularly in Latin America and Central Europe, is poised to out-
perform EM currencies amid the current resurgence of US excep-
tionalism. The key risk to this thesis would be a disruptive acceler-
ation in US dollar strength that could weigh on EM duration as
well. However, we continue to view such a scenario as unlikely.
Indeed, we believe the attractiveness of EM currencies on a real-
rate basis remains intact and is broadly consistent with previous
periods in which carry strategies delivered compelling risk-ad-
justed returns, even against a backdrop of a resilient US dollar.
As a result, we believe it remains appropriate to express risk pri-
marily through duration rather than FX, rather than adopting an
outright defensive stance across the portfolio.

Main portfolio adjustments in June included a partial switch from
Indian rupee-denominated supranational bonds into Indian gov-
ernment bonds; a modest increase in exposure to Egyptian
pound-denominated supranational bonds; a reduction in our un-
derweight in Indonesia, funded by a reduction in our overweight
position in Colombia; and a reduction in our exposure to both the
Chinese renminbi and the Singapore dollar.

By region, measured at the FX level, Asia remained the portfolio’s
largest exposure despite the reduction, accounting for 39.6% of
total exposure, followed by Latin America (28.3%), Central Eu-
rope (18.5%), and Africa (12.5%). Frontier market positions con-
tinued to represent approximately 10% of the portfolio. Cash hold-
ings were broadly unchanged at 3.8%, while the allocation to su-
pranational bonds increased to 24.6%.

Performance analysis

The institutional share class | gained 0.45% in US dollar terms,
outperforming the GBI-EM Global Diversified Index by 25bps over
the month, bringing the half-year performance of the Fund to
+2.03% in absolute terms, or 0.51% bps over benchmark.

The main regional contributors to outperformance were Central
Europe, where our FX underweight benefited from the euro’s
weakness against the US dollar; the Middle East, where our posi-
tioning in the Egyptian pound profited from a strong post-war relief
rally; Latin America, where we benefited from the weakness of the
Chilean peso and the post-election relief rally in Peruvian rates,
despite underperformance in Brazil and Argentina; and Southern
Africa, where our defensive positioning added value as Botswana
government bonds outperformed their South African counterparts.

Vontobel

The main detractor was Asia. The continued widening of the In-
dian rupee basis weighed on performance, causing supranational
bonds to underperform the Indian government bond curve. Perfor-
mance in Asia was further negatively affected by our off-bench-
mark positions in the Korean won and Taiwanese dollar, both of
which suffered from US dollar strength and sustained foreign eqg-
uity outflows.

Outlook

The US and Iran have agreed on a memorandum of understand-
ing, although a comprehensive peace agreement has yet to be
reached, and the rules governing the transit of commodities and
other goods through the Strait of Hormuz remain unclear. Never-
theless, trade flows have recovered at a healthy pace, roughly tri-
pling during the first three weeks of June. As a result, while further
disruptions that would pose upside risks to both oil prices and in-
flation cannot be ruled out, any market reaction is likely to be
more subdued than the already remarkably sanguine response
observed in recent months.

Turning to inflation and the broader fixed-income outlook, price
pressures have so far been considerably more contained than in
2022, despite similarities in the underlying oil shock. Less expan-
sionary fiscal policy, tighter monetary conditions, lower global ex-
cess savings, and less constrained labor markets have likely all
contributed to a more limited pass-through to inflation. Moreover,
with oil prices having fallen by roughly 40% over the past two
months and inflation data surprising to the downside across East-
ern Europe and several other emerging markets, this inflation epi-
sode appears likely to be far more short-lived than that of 2022.
We believe this environment is supportive for fixed income in gen-
eral, and particularly for local-currency rates.

Elevated risk appetite also continues to support local-currency
carry strategies. That said, the Al-driven resilience of the US
economy and the resulting resurgence of US exceptionalism have
created headwinds for EM local assets over the past two months.
Unlike last year, when EM local markets delivered returns of
nearly 20%, local-currency debt has lagged hard-currency debt
this year. Even so, several high-carry Latin American currencies
have generated double-digit returns during the first half of the
year. Furthermore, while hard-currency credit spreads remain his-
torically tight, local-currency real rates are still close to one stand-
ard deviation above their 10-year median. Consequently, although
the return of US exceptionalism has weighed on relative perfor-
mance in the short term, we believe the strategic case for the as-
set class remains compelling. In our view, the combination of ele-
vated carry and supportive risk sentiment is likely to outweigh the
impact of moderate US dollar strength over the medium term.
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Fund characteristics

Fund name Vontobel Fund — Sustainable Emerging Markets Local Currency Bond

ISIN LU0563307981

Share class I USD

Benchmark J.P. Morgan GBI-EM Global Diversified Composite USD

Inception date 25.1.2011

Historical performance (net returns, in %)

Time period Fund Benchmark Time period Fund Benchmark

MTD 0.4% 0.2% 2025 20.4% 19.3%

YTD 2.0% 1.5% 2024 -3.5% -2.4%

1 year 8.8% 7.8% 2023 14.3% 12.7%

3 yrs p.a. 7.5% 7.3% 2022 -7.8% -11.7%

5 yrs p.a. 3.6% 2.1% 2021 -8.2% -8.7%

10 yrs p.a. 3.4% 2.7% 2020 8.3% 2.7%

ITD p.a. 1.6% 1.5% 2019 9.5% 13.5%
2018 -7.6% -6.2%
2017 12.9% 15.2%
2016 11.3% 9.9%

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.

Since fund inception until 28.2.2018, the fund had different characteristics and performance was achieved under circumstances that no

longer apply.

Investment 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.
— The sub-fund also includes sustainability criteria in its investment process. This may mean that the sub-fund's performance is more

positive or negative than a conventionally managed portfolio.

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

— Investments in securities with a lower credit quality means there is an increased risk that an issuer may fail to meet its obligations.
The value of this investment may fall if an issuer's credit rating is downgraded.

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

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

sub-fund may be obtained from vontobel.com/sfdr.

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, DK, 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
prospectus (the “Sales Prospectus”), the Key (Investor)
Information Document (“K(1)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”).

Neither the fund, nor the Management Company nor the
Investment Manager make any representation or warranty,
express or implied, with respect to the fairness, correctness,
accuracy, reasonableness or completeness of an assessment of
ESG research and the correct execution of the ESG strategy. As
investors may have different views regarding what constitutes
sustainable investing or a sustainable investment, the fund may
invest in issuers that do not reflect the beliefs and values of any
specific investor. 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
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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 49 Avenue J.F. Kennedy, L-1855 Lux-
embourg, the facilities agent in Austria: Erste Bank der oester-
reichischen Sparkassen AG, Am Belvedere 1, A-1100 Vienna, the
representative in Switzerland: Vontobel Fonds Services AG,
Gotthardstrasse 43, 8022 Zurich, the paying agent in Switzerland:
Bank Vontobel AG, Gotthardstrasse 43, 8022 Zurich, the Euro-
pean facilities agent for Germany: PwC Tax and Advisory, So-
ciété coopérative - GFD, 2, rue Gerhard Mercator, L-2182 Luxem-
bourg, Email: lu_pwc.gfd.facsvs@pwc.com, gfdplatform.pwec.lu/fa-
cilities-agent/, the information agent in Liechtenstein: LLB Fund
Services AG, Aulestrasse 80, FL-9490 Vaduz. Refer for more in-
formation on the fund to the latest prospectus, annual and semi-
annual reports as well as the key (investor) information docu-
ments (“K(I)ID”). These documents may also be downloaded from
our website at vontobel.com/am. A summary of investor rights (in-
cluding information on representative actions for the protection of
the collective interests of consumers under EU Directive
2020/1828) is available in English under: vontobel.com/vamsa-in-
vestor-information. Vontobel may decide to terminate the arrange-
ments made for the purpose of marketing its collective investment
schemes in accordance with Article 93a of Directive 2009/65/EC.
Denmark: The KID is available in Danish. Finland: The KID is
available in Finnish. The KID is available in French. The fund is
authorized to the commercialization in France. Refer for more in-
formation on the funds to the KID. Italy: Refer for more infor-
mation regarding subscriptions in Italy to the Modulo di Sot-
toscrizione. For any further information: Vontobel Asset Manage-
ment S.A., Milan Branch, Piazza degli Affari 2, 20123 Milano, tele-
fono: 0263673444, e-mail: clientrelation.it@vontobel.com. Neth-
erlands: The Fund and its sub-funds 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”). Norway: The KID is available in Norwe-
gian. Please note that certain sub-funds are exclusively available
to qualified investors in Andorra or Portugal. In Spain, funds au-
thorized for distribution are recorded in the register of foreign col-
lective 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. Sweden: The KID
is available in Swedish. The fund and its sub-funds are not availa-
ble to retail investors in Singapore. Selected sub-funds of the
fund are currently recognized as restricted schemes by the Mone-
tary Authority of Singapore. These sub-funds may only be offered
to certain prescribed persons on certain conditions as provided in
the “Securities and Futures Act”, Chapter 289 of Singapore. 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 reg-
istered office at 8 Marina Boulevard, Marina Bay Financial Centre
(Tower 1), Level 04-03, Singapore 018981. This advertisement
has not been reviewed by the Monetary Authority of Singapore.
The fund is not authorized by the Securities and Futures Commis-
sion in Hong Kong. It may only be offered to those investors
qualifying as professional investors under the Securities and Fu-
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tures Ordinance. The contents of this document have not been re-
viewed by any regulatory authority in Hong Kong. You are ad-
vised to exercise caution and if you are in doubt about any of the
contents of this document, you should obtain independent profes-
sional advice. This document was approved by Vontobel (Hong
Kong) Ltd., which is licensed by the Securities and Futures Com-
mission of Hong Kong and provides services only to professional
investors as defined under the Securities and Futures Ordinance
(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 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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