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Fund commentary

February was marked by increased geopolitical uncertainty, renewed volatility in equity markets and continued
adjustment in monetary policy expectations.

In the final week of the month, tensions in the Middle East escalated. The situation prompted a temporary risk-off
reaction in global markets, with oil prices moving higher and core government bond yields declining. While European
countries were not directly involved, heightened uncertainty surrounding regional stability and potential energy price
implications weighed on investor sentiment.

In the US, macroeconomic data remained mixed. Fourth-quarter GDP was 1.4%, while inflation indicators, including the
PCE deflator, continued to signal persistent price pressures. Federal Reserve communication maintained a cautious,
data-dependent stance, with policymakers emphasizing the need for additional clarity before adjusting rates. Market
expectations for near-term easing were further moderated during the month.

In Europe, the ECB left policy unchanged, describing current monetary conditions as appropriately calibrated. Inflation
showed signs of moderation earlier in the month, but policymakers reiterated that decisions would remain data-driven.
Economic indicators were broadly stable, with modest PMI improvements in core economies and continued resilience
in Spain. Sovereign issuance remained well received, including strong demand for Spain's 30-year syndicated
transaction.

Government bond markets delivered positive performance over the month. Yields declined across both core and
peripheral curves, particularly in medium and long maturities, supported by intermittent risk aversion and softer growth
expectations.

Credit markets experienced moderate volatility. Euro investment grade spreads widened over the month, moving from
the low-70bp area toward the high-70bp range, with additional widening during the final week amid geopolitical
headlines. Higher-beta segments and more cyclical sectors showed greater sensitivity, while defensive sectors
demonstrated relative resilience. Despite the spread widening, total returns were supported by the decline in
underlying governmentyields. European high yield spreads fluctuated around the mid-260bp area, widening modestly
toward month-end but remaining broadly contained. In the CDS market, iTraxx Europe moved into the mid-50bp range,
while XOVER widened more noticeably, reflecting higher sensitivity in lower-rated segments.
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Primary market activity remained robust through most of the month. February concluded as a particularly strong month
forissuance in Europe, supported by reverse yankee transactions and solid corporate supply, even as secondary spreads
widened. Issuance totaled approximately €21bn in the final week alone, broadly in line with prior weeks, and
contributed to what has been one of the strongest February volumes on record. Activity moderated slightly in the final
sessions amid increased uncertainty, but overall demand conditions remained constructive.

The fund posted a positive return, supported by lower government bond yields, which offset wider credit spreads. All
sectors contributed positively, with Banking and Utilities being the main contributors. On a relative basis, the fund
slightly outperformed its benchmark. During the month, we remained active in the primary market while maintaining
an overweight positioning.

At the end of the period, the fund had a yield to maturity (YTM) of 3.16% and a modified duration of 4.61, compared to
3.19% and 4.52, respectively, for its benchmark.
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