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Fund commentary

July was marked by the escalation of the conflict in the Middle East and its direct impact on oil prices, which became 

the main source of volatility for both rates and credit markets. Brent briefly moved close to the USD 100/bbl area before 

partially correcting later in the month, keeping inflation concerns high and pushing central banks to maintain a cautious 

tone.  

In Europe, the ECB kept rates unchanged at its July meeting, with the deposit rate at 2.25%. Although the decision was 

unanimous, the tone was hawkish, as some members had considered an immediate hike and the Governing Council 

continued to emphasize upside risks to inflation from energy prices. The market now expects a high probability of a 

further 25bp increase in September, particularly if inflation and energy data remain firm. 

In the US, the Federal Reserve also left rates unchanged, but the meeting showed a more divided Committee, with three 

members voting in favor of a 25bp hike. Chair Kevin Warsh highlighted the resilience of the US economy and kept all 

policy options open, while softer core PCE and weaker GDP helped moderate some of the most aggressive rate-hike 

expectations.  

Government bond markets delivered negative performance over the month. The move was mainly driven by higher 

energy prices; inflation concerns and more hawkish central bank expectations. German, French and Italian 10-year 

yields moved materially higher during the month, while Spanish yields also rose, with the 10-year ending close to 

3.60%. The Spain-Germany spread remained broadly contained, around the mid-40bp area.  

Euro investment grade credit showed resilience in spreads despite the adverse rates backdrop. Spreads remained 

broadly range-bound through the month, ending close to 77bp, only slightly wider versus the end of June. However, 

total returns were negative, driven mainly by the rise in underlying government bond yields rather than by credit 

deterioration. Performance was mixed across sectors. Financials held up relatively better than non-financials, while 

higher beta segments showed more volatility. Technology and telecom-related names were weaker in the second half 

of the month, partly affected by the continued focus on AI-related issuance and hyperscaler funding needs. Defensive 

areas remained more stable, such as peripheral non financials (skewed towards utilities) although the broad rise in 

rates weighed on total returns across most sectors. 

European high yield was more volatile but remained supported by carry and investor demand. Spreads moved wider 

toward month-end by 17bps, after touching minimum levels of the last 2 years during month. 
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Primary market activity was very strong in the first half of July, supported by solid demand and issuers taking advantage 

of open windows before the summer slowdown. Activity then moderated sharply in the final part of the month, in line 

with the usual seasonal pause and the increase in market uncertainty. The hyperscaler theme remained relevant, with 

large technology-related issuers continuing to represent an important share of supply. 

Fund flows remained broadly supportive for Euro credit, with continued inflows into both investment grade and high 

yield strategies during the month. However, investor preference remained tilted toward shorter-duration credit, 

reflecting the desire to maintain carry while limiting exposure to rate volatility.  

The fund delivered a negative return over the month, driven by higher market yields, while credit spreads remained 

anchored. Performance was broadly in line with the benchmark over the period. 

All sectors contributed negatively, although Banking, Capital Good and Basic Industries outperformed their benchmark. 

As in the previous month, the fund maintained an overweight position throughout the period, continuing to participate 

in primary market to capture new issue premiums. 

At period-end, the fund had a yield to maturity (YTM) of 3.81% and a modified duration of 4.60. 
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