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Fund commentary

September was a difficult month for fixed income markets, dominated by a sharp rise in sovereign yields,
renewed inflation concerns and escalating tensions in the Middle East. Higher energy prices, driven by the
conflict involving Iran and risks to energy supply routes, reinforced a higher-for-longer rates narrative and
weighed on duration across global markets.

In the United States, the Federal Reserve delivered a 25bp rate hike and maintained a restrictive stance,
keeping markets focused on inflation risks despite some softer macro data later in the month. Treasury yields
moved sharply higher, with long-end yields reaching multi-decade highs, becoming the main driver behind
weaker fixed income returns globally.

In Europe, the ECB also raised rates by 25bp to 2.50%, while continuing to highlight the inflationary risks linked
to energy prices. Although markets reduced expectations for additional near-term hikes towards month-end, the
overall message remained hawkish. At the same time, concerns over France's fiscal outlook and political
uncertainty triggered a significant widening in the OAT-Bund spread, adding a distinct European risk premium.

Against this backdrop, Euro |G credit weakened but remained relatively orderly. The Euro IG index widened by
11bps during the month, finishing September at 89bps. Financials widened 12bps to 92bps, while non-financials
widened 10bps to 87bps. Importantly for peripheral credit investors, the widening was broadly similar across
regions. Peripheral non-financials widened 9bps compared with 10bps for core issuers, while peripheral
financials widened 12bps, in line with core financials. This resilience suggests that the deterioration in French
sovereign risk did not materially spill over into peripheral corporate credit markets.

Sector performance was more differentiated. Real Estate was the weakest-performing sector, widening 20bps,
followed by Automotive (+15bps) and Banking (+13bps). By contrast, Energy proved relatively resilient,
widening only 4bps, while Consumer Goods, Healthcare and Technology & Electronics also outperformed the
broader market. The widening was more pronounced lower down the rating spectrum, with BBB spreads
widening 13bps compared with around 40bps for BB and single-B credit.

Despite the volatile backdrop, credit fundamentals remained broadly constructive. Rating activity was generally
supportive, with several positive rating actions across European issuers, particularly within the banking sector.
The overall picture remained one of stable corporate balance sheets rather than a deterioration in credit quality.

Primary market activity was exceptionally strong, and September became one of the busiest issuance months
on record in Europe. Companies continued to front-load funding plans ahead of potentially higher funding costs,
while investor demand remained healthy and order books were generally well supported.
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Fund flows weakened as the month progressed. Strong inflows at the beginning of September gave way to
outflows as the rates sell-off intensified, with high yield experiencing the largest redemptions. Nevertheless,
demand remained skewed towards higher-quality credit, with investors favoring investment grade over riskier
segments of the market.

Overall, September was primarily a rates-driven sell-off rather than a credit event. While Euro IG spreads
widened moderately, the dominant driver of negative returns was the sharp rise in underlying government bond
yields. Credit fundamentals remained broadly stable, primary markets stayed open and peripheral corporate
credit continued to perform in line with, or slightly better than, core markets despite the increase in European
political and fiscal risks.

The fund delivered a negative return over the month, driven by the aforementioned higher market yields and
wider credit spreads. Performance was below the benchmark over the period. From a sector perspective, all
sectors had a negative contribution during the month with Banking as the largest detractor.

At the end of the period, the fund had a yield to maturity (YTM) of 4.51% and a modified duration of 4.76,
compared with 4.34% and 4.39, respectively, for its benchmark.

This document has been prepared by Santander Asset Management Luxembourg S.A. in relation to one or more Luxembourg undertakings for collective investment in transferable
securities (‘UCITS”) under its management, under and in accordance with the UCITS Directive, and is provided solely in confidence for the recipient for the specific purpose of evaluating
a potential investment or an existing investment in a UCITS managed by Santander Asset Management Luxembourg S.A.

This document is a marketing communication. Please refer to the prospectus of the UCITS and to the key information document (“KID”) or for UK investors the key investor information
document (“KIID”) before making any final investment decisions, purchasing or converting shares or redeeming investments, together with the list of countries where the UCITS is registered
for sale, available at www.santanderassetmanagement.lu or via authorized intermediaries in your country of residence.

This document is intended to provide information that summarizes the main characteristics of the UCITS and under no circumstances constitutes a contractual agreement or an information
document required by any legislative provision. It is not a recommendation, personalized investment advice, an offer or solicitation to buy or sell any shares in the UCITS described in this
document. Likewise, the distribution of this document to a client, or to a third party, should not be regarded as a provision or an offer of investment advisory services.

The UCITS described in this document may not be notified and registered for marketing in all EEA Member States under the UCITS Directive marketing passport and Santander Asset
Management Luxembourg S.A and/or the UCITS has the right to terminate the arrangements made for marketing of the UCITS in certain jurisdictions and to certain investors in accordance
with applicable laws and regulations, including the UCITS Directive provisions.

It has not been proven that the data contained in this document meet marketing requirements of all countries of sale. The UCITS described in this document may not be eligible for sale
or distribution in certain jurisdictions or to certain categories or types of investors. This UCITS may not be directly or indirectly offered or sold to or for the benefit of a United States Person
under FATCA regulation (Foreign Account Tax Compliance Act), in line with the selling restrictions of the prospectus of the UCITS.

Past performance does not predict future returns. The returns may increase or decrease as a result of currency fluctuations relative to the respective investors’ currency.

Investment in the UCITS may be subject to investment risks, including but not limited to, market risk, credit risk, issuer and counterparty risk, liquidity risk, foreign currency risk and, where
applicable, risks pertaining to emerging markets. Additionally, if the funds hold investments in hedge funds, real estate funds, commodities and private equity, it should be noted that these
can be subject to valuation and operational risks inherent in this type of assets and markets as well as the risk of fraud or risk derived from investing in unregulated or unsupervised markets
or unlisted assets. Complete information on the risks can be found in the relevant “Risk Factors” section of the UCITS prospectus and KID (or KIID for UK investors), which should be
consulted and read by the investors.

This UCITS has a prospectus (which is drafted in English), a KID (drafted in English and other languages depending on the country of registration of the UCITS) and a KIID for UK investors
(drafted in English), which can be obtained from www.santanderassetmanagement.lu

For product information, please contact Santander Asset Management Luxembourg S.A. (43, Avenue John F. Kennedy L-1855 Luxembourg - Grand Duchy of Luxembourg), management
company of the UCITS under the supervision of the Commission de Surveillance du Secteur Financier (CSSF). The depositary and administrator of the UCITS is CACEIS Bank,
Luxembourg Branch (5, Allée Scheffer, L-2520 Luxembourg - Grand Duchy of Luxembourg).

Prior to investment in the UCITS it is advisable that the investor seeks personalized advice regarding taxation as it depends on the individual circumstances of each investor and may
change in the future.

Investors can obtain a summary of investor rights in English from www.santanderassetmanagement.lu

Information herein is believed to be reliable. Santander Asset Management Luxembourg S.A. assumes no responsibility for any use of the information contained herein.
© Santander Asset Management Luxembourg S.A. All Rights Reserved.


http://www.santanderassetmanagement.lu/
http://www.santanderassetmanagement.lu/
http://www.santanderassetmanagement.lu/

