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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 above the USD 100/bbl area before
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 remained 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 communication remained focused on inflation risks. The
meeting showed a more divided Committee, with several members favoring a 25bp hike. Chair Kevin Warsh highlighted
the resilience of the US economy and kept all policy options open. At the same time, softer core PCE, weaker payrolls
print and lower-than-expected GDP helped moderate some of the most aggressive rate-hike expectations.

US Treasury markets delivered negative performance over the month. The move was mainly driven by higher oil prices,
inflation uncertainty and concerns around the Fed's communication strategy. The adjustment was particularly visible at
the long end of the curve, with the 10-year Treasury yield ending July at 4.73% and the 30-yearyield at 5.27%, resulting
inanotable steepening of the curve. This rates move was the dominant driver of performance across US credit markets.

US investment grade credit weakened in total return terms, although spreads moved modestly wider. Broad US IG
spreads widened by 3bps to 79bps, while yields rose 26bps to 5.46%, the US IG 1-5 year segment was more resilient
interms of returns, but spreads widened by 3bps, in line with the broader US IG market, but total return was only slightly
negative, compared with bigger fall in the overall index. This difference reflects the lower duration profile of the 1-5
year bucket, which helped cushion the impact of the sharp move higher in Treasury yields. The front end continues to
offer a more defensive profile, combining attractive carry, lower interest-rate sensitivity and solid credit quality.

Sector dispersion increased during the month. In investment grade, sentiment was affected by concerns around Al-
related capital expenditure and technology-linked issuance. The weakest areas were higher-quality long-duration
segments and sectors such as Technology and Media, while Autos, Energy and Consumer Goods held up better. Across
maturities, the very front end outperformed the rest of the curve, while longer-dated credit remained more exposed to
the rise in Treasury yields.
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US high yield also weakened, with spreads widening by around 10bps, in contrast with the 5bps tightening seen in Euro
high yield. This divergence highlights the relatively more challenging backdrop for US risk assets during the month,
given the larger move in Treasury yields and the sensitivity of US markets to Fed communication.

Primary market activity remained selective but functional. Demand continued to favor higher-quality issuers and shorter
maturities, where investors could capture attractive all-in yields while limiting duration risk. The 1-5 year part of the
market remained well supported by investors seeking carry in @ more volatile rates environment.

As for the fund, like the market it suffered from the rise in rates and small widening of spreads over the course of the
month, slightly underperforming its benchmark due to its small overweight position in duration. In terms of segments
non-financials overperformed offsetting financials underperformance and in curve the ultra-short continued to provide
stability. We tock advantage of primary market to add some new issues to the fund, in names such as Enel, BFCM and
Nationwide while selling some short-dated positions trading expensive. The fund ended the period with 4.96% YTW
and 2.81 years of duration.
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