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Fund commentary

August was marked by resilient credit markets despite renewed volatility in government bond yields, persistent 

geopolitical uncertainty and a more cautious central-bank backdrop. Tensions in the Middle East and energy prices 

remained important drivers of market sentiment, while investors also focused on Jackson Hole and the possibility of 

further tightening by the Federal Reserve and other major central banks. 

In the US headline CPI rose 0.1% month-on-month and core CPI in line with expectations. Retail sales also softened, 

pointing to some cooling in consumption. However, Chair Warsh’s hawkish tone at Jackson Hole led markets to reprice 

the probability of a September hike, keeping rate volatility elevated. 

In Europe, the ECB debate also remained cautious, with policymakers focused on upside risks to inflation from energy 

prices. While European developments continued to influence global rates, US investors were primarily focused on the 

balance between softer labor market data, still persistent inflation risks and the Fed’s reaction function. 

Government bond markets remained volatile. Treasury yields rallied early in the month after weak labor data, but later 

moved higher again as fiscal concerns, resilient earnings and hawkish Fed communication weighed on duration. The 

long end remained under pressure, with the 30-year Treasury yield reaching its highest level since 2007, while the front 

end repriced higher after Jackson Hole. 

US investment grade credit remained broadly resilient. Broad US IG spreads widened by 1 bp to around 80 bps, while 

total returns were positive at approximately +0.40%, supported by carry despite the move in yields. IG yields rose 

modestly to around 5.50%, leaving year-to-date total returns slightly negative as higher rates continued to weigh on 

prices. 

The US IG 1–5-year segment, where the fund is focused, performed well. Spreads tightened by 1 bp to around 54 bps, 

outperforming the broader US IG market from a spread perspective, while total returns reached approximately +0.27%. 

Although this was slightly below the broader IG index return, the shorter-duration profile provided a more defensive 

return pattern and helped reduce exposure to the volatility in long-end Treasury yields. The segment continues to offer 

an attractive combination of carry, lower interest-rate sensitivity and solid credit quality.  

Sector performance was mixed but orderly. Within US IG, BBBs were the only rating bucket to tighten, while higher-

quality cohorts widened slightly. Telecommunications and Energy led the tightening, while Retail and Insurance lagged. 
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Curve performance also remained differentiated, with the front end holding up better than longer maturities, where 

duration risk remained the main headwind. 

US high yield performed strongly, supported by firmer risk appetite. Spreads tightened by 22 bps to around 263 bps, 

close to year-to-date tights, while total returns were approximately +0.99%. Performance was strongest in BB and B-

rated issuers, while CCCs continued to lag, highlighting ongoing dispersion in lower-quality segments. 

 

Primary market activity was heavier than usual for August, particularly in investment grade, and was well absorbed 

overall. However, supply remained an important theme, especially linked to large technology and AI-related issuers. 

Investor demand continued to favor high-quality credit and shorter maturities, where attractive all-in yields can be 

captured with lower duration risk. 

As for the fund, it enjoyed a positive performance during the month, behaving slightly better than the market, 

benefitting from its defensive positioning in the 0-1 years that provides greater cushion in term of carry, The fund was 

active in the primary market, adding new issues of ABBVIE, UPS, METLIFE or BBVA, taking advantage of new issue 

premiums, while also doing some extension/curve trades in names such as Netflix.  The fund ended the period with 

5.04 YTW and 2.83 years of duration. 
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