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Fund commentary

The month of December was marked by central bank meetings and key economic data as the year ended. Market moves 

were driven more by adjustments in interest rate expectations than by any change in sovereign risk perceptions. Equity 

markets ended the year with positive returns (SXXP +16.66%/S&P +16.39%) with SXXP up by 2.73% in December, while 

S&P was slightly down by up by 0.05% over the month. 

In the US, the Federal Reserve cut interest rates by 25bps, down to 3.50%-3.75% range, while emphasizing that future 

decisions will depend on incoming data. At the same time, stronger growth forecasts led investors to question how 

quickly further rate cuts might take place in 2026, putting some upward pressure on longer-term yields.  

In Europe, the ECB left rates unchanged (as expected) and confirmed that it is likely approaching the end of the 

tightening cycle, although it continues to stress a cautious, meeting-by-meeting approach. 

During the month, the ECB’s High-Level Task Force published 17 high-level recommendations aimed at simplifying bank 

prudential and MREL rules, including vague options on AT1s (make more loss-absorbing or phase them out), but the 

report is non-retroactive and lacks concrete near-term changes.  

On other news, the ECB is set to run a stress test next year (2026) focused on geopolitical risks. Banks must figure out 

which events could hit their capital by 300 basis points and show how those scenarios would impact their liquidity and 

funding. The goal: make sure banks are ready for whatever global surprises come their way. 

In 2025, most major European banks exercised their options to call AT1 and Tier-2 securities at the earliest chance, 

supported by favorable market conditions and the strategic use of tenders. Looking ahead to 2026, although there are 

fewer callable instruments (39 AT1s and 29 T2s), current market prices indicate that further calls are likely, as many 

AT1s are priced on a yield-to-call basis and banks retain flexibility through tender offers. 

With the year ending the only relevant new issue came from BNP that issued USD AT1 callable in 8 years.  

As for Financial credit markets, after some weaknesses in November, spreads recovered the tightening pattern, with 

the Contingent Convertible market tightening by 13bps. The tightening was led by EUR and GBP issues (-13bps/-15bps) 

while the USD issues recovered towards the end of the month (-12bps). In terms of sectors, similar performance 

between Banks and Insurance, although GBP insurers behaved better. In other parts of the capital structure, the Euro 

Lower Tier 2 issues tightened by 7bps while Senior Financial bonds tightened by 1bps.  

Marketing Communication 

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


 

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 JP Morgan SE, Luxembourg Branch (6, route de Treves, 

L-2633 Senningerberg - 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. 

The Fund enjoyed positive performance over the month, benefiting from the tightening of spreads. The Fund continues 

to build its portfolio, with its NAV now exceeding $100Mln vs $76Mln at the end of November. The buildup has been 

done mostly via secondary market adding only BNP new issue via primary market. In terms of sectors, the Fund is 

invested 82% in Banks, 9% in Insurance and 4% in Financial Services. By Geography UK, France and Spain are regions 

accounting for 48% and in Latam the fund as 5% distributed via 3 issuers (Bancomer, Banorte and BCI). The top 3 issuers 

are Barclays Bank, Societe General and Intesa San Paolo. The Fund ended the month with a YTM of 6.72 %, YTW of 

5.27% and duration of 3.14 years, with 5% in cash, BB+ average rating and invested across 124 securities.  
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