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Fund commentary

June was marked by continued geopolitical uncertainty, a hawkish shift in central bank communication and persistent
volatility in rates markets. The conflict in the Middle East remained an important driver of sentiment, particularly
through its impact on energy prices and inflation expectations. However, hopes of a peace agreement between the US
and Iran, together with the reopening of the Strait of Hormuz, helped improve risk appetite later in the month.

In Europe, the ECB raised interest rates by 25 bps, bringing the deposit rate to 2.25%. The decision reflected concerns
that the energy shock could delay the return of inflation to target. Updated projections revised inflation higher and
growth lower, highlighting a more challenging macro backdrop. While some ECB members left the door open to further
tightening if needed, President Lagarde adopted a less cautious tone toward month-end, suggesting that there was no
immediate urgency for another rate hike.

In the US, the Federal Reserve kept rates unchanged, but communication was focused on inflation risks. Under the new
Fed Chair, Kevin Warsh, the first meeting had a hawkish bias, with stronger labour market data and resilient activity
reinforcing the idea that policy may need to remain restrictive for longer. This global shift in rate expectations remained
an important driver of fixed income volatility.

Government bond markets were volatile throughout the month. Yields initially moved higher as markets priced higher
inflation risks and a greater probability of additional tightening. As geopolitical tensions eased and oil prices retraced,
core and peripheral yields declined in the second half of June. Spanish 10-year yields ended the month close to 3.33%,
while the Spain-Germany spread remained contained, around the high-40bp area.

Euro investment grade credit remained resilient despite the more complex macro backdrop. Spreads were broadly
stable over the month, ending around 76-78 bps depending on the index, close to year-to-date tights. Euro |G yields
moved slightly lower to around 3.4%, supported mainly by the decline in rates late in the month. Total returns were
positive, at around +0.46% for June for both periphery and Core, taking year-to-date performance to approximately
+1.25%.

Performance was relatively balanced between financial and non-financial, with only limited curve steepening and little
differentiation across ratings. Sector dispersion was more visible: Autos underperformed, affected by profit warnings in
the sector, while Energy also lagged as oil prices corrected after the de-escalation in the Middle East. More defensive
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and carry-oriented areas, including Insurance, Real Estate and selected subordinated financials, remained well
supported.

European highyield also performed well, with spreads tightening during the month and ending close to 260 bps. In the
synthetic market, iTraxx Europe remained around 52 bps, while Xover tightened toward the 250-bps area, reflecting a
constructive tone in broader credit risk despite volatility in rates.

Default data remained contained. Moody's reported that the trailing T2-month global speculative-grade default rate
declined to 4.3% from 4.5%, close to its long-term average. The baseline forecast points to a further decline toward
3.7% over the next 12 months, supported by healthy financing conditions and continued market access for speculative-
grade issuers. Default risk remains concentrated in lower-rated, highly leveraged issuers with rate-sensitive debt.

Primary market activity was strong. June issuance reached approximately €113bn, above the €105bn recorded in June
2025, with year-to-date volumes running around 6% ahead of last year. Financial issuance was particularly strong and
helped offset lower non-financial supply. New issue premiums moved somewhat higher, around 8 bps versus 5 bps
previously, but transactions were generally well absorbed, reflecting solid demand for credit exposure.

Flows also improved during the month. Euro IG funds remained supported, with around €3.2bn inflows in June and
approximately €27.7bn year-to-date. High yield flows also recovered, with positive monthly inflows, although the asset
class remains negative year-to-date. The improvement in flows, together with strong primary market absorption,
reinforced the constructive technical backdrop for credit.

The fund delivered a positive return over the month, supported by lower market yields and a tightening of credit
spreads. Performance was broadly in line with the benchmark over the period.

All sectors contributed positively, with Banking and Utilities standing out as the main contributors. As in the previous
month, the fund maintained an overweight position throughout the period. This exposure was increased through
participation in the significant volume of new issues brought to market and was subsequently reduced following the
strong market performance.

At period-end, the fund had a yield to maturity (YTM) of 3.49% and a modified duration of 4.62.
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