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Fund commentary

Environment:   

The war between the USA and Iran continued throughout August with no peace deal in sight. The Memorandum of 

Understanding signed in June expired and the Strait of Hormuz remained closed pushing oil prices higher. While the 

price of Brent has fallen back below $80 per barrel early in August, renewed tensions have moved it up above $90. 

In the USA, second quarter GDP growth was confirmed at 1.5% (against 2.1% in the first quarter). The Core Personal 

Consumption Expenditures Price Index, which, as Mr Kevin Warsh reminded, remains the Fed’s preferred indicator in 

terms of inflation, was released at 3.3% in July, much above the 2% target. On the labor market side unemployment 

fell to 4.1% because of a decline in labor force participation. 

In the EuroZone, GDP grew 1% YoY in the second quarter, showing surprising resilience to the Middle East tensions. 

Preliminary Core CPI for August has slightly decreased to 2.4% from 2.5% in July. The unemployment rate raised slightly 

to 6.4% in Europe. 

 

Central Banks:   

The FOMC did not hold a meeting in August, but the minutes of July meeting showed an internal split between Fed 

members waiting for additional data and those voting for a 25bps hike. Nevertheless, it appears that further tightening 

would be necessary if inflation does not decline. At Jackson Hole, Chair Warsh warned inflation is not meaningfully 

slowing and signaled “work to do”. This lastest statement has changed the expectations for a 25bp rate hike at the 

upcoming September FOMC, with the probability rising from 36% to 68%. 

The minutes of July ECB meeting showed some members favored a hiked and discussed “mildly restrictive” policy. At 

Jackson Hole, Isabel Schnabel and Primoz Dolenc made a strong case for a September hike, with Peter Lane forecasting 

inflation around 3% for the rest of the year. 25bps rate hike is now fully priced by the market during September meeting. 

 

Markets:   
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Impacted by tensions in the Middle East and political and economic situation in the USA, rate have been volatile over 

the course of the month with 2-year US government rate evolving between 4.20 and 4.34% and 10-year between 4.61 

and 4.75%. 

In the EuroZone, Government rates have grown significantly from 2.80% to 2.95% for 2-year and from 3.20% to 3.35% 

for 10-year. This increase was due to inflation risk, concerns about fiscal deficit and political situation in France. 

The €STR swap curve reflects the upcoming rise in interest rates. Therefore, 1-month swap increased from 2.19% to 

2.32% and 1-year from 2.60% to 2.72%. 

5-year credit spreads moved little. Those of well-rated banking institutions remained stable at 18bps for 3 months and 

35bps for 1 year. 

 

Management: 

Assets under management continued to grow strongly (+€183m) to reach € 5 348m at the end of August.   

Since we expect the ECB to increase its key interest rates by 25bps in September, we have kept on lowering our WAM 

to 4 days. 

We continue to invest on longer maturities to benefit from higher credit premium, while remaining very selective. 

 

Risk metrics : 

The portfolio’s WAM moved up to 4 days, while the WAL increased from 154 to 143 days. 

 

Net Performance (I-share class – 360 basis) versus index: 

 I-Share €str compounded Spread vs Index 

31/07/26 – 31/08/26 2.261% 2.189% €str +0.072% 

31/12/25 – 31/08/26 2.135% 2.024% €str +0.111 % 
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