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Fund commentary

The month of September was quite heavy in terms of events, from central bank meetings, macro data, new US tariffs 

announcements, political instability in France and geopolitical events.  

Despite all these, equity markets reached all-time highs, with S&P 500 at 6,688.46 points (+3.53% MoM), SXXP 600 

close to all-time highs rising 1.46%, the Euro continuing its appreciation vs the USD, up by 0.45% to 1.1733 having 

reached 1.1867 intra month, while Crude Oil Dropped slightly to $62.37 (-2.56%).  

In the bond market we saw lower rates, most notably in the US with the 10-year US Treasury at 4.15% and the short 

term 2 remained unchanged at 3.61%. In Europe, we saw flattening of curves, with the 10-year Bunds mostly stable, 

but the 2-year German rising 0.08% up to 2.02%.  

In terms of central banks, both the European Central Bank (ECB) and the Bank of England (BOE) decided to maintain 

their policy rates, expressing caution regarding near-term inflation trends. While the FOMC delivered the expected 25bp 

cut of the policy rate to 4%-4.25% range, justifying that the balance of risks between employment and inflation have 

shifted, a normal move after we saw cooling labor market data.  

In Europe the focus, was centered around France with Fitch downgrading the sovereign rating down to A+ from AA-, 

citing fiscal deficit concerns and political instability. The move comes after the resignation of former prime minister and 

the appointment by Macron of Sébastien Lecornu as the prime minister. 

Still the Euro corporate seemed unaffected. Euro Investment Grade spreads tightened by 5 bps down to 78 basis points 

(-23bps YTD), touching cycle tights of 76 basis points mid-month. The evidence was seen in French corporates that 

tightened by 6bps on average, still the Periphery outperformed led by Portuguese and Spanish financials that tightened 

by 9bps and 10bps respectively over the month. The Euro HY also performed well, tightening by 16bps helped by 13bps 

tightening of BBs. The month was very heavy in terms of issuance, with plenty of demand specially in the 3–5-year 

terms, with September marking new volume high at €117Bln and YTD over €850Bln issued so far. The inflows into the 

asset class continue to be the dominant technical, although we saw some slowdown towards month end. 

The fund posted a positive performance due to tighter credit spreads and performed in line to its benchmark. In terms 

of sectors, Banking was the top contributor significantly ahead of the rest that, however, still managed to generate 

positive returns. The fund was again active on primary market on the back of a strong new issue market. 
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The Fund had a YTM of 3.13%, a Modified Duration of 4.57, which compares to 3.17% and 4.49 respectively for its 

benchmark, at the end of the period.  
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