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Fund commentary

Environment:   

The outbreak of the war against Iran on February 28, 2026, shook the global economy. Indeed, the risks of damage to 

the region's energy infrastructure and the closure of the Strait of Hormuz, through which a large part of the world's oil 

and gas trade passes, pushed Brent prices to levels close to $120 per barrel and heightened fears of a resurgence of 

inflation and a slowdown in overall growth.   

The uncertainty caused by this war completely changed the expectations of financial markets regarding monetary policy 

forecasts for 2026. While before the conflict began, they expected more than two 25bps rate cuts in 2026 to reach a 

terminal rate of 3.05% in the United States by the end of the year, they now expect none. In the Eurozone, markets were 

betting on less than one rate cut in 2026 to reach 1.80%. They now anticipate three 25bps rate hikes for a terminal rate 

of 2.65%.   

The ECB and the FED, which met in mid-March, both acknowledged this change in environment and the risks weighing 

on inflation and growth. However, both stated that the magnitude of the economic shock would depend on the size and 

duration of the oil shock. They call for patience until more data and visibility are available.   

Market:   

Fears of rising inflation pushed the yield on 2-year US Treasury bonds to nearly 4% at the end of March (compared to 

3.37% at the end of February). The 10-year yield climbed from 3.94% to 4.43% before ending the month at 4.32%.   

In the Eurozone, yields followed the same trend in March: the 2-year yield rose from 1.99% to 2.70%, and the 10-year 

yield from 2.64% to 3.09% before ending the month at 3%.   

In this context of a paradigm shift, the €STR swap curve steepened significantly. While it was flat around 1.92% (no 

movement anticipated), the 1-month rate now stands at 1.934% and the 1-year at 2.45%.   

Fears of a deterioration in the economic situation caused credit spreads to widen. The generic 5-year Itraxx index rose 

from 55.5 to 72.5.   

At the same time, short-term credit spreads widened slightly from 14 to 16bps over 3 months and from 31 to 33bps 

over one year.   
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Management:   

Assets under management continued to grow strongly (+€300m) to reach €3,800m at the end of March.   

Changes in monetary policy expectations led us to modify our approach to credit risk hedging. While we previously only 

hedged maturities longer than 6 months, we now hedge short maturities starting from 2 months.   

Furthermore, we remain very selective in our long-term investments in order to reduce volatility. 

Risk metrics: 

The portfolio’s WAM remained stable at 11 days, while the WAL remained globally stable at 146 days (slightly up from 

140 days at the end of February). 

 

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

 I-Share €str compounded Spread vs Index 

27/02/26 – 31/03/26 1.942% 1.933% €str +0.009% 

31/12/25 – 31/03/26 2.01% 1.936% €str +0.074% 
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