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General Comment on Market Developments

Global bond yields declined over the month of September driven by central bank
surprises, economic data and follow-through on rate cuts. 10-year German Bunds fell
over 20bps to 2.12%, outperforming 10-year US Treasuries that fell 6bps, ending the
month at 3.80%

The US Federal Reserve has jumped out to a faster start to the rate cutting cycle than
market participants expected, by lowering interest rates by 50 basis points at the
September FOMC meeting, while stressing that the future rate path remains uncertain
and data dependent. Indeed, US data continues to point to a resilient consumer and
slowly rebalancing labour market.

Meanwhile in Europe, the European Central Bank (ECB) continued to lower interest
rates by 25bps in September after having left rates unchanged at the prior meeting.
While initially guiding to another pause at the upcoming October meeting, a series of
weakening business surveys, labour market indicators, and a sharper than expected
decline in September Euro Area CPI has changed the tone of ECB speaker over the
month, suggesting the possibility of sooner (October) and potentially faster rate hikes
by the bank. Euro area headline inflation fell from 2.2% to 1.77% YoY, below
Bloomberg consensus of 1.85% YoY. This is the lowest inflation print since early 2021
and is largely a result of large negative energy base effects (energy inflation plunged
from -3.0% to -6.0% YoY), and core inflation ticked down only marginally (from 2.8% to
2.7% YoY).

Euro Investment Grade Credit saw muted performance in September, with spreads on
the Bloomberg Barclays Euro Corporate Index widening by only 1bp to 117bps and
delivering an excess return of 0.1% at the index level. European Credit underperformed
US Corporates that saw a greater positive excess return on the month and where
spreads tightened by 4bps at the index level to 93bps. The muted European credit
performance at index level masks meaningful sector moves with with spreads widening
particularly in higher beta sectors such as Autos as new car registrations in EU in
August were very weak. The asset class continued to see inflows at a stead, high pace,
helping keep spreads contained.

Our key takeaway from the central bank moves in September, which will resonate
through the financial system for the coming months, is that both the Federal Reserve
and European Central Bank will lowering interest rates persistently for the next two
years. As interest rates move lower, fixed income assets will benefit from the move, but
not necessarily in a straight line, given questions surrounding the economies, the
upcoming election in the US, differing Economic developments, as well as geopolitics
and trade/tariffs which will continue to evolve from here.

Performance

Credit Allocation: Credit beta management delivered a flat active performance versus
the benchmark, with the EUR IG index finishing the month unchanged in spread terms.

Security and Sector selection (+): Within financials, the overweight to Senior issues
from the Banking sector performed well, with the sector outperforming non-financials in
the month. Security selection in REITS was another contributor, with the sector one of
the best performing year to date in the asset class. Positioning in non-financials also
delivered positive results, with underweights to more cyclical sectors in Industrials
contributing the most. The underweight to the Automotive sector was the largest
contributor, with the sector underperforming the broader EUR |G index after a series of
earning warnings the previous months. The overweight to non-cyclical consumer
industrials was another contributor. Our overweight to cash bonds held versus hedges
via synthetics also added to performance, with former outperforming the latter over the
month.

Macro (-): An overweight duration position via 5-year European duration added to
performance. However, this was more than offset by the attribution from curve given the
curve steepening over the month. A cross market relative value trade held in the UK vs
the US and Europe also underperformed
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Waarde begin van de periode € 83,242,520

Waarde eind van de periode € 80,398,658

Kwartaal Jaartotop 3-Jaars 5-Jaars 10-Jaars

%

heden Ann. Ann. Ann.
Fonds 3.77% 10.68% -3.97%  -2.40%  0.83%
Benchmark 4.15% 9.29% -3.95%  -2.61% 0.49%

Outlook

The sharp slowdown in European headline inflation
surpassed ours, the market consensus and the
ECB’s expectations. It reinforces our strategic view
to be long duration, with the focus of our exposure
still expressed via the 5Yr point of the European
curve as market continues to price a neutral rate
above 2.0%. In credit, we remain relatively defensive
in light of the significant supply that has come to
market frontloaded ahead of US elections and the
black-out period for the Q3 earnings reporting. We
anticipate a small volatility around Q3 earnings
reporting that we see as an opportunity to keep
adding risk as results in general are backwards
looking, and we are now moving into a supportive
monetary policy easing environment. The Chinese
fiscal stimulus announced recently could act as
another tail wind for the asset class. On a relative
basis, EUR Investment Grade credit continues to
screen cheap versus USD Investment Grade credit
or synthetic indices. Where invested, we favor the
senior tranche of the capital structure and are tilted
towards long-end non-cyclical Industrials and
financial sectors.



