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Eerste Kwartaal 2025

General Comment on Market Developments

 March was an eventful month in terms of political developments. The more 
confrontational approach from the new US administration has had a galvanising 
impact on European policymakers. European Commission President Ursula von der 
Leyen announced her proposal for close to €800bn of spending to boost the bloc’s 
defence capabilities, which comprises both €150bn of new European borrowing, as 
well as €650bn of additional fiscal space for countries to ramp up defence spending 
without breaching the EU’s fiscal rules.  

 Germany’s chancellor-in-waiting Friedrich Merz is also loosening the purse strings. 
The outgoing parliament has given its approval to a spending plan that can reach up 
to 1tn according to some market experts. This incorporates the creation of a special 
€500bn fund to modernize infrastructure over the next 12 years the reform of the 
German ‘debt brake’ to permanently exclude all defense expenditures above 1% of 
GDP from debt ceiling calculation. The plan amends Germany’s constitution to loosen 
borrowing rules, enabling unlimited defense spending and creating a special €500bn 
fund to modernize infrastructure over the next 12 years. This marks a dramatic shift 
from Merz’s previous opposition to raising the “debt brake” and reflects Germany’s 
heightened focus on rearmament and economic revitalization. The proposal to ease 
off the debt brake for defence spending, as well as a new €500bn infrastructure 
spending plan, shocked markets in March. 10-year German Bund yields rose by more 
than 30 basis points on the day after the announcement, with borrowing costs in other 
eurozone member states also rising over the quarter.  

 In the UK, following a deterioration in the fiscal outlook, UK Chancellor Rachel Reeves 
was forced to announce new spending cuts to the tune of £8.4 billion to comply with 
the government’s fiscal rules. However, UK assets were largely unperturbed by the 
policy changes, with 10-year Gilt yields ending the month 10 basis points above where 
they started.  

 The month was also characterised by tariff uncertainty, with markets experiencing 
larger risk-off moves. The extension for Canada and Mexico ended, and 25% tariffs 
were imposed on both on March 4, whilst tariff on China was raised to 20%. 
Separately, tariffs on steel, aluminium, and autos have been imposed at 25% and 
looking forward, investors are still awaiting the reciprocal tariffs.  

 Turning to Euro Area macroeconomic developments, inflation slowed slightly more 
than expected in March, with headline inflation easing to 2.2% and core inflation down 
to 2.4%, helped by falling energy prices and softer services inflation. Goods prices 
edged up, while food inflation picked up due to a spike in unprocessed items. Euro 
Area labour market continues to show resilience, with unemployment rate falling to 
6.1% in the latest print  

 Euro Investment Grade Credit delivered a marginally negative excess return in March 
(-0.25%), however, outperformed UK (-0.79%) and US (-0.42%) Investment Grade 
Credit. Spreads on the Bloomberg Barclays Euro Corporate Index moved 7bp wider, 
ending the month at 98bps. Financials outperformed non-financials with higher quality 
assets within the sector having better performance.

Performance

 Credit Allocation (-):  Credit beta management delivered a negative active 
performance versus the benchmark, given the fund’s overweight in DxS terms and the 
spread widening of the EUR IG index over the month. 

 Security and Sector selection (-): Within Financials, the largest detractor to 
performance was the overweight to Senior and selected AT1 instruments in Banking, 
with spreads widening over the month in anticipation of tariff announcements. The 
underweight positioning in the Insurance sector partly offset the detraction in 
Financials. Within non-financials, overall positioning across Industrials and Utilities 
also detracted from performance, partially offset by selective allocation to Hybrid 
instruments within Communications.   

 Macro (+): The overweight duration positioning detracted from the portfolio's 
performance as the yield of German Bunds rose on the back of the EU’s and German 
infrastructure and defence package announcements.

Rendement

% Kwartaal Jaar tot op 
heden

3-Jaars
Ann.

5-Jaars
Ann.

10-Jaars
Ann.

Fonds -1.22% 1.00% -2.01% -2.23% -0.08%

Benchmark -1.23% 1.21% -2.48% -2.36% -0.34%
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