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General Comment on Market Developments

March was dominated by headlines surrounding the Iran conflict. The month opened with Brent
crude oil prices surging +7.26%, marking their largest monthly jump since March 2022. As the
conflict unfolded, energy prices continued to rise, while gold recorded its steepest monthly decline
since October 2008. Heightened geopolitical volatility added upside risks to inflation forecasts,
prompting major central banks to reassess the likelihood of interest rate hikes in an effort to
contain the resulting inflationary shock.

In Europe, such concerns remained front of mind for investors, particularly in light of the 2022
energy crisis. The 10 year German Bund yield rose 36bps over the month to end at 3.00%. These
moves occurred as the ECB held policy rates steady at 2.00%, in line with expectations. However,
updated baseline projections released at the meeting pointed to higher inflation forecasts
alongside weaker growth prospects for the euro area. March CPI data reinforced these concerns,
with headline inflation rising 63bps to 2.52% year on year, driven primarily by a sharp increase in
energy prices. In contrast, core inflation eased by 15bps to 2.26%. Taken together, these
developments further strengthened investor expectations that modest rate hikes may be required
to contain inflationary pressures should the conflict persist.

In the US, yields were also impacted by these headlines, with the 10-year Treasury yield rising
38bps over the month amid the country’s direct involvement in the war. During the period, the
Federal Reserve held policy rates steady in the 3.50%–3.75% range, while expressing some
concern around a potential overshoot of its inflation target given the uncertainty surrounding
developments in the Middle East. US CPI printed in line with expectations at 2.41% year on year;
however, this release reflected February data, prior to the escalation of the US Iran conflict, and
therefore does not capture the impact of the subsequent commodity price shock. Markets
remained highly sensitive to geopolitical headlines throughout the month, with updates from
President Trump contributing to heightened volatility across asset classes.

In the UK, 10 year gilt yields rose sharply over the month, ending 68bps higher at 4.91%. This
headline move masked significant intramonth volatility, with yields briefly reaching their highest
levels since 2008. These market dynamics underscored the UK’s sensitivity to inflationary shocks.
Against this backdrop, the Bank of England held policy rates at 3.75%, in line with expectations,
but struck a notably hawkish tone. All members acknowledged the possibility of further rate hikes
should energy prices continue to rise and fail to show sustained signs of moderation. UK CPI also
came in broadly in line with expectations at 3.0% year on year; however, the February release pre
dated the escalation of the conflict in the Middle East and therefore does not yet reflect the price
pressures stemming from recent commodity market moves.

European Investment Grade Credit delivered a negative excess return of -0.46% in March.
Spreads on the Bloomberg Barclays Euro Corporate Index widened by 15bps, ending the month at
97bps. Moves were driven by the underperformance of REITs, “Other Financials”, and Automotive
sectors due to their correlation to interest rates and oil prices. On the other hand, Energy,
Wirelines, and Consumer Cyclical Services were the sectors that outperformed. The risk-off
sentiment saw a reversal in flows for the asset class after 36 weeks of inflows, however these
were relatively muted compared to lower quality Fixed Income asset classes.

Performance

Credit beta (+): Despite the geopolitical induced volatility and widening of spread in Euro IG, credit
beta management added to performance. The team tactically traded the ongoing volatility via
Index CDS (mostly iTraxx Main), selling and buying protection in anticipation of valuations
differentials vs. cash bonds, therefore so far effectively protecting the portfolio from the wider
market underperformance.
Security selection (+): Security selection across Senior bonds in Basic Industry and Technology
contributed to performance, from names such as Ineos Finance in Chemicals, demonstrating the
team’s ability to extract alpha even in historically challenged sectors. The issuer’s contribution was
driven by a combination of structural policy tailwinds and improving sector dynamics. Three key
catalysts have underpinned the re-rating: first, China's removal of its VAT waiver on PVC exports
into Europe, which meaningfully reduces competitive pressure from low-cost imports and supports
volume and margin recovery for European producers such as INEOS; second, ongoing EU
discussions around carbon ETS reform, which, if enacted, would alleviate part of the cost burden
on energy-intensive European chemical manufacturers; and third, Germany's anticipated fiscal
expansion in 2026, which is expected to support industrial demand recovery across INEOS's core
end-markets. Select allocation to Senior bonds from Emerging Markets (e.g., Mexico, Romania)
detracted from performance as these broadly moved in-line with risk assets, and detraction also
came from allocation to higher beta sectors such as Banks (specifically in AT1) and specialised
Financials.

Duration and Curve (-): The overweight duration positioning detracted the most from the portfolio's
performance as rates significantly lagged at the beginning of the month following a sharp increase
in oil prices (over $100/bbl) and higher inflation expectations.

Rendement

Waarde begin van de periode € 68,539,898

Waarde eind van de periode € 65,811,431
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Fonds -1.80% 0.81% 2.17% -2.51% -0.13%

Benchmark -0.65% 1.23% 2.11% -2.55% -0.30%
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Outlook

In credit markets, Euro IG spreads have widened as the ongoing conflict has driven a more risk
off sentiment. However, relative to the magnitude of moves seen across other asset classes, the
widening in Euro IG has been relatively contained. This suggests that markets remain cautious
of a potential “TACO” outcome, where sentiment could reverse quickly and spreads retrace
materially tighter. Given the broader market backdrop, we remain mindful of downside risks -
particularly if outflows accelerate. From a positioning perspective, we are reducing exposure to
short dated carry and cash type placements, especially in bonds that have lagged broader
market moves. We continue to rotate the portfolio up in quality, reallocating from hybrids and
high yield into senior investment grade exposure, while also targeting lower beta names. At the
sector level, we are increasing allocations to more defensive areas such as Utilities and
Healthcare. Overall, we remain focused on maintaining flexibility, allowing us to adapt
positioning as the market environment evolves, while also looking for opportunities to selectively
remove hedges and add risk when conditions become more supportive.
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