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While the U.S. economy remains marked by persistent uncertainties—both in terms
of inflation and activity—weak signals in certain credit segments call for caution. In
the Eurozone, there are reasons for hope, with the rollout of stimulus plans and the
ECB’s ability to support the economy.

A Desynchronization of Central Banks

The monetary landscape is currently characterized by a desynchronization of major
central bank policies. In the United States, the Fed resumed its rate-cutting cycle in
September after nine months of status quo, with two more cuts expected by year-end. The
institution remains torn between its dual mandate: price stability—while inflation remains
above 2%—and full employment, in a context where the unemployment rate rose from
3.4% in Q2 2023 to 4.3% in August'. The Trump administration’s economic policy also
sends mixed signals. The fiscal support from the “One Big Beautiful Bill” is expected to
take effect from 2026, notably through immediate amortization of investment expenses
for U.S. companies, while the inflationary impact of protectionist measures is likely to give
way to a negative impact on household consumption. Additionally, the budget shutdown®
is disrupting the functioning of the federal administration. Since October 1, 2025, many
public services have been halted or are operating at reduced capacity, and the publication
of major economic statistics—especially employment data—has been suspended. This
situation complicates the assessment of the real health of the U.S. economy, both for the
Fed and for markets.

In Europe, the European Central Bank has announced the end of its monetary easing cycle.
The main question now is whether the Eurozone can regain momentum next year, notably
thanks to the German fiscal plan, and whether this recovery will be sustainable. While
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some economists forecast a positive impact of 0.4% on growth in 2026 and up to 0.8% by
2029, the ECB expects growth of only 1% next year'. With inflation stabilized around its 2%
target, the ECB can afford to wait before reacting in either direction. On the idiosyncratic
side, French risk could hinder the effective transmission of monetary policy in the
Eurozone. The OAT-Bund spread briefly exceeded 85 basis points in early October,
reflecting political uncertainty in France, before falling back below 80 basis points’.
However, visibility will likely remain low until the 2027 presidential election.

Beyond central bank decisions, the steepening of the long ends of yield curves reveals
growing uncertainties. This phenomenon, observed this year across all developed
countries, reflects inflation that may remain durably above central bank targets, with
growth stimulated by fiscal stimulus and/or investment plans. These additional financing
needs also fuel the term premium demanded by investors in a context of already
deteriorated public finances.

High Yield and Private Debt: Weak Signals Accumulate

Recent events—such as the bankruptcy of Braskem in Brazil’s chemical sector, First

Brands in the U.S., and Tricolor—are fueling uncertainty and highlighting risks linked to off-
balance-sheet financing and private debt. The U.S. regional banking sector is also showing
signs of stress, as seen with Zion Bancorp, which suffered a $50 million® loss due to
fraudulent exposure in commercial real estate. Nevertheless, the credit market does not
appear concerned about potential contagion, thanks to solid fundamentals and the
inherent transparency of this market. Investment Grade* continues to benefit from
attractive carry, helping to offset rate volatility. In High Yield®, demand remains strong, but
investors are increasingly selective, avoiding B- and CCC-rated issues, as well as certain
cyclical sectors such as chemicals.
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Source : Rothschild & Co Asset Management, october 2025
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Outlook and Positioning

In this complex environment, management flexibility is essential to adjust portfolio
positioning when needed. Carry remains the main driver of performance in a high-rate
context. European Investment Grade® credit remains favored, particularly for maturities of
three to seven years and in defensive sectors, which help mitigate economic uncertainties.
Financial subordinates, though more volatile, benefit from solid fundamentals and
attractive yields. In the High Yield> segment, selection focuses mainly on BB-rated issuers,
with particular attention to sector dispersion. Increased valuation monitoring and the
implementation of reasonably priced hedges help preserve carry without lowering
portfolio credit quality. Regarding France, caution remains warranted given the lack of
political visibility and a risk premium that is still considered too low.

Vigilance and Agility: Key Words for an Uncertain Cycle

The desynchronization of monetary policies, rising fiscal and political risks, and the
emergence of weak signals in the credit market call for active, selective, and flexible
management. The priority remains preserving carry and portfolio credit quality, while
staying alert to rapid changes in the macroeconomic and financial environment. In this
context, the ability to quickly adjust exposures and focus on the most resilient segments
will be key to generating performance.

Learn more about the fund(s)
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Check this document on our website
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https://am.eu.rothschildandco.com/en/our-funds/r-co-valor-bond-opportunities/
https://am.eu.rothschildandco.com/en/our-funds/r-co-target-2030-ig/
https://am.eu.rothschildandco.com/en/our-funds/r-co-conviction-credit-euro/
https://am.eu.rothschildandco.com/en/our-funds/r-co-target-2029-hy/
https://am.eu.rothschildandco.com/en/news/2510-fixed-income-quarterly-strategy-october-2025/

(1) Source: Bloomberg, October 2025.

(2) Political situation in which the US Congress fails to vote on the funds necessary for the government
to function, leading to a partial shutdown of its activities.

(3) Source: Reuters, 10/20/2025.

(4) Debt securities issued by companies or governments rated between AAA and BBB- by Standard &
Poor's.

(5) High-yield bonds are issued by companies or governments with high credit risk. They are rated below
BBB- by Standard & Poor's.

ROthSCh|ld & CO Fixed Income Quarterly Strategy - October 2025 4

Asset Management



Disclaimer

Advertising communication. The information, comments and analysis contained in this document are for illustrative purposes only and should not be
considered investment advice, tax advice, recommendation or investment advice by Rothschild & Co Asset Management. The
information/opinions/data contained herein which are considered legitimate and correct on the date of publication in accordance with the economic
and financial environment in place on that date are subject to change at any time. Although this document has been prepared with the utmost care
from sources deemed to be reliable by Rothschild & Co Asset Management, it provides no guarantee as to the accuracy and completeness of the
information and assessment it contains, which are only indicative and are subject to change without notice. Rothschild & Co Asset Management has not
independently verified the information contained in this document and therefore will not be responsible for any errors, omissions or interpretations of
the information contained in this document. All such data has been prepared on the basis of accounting or market information. Not all accounting data
were audited by an auditor. Furthermore, given the subjective nature of some analyses, it should be emphasised that any information, projections,
estimates, forecasts, assumptions and/or opinions are not necessarily put into practise by the management teams of Rothschild & Co Asset
Management or its affiliates, who act on the basis of their own convictions. Certain forward looking statements are prepared on the basis of certain
assumptions, which are likely to differ either partially or in full from reality. Any hypothetical estimate is, by its nature, speculative and it is possible that
some, if not all, assumptions relating to these hypothetical illustrations do not materialize or significantly differ from the current determinations. This
analysis is not valid unless at the time of drafting this report.

Any partial or total reproduction of this document is prohibited, without the prior authorisation of Rothschild & Co Asset Management, on pain of
prosecution. It should not be considered investment advice, tax advice, recommendation or investment advice by Rothschild & Co Asset Management.
The figures quoted relate to past years. Past performance is not a reliable indicator of future performance and is not constant over time. The
information/opinions/data contained herein, which are considered legitimate and correct on the date of publication in accordance with the economic
and financial environment in place at that date, are subject to change at any time. Although this document has been prepared with the utmost care
from sources deemed to be reliable by Rothschild & Co Asset Management, it provides no guarantee as to the accuracy and completeness of the
information and assessment it contains, which are only indicative and are subject to change without notice. Rothschild & Co Asset Management has not
independently verified the information contained in this document and therefore will not be responsible for any errors, omissions or interpretations of
the information contained in this document. Furthermore, given the subjective nature of some analyses, it should be emphasised that any information,
projections, estimates, forecasts, assumptions and/or opinions are not necessarily put into practise by the management teams of Rothschild & Co Asset
Management or its affiliates, who act on the basis of their own convictions. Certain forward looking statements are prepared on the basis of certain
assumptions, which are likely to differ either partially or in full from reality. Any hypothetical estimate is, by its nature, speculative and it is possible that
some, if not all, assumptions relating to these hypothetical illustrations do not materialize or significantly differ from the current determinations. [
Where applicable: In addition, the development of these assumptions was not necessarily carried out taking into account, in a comprehensive manner,
all the events and conditions applicable. The information does not presume the suitability of the presented UCI for the profile and experience of each
individual investor. Rothschild & Co Asset Management will not be held liable for any decision taken on the basis of the information contained in or
inspired by this document. In case of doubt, and before any decision to invest, we recommend that you contact your financial or tax advisor.

About Rothschild & Co's Asset Management division

Dedicated asset management division of the Rothschild & Co Group, we offer personalised management services to a broad client base of institutional
investors, financial intermediaries and distributors. We focus our development on a range of open ended funds marketed under four strong brands:
Conviction, Valour, Thematic and 4Change, and benefiting from our long term expertise in active and conviction based management as well as
delegated management. Based in Paris and based in 9 countries in Europe, we manage more than 31 billion euros and bring together nearly 160
employees. More information at www.am.eu.rothschildandco.com
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About the Asset Management’s division of
Rothschild & Co

As the specialised asset management division of the Rothschild & Co group, we offer
personalised asset management services to a broad client base of institutional investors,
financial intermediaries and distributors.

Our development is focused on a range of open-ended funds, marketed under five strong
brands: Conviction, Valor, Thematic, 4Change and OPAL, leveraging our long-term
expertise in active management with conviction as well as in delegated management.
Based in Paris and established in 9 European countries, we manage more than 38billion
euros and employ nearly 170 people.

More information at: www.am.eu.rothschildandco.com

France

29, Avenue de Messine
75008 Paris
+33140744074

Switzerland

Rothschild & Co Bank AG
Rue de la Corraterie 6
1204 Genéve

+4122 818 59 00

Germany - Austria

BorsenstraRe 2 - 4
Frankfurt am Main 60313
+49 69 299 8840

Visit our internet site
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Belgium - Netherlands -
Luxembourg

Rue de la Régence 52
1000 Bruxelles
+3226277730

Italy

Passaggio Centrale 3
20 123 Milano
+3902 7244 31

Spain

Paseo de la Castellana 40 bis
28046 Madrid
+3902 7244 31

Follow us on LinkedIn
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https://am.eu.rothschildandco.com/
https://linkedin.com/showcase/rothschild-&-co---asset-management-europe/
https://am.eu.rothschildandco.com/
https://linkedin.com/showcase/rothschild-&-co---asset-management-europe/

