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After a strong start to the year for the fixed income markets, the environment has
gradually become more complex. Yet the credit market initially benefited from a favorable
environment: resilient global growth, gradual disinflation, and central banks perceived as
likely to ease monetary policy. This combination bolstered investor confidence, sustained
the appetite for carry trades, and suggested that risk premiums would remain relatively
stable.

Since then, the landscape has changed. The conflict in the Middle East has reignited
inflation fears as energy prices have risen. This development has led to a shift in monetary
policy expectations and a significant adjustment in interest rates.

However, the credit market has not entered a state of widespread stress. The gradual
normalization of energy prices, continued investment in artificial intelligence, and support
from public spending continue to underpin economic activity. Against this backdrop, the
readjustment observed in the fixed incomemarkets since the beginning of the year has
created attractive opportunities in both fixed income and credit.

Rates on short-term maturities have become attractive
again

The quarter was marked by the European Central Bank’s (ECB) first interest rate hike since
2023. Its key interest rate was raised by 25 basis points to 2.25%1, amid a temporary spike
in inflation linked to tensions in the Middle East. Inflation in the eurozone rose from 3.0%
in April to 3.2% in May before slowing to 2.8% in June, while core inflation continued to
decline, falling from 2.6% to 2.4%1. This trend confirms a slower return to the target than
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expected at the beginning of the year.

We view this rate hike more as a signal of credibility sent by the ECB than as the start of a
sustained cycle of monetary tightening. The ECB certainly wanted to reiterate its vigilance
regarding inflationary risks, but the economic environment differs significantly from that
of 2022. At that time, the energy shock occurred in an overheating economy. Today,
growth remains more moderate, and the labor market appears less tight. The rapid
decline in oil prices is also a key factor. Uncertainty centered mainly on the duration of the
shock and the pace at which energy prices would normalize. However, oil prices have
returned to their pre-conflict levels, reducing the risk of a sustained spillover into inflation
expectations. The market, however, has not yet fully factored this normalization into its
monetary policy expectations.

Today, the fixed income market is operating in an environment that is structurally
different from that of previous years. Financing needs are rising simultaneously across
several sectors: artificial intelligence, energy infrastructure, defense, industrial reshoring,
and public spending. This increased demand for capital is helping to keep real yields at
high levels.

In this context, we believe short-term rates offer better visibility than long-term rates.
Long-term rates offer little value and remain exposed to fiscal uncertainties, while yield
curves are generally quite flat. In the United States, the shift is even more pronounced
than in Europe. In just a few months, the market has moved from a scenario pricing in
several rate cuts to one where rate hikes are now already priced in. Kevin Warsh’s
appointment as head of the Federal Reserve in May marked a shift in tone: he ended
forward guidance, reducing the statement from more than 300 words to about 130, while
reiterating an unambiguous commitment to bringing inflation back to its 2% target2. In
this context, a rise in policy rates seems to us to be justified given the level of growth, the
scale of investment spending by hyperscalers, and the very strong performance of the
equity markets.

Financials Drive Performance in a More Selective Credit
Market

Yields remain high by historical standards. At the end of May, European Investment
Grade3 bonds offered a yield of nearly 3.5%1, while High Yield4 bonds exceeded
6%1—levels that continue to attract investors seeking steady income. Risk premiums,
however, remain near their lowest levels in recent years, underscoring the importance of
issuer selection and active portfolio management.

Against this backdrop, performance was driven primarily by the financial sector, which
continues to show strong momentum thanks to solid fundamentals. Despite this
resilience, we are maintaining a cautious approach by gradually reducing portfolio risk.
We now favor specific opportunities unique to certain issuers rather than those based on
general market trends, as current valuation levels offer only a limited margin of safety in
the event of renewed volatility.
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Our positioning:  striving for affordability without
sacrificing quality 

Our positioning is based on four key convictions.

First, we have decided to overweight sensitivity across the front end of the yield curve. The
readjustment of short-term rates has created value and offers an attractive entry point in
an environment where visibility remains limited for long-term maturities.

Second, we are maintaining our exposure to European credit. Fundamentals remain solid,
yields remain attractive, and the resilience observed since the start of the year supports
our analysis. In this context, we have increased our exposure to BBB-rated issuers in the
middle of the curve (3 to 7 years), while reducing our position in A-rated bonds with longer
maturities (7 to 10 years)5.

Third, we favor insurance subordinated notes over bank subordinated notes. In our view,
RT1s6 offer a better balance between yield and credit quality, while benefiting from the
strength of the financial sector.

Finally, we are becoming more selective in the high-yield segment. The segment continues
to offer attractive carry, but the increase in rating downgrades and rising idiosyncratic risk
warrant a cautious approach. We favor higher-quality issuers capable of withstanding a
persistently more challenging funding environment.

Hyperscalers: A Key Theme for the Coming Months  

One of the major themes for the coming months will continue to be the hyperscalers.
Major tech companies are pursuing unprecedented investment programs to develop the
data centers, digital infrastructure, and computing capabilities needed for artificial
intelligence. Capital expenditures by the five leading U.S. hyperscalers are now projected
to reach nearly $700 billion by 2026—an increase of more than $170 billion compared to
estimates from the beginning of the year7.

This momentum continues to support the technology sector’s financing needs and fixed
incomemarket activity. Issuance volumes by U.S. technology companies have thus risen
from $56 billion in 2023 to $120 billion in 2025 and have already reached $150 billion in the
first five months of 20261.

However, investors no longer automatically reward increased capital expenditures. The
market is becoming more selective and now seeks to identify companies capable of
demonstrating a tangible economic return on these investments. In this context, balance
sheet quality, cash flow generation, and the ability to translate these investments into
sustainable growth are likely to become increasingly important differentiators among
players in the sector.
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Más información sobre los fondos

R-co Valor Bond Opportunities R-co Conviction Credit Euro

Consulte este documento en nuestro sitio web

(1) Source: Bloomberg, July 2026.
(2) Press conference by President Warsh, June 17, 2026.
(3) Debt securities issued by corporations or governments with ratings ranging from AAA to BBB- on the
Standard & Poor’s scale.
(4) High-yield bonds are issued by companies or governments with high credit risk. They are rated below
BBB- by Standard & Poor’s.
(5) Source: Rothschild & Co Asset Management, June 30, 2026.
(6) RT1 (Restricted Tier 1) insurance subordinated notes are perpetual hybrid securities issued by
insurers, counted as Tier 1 regulatory capital, with discretionary returns and loss-absorption
mechanisms designed to strengthen the issuer’s solvency.
(7) CreditSights, Tech: Raising Hyperscaler Capex 2026 Estimates, February 2026.

https://am.eu.rothschildandco.com/es/nuestros-fondos/r-co-valor-bond-opportunities/
https://am.eu.rothschildandco.com/es/nuestros-fondos/r-co-conviction-credit-euro/
https://am.eu.rothschildandco.com/es/noticias/07-26-fixed-income-quarterly-strategy-july-2026/
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Advertencias

Advertencias de publicidad. La información, los comentarios y los análisis contenidos en este documento se facilitan a título meramente informativo y
no pueden considerarse un consejo de inversión, un consejo fiscal, una recomendación o un consejo de inversión por parte de Rothschild & Co Asset
Management. La información, las opiniones y los datos contenidos en este documento, considerados legítimos y correctos el día de su publicación, de
conformidad con el entorno económico y financiero vigente en esa fecha, pueden evolucionar en cualquier momento. Aunque este documento ha sido
preparado con sumo cuidado a partir de fuentes consideradas fiables por Rothschild & Co Asset Management, no ofrece ninguna garantía de la
exactitud y exhaustividad de la información y las apreciaciones que contiene, que solo tienen un valor indicativo y pueden modificarse sin previo aviso.
Rothschild & Co Asset Management no ha procedido a una verificación independiente de la información contenida en este documento y, por lo tanto,
no puede ser responsable de ningún error u omisión ni de la interpretación de la información contenida en este documento. Todos estos datos se
basan en información contable o de mercado. No todos los datos contables han sido auditados por un auditor. Además, habida cuenta del carácter
subjetivo de determinados análisis, conviene subrayar que la información, las proyecciones, las estimaciones, las previsiones, las hipótesis y/o las
opiniones eventuales no son necesariamente puestas en práctica por los equipos de gestión de Rothschild & Co Asset Management o de sus afiliados,
que actúan en función de sus propias convicciones. Algunas previsiones se preparan sobre la base de ciertas hipótesis, que probablemente podrán
diferir, ya sea parcial o totalmente, de la realidad. Cualquier estimación hipotética es, por naturaleza, especulativa y es posible que algunas, si no
todas, de las hipótesis relativas a estas ilustraciones hipotéticas no se materialicen o difieran significativamente de las determinaciones actuales. El
presente análisis sólo es válido en el momento de redactar el presente informe. R-co Conviction Credit Euro y R-co Valor Bond Opportunities son
subfondos de la Société d 'Investissement à Capital Variable de derecho francés "R-Co", con domicilio social en 29, avenue de Messine -75.008 París,
inscrita en 844.443.390 RCS PARIS. R-co Target 2027 HY y R-co Target 2029 IG son subfondos de la Sociedad de Inversión de Capital Variable "R-co 2",
con 889.511.747 RCS PARIS. La información no presume de la adecuación de la IIC presentada al perfil y a la experiencia de cada inversor individual.
Rothschild & Co Asset Management no puede ser considerado responsable de ninguna decisión adoptada sobre la base de los elementos contenidos en
este documento o inspirada por ellos. En caso de duda, y antes de tomar cualquier decisión de invertir, le recomendamos que se ponga en contacto
con su asesor financiero o fiscal. El Organismo de Inversión Colectiva (OIC) presentado anteriormente está organizado según la ley francesa y regulado
por la Autoridad de los Mercados Financieros (AMF). La inversión en participaciones o acciones de cualquier OIC no está exenta de riesgos. Ante todo, es
imperativo leer atentamente el DIC PRIIPS y el folleto de la IIC y, en particular, su sección relativa a los riesgos. Cada inversor debe asimismo asegurarse
de las jurisdicciones en las que se registren las participaciones o acciones de la IIC. El DIC PRIIPS/folleto completo está disponible en nuestra página
web: www.am.eu. Rothschildandco.com. El valor liquidativo (VL)/valor liquidativo (VL) está disponible en nuestra página web. La información
presentada no está destinada a ser difundida ni constituye en ningún caso una invitación a nacionales de los Estados Unidos o a sus representantes.
Las participaciones o acciones de la IIC presentadas en este documento no están ni estarán registradas en los Estados Unidos con arreglo a la U.S.
Securities Act de 1933, en su versión modificada ("Securities Act 1933"), ni admitidas en virtud de ninguna ley estadounidense. Estas participaciones o
acciones no deben ofrecerse, venderse ni transferirse a los Estados Unidos (incluidos sus territorios y posesiones) ni beneficiarse, directa o
indirectamente, a una "Persona estadounidense" (tal como se define en el Reglamento S de la Securities Act de 1933) y asimiladas (tal como se
contempla en la Ley estadounidense denominada "HIRE" de 18/03/2010 y en el dispositivo FATCA). Las cifras citadas se refieren a los años pasados. La
rentabilidad histórica no es un indicador fiable de la rentabilidad futura y no es constante a lo largo del tiempo. El valor de las inversiones y de los
ingresos derivados de ellas puede subir o bajar, y no está garantizado. Por lo tanto, es posible que no rechacen el importe inicialmente invertido. Las
variaciones de los tipos de cambio pueden afectar tanto al alza como a la baja al valor de las inversiones y de los ingresos derivados de ellas, cuando la
divisa de referencia del OIC sea diferente de la divisa de su país de residencia. Las IIC cuya política de inversión se dirige más concretamente a
mercados o sectores especializados (como los mercados emergentes) son generalmente más volátiles que los fondos más generalistas y de asignación
diversificada. En el caso de un OIC volátil, las fluctuaciones pueden ser especialmente importantes, por lo que el valor de la inversión puede caer
bruscamente de forma significativa. Las rentabilidades presentadas no tienen en cuenta los eventuales gastos y comisiones percibidos en el momento
de la suscripción y el reembolso de las participaciones o acciones de la IIC de que se trate. Las carteras, productos o valores presentados están sujetos
a las fluctuaciones del mercado y no puede garantizarse su evolución futura. El tratamiento fiscal depende de la situación individual de cada inversor y
puede ser objeto de modificaciones. Rothschild & Co Asset Management, Sociedad gestora de cartera con un capital de 1.818.181,89 euros, 29, avenue
de Messine -75.008 París. Acuerdo AMF Nº GP 17000014, RCS París 824.540.173. Está prohibida toda reproducción parcial o total de este documento, sin
la autorización previa de Rothschild & Co Asset Management, so pena de procesamiento.
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Acerca de la división de gestión de activos de
Rothschild & Co
La división especializada en gestión de activos del grupo Rothschild & Co ofrece servicios
personalizados de gestión a una amplia clientela de inversores institucionales,
intermediarios financieros y distribuidores. Articulamos nuestro desarrollo alrededor de
una gama de fondos abiertos aprovechando nuestras aptitudes y competencias de gran
recorrido en gestión activa y convicción, así como en gestión delegada. Con sede en París
y delegaciones en 10 países de Europa, gestionamos más de 50 mil millones de euros y
contamos con un equipo de 200 colaboradores(1).
Más información en: www.am.eu.rothschildandco.com

(1) Fuente: Rothschild & Co Asset Management, 31/07/2026.
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