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Approaching fixed-income markets 
with flexibility
In an uncertain fixed-income  environment, generating returns 
while avoiding excessive exposure to interest rate risk is a 
balancing act. How can this tricky situation be optimally handled? 
Focus on R-co Euro Crédit’s investment strategy.
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R-co Euro Crédit, the flagship fund 
of Rothschild & Co’s fixed income range, 
was created nearly20 years ago 
and is focused on maximising the various 
investment opportunities in the euro-denominated 
fixed-income  segment while ensuring 
that risks are strictly assessed. 

Through the active management of modified 
duration and by favouring securities with 
intermediate maturities, the portfolio management 
team intends to protect itself from a steepening of 
the yield curve. For instance, this approach allowed 
the fund to outperform its index during periods of 
rate increases. In addition, the use of dedicated 
control tools allows for rigorous monitoring and 
analysis of the three main risk factors in the asset 
class (market risk, credit risk and liquidity risk).

The methodology developed aims to define the 
portfolio’s risk exposure by assessing an adverse 
scenario. This model thus identifies the maximum 
value at risk in the event of this scenario occurring. 
Monitoring this indicator in real time allows 
to make these estimates at any given time and 
after each transaction. Diversification is another 
essential feature of the management process 
for mitigating the impact of a specific event 
or individual risk on the fund’s performance. 
All bonds are also assigned a rating to determine 
their liquidity under different market configurations.

Finally, managing portfolio volatility involves 
thinking outside the box and focusing on securities 
that are less followed by market participants with 
often smaller issuances. This endeavour is only 
made possible thanks to meticulous teamwork. 
This approach helps to  identify “cases” with a 
satisfactory risk return profile. Detecting securities 
that can add value to the portfolio is the core of 
R-co Euro Crédit’s investment process. 

Once these data are integrated, the managers 
implement a conviction-based approach relying 
on strong medium-term strategic axes with 

Emmanuel Petit  
Managing Director 
& Head of fixed-income, 
Rothschild & Co 
Asset Management Europe

“The approach allows the fund 
to outperform its index during periods 
of increasing rates…”
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the objective of delivering performance in any 
environment. The portfolio’s composition may 
therefore deviate significantly from the benchmark 
with a clear positioning on certain themes or 
sectors. While benefiting from a high degree of 
flexibility, shifts in the portfolio remain nonetheless 
progressive.

While always in the search of convexity, R-co Euro 
Crédit is mainly invested in private corporate bonds. 
With at least 80% of Investment Grade securities, 
its allocation is supplemented by exposure to High 
Yield and unrated bonds and includes “satellite” 
strategies (hybrid or subordinated bonds) to capture 
risk premiums and enhance the portfolio’s yield. 
With investments in recent years mainly 
in the “crossover” segment, the portfolio manager 
is now seeking to improve issuer credit quality. 
The 200+ lines selected from 170 companies 
ensure its diversification.

Rothschild & Co’s fixed-income team consists of 
eleven investment professionals with an average of 
fifteen years’ experience and has more than 
€7.5 billion of assets under management. The team 
applies its expertise through a range of products 
that cover the main fixed-income segments, thus 
offering a wide array of investment solutions.  n

“The managers implement a conviction-based 
approach relying on strong medium-term 
strategic axes with the objective of delivering 
performance in any environment…”

Source: Rothschild & Co Asset Management Europe, 31/05/2019 

Comparative performances of R-co Euro Crédit and its benchmark 
over the last three periods of rising markets
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Recommended investement period: 3 years
The risk level of this UCITS is 3 (including 
volatility between 2% and 5%) and mainly 
reflects its positioning on private debt 
products while being sensitive between 
0 and +8. The historical data used to 
calculate this indicator may not be a 
reliable indication of the future risk profile 
of the UCITS. The risk category associated 
with the UCITS is not guaranteed and 
may evolve over time, both upwards and 
downwards. The lowest category does not 

mean risk-free. Thue UCITS is not capital 
guaranteed. Other significant risk factors 
not taken into account include adequately 
by the indicator: credit risk, liquidity risk, 
impact of techniques such as derivates. 
The occurrence of any rof these risks may 
result in a decrease in of the net asset 
value of the Fund. For more information on 
the risk profile and its main contributors, 
please refer to the prospectus.

Performance 2019 2018 2017 2016 2015 2014 3 years 5 years 10 years 1-year 
volatility

R-co Euro Crédit 2.59% -3.58% 4.39% 5.05% -1.17% 4.84% 5.75% 7.82% 68.57% 2.18%

Markit iBoxx ™ € Corporates 
All TR ©(1) 3.82% -1.29% 2.37% 4.72% -0.66% 8.24% 6.60% 13.33% 61.34% 1.75%

Source: Rothschild & Co Asset Management Europe, 31/05/2019 
(1) Benchmark index

Disclaimer
The comments and analyses in this document are provided purely for information purposes and do not constitute any investment recommendation or advice. Rothschild & Co 
Asset Management Europe cannot be held responsible for any decisions taken on the basis of the elements contained in this document or inspired by them (total or partial reproduction 
is prohibited without prior agreement of Rothschild & Co Asset Management Europe). Insofar that external data is used to establish terms of this document, these data are from reliable 
sources but whose accuracy or completeness is not guaranteed. Rothschild & Co Asset Management Europe has not independently verified the information contained in this document 
and cannot be held responsible for any errors, omissions or interpretations of the information contained in this document. This analysis is only valid at the time of writing of this report. The 
Undertaking(s) for Collective Investment (UCI) presented above is (are) organised according to French law and regulated by the French financial markets authority (AMF). As the UCIs may 
be registered abroad for their active marketing, it is up to each investor to ensure the jurisdictions in which the UCIs are actually registered. For each jurisdiction concerned, investors are 
urged to refer to the characteristics specific to each country, indicated in the “administrative characteristics” section. The issuer of this document is Rothschild & Co Asset Management 
Europe, which is an investment management company authorized and regulated by the French Financial Markets Authority (www.amf-france.org) under number GP-17000014. The 
presented information is not intended to be disseminated and does not in any case constitute an invitation for US persons or their agents. The units or shares of the UCIs presented in 
this document are not and will not be registered in the United States pursuant to the US Securities Act of 1933, as amended (hereinafter the “Securities Act”), or admitted under any law 
of the United States. The units or shares of the said UCIs must not be offered or sold in or transferred to the United States, including its territories and possessions, or directly or indirectly 
benefit a “US Person”, within the meaning of Regulation S of the Securities Act, and equivalent persons, as referred to in the US “HIRE” Act of 18 March 2010 and in the FATCA provisions. 
The information contained in this document does not constitute investment advice, an investment recommendation, or tax advice. The information does not presume the suitability of 
the presented UCIs for the needs, profile, and experience of each individual investor. In case of doubts as to the presented information or the suitability of the UCIs as to the personal 
needs, and before any decision to invest, we recommend that you contact your financial or tax advisor. Investment in units or shares of any UCI is not risk-free. Before any subscription 
in an UCI, please read the prospectus carefully, especially its section relating to risks, and the key investor information document (KIID). The net asset value (NAV)/net inventory value 
(NIV) is available at www.am.eu.rothschildandco.com. Please note that the past performance of UCIs presented in this document is not a guarantee of future performance and may be 
misleading. Performance is not constant over time. The value of the investments and the income derived therefrom may vary up or down and is not guaranteed. It is therefore possible that 
you will not recover the amount originally invested. Variations in exchange rates may increase or decrease the value of the investments and the income derived therefrom, if the reference 
currency of the UCI is different from the currency of your country of residence. UCIs whose investment policy especially targets specialised markets or sectors (like emerging markets) are 
generally more volatile than more general and diversified allocation funds. For a volatile UCI, the fluctuations can be particularly significant, and the value of the investment may therefore 
drop sharply and significantly. The presented performance figures do not take into account any fees and commissions collected during the subscription and redemption of the units or 
shares of the UCIs concerned. The presented portfolios, products, or securities are subject to market fluctuations, and no guarantee can be given as to their future performance. The tax 
treatment depends on the individual situation of each investor and may be subject to changes.

About the Asset Management’s division of Rothschild & Co
As the Asset Management’s division of Rothschild & Co, we deliver bespoke investment solutions and advisory services to institutional clients, financial intermediaries and third 
party distributors. We aim to develop complementary expertise in active high-conviction management and open architecture investment solutions. Based in Paris with offices 
in 10 European countries, Asset Management’s division of Rothschild & Co has around 170 employees and over 21 billion euros under management. For more information: 
www.am.eu.rothschildandco.com 


