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Following a disastrous first half of the year in the fixed income markets, 
a wide window of opportunity has opened up for reinvesting in mature funds.

The combined impact of the inflationary shock, following a massive budgetary shock, and exacerbated 
by the war in Ukraine, in a context where production lines have seized up due to China’s “zero Covid” policy, 
are pushing central banks to drastically tighten their monetary policies. The extent of the expectations 
of liquidity reduction led to a historic fall in the fixed-income markets, particularly in the High Yield segment(1). 
At the end of June, its performance stood at -15%(2), and its yield jumped from 2.8% at the beginning of the year 
to over 7%(2).

Indeed, the resulting fears about economic growth are weighing on the asset class, as seen in the significant 
underperformance of the cyclical and financial sectors. This integration of the risk premium naturally leads 
to a significant increase in default rate expectations. They are now comparable to the March 2020 level. 
At 600 basis points, the iTraxx Xover CDS index implies a 38%(3) default rate in the high yield market over 
the next 5 years, well above the levels observed in the past, regardless of the economic environment.

We therefore believe that the number of defaults by high-yield issuers is likely to increase over the next two years, 
but the market has already anticipated this.  What can be said with confidence is that a portfolio such 
as R-co Thematic Target 2026 HY, which offers a return of almost 10% over a 4-year maturity, is without doubt 
an investment window.

Indeed, even if uncertainties remain, it can be underlined that the High Yield pool has several supporting elements. 
A key supporting factor is likely to be the marked improvement in the fundamentals of issuers. They have been 
working on two major areas: reducing their cost structure after the Covid-19 crisis and reducing their debt levels 
As a result, EBITDA(4) growth has accelerated to record levels and liquidity levels are more than sufficient 
to allow issuers to finance themselves over the next few years. During the period of low interest rates, 
issuers have been extremely proactive in refinancing their closest maturities, which protects them from short-term 
refinancing risk in these difficult market conditions. The primary High Yield market has indeed dried up since 
the beginning of the year, down sharply compared to the same period last year. However, the current pool remains 
sufficient for this average maturity of 2026.

(1) High-yield bonds are issued by companies or governments with a high credit risk. Their financial rating is below BBB- on the Standard & Poor’s scale.
(2) Source: Bloomberg, 30/06/2022.
(3) Source: Morgan Stanley Research, Bloomberg, Moody’s - 18/07/2022.
(4) �EBITDA (Earnings Before Interest, Taxes, Depreciation, and Amortization). An indicator used to assess the profitability of a company’s operating cycle, regardless of its investment 

or financing policy. 
The figures quoted relate to the past months. Past performance is not a reliable indicator of future performance and is not constant over time.
Performance calculated in Euros and net of dividends reinvested.
The management team is subject to change.
The characteristics/objectives/strategies mentioned above are indicative and subject to change without notice. This analysis is only valid at the time of writing.
The geographical and sector allocations and distributions are not fixed and may change over time within the limits of the fund’s prospectus.
The above information does not constitute investment advice or a recommendation to invest.
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In summary, the market environment describes an extreme situation that may turn out 
to be more resilient, thanks to a clear improvement in issuers’ fundamentals since 2020.

R-co Thematic Target 2026 HY is an opportunity for investors to avoid focusing on the volatility of short-term financial markets 
and to think in terms of repayment at maturity and annualised yield. R-co Thematic Target 2026 HY is the 6th generation of Rothschild & Co 
Asset Management Europe maturity fund, and invests in Euro-denominated high yield bonds, with a core portfolio of BB and B ratings. 
We apply an active, agile and disciplined management style, allowing us to seize opportunities and arbitrate, or even sell, if the risk of default 
becomes too significant. The management-analyst team is at the heart of the fund’s management.      

The information contained herein does not constitute investment advice, tax advice, a recommendation or investment advice from Rothschild & Co Asset Management Europe.
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EBITDA growth appears to have peaked in 4Q21, while net debt growth picked up

Source: Bloomberg, company data, Morgan Stanley Research – 4Q 2021.

Main features of R-co Thematic Target 2026 HY
	■  Net assets under management: 140 million (subscription open until August 2023)

	■  Actuarial yield (worst case): 9.7%

	■  Average maturity: 4.4 years

	■  Core investment target on BB (28%) and B (54%) ratings

	■  Good diversification with 99 issuers in the portfolio

	■  Classified as Article 8 by the SFDR regulations 

Source: Rothschild & Co Asset Management Europe – 30/06/2022
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The information contained herein does not constitute investment advice, tax advice, a recommendation or investment advice from Rothschild & Co Asset Management Europe.

The level of risk of the UCITS is 4 (volatility of between 5% and 10%) and primarily reflects a discretionary management policy on 
equities and fixed income markets with a risk-balanced profile. The historical data used to calculate this synthetic indicator may 
not be a reliable indi- cator of the UCITS’ future risk profile. The risk category associated with the UCITS is not gua- ranteed and 
may shift upwards or downwards over time. A rating of 1 does not mean that the investment is “risk-free”. The capital invested in 
the UCITS is not guaranteed. Other important risk factors, not adequately taken into account by the indicator: credit risk, counter-
party risk, impact of techniques such as derivatives. The occurrence of one of these risks may result in a decrease in the UCI’s net 
asset value. For more information about the risk profile and its main contributors, please refer to the prospectus.

Any investment is always subject to risk. Before investing, each investor must ensure the jurisdictions in which the UCI is 
registered. The KIID, the full prospectus as well as the net asset value (NAV)/net inventory value (NIV) are available on our website:  
am.eu.rothschildandco.com 

http://am.eu.rothschildandco.com
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am.eu.rothschildandco.com
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Disclaimer 

Advertising, simplified and non-contractual document. The information, comments and 
analyses in this document are provided for information purposes only and should not 
be construed as an investment or tax advice, or as an investment recommendation from 
Rothschild & Co Asset Management Europe. The information/opinions/ data mentioned in 
this document considered legitimate and correct on the day 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 greatest care from sources that 
Rothschild & Co Asset Management Europe believed to be reliable and in good faith, 
no representation or warranty, express or implied, is made as to information accuracy 
or completeness, which are indicative only and are subject to change without notice. 
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.

Furthermore, given the subjective nature of certain analyses, we draw your attention to 
the fact that any information, projections, estimates, anticipations, assumptions and/or 
opinions are not necessarily put into practice by the management teams of Rothschild & 
Co Asset Management Europe, or its affiliates, who act according to their own convictions. 
Certain forward-looking statements are prepared on the basis of certain assumptions, 
which are likely to differ either partially or totally from reality. Any hypothetical estimates 
are, by their nature, speculative and it is possible that some, if not all, of the assumptions 
relating to these hypothetical illustrations may not materialise or may differ significatively 
from current determinations.

The information does not presume the suitability of the UCI presented to the profile and 
experience of each individual investor. Rothschild & Co Asset Management Europe shall 
not be liable for any decision taken on the basis of or inspired by the information contained 
in this document. In case of doubt, and before making any investment decision, we 
recommend that you contact your financial or tax advisor. The Undertaking for Collective 
Investment (UCI) presented above is organised according to French law and regulated 
by the French financial markets authority (AMF). Any investment is always subject to risk. 
Before any investment, please imperatively read the key investor information document 
(KIID) and prospectus of the UCI carefully, especially its section relating to risks. Each 
investor must also ensure the jurisdictions in which the UCI is registered. The KIID, the full 

prospectus as well as the net asset value (NAV)/net inventory value (NIV) are available on 
our website: www.am.eu.rothschildandco.com. The information presented is not intended 
to be disseminated and does not constitute in any way an invitation for US nationals or 
their agents. The units or shares of the UCI presented in this document are not and will not 
be registered in the United States pursuant to the U.S. Securities Act of 1933 as amended 
(“Securities Act 1933”) or admitted under any law of the United States. These units or 
shares may neither be offered, sold in or transferred to the United States (including in its 
territories and possessions), nor directly or indirectly benefit to a “US Person” (within the 
meaning of Regulation S of the Securities Act of 1933) and equivalent persons (as referred 
to in the US “HIRE” Act of 18 March 2010 and in the FATCA provisions).

Figures provided relate to previous years. Past performance is not a reliable indicator 
of future performance and is not constant over time. The value of investments and the 
income derived from them may vary both upwards and downwards, and is not guaranteed. 
The value of investments and the income derived from them may vary both upwards and 
downwards, and is not guaranteed. It is therefore possible that you may not recover the 
amount originally invested. Exchange rates variation may increase or decrease the value 
of the investments and the resulting income when the reference currency of the UCI is 
different from the currency of your country of residence. UCIs whose investment policy 
is aimed more specifically at specialised markets or sectors (such as emerging markets) 
are generally more volatile than common and diversified allocation funds. For a volatile 
mutual fund, the fluctuations may be particularly large, and the value of the investment 
may therefore fall sharply. The performances presented do not take into account any fees 
and commissions received on the subscription and redemption of units or shares of the UCI 
herein. The portfolios, products or securities presented are subject to market fluctuations 
and no guarantee can be given as to their future development. The tax treatment depends 
on the individual situation of each investor and may be subject to change.

Rothschild & Co Asset Management Europe, organized under the laws of France, 
registered with the Trade and Companies Register of Paris RCS Paris 824 540 173. 
A management company licensed by the Autorité des Marchés Financiers under 
N° GP 17000014, having its registered office 29, avenue de Messine, 75008 Paris, France.

No part of this document may be reproduced, in whole or in part, without the prior 
written permission of Rothschild & Co Asset Management Europe, under pain of legal 
proceedings.

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 four strong brands: Conviction, Valor, Thematic and 4Change, 
and leveraging our long-term expertise in active management with conviction as well as in delegated management. Based in Paris and established in 10 European countries, we manage 
more than 22 billion euros and employ nearly 150 people. More information at: www.am.eu.rothschildandco.com 

http://am.eu.rothschildandco.com
https://www.linkedin.com/showcase/rothschild-&-co---asset-management-europe/

