
R-co Target 2027 HY and R-co Target 2029 IG  |  Rothschild & Co Asset Management  |  October 2023  |  1

After the success of previous vintages, Rothschild & Co Asset Management 
is launching two new high yield(1) and investment grade(2) target-date funds. 
Three questions for Emmanuel Petit and Kristell Agaesse. 

What is your take on the macroeconomic environment and the fixed-income 
markets?
After a phase of great instability on the fixed-income markets, the monetary tightening cycle appears to be 
coming to an end. At one time, we may have feared that this cycle would derail the economy, but the resilience 
we have seen has been a positive surprise on the whole. That being said, there are still some uncertainties 
on the outlook for how the economy will “land”, and we do believe that a hard landing(3) scenario is likely, as 
financing conditions are clearly hawkish. Refinancing rates and key rates are likely to remain high for some time 
to come, and that will probably begin to weigh on the economy. Leading indicators are already pointing in that 
direction. Meanwhile, the deflationary cycle is already well underway in the US. However, it will be hard to stick 
to the hawkish stance if the economic environment remains resilient. In any case, it is noteworthy that visibility 
on monetary policies and the level of interest rates is now better than it was a year ago. Meanwhile, trends in 
risk premiums do not point to a significant worsening in refinancing conditions. Corporate default rates have 
risen and could very well continue to do so in the coming quarters. Toughening financing conditions, along with 
narrower margins, will no doubt undermine issuer solvency. 

Why is this the right time for launching target-date funds? 

The current investment window looks like an especially good time for launching target-date funds. The tightening 
cycle appears to have peaked, and the economy increasingly looks headed for a slowdown, but this is an 
attractive entry point for buy & hold strategies(4) in order to tap into carry on bonds offering yields not seen since 
2011. This is the case of high yield, in particular. The average coupon has risen to a point where it now properly 
remunerates the risk assumed. Moreover, the asset class possesses a strong capacity to handle defaults. The 
market environment also makes investment grade issuer yields attractive once again. Investment grade is a 
way to remain relatively conservative and avoid the excess volatility that a recessionary cycle could trigger. 
Government bonds yields also offer a “cushion” that offsets the rise in risk premiums. Moreover, there is little 
probability of default by investment grade issuers on a five-year horizon. The large size of the pool of issuers with 
sound fundamentals makes quality bond picking(5) possible. It is against this backdrop that we have launched two 
strategies that are “pure” in the sense that they exclude perpetual bonds. One of these is exclusively investment 
grade, R-co Target 2029 IG, and the other is 100% high yield, R-co Target 2027 HY.  

(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 Standard & Poor’s scale.
(2) Debt security issued by companies or governments rated between AAA and BBB- by Standard & Poor’s.
(3) A hard landing refers to a marked economic slowdown or downturn following a period of rapid growth
(4) An investment strategy consisting in acquiring securities and keeping them until maturity.
(5) Selecting bonds one by one.

The information contained in this document does not constitute investment advice, tax advice, a recommendation or investment advice from Rothschild & Co Asset Management.
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How does this type of strategy stand out in the current environment?
Since the September 2022 launch of our previous generation of target-date funds, in September 2022, rates have risen by 120 basis points 
and risk premiums have narrowed slightly(6). Since then, the corporate investment grade market has returned 0.41%(7) vs. 3.97% by 
R-co Target 2028 IG(8). Thanks to our bond picking, we have been able to generate alpha(9) on a steady basis, which illustrates our know-how 
on this type of strategy. This is something that ETFs, for example, cannot accomplish. Moreover, with its carry strategy and at current yields, 
a fund like R-co Target 2029 IG is an attractive alternative to euro funds. R-co Target 2027 HY, meanwhile, may be worth considering for 
an investor wanting equity exposure but who is scared off by the current economic cycle. Such an investor may be drawn to the visibility that 
this bond segment offers over a five-year timeframe. Moreover, while money-market yields may currently look attractive, investors have no 
visibility on their outlook for the coming years or even months. A target-date fund, in contrast, offers the advantage of “setting” a yield over a 
defined period. Moreover, these strategies are quite liquid and allow subscribers to exit whenever they choose. It is for all of these benefits that 
we believe these strategies make sense, especially in the current market environment. 

(6) Source: Bloomberg, 29 September 2023.
(7) Markit iBoxx EUR Corporates Total Return EUR. Source Bloomberg, 29 September 2023.
(8) C EUR units. Source: Bloomberg, Rothschild & Co Asset Management, 29 September 2023.
(9)  A measure of outperformance by a portfolio, a share or other security vs. its theoretical performance. Alpha is therefore a portfolio manager’s ability to create value by being able to 

detect those shares or other securities that return more than they should over a given period, given their degree of risk.

The figures quoted relate to 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 information contained in this document does not constitute investment advice, tax advice, a recommendation or investment advice from Rothschild & Co Asset Management.
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R-co Target 2027 HY 
Recommended investment period: until 31/12/2027.

Risk indicator: 3/7.

The synthetic risk indicator is used to assess the level of risk of this product compared with others. It indicates the probability that this product will incur losses 
in the event of market movements or our inability to pay you. The risk indicator assumes that you keep the product until 31 December 2027. The actual risk may 
be very different if you opt to exit before maturity, and you may get less in return. We have classified this product in risk class 3 out of 7, which is between low and 
medium risk, and mainly reflects its positioning on credit risk and fixed-income products with a maximum residual maturity of 31 December 2029. In other words, 
the potential losses associated with the future performance of the product are low to medium and, if the situation were to deteriorate on the markets, it is unlikely 
that our ability to pay you would be affected. As this product does not provide protection against market fluctuations or a capital guarantee, you could lose all or 
part of your investment.

Before investing, it is essential that you read the PRIIPS DIC and the fund prospectus carefully, and in particular the section relating to risks available on the 
Rothschild & Co website: am.eu.rothschildandco.com

R-co Target 2028 IG
Recommended investment period: until 31/12/2028.

Risk indicator: 2/7.

The synthetic risk indicator is used to assess the level of risk of this product compared with others. It indicates the probability that this product will incur losses in 
the event of market movements or our inability to pay you. The risk indicator assumes that you hold the product until 31 December 2028. The actual risk may be 
very different if you opt to exit before maturity, and you may get less in return. We have classified this product in risk class 2 out of 7, which is a low risk class and 
mainly reflects its positioning on credit risk and fixed-income products with a residual maturity of 1 year or less on 31 December 2028. In other words, the potential 
losses linked to the future performance of the product are low and, if the situation were to deteriorate on the markets, it is very unlikely that our ability to pay you 
would be affected. As this product does not provide protection against market fluctuations or a capital guarantee, you could lose all or part of your investment.

Before investing, it is essential that you read the PRIIPS DIC and the fund prospectus carefully, and in particular the section relating to risks available on the 
Rothschild & Co website: am.eu.rothschildandco.com

R-co Target 2029 IG 
Recommended investment period: until 31/12/2029.

Risk indicator: 2/7.

The synthetic risk indicator is used to assess the level of risk of this product compared with others. It indicates the probability that this product will incur losses 
in the event of market movements or our inability to pay you. The risk indicator assumes that you hold the product until 31 December 2029. The actual risk may 
be very different if you opt to exit before maturity, and you may get less in return. We have classified this product in risk class 2 out of 7, which is a low risk class 
and mainly reflects its positioning on credit risk and fixed-income products with a maximum residual maturity of 31 December 2030. In other words, the potential 
losses linked to the future performance of the product are low and, if the situation were to deteriorate on the markets, it is very unlikely that our ability to pay you 
would be affected. As this product does not provide protection against market fluctuations or a capital guarantee, you could lose all or part of your investment.

Before investing, it is essential that you read the PRIIPS DIC and the fund prospectus carefully, and in particular the section relating to risks available on the 
Rothschild & Co website: am.eu.rothschildandco.com

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


Disclaimers  
Advertising communication. The information, comments and analyses contained in this 
document are provided for information purposes only and should not be considered as 
investment advice, tax advice, a recommendation or investment advice from Rothschild 
& Co Asset Management. The information/opinions/data contained in this document, 
considered legitimate and correct on the day of publication, in accordance with the 
economic and financial environment in place on that date, may change at any time.

Although this document has been prepared with the utmost care from sources 
deemed reliable by Rothschild & Co Asset Management, it offers no guarantee as to the 
accuracy or completeness of the information and assessments it contains, which are 
for information purposes only and are subject to change without notice. Rothschild & 
Co Asset Management has not independently verified the information contained in this 
document and therefore assumes no responsibility for any errors or omissions, nor for the 
interpretation of the information contained herein. All this information has been prepared 
on the basis of accounting and market data. Not all accounting data has been audited by a 
statutory auditor. Furthermore, given the subjective nature of certain analyses, it should be 
emphasised that any information, projections, estimates, expectations, assumptions and/
or opinions are not necessarily put into practice by the management teams of Rothschild & 
Co Asset Management 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 in whole or in part from actual results. Any hypothetical estimate 
is, by its 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 significantly 
from current determinations. This analysis is valid only at the time of writing.

R-co Target 2027 HY, R-co Target 2028 IG and R-co Target 2029 IG are sub-funds of the 
Société d’Investissement au Capital Variable “R-co 2” registered 889 511 747 RCS Paris. 
The information does not presume the suitability of the UCI presented to the profile and 
experience of each individual investor. Rothschild & Co Asset Management shall not be 
held liable for any decision taken on the basis of or inspired by the information contained 
in this document. In case of doubt, and before any decision to invest, we recommend that 
you contact your financial or tax advisor. The Undertaking for Collective Investment (UCI) 
presented above is organised under French law and regulated by the Autorité des marchés 
financiers (AMF). Investing in units or shares of any UCI is not risk-free.

Before investing, investors should carefully read the Fund’s DICI and prospectus, particularly 
the section on risks. Investors should also check the jurisdictions in which the fund’s units or 
shares are registered. The net asset value (NAV)/net asset value (NAV) and the full DIC Priips/
prospectus are available on our website: www.am.eu.rothschildandco.com

The information contained herein is not intended for distribution to, nor should it be 
construed as an invitation to, U.S. persons or their agents. The units or shares of the UCI 
presented in this document have not been and will not be registered in the United States 
under the U.S. Securities Act of 1933, as amended (“Securities Act 1933”) or admitted to 
trading under any U.S. law. These units or shares must not be offered, sold or transferred 
in the United States (including its territories and possessions) or benefit, directly or 
indirectly, a “U.S. Person” (within the meaning of Regulation S of the Securities Act of 1933) 
and assimilated persons (as referred to in the American “HIRE” law of 18/03/2010 and in 
the FATCA system). The figures quoted 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 from them can go down as well as up, and is not 
guaranteed. You may not get back the amount originally invested. Changes in exchange 
rates may increase or decrease the value of investments and the income derived therefrom 
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 more generalist 
funds with a diversified allocation. For a volatile fund, fluctuations can be particularly 
large, and the value of the investment can therefore fall sharply.

The performance shown does not take into account any fees and commissions charged on 
the subscription and redemption of units or shares in the fund concerned. The portfolios, 
products or securities presented are subject to market fluctuations and no guarantee can 
be given as to their future performance. Tax treatment depends on the individual situation 
of each investor and may be subject to change.

Published by Rothschild & Co Asset Management, a portfolio management company 
with capital of €1,818,181.89, 29, avenue de Messine - 75008 Paris. AMF approval No. GP 
17000014, RCS Paris 824 540 173.

This document may not be reproduced in whole or in part without the prior permission 
of Rothschild & Co Asset Management, under penalty of prosecution. 

About Rothschild & Co Asset Management 

As the specialist asset management division of the Rothschild & Co group, we offer personalised management services to a broad clientele of institutional investors, financial intermediaries 
and distributors. We base our development on a range of open-ended funds marketed under four strong brands: Conviction, Valor, Thematic and 4Change, and benefiting from our long-
term expertise in active and conviction management, as well as in delegated management. Based in Paris and with offices in 9 European countries, we manage more than €27 billion and 
employ nearly 160 people. For more information: www.am.eu.rothschildandco.com

 
For further information

am.eu.rothschildandco.com

Follow us on 
 LinkedIn

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

