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🡒 Central banks’ monetary-policy pivot 
will go down as the highlight of 2023. 
However, now that the disinflationary cycle 
solidly in place, questions are being raised 
regarding the pace and sustainability that 
it can maintain without triggering a major 
economic disruption. Is a perfect landing 
possible in 2024? Very hard to say…

JANUARY 2024



Fixed Income Strategy

Rothschild & Co Asset Management 

   02

The wind has shifted 

After spending 2022 in panic mode, the markets changed their tone 
radically in 2023. Core inflation(1) receded and investors seemed to be 
pricing in a perfect landing(2) scenario in which central banks would raise 
rates high enough to stop inflation, but not so high as to excessively 
compromise economic growth. Central banks were therefore believed 
to have done what was necessary to bring inflation under control, at 
the cost of steep interest-rate hikes that continued until October and 
hawkish language throughout the year.

However, the impact of monetary tightening is still not clear. Central 
banks are now in a wait-and-see phase. Inflation hasn’t yet returned to 
the target, but it is on the right track and could gradually do so. While 
the economy is holding up for the moment, central banks are keeping 
a close eye on the effects of monetary tightening, as economic activity 
figures have become more lukewarm. Have central banks avoided 
making the one hike too many that might have caused a hard landing(3)? 
As they themselves admit, the direction of monetary policies will 
depend on a set of macroeconomic data that will guide their decisions in 
the coming months.

Some divergences on both sides of the Atlantic 

A distinction is to be made on the inflation fronts in Europe and the 
US. In the US, while it has declined, inflation remains high, and the job 
market is still strong. The US economy has been surprisingly resilient 
throughout the year, but the factors that supported it are likely to fade 
in 2024. The hyper-expansionary budget, the end of the student loan 
moratorium, the mostly used up Covid savings, etc. are all likely to sap 
momentum in the coming months. The ECB cannot easily take on a 
more hawkish stance than the Fed, as economic activity is weaker in 
Europe than in the US; nor can it be overly dovish , as inflation is still far 
from its target. Moreover, the euro zone job market requires less care, as 
it is more closely regulated.

(1) Ex food and energy.

(2) Perfect landing. 

(3) Scenario that assumes the start 
of a recession. 

(4) Positioning favourable for a less 
hawkish monetary policy.
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The utopia of a perfect landing 

Meanwhile, investors seem to be convinced that central banks 
have calibrated their stance perfectly, a conviction that is 
feeding the “perfect landing” scenario. Inflation expectations 
are adhering to this “Goldilocks” scenario with a gradual, 
steady and unified decline to the 2% target in all regions. This 
is not the first time that investors have read too much into a 
trend. With inflation having already begun to slow down in late 
2022, the consensus was expecting far fewer hikes than actually 
occurred in 2023. In reaction, yield curves inverted drastically. 
This also forced central banks into very firm language, summed 
up in the expression ‘higher for longer”(5), in order to make clear 
that no rate cuts were planned in the short term.

However, as they always want to stay ahead of the curve, 
investors are pricing in rate cuts for far earlier than announced. 
The consensus is forecasting six rate cuts in 2024, with a first (5) Higher for longer.
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one coming in March, whereas the Fed itself is forecasting no 
more than three and late in the year. The easing of financial 
conditions arising from market expectations is raising the 
spectre of a game of liar’s poker between the markets and the 
central banks and, hence, is causing volatility in interest rates. 

Careful of excessive optimism 

Against this backdrop, we remain on high alert. Historically, 
each major monetary tightening phase has ended up causing 
negative impacts on the economy. The latest has occurred 
quite rapidly, and we have not yet seen heavy repercussions 
in this cycle. As it generally takes six to eight months for 
monetary policy to spill over into the real economy, we are still 
waiting for the impact of the latest rate hikes. Hawkish credit 
conditions are weighing on economic growth and the number 
of new corporate loans has already declined. In light of these 
conditions, we don’t expect a soft or perfect landing and doubt 
the resilience of the economy in the coming months.

Euro zone – Credit conditions

2003 2005 2007 2009 2011 2013 2015 2017 2019 2021

Entreprise

Ménages

-40

-20

0

20

40

60

80

100

2023

Sources: ECB, Bank Lending Survey, Bloomberg, Rothschild & Co Asset Management, 31 October 2023.



Fixed Income Strategy

Rothschild & Co Asset Management 

   06

Regardless of whether they are better or worse than expected, 
macroeconomic data are also likely to cause volatility in 
interest rates in 2024. The US presidential election and budget 
projections will also bear watching during the year. Donald 
Trump appears to already be on the winning track before the 
campaign has even begun, and election watchers are now 
wondering what policies he will pursue. Between the optimism 
of the consensus, a central bank that plans to keep rates higher 
for longer, and the risk of a steepening in the yield curve, it is 
hard to say which way the markets are headed.

The credit market is still on track but the 
outlook is less favourable 

Corporate bond spreads(6) are at their historical averages, and 
valuations are not stretched very much. But as investors are 
betting on a perfect landing scenario, if expectations were 
to worsen, risk premiums would rise. In investment grade(7), 

(6) Difference in yield between a 
corporate bond and a government 
bond of equivalent maturity 
regarded as “risk-free”.

(7) Debt security issued by 
companies or governments rated 
between AAA and BBB- by Standard 
& Poor’s.
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this trend will probably be offset by a decline in short-term 
rates, especially as many companies in the bond pool feature 
resilient profiles and solid fundamentals. Few defaults have 
occurred in recent months, and there have been more upgrades 
than downgrades. This trend could nonetheless reverse itself 
next year in reaction to higher financing costs and pressure 
on margins. High yield may therefore be in for a challenging 
period(8).

More broadly, 2024 could be challenging on the credit market. 
It is hard to estimate the extent of the potential for a cyclical 
downturn, but there is clearly a risk of the market’s getting 
carried away. Estimates of defaults were already generous in 
2023 and could be even more so in the coming years. As things 
now stand, it is hard to outperform under a positive scenario, 
but if the situation were to worsen, we would have to be able 
to react rapidly. We therefore want to retain some manoeuvring 
room and to be able to handle an increase in volatility. 

(8) High yield bonds are issued by 
companies or governments having 
a high credit risk. They are rated 
below BBB- by Standard & Poor’s.
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Reducing risk and raising sensitivity

We have reached a point in the cycle where we believe it is worth 
raising the sensitivity of portfolios. Meanwhile, we are positioned 
on the short section of the investment grade curve while seeking 
to enhance the aggregate credit quality of selected bonds and 
while preferring defensives to cyclicals. However, the yearend 
fixed-income rally is pushing us into a more tactical stances 
in managing sensitivity. Although yields may look attractive, 
especially in high yield or financial subordinates, they carry a high 
beta(9) that we have sought to gradually reduce within portfolios 
throughout the year. We nonetheless continue to engage in bond 
picking(10) to exploit the carry trade on these bonds in intermediate 
maturities and through some sector opportunities such as 
financials.   

(9) A measure of the risk of volatility 
of a share vs. the market as a whole. 
The market’s beta coefficient is 
1.00. Any share having a beta higher 
than 1 is regarded as being more 
volatile than the market and, hence, 
riskier.

(10) Stock-picking.
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Our fund selection

R-co Conviction Credit Euro 

EURO-DENOMINATED INVESTMENT GRADE BONDS 
Inception date: 08/11/2019 |  Recommended investment period: 3 years |  Article 8 SFDR

The flagship fund in our bond range, R-co Conviction Credit Euro offers active and opportunistic 
management of the euro-denominated bond market. Its core portfolio consists of securities, 
complemented by satellite strategies and a careful selection of high yield and non-rated bonds. 
The investment strategy aims at a constant optimisation between yield and maturity as well 
as a careful monitoring of the portfolio’s sensitivity.

2023 2022 2021 2020 2019 2018 1 year
volatility

R-co Conviction Credit Euro C EUR 9.35% -13.17% 1.00% 2.72% 5.17% -3.58% 3.43%

R-co Conviction Credit Euro IC EUR 9.74% -12.86% 1.37% 3.09% 5.55% -3.23% 3.43%

Markit iBoxx™ € Corporates 5.07% -14.17% -1.08% 2.73% 6.29% -1.29% 1.57%

Source: Rothschild & Co Asset Management. 29/12/2023.

R-co Target 2029 IG 

MATURITY FUNDS | EURO-DENOMINATED INVESTMENT GRADE BONDS 
Inception date: 28/09/2023 |  Recommended investment period: until  31/12/2029 |  Article 8 SFDR

A credit fund based on a bond-carrying strategy until maturity, R-co Target 2029 IG invests in Investment 
Grade bonds from all geographical areas. This strategy is based on a selection of securities with an average 
maturity between January and December 2029 while benefiting from active management allowing for 
arbitrage in order to control the portfolio’s risk level or seize market opportunities. The marketing period 
runs until 31 December 2024.

Yield to maturity : 5.4 %(1)

(1) Source: Rothschild & Co Asset Management, 29/12/2023.

Performance and risk indicator

SRI risk :

Lower risk Higher risk

SRI risk :

Lower risk Higher risk
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2

R-co Valor Bond Opportunities

GLOBAL BONDS | CARTE BLANCHE 
Inception date: 28/08/2019 |  Recommended investment period: over 3 years |  Article 8 SFDR 

R-co Valor Bond Opportunities is an global bond fund with a «carte blanche» approach means that it 
can be invested in all segments of the bond market, across ratings, maturities and in geographical areas. 
Thanks to its flexibility and based on the analysis of growth, inflation and monetary policy outlooks, 
this investment solution aims to take advantage of the diversification of fixed income products by combining 
satellite strategies around a core credit portfolio.

Year to date 2022 2021 2020 Since 
inception 

1 year
volatility

R-co Valor Bond Opportunities C EUR 9.56% -9.71% 3.66% 6.74% 10.87% 4.94%

ESTER Capitalisé + 2.585% 5.91% 2.90% 2.50% 2.51% 15.48% 0.11%

R-co Valor Bond Opportunities I EUR 10.06% -9.31% 4.14% 7.01% 12.87% 4.94%

ESTER Capitalisé + 3.035% 6.37% 3.34% 2.95% 2.96% 17.69% 0.11%

Source: Rothschild & Co Asset Management. 29/12/2023.

R-co Thematic Target 2027 HY

MATURITY FUND | EURO-DENOMINATED HIGH YIELD BONDS 
Inception date: 24/07/2023 |  Recommended investment period: until  31/12/2027 |  Article 8 SFDR

R-co Thematic Target 2027 HY is a high-yield bond maturity fund that invests in euro-denominated bonds 
from all geographical areas. The selected securities have an average maturity between January and December 
2027. The investment approach includes active, agile and disciplined management, making it possible 
to seize opportunities, arbitrate and even sell if the risk of default becomes too great. The marketing period runs 
until 1 September 2023.

Yield to maturity : 7.4 %

Performance and risk indicator

SRI risk :

Lower risk Higher risk

SRI risk :

Lower risk Higher risk

Source: Rothschild & Co Asset Management, 29/12/2023.
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R-co Conviction Credit Euro 
We have classified this product as risk class 2 out of 7, which is a low riskclass and mainly reflects its positioning on private debt 
products while having a sensitivity between 0 and +8. In other words, the potential losses associated with the future performance 
of the product are at a low level and, should market conditions deteriorate, it is very unlikely that our ability to pay you would 
be affected. The risk indicator assumes that you hold the product for 3 years, otherwise the actual risk may be very differentand 
you may get less in return.

Main risks: Discretionary management risk, interest rate risk, credit risk, counterparty risk, performance risk, risk of capital loss, 
risk related to the use of derivatives, risk related to temporary acquisitions and sales of securities, specific risk related to the 
use of complex subordinated bonds (bonds with a maturity of less than one year) of securities, specific risk related to the use of 
complex subordinated bonds (contingent convertible bonds, so-called «CoCs»).

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 2029. 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.

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 2027. 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.

R-co Valor Bond Opportunities 
We have classified this product in risk class 2 out of 7, which is a low risk class and mainly reflects a discretionary management 
policy that exposes the portfolio in a diversified way to the interest rate markets over the medium term. In other words, the 
potential losses related to the future performance of the product are low and, if the situation were to deteriorate in the markets, 
it is very unlikely that our ability to pay you would be affected. The risk indicator assumes that you hold the product for 3 years, 
otherwise the actual risk may be very different and you may get less in return.

Main risks: Discretionary management risk, interest rate risk, credit risk, credit risk («speculative» or «high yield»), counterparty 
risk, performance risk, risk of loss of capital, risk linked to the use of derivatives, specific risk linked to the use of complex 
subordinated bonds (convertible contingent bonds known as «CoCos»), exchange rate risk, equity risk, risk linked to exposure 
to non-OECD countries (including emerging countries).

Before investing, it is imperative to carefully read the PRIIPS DIC and the prospectus of the UCI, and more particularly its 
section on risks and fees, available on the Rothschild & Co Asset Management website: am.eu.rothschildandco.com

http://am.eu.rothschildandco.com
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Disclaimer
Advertising communication. 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. 
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 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 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. Furthermore, given the subjective nature of certain analyses, it should be stressed 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 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 conceivable that some, if not all, of the assumptions relating to these hypothetical illustrations may not 
materialize or may differ significantly from current determinations. This analysis is valid only at the time of writing.

R-co Conviction Credit Euro and R-co Valor Bond Opportunities are sub-funds of the Société d’Investissement à Capital Variable (open-
ended investment company) under French law «R-Co», whose registered office is at 29, avenue de Messine - 75008 Paris, registered 
under the number 844 443 390 RCS PARIS. R-co Target 2028 IG is a sub-fund of the French Société d’Investissement à Capital Variable 
«R-Co 2», whose registered office is at 29, avenue de Messine - 75008 Paris, registered under the number 889 511 747 RCS PARIS. R-co 
Thematic Target 2026 HY is a French Société d’Investissement à Capital Variablewhose registered office is at 29, avenue de Messine - 75008 
Paris, registered under the number 823 445 150 RCS PARIS. R-co Target 2027 HY 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 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 UCIs presented above are 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 (PRIIPs KID) 
and prospectus of the UCIs carefully, especially its section relating to risks. Each investor must also ensure the jurisdictions in which the 
UCI is registered. The PRIIPs KID, 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 UCIs 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 quoted relate to past 
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 can go down as well as up, and is not guaranteed. It is therefore possible that you may not recover the amount 
initially invested. Fluctuations 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 with an investment policy focused 
on specialized markets or sectors (such as emerging markets) are generally more volatile than more generalist funds with a diversified 
allocation. For a volatile mutual fund, fluctuations can be particularly large, and the value of the investment can therefore fall sharply. 
Performance figures do 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.

Rothschild & Co Asset Management, 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, under pain of legal proceedings.
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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 27 billion euros and employ 
nearly 160 people.

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

Contacts

France 
29, Avenue de Messine
75008 Paris
+33 1 40 74 40 74

Switzerland
Equitas SA
Rue de la Corraterie 6
1204 Geneva
+41 22 818 59 00

Germany - Austria
Börsenstraße 2 - 4
Frankfurt am Main 60313
+49 69 299 8840

Belgium - Netherlands - Luxembourg
Avenue Louise 166
1050 Bruxelles
+32 2 627 77 30

Italy
Passaggio Centrale, 3
Milano 20123
+39 02 7244 31

Spain
Paseo de la Castellana 40 bis
28046 Madrid
+39 02 7244 31

http://am.eu.rothschildandco.com
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