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🡒 In the first quarter of this year, 
investors were wondering whether central 
banks would be able to rein in inflation. 
The last three months have shown that the 
danger now lies in potential over-optimism.
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The glass half-full 

It has been quiet sailing on the markets in very uncertain waters. 
A split has, in fact, emerged between the signals emitted by the 
fixed Income market and the assessment of risky markets. Risky 
markets seem very confident that central banks will be able to 
control inflation without significantly undermining the economy 
or triggering a recession. We don’t believe in this scenario, but it 
does seems to be the currently predominant. As an example, fears 
surrounding the banking sector have faded rapidly, and key rate 
forecasts have returned almost to levels that prevailed prior to the 
collapse of Silicon Valley Bank and Credit Suisse. This event is now 
considered an epiphenomenon. 
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Sources: Bloomberg, Rothschild & Co Asset Management, 30/06/2023.
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In general, we are seeing relative complacency regarding 
the current uncertain environment. This is showing up in 
risk premiums, which remain rather narrow, and in low 
levels of volatility. Even so, the yield curve has become 
even more inverted than it was in the first quarter, and to a 
degree not seen since the Volcker period. The long section is 
stuck in place, suggesting that inflation expectations are still 
anchored (10-year forecasts are currently at 2.25%(1)). This 
situation illustrates how much confidence the markets have 
the central banks.

(1) Source: Fed, Bloomberg, 
Rothschild & Co Asset Management 
26/06/2023
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Core CPI(1) inflation and forecasts – Eurozone  
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(1) Consumer Price Index
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Too much confidence?

Central banks now face a new task – to avoid euphoria 
spreading through the markets. Aware of the risks inherent in 
excessive optimism, they are hammering away at a message of 
hawkishness, with their paramount goal being to get inflation 
back to their 2% target. But yet, the Fed has opted for the 
status quo in its tightening cycle – In March the central banks of 
Canada and Australia had done likewise before resuming their 
rate hikes. The mystery is even greater as the language is more 
hawkish than during the months preceding this decision.

Moreover, the Fed is still projecting two consecutive hikes, while 
the markets are now pricing in just one. There is always a lag 
between the implementation of a monetary policy and when 
its effects show up. We are entering a phase in which we will be 
assessing, month-by-month, the impact of the latest decisions, 
especially as a disinflationary trend seems to be beginning. 
Indeed, this could suggest that the situation will gradually 
“normalise” without the steep rise of previous months having 
had a major impact on the economy.

Hard to get a true read 

In the US, economic activity is holding up, inflation is 
receding slightly, and the labour market is still robust. And 
yet, the spectre of recession continues to hover. All leading 
macroeconomic and market indicators are pointing in that 
direction, and things have worsened again since late March. 
The consequences of the rate hikes cannot be overlooked, 
especially as financing conditions remain clearly restrictive. 
Meanwhile, PMI(2) services indices are trending downward 
but for the moment are holding above 50. PMI manufacturing 
indices, however, are under this threshold. Historically, the 
services indices tend to track behind the manufacturing indices, 
and on both sides of the Atlantic.

Even so, inflation is receding far more slowly in Europe than 
in the US. So, the context is more challenging for the ECB and 
offers investors less visibility on the “landing point” of its 

(2) Purchasing Managers' Index, 
indicator reflecting the confidence 
of purchasing confidence in 
an industry sector. Above 50, it 
indicates an expansion in activity; 
below 50, a contraction.
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US & Eurozone – Business confidence Index (Services)
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monetary policy. This lack of clarity is being maintained by 
the cyclical lag between Europe and the US. In raising its rates 
higher and faster, the Fed has managed to achieve results that 
are now tangible. In Europe, the situation is more nuanced. 
However, if the US slips into a recession, European long-term 
rates yields will track US long-term rates yields downward, 
although the ECB says it will continue to hike. 

A prudent and selective strategy

Against this backdrop, we have raised the portfolios’ interest-
rate sensitivity to quasi-neutrality vs. the market. However, we 
are avoiding overweighting interest-rate sensitivity, as Europe 
is still in a negative real-rate environment and it is impossible 
to know how ECB monetary policy will “land”. We have also 
reduced the portfolios’ tracking error(3) in general, lessening 
their exposure to risky assets by selling high-beta bonds. Hence, 
after having overweighting very-long-dated sovereign bonds in 
order to hedge risk at attractive absolute levels, we have shifted 
our allocation to five-year paper, as the yield curve has inverted 
even more, and have taken this opportunity to raise portfolio 
sensitivity slightly. This positioning seems to fit a potential shift 
in monetary policies.

Meanwhile, we are overweighting sectors such as banks that 
are able to use the latest interest-rate movements to generate 
considerable profits and that enjoy solid fundamentals. 
Similarly, we are opportunistically investing in bonds with 
attractive yields. We are invested in all Investment Grade(4)  
ratings but the more we descend the scale, the more we try 
to identify positive credit trajectories and a potential for 
improvement in fundamentals to provide some resiliency to the 
portfolios. For the most flexible funds, we prefer to retain some 
leeway for positioning ourselves on riskier investments when 
during surges of volatility.  

(3) Standard deviation of a fund's 
volatility to its benchmark index. 
index.

(4) Debt securities issued by 
companies or governments rated 
between AAA and BBB- by Standard 
& Poor's.
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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.

Year to date 2022 2021 2020 2019 2018 1 year
volatility

R-co Conviction Credit Euro C EUR 3.44% -13.17% 1.00% 2.72% 5.17% -3.58% 5.03%

R-co Conviction Credit Euro IC EUR 3.62% -12.86% 1.37% 3.09% 5.55% -3.23% 5.03%

Markit iBoxx™ € Corporates 2.16% -14.17% -1.08% 2.73% 6.29% -1.29% 5.80%

Source: Rothschild & Co Asset Management, 30/06/2023.

R-co Target 2028 IG 

MATURITY FUNDS | EURO-DENOMINATED INVESTMENT GRADE BONDS 
Inception date: 09/09/2022 |  Recommended investment period: until  31/12/2028 |  Article 8 SFDR

A credit fund based on a bond-carrying strategy until maturity, R-co Target 2028 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 2028 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 2023.

Yield to maturity : 4.9 %(1)

(1) Source: Rothschild & Co Asset Management, 30/06/2023.

Performance and risk indicator

SRI risk :

Lower risk� Higher risk

SRI risk :

Lower risk� Higher risk
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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 4.10% -9.71% 3.66% 6.74% 5.35% 6.06%

ESTER Capitalisé + 2.585% 2.61% 2.90% 2.50% 2.51% 11.88% 0.18%

R-co Valor Bond Opportunities I EUR 4.34% -9.31% 4.14% 7.01% 7.% 6.07%

ESTER Capitalisé + 3.035% 2.83% 3.34% 2.95% 2.96% 13.% 0.18%

Source: Rothschild & Co Asset Management. 30/06/2023.

R-co Thematic Target 2026 HY

MATURITY FUND | EURO-DENOMINATED HIGH YIELD BONDS 
Inception date: 28/02/2020 |  Recommended investment period: until  31/12/2026 |  Article 8 SFDR

R-co Thematic Target 2026 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 
2026. 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 : 7.9 %

Year to date 2022 2021 Since 
inception 

1 year
volatility

R-co Thematic Target 2026 HY C EUR 6.85% -11.63% 5.29% 15.85% 6.72%

R-co Thematic Target 2026 HY IC EUR 7.12% -11.17% 5.82% 16.28% 6.72%

Source: Rothschild & Co Asset Management, 30/06/2023.

Performance and risk indicator

Performance and risk indicator

SRI risk :

Lower risk� Higher risk

SRI risk :

Lower risk� Higher risk
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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 Thematic Target 2026 HY 
We have classified this product as risk class 3 out of 7, which is a low risk class and mainly reflects its positioning on credit risk 
and interest rate products with a residual maturity of 1 year or less on 31 December 2026. In other words, the potential losses 
related to the future performance of the product are at a low level 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 until 
31 December 2026, 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»), liquidity risk, 
counterparty risk, performance risk, risk of loss of capital, risk linked to the use of derivatives, exchange rate risk, equity risk, 
risk linked to exposure to non-OECD countries (including emerging countries)

R-co Target 2028 IG
We have classified this product as risk class 2 out of 7, which is a low risk class and mainly reflects its positioning on credit risk 
and interest rate products with a residual maturity of 1 year or less on 31 December 2028. In other words, the potential losses 
related to the future performance of the product are at a low level 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 until 
31 December 2028, 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, counterparty risk, performance risk, risk of capital loss, 
risk related to the use of derivatives, extra-financial criteria (ESG) risk, sustainability risk.

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, 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. 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. This analysis is only valid at the time of writing of this report.

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.

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).

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, 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
Via Santa Radegonda 8
Milano 20121
+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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