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Risk markets have remained resilient in the face of heightened 
geopolitical tensions this year, although one notable area of 
weakness has been in the technology sector.

Uncertainty around artificial intelligence (AI) is nothing new, 
and thus far it has mainly been focused on the pace and scale 
of capital expenditure needed from the hyperscalers, how this 
would pressure balance sheets, and what the execution risk of 
those investments would be given a largely unknown return on 
investment.

In recent weeks, however, and following the release of Anthropic’s 
legal plug-in for its Claude Cowork AI tool, the market is re-
underwriting the AI threat to a large number of software-as-
a-service (SaaS) businesses, and the sell-off has seen equity 
multiples in this sub-sector compress significantly (see Exhibit 1). 
Credit, while in aggregate remains resilient, has certainly not been 
immune, with many software bonds and loans down a number of 
points this year.

AI and the software sell-off

•	 Market focus has shifted in recent weeks from 
hyperscaler spending to the threat AI could pose to 
numerous software-as-a-service (SaaS) businesses.

•	 We see clear risks for software firms with narrow moats 
and low switching costs, but AI could also benefit 
platforms with proprietary data or niche sector expertise. 

•	 Public and European credit have relatively low exposure 
to the sector, and we view the risks as manageable, 
though they will not be immune to volatility given AI’s 
rapid evolution.
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Indicative market indices, data as at 10 February 2026. Past performance is not a reliable indicator of current or future results. Included for illustrative purposes only. 
Shown in local currency terms. It is not possible to invest directly into an index and they will not be actively managed. Source: Bloomberg, TwentyFour, 10 February 2026.
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Total return YTD (%) Total return last 30 days (%) Yield (%) Duration (yrs)

EUR IG 1.02 0.73 3.1 4.4

GBP IG 0.41 -0.35 5.1 5.9

US IG 0.95 0.69 4.8 6.5

EUR HY 0.90 0.38 4.9 2.8

GBP HY 1.61 0.93 7.8 2.8

US HY 0.82 0.42 6.7 2.9

EM HY 1.55 1.23 7.0 3.9

Euro Senior Banks 0.94 0.66 2.9 3.7

COCO 1.41 0.86 5.5 3.6

Exhibit 1: The SaaS sell-off in equities

Source: Bloomberg, 11 February 2026
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Is SaaS growth sustainable?
Stepping back, one can see why the market has been happy to 
underwrite software credits in recent years. Solid non-cyclical 
organic revenue growth, driven by high retention rates and steady 
increases in average revenue per user (ARPU), have coupled 
with high Earnings Before Interest, Taxes, Depreciation, and 
Amortisation (EBITDA) margins and robust free cashflow. This 
fundamental profile has allowed issuers, particularly those that 
are sponsor-led, to layer leverage onto structures, especially 
for businesses that typically trade at elevated equity valuations. 
Net debt-to-EBITDA of 5-6x is not uncommon, with the market 
underwriting these credits on a loan-to-value (LTV) of less than 
50% given average Enterprise Value (EV)/EBITDA multiples in the 
low-to-mid teens (as an  example, net debt-to-EBITDA of 5x on a 
business valued at 13x EBITDA equates to an LTV of 38%).

However, the recent moves call into question whether the level of 
growth going forward is sustainable for many of these businesses, 
and there will likely be more scrutiny on LTVs after the sharp 
equity sell-off.

From an operating perspective we would be particularly nervous 
around sub-scale, single-feature SaaS companies. Firms with 
narrow moats and low switching costs will be most impacted by 
AI disruption, as customers look to both consolidate platforms 
or even build in-house. Generic or repeatable process driven 
SaaS companies already see the threat of Claude et al. on their 
shoulder, and the complexity of the models developed by the 
frontier AI labs (Anthropic, Open AI etc.) are evolving quickly.

AI can also benefit software firms
Having said that, many software companies could benefit from 
those developments. Platforms and databases that are deeply 
integrated in workflow, offer proprietary data (data that is not 
easily scraped online), niche sector expertise, and comply with 
local regulation, could be well positioned to take advantage of AI 
advancements. Integrating AI tools into existing platforms will be 
critical, but companies that do this well would expect to increase 
the stickiness of their customer relationships and help protect 
ARPU.

So, we don’t think we are at the start of an AI “cliff” within 
sub-investment grade credit. The risks are real, but so is the 
opportunity, both from a corporate perspective (if they can 
leverage AI through the business) and an investment perspective. 

If we consider earnings, the most likely impact we see, at least 
in the credit space, is less on business model obsolescence and 
more on the ARPU side. Unless a company can demonstrate its 
unique selling point and prove its moat, either via proprietary 
data or sector expertise, then even platforms that are imbedded 
in workflow might struggle to offer costs that are many multiples 
higher than the frontier lab equivalent. Positively, costs are in 
any case relatively low as a percentage of operating expense for 
most of the corporate customers they serve. We believe that AI 
will also benefit the cost bases of the very SaaS companies they 
threaten on the revenue side, particularly in development and 
coding. However, we expect investors to stress their “base case” 
assumptions in the upcoming earnings round if they haven’t done 
so already, and we expect the market to become more discerning 
between the potential winners and losers.

Public and European credit have lower software 
exposure
Across sub-investment grade markets, sector exposure is 
most concentrated in the private credit space (US Business 
Development Companies have an average exposure of 26%, 
according to Morgan Stanley data) and least concentrated in 
high yield bonds (only 3% of the European and US HY market 
is in the software sector), with the broadly syndicated loan 
market in between (US 10%, Europe 7.5%). Outside of private 
markets, therefore, we think exposures are manageable, and it is 
worth saying that software covers a wide remit, from consulting 
to outsourcing, productivity, risk analysis, operating system, 
multimedia, design, and so on. Some sub-sectors will of course be 
more exposed than others.

Ultimately, the rapid evolution of AI will clearly throw up both 
risks and opportunities for credits in the bond and loan markets. 
European credit is less exposed to the sector, though not immune, 
and we view the risks as manageable. Undoubtedly, volatility in 
the space is likely to continue as the technology continues to leap 
forward.

Indicative market indices, data as at 10 February 2026. Past performance is not a reliable indicator of current or future results. Included for illustrative purposes only. 
Shown in local currency terms. It is not possible to invest directly into an index and they will not be actively managed. Source: Bloomberg, TwentyFour, 10 February 2026.

Rates dashboard

Change (bp)

Current % 1w 1m YTD

US Treasury

2yr 3.45 -12 -8 0

10yr 4.14 -12 -3 2

30yr 4.78 -11 -4 -2

UK Gilt

2yr 3.64 -7 -1 -9

10yr 4.51 -1 13 1

30yr 5.33 4 22 10

German Bund

2yr 2.07 -5 -3 -5

10yr 2.81 -8 -3 -5

30yr 3.49 -6 5 1

Change (bp)

Market 
projection

Current % 1w 1m YTD

Base rate 
3.75%

end-2026 3.10 -11 -9 1

end-2027 3.19 -15 -13 -3

Base rate 
4.00%

end-2026 3.31 -7 2 -4

end-2027 2.22 -7 -9 -16

Base rate 
2.00%

end-2026 2.00 -3 -6 -11

end-2027 2.22 -7 -9 -16
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The views and positioning expressed represent the opinions and positioning of 
TwentyFour as at 13 February 2026, they may change, and may also not be shared 
by other members of the Vontobel Group (collectively “Vontobel”) or reflect their 
positioning. The analysis is based on publicly available information as of the date 
above and is for informational purposes only and should not be construed as 
investment advice or a personal recommendation. References to holdings and/
or other companies for illustrative purposes only and should not be considered a 
recommendation to buy, hold, or sell any security discussed herein.

This article does NOT express any political views or endorsements, but rather aims 
to objectively analyse the economic factors and implications. The analysis is based on 
publicly available information as of the date above and is for informational purposes 
only and should not be construed as investment advice or a personal recommendation. 
References to holdings and/or other companies for illustrative purposes only and 
should not be considered a recommendation to buy, hold, or sell any security discussed 
herein.

Any projections, forecasts or estimates contained herein are based on a variety of 
estimates and assumptions. Market expectations and forward-looking statements 
are opinion, they are not guaranteed and are subject to change. There can be no 
assurance that estimates or assumptions regarding future financial performance of 
countries, markets and/or investments will prove accurate, and actual results may 
differ materially. The inclusion of projections or forecasts should not be regarded as 
an indication that TwentyFour or the Vontobel Group considers the projections or 
forecasts to be reliable predictors of future events, and they should not be relied upon 
as such. We reserve the right to make changes and corrections to the information and 
opinions expressed herein at any time, without notice.

Past performance is not a guarantee of future results. Diversification does not assure 
a profit or protect against loss in declining markets. Investing involves risk, including 
possible loss of principal. Value and income received are not guaranteed and one may 
get back less than originally invested. TwentyFour, the Vontobel Group, its affiliates and 
the individuals associated therewith may (in various capacities) have positions or deal 
in securities (or related derivatives) identical or similar to those described herein.

The index data referenced herein is the property of Merrill Lynch, Pierce, Fenner & 
Smith Incorporated (BofAML) and/or its licensors and has been licensed for use by 
Vontobel. BofAML and its licensors accept no liability in connection with its use. Index 
comparisons are provided for informational purposes only and should not be used as 
the basis for making an investment decision. It is not possible to invest directly in an 
index and they are not actively managed.

Source: Bloomberg. BLOOMBERG® is a trademark and service mark of Bloomberg 
Finance L.P. and its affiliates (collectively “Bloomberg”). Bloomberg does not approve 
or endorse this material, or guarantees the accuracy or completeness of any 
information herein, or makes any warranty, express or implied, as to the results to be 
obtained therefrom and, to the maximum extent allowed by law, neither shall have any 
liability or responsibility for injury or damages arising in connection therewith. This 
marketing document was produced and approved by TwentyFour Asset Management 
LLP (“TwentyFour”), a company of the Vontobel Group (collectively “Vontobel”) for 
professional/institutional investors only.

The information contained in this document is not intended for distribution to or use 
by any person or legal entity in any jurisdiction or country in which such distribution or 
use would violate any valid law or regulation or would require Vontobel or its affiliates 
to register within that jurisdiction or country. Vontobel makes no assurances that 
the information contained in this document is suitable for use at all locations or by all 
viewers.

This document does not in any jurisdiction constitute, directly or indirectly, a 
recommendation, offer or solicitation to the public or anyone else to subscribe to, 
purchase, hold or sell a financial instrument and is not to be construed accordingly.

This document is a general communication. It is not independent and was prepared 
exclusively for informational and educational purposes. The information and opinions 
contained in this document (jointly “information”) are not to be taken as forecasts, 
research, recommendations or investment advice, are not intended to predict actual 
results and no assurances are given with respect thereto. Certain information herein 
is based upon forward-looking statements, information and opinions, including 
descriptions of anticipated market changes and expectations of future activity of 
countries, markets and/or investments. We believe such statements, information, 
and opinions are based upon reasonable estimates and assumptions. Actual events or 
results may differ materially and, as such, undue reliance should not be placed on such 
forward-looking information. All forecasts, forward-looking statements and estimates 
contained in this document are speculative. Various risks and uncertainties mean 
that it cannot be guaranteed that the estimates or assumptions made will prove to be 
correct and actual events and results may differ significantly from those presented or 
expected in this document. The opinions expressed in this document may change as a 
result of market, economic and other conditions. Information in this document should 
not be interpreted as a recommendation but as an illustration of general economic 
issues. Please note that past performance is not a reliable indicator of current or future 
performance and that forecasts are essentially limited and must not be used as an 
indicator for future performance.

All information in this document is provided on the basis of knowledge and/or the 
evaluation of the market at the time of preparing the document or at the time stated 
in the document without making any express or implicit representations or warranties 
of any kind. However such information can become void or change as a result of 
subsequent political or market events or for other reasons. Vontobel reserves the 
right to make changes and corrections to the information and opinions expressed 
herein at any time, without notice, but is under no obligation to do so. Viewers bear 
sole responsibility for decisions made on the basis of information in this document. 
They must not rely on information in this document when making an investment 
decision or any other decision.

This document was not prepared on the basis of individual investor relations. 
Nothing in this document constitutes advice regarding taxes, accounting, regulation, 
law, insurance, investments or any other form of advice regarding subscribing to, 
purchasing, holding or selling securities or other financial instruments, making 
transactions or following particular investment strategies.

Vontobel is not liable for any direct or indirect losses or damage that result from the 
information available in this document, including but not limited to loss of earnings, or 
for any losses or damage incurred as a direct or indirect result of the use of information 
contained in the document.

Vontobel releases itself, insofar as is possible under the applicable law, from any liability 
for direct or indirect damage or losses resulting from the information provided here or 
from the absence of information. Although Vontobel believes that the information in 
this document was compiled with all due care, Vontobel makes no express or implicit 
guarantee of the accuracy or completeness or the information, text, figures or other 
elements included in this document. The document should not be used as a reliable 
basis for decisions. Vontobel accepts no liability in this regard.

The information included in this document does not constitute a contractual 
relationship between the provider of this information and the viewers of this document 
and is not to be interpreted as such.

All aspects of this document are the copyrighted property of Vontobel or third parties. 
Information in this document is intended for your personal, not commercial, use.

Vontobel, members of the management team or employees may have invested in the 
past or currently invest in financial instruments about which information or opinions 
are included in this document, or they may invest in these instruments in future. 
Vontobel may also have provided services in the past, may currently provide services or 
may provide services in the future for issuers of these financial instruments, including 
for example. corporate finance or market making services. It is also possible that 
employees or members of the management team at Vontobel have in the past exercised 
certain functions for the issuers of these financial issuers (e.g. work as member of 
the management team), or that they exercise these currently or will do so in future. 
Vontobel, employees or members of the management team could therefore have a 
personal interest in the future performance of financial instruments.

Distribution to U.S. Persons (as defined in Regulation S under the Securities Act of 
1933) by TwentyFour Asset Management (US) LP (“TwentyFour US”), TwentyFour 
Asset Management LLP (“TwentyFour”), and Vontobel Asset Management, Inc. 
(“VAMUS”). TwentyFour US, TwentyFour and VAMUS are registered as investment 
advisers with the U.S. Securities and Exchange Commission (SEC) in accordance with 
the current version of the 1940 U.S. Investment Advisers Act. Registration as an 
investment adviser with the SEC does not presuppose a particular level of skills or 
expertise. TwentyFour Asset Management LLP is registered in England No. OC335015 
and is authorised and regulated in the UK by the Financial Conduct Authority, FRN 
No. 481888. Registered Office: 8th Floor, The Monument Building, 11 Monument 
Street, London, EC3R 8AF United Kingdom. TwentyFour Asset Management (US) LP 
Registered Office: 66 Hudson Boulevard, 34th Floor, Suite 3401, New York, NY 10001 
USA. TwentyFour US is a wholly-owned subsidiary of TwentyFour Asset Management 
LLP. VAMUS is a wholly-owned subsidiary of Vontobel Holding AG, Zurich, Switzerland. 
Copyright TwentyFour Asset Management LLP, 2025 (all rights reserved).

Canada: Information herein is provided for use with permitted clients / institutional 
investors only. Vontobel operates in Canada in connection with our investment and 
business activity pursuant to the following: Vontobel Asset Management Inc. relies 
on the International Adviser Exemption in the provinces of Alberta, British Columbia, 
Saskatchewan, Ontario and Quebec and the Investment Fund Manager Exemption in 
Ontario and Quebec. Vontobel Asset Management AG relies on the Investment Fund 
Manager Exemption in the provinces of Ontario and Quebec. TwentyFour relies on the 
International Adviser, International Dealer and Investment Fund Manager Exemptions 
in the province of Ontario.

For US Offshore and LatAm: Information herein prepared and approved for 
institutional / professional investors and approved for use in certain jurisdictions 
only. Vontobel offers a variety of products and services intended solely for qualified 
investors from certain countries or regions. Your country of legal residence will 
determine the products or services that are available to you. Information herein 
should not be considered a solicitation or offering for the sale of any investment 
product or service to any person in any jurisdiction where such solicitation or offer 
would be unlawful or prohibited. Furthermore, this information is not intended for 
use in any jurisdiction which would subject Vontobel and/or TwentyFour to any 
registration, licensing or other authorization requirement within such jurisdiction or 
country. 
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In Mexico: None of the funds managed by TwentyFour have been, and are not expected 
to be, registered in the National Registry of Securities maintained by the National 
Banking and Securities Commission (“CNBV”), and therefore may not be offered or 
sold publicly in Mexico. The funds managed by TwentyFour may only be offered or sold 
to qualified and institutional investors in Mexico, pursuant to the private placement 
exemption set forth under Article 8 of the Mexican Securities Market Law as part of a 
private offer.

Australia & New Zealand: Vontobel is represented in Australia by Vontobel Asset 
Management Australia Pty Limited (ABN 80 167 015 698), which is the holder of 
Australian Financial Services Licence number 453140 (“Vontobel Australia”). Vontobel 
and Vontobel Australia are also an Overseas Financial Adviser in the meaning of the 
Financial Advisers Act 2008 of New Zealand (“FAA”). Neither Vontobel Australia nor 
any other member of the Vontobel Group has a presence in New Zealand.

Hong Kong: The content of this document was not reviewed or approved by any 
regulatory body in Hong Kong, including the Securities and Futures Commission in 
Hong Kong. This document has been approved for use in Hong Kong by Vontobel 
(Hong Kong) Limited, a corporation licensed by the Securities and Futures Commission. 
You are therefore advised to exercise caution and, in the event of doubt regarding the 
contents, to seek independent professional advice.

Singapore: This document has not been reviewed by the Monetary Authority of 
Singapore. This document should not be considered as a solicitation to the general 
public or a member of the general public in Singapore to subscribe to or purchase 
financial instruments, either directly or indirectly.

Japan: this material has been approved and is distributed by Vontobel Asset 
Management Pte. Ltd. (Financial Instruments Business Operator conducting 
Investment Advisory and Agency Business) (Director of Kanto Local Finance Bureau 
(Kinsho) No. 3214) in order to provide general information only, and is not intended as 
a solicitation for the purchase or sale of any financial instruments, or as a solicitation 
for an investment management or investment advisory relationship. This document 
is to be used solely by your company for the purpose of research and informational 
purposes, and may not be copied, reproduced, used for unrelated purposes or provided 
outside your company without our company’s consent. Although this document has 
been prepared based on information that we believe to be reliable, we do not warrant 
its accuracy or reliability. The information and data presented here are as of the date 
of preparation of this document. The historical performance and wording of this 
material do not warrant or imply any future operating results. Past performance is not 
a predictor of future performance or results. All rights and obligations relating to the 
information in this material belong to the information provider, and the content may 
be varied or modified without notice for any reason determined by the information 
provider. Any investment or other judgment based on the information in this material 
shall be made at the sole responsibility of the reader, and neither Vontobel Asset 
Management Pte. Ltd. nor any other information provider shall be held liable in any way 
for any loss caused by the information in this material.

本書は、投資助言・代理業の登録を受けた金融商品取引業者であるVontobel Asset 
Management Pte. Ltd.（関東財務局長（金商）第3214号）が、様々な投資戦略に関する
需要調査の一環として、資産運用会社の概要や投資戦略などに関する情報提供の目
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一任契約や投資顧問契約の勧誘を意図するものでも]ありません。本書は、専ら貴社に
よる調査及び情報収集の目的のために交付されるものであり、当社の同意なく本書を
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