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Market Commentary
July was a strong month for markets with sentiment rebounding after a very
weak June. In equities all major indices saw strong rallies, while in credit the
iTraxx Crossover Index tightened by over 70bp. The risk-on tone was driven
by attractive valuations, a strong earnings season and a firmness in rates as
government bond yields tightened on both sides of the pond.
The Fed was closely watched and as expected hiked rates by 75bp in July for the
second meeting in a row. The market latched on to the FOMC statement that
the US economy had “softened”, as well as comments from Fed chair Jerome
Powell that the pace of hikes was likely to slow, interpreting these as a signal
for a Fed pivot despite a higher than expected headline inflation figure of 9.1%.
Meanwhile, the European Central Bank exited negative rates at its July meeting
and surprised markets by hiking 50bp. This was accompanied by the ECB’s
new anti-fragmentation tool (officially the Transmission Protection Instrument
or TPI), however details remain vague at this stage. A collapse of Mario
Draghi’s government in Italy saw fresh elections scheduled for September and
increased volatility for Italian spreads, and elsewhere in Europe volatility was
also elevated amid ongoing uncertainty over Russian gas supply.
Despite the ongoing market volatility and uncertain sentiment, several
European ABS issuers placed deals in July ahead of the traditional summer
primary lull. These were essentially all either fully or partially pre-placed,
reflecting current market conditions, and giving certainty of execution to the
sponsor.
The UK saw two placed BTL RMBS and one non-conforming deal, all from
established platforms. All three offered the full capital stack of bonds and
while it’s difficult to gauge overall appetite in pre-placed deals due to the
opacity of the book build process, it’s fair to assume from their very launch that
investor interest was good at these wider spreads. Also in the UK ABS market
a credit card deal from a regular issuer saw the senior tranche (interestingly
only rated to AA rather than AAA) bought by one of the lead manager banks
and the mezzanine bonds saw good levels of oversubscription. The highlight
though was the successful return to the market of a Prime UK RMBS deal from
Santander UK’s Holmes Master Trust platform; the £600m 4.65yr senior-only
STS labelled deal was the first from the platform since 2018 and saw strong
demand, ultimately being priced at Sonia+73bp.
In Europe two deals were seen in the Consumer ABS space; a French bank
privately placed senior notes at Eur+55bp and retained all the mezzanine,
while a Spanish consumer deal via Banco Sabadell saw €759m of STS labelled
bonds placed across the capital stack. Both deals saw good subscription levels
from investors looking at wider re-entry points into the market. Elsewhere an
RMBS deal priced in Ireland comprising a portfolio of reperforming loans and
an Italian RMBS deal retained by a bank in 2019 was also placed with investors.
The CLO primary market remained subdued for most of the month due to
ongoing challenges around the arbitrage, with wider liability spreads and
a rallying leveraged loan market making primary deals largely uneconomic
despite the return of some larger anchor investors in AAAs. The WAC of the
debt stack is now averaging a spread in the high 300s, which is the widest level
since the COVID period, whilst the European Leveraged Loan Index gained for
the fourth consecutive week and while it remains negative YTD, the monthon-month rally was the highest seen so far this year. Towards the end of the
month two new issues managed to price, with the AAA bonds still pricing
above Eur+200 and sub-IG levels still at the widest spreads seen in the CLO
2.0 era. There are several other deals currently in marketing, though ramping
portfolios remains a challenge with limited supply in both leveraged loans and
high yield bonds. This has seen CLO managers moving to use more of their
bond allocations which have increased from 12% on average to around 15%.

Rolling Performance
I EUR Acc

By the end of the month overall European ABS supply had increased to around
€53bn including €15bn of CLOs.
Given current market conditions there had been some uncertainty around the
fate of bonds which have calls in the second half of 2022; one of these being
a very large UK non-conforming deal, Hawksmoor 2019-1, which is due to
be called in mid-August with £1.6bn still outstanding. In a positive move for
the market, the refinancing of this deal has now been announced and has
additionally been upsized to £2bn, in combination with three other legacy
portfolios from the same sponsor, which has now been fully preplaced in the
market across the whole capital structure at tighter spreads than currently
offered in secondary markets.
Secondary market sentiment generally improved during the course of the
month and limited flows saw senior RMBS spreads finally start to trade tighter,
albeit in fairly thin summer market trading. AAA senior bonds stabilized and saw
tightening of 5-10bp into month-end, though there is an observable dispersion
developing between stronger BTL names and non-conforming deals as some
traders began factoring in non-call scenarios for deals with lower coupon stepups. Prime UK RMBS saw ongoing demand, in particular from bank treasuries.
The constructive tone continued in the CLO market too, with AAAs dominating
the flow and having widened to low-200s in the first half of the month, retraced
in the latter part with shorter cleaner profiles tightening to high-100s. Other
CLO IG bonds finished around 25bp tighter, with BB and B bonds seeing the
most tightening of 75-100bp.

Portfolio Commentary
The ongoing elevated volatility and spread widening in June presented the
portfolio managers with some interesting opportunities in secondary markets,
with primary deals largely on hold. The Fund is currently positioned with
elevated levels of AAA and liquidity assets into month-end. The Fund added
several measured positions in UK BTL bonds together with AAA CLOs, which
are now offered at discounted cash prices and spreads of around Eur+195bp.
Sales were made in Dutch BTL, French Auto ABS and a UK Prime RMBS deal at
levels around par in mainly shorter dated profiles. The portfolio managers will
continue to maintain high levels of due diligence on the underlying portfolio.
The Fund returned -1.17% (Class I EUR Acc) for the month with three-year
volatility at 4.71%.

Market Outlook and Strategy
Wider spreads in the early part of the month presented the portfolio managers
with the opportunity to add assets selectively at incremental yields, and
subsequently benefit from the tightening in the second half as ABS spreads
followed the rally in wider fixed income markets. Despite traders quoting
wider spreads in mezzanine bonds, sourcing RMBS at cheaper levels proved
to be challenging with light BWIC flow, little dealer inventory and elevated bidoffer spreads. However, the Fund was able to add some highly liquid German
Auto ABS. Fundamental bond performance remains good with multiple rating
upgrades seen over the month, though the portfolio managers will continue to
maintain high levels of due diligence on the underlying portfolio.
The Fund returned -1.18% (Class I EUR Acc) for the month with 3yr volatility
at 4.71%.
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The performance figures shown are in EUR on a mid-to-mid basis inclusive of net reinvested income and net of all fund expenses. Past performance is not a reliable indicator of future
performance. Performance data does not take into account any commissions and costs charged when shares of the portfolio are issued and redeemed. *Inception date 27/06/2017.

Key Risks
• All financial investment involves risk. The value of your investment isn’t
guaranteed, and its value and income will rise and fall. Investors may not
get back the full amount invested.
•	The issuer of ABS products may not receive the full amounts owed to them
by underlying borrowers, which would affect the value of the Fund. Credit
and prepayment risks also vary by tranche which may affect the Fund’s
performance.

•	Past performance is not a reliable indicator of future performance, and the
Fund may not achieve its investment objective.
•	The Fund has the ability to use derivatives, including but not limited to FX
forwards, for hedging only (EPM). This may magnify gains or losses.
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Further information on fund charges and costs are included on our website at www.twentyfouram.com
This marketing document was produced for professional investors, for distribution in UK and has been prepared and approved by TwentyFour Asset Management LLP (“TwentyFour”),
a company of the Vontobel Group, and Vontobel Asset Management AG (together referred to as “Vontobel”), whereas TwentyFour acts as manager of the securities and/or strategies
discussed, for information purposes only.
TwentyFour Asset Management LLP is able to assist those institutional clients who require it with meeting their Solvency II (including its UK onboarding and onshoring legislation)
obligations. In particular, TwentyFour Asset Management LLP will make all reasonable endeavours to comply with the Solvency II Regulations 2015 Article 256. This financial product
does not make any commitment to invest in environmentally sustainable investments in the sense of the EU Taxonomy. The EU Taxonomy specific product disclosure requirements do not
apply to this financial product. As the investments of the financial product do not take into account the EU criteria for environmentally sustainable economic activities in the sense of the
EU Taxonomy, the “do no significant harm” principle according to the EU Taxonomy does not apply to the investments of the financial product. Please contact the Compliance Department
at compliance@twentyfouram.com for more information.
TwentyFour Asset Management LLP is a Limited Liability Partnership incorporated in England under Partnership No. OC335015 with its registered office at 8th Floor, The Monument
Building, 11 Monument Street, London EC3R 8AF and is authorised and regulated in the UK by the Financial Conduct Authority, FRN No. 481888.
This document is for information purposes only and does not constitute an offer, solicitation or recommendation to buy or sell shares of the fund/fund units or any investment instruments,
to effect any transactions or to conclude any legal act of any kind whatsoever. Subscriptions of shares of the fund should in any event be made solely on the basis of the fund’s current
sales prospectus (the “Sales Prospectus”), the Key Investor Information Document (“KIID”), its articles of incorporation and the most recent annual and semi-annual report of the fund
and after seeking the advice of an independent finance, legal, accounting and tax specialist. This document is directed only at recipients who are institutional clients such as eligible
counterparties or professional clients as defined by the Markets in Financial Instruments Directive 2014/65/EC (“MiFID” including its UK onboarding and onshoring legislation) or
similar regulations in other jurisdictions.
In particular, we wish to draw your attention to the following risks: Investments in derivatives are often exposed to the risks associated with the underlying markets or financial
instruments, as well as issuer risks. Derivatives tend to carry more risk than direct investments. The structure of ABS/MBS and the pools backing them might be intransparent which
exposes the subfund to additional credit and prepayment risks (extension or contraction risks) depending on which tranche of ABS/MBS is purchased by the subfund. Money market
investments are associated with risks of a money market, such as interest rate fluctuations, inflation risk and economic instability.
This financial product promotes environmental or social characteristics but does not have sustainable investment as its objective. Neither the Sub-Fund, nor the Management Company
nor the Investment Manager make any representation or warranty, express or implied, with respect to the fairness, correctness, accuracy, reasonableness or completeness of an
assessment of ESG research and the correct execution of the ESG strategy.
For definitions of the investment terminology used within this document please see glossary at: twentyfouram.com/glossary
Past performance is not a reliable indicator of current or future performance. Performance data does not take into account any commissions and costs charged when shares of the fund
are issued and redeemed, if applicable. The return of the fund may go down as well as up due to changes in rates of exchange between currencies. The value of the money invested in the
fund can increase or decrease and there is no guarantee that all or part of your invested capital can be redeemed.
Interested parties may obtain the above-mentioned documents free of charge from the authorized distribution agencies and from the offices of the fund at 11-13 Boulevard de la Foire,
L-1528 Luxembourg. Refer for more information on the fund to the latest Sales Prospectus, KIID, its articles of incorporation and the most recent annual and semi-annual report. These
documents may also be downloaded from our website at vontobel.com/am. The funds authorised for distribution in the United Kingdom and entered into the UK’s temporary marketing
permissions regime can be viewed in the FCA register under the Scheme Reference Number 466625. The fund is authorised as a UCITS scheme (or is a sub fund of a UCITS scheme) in
a European Economic Area (EEA) country, and the scheme is expected to remain authorised as a UCITS while it is in the temporary marketing permissions regime. This information was
approved by Vontobel Asset Management SA, London Branch, which has its registered office at Third Floor, 22 Sackville Street, London W1S 3DN and is authorized by the Commission
de Surveillance du Secteur Financier (CSSF) and subject to limited regulation by the Financial Conduct Authority (FCA). Details about the extent of regulation by the FCA are available
from Vontobel Asset Management SA, London Branch, on request. The KIID can be obtained in English from Vontobel Asset Management SA, London Branch, Third Floor, 22 Sackville
Street, London W1S 3DN or downloaded from our website vontobel.com/am. This document is not the result of a financial analysis and therefore the “Directives on the Independence of
Financial Research” of the Swiss Bankers Association are not applicable. Vontobel Asset Management AG, its affiliates and/or its board of directors, executive management and employees
may have or have had interests or positions in, or traded or acted as market maker in relevant securities. Furthermore, such entities or persons may have executed transactions for clients
in these instruments or may provide or have provided corporate finance or other services to relevant companies. Although Vontobel Asset Management AG (“Vontobel”) believes that the
information provided in this document is based on reliable sources, it cannot assume responsibility for the quality, correctness, timeliness or completeness of the information contained
in this document. Except as permitted under applicable copyright laws, none of this information may be reproduced, adapted, uploaded to a third party, linked to, framed, performed in
public, distributed or transmitted in any form by any process without the specific written consent of Vontobel. To the maximum extent permitted by law, Vontobel will not be liable in any
way for any loss or damage suffered by you through use or access to this information, or Vontobel’s failure to provide this information. Our liability for negligence, breach of contract or
contravention of any law as a result of our failure to provide this information or any part of it, or for any problems with this information, which cannot be lawfully excluded, is limited, at our
option and to the maximum extent permitted by law, to resupplying this information or any part of it to you, or to paying for the resupply of this information or any part of it to you. Neither
this document nor any copy of it may be distributed in any jurisdiction where its distribution may be restricted by law. Persons who receive this document should make themselves aware
of and adhere to any such restrictions. In particular, this document must not be distributed or handed over to US persons and must not be distributed in the USA.

