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Market Overview 

 
Rates rallied across both sides of the Atlantic on a string of US economic data that provided reassurance of the gradual 
cooling in inflation prints and slowing of the labour market. 
 
The ECB did not change its policy at the July meeting, as was widely expected, given that policymakers remain concerned 
about the elevated services inflation and wage pressures. The FED kept rates unchanged, but sent a strong dovish signal by 
recognizing that the recent string of data brought the FOMC closer to cutting rates in September.  
 
In terms of fundamentals, the messaging from the corporate sector on the health of the consumer is also turning weaker, with 
some significant misses or guidance downgrades in airlines, autos and retail. While earnings season as a whole has been 
fairly average, almost all of the beats have come from defensive sectors such as telecommunications, healthcare and utilities.  
Technicals remain strong overall. The primary picked up in Europe but the net supply remains limited with mostly refinancing 
activities. On the positive side, flows continued to be positive into High Yield funds.  

 
 
Portfolio Highlights & strategy Review 

 
In July, the strategy underperformed slightly the benchmark due to our overall defensive stance on US HY with spreads at 
multi years tights across BBs and Bs. We continue to focus on short duration bonds that exhibit attractive carry and focus on 
“High Quality” issuers.  
In terms of sector allocation, we maintain our underweight exposure to more cyclicals sectors (Retail, Automotive) where 
valuations are unattractive. We continue to favor more “defensive” sectors (Telecommunications, Healthcare, Packaging). 
We reduced further our OW to Euro Corporate hybrids (Utilities, Energy) and focus on shorter calls as attractive carry trades 
on robust IG credits. We continue to opportunistically use the IG market to add some duration to our fund. We continue to 
favor Euro HY with better valuations.  
 
 

Fund Outlook 
 
High Yield markets offer attractive yields but spreads remain unattractive in some area and we believe it is key in this 
environment to increase selectivity and focus on alpha opportunities. We continue to find High Yield spread in Europe 
attractive relative to the US, with Fundamentals and Technicals well oriented. 
 
In the coming quarters, our strategy that relies on both high conviction and very active management should benefit from 
higher dispersion to generate outperformance versus the market. 
 
Our fund exhibits several bias due to its ESG approach: a more defensive positioning compared to our benchmark, no 
exposure to Energy/commodities and a structural overweight to Euro HY vs US HY.  
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This marketing communication is provided for information purposes only, it does not constitute an offer to buy or sell financial instruments, nor does it represent an investment recommendation or confirm any 
kind of transaction, except where expressly agreed. Although Candriam selects carefully the data and sources within this document, errors or omissions cannot be excluded a priori. Candriam cannot be held 
liable for any direct or indirect losses as a result of the use of this document. The intellectual property rights of Candriam must be respected at all times, contents of this document may not be reproduced 
without prior written approval. 
Warning: Past performance of a given financial instrument or index or an investment service or strategy, or simulations of past performance, or forecasts of future performance does not predict future returns. 
Gross performances may be impacted by commissions, fees and other expenses. Performances expressed in a currency other than that of the investor's country of residence are subject to exchange rate 
fluctuations, with a negative or positive impact on gains. If the present document refers to a specific tax treatment, such information depends on the individual situation of each investor and may change. 
In respect to money market funds, please be aware that an investment in a fund is different from an investment in deposits and that the investment’s principal is capable of fluctuation. The fund does not rely 
on external support for guaranteeing its liquidity or stabilizing its NAV per unit or share. The risk of loss of the principal is borne by the investor.  
Candriam consistently recommends investors to consult via our website www.candriam.com the key information document, prospectus, and all other relevant information prior to investing in one of our funds, 
including the net asset value (“NAV") of the funds. Investor rights and complaints procedure, are accessible on Candriam’s dedicated regulatory webpages https://www.candriam.com/en/professional/legal-
and-disclaimer-candriam/regulatory-information/. This information is available either in English or in local languages for each country where the fund’s marketing is approved. According to the applicable laws 
and regulations, Candriam may decide to terminate the arrangements made for the marketing of a relevant fund at any time. 
Information on sustainability-related aspects:  the information on sustainability-related aspects contained in this communication are available on Candriam webpage 
https://www.candriam.com/en/professional/market-insights/sfdr/.  The decision to invest in the promoted product should take into account all the characteristics or objectives of the promoted product as 
described in its prospectus, or in the information documents which are to be disclosed to investors in accordance with the applicable law. 
Notice to investors in Switzerland: The information provided herein does not constitute an offer of financial instruments in Switzerland pursuant to the Swiss Financial Services Act ("FinSA") and its implementing 
ordinance. This is solely an advertisement pursuant to FinSA and its implementing ordinance for financial instruments. 
Swiss representative: CACEIS (Switzerland) SA, Route de Signy 35, CH-1260 Nyon. The legal documents as well as the latest annual and semi-annual financial reports, if any, of the investment funds may 
be obtained free of charge from the Swiss representative. 
Swiss paying agent: CACEIS Bank, Paris, succursale de Nyon/Suisse, Route de Signy, 35, CH-1260 Nyon. Place of performance: Route de Signy 35, CH-1260 Nyon. Place of jurisdiction: Route de Signy 35, 
CH-1260 Nyon. 
Specific information for investors in France: the appointed representative and paying agent in France is CACEIS Bank, Luxembourg Branch, sis 1-3, place Valhubert, 75013 Paris, France. The prospectus, the 
key investor information, the articles of association or as applicable the management rules as well as the annual and semi-annual reports, each in paper form, are made available free of charge at the 
representative and paying agent in France. 
Specific information for investors in Spain: Candriam Sucursal en España has its registered office at C/ Pedro Teixeira, 8, Edif. Iberia Mart I, planta 4, 28020 Madrid and is registered with the Comisión Nacional 
del Mercado de Valores (CNMV) as an European Economic Area management company with a branch. CNMV: 1493 


