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Markets and Performance

• Modest total return and relative return for the quarter in 

US$:

– Fund: 1.00%, Bloomberg Global Agg (US$ hedged): 

0.78%

• Total return was driven by income

• Bond yields and prices were, in aggregate little changed 

over the quarter

• Much of that was from “carry” – our structural overweight in 

high-quality credit

• The residual was from tactical credit and rates opportunities

A core fund behaving like bonds

Data as at 31 December 2025. Fund returns are in US$ based on Class D Accumulation. Bloomberg Global 

Aggregate Total Return Index (hedged to US$) and Bloomberg Global Aggregate ex China Total Return Index 

(hedged to US$). Source: Morningstar, Bloomberg. The share classes being offered in Germany are newly 

launched and do not have their own historical performance data. The performance information presented in this 

marketing material relates to the nearest comparable share class and is provided solely for indicative purposes. 

Differences in fees, and other factors may affect future performance. Investors should not rely solely on this 

information when making investment decisions.

Past performance is not indicative of future performance and does not predict future return.
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Volatility on the wane?

Data from 31 Dec 2024 to 31 Dec 2025. Source: Bloomberg

10-year US Treasury yield quarterly ranges over 2025 10-year US Treasury yields over 2025

Period over 2025 10-year US 

Treasury yield 

range (%)

Difference (bps)

Q1 4.15 – 4.80 65

Q2 4.60 – 4.00 60

Q3 4.50 – 4.00 50

Q4 4.20 – 4.00 20

US Treasury volatility at multi-year lows
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The devil and opportunity are often in the detail

• We believed US short bonds would perform 

well.

• And thought the same of long German ones.

• We constructed a trade  (“box trade”) to 

target that 

• Without adding interest rate or geographic 

risk.

German government yield curve 

(30-year minus 5-year, bps)
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Oracle long-dated bonds: Losses of 12% in Q4 2025

AI brings danger to passive investors

• We expect a surge in AI finance in 2026

• Most AI funding has been done in private markets or via 

equity

• There have been data centre asset backed deals

• We did not participate.

• Oracle is a rare issuer. So far

– They destroyed their balance sheet to chase the AI 

dream

– Holders long dated bonds lost 12% in Q4 alone

– At a time when bond prices generally rose

• More of this is coming; The dangers of passive index 

investment are clear.

Oracle long-dated bonds: Spreads have widened
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Summary and Outlook

• The collapse in US bond volatility may change when 

Trump announces a new Fed Chair.

• Meanwhile, volatility continues to rise elsewhere.

– Australia shifts from rate cuts to hikes.

– The Bank of Japan remains politicised.

• Modest growth should support corporate debt.

• Despite AI risks, we expect more of the same in 

2026:

– “old normal”, income- and alpha-driven returns

Q4 Summary

• Not all plane sailing.

• While US bond volatility declined, other markets 

saw an increase.

• We moved from short to long Australia.

Q1 2026 Outlook

Long Australian Bond Futures

Data from 30 Jun 2024 to 31 Dec 2025. Source: Bloomberg
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Positioning
Positioning and perspectives

Total portfolio: Yield = 4.5% (% exc. futures), Duration = 6.0 years, ESG rating: A

Rates (yield = 3.8%, duration = 4.6 years)) Credit (IG: yield= 4.8%, duration = 5.1 years), (HY: yield= 5.8%, duration = 3.7 years) 

Positioning in 

sovereign bonds

Fund
Expected fund 

range
Index

32% (48% inc. 

futures)
30% - 40% 53%

Investment 

perspectives
Valuation

Slightly cheap relative to 

CPI expectation and 

should continue to offer 

nice total returns in 2026.

Fundamentals

Mixed – Q3 numbers 

were skewed by tariff 

policies (US GDP a 

prime example), but CPI 

needs to fall, otherwise 

markets will be 

disappointed.

Technicals

Lots of supply due and 

markets may make a 

short-term concession. 

Long dates look unloved, 

but skewed positioning 

could see a bounce.

Positioning in 

corporate bonds

Fund Expected fund range Index

Investment grade: 46% 20% - 60% 19%*

High yield: 19% 20% - 30% 0%

Investment 

perspectives
Valuations

Credit remains expensive 

with spreads trading 

close to historic tights. 

Very little upside 

potential and expect 

more attractive entry 

points. 

Fundamentals

Decent fundamentals 

remain with strong margins 

but increasing M&A places 

increased value on effective 

stock selection.

Technicals

Technicals remain 

decent  due to 

positioning but 

there were some 

weeks of outflows 

in both IG and HY 

during December.
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This is a marketing communication. Please refer to the prospectus, the key investor information documents (the KIIDs/PRIIPS KIDs) and the financial statements of Nedgroup Investments Funds plc (the Fund) before making any final investment 

decisions.

These documents are available from Nedgroup Investments (IOM) Ltd (the Investment Manager) or via the website: www.nedgroupinvestments.com, where the prospectus is available in English and the KIIDs/KIDs in English and the official 

languages of each country of registration.

This document is of a general nature and for information purposes only, it is not intended for distribution to any person or entity who is a citizen or resident of any country or other jurisdiction where such distribution, publication or use would be 

contrary to law or regulation. Whilst the Investment Manager has taken all reasonable steps to ensure that this document is accurate and current at the time of publication, we shall accept no responsibility or liability for any inaccuracies, errors or 

omissions relating to the information and topics covered in this document. 

The Fund is authorised and regulated in Ireland by the Central Bank of Ireland. The Fund is authorised as a UCITS pursuant to the European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations 2011 as 

amended and as may be amended, supplemented, or consolidated from time -to-time and any rules, guidance or notices made by the Central Bank which are applicable to the Fund.  The Fund is domiciled in Ireland. Nedgroup Investment (IOM) 

Limited (reg no 57917C), the Investment Manager and Distributor of the Fund, is licensed by the Isle of Man Financial Services Authority. The Depositary of the Fund is Citi Depositary Services Ireland DAC, 1 North Wall Quay, Dublin 1, Ireland. The 

Administrator of the Fund is Citibank Europe plc, 1 North Wall Quay, Dublin 1, Ireland.

The sub-funds of the Fund (the Sub-Funds) are generally medium to long-term investments and the Investment Manager does not guarantee the performance of an investor's investment and even if forecasts about the expected future performance 

are included the investor will carry the investment and market risk, which includes the possibility of losing capital. 

The price of shares may go down or up depending on fluctuations in financial markets outside of the control of the Investment Manager meaning an investor may not get back the amount invested. 

Past performance is not indicative of future performance and does not predict future returns. 

Risks and fees are outlined in the relevant Sub-Fund supplement.

Prices are published on the Investment Manager’s website. 

Distribution: The prospectus, the supplements, the KIIDS/PRIIPS KIDS, constitution, country specific appendix as well as the annual and semi-annual reports may be obtained free of charge in English for the prospectus and in English together with 

the relevant local languages for the KIIDs/KIDs  from the country representative, the Investment Manager, or at www.nedgroupinvestments.com. The Investment Manager may decide to terminate the arrangements made for the marketing of its 

collective investment undertakings in accordance with Art 93a of Directive 2009/65/EC and Art 32a of Directive 2011/61/EU.

Switzerland: The Representative is Acolin Fund Services AG, Maintower, Thurgauerstrasse 36/38, 8050 Zurich, Switzerland, whilst the Paying agent is Banque Heritage SA, Route de Chêne 61, CH-1211 Geneva 6. Nedgroup Investments (IOM) 

Limited is affiliated to the Swiss ombudsman: Verein Ombudsstelle Finanzdienstleister (OFD), Bleicherweg 10, CH-8002 Zurich. 

Germany: The Fund’s Facilities agent in Germany is Acolin Europe AG, with the registered office at Line-Eid-Strasse 6, 78467 Konstanz. The Prospectus (in English) and the PRIIPS KID (in German), may be obtained free of charge at the registered 

office of the Facilities agent, or electronically by Email via facilityagent@acolin.com, or by using the contact form at https://acolin.com/services/facilities-agency-services.

U.K: Nedgroup Investments (UK) Limited (reg no 2627187), authorised and regulated by the Financial Conduct Authority, is the facilities agent. The Fund and certain of its sub-funds are recognised in accordance with Section 264 of the Financial 

Services and Markets Act 2000.

Isle of Man: The Fund has been recognised under para 1 sch 4 of the Collective Investments Schemes Act 2008 of the Isle of Man. Isle of Man investors are not protected by statutory compensation arrangements in respect of the Fund.
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