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+0.57%
Carmignac Sécurité’s
performance in the third
quarter of 2023 for the A
EUR Share class.

+0.56%
Reference indicator’s
performance in the third
quarter of 2023 for ICE BofA
ML 1-3 years Euro All
Government Index (EUR).

1%
Of its Morningstar category
over 1 year Morningstar
category: EUR Diversified
Bond – Short Term.

Carmignac Sécurité gained +0.57% in the third quarter of 2023, compared with a performance of +0.56% in its reference
indicator1.

THE BOND MARKETS TODAY
European bond yields across all maturities – from 1-day to 30-year – rose again in the third quarter, with the notable exception
of the 2-year German yield. The yield curve flattened in the segment between the overnight rate and the 2-year rate and
steepened considerably for longer maturities. So far, economic output has withstood the sharp climb in interest rates. This
resilience clearly doesn’t mean the economy has become immune to higher borrowing costs, although it is true that several
indicators are less worrying today than a year ago:


• Energy and especially gas prices are much lower than in 2022, and reserves appear to be high enough to make it through the
coming winter;

• Food prices are no longer a concern; 


• The kinks are gradually being worked out of supply chains;


• As a result, disinflation appears to be well under way – proof that the monetary-policy tightening is working. 


This suggests that, following the ECB’s two rate hikes in Q3, the short-dated segment of the yield curve should now level off.





But there’s still a way to go before inflation falls to central banks’ target of 2%. And the robust pace of GDP growth isn’t helping.
For one thing, the job market is still running hot – not just in the US but, perhaps more surprisingly, also in Europe. And for
another, households are still sitting on a large cushion of excess savings, which is fuelling demand for both goods and services.
More problematically, the long-awaited slowdown in inflation is starting to boost households’ real incomes, supporting GDP
growth in the process. The rate cuts that would justify a highly inverted yield curve have therefore become less certain and less
urgent, and the elevated level of long-term yields reflects the fact that central banks will likely keep their policy rates “high for
longer” (as opposed to the “higher for longer” mantra heard in previous quarters). Looking at the German yield curve, the rate
on 10-year paper rose 44 bp in Q3 while that on 2-year paper was flat. 



Other segments of the fixed-income market were weighed down in the third quarter not so much by recessionary fears, but
rather by the central-bank rate hikes (and thus the resilient economic growth). The higher rates pushed up credit spreads on
non-core sovereign bonds in particular. The spreads on Italian over German yields have been widening since mid-August –
partly because they’re coming off a particularly narrow base, but also due to communication missteps by the Italian government
(such as with the windfall tax on banks), Italy’s lofty fiscal deficit, and the broad-based climb in interest rates. This is despite the
fact that Italian savers generally treasure their government bonds – the BTP Valore issue in June raised over €18 billion among
retail investors. The spread on Italian 10-year bonds ended the quarter at nearly 200 bp.



In corporate credit, the typical “summer carry trade” was a no-show this year. The spread on high-yield bonds hovered between
387 bp and 443 bp in Q3 and closed at around 427 bp (as measured by the iTraxx Crossover index).

PERFORMANCE
Our return in the third quarter was driven mainly by our carry strategies, coupled with an average yield-to-maturity of over 5% –
the highest it’s been since the sovereign debt crisis. Carry strategies should remain our primary performance driver in the
coming months. That said, our portfolio was impacted by the September rise in long-term yields and, to a lesser extent, by the
widening of spreads on Italian sovereign bonds.

POSITIONING
Our modified duration was largely flat in Q3, staying in a range of 3.0–3.2. But the components of this duration changed
substantially.


• Once investors had fully priced in a 4% terminal rate, we concentrated our portfolio on <5-year maturities, mostly in the 0
to 3.5-year segment. We either sold or hedged our long-term holdings and replaced them with short-dated paper.

• In a more marginal move, we shifted some assets out of German Bunds and into non-core sovereigns, as the latter seem
well-protected in the short-dated segment considering the current level of yields and spreads.

• Our corporate credit book, which accounts for around one-third of our interest-rate exposure, was mostly unchanged in the
quarter and is still focused primarily on short-term debt. Financials, the energy sector, and CLOs remain our three strongest
convictions in this market segment. 

• We increased our allocation to money-market instruments to nearly 25% of our portfolio. They offer the low volatility and
attractive absolute interest rates that are a key feature of Carmignac Sécurité. 


We believe that carry strategies will remain our primary performance driver in the coming months and that the central-bank
tightening has peaked, meaning we shouldn’t be impacted by additional rate hikes (like we were in the previous 18 months).
Our yield-to-maturity at end-September was 5.4%, and our portfolio had an A– average rating.

Source: Carmignac, 30/09/2023. Performance of the AW EUR acc share class ISIN code: FR0010149120.


1Reference indicator: ICE BofA ML 1-3 ans All Euro Government Index. Past performance is not necessarily indicative of future
performance. The return may increase or decrease as a result of currency fluctuations. Performances are net of fees (excluding
possible entrance fees charged by the distributor).



Marketing communication. Please refer to the KID/KIID, prospectus of the fund before making any final investment decisions. This document is intended
for professional clients.

This material may not be reproduced, in whole or in part, without prior authorisation from the Management Company. This material does not constitute a
subscription offer, nor does it constitute investment advice. This material is not intended to provide, and should not be relied on for, accounting, legal or tax advice.
This material has been provided to you for informational purposes only and may not be relied upon by you in evaluating the merits of investing in any securities or
interests referred to herein or for any other purposes. The information contained in this material may be partial information and may be modified without prior
notice. They are expressed as of the date of writing and are derived from proprietary and non-proprietary sources deemed by Carmignac to be reliable, are not
necessarily all-inclusive and are not guaranteed as to accuracy. As such, no warranty of accuracy or reliability is given and no responsibility arising in any other way
for errors and omissions (including responsibility to any person by reason of negligence) is accepted by Carmignac, its officers, employees or agents.

Past performance is not necessarily indicative of future performance. Performances are net of fees (excluding possible entrance fees charged by the distributor). The
return may increase or decrease as a result of currency fluctuations, for the shares which are not currency-hedged.

Reference to certain securities and financial instruments is for illustrative purposes to highlight stocks that are or have been included in the portfolios of funds in the
Carmignac range. This is not intended to promote direct investment in those instruments, nor does it constitute investment advice. The Management Company is
not subject to prohibition on trading in these instruments prior to issuing any communication. The portfolios of Carmignac funds may change without previous
notice. The reference to a ranking or prize, is no guarantee of the future results of the UCIS or the manager.

Morningstar Rating™ : © Morningstar, Inc. All Rights Reserved. The information contained herein: is proprietary to Morningstar and/or its content providers; may not
be copied or distributed; and is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or
losses arising from any use of this information.

Access to the Funds may be subject to restrictions regarding certain persons or countries. This material is not directed to any person in any jurisdiction where (by
reason of that person’s nationality, residence or otherwise) the material or availability of this material is prohibited. Persons in respect of whom such prohibitions
apply must not access this material. Taxation depends on the situation of the individual. The Funds are not registered for retail distribution in Asia, in Japan, in North
America, nor are they registered in South America. Carmignac Funds are registered in Singapore as restricted foreign scheme (for professional clients only). The
Funds have not been registered under the US Securities Act of 1933. The Funds may not be offered or sold, directly or indirectly, for the benefit or on behalf of a
«U.S. person», according to the definition of the US Regulation S and FATCA.
The risks, fees and ongoing charges are described in the KID (Key Information Document). The KID must be made available to the subscriber prior to subscription.
The subscriber must read the KID. Investors may lose some or all their capital, as the capital in the funds are not guaranteed. The Funds present a risk of loss of
capital. 

The Funds’ prospectus, KIDs, NAVs and annual reports are available at www.carmignac.com, or upon request to the Management Carmignac Portfolio refers to the
sub-funds of Carmignac Portfolio SICAV, an investment company under Luxembourg law, conforming to the UCITS Directive. The French investment funds (fonds
communs de placement or FCP) are common funds in contractual form conforming to the UCITS or AIFM Directive under French law.
• In France, Luxembourg, Sweden: The risks, fees and ongoing charges are described in the KID (Key Information Document). The KID must be made available to

the subscriber prior to subscription. The subscriber must read the KID. Investors may lose some or all their capital, as the capital in the funds are not guaranteed.
The Funds present a risk of loss of capital.  The Funds’ prospectus, KIDs, NAV and annual reports are available at www.carmignac.com, or upon request to the
Management.

• In the United Kingdom: the Funds’ respective prospectuses, KIIDs and annual reports are available at www.carmignac.co.uk, or upon request to the Management
Company, or for the French Funds, at the offices of the Facilities Agent at BNP PARIBAS SECURITIES SERVICES, operating through its branch in London: 55 Moorgate,
London EC2R. This document was prepared by Carmignac Gestion, Carmignac Gestion Luxembourg or Carmignac UK Ltd. FP Carmignac ICVC (the “Company”) is an
Investment Company with variable capital incorporated in England and Wales under registered number 839620 and is authorised by the FCA with effect from 4 April
2019 and launched on 15 May 2019. FundRock Partners Limited is the Authorised Corporate Director (the “ACD”) of the Company and is authorised and regulated by
the FCA. Registered Office: Hamilton Centre, Rodney Way, Chelmsford, Essex, CM1 3BY, UK; Registered in England and Wales with number 4162989. Carmignac
Gestion Luxembourg SA has been appointed as the Investment Manager and distributor in respect of the Company. Carmignac UK Ltd (Registered in England and
Wales with number 14162894) has been appointed as a sub-Investment Manager of the Company and is authorised and regulated by the Financial Conduct
Authority with FRN:984288. 

• In Switzerland: the prospectus, KIDs and annual report are available at www.carmignac.ch, or through our representative in Switzerland, CACEIS (Switzerland), S.A.,
Route de Signy 35, CH-1260 Nyon. The paying agent is CACEIS Bank, Montrouge, Nyon Branch / Switzerland, Route de Signy 35, 1260 Nyon.

The Management Company can cease promotion in your country anytime.
Investors have access to a summary of their rights in English on the following links: UK ; Switzerland ; France ; Luxembourg ; Sweden.

https://www.carmignac.co.uk/en_GB/article-page/regulatory-information-1788
https://www.carmignac.ch/en_GB/article-page/regulatory-information-1788
https://www.carmignac.fr/en_GB/article-page/regulatory-information-3863
https://www.carmignac.lu/en_GB/article-page/regulatory-information-1385
https://www.carmignac.se/en_GB/article-page/regulatory-information-1788

