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Market Commentary

Despite escalating global tensions, markets generally performed well during 
February, although the ‘risk-off’ tone increased towards month-end, which 
reversed a degree of asset performance. European equities responded 
particularly well to both the German election results and the prospect of 
higher defence spending.

Central banks continued to diverge on policy as the growth and inflation story 
in the US supressed the need for rate cuts by the Federal Reserve (Fed). In 
Europe and the UK, base rates fell by 25 basis points (bps), which was in line 
with expectations.

• 	�Summary: February was a strong month for both asset-backed security
(ABS) and collateralised loan obligation (CLO) markets, with €17.6bn of
ABS and €11.0bn of CLOs issued in Europe. Secondary market activity
dropped following a busy January, but remained 20% higher than usual
volumes. ABS bid-wanted-in-competition volumes amounted to €1.5bn of 
CLOs and €443m of ABS. Higher beta bonds outperformed, particularly
in ABS, where supply was limited outside of senior tranches. During the
month, mezzanine ABS bonds rallied by 10-25 bps, in terms of spreads,
and there was a higher degree of bilateral activity. In the CLO market, a
large share of activity was driven by rotations into primary AAAs, selling
shorter and callable paper well inside of spreads of 100bps.

•	 �ABS: During February, ABS markets saw €17.6bn of supply across sectors. 
The residential mortgage-backed security (RMBS) sector was the most
active, particularly in the UK, where five issuers came to the market. 
Mezzanine tranches continued to be well supported by investors, with
final coverage about five times across transaction and BBB levels printing 
at 1.70-1.95% over SONIA. There was a larger range (close to 20bps) in
AAA bonds, with West-One printing at a spread of 0.72% over SONIA, and 
together at a spread of 0.93%, which was appropriate given the different 
collateral pools. It is worth noting that in the context of these prints, the
portfolio managers (PMs) view UK prime transactions as cheap on an
historical basis, with as little as 0.2% basis to UK non-conforming paper.
Outside of UK RMBS, there were two commercial mortgage-backed
security transactions, from Sequoia Logistics and Blackstone, backed by
pan-European logistics. In tandem with the prints from the RMBS market, 
the PMs saw the mezzanine curve compress in both transactions, with
BBB levels tightening by 0.4% from initial talk. Coverage was reflective of 
this, ending at 3-5 times and highlighting support for the sector.

•	� CLOs: CLO markets burst into life during February as issuers took
advantage of liability spreads, with €11.0bn of new issuance, including
€2.8bn of resets from Europe. The same was seen in the US, with $54bn of 
CLO issuance, including $21bn of refinancing. Spreads initially continued 
the tightening bias set in January, with AAAs getting to a spread of 116bps 
and high-quality BBs range-bound at spreads of 450-500bps, supported
by international demand. As the pipeline built in Europe, there was a hint 
of ‘indigestion’, which caused a degree of softness in spreads, particularly in 

high-yield tranches, which will likely persist in March. The pick-up in CLO 
refinancings against new issuance has also intensified. It is notable that 
there has been more price tiering in refinancings of older deals, some of 
which have seen good equity injection or cleansing of the collateral pools. 
European loan markets continued to observe elevated repricing through 
February, increasing the rally in CLO equity, with the European leveraged 
loan index ending the month 0.2 points higher.

Portfolio Commentary

•	�� February was an active month for the Fund, as the portfolio management 
team invested in both primary and secondary markets. In the CLO market, 
the focus was on rotation. As demand for shorter, higher beta CLOs has
significantly improved, with most bonds trading close to par, the PMs 
improved the quality in the portfolio and sold various BB and B rated CLOs 
from underperforming managers. They used the proceeds to invest in
primary B CLOs at spreads of 8-9% over Euribor. 

•	�� Outside of CLOs, the team continued to add mezzanine UK RMBS, with
BB RMBS at spreads of 3.8% over SONIA. Supported by tight AAA spreads 
and relatively stable loan margins, the PMs have taken note of increasing 
value in junior RMBS and CLO equity. The Fund’s gearing remained low
at -0.5% during the month. Its positioning remains relatively liquid and
flexible because of ongoing geopolitical risk. 

Market Outlook and Strategy 

•   The strength of the European securitised market continued during 
February, supported by strong flows and attractive yields against 
alternative asset classes. While the PMs have seen an escalation in 
geopolitical risk and trade tensions in recent weeks, there has been little 
impact on securitised spreads, as the demand technical, especially in ABS 
markets, has seemed to be very persistent.

• The PMs expect supply from the European ABS market to intensify, but 
this is likely to be matched by positive flows from international accounts, 
driving momentum in spreads. While consumers continue to display 
resilience and collateral performance is strong, inflationary sentiment 
from the UK Budget and proposed policy of the US administration of 
Donald Trump will likely point to more stringent conditions for consumers. 
Thus, the PMs continue to prefer established lenders with a strong track 
record. 

•  The performance of European securitised products is well anchored in 
carry from here, and with the likelihood that rates will remain elevated for 
longer, we expect income to remain the driver of performance. The PMs 
retain flexible positioning and favour liquidity, as they do not think that tail 
risk from various geopolitical events and tariffs are priced in by all markets.

Discrete Performance YTD 2024 2023 2022 2021 2020 2019 2018 2017 2016 2015

NAV per share inc. dividends 2.42% 16.92% 20.40% -8.84% 7.85% 5.97% 5.04% 2.39% 13.51% 4.28% -0.12%

Annualised

Cumulative Performance 1m 3m 6m 1y 3y 5y 10y Since Inception*

NAV per share inc. dividends 1.11% 3.42% 6.85% 15.17% 9.71% 8.28% 6.57% 8.07%

Past performance is not a reliable indicator of future performance. The performance figures shown are in GBP on a mid-to-mid basis inclusive of net reinvested income and net of all fund expenses. 
Performance data does not take into account any commissions and costs charged when shares of the fund are issued and redeemed. The value of an investment and the income from it can fall as well as rise 
as a result of market and currency fluctuations and you may not get back the amount originally invested.  *Inception date: 06/03/2013.



THIS COMMENTARY IS FOR FINANCIAL ADVISERS AND INSTITUTIONAL/PROFESSIONAL INVESTORS ONLY. NO OTHER PERSONS SHOULD RELY ON THE INFORMATION 
CONTAINED WITHIN THIS DOCUMENT. No recommendations to buy or sell investments are implied. In making any investment in TwentyFour Income Fund, investors should rely solely on 
the Prospectus and the Key Information Document (KID) and not the summary set out in this document. 

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, e.g. 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. The Fund is not managed in reference to any benchmark index.

For definitions of the investment terminology used within this document please see glossary at: https://twentyfouram.com/glossary. 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. Neither the fund nor TwentyFour Asset Management LLP 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. As investors may 
have different views regarding what constitutes sustainable investing or a sustainable investment, the funds may invest in issuers that do not reflect the beliefs and values of any specific investor. 
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. Calls may be recorded for training and monitoring purposes. Copyright TwentyFour Asset Management LLP, 2025 (all rights reserved).

Further information on fund charges, costs and other important information pertaining to the fund can be found in English and free of charge on the fund pages of our website and/or 

in the Prospectus and the Key Information Document (KID) which are available at  www.twentyfouram.com/view/GG00B90J5Z95/twentyfour-income-fund

•	 ���Limited participation in the potential of single securities
•	 Investments in foreign currencies are subject to currency fluctuations
•	� Success of single security analysis and active management cannot be 

guaranteed
•	 It cannot be guaranteed that the investor will recover the capital invested
•	� The structure of ABS/MBS and the pools backing them might not be 

transparent which exposes the fund to additional credit and prepayment risks 
(extension or contraction risks) depending on which tranche of ABS/MBS is 
purchased by the Fund

•	� The Fund has the ability to use derivatives, including but not limited to FX 
forwards, for hedging and EPM purposes only. This may magnify gains or 
losses

•	� Typically, sub-investment grade securities will have a higher risk of default, and 
are generally considered to be more illiquid than investment grade securities

•	� The Fund’s investments may be subject to sustainability risks. The 
sustainability risks that the fund may be subject to are likely to have an 
immaterial impact on the value of the Fund’s investments in the medium to 
long term due to the mitigating nature of the Fund’s ESG approach

•	� The Fund’s performance may be positively or negatively affected by its 
sustainability strategy

•	� The ability to meet social or environmental objectives might be affected by 
incomplete or inaccurate data from third-party providers

•	� Information on how environmental and social objectives are achieved and 
how sustainability risks are managed in this fund may be obtained from 
twentyfouram.com/responsible-investment
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