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1 Selectivity matters as green markets mature – Q4 2025 

GLOBAL GREEN BONDS 

Green markets mature 

 

 Green bond issuance strengthened, led by euro-denominated markets 

 Rate cuts supported risk assets, keeping credit markets stable 

 Supply was absorbed across GSS markets supporting valuations 

 

Global issuance of ESG‑labelled bonds reached USD 251 bn in the fourth quarter of 2025, marking a modest 1% 

increase compared with the same period last year. Green bond issuance inched higher to USD 160 bln, the 

strongest fourth quarter since the market’s 2021 peak.  

 

Sustainability bonds, the second‑largest segment of the labelled bond space, recorded a slight year‑on‑year 

decline, though they still account for roughly 17% of the market. Quarterly results for social and 

sustainability‑linked bonds showed continued declines, with sales down 16% and 20%, respectively. The transition 

bond market remains a niche segment, with issuance coming primarily from the Japanese government. 

Euro‑denominated issuance continues to dominate the market with a 33% share, while US dollar issuance faces 

ongoing downward pressure (28%), though supranationals and EM issuers provided some support. As in last 

quarter, global issuance from financial institutions in the fourth quarter increased by 18% year‑on‑year, fuelled by 

issuance from Chinese banks in the domestic market. In contrast, corporate issuers maintained broadly similar 

levels of ESG bond sales year‑on‑year. 

Market developments  

The fourth quarter opened on solid footing, supported by resilient global data and strong earnings. A brief risk‑off 

move followed US tariff threats, but talks with China calmed markets. Despite the prolonged US government 

shutdown, equities and rates rallied as the Fed cut rates by 25 bps while signalling limited further easing. Credit 

markets stayed stable: pressure in private credit and regional banks was offset by solid demand, and heavy 

hyperscaler issuance was absorbed. Volatility rose in November as markets initially priced out a December Fed 

cut, then reversed after softer labour data and dovish messaging. Sentiment improved after the US shutdown 

ended. The UK budget supported gilts, while France faced fiscal uncertainty. The ECB said rates were “in a good 

place.” November saw one of the year’s heaviest supply months, led by large Alphabet and Amazon deals. 

 

Markets stabilised in December as spreads held steady and issuance slowed. US data picked up as 

backlog‑delayed releases highlighted labour softness. The Fed cut rates again to 3.75%, while the ECB stayed on 

hold. Global yields rose, especially in Japan as the BoJ continued hiking. Corporate activity was busy, including a 

major takeover battle for Warner Media and scrutiny of AI‑related capex. 
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Credit ended the quarter near cycle tights. For Green, Social and Sustainability (GSS) credit, spreads across 

currencies were mixed; Euro GSS corporate credit narrowed from 83 bps at the start of the quarter to 82 bps at the 

close. USD GSS corporate credit moved from 79 bps to 83 bps over the same period. 

 

Figure  1 – Monthly green bond issuance (USD billion) 

 
Source: BNEF, Robeco 

Duration and yield-curve positioning 

For rates, we continue to prefer curve positions over outright duration. We expect net duration supply to be a main 

driver of yields. Throughout the year and also in the fourth quarter, the fund was positioned for a steeper euro yield 

curve. Curve‑steepening positions were attractive as the ECB cut rates, Dutch pension demand declined, and the 

ECB continued its balance‑sheet runoff. Heavy issuance from France and Germany added upward pressure on 

long‑end yields. Germany loosened its debt brake, paving the way for massive infrastructure and defence 

spending. In France, a weak fiscal outlook is expected to lead to further supply pressures. The underweight 

duration is therefore especially located at the long end of the curve, where we expect the most impact from these 

developments.  

 

In the US, we prefer steepeners in the 5s10s segment. A more accommodative Fed policy should support front‑end 

US Treasuries. For longer maturities, we remain more cautious. The fiscal and inflationary climate in which we 

foresee these rate cuts taking place remains uncertain. This uncertainty is expected to be expressed in a higher 

term premium, especially for 10‑year US Treasuries. In JGBs, the fund remains underweight as we expect the BoJ 

to continue to hike rates. Notably, the fund added to long‑dated Singaporean green government bonds, closing an 

underweight after yields rose considerably in this market. dynamics. 

 

Rating positioning 

All bonds must first pass our proprietary five‑step eligibility screening process. In this process, we check for 

alignment with the Green Bond Principles and review the use of proceeds in relation to the EU taxonomy on green 

projects and activities. We check for reporting on the allocation of proceeds and environmental impact. In addition, 

we evaluate the issuer’s strategy on sustainability and check for social safeguards and any controversial 

behaviour. 

 

Currently, the fund is slightly overweight in AAA (names like KfW and IBRD) and BB‑rated bonds, and underweight 

in A‑ and BBB‑rated paper. The fund is overweight corporate financial and non‑financial credit risk in DTS terms. At 

the aggregate level, we are underweight A and BBB versus a small overweight in HY (BB‑rated credits) and AAA. 
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We have remained range‑bound in terms of corporate credit risk throughout the quarter and moved up in quality by 

reducing our HY exposure. We focus on companies with either favourable business profiles, strong balance sheets, 

profitable operating environments and healthy cash flows. 

Credit and country positioning 

In terms of credit risk, the fund has a neutral risk position in USD cash bonds and an overweight position in EUR 

cash bonds. We continue to believe the EUR market is more attractive given shorter duration and favourable flow 

The sector allocation is to a large extent driven by bottom‑up issuer selection. We see some defensive value in 

Dutch REITs and technology data‑centre companies. The overweight in consumer cyclicals is largely related to 

Volkswagen hybrids. The underweight positions can be partially attributed to the negative outcomes of our 

five‑step proprietary green bond framework. 

 

Throughout the quarter, the fund had an overweight position in the Netherlands versus an underweight position in 

Germany. Positioning in Italy was more tactical over the quarter as, while fundamental improvements are clearly 

visible and the political landscape is currently stable, this is also reflected in tight valuations; the 10‑year spread 

has tightened to the lowest level since the euro crisis. During the quarter, the underweight in France was kept in 

place. Although France is now trading at a premium, even considering the A+ rating after the downgrade, the fiscal 

picture remains very bleak, and the divided political situation makes it extremely hard to tackle the budget 

problems. 

 

Figure  2 – Duration contribution per asset type  

 

Source: Robeco, end of December 2025. Portfolio: Robeco Global Green Bonds. Benchmark: MSCI Bloomberg Global Green Bond Index. 

Results 

The fund returned +0.55% (hedged in EUR) over the fourth quarter of 2025, compared to +0.29% for the benchmark 

(gross of fees). The fund delivered a positive return for the period and over the year and outperformed its 

benchmark. Year-to-date the fund returned +3.87% (gross of fees) 

 

German 10‑year yields ended the year at 2.86%, which is 0.15% higher than at the start of the quarter. Bond yields 

initially declined in October due to a bout of risk‑off related to US–China trade tensions, but in the latter part of the 

month started rising again due to a hawkish cut by the Fed, a hawkish hold by the ECB and the end of the US 

government shutdown in November, which dragged rates higher globally. After a 30 basis point sell‑off from the 

low point of mid‑October, German 10‑year bond yields stabilised in the first week of December at around 2.85%, 

after which rate volatility decreased again. 
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The curve steepened slightly further over the quarter; the short end of the curve was more or less anchored due to 

the ECB being firmly on hold for now, while the anticipation of additional bond issuance combined with the 

reduction in appetite for ultralong bonds by Dutch pension funds kept putting pressure on the long end of the 

curve. 

Performance  

The portfolio delivered a relative return of +0.26% (hedged in EUR) versus the benchmark over the quarter. Year-to-

date, the portfolio has outperformed by +1.90% gross of fees. 

 

The fund outperformed its index over the quarter (gross of fees), with all three months contributing positively. 

Year‑to‑date performance also remained significantly ahead of the index. Duration contributed modestly overall, 

while the fund’s yield‑curve views were a key driver. The US curve steepener added strongly in November and 

December, although it detracted slightly in October when the curve flattened. We expect long‑end steepening to 

continue in both Europe and the US. In Europe, increased long‑dated selling from Dutch pension funds and reduced 

demand for ultralong issuance should keep steepening pressure elevated, while in the US, further Fed rate cuts are 

likely to steepen the curve. 

 

Country allocation also helped. The underweight in Japanese government bonds added significantly in December 

as JGBs sold off following a BoJ rate hike. 

 

Corporate credit contributed positively throughout the quarter. The fund maintained an above‑risk position while 

index spreads tightened, supporting positive beta performance. Issuer selection was neutral in October and 

November but turned positive in December. Key positive contributors included RWE, Veolia and Slovenské 

Elektrárne, with Triodos adding earlier in the quarter. 

Table  1 – Annualized performance of Green Bonds 

 
The currency in which the past performance is displayed may differ from the currency of your country of residence. Due to exchange rate 

fluctuations the performance shown may increase or decrease if converted into your local currency. The value of your investments may 

fluctuate. Past performance is no guarantee of future results. Performance gross of fees, based on gross asset value. In reality, costs (such as 

management fees and other costs) are charged. These have a negative effect on the returns shown. Periods shorter than one year are not 

annualized. Source: Robeco. Robeco Global Green Bonds. Benchmark: Bloomberg MSCI Global Green Bond Index. 

 

Outlook  

The ECB has likely entered a prolonged pause, while the Fed restarts its easing cycle. Uncertainty remains about 

the extent of Fed cuts, but expectations of further easing and a weaker dollar could enable additional global 

monetary easing. In Europe, high net duration supply—especially from France and Germany—combined with 

reduced Dutch pension demand and ongoing ECB balance‑sheet runoff is expected to keep steepening pressure on 

the long end of the curve. In the US, easier Fed policy should support the front end, while fiscal and inflation 

uncertainty argues for caution in longer maturities, with a higher term premium likely. Southern European bonds 

should continue to outperform on improved fundamentals and rating momentum, while France remains vulnerable 

due to political uncertainty and persistent deficit risks. 

 

Credit enters Q1 with solid macro support but tight valuations. Supply is expected to rise – driven by AI‑related 

capex, utilities, data centres and renewed M&A – challenging already stretched technicals. We favour 

Annualized performance Robeco Global Green Bonds

Dec/25 3-month YTD 1-year 3-year

Robeco Global Green Bonds (DH EUR) -0.34% 0.55% 3.87% 3.87% 4.02%

Benchmark (EUR) -0.46% 0.29% 1.97% 1.97% 3.70%

Relative performance 0.12% 0.26% 1.90% 1.90% 0.32%

31 December 2025
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higher‑quality IG, shorter spread duration and selective HY exposure. European credit and bank capital remain 

constructive areas, while long‑dated USD and tight‑priced US credit warrant caution. Banks remain well supported 

by strong fundamentals; technology stays an underweight due to tight spreads and heavy capex. Chemicals 

remain soft but selectively attractive. Overall, fundamentals help, but tight spreads leave little margin for error. 
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appropriate minor non-monetary benefit under MiFID II, users that provide investment services in the European Union are responsible for complying with applicable 
recordkeeping and disclosure requirements. The content of this document is based upon sources of information believed to be reliable and comes without warranties of 
any kind. Without further explanation this document cannot be considered complete. Any opinions, estimates or forecasts may be changed at any time without prior 
warning. If in doubt, please seek independent advice. This document is intended to provide the professional investor with general information about Robeco’s specific 
capabilities but has not been prepared by Robeco as investment research and does not constitute an investment recommendation or advice to buy, hold or sell certain 
securities or investment products or to adopt any investment strategy or legal, accounting or tax advice. All rights relating to the information in this document are and will 
remain the property of Robeco. This document may not be copied or shared with the public. No part of this document may be reproduced or published in any form or by 
any means without Robeco's prior written permission. Investment involves risks. Before investing, please note the initial capital is not guaranteed. Investors should 
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and any applicable exchange control regulations and taxes in the countries of their respective citizenship, residence or domicile. The Fund information, if any, contained 
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(FMCA). This document is not intended for public distribution in New Zealand. 
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14º, is registered with the Spanish Commercial Registry in Madrid, in volume 19.957, page 190, section 8, sheet M-351927 and with the National Securities Market 
Commission (CNMV) in the Official Register of branches of European investment services companies, under number 24. The investment funds or SICAV mentioned in this 
document are regulated by the corresponding authorities of their country of origin and are registered in the Special Registry of the CNMV of Foreign Collective Investment 
Institutions marketed in Spain. 
Additional information for investors with residence or seat in South Africa 
Robeco Institutional Asset Management B.V. is registered and regulated by the Financial Sector Conduct Authority in South Africa. 
Additional information for investors with residence or seat in Switzerland 
The Fund(s) are domiciled in Luxembourg. This document is exclusively distributed in Switzerland to qualified investors as defined in the Swiss Collective Investment 
Schemes Act (CISA). This material is distributed by Robeco Switzerland Ltd, postal address: Josefstrasse 218, 8005 Zurich. ACOLIN Fund Services AG, postal address: 
Leutschenbachstrasse 50, 8050 Zürich, acts as the Swiss representative of the Fund(s). UBS Switzerland AG, Bahnhofstrasse 45, 8001 Zurich, postal address: 
Europastrasse 2, P.O. Box, CH-8152 Opfikon, acts as the Swiss paying agent. The prospectus, the Key Information Documents (PRIIP), the articles of association, the 
annual and semi-annual reports of the Fund(s), as well as the list of the purchases and sales which the Fund(s) has undertaken during the financial year, may be obtained, 
on simple request and free of charge, at the office of the Swiss representative ACOLIN Fund Services AG. The prospectuses are also available via the website. 
Additional information for investors with residence or seat in Taiwan  
The Funds may be made available outside Taiwan for purchase outside Taiwan by Taiwan resident investors, but may not be offered or sold in Taiwan. The contents of 
this document have not been reviewed by any regulatory authority in Taiwan. If you are in any doubt about any of the contents of this document, you should obtain 
independent professional advice. 
Additional information for investors with residence or seat in Thailand 
The Prospectus has not been approved by the Securities and Exchange Commission which takes no responsibility for its contents. No offer to the public to purchase the 
Shares will be made in Thailand and the Prospectus is intended to be read by the addressee only and must not be passed to, issued to, or shown to the public generally. 
Additional information for investors with residence or seat in the United Arab Emirates 
Some Funds referred to in this marketing material have been registered with the UAE Securities and Commodities Authority (“the Authority”). Details of all Registered 
Funds can be found on the Authority’s website. The Authority assumes no liability for the accuracy of the information set out in this material/document, nor for the failure 
of any persons engaged in the investment Fund in performing their duties and responsibilities. 
Additional information for investors with residence or seat in the United Kingdom  
This is a marketing communication. This information is provided by Robeco Institutional Asset Management UK Limited, 30 Fenchurch Street, Part Level 8, London EC3M 
3BD registered in England no. 15362605. Robeco Institutional Asset Management UK Limited is authorised and regulated by the Financial Conduct Authority (FCA – 
Reference No: 1007814). It is provided for informational purposes only and does not constitute investment advice or an invitation to purchase any security or other 
investment. Subscriptions will only be received and shares issued on the basis of the current Prospectus, relevant Key Investor Information Document (KIID) and other 
supplementary information for the Fund. These can be obtained free of charge from Northern Trust Global Serviced Limited, 50 Bank Street, Canary Wharf, London E14 
5NT or from our website www.robeco.com. This information is directed at Professional Clients only and is not intended for public use. 
Additional information for investors with residence or seat in Uruguay 
The sale of the Fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627. The Fund must not be offered or sold to the public in Uruguay, 
except under circumstances which do not constitute a public offering or distribution under Uruguayan laws and regulations. The Fund is not and will not be registered 
with the Financial Services Superintendency of the Central Bank of Uruguay. The Fund corresponds to investment funds that are not investment funds regulated by 
Uruguayan law 16,774 dated 27 September 1996, as amended. 
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