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The markets remained sanguine as the delivery of a 25bps rate cut in the US despite massive weakness 
in the labor data buoyed sentiment. IG caught a bid after lagging HY for some time albeit the 
difference was not significant as the still favorable fundamental backdrop supported the HY space. 
USD weakness persisted and kept investors interested in some diversification away from US assets 
hence bringing some interest into emerging markets in general. The fundamental picture in emerging 
markets has remained resilient and valuations have remained appealing across equities and local 
currency especially. Hard currency products also gained and CEMBI returned about 1% in USD (0.8% 
EUR). Our EUR denominated institutional share class returned about +1.0% (gross) and was in about 
20bps ahead of its benchmark. Our USD share class returned +1.2% (gross) and was also some 20bps 
ahead of its benchmark. 

 

CEEMEA names were doing well across the board with a return of 1.2% (1.2% IG / 1.3% HY). Moroccan 
names, usually not noteworthy, delivered a return of 4.3% as the sovereign attained an IG rating with 
S%P and OCP continued to deliver strong performance. Our overweight in Moroccan names yielded 
neutral relative performance owing to our diversification between OCP, the star performer of the 
month, and Vivo Energy which lagged somewhat. South African names were also on strong footing 
in September with a return of 1.8% (1.7% IG / 2.1% HY). Long duration papers were hotly demanded, 
as IG was also in favor in general, but also names like SASOL delivered strong returns despite the 
weakness in the petrochemical space as annual results reaffirmed the company's commitment to 
efficiency. Lastly, Ukrainian names lagged the market with a return of -0.1% as estimates for the 
amount of financial help needed for the country came on the larger end while no significant military 
improvements have taken place. Our avoidance of these credits yielded modest positive relative 
performance. 

 

Asian names also performed well with a return of 0.9% (0.8% IG / 1.5%HY) with HY leading the charge 
albeit their smaller footprint in the Asian universe limited the region's overall performance in 
September. Chinese HY real estate was selectively strong again on hopes of more support measures 
from the government. Chinese credits returned 0.8% (0.8% IG / 0.8% HY). Our underweight in Chinese 
names produced small outperformance owing to our preference for IG rated papers. Indian credits 
were some of the top performers in September with a return of 1.0% (0.7% IG / 1.4% HY) as HY utilities 
and industrials delivered strong returns. The Adani complex of names has also moved past the 
corruption allegations that spooked investors late in 2024 and normality has returned. Our overweight 
in Indian names contributed positively to relative performance in September.  

 

LatAm names were the underperformers of the month with a return of 0.7% (1.8% IG / 0.2%) as several 
bottom-up stories dragged down performance in the HY space. Brazilian names delivered a negative 
return of -1.0% (+1.9% IG / -3.0% HY) as the collapse of ESG services corporate Ambipar and more twists 
and turns in the Braskem saga dragged down performance. The small footprint of IG rated names, 
which were in high demand, was not enough to offset the hit to aggregate Brazilian performance. 
Our neutral exposure to Brazilian credits yielded modest negative performance owing to our exposure 
to the Braskem complex which remains an event and headline driven story.  At the other end of the 
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spectrum, names from Colombia continued to deliver strong returns with a performance of 2.3% (1.1% 
IG / 2.4% HY) in September. Our modest overweight in these names contributed positively to relative 
performance as improving sovereign risk lifted valuations for corporates. Headlines of a potential 
acquisition of Canacol by Ecopetrol also contributed positively to performance as Canacol continues 
to struggle to increase its own production of gas.   

 

Rating actions among our holdings were balanced with Cometa Energia being upgraded to BBB from 
BBB- by Fitch while the Braskem complex was downgraded to the CCC area from BB by Fitch as well. 
EM corporate issuance came in at about USD65bn as September is usually an active month following 
the summer lull. Asia priced about USD24bn of the total while the Middle East and Africa did USD18bn 
of the total. LatAm printed USD13bn and the remainder came from Emerging Europe. IG papers 
accounted for USD45bn of the total priced. Primary activity may remain highly tactical should volatility 
return to the markets or, following the FED's dovish pivot, should a seizing of the opportunity and search 
for yield attract flows into emerging markets. 
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