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Chart of the Month:
Markets Price in
Near-Term Rate Cuts

Markets have increasingly priced in the likelihood the US Federal Reserve (US Fed) will start
cutting interest rates in September, leading to monetary policy convergence between major
emerging market (EM) central banks and the US Fed in the medium term. Along with a weaker
US dollar and lower US Treasury yields, this was supportive of EM debt in July.
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Source: Bloomberg Finance L.P,, as of 31 July 2024. Past performance is not a reliable indicator of future performance.
EMD Commentary: Emerging market (EM) debt in July benefited from tailwinds in the form of a softer US inflation
July 2024 print and increasing expectations of a rate cut by the US Fed in September. The improving

prospects of the Fed easing monetary policy should bode well for emerging markets, since a
Fed rate cut could widen the room for EM central banks in Europe and Latin America (LatAm)
to cut rates further. However, there were bouts of uncertainty during June around the future
trajectory of EM core rates, with markets factoring in US election outcome possibilities and
prevailing geopolitical risks. While markets welcomed the reopening of Israel-Hamas talks in July,
the situation remains very fragile. The broad EM inflation outlook improved in July, aided by the
softening in commodity prices, especially oil, which fell by 4.5% in the month. Total returns were
positive in July for both EM local currency and hard currency bonds. The US dollar weakness
combined with a drop in EM local yields supported EM local bonds. EM hard currency debt
benefited from a decline in US benchmark Treasury yields and rallies in some of the EM dollar
bond markets.

In China, the third Plenum of the 20th CPC Central Committee concluded its four-day meeting
(15-18 July) with a statement prioritizing high-quality development, digitalization of the real
economy, development of the services sector, modernization of infrastructure, and enhancement
of supply chain resilience. Meanwhile, the People's Bank of China (PBoC) lowered its key

lending rates to record lows in July — the one-year loan prime rate, the reference rate for most
corporate and household loans, was reduced by 10bps to 3.35%. The five-year rate, a reference
rate for property mortgages, was also reduced by 10bps to 3.85%. In LatAm, the Central Bank of
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Figure 2

Emerging Market Debt
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Figure 3

Key EM and Macro levels

as of 31 July 2024

Colombia reduced its benchmark interest rate by 50bps to 10.75% in July. In Europe, Hungary’s
central bank reduced its key base rate by 25bps to 6.75%. Central banks in EM Asia (ex-China)
continued to be cautious, with interest rates unchanged in Philippines, Thailand, and Indonesia
in July.

Net flows in July were negative for both hard currency and local currency bonds, amounting
to -$1.2bn and -$1.3bn, respectively. (Source: JP Morgan).

1m (%) 3m (%) 6m (%) | YTD(%) | 12m (%) | 3yrs(%) | Syrs (%)

GBI-EM GD (EM Local Currency) 2.27 2.80 0.00 -1.52 0.08 -2.40 -1.02
EMBI GD (EM Hard Currency) 1.87 4.34 5.33 4.26 9.18 -2.13 0.10
CEMBI BD (EM Corporates) 1.50 3.94 4.79 5.41 9.87 0.10 2.35

GBI-EM GD (EM Local Currency) 1.30 1.68 0.38 0.53 1.97 0.62 -0.46
EMBI GD (EM Hard Currency) 0.89 3.10 5.74 6.43 11.25 0.90 0.67
CEMBI BD (EM Corporates) 0.53 2.70 5.19 7.60 11.94 3.20 2.94
e
GBI-EM GD (EM Local Currency) 0.65 0.22 -0.86 -2.26 0.25 0.21 -1.97
EMBI GD (EM Hard Currency) 0.25 1.72 4.43 3.47 9.37 0.49 -0.85
CEMBI BD (EM Corporates) -0.11 1.32 3.89 4.61 10.05 2.78 1.38

Sources: State Street Global Advisors, Bloomberg, JP Morgan, as of 31 July, 2024. Past performance is not a reliable indicator
of future performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns
reflect all items of income, gain and loss and the reinvestment of dividends and other income as applicable. Performance
returns for periods of less than one year are not annualized.

Item A1 Month A 3 Months AYTD Current Level
GBI-EM GD Yield 6.37%
EMBI GD Yield 8.18%
EMBI GD Spread 400 bps
CEMBIBD Yield 6.79
CEMBI BD Spread 312 bps
CDX.EM 5y 169 bps
10y UST 4.03%
Dollar Index (DXY) —
DOW 30 40843
Oil (WTI) $77.91

Source: JP Morgan, Bloomberg, as of 31 July, 2024. Past performance is not a reliable indicator of future performance. Index
returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns reflect all items of income, gain
and loss and the reinvestment of dividends and other income as applicable.

STATE STREET

GLOBAL
ADVISORS

Emerging Market Debt Market Commentary: July 2024 2



Local Currency
Market Highlights

Figure 4
Key Return Drivers of
EM Local Government

EM local currency debt returned +2.27% (in USD terms) in July 2024, as measured by the

JP Morgan GBI-EM Global Diversified Index. A major contribution to the total return outcome
came from bond returns (+1.64%). Regionally, Africa and Asia were the clear outperformers,
although all regions delivered positive results — this included LatAm, despite a negative drag
from most of the region’s currencies. The GBI-EM GD Index yield decreased by 22 bps in May.
Total contribution from foreign exchange (FX) returns was also positive (+0.64%) in the month.
The broad US dollar depreciation in July fueled positive FX returns, with 11 out of the 19 currencies
in the index stronger against the dollar.

GBI-EM GD (EM Local Currency)

Monthly Return (%)

3 Month Return (%)

YTD Return (%)

Bond Markets Total Return (in $) 2.27 2.80 -1.52
FX Return (vs $) 0.64 -0.60 =4.74
Price Return (Local Currency) 1.16 2.03 0.01
Interest Return (Local Currency) 0.48 1.38 3.21
Total Return (in €) 1.30 1.58 0.53
FX Return (vs €) -0.34 -1.82 -2.69
Total Return (in £) 0.65 0.22 -2.26
FX Return (vs £) -0.98 -3.19 -5.48
Sources: State Street Global Advisors, Bloomberg, JP Morgan, as of 31 July, 2024. Past performance is not a reliable indicator
of future performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns
reflect all items of income, gain and loss and the reinvestment of dividends and other income as applicable. Performance
returns for periods of less than one year are not annualized.
Figure & July'24 Country Total Return | Bond Return | FXReturn (%) | Index Weight | Index Impact
0y 0 1
Best and Worst USD (%) (%) (bps)
Performers Across EM GBI-EM GD 2.27 1.64 0.64
Local Government Bond ;°Pf5 Peru 1.5 3.1 2.1%
. erformers
Markets in USD* South Africa 4.1 0.4 8.8%
Hungary 3.1 1.2 3.0%
Thailand 1.0 3.2 9.4%
Malaysia 3.7 1.0 2.7 10.0%
Bottom 5 Turkey 0.8 1.8 -1.0 1.6%
Performers
India 0.6 1.0 -0.4 2.0%
Brazil 1.6 -1.8 8.4%
Mexico 1.4 -1.9 10.0%
Uruguay 1.3 -2.2 0.2% (0]
Source: State Street Global Advisors, JP Morgan, Bloomberg as of 31 July, 2024. Past performance is not a reliable indicator
of future performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns
reflect all items of income, gain and loss and the reinvestment of dividends and other income as applicable. *Country and
currency performance of JP Morgan GBI-EM Global Diversified Index. **Index impact is calculated by multiplying the period
ending weight by total return.
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Peru was the best performer in July. In its July meeting, the central bank kept its policy rate
unchanged at 5.75%. The country’s annual inflation rate increased from 2.0% in May to 2.3% in
June. However, inflation expectations for twelve months out decreased from 2.56% to 2.53%,
which is still within the central bank’s target range. The Peruvian sol appreciated against the US
dollar by 2.97% in July and closed at 3.73.

South Africa was another strong performer in July. The South African Reserve Bank kept the
repo rate unchanged at 8.25% for the seventh consecutive meeting. The central bank added that
inflation expectations do not yet reflect the 4.5% midpoint objective over the medium term —
South Africa’s annual inflation rate dipped to 5.1% in June from 5.2% in May. The South African
rand appreciated against the US dollar by 0.05% in July to close at 18.20.

Hungary was another good performer. In line with market expectations, Hungary’s central

bank lowered its key base rate by 25bps to 6.75% in July, marking the tenth reduction since it
commenced monetary easing in October 2023. Hungary’s annual inflation rate stood at 3.7% in
June, easing from the five-month high of 4% in May. The Hungarian forint appreciated against the
US dollar by 1.31% in July and closed at 363.98.

Mexico was among the underperformers in July. The annual inflation rate in Mexico increased
for the fourth consecutive month to 4.98% in June, up from 4.69% in May and above market
forecasts of 4.84%. This marked the highest reading in a year, driven by the post-election slump
in the Mexican peso caused by heightened political uncertainty. The peso depreciated against
the US dollar by 1.63% in July and closed at 18.62.

Brazil was another underperformer in July. The annual inflation rate in Brazil increased to 4.23%
in June, marking the second consecutive month of rising consumer prices following a seven-
month period of easing. The Central Bank of Brazil maintained its Selic rate at 10.50% in July,

in line with expectations of an extended pause of the rate-cutting cycle. The Brazilian real fell
against the US dollar by 1.01% in July and closed at 5.65.

Hard Currency
Market Highlights

Figure 6

Key Return Drivers
of EM Hard Currency
Government Bond
Markets in USD

EM hard currency sovereign debt returned +1.87% (in USD terms) in July 2024, as measured
by the JP Morgan EMBI Global Diversified Index. The treasury component return (+2.49%) was
the major contributor to performance, offsetting losses coming from spread returns (-0.61%).
The JPM EMBI GD spread widened by 9bps in July. Around 90% of the countries in the index
ended the month with positive returns. The performance of hard currency treasuries was

also influenced by country-specific factors and market repricing of a rate cut by the US Fed

in September. The JPM EMBI GD yield decreased by 23 bps in July and the high yield (HY)
sub-index outperformed its investment grade (IG) counterparts.

EMBI GD (EM Hard Currency) Monthly Return (%) 3 Month Return (%) YTD Return (%)
Total Return 1.87 4.34 4.26
Spread Return -0.61 -0.77 3.04
Treasury Return 2.49 5.15 1.18
IG Sub-Index 1.82 5.07 1.36
HY Sub-Index 1.91 3.63 7.23

Sources: State Street Global Advisors, Bloomberg, JP Morgan as of 31 July, 2024. Past performance is not a reliable indicator
of future performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns
reflect all items of income, gain and loss and the reinvestment of dividends and other income as applicable. Performance
returns for periods of less than one year are not annualized.
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Figure 7

Best and Worst
Performers Across
EM Hard Currency
Government

Bond Markets*

July’ 24 Country Total Spread Treasury | Averagelndex | |hdex Impact
Return (%) Return (%) | Return (%) Weight (%) (bps)**
EMBI Global Diversified 1.87 -0.61 2.49
Top 5 Performers Ukraine 8.4 1.5 0.9% _
Ethiopia 8.0 0.9 0.1% 1
Ecuador 7.0 4.8 2.1 1.1% 8
Suriname 4.5 2.3 2.2 0.1% (]
El Salvador 4.3 2.0 2.2 0.7% 3
Bottom 5 Performers Ghana -0.3 2.0 1.7 0.9% 0
Gabon -3.2 1.6 0.2% (]
Maldives -4.1 1.0 0.1% (0]
SriLanka -4.7 1.1 0.9% -3
Lebanon -4.4 0.7 0.1% -

Source: State Street Global Advisors, JP Morgan, Bloomberg as of 31 July, 2024. Past performance is not a reliable indicator
of future performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns
reflect all items of income, gain and loss and the reinvestment of dividends and other income as applicable. *Country and
currency performance of JPM EMBI Global Diversified Index **Index impact is calculated by multiplying the period ending
weight by total return.

Ukraine was the best performer in July, contributing 9bps to index returns. Ukraine finalized a
debt restructuring agreement with its bond holders that reduces the face value of the country’s
outstanding debt by over a third and cuts the payments due over the next three years by around
90%. Ukraine’s 10-year dollar bond yield decreased to 30.52% in July from 31.59% at the end

of June.

Ecuador was another good performer in July, contributing 8bps to index returns, with the
spread return component largely accounting for that. The country’s dollar bonds rallied in July
as Finance Minister Juan Carlos Vega confirmed the narrowing of the fiscal deficit and laid out
funding plans. Ecuador is expected to receive USD 3 billion in loans from multilateral lenders.

El Salvador was another good performer in July, contributing 3bps to index returns. Optimism
towards El Salvador’s dollar bonds improved, aided in part by a market narrative around Trump
winning the US election. A Trump win could help El Salvador secure a deal with the IMF that has
in part been stalled on the basis of the country having Bitcoin as legal tender. A deal with the
IMF would enable the country to have access to billions of dollars to fund economic reforms.

Sri Lanka was among the underperformers in July, detracting 3bps from index returns.

Sri Lanka continued to struggle in its effort to negotiate with creditors following its default

in 2022 and as it sought to move past its worst financial crisis. The South Asian nation will
hold elections in September with the incumbent leader Ranil Wickremesinghe seeking a new
mandate on the back of tough fiscal reforms.

Lebanon was another underperformer in July, detracting 1bp from index returns, driven
largely by the spread component. The treasury returns were positive, marginally offsetting
sizeable negative total returns. Lebanon’s dollar bond markets were negatively impacted by
the spillovers from the conflict in Gaza and fighting at Lebanon’s southern border with Israel.
The grim economic situation weighed on the country’s outlook.
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About State Street
Global Advisors

For four decades, State Street Global Advisors has served the world’s governments, institutions,
and financial advisors. With a rigorous, risk-aware approach built on research, analysis, and
market-tested experience, we build from a breadth of index and active strategies to create
cost-effective solutions. As pioneers in index and ETF investing, we are always inventing new
ways to invest. As a result, we have become the world’s fourth-largest asset manager* with

US $4.37 trilliont under our care.

* Pensions & Investments Research Center, as of December 31,2023.
t This figure is presented as of June 30,2024 and includes ETF AUM of $1,393.92 billion USD of which approximately $69.35
billion USD is in gold assets with respect to SPDR products for which State Street Global Advisors Funds Distributors, LLC

(SSGA FD) acts solely as the marketing agent. SSGA FD and State Street Global Advisors are affiliated. Please note all

AUM is unaudited.

ssga.com

For institutional/professional investors
use only.

State Street Global Advisors
Worldwide Entities

Important Risk Information

The information provided does not constitute
investment advice as such term is defined
under the Markets in Financial Instruments
Directive (2014/65/EU) and it should not be
relied on as such. It should not be considered a
solicitation to buy or an offer to sell any
investment. It does not take into account any
investor's or potential investor’s particular
investment objectives, strategies, tax status,
risk appetite or investment horizon. If you
require investment advice you should consult
your tax and financial or other

professional advisor.

The information contained in this
communication is not a research
recommendation or ‘investment research’
and is classified as a ‘Marketing
Communication’ in accordance with the
Markets in Financial Instruments Directive
(2014/65/EV) or applicable Swiss
regulation. This means that this marketing
communication (a) has not been prepared
in accordance with legal requirements
designed to promote the independence of
investment research (b) is not subject to
any prohibition on dealing ahead of the
dissemination of investment research.

This communication is directed at professional
clients (this includes eligible counterparties as
defined by the Appropriate Regulator) who are
deemed both knowledgeable and experienced
in matters relating to investments. The
products and services to which this

communication relates are only available to
such persons and persons of any other
description (including retail clients) should not
rely on this communication.

Past performance is not a reliable indicator of
future performance. Investing involves risk
including the risk of loss of principal.

Investing involves risk including the risk of loss
of principal.

Index returns are unmanaged and do not reflect
the deduction of any fees or expenses. Index
returns reflect all items of income, gain and loss
and the reinvestment of dividends and other
income as applicable.

Diversification does not ensure a profit or
guarantee against loss. It is not possible to
invest directly in an index. Index performance
does not reflect charges and expenses
associated with the fund or brokerage
commissions associated with buying and selling
afund. Index performance is not meant to
represent that of any particular fund.

Bonds generally present less short-term risk
and volatility than stocks, but contain interest
rate risk (as interest rates rise bond values and
yields usually fall); issuer default risk; issuer
credit risk; liquidity risk; and inflation risk. These
effects are usually pronounced for longer-term
securities. Any fixed income security sold or
redeemed prior to maturity may be subject to a
substantial gain or loss. International
Government bonds and corporate bonds
generally have more moderate short-term price
fluctuations than stocks, but provide lower
potential long-term returns. Investing in high
yield fixed income securities, otherwise known
as junk bonds, is considered speculative and
involves greater risk of loss of principal and
interest than investing in investment grade
fixed income securities. These Lower-quality
debt securities involve greater risk of default or

price changes due to potential changes in the
credit quality of the issuer. Increase in real
interest rates can cause the price of inflation-
protected debt securities to decrease. Interest
payments on inflation-protected debt securities
can be unpredictable.

Investing in foreign domiciled securities may
involve risk of capital loss from unfavorable
fluctuation in currency values, withholding
taxes, from differences in generally accepted
accounting principles or from economic or
political instability in other nations.

Investments in emerging or developing markets
may be more volatile and less liquid than
investing in developed markets and may involve
exposure to economic structures that are
generally less diverse and mature and to
political systems which have less stability than
those of more developed countries.

Currency Risk is a form of risk that arises from
the change in price of one currency against
another. Whenever investors or companies have
assets or business operations across national
borders, they face currency risk if their positions
are not hedged.

This document may contain certain statements
deemed to be forward-looking statements. All
statements, other than historical facts,
contained within this document that address
activities, events or developments that SSGA
expects, believes or anticipates will or may
occur in the future are forward-looking
statements. These statements are based on
certain assumptions and analyses made by
SSGA in light of its experience and perception of
historical trends, current conditions, expected
future developments and other factors it
believes are appropriate in the circumstances,
many of which are detailed herein. Such
statements are subject to a number of
assumptions, risks, uncertainties, many of
which are beyond SSGA's control. Please note

that any such statements are not guarantees
of any future performance and that actual
results or developments may differ
materially from those projected in the
forward-looking statements.

All the index performance results referred to are
provided exclusively for comparison purposes
only. It should not be assumed that they
represent the performance of any

particular investment.

The trademarks and service marks referenced
herein are the property of their respective
owners. Third party data providers make no
warranties or representations of any kind
relating to the accuracy, completeness or
timeliness of the data and have no liability for
damages of any kind relating to the use of
such data.

The whole or any part of this work may not be
reproduced, copied or transmitted or any of its
contents disclosed to third parties without
SSGA's express written consent.

Allinformation is from SSGA unless otherwise
noted and has been obtained from sources
believed to be reliable, but its accuracy is not
guaranteed. There is no representation or
warranty as to the current accuracy, reliability
or completeness of, nor liability for, decisions
based on such information and it should not be
relied on as such.

The views expressed in this material are the
views of the EMEA Fixed Income Spegcialists of
SSGAs Global Fixed Income Group through the
period ended 31July, 2024 and are subject to
change based on market and other conditions.

© 2024 State Street Corporation.

All Rights Reserved.
1D2299500-3437638.51.1.GBL.INST 0824
Exp. Date: 31/08/2025

STATE STREET iovisoes

Emerging Market Debt Market Commentary: July 2024


http://ssga.com
https://www.ssga.com/uk/en_gb/institutional/ic/footer/state-street-global-advisors-worldwide-entities
https://www.ssga.com/uk/en_gb/institutional/ic/footer/state-street-global-advisors-worldwide-entities

