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Ignore Emerging Market Fixed Income at your peril! 
 In the mid 1990s, Emerging Market Fixed Income was still just a niche asset class, which was mainly traded by 
appointment. Today, it is a $12trn asset class, larger than the US treasury market. The Emerging Markets asset class 
has sustained average annual growth rates of 16% over the past decade. We expect this rate of growth to continue or 
accelerate going forward due to the still very low level of financial assets relative to GDP. Indeed, issuance has merely 
paused during crisis years before rebounding briskly on the back of powerful structural drivers.   
 We estimate that the Emerging Markets Fixed 
Income universe is likely to triple or even quadruple in size 
by the end of the current decade. We expect all Emerging 
Markets Fixed Income asset classes to expand in absolute 
terms, but local currency in particular to be become hugely 
dominant, while local currency corporate bonds will be well 
on the way to occupying the very top spot by the time we hit 
2020.  
 The growth of the asset class is a virtuous circle: 
financial deepening and broadening and a shift in capital 
from the public to the private sector will improve liquidity 
conditions as well as raise trend growth rates in parts of the 
world, where the private sector until recently was—and still 
in many cases remains—entirely capital constrained.   
 We believe investors underestimate what an 
Emerging Markets Fixed Income asset class of $47trn by 
2020 means for their asset allocation, whether they are 
based in G10 or manage money for Emerging Market cen-
tral banks or sovereign wealth funds.  
   
The Emerging Markets Fixed Income universe today... 
 The Emerging Markets Fixed Income universe 
continues to expand rapidly. In conformity with the long-run 
stylised facts of economic development, Emerging Markets Fixed Income has expanded at a faster clip than nominal 
GDP growth. The chart on the right shows the growth of Emerging Markets Fixed Income since 1995, when our data 
began. Note that the asset class has shown positive growth every single year, including the years of the Asian crisis and 
the credit crunch. The universe of Emerging Markets Fixed Income is now $11.7trn, larger than the US treasury market 
and eight times larger than in 1995. The average annual rate of growth of the asset class since 1996 has been 15%.  
 The asset class is expanding mainly for structural reasons. Two developments in particular have been key. 
First, Emerging Market governments began in the 1990s to prioritise the development of pension systems, which, in 
economies with young populations strongly supports the 
rapid growth of domestic government bond markets. The 
share of local currency debt in total Emerging Markets fixed 
income rose from a low of 72% in 1997 to 85% by 2011, 
mainly due to this development. The other driver is corpo-
rate issuance, which began to take off more recently. From 
a share of just 33% of total Emerging Markets Fixed Income 
in 2004, corporate bonds now account for nearly half (46%) 
of all fixed income in Emerging Markets. Local currency 
corporate issuance is particularly rapid and there is now 
nearly three times more local currency corporate paper out-
standing than G10 denominated corporate paper. The ability 
of corporates to tap both domestic and global capital mar-
kets stems from the vast improvements in economic and 
political governance, which followed the end of the Cold War 
in 1989.  
 One corollary of the rise in local currency and cor-
porate issuance is that the asset class’ conventional bench-
mark, that is, dollar denominated sovereign bonds, has be-
come a much smaller part of the total Emerging Markets 
Fixed Income universe. In 1995, these bonds constituted 
14% of total outstanding. Today, the share has fallen to just 
6% as the chart on the right shows, despite average annual 
growth of 6% over the past 10 years. Still, we expect a raft of new sovereign issuers to enter the theme from Frontier 
Economies over the next decade, and we also believe existing issuers of hard currency debt will want to maintain their 
curves, so as to enable corporates to price bonds. Even so, the more rapid growth will happen within the themes of local 
and corporate issuance, in our view.  
 
...and in the near future 
 Where is the Emerging Markets Fixed Income universe heading? We expect that the asset class is going to 
grow at a solid, but steady pace over the next decade and more. The combination of on the one hand elastic supply 
from corporates and local currency denominated sovereigns, and on the other hand behaviourally constrained gradual 
demand growth from institutional investors, creates precisely this type of steady growth, the very opposite of bubble 
dynamics. Most institutional investors probably underestimate just how large the Emerging Markets Fixed Income asset 
class will get by the end of this decade.  
  

Head Office: 
 

London: 
T: +44 20 3077 6000 
 

Other Locations: 
 

Beijing: 
T: +86 10 5764 2601 
 
Bogota: 
T: +57 1 347 0649 
 
Istanbul: 
T: +90 212 349 40 00 
 
Melbourne: 
T: +61 0 3 9653 9524 
 
Moscow: 
T: +74 9566 04258 
 
Mumbai: 
T: +91 22 6608 0000 
 
New York: 
T: +1 212 661 0061 
 
Sao Paulo 
T: +55 11 3556 8900 
 
Singapore: 
T: +65 6823 1319 
 
Tokyo: 
T: +81 0 3 6860 3777 
 
 
 
 
 
 
 
 
 

 

 
Ashmore Investment 
Management Limited 
61 Aldwych   London   
WC2B 4AE 
T: +44 20 3077 6000 
 
Bloomberg Page: 
Ashmore <GO> 
 
Fund Prices: 
Bloomberg, FT.com,  
Reuters, S&P, Lipper 
 
Website: 
www.AshmoreGroup.com 

 
 
 

Emerging Markets Fixed Income (US$bn)

0

2000

4000

6000

8000

10000

12000

14000

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

Dollar denominated corporate debt

Dollar denominated sovereign debt

Local currency corporate

Local currency sovereign

Emerging Markets Fixed Income - shares (%) 

2001 versus 2011

0%

10%

20%

30%

40%

50%

60%

Local

currency

sovereign

Local

currency

corporate

Dollar

denominated

sovereign

debt

Dollar

denominated

corporate

debt

1995

2011



 

The Emerging View 
The Ugly Duckling Grows Up 

 
 
 

February 2012   Issue No. 89  Jan Dehn  

 To see why, consider a few scenarios for how the asset class may grow from its current size of $12trn be-
tween now and 2020:  
 (1) 5% per annum real growth: This growth rate is 
equivalent to the growth rate of Emerging Markets economies 
at the current depressed levels of global growth, i.e. 5% real 
GDP growth. Even at this growth rate, the Emerging Markets 
Fixed Income asset class triples to $30trn by 2020.  
 (2) 7% per annum real growth: This is how fast 
Emerging Market economies grew in real terms over the 2005-
2011 period. At this growth rate, the Emerging Markets Fixed 
Income universe would expand to $36trn by 2020, roughly four 
times the current size of the US treasury market. Note that 7% 
real GDP growth is a conservative assumption, when it comes 
to financial sector development, because it implies constant 
fiscal deficits as a share of GDP and zero capital deepening in 
the corporate sector. In our view, it is more realistic to expect 
the Emerging Markets Fixed Income asset class to grow faster 
than this, for the structural reasons outlined above.  
 (3) 11% per annum real growth: This is the pace at 
which Emerging Markets Fixed Income has grown over the past 
decade in real terms, including the Dotcom and Sub-prime cri-
sis periods. If this rate of growth is replicated between now and 
the end of the decade then the Emerging Markets Fixed Income 
universe will grow to $48trn by 2020. The scaled pie charts to 
the right provide a visual impression of how the different rates 
of growth of individual asset themes plays out over this time 
period. Thus, by 2020, dollar denominated sovereign debt is a 
US$1trn asset class, while dollar denominated corporate debt is 
four times larger at US$4trn. The real expansion, of course, is 
felt in local currency space. Local currency sovereign becomes 
an enormous asset class of its own right at US$22trn, while 
local currency corporate debt, an asset class, which does not 
even have a benchmark index yet, will have risen to a stagger-
ing US$20trn.  
 (4) 16% per annum real growth: This scenario as-
sumes that financial sector development occurs at a pace, 
which is 5% faster than the real economy. This is entirely possi-
ble if capital markets continue to move to Emerging Markets, if 
the habit of institutional investors in Emerging Markets to invest 
only in Developed Markets changes, and if Emerging Market 
economies get the structural changes associated with the un-
wind of global imbalances right. In this scenario, the Emerging 
Markets Fixed Income asset class could reach $63trn of which 
some $56trn is in local currency.  
 
Implications for investors 
 Emerging Markets are still significantly under-represented in the Global Fixed Income universe. The table be-
low shows Emerging Markets Fixed Income as a percentage of Global Fixed Income. These figures are significantly 
below Emerging Markets’ share of Global GDP, which is now close to 36%, according to the IMF - and 36% is conserva-
tive: one should also consider that the share is already over 50% using purchasing parity power, and that given growth 
rates and likely near term currency appreciation could be over 50% in market terms within a decade 
 We expect that Emerging Markets Fixed Income will multiply by factors of anywhere between 3 or 6 over the 
next 8 years with the majority of new paper absorbed by local pension funds and traded within Emerging Markets them-
selves. The resulting financial deepening will significantly enhance liquidity and further stabilise local fixed income mar-
kets. We also believe corporate debt will overtake sovereign debt as the single biggest asset class in Emerging Markets 
as early as 2017, partly due to benign fiscal developments in Emerging economies. By 2020, corporate debt should 
account for 52% of total Emerging Markets Fixed Income compared to 45% today. Local currency corporate debt will, 
alongside local currency sovereign debt, be the dominant theme in the asset class with $20trn in outstanding paper 
(roughly four times the size of the dollar denominated corporate debt universe). The growth of local corporate paper 
poses a major challenge to  investors and index providers alike; this asset class still has no index and we believe Ash-
more is still one of the only managers out there to have launched a fund in this theme: That the private sector in Emerg-
ing Markets can now access term capital is a game changer, in our view.   
 Dollar denominated sovereign debt, once the backbone of the whole Emerging Markets asset class, will grow 
at a slower pace, reducing its share (but not absolute value) from the current 6% to about 2% by 2020. But there is up-
side risk to this projection: issuance from a large number 
of Frontier Economies over the next decade. As many as 
50 low to low-middle income countries could yet come to 
market with index-eligible dollar denominated sovereign 
bonds over the coming years, increasing both the diver-
sity and the spread of the asset class as more established 
emerging issuers trade ever closer to and, in many cases, 
likely through US treasuries.  

(Table and chart  data from “Size and structure of Global Emerging Markets Debt”, 7 
February 2012, Bank of America Merrill Lynch, and International Monetary Fund) 
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IMPORTANT INFORMATION 
No part of this article may be reproduced in any form, or referred to in any other publication, without the written permission of Ashmore Investment Manage-
ment Limited © 2012 
This document is issued by Ashmore Investment Management Limited (Ashmore), which is authorised & regulated by the Financial Services Authority.  The information and any opinions contained in this document have been 
compiled in good faith, but no representation or warranty, express or implied, is made as to accuracy, completeness or correctness.  Save to the extent (if any) that exclusion of liability is prohibited by any applicable law or 
regulation, Ashmore, its officers, employees, representatives and agents expressly advise that they shall not be liable in any respect whatsoever for any loss or damage, whether direct, indirect, consequential or otherwise 
however arising (whether in negligence or otherwise) out of or in connection with the contents of or any omissions from this document.  This document does not constitute an offer to sell, purchase, subscribe for or otherwise 
invest in Units of any Fund referred to above and is not intended to provide advice on the merits of investing in any particular fund.  The value of the Units may fall as well as rise and investors may not get back the amount 
originally invested.  With the exception of the SICAV fund, Ashmore’s public funds are only available to persons defined as Professional Clients and Eligible Counterparties under the rules of the Financial Services Authority of the 
United Kingdom. Prospective investors should obtain and review the Scheme Particulars or other offering documents relating to the units or shares of any Fund, including the description of risk factors/investment considerations 
contained in the Scheme Particulars or other offering documents, prior to making any decision to invest in such Units or Shares.  The funds are offshore and not regulated in the United Kingdom.   Past performance is not a 
reliable indicator of future results.   


