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Two birds with one stone: EM small caps

By Gustavo Medeiros and Ariana Zarrabian

Short-term bond yields have a cap as rate hikes in the US are “unlikely”, supporting asset prices. A less
hawkish message from US Federal Reserve (Fed) Chair Jerome Powell drove stocks and bond prices
higher last week. The US labour market is softening, but not fast enough for imminent rate cuts, while
inflation remains too elevated. No ceasefire between Hamas and Israel, so far. Emerging Markets (EM)
manufacturing still outperforming Developed Markets (DM), according to Purchasing Manager Indices (PMI)
surveys. China’s Politburo vowed further measures to promote economic growth. Malaysia announced a
minimum wage increase. Argentina’s omnibus bill was approved by the Lower House. Panama’s general
elections had a market-friendly result, but policy implementation will be challenging. Brazil, Turkiye,

Egypt and Nigeria had positive rating actions last week. EM small-caps performed well in April and should
be considered as an alternative to US small caps in global equity portfolios.

Last Week Performance and Comments

TP O e

MSCI EM 2 1.6% GBI-EM GD 6.52% - 1.5% * EM stocks outperformed, led by China.
MSCIEM ex-China 132  0.4% GBI-EM China 232% -5 = 0.7% * Even EM ex-China still outperformed both
MSCI ACWI and S&P 500.
MSCIEM SmallCap ~ 13.7 0.6% GBI-EM FX Spot - - - 0.8% « EM local bonds outperformed USD debt,
MSCI Frontier 9.3 1.3% ELMI+ (1-3m NDF)  7.52% -44 - 0.9% recovering some poor year-to-date
performance.
MSCI EM Asia 13.0 2.0% EMBI GD 8.34% 20 382bps 0.8% .

|G performance close to HY, thanks to lower
MSCI China 10.2 4.7% EMBI GD IG 580% -13  122bps  1.0% US Treasury yields.
EMBI HY yields widening is technical:

MSCI EMEA 10.3 0.4% EMBI GD HY 11.38% 63 689 bps  0.6% Related to Venezuela re-weight on the index.
MSCI Latam 8.9 0.9% CEMBI BD 719% -1 271 bps 0.6% » Spreads remain at tight levels, but overall
yield-to-maturity, viewed as attractive in
MSCI EM Growth 171 1.7% CEMBI BD IG 5.95% =12 146 bps 0.6% . .
historical terms.
MSCI EM Value 9.2 1.4% CEMBI BD HY 8.92% -16 443 bps 0.6%
MSCI ACWI 17.4 1.4% 2yr UST 4.81% o 0.4% * MSCI ACWI and S&P 500 rebounded
post-FOMC and Apple results.
MSCI World (DM) 18.2 1.4% Syr UST 4.46% 52.6 = 0.7%
» USD weakened. Japan most likely intervened
S&P 500 20.5 1.3% 10yr UST 4.46% =22 = 11% twice on the JPY.
VIX Fut.* 14.2% -1.5% 30yr UST 4.61% 17 _ 17% * Oil prices softer on higher inventories and
hopes of a ceasefire in Gaza.
DXY Index* 105.2 -0.9% 10yr Germany 2.44% -15 - 0.7% .

Less hawkish Fed brought UST yields

EUR* 1076 07% 10yr Japan 0.87% -1 = 0.0% sharply lower.
Curve steepened as Powell’'s “rate hikes

JPY* 154.5 1.9% Global Agg.** 3.92% =9 38 bps 1.0% unlikely” comment capped front end.
CRY Index* 287.6 -2.6% US Agg. IG** 5.50% =17 80 bps 1.0% * But long end remains vulnerable to
data volatility.
Brent* 83.4 -51% EU Agg. IG** 3.80% -4 72 bps 0.3%
* |G bonds outperformed due to higher duration
Gold* 2,316 0.9% US Corp HY** 7.81% -23 289 bps  1.0% exposure. Yields tightened more in HY.
Bitcoin* 64,261 8.9% EU Corp HY** 6.99% -20 358bps  01%

Source & Notations: See end of document.
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Global Macro

The latest US data releases indicate that the labour market is adjusting, but it remains too early to call a recession or
aggressive rate cuts by the Fed as inflation remains at elevated levels. Quit rates are declining fast, suggesting wage
inflation is moving towards the 3.0% - 3.5% area (Fig 1), consistent with consumer price index (CPI) inflation at 2.0%.
However, 37% of small businesses still say job openings are hard to fill, explaining why job openings remain elevated,
as per Fig 2. Some of the sticky job openings may be due to post-pandemic structural changes such as higher informal
“gig economy” workers squeezing small business as well as the ease of keeping an online job opening advertisement.
But hire rates are also dropping fast, suggesting some of the job openings may never be filled. The ambiguous data
alongside high inflation levels suggest the bar for a rate cut in Q2 or even Q3 2024 is high, which will increase the

risk of a recession in late 2024 or 2025.

Fig 1: Quit Rates and Atlanta Fed Wages Fig 2: Job Openings Hard to Fill and Openings
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Source: US Labour Market Bureau, Bloomberg, Ashmore. Data as at 1 May 2024.

The Federal Open Market Committee (FOMC) kept interest rates unchanged, as widely expected. Markets expected a
hawkish message during the press conference following three months of inflation misses and resilient activity. But Powell’s
main hawkish note was expressing “less confidence” on the path of inflation convergence to the 2.0% target expressed
since last October. Powell said rate hikes were “unlikely” and sees higher odds that the next move on rates is lower, either
if inflation declines or if a sudden weakness in the labour market takes place. This message effectively capped the
two-year US Treasury yield at the 5.0% levels just before the press conference in the absence of accelerating inflation.
We would agree that many more elements suggest disinflation is more likely in the quarters ahead than higher inflationary
pressures. If we are wrong and the strong economy, stubborn service sector prices, and increasing supply-side price
pressures remain, the long end of the curve will likely widen, effectively tightening financial conditions.

Outlook

The dovish hints provide a floor for asset prices in a recession. It also would allow assets to test new record highs on the
return of a disinflation scenario that is not accompanied by a recession. The outlook is particularly bullish for EM assets
which are still trading at discounted levels and rebounding (as Chinese stocks) or have suffered a correction because of
higher US Treasuries (Latin American stocks and local bonds). The barbell of high-quality corporate investment grade (IG)
positions and distressed sovereign debt remains highly attractive, in our view.

Nevertheless, there are reasons to be cautious in the short term, particularly on overpriced assets, such as US stocks.
The ‘Fed put’ is very out of the money (i.e., it will only cut rates if a meaningful event happens, but that would likely lead to
a sharp adjustment in asset prices first). The unemployment rate is close to historical lows, the S&P 500 near record highs,
and credit spreads also near their lowest historical levels. Earnings per share (EPS) misses in Q1 2024 so far have been
badly punished as investors are closely scrutinising capital expenditure in artificial intelligence (Al), no longer rewarding
companies just for mentioning it. The only companies whose stock prices that seem to be benefiting from Al are the ones
delivering front-loaded cash flows. The share prices of these companies had a tremendous run in the US.

A key risk, in our view, is a resumption of higher energy prices (which have softened in recent weeks) due to geopolitics.
Another concern is the 15% rise in industrial metals year-to-date, bringing the prospect of higher cost pressure, particularly
if prices keep trending higher. Conversely, a peace agreement and commodity prices declining further (oil inventories
increasing) could make for a better macro environment as lower oil prices would allow yields to decline faster from
currently elevated levels.
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Geopolitics

%

Last week, the prospect of reaching a ceasefire deal between Israel and Hamas moved back and forth. In the last few days,
Israel ordered civilians to evacuate parts of Rafah — the last densely populated area in the southern end of the Gaza strip
that has not been attacked. Hamas claimed a deal mediated by Egypt has been reached (presumably agreed by the US),
but Israel said its terms are disadvantageous. The sticking points seem to be the number of hostages released and the
prospect of a permanent or temporary ceasefire!

Israel remains under intense external pressure to agree on a ceasefire, making some deal likely, in our view. However, the
fragility of a potential ceasefire agreement was depicted when the US warned the International Criminal Court of giving
out potential arrest warrants for Israeli officials, as it worried this could jeopardise any progress.? Yet, Netanyahu stated
“The idea that we will stop the war before achieving all of its goals is out of the question” and “will enter Rafah and eliminate
Hamas battalions there — with or without a deal, in order to achieve total victory”. Israeli politics remains fractured, and
former army chief and centrist politician Benny Gantz criticised Netanyahu, stating that the hostages should be prioritised.®

US Elections

Donald Trump’s recent interview with Time Magazine gave further colour on his preferred policies should he win November’s
Presidential election. On Ukraine, Trump said he would not commit to support “unless Europe starts equalising”, stating:

“If Europe is not going to pay, why should we pay? They’re much more greatly affected. We have an ocean in between us.
They don’'t.” On immigration, Trump plans to rely on the National Guard to round up undocumented migrants, aiming to
deport as many as 11m illegal foreigners. He also pledged to increase tariffs by 10% across the board and “as much as
100% to China”. He dismissed claims that tariffs will cause inflation, pointing to an average yearly inflation rate of under 2%
despite tariffs. Lastly, Trump’s stance on supporting Israel remained unclear, but he criticised Netanyahu for the 7 October
events and talked of his “bad experience” with him when he backed out of what was supposed to be a joint military
operation of Qasem Soleimani’s assassination.*

Leading Indicators

EM manufacturing PMIs outperformed DM again, led by a strong rebound in South Africa (+4.8 to 54), Brazil (+2.2 to 55.9),
and the Philippines (+1.3 to 52.2). The EM PMIs softened in Eastern Europe, particularly Poland (-2.1 to 45.9), Chechia
(-1.5 to 44.7) and Russia (-1.4 to 54.3). Fig 3 shows the z-score (standard deviations from average) since December 2011,
the inception of the series, excluding the Covid-19 extremes. The DM PMI drop was mostly due to the decline in the US
PMI (-1.9 to 50). The ISM manufacturing (a separate survey dating back from 1947) also declined 1.1 to 49.2. Within the ISM,
prices paid rose by five points to 60.9, new orders declined by 2.3 points to 49.1.

Fig 3: Manufacturing PMI: Z-Scores
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T See - https://blinks.bloomberg.com/news/stories/SCPILY TP3SHS

2 See - https://blinks.bloomberg.com/news/stories/SCPDGCTOAFB4

2 See - https://www.ft.com/content/581bee89-accb-402b-87d0-dad32c8d3aaf
4 See - https://time.com/6972021/donald-trump-2024-election-interview/

Continued overleaf 3



WEEKLY INVESTOR RESEARCH

Ashmore

Fig 3: Manufacturing PMI: Z-Scores
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Source: S&P Global, Bloomberg, Ashmore. Data as at 1 May 2024.

April Review

Higher inflation postponing the timing of Fed cuts brought the correlation between government bonds and stocks further
into positive levels. Stocks and bond prices declined as yields rose close to their highs in Q3 2023: two-year USTs rose
83bps over the last three months and breached the 5.0% level, while 10-year USTs rose 79bps over three months to
trade close to 4.8%.

The MSCI All Country World index dropped 3.3% as the S&P 500 underperformed (-4.1%). In contrast, the MSCI EM rose
0.4%, led by China (+6.6%), but the MSCI EM ex-China (-1.6%) also outperformed global stocks. Chinese stocks rose 20%
from their lows on the 22 January after breaking out of negative sentiment. The large People’s Bank of China (PBoC) rate
cuts on 24 January, followed by a government-led support for consumption, including a subsidy for the purchase of
electric vehicles, and a series of stock buybacks by government and private entities were the main reasons for the
outperformance. Chinese investors have been adding exposure to buy stocks listed in Hong Kong for more than a month,
but positioning surveys suggest foreign investors remain very under-allocated to Chinese stocks.

Notably, EM small caps remain an island of stability, up 2.0% in April. The global picture shows some strong contrasts.

In the US, small caps have severely underperformed large stocks. This underperformance is backed by fundamentals.
The profitability of US mega-cap companies has been boosted by the US Tax Cuts and Jobs Act in 2017 as the return on
equity (ROE) on the Nasdaq rose from 18% on average in the previous 10 years (and 11.7% on average over the previous
20 years) to 21%, peaking at 27.5% in Q4 2021. In contrast, US small cap ROE, depicted by the Russell 2000 index on

Fig 3, remained stable at around 2%.
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Fig 4: Return on Equity (%) — Selected Indices
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Source: Bloomberg, MSCI, Ashmore. Data as at 1 May 2024.

In EM there were no tax cuts to companies, so the ROE of small cap companies remained close to its 8% average since
2010. Furthermore, Fig 5 suggests EM valuations remain undemanding. The overall MSCI EM trades at a similar price-to-
sales ratio of US stocks, despite profit margins that are 5x higher. Fig 5 also suggests EM small cap outperformance has
been backed by growth, rather than multiple expansion, as small caps still trade slightly below 1.0x sales, close to the
long-term average and below MSCI EM and US small cap at 1.3x and 1.2x, respectively.

Fig 5: Price to Sales Ratio — Selected Indices
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Source: Bloomberg, MSCI, Ashmore. Data as at 1 May 2024.

Global investors seem to overlook EM small caps in their allocations. This is proving to be a mistake as EM small cap
stocks have risen by 9.3% over the last five years, outperforming both US small cap (up 6.4%) and the broad MSCI EM (up
2.6%) over the same period. Global investors are likely to be underweight US small caps and EM stocks because of the
underperformance against large cap indices. An allocation to EM small cap would reduce the underexposure of both the
small cap market segment and EM geography with one allocation: two birds with one stone.

In fixed income, EM corporates outperformed EM sovereign and global corporates. The Bloomberg Global Agg. And US
Agg. (IG) declined 2.5%, while EM local currency bonds declined only 2.1% (of which 1.3% was due to lower EM
currencies). EM corporate and sovereign IG declined 1.3% and 2.8%, respectively. Within high yield (HY), EM corporates
were down only 0.3%, but sovereigns dropped 1.4%, while US HY was down 0.9% and EU HY -0.1% over the same period.

Commodity prices were virtually unchanged as industrial metals rose close to 12.0%, led by zinc, nickel, and copper
prices, but energy prices declined 1.5% as oil prices were down some 2.5%. Agriculture prices declined close to 2% as the
harvest rebound in Argentina led soybean prices down some 11%, compensating wheat, coffee and rice prices, up 9%,
14% and 15%, respectively. Precious metals rose 3.3% as silver increased 6% and gold 2.5%.

Continued overleaf
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Emerging Markets

EM Asia

China: The Politburo meeting indicated a potential interest rate cut, reserve requirement ratio (RRR) cuts and “digesting
housing stockpile and optimise new housing”. Policymakers stated high-leveraged regions should “both curb debts and
maintain steady development’. They also vowed to be more active, saying “we should avoid slacking off after making
good efforts to concretely consolidate and strengthen the recovery momentum of the economy”. Furthermore, President
Xi Jinping will gather his party in July for a conclave, known as the Third Plenum, to discuss economic reforms. The Third
Plenum typically comes in October or November, when the new leadership is set, but had been delayed to 2024.

Malaysia: Prime Minister Anwar lbrahim will raise government salaries by more than 13% from December, as part of an
MRY 10 bn (USD 2.1 bn) allocation. He stated, “The country’s inflation rate is the lowest in Asia, so we expect that a small
increase may be acceptable” and hopes to counter the weak currency and rise in living costs felt by civil servants. This
decision also comes ahead of a contentious by-election on 11 May in the Selangor region.®

Thailand: The government aims to raise the daily minimum wage to THB 400 nationwide from October and will be
discussed at the tripartite wage committee on 14 May.®

Economic data: Inflation remains well behaved in Indonesia, Korea, Vietnam. Weaker industrial production in Korea.

Indonesia CPI Core YoY April 1.8% 1.8% 1.8%

Indonesia is still benefiting from low inflation
CPI YoY April 3.0% 31% 31% rates, benign inflation dynamics and elevated
real GDP growth levels.

GDP YoY 1Q 51% 51% 5.0%

South Korea Industrial Production YoY March 0.7% 4.6% 4.6% Weak industrial production contrasting with
Industrial Production MoM March -3.2% 0.5% 2.9% recent solid manufacturing export data.
Trade Balance (USD) April 1.5bn 1.0bn 4.3bn
Exports YoY April 13.8% 15.0% 31% Exports to US rose to a record USD 11.4bn.
Imports YoY April 5.4% 6.8% -12.3%
CPI MoM April 0.0% 0.1% 0.1%

Consumer prices decelerated,
CPI YoY April 2.9% 3.0% 31% yet BOK refrained from signalling
loosening policy.

CPI Ex Food & Energy YoY April 2.3% 2.3% 2.4%
Taiwan GDP YoY 1Q 6.5% 6.0% 2.9% Strong rebound by electronic sector
' ' ’ boosting growth.
Thailand Current Account Balance (USD) March 11bn 1.9bn 2.0bn
Exports Yo March 10.2% B 25% Weak shipments of manufactured goods

and delayed agriculture output dragged on
52% _ 31% exports and led to a trade deficit and

1 ts YoY March
mports Yo are lower CA surplus.
Trade Balance (USD) March 1.0bn - 1.7bn
Vietnam Industrial Production YoY April 6.3% - 41%
CPI YoY April 4.4% 4.4% 4.0% Economic data confirms recent recovery.
. . Main issue for markets remains political
Retail Sales YoY April 9.0% - 9.2% uncertainty.
Trade Balance (USD) April 0.7bn 2.0bn 2.9bn

Source information is at the end of the document.

5 See - https://blinks.bloomberg.com/news/stories/SCTEYXTOAFBS
6 See - https://blinks.bloomberg.com/news/stories/SCUIHBTOAFB4
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Latin America

Argentina: The Economic Ministry is discussing a new programme with the International Monetary Fund (IMF), laying out
its new monetary and exchange rate plans. Minister Luis Caputo expects inflation to slow again in May.” The Lower House
approved the first chapter of President Milei's new omnibus bill that expands his executive power over administrative,
financial, economic and energy matters for one year. This includes dissolving special purpose government funds and
privatising companies. These measures have now moved to discussion in the Senate.®

Brazil: Moody’s changed Brazil's outlook to ‘positive’ and affirmed its Baa2 debt rating due to more robust growth and
progress towards fiscal consolidation, boding well for Brazil's debt burden to stabilise.

Colombia: President Gustavo Petro wrote that a package of measures is being prepared to achieve full economic
reactivation.® After the central bank lowered Colombia’s key interest rate by half a percentage point, it raised its estimate
for economic growth this year to 1.4% from 0.8%. However, it cut next year’s forecast to 3.2% from 3.5%.

Panama: Presidential elections took place last weekend, and the result was market-friendly. José Raul Mulino from the
‘Realising Goals’ Party won with 34% of the votes in a ‘first past the post’ context. Mulino was allowed to run in place of
banned former president Ricardo Martinelli. Despite the market-friendly outcome, the government is likely to struggle to
deliver badly-needed meaningful reforms. The Realising Goals Party will have only 13 seats out of 71 and Mulino will likely
need to depend on informal alliances to give him a simple majority, making his the weakest mandate and coalition in
Panama’s recent history. Crucially, it will be unpopular for Mulino to reverse the decision to close the Cobre Panama mine,
responsible for c. 5% of GDP. Its original investor, First Quantum, is seeking compensation in a case that may lead to a
large USD 10bn arbitration (12% GDP), according to specialists. On top of that, Panama needs a thorough fiscal
adjustment and pension plan reforms to stabilise its debt/GDP ratio. The IMF forecasts a fiscal deficit of 4% of GDP and
debt/GDP at 54.1% in 2024.

Venezuela: President Nicolds Maduro announced on Labour Day that he will raise minimum wages by 30% to the
equivalent of USD 130 monthly, in efforts to boost support ahead of the July election.”®

Economic data: Argentina is in deflation. Brazil's external accounts are robust. Chile: soft activity and mining. Colombia
cut rates by 50bps.

Argentina Vehicle Domestic Sales Adefa April 22,450 - 30,176 Lowest in 20 years ex-2020. Deflation impulse.
Government Tax Revenue April 8,664.0bn - 7,726.5bn Tax collection -12.9% yoy in real terms.

Brazil FGV Inflation IGPM YoY April -3.0% -3.2% -4.3% Producer prices deflation diminishing.
Current Account Balance (USD) March -4.6bn -3.1bn -4.5bn Trade: +5.1bn, service -3.7bn; income -6.0bn.
Foreign Direct Investment (USD) March 9.6bn 6.9bn 5.0bn FDI c. 2x the current account deficit.
Total Outstanding Loans (USD) March 5,873bn - 5804bn
Industrial Production MoM March 0.9% 1.4% 0.1%

Accelerated in sequential (mom) terms, but
declined in yoy terms due to base effects.

Industrial Production YoY March -2.8% -2.4% 5.0%
Net Debt % GDP March 61.1% 61.3% 60.9%
Chile Retail Sales YoY March 0.7% 2.9% 3.9% Decline in vehicle sales (~16.5%) dragged
retail sales.
Unemployment Rate March 8.7% 8.7% 8.5% Adjusting for seasonality, unemployment
rate lower.
Manufacturing Production YoY March -21% 2.5% 8.8%

Copper production recovered, but remains
Copper Production Total March 438K - 420K significantly lower than the average
production over the last 10 yrs.

Economic Activity MoM March -0.7% - 0.9%

Economic Activity YoY March 0.8% 21% 4.5%

~

See — https://blinks.bloomberg.com/news/stories/SCQ4Z0T1TUMOW
See - https://blinks.bloomberg.com/news/stories/SCRB19TTUMOW
9 See - https://blinks.bloomberg.com/news/stories/SCP8LATOGTKW
0 See - https://blinks.bloomberg.com/news/stories/SCPX59TOAFB4

©
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Colombia Urban Unemployment Rate March 10.8% 1M1% 11.6%
Maintained pace of monetary easing, based
National Unemployment Rate March 11.3% - 1.7% on reduction of growth outlook concerns
and tightening financial conditions.
Overnight Lending Rate 1 April 11.8% 11.8% 12.3%
Mexico GDP SA QoQ 1Q 0.2% 01% 01% Slight growth ahead of monetary meeting
next week.
GDP NSA YoY 1Q 1.6% 2.3% 2.5% All sectors have posted gains in March.
Remittances Total (USD) March 5.0bn 5.3bn 4.5bn
Gross Fixed Investment YoY February 12.5% 12.7% 14.6%
Peru Lima CPI YoY April 2.4% 2.7% 31%

Source information is at the end of the document.

Central and Eastern Europe

Poland: The 2024-2027 fiscal plan forecasts government debt to rise to 60.5% of GDP in 2026 and 61.3% in 2027, from
53.4% expected in 2024. This exceeds the European Union’s limit of 60% of GDP in 2026. The rising debt stems from
higher defence spending, aid to Ukraine, and energy subsidies. Annual inflation rate is forecasted at 5.2% in 2024,

41% in 2025, 3.3% in 2026 and 2.5% in 2027."

Economic Data: Czechia cut rates 50bps. Hungary prices are soft but increasing. Poland’s CPI a bit better.

Czechia Repurchase Rate 2 May 5.3% 5.3% 5.8% Third consecutive cut to 5.25%

GDP QoQ Q 0.5% 0.4% 0.4% Recovering household spending and

GDP YoY 19 0.4% 0.3% 0.2% investments boosting GDP growth.

Budget Balance (USD) April -153.1bn - -105.0bn Year-to-date deficit 3rd highest over 10 years.
Hungary PPI YoY March -3.0% - -4.3% Smaller deflation due to base effects.

PPl MoM March 01% - 0.5% Manufacting PPl +0.9% mom.

GDP NSA YoY 1Q 11% 1.3% 0.0%

Trade Balance (USD) March 1.5bn - 1.7bn
Poland CPI MoM April 1.0% 11% 0.2% Preliminary CPI lower than expected.

CPI YoY April 2.4% 2.5% 2.0%

Source information is at the end of the document.

Central Asia, Middle East, and Africa

Egypt: Ratings agency Fitch upgraded Egypt’s ‘B-’ sovereign rating outlook to positive from stable.

Nigeria: Ratings agency Fitch upgraded Nigeria’s ‘B-" sovereign rating outlook to positive from stable.

Turkiye: Ratings agency S&P upgraded Tirkiye's sovereign rating one notch to ‘B+’, with a positive outlook. S&P now has
TUrkiye with the same rating as Fitch and two above Moody’s. An upgrade to BB would most likely increase the number

of funds and size that EM investors with risk limits based on credit rating can add to TUrkiye.

Economic data: Saudi GDP improved (still contracting). Turkiye’s inflation remains unanchored.

' See - https://blinks.bloomberg.com/news/stories/SCRL16DWLU68
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Bahrain CPI YoY March 1.0% - 0.6% Highest CPI since February 2023.
Qatar GDP Constant Prices YoY 3Q 1.2% - 1.0%
Saudi Arabia SAMA Net Foreign Assets (SAR) March 1628.4bn - 1545.4bn Non-oil growth eased to slowest pace since
GDP Constant Prices YoY 1Q -1.8% - -4.3% 2020, at 2.8% in yoy terms.
South Africa Trade Balance (SAR) March 7.3bn 16.5bn 13.3bn Narrower surplus as imports increased 6.1% yoy.
Monthly Budget Balance March 2.1bn 11.8bn 20.8bn
Turkey Trade Balance (USD) March -7.3bn -7.5bn -6.8bn I(Qg(g/:t;offl\llg.aztf%t;]s;).exports
Foreign Tourist Arrivals YoY March 15.7% - 22.7%
Price pressures remain elevated, with
CPI MoM April 3.2% 3.4% 3.2% services inflation accelerating to 97% in April,
from 96.5% in April.
CPI YoY April 69.8% 701% 68.5%
CPI Core Index YoY April 75.8% 75.7% 75.2%
PPl MoM April 3.6% - 3.3%
PPI YoY April 55.7% - 51.5%

Source information is at the end of the document.

Developed Markets

Japan: The price action and on the JPY suggests it is very likely that the Ministry of Finance intervened in the currency
twice last week, in our view. The amount of the intervention was estimated to be around JPY 9.0trn, equivalent to

c. 56.75bn assuming a JPY 5.5trn intervention at 159.5 and JPY 3.5trn at 157.4.*

United States: The interesting element of the wage inflation data is that the private sector is still softening, but
government wages are rising. Employment growth remains relatively narrow (state and local government; healthcare;
education; leisure; hospitality). However, construction and industrial jobs are also gaining momentum.

Economic Data: US labour market and confidence softening. EU CPI inflation unchanged from flash PMIs last week.

Country Event Period Actual Survey Prior/Revised | Comments
Eurozone CPI Estimate YoY April 2.4% 2.4% 2.4%
Moderating inflation boosts odds of a rate cut
CPI MoM April 0.6% 0.6% 0.8% cut in June. Services inflation eased to 3.7%
after five months at 4.0%.
CPI Core YoY April 2.7% 2.6% 2.9%
GDP SA QoQ 1Q 0.3% 0.1% -0.1% Top four economies grew faster than expected.
GDP SA YoY 1Q 0.4% 0.2% 0.1%
Unemployment Rate March 6.5% 6.5% 6.5%
Japan Jobless Rate March 2.6% 2.5% 2.6%
Job-To-Applicant Ratio March 1.28 1.26 1.26
Economic data broadly in line with consensus.
Retail Sales YoY March 1.2% 2.4% 4.7%
Industrial Production MoM March 3.8% 3.3% -0.6%
UK Mortgage Approvals March 61.3k 61.5k 60.5k
Nationwide House Px MoM April -0.4% 0.1% -0.2% nghegt in 18 months as porrowmg costs fall,
but prices stagnated again.
Nationwide House Px NSA YoY April 0.6% 1.2% 1.6%

2 See - https://blinks.bloomberg.com/news/stories/SCUPQRTTUMOW
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Initial Jobless Claims 2 May 208k 211k 208k

Continuing Claims 2 May 1,774k 1,795k 1,774k

Employment Cost Index 1Q 1.2% 1.0% 0.9% Key wage indicator: labour market too hot.
Change in Nonfarm Payrolls April 175k 240k 315k Weaker job creation, higher unemployment and
Change in Manuf. Payrolls April 8k 5k -4k Iseodftteor :\:glich)tgﬁyegr:n:gtgess.(3'g% vs 4.1% prior)
Unemployment Rate April 3.9% 3.8% 3.8%

Dallas Fed Manf. Activity April -14.5 -11.2 -14.4 Economic activity surveys were softer than est.
Board Consumer Confidence April 97.0 104.0 1031

ISM Manuf. April 49.2 50 50.3 ISM is the most followed survey by traders.
ISM Prices Paid April 60.9 55.4 55.8 Significant upside surprise on input costs.
Trade Balance (USD) March -69.4bn -69.7bn -69.50n  11ade deficit narrowed slightly as imports
Factory Orders March 1.6% 1.6% 1.2%

Durable Goods Orders March 2.6% 2.6% 2.6% ggri]r;ceigsgst'production data in line with
Durables Ex Transportation March 0.2% 0.2% 0.2%

Source information is at the end of the document.

See page 11 for benchmark performance.
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Benchmark performance

Emerging Markets Month to date Quarter to date Year to date

MSCI EM 21% 2.5% 5.0% 11.6% -4.9% 2.6%
MSCI EM ex-China 0.9% -0.7% 3.3% 18.2% 0.8% 6.0%
MSCI EM Small Cap 0.8% 2.8% 3.9% 221% 3.6% 9.3%
MSCI Frontier 1.3% -1.7% 3.4% 12.6% -2.2% 2.3%
MSCI Asia 2.2% 3.5% 5.9% 9.3% -6.2% 2.6%
MSCI China 5.2% 12.1% 9.7% -2.6% -15.7% -41%
MSCI EMEA 1.2% 1.4% 2.5% 8.6% -5.8% -1.7%
MSCI Latam 3.2% -0.4% -4.4% 17.6% 7.7% 3.8%
MSCI EM Growth 2.3% 2.6% 6.0% 10.6% -8.5% 2.4%
MSCI EM Value 1.8% 2.4% 3.8% 12.7% -0.9% 2.7%
GBI-EM-GD 1.9% -0.3% -2.4% 2.9% -2.7% 0.2%
GBI-EM China 0.4% 0.7% 0.6% 0.7% 0.8% 2.9%
EM FX spot 1.2% -0.1% -2.9% -3.4% -3.7% -3.4%
ELMI+ (1-3m NDF) 11% 0.4% -0.7% 3.4% -0.8% 0.4%
EMBI GD 1.2% -0.9% 11% 9.8% -2.5% 0.4%
EMBIGD IG 1.3% -1.5% -2.3% 0.5% -4.9% -0.4%
EMBI GD HY 11% -0.3% 4.6% 20.1% -0.1% 1.2%
CEMBI BD 0.7% -0.2% 21% 8.0% -0.5% 2.4%
CEMBI BD IG 0.8% -0.5% 0.5% 4.6% -21% 1.2%
CEMBI BD HY 0.6% 0.3% 4.5% 131% 1.7% 3.9%
MSCI ACWI 2.6% -0.8% 7.3% 20.9% 5.0% 10.1%
MSCI World (DM) 2.6% -1.2% 7.6% 22.0% 6.4% 111%
S&P 500 2.9% -1.3% 9.1% 27.2% 8.9% 13.9%
DXY Index* -0.9% 0.7% 3.9% 4.0% 16.6% 7.8%
EUR* 0.7% -0.4% -3.3% -4.0% -5.2% -2.2%
JPY* 1.9% -2.5% -10.5% -17.5% -12.1% -7.4%
CRY Index* -1.3% -0.9% 9.0% 9.9% 13.0% 12.0%
Brent* -51% -4.7% 8.2% 10.7% 7.4% 3.9%
Gold* 0.9% 3.9% 12.3% 14.2% 8.8% 16.1%
Bitcoin* 6.6% -8.8% 50.8% 121.6% 3.4% 198.0%
1-3yr UST 0.5% 0.1% 0.4% 2.5% 0.0% 11%
3-5yr UST 0.9% -0.6% -11% -0.1% -2.1% 0.5%
7-10yr UST 1.6% -1.7% -3.1% -4.0% -4.7% -0.7%
10yr+ UST 2.4% -3.8% -7.0% -9.3% -10.2% -3.3%
10yr+ Germany 1.6% -2.3% -4.7% -0.2% -11.0% -5.7%
10yr+ Japan -0.5% -3.0% -3.9% -8.1% -5.1% -3.2%
Global Agg.** 1.4% -11% -3.2% -1.2% -5.6% -1.3%
US Agg. IG** 1.4% -1.2% -2.0% -0.1% -3.2% 0.1%
EU Agg. IG** 0.7% -0.6% -0.9% 3.8% -4.3% -1.7%
US Corp HY** 11% 0.2% 1.6% 10.7% 1.8% 4.0%
EU Corp HY** 0.2% 0.1% 1.9% 11.0% 1.2% 2.6%

Source and notations for all tables in this document:

Source: Bloomberg, JP Morgan, Barclays, Merrill Lynch, Chicago Board Options Exchange, Thomson Reuters, MSCI. Latest data available on publication date.

*Price only. Does not include carry. **Global Indices from Bloomberg. Price to Earnings: 12 months blended-forward.

Index Definitions: VIX Index: Chicago Board Options Exchange SPX Volatility Index. DXY Index: The Dollar Index. CRY Index: Thomson Reuters/CoreCommodity CRM Commodity Index.
Figures for more than one year are annualised other than in the case of currencies, commodities and the VIX, DXY and CRY which are shown as percentage change.

Continued overleaf 1



WEEKLY INVESTOR RESEARCH

Ashmore

Contact

Head office Bogota Mumbai Tokyo Bloomberg page
Ashmore Investment T: +57 1 316 2070 T: +9122 6269 0000 T: +81 03 6860 3777 Ashmore <GO>
Management Limited Dubai New York Fund prices

61 Aldwych, London T: +971 440 195 86 T: +1 212 6610061 Other locations www.ashmoregroup.com
WC2B 4AE Dublin Riyadh Lima E'Toggqr:erg

T: +44(0)20 3077 6000 T: +353 1588 1300 T: +966 11 483 9100 Shanghai Reuters

X @AshmoreEM Jakarta Singapore S&p
www.ashmoregroup.com T: +6221 2953 9000 T: +65 6580 8288 Lipper

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 Management Limited © 2024.

Important information: This document is issued by Ashmore Investment Management Limited (Ashmore), which is authorised and regulated
by the Financial Conduct 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. Past performance is not a reliable indicator of future results. This document does not constitute and may not be relied upon
as constituting any form of investment advice and prospective investors are advised to ensure that they obtain appropriate independent
professional advice before making any investment.
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