Issued: 13 January 2025

WEEKLY INVESTOR RESEARCH

The US Treasury yield wrecking ball
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¢ Strong jobs data last week led to higher US yields and put further pressure on
global equities.

¢ Qil rose above USD 80.

* China posted another record trade surplus in December.

e Moody’s upgraded Argentina’s foreign currency ceiling from Caa3 to Caal.

e Fitch upgraded El Salvador’s credit rating from CCC+ to B-.

¢ In Croatia, President Milanovic was re-elected in a landslide victory.

¢ General Joseph Aoun wins the presidency in Lebanon after a second-round.

e Ecuador announces general election in February, Gabon’s presidential election
expected in March.

¢ A tax amnesty programme in Morocco generated USD 12.7bn in declared assets.
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Last Week Performance and Comments

m eV qu‘"ty)‘ 1yr BF C?lg:ge

GBI-EM GD 6.42% -0.4% MSCI EM -1.5%
GBI-EM FX Spot = = = -0.2% MSCI EM ex-China 12.8 -0.4%
ELMI+ 7.71% & - 0.0% MSCI EMEA 101 -0.4%
EMBI GD 7.99% -1 319 bps -0.7% MSCI Latam 81 1.0%
EMBI GD ex-default ~ 7.28% 14 249 bps  -0.7% MSCI EM Asia 12.4 -1.8%
EMBIGD IG 6.07% 15 121bps  -1.0% MSCI China 9.4 -4.3%
EMBI GD HY 10.16% 12 542 bps -0.4% MSCI India 21.5 -3.8%
EMBI HY ex-default 8.40% 13 366 bps -0.4% MSCI EM Growth 16.5 -1.8%
CEMBI BD 7.04% il 234 bps -0.3% MSCI EM Value 8.8 -1.2%
CEMBIBD IG 5.92% 12 123 bps -0.5% MSCI EM Small Cap 185 -2.5%
CEMBI BD HY 8.54% 8 384 bps -01% MSCI Frontier 8.8 -0.7%

* EM local bonds dropped 0.4% as the dollar
rose further

* EMBI GD down 0.7% as USTs rose

* EM equities sold-off in line with DM, led by
a strong sell-off in China and India.

Change da PE 5da

2yr UST 4.41% -0.1% MSCI ACWI -1.6%
5yr UST 4.61% 18 = -0.5% MSCI World (DM) 19.0 -1.6%
10yr UST 4.79% 16 = -11% S&P 500 21.4 -0.7%
30yr UST 4.98% 12 = -2.0% VIX Fut.** 19.8% 3.2%
10yr Germany 2.62% 17 - -2.2% DXY Index** 109.9 1.5%
10yr Japan 1.20% il - -1.0% EUR* 1.021 -1.8%
Global Agg.*** 3.83% 12 35bps  -1.0% JPY* 157.4 0.1%

US Agg. IG*** 5.52% 16 77 bps  -0.9% CRY Index** 306.0 31%

EU Agg. IG*** 3.39% 12 85bps -0.8% Brent** 81.0 6.2%
US Corp HY*** 7.52% 13 274 bps -0.3% Gold** 2,688 2.0%
EU Corp HY*** 6.22% 18 320 bps -0.5% Bitcoin** 93,655 -0.9%

Source & Notations: See end of document.

¢ USTs yields rose across maturities as markets

priced out cuts and raised expectations of
higher longer-term rates

e Commodities rallied, oil moved 6.2% higher

on both strong demand and supply concerns

with new US sanctions on Russian oil
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Global Macro

Strong US jobs data last week led to a rise in inflation expectations and another leg up in yields. Non-farm payrolls
increased by 256k in December, beating the consensus estimate of 165k. The three-month moving average of payrolls is
now at 170k, from 113k in August, and the six-month average rose to 165k from 142k, the first rise since May 2024. The
unemployment rate also fell to 4.1%, a sign the US labour market is stabilising. The yield curve continued to steepen, driven
also partially by expectations that US Treasury issuance under President Trump will be weighted more heavily toward the
long end of the curve.

The market is now pricing only 25 basis points (bps) cut this year. Last week Bank of America joined the cohort of sell-side
banks calling for no more cuts in 2025 which includes BNP Paribas and Deutsche Bank. The conversation could move to
rate hikes if the core personal consumption expenditures (PCE) index moves above 3% and expectations de-anchor. The
University of Michigan’s one-year inflation forecast surged from 2.8% to 3.3%, albeit the expectation was highly skewed

by Democrat Party members who now sees inflation at 4.3% (from 1.5% in September) whilst republicans see inflation

at 0.1% (from 3.6% in September).

While the strength of the US economy presumably makes markets more sensitive to an inflation upside surprise in this
week’s consumer price index (CPI) release, the yield levels reached further out on the curve seem to have generated an
uptick in natural demand for bonds. The bigger pressure points from a positioning standpoint seem to be US equities,
where there is growing nervousness that we are on the cusp of higher yields triggering a larger wave of systematic selling.

The S&P 500 rose by more than 20% in each of the past two years. This has happened just four times in the past 150 years,
and on only one of those occasions did the index rise further in the third year, which was in the long bull market of the
1990s. However, yields were grinding lower in this period, and it appears that with bond yields and stocks now firmly
inversely correlated since December, a further leg up for equities will be difficult if yields rise. A second wave of inflation
and more issuance of long-term Treasuries presents the biggest risk to the US exceptionalism consensus.

Commodities

QOil prices rose to a three-month high, now trading above USD 81 per barrel. Strong Chinese demand, cold weather in the
US and Europe, lower US inventories and strong US economic data were driving demand. On the supply side, the latest
batch of US sanctions put pressure on Asian buyers of Russian crude. The reversal took place at the end of 2024 when
oil positioning was extremely light.
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EM Asia

Economic data

No inflation in Asia. Indo FX reserves solid.

China Foreign Reserves (USD) Dec 3,202.36bn  3,250.00bn  3,265.86bn
CPI (YoY) Dec 0.1% 0.1% 0.2% « Deflation persists, PPl negative for the third
year, with CPI surprising to downside.
PPI (YoY) Dec -2.3% -2.4% -2.5%
Money Supply M2 (YoY) Dec - 7.3% 71%
India Industrial Production (YoY) Nov 5.2% 41% 3.7% * Industrial output rises fastest since May.
Indonesia Foreign Reserves (USD) Dec 155.7bn - 150.2bn * Despite FX sales. Higher tax + oil&gas receipts.
Malaysia Foreign Reserves (USD) Dec-31 116.2bn - 118.1bn
Industrial Production (YoY) Nov 3.6% 2.5% 2.0%
South Korea BoP Current Account Balance (USD) Nov 9,299.4m - 9,783.6m e Surplus narrows on foreign travel spending.
Taiwan CPI (YoY) Dec 21% 21% 21%
Thailand CPI (YoY) Dec 1.2% 1.4% 1.0% * Inflation is expected to rise more than 1.0% in
1Q due to increased fuel and food prices.
CPI Core (YoY) Dec 0.8% 0.9% 0.8%
Gross International Reserves (USD) Jan-03 236.4bn - 237.1bn
Vietnam GDP YTD (YoY) 4Q 71% - 6.8% * Prime minister targeting 8% GDP growth for
2025, however, tariffs would be main risk.
CPI (YoY) Dec 2.9% 3.0% 2.8%
Domestic Vehicle Sales (YoY) Dec -24.6% - 49.8%

Source information is at the end of the document.

Commentary

China: December’s trade surplus reached a record USD 104.8bn, exceeding the consensus estimate of USD 100bn, as
both imports and exports outperformed expectations. The People’s Bank of China (PBoC) continued to tighten liquidity in
the onshore market with the seven-day repo fixing rising 32bps as tax payments approach and the PBoC limits the size of
its open market operations. Meanwhile, the USD/CNY fixing came in slightly lower at 71885 (-6 pips), signalling the central
bank’s ongoing efforts to stabilise the currency. To address RMB weakness, the PBoC has announced measures to
increase cross-border macro adjustment parameters, enabling more cross-border financing, and collaborated with the
Hong Kong Monetary Authority to establish a RMB 100bn trade finance facility.

Chinese companies Tencent, an internet conglomerate, and Contemporary AMP (CATL), a global leader in the production
of lon batteries were added to the US Defence Department list as a ‘Chinese Military Company’. Both companies have
publicly refuted the claims and highlighted they are neither military companies nor suppliers. Both are seeking to appeal
the decision and to be removed from the list. There have been cases of successful repeals in the past. The US Defence
Department list is not related to OFAC’s Special Designated Nationals (SDN) List. This is managed by the Treasury’s Office
of Foreign Assets Control and often triggers sanctions and prohibitions.

Indonesia: Bank Indonesia continues to “guard the currency’s stability” through interventions in the spot, domestic
non-deliverable forward and bond markets. The central bank’s Director for Monetary and Asset Securities Management,
Edi Susianto, told Bloomberg “we are in the markets to ensure the balance of foreign exchange supply and demand to
maintain market confidence.”
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Latin America

Economic data

CPl inflation remains sticky in Brazil and Colombia, converging to target in Mexico.

Argentina Vehicle Domestic Sales Adefa Dec 49,462 - 40,118 * Highest since 2018, on confident consumer.
Brazil Trade Balance Monthly (USD) Dec 4,803m 3,345m 6,873m
Industrial Production (YoY) Nov 1.7% 1.4% 5.9%
Retail Sales (YoY) Nov 4.7% 4.7% 6.7% * Retail sales slowed mom as higher rates hit
I 5 5 5 consumer, but price pressures remain, led by
Retail Sales (MoM) Nov -0.4% -0.3% 0.4% food. Exception was lower house costs.
IBGE Inflation IPCA (YoY) Dec 4.8% 4.8% 4.9%
IBGE Inflation IPCA (MoM) Dec 0.52% 0.53% 0.39%
Chile Trade Balance (USD) Dec 2,390m 2,500m 1,383m
CPI YoY Chained Dec 4.5% 4.7% 4.2% * Prices dropped mom, but electricity tariffs and
CLP depreciation to raise CPlin Q1.
CPI (MoM) Dec -0.20% 0.00% 0.20%
Colombia Consumer Confidence Index Dec -3.4 - -5.7
CPI (MoM) Dec 0.46% 0.42% 0.27% * Non-core items, food and government
regulated prices keeping inflation stickier.
CPI (YoY) Dec 5.20% 516% 5.20%
Ecuador CPI (YoY) Dec 0.53% - 1.51%
Mexico International Reserves Weekly (USD)  Jan-03 229,017m - 228,789m
CPI (MoM) Dec 0.38% 0.38% 0.44%
CPI Core (MoM) Dec 0.51% 0.50% 0.05%
CPI (YoY) Dec 4.2% 4.2% 4.6% ¢ Inflation decelerating but remains above
- target of 3% +/- 1%. MXN depreciation keeps
Bi-Weekly CPI Dec-31 0.04% 0.03% 0.42% pressure on core prices, which accelerated
Bi-Weekly Core CPI Dec-31 0.06% 0.04% 0.50% in December as expected.
Bi-Weekly CPI (YoY) Dec-31 4.0% 4.0% 4.4%
Industrial Production NSA (YoY) Nov -1.4% -1.4% -21%
Peru Reference Rate Jan-09 4.75% 4.75% 5.00% » Forward guidance points to pause from Feb.

Source information is at the end of the document.

Commentary

Argentina: Moody’s raised Argentina’s local currency ceiling from Caal to B3 and its foreign currency ceiling from Caa3 to
Caal. This allows corporates to be upgraded several notches above the sovereign, which is rated Ca by Moody’s. The
upgrade reflects greater predictability and consistency in economic policy, which has led to a rapid reduction in monetary
and fiscal imbalances. Moody’s said the Argentinian government has eased restrictions on cross-border payments and
foreign exchange (FX) convertibility, increasing foreign currency liquidity. There has also been a shift toward reducing the
role of the state in the economy, with fewer interventionist policies that lower the risk of transfer and convertibility issues
in the event of a sovereign debt default.

Ecuador: A presidential election will be held on 9 February. To win in the first round, a candidate needs at least 40% of
the vote and a 10% margin over the second candidate. According to limited polls, the incumbent President Daniel Noboa
is likely to win a second term in office, most likely after a second-round vote on 13 April.
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Latin America (continued)

El Salvador: Fitch upgraded El Salvador’s long and short-term credit ratings from CCC+ to B- with a stable outlook.
The upgrade reflects lower financing needs and easing of financing constraints after regaining market access and more
International Monetary Fund (IMF) support. The new IMF programme is expected to support fiscal consolidation and
the reduction of outstanding short-term debt owed to domestic banks.
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Central and Eastern Europe

Economic data

Hungary PPI (YoY) Nov 7.9% - 2.6% e Caused by HUF weakening vs EUR, and energy.
Romania PPI (YoY) Nov -0.4% - -31%
Trade Balance (EUR) Nov -2,837.7m - -3,730.6m
Retail Sales (YoY) Nov 9.2% - 10.6% * Retail growth peaked in Sep, but still v strong.
GDP (YoY) 3QF 1.2% 11% 11%

Source information is at the end of the document.

Commentary

Croatia: President Zoran Milanovi¢ was re-elected in a landslide victory with 74.7% of the vote against HDZ candidate
Primorac who won 25.3%, broadly in line with exit polls. Milanovic has been one of Croatia’s most polarising political
figures. While the presidency is largely ceremonial, Milanovic is known for his outspoken leadership style and controversial
statements. This represents a strong blow to the HDZ (The Croatian Democratic Union) and the government, a proof that
people are dissatisfied with them.
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Central Asia, Middle East & Africa

Economic data

Africa’s reformists making further progress.

Egypt Urban CPI (YoY) Dec 241% - 25.5% ¢ Inflation continues march downwards, from
36% in February 2024.

CPI Core (YoY) Dec 23.2% - 23.7%
Qatar GDP Constant Prices (YoY) 3Q 2.0% - 0.8% * GDP growth rose above 2.0% for the first time
since March 2023.
CPI (YoY) Nov 1.0% - 0.8%
South Africa Manufacturing Prod NSA (YoY) Nov -2.6% - 0.9%
Manufacturing Prod SA (MoM) Nov -11% - 0.8%
Turkey Industrial Production (MoM) Nov 2.9% - -0.9% e Energy and non-durable drove gains.
Industrial Production (YoY) Nov 1.5% - -31% * Investment activity might start recovering.

Source information is at the end of the document.

Commentary

Gabon: Reuters initially reported that Gabon'’s transition leader, General Brice Oligui Nguema, announced elections for
22 March, only to retract the report an hour later. However, Jeune Afrique suggests the 22 March date may still be
officially confirmed in the coming days. A Q1 presidential election is anticipated, given the success of the constitutional
referendum last month. This election should mark the end of the transition period of military rule since the previous
president was ousted in August 2023.

Nguema has also revealed that Gabon has sought technical assistance from the IMF to assess its financial situation,
potentially paving the way for a broader economic programme. Nguema'’s buy-in for an IMF programme is seen as pivotal,
as he is widely expected to secure the presidency. The combination of a successful election and a robust economic
framework could signal a turning point for Gabon, laying the groundwork for stability and growth in the post-transition era.

Ghana: President John Mahama has scrapped seven government ministries to 23 as part of a cost-saving measure under
the IMF’s austerity programme.

Lebanon: General Joseph Aoun, the chief of the Lebanese Armed Forces (LAF), was elected president in two rounds,
securing an absolute majority of votes. This was the first time the consensus candidate has won the presidency in
Lebanon since the country’s civil war ended in 1990. Aoun is seen as a pro-west/Saudi candidate, which will help with the
reconstruction of the state, although is considered as less hardline on the Hezbollah faction than some. The next step
will be to elect a Prime Minister. Lebanese bonds have risen rapidly in recent weeks, but the timeline towards an IMF
programme and eventual restructuring remains lengthy, and the state of Lebanon’s finances is difficult to discern after
years of Hezbollah rule.

Morocco: A tax amnesty programme has generated USD 12.7bn in declared assets, with direct revenue of USD 600m
for the state treasury in 2024. This programme targeted individuals who had not declared taxable profits and income
in Morocco before January 2024.
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Developed Markets

Economic data

Stronger US service sector and job markets surveys.

Eurozone CPI Estimate (YoY) Dec P 2.4% 2.4% 2.2%
CPI (MoM) Dec P 0.4% 0.4% -0.3%
CPI Core (YoY) Dec P 2.7% 2.7% 2.7%
Unemployment Rate Nov 6.3% 6.3% 6.3%
Consumer Confidence Dec F -1,450.0% - -1,450.0%
Japan Monetary Base (YoY) Dec -1.0% - -0.3%
United States  Factory Orders Nov -0.4% -0.3% 0.5%
Durable Goods Orders Nov F -1.2% -0.5% -11% e Weak durable goods & factory orders.
Durables Ex Transportation Nov F -0.2% 0.2% -0.1%
Trade Balance (USD) Nov -78.2bn -78.3bn -73.6bn
ISM Services Index Dec 54.10 53.50 52.10 * ISM services up on higher new orders.
ISM Services Prices Paid Dec 64.4 57.5 58.2
Initial Jobless Claims Jan-04 201k 215k 211k * Claims the lowest in many months, while
continuing claims remained higher.
Continuing Claims Dec-28 1,867k 1,860k 1,834k
JOLTS Job Openings Nov 8,098k 7,740k 7,839k * Stronger job openings in November, gave
- some credence to thesis that companies
JOLTS Job Openings Rate Nov 4.80% 4.60% 4.7% may have been waiting election to hire.
JOLTS Quits Level Nov 3,065k - 3,283k
JOLTS Quits Rate Nov 1.90% - 21% * However, lower quits and higher layoffs
balanced the overall report.
JOLTS Layoffs Level Nov 1,765k - 1,748k
JOLTS Layoffs Rate Nov 110% - 11%
Change in Nonfarm Payrolls Dec 256k 165k 227k e Payrolls stronger since March on private
sector boost. Drove yields higher and put
Change in Private Payrolls Dec 223k 140k 194k further pressure on US stocks.
Change in Manufacturing Payrolls Dec -13k 5k 22k
Unemployment Rate Dec 41% 4.2% 4.2%

Source information is at the end of the document.
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Benchmark Performance

Emerging Markets Month to date Quarter to date Year to date

MSCI EM -1.6% -1.6% -1.6% 9.4% -2.5% 1.0%
MSCI EM ex-China 0.1% 0.1% 0.1% 6.5% 0.0% 4.3%
MSCI EMEA 0.4% 0.4% 0.4% 6.4% -6.7% -2.2%
MSCI Latam 0.6% 0.6% 0.6% -23.4% 31% -3.3%
MSCI Asia -2.2% -2.2% -2.2% 141% -2.3% 1.7%

MSCI China -6.2% -6.2% -6.2% 18.4% -7.9% -5.3%
MSCI India -2.3% -2.3% -2.3% 8.1% 5.3% 11.6%
MSCI EM Growth -1.7% -1.7% -1.7% 12.1% -41% 0.4%
MSCI EM Value -1.5% -1.5% -1.5% 6.6% -0.8% 1.6%

MSCI EM Small Cap -2.7% -2.7% -2.7% 3.3% 1.5% 7.9%

MSCI Frontier 0.5% 0.5% 0.5% 8.2% -2.9% 1.8%

GBI-EM-GD -0.4% -0.4% -0.4% -1.8% -0.8% -2.0%
GBI-EM China -0.3% -0.3% -0.3% 5.2% 0.3% 3.4%
EM FX spot -0.5% -0.5% -0.5% -6.8% -3.9% -4.6%

ELMI+ (1-3m NDF) 0.0% 0.0% 0.0% -0.2% -0.1% -0.4%

EMBI GD -0.4% -0.4% -0.4% 8.0% -0.4% -0.1%
EMBI GD IG -11% -11% -11% 1.0% -4.4% -1.9%
EMBI GD HY 0.2% 0.2% 0.2% 15.2% 3.9% 1.7%

CEMBI BD -0.2% -0.2% -0.2% 7.7% 1.2% 2.0%
CEMBI BD IG -0.4% -0.4% -0.4% 5.1% -0.9% 0.6%
CEMBI BD HY 0.1% 0.1% 0.1% 11.5% 41% 3.9%

Global Backdrop Month to date Quarter to date Year to date

MSCI ACWI -0.9% -0.9% -0.9% 17.1% 5.8% 9.7%
MSCI World (DM) -0.8% -0.8% -0.8% 18.0% 6.8% 10.8%
S&P 500 -0.9% -0.9% -0.9% 23.5% 9.3% 14.0%
DXY Index** 1.3% 1.3% 1.3% 7.3% 5.1% 2.5%
EUR* -1.5% -1.5% -1.5% -8.3% -5.4% -31%
JPY* -0.3% -0.3% -0.3% -12.1% -14.0% -9.5%
CRY Index** 31% 31% 31% 15.7% 8.0% 10.8%
Brent** 8.5% 8.5% 8.5% 3.5% -1.4% 4.8%
Gold** 2.4% 2.4% 2.4% 30.7% 13.8% 1.7%
Bitcoin** -0.1% -0.1% -0.1% 118% 29.8% 63.0%
1-3yr UST -01% -01% -01% 4.0% 1.5% 1.3%
3-5yr UST -0.6% -0.6% -0.6% 21% -0.4% 0.3%
7-10yr UST -1.2% -1.2% -1.2% -0.8% -4.0% -1.8%
10yr+ UST -2.3% -2.3% -2.3% -5.9% -11.4% -5.9%
10yr+ Germany -3.3% -3.3% -3.3% -2.9% -11.4% -6.9%
10yr+ Japan -1.0% -1.0% -1.0% -7.8% -6.1% -41%
Global Agg.*** -1.3% -1.3% -1.3% -1.5% -4.5% -2.2%
US Agg. IG*** -1.0% -1.0% -1.0% 1.2% -2.2% -0.6%
EU Agg. IG*** -1.3% -1.3% -1.3% 2.5% -3.3% -1.9%
US Corp HY*** 0.0% 0.0% 0.0% 8.7% 3.3% 41%
EU Corp HY*** -0.5% -0.5% -0.5% 8.3% 2.8% 2.8%

Source and notations for all tables in this document: Source: Bloomberg, JP Morgan, Barclays, Merrill Lynch, Chicago Board Options Exchange, Thomson Reuters, MSCI.
As at latest data available on publication date. *EMBI GD and EMBI GD HY Yield/Spread ex-default yields and spreads calculated by Ashmore. Defaulted EMBI securities includes:
Ethiopia, Ghana, Lebanon, Sri Lanka, and Venezuela. **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.
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Explore Further Insights

Annual Outlook

2025 Emerging Markets

Outlook

4 December 2024
By Gustavo Medeiros and Ben Underhill

The theme of our 2024 Qutlook was a hit. The positive effects of post-pandemic structural reforms and fiscal
Emerging market (EM) economies’ discipline have been visible in the last two years’ economic data, with
EM GDP growth consistently surprising to the upside. Economic
fundamentals improving alongside credit metrics in most countries
meant we saw far more sovereign credit rating upgrades than

newfound resilience had more legs this
year, despite a lacklustre performance

from China. downgrades this year. We expect this trend to continue into 2025.
% On the flip side, countries that neglected fiscal discipline and approved
detrimental reforms - like Brazil and Mexico - struggled.
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