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Q3 EM OUTLOOK - YTD REVIEW
EMD RESILIENCE: FLUKE OR FEATURE?

Prepared by Global Evolution as of July 03, 2025. See pp. 8-10 for definitions.

▪ EMD proved resilient in a volatile environment with strong year-to-date returns, outperforming DM peers such as US HY (LHS).

▪ Tactically, the strong performance of EM Debt is symptomatic of an environment shaped by peak US exceptionalism and elevated,

but declining policy uncertainty (RHS).

▪ Structurally, 3 DM-centric regime shifts support the relative performance of EMD: High, but not extreme policy uncertainty &

geopolitical risks driven out of DM, developed worlds newfound fiscal largesse and a tightening EM-DM inflation gap.



Q3 EMD OUTLOOK – IN A NUTSHELL
EMD & THE THREE PEAKS
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▪ MACRO: Three reasons to be constructive

I. Peak US exceptionalism, cont’d: Growth gap between the US and EM has widened as outlined
in our Q2 outlook (RHS) due to “unintended” consequences of Trump 2.0 (confidence shock,
front loading and shifting fiscal balance of power. As the RoW has stimulated more than the US
lately (both in monetary and fiscal terms), we think this theme has legs.

II. Peak policy uncertainty: Trade policy uncertainty and geopolitical risks are likely to trend lower
as Trump’s focus shifts towards the less disruptive part of his agenda (tax policy, deregulation).

III. Peak growth pessimism: Growth expectations & sentiment bottoming out together with soft
data. Hard data could weaken over the coming months, but markets should look through this,
provided policy signals point towards easing.

• MAIN RISK: This stagflationary feeling... The coming months might see US inflation
temporarily spike due to tariffs and growth slow as frontloading effects reversing.

▪ MARKETS: Buy into weakness

▪ More growth rebalancing away from US, monetary easing and peak policy uncertainty provides
a fertile ground for EMD returns.

▪ We keep a strategic preference for LC, while being neutral tactically after a strong run for
EMFX year-to-date.

▪ Policy-driven markets: As long as policy uncertainty declines, we remain in buy-the-dip mode.

▪ Uncertainty reigns & structural shifts abound. Range of outcomes remain wide and vol high.

Prepared by Global Evolution as of July 03, 2025. See pp. 8-10 for definitions. 



Q3 EMD OUTLOOK - MACRO PLAYBOOK
PEAK GROWTH PESSIMISM
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Prepared by Global Evolution as of July 03, 2025. See pp. 8-10 for definitions. 

▪ US consensus growth expectations are bottoming out, US tax bill might be more expansionary than previously thought (LHS).

▪ US soft data softening no more & growth indicators have shown remarkable resilience (RHS), despite elevated policy

uncertainty. Hard data (labour market & consumption) will weaken further, but markets should be able look through this,

provided the policy backdrop continues to improve.

▪ That said, we could see some near-term “pay-back” from front-loading US imports.



Q3 EMD OUTLOOK - MACRO PLAYBOOK
MONETARY CONDITIONS EASING
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Prepared by Global Evolution as of July 03, 2025. See pp. 8-10 for definitions.

▪ While DM inflation should level off above central bank targets, EM is by-and-large back at pre-pandemic levels (LHS)

▪ Cutting cycle to be continued in EM and DM.

▪ Monetary conditions easing (RHS) amid central bank cuts, improving credit impulse & weak USD.

▪ Unbalances easing cycle: More easing outside the US, supporting growth rebalancing away from the US.



Q3 EMD OUTLOOK - MACRO PLAYBOOK
PEAK POLICY UNCERTAINTY – WHAT IT MEANS FOR EMD
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▪ We believe tariff uncertainty peaked around April and the US effective tariff rates will be negotiated down below 20% → declining

US recession risk.

▪ In our view, policy uncertainty & geopolitical risks and should mean revert towards high, but not extreme levels (light blue bar/ LHS).

▪ Better than feared: In such an environment, both local currency EM debt and frontier EM debt tend to perform (RHS).

▪ Policy uncertainty shock is more limited in EM as compared to DM, arguing for more real economic downside risks in DM.

Prepared by Global Evolution as of  July 03, 2025. See pp. 8-10 for definitions. 



Q3 EMD OUTLOOK – MARKET EXPECTATIONS
EM RISK: BUY THE DIP
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▪ Our contrarian GE Risk Index triggered a positive signal for EM risk in April (LHS) → solid EMD 12M return expectations (carry-driven).

▪ Tactical signals point to limited risk of spread widening overshadowing carry as main return driver in hard currency debt.

▪ Resilient global growth in the context fo peak US exceptionalism → further Dollar weakness & and EM FX strength on a 12M horizon.

Prepared by Global Evolution as of  July 03, 2025. See pp. 8-10 for definitions. 



DEFINITIONS
8

Abbreviation Definition

EMD Emerging Market Debt

DM Developed Markets

LHS Left hand side

RHS Right hand side

PCE Personal Consumption Expenditure

mb/d Million barrels per day



9

Index Definition

Index Returns

2024 2023 2022 2021 2020

J.P. Morgan EMBI GD
is the J.P. Morgan EMBI Global Diversified Index (EMBI GD): The index is a market capitalization-weighted total return index of hard currency
(USD, EUR, GBP) denominated Brady bonds, loans, Eurobonds and local market debt instruments traded in emerging markets. 6.54 11.09 -17.78 -1.80 5.26

J.P. Morgan GBI-EM GD 

is the J.P. Morgan Government Bond Index for Emerging Markets Global Diversified (J.P. Morgan GBI EM GD) : The index is a comprehensive

global local emerging markets index, and consists of regularly traded, liquid fixed-rate, domestic currency government bonds to which

international investors can gain exposure.
-2.38 12.70 -11.69 -8.75 2.69

50/50 Blended 
(EMBIGDGBIEMGD) is a 50/50 blended benchmark of J.P. Morgan GBI-EM GD and EMBI GD used for Global Evolution strategies with both 
hard currency and local currency exposure. 2.01 11.92 -14.75 -5.32 4.02

J.P. Morgan CEMBI Broad 
Diversified HY

is a market capitalization weighted index consisting of US dollar denominated emerging market high yield corporate bonds. 11.67 11.17 -9.77 2.05 6.61

J.P. Morgan EMBI Global 
Diversified HY

is a sub index consisting of the high yield part of J.P. Morgan EMBI Global Diversified Index (EMBI GD): The index is a market capitalization-

weighted total return index of hard currency (USD, EUR, GBP) denominated Brady bonds, loans, Eurobonds and local market debt instruments

traded in emerging markets.
13.00 15.38 -15.68 -1.45 0.80

J.P. Morgan CEMBI BD 
is the J.P. Morgan Corporate Emerging Market Bond Index Broad Diversified, which track USD denominated debt issued by emerging market

corporations. CEMBI BD is a granular asset class with 1,331 bonds of 609 different issuers from 52 different countries.
7.63 9.08 -12.26 0.91 7.13

ICE BofaML

ICE BofaML Local Emerging Markets Non-Sovereign Index tracks the performance of local currency emerging markets non-sovereign debt publicly

issued in the international markets. The index includes corporate and quasi-government debt, but excludes sovereign, central bank and

supranational debt.
8.42 9.43 -11.08 0.83 8.80

Bloomberg Barclays Asia 
Credit BBB+ and above

The Bloomberg Barclays Asia Credit BBB+ and above index is a customized Index which contains Asia Credit securities with a minimum rating of

BBB+
4.04 6.84 -9.67 -0.50 6.78

J.P. Morgan EMBI Global 
Diversified IG

is a sub index consisting of the investment grade part of J.P. Morgan EMBI Global Diversified Index (EMBI GD): The index is a market

capitalization-weighted total return index of hard currency (USD, EUR, GBP) denominated Brady bonds, loans, Eurobonds and local

market debt instruments traded in emerging markets.
0.32 7.08 -19.76 -1.93 8.92

S&P 500
is the Standard & Poor's 500 Index: The index is a market-capitalization-weighted index of the 500 largest U.S. publicly traded companies

by market value. The index is widely used as benchmark as reference of large-cap U.S. equities.
23.31 24.23 -19.44 26.89 16.26

US DXY
is a measure U.S. Dollar index, which tracks the value of the U.S. dollar relative to the value of a basket of currencies of the majority of

the U.S.'s most significant trading partners.
7.06 -2.11 8.21 6.37 -6.69

IMPORTANT INFORMATION
There will be significant differences between a client portfolio’s investments and the index. Indices may or may not reflect the reinvestment of dividends; interest or capital gains and the indices are not subject to any of the incentive allocation,
management fees or expenses to which a client portfolio may be subject. It should not be assumed that the client portfolio will invest in any specific securities that comprise the index, nor should it be understood to mean that there is a
correlation between a client portfolio’s returns and the indices. Nor can one assume that correlations to the indices based on historical returns will persist in the future. The Index is included for informational purposes only.

BENCHMARK AND INDICES 
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Index Definition

Index Returns

2024 2023 2022 2021 2020

WTI Crude Oil is the West Texas Intermediate, also known as Texas light sweet and is a grade of crude oil used as a benchmark in oil pricing. 0.10 -10.73 6.71 55.01 -20.54

LMEX is the London Metal Exchange (LME) index which is a commodities exchange in London, England, that deals in metal futures. 3.81 -5.57 -11.51 31.85 20.09

10 yr UST Bloomberg US Government 10 Year Term Index Total Return. -3.68 0.53 -13.93 -5.51 7.52

J.P. Morgan NEXGEM 

is J.P. Morgan’s Next Generation Markets Index: The index tracks dollar-denominated government bonds issued by frontier markets. It is

a fixed-income benchmark that provides exposure to non-investment grade rated, smaller, less liquid population of emerging market

economies. The index closely follows the methodology of EMBI GD.
11.37 21.01 -18.45 -1.32 2.71

MSCI EM

is Morgan Stanley Capital International (MSCI) index for Emerging Markets: The index is used to measure equity market performance in

global emerging markets. The index captures large and mid representation across 24 EM countries and covers approx. 85% of the free

float-adjusted market capitalization in each country.
7.50 9.83 -20.09 -2.54 18.31

Bloomberg Global Bonds

is the Bloomberg Barclays Global aggregate Index that is a flagship measure of global investment grade debt from measured from 24 local

currency markets. It is a multi-currency benchmark which includes treasury, government-related, corporate and securitized fixed-rate

bonds from developed and emerging markets issuers.
-1.69 5.72 -16.25 -4.71 9.20

J.P. Morgan - Corporate 
EMBI Broad Diversified 
Maturity 1-3 years

J.P. Morgan Corporate EMBI Broad Div. Maturity 1-3: is a US dollar denominated Emerging Market Corporate Bond Index that represents short

duration corporate debt with a duration of up to 3 years.
8.48 8.00 -7.77 1.80 5.12

1/3 J.P. Morgan EMBI GD + 
1/3 J.P. Morgan GBI-EM GD 
+ 1/3 J.P. Morgan CEMBI BD

This is a combined benchmark of the three indices EMBI GD, GBI-EM GD and CEMBI BD, each making up a third. This benchmark captures both

the sovereign bonds market in hard and local currencies as well as the corporate bonds market for corporates denominated in USD, meaning it

covers a wide spectrum of the emerging market.
3.86 11.01 -13.87 -3.26 5.12

50% J.P. Morgan EMBI GD IG 
+ 50% J.P. Morgan CEMBI 
BD IG

This is a 50/50 blended benchmark of J.P. Morgan EMBI GD IG and CEMBI BD IG, thereby covering the investment grade part of both the

sovereign and corporate bonds market denominated in hard currencies (only USD denominated bonds for the corporate market).
2.61 7.34 -17.00 -0.92 8.24

IMPORTANT INFORMATION
There will be significant differences between a client portfolio’s investments and the index. Indices may or may not reflect the reinvestment of dividends; interest or capital gains and the indices are not subject to any of the incentive allocation,
management fees or expenses to which a client portfolio may be subject. It should not be assumed that the client portfolio will invest in any specific securities that comprise the index, nor should it be understood to mean that there is a
correlation between a client portfolio’s returns and the indices. Nor can one assume that correlations to the indices based on historical returns will persist in the future. The Index is included for informational purposes only.

BENCHMARK AND INDICES 
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