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KEY TAKEAWAY

> While history would suggest that
recent macroeconomic developments
bode poorly for emerging markets
debt, the asset class has been
resilient and offers diversification
away from concentrated risks in US
credit markets

The past 18 months have presented a
challenging environment for global fixed
income investors, with a range of inflationary
shocks resulting in the market rapidly pricing
in a new Fed hiking cycle. The ongoing
increase in global yields has been somewhat
mitigated by comparatively stable and tight
credit spreads.

However, Fed hikes have historically been
accompanied by tightening financial
conditions and availability of capital, to
which emerging markets (EM) are uniquely
vulnerable. In the case of recent faster-
than-expected Fed tightening cycles in
2018 and 2022, EM spreads widened
and local currency bonds lost value as EM
central banks were forced to hike, despite
the unintended consequence of slower
economic growth.

In contrast to this historical precedent, EM
debt has held up well in the face of the
unexpected developments of “Liberation
Day” in April 2025 and the start of the Iran
conflict in February 2026. As the chart below
indicates, hard currency EM bonds have
outperformed US investment grade and high
yield bonds since the beginning of 2025."In
fact, many countries we perceive as more
sensitive to financial conditions, including
Argentina, Ecuador and Nigeria, have
outperformed over this time frame.

Why is this time potentially different for
EM debt? We would suggest that previous
crises have prepared policymakers for
current challenges. As an example, the
intermittent ‘closure’ of capital markets for
lower-rated EM issuers from 2022-24 pushed
policymakers toward International Monetary
Fund programs and a series of market-
friendly stabilization reforms. Higher starting
overnight rates at EM central banks also may
require less of an adjustment in response to
the current Fed hiking cycle.

While comparatively tight spreads across
both EM and US credit markets can give
buyers today pause, we believe core EM
issuers offering robust yields in the 6-9%
range still represent an attractive opportunity
both in terms of income and total return. EM
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As of 27 October 2026. Unless otherwise stated, the information presented has been prepared from market
observations and other sources believed in good faith to be reliable. Information and opinions expressed by PPM
are current as of the date indicated and are subject to change without notice. Past performance is no guarantee
of future results. Forward-looking statements are subject to uncertainties that could cause actual developments
and results to differ materially from the expectations expressed. (1) Bloomberg. Daily total returns for EMD = JPM
EMBI Global Diversified Index, US IG = Bloomberg US Credit Index, and US HY = Bloomberg US Corporate High
Yield Index. Indexed; 31 December 2024 = 100. 8 October 2026.
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debt also benefits from diversification away from the debt-
funded Al capex cycle in the US, with nearly zero exposure
to proliferating hyperscaler, data center or neocloud credits.

On the topic of investing in EM local currencies, we
recommend taking a more nuanced approach given the
pressure that US rate hikes and Al-fueled growth may
continue to put on dollar appreciation. Here, we focus on
idiosyncratic currencies with catalysts, such as the Nigerian
naira and Kazakh tenge, likely to keep up with USD-based
EM returns.

(2) AUM includes committed but unfunded capital for PPM'’s private equity
and commercial real estate businesses. Forward-looking statements are
subject to uncertainties that could cause actual developments and results
to differ materially from the expectations expressed.

Past performance is no guarantee of future results. Investments involve
varying degrees of risk and may lose value.

Generally, PPM America, Inc. is referred to herein as "PPM." Any use or
reproduction of the information contained herein is prohibited without
the written permission of PPM.

This document has been prepared solely for informational purposes
and is not a recommendation, offer, or a solicitation of an offer, to buy,
sell, or hold any security or instrument. Certain products and services
may not be available in all jurisdictions or to all client types. No offer of
any interest in any product will be made in any jurisdiction in which the
offer, solicitation or sale is not permitted, or to any person to whom it is
unlawful to make such offer, solicitation or sale.

The opinions and views expressed herein are not intended to be relied
upon as a prediction or forecast of actual future events or performance,
guarantee of future results, recommendations or advice. Forward-
looking statements are subject to uncertainties that could cause actual
developments and results to differ materially from the expectations
expressed. All statements other than statements of historical fact are
forward-looking statements based on PPM's plans, expectations and
views as of the date herein, and can be identified by the use of words
such as "may", "will", "expect”, "view", “potential”, "
"anticipate”, "should”, "estimate”, or other similar words. This information
has been prepared from sources believed reliable, but the accuracy and
completeness of the information cannot be guaranteed. Information and
opinions expressed by PPM are current as of the date indicated and are
subject to change without notice.

This document may include simplified presentations of complex
processes and are provided for illustrative purposes only. PPM’s actual
activities and processes may differ from what is shown herein. No
assurance can be given that such processes will be applied at any given
time and are subject to change without notice.
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Our mission is to be seen by clients and their advisors
as a consistently reliable partner to help them achieve
their long-term value goals.

PPMis a US-based institutional asset manager with $101.07
billion in assets under management as of 30 June 2026.2
Founded in 1990, PPM exists to deliver consistent results
and unrivaled service that clients can trust to achieve their
investment objectives. We offer our Midwestern mentality
of hard work, straight talk, full transparency and humility.
Our success is supported by a team-based culture that
encourages debate, collaboration and consistency. At the
center of our belief is the fact that our best ideas to date
have and can come from any team member anywhere in
our firm. We believe the success of our investment culture
is best demonstrated by the strong retention of our clients
and professionals.

There can be no assurance that any particular individual will be involved
in the management of any portfolio for any period of time, if at all.
Furthermore, there can be no assurance that any PPM professionals
presented herein will remain with PPM or that past experience or
performance of such professionals serves as an indicator of his or her
performance.

Indices are unmanaged and are not available for direct investment. The
index returns do not reflect management fees, transaction costs, or other
expenses, with the exception of ICE indices that do reflect transaction
costs. Performance of any index does not represent actual portfolio
performance. A portfolio may differ significantly from the securities
included in an index. Any index information provided is for comparison
purposes only to reflect general market conditions for the period shown.

The Bloomberg US Corporate High Yield Index covers the universe of
fixed rate, non-investment grade debt. Eurobonds and debt issues from
countries designated as emerging markets (sovereign rating of Baal/
BBB+/BBB+ and below using the middle of Moody's, S&P and Fitch) are
excluded, but Canadian and global bonds (SEC registered) of issuers in
non-EMG countries are included.

The Bloomberg US Credit Index measures the investment grade, US
dollar-denominated, fixed-rate, taxable corporate and government
related bond markets. It is composed of a corporate component and a
non-corporate component that includes foreign agencies, sovereigns,
supranationals and local authorities.

Bloomberg Index Services Limited. BLOOMBERG®
The J.P. Morgan EMBI Global Diversified Index tracks liquid, USD-

denominated emerging market fixed- and floating-rate debt instruments
issued by sovereign and quasi-sovereign entities.
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