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GLOBAL MARKET SUMMARY
Global credit markets remained focused on central bank actions in the U.S. and elsewhere. The U.S. Federal Reserve
(Fed) delivered a 75 basis point (bp) interest rate hike in what marks the largest move since 1994. The increase was
accompanied by a statement that “the committee is strongly committed to returning inflation to its 2% objective,” and
the Fed’s explicit desire to slow the economy. The rally in equity and bond markets that immediately followed the Fed
announcement reversed early Thursday on further announcements on rate increases by the Swiss National Bank (50 bps
hike) and the Bank of England (25 bps hike). The U.S. Treasury yields moved higher across the curve in response to the
latest tightening in monetary policy. Credit spreads widened, and total returns were negative across the major credit
sectors. Within emerging markets (EM) hard currency debt, investment grade credits outperformed non-investment
grade bonds. EM local bond yields ranged widely from +118 bps in Hungary to -281 bps in Turkey. The US dollar
appreciated against the euro in anticipation of the Fed’s rate increase, and spot currency performance in emerging
markets was negative.
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United States

Europe

Initial jobless claims continue to drift higher; this week’s reading
was roughly flat but the 4-week moving average increased and
has now moved up by about 40k from the lows in Q1. Though
it remains very low in historical standards, the shift from declining
to rising is consistent with slower overall growth. Real economy
data continued to show early stages of weakness, with retail
sales falling 0.3% in May and as the prior months gain was
marked down.

European economic data releases were relatively low key.
German industrial production numbers came in at 0.7% for April,
partially reversing the previous month’s decline. The ZEW survey
continues to point to a challenging growth outlook. On Thursday,
the ECB met and indicated that it would raise rates 25 bps in July
and would continue to raise rates in a controlled but sustained
manor thereafter. ECB speakers were on the wires with Wunsch
and indicated that cumulative rate rises in the order of 150-200
bps were a “no brainer.” Both Wunsch and Shnabel spoke of the
willingness of the ECB to maintain an orderly market environment
ensuring a consistent pass-through of monetary policy decisions
across the Eurozone.

On Wednesday, the U.S. Federal Open Market Committee
(FOMC) raised the target Fed Funds rate by 75 bps to 1.75%.
The committee signalled that another increase, likely of either
50 or 75 bps, would be forthcoming at the next meeting. The
median expectation from participants is that rates would be at
3.375% by year-end and would rise further to 3.75% by the end
of 2023 before falling back in 2024 to 3.375%, which would keep
it above the estimates of neutral, which were little changed at
around 2½%. Consistent with this path of rates, the Fed lowered
its growth forecast and indicated that it saw as likely a rise in
unemployment in 2023. Part of the reason for the more rapid
rate increase was the data at the end of last week: a higherthan-expected core CPI reading combined with a jump in the
University of Michigan 5-10 year inflation expectations gauge,
which rose to 3.3%.

Economist Corner

The Monetary Policy Committee raised rates by 25 bps against
high inflation and slowing economy. GDP readings fell for the
second consecutive month, as did industrial and manufacturing
production readings. Although jobs data was firm and pointed
to decent nominal wage growth, in real terms, wages are now
falling at their fasted pace over the last ten years.

Asia/Japan
Markets remain focused on how long the Bank of Japan will
maintain its policy of yield curve control as they have had to
step up purchases to a pace so rapid that some question the
sustainability of the policy.

Seamus Smyth, PhD, Developed Markets

Steffen Reichold, PhD, Emerging Markets

The FOMC accelerated the pace at which it is raising rates at this week’s meeting, increasing them by 75 bps to a range of 1.5-1.75%, the sharpest monthly increase
since the 1990s.
What caused the Fed to accelerate the pace? Though the higher realized inflation reading from the CPI report last Friday played a role, also very important was the
move higher in inflation expectations over the next 5-10 years from the University of Michigan consumer survey later that morning. After sitting right around 3%
for the past 6 months, they moved up by 0.3pp to 3.3% in the preliminary reading. (Expectations from this survey tend to always be higher than actually realized
inflation.) At 3%, these were at the upper end of the range from 2010-15, which the Fed is relatively comfortable with as opposed to the 2015-20 period was when,
as hard as it is to imagine in the current environment, the Fed was worried about inflation expectations being too low. But the move up to 3.3% took them above that
range and represented a relatively sharp month-over-month move. Indeed, Powell specifically cited this move as a key factor in the post-meeting press conference.
For the Fed, anchored inflation expectations are a factor that they believe
will help pull inflation lower, and one they do not want to lose. Many
economic theories of inflation assign them an important role as they
affect the prices that businesses set. The deanchoring of inflation expectations
is viewed as an important factor in the persistent high inflation of the 1970s.
Additionally, though economists do not fully understand the formation
of inflation expectations, they are potentially more amenable to near-term
action. If expectations are at least partially influenced by the stance of
monetary policy, more aggressive action could help keep them restrained,
and the effects could have a shorter lag than the effects on the real economy.
All that said, it is important to note that even with the deterioration, inflation
expectations are well below historical levels. As the graph shows, in the early
1990s they were above 4%. Though this data does not extend back to the 70s,
the first readings from the early 1980s are even higher: in the 9-10% range.
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EMERGING MARKETS DEBT
External Sovereign Debt
External sovereign debt spreads widened 35 bps and the
JP Morgan EMBI Global Diversified returned -3.6%. Investment
grade credits outperformed non-investment grade bonds.
The top performers included Ghana (0.2%), Barbados (0.1%),
and Georgia (-0.4%). The bottom performers included Maldives
(-12.3%), El Salvador (-9.2%), and Ecuador (-9.0%).

Local Currency Debt
The JP Morgan GBI EM Global Diversified returned -4.1%.
EM currencies returned -2.9%, in aggregate. The Dominican
peso outperformed this week with spot FX return of 0.5%,
followed by the Peruvian sol (-0.4%), and the Chinese renminbi
(-0.5%). Underperformers included Mexico (-5.2%), Chie (-5.0%),
and Brazil (-4.9%).
The yield of the JP Morgan GBI EM Global Diversified rose
27 bps to 7.15%. Turkey bonds outperformed with yields 281
bps lower, followed by Egypt (-20 bps) and China (+1 bp) bonds.
Hungary, Poland, and Romania underperformed with yields
118 bps, 101 bps, and 88 bps higher, respectively.
In central bank actions, Brazil raised the SELIC rate by 50 bps
to 13.35% and Peru also hiked key rate by 50 bps to 5.5%.
Hungary unexpectedly hiked its one-week deposit rate by 50 bps
to 7.35%. Taiwan hiked by 12.5 bps to 1.5%. In contrast, Russia
cut the key rate by 150 bps to 9.5% as Russia’s central bank
aimed to weaken the ruble. China kept the 1-year medium-term
lending facility rate unchanged at 2.85%.

EM Corporate Debt
The JP Morgan CEMBI Broad Diversified declined 1.99% for
the week, bringing the year-to-date (YTD) return to -13.12%.
Eastern Europe remains the greatest underperformer YTD at
-48.2%. Europe was the largest underperformer compared to
Latin America and Asia, driven principally by weakness in Turkey.
Numerous regulatory measures were imposed on Turkish banks
as President Erdogan’s government looked to support the
Turkish lira. In Macau, the government also released its final draft
of the revised gaming laws. Once approved by the legislative
assembly, the license re-tendering process will commence. There
were no negative surprises identified in the proposed legislation.
Once again, the non-investment grade sector underperformed
investment grade, reflecting the continued “risk off” sentiment.

Flows/Issuance
In external sovereign debt, Bahamas issued US dollardenominated bond due 2029, totaling approximately
US$200 million. In EM corporate debt, given the market
backdrop, debt issuance remained at only US$300 million
for the week with only US$150 billion completed YTD.
According to Emerging Portfolio Fund Research (EPFR),
EM fixed income funds saw net outflows of US$3.4 billion,
split evenly between outflows from hard currency debt
funds and local currency debt funds. We note that EPFR
data provides a partial picture of portfolio flows as it
accounts for a segment of the total market.
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Sovereign Soundbites
On Wednesday, Brazil’s Congress passed a bill

BRAZIL to limit state taxes on fuel and other items in an

effort to control high inflation. The legislation,
once signed into law by President Jair Bolsonaro, would cap
state taxes on fuel, electricity, natural gas, communications, and
public transport at around 17%. The move is consistent with
Bolsonaro’s expressed commitment to lower fuel prices ahead
of the upcoming presidential election in October.
The Monetary Policy Committee of Brazil’s Central Bank (BCB)
raised the SELIC rate by 50 bps to 13.25% and suggested
another 50 bps hike or less in the next meeting based on
sustained high inflation. The BCB affirmed that its current
strategy is consistent with inflation “around” the target for next
year, which has been revised up to 4% from 3.4% previously.
Beyond 2023, the central bank projects 2024 inflation rate at
2.7%, which is below the target for that year.
As local authorities continue to lean on mass

CHINA testing and lockdowns in parts of China, the

central government is showing signs that they
are keen on achieving more balance between reviving the
economy and COVID control. According to the Ministry of
Transport's social media account, the State Council lately
criticized local governments in Hebei, Anhui and Shaanxi
provinces for “overdoing COVID restrictions" -- specifically, for
requiring truck drivers to retake PCR tests on highways, refusing
to recognize PCR tests taken within 48 hours, or denying drivers
from other provinces access to local regions. The State Council's
unusual criticism suggests that the central government wants to
minimize the economic costs of its COVID policies, especially on
logistics side. Although the State Council and the National
Health Commission have encouraged local authorities to curb
“excessive one-size-fit-all COVID restrictions" since April, local
governments are continuing to employ more drastic measures
in response to new surges in infections, as indicated by the
ongoing lockdowns of Dandong, Erlianhaote, and the resumed
mass testing in Beijing and Shanghai over the last weekend.
Despite some ongoing restrictions in select regions, China’s
economic activity data beat expectations in May, led by exports.
On the production side, a recovery in auto production had a
positive impact on the overall figure, which increased 3.2%
month-on-month in May, compared to -7.0% in April. On a
regional basis, the areas previously under strict COVID
restrictions – including Shanghai and neighboring regions -showed marked improvement. The services sector showed a
modest improvement, but still remains in contraction.
Last Saturday marked the deadline for

COLOMBIA public polls to be published ahead of the

second round run-off presidential election
on 19 June. Latest polls broadly indicate that campaigning
ahead of the run-off has tightened the race further between
leftist candidate senator Gustavo Petro and the populist
outsider, former Bucaramanga mayor Rodolfo Hernandez,
who is running on an anti-corruption platform. Petro won the
first round with 40.3% of valid votes amid almost 55% voter
turnout but fell short of the outright victory. Hernandez moved
into second place, leading center-right Federico Gutierrez.
Colombians abroad continued voting throughout the week,
and the polls will open in Colombia on Sunday, 19 June.
A pre-count estimate – a non-binding result -- will be provided
by the Registarduria Nacional throughout the evening on
Sunday. The voting centers throughout the country will then
conduct an official count by next Wednesday.
Stone Harbor Investment Partners
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EMERGING MARKETS DEBT continued
On Monday, the Confederation of

ECUADOR Indigenous Nationalities of Ecuador

(Conaie) activated a national-level strike
against President Guillermo Lasso’s administration, demanding
more gasoline subsidies, credit relief for households and lower
food prices, among other things. Conaie stated that the goal of
the strike was not a dialog but an uprising. Police arrested and
later released the leader of Conaie, Leonidas Iza, whose
supporters continued to demonstrate with road blockades,
looting and violence. While Lasso assured the public that the
government was “arresting the intellectual and material authors
of violent incidents” and that the situation is now under control,
more protests are scheduled for the rest of the month.
The IMF completed a staff visit with the

NIGERIA Nigerian authorities last Friday and concluded

that the country’s real GDP growth is
broadening across most sectors. GDP growth reached 3.6%
year-on-year in the first quarter of this year, supported by
strength in services and agriculture. The IMF also highlighted
the improvement in the current account deficit, which narrowed
significantly in 2021 due to lower imports and higher net oil
balance. We agree with the IMF’s assessment, but remain
concerned about the country’s high level of oil subsidies and
weak oil production, as well as rising food security concerns.
Pakistan unveiled the fiscal year 2022-23

PAKISTAN budget aimed at reducing the budget

deficit by cutting spending and raising
taxes. The budget targets 5% growth for 2022/23 fiscal year,
following an estimated annual growth of 5.97% for the current
fiscal year. The IMF’s approval of the budget is key in moving
forward the bailout program that would unlock US$900 million in
funding and potentially allow for additional support from other
lenders. Prime Minister Miftah Ismail reiterated earlier this week

Chart of the Week
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that ending all subsidies on fuel products – a long-standing
IMF requirement -- would be crucial to avoid default. Accordingly,
Pakistan raised fuel prices again this week. Reforming personal
income tax as suggested by the IMF also remains key to
further progress.
Peru’s fiscal balance continued to improve

PERU in May, supported by mining prices, the economic

recovery, payment of tax debts, and inflation
acceleration. These factors helped boost revenues that reached
22.4% of GDP by May, representing +4.3%-pt when compared to
May 2021, and +2.7% of GDP versus 2019. Income tax revenues
contributed most (+1.7%-pt of GDP), which was primarily a result
of higher commodity prices. Value-added tax collection on
higher imports was also meaningful (+0.9% of GDP), followed by
royalties (+0.6% of GDP). At the same time, primary spending
declined by 1.8% compared to May 2021. Commodity prices and
other extraordinary revenues amounted to roughly 0.8% of GDP
for the last 12 months. As a result of these improvements, the last
12-month primary balance has moved back into positive territory,
reaching 0.6% of GDP.
As an important step toward securing a formal

ZAMBIA IMF program, Zambia is scheduled to virtually

attend the meeting of its creditors committee
on 16 June to discuss debt restructuring. Zambia will present its
economic reform agenda and progress made since reaching a
staff-level agreement with the IMF in December, as well as plans
for achieving debt sustainability with the support of its creditors,
including initial assurances of debt treatment. Although an IMF
deal by the end of this month appears unlikely, debt relief looks
to be on track, with only a slight delay, according to Finance
Minister Situmbeko Musokotwane. In addition, an IMF team will
hold a two-day visit to meet with President Hakaindo Hichilema
and other high-level officials to discuss recent economic
developments and progress made on debt restructuring.

CHINA MANUFACTURING PRODUCER PRICE INDEX (IN USD TERMS)
6/30/2011 = 100

After rising rapidly during 2020 and 2021,
Chinese producer prices for manufactured goods
have dropped in 2022 in US dollar terms. This
is good news for importers of Chinese goods
globally and, if sustained, it could help mitigate
inflation pressures. Producer prices for Chinese
goods were only one of many components that
contributed to inflation pressures globally but
given the importance of Chinese imports in many
countries’ demand patterns, the improvement
could be an early sign that inflation pressures are
easing. In CNY terms, producer prices flattened
out rather than declined. However, in combination
with recent US dollar strength, this means that
prices are falling in US dollar terms. While it is too
early to conclude that a positive inflation trend
has developed, we believe Chinese producer
prices is an indicator worth watching closely.
As of 31 May 2022 Sources: Haver, China National Bureau of Statistics, Stone Harbor Investment Partners LLC. For
illustrative purposes only..
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GLOBAL HIGH YIELD
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US High Yield
The ICE BofAML US High Yield Constrained Index returned
-3.69% after a higher-than-expected CPI print last Friday, which
was followed by the 75 bps rate hike by the Fed on Wednesday
this week. ETFs were aggressive sellers most of the week,
repricing names down 2-3 points on some days. Liquidity was
thin and real money was a better buyer at lower levels but was a
moving target with lower unexpected prints by ETFs. All ratings
buckets had similar total returns but spreads for CCC rated
bonds widened 62 bps versus 40 bps for BBs, which had more
buy interest from real money buyers. The HY index widened 45
bps to 492 OAS and yields climbed .90% to 8.35%, close to 2-year
highs reached earlier in the week. We saw a relief rally post Fed
rate announcement, but things turned sharply lower on Thursday
on renewed recession fears reversing Wednesday’s gains.

Leveraged Loans
Any momentum gained in the previous week reversed course as
fears surrounding rising interest rates, a prolonged period of
inflation, and a pending recession gripped the market sending
risk assets down. For the week, the S&P/LSTA Leveraged Loan
Index (the "Index) returned -1.11%, the average bid price
decreased 111 bps to US$94.09, and the spread-to-maturity
widened 32 bps to L+499. Given the volatility, higher quality BB
rated loans outperformed the broader index, while lower quality
B and CCC rated ratings cohorts underperformed. From an
industry sector perspective, returns were negative across all
categories, with some modest outperformance in commodityrelated sectors, while Healthcare and Technology, the two largest
sectors in the Index, were under pressure as a result of retail
outflows. Lastly, there were no defaults in the Index last week.

European High Yield
The Bloomberg Barclays PanEuro High Yield 2% Cap Ex Financials
Index declined 3.63% as inflation and hawkish central bank actions
continue to weigh on markets. Additionally, markets suffered as
recession concerns increased. CCCs underperformed with a loss of
4.32% compared to a decline of 3.46% for BBs and 3.86% for Bs.
Index spreads widened 68 bps for the week. Auto supplier ZF is

reportedly exploring the sale of its axle assembly business with
proceeds to be used for debt reduction. Modulaire bonds gained
1 point as earnings came in as expected.

Flows/Issuance
According to EPFR, the US high yield market lost US$5.187
billion over the last week led by a US$2.965 billion outflow
from ETFs. Four deals, amounting to US$2.35 billion, slipped
in to price pre-CPI and one highly levered LBO deal from
Intertape Polymer for US$400 million had to widen talk and
also came at a deep discount to par for it to clear. Primary
may remain quiet until market volatility subsides.
Leveraged loan technicals continued to deteriorate and were
a main driver of weaker secondary trading levels. Notably,
outflows from retail loan mutual funds and Exchange Traded
Funds (ETFs) accelerated as the week progressed, and the
asset class is expecting a significant outflow for the week.
However, the asset class has seen approximately US$17
billion flow into the market year-to-date, which follows a
robust US$33 billion in 2021. There was some demand from
structured credit buyer this past week, as we saw four
Collateralized Loan Obligations (CLOs) price for US$1.55
billion, bringing the year-to-date issuance to US$62.3 billion,
which is down 14% year-over-year. On the supply side,
issuers and arrangers remain on the sidelines as secondary
pricing fluctuates.
For European high yield, EPFR data showed additional
outflows of US$319 million for the week, increasing June
outflows to US$569 million and quarter-to-date outflows
to US$2.5 billion.
Source: Lipper, EPFR

Industry Insights
CABLE: Charter CFO Jessica Fischer disclosed that they expect Broadband net additions for the quarter to be negatively impacted by 60-70k subscribers related
to disconnects from the expiration of various pandemic-related subsidy programs. This disclosure casts yet another cloud over the evolving post pandemic broadband
landscape. However, given Charter’s conservative capital structure, we view this post pandemic growth normalization story as more impactful for equities rather than
credit. Longer term, we believe even if broadband net additions normalize at a level lower than pre-pandemic levels, most, if not all, of this “lost” revenue can be offset by
pricing overtime as households continue to consume greater amounts of broadband capacity.
CHEMICALS: Tronox, the world’s leading integrated manufacturer of titanium dioxide pigment, increased the low end of its EBITDA guidance for 2022 to a range of
$1.075 - $1.125 billion. Additionally, the company initiated 2025 targets for an EBITDA range of $1.3-$1.5 billion. At that time, Tronox expects gross debt to be blow US$2 billion
and net leverage to be in a range of 1-1.5x. While historically a volatile business, recent strategy changes focusing on margin stability allowed Tronx to report its 20th consecutive
quarter with EBITDA margins greater than 20%. Paint manufacturer Sherwin Williams also had an analyst day where it reiterated guidance for 2Q and 2022. While raw material
inflation is currently at the high end of guidance, supply chain problems have significantly improved, which could lead to lower raw material prices in the second half of this year.
FINANCIAL SERVICES: Credit card issuers, including investment grade, Crossover, and high yield rated companies reported consumer credit statistics for May.
Statistics remain very strong by historical standards with 30+ day delinquencies at similar levels as we have seen year-to-date in 2022. Delinquency levels remain slightly
higher than the extremely low levels we saw in the spring and summer of 2021. As we have said before, we are watching the 30+ day delinquencies very closely to see
the effects inflation is having on all consumers and on the different FICO scored consumers. So far, all levels of FICO scored consumers, prime, near prime and subprime
seem to be showing low delinquencies compared to past levels. Positively, for the individual credits, we have seen year-over-year card loan growth slow, particularly
among the companies that lend to lower FICO scored customers. Unfortunately, 30+ day delinquency increases follow unemployment up; so, if we see increases in
unemployment, we would expect delinquency to increase. If we see delinquency increase even as employment remains strong, then we know that inflation is really
hurting the consumer.
Stone Harbor Investment Partners
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Governments
The ICE BofAML MOVE Index completely reversed its recent
downward trend rising from a reading of 105 to 144. The surprise
inflation surge forced markets to rapidly price in the 75 bps rate
hike that the Fed delivered on Wednesday. Of note, ten-year U.S.
inflation swaps which, as mentioned last week, were trading in a
2.9-3% range have remained at those levels.

most of what they gained post the Fed meeting while liquidity
suffered and was mostly bond by bond. Cash markets saw
spreads wider by 3-15 bps taking the OAS on the Bloomberg
corporate index wider by 10 bps and ended the week at
+140 bps. CDX IG38’s started the week wrapped around
+90 bps and ended it with a +102 handle.

Higher U.S. inflation readings and the messaging about future
rate rises from the ECB combined to push Euro area yields
higher. Two-year bund yield rose to a high of 1.23% from 0.7%
the week prior and 10-year yields rose 40 bps to a high of 1.75%.
Italian bond spreads widened to 241 bps. These were trading as
tight as 150 bps at the start of the quarter. This rapid move raised
concerns about the stability of the Euro system in a rate rising
environment. Reflecting these concerns, the ECB called an
emergency meeting on Wednesday to discuss the use of the
pandemic emergency purchase program and potential new
instruments to protect against this. It would appear that the ECB
is moving towards a combination of rate increases and targeted
quantitative easing to support more vulnerable countries.

Securitized

10-year JGB yields were unchanged at 25 bps over the week as
the Bank of Japan (BOJ) continues bond purchases targeted at
maintaining this stability. Of note, 20-year JGB yields rose 13 bps
and now stand at 91 bps, highlighting the extent to which the
BoJ is fighting market forces. It appears increasingly likely that
the BoJ will have to adjust its policy stance as bond purchases
seem to now be draining liquidity from the domestic market.

Corporates
Investment grade corporate bonds saw spreads decompress this
week as rate volatility re-enters the picture with the Fed reacting
to the latest inflation numbers and raising the funds rate by a
higher than originally expected 75bps and telegraphing to the
markets that they can expect more of the same should inflation
remain persistent. Earlier in the week, spreads were soft with
investors showing caution and sticking with higher quality issues.
Spreads later firmed going into the Fed meeting as dealers
squared up risk, gave a little back post the meeting but ended
the day mostly better on short covering and some yield buying.
Overnight on Wednesday things changed as the Swiss National
Bank shocked the market with a 50 bps rate hike and signalled
that more tightening couldn’t be ruled out. Sellers emerged on
the news and took markets wider at the open. Spreads gave back

The mortgage current coupon widened 15 bps as a hawkish
Fed renewed speculation of MBS sales from their portfolio.
The average fixed-rate 30-year mortgage is now through 6% on
the rate backup. While the mortgage originators are beginning
to reduce headcount, so are the realtors with Compass and Redin
cutting 920 jobs. FHLMC tendered for up to US$2 billion STACR
M2 bonds from 2018 and 2019 as these seasoned bonds no longer
offer capital relief. This is their third tender since September
of last year. CMBX.6 benefitted from two malls and three hotels
liquidating this remittance cycle with minimal or no loss.

Flows/Issuance
In the investment grade corporate debt primary market,
supply was originally expected see upwards of US$25 billion
(not including a sizeable deal from ORCL to pay for the
Cerner acquisition); however, the primary markets saw no
new deals this week as all potential issuers chose to stand
down given the whipsaw in spreads and volatility in rates.
Month-to-date supply remains at US$52 billion and year-todate supply is just under US$714 billion.
High grade fund flows saw US$2 billion of outflows for the
latest period according to EPFR. This is the 15th consecutive
week of outflows and totals US$71 billion of outflows
year-to-date. All categories of funds posted outflows this
week with aggregate funds at -US$1.364 billion, total return
funds at -US$800 million, and corporate only funds showing
-US$657 million. JP Morgan’s estimate of flows to high grade
corporates across all high credit funds was -US$860 million
after being positive for the last three weeks.
Source: EPFR, JP Morgan

STONE HARBOR MULTI-ASSET CREDIT TARGET ALLOCATIONS (%)

Stone Harbor Multi-Asset Credit Representative Target Allocation as of 31 May 2022. Actual allocations within any account may be significantly different from the target
allocations shown here. For illustrative purposes only.
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Spread or Yield Change (bps or %)

As of June 15, 2022
EM

EM Sovereign Debt

US High Yield

European High Yield
Bank Loans
Investment Grade

MTD

QTD

YTD

LTM

1W

MTD

QTD

YTD

LTM

488

35

41

89

121

156

(3.6)

(4.7)

(10.0)

(19.1)

(20.0)

EMBI G D

CEMBI Broad Diversified

CEMBI B D

336

17

6

33

63

87

(2.0)

(2.1)

(4.7)

(13.1)

(13.2)

GBI EM Global Diversified Yield

GBI EM GD

7.15

0.27

0.39

0.92

1.43

2.19

(4.1)

(4.6)

(8.8)

(14.7)

(20.4)

EMBI Global Diversified

EMBI G D

488

35

41

89

121

156

(3.6)

(4.7)

(10.0)

(19.1)

(20.0)

EMBI GD Investment Grade

EMBI IG

172

14

12

23

29

28

(2.9)

(3.8)

(8.9)

(20.1)

(19.2)

EMBI GD High Yield

EMBI HY

853

62

78

169

214

289

(4.2)

(5.7)

(11.2)

(17.9)

(20.8)

Africa

Africa

831

70

90

214

219

333

(4.9)

(6.7)

(14.4)

(17.9)

(21.6)

Asia

Asia

305

18

14

55

86

106

(2.5)

(3.0)

(8.0)

(14.1)

(14.5)

Europe

Europe

689

36

57

128

365

423

(2.7)

(4.0)

(8.2)

(37.2)

(38.7)

LATAM

LATAM

459

38

43

77

78

114

(4.5)

(5.9)

(11.7)

(16.8)

(17.5)

Middle East

Middle East

356

20

21

41

31

12

(2.7)

(3.6)

(7.5)

(11.2)

(10.0)

CEMBI Broad Diversified

CEMBI B D

336

17

6

33

63

87

(2.0)

(2.1)

(4.7)

(13.1)

(13.2)

CEMBI BD Investment Grade

CEMBI IG

189

7

(1)

16

39

37

(1.8)

(2.1)

(4.8)

(13.9)

(13.5)

CEMBI BD High Yield

CEMBI HY

564

27

14

57

80

121

(2.3)

(2.2)

(4.6)

(12.1)

(12.9)

US High Yield

US HY

492

45

54

119

160

161

(3.7)

(4.8)

(8.1)

(12.2)

(10.3)

US High Yield BB

US HY BB

346

40

54

79

111

105

(3.7)

(5.2)

(7.3)

(12.2)

(10.2)

US High Yield B

US HY B

531

48

49

126

155

156

(3.7)

(4.5)

(8.2)

(11.3)

(9.8)

US High Yield CCC

US HY CCC

1,062

62

62

303

368

442

(3.7)

(4.0)

(10.8)

(14.2)

(13.0)

Barclays PanEur HY

BAR PanEur HY

535

68

58

145

225

253

(3.6)

(3.8)

(7.7)

(11.4)

(11.0)

2% Ex Financials Yield

2% ExFin Yield

7.00

1.08

1.19

1.73

3.44

4.03

0.00

0.0

0.0

0.0

0.0

LSTA Price

LSTA Price

94.1

(1.2)

(0.5)

(3.5)

(4.6)

(4.3)

(1.1)

(0.3)

(2.7)

(2.8)

(0.9)

LSTA 100 Yield

LSTA 100 Yield

6.19

0.53

0.43

1.82

2.31

2.56

(1.1)

(0.3)

(2.7)

(2.8)

(0.9)

US Treasury 7-10 Yield

US Tsy 7-10 Yld

3.32

0.28

0.47

0.97

1.87

1.94

(2.2)

(3.6)

(7.0)

(13.1)

(12.7)

1M LIBOR

1M LIBOR

1.52

0.32

0.40

1.07

1.42

1.44

(0.0)

0.0

0.1

0.1

0.2

US Aggregate

US AGG

53

6

7

12

17

20

(2.1)

(3.1)

(6.1)

(11.7)

(11.4)

US Investment Grade Corporates

US IG Corp

140

10

10

24

48

57

(2.5)

(3.5)

(8.0)

(15.0)

(14.2)

Global Aggregate

Global AGG

53

4

5

11

18

21

(1.8)

(2.7)

(5.4)

(10.1)

(9.9)

83

7

9

23

40

46

(1.3)

(1.8)

(2.4)

(5.9)

(6.6)

105.16

0.0

0.0

0.0

0.0

0.0

2.6

3.3

7.0

9.9

16.2

0.0

0.0

0.0

0.0

0.0

0.0

(2.9)

(3.0)

(5.8)

(4.5)

(9.9)

Barclays 1-5 Year Credit
FX

1W*

EMBI Global Diversified

EM Sovereign Debt Regions

EM Corporates

Total Return (%)

Level

Barclays 1-5 Year Credit

DXY (US dollar)

DXY

GBI EM FX

GBI EM FX
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IMPORTANT INFORMATION
Representative asset class benchmarks referenced herein are defined as
follows: US HY: ICE BofAML U.S. High Yield Constrained Index (HUC0);
EMD: J.P. Morgan EMBI Global Diversified; Loans: S&P/LSTA Leveraged
Loan Index; EMDLC: J.P. Morgan GBI-EM Global Diversified; EMDCR: J.P.
Morgan Corporate Emerging Markets Bond Index Broad Diversified; EUR
HY: Bloomberg PanEuropean High Yield; IG Corp: Bloomberg Global
Aggregate Corporate Index. The J.P. Morgan ESG Index applies a
multidimensional approach to ESG investing for fixed income investors. It
incorporates ESG score integration, positive screening (e.g. green bonds)
as well as exclusions of controversial sectors and UN Global Compact
violators. The S&P 500 is an index of 500 stocks chosen for market size,
liquidity and industry grouping, among other factors. The S&P 500 is
designed to be a leading indicator of U.S. equities and is meant to reflect
the risk/return characteristics of the large cap universe. The MSCI World
index captures large and mid-cap representation across 23 Developed
Markets. Index constituents cover approximately 85% of the free floatadjusted market capitalization in each country. The index is a broad
global equity benchmark without emerging markets exposure. The MSCI
Emerging Markets Index is a free float-adjusted market capitalization
index that is designed to measure equity market performance of
emerging markets. As of January 2009 the MSCI Emerging Markets Index
consisted of the following 23 emerging market country indices: Brazil,
Chile, China, Colombia, Czech Republic, Egypt, Greece, Hungary, India,
Indonesia, Korea, Malaysia, Mexico, Peru, Philippines, Poland, Qatar,
Russia, South Africa, Taiwan, Thailand, Turkey and the United Arab
Emirates. The U.S. Dollar Index (USDX) indicated the genera int’l value of
the USD. The USDX does this by averaging the exchange rated between
the USD and major world currencies. The ICE U.S. computed this by using
the rates supplies by some 500 banks. VIX is a real-time market index that
represents the market’s expectation of 30-day forward-looking volatility.
Investments may not be made directly in an index. The J.P. Morgan
CEMBI Broad Diversified (CEMBI Broad Diversified) tracks total returns of
U.S. dollar-denominated debt instruments issued by corporate entities in
emerging market countries and consists of an investable universe of
corporate bonds. The minimum amount outstanding required is $350 mm
for the CEMBI Broad Diversified. The CEMBI Broad Diversified limits the
weights of those index countries with larger corporate debt stocks by
only including a specified portion of these countries’ eligible current face
amounts of debt outstanding. The J.P. Morgan EMBI Global Diversified
(EMBI Global Diversified) limits the weights of those index countries with
larger debt stocks by only including specified portions of these countries’
eligible current face amounts outstanding. The countries covered in the
EMBI Global Diversified are identical to those covered by the EMBI
Global. The J.P. Morgan GBI-EM Global Diversified (GBI EM Global
Diversified) consists of regularly traded, liquid fixed-rate, domestic
currency government bonds to which international investors can gain
exposure. The weightings among the countries are more evenly
distributed within this index. The ICE BofAML European Currency
Non-Financial High Yield 2% Constrained Index contains all non-Financial
securities in The ICE BofAML European Currency High Yield Index but
caps issuer exposure at 2%. Index constituents are capitalizationweighted, based on their current amount outstanding, provided the total
allocation to an individual issuer does not exceed 2%. Issuers that exceed
the limit are reduced to 2% and the face value of each of their bonds is
adjusted on a pro-rata basis. Similarly, the face values of bonds of all
other issuers that fall below the 2% cap are increased on a pro-rata basis.
The Bloomberg Treasury Index tracks the obligations of the U.S. Treasury
with a remaining maturity of one year or more. The Bloomberg PanEuropean High Yield Index measures the market of non-investment
grade, fixed-rate corporate bonds denominated in the following
currencies: euro, pounds sterling, Danish krone, Norwegian krone,
Swedish krona, and Swiss franc. Inclusion is based on the currency of
issue, and not the domicile of the issuer. The ICE BofAML U.S. High Yield
Constrained Index (HUC0) contains all securities in ICE BofAML U.S. High
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Yield Index but caps issuer exposure at 2%. Index constituents are
capitalization-weighted, based on their current amount outstanding,
provided the total allocation to an individual issuer does not exceed 2%.
Issuers that exceed the limit are reduced to 2% and the face value of each
of their bonds is adjusted on a pro-rata basis. Similarly, the face values of
bonds of all other issuers that fall below the 2% cap are increased on a
pro-rata basis. In the event there are fewer than 50 issues in the Index,
each is equally weighted and the face values of their respective bonds are
increased or decreased on a pro-rata basis. The S&P/LSTA Leveraged
Loan Index is a partnership between Standard & Poor’s and the Loan
Syndications and Trading Association, tracking returns in the leveraged
loan market and capturing a broad cross-section of the U.S. leveraged
loan market - including dollar-denominated, U.S.-syndicated loans to
overseas issuers. The Bloomberg U.S. Aggregate Index represents
securities that are SEC-registered, taxable, and dollar denominated. The
index covers the U.S. investment grade fixed rate bond market, with
index components for government and corporate securities, mortgage
pass-through securities, and assetbacked securities. These major sectors
are subdivided into more specific indices that are calculated and reported
on a regular basis. The Bloomberg U.S. Corporate Investment Grade
Index is a sub-index of the U.S. Aggregate Index. It measures the
investment grade, fixed rate, taxable corporate bond market and
includes USD denominated securities publicly issued by US and non-US
industrial, utility and financial issuers. The Bloomberg Global Aggregate
Index is a flagship measure of global investment grade debt from
twenty-four local currency markets. This multicurrency benchmark
includes treasury, government-related, corporate and securitized
fixed-rate bonds from both developed and emerging market issuers. The
Bloomberg 1-5 Year Credit Index tracks publicly issued U.S. corporate
and specified foreign debentures and secured notes that meet the
specified maturity of between one and five years, liquidity, and quality
requirements. Qualifying bonds must be SEC-registered.
The opinions expressed herein represent the current, good faith views of
the author(s) at the time of publication and are provided for limited
purposes, are not definitive investment advice, and should not be relied
on as such. The information presented in this material has been
developed internally and/or obtained from sources believed to be
reliable; however, Stone Harbor Investment Partners, LLC (“Stone
Harbor”) does not guarantee the accuracy, adequacy or completeness of
such information. This material includes statements that constitute
“forward-looking statements”. Forward-looking statements include,
among other things, projections, estimates, and information about
possible or future results related to market, geopolitical, regulatory or
other developments. Any forward-looking statements speak only as of
the date they are made, and Stone Harbor assumes no duty to and does
not undertake to update forward-looking statements. Forward-looking
statements are subject to numerous assumptions, risks and uncertainties,
and are based on current market trends, all of which change over time.
The views expressed herein are not guarantees of future performance or
economic results and involve certain risks, uncertainties and assumptions
that could cause actual outcomes and results to differ materially from the
views expressed herein. The views contained in this material are subject
to change continually and without notice of any kind and may no longer
be true after the date indicated. All investments involve risk including
possible loss of principal. There may be additional risks associated with
international investments involving foreign economic, political, monetary
and/or legal factors. These risks may be heightened in emerging markets.
Past performance is not a guarantee of future results. This material is
solely for informational purposes and should not be viewed as a current
or past recommendation or an offer to sell or the solicitation to buy
securities or to adopt any investment strategy. This material is directed
exclusively at investment professionals.
Effective January 1, 2022, Stone Harbor Investment Partners, LLC is an
affiliate of Virtus Investment Partners.
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