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GLOBAL MARKET SUMMARY
Global credit markets weighed incoming economic data against geopolitical developments as investors continue
to closely monitor central bank actions globally. Risk sentiment was dominated by new U.S.-China tensions rising
from U.S. House Speaker Nancy Pelosi’s trip to Taiwan and China’s potential retaliatory actions. Despite ongoing
macroeconomic and geopolitical pressures, credit spreads tightened and total returns were positive across major
credit sectors. Emerging markets debt (EMD) outperformed other credit sectors again this week, followed closely
by U.S. high yield; in both of these sectors, lower quality credits outperformed higher quality bonds. The U.S. dollar
advanced against the euro, and spot currency performance in emerging markets was positive.
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United States
The latest Euro-area sentiment indicators all point towards further
deterioration in July. The confluence of the energy crisis and tighter
monetary conditions both served to exacerbate the ongoing supply
chain constraints that have throttled the economy. Manufacturing
confidence saw its sharpest month-on-month decline since the start
of the pandemic after Russia reduced the flow of natural gas via its
Nord Stream pipeline. The Euro-area economic confidence index
fell from 103.5 in June to a new 1-year low of 99 in July.

U.S. House Speaker Nancy Pelosi arrived in Taiwan making
her the highest-ranking American politician to visit the island
in over two decades. During her visit, Pelosi met with Taiwanese
President Tsai Ing-wen and reiterated America’s solidarity and
support for Taiwan’s democracy. Tsai said that Pelosi’s visit reaffirms
global support for Taiwan’s independence, and, despite China’s
retaliatory measures, Taiwan will not back down.
The U.S. economy unexpectedly shrunk 0.9% in Q2, marking
the second consecutive quarter of contraction. Beneath the
disappointing headline number are several key factors. Inventories,
which accounted for approximately 5% of growth in Q4, reduced
growth by over 2% in Q2. Consumer spending fell, as inflation
erodes budgets, and tighter monetary policies dampened
investment activity and interest rate-sensitive segments such
as housing. Initial jobless claims moderated this week, from
an upwardly revised 261k to 256k, but remain elevated, while
continuing claims drifted lower.

Japan/Asia
The Reserve Bank of Australia (RBA) raised its cash rate target by
50 bps to 1.85%, as expected, and transitioned from referring to rate
increases as a withdrawal of extraordinary support to a normalization
of monetary conditions. The central bank reiterated that monetary
policy is not on a pre-set path and the size, and pace, of future rate
increases will be data dependant. The RBA downgraded its 2022
GDP growth forecast, from 4.25% to 3.25%, and simultaneously
upgraded its inflation outlook for 2022 to around 7.75%.

Europe

China responded immediately to U.S. House Speaker Pelosi’s visit
to Taiwan with military drills, missile launches and sanctions on certain
Taiwanese agriculture. The People’s Liberation Army will conduct
live-fire military exercises encircling Taiwan from Thursday to Sunday.
As further retaliation, China also banned import of some Taiwanese
foods and halted the export of natural sand, used in construction,
to Taiwan.

A trial shipment of grains left Ukraine’s port for the first time
since Russia’s invasion. In efforts to alleviate global food prices,
a safe-passage corridor was agreed between the United Nations,
Ukraine, Turkey, and Russia. Ukrainian exports are expected to
ramp up, albeit below pre-war levels, should the two-week trial
period prove successful. Ukrainian President Volodymyr Zelenskiy
said that the shipment represents a positive sign for the easing
of the current global goods crisis.

Economist Corner

Seamus Smyth, PhD, Developed Markets

July Purchasing Managers’ Index (PMI) data provided more evidence
that global growth is softening, especially in major global economies.
The U.S. manufacturing PMI, while still at an expansionary level, fell to the
lowest in two years. Europe’s manufacturing PMI fell even more, exacerbated
by concerns over natural gas supplies. And China’s number also fell back
below 50, confirming that the activity rebound after the reopening of Shanghai
was short-lived and not a sign of broader economic momentum. However,
the picture is decidedly more mixed across other EMs. Various countries have
mirrored the developments in major advanced economies. In particular, central
European EMs like Czech Republic and Poland, but also Turkey, South Africa,
Vietnam, and Colombia showed weakness. But in other Ems, economic activity
appears more resilient. India’s PMI print was strong and Indonesia also bounced
back. Major oil producing economies, including Saudi Arabia, UAE, and Nigeria,
also remained strong. And in Latin America, Brazil stood out with resilient
PMI data despite the massive rate hikes that have been implemented.
The overall picture that emerges is that EMs overall are clearly affected
by the weakening global economy, but they also show signs of resilience.
This is particularly surprising against the backdrop of the large rate hikes
that have been implemented over the past year and a half. Oil producing
countries benefit from high prices and various other large EMs with more
domestically-oriented economies benefit from still buoyant domestic
demand, despite inflation and tight monetary policy.

Steffen Reichold, PhD, Emerging Markets
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External Sovereign Debt

Sovereign Soundbites

External sovereign debt spreads tightened 28 bps and
the JP Morgan EMBI Global Diversified returned 2.3%. Noninvestment grade credits outperformed investment grade bonds.
The top performers included Argentina (11.5%), Sri Lanka (7.8%),
and Gabon (7.5%). The bottom performers included El Salvador
(-9.8%), Ukraine (-5.2%), and Serbia (-2.5%).

Local Currency Debt
The JP Morgan GBI EM Global Diversified returned 1.6%.
EM currencies returned 0.5%, in aggregate. The Hungarian
forint outperformed this week with spot FX return of 2.6%,
followed by the Polish zloty (2.2%), and the Colombian peso
(2.1%). Underperformers included Egypt (-0.7%), Mexico (-0.7%),
and Turkey (-0.4%).
The yield of the JP Morgan GBI EM Global Diversified declined
20 bps to 6.80%. Colombia bonds outperformed with yields 102
bps lower, followed by Turkey (-73 bps) and Brazil (-47 bps) bonds.
Dominican Republic, Egypt, and Romania underperformed with
yields 49 bps, 30 bps, and 10 bps higher, respectively.
In central bank actions, Colombia hiked the overnight rate by
150 bps to 9.0%, the Dominican Republic raised the overnight
rate by 50 bps to 7.75%, and Argentina raised the leliq rate by
800 bps to 60.0%.

EM Corporate Debt
The JP Morgan CEMBI Broad Diversified returned 1.2%,
and non-investment grade bonds significantly outperformed
investment grade bonds, returning 1.81% and 0.71%, respectively.
Across key regions, Latin America led the way with a 1.98%
return, while Asia lagged with a return of 0.71%. Brazil
outperformed among the major Latin American markets,
with many non-investment grade credits up five to six points.
In Central and Eastern Europe, Middle East, and Africa, Ukrainian
corporates rebounded after underperforming for several weeks.
In Asia, the Macau casino operators were up 4.42% in response to
potential relaxation of COVID regulations. While underperforming
relative to non-investment grade credits, investment grade bonds
still had a very strong week as investors appeared to grow more
comfortable with extending duration. Credit spread in most of
the Asian markets tightened on the week; and Hong Kong was
tighter by 6 bps.

The Azule Energy joint venture between

ANGOLA BP and Eni has started operations in Angola

and is now the country’s largest independent
equity producer of oil and gas. Production target is set to 250,000
barrels of oil equivalent per day within five years, with emphasis
on organic growth from exploration discoveries over the next few
years. According to Claudio Descalzi, Eni’s chief executive, “A
new, strong entity is born, which combines our experience, skills
and technologies with those of BP, putting them at the service
of the development of Angolan energy resources, with a priority
commitment to environmental protection and the growth of local
economy.” The two companies have indicated that the combined
efforts of the companies will offer the potential for increased
investment, job creation, and growth in Angola. In our view, this
development underscores the improving investment landscape
in Angola and further highlights reforms that have taken place,
particularly as they relate to an IMF support arrangement. The
most recent IMF disbursement was approximately US$772 million
in June.
Sergio Massa, who was named Economy

ARGENTINA Minister by President Alberto Fernandez

last week, announced this week an initial
set of policy measures under four key principles, including fiscal
order, trade surplus, strengthening of reserves, and development
with inclusion. On the fiscal side, the 2.5% primary deficit target
will be maintained; Massa committed to avoiding monetary
financing through transitory loans for the remainder of this year,
which is consistent with the indirect central bank financial support
to the Treasury already in place since mid-June. The minister also
announced commitment to boosting the trade surplus by
incentivizing exporters, while establishing foreign trade system
to gain control over trade. To strengthen the central bank reserves,
the government agreed with exporters that they will offer US$5
billion to the central bank over the next 60 days. In terms of a new
FX regime, Massa announced that he will not devalue the official
FX rate nor implement any official dual FX regime.
Massa has also begun to announce members of his team, including
Raul Rigo – who had resigned a month ago under former Economy
Minister Martin Guzman – as treasury secretary, and Lisandro Cleri
as vice president of the central bank, while Central Bank President
Miguel Pesce is expected to remain in his role. Former policy maker
Daniel Marx was appointed to the ministry’s debt markets
committee. Massa has not yet announced his vice minister nor
the energy secretary.
On Monday, the People’s Bank of China (PBOC)

Flows/Issuance

CHINA announced that a key priority for the second half

In the sovereign debt market, Guatemala issued US$500
million of a 7-year bond. In the corporate debt market,
the new issuance market continued to be subdued with
essentially no new supply on the forward calendar.
According to Emerging Portfolio Fund Research (EPFR),
EM fixed income funds saw net inflows of US$28 million.
Outflows from local currency debt funds were offset by
inflows to hard currency debt funds this week. We note
that EPFR data provides a partial picture of portfolio flows
as it accounts for a segment of the total market.
Source: EPFR

of the year will be to maintain stable loan growth
and support financing needs of the property sector. Differentiated
credit policies will be based on local property market conditions
and aim to address risks in key areas. In addition, PBOC will
facilitate financing for the property sector through bond and loans,
and at the same time consider new development model for the
industry. The central bank committed to keeping liquidity ample
and said it will guide financial institutions to increase loan issuance
to real economy. This announcement followed the data release of
the official manufacturing purchasing manager index, which
dropped to 49 in July from 50.2 in June, suggesting a sign of
weakening market demand, including the property sector.
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EMERGING MARKETS DEBT continued
More than a hundred banking entities in

ECUADOR Luxembourg were told over the weekend

to freeze Ecuador assets as a result of a
dispute over a US$391 million (including post-award interest)
settlement awarded to Anglo French oil company Perenco. The
government of Ecuador had pledged in June 2021 to honor
the debt, awarded to Perenco by the World Bank’s International
Centre for Investment Disputes, which ruled Ecuador had unlawfully
ended a production-sharing agreement. But Perenco says it has
not received any payment. Ecuador’s fiscal standing has improved
due to higher international oil prices, which could allow the country
to make the payment in full. A quick resolution is anticipated given
the importance of maintaining the country’s current credit profile
to the current administration.
The Executive Board of the IMF met last week

EGYPT to discuss the Ex-Post Evaluation (EPE) of

Egypt’s exceptional access to Fund resources,
which was granted as part of the Stand-By Arrangement (SBA)
in June 2020 in response to the COVID pandemic. According
to the IMF, the SBA achieved its main objective of maintaining
macroeconomic stability and the policy implementation was
in line with program goals. The structural reform agenda was
fully executed, with reviews of the SBA conducted on time.
The Fund further stated that external and domestic confidence
strengthened, and all quantitative program targets were met.
Going forward, the IMF noted the need to support private
sector development, improve governance, and reduce the
role of the state.
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According to the State Bank of Pakistan, the IMF board is
expected to approve the staff-level agreement with Pakistan
during the third week of August, allowing for the disbursement
of roughly US$1.2 billion. The funding had been contingent on
the country securing adequate loan assurances from bilateral
creditors to bridge financing gaps. The Ministry of Finance
said all prior conditions have been met.
President Ranil Wickremesinghe

SRI LANKA announced that the country

will resume discussions with the IMF
for a US$3 billion four-year program this month but did not
specify an exact timeline. The government is currently working
with financial and legal advisers to finalize a plan to restructure
overseas debt, including roughly US$12 billion in bonds. In an
effort to meet a key demand of protestors who forced out the
former president, Wickremesinghe stated that constitutional
amendments will be needed to rein in presidential powers.
Zambia’s creditor committee, co-chaired

ZAMBIA by China and France, pledged to negotiate

debt relief and provide financial assurances.
The announcement clears the path for a US$1.4 billion three-year
extended credit facility, which had been contingent on debt
reduction to a more sustainable level. The restructuring terms
will be finalized in a memorandum of understanding. The
creditors called on private creditors to “commit without delay”
to negotiating debt relief on favorable terms.

Pakistan’s election commission ruled

PAKISTAN on Tuesday that former Prime Minister

Imran Khan’s political party received illegal
funds from foreign countries. The ruling has been referred to
the Pakistan government, which could seek a Supreme Court
ban on Khan and his party from politics.

Chart of the Week
One of the unintended consequences of western sanctions on
Russia following the invasion of Ukraine in February this year
has been a wide divergence in the price of Russian domestic
government bonds for investors from countries deemed by Russia
as either “friendly” or “unfriendly.” Russia’s President Vladimir Putin
has labeled Western countries that support sanctions as unfriendly.
The Russian government has remained current on ruble-denominated
federal loan bonds or OFZs but has disallowed repatriation of coupons
and amortizations to investors from unfriendly countries. Accordingly,
as of 4 August 2022, the bid price of a 10-year OFZ in Moscow is
US$93.5, while the quoted price for the same bond in London and
New York is US$22.0. The price disparity, 71.5 percentage points,
reflects the odd situation of a government with large capacity to repay
but with self-imposed payment restrictions as well as severe sanction
restraints. This differential in price has begun to converge slowly, as
ongoing demand for OFZs in the local market supports bond prices
in offshore markets. We believe this local market convergence is likely
to continue and, if so, may signal increases for Russia’s external
sovereign debt prices as well.

UNFRIENDLY OFFSHORE VS FRIENDLY ONSHORE PRICE RUSSIAN 10YR OFZ

PRICE DIFFERENTIAL: UNFRIENDLY OFFSHORE - FRIENDLY ONSHORE PRICE

As of 4 August. 2022 Sources: Bloomberg, Stone Harbor Investment Partners
Prices are bid prices. For illustrative purposes only.
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GLOBAL HIGH YIELD
U.S. High Yield

The ICE BofAML U.S. High Yield Constrained Index gained
1.94% building off a record July, which was the best month for
U.S. high yield bonds since 2011. A strong macro backdrop and
solid market technicals provided a tailwind for the market to grind
higher. The market compression continued with lower quality
CCC and B issuers outperforming BB’s. The CCC total return
was 2.58%, outpacing,by a good margin, B total returns of 1.92%
and 1.80% for BBs. Accounts with abundant cash, ETF products
skewed as buyers from their premium to NAV, and hedge fund
short covering drove prices materially higher on very few, if any,
offers. Spreads tightened by 47 bps in the HY index to finish at
+474 OAS, while CCCs tightened 73 bps, Bs were 55 bps tighter,
and BBs only 36 bps tighter. High cash balances, market devoid
of any primary issuance, and decent earnings all were factors
that led to the rally that included all market participants. Drillers,
Building Products, Satellites, Midstreams, Airlines, and Autos
were the top performing sectors.

Leveraged Loans

Risk market sentiment improved on select incoming macroeconomic
data and corporate earnings that were in line with expectations.
The Leveraged Loan market posted another week of positive returns
and the S&P/LSTA Leveraged Loan Index (the "Index) returned
0.37%, the average bid price increased 23 bps to $93.84, and the
spread-to-maturity tightened 6 bps to L+509. Loan market
participants continued to deploy cash into the secondary market
with broad-based interest as the BB and B portion of the index
both posted 0.34% returns this week, while the lower quality CCC
portion of the market modestly outperformed with returns of 0.39%.
From an industry perspective, we saw outperformance in Refining,
Airlines, and Publishing/Printing, while Wireline, Consumer Product,
and Healthcare all underperformed. Lastly, there were no defaults
in the Index last week.

European High Yield

The Bloomberg Barclays PanEuro High Yield 2% Cap Ex Financials
Index continued to rally, increasing 1.24% as better-than-expected
earnings and the market gains spurred investors to add exposure
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to the market. Index spreads tightened 30 bps for the week.
Telecom Italia bonds gained 2 points after raising its 2020
profit forecast due to an additional 200 million euros of cost
savings. Auto supplier, Grupo Antolin’s bonds rallied 4 points
after reporting better-than-feared earnings. Profit margins were
higher than expected as the company was able to raise prices
to pass along more of their higher raw material costs.

Flows/Issuance
According to EPFR, the U.S. high yield market added
US$3.463 billion equally split between institutional accounts
and ETF products. No new issues priced in August following
July, which was the slowest month of primary since 2006.
Turning to loan market technicals, the market remains fragile
as limited supply is supportive of secondary trading levels.
Following the lowest monthly level of new issuance in July,
arrangers launched four deals, three of which were previously
announced M&A, while Sabre GLBL, an airline reservation
software company, announced a deal to refinance a portion
of their 2024 term loan. Given the volatility of pricing, the
market has seen limited refinancing activity making Sabre
GLBL’s transaction notable for the market. Turning to demand,
we continued to see Collateralized Loan Obligation (CLO)
formation during the week with six deals pricing for US$2.7
billion, bringing year-to-date issuance to US$84.2 billion
or 9.0% below last year. Additionally, we continued to see
outflow from retail loan mutual funds and Exchange Traded
Funds (ETFs) last week. Last week’s outflow was similar to
the previous week and marks the seventh consecutive week
of outflows, bringing the year-to-date inflow to US$8.9 billion.
Notably, daily outflows have slowed and are on pace for a
benign flow figure in the coming week.
For European high yield, EPFR data showed outflows of
US$118 million.
Source: Lipper, EPFR

Industry Insights
CABLE: Altice USA (ATUS) made headlines in the cable sector when the reported Q2 results on Wednesday. While actual operating results were largely a
non-event and followed recent trends in the industry with softer broadband net adds offset by a strong pricing market, the earnings call largely focused on recent
press reports around a potential sale of the legacy Suddenlink footprint. On the call, CEO Dexter Goei confirmed that Altice was in fact running a process on all or a part
of the legacy Suddenlink footprint. While he would not make any specific comments about the timing of the process, his body language seems to point to an eventual
monetization of this asset. To the extent they are able to sell all, or a portion of this asset, at an attractive multiple, we believe this will enable the company to deliver
its balance sheet, further its fiber investment in the legacy Cablevision footprint and likely facilitate shareholder returns faster than previously expected.
MIDSTREAM: Last week in Congress, Senators Joe Manchin and Chuck Schumer announced an agreement on a budget reconciliation bill, the Inflation Reduction
Act oUSf 2022. If passed, the legislation would provide almost US$400 billion in tax credits and incentives focused on promoting domestic renewable energy development.
The bill should help midstream companies accelerate renewable direct air capture projects by providing tax credits and streamlining the permitting process. The Bill would also
require the Department of Interior’s Bureau of Ocean Energy Management to revive the Gulf of Mexico’s Lease Sale 257 30 days after the bill becomes law. The November 2021
lease sale was blocked earlier this year by a U.S. District Court judge. The reconciliation Bill was conditioned upon advancing separate legislation aimed at reforming the federal
permit approval process for energy infrastructure under the National Environmental Policy Act (“NEPA”). This stand-alone legislation, expected to be taken up this fall, is aimed at
addressing broader energy infrastructure issues on building transmission lines, pipelines and export facilities. The current outline includes a two-year limit on the environmental
review process and DC circuit court jurisdiction. Manchin indicated support for “common-sense permitting reforms,” after several high-profile pipelines experienced permitting
delays and reversals.
TECHNOLOGY: High yield and leverage loan issuer Vertiv Holdings reported in line earning but disappointing Free Cash Flow (FCF) for the June Quarter.
Vertiv guided down full year 12/22 FCF estimates to zero +/-25mm, from 3/22 guidance of 125-175mm. However, Vertiv reported better-than-expected revenue for the
June quarter and raised full year 12/22 revenue guidance. New Orders were especially strong, increasing 17% year-over-year. However, costs of inputs and freight are
hurting margins. We expect the price increases implemented in the March quarter to increase Vertiv margins in the second half of 2022 and full year 2023. Vertiv said on
the quarterly conference call that commodity electronic parts and semiconductors both remain in very tight supply and prices are not declining as expected. The Chairman
of Vertiv said he expects the supply situation to improve in the second half of 2022 and stated, “it looks like it's coming together at this point. As I said, I feel good about
the profile and feeling good about 2023.”
Stone Harbor Investment Partners
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Governments

Government bonds initially saw better demand this week as market
participants began pricing in a potential deceleration of monetary
tightening amid the softer economic data. According to Bloomberg’s
OIS model, market participants scaled back their rate hike
expectations by 0.10% intra-week, however, pricing recalibrated after
several Fed officials reiterated the FOMC’s commitment to tackling
inflation, which it viewed as still not complete. The yield on the
benchmark 10-year Treasury traded down to 2.51% before retracing
to end the period little changed at 2.71%. Against this backdrop,
Treasury volatility, as measured by the ICE BofAML MOVE Index,
ended the period 5 pts higher to 122. The U.S. 2s10s curve slipped
deeper into inversion and ended the week another 15 bps lower
to -37 bps. U.S. breakevens, a gauge of inflation expectations, were
unchanged at 2.49%, while the 10-year real yield fell 9 bps to 0.22%.

74% posting a positive earnings surprise, while only 20% saw a
negative earnings surprise.

European government bonds also saw better demand this week
as the yield on 10-year Bunds and OATs fell to 0.87% and 1.44%,
respectively, as markets repriced rate hike expectations. The latest
GDP readings reflect a growing divergence across the Euro-area.
Economic activity across France, Italy and Spain slowed but to a
lesser degree than anticipated. While Italy and Spain benefited from
the post-lockdown increase in tourism, German GDP was essentially
unchanged over the quarter and fell more sharply than expected.
Euro-area GDP slowed from 5.4% in Q1 to 4.0% in Q2. In peripherals,
the spread on 10-year Italian BTPs fell 24 bps over comparable
Bunds as political uncertainty subsides. According to polls, far-right
leader Meloni is leading and has expressed plans to adhere to
the EU budget rules.

Securitized

For July, the Bloomberg corporate index spreads tighten 11 bps and
posted positive excess returns of 109 bps with total returns that were
positive by 3.24%. The best performing sectors were Railroads, Food
& Beverage, and Aerospace & Defense, while the worst performing
sectors were Airlines (the only sector to post a negative excess return),
Industrial Other, and Financial Other. Duration outperformed during
the month with long bonds in the 25yr+ bucket producing 182 bps of
excess return vs. the 1-5yr bucket with only 66bps. Performance by
ratings were mixed with BBB’s only slightly outperforming A rated
bonds by 15 bps, while cross-over credits provided outsized excess
returns at 419 bps. Supply for July totaled US$95.25 billion, which
was surprisingly higher than the expected US$60-85 billion.
The mortgage current coupon tightened 10 bps this week on the
better market tone post-FOMC. Mortgage rates continue to drop
with the MBA 30-year fixed mortgage rate falling 31 bps to 5.43%
this week. The MBA rate had reached a recent high of 5.98% in June.
Lower rates helped the MBA mortgage application index rise 1.2%
with purchases and refinancings both increasing. New issue ABS
supply has been heavy with spreads steady to slightly tighter.
However, CMBS SASB new issue spreads widened this week
on general negative economic news.

Flows/Issuance

The yield on 10-year Australian government bonds fell 18 bps
after the RBA downgraded its GDP growth forecast and said
that the path of future rate increases will be data dependent.

In the investment grade corporate debt market, the new
issue calendar has picked up over the last few weeks, with
larger deals coming from the likes of Apple, Intel, Colgate, and
an inaugural issue from META. In total supply is broaching close
to US$60 billion this week, which is already approaching dealer
estimates for the entire month of August. Deals in general have
been well sought after; however, some deals were priced a little
on the high side leaving limited room for performance.

Corporates

Investment grade corporate spreads held firm despite the nosedive in
treasury rates. Spreads tightened 3 bps week over week according to
the Bloomberg corporate index leaving the option adjusted spread at
+141 bps. Trading volumes have picked up slightly, most likely due to
increase in supply as investors tend to trade bonds in secondary to
pay for new issue. Higher quality names, which had been favored, felt
a little heavier this week given the uptick in higher quality names in
the primary, while higher beta names saw more buy interest moving
spreads tighter. On the earnings front, approximately 71% of the S&P
has reported, and the results have been favorable with roughly

Fund flows into high grade bond funds flipped to inflows during
the latest period ending a span of 21 consecutive weeks of
outflow according to EPFR. Inflow for the week were US$722
million and were heavily concentrated in the corporate only
funds, with inflows of US$2.185 billion. Aggregate funds and
total return funds continued to see outflows of -US$1.268 billion
and -US$196 million, respectively. JP Morgan’s estimate of
flows into high grade corporates across all high grade credit
funds registered inflows of US$1.8 billion.

STONE HARBOR MULTI-ASSET CREDIT TARGET ALLOCATIONS (%)

3.5

U.S. High Yield

40%

3.0

European High Yield

30%

2.5

EMD - Corporate

20%

2.0

EMD - Hard

10%

1.5

EMD - Local

0%

1.0

Spread Duration

Jun-22

50%

May-22

Bank Loans

Apr-22

4.0

Mar-22

60%

Feb-22

4.5

Jan-22

70%

Dec-21

5.0

Nov-21

80%

Oct-21

5.5

Sep-21

90%

Aug-21

6.0

Jul-21

100%

Stone Harbor Multi-Asset Credit Representative Target Allocation as of 31 July 2022. Actual allocations within any account may be
significantly different from the target allocations shown here. For illustrative purposes only.

Treasuries/Cash/Hedging
Investment Grade Corporate

Securitized
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Spread or Yield Change (bps or %)

As of August 3, 2022
EM

EM Sovereign Debt

US High Yield

European High Yield
Bank Loans
Investment Grade

MTD

QTD

YTD

LTM

1W

MTD

QTD

YTD

LTM

526

(28)

(6)

(16)

159

171

2.3

0.2

3.1

(17.8)

(19.4)

EMBI G D

CEMBI Broad Diversified

CEMBI B D

381

(27)

(11)

(7)

109

111

1.2

0.2

1.2

(12.9)

(13.5)

GBI EM Global Diversified Yield

GBI EM GD

6.80

(0.20)

(0.04)

(0.26)

1.08

1.89

1.6

(0.4)

(0.1)

(14.6)

(19.0)

EMBI Global Diversified

EMBI G D

526

(28)

(6)

(16)

159

171

2.3

0.2

3.1

(17.8)

(19.4)

EMBI GD Investment Grade

EMBI IG

177

(5)

1

(12)

34

23

1.2

(0.0)

3.4

(17.0)

(17.3)

EMBI GD High Yield

EMBI HY

947

(67)

(14)

(20)

308

366

3.4

0.5

2.8

(18.7)

(21.5)

Africa

Africa

965

(87)

(17)

(9)

353

420

4.9

0.6

2.7

(20.1)

(23.3)

Asia

Asia

332

(16)

(6)

(1)

113

105

1.4

0.1

1.7

(12.6)

(13.5)

Europe

Europe

772

(40)

(14)

6

449

481

2.1

0.3

1.4

(38.0)

(39.9)

LATAM

LATAM

482

(19)

1

(24)

101

112

2.2

(0.1)

4.5

(14.3)

(16.0)

Middle East

Middle East

363

(20)

(11)

(25)

38

13

1.7

0.5

3.6

(8.2)

(7.9)

CEMBI Broad Diversified

CEMBI B D

381

(27)

(11)

(7)

109

111

1.2

0.2

1.2

(12.9)

(13.5)

CEMBI BD Investment Grade

CEMBI IG

215

(8)

(5)

11

65

55

0.7

(0.0)

0.9

(12.9)

(13.4)

CEMBI BD High Yield

CEMBI HY

635

(55)

(20)

(31)

152

168

1.8

0.4

1.6

(13.0)

(13.9)

US High Yield

US HY

474

(47)

(26)

(120)

142

119

1.9

0.5

6.5

(8.4)

(7.2)

US High Yield BB

US HY BB

320

(36)

(20)

(107)

85

64

1.8

0.3

6.5

(7.8)

(6.8)

US High Yield B

US HY B

527

(55)

(28)

(130)

151

114

1.9

0.4

6.5

(8.1)

(6.6)

US High Yield CCC

US HY CCC

1,056

(73)

(47)

(146)

362

387

2.6

1.3

6.2

(12.1)

(10.9)

Barclays PanEur HY

BAR PanEur HY

564

(30)

(21)

(92)

254

262

1.2

0.5

5.8

(9.1)

(9.1)

2% Ex Financials Yield

2% ExFin Yield

6.63

(0.35)

(0.12)

(1.39)

3.07

3.40

0.00

0.0

0.0

0.0

0.0

LSTA Price

LSTA Price

93.8

0.2

0.2

1.7

(4.8)

(4.2)

0.4

0.3

2.4

(2.3)

(0.4)

LSTA 100 Yield

LSTA 100 Yield

6.96

(0.05)

(0.08)

0.02

3.08

3.05

0.4

0.3

2.4

(2.3)

(0.4)

US Treasury 7-10 Yield

US Tsy 7-10 Yld

2.71

(0.07)

0.05

(0.30)

1.26

1.63

0.7

(0.4)

2.7

(8.4)

(10.3)

1M LIBOR

1M LIBOR

2.36

(0.02)

(0.01)

0.57

2.26

2.27

0.0

0.0

0.2

0.3

0.4

US Aggregate

US AGG

50

2

1

(5)

14

14

0.5

(0.2)

2.2

(8.3)

(9.5)

US Investment Grade Corporates

US IG Corp

141

(3)

(3)

(14)

49

53

1.0

0.1

3.4

(11.5)

(12.8)

Global Aggregate

Global AGG

54

0

0

(3)

18

19

0.6

(0.1)

2.4

(6.8)

(8.1)

81

(3)

(3)

(13)

38

42

0.1

(0.4)

1.0

(4.4)

(5.4)

106.51

-

-

-

-

-

0.1

0.6

1.7

11.3

15.7

-

-

-

-

-

-

0.5

(0.6)

(2.0)

(7.0)

(10.1)

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

1W reflects data from 27 July 2022 close through 3 August close. Source: Stone Harbor Investment Partners; Bloomberg. For illustrative purposes only. See disclosures at end of material for
additional information.
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IMPORTANT INFORMATION
Representative asset class benchmarks referenced herein are defined as
follows: U.S. 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 U.S. 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 (“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.
Stone Harbor Investment Partners is a division of Virtus Fixed Income
Advisers, LLC (“VFIA”), an SEC registered investment adviser.
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