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GLOBAL MARKET SUMMARY
Global credit markets focused on key U.S. economic data as the debate over the magnitude of the interest rate increase at next
week’s Federal Open Market Committee (FOMC) meeting continued. The Core Consumer Price Index (CPI) — the most
consequential of the latest data releases — surprised to the upside and rose 0.6% month-on-month, reversing a better reading
from July. U.S. retail sales were stronger and initial jobless claims were lower, according to data released on Thursday. The yield
of the U.S. Treasury (UST) note increased from 3.29% prior to the U.S. data release to 3.44% and held below the recent peak
reached on 14 June, just ahead of the Fed’s initial 75 bps hike. The backup in UST yields relieved pressure on credit spreads,
which widened modestly following the U.S. inflation data but tightened from a week ago. Accordingly, excess returns over U.S.
Treasuries were positive across the major credit sectors, with high yielding EM sovereign debt outperforming. Within emerging
markets, hard currency corporate debt underperformed hard currency and local currency sovereign debt. The U.S. dollar gained
against the Euro and Yen immediately following the US inflation data, then retreated against both currencies, ending the week
stronger against the euro and weaker against the yen. Spot currency performance in emerging markets was positive.
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United States
The latest U.S. inflation readings came in stronger than
expected as core CPI advanced 0.6% m/m in August,
exceeding estimates of 0.3%, while headline CPI rose 0.1%.
Lower energy prices helped contain the headline inflation
reading; however, rent and owner’s equivalent rent (OER)
remain key contributors to an elevated core inflation reading.
Despite multiple interest rate increases, the FOMC is expected
to continue its rate hiking cycle until inflation begins to cool
towards the central bank’s target.

The European Commission is prepared to officially propose a
multi-pronged approach to tackling the current energy crisis.
The plan consists of an overall reduction of energy
consumption, targeted reduction during peak hours and levies
to redistribute profits from energy companies to assist
consumers. The plan requires approval by all member states.

As of this writing, U.S. rail companies and unions reached a
tentative agreement, effectively avoiding a freight railroad
strike that carried the protentional to exacerbate the U.S.
supply chains and already elevated levels of inflation.

Top officials from Russia met with their Chinese counterparts
in Beijing this week and reaffirmed their support on issues
pertaining to their respective interests. According to a Foreign
Ministry statement, China reiterated its commitment to partner
with Russia to safeguard its common interests and to, “promote
the development of the international order in a more just
and reasonable direction.” Presidents Xi Jinping and Vladimir
Putin will meet in person, for the first time since Russia’s
invasion of Ukraine, at the upcoming Shanghai Cooperation
Organization summit.

Europe
Her Majesty Queen Elizabeth II, Britain’s longest serving
monarch, passed away peacefully at the age of 96 in her estate
in Balmoral, Scotland. Her eldest son, Charles, succeeds her on
the throne as King Charles III.
As the war in Ukraine approaches it 29th week, Ukraine’s
military reclaimed approximately 3,000 square kilometres of
lost territory, which reverses months of advances by Russian
forces. In retaliation, Russian missiles hit power plants across
northeast Ukraine resulting in blackouts within that region.
While the recuperation is promising, it is too early to determine
if this marks a sustained pivot in the war. The Kremlin is said to
have delayed referendums for the annexation of the Donbas
region following the loss of control.

Economist Corner

Asia/Japan

Earlier in the month, Japanese Vice Finance Minister Masato
Kanda said the governing bodies are highly concerned and
would not rule out any options if the Yen weakness persists.
The Bank of Japan (BoJ) conducted rate checks on the
Japanese Yen with market participants in what is typically
viewed as a precursor to currency intervention. A rate check
occurs when central bank officials call dealers asking for an
indicative price in which the BoJ could intervene.

Seamus Smyth, PhD, Developed Markets

The Consumer Price Index (CPI) report for August showed gasoline price declines
helping to lower overall inflation. More important for the economy—and the Fed
outlook—though was a core inflation increase of +0.57% month-over-month, a 7%
annual rate. Not only was that notably worse than expectations, but the composition
of reading was also concerning.
A significant part of the high reading was that rent and owners’ equivalent rent
inflation remain very high. But this was not significant incremental information. Due
to the nature of these subindexes, they tend to keep rising once they have started
to increase. They aim to measure the rent paid for the given month, but since rental
contracts are often for 12-month periods, high readings persist as existing rental
contracts reset higher.
More incremental information, and concerning incremental information, came from
prices in the education and medical sectors. As the accompanying chart shows, both
have increased significantly over the course of 2022. Though neither has gone to
unprecedented levels, the increase is notable, in part because labor costs are often a
big chunk of costs in these sectors.
One final thing to keep an eye on is the potential for a bit of a gap to open up
between core CPI and core Personal Consumption Expenditures (PCE). Some of the
inputs into core PCE are running somewhat lower than CPI. And remember here that
the Fed’s target is PCE inflation, not CPI inflation.

Steffen Reichold, PhD, Emerging Markets
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External Sovereign Debt

Sovereign Soundbites

External sovereign debt spreads tightened 16 bps and the JP
Morgan EMBI Global Diversified returned 0.22%. Noninvestment grade credits outperformed investment grade
bonds. The top performers included Ukraine (19.4%), Suriname
(14.2%), and Maldives (5.1%). The bottom performers included
Venezuela (-10.9%), Sri Lanka (-4.0%), and Pakistan (-2.7%).

Local Currency Debt
The JP Morgan GBI EM Global Diversified returned 0.2%. EM
currencies returned -0.1%, in aggregate. The Brazil real
outperformed with spot FX return of 1.4%, followed by the
Colombian peso (1.3%) and Peruvian sol (1.0%). Underperformers
included Chile (-3.1%), Hungary (-1.6%), and Romania (-0.9%).
The yield of the JP Morgan GBI EM Global Diversified was
unchanged at 6.93%. Turkey bonds outperformed with yields 36
bps lower, followed by Czech Republic (-18 bps) and Philippines
(-15 bps) bonds. Egypt, Colombia, and Mexico underperformed
with yields 45 bps, 36 bps, and 12 bps higher, respectively.
In central bank actions, Poland hiked the repo rate by 25 bps to
6.75% and Peru hiked the reference rate by 25 bps to 6.75%.
Argentina increased its key rate 550 bps to 75%.

EM Corporate Debt
The JP Morgan CEMBI Broad Diversified returned -0.06%.
Non-investment grade credits returned 0.57% as spreads
tightened 32 bps, while investment-grade rated securities’
spreads tightened 4 bps on average leading to a total return of
-0.54%. The increase in UST yields drove the underperformance
of investment grade EM corporate bonds. The continued strong
performance in Argentina (+1.5%) contributed to the
outperformance of the non-investment grade sector. In
addition, Macau gained 4.80% after the island opened its
borders with several countries and in advance of an impending
closure of the bidding window for new gambling concessions.
Ukraine’s corporate bond prices also increased following recent
gains by the Ukrainian military against Russian troops.

Flows/Issuance
In EM corporates, the main primary activity was a reissuance
by JBS of existing bonds in 5-year, 10-year and 30-year
maturities.
According to Emerging Portfolio Fund Research (EPFR),
EM fixed income funds saw net outflows of US$1.4 billion,
primarily from hard 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.
Source: EPFR

Following a week of technical discussions

ARGENTINA for the second review of Argentina’s IMF

program, Kristalina Georgieva, IMF
Managing Director, released a statement supporting the intense
efforts by Economy Minister Sergio Massa to stabilize the
economy. Georgieva announced the program goals will remain
unchanged, highlighting critical areas including the updated
macroeconomic framework; the fiscal parameters – namely, a
primary deficit target of 2.5% of GDP in 2022 and 1.9% of GDP in
2023; the monetary policy framework with the objective of
sustaining positive real interest rates; reserve accumulation; and
structural agenda, particularly relating to reviewing corporate tax
incentives and combating tax evasion and money laundering. A
staff level agreement is expected this week.

Tensions flared between Azerbaijan and

AZERBAIJAN Armenia over the weekend as both sides

claimed they were provoked by military
actions. Armenia said several towns along its border had been
shelled by Azerbaijan; and Azerbaijan said it was responding to
attacks on the country’s infrastructure by Armenia. In response,
Russia announced on Monday that it had negotiated a rapid
ceasefire, which took effect early Tuesday. Despite Azerbaijan’s
strong credit metrics, as well as Moody’s ratings upgrade of the
sovereign in August, the latest episode of military conflict
underscores the lingering geopolitical tensions that weigh
against a more positive outlook for the credit, in our view.
New President Gustavo Petro

COLOMBIA campaigned on the need for increased

spending to promote rural development
and boost support for education and healthcare, as well as to
fund additional social programs. He appears to be making
progress on these goals. This week, the House and Senate
economic committees unanimously approved an expanded and
record-high COP$405.6 trillion spending budget for 2023, up
from COP$391.4 trillion in the original proposal submitted by the
Duque administration. Finance Minister Jose Antonio Ocampo
stated that the additional COP$14.2 trillion in spending will be
mostly financed through tax revenues, dividends from Ecopetrol,
and loans from multilateral organizations.
Congress will debate the spending allocations of the 2023 fiscal
budget in plenary sessions soon and may modify the proposed
allocations before 20 October. If no agreement is reached before
this date or if congress rejects the proposal, President Petro may
sanction it by decree, in which case it will be enacted as law
starting on 1 January 2023. Since Petro controls a majority in
congress, approval before the 20 October deadline appears
most likely, in our view. The expanded 2023 budget, which
amounts to 1.1% of 2023 GDP (assuming the government’s
growth projections of 7.7% for 2022 and 1.8% for 2023) will
further strain Colombia’s fiscal situation.
Early this week, Egypt’s President Abdel Fattah

EGYPT El-Sisi met with Qatar’s Emir Sheikh Tamim bin

Hamad Al Thani for the first time since 2017 in
a step towards establishing better relations between the two
countries. Egypt’s efforts to improve relations with Qatar carry
important and timely implications for the path of the IMF’s
Extended Fund Facility (EFF) program as Qatar and other Gulf
Cooperation (GCC) countries offer potential safeguards for the
expected IMF funding. Specifically, the GCC financing terms
impact the IMF’s debt sustainability assessment (DSA), which is a
precondition for exceptional access. GCC support could also
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help reduce Egypt’s short-term debt, which is necessary for
meeting the Exception Access Criteria 2. In addition, GCC
nations could help accelerate the accumulation of foreign
exchange reserves by donating their special drawing rights (SDR)
allocation to Egypt. Finally, GCC government and private sectors
could aid in structural reforms and help design a strategy to raise
private investments and move away from State Owned
Enterprise. Egypt’s external sovereign debt spread tightened.
On Monday, the government offered

EL SALVADOR to purchase up to US$360 million of

bonds maturing in 2023 and 2025
through its previously announced bond buyback program. The
revised amount is US$200 million less than initially indicated in
July. The government offered to purchase the 2023 bonds at 91
cents and the 2025 bond at 54 cents on the dollar. According to
the Finance Minister Alejandro Zelaya, the buyback will be
funded by Special Drawing Rights, multilateral funding, and a
new bond deal with the central bank.
Serbia has secured a US$1 billion loan from the

SERBIA United Arab Emirates (UAE) to be used for debt

servicing and energy imports. The 3%
borrowing rate for the loan is expected to save the government
up to US$45 million in interest payments and represents roughly
half the interest cost on the international bond market. This
funding from the UAE is a welcomed relief for Serbia as it has
faced reluctance among international investors to lend based on
Serbia’s failure to adopt sanctions against Russia.

Concurrently, Serbia’s President Aleksandar Vucic announced over
the weekend that the government plans to seek a standby
agreement with the IMF. Serbia currently has a non-financial policy
coordination instrument with the IMF, which would dissolve upon
reaching a loan agreement. Serbia’s public debt stands at
approximately 52.3% of gross domestic product.
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According to the local press who cite trade

TUNISIA union sources, the government and the

Tunisian General Labor Union (UGTT) agreed
to a wage increase of 3.5% in the public sector and civil services.
The agreement, which appears likely to be signed soon, involves
more than 680,000 civil servants, covers the years 2023-2025 and
will take effect in 2023. This development is important for
ongoing discussions between Tunisian authorities and the IMF
about a new Extended Fund Facility. While the IMF is not making
a lending program conditional on UGTT support, it does demand
that dialogue with stakeholders continue. With such a large
membership, the UGTT is an important group with significant
influence on social acceptance of IMF reforms.
President Recep Tayyip Erdogan introduced a

TURKEY plan on Tuesday for state-run housing agency

TOKI to build 500,000 homes and sell 250,000
land plots to qualifying applicants over the next five years. The
plan also includes building 50,000 offices and is expected to cost
the government approximately US$50 billion. Under this homeownership project, the repayment period will be extended to 20
years to keep monthly payments around US$125 against the
country’s minimum monthly wage of roughly US$300. The
administration anticipates the year-end budget deficit at 3.4% of
Turkey’s US$830 billion economy after running a surplus in the first
seven months of this year. The announcement comes as public
support for Erdogan and the ruling AK Party has waned over the
last few years and as Erdogan’s poll results continue to decline.
Following the recent approval of a US$1.3

ZAMBIA billion IMF bailout and economic program, the

IMF’s Debt sustainability Analysis (DSA), which
forms the basis of the talks with creditors, was published late last
week. The report indicated that the country will need US$8.4
billion in funding relief over the next three years as Zambia
prepares to start discussing restructuring of its US$17.3 billion
external debt. The terms of debt restructuring with the various
creditors group, including with China – Zambia’s largest creditor
– remain uncertain.

Chart of the Week
As shown in the accompanying chart, the divergence between Turkey’s
inflation and government bond yields has widened massively. Inflation
has surged this year as policy makers have doubled down on their
unorthodox strategy. Interest rates have been cut and more cuts are likely.
The resulting FX weakness and surge in consumer demand, combined
with rising energy costs have driven inflation to long-time highs. Under
normal conditions, sharp increases in inflation would have triggered
bond yields to rise, too. However, the exact opposite happened in Turkey
this year because of financial repression. Bond yields have dropped to
around 10% (yield on the JPM GBI-EM GD Turkey Index). Real yields are
deeply negative as a result. The key drivers have been regulations that
effectively force banks to buy government bonds, thus driving down
yields. At this time, foreign investors have all but exited the local Turkish
government bond market. The key question now is how long can this
extreme imbalance continue? The answer ultimately depends, to a large
extent, on the behavior of Turkish depositors. With highly negative real
yields, the incentives are high to dollarize, i.e., switch local currency
deposits into hard currencies. A flight to the US dollar or Euro would
put more pressure on the exchange rate and FX reserves and ultimately
force the central bank to change course. In our view, the odds of a shift in
policy are rising as the imbalance continues to grow.
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GLOBAL HIGH YIELD
U.S. High Yield

The ICE BofAML U.S. High Yield Constrained Index gained 0.09% amid
equity and rate market volatility. The strong performance from earlier in
the week reversed following the higher-than-expected CPI report on
Tuesday. The sell-off was mostly ETF and hedge fund-driven while real
money accounts, with healthy cash balances, continued to reset their
bids lower against signs of weakening macro environment. B and CCC
paper outperformed gaining 0.22% and 0.15% respectfully, while BB’s
eked out a 0.01% gain because of the sharp move in rates. Index
spreads tightened 21 bps for the week to finish at +487 OAS and yields
closed unchanged at 8.48%. Sector performance was mixed with
Drillers, Leisure, Retail Non-Food/Drug, and Technology outperforming
their peers. Food, Satellites, Wirelines, Wireless, and Healthcare were
the underperformers with negative total returns.

Leveraged Loans

The Loan market exhibited two distinct tones this past week. Initially,
there was stability in the markets following the Labor Day holiday, as
evidenced by an increasing new issue calendar and recovering
secondary trading levels. This quickly reversed as weaker-than-expected
CPI data drove sentiment to turn negative as concerns over the impact
of more hawkish monetary policy from the Fed weighed on investors.
Notably, the leveraged loan market, while weakening, outperformed
other fixed income asset classes. For the week, the Morningstar LSTA
US Leveraged Loan Index (the "Index) returned .18%, the average bid
price increased 13 bps to US$94.39, and the spread-to-maturity
tightened 1 bps to L+499. As sentiment shifted, the higher quality BB
portion of the market outperformed the lower rated B and CCC portions
of the market. From an industry perspective, we saw strength in the
Airline, Gaming, and Aerospace/Defense sectors, while Leisure, Satellite,
and Consumer Products sectors lagged. The Leisure sector struggled as
a result of theater operator Cineworld filing for bankruptcy earlier this
month. Lastly, there were no defaults in the Index this past week.

European High Yield

The Bloomberg Barclays Pan-Euro High Yield 2% Cap Ex Financials
Index gained 0.45% behind the announcement of the UK energy
support package for consumers and businesses that would help
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consumers and businesses manage the steep rise in energy costs.
Index spreads tightened 31 bps for the week. Orpea bonds dropped
5 points after issuing preliminary 1H22 results that showed a greaterthan- anticipated decline in margins due to food and energy inflation.
Grifols bonds climbed 3 points after the company announced a
15-year agreement with the Canadian Blood Services to accelerate
their self-sufficiency in accessing immunoglobulins.

Flows/Issuance
According to EPFR, the U.S. high yield market gained US$397
million led by ETFs, which saw more than US$1 billion flow into
their product. This week’s positive flow reversed three straight
weeks of outflows totaling US$13 billion. The window for new
issues was open prior to the CPI report where three higher rated
companies were able to price a total of US$3 billion. The move in
rates may temporarily close new issuance to any opportunistic
refinancing ahead of the Fed rate decision next week.
In leveraged loans, technicals remained neutral. On the new issue
front, investors remain focused on the Citrix buyout financing
package that is in syndication. Early indications are showing that
demand for the Term Loan B portion of the financing is strong, but
we await further information as the commitment deadline
approaches. Additionally, we continue to see further demand from
Collateralized Loan Obligation (CLO) investors. There have been
seen six transactions price month-to-date for US$2.64 billion. In
terms of flows, we continued to see outflows from retail loan
mutual funds and Exchange Traded Funds (ETFs), and although
the pace of outflows remains manageable, third straight week of
outflows appear likely.
For European high yield, market conditions produced another
week of outflows with US$50 million of redemptions, bringing the
September total to US$243 million. While there was no primary
issuance during the week, Italian gaming company, Lottomatica,
announced a new offering of €350 million 5-year senior secured
notes with an initial price talk of 10%.
Source: Lipper, EPFR

Industry Insights
FINANCIAL SERVICES: Investment grade and high yield rated banks, insurers, consumer lenders, and credit card companies presented at Barclay’s financial
services conference this week. A consistent message across all of the companies was that consumer credit is deteriorating. The companies indicated that they have seen consumer
credit “normalizing” as formerly strong consumers have seen their personal finances decline recently. The companies stressed that credit is normalizing following some of the
best ever reported credit statistics in 2021, which suggests that despite credit deteriorations, we are still seeing historically good credit statistics today. A high yield consumer
finance company said subprime customers are showing real credit stress, but this company also said that looking just at the subprime consumers they are seeing materially
stronger performance from creditors that own their home with a mortgage compared to renters. They are seeing this across the United States and the company thinks that the rent
increases of the last two years are really hurting subprime consumers today.
MIDSTREAM: Antero Midstream is acquiring Crestwood Midstream’s Marcellus assets for US$205 million cash. The Crestwood assets are currently only 28% utilized
and have no rigs working on the acreage but Antero Midstream guided that they will integrate the excess capacity within its own Marcellus assets, including relocating excess
compression capacity onto their existing system. Antero Midstream paid a 6x EBITDA multiple for the assets and expects to extract US$50 million of synergies over the next year.
All the volumes on both systems are from Antero Resources so the acquisition consolidates all their midstream services under Antero Midstream and allows increased fungibility
across the system. The acquisition will be funded with a revolver draw, increasing Antero Midstream’s leverage in the near-term from 3.6x to 3.9x, excluding any synergies.
Crestwood will use 50% of the proceeds to reduce debt and the other 50% to fund share repurchases. The acquisition is expected to close in the 4Q22.
PACKAGING: After market close on Tuesday, Owens Illinois (OI), raised both its third quarter and full year earnings guidance. While details in the company’s press release
were limited, they pointed to unchanged demand on the volume front as the glass bottle volumes continue to rebound from depressed levels during the pandemic and continued
pricing power. This demonstrates that OI was able to both outpace inflationary pressures on the pricing front while also improving price/mix to more profitable bottle lines. Given
we are roughly 75 days into the third quarter, this guidance would suggest that even at higher prices, end consumer demand remains strong despite the macro headwinds.
Stone Harbor Investment Partners
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INVESTMENT GRADE

Governments

Treasury volatility, as measured by the ICE BofAML MOVE Index,
eased 8 pts to 125 as government bond yields began the week with a
slow drift higher. The upward move in rates was exacerbated by a
stronger- than-expected U.S. inflation print as core CPI rose 0.6% in
August. The yield on 10-year Treasuries ended the period 14 bps
higher at 3.41% as rate hike expectations similarly rose. According to
OIS markets, participants are now pricing in a 100 bps by the FOMC
during their September meeting and expect the Fed funds rate to
reach 4.25% by year end. Given the decreased likelihood of a soft
landing, amid more aggressive tightening, U.S. 2s10s fell deeper into
inversion and ended the period at -39 bps. 10-year real yields rose for
a sixth consecutive week to 0.93%, while U.S. breakevens, a gauge of
inflation expectations, edged 2 bps higher to 2.48%.
The ascent in European rates continued after the European Central
Bank raised its main refinancing rate by 75 bps to 1.25% last week. The
yield on 10-year Bunds and OATs rose 13 bps to 1.72% and 2.28%,
respectively. U.K. gilts were similarly offered, and the yield on 10-year
gilts rose 10 bps to 3.13%, while the U.K. 2s10s remains flat at 0.04
bps. The spreads on peripherals were unchanged this week with
10-year Spanish and Italian bonds trading 1.15% and 2.28%,
respectively, over comparable Bunds.
The yield on 10-year Japanese government bonds ended the week at
0.258%, testing the BoJ’s 0.25% limit, as the central bank maintains its
Yield Curve Control program.

Corporates

Investment grade corporates were fairly resilient coming into this week,
and despite the higher-than-expected CPI data, spreads on corporates
are still better by 5 bps on the week with the Bloomberg corporate
OAS down at +140 bps where we finished the month. Also helping the
markets was the underwhelming new issue calendar and yields on the
corporate index breaching 5% for the first time in over a decade.
Credit curves have steepened in the short end as Treasury curves have
inverted, while 10/30’s credit curves remain relatively flat given the
demand for yield on the long end. BBB’s vs Single A rated spreads
remain fairly sticky at +57 bps; however, more recently there has been
better demand for lower quality, deeply discounted bonds.
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Securitized

The mortgage current coupon widened 4 bps in the broader market
decline. The MBA 30-year mortgage rate topped 6% this week,
coming in at 6.01% at the highest rate since 2008. Mortgage
applications fell 1.2%, a decline for the 5th consecutive week.
JPMorgan revised their HPA (home price appreciation) forecasts lower
on higher rates. They are projecting a 7.5% HPA in 2022 from a
previous estimate of +12.5%. For 2023, they are looking for a 5% drop
in 2023 compared to a previous estimate of +2.5%. Some non-QM
RMBS bonds are beginning to see interest shortfalls as higher coupon
collateral has prepaid leaving behind lower coupon collateral. Chase
issued a US$1 billion of a 3-year fixed credit card, their first deal in 2.5
years. Two large SASBs were also issued: a Blackstone securitization
of the American Campus student housing portfolio and an Industrial
Logistics industrial portfolio.

Flows/Issuance

In the primary markets for investment grade corporates, roughly
US$18 billion was issued, far less than street expectations of
between US$40-US$50 billion. Deals saw surprisingly strong
demand with elevated oversubscriptions rates and modest
new issue concessions. Many issuers stood down given the
movement in rates and difficult macro environment; however,
investors seem to favor spending cash in the new issue market.
High grade fund flows saw outflows of -US$863 million for the
latest period according to EPFR. Outflows were driven by ETF’s
potentially related to dealers using ETF’s to hedge the heavy new
issue calendar (flow numbers are lagged by 1 week). Corporate
only funds drove the majority of the outflow at -US$1.446 billion,
followed by -US$502 million outflows from Total return accounts.
Aggregate funds saw offsetting inflows of US$1.085 billion,
mostly from the short end. JP Morgan’s estimate of flows into
high grade corporates across all high grade credit funds saw
US$1.3 billion of outflows.

STONE HARBOR MULTI-ASSET CREDIT TARGET ALLOCATIONS (%)

Stone Harbor Multi-Asset Credit Representative Target Allocation as of 31 August 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 September 14, 2022
EM

EM Sovereign Debt

US High Yield

European High Yield
Bank Loans
Investment Grade

MTD

QTD

YTD

LTM

1W

MTD

QTD

YTD

LTM

494

(16)

(7)

(48)

127

150

0.2

(0.6)

1.3

(19.3)

(21.5)

EMBI G D

CEMBI Broad Diversified

CEMBI B D

346

(15)

(3)

(43)

74

95

(0.1)

(0.6)

0.6

(13.4)

(14.8)

GBI EM Global Diversified Yield

GBI EM GD

6.93

(0.00)

0.05

(0.13)

1.22

1.83

0.2

(0.6)

(0.5)

(14.9)

(19.4)

EMBI Global Diversified

EMBI G D

494

(16)

(7)

(48)

127

150

0.2

(0.6)

1.3

(19.3)

(21.5)

EMBI GD Investment Grade

EMBI IG

164

(6)

2

(25)

21

16

(0.3)

(1.7)

(0.3)

(19.9)

(20.6)

EMBI GD High Yield

EMBI HY

876

(29)

(25)

(91)

236

309

0.8

0.6

3.0

(18.6)

(22.3)

Africa

Africa

854

(39)

(55)

(120)

241

323

1.5

2.2

5.9

(17.6)

(21.9)

Asia

Asia

320

(4)

22

(13)

100

103

(0.6)

(2.3)

(1.0)

(14.9)

(16.4)

Europe

Europe

650

(43)

(35)

(116)

327

372

1.4

0.9

1.7

(37.8)

(40.3)

LATAM

LATAM

473

(8)

(7)

(33)

92

112

(0.3)

(0.7)

1.0

(17.2)

(19.5)

Middle East

Middle East

348

(14)

6

(40)

23

11

0.1

(1.5)

0.9

(10.6)

(11.2)

CEMBI Broad Diversified

CEMBI B D

346

(15)

(3)

(43)

74

95

(0.1)

(0.6)

0.6

(13.4)

(14.8)

CEMBI BD Investment Grade

CEMBI IG

184

(4)

3

(20)

34

37

(0.5)

(1.1)

(0.6)

(14.2)

(15.2)

CEMBI BD High Yield

CEMBI HY

592

(32)

(12)

(75)

108

152

0.6

(0.0)

2.2

(12.5)

(14.4)

US High Yield

US HY

487

(21)

(28)

(107)

155

162

0.1

0.1

3.5

(11.0)

(10.8)

US High Yield BB

US HY BB

332

(19)

(28)

(95)

97

105

0.0

0.0

3.1

(10.8)

(10.8)

US High Yield B

US HY B

508

(26)

(30)

(149)

132

131

0.2

0.2

3.8

(10.5)

(10.0)

US High Yield CCC

US HY CCC

1,131

(23)

(17)

(71)

437

473

0.2

(0.1)

4.9

(13.1)

(13.0)

Barclays PanEur HY

BAR PanEur HY

552

(31)

(5)

(104)

241

269

0.4

(0.2)

3.7

(11.0)

(11.4)

2% Ex Financials Yield

2% ExFin Yield

7.45

(0.12)

0.12

(0.57)

3.90

4.33

0.00

0.0

0.0

0.0

0.0

LSTA Price

LSTA Price

94.3

0.0

(0.3)

2.2

(4.3)

(4.2)

0.2

(0.1)

3.6

(1.1)

(0.1)

LSTA 100 Yield

LSTA 100 Yield

7.14

0.10

0.17

0.20

3.26

3.41

0.2

(0.1)

3.6

(1.1)

(0.1)

US Treasury 7-10 Yield

US Tsy 7-10 Yld

3.42

0.15

0.24

0.41

1.97

2.23

(1.1)

(1.8)

(2.6)

(13.1)

(14.5)

1M LIBOR

1M LIBOR

2.94

0.23

0.39

1.15

2.84

2.85

0.0

0.1

0.4

0.6

0.6

US Aggregate

US AGG

53

1

3

(2)

17

18

(0.9)

(1.5)

(1.9)

(12.1)

(13.1)

US Investment Grade Corporates

US IG Corp

140

(5)

0

(15)

48

54

(0.5)

(1.4)

(1.2)

(15.4)

(16.6)

Global Aggregate

Global AGG

56

0

2

(1)

20

22

(0.5)

(0.9)

(1.0)

(10.0)

(10.9)

78

(4)

(1)

(16)

35

40

(0.6)

(0.6)

(0.6)

(5.9)

(6.8)

109.66

-

-

-

-

-

(0.2)

0.9

4.8

14.6

18.4

-

-

-

-

-

-

0.1

(0.7)

(2.6)

(7.6)

(11.1)

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 7 September 2022 close through 14 September 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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