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GLOBAL MARKET SUMMARY
Global credit markets focused on the U.S. Federal Reserve’s (Fed) decision to hike its policy interest rate by 25 basis points 
(bps) and Chairman Jerome Powell’s press conference on Wednesday.  The rate increase came as expected and the 
statement leaned hawkish, with Powell noting that the job of reducing inflation is not yet complete. However, as the press 
conference progressed, markets grew more positive.  U.S. Treasury yields moved lower.  By Thursday morning, the U.S. dollar 
had recovered some of the previous day’s selloff to settle at levels near those from a week ago.  The Euro mirrored the U.S. 
dollar moves.   On Thursday, the European Central Bank (ECB) and Bank of England (BoE) both announced interest rate hikes 
of 50 bps, as broadly anticipated. Credit spread movements were modest for the week.  EM sovereign and corporate 
spreads were little changed.  Similarly, U.S. high yield spread changes were modest, with somewhat larger moves wider in 
lower rated credits.   EM FX markets remained firm relative to the U.S. dollar.    

As of: 1 February 2023. Source: Bloomberg, Stone Harbor Investment Partners. For illustrative purposes only. See disclosures at end of material for additional information.
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On January 30th, the IMF released the quarterly update to their 
World Economic Outlook (WEO), showing an upward revision to 
the global growth forecast for the first time in more than a year, 
before Russia invaded Ukraine and the Fed started hiking rates. 
World growth is forecast to slow in 2023, from 3.4% to 2.9%, 
but this is an upward revision from the October forecast round. 
The main growth positive development has been the improving 
outlook on China, as the country ended its zero-COVID policy 
and its housing market policy turned more supportive. While 
we had already pointed out the importance of these policy 
changes in previous publications, we still found two points worth 
highlighting in the WEO update. 
The global growth slowdown expected for 2023 is due to 
Advanced Economies (AEs). Driven by monetary tightening and 
the impact of the Russia-Ukraine war, all major AEs are slowing 
significantly, with a meaningful risk of slipping into recession, 
though this is not the IMF’s baseline. Emerging Markets (EMs), on 
the other hand, are now expected to accelerate slightly on average 
with the main contribution coming from China. This is clearly 
positive for other EMs, too. While many are still forecast to slow in 
2023, the average growth for EMs has turned slightly positive. As 
a result, the growth differential between AEs and EMs is more than 
doubling: from just 1.2 ppts to 2.8 ppts, the highest in ten years. 
The second important point from the WEO update is that EMs 
contribution to global growth is reaching 80%, with AEs share dropping to only 20%. China and India together account for almost 50%. But even excluding China and India, other 
EMs together contribute 33%, substantially more than all AEs together. In our view, this should be good environment for EM assets. Growth differentials have in the past been an 
important factor in driving capital flows and we think 2023 should see some of the flows shift in favor of EMs again.

GLOBAL BACKDROP

United States
Tensions between the U.S. and China are incrementally 
escalating after the Biden Administration is said to be reviewing 
additional measures to further limit, and possibly ban, all 
American semiconductor sales to China’s Huawei Technologies. 
Limitations on sales of American technologies, from firms such as 
Intel and Qualcomm, have been in place since 2019. In response 
to the latest report, the Chinese government accused the U.S. of 
pursuing technology hegemony.

The incoming economic data was mixed ahead of this week’s 
FOMC’s rate decision. The Employment Cost Index (ECI) 
decelerated more quickly than expected, from 1.2% in Q3 to 
1.0% in Q4, fostering the disinflation theme and supporting 
expectations for the Fed to slow the pace of its interest rate 
hikes. Similarly, the latest ADP report reflects a continuation of 
the downward trend observed since the beginning of 2022 as the 
pace of employment slowed from 253k in December to 106k in 
January. Partially offsetting the cooling ADP release were the 
JOLTS job openings, which unexpectedly reaccelerated from 
10.44 million to 11.01 million.  

Europe
U.K. Prime Minister Rishi Sunak fired Conservative Party 
Chairman Nadhim Zahawi, who also previously severed as 

Seamus Smyth, PhD, Developed Markets Steffen Reichold, PhD, Emerging MarketsEconomist Corner

Chancellor of the Exchequer, after a review determined there was 
a serious breach and insufficient regard of the Ministerial Code. 
Zahawi acknowledged carelessness with regards to his taxes and 
settled a retroactive penalty with His Majesty’s Revenue and 
Customs (HMRC). Sunak is now directing his attention over 
towards plans on rejuvenating the National Health Service (NHS), 
which includes funding for additional capacity, shortened wait 
times, and hours of service.

In efforts to increase the competitiveness of its industries, and as a 
response to the Biden Administration’s Inflation Reduction Act, 
the European Union is reviewing plans to provide financial 
support for local companies. The relief will be a key pillar of the 
Green Deal Industrial Plan and support will be in the form of tax 
credits and capital investments with an emphasis on clean energy 
and quantum computing. EU leaders are expected to discuss 
further details regarding the proposal next week.

Asia/Japan
Japan, alongside the U.S. and Netherlands, is prepared to limit 
the distribution of advanced semiconductor machinery to China. 
The alliance between the three countries hampers China’s 
ambitions of manufacturing and developing its internal 
semiconductor capabilities. Given the sensitivity of the 
measures, no formal announcement or declaration of the 
limitations are expected. 

As of 31 January 2023
Sources: IMF, WEO, Stone Harbor Investment Partners
Above chart contains forecasts are from the IMF. For illustrative purposes only.
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External Sovereign Debt
External sovereign debt spreads tightened 1 bp and the JP Morgan 
EMBI Global Diversified returned 0.2%. Investment grade bonds 
outperformed non-investment grade credits, registering total returns 
of 0.4% and 0.0%, respectively. The top performers included 
Lebanon (6.7%), Zambia (4.8%), and Tajikistan (2.4%). The bottom 
performers were Nigeria (-4.1%), Sri Lanka (-3.0%), and Ghana (-2.0%).        

Local Currency Debt
The JP Morgan GBI EM Global Diversified returned -0.1%.  EM 
currencies returned 0.0%, in aggregate. The Chilean peso 
outperformed with spot FX return of 1.8%, followed by the Peruvian 
sol (1.3%) and Uruguayan peso (1.0%). Underperformers included 
Egypt (-1.0%), Hungary (-0.4%), and Thailand (-0.4%).

The yield of the JP Morgan GBI EM Global Diversified increased 1 bp 
to 6.58%.  Dominican Republic bonds outperformed with yields 31 
bps lower, followed by Philippines (-22 bps) and Peru (-10 bps) bonds. 
Turkey (+94 bps), Hungary (+39 bps), and Egypt (+33 bps) 
underperformed. 

In monetary policy, the central bank of South Africa hiked the repo 
rate by 25 bps to 7.25% and Colombia hiked the overnight rate by 75 
bps to 12.75. Egypt left its policy deposit interest rate unchanged at 
16.25%; Bloomberg’s survey of economists had suggested an 
expected hike of 100 bps.       

EM Corporate Debt
The JP Morgan CEMBI Broad Diversified returned 0.3%, with high 
yield credits (0.4%) marginally outperforming investment grade bonds 
(0.3%). At the regional level, major contributors to the gains were 
Europe (0.6%) and Asia (0.5%). In Europe, Ukraine (3.0%) and 
Uzbekistan (2.5%) contributed to positive returns. In Asia, the returns 
were driven by sizeable gains in Mongolia (3.2%), Philippines (1.3%), 
and Thailand (0.8%). Underperformers for the week were India (-1.2%) 
and Nigeria (-1.1%). India posted negative returns as Adani Group 
made headlines over a disparaging report published by Hindenburg 
Research. Nigeria was downgraded by Moody’s to Caa1 on January 
27th. At the industry level, Real estate (1.0%), Diversified (0.7%) and 
Oil & Gas (0.6%) were the major contributors to positive returns.  

Sovereign Soundbites

 CHINA Based on the latest available data, China’s economic 
activity appears to have recovered in January upon 
reopening and normalization of production activity, 

led by domestic demand. China’s Caixin manufacturing PMI increased 
modestly in January, rising 0.2-pt to 49.2, following the decline of 0.4-pt in 
December. The output component rose by 0.3-pt to 49.0 in January, 
marking the highest reading in five months, while new orders rose 1.1-pt 
to 49.3, and export orders increased 1.2-pt to 48.7. Regarding supply 
chain conditions, delivery times dropped, suggesting improvements in 
supply chain/ logistics challenges. The employment component rose 
0.7-pt to 48.4. In comparison, the NBS manufacturing PMI output and 
new orders outperformed the Caixin PMI numbers, which tilt towards 
export-oriented, private sector enterprises. On a forward-looking basis, 
future output measured by the Caixin manufacturing PMI, rose further by 
0.5-pt to 59.8 in January (the highest reading since May 2021), indicating 
manufacturers’ optimism.  

Despite increased cross-regional travel during the Spring Festival Holiday 
(21-27 January), no wide-scale resurgence in infections has been reported 
across the country. The marked increase in mobility, with national travel 
up 70% y/y, appears to be contributing to a material rebound in service 
consumption, tourism, and cinema visits, in particular. 
 
 

 CZECH REPUBLIC  President-elect Petr Pavel defeated a 
former prime minister Andrej Babis in a 
runoff vote last weekend. Pavel, who ran 

on a pro-European platform, is a former military general and served as 
chair of NATO’s military committee between 2015 and 2018. Pavel 
became the first European head of state to speak with Taiwanese 
President Tsai Ing-wen and said the Czech Republic stands to benefit 
more economically from its relations with Taiwan than China, citing 
specifically the opportunity presented by Taiwan’s microchip capabilities. 
In contrast to his predecessor Milos Zeman, who had shown support for 
Russia and China, Pavel has publicly spoken out against both nations. He 
has raised the need to recognize that “China and its regime is not a 
friendly country at this moment, [and] it is not compatible with western 
democracies in their strategic goals and principles.” He further 
highlighted that China had the chance to influence Russia’s decision over 
its invasion of Ukraine but that it did not intervene. 
 

 ECUADOR Regional elections are scheduled for this Sunday, 
when over 5,000 authorities will be selected by 
popular vote. On the same day, the government 

is set to vote on the referendum of President Guillermo Lasso and his 
administration. The referendum comprises eight questions around 
institutional, political, and environmental themes, with the outcome of the 
votes carrying important implication for the political landscape and the 
Lasso administration going forward. On the election front, opposition 
candidates appear to have an advantage, although the undecided vote 
still remains high.  A referendum win would increase the probability of 
President Lasso completing his term through 2025.

EMERGING MARKETS DEBT

Flows/Issuance
In EM hard currency sovereign debt, Romania issued euro-denominated 
bonds maturing in 2026 and 2029 and totalling roughly US$2.2 billion, and 
the Dominican Republic issued a U.S. dollar-denominated bond maturing in 
2031 worth roughly US$700 million and local currency-denominated bonds 
maturing in 2033 worth US$1.1 billion. 
Three state-owned enterprises issued new debt, including Mexico’s Pemex 
(U$2 billion 10-year maturity), Chile’s Codelco (US$900 million, 10-year 
maturity), and South Africa’s Transnet (US$1 billion, 5-year maturity).
According to latest available data by Emerging Portfolio Fund Research 
(EPFR), EM fixed income funds recorded net inflows of approximately US$6.2 
billion, with roughly US$5 billion going into 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.

Sources: J.P. Morgan and EPFR
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This week, Pemex, the state-owned oil and gas producer of 
Mexico, issued new 10-year bonds at a yield-to-maturity of 
10.375%. Investor demand for the US$2 billion issue was US$9 
billion, which helped the spread on the bonds tighten relative 
to Mexican sovereign debt. This spread remained above the 
average spread over the last four years, as noted in our chart.  
In 2022, the Pemex/Mexico spread had widened to 791 basis 
points.  We attribute part of that widening to market concerns 
over declines in oil prices. Worries over whether the Mexican 
government would support the company also weighed on the 
spread relationship with the sovereign.  On its own, Pemex 
is a highly leveraged company.  But with capital support of 
~US$45.4 billion from the government since 2019, Pemex 
has remained current on payments to its suppliers, employees, 
and debt holders.   Ahead of this week’s new issue, Hacienda 
(Mexico’s Treasury Department) reaffirmed in meetings with 
investors in New York that the government remains focused 
on growth in Pemex’s upstream resources. Hacienda reassured 
investors that it would continue financial support so that the 
company can fully execute its planned capex program.

EMERGING MARKETS DEBT continued

 INDIA In light of the widespread media coverage of Adani 
Enterprises Ltd and allegations about fraudulent 
activity at the parent company, we highlight some facts 

about key Adani subsidiaries and their bonds. 

Two subsidiaries, Adani Electricity Mumbai and Adani Transmission Step 
One, are ring-fenced, in our view, from the parent and consist of 
regulated, operating and cash generating infrastructure assets. Adani 
Electricity Mumbai is a generation transmission company servicing the 
city of Mumbai. Adani Transmission Step One operates four 
transmissions lines across India. Both businesses are based on a 
regulated business model with return on investments, tariffs, cost 
structure and investment plans determined by the relevant regulator. 
The companies, therefore, exhibit stable and predictable cash flows with 
limited counterparty risk on revenues. Both entities have leverage of 
approximately 5x. 

Bonds of Adani Transmission benefit from a cash waterfall with separate 
collection accounts for operations and debt service. A debt service 
coverage ratio is also tested quarterly for every 12-month period and 
prevent payment up streamed to the parent if certain minimum debt 
service ratios are not met. Bonds of Adani Enterprises are senior 
issuances, secured by the physical assets operating in Mumbai; the 
bonds also benefit from the same key covenants limiting restricted 
payments to the parent and capping debt incurrence. Adani Enterprises 
is 24.9% owned by Qatar Investment Authority. 

 INDONESIA Headline inflation in January moderated to 
5.3%, down from 5.5% in December. Month-on-
month declines in airfare tariffs and in non-

subsidized fuel prices were among the key drivers of the better-than-
expected result. Core inflation, which excludes food and energy, also 
moderated, declining to 3.3% from 3.4% year-on-year, potentially driven 
by lower demand, improved supply management, and lower commodity 
prices in Q4. Food price inflation, however, is likely to remain elevated 
over the next several months and into the second half of this year due to 
both seasonal and pre-election campaign stimulus-related demand. In 
terms of Indonesia’s monetary policy cycle, the Bank of Indonesia 
remains on pause.  

Chart of the Week

 NIGERIA Moody’s downgraded Nigeria’s ratings to Caa1 from 
B3 with a stable outlook, citing ongoing fiscal 
deterioration. The rating agency noted that although 

Nigeria faces no imminent risk of default, higher government borrowing 
needs combined with rising interest rates will continue to put pressure on 
the country’s ability to service debt and meet other spending needs. The 
country’s limited access to external funding sources and lower oil prices 
also add to the country’s weakening profile, according to Moody’s review.  
 

 PAKISTAN  On Tuesday, IMF officials resumed talks with the 
Pakistan government regarding the US$7 billion 
bailout package, which was halted last November. 

The two important preconditions for securing IMF funding have been a 
market-determined exchange rate for the local currency and a reduction in 
fuel subsidies. Last week, the government allowed the rupee to depreciate 
20% in value against the U.S. dollar by removing the cap on the exchange 
rate. The move appears to be a clear demonstration of the nation’s 
necessity and willingness to comply with the IMF. The country now only has 
enough foreign reserves to pay for roughly three weeks of imports.  

 PERU  On Monday, Congress rejected an amendment to move 
forward elections to December 2023 from April 2024; this 
marked the third attempt to move the election to this 

year. Parties on the left have called for a constituent assembly to reform 
the 1993 constitution. President Dina Boluarte, in a speech over the 
weekend, offered a plan to have the Constitutional Committee of the next 
Congress propose broad-based Constitutional changes. Separately, a 
group of lawmakers has submitted an impeachment motion against 
President Boluarte, citing her "moral incapacity" amid her handling of the 
political crisis. These developments highlight the political uncertainty 
ahead in Peru and the public’s loss of confidence in politics.

Protests have continued and some have grown very violent and 
destructive. Protestors have now descended on Lima from the more rural 
areas. Since the protests began, at least 58 people have died. The 
government closed Machu Picchu after the railroad tracks leading to the 
site were damaged.

As of 31 January 2023  |  Sources: Bloomberg, Stone Harbor Investment Partners  |  For illustrative purposes only.
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GLOBAL HIGH YIELD

U.S. High Yield
The ICE BofAML U.S. High Yield Constrained Index increased 0.52% 
anchored by a rally after Wednesday’s expected Fed rate increase 
and subsequent comments from Fed Chair Powell. The market 
reacted to Powell’s comments on the possibility of adjusting their rate 
hike plans if inflation fell faster than expected. Bonds traded up .5 
point to 1.5 points into the close in response. While the majority of 
names traded up, the focus remained on lower dollar higher yielding 
credits, which is identified in CCC total returns. CCCs continued their 
YTD dominance by adding 1.18% for the week, single B’s were in-line 
with 0.52% of total return, and BB’s underperformed only increasing 
0.35%. Index spreads tightened 2 bps to finish with a +445 OAS, while 
only single Bs tightened (-5 bps), BBs were unchanged, and CCCs 
widened 12 bps. Year-to-date, CCCs have outperformed the index by 
tightening 130 bps versus the index, which contracted 48 bps.  Index 
yields fell .05% to close at 8.11% YTW. From an industry perspective, 
Healthcare, E&P, Metals & Mining posted negative returns attributed 
to lower natural gas prices and weaker earnings. Outperforming 
industries included Drillers, Leisure, Retail Food/Drug, Retail Non-
Food/Drug, and Satellites. 

Leveraged Loans
The leveraged loan market has continued its upward trajectory along 
with broader risk assets as corporate earnings have been adequate 
and as economic data supporting a softer landing continues to 
emerge.  During the week, the Morningstar LSTA US Leveraged Loan 
Index (the “Index”) posted a .35% return, led by riskiest, CCC rated 
portion of the market, followed by B rated loans, while higher quality 
BB names lagged the broader Index.  From an industry perspective, 
we saw outperformance in select Consumer Discretionary sectors, 
reflecting increased confidence in consumer spending outlook for 
later in the year, while higher quality sectors lagged the Index given 
their relative value.  Lastly, there were no defaults in the Index this 
past week.

Flows/Issuance
According to EPFR, the U.S. high yield market continued to see ETF outflows bringing the 
weekly loss to US$2.34 billion. These flows have been easily absorbed by the market 
looking to add risk. For the week, four issuers came to market for a total of US$4.8 billion. 
Mauser Packaging Solutions Holdings was the highlight, pricing a US$2.75 billion 3-year 
deal with more than US$7 billion in orders and priced 100 bps inside original talk. The 
notes are up 1.75 points in the secondary market. Last month, the market priced almost 
US$20 billion, the busiest for new supply since January 2022.  
In leveraged loans, technicals continue to remain very supportive of the asset class.  While 
we saw an uptick in issuance trends over the last several weeks, the majority of the larger 
deals were for amend-and-extend purposes or refinancings, leaving very little net new 
issuance in the asset class.  We also saw a number of existing loan issuers refinance their 
secured term loans with smaller deals, leaving investors with additional cash to be invested.  
On the demand side, we saw healthy Collateralized Loan Obligation (CLO) formation during 
the month, with 15 deals pricing for US$6.48 billion, which was the third largest January 
deal tally in the post- global financial crisis era.  Additionally, while we continued to see 
outflows from retail loan mutual funds and Exchange Traded Funds (ETFs), the pace of 
outflows remains manageable, especially given the additional cash loan investors have as a 
result of recent downsized refinancing transactions.  
In European high yield, inflows continued this week with another US$754 million, bringing 
the January total to over US$1.1 billion.  

 BUILDING PRODUCTS: Griffon Corp reported a strong start to their fiscal year with Ebitda +83% year-over-year to US$108 million, significantly ahead of estimates.  
The strong results were driven by their Hunter Fan acquisition last year and expanded gross margins related to lower material costs in its home builders segment, which helped 
offset continued high labor and transport costs.  The company did not host a conference call, however, as it embarks on a “Strategic Review,” described as a review to maximize 
shareholder value, and could potentially include a sale of business lines, a merger or a recap.  Voss Capital, a 6% equity holder, signed a cooperation agreement with Griffon in 
January of this year and now has a board seat assigned to its Chief Investment Officer.  Since 2021, Voss has been pushing Griffon against excessive comp and underperformance 
of the stock.  From a bond perspective, the management has run the business conservatively:  it is 2.9x levered, pays out a US$7 million dividend quarterly and is estimated to 
generate US$250 million of free cash flow after dividends this year.  Historically, they have used asset sales and free cash flow to pay down debt, including open market purchases 
of their debt trading at a discount.

 FINANCIAL SERVICES: Credit card issuer stocks (investment grade, crossover, and high yield) traded lower on Wednesday when the Bureau of Consumer Financial 
Protection (CFPB) released a proposed rule for public comment.  The rule would limit the size of consumer late fees.  The rule now begins the long formal process of comments and 
potential changes.  We would expect this rule to go into effect no sooner than the December quarter of 2023, and more likely some time in 2024.   The CFPB rule would “adjust the 
safe harbor dollar amount for late fees to US$8 and eliminate a higher safe harbor dollar amount for late fees for subsequent violations of the same type….provide that late fee 
amounts must not exceed 25 percent of the required payment.”  These proposed changes are most important to the card issuers that have lower credit scored customers.  Revenue 
estimates of late fees for 2023 range from 1-8% of card company revenue.  However, card company management and investors have been expecting the CFPB to reduce late fees 
for over a year and companies have been working to reduce the long-term economic effect of any rule change for a number of quarters.

 TELECOMMUNICATION: With continued strong market tone and a rally in risk assets following the Fed decision on Wednesday, we have continued to see issuers 
take advantage of regaining access to capital markets.  Today, Uniti Fiber managed to issuer US$2.6 billion of secured high yield bonds to refinance all of its existing 2024 and 
2025 debt.  This means Uniti now has no material maturities until 2028, which gives the company a long runway to continue to execute on its plan to diversify its revenue away 
from its legacy Windstream lease.

Industry Insights

Source: Lipper, EPFR

European High Yield 
The Bloomberg Barclays Pan-Euro High Yield 2% Cap Ex Financials 
Index gained 0.25% as investors became optimistic that a pause in 
the U.S. and European rate hikes was becoming a nearer-term event.  
Strong technicals contributed to the performance and more cautious 
positioning gave way to a grab for lower quality risk.  Index spreads 
tightened 15 bps for the week, with CCC spreads outperforming by 
moving 40 bps tighter.  Bonds of U.K. gaming company, 888 
Holdings dropped 8 points after the company announced the 
resignation of their CEO and disclosed that it was conducting an 
internal compliance investigation related to KYC and AML processes 
in the Middle East, specifically in relation to 888 VIP customers.
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new issues from earlier in the week saw much better price action.  
Markets held firm and settled down prior to the Fed minutes, then 
rallied after Powell’s Q&A, with spreads gapping tighter in short order 
as the street filled chunky buy orders from ETF’s, while IG CDX rallied 
on large quant buy programs.  All in, spreads ended the week better 
by 4 bps, with the OAS on the Bloomberg corporate index finishing at 
+118 bps.  The month of January finished in strong fashion with 
positive excess returns of +120 bps, while total returns were +4.01%.   

Securitized
With the better market tone, the mortgage current coupon tightened 
15 bps to the lowest spread in 5 months.  The MBA 30-year fixed rate 
fell 1 bp from the previous week to 6.19%.   Strong ABS new issuance 
has been well met by demand with more supply coming.  The first 
CMBS SASB of the year tightened into pricing and is followed by two 
CMBS conduit deals currently marketing.  Higher WACs are starting to 
flow into new non-QM RMBS.

INVESTMENT GRADE

Governments
Government bond yields drifted higher across developed market 
ahead of key central bank rate decisions. In the U.S., the yield on 
10-year Treasuries rose above 3.55% midweek before retracing to end 
the week little changed at 3.42% after the FOMC raised its policy rate 
by 25 bps, as expected.  Given the tighter trading range, Treasury 
volatility, as measured by the ICE BofA MOVE index, fell another 10 
pts lower to a new 6-month low of 97. U.S. breakevens, a gauge of 
inflation expectations, eased 4 bps to 2.27%, while the real 10-year 
yield remains unchanged at 1.15%. According to OIS pricing, market 
participants maintain the view that the Fed Fund Rate will peak around 
5% in the middle of the year, followed by approximately 50 bps worth 
of rate cuts by the end of 2023. 

Similarly, European government bonds softened ahead of the ECB 
and BoE rate decisions. The yield on 10-year German Bunds and 
French OATs rose 13 bps and 15 bps to 2.28% and 2.75%, respectively. 
Increasing expectations for a hawkish ECB led to spread widening 
across peripherals with the 10-year Italian BTPs widening 22 bps over 
comparable Bunds. 10-year UK Gilts drifted 6 bps higher to 3.31%. At 
the time of writing, the BoE and ECB both raised their policy rates by 
50 bps to 4.00% and 2.50%, respectively. 

The Bank of Japan continues to defend the 0.50% limit for 10-year 
Japanese government bonds.

Corporates
Investment grade corporates started the week off mixed with spreads 
slightly weaker as investors waited for upcoming inflation data and the 
FOMC’s minutes.  With the focus on the primary markets, new issues 
that started the week saw good demand and accumulated strong 
order books but saw a decent amount of dropped orders as new issue 
launch prices were too tight vs. initial pricing talk.  Markets saw a 
decent turn around after the favorable ECI report that pushed spreads 
tighter into the month end, where high grade daily trading volumes set 
a new record high at US$47.9 billion.  Participants favored yieldier/
cuspy names, while taking profits in tighter trading names, and lagging 

Stone Harbor Multi-Asset Credit Representative Target Allocation as of 31 December 2022. Actual allocations within any account may 
be significantly different from the target allocations shown here. For illustrative purposes only.
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Flows/Issuance
The primary markets came in right on target with US$20 billion pricing this week.  Deals 
that priced earlier in the week started off strong but lacked performance in the secondary 
markets as concessions were negligible and the markets became finicky on price.  The 
primary took a two-day hiatus prior to the FOMC meeting but came back strong after 
dovish comments from Chair Powell pushed spreads tighter by weeks end, resulting in 
much more favorable backdrop for deals that priced later in the week.  This week saw 
bigger mix of Industrial issuance with large deals from the likes of IBM, Elevance, MPLX, 
and Oracle.  Deals for the most part priced on top of existing secondary spreads and in 
some cases through those levels, while oversubscription rates were multiple times over.  
January supply finished the month at US$145.7 billion, which was above consensus and 
the fourth largest January on record.  
High grade fund flows saw inflows of US$3.8 billion, according to EPFR.  This was 
the 4th consecutive week of inflows totaling US$18 billion thus far.  Within the three 
subcategories, corporate only funds received US$2.037 billion of inflows, while 
aggregate funds had more modest inflows totaling only US$42 million, with all inflows 
for the aggregate funds coming from the intermediate maturity bucket, offset by 
outflows in both the short and long buckets.  Total return funds saw inflows of US$1.753 
billion, driven almost entirely by mutual funds, while JP Morgan’s estimate of flows into 
high grade corporates across all high grade credit funds saw inflows of US$2.5 billion. 
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CREDIT MARKET INDICES SNAPSHOT

1W reflects data from 25 January 2023 close through 1 February 2023 close. Source: Stone Harbor Investment Partners; Bloomberg. For illustrative purposes only. See disclosures at end of material 
for additional information.

As of February 1, 2023 Level 1W* MTD QTD YTD LTM 1W MTD QTD YTD LTM

  EMBI Global Diversified EMBI G D 443 (1) 0 (9) (9) 62 0.2 0.7 3.9 3.9 (12.2)

  CEMBI Broad Diversified CEMBI B D 300 (3) 6 (22) (22) 15 0.3 0.3 3.3 3.3 (7.8)

  GBI EM Global Diversified Yield GBI EM GD 6.58 0.01 (0.03) (0.28) (0.28) 0.66 (0.1) 0.6 4.9 4.9 (7.8)

  EMBI Global Diversified EMBI G D 443 (1) 0 (9) (9) 62 0.2 0.7 3.9 3.9 (12.2)

  EMBI GD  Investment Grade EMBI IG 146 1 2 12 12 (13) 0.4 0.7 3.3 3.3 (13.9)

  EMBI GD High Yield EMBI HY 795 3 (2) (28) (28) 146 0.0 0.8 4.5 4.5 (10.3)

                     Africa Africa 800 19 (5) (18) (18) 183 (0.7) 0.9 4.2 4.2 (9.8)

                     Asia Asia 305 (0) 0 (12) (12) 66 0.2 0.6 3.9 3.9 (9.9)

                     Europe Europe 584 (27) (0) (7) (7) 224 0.5 0.6 2.3 2.3 (31.8)

                     LATAM LATAM 401 (1) (1) (15) (15) 9 0.5 1.0 5.3 5.3 (7.2)

                     Middle East Middle East 324 1 6 12 12 (6) 0.1 0.3 2.5 2.5 (5.7)

  CEMBI Broad Diversified CEMBI B D 300 (3) 6 (22) (22) 15 0.3 0.3 3.3 3.3 (7.8)

  CEMBI BD Investment Grade CEMBI IG 181 10 5 11 11 21 0.3 0.3 2.8 2.8 (10.1)

  CEMBI BD High Yield CEMBI HY 501 (4) 8 (44) (44) 5 0.4 0.2 4.0 4.0 (4.9)

  US High Yield US HY 445 (2) 1 (48) (48) 72 0.5 0.3 4.3 4.3 (5.2)

  US High Yield BB US HY BB 299 0 4 (23) (23) 22 0.4 0.3 3.6 3.6 (4.5)

  US High Yield B US HY B 470 (5) 1 (56) (56) 62 0.5 0.3 4.3 4.3 (5.0)

  US High Yield CCC US HY CCC 1,027 12 (6) (130) (130) 283 1.2 0.5 6.8 6.8 (9.5)

  Barclays PanEur HY BAR PanEur HY 437 (15) (5) (58) (58) 90 0.3 0.2 3.3 3.3 (5.7)

  2% Ex Financials Yield 2% ExFin Yield 7.14 (0.02) (0.02) (0.82) (0.82) 2.97 0.00 0.0 0.0 0.0 0.0

  LSTA Price LSTA Price 94.2 0.1 0.0 1.8 1.8 (4.5) 0.4 0.0 2.8 2.8 1.8

  LSTA 100 Yield LSTA 100 Yield 8.92 (0.02) 0.01 (0.19) (0.19) 4.93 0.4 0.0 2.8 2.8 1.8

  US Treasury 7-10 Yield US Tsy 7-10 Yld 3.36 (0.05) (0.09) (0.46) (0.46) 1.58 0.4 0.7 3.9 3.9 (9.3)

  1M LIBOR 1M LIBOR 4.57 0.06 0.00 0.18 0.18 4.46 0.1 0.0 0.4 0.4 2.0

  US Aggregate US AGG 45 0 0 (6) (6) 8 0.5 0.7 3.8 3.8 (7.7)

  US Investment Grade Corporates US IG Corp 118 (4) 1 (12) (12) 13 0.7 0.7 4.7 4.7 (8.8)

  Global Aggregate Global AGG 47 (1) 0 (4) (4) 9 (0.0) 0.3 2.6 2.6 (7.3)

  Barclays 1-5 Year Credit   Barclays 1-5 Year Credit 72 (2) 2 (7) (7) 20 0.4 0.3 1.8 1.8 (2.8)

FX   DXY (US dollar) DXY 101.22 - - - - - (0.4) (0.9) (2.2) (2.2) 5.0

  GBI EM FX GBI EM FX - - - - - - 0.0 0.4 3.0 3.0 (4.2)

Total Return (%)

Investment Grade

Spread or Yield Change (bps or %)

EM

EM Sovereign Debt

EM Sovereign Debt Regions

EM Corporates

US High Yield

European High Yield

Bank Loans
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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 Morningstar LSTA U.S. 
Leveraged Loan Index is a daily total return index that uses LSTA/LPC 
Mark-to-Market Pricing to calculate market value change. On a real-time 
basis, the index tracks the current outstanding balance and spread over 
LIBOR for fully funded term loans. The facilities included in the Index 
represent a broad cross section of leveraged loans syndicated in the 
United States, including dollar- denominated 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 asset backed 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 
multi-currency 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.

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 float- 
adjusted 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 general 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 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. 
The Bloomberg Treasury Index tracks the obligations of the U.S. Treasury 
with a remaining maturity of one year or more. The Bloomberg Pan-
European 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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