
Source: Bloomberg Finance L.P., as of 31 August 2022. Past performance is not a reliable indicator of future performance.

Figure 1 
Markets Reflect 
Spike in Energy 
Prices  
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There was a significant increase in European power and gas prices in August as Russia again 
reduced gas supplies. Notwithstanding some easing in prices near month-end, this has further 
heightened uncertainty around the economic outlook as central banks continue to raise interest 
rates to tackle sustained high inflation. 
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Emerging market debt (in USD terms) recorded a modestly negative move overall in August. 
Worries related to slowing global activity, hawkish central bank policies amid continued 
elevated headline inflation, and a significant surge in European power prices outweighed the 
positive sentiment seen early in the month. We see some technical anchors, particularly in EM 
hard currency (HC) given depressed valuations, generous risk premia and a tentative turn in 
flows — there were positive flows of +$1.4 billion in HC in August compared to -$2.7 billion in 
local currency (LC) flows, according to JP Morgan. However, near-term uncertainty remains 
high and the outlook has become more fragile due to a number of external shocks and 
idiosyncratic factors.

Chart of the Month: 
European Power and 
Gas Prices Surge
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Figure 2 
Emerging Market 
Debt Index Returns — 
As of 31 August 2022

1m (%) 3m (%) 6m (%) YTD (%) 12m (%) 3yrs (%) 5yrs (%)

In USD

GBI-EM GD (EM Local Currency) -0.14 -4.31 -9.89 -14.40 -19.43 -5.20 -3.02

EMBI GD (EM Hard Currency) -0.94 -4.41 -10.55 -18.78 -20.82 -5.24 -1.33

CEMBI BD (EM Corporates) 0.18 -1.87 -6.89 -12.88 -13.99 -1.05 1.14

In EUR

GBI-EM GD (EM Local Currency) 1.26 1.94 0.65 -3.19 -5.42 -2.28 0.28

EMBI GD (EM Hard Currency) 0.44 1.83 -0.08 -8.15 -7.04 -2.33 2.04

CEMBI BD (EM Corporates) 1.59 4.55 4.00 -1.47 0.97 1.99 4.59

In GBP

GBI-EM GD (EM Local Currency) 4.43 3.64 3.91 -0.36 -4.71 -3.75 -1.02

EMBI GD (EM Hard Currency) 3.59 3.53 3.15 -5.46 -6.34 -3.79 0.71

CEMBI BD (EM Corporates) 4.77 6.29 7.37 1.41 1.73 0.46 3.23

Source: State Street Global Advisors, Bloomberg, JP Morgan, as of 31 August 2022. Past performance is not a guarantee of 
future results. Index returns reflect capital gains and losses, income, and the reinvestment of dividends. Performance returns 
for periods of less than one year are not annualized.

Figure 3 
Key EM and Macro Levels 
As of 31 August 2022

Item Δ 1 Month Δ 3 Months Δ YTD Current Level 

GBI-EM GD Yield 5 bps 13 bps 117 bps 6.89%

EMBI GD Yield 18 bps 92 bps 308 bps 8.37%

EMBI GD Spread -31 bps 53 bps 133 bps 502 bps

CEMBI BD Yield 12 bps 61 bps 241 bps 6.99%

CEMBI BD Spread -43 bps 19 bps 59 bps 371 bps

CDX.EM 5y 0 bps 55 bps 138 bps 327 bps

10y UST 54 bps 35 bps 168 bps 3.19%

Dollar Index (DXY) 2.64% 6.83% 13.62% — 

DOW 30 -4.06% -4.49% -13.29% 31,510 

Oil (WTI) -9.20% -21.91% 19.07% $ 89.55

Source: JP Morgan, Bloomberg Finance L.P., as of 31 August 2022. Past performance is not a guarantee of future results.  
Index returns reflect capital gains and losses, income, and the reinvestment of dividends.

Local Currency 
Market Highlights 

EM local currency debt returned -0.14% in USD terms in August, as measured by the JP Morgan 
GBI-EM Global Diversified Index. Differentials in performance between countries have generally 
been related to commodity exposures, inflation expectations, and vulnerability to geopolitical risks. 
Latin American (LatAm) countries have held up comparatively well as growth has proved resilient in 
the region amid robust domestic demand and positive terms of trade — a notable contrast with the 
experience of much of the rest of the world. Meanwhile, in the Central and Eastern Europe region 
(ex-Turkey), energy dependence on Russia has weighed heavily on performance. 
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Figure 5 
Best and Worst 
Performers Across 
EM Local Government 
Bond Markets in USD*

August 2022 Country Total Return 
USD (%)

Bond Return 
(%)

FX Return 
(%)

Index  
Weight (%)

Index Impact 
(bps)**

GBI-EM GD  -0.14 0.48 -0.62 — — 

Top 5 
Performers

Turkey 14.9 16.6 -1.8 1.0 15

Dominican Republic 4.7 1.8 2.9 0.1 1

Peru 4.2 1.9 2.4 2.4 10

Brazil 2.8 2.4 0.3 10.0 28

Romania 2.3 2.0 0.4 3.6 8

Bottom 5 
Performers

China -1.4 0.9 -2.3 10.0 -14

South Africa -1.9 0.4 -2.3 10.0 -19

Hungary -2.5 -1.5 -1.0 2.9 -7

Poland -3.1 -1.9 -1.2 6.8 -21

Czech Republic -3.2 -2.2 -0.9 4.9 -16

Source: State Street Global Advisors, Bloomberg, JP Morgan, as at 31 August 2022. Past performance is not a guarantee of 
future results. Index returns reflect capital gains and losses, income, and the reinvestment of dividends.  
*Country and currency performance of JP Morgan GBI-EM Global Diversified Index.  
**Index impact is calculated by multiplying the period average weight by total return.

Turkey was the best performer, driven by local rates returns following an unexpected policy 
rate cut of 100 basis points (bps) to 13.0% at the central bank’s August policy meeting. On the 
economic front, second quarter GDP growth came in at 7.6% year-on-year (y/y), driven largely 
by private consumption. This was slightly better than Bloomberg consensus expectations of 
7.4% and makes it one of the fastest growing economies in the G-20. Significant risks of a policy 
misstep remain though, with inflation soaring to a 24-year high of close to 80%, and with the 
Turkish lira trading near a record low.

Peruvian assets performed well despite political noise around a third attempt to impeach 
President Castillo. The country registered some moderation in capital outflows from Q2 2022 
and recorded solid GDP growth of 3.54% in the first half of the year; this was driven by trade and 
manufacturing and improved fiscal metrics due to lack of spending execution, while inflation 
seems to have stabilized at high levels.

While Brazil’s monetary policy committee raised its benchmark Selic rate by 50bps to 13.75% in 
line with consensus, its statement was more dovish than anticipated. This led to a modest bond 
rally as market participants began to price in an end to the country’s most aggressive tightening 
cycle since 1999. Inflation slowed in July and August as well, with the annual IPCA benchmark 
inflation rate falling from 11.9% y/y in June to 8.9% by August.

Figure 4 
Key Return Drivers of 
EM Local Government 
Bond Markets

GBI-EM GD (EM Local Currency) Monthly Return 
(%)

3 Month Return 
(%)

YTD Return  
(%)

In USD

Total Return (in $) -0.14 -4.31 -14.40

 FX Return (vs $) -0.62 -5.61 -6.32

 Price Return (Local Currency) 0.02 -0.07 -11.35

 Interest Return (Local Currency) 0.46 1.38 3.27

In EUR

Total Return (in €) 1.26 1.94 -3.19

 FX Return (vs €) 0.78 0.64 4.88

In GBP

Total Return (in €) 4.43 3.64 -0.36

 FX Return (vs €) 3.95 2.34 7.72

Source: State Street Global Advisors, Bloomberg, JP Morgan, as of 31 August 2022. Past performance is not a guarantee of 
future results. Index returns reflect capital gains and losses, income, and the reinvestment of dividends. Performance returns 
for periods of less than one year are not annualized.
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The Central  and Eastern European (CEE) countries of Czech Republic, Poland, and Hungary 
underperformed against the backdrop of the ongoing energy crisis that is expected to markedly 
slow economic growth in the region. Even though these countries delivered reasonably strong 
growth in Q2, recent purchasing managers’ index (PMI) reports have reflected a notable slowdown, 
with index readings indicating contracting activity in the Czech Republic and Poland for a third 
and fourth month in a row, respectively. Hungary said it would amend some laws criticized by the 
European Commission if agreement on the disbursement of EU funds can be reached, and are 
awaiting a response from the EC on whether this meets Brussels’ demands on respecting the rule 
of law. 

South Africa was also among the underperformers amid ongoing power outages that are 
expected to slow mining, manufacturing and construction activity. While local fuel prices are 
moderating, food price inflation is considered likely to remain persistent over 10% y/y, and 
broader price pressures in services and other goods components also remain. 

EM hard currency (HC) sovereign debt delivered a return of -0.94% in August, as measured by 
the JP Morgan EMBI Global Diversified Index. Spreads tightened by 31bps over the month, but a 
sell-off in underlying rates eroded all spread returns. A volatile month saw markets moving away 
from expectations of a more dovish US Federal Reserve to repricing for a more hawkish stance 
emerging from the central bank’s annual Jackson Hole Economic Symposium. Weaker global 
activity data, increasing energy risks in Europe, and seasonally-low liquidity levels contributed 
to spreads hardening from the middle of the month, despite supportive commodity prices.

Hard Currency 
Market Highlights 

Figure 6 
Key Return Drivers 
of EM Hard Currency 
Government Bond 
Markets in USD

EMBI GD (EM Hard Currency) Monthly Return  
(%)

3 Month Return
(%)

YTD Return
(%)

Total Return -0.94 -4.41 -18.78

 Spread Return 2.27 -2.35 -8.77

 Treasury Return -3.14 -2.11 -10.97

IG Sub-Index -1.89 -1.89 -18.54

HY Sub-Index 0.08 -6.99 -19.04

Source: State Street Global Advisors, Bloomberg, JP Morgan, as of 31 August 2022. Past performance is not a guarantee of 
future results. Index returns reflect capital gains and losses, income, and the reinvestment of dividends. Performance returns 
for periods of less than one year are not annualized.

Figure 7 
Best and Worst 
Performers Across  
EM Hard Currency  
Government  
Bond Markets*

August 2022 Country Total Return 
(%)

Spread 
Return (%)

Treasury 
Return (%)

Index 
Weight (%)

Index 
Impact 
(bps)**

EMBI Global Diversified -0.94 2.27 -3.14 — —

Top 5 Performers Pakistan 17.1 19.6 -2.1 0.9 15

Tunisia 12.3 13.4 -1.0 0.1 1

Egypt 10.3 13.0 -2.4 2.5 25

Lebanon 10.0 10.0 0.0 0.2 2

Sri Lanka 9.9 11.2 -1.1 0.6 6

Bottom 5 Performers Hungary -5.3 -2.4 -2.9 1.7 -9

Ukraine -12.9 -11.5 -1.6 0.6 -8

Venezuela -13.0 -13.0 0.0 0.0 0

Ghana -13.9 -12.1 -2.0 1.0 -13

Ecuador -14.3 -11.6 -3.0 1.1 -16

Source: State Street Global Advisors, Bloomberg, JP Morgan, as of 31 August 2022. Past performance is not a guarantee of 
future results. Index returns reflect capital gains and losses, income, and the reinvestment of dividends.  
*Country and currency performance of JPM EMBI Global Diversified Index  
**Index impact is calculated by multiplying the period average weight by total return.
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Pakistan bonds rallied after the International Monetary Fund (IMF) approved the immediate 
disbursement of a $1.1bn bailout package near the end of the month, ensuring the country avoided 
a default on its foreign debt. Market reaction was positive as the IMF also agreed to extend the 
program by a year and increase the total funding by $940 million at current exchange rates.

Egypt spreads recovered by 250bps from extreme distressed levels as the prime minister said 
on 22 August that the government is nearing an agreement with the IMF on a new loan. The 
country, which has a debt-to-GDP ratio of 95% and is a major food importer, has been impacted 
by the sharp increase in grain prices fueled by Russia’s invasion of Ukraine.

Ecuador’s bonds continued to sell off on risks that liabilities due to ongoing arbitration cases 
between the country and foreign oil and gas firms could add to financing needs. The sovereign’s 
accounts in Luxembourg were frozen recently for non-payment of a $374m settlement to 
French oil firm Perenco. Ongoing social and political instabilities remain, hindering the incumbent 
administration’s ability to carry out its liberal economic agenda.

Ghana bonds performed poorly on concerns about the impact of the global growth slowdown on 
its cocoa exports. Fitch downgraded Ghana’s long-term foreign currency ratings by two notches 
to CCC on 10 August, and the other two main rating agencies already have it at CCC+ and Caa1. 
Annual inflation in Ghana rose in July to 31.7%, its highest level since November 2003, and the 
country’s central bank increased its benchmark interest rate by the biggest margin on record to 
22% in an effort to combat price pressures.
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Important Risk Information

The information provided does not 
constitute investment advice as such term 
is defined under the Markets in Financial 
Instruments Directive (2014/65/EU) and it 
should not be relied on as such. It should 
not be considered a solicitation to buy or 
an offer to sell any investment. It does not 
take into account any investor’s or 
potential investor’s particular investment 
objectives, strategies, tax status, risk 
appetite or investment horizon. If you 
require investment advice you should 
consult your tax and financial or other 
professional advisor.

The information contained in this 
communication is not a research 
recommendation or ‘investment research’ 
and is classified as a ‘Marketing 
Communication’ in accordance with the 
Markets in Financial Instruments Directive 
(2014/65/EU) or applicable Swiss 
regulation. This means that this marketing 
communication (a) has not been prepared 
in accordance with legal requirements 
designed to promote the independence of 
investment research (b) is not subject to 
any prohibition on dealing ahead of the 
dissemination of investment research.

This communication is directed at professional 
clients (this includes eligible counterparties 
as defined by the Appropriate Regulator) 
who are deemed both knowledgeable and 

experienced in matters relating to investments. 
The products and services to which this 
communication relates are only available to 
such persons and persons of any other 
description (including retail clients) should not 
rely on this communication. 

Past performance is no guarantee of future 
results. Investing involves risk including the risk 
of loss of principal. 

Index returns reflect capital gains and losses, 
income, and the reinvestment of dividends.

Diversification does not ensure a profit or 
guarantee against loss. It is not possible to 
invest directly in an index. Index performance 
does not reflect charges and expenses 
associated with the fund or brokerage 
commissions associated with buying and selling 
a fund. Index performance is not meant to 
represent that of any particular fund.

Investing involves risk including the risk of 
loss of principal. Bonds generally present less 
short-term risk and volatility than stocks, but 
contain interest rate risk (as interest rates rise 
bond values and yields usually fall); issuer 
default risk; issuer credit risk; liquidity risk; 
and inflation risk. These effects are usually 
pronounced for longer-term securities. Any 
fixed income security sold or redeemed prior 
to maturity may be subject to a substantial gain 
or loss. International Government bonds and 
corporate bonds generally have more moderate 
short-term price fluctuations than stocks, but 
provide lower potential long-term returns. 
Investing in high yield fixed income securities, 
otherwise known as junk bonds, is considered 
speculative and involves greater risk of loss 
of principal and interest than investing in 
investment grade fixed income securities. 
These Lower-quality debt securities involve 
greater risk of default or price changes due to 
potential changes in the credit quality of the 

issuer. Increase in real interest rates can cause 
the price of inflation-protected debt securities 
to decrease. Interest payments on inflation-
protected debt securities can be unpredictable.

Investing in foreign domiciled securities may 
involve risk of capital loss from unfavourable 
fluctuation in currency values, withholding 
taxes, from differences in generally accepted 
accounting principles or from economic or 
political instability in other nations. 

Investments in emerging or developing markets 
may be more volatile and less liquid than 
investing in developed markets and may involve 
exposure to economic structures that are 
generally less diverse and mature and to 
political systems which have less stability 
than those of more developed countries.

Currency Risk is a form of risk that arises from 
the change in price of one currency against 
another. Whenever investors or companies have 
assets or business operations across national 
borders, they face currency risk if their positions 
are not hedged.

This document may contain certain statements 
deemed to be forward-looking statements. 
All statements, other than historical facts, 
contained within this document that address 
activities, events or developments that SSGA 
expects, believes or anticipates will or may 
occur in the future are forward-looking 
statements. These statements are based on 
certain assumptions and analyses made by 
SSGA in light of its experience and perception 
of historical trends, current conditions, 
expected future developments and other 
factors it believes are appropriate in the 
circumstances, many of which are detailed 
herein. Such statements are subject to a 
number of assumptions, risks, uncertainties, 
many of which are beyond SSGA’s control. 
Please note that any such statements are not 

guarantees of any future performance and 
that actual results or developments may 
differ materially from those projected in the 
forward-looking statements.

All information contained in this document 
reflects index information only, and does not 
represent the actual ETF product.

The trademarks and service marks referenced 
herein are the property of their respective 
owners. Third party data providers make no 
warranties or representations of any kind 
relating to the accuracy, completeness or 
timeliness of the data and have no liability for 
damages of any kind relating to the use of 
such data.

The whole or any part of this work may not be 
reproduced, copied or transmitted or any of its 
contents disclosed to third parties without 
SSGA’s express written consent.

All information is from SSGA unless otherwise 
noted and has been obtained from sources 
believed to be reliable, but its accuracy is not 
guaranteed. There is no representation or 
warranty as to the current accuracy, reliability 
or completeness of, nor liability for, decisions 
based on such information and it should not be 
relied on as such.

The views expressed in this material are the 
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Our clients are the world’s governments, institutions and financial advisors. To help them achieve 
their financial goals we live our guiding principles each and every day:

• Start with rigor
• Build from breadth 
• Invest as stewards 
• Invent the future 

For four decades, these principles have helped us be the quiet power in a tumultuous investing 
world. Helping millions of people secure their financial futures. This takes each of our employees 
in 30 offices around the world, and a firm-wide conviction that we can always do it better. As a 
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