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Emerging Markets Poised to Finish 2025 Strong

• Emerging markets debt are atop the fixed income performance tables going into the end of the year driven by a weaker US 

dollar and yield compression. This is further supported by a technical shift with a return to net inflows, with nearly $28 billion 

since April. The weaker USD and global monetary easing cycles should help to reduce borrowing costs and external debt 

loads for EM issuers, which will provide further support for GDP growth and inflows. 
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• Economic activity across emerging countries is holding 

up better than we anticipated this year, supported by 

AI-related capex in Asia, frontloading of exports ahead 

of tariffs, and favorable conditions for various metals 

exporters. We revised our EM GDP growth forecasts 

higher for this year and next, anticipating only a mild 

deceleration in 2026 as frontloading of exports fades.  

• EM countries have shown orthodox policymaking on 

average and appetite for reforms to the benefit of fiscal 

trajectories and debt sustainability, against a backdrop 

of more unpredictable policymaking in the US. 

• Central bank independence and proactive monetary 

policies across many EM countries have underpinned a 

disinflation trend; in addition, we believe lower energy 

prices and EM currency strength support a continued 

stabilization of inflation dynamics, which should enable 

policy easing by EM Central Banks and benefit local 

bonds.     
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Historical trends do not imply, forecast or guarantee future results.



Commodities Prices Diverge

• Commodities have come back into focus as oil has been trading in a lower band throughout the year. Growing supply from 

OPEC+ and still-high non-OPEC production comes as tariff uncertainty could impact the demand picture, putting further 

downward pressure on Brent. Geopolitical conflicts have added volatility. The demand for steel and iron ore in China has 

been subdued, and Chinese steel exports are pressuring global supply and demand balances leading to weaker prices in 

the sector. However, copper is benefitting from a supply deficit as well as strong demand from EVs and electrical grid 

buildouts while recent tariffs on copper have also impacted prices.

Oil & Gas and Copper Prices

• We remain constructive and see further upside on the emerging structural deficit in global copper markets, which is being 

compounded by near-term supply disruptions at key mines. Big winners from the surge in copper will be Chile and Peru, 

with Peru also benefitting from strong precious metal pricing. Mexico also stands to benefit at the margin from higher 

copper and precious metals pricing. Zambia is a long-standing producer with a deep mining base and should also gain 

through increased tax revenue and export earnings.

• In corporates, we see strong demand for producers of copper and precious metals, and spreads have tightened as a 

result. We expect to see continued investor appetite for these issuers and spreads are likely to grind tighter with the 

positive price environment.

• Risks around US trade negotiations have diminished following several agreements, including those with the EU, China 

and other key Asian countries. Episodic trade tensions with China or other BRICS countries are still to be watched as 

a potential source of volatility in EM assets, as with geopolitical developments regarding Ukraine, Venezuela or the 

Middle East.
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Hard Currency

Yields Supporting Carry Returns (%)
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Solid Fundamentals and Relative Value 

Opportunities Drive Positioning

• Given the stronger EM credit fundamentals, we see 

limited risk of EM sovereign defaults in the coming 

period, as more vulnerable sovereigns have managed 

to secure new funding lately, while increased IMF 

engagement by different EM countries should support 

funding needs and reform agendas going forward. 

• HC spreads have tightened, and we have reduced 

spread duration, favoring shorter part of curves given 

limited additional risk premia on long-end bonds 

on average. 

• We still see attractive bottom-up opportunities in 

improving credits, particularly in the high yield 

space, and the yield pickup over DM credit remains 

compelling in our view. 

• Most recent activity included our move from 

overweight to neutral in Argentina, expecting further 

financial pressures, and reducing our overweight in 

Ecuador and sold out of Pakistan after strong market 

performance. We added to Angola, Kazakhstan (quasi), 

Suriname and Turkey exposure through new issues.

Past performance does not guarantee future results. 

Source: JPMorgan Duration-weighted Yield to Worst for the EMBI Global 

Diversified Index. As of October 31, 2025. 

Focus Remains on Yield as Developed Markets 

Rates Move Lower

• Valuations stand out favorably in local rates markets 

with real yields at historical highs and high dispersion in 

rates offering opportunities for active management, in 

our view. EM Inflation remains close toward Central 

Bank target ranges, enabling policy easing, and we 

maintain an overweight stance in local duration. 

• We are constructive on EM currencies, based on low 

current account deficits, improving capital inflows 

toward EM, and attractive carry against a backdrop of 

FED and ECB rate cuts. We maintain a bias toward 

high carry currencies, including overweights in the 

Brazilian real, Turkish lira and frontier market 

currencies. 

• Frontier local markets offer attractive opportunities in 

our view, with compelling real yields and low correlation 

with major asset classes. Some countries have 

vulnerabilities to the oil & gas markets, but this factor 

does not dominate the frontier landscape.

Frontier Local Debt – Real Rates (%)
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Source: BlackRock Aladdin, Bloomberg, FTSE. As of October 31, 2025. 

Based on FTSE Frontier EM Gov’t Bond Country Index YTM levels, minus 

2026 expected inflation for each country as per Bloomberg consensus. For 

countries not included in the FTSE index (Argentina, Ghana and Zambia), 

nominal yields are based on Neuberger Berman estimates. 
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