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Emerging market (EM) investors are used to the rollercoaster
ride that the universe is known to deliver, but 2020 has proven
to be a particularly hair-raising year. However, signs of
stabilisation are on the horizon.

Here are our five top reasons to take a fresh look at EM following the
corona crisis.

The macro picture has stabilised significantly over the last month, helped by unprecedented amounts
of liquidity being added to markets by major central banks. Additionally, rates have remained anchored
at low levels, allowing for cheaper debt refinancing for EM sovereigns and corporates.

¢+ Therisk of widespread default in EM is overestimated, in our view. Although there have been, and
likely always will be, some selective high-probability default candidates, it helps to remember that
nearly 57% of the USD-denominate EM sovereign universe is investment-grade rated (JPMorgan EMBI
Global Diversified Index). We don’t foresee materially higher default risks compared to 2019.

See our latest whitepaper on this subject >

Capital markets remain open for issuers looking to refinance their debt. This is an area where we have
been positively surprised. Remember, the vast majority of investors are holding large cash allocations,
which are earning either near-zero or even negative rates in many countries.

# The technical picture is stable and improving, from both an inflow and a supply perspective.

Valuations are still very attractive on a standalone basis — and even more so on a relative basis.
While spreads have tightened in EM, they are still relatively wide compared to developed market asset
classes. Following the Federal Reserve’s announcement of its intention to purchase US corporate bonds
from secondary markets, US investment-grade spreads are expected to tighten even further.

That said, no market is ever free from risks. Here’s our EM top-four:

US-China rhetoric could easily get out of control and make markets nervous. In a US election year, the
chance of this happening is even higher.

¢+ Forthe moment, investors are focussing on post-Covid-19 stabilisation, but infection rates are starting
to rise again, albeit sporadically. Infections inched up recently in some key US states, while reaching
new highs in Brazil, India and Turkey.

There is also a degree of complacency among investors regarding a sharp V-shaped recovery, which is
unlikely to materialise.

» Oil price stabilisation has helped markets bounce back, but oil is likely to remain volatile and could
“ . come under pressure again.


https://us.rbcgam.com/resources/docs/pdf/HTML-files/web/Refinancing_EM_Debt_post_COVID-19_Slowdown_bb.PDF

Podcast: Fundamentals and Fallen Angels with Marc Kemp

This document is issued in the United Kingdom (UK) by BlueBay Asset Management LLP (BlueBay), which is authorised and regulated by the UK Financial Conduct
Authority (FCA). BlueBay is also registered with the US Securities and Exchange Commission (SEC) and is a member of the National Futures Association (NFA) as
authorised by the US Commodity Futures Trading Commission (CFTC). This document may also be issued in the United States by BlueBay Asset Management USA
LLC which is registered with the SEC and the NFA. In Japan, by BlueBay Asset Management International Limited which is registered with the Kanto Local Finance
Bureau of Ministry of Finance, Japan. In Switzerland, by BlueBay Asset Management AG where the Representative and Paying Agent is BNP Paribas Securities Services,
Paris, succursale de Zurich, Selnaustrasse 16, 8002 Zurich, Switzerland. The place of performance is at the registered office of the Representative. The courts of the
registered office of the Swiss representative shall have jurisdiction pertaining to claims in connection with the distribution of the Shares in Switzerland. In Germany,
BlueBay is operating under a branch passport pursuant to the Alternative Investment Fund Managers Directive (Directive 2011/61/EU). In Australia, BlueBay is exempt
from the requirement to hold an Australian financial services licence under the Corporations Act in respect of financial services as it is regulated by the FCA under
the laws of the UK which differ from Australian laws. In Canada, BlueBay is not registered under securities laws and is relying on the international dealer exemption
under applicable provincial securities legislation, which permit BlueBay to carry out certain specified dealer activities for those Canadian residents that qualify as “a
Canadian permitted client”, as such term is defined under applicable securities legislation. The registrations and memberships noted should not be interpreted as an
endorsement or approval of any of the BlueBay entities identified by the respective licensing or registering authorities.

Unless otherwise stated, all data has been sourced by BlueBay. To the best of BlueBay’s knowledge and belief this document is true and accurate at the date hereof.
BlueBay makes no express or implied warranties or representations with respect to the information contained in this document and hereby expressly disclaim all
warranties of accuracy, completeness or fitness for a particular purpose. The document is intended only for “professional clients” and “eligible counterparties” (as defined
by the FCA) or in the US by “accredited investors” (as defined in the Securities Act of 1933) or “qualified purchasers” (as defined in the Investment Company Act of 1940) as
applicable and should not be relied upon by any other category of customer. In Hong Kong, the Fund is not authorised by the Securities and Futures Commission for sale to
the retail public and this document is only available for professional investors (as defined in the Securities and Futures Ordinance (Cap 571)) only.

This document does not constitute an offer to sell or the solicitation of an offer to purchase any security or investment product in any jurisdiction and is for
information purposes only. This document is not available for distribution in any jurisdiction where such distribution would be prohibited and is not aimed at such
persons in those jurisdictions. Except where agreed explicitly in writing, BlueBay does not provide investment or other advice and nothing in this document constitutes
any advice, nor should be interpreted as such. No BlueBay Fund will be offered, except pursuant and subject to the offering memorandum and subscription materials.
This document is for general information only and is not a complete description of an investment in any BlueBay Fund. If there is an inconsistency between this
document and the offering materials for the BlueBay Fund, the provisions in the Offering Materials shall prevail.

Past performance is not indicative of future results. The investments discussed may fluctuate in value and investors may not get back the amount invested. You should
read the offering materials carefully before investing in any BlueBay fund. Gross performance figures reflect the reinvestment of all dividends and earnings, but do not
reflect the deduction of fees and expenses. Net performance figures reflect the reinvestment of all dividends and earnings, and the deduction of fees and expenses. A
description of the specific fee structure is contained in the fund’s prospectus. The fund return will be reduced by the deduction of the applicable fees.

No part of this document may be reproduced in any manner without the prior written permission of BlueBay. In the United States, this document may be
provided by RBC Global Asset Management (U.S.) Inc. (“RBC GAM-US”), an SEC registered investment adviser. In Hong Kong, this document may be provided by
RBC Investment Management (Asia) Limited, which is registered with the Securities and Futures Commission. RBC Global Asset Management (RBC GAM) is the
asset management division of Royal Bank of Canada (RBC) which includes BlueBay, RBC GAM-US, RBC Investment Management (Asia) Limited and RBC Global
Asset Management Inc., which are separate, but affiliated corporate entities. Copyright 2020 © BlueBay, is a wholly-owned subsidiary of RBC and BlueBay may
be considered to be related and/or connected to RBC and its other affiliates. ® Registered trademark of RBC. RBC GAM is a trademark of RBC. BlueBay Asset
Management LLP, registered office 77 Grosvenor Street, London W1K 3JR, partnership registered in England and Wales number 0C370085. All rights reserved.

RBC Global Asset Management (U.S.) Inc. \%
Minneapolis | Boston | Chicago

800.553.2143 | rbcgam.com RBC N



