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Market review 

Emerging market (EM) debt returned 0.5% (in US Dollar terms) in 
July reflecting income. The risk premium on EM debt increased over 
the month, with the spread on the index rising to 367 basis points 
(bps). The yield was virtually unchanged at 5.8%, while US 10-year 
Treasury yields rallied 18bps to 2.17%. The US Treasury rally may have 
reflected some safe haven buying against a backdrop of plummeting 
commodities prices and concerns over China, where heavy selling in 
the stock market continued and economic data was disappointing. 

Europe was the strongest performing region over the month as after 
three weeks of intensive negotiations, Greece secured yet another 
temporary financing solution that has meaningfully reduced the risk 
of exit from the euro zone, at least over the short-term. Ukraine was 
again the strongest performing credit as it continued to rally hard 
on expectations of a lower haircut for bondholders as part of a debt 
restructuring. The credit remains a significant underperformer over 
12 months. Belarus outperformed on expectations it will receive a 
new loan from the IMF in return for the country agreeing to structural 
reforms, while Romania rallied due to the resolution in Greece. 

Latin America underperformed overall. Brazil declined amid a raft of 
further negative news. Finance minister Levy announced this month 
that the fiscal targets which he had set for this year and next were 
no longer achievable. He revised the primary deficit target from 
1.1% of GDP to 0.15% of GDP for 2015. The fiscal adjustment program 
has faced resistance in Congress, where some of the government’s 
measures were watered down or not approved. At the same time, 
tax revenue is plunging due to lower than anticipated growth. 
The political situation has also deteriorated further, with President 
Rousseff’s popularity reaching new lows and an increased risk of a 
break-up of the ruling coalition. S&P revised the ratings outlook for 
Brazil to negative after the government announced the reduction 
in the primary budget surplus targets. The rating agency believes 
that the political situation raises execution risks in relation to 
implementation of fiscal reforms. 

On the other hand, Argentina did well, reversing some of the 
underperformance of the previous month. It is still too early to 
forecast the outcome of the upcoming presidential election in 
October, but investors are watching the campaign rhetoric of the 
candidates closely. In Turkey, political uncertainty remains high as well 
as the coalition talks between President Erdogan’s AKP and potential 
coalition partners have not yielded a result yet, leaving the possibility 
of new elections open.

More broadly, underperformers in July were dominated by oil 
credits, particularly Ecuador, Gabon and Azerbaijan, as the oil price 
plummeted. Commodity exporters such as Zambia and Mongolia also 
fared badly due to plunging commodities prices, though the latter 
has performed strongly in recent months. 

Portfolio positioning

We participated in a number of new issues this month, in particular 
Jamaica and Zambia, which were attractively priced. The fund remains 
relatively cautiously positioned, as we anticipate further volatility in 
the run up to the September Fed meeting. The fund remains very 
selective in the less liquid credits such as the African ones.

Outlook

We anticipate bouts of market volatility in the run up to the 
first interest rate hike by the Fed. In EM, we expect continued 
differentiation between the economic and asset price performance 
of individual countries. Country selection will therefore remain an 
important driver of performance.
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Source of country returns: JP Morgan, July 2015.



First State Investments

Fund Overview
Emerging market debt has evolved from being a niche opportunity 
to an attractive alternative to fixed income investments in 
developed markets.

Low debt-to-GDP ratios, high international reserves and greater 
growth potential have increased interest in the sector, providing 
clients long-term investment opportunities.

The First State Emerging Markets Bond Fund invests in government, 
quasi-sovereign and corporate fixed income securities with the aim 
of providing investors with superior risk-adjusted returns.

Why the First State Emerging Markets Bond Fund?
A wealth of experience – managed by Helene Williamson 
and supported by a dynamic team of experienced investment 
professionals.

Meticulous analysis – we conduct in-depth research of key 
drivers such as market dynamics and trends, political, fiscal and 
technical drivers. Using quantitative inputs, the team blends top-
down and bottom-up judgments to identify the most attractive 
investments across the EM universe.

Research-based and repeatable – the emerging markets 
debt team follows a disciplined, research-based and repeatable 
investment process designed to deliver risk-controlled 
outperformance.

A collaborative approach – Helene is supported locally by a 
team of eight portfolio managers and analysts. This support is 
augmented by the broader global Fixed Income Team made up  
of an additional 43 investment staff (portfolio managers, analysts 
and traders).

Fund information

Fund manager Helene Williamson

Launch date October 25, 2011

IMA Global Emerging Markets Bond

Benchmark JP Morgan EMBI Global Diversified

ISIN B GBP Income: GB00BFRB4W06
B Hedged GBP Income: GB00BFRB4V98

Fund manager profile
Helene Williamson is Head of Emerging Markets Debt at First State 
Investments, where she is responsible for the company’s full suite  
of emerging markets debt portfolios. Helene’s extensive experience 
includes 16 years as Head of Emerging Markets Debt with F&C Asset 
Management. In this position, she managed F&C’s Emerging Markets 
Debt SICAV, which received a 5-star rating from Morningstar.

Helene Williamson
Head of Emerging 
Markets Debt

For Further Information

Disclaimer

This material is solely for the attention of institutional, professional, qualified or sophisticated investors and distributors who qualify as qualified purchasers under the Investment Company Act of 1940 (hereafter the 
“1940 Act”), as accredited investors under Rule 501 of SEC Regulation D under the US Securities Act of 1933 (“1933 Act”), and as qualified eligible persons as defined under CFTC Regulation 4.7.  It is not to be 
distributed to the general public, private customers or retail investors in any jurisdiction whatsoever. 

The information included within this presentation and any supplemental documentation is for informational and illustrative purposes, is furnished on a confidential basis, is intended only for the use of the authorized 
recipient, and should not be copied, reproduced or redistributed without the prior written consent of First State Investments International Limited (“FSII”) or any of its affiliates (together with FSII, “First State 
Investments”).   FSII funds are not registered for sale in the US and this document is not an offer for sale of funds to US persons (as such term is used in Regulation S promulgated under the 1933 Act). Fund-specific 
information has been provided to illustrate First State Investments’ expertise in the strategy. Differences between fund-specific constraints or fees and those of a similarly managed mandate would affect performance 
results. This material is provided for information purposes only and does not constitute a recommendation, a solicitation, an offer, an advice or an invitation to purchase or sell any fund and should in no case be 
interpreted as such. 

Any investment with First State Investments should form part of a diversified portfolio and be considered a long term investment. Prospective investors should be aware that returns over the short term may not match 
potential long term returns. Investors should always seek independent financial advice before making any investment decision.  The value of an investment and any income from it may go down as well as up. An 
investor may not get back the amount invested and past performance information is not a guide to future performance, which is not guaranteed. Currency movements may affect both the income received and the 
capital value of investments in overseas markets.  Where a fund or strategy invests in fast growing economies or limited or specialist sectors it may be subject to greater risk and above average market volatility than an 
investment in a broader range of securities covering different economic sectors.  Where a fund invests in fixed interest securities changes in interest rates will affect the value of any securities held.  If rates go up, the 
value of fixed income securities fall; if rates go down, the value of fixed income securities rise.

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. 

All reasonable care has been taken in relation to the preparation and collation of this presentation. The information is taken from sources which are believed to be accurate but First State Investments and its directors, 
officers and employees accept no liability of any kind to any person who relies on the information contained in it. No representation or warranty, express or implied is made as to the truth, fairness, accuracy, or 
completeness of the information herein.  Data, opinions, and estimates may be changed without notice.  The copyright of this presentation and any documents supplied with it and the information therein is vested in 
First State Investments.  

Reference to the names of each company mentioned in this communications is merely for explaining the investment strategy, and should not be construed as investment advice or investment recommendation of 
those companies.

The comparative benchmarks or indices referred to herein are for illustrative and comparison purposes only, may not be available for direct investment, are unmanaged, assume reinvestment of income, and have 
limitations when used for comparison or other purposes because they may have volatility, credit, or other material characteristics (such as number and types of securities) that are different from the funds managed by 
FSII.

This presentation is issued by FSII (company number SC79063), which is authorized and regulated by the Financial Services Authority in the United Kingdom. FSII is also registered in the United States of America as an 
Investment Adviser under the Investment Advisers Act of 1940 with the SEC. FSII was registered with the SEC on 30th June 1987 and has SEC file number 801-17900. 

For more information please visit www.firststateinvestments.com.  Telephone calls with First State Investments may be recorded.

Telephone 
Randy Paas Head of Institutional Distribution - Americas  +1 (502) 912 - 5512

Email
randy.paas@firststateinvestments.com

Bob Strachan Senior Manager - Institutional Distribution +1 (212) 848 - 9244  bob.strachan@firststateinvestments.com
Dick Loebig  Senior Manager - Institutional Distributionr  +1 (502) 912 - 5522 dick.loebig@firststateinvestments.com
Hugh Tancred  Manager - Institutional Distribution  +1 (212) 848 - 9243  hugh.tancred@firststateinvestments.com
Amanda Rees Institutional Distribution  +1 (212) 848 - 9251 amanda.rees@firststateinvestments.com

www.firststateinvestments.com

The First State Emerging Markets Bond Fund is not available for investment by U.S. persons.




