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Market environment
JP Morgan’s Government Bond Index Emerging Market 
(GBI-EM) Global Diversified Index was up strongly in 
August (+3.07%) as US bond yields declined modestly 
and the USD weakened. Central and Eastern Europe, 
Middle East and Africa (CEEMEA) and Asia led the 
way, whereas returns in LatAm lagged (-0.53%) were 
negative on the month, dragged down by a sharp fall in 
Mexico and only modestly positive returns elsewhere. 
On a country level, Asian countries, including Indonesia, 
Malaysia and Thailand, were the star performers. 
 
Performance
The strategy disappointed during the month, capturing 
only 37 basis points of these returns. The strategy 
benefitted once again from being long Turkey FX, which 
gained on the back of very high implied yields and 
the Central Bank of Turkey’s commitment to keeping 
interest rates high until inflation starts to come down. 
These returns were supported by long FX positions 
in CEE (Hungary, Poland) and long rates positions in 
some of the high yielders like Colombia. However, this 
was somewhat offset by a long position in Mexico FX 
– the currency lost more than 5% on the month amid 
concerns over judicial reforms.

The main detractors were once again short FX positions 
in Asia and Europe. The rally in the Japanese yen 
dragged most Asian currencies along with it, and the 
strategy’s short positions in the Thai baht and Chinese 
yuan weighed on performance as a result. The decline 
in US rates also supported other Developed Market 
(DM) currencies against the USD, which meant that the 
short positions in funding currencies such as the EUR 
were also costly. 

Performance contributors
•	 Long Hungary FX

•	 Long Turkey FX 

•	 Long Colombia rates

Performance detractors
•	 Short China FX

•	 Short Thailand FX

•	 Short EUR
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Emerging Market Rates Strategy
Outlook
Growing evidence of a moderation in inflation in 
both EM and DM has ensured that the strategy 
remains long rates in both DM and EM economies. 
Expectations of resilient growth have kept the 
strategy long EM FX, and the USD risks are hedged 
by shorts in DM currencies such as the EUR, AUD 
and CAD and lower-yielding EM currencies such as 
China’s CNY/CNH.
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For more information, please visit www.gam.com

Important legal information

Some of the statements and data included in this document may have been sourced from internally calculated numbers, as opposed to official data. While the manager 
believes it to be accurate at the time of writing, GAM has not independently verified such information and no assurance can be given as to whether such information is 

accurate, true or complete and GAM makes no warranty, expressed or implied, regarding such information.

Some of the statements and data included in the ‘Market environment’ and ‘Outlook’ sections of this document may have been sourced from or based on information 
provided by external parties. Whilst the managers believe it to be accurate at the time of writing, GAM has not independently verified such information and no assurance 
can be given as to whether such information is accurate, true or complete and GAM makes no warranty, expressed or implied, regarding such information. 
Access to www.gam.com may be subject to restrictions in terms of the availability of fund information for individuals in certain countries. 

Source: GAM unless otherwise stated. 

This material is confidential and is intended solely for the use of the person or persons to whom it is given or sent and may not be reproduced, copied or given, in whole 
or in part, to any other person. It is aimed at sophisticated, professional, eligible, institutional and/or qualified investors who have the knowledge and financial sophistica-
tion to understand and bear the risks associated with the investments described. Nothing contained herein constitutes investment, legal, tax or other advice nor is it to be 
solely relied on in making an investment or other decision. It is not an invitation to subscribe and is by way of information only.

The views expressed herein are those of the manager at the time and are subject to change. Past performance is not indicative of future performance.

Historic data may be subject to restatement from time to time. Opinions, estimates and other information in this document may be changed or withdrawn without notice. 
GAM is not under any obligation to update or keep current this information. To the maximum extent permitted by law, GAM makes no representation whatsoever as to 
the truth, accuracy, completeness, adequacy or reasonableness of any of this information, nor do any of them accept any liability whatsoever for any loss or damage of 
any kind arising out of the use of all or part of the information. Certain laws and regulations impose liabilities which cannot be disclaimed. This disclaimer shall in no way 
constitute a waiver or limitation of any rights a person may have under such laws and/or regulations.

HONG KONG: In Hong Kong, this material is restricted to professional investors (as defined in the Securities and Futures Ordinance (Cap 571)) only.

JAPAN: In Japan, this material is restricted to professional, institutional and/or qualified investors only.

SINGAPORE: In Singapore, this material is limited to institutional investors (as defined in the Securities and Futures Act (Cap.289)) (‘SFA’) only and does not constitute 
to an offer to subscribe for shares in any of the funds mentioned herein.

In the United Kingdom, this material has been issued and approved by GAM London Ltd, 8, Finsbury Circus, EC2M 7GB, authorised and regulated by the Financial 
Conduct Authority. 
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