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Market environment
Local emerging market (EM) bonds began 2025 
on a firm footing. While concern over the impact 
of likely US trade tariffs had overshadowed the 
asset class ahead of Donald Trump’s inauguration, 
investors adopted a more sanguine approach 
in late January on signs that tariff threats could 
be – at least in part – a negotiating tactic from 
the new administration to secure improved terms 
with some nations. The suspension of 25% tariffs 
on neighbouring allies, Mexico and Canada, 
after border security concerns were addressed 
raised hopes that threats of new barriers to trade, 
with tariffs of up to 25% on imports from the EU 
and China, could yet be overstated, albeit that 
considerable uncertainties remain.

The JP Morgan Government Bond Index Emerging 
Market (GBI-EM) Global Diversified Index ended 
the month +2.05% higher, more than reversing 
December’s dip. 

In regional terms, Latin American bonds led 
January’s gains, with Brazilian debt in favour as the 
central bank’s latest interest rate hike reassured 
investors over its determination to tackle inflation. 
Elsewhere, Turkish bonds also enjoyed a firm start 
to 2025, reflecting investors’ confidence that the 
central bank’s battle to contain sky-high inflation 
was finally being won as interest rates were cut 
for the second successive month. However, Asian 
bonds generally lagged behind the wider rally, with 
yields on Philippines bonds ending January largely 
unchanged, partly reflecting unease over firmer-
than-expected inflation data.

Performance
The strategy had positive start to the year, with 
a January return of 217 basis points (bps), 
outperforming the benchmark by 12 bps.

In gross terms and from a top-down angle, 
January’s performance primarily reflected 
contributions from both Rates, FX, and to a lesser 
extent, Carry. In a benchmark-relative context, 
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Rates positioning more than offset a modest 
detraction from our FX exposure.

From a bottom-up perspective, the strategy 
benefited from aggregate allocations to Brazil, 
Colombia, Mexico, and to a lesser degree, the 
Czech Republic and South Africa.  

Positioning
In allocation terms, we again engaged in only 
a limited number of select adjustments to our 
positioning – both from a top-down and bottom-
up angle. In the aggregate, we remain modestly 
underweight both EM duration and EM FX, at least 
in nominal terms.

Our allocations remain structured around the 
following unchanged cyclical top-down themes:

•	 Overweight EM Rates in countries with 
steeper yield curves, positive real yields and a 
sustainable fiscal outlook

•	 Underweight EM Rates in countries with low/
negative real yields

•	 Overweight EM FX where balance of 
payments fundamentals appear most solid 
and/or in countries that are best positioned 
to outperform the global economic and/or 
commodity price cycle

•	 Underweight EM FX where balance of 
payments fundamentals or fiscal/monetary 
policy are most challenged

•	 Underweight or avoiding markets exposed to 
adverse political or economic event risk

Outlook 
Notwithstanding January’s positive returns, we 
maintain our view that our asset class is facing a 
number of challenges in 2025, with the main issue 
identifying which challenge is biggest. China’s 
economy has been the motor for the commodity 
exports that drive many EMs, and it seems clear 
that 2024’s stagnation has not been enough to 
trigger the sort of aggressive policy response 
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which has lifted the economy in the past, although 
we await developments with keen interest. 
Meanwhile, the Trump administration in the US is 
set on derailing the decades-long drive to globalise 
that has been a driver of EM progress, although 
it remains to be seen to what extent rhetoric will 
be matched with damaging action. The European 
economy remains moribund, and Europe is the 
only credible driver for global growth that does not 
produce a stronger US dollar – an environment in 
which EM currencies invariably struggle. 

On the positive side, cyclical drivers are, if not 
positive, at least not obviously negative. Growth 
in the US remains robust and reasonably 
balanced, though has been dependent on loose 
fiscal policy without recent precedent. The post-
Covid inflationary surge does look to have been 
transitory and, despite some recent scaling back 
of expectations, bond markets are still pricing in 
further rate cuts, albeit with less conviction than 
only a few months ago.

At the single country level, Czech, Mexican, South 
African and Colombian rates markets rank as our 
principal marginal duration overweights, while 
China, Malaysia and Thailand make up our main 
underweights.
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For more information, please visit GAM.com

Important legal information:

Currency Risk - Non Base Currency Share Class: Non-base currency share classes may or may not be hedged to the 
base currency of the Fund. Changes in exchange rates will have an impact on the value of shares in the Fund which are not 
denominated in the base currency. Where hedging strategies are employed, they may not be fully effective.

Credit Risk/Debt Securities: Bonds may be subject to significant fluctuations in value. Bonds are subject to credit risk and 
interest rate risk.

Interest Rate Risk: A rise or fall in interest rates causes fluctuations in the value of fixed income securities, which may result in a 
decline or an increase in the value of such investments.

Liquidity Risk: Some investments can be difficult to sell quickly which may affect the value of the Fund and, in extreme market 
conditions, its ability to meet redemption requests.

Capital at Risk: All financial investments involve an element of risk. Therefore, the value of the investment and the income from it 
will vary and the initial investment amount cannot be guaranteed.

Market Risk/Emerging Markets: Emerging markets will generally be subject to greater political, market, counterparty and 
operational risks.

JPMorgan GBI-EM (Government Bond Index-Emerging Markets) Global Diversified Composite Index is a comprehensive global 
local emerging markets index that consists of regularly traded, liquid fixed-rate, domestic currency government bonds and 
includes only the countries that give access to their capital market to foreign investors (excludes China, India and Thailand). This 
index is unhedged USD.

Important legal information

Source: GAM, unless otherwise stated. (Where applicable and, unless otherwise noted, performance is shown net of fees, on a NAV to NAV basis). Some of the 
statements and data included in 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 the information from other sources and GAM gives no assurance, expressed or implied, as 
to whether such information is accurate, true or complete.

For Broker-Dealer Use Only.  This material has not been filed with FINRA and cannot be used as sales literature with members of the public.  This material has been 
prepared for sophisticated investors and the funds and views described may not be suitable for all investors.

This material is confidential and intended solely for the use of the person, persons or entities with nationality of or respectively with their residence, domicile or reg-
istered office in a State or Country in which such distribution, publication, making available or use is not contrary to laws or other regulations, and may not be re-
produced, copied or given, in whole or in part, to any other person. It is aimed at sophisticated, professional, eligible, institutional and/or qualified investors/ 
intermediaries appointed by GAM who have the knowledge and financial sophistication 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. 

The views expressed herein are those of the manager at the time and are subject to change. The price of shares may go down as well as up and the price will 
depend on fluctuations in financial markets outside GAM’s control. As a result an investor may not get back the amount invested. Past performance is not 
indicative of future performance and reference to a security is not a recommendation to buy or sell that security. 

This document is a mere advertisement and not an invitation to invest in any GAM product or strategy. Investments should only be made after a thorough reading of 
the current prospectus, the collective investment agreement (contractual funds), the articles of association/investment regulations/company agreement (corporate 
funds), the Key Investor Information Document (“KIID”, “BIB” or similar) and the current annual and semi-annual reports (the “legal documents”), as well as after 
consulting an independent finance and tax specialist. The legal documents can be obtained in hard copy and free of charge from the addresses indicated below.

Some of the sub-funds may not be registered for sale in all jurisdictions. Therefore, no active marketing must be carried out for them. Subscriptions will only be 
received and shares or units issued on the basis of the current fund prospectus. 

Shares of the fund have not been registered under the US Securities Act of 1933, as amended (the “Securities Act”) and the fund is not registered under the US 
Investment Company Act of 1940, as amended (the “Company Act”). Accordingly, such shares may not be offered, sold or distributed in the United States or to US 
persons unless an exemption from registration under the Securities Act and the Company Act is available. In addition, certain GAM products are closed to all US 
investors.

This material/presentation may mention GAM Funds domiciled in Luxembourg, registered office at 25, Grand-Rue, L-1661 Luxembourg, each an umbrella invest-
ment company with variable capital and segregated liability between the sub-funds, incorporated under the laws of Luxembourg and authorised by the CSSF as a 
UCITS Fund in accordance with the Directive 2009/65/EC. Management Company is FundRock Management Company S.A., H20 Building, 33, rue de Gasperich 
L-5826 Hesperange, Luxembourg.

SWITZERLAND: The legal documents can be obtained in German, free of charge, from the Swiss Representative: Carne Global Fund Managers (Schweiz) AG, 
Beethovenstrasse 48, CH-8002 Zürich, or on the internet at www.funds.gam.com. Paying Agent is State Street Bank International GmbH, Munich, Zurich Branch, 
Beethovenstrasse 19, CH-8027 Zurich. LUXEMBOURG: The legal documents in English can be obtained free of charge, from GAM (Luxembourg) SA or on the 
internet at www.funds.gam.com. GERMANY: The legal documents in English and the KIID in German can be obtained free of charge, from the information agent GAM 
(Luxembourg) S.A. - Zweigniederlassung Deutschland, Bockenheimer Landstraße 51-53, 60325 Frankfurt am Main or on the internet at www.gam.com. Paying Agent 
is DekaBank Deutsche Girozentrale, Hahnstrasse 55, D-60528 Frankfurt am Main. LIECHTENSTEIN: The legal documents in English and the KIID in German, can 
be obtained free of charge from the paying agent Liechtenstein LGT Bank AG, Herrengasse 12, FL-9490 Vaduz or on the internet at www.funds.gam.com. AUS-
TRIA: The legal documents in English and the KIID in German can be obtained free of charge, from the Paying Agent in Austria, Erste Bank der oesterreichischen 
Sparkassen AG, Graben 21, A-1010 Vienna or on the internet at www.funds.gam.com. SPAIN: The legal documents can be obtained in English, respectively for the 
KIID in Spanish, free of charge, from the Paying Agent in Spain, ATL 12 Capital Inversiones A.V., S.A., Montalbán 9, 28014 Madrid or on the internet at www.funds.
gam.com. ASIA PACIFIC: In other countries in Asia Pacific, this material should only be distributed in accordance with the applicable laws in the relevant jurisdic-
tion. 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, the funds mentioned herein are not registered for public sale or private placement (except for some of the funds, if applicable) pursuant to the Law on 
Investment Trusts and Investment Companies and shall not be disclosed publicly pursuant to the Financial Instruments and Exchange Law (the “FIEL”). There-
fore, none of the Shares of the funds mentioned herein may be solicited in Japan or to residents in Japan. This material is intended for circulation to professional, 
institutional and/or qualified investors only. Any person in receipt of this material is not allowed to distribute it to residents in Japan nor communicate to residents 
in Japan about the funds mentioned herein. SINGAPORE: In Singapore, shares of the fund may only be offered to institutional and accredited investors (as defined 
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in the Securities and Futures Act (Cap.289)) (‘SFA’) and this material is limited to the investors in those categories. NETHERLANDS: The English version of the 
prospectus and the Dutch version of the KIID can be obtained free of charge on the internet at www.funds.gam.com. UNITED KINGDOM: As far as UCITS described 
herein are recognised schemes under section 264 of the Financial Services and Markets Act 2000: Copies of the legal documents can be obtained in English, free 
of charge, from the Facilities Agent GAM Sterling Management Limited, 8 Finsbury Circus, London  EC2M 7GB (authorised and regulated by the FCA) or on the 
internet at www.funds.gam.com. Investments in the funds are not protected by the Financial Services Compensation Scheme. SWEDEN: The English version of the 
prospectus and the Swedish version of the KIID can be obtained free of charge from the Paying Agent, MFEX Mutual Funds Exchange AB, Linnégatan 9-11, SE-114 
47 Stockholm or on the internet at www.funds.gam.com. FRANCE: The prospectus, the annual report and the most recent half-yearly report in English and the KIID 
in French can be obtained free of charge from the centralising agent in France, CACEIS Bank, 1-3, place Valhubert – 75013 Paris or on the internet at www.funds.
gam.com. ITALY: This document is destined exclusively for internal use by intermediaries appointed by GAM and/or institutional or qualified investors and shall 
not be passed on to third parties. Particularly, this document shall not be used as advertising material for public distribution or any other kind of public offering of 
the funds, their sub-funds or share categories. The Prospectus, the Italian Key Investor Information Document – KIID, the annual, the semi-annual reports can be 
obtained, free of charge, on the internet at www.funds.gam.com. IRELAND: The legal documents can be obtained in English, free of charge, from Bridge Fund Man-
agement Limited, Percy Exchange, 8/34 Percy Place, Dublin 4, D04 P5K3, on the internet at www.funds.gam.com. FINLAND: The English version of the prospectus 
and the Finnish version of the KIID can be obtained, free of charge, on the internet at www.funds.gam.com. NORWAY: The English version of the prospectus and 
the Norwegian version of the KIID can be obtained, free of charge, on the internet at www.funds.gam.com. DENMARK: This document is destined exclusively for 
professional or institutional investors in Denmark and shall not be passed on to third parties. Particularly, this document shall not be used as advertising material 
for distribution to retail investors or any other kind of public offering of the funds, their sub-funds or share categories. The English version of the prospectus, the 
articles of association and the most recent published annual- and semi-annual report, as well as the Danish version of the KIID, can be obtained free of charge on 
the internet at www.funds.gam.com. ICELAND: The English version of the prospectus and the Icelandic version of the KIID can be obtained, free of charge, on the 
internet at www.funds.gam.com. PORTUGAL: The English version of the prospectus and the Portuguese version of the KIID can be obtained, free of charge, on the 
internet at www.funds.gam.com. CYPRUS: The English version of the prospectus and the KIID can be obtained, free of charge, on the internet at www.funds.gam.com 
or from the representative in Cyprus: Cyprus Development Bank Public Company Ltd, 50 Arch. Makarios III Ave., 1508 Nicosia, Cyprus.

The third party distributor takes responsibility for ensuring that this document is not distributed in any jurisdiction except under circumstances that will result in com-
pliance with all applicable laws and regulations.

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