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News Analysis

A pick up in EM sovereign issuance highlights
ongoing investor demand for higher yields

Donald Trump’s incendiary speech at his inauguration was the focal point for
investors last week. He left no doubt that his aim is to protect the American
worker through barriers to trade and immigration. He was also clear that his
foreign policy goals will be framed around eliminating ISIS, at the expense of
traditional alliances. This vision was reinforced by his first executive actions as
President, including a formal withdrawal from the Trans-Pacific Partnership and his
stated intention to renegotiate the North American Free Trade Agreement.
Although the market response to these developments has been relatively mild, we
still believe that the eventual implications for financial markets are profound.
Janet Yellen gave us a reminder in the past week that the Federal Reserve will not
remain passive in the face of more active fiscal policy. We still believe core fixed
income yields are set to rise and the dollar is set to strengthen as the implications
of Trump’s policies become apparent. We also believe that investors are
complacent about the effects of protectionism on open economies in EM.
Amongst major EM countries, Turkey has shown some signs of stabilisation.
Official central bank rate action has proved underwhelming, and so therefore did
not put the conditions in place for a definitive turnaround story. Tension between
the orthodox bias of the technocrats and President Erdogan clearly still exists.
Nonetheless, we believe moves to squeeze liquidity will provide some currency
support.
New issuance was indeed the other main focus for the week. After a slow start to
the year, last week saw sovereign issuance from Philippines, Colombia, Dominican
Republic and Argentina as well as the above-mentioned Turkey. Neither Dominican
Republic nor Argentina has got off to a flying start; we believe both will eventually
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benefit from being their country’s only planned dollar issuance this year.
Argentina’s ability to issue US$6.75bn 5 and 10-year paper shows the market
remains definitively open for high yield issuers.
Elsewhere, African credits came under some pressure. Ivory Coast experienced
weakness over the army and gendarmes striking for higher wages. There was also
some position rotation out of the region as investors made room for the new
issuance described above.
We expect market volatility to rise as Trump takes a firm grip on power. We also
expect the forthcoming monthly global data round to be firm, reinforcing upward
pressure on bond yields. The first three weeks of this year have not been definitive
in setting the tone for bonds and the dollar. We expect this to change imminently.

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), registered with the US Securities and Exchange Commission, the Commodities Futures Trading Commission and is a member of the National Futures
Association. In the United States by BlueBay Asset Management USA LLC which is registered with the US Securities and Exchange Commission. In Japan by BlueBay
Asset Management International Limited which is registered with the Kanto Local Finance Bureau of Ministry of Finance, Japan. In Hong Kong by BlueBay Hong Kong
Limited which is registered by the Securities and Futures Commission. 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. 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 for “professional clients” and “eligible counterparties” (as defined by the FCA) only and
should not be relied upon by any other category of customer. 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. Past performance is not indicative of future
results. No BlueBay Fund will be offered, except pursuant and subject to the offering memorandum and subscription materials (the "Offering Materials"), which in
Canada may be provided to Canadian permitted clients only, and not to any other category of investor. 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. 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. 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. No part of this document may be
reproduced in any manner without the prior written permission of BlueBay Asset Management LLP. Copyright 2017 © BlueBay, the investment manager, advisor
and global distributor of the BlueBay Funds, is a wholly-owned subsidiary of Royal Bank of Canada and the BlueBay Funds may be considered to be related and/or
connected issuers to Royal Bank of Canada and its other affiliates. ® Registered trademark of Royal Bank of Canada. RBC Global Asset Management is a trademark of
Royal Bank of Canada. BlueBay Asset Management LLP, registered office 77 Grosvenor Street, London W1K 3JR, partnership registered in England and Wales number
OC370085. All rights reserved. Published January 2017

