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Market review
	y Risk markets were resilient over the month despite 
geopolitical volatility coupled with US fiscal and trade 
concerns. The S&P 500 ended the month up 4.96% after 
digesting a series of negative headlines on conflict in 
the Middle East, upcoming tariff deadlines, and the 
“big, beautiful bill”. The calming of Middle East tensions 
allowed investors to recalibrate focus towards economic 
data and Fed decisions, with rate cut hopes as the 
driving catalyst. The 10-year Treasury yield ended the 
month 15bps tighter at 4.28%. Demand for Treasuries 
has endured, to the ire of deficit hawks, as foreign 
countries and investors continue to prop up America’s 
ballooning debt. Meanwhile, the US dollar has continued 
its weakening trend, bearing the brunt of fiscal concerns. 
Elsewhere, Brent crude oil prices ended the month 
up 4.68% at $67.30/bbl after an exchange of airstrikes 
between Israel, Iran and the United States, and threats of 
closing the Strait of Hormuz sent the price surging over 
6% mid-month. 

	y Emerging markets (EM) continue to show strength. EM 
stocks rallied 5.65% over the month and the EM local 
index notched its sixth consecutive positive month. EM 
FX continues to experience schadenfreude as the world’s 
reserve currency buckles under its own fiscal weight, 
with mounting concerns of an ever-expanding deficit 
weighing heavily on the US economic outlook. Elsewhere, 
in the EM hard currency fixed income space, sovereign 
markets climbed 2.41% while corporate markets were up 
1.36%, with spreads 12bps and 5bps tighter respectively. 
In the sovereign space, high yield, higher beta names 
outperformed versus investment grade, with frontiers 
such as Maldives and Suriname outperforming heavily on 
spread terms. Ecuador also saw strong performance after 
posting its largest trade surplus on record and reaching 
an agreement with the IMF for funding support. Senegal’s 
sovereign debt was the worst performing for the month as 
fiscal deficit and GDP revisions stoked fears of a potential 
delay in IMF negotiations. In the corporate space, high 
yield names continued to outperform versus investment 
grade. The consumer and metals and mining sectors 
had the strongest performance for the month, while the 
transport sector suffered.

Emerging Markets News
	y Tensions erupted in the Middle East with Israel attacking 
Iran’s missile launch sites in order to establish air 
superiority which subsequently allowed them to attack 
and degrade Iran’s uranium enrichment facilities.  Iran 
countered with missile strikes on Israel. The US launched 
“bunker-busting” bombs on three of Iran’s key nuclear 
sites and Iran responded by attacking the US military base 
in Qatar. A peace deal was brokered shortly afterwards, 
calming markets. 

	y In South Korea, opposition leader and human rights 
lawyer Lee Jae-myung won the snap election to become 
the President, signalling a potential return to political 
stability after the previous leader’s declaration of martial 
law marred the country in turmoil.   

	y In Colombia, a potential presidential candidate, Miguel 
Uribe, was shot at a campaign rally in Bogota.  This 
highlights the security concerns that will be a key focus in 
the election campaign that will come to a head in March 
2026.  Meanwhile, there has been increasing talk that 
the government may look to suspend the fiscal rule as 
it seeks more room for spending this year and this has 
been weighing particularly heavily on the Colombian local 
market.

	y In Romania, the new government, led by newly appointed 
centrist prime minister Ilie Bolojan, won a widely 
supported vote of confidence in parliament. The new 
agenda includes promises to reduce the deficit through 
tax increases and spending cuts.

Outlook
	y A recent easing of geopolitical tensions in the Middle 
East has allowed investors to refocus on broader market 
drivers, which, in the near term, continue to support 
positive momentum. Several headwinds are beginning to 
fade, most notably the removal of Section 899 from the 
US fiscal bill, alongside incremental progress in global 
trade negotiations and tariffs. The ceasefire in the Middle 
East, which has thus far held, has also added to a sense 
of relief in markets, with the result being a notable short 
squeeze. The next key determinant will be the trajectory 
of economic data, which has so far proven more robust 
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Hard Currency Corporate

MTD  
Change (%)

QTD  
Change (%)

YTD  
Change (%)

CEMBI Diversified 1.43 1.76 4.22

Investment Grade 1.38 1.67 4.19

Non-Investment Grade 1.50 1.87 4.25

Spreads (Δbps) -5 1 24

IG Spreads (Δbps) 0 2 22

HY Spreads (Δbps) -12 0 29

Africa 1.86 1.55 3.77

Asia 1.27 1.76 4.19

CEEMEA 1.27 1.65 3.83

Europe 1.65 2.22 4.56

Latin 1.96 1.92 4.87

Middle East 0.88 1.47 3.58

Consumer 1.71 2.10 4.65

Diversified 1.43 2.49 4.73

Financial 0.93 1.62 3.77

Industrial 1.39 1.60 4.27

Infrastructure 1.09 2.71 4.71

Metals & Mining 2.23 2.56 5.16

Oil & Gas 1.90 0.39 3.27

Pulp & Paper 2.52 1.66 4.75

Real Estate 1.87 1.15 4.78

TMT 1.46 2.28 4.58

Transport 2.03 2.56 4.16

Utilities 1.36 1.76 4.54

AA 1.08 1.68 4.37

A 1.10 1.51 3.83

BBB 1.58 1.75 4.39

BB 1.55 2.33 4.76

B 1.93 1.59 3.52

C -1.14 0.51 4.60

Not Rated 1.39 0.54 2.76

Source:  JPMorgan EMBI Global Diversified Index, JPMorgan GBI-EM 
Global Diversified Index, JPMorgan CEMBI Diversified Index, ICE BofA 
Diversified Local EM Non-Sovereign Index

Local Currency Sovereign 

MTD  
Change (%)

QTD  
Change (%)

YTD  
Change (%)

GBI-EM Global 
  Div Composite 2.79 7.62 12.26

Asia 1.04 5.10 6.67
Europe 4.23 10.24 16.57

Latin America 4.75 10.00 19.91

Mid-East Africa 3.89 9.59 13.07

Brazil  7.09 11.77 27.03

Chile 2.42 4.30 11.00

China 0.82 2.69 2.60

Colombia 2.82 6.06 13.00

Czech Republic 4.05 10.98 17.77

Dominican Republic  2.94 7.58 3.89

Hungary 5.09 12.50 19.19

Indonesia 1.51 5.45 4.67

Malaysia 1.37 7.97 10.27

Mexico 4.23 11.74 21.61

Peru 4.43 7.46 11.96

Poland 3.80 10.30 20.02

Romania 3.89 7.88 14.56

Serbia 4.06 9.47 15.29

South Africa 3.89 9.59 13.07

Thailand 2.95 7.78 11.15

Turkey 7.01 9.56 0.05

than anticipated. This resilience supports the growing 
expectation that the Federal Reserve may adopt a more 
dovish stance. While current guidance still points to two 
rate cuts this year, the asymmetry likely leans toward 
more easing rather than less.

	y From the perspective of EM fixed income, the most 
supportive development is the continued weakening of 
the US dollar which has bolstered EM currencies. This is 
a powerful theme in that it helps with inflation trends as 
well as providing cover for EM central banks to cut interest 
rates from what are punitively high levels of real rates in 

certain cases. Looser monetary conditions in turn support 
growth and improve domestic funding environments. 
These dynamics are also attracting fresh inflows into EM 
assets, both in local currency bonds and in the credit 
space, creating a virtuous cycle for the asset class. While 
risks remain—including a potential downturn in global 
growth, a resurgence in inflation, or renewed geopolitical 
tensions—none of these have materialized meaningfully 
yet. Until they do, markets are likely to maintain a 
constructive tone. Overall, we see a supportive backdrop 
for EM fixed income in the weeks ahead.



RBC Global Asset Management (U.S.) Inc.
800.553.2143 | rbcgam.com

Emerging Markets Debt Note – June 2025

This document was prepared by RBC Global Asset Management (UK) Limited (RBC GAM UK), authorised and regulated by the UK Financial Conduct Authority (FCA), 
registered with the US Securities and Exchange Commission (SEC) and a member of the National Futures Association (NFA) as authorised by the US Commodity Futures 
Trading Commission (CFTC).

In the United States, this document may also be provided by RBC Global Asset Management (U.S.) Inc. (“RBC GAM-US”), a SEC registered investment adviser. The entities 
noted above are collectively referred to as “RBC BlueBay” within this document. The registrations and memberships noted should not be interpreted as an endorsement 
or approval of RBC BlueBay by the respective licensing or registering authorities.

With respect to the investment performance presented, past performance is not indicative of future performance. Actual account performance may or will vary 
from the performance shown because of differences in market conditions; client-imposed investment restrictions; the time of client investments and withdrawals; tax 
considerations; economies of scale; portfolio turnover; the number, type, availability, and diversity of securities that can be purchased at a given time; differences in 
the underlying currency of the assets in the account, and other factors. Client assets managed using these strategies in separate accounts or different vehicles may be 
subject to restrictions, fees or expenses that are materially different than those found in the non-US funds. It is not possible to invest directly in an index.

The credit quality distribution is subject to change and reflects the middle credit rating the ratings assigned by Moody’s, S&P, and Fitch (or, if only two NRSROs provide 
ratings, the lower rating; and if only one NRSRO provides a rating, that rating). If none of those NRSROs provides a rating for a security, the credit quality of the security is 
reflected as not rated (NR). Ratings are expressed as letters from AAA (S&P and Fitch) or Aaa (Moody’s), which is the highest, to D (S&P and Fitch) or C (Moody’s), which is 
the lowest. The credit quality of investments in the portfolio does not apply to the stability or safety of the Strategy or its shares.

This document is confidential and, without RBC BlueBay’s consent, may not be (i) copied, photocopied or duplicated in any form by any means or (ii) distributed to any 
person that is not an employee, officer, director or authorized agent of the recipient.

Information herein is believed to be reliable but RBC BlueBay does not warrant its completeness or accuracy. This document contains information collected from 
independent third-party sources. For purposes of providing these materials to you, neither RBC BlueBay nor any of its affiliates, subsidiaries, directors, officers, or 
employees, has independently verified the accuracy or completeness of the third-party information contained herein.

The information contained herein does not constitute investment, tax, accounting or legal advice. Recipients are strongly advised to make an independent review with 
their own advisors and reach their own conclusions regarding the investment merits and risks, legal, credit, tax and accounting aspects of all transactions. Any risk 
management processes discussed refer to efforts to monitor and manage risk but should not be confused with and do not imply no or low risk. No chart, graph, or other 
figure provided should be used to determine which strategies to implement or which securities to buy or sell.

Copyright 2025 © RBC GAM is the asset management division of Royal Bank of Canada (RBC) which includes RBC Global Asset Management Inc. (RBC GAM Inc.), RBC 
Global Asset Management (U.S.) Inc. (RBC GAM-US), RBC Global Asset Management (UK) Limited (RBC GAM-UK), RBC Global Asset Management (Asia) Limited (RBC 
GAM-Asia), which are separate, but affiliated subsidiaries of RBC. ® / Registered trademark(s) of Royal Bank of Canada and BlueBay Asset Management (Services) 
Ltd. Used under licence. RBC Global Asset Management (UK) Limited, registered office 100 Bishopsgate, London EC2N 4AA, registered in England and Wales number 
03647343. All rights reserved.

For Institutional Use Only - Not For Public Distribution

Hard Currency Sovereign 

MTD  
Change (%)

QTD  
Change (%)

YTD  
Change (%)

EMBI Global Diversified 2.41 3.33 5.64

Investment Grade 1.99 2.08 4.92

Non-Investment Grade 2.82 4.54 6.34

Spreads (Δbps) -12 -27 -3

IG Spreads (Δbps) -3 -16 -1

HY Spreads (Δbps) -26 -48 -9

Africa 3.64 5.62 6.88

Asia 1.83 2.36 4.84

Europe 2.16 2.10 4.01

Latin 2.88 4.42 6.96

Middle East 1.54 1.88 4.72

Non Latin 2.17 2.77 4.98

AA 1.42 0.91 3.70

A 1.67 1.76 4.53

BBB 2.31 2.54 5.43

BB 2.06 2.75 5.09

B 3.19 4.86 6.06

C 4.51 10.19 10.48

Not Rated 2.41 -5.89 12.12


