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The scourge of inflation and a cycle of rising interest rates have made
for a turbulent couple of years, but in their wake, they have also left

a new landscape in which emerging market (EM) investors are well
placed to benefit.

The old stereotype that EMs are always inflation-prone and ill-disciplined is no longer
true. Indeed, policymakers in many emerging economies are coming out of the latest cycle
with a new-found credibility, as their central banks have acted swiftly and decisively in the
last few years, pre-empting their developed market (DM) counterparts in hiking rates. For
investors this means EM currencies could offer an attractive long term valuation anchor
as they seek compelling opportunities within global markets.

More room for rate cuts

Rates are now expected to fall across the world’s economies and all eyes are now on the
US Federal Reserve (Fed). Its first reduction will be widely regarded as the unofficial start
of the rate-cutting cycle. In line with their caution during the tightening period, EM central
banks have been careful not to act prematurely. But their discipline should soon pay off.
Lower inflation pressures together with disciplined action over the last two years, means
many are now in a position to cut rates aggressively.

The price of oil is naturally a key component in global inflation, and we expect oil prices to
remain broadly around their current level. The one risk is that the challenges of managing
a soft landing get away from the larger central banks, increasing the risk of a hard landing
with sharper demand destruction driving down oil prices. The resulting downside pressure
on headline inflation would provide more scope for EM central banks to pursue interest

rate cuts even more vigorously.

The picture is of course not uniform, and some emerging economies still face tough
rate decisions and may even have to raise rates before they can turn the corner. But for
several major EM economies, such as Mexico and Brazil, we see room for rates to be
cut far harder than the market is currently pricing.

The recent inflation and interest rate cycle has been a testing time for many economies
and investors, but out of the fires of that cycle, EM debt has emerged as a strategic
investment opportunity. We believe that investors can best capitalise on this by taking
an unconstrained approach. A fluid and flexible approach to asset allocation can come
into its own in volatile markets when the universe offers a multitude of opportunities
for investors to achieve outsized returns yet avoid taking excessive credit risk.



RBC Global Asset Management Emerging market central banks forge a new credibility

Portfolio Manager Perspectives

Our experts offer their perspectives on the latest developments in global credit and the state of the markets.

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.

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 2024 © RBC BlueBay. RBC Global Asset Management (RBC GAM) is the asset management division of Royal Bank of Canada which
includes RBC Global Asset Management (U.S.) Inc. (RBC GAM-US), RBC Global Asset Management Inc., RBC Global Asset Management (UK)
Limited, RBC Global Asset Management (Asia) Limited, and RBC Indigo Asset Management Inc., which are separate, but affiliated corporate
entities. ® / 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.

RBC Global Asset Management (U.S.) Inc. %
Minneapolis | Boston | Chicago N
800.553.2143 | rbcgam.com RBCH


https://institutional.rbcgam.com/en/us/insights/archive?type=archive&team=f5eee4af-9ad9-4d90-a4d2-876f02fc41c0

