
*BoA ML Q505 – Customized EM Corporate Credit Index 
Due to valuation differences between fund and benchmark, the relative YTD performance is lagging 
behind by 13 basis points. 
**BoA ML Q608 – Bond EM exBB1 Total Return Index until 30.6.2016, JPM CEMBI Broad Diversified IG 
in USD from 1.7.2016 

Update from the lead manager, Péter Varga 
In July, emerging markets continued to perform 
well after a brief period of weakness at the 
beginning of the month. At the end of the month, 
risk premia have narrowed by 10 basis points to 
330 basis points. Yields in the US were slightly 
lower, while they remained relatively unchanged 
in the euro area. 
  
On commodity markets, the overall mood was 
slightly positive. Iron ore and copper were the 
exceptions. Prices of these metals have 
increased significantly. The very solid 
performance of copper (close to 7%), which is 
regarded as a traditional economic barometer 
according to industry insiders, can be explained 
by the fact that the market has priced in a supply 
shortage relative to actual demand. With regards 
to iron ore, there is a certain level of oversupply 
(as previously reported). Nevertheless, prices 
have increased by 30% over the last 40 days. 
Eventually, such price increases are more often 
than not due to the positioning of macro (hedge) 
funds and financial investors rather than due to 
hard facts from the real economy. Thus, one 
should not jump to fast conclusions. 
  
The strength of the EUR was also very 
remarkable in July. The currency has gained a 
solid 4% against the USD. The market has been 
short EUR for quite some time now (although 
there might be a significant number of short-term 
investors with long positions at the moment). 
Also, the  disappointing slow-paced tightening of 
US monetary policy (comment by FED 
chairwoman Yellen: „Rates won’t have to rise 
much further to get to neutral.”) as well as the 
strong economy and comments from the ECB  
regarding a possible tightening of monetary policy 
in the euro area in the near term have pushed 
markets significantly upwards. 
  

 

Best and worst relative performance contributors by country 

Source: Erste AM,  July 2017 

Positive Contributors FUND Negative Contributors 

 JBS and Mexichem with positive reports on debt reduction 
 Bharti Airtel 

 On country level: Brazil 
 Southern Cooper - lack of Bond supply on the market 

Opportunities MARKET Challenges 

 Commodity prices continue to rise. Next economic upswing 
ahead? 

 Turkey - attractive credit growth 

 Thin liquidity in many securities 
 Vulnerability to small market corrections with regards to the 

historic context 

Gross Performance July 2017 YtD 2017 1Y 3Y 5Y 

ERSTE BOND EMERGING MARKETS CORPORATE 

Fund 0.71% 5.39% 6.14% 15.21% 31.62% 

Benchmark* 0.80% 5.76% 6.15% 11.24% 23.35% 

Difference -0.09% -0.37% -0.01% 3.97% 8.26% 

ERSTE BOND EMERGING MARKETS CORPORATE IG 

Fund (USD) 0.54% 4.78% 3.04% 10.03% - 

Benchmark** (USD) 0.54% 5,00% 3.14% 8.83% - 

Difference 0.00% -0.21% -0.10% 1.20% - 

ERSTE RESPONSIBLE BOND EMERGING CORPORATE 

Fund 0.42% 3.70% 2.15% 10.80% - 

EMERGING MARKETS CORPORATE BONDS UPDATE     8/2017 

EAM EMERGING MARKETS CORPORATE Strategies (m EUR) 

Pooled Funds 1,041.77 

Special Mandates 833.16 

Total 1,874.92 

As of July 2017 

Selected new issues in July 

Issuer Coupon Maturity Rating Region 

Eurochem Finance DAC 3.95 05.07.2017 BB- Europe 
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Political developments in Venezuela highly correlated 
to PDVSA bond’s performance 

Source: Bloomberg 

China's real economy has been growing faster 
than expected by 6.9% in Q2/17 compared to 
Q2/16. The government is planning on 
modernising the regulatory environment. 
Moody's has changed the bank sector's outlook 
from negative to neutral. 
 
The US have imposed new sanctions against 
Russia, which did not have any impact on 
markets. The economy is currently self-
sustaining.  
  
JBS is progressing very well with the refinancing 
of short-term debt as well as the sale of shares, 
which is helping them to pay off further debt and 
penalties. The bonds have performed very well. 
We had a small underweight, but as reported in 
the previous month, we have already decreased 
our underweight position a lot. 
  
Bharti Airtel (Telekom) from India has reported 
relatively good figures. There have been rumours 
of a potential merger with Tata Group or 
Softbank (according to the media, Softbank is 
also interested in Charter Communication in the 
US). Bharti is our biggest overweight in India as 
we believe that negative industry news have 
already been priced in.  
 
The figures for Mexichem were very strong. The 
level of debt sank to 1.3 times EBITDA as the 
company focused on margins rather than 
revenues in their newly announced strategy. We 
have therefore overweighed this title in the fund.  
 
Pemex's figures were fairly neutral. Due to this 
as well as the operational stability of the 
company and the relatively favourable valuation 
on the long end (which is where we initially 
bought the bonds, while selling long-dated 
Mexican government bonds), we have increased 
our position to a slight underweight.  
 
Southern Copper has delivered good figures. 
However, since the bonds are not available on 
the market, it cost us some performance this 
month.  
 
Turkish banks also delivered good figures. The 
high credit growth (30-40%) led to profits for 
banks, which resulted in improved capitalization, 
but at the same time also disguised the large 
proportion of bad loans. We have a neutral 
position and have recently shortened maturities. 

Due to the recent political developments, PDVSA 
bonds were trading at low levels. We do have an 
underweight, which we are going to decrease 
gradually as soon as the bonds are trading below 
30. 
 
Over the course of the month the market was 
very well supported by high inflows in the asset 
class as well as stable returns. 
 
For many titles it is impossible to get an offer. 
Generally speaking, the liquidity of older issues is 
exceptionally low. 
 
The strong EUR leads to significant gains in 
currency hedging, which reduces the level of 
investments in the strong market. 
 
Longer-term bonds from AMX, SCCO and VALE 
have performed particularly well this month, 
trading partly on the narrowest levels ever. We 
continue to regard the market as fully valued and 
susceptible to small corrections in the historical 
context. 
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DISCLAIMER 

RISK NOTES 

CONTACT 
Erste Asset Management GmbH 
Am Belvedere 1, 1100 Vienna 
Austria 
Tel.: +43 50100-14298 

www.erste-am.com  
institutional@erste-am.com  

Disclosure according to §25 MedienG see www.erste-am.com/en/Imprint  

ERSTE BOND EMERGING MARKETS CORPORATE, ERSTE BOND EMERGING MARKETS CORPORATE IG and ERSTE RESPONSIBLE BOND EMERGING 
CORPORATE may exhibit increased volatility due to the composition of its portfolio: i.e. the unit value can be subject to significant fluctuations 
both upwards and downwards within short periods of time. 

This document is an advertisement. All data is sourced from ERSTE-SPARINVEST Kapitalanlagegesellschaft m.b.H. and Erste Asset Management GmbH unless indicated 
otherwise. Our languages of communication are German and English.  
The prospectus for UCITS (including any amendments) is published in Amtsblatt zur Wiener Zeitung in accordance with the provisions of the InvFG 2011 in the currently 
amended version. Information for Investors pursuant to § 21 AIFMG is prepared for the alternative investment funds (AIF) administered by ERSTE-SPARINVEST 
Kapitalanlagegesellschaft m.b.H. and Erste Asset Management GmbH after the conclusion of the ongoing licensing procedure) pursuant to the provisions of the AIFMG in 
connection with the InvFG 2011. 
The fund prospectus, Information for Investors pursuant to § 21 AIFMG, the simplified prospectus, and the key investor document/KID can be viewed in their latest 
versions at the web site www.erste-am.com or obtained in their latest versions free of charge from the domicile of the management company and the domicile of the 
custodian bank. The exact date of the most recent publication of the fund prospectus or simplified prospectus, the languages in which the key investor document/KID is 
available, and any additional locations where the documents can be obtained can be viewed on the web site www.erste-am.com.  
This document serves as additional information for our investors and is based on the knowledge of the staff responsible for preparing it at the time of preparation. Our 
analyses and conclusions are general in nature and do not take into account the individual needs of our investors in terms of earnings, taxation, and risk appetite. Past 
performance is not a reliable indicator of the future performance of a fund. Please note that investments in securities entail risks in addition to the opportunities 
presented here. The value of shares and their earnings can rise and fall. Changes in exchange rates can also have a positive or negative effect on the value of an 
investment. For this reason, you may receive less than your originally invested amount when you redeem your shares. Persons who are interested in purchasing shares in 
investment funds are advised to read the current fund prospectus(es) and the Information for Investors pursuant to § 21 AIFMG, especially the risk notices they contain, 
before making an investment decision. 
Please consult the corresponding information in the fund prospectus and the Information for Investors pursuant to § 21 AIFMG for restrictions on the sale of fund shares 
to American citizens. Misprints and errors excepted. 
Note for Switzerland: For interested parties the fund regulations or the articles of incorporation, the prospectus, Information for Investors pursuant to § 21 AIFMG and 
the key investor document (KID) in their current versions as well as the annual and semi-annual reports are provided free of charge at the offices of the management 
company and at the offices of the custodian banks and at the representative in Switzerland (ACOLIN Fund Services AG, Affolternstrasse 56, CH-8050 Zurich, 
www.acolin.ch). Paying agent in Switzerland is NPB Neue Privat Bank AG, Limmatquai 1/am Bellevue, Postfach, CH-8022 Zurich. 

ABOUT US 

From a strong Emerging Europe position Erste Asset Management, part of Erste Group, has become a successful global emerging market investment 
house over the last 10 years. 
We believe that active management is the best way to generate value in inefficient markets. Emerging markets corporate bonds offer these kind of 
investment opportunities. Our clients appreciate and benefit from the integrative research and portfolio manager team approach that provide the basis for a 
structured and efficient decision making process. This stable process and our focus on excellence has made us the partner of choice for institutional clients 
all over Europe. 

http://www.erste-am.com/
mailto:institutional@erste-am.com
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