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Market review
INVESTMENT OBJECTIVE
The Fund aims to maximize total returns
by investing primarily in US dollar
denominated fixed income securities
issued by sovereigns, quasi-sovereigns
and corporate issuers within the Emerging
Markets
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Reference Index
JP Morgan Emerging Markets Bond Index
Global Diversified Index
Portfolio Manager
Eric Fang

The global bond rout extended in February as long-term bond yields continued to
climb higher. Emerging Markets (EM) USD-denominated sovereign bond prices
declined as a result with the JPMorgan EMBI Global Diversified index falling by
2.55%, the biggest decline since March last year.
The weak performance of EM sovereign bonds was driven primarily by the sharp
rise in US interest rates. In February, ten-year US Treasuries (UST) yields jumped
34 bps (to 1.40%) in February, the biggest monthly increase since late 2016.
Market observers generally cited mounting expectations of faster inflation, on the
back of a strong rebound in economic activity, and concerns over central banks
pulling back on their ultra-loose monetary policy, as the main factors driving the
jump in bond yields. The recovery theme also contributed to a surge in commodity
prices with Brent Crude oil prices rising by more than 18%. A key gauge of the
market's expectation of annual inflation over the next decade, the ten-year US
breakeven rate, rose in February to the highest level since 2014. Nevertheless,
with the Federal Reserved expected to keep policy rate unchanged through to
2023, short-end rates remained well anchored over the month.
Across the EM bond markets, the rise in US interest rates dampened investor
sentiment as it triggered fears of another episode of taper tantrum. This
contributed to a tapering of portfolio flows into EM bonds towards the later part of
the month, while sovereign credit spreads in the region widened moderately.
Overall, investment grade EM sovereign bonds bore the brunt of the sell-off given
their longer duration profile and lower coupon buffer. Sovereign bonds in Latin
America, such as Peru, Paraguay and Panama were among the key laggards
amid the rates-induced weakness. Selected high yield sovereign issuers also
underperformed, driven mainly by idiosyncratic concerns; Sri Lanka continued to
underperform as concerns over its ability to service its foreign debt persisted amid
falling foreign reserves, while the lack of progress in Argentina's negotiation with
the IMF on debt repayment weighed on sentiment. Belize was another
underperformer as its credit rating was downgraded further by S&P from CCC+ to
CC amid the country's imminent default due to severe economic and fiscal
challenges.
On the other end of the spectrum, key outperformers during the month were
mainly high yield sovereign issuers, supported by accrual income. Hopes of
potential deals with the IMF to obtain funding also buoyed performance of
sovereign issuers such as Zambia and Ecuador.

Performance
In February, while the Fund's duration overweight detracted from relative
performance given the broad rise in US rates, positive carry, which was helped by
the Fund's allocation to EM corporate bonds, provided a cushion against the
duration effects. Further, gains from credit positioning, including the underweights
in the Philippines and Peru, more than offset detraction from the underweight in
Middle Eastern markets, such as Saudi Arabia and Lebanon, which outperformed.
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Strategy and outlook
Global interest rates have moved up swiftly in recent weeks amid rising optimism
of a strong rebound in global growth and higher inflationary pressures. The sharp
rise in US interest rates has also raised the spectre of another taper tantrum- style
correction in the EM, thereby exacerbating the weakness in pockets of the market.
While the current growth optimism is expected to keep global rates volatile in the
near term, we view that the markets have moved excessively to price in the
reflation story; Growth conditions, while improving, are normalising to pre-COVID
levels, rather then pointing to above-trend growths. We also expect rises in
inflation rates to be transitory as secular disinflationary trends and significant
output gap keep a cap on inflationary pressures. Major central banks are unlikely
to tighten monetary policy in this environment, although market participants have
already priced in the first Fed rate hike to happen in 2023, which is earlier than the
Fed's "dot plot" projection.
As such, given our view that US rates should eventually stabilise and further rises
should be capped, we see opportunities in selected long-dated sovereign bonds
which have sold off due to the rates volatility. We are, however, still cautious in
our allocation within the high yield sector; While the positive surprises in global
growth and the consequent jump in commodity prices are supportive of EM
economies, the substantial fiscal needs and varying extent of economic scarring
due to COVID will still see uneven recovery across EM. We are thus likely to still
see more debt restructuring and downgrades ahead, although we recognise that
the proposed allocation of IMF's special drawing rights could be a key
development in providing a lifeline to the weaker EM countries.
Nevertheless, for now, we retain our preferences for laggards such as Mexico, as
well as high yield issuers with higher visibility for financing, such as Eygpt, and
selected commodity exporters which may benefit if the reflation trades gain
traction. Additionally, we will seek tactical opportunities through off-benchmark
bets in the local-currency space, as well as selective corporates given their
healthy spread over sovereign bonds.

All data as of 28 February 2021 unless otherwise stated.

Page 2

FUND COMMENTARY SICAV
Eastspring Investments - Global Emerging Markets Bond Fund

February 2021

Please note that the securities mentioned are included for illustration purposes only. It should not be considered a recommendation
to purchase or sell such securities. There is no assurance that any security discussed herein will remain in the portfolio of the Fund
at the time you receive this document or ¬that security sold has not been repurchased. The securities discussed do not represent
the Fund’s entire portfolio and in the aggregate, may represent only a small percentage of the Fund’s portfolio holdings.
Disclaimer
Commentaries are for Institutional, Wholesale or Professional Investors Only. Not for distribution to the retail public.
Commentaries are supplemental information, for complete performance data including appropriate Gross and Net results with
calculation methodology please see corresponding factsheet at www.eastspring.com/usoffshoreadvisors
This document is issued by Eastspring Investments (Singapore) Limited (UEN: 199407631H). Eastspring Investments (Singapore)
Limited is the appointed Singapore Representative and agent for service of process in Singapore. This document has not been
reviewed by the Monetary Authority of Singapore.
Certain Strategies are only available a separately managed account and vehicles may not be registered in the U.S. under the
Investment Company Act of 1940, as amended, nor the Securities Act of 1933, as amended (1933 Act). Shares may not be offered
or sold, directly or indirectly, in the U.S. or to any ‘U.S. Person,’ as defined by Regulation S of the 1933 Act.
Eastspring Investments Inc. (Eastspring US) primary activity is to provide certain marketing, sales servicing, and client support in the
US on behalf of Eastspring Investment (Singapore) Limited (“Eastspring Singapore”). Eastspring Singapore is an affiliated
investment management entity that is domiciled and registered under, among other regulatory bodies, the Monetary Authority of
Singapore (MAS). Eastspring Singapore is also registered with the US Securities and Exchange Commission as a registered
investment adviser. Eastspring US seeks to identify and introduce to Eastspring Singapore potential institutional client prospects.
Such prospects, once introduced, would contract directly with Eastspring Singapore for any investment management or advisory
services. In marketing Eastspring Singapore’s services, the Adviser’s employees also may make recommendations about securities
that constitute investment advice. Eastspring US does not contract directly with any prospective client, nor does it have any
discretion over client assets, nor does it trade, deal or direct trading in any security, client account or fund. Eastspring US does not
receive or retain any assets or securities, nor does it serve as a custodian or direct any custodial decisions. Additional information
about Eastspring Investments is also is available on the SEC’s website at www.adviserinfo.sec.gov.
This document is solely for information and does not have any regard to the specific investment objectives, financial or tax situation
and the particular needs of any specific person who may receive this document. This document is not intended as an offer, a
solicitation of offer or a recommendation, to deal in shares of securities or any financial instruments. Clients will receive account
statements, at least quarterly, directly from the qualified custodian. Clients may also receive an account statement or reporting from
Eastspring. Clients should review the information contained in the account statements that they receive from their qualified
custodian.
Please refer to the offering documents for details on fees and charges, dealing and redemption, product features, risk factors and
seek professional advice before making any investment decision. An investment in the Fund is subject to investment risks, including
the possible loss of the principal amount invested. The value of shares in the Fund and the income accruing to the shares, if any,
may fall or rise. Where an investment is denominated in a currency other than the base currency of the Fund, exchange rates may
have an adverse effect on the value price or income of that investment. Investors should not make any investment decision solely
based on this document. Investors may wish to seek advice from a financial adviser before purchasing shares of the Fund. In the
event that an investor may choose not to seek advice from a financial adviser, the latter should consider carefully whether the Fund
in question is suitable.
Past performance and the predictions, projections, or forecasts on the economy, securities markets or the economic trends of the
markets are not necessarily indicative of the future or likely performance of Eastspring Investments or any of the funds managed by
Eastspring Investments. There are limitations to the use of indices as proxies for the past performance in the respective asset
classes/sector.
Eastspring Investments companies (excluding JV companies) are ultimately wholly-owned / indirect subsidiaries / associate of
Prudential plc of the United Kingdom. Eastspring Investments companies (including JV's) and Prudential plc are not affiliated in any
manner with Prudential Financial, Inc., a company whose principal place of business is in the United States of America.
The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments.

FUND COMMENTARY SICAV
Eastspring Investments - Global Emerging Markets Bond Fund

February 2021

This document is solely to be used for informational purposes only and is not intended for anyone other than the recipient. This
information is not an offer or solicitation to deal in shares of any securities or financial instruments and it is not intended for
distribution or use by anyone or entity located in any jurisdiction where such distribution would be unlawful or prohibited. This
document may not be copied, published, circulated, reproduced or distributed without the prior written consent of Eastspring
Investments.
Information herein is believed to be reliable at time of publication but Eastspring Investments does not warrant its completeness or
accuracy and is not responsible for error of facts or opinion nor shall be liable for damages arising out of any person’s reliance upon
this information. Any opinion or estimate contained in this document may subject to change without notice. Clients maintain those
assets with a qualified custodian that sends quarterly account statements directly, please compare the account statements from the
qualified custodian to review transaction activity and holdings.
Past performance and the predictions, projections, or forecasts on the economy, securities markets or the economic trends of the
markets are not necessarily indicative of the future or likely performance of Eastspring Investments or any of the funds managed by
Eastspring Investments. An investment is subject to investment risks, including the possible loss of the principal amount invested.
Where an investment is denominated in another currency, exchange rates may have an adverse effect on the value price or income
of that investment. Furthermore, exposure to a single country market, specific portfolio composition or management techniques may
potentially increase volatility. The information contained herein does not have any regard to the specific investment objective(s),
financial situation or the particular needs of any person.
Where included, benchmark and index data included in this document are provided for illustrative purposes only. The portfolio
and/or services mentioned do not formally track any such benchmarks or indices and no representation is made as to relative future
performance or tracking deviation. You should note that investing in financial instruments carries with it the possibility of losses and
that a focus on above-market returns exposes the portfolio to above- average risk.
Performance aspirations are not guaranteed and are subject to market conditions.
Eastspring Investments (excluding JV companies) are ultimately wholly-owned / indirect subsidiaries / associates of Prudential plc of
the United Kingdom. Eastspring Investments and Prudential plc are not affiliated in any manner with Prudential Financial, Inc., a
company whose principal place of business is in the United States of America.
For Chilean Institutional Investors: Esta oferta privada se inicia el día 1 diciembre 2012 y se acoge a las disposiciones de la norma
de carácter general nº 336 de la superintendencia de valores y seguros; esta oferta versa sobre valores no inscritos en el registro
de valores o en el registro de valores extranjeros que lleva la superintendencia de valores y seguros, por lo que tales valores no
están sujetos a la fiscalización de ésta; por tratar de valores no inscritos no existe la obligación por parte del misor de entregar en
chile información pública respecto de los valores sobre los que versa esta oferta; estos valores no podrán ser objeto de oferta
pública mientras no sean inscritos en el registro de valores correspondiente.
This private offer commences on 1 December 2012 and it avails itself of the General Regulation No. 336 of the Superintendence of
Securities and Insurance; This offer relates to securities not registered with the Securities Registry or the Registry of Foreign
Securities of the Superintendence of Securities and Insurance, and therefore such shares are not subject to oversight by the latter;
Being unregistered securities, there is no obligation on the issuer to provide public information in Chile regarding such securities;
and these securities may not be subject to a public offer until they are registered in the corresponding Securities Registry.
For Peruvian Institutional Investors: Los valores no han sido ni serán inscritos en Perú bajo el decreto legislativo 861: ley del
mercado de valores, y son ofertados a inversionistas institucionales únicamente (tal como se definen en el artículo 8 de la ley del
mercado de valores y el reglamento del mercado de inversionistas institucionales) bajo una oferta privada, según el artículo 5 de la
ley del mercado de valores. Los valores no han sido inscritos en el registro público del mercado de valores que mantiene la
superintendencia del mercado de valores, y la oferta de los valores en perú no está sujeta a la supervisión de dicha
superintendencia. Cualquier transferencia de los valores estará sujeta a las limitaciones contenidas en la ley del mercado de
valores y los reglamentos aprobados en el marco de esta ley.

Por tratarse de valores no inscritos no existe la obligación de entregar en perú información pública respecto de los valores sobre los
que versa esta oferta; estos valores no podrán ser objeto de oferta pública mientras no sean inscritos en el registro público del
mercado de valores.
Las personas y/o entidades que no califiquen como inversionistas institucionales deberán abstenerse de participar en la oferta
privada de los valores.
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The securities have not been and will not be registered in Peru under decreto legislativo 861: ley del mercado de valores (the
“securities market law”), and are being offered to institutional investors only (as defined in article 8 of the securities market law and
the reglamento del mercado de inversionistas institucionales) pursuant to a private placement, according to article 5 of the securities
market law. The interests have not been registered in the securities market public registry (registro público del mercado de valores)
maintained by, and the offering of the securities in Peru is not subject to the supervision of, the superintendencia del mercado de
valores. Any transfers of the interests shall be subject to the limitations contained in the securities market law and the regulations
issued thereunder.
As the securities are not registered, there is no obligation to deliver in Peru public information with respect to the securities offered
hereby. These securities cannot be offered by way of public offering as long as they are not registered in the securities market public
registry.
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