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Market developments 

For markets, one of main drivers through Q3 was the US-Iran 

conflict, and the knock on effect on oil prices and inflation. Initially, 

the quarter got off to a rocky start, with oil prices surging back as 

Trump declared the US-Iran MoU was “over”. Meanwhile, as both 

sides resumed strikes, Brent crude rapidly moved up from around 

$73/bbl going into the quarter, to close above $100/bbl by the end 

of it. Central banks shifted in a hawkish direction over Q3, with the 

Fed, the ECB and the Bank of Japan all delivering a rate hike. For 

the Fed, this was the first hike since 2023. One factor giving cen-

tral banks the space to hike rates was resilient growth. Indeed, 

the flash PMIs for September showed that if anything, growth was 

accelerating across many of the world’s biggest economies. How-

ever, that backdrop of building inflation and strong growth proved 

very negative for sovereign bonds, which lost ground around the 

world. Real rates, specifically, moved notably higher. Volatility in-

creased but in an orderly manner so far. There are no signs of ca-

pitulation just yet. 

So fixed income generally had a tough third quarter and EM Fixed 

Income was no exception. In terms of leaders and laggards in the 

EM fixed income space, perhaps surprisingly, the local currency 

(GBI-EM, valued in USD. “LC”) outperformed relatively compared 

to the other two main segments of the market. The local currency 

index delivered a -0.94% absolute return over the quarter. Second 

“best” was the typically more defensive EM Hard currency Corpo-

rate segment of the market (CEMBI BD – “EMC”) which delivered 

an absolute quarterly return of -1.83%, whilst the worst performer 

was the EM HC sovereign (EMBI GD – “EMD”) which trailed with -

3.86%. 

The “Equal Weighted” benchmark which is used in the Vontobel 

Blend strategy, which is a third weighting of each of the above 

three indices, delivered an absolute return of -2.21%. 

In terms of benchmark drivers, the LC benchmark is typically bro-

ken down into three elements; carry, EM local currency price 

movements and EM LC interest rate movements. Carry was posi-

tive (as always) delivering +1.47%. LC (FX) spot prices receded -

0.67% when valued in USD, as the USD was stronger over the 

quarter on strong economic data. Spot prices of some EM curren-

cies weakened, such as Turkish Lira (managed depreciation by 

the Turkish authorities) which receded 13% in the quarter or Indo-

nesia Rupiah which continues to weakened and gave back -7% 

versus USD in the period. On the other hand, Colombia Peso 

continued to benefit from the favourable presidential election re-

sult and appreciated +12% over the quarter. The AI trade also 

started impacting EM currencies with low yielding Korean Won fi-

nally taking off, +6% over the quarter. 

EM Interest rates were the main detractor at -1.77%. Indeed, 

rates globally were much higher over the quarter. The LC bench-

mark yields increased by 0.44% over the quarter to finish at 

6.54%. As a comparison, US 10 year treasuries increased 

+0.81%. We observed that whilst Asian local rates were some-

what defensive and rose a modest 0.19%, European local rates 

were much more affected and behaved more in line with core Eu-

ropean developed market rates and surged a full +1.2% over the 

quarter. 

EM hard currency, whether sovereigns or corporates, were faced 

with the same head/tail winds. The main detractor was clearly the 

significant rise in US treasury yields. The impact of higher US 

yields was more important in the sovereigns, which have longer 

duration than corporates. The impact on the EM HC sovereign 

benchmark’s absolute performance was a full -3.73% in Q3. For 

EM HC Corporates, a still difficult -2.3%. Spreads, both sovereign 

and corporates, were however well behaved notwithstanding 

some weakness in September. Spreads finished modestly wider 

over the quarter, the contribution to absolute benchmark perfor-

mance from Corporates was +0.52% (the carry outweighed the 

spread widening), -0.1% for Sovereigns.  

Portfolio review 

Over the quarter, aggregate duration was increased and more 

specifically we added US Treasury duration in the latter part of 

September as the rates sell off accelerated. 

In terms of currency, the modest overweight in USD compared to 

EM local currency was increased as the notably higher US rates 

should make USD relatively more attractive. 

Within EM currencies, we were particularly active in Frontier cur-

rencies. We notably increased to Nigeria Naira and Ghana Shil-

ling whilst reducing exposure to Egyptian Pound. In Asian curren-

cies, we added Malaysia Ringgit and Indonesia Rupiah on relative 

underwhelming performance whilst taking profits on Korean Won 

after its strong rally. In Latin America, we reduced exposure to top 

performing Colombia Peso and also trimmed exposure to Argen-

tina Peso, whilst adding to Peruvian Sol now that the political situ-

ation is looking more appeased as well as to Mexican Peso, 

which has underperformed. In Europe, we reduced Romania Leu 

exposure. 

In terms of credit, overall average rating remained the same at 

BB-, however, we did increase credit exposure marginally given 
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the September spread tension. In other words, high yield expo-

sure was modestly increased. Sovereign and corporate exposure 

were increased whilst quasi sovereigns were trimmed. 

Regional changes were somewhat reduced, but exposure to Asia 

was increased notably through Malaysia local government bonds. 

In Africa, Ghana and Nigeria were reinforced through local cur-

rency bonds whilst Angola, Egypt and South Africa were reduced 

through the hard currency channel. Latin America exposure re-

mained constant, but we did rotate according to relative value 

preferences. We trimmed Colombia, Argentina whilst adding Ec-

uador, Brazil and EUR denominated Costa Rica hard currency. 

Overall carry is notably higher at the end of the quarter compared 

to the beginning (9.1% in local currency compared to 8.4% at the 

start of the quarter) and excess spread compared to the bench-

mark is 15bp or so higher. 

Performance analysis  

Vontobel Fund – Emerging Markets Blend delivered a negative 

absolute performance of -0.83% in Q3 2026, outperforming its 

benchmark by +1.39% (I share class in USD, net of fees). 

All three main drivers delivered positive relative excess return, 

with credit being the most significant. Within credit, country alloca-

tion was strong, whilst bond selection was also positive. On the 

allocation side, performance was supported by oil exporters on 

the sovereign side, such as Cameroon or Congo, or Argentina ex-

posure on the corporate side. In terms of bond selection, Aragvi 

(Moldova) rebounded after negative headlines damaged the bond 

price at the start of the quarter. In terms of bond selection, Brazil-

ian corporate exposure performed well and more than compen-

sated from some underperformance from the Turkish corporate 

overweight. Sovereign allocation was equally constructive, helped 

by good selection (EUR denominated bonds) in Costa Rica and 

amongst Supranational organisations. Bond selection was how-

ever negative in Romania. 

Currency as well as rates strategies were also both positive. For 

the latter, the portfolio benefitted from Frontier exposure to both 

Nigeria and Uganda rates, as well as a Brazilian rates overweight 

in addition. There were no major negative laggards form local 

rates, although underweight China was a modest negative. The 

overweight to US treasury duration was a larger negative. 

In terms of currency strategies, little to report from an allocation 

point of view; EM currency (and USD) were broadly neutral 

through the quarter. However, local currency selection was posi-

tive, driven primarily by Frontier overweights such as Kazakh 

Tenge or Nigerian Naira, bzut there was also contribution from 

Colombia Peso or Brazilian Real overweights too. On the down-

side, Frontier exposure was not universally positive. Our exposure 

to Uganda Shilling or Egyptian Pound were negative, as was an 

overweight in Argentinian Peso.  

Outlook  

Oil trade disruptions continue to materialize with the Houthis at-

tacks on the Saudi East-West pipelines and the takeover of the 

Bab al Mandab Strait. In this context, oil and fuel prices have con-

tinued to rise despite the fact that more Gulf oil is now flowing 

through the Strait of Hormuz. Although we still don’t see an immi-

nent and permanent resolution to this conflict, nor to the Russia-

Ukraine conflict disrupting fuel refining capacity, we think the mar-

ket is now perhaps underestimating the volume of oil flowing 

through the Strait of Hormuz, and therefore we don’t think oil will 

continue to rally in the short term – barring additional trade disrup-

tions, which are, of course possible. This could bring some relief 

to fixed income, following a month of violent repricing, which has 

been partly driven by the global oil imbalances. 

The Fed hiked rates as expected in September, and another hike 

seems likely in December, which we think is positive for the credi-

bility of the Fed. However, we think the market is currently pricing 

in too many hikes for 2027. The September’s non-farm payroll of 

just 29,000 compared to 90,000 expected, downward revisions to 

the previous two months, and a slight uptick of the unemployment 

rate to 4.2%, as well as the August PCE headline and core y/y in-

flation coming below expectations at 3.4% and 3.0%, respectively, 

all support our view that the market is now too hawkish in its 2027 

Fed hike expectations. 

In our latest, EM fixed income quarterly: “Oil shock: six months 

on, EM debt remains strong” we highlighted that despite the unfa-

vorable global environment, EM economies remain quite resilient, 

even those we call fragile oil importers are doing quite well. In the 

article, we explain that a combination of stronger policy frame-

works, larger macroeconomic buffers, and even some good for-

tune, have all contributed to this resilience. Despite the context, 

sovereign rating upgrades across EM have continued. There’s 

been some exceptions, like the untimely downgrade of Mozam-

bique coinciding with this sovereign being the best performer of 

the month amid expectations of a new IMF program, and a credi-

tor friendly solution to the issue of external debt amortizations 

commencing ahead of the expected ramp up of gas exports. 

Other than that, we’ve seen upgrades across all regions and rat-

ing scales. From recent pandemic and post-pandemic defaulters 

like Belize and Sri Lanka coming out of CCC. To IG-rated Ka-

zakhstan being upgraded to BBB by S&P. 

Overall, we acknowledge that the global outlook is less construc-

tive than we thought three months ago. Geopolitical uncertainty is 

significantly higher than expected, global financial conditions are 

likely to become less accommodative, and on aggregate, valua-

tions generally do not appear that attractive in the current context, 

although relative value opportunities continue to abound. That 

said, we believe EM fundamentals remain solid, as demonstrated 

by the economic resilience observed so far. Inflation remains con-

tained, although it is likely to stay elevated given higher hydrocar-

bon prices and the low probability of a definitive near-term solu-

tion to the ongoing geopolitical conflicts. 

Against this backdrop, we believe EM fixed income may continue 

to offer attractive diversification benefits at a time when exposure 

to the AI boom across large parts of equity markets, including EM 

stocks due to their exposure to Taiwanese and Koren semicon-

ductors, is becoming a common driver. In our view, there is still a 

range of idiosyncratic return drivers in EM fixed income that can 

contribute to portfolio diversification. Moreover, while valuations 

appear less attractive than they did last year, we believe the asset 

class continues to benefit from a favorable carry environment. 
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Fund characteristics  

Fund name  Vontobel Fund – Emerging Markets Blend  

ISIN LU1256229680  

Share class  I USD  

Benchmark  
40% JPM EMBI Global Diversified + 40% JPM GBI EM Global Diversified + 20% JPM CMBI Broad Di-
versified to 28.2.2019, J.P. Morgan EM Blended (JEMB) Equal Weighted thereafter  

Inception date  24.8.2015  
  

 

 

 

Historical performance (net returns, in %)   

Time period  Fund  Benchmark   Time period  Fund Benchmark  

MTD -2.1%  -2.5%   2025  19.8%  14.1%  

YTD 4.1%  0.1%  2024  11.6%  3.9%  

1 year  8.5%  2.7%  2023  16.7%  11.0%  

3 yrs p.a.  15.4%  8.5%   2022  -15.5%  -13.9%  

5 yrs p.a.   6.2% 2.3%   2021  6.9%  -3.3%  

10 yrs p.a.  6.9%  3.0%   2020  2.2%  5.1%  

ITD p.a.  8.0%  3.9%   2019  14.2%  14.1%  

    2018  -5.2%  -4.4%  

    2017  20.2%  11.8%  

    2016  20.6% 10.1%  

 
Past performance is not a reliable indicator of current or future performance.  
Performance data does not take into account any commissions and costs charged when shares of the fund are issued and redeemed, if 
applicable. The return of the fund may go down as well as up, e.g. due to changes in rates of exchange between currencies. The value 
of the money invested in the fund can increase or decrease and there is no guarantee that all or part of your invested capital can be 
redeemed. 
   
 
 
Investment risks 
— Asset-backed and mortgage-backed securities and their underlying receivables are often non-transparent. The sub-fund may also 

be subject to a higher credit and/or prepayment risk.  
— CoCo-Bonds may entail significant risks such as coupon cancellation risk, capital structure inversion risk, call extension risk.  
— Distressed securities have a high credit and liquidity risk as well as a potential restructuring and litigation risk. In the worst case, a 

total loss may result.  
— Investments in emerging markets entail increased liquidity and operational risks as these markets tend to be underdeveloped and 

more exposed to political, legal, tax and foreign exchange control risks.  
— Securities with a lower credit quality means a higher risk that an issuer may fail to meet its obligations. The investment value may 

fall if an issuer's credit rating is downgraded.  
— Using derivatives generally creates leverage and entails valuation risks and operational risks. Leverage magnifies gains but also 

losses. Over-the-counter derivatives involve corresponding counterparty risks.  
— The sub-fund’s investments may be subject to sustainability risks. The sustainability risks that the sub-fund may be subject to are 

likely to have an immaterial impact on the value of the sub-fund’s investments in the medium to long term due to the mitigating 
nature of the sub-fund’s ESG approach. The sub-fund’s performance may be positively or negatively affected by its sustainability 
strategy. The ability to meet social or environmental objectives might be affected by incomplete or inaccurate data from third-party 
providers. Information on how environmental and social objectives are achieved and how sustainability risks are managed in this 
sub-fund may be obtained from vontobel.com/sfdr.  

 

Important legal information 
This marketing document was produced by one or more 
companies of the Vontobel Group (collectively “Vontobel”) for 
institutional clients, for distribution in AT, CH, DE, DK, ES, FI, FR, 
GB, IE, IT, LI, LU, NL, NO, SE, SG (Professional Investors only). 
This document is for information purposes only and does not 
constitute an offer, solicitation or recommendation to buy or sell 
shares of the fund/fund units or any investment instruments, to 
effect any transactions or to conclude any legal act of any kind 
whatsoever. Subscriptions of shares of the fund should in any 
event be made solely on the basis of the fund’s current sales 
prospectus (the “Sales Prospectus”), the Key (Investor) 
Information Document (“K(I)ID”), its articles of incorporation and 
the most recent annual and semi-annual report of the fund and 
after seeking the advice of an independent finance, legal, 
accounting and tax specialist.  This document is directed only at 
recipients who are institutional clients, such as eligible 
counterparties or professional clients as defined by the Markets in 
Financial Instruments Directive 2014/65/EC (“MiFID”) or similar 

regulations in other jurisdictions, or as qualified investors as 
defined by Switzerland’s Collective Investment Schemes Act 
(“CISA”). 
Neither the fund, nor the Management Company nor the 
Investment Manager make any representation or warranty, 
express or implied, with respect to the fairness, correctness, 
accuracy, reasonableness or completeness of an assessment of 
ESG research and the correct execution of the ESG strategy. As 
investors may have different views regarding what constitutes 
sustainable investing or a sustainable investment, the fund may 
invest in issuers that do not reflect the beliefs and values of any 
specific investor. ESG investing and criteria employed may be 
subjective in nature. The considerations assessed as part of ESG 
processes may vary across types of investments and issuers and 
not every factor may be identified or considered for all 
investments. Information used to evaluate ESG components may 
vary across providers and issuers as ESG is not a uniformly 
defined characteristic. ESG investing may forego market 
opportunities available to strategies which do not utilize such 

http://www.vontobel.com/sfdr
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criteria. There is no guarantee the criteria and techniques 
employed will be successful. Note: Unless otherwise stated in 
Fund documentation or included within the Fund’s investment 
objective, information herein does not imply that the Fund has an 
ESG-aligned investment objective, but rather describes how ESG 
criteria and factors are considered as part of the overall 
investment process.  
Past performance is not a reliable indicator of current or 
future performance.  
Performance data does not take into account any commissions 
and costs charged when shares of the fund are issued and 
redeemed, if applicable. The return of the fund may go down as 
well as up, e.g. due to changes in rates of exchange between 
currencies. The value of the money invested in the fund can 
increase or decrease and there is no guarantee that all or part of 
your invested capital can be redeemed.  
Interested parties may obtain the above-mentioned documents 
free of charge from the authorized distribution agencies and from 
the offices of the fund at 17, Boulevard de Kockelscheuer, L-1821 
Luxembourg, in Switzerland, from the representative Vontobel 
Fonds Services AG and the paying agent Bank Vontobel AG, both 
at Gotthardstrasse 43, 8022 Zurich, in the European Union/Eu-
ropean Economic Area from the European facilities agent PwC 
Tax and Advisory, Société coopérative- GFD, 2, rue Gerhard Mer-
cator, L-2182 Luxembourg, Email: lu-pwc.gfd.facsvs@pwc.lu, in 
the United Kingdom from Carne International Financial Services 
(UK) Limited acting as the facilities agent for the Fund in the UK, 
providing certain facilities at its office at 29-30 Cornhill, London, 
EC3V 3NF, United Kingdom. Refer for more information on the 
fund to the latest Sales Prospectus, annual and semi-annual re-
ports, available in English and German.  The Key Investor Infor-
mation Document (“KIID”) is made available in English. The Key 
Information Document (“KID”) is made available in the local lan-
guage of each European country where the fund is distributed. 
These documents may also be downloaded from our website at 
vontobel.com/am. A summary of investors rights is available in 
English under the following link: vontobel.com/vamsa-investor-in-
formation.To access essential information for retail investors in a 
local language please check am.vontobel.com/europeanfacili-
tiesagent. Vontobel may decide to terminate the arrangements 
made for the purpose of marketing its funds in any country at any 
given time. Appropriate information will be communicated to in-
vestors.Spain: funds authorized for distribution are recorded in 
the register of foreign collective investment companies maintained 
by the Spanish CNMV (under number 280). Ireland: Vontobel As-
set Management S.A., trading as Vontobel, is authorized and reg-
ulated by the Commission de Surveillance du Secteur Financier 
(CSSF) in Luxembourg and is regulated by the Central Bank of 
Ireland for consumer protection rules. United Kingdom: The 
Fund (Reference number: 1061845) is recognised in the UK un-
der the Overseas Funds Regime (OFR) but is not authorized in 
the UK and therefore not subject to the investor protection 
rules made under the Financial Services and Markets Act 2000. 
Compensation will not be available under the UK Financial Ser-
vices Compensation Scheme (FSCS), UK investors will generally 
not be able to refer complaints about this fund, its management 
company, or its depositary to the UK’s Financial Ombudsman 
Service (FOS). Investors will not have the right to cancel any in-
vestment agreement entered into with the Fund. This financial 
promotion is approved by Vontobel Asset Management S.A. Lon-
don Branch, which is authorised and regulated by the Financial 
Conduct Authority. The Fund is not subject to the UK Sustainabil-
ity Disclosure Requirements ("SDR") and does not use a sustain-
ability label under the SDR. The fund and its sub-funds are not 
available to retail investors in Singapore. Selected sub-funds of 
the fund are currently recognized as restricted schemes by the 

Monetary Authority of Singapore. These sub-funds may only be 
offered to certain prescribed persons on certain conditions as pro-
vided in the “Securities and Futures Act”, Chapter 289 of Singa-
pore. This document was approved by Vontobel Pte. Ltd., which 
is licensed with the Monetary Authority of Singapore as a Capital 
Markets Services Licensee and Exempt Financial Adviser and 
has its registered office at 8 Marina Boulevard, Marina Bay Finan-
cial Centre (Tower 1), Level 04-03, Singapore 018981. This ad-
vertisement has not been reviewed by the Monetary Authority of 
Singapore. The fund is not authorized by the Securities and Fu-
tures Commission in Hong Kong. It may only be offered to those 
investors qualifying as professional investors under the Securities 
and Futures Ordinance. The contents of this document have not 
been reviewed by any regulatory authority in Hong Kong. You are 
advised to exercise caution and if you are in doubt about any of 
the contents of this document, you should obtain independent 
professional advice. This document was approved by Vontobel 
(Hong Kong) Ltd., which is licensed by the Securities and Futures 
Commission of Hong Kong and provides services only to profes-
sional investors as defined under the Securities and Futures Ordi-
nance (Cap. 571) of Hong Kong and has its registered office at 
1901 Gloucester Tower, The Landmark 15 Queen’s Road Central, 
Hong Kong. This advertisement has not been reviewed by the Se-
curities and Futures Commission.   
This document is not the result of a financial analysis and 
therefore the “Directives on the Independence of Financial 
Research” of the Swiss Bankers Association are not applicable. 
Vontobel and/or its board of directors, executive management and 
employees may have or have had interests or positions in, or 
traded or acted as market maker in relevant securities. 
Furthermore, such entities or persons may have executed 
transactions for clients in these instruments or may provide or 
have provided corporate finance or other services to relevant 
companies. 
Any index referred to herein is the intellectual property (including 
registered trademarks) of the applicable licensor. Any product 
based on an index is in no way sponsored, endorsed, sold or 
promoted by the applicable licensor and it shall not have any 
liability with respect thereto. Refer to am.vontobel.com/terms-of-
licenses for more details.  
Although Vontobel believes that the information provided in this 
document is based on reliable sources, it cannot assume 
responsibility for the quality, correctness, timeliness or 
completeness of the information contained in this document. 
Except as permitted under applicable copyright laws, none of this 
information may be reproduced, adapted, uploaded to a third 
party, linked to, framed, performed in public, distributed or 
transmitted in any form by any process without the specific written 
consent of Vontobel. To the maximum extent permitted by law, 
Vontobel will not be liable in any way for any loss or damage 
suffered by you through use or access to this information, or 
Vontobel’s failure to provide this information. Our liability for 
negligence, breach of contract or contravention of any law as a 
result of our failure to provide this information or any part of it, or 
for any problems with this information, which cannot be lawfully 
excluded, is limited, at our option and to the maximum extent 
permitted by law, to resupplying this information or any part of it to 
you, or to paying for the resupply of this information or any part of 
it to you. Neither this document nor any copy of it may be 
distributed in any jurisdiction where its distribution may be 
restricted by law. Persons who receive this document should 
make themselves aware of and adhere to any such restrictions. In 
particular, this document must not be distributed or handed over 
to US persons and must not be distributed in the USA.  
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