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Headwinds are 
well priced

The macro environment in 2023 is likely to remain volatile for emerging 
market debt, until global disinflation trends gather momentum and central 
banks shift to an accommodative stance. Yet the headwinds to the asset 
class from 2022 – inflation, monetary tightening, zero Covid Chinese policies 
and soft growth – are likely to stabilize and subside as the year advances. 
The decline in global macro risks from inflation as well as China’s re-opening 
will eventually create a supportive environment for the performance of 
fixed income assets, including emerging market debt.

The headwinds to EMD are well priced and if / when 

the Fed does eventually pivot to a focus on supporting 

the US economy through a slowdown, emerging 

markets should perform well. We think however that 

through the first half of the year, the Fed will remain 

focused on combatting inflation and only shift to 

growth accommodative policies in the second half 

of 2023, or even 2024.

There are clear indications that the US economy is 

slowing down yet labor market strength and sticky 
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inflation cloud the outlook. Markets are awaiting 

resolution on whether the US economy undergoes a 

soft or hard landing with consensus still supporting 

a benign scenario of gentle slowdown and gradual 

deflation to target by 2024. Europe has narrowly 

avoided recession as gas prices collapsed on an 

uncharacteristically warmer winter and realized 

energy savings. The Chinese authorities executed a 

complete turnaround on zero-covid policies in 

November 2022 and relaxed quarantine rules and 
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Valuations offer 
good entry points

What's next?

mobility restrictions. This led to swift upgrades of 

China’s 2023 growth outlook and energy demand in 

January 2023. Global economic resilience and lower 

core rates typically bode well for emerging market 

debt performance and asset class allocations.

EM growth will likely also be under pressure in 2023 

but should outperform that of developed markets. EM 

inflation is likely to peak early next year and has 

already in several economies with rates markets in 

EM similarly sensitive to DM of any sign of a rolling 

Global bond markets were hit hard in 2022 and EM 

was no exception with the largest drawdown on 

record. That was in large part due to the selloff in US 

rates, which also experienced its largest drawdown 

on record. That has left an asset class that, while with 

The main risks and opportunities for each EMD sub-

asset class will be driven by the evolution of US 

Treasuries, the Chinese economy, the level of defaults 

for EMD Hard Currency; and by EM disinflation, the 

trajectory of the US Dollar, and by the EM versus DM 

growth differential for EMD Local Currency. We will 

continue to follow and assess them, and keep you 

informed on a regular basis.

over of inflation providing ample opportunity for 

differentiating among countries in local rates markets. 

We retain a constructive commodities outlook for 2023 

although we expect declines from the unprecedented 

highs of 2022.

Sovereign defaults are likely to persist in 2023, but the 

market is pricing more defaults than we think are likely 

to occur and most of the countries with elevated 

credit risk are already trading at extremely distressed 

levels.

risks, is now offering attractive valuations and a buffer 

against rising yields. Outside of the depths of the 2008 

financial crisis and the Treasury correction in 2022, 

carry for EM sovereign credit is at its highest levels in 

two decades.



IMPORTANT INFORMATION

This document is for informational purposes only and may not be reproduced or distributed in any form or for any reason. This document is general market research 
prepared by Candriam and does not present information about investment strategies or funds that Candriam offers to clients and investors in any jurisdiction. 

This material does not constitute an offer to sell or a solicitation of an offer to buy any securities. These materials have been prepared by Candriam and provided 
solely for informational purposes; they may not be relied upon in evaluating the merits of investing in any particular investment strategy. All information in this 
document is subject to and qualified in its entirety by reference to the more detailed information appearing in our Form ADV Part 2A brochure (the “Brochure”) and 
the associated agreement, investment guidelines, and other documents associated with establishing an investment account as our client (the “Confidential 
Documents”).

This document is not intended to provide an investment recommendation and should not be relied upon for accounting, legal or tax advice. The recipient should 
consult with its accounting, legal or tax advisor about the issues discussed herein. The recipient should review carefully the Brochure and the Confidential Documents 
before entering into any advisory relationship with Candriam and considering any investment recommendation we may make upon becoming our client. These 
materials do not constitute an offer to sell or a solicitation of an offer to buy any securities.

Please exercise caution in relation to this document. The contents of this document have not been reviewed or endorsed by any regulatory authority, including 
the Securities and Exchange Commission (the “SEC”) and the Commodity Futures Trading Commission (the “CFTC”). Furthermore, the foregoing authorities have 
not passed upon the accuracy or determined the adequacy of this summary. Any representation to the contrary is a criminal offense. An investment in a fund or 
an account managed or advised by Candriam is not a deposit and is not insured by the Federal Deposit Insurance Corporation, the Federal Reserve Board, or any 
other U.S. federal or state governmental agency. This document is not intended to identify all the risks associated with an investment in any of the investment 
strategies. Additional information about investment risks is available in the Form ADV Part 2A brochure of the relevant Candriam manager. No investment should 
be made based on this document. Candriam  does not provide accounting, legal or tax advice. The information contained herein is true as of the date above and 
is subject to change. Candriam shall not be under any obligation to update this information.

Candriam believes that the information provided herein is reliable, but does not guarantee its accuracy or completeness. Certain information contained herein 
has been obtained from published and non-published sources and has not been independently verified by Candriam. Except where otherwise indicated herein, 
the information presented is based on matters as they exist as of the date of preparation, and will not be updated or otherwise revised to reflect information that 
subsequently becomes available, or circumstances existing or changes occurring after the date hereof.

Certain information contained herein constitutes forward-looking statements, which can be identified by the use of terms such as “may”, “will”, “should”, “expect”, 
“anticipate”, “project”, “estimate”, “intend”, “continue”, or “believe” (or the negatives thereof) or other variations thereof. Due to various uncertainties and actual 
events, including those discussed herein and in the Brochure and the Confidential Documents, actual results or performance of an investment strategy may differ 
materially from those reflected or contemplated in such forward-looking statements. As a result, investors should not rely on such forward-looking statements in 
making their investment decisions. Candriam has no duty to update or amend such forward-looking statements.  

Information in this document is subject to change without notice. Candriam cannot be held liable for any direct or indirect losses as a result of the use of this 
document. The intellectual property rights of Candriam must be respected at all times and the contents of this document may not be reproduced without 
Candriam’s prior written approval.

CANDRIAM. INVESTING FOR TOMORROW.
WWW.CANDRIAM.COM

600
Experienced and  

committed professionals

$149B*
AUM at end 
June 2022

25 years
Leading the way in 

sustainable investing

* Candriam has $149.61 billion of assets under supervision as of 30/06/2022. Assets under supervision includes approximately $122.34 billion which fall within the 
U.S. Securities and Exchange Commission's definition of 'regulatory AUM' in Form ADV Part 1A. The remaining $27.27 billion consists of other non-discretionary 
advisory or related services.

Candriam US Branch
51 Madison Avenue, New York, NY 10010

Scott Howe Shane McMahon
Senior Vice President 
scott.howe@candriam.com 
Tel: +1-646-813-6791

Senior Vice President 
shane.mcmahon@candriam.com 
Tel: +1-646-813-6792


