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Emerging Market High Yield (EM HY) sovereign debt saw notable developments in
2024.

A confluence of factors, including improved EM fundamentals through fiscal reforms
and debt restructurings, coupled with favorable market conditions like commodity
prices remaining high and U.S. Federal Reserve rate cuts, drove EM HY spreads (the
yield premium over U.S. Treasuries) to their tightest relative to levels during Covid in
2020. See "EM Investment Grade vs EM High Yield"".
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Notably, a significant portion of 2024 index returns (6.54%) was concentrated in 10 out
of 72 countries, accounting for circa 70% of the returns. We examine drivers behind
some outperformers, where the risks lie, and things to watch in EM HY for 2025.

Lebanon: Experienced a substantial rally from a significantly low base following its 2019
default. This low base and thin trading volumes amplified the impact of perceived
improvements in its financial condition. Positive market sentiment arose from:

1. indications resolution to the political vacuum stemming back to October 2022 was in
sight; and

2. the November 2024 ceasefire agreement with Israel.

These developments were key steps towards beginning debt restructuring processes
and securing financial support from the International Monetary Fund (IMF).

1. Source: Bloomberg, J.P. Morgan, Gramercy, As of March 2025; LSEG Datastream, Schroders. As of
December 2024

ES
Q.oo "o,
Z

3 ¢ R - Emerging Market High Yield Sovereign Debt

v %
Oy 50®



4

Things to watch in 2025: Sustainability of the ceasefire, and signs of political
uncertainty related to 2026 parliamentary elections. Lebanon recently appointed
ministers in key positions, Amer Bisat (Economy Minister) and Yassine Jaber (Finance
Minister). Their success pushing through economic reforms will also be key.

Argentina: President Javier Milei's success implementing fiscal consolidation and
lowering inflation exceeded expectations, contributing significantly to index returns.
Optimism was further fuelled by hopes of continued IMF support given Milei's positive
relationship with Trump.

Things to watch in 2025: The impact of allegations surrounding Milei's involvement with
the cryptocurrency $LIBRA and if impeachment proceedings weaken his ability to
govern. Another is whether episodes of anti-austerity protests in Buenos Aires spread
to other cities.

Zambia: Served as a test case for completing a $13bn debt restructuring under the G20
Common Framework. It concluded in June 2024 after a protracted 3 year process.

Things to watch in 2025: Climate risk. Severe drought is affecting food and copper
production. Zambia is Africa’s 2nd largest copper producer and is a vital export. The

government will need to balance debt terms, rising costs and energy shortages.

EM HY experienced a strong run in 2024, but was concentrated. 2025 performance will
be heavily influenced by:

1. Continued IMF financing and political stability to enact reforms; and
2. If EM’s can navigate short-term shocks, in particular those arising from Trump'’s

policies.

www.rhodespointadvisors.com
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Disclaimer

This paper (the “Paper”) has been prepared by Rhodes Point Advisors Limited (“Rhodes Point Advisors”).

Rhodes Point Advisors Limited, is incorporated in Hong Kong under the Companies Ordinance (Chapter
622 of the Laws of Hong Kong) as a limited company, and whose registered office is Room 1007,
Pakpolee Commercial Centre, 1A Sai Yeung Choi Street, Mong Kok, Kowloon. Registered number
78454784, This Paper is provided to you solely for your information and you may not reproduce, or
distribute, it to any other person. It is only for discussion purposes, may be amended and/or
supplemented without notice and may not be relied upon for the purposes of entering into any
transaction.

This Paper and any information contained herein is for informational purposes only and is not intended to
be, and shall not be regarded or construed as constituting, a recommendation for an investment or
financial or other advice of any kind. This Paper does not in any way constitute an offer or invitation to
subscribe for or purchase interests in any vehicle advised (or to be managed or advised) by Rhodes Point
Advisors and nothing contained in this Paper, or the fact of its distribution, shall form the basis of or be
relied on in connection with or act as any inducement to enter into any contract or commitment
whatsoever.

Any subscription in relation to any vehicle advised (or to be or advised) by Rhodes Point Advisors will
only be accepted on the basis of the definitive offer documentation which may be issued in due course,
and not, for the avoidance of doubt, on the basis of this Paper or any oral statement or representation
made in connection herewith.

The information contained in this Paper is strictly confidential and may not be reproduced or redistributed
in whole or in part nor may the contents of the Report be disclosed to any other person without the prior
written consent of Rhodes Point Advisors. The information contained in this Paper has not been
independently verified and no representation or warranty, express or implied, is made to and no reliance
should be placed on the fairness, accuracy, completeness or correctness of the information or opinions
contained in this Paper.

The information set forth herein does not purport to be complete and no obligation to update or
otherwise revise such information is being assumed. Neither Rhodes Point Advisors, its advisers or
affiliates (nor any of their respective members, officers, employees, advisers, or agents) shall have any
liability whatsoever for any loss whatsoever arising from use of this Paper, its contents or otherwise
arising in connection with this Paper.

All projections, valuations and statistical analyses are provided to assist the recipient in the evaluation of
the matters described herein. They may be based on subjective assessments and assumptions and may
use one among alternative methodologies that produce different results and, to the extent that they are
based on historical information, they should not be relied upon as an accurate prediction of future
performance as past performance is not a reliable indicator of future returns.

Reliance on this Paper for the purpose of engaging in any investment activity may expose a person to a
significant risk of losing all of the property or other assets invested.

The contents of this Paper should not be construed as investment, legal, accounting, taxation, or
regulatory advice.
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