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Fund commentary

The asset class delivered another month of positive performance, supported by a combination of declining U.S. Treasury 

yields and tighter credit spreads. The 10-year Treasury yield fell from 4.23% to 4.15%, while the 30-year yield declined 

more sharply from 4.93% to 4.73%, contributing to favorable duration exposure. Additionally, Latin American corporate 

spreads tightened by 10 basis points, reinforcing the constructive tone and enhancing total return across the curve. 

Throughout September, the U.S. economy presented a mixed macro backdrop, with resilient output data contrasting 

against increasingly soft labor and consumption indicators. The services sector showed tentative stabilization, with the 

August ISM Services Index rising to 52.0, while manufacturing imports remained weak, signaling persistent trade 

headwinds. Labor market data deteriorated notably: rising jobless claims and an uptick in the unemployment rate to 

4.3%. Sentiment indicators, including the Michigan and Conference Board surveys, pointed to weakening consumer 

confidence and expectations, raising concerns about near-term consumption growth. 

Inflation remained uneven but broadly in line with expectations. Core CPI rose 0.3% month-over-month in August, with 

core services inflation remaining sticky at 0.35%, while core goods inflation did not reflect tariff pressures. These 

dynamics, combined with softening labor and consumption data, supported expectations for a more dovish Fed stance. 

The FOMC responded with a 25bp rate cut, initiating what markets expect to be a sequence of easing moves. Despite 

the labor market cooling, GDP growth remained robust, with Q2 revised up to 3.8% and Q3 tracking above 3%, driven 

by strong domestic demand and resilient private consumption. Business investment, particularly in AI-related sectors, 

continued to provide notable support, with broader fixed investment showing improvement even outside of tech. 

Corporate profits were revised modestly lower but remain elevated as a share of GDP, helping sustain investment 

momentum. 

During the month, the fund posted another positive result, both in absolute terms and relative to its benchmark. 

Outperformance was driven by strong contributions from sectors such as Environmental Control, Electric, Banks, and 

Chemicals. These gains more than offset the negative impact from underperformance in Food, Airlines, and 

Telecommunications, allowing the fund to maintain solid overall performance. 

The top contributors were SAAVIE 35s, ECOPET 51s, and SIERRA 28s, while the bottom contributors were BRASKM 34s, 

BRASKM 33s, and YPFDAR 34s. 
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As is typically the case, September proved to be an active month for Latin American corporate issuance, with a diverse 

set of deals across sectors and geographies. Notable transactions included Aegea ($750 million), VESTA ($500 million), 

Orazul ($380 million), Energuate ($670 million), CFE Fibra E ($725 million), Bladex ($200 million), Rede D'or ($500 

million), CMPC ($600 million), Colbún ($500 million), Antofagasta ($600 million), and Kallpa ($700 million). The breadth 

and volume of issuance reflected strong investor appetite and favorable market conditions, particularly following the 

Fed’s rate cut, which supported demand for longer-duration and higher-yielding assets. 

While trade tensions and geopolitical risks remained relatively contained, the global macroeconomic environment 

continues to warrant close monitoring amid persistent uncertainties. The asset class has continued to show resilience, 

supported by declining U.S. Treasury yields, tighter spreads, and strong investor demand. Latin American corporates 

remain fundamentally sound, with active primary markets and solid balance sheets helping them navigate external 

challenges. However, recent crackdowns involving Brazilian corporates serve as a reminder of the importance of 

maintaining an active and selective approach to risk management, particularly to avoid exposure to complex credit 

situations. Staying alert to sector-specific dynamics and governance risks remains key to preserving portfolio quality 

and performance. 
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