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Fund commentary

The asset class delivered positive returns in August, supported by tighter Latin American corporate spreads and a
broadly stable U.S. Treasury backdrop. The 10-year U.S. Treasury rose marginally from 4.73% to 4.75%, while the 30-
year declined from 5.27% to 5.24%, resulting in a relatively balanced duration environment. Meanwhile, Latin American
corporate spreads tightened by approximately 7bps at the index level, providing a positive contribution to performance.
Alongside carry, this spread tightening helped offset the modest increase in intermediate U.S. rates and allowed the
asset class to close the month in positive territory.

August data reinforced the view that the U.S. economy remains resilient, with growth increasingly supported by a
broader recovery in business investment. Manufacturing momentum strengthened meaningfully, with the ISM rising
to its highest level since 2022, while capital-goods production and shipments continued to improve. This points to a
capex cycle that is beginning to broaden beyond Al-related spending, which could help support payroll growth later in
the year. Private consumption showed signs of moderation, with retail sales weaker and consumption flat in July, but
the broader trend still remains consistent with positive growth rather than a sharp slowdown. Overall, hard data
tentatively point to solid third-quarter GDP growth, supported by resilient domestic demand and stronger business
investment.

The labor market softened during the month, although the underlying signal was less negative than the headline payroll
figures suggested. July payrolls declined by 23,000, with downward revisions to prior months, but much of the
weakness was concentrated in healthcare, leisure and hospitality, government, and education-related seasonal effects.
Cyclical sectors continued to add jobs, suggesting that the broader labor-market backdrop remains consistent with slow
but positive underlying employment growth. At the same time, the decline in unemployment from 4.2% to 4.1%
reflected lower labor-force participation rather than stronger hiring. Wage growth remains subdued, suggesting that
labor supply constraints are not yet generating meaningful inflationary pressure.

Inflation developments were more balanced. July CPI was broadly reassuring, with recent core CPI readings consistent
with inflation moving closer to the Fed's desired pace and limited evidence that geopolitical disruptions have fed
materially into core goods inflation. However, core PCE remained elevated at 3.3% year-on-year, while higher oil prices
are likely to keep headline inflation above 3% through the rest of the year. This divergence between core CPl and core
PCE remained an important focus for markets and policymakers. As a result, Fed expectations became more volatile
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during the month: softer payrolls and benign CPl initially supported a more patient stance, but hawkish comments later
in the month pushed markets to price a higher probability of additional tightening.

During August, the fund delivered a positive absolute return and outperformed its benchmark. Positive relative
contributions came from the Electric, Airlines, and Banks sectors. These gains were partially offset by weaker relative
performance in Oil & Gas, Chemicals, and Healthcare Services.

The top contributors were SAAVIE 35s, DIGDIF 32s, and ECOPET 57s, while the main detractors were ARGENT 35s,
YPFDAR 31s, and BEEFBZ 33s.

August was a very quiet month for Latin American issuance, with only one corporate issuer coming to market. Activity
was limited to Giga Mais Fibra's $350mm transaction, highlighting a seasonally slower primary market environment.

As we progress through the second half of the year, the macro backdrop remains defined by resilient underlying U.S.
activity, mixed inflation signals, and a Federal Reserve that continues to emphasize data dependence. While headline
growth has moderated at times, the underlying composition of activity remains relatively healthy, supported by
domestic demand and a broadening recovery in business investment beyond Al-related spending. At the same time,
inflation data have become more nuanced: core CPI has moved closer to levels consistent with the Fed's objective, while
core PCE remains more elevated and continues to be the key source of concern for policymakers. As a result, markets
remain sensitive to incoming inflation data, labor-market signals, fiscal concerns, energy prices, and geopolitical
developments, all of which can contribute to renewed volatility across rates and risk assets.

Against this backdrop, we remain constructive on Latin American fixed income, while recognizing that valuations are
less forgiving after the spread compression observed over the past year. Absolute yield levels remain attractive and
continue to provide meaningful carry, which should support total return potential and offer a cushion against periods
of spread or U.S. Treasury volatility. At the same time, the current environment reinforces the importance of disciplined
credit selection and active risk management. Overall, we continue to view the asset class favorably, supported by
resilient corporate fundamentals, healthy balance sheets, and still-supportive technical conditions, while maintaining
a selective approach focused on issuers with strong liquidity, prudent financial policies, and the ability to navigate a
more volatile global backdrop.
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