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Fund commentary

The asset class delivered positive returns in June, supported by a meaningful tightening in Latin American corporate 

spreads despite a mixed U.S. Treasury backdrop. The 10-year U.S. Treasury rose modestly from 4.44% to 4.47%, while 

the 30-year declined from 4.97% to 4.95%, resulting in a broadly stable duration environment. Meanwhile, Latin 

American corporate spreads tightened by approximately 20bps 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. 

June data reinforced the view that the U.S. economy remains more resilient than previously anticipated. Activity 

indicators continued to point to solid second-quarter GDP growth in the 2.5%–3.0% range, supported primarily by 

business investment—particularly in AI-related equipment and intellectual property—and resilient consumer spending. 

Although first-quarter GDP was revised higher, the composition became less favorable as private consumption was 

revised lower, suggesting that underlying domestic demand is expanding at a more sustainable pace rather than 

accelerating. Business confidence also remained constructive, with manufacturing and services surveys continuing to 

signal expansion. 

Inflation dynamics became more balanced during the month. While headline inflation remained elevated due to energy 

prices, underlying price pressures showed signs of moderation. Core CPI surprised to the downside and continued to 

track closer to the Federal Reserve's target, whereas the rise in core PCE reflected stronger goods inflation rather than 

a broad-based acceleration in underlying demand. At the same time, improving corporate profitability, supported by 

slower unit labor cost growth, continues to provide a favorable backdrop for business investment. However, elevated 

supplier-delivery indicators suggest that supply-chain constraints remain a source of upside risk for goods inflation 

should geopolitical disruptions persist. 

Monetary policy remained the central focus for markets. Although the Federal Reserve maintained a relatively hawkish 

tone—raising its inflation projections and prompting markets to price approximately one additional 25bp rate hike over 

the coming year—the underlying macro data do not yet point to an overheating economy. Payroll growth remains solid, 

but hiring continues to be concentrated in non-cyclical sectors, while investment outside AI remains relatively subdued. 

As a result, we believe the Federal Reserve is likely to remain patient, with future policy decisions increasingly 

dependent on whether inflation pressures broaden beyond energy and supply-related effects. For fixed income 
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investors, June reinforced a backdrop of resilient growth, contained underlying inflation, and a Fed that is likely to 

remain data-dependent, leaving rates sensitive to incoming inflation and labor-market releases rather than following 

a predetermined policy path. 

During June, the fund delivered a positive absolute return and outperformed its benchmark. Positive relative 

contributions came from the Electrical, Chemicals, and Mining sectors. These gains were partially offset by weaker 

relative performance in Airlines, Media, and Real Estate. 

The top contributors were ECOPET 51s, ECOPET 33s, and ECOPET 45s, while the main detractors were PRIOBZ 30s, 

BANORT 8 3/4 Perp, and BEEFBZ 33s. 

June saw a more moderate month for Latin American issuance, with activity concentrated across energy, infrastructure, 

and financials. Notable transactions included Promigas ($920mm), Banorte with two issuances totaling $1.35bn, 

Pluspetrol ($450mm), MSU Green Energy ($400mm), and Empresa Distribuidora de Electricidad de Mendoza 

($300mm). Transactions were generally well absorbed, reflecting resilient investor demand and supportive technical 

conditions across the region. 

As we move beyond the midpoint of the year, the macro backdrop continues to be shaped by the interaction between 

resilient U.S. economic activity, evolving inflation dynamics, and a Federal Reserve that remains cautious in the face of 

competing growth and inflation signals. U.S. growth remains supported by resilient domestic demand and business 

investment, particularly in areas linked to equipment and intellectual property, while the labor market continues to 

show signs of moderation beneath still-solid headline figures. At the same time, inflation remains above the Fed’s 

comfort zone, with core measures no longer showing the same clear convergence observed earlier in the year. As a 

result, markets are likely to remain sensitive to incoming economic data and policy signals, contributing to periods of 

volatility across rates and risk assets. 

Against this backdrop, we remain constructive on Latin American fixed income. Although spreads have tightened 

meaningfully, absolute yield levels continue to provide attractive carry and remain supportive of total return potential. 

This carry profile offers an important cushion against both spread volatility and fluctuations in U.S. Treasury yields. 

Nevertheless, tighter valuations and a still-uncertain macro environment leave less room for error, reinforcing the 

importance of disciplined credit selection and active risk management. Overall, we continue to view the asset class 

favorably, supported by resilient credit fundamentals, healthy corporate balance sheets, and still-supportive market 

technicals. 
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