
Key Economic Figures/Events of the Week

• While short due to Easter Holidays, this week is not lacking events, as key economic statistics keep being

published daily. A general positive sentiment is prevailing on the markets, induced by strong Q1 corporate

financial results and further progress in US-China trade negotiations, which are reportedly in their last stage. At

the same time, good news has been coming from China, with figures showing a 6.4% growth in GDP for the first

quarter and 8.5% jump in industrial production in March from one year earlier, both numbers exceeding

analysts’ forecasts. This is a sign that government economic stimulus has taken effect. The optimistic Chinese

data should serve as an additional impulse for the already strong performance of the EM bonds since the

beginning of the year.

China data stabilizes

• The Beige Book didn’t change the current macro picture. It was reported that US economy growth continued at

a similar pace, while labour market remained tight which makes a further increase in the growth rate unlikely.

The officials admitted that there are high hurdles to raising rates amid global growth concerns. We changed our

base case scenario from 2 to 1 rate increase based on the economic data published in 1Q19. We believe that

there are wage pressures which could drive inflation above 2% target. We believe that there is a high chance

that market participants underestimate this risk and current low yield levels across the US Treasuries curve are

not sustainable. That’s why we keep the average duration of our portfolios rather low: at 4.5-5 years.

• Turkish bonds got some support this week on the background of rumors that Turkey reached an agreement with

the US and the latter wouldn’t impose new sanctions. The tension between the two countries has reached

another peak after Ankara announced its intention to purchase Russian S-400 air defense missile system.

However, political uncertainty is still a concern to markets, with President Erdogan’s ruling party requesting

new Istanbul elections. We keep our exposure to short-term Turkish bonds which are less sensitive to market

sentiment and are more subject to credit quality of issuers.

• Indonesia held general elections as of April 17, which didn’t bring any changes on the presidential level

according to private polling agencies. We believe that this outcome was already priced by Indonesian bond

markets and is unlikely to trigger any noticeable price movement. Political stability has already become a rare

thing nowadays and is always taken positively by investors. We keep the weight of Indonesian bonds at about

3%-5% in our portfolios.
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Weekly Investment Insights

• It was reported on Friday, 12 April, that Brazil’s President decided to reverse previously announced diesel price

increase which was favourable for Petrobras (BB-/Ba2). This decision was taken under pressure from truck-

drivers which had prolonged strikes last year. We have already noted that Mr. Bolsonaro is having difficult times

with implementing reforms which are not popular among ordinary Brazilians but are necessary for the country.

That was the basis for our decision to cut Brazil’s weight including that of Petrobras through buy-backs and

sales.

Strategy

We didn’t take active steps this week as we are comfortable with our current portfolios which are fully invested

and have an average duration of 4.5-5 years.
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We hope you find this information useful and will be glad to answer your questions
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