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 In accordance with  
article 8 of EU regulation 

2019/2088, the fund 
promotes environmental, 

social and governance 
characteristics in 

accordance with European 
regulation. Notably, the 

fund’s investment process 
excludes companies having 

low practice or standards in 
these sectors, or those with 

a high long term 
sustainability risk. 

 

FIM GEM DEBT 
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The fund mainly invests in global EM and frontier debt markets. The strategy uses an 
unconstrained, high conviction approach to investing, with a framework that ensures high diversification 
while protecting against downside risk.  Alpha generation is based on a bottom-up fundamental analysis of 
the EM issuers, enhanced with exposure to frontier opportunities. The portfolio manager has a long track 
record, having managed similar products for some of the largest global asset managers over the years. The 
sub-fund is dedicated to investors who intend to pursue capital growth in the medium to long term with 
medium to high volatility. 

Manager commentary 

The portfolio generated a +0.5% return in April, taking YTD returns to +4.0%, and 
Alpha of 71bps (net). 

April saw a continuation of the different trends influencing EM this year, including the 
bifurcation between IG and HY in external debt, and the strong performance of EM 
local. 

On the former, IG-rated sovereigns delivered yet again another shining performance, 
outperforming Treasuries during the month, and trading now flat vs. US IG credit. 

On the latter, EM local debt is the best performing fixed income asset class globally 
YTD, with both duration and FX, contributing to returns as the dollar remains on the 
backfoot. 

We expect both trends to continue, though we find more value away from plain-
vanilla IG sovereigns, and more into GREs and corporate debt structures in GCC 
such as Greensaif – the privatised portion of the Aramco pipelines, which is trading 
at a 120bps pick up vs. KSA. 

In local, we continue to see very good value in Latin American rates and retain our 
long position in Brazilian rates despite the strong rally in April. 

The market is pricing in 300bps of cuts from here, which may seem aggressive, but 
the central bank has a history of large cuts during easing cycles. 

Positions in some of the high-yield (non-IG) credits continued to weigh on 
performance, particularly Egypt, which no longer trades as a beta to global credit, but 
purely on an idiosyncratic basis. 

 

Reassessing Egypt 

We keep reassessing our position in the long-end Eurobonds, and in that light, we 
just held a webinar on the credit with Moody’s. 

The intersect between FX, fiscal and monetary policy is now reaching a very delicate 
juncture, one in which “business as usual” can no longer do the job. 

Egypt needs to rebuild its FX standing and the country can do it the hard way – 
organically, through a BOP/domestic-demand adjustment – or via opening up the 
economy to (non-portfolio) capital inflows.  

The former approach is painful, both economically and socially, and runs the risk of a 
fiscal dominance scenario given the need for a tight interest rate policy in the context 
of a domestic debt profile which is exceedingly sensitive to interest rate risk. 
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The opening-up of the economy-approach requires of a heavy dose of political 
economy, i.e., alienating the military, but should make any economic adjustment more 
politically and socially tolerable and with a higher probability of success. 

At the end of the day, we think success will require a combination of all-of-the above, 
in line with the IMF program’s three-pronged approach towards FX liberalisation, 
steady asset sales and fiscal policy adjustments. 

The good news is that the solution is in the hands of the Egyptians, and we are starting 
to see the beginnings of some corrective actions – the Q4 current account number 
came in as a surplus despite a 30pc drop in remittances and on the back of 20% import 
compression, which is a promising start, though the capital account continues to leak 
out. 

Investment wise, we are retaining the position. We still think Egypt is the best of the 
single Bs, and we think the low dollar-priced bonds in hard-currency offer the best 
convexity. 

At worst we think Egypt has a liquidity problem on external debt, but not a solvency 
one, particularly considering the creditor profile in upcoming maturities – more 
GCC/IFI based and less market sensitive – and the actual funding cost of external 
debt, well-below market rates. 

As such, at current prices, we see that the downside from a lengthening of maturities 
should be somewhat contained relatively to the upside. 

FRANCESC BALCELLS – FIM PARTNERS 

Investment Manager Aristea SICAV FIM GEM Debt 

DISCLAIMER This document does not constitute an offer to anyone, or solicitation by anyone, to subscribe for Shares of the Fund. Its content is based upon information from deemed reliable sources, but it 
cannot be guaranteed as accurate, complete, valid or timely and it should not be relied on as such for any particular purpose. Any subscription should be based solely on the Fund’s Prospectus, as well as the 
latest audited annual report (and subsequent unaudited semi-annual report if available) provided to subscribers prior to the subscription and/or available upon request at 19-21, route d’Arlon, Luxembourg L-
8009 Strassen, Grand Duchy of Luxembourg. An investment in the Fund entails risks, which are more fully described in the Fund’s prospectus. Past performance is not a guide to future performance and may 
not be repeated. The value of an investment can rise or fall with market fluctuations and the originally invested amount may be lost. Exchange rate changes may cause the value of any foreign investment to 
rise or fall. Prices expressed in a currency other than the base currency of the portfolio are available for information purposes only. The Fund may not be registered nor authorized for sale in your home 
country. Tax treatment depends on individual circumstances of each client and may change in the future. Kindly contact your financial adviser in this respect. This communication is issued by Banor Capital 
LTD which is authorised and regulated by the Financial Conduct Authority (“FCA”). 

 

 


