
In a global environment of shifting macroeconomic dynamics, EMD 
stands out as a well-positioned asset class for both return potential 
and diversification purposes.

Emerging Markets Debt: 
Strength, Resilience, and Opportunity
SFDR Article 6,8 and 9 Funds
September 2025

Key Investment Highlights:

◆ Stronger fiscal discipline in many emerging 
countries compared to developed markets.

◆ Improved credit quality, with corporate and 
sovereign issuers showing high incidence of 
ratings upgrades.

◆ High real yields in emerging local currency 
bonds supported by low or declining inflation.

◆ Weaker U.S. dollar outlook may benefit 
emerging currencies, even for euro-hedged 
investors.

Emerging Markets Debt (EMD) offers strong fundamentals, 
relatively higher yields, and renewed investor interest. With solid 
credit quality and under-allocation in global portfolios, EMD is 
positioned for potential strong returns in 2025 and beyond.

This publication is a non contractual document and a marketing communication. 
It is intended for Professional Clients as defined by MIFID only and should not be 
distributed to or relied upon by Non professional clients. The information 
contained in this publication is not intended as investment advice or 
recommendation. Before subscription, investors should refer to the Key 
Information Document (KID) of the fund as well as its complete prospectus.

Source: HSBC Asset Management as of September 2025. This document provides a high-level overview of the recent economic environment. It is for marketing purposes 
and does not constitute investment research, investment advice nor a recommendation to any reader of this content to buy or sell investments. It has not been prepared 
in accordance with legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of its 
dissemination. Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. The views expressed above were held at the time of 
preparation and are subject to change without notice. This information shouldn't be considered as a recommendation to invest in the regions and currencies mentioned. 
Diversification does not ensure a profit or protect against loss.  
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1. Strong Fundamentals in an Uncertain World

Many emerging market (EM) countries are 

entering this cycle with healthier fiscal 

positions than their developed market (DM) 

counterparts. Years of prudent budgetary 

discipline have improved resilience, 

enabling these economies to withstand 

geopolitical uncertainty and tariff pressures 

more effectively.

This improvement has been 

recognized by credit rating 

agencies. Issuers with a positive 

outlook generally have a 2/3 

probability of an upgrade in their 

next ratings action—an 

encouraging sign for credit quality 

across the asset class.
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Source: HSBC Asset Management, Moody's, S&P, Fitch, 30 June 2025.
The views expressed above were held at the time of preparation and are subject to change without notice.

Source: IMF World Economic Outlook, and HSBC Asset Management, 
as of 30 April 2025.

Source: Goldman Sachs, as of 31 December 2024.

Any forecast, projection or target where provided is indicative only and not guaranteed in any way.



3

2. Attractive Yields and Real Rates

Low inflation in many EM economies 
means EM local sovereign bonds currently 
offer high real yields. For the first time in 
history, EM central banks cut interest rates 
in this cycle ahead of and faster than the 
Fed, owing to a more favorable inflation 
environment in EM relative to the US. The 
environment remains constructive given 
these factors, coupled with the likelihood 
that EM central banks to continue reduce 
interest rates regardless of the Federal 
Reserve policy stance.

Additionally, a weaker US dollar, partly driven by questions around the safe haven status of 
US assets and US exceptionalism, could further boost EM currency returns, especially for 
euro-hedged investors who benefit from a lower volatility profile. A weaker US dollar also 
boosts the repayment capacity of EM governments, further enhancing the country credit 
outlook.
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Source: Bloomberg HSBC Asset Management, Aug 2025.

Source: HSBC Asset Management as of September 2025. Any forecast, projection or target where provided is indicative only and is not guaranteed in 
any way. The level of yield is not guaranteed and may rise or fall in the future.  Any yields shown do not account for fees and expenses which will 
decrease yields received. The views expressed above were held at the time of preparation and are subject to change without notice.

Source: Macrobond, HSBC Asset Management, June 2025.

Source: Refinitiv, MSCI, HSBC Asset Management, June 2025.
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3. Under-Allocation Creates Room for Growth

Despite strong fundamentals, EMD remains under-allocated in global portfolios since the 

pandemic. This presents a significant opportunity for inflows as institutional and retail investors 

revisit the asset class and return to more normal allocations.

4. Breadth of Capabilities Across EMD Strategies

The EMD platform at HSBC Asset Management offers a full suite of strategies designed to 

meet diverse investor needs—spanning hard currency sovereigns, local currency debt, 

corporates, sustainable, and total return approaches.

These capabilities are backed by an experienced team with deep knowledge in sovereign, 

corporate, and local currency markets, supported by a disciplined investment process and 

robust risk management framework.

EMD Hard Currency EMD Local Debt EMD Corporates
EMD Total 

Return

GEM Bond
GEM ESG 

Bond
GEM Local 

Debt
GEM ESG 
Local Debt

GEM 
Corporate 

Sustainable

RAIF EM 
Freestyle

RAIF EM IG
GEM Total 

Return

Launch date 1998 2021 2007 2011 2021 2023 2023 1999

SFDR Classification Article 6 Article 8 Article 6 Article 8 Article 9 Article 6 Article 6 Article 6

AUM (USD)

$4.7B 

(of which $3.3B 
in dedicated IG)

$116.3M $2,191.8M $347.2M $344.5M $15.9M $8.3M $180.8M

Yield (%) 6.67 6.69 6.57 6.86 6.63 6.56 5.12 6.90

Duration (yrs) 6.73 7.27 2.60 5.27 3.59 4.01 4.56 5.07

Spread Duration (yrs) 5.99 6.47 N/A N/A 3.28 4.00 4.54 1.85

Credit Quality BBB-/BB+ BBB-/BB+ AA-/A+ A-/BBB+ BB+ BBB-/BB+ BBB+/BBB BBB+/BBB

Comparative index¹

JPM EMBI 
Global Div (JPM 

EMBIGD Inv 
Grade)

JPM ESG EMBI 
Global 

Diversified

50% JPM GBI-
EM Global 

Div / 50% JPM 
ELMI+

JPM ESG GBI-
EM Global 
Diversified

JPM ESG 
CEMBI Broad 

Diversified

JPM CEMBI 
Broad 

Diversified

JPM CEMBI 
IG+

Cash

Source: EPFR Global, Barclays Research, as of 31 July 2025. Any forecast, projection or target where provided is indicative only and not guaranteed in any way. The 
views expressed above were held at the time of preparation and are subject to change without notice..

The performance figures displayed in the document relate to the past and past performance should not be seen as an indication of future returns. The level of yield is not 
guaranteed and may rise or fall in the future.
Source: HSBC Asset Management, as of 30 August 2025.
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5. Recent Performance and AUM Growth

2025 has already seen notable momentum:

◆ GEM Hard Currency – Among the top in its 
peer group YTD; 3-year relative performance 
is back in positive territory.

◆ GEM ESG Bond – Celebrated its 3-year 
anniversary in December 2024; top-ranked 
since inception.

◆ GEM Corporate Sustainable Bond –
Continues to outperform since inception and  
reached its 3-year anniversary on 27 
September 2025; IFC’s endorsement of the 
strategy and commitment to invest up to 
US$100m is drawing renewed attention.

◆ GEM Total Return – Recently attracted 
~$160M in new inflows alongside growing 
investor interest.

Overall, EMD assets under 

management are up over 

$2.3 billion year-to-date, 

across both mutual funds 

and segregated accounts.

Conclusion

Emerging Markets Debt stands out as a strategic 
opportunity, combining resilient fundamentals, 
relatively higher yield opportunities, and ongoing 
improvements in credit quality. Back by a diverse 
range of strategies, with proven performance 
track-records, the asset class is well-positioned 
to capture growing investor demand and deliver 
sustainable long-term value. 

Source: HSBC Asset Management as of September 2025. The views expressed 
above were held at the time of preparation and are subject  to change without
notice. 



Key risks

The value of investments and any income from them can go down as well as up and investors may 
not get back the amount originally invested.

ESG Investing Risk. The use of ESG criteria in the strategy’s investment process may cause the strategy to 
forgo investment opportunities available to other strategies that do not use these criteria, or to increase or 
decrease its exposure to certain sectors or types of issuers, which may negatively impact the strategy’s 
relative performance as compared to non-ESG strategies. Investing on the basis of ESG criteria is qualitative 
and subjective by nature and there can be no assurances that the process utilized by the Adviser will enable 
the strategy to meet its investment objectives.

Exchange Rate Risk Changes in currency exchange rates could reduce or increase investment gains or 
investment losses, in some cases significantly.

Counterparty Risk The possibility that the counterparty to a transaction may be unwilling or unable to meet 
its obligations.

Liquidity Risk is the risk that a Fund may encounter difficulties meeting its obligations in respect of financial 
liabilities that are settled by delivering cash or other financial assets, thereby compromising existing or 
remaining investors.

Operational Risk may subject the Fund to errors affecting transactions, valuation, accounting, and financial 
reporting, among other things.

Derivatives Risk Derivatives can behave unexpectedly. The pricing and volatility of many derivatives may 
diverge from strictly reflecting the pricing or volatility of their underlying reference(s), instrument or asset.

Emerging Markets Risk Emerging markets are less established, and often more volatile, than developed 
markets and involve higher risks, particularly market, liquidity and currency risks.

Interest Rate Risk When interest rates rise, bond values generally fall. This risk is generally greater the longer 
the maturity of a bond investment and the higher its credit quality.

Default Risk The issuers of certain bonds could become unwilling or unable to make payments on their 
bonds.

Credit Risk A bond or money market security could lose value if the issuer’s financial health deteriorates.

CoCo Bond Risk Contingent convertible securities (CoCo bonds) are comparatively untested, their income 
payments may be cancelled or suspended, and they are more vulnerable to losses than equities and can be 
highly volatile.

Sustainability risk means an environmental, social or governance event or condition that, if it occurs, could 
cause an actual or a potential material negative impact on the value of the investment.

Summary Risk Indicator: 3/7 - The SRI (Summary Risk Indicator) is an overall indicator of the product risk level. 
The scale varies from 1 (least risky) to 7 (most risky). Historical data may not be a reliable indication for the future. 
The rating is not guaranteed to remain unchanged and the categorisation may shift over time. The lowest rating 
does not mean a risk-free investment. Do not run any unnecessary risk. Read the Key Information Document.

Further information on the potential risks can be found in the governing documents.



This presentation is distributed by HSBC Asset Management  and is only intended for professional investors as defined by MIFID.The information 

contained herein is subject to change without notice. All non-authorised reproduction or use of this commentary and analysis will be the 

responsibility of the user and will be likely to lead to legal proceedings. This document has no contractual value and is not by any means intended as 

a solicitation, nor a recommendation for the purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. 

The commentary and analysis presented in this document reflect the opinion of HSBC Asset Management on the markets, according to the 

information available to date. They do not constitute any kind of commitment from HSBC Asset Management.

If necessary, investors can refer to the complaints handling charter available in the banner of our website. Please note that the distribution of the 

product can stop at any time by decision of the management company. Tax treatment depends on The individual circumstances of each client and 

may be subject to change in The future.

Capital is not guaranteed. It is important to remember that the value of investments and any income from them can go down as well as up and is not 

guaranteed.

Consequently, HSBC Asset Management  will not be held responsible for any investment or disinvestment decision taken on the basis of the 

commentary and/or analysis in this document. All data from HSBC Asset Management unless otherwise specified. Any third party information has 

been obtained from sources we believe to be reliable, but which we have not independently verified. The capital is not guaranteed.

Past performance is no guarantee of future returns. Future returns will depend inter alia on market developments, the fund manager’s skill, the fund’s 

level risk and management costs and if applicable subscription and redemption costs. The return, the value of money invested in the fund may 

become negative as a result of price losses and currency fluctuations. There is no guarantee that all of your invested capital can be redeemed. Unless 

stated otherwise, inflation is not taken into account.

Article 6 SFDR : concerns financial products which do not promote environmental and/or social characteristics, have no sustainable investment 

objective and do not meet the definition of Articles 8 and 9.

Article 8 SFDR : The product promotes environmental or social characteristics, or a combination of those characteristics, provided that the 

companies in which the investments are made follow good governance practices.

Article 9 SFDR : the product has a sustainability objective.

Sweden

Past performance is no guarantee for future returns. The value of the money invested in the fund can increase or decrease and there is no guarantee 

that all of your invested capital can be redeemed.

Norway

Mentioned funds are registered for marketing in Norway pursuant to the UCITS Directive, as implemented in Norway. The fund has been notified the 

Norwegian Financial Supervisory Authority (Nw: Finanstilsynet) in accordance with section 9-3 of the Norwegian Securities Funds Act of 2011.

Denmark

The Danish Financial Supervisory Authority has received proper notification of the marketing of units or shares in Mentioned funds in the documents 

to investors in Denmark in accordance with the Danish Investment Associations Act and the executive orders issued pursuant thereto. This deck 

does not constitute a prospectus under Danish securities law and consequently has not been filed with, nor is approved by, the Danish Financial 

Supervisory Authority. Any resale of units or shares in Mentioned funds in the documents to investors in Denmark will constitute a separate offer of 

the units or shares under Danish securities law, including its prospectus regulation, and accordingly such resale must either (i) not constitute a public 

offering of securities in Denmark or the admission of securities to trading on a regulated market within the meaning of the Danish Capital Markets 

Act or any executive orders issued pursuant thereto, or (ii) only be completed in reliance on one or more of the exemptions from the requirement to 

prepare and publish a prospectus in the Danish Capital Markets Act or any executive orders issued pursuant thereto.

Finland

Mentioned funds in the documents may not be marketed, offered or sold, directly or indirectly, to any resident of the Republic of Finland or in the 

Republic of Finland, except pursuant to applicable Finnish laws and regulations. Specifically, the units in Mentioned funds in the documents may not 

be marketed, offered or sold, directly or indirectly, to the public in the Republic of Finland, except pursuant to the Finnish Act on Common Funds 

(213/2019, as amended), the Finnish Act on Alternative Investment Fund Managers (162/2014, as amended) or the Finnish Securities Market Act 

(746/2012), as amended. Mentioned funds in the documents memorandum is strictly for private use by its recipients and may not be passed on to 

third parties or otherwise distributed publicly Mentioned funds in the documents memorandum has not been approved by the Finnish Financial 

Supervisory Authority.

Belgium

Tax on Stock Exchange transactions: this tax ("taxe sur les opérations de bourse" or "TOB") is due by Belgian resident taxpayers on redemptions and 

conversions (i.e. share/unit classes switch) related to capitalisation shares of investment companies (i.e. funds with legal personality such as SICAVs) 

that are registered with the FSMA. In such cases, the applicable TOB rate is 1,32% (with a maximum amount of EUR 4,000 per transaction). The TOB 

is also due on secondary market transactions (i.e. purchases and sales) of distributing and capitalising shares and units of ETFs and trackers 

established as investment companies or on a contractual funds. In these cases, the TOB may be due at the rate of 0.12% (cap: EUR 1,300), 0.35% 

(cap: EUR 1,600) or 1.32% (cap: EUR 4,000) depending on the features of the Fund. Belgian savings tax: Individual investors will subject to 30% 

withholding tax on the distribution of dividends (distribution share) and / or the capital gain generated on the sale shares (capitalization share and / or 

distribution) of the Fund : 

- having more than 25% of receivables in the portfolio for the shares acquire before January 1, 2018

- having more than 10% of receivables in the portfolio if the units have been acquired from January 1, 2018

Luxembourg

HSBC entities in Luxembourg are regulated and authorized by the Commission de Surveillance du Secteur Financier (CSSF).



Pursuant to AMF Doctrine 2020-03, this product is not classified/ non-compliant. Any communication aimed at non-professional investors must state 

the following: “investors should note that, relative to the expectations of the Autorité des Marchés Financiers, this fund presents disproportionate 

communication on the consideration of non-financial criteria in its investment policy.” In any case, marketing communication shared with non-

professional clients will have to be adapted to meet AMF guidelines for retail communications.

Detailed information for article 8 and 9 sustainable investment products, as categorised under the Sustainable Finance Disclosure Regulation (SFDR), 

including; description of the environmental or social characteristics or the sustainable investment objective; methodologies used to assess, measure 

and monitor the environmental or social characteristics and the impact of the selected sustainable investments and; objectives and benchmark 

information,can be found in our website.

https://www.assetmanagement.hsbc.fr/fr/retail-investors/investment-expertise/sustainable-investments

HSBC Asset Management is the brand name for the asset management business of HSBC Group, which includes the investment activities provided 

through our local regulated entities.

HSBC Global Asset Management (France) - 421 345 489 RCS Nanterre. 

Portfolio management company authorised by the French regulatory authority AMF (no. GP99026) with capital of 8.050.320 euros, in Italy and Spain 

through the Milan and Madrid branches of HSBC Global Asset Management (France), regulated respectively by Banca d’Italia and Commissione

Nazionale per le Società e la Borsa (Consob) in Italy, the Comisión Nacional del Mercado de Valores (CNMV) in Spain.

Postal address : 38 avenue Kléber 75116 PARIS

Head Office : Immeuble Coeur Défense - 110 esplanade du Général de Gaulle - La Défense 4 - 92400 Courbevoie - France 

www.assetmanagement.hsbc.fr
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