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/| S Global Frontier Debt

imvestingfors Understanding — and navigating -
an increasingly relevant asset class

Frontier markets sit within the broader emerging market (EM)

debt universe, but are typically at an earlier stage of economic

development, with less well-developed financial markets. In fact,
Thys Louw frontier markets today resemble emerging markets in the early 2000s
Portfolio Manager - high-growth economies, offering the potential for attractive risk-

adjusted returns.

Compelling diversification characteristics have helped make the
frontier market opportunity set highly relevant for asset allocators
today. The liquid frontier universe spans almost 60 countries
globally, and can be accessed through hard currency sovereign
bonds, local currency bonds and FX markets. Each of these asset
classes carries different liquidity, volatility and return characteristics.
Hard currency debt offers access to a broader set of issuers and

Antoon de Klerk generally better liquidity' as most hard currency issuance goes into
Co-Head of Emerging global benchmarks, which have minimum liquidity requirements. By
Market Sovereign & FX contrast, local markets can offer higher yields, lower volatility and a

lower correlation to global indices, while providing direct exposure to
diverse domestic reform and monetary-policy cycles - this makes the
asset class a powerful diversifier for investment portfolios.

1. While local markets are typically less liquid, investability has improved steadily as more countries have opened their markets and
settlement infrastructure has improved. For active investors, liquidity is no longer a valid reason for overlooking the asset class; it is
one of the features that can create mispricing opportunities to exploit.
For professional investors and financial advisors only. Not for distribution to the public or within a country where distribution would be contrary
to applicable law or regulations.
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A global investment universe

Today, the frontier market universe is bigger, broader and more liquid
than ever, with secondary market activity having expanded alongside
issuance and new country entrants. However, these markets remain less
researched and less crowded than more developed emerging markets,
resulting in significant alpha-capture potential.

Figure 1: The liquid frontier market universe now comprises 58 countries, 35 NDF/
deliverable FX markets, 28 local bond markets and 50 hard currency bond markets
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Source: Ninety One, as at 31 December 2025. For an overview of asset class characteristics, please see the Appendix.

A structural yield premium

Frontier markets typically provide a significant yield pick-up over more
mature emerging markets, as shown in Figure 2.

In part, this reflects market-development factors. Nascent domestic
savings industries in frontier-market economies mean that demand for
longer-dated assets (such as sovereign bonds) is less entrenched than in
more developed markets - as a result, investors get higher compensation.
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Figure 2: Compelling yields are on offer in frontier markets
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Source: 30 April 2026, Bloomberg, Moody'’s, Ninety One calculations.

The yield premium also reflects the structural challenges frontier markets
face, which can make them more vulnerable to shock events. This was
seen clearly in 2022, when fears over a global recession, combined with
thinning liquidity and concerns over external indebtedness, weighed heavily
on frontier markets, resulting in a ‘sudden stop’ in foreign investor flows.
Crucially, indiscriminate market moves like this can create entry points
for investors to gain exposure to economies where long-term structural
improvements are being overlooked. However, careful navigation of this
highly diverse investment universe is vital. Put simply, investors should
favour countries that are willing and able to consolidate fiscal finances,
even in the face of tighter financial conditions.

Frontiers and reforms

Frontier markets have particular challenges to overcome as they develop
and reach their potential:

— Low savings rates often mean government attempts to stimulate
the economy ‘crowds out’ private sector investment.

— High levels of informality and inefficient tax collection regimes
result in relatively low levels of government revenue.

— Despite debt levels similar to their EM peers and lower than DM

peers, frontier markets face substantially higher interest costs on
their debt.

The key to frontier markets’ success is how they tackle these three
challenges. Reforms should seek to increase revenue - broadening the tax
base and reducing levels of informality — while also stabilising and lowering
the interest costs of their debt. Egypt and Argentina have both been
successful in recent years and have subsequently been rewarded with
lower risk premia and credit rating upgrades.



https://ninetyone.com/en/international/insights/from-the-eye-of-the-storm-african-fixed-income?utm_source=pdf&utm_medium=pdf
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A favourable risk-adjusted
return profile

Historically, local currency frontier debt has delivered lower absolute
returns than hard currency debt, but a higher risk-adjusted return

in reflection of relatively lower volatility, as shown in Figure 3. It has

also shown smaller drawdowns than frontier hard currency debt and
more mature emerging market local debt. One reason is that foreign
participation is often low, benchmark representation is limited and capital
tends to move more slowly. That tends to reduce sensitivity to the global
bond market and can make diversified local allocations more resilient
through the cycle.

Figure 3: A differentiated return and risk profile to global
fixed income indices
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Source: Bloomberg, Ninety One calculations, 30 April 2026. For further information
onindices, please see Important information section.

Robust fundamental foundations

A typical perception of frontier markets is that the underlying economies
are on fragile footing. The reality is quite different. In recent years, frontier
economies have emerged from the period of stress between 2020-2022
with stronger policy frameworks and improved fundamentals. Fiscal
consolidation has generally been more pronounced than in many other
sovereign bond markets. Across much of the universe, current accounts
have improved and foreign-exchange reserves boosted.
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Growth dynamics remain relatively strong across much of the frontier
universe. Despite the shocks of the past decade, frontier economies have
continued to show resilience, particularly outside of oil exporters. With
war in the Middle East disrupting energy markets, economies’ commodity
market exposure is a key concern for investors, with a risk-off shift
causing a correction in frontier markets where investor positioning has
become heavy over the past year. From a longer-term perspective, in the
event of ongoing energy supply disruption resulting in a persistent rise

in commodity prices, the likely impact will be even greater divergence in
this already diverse investment universe. Markets that are relatively well
positioned extend beyond oil exporters to include economies where oil
is smaller in the import basket, and where inflation was benign before the
conflict, such as many Latin American economies and South Africa.

From a structural perspective, asset class resilience is supported by more
favourable demographic trends and scope for increased private-sector
participation in many economies. Finally, the IMF remains a key anchor.
IMF programmes continue to encourage policy discipline, transparency
and reform follow-through, while multilateral support has helped reduce
near-term funding pressure in a number of countries. That does not
eliminate risk - frontier investing still requires selectivity. But risks today
are increasingly localised rather than systemic, which improves the case
for diversified, actively managed exposure.

Figure 4: Real GDP growth premia vs US Figure 5: Debt to GDP
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Source: IMF WEO April 2026, Ninety One calculations. For further information on indices, please see Important information section.
Forecasts are inherently limited and are not a reliable indicator of future results.
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Argentina illustrates how active investors can benefit from a frontier market that
adopts a credible policymaking path. From being locked out of international
capital markets following its default in 2020, Argentina’s turnaround has been
one of the most compelling stories in the asset class. In short:

Following Javier Milei’s inauguration as president in December 2023, his
fiscal programme brought about a non-negotiable balanced budget
commitment, sharp reductions in subsidies and state spending, and
deregulation under the “Foundations Law.”

By mid-2025, ahead of expectations, the primary surplus had reached
positive territory at 0.9% of GDP.

A combination of political consensus forming around labour and tax reform,
booming oil and gas investment in Vaca Muerta, and the early stages of
remonetisation all began to point to a cyclical recovery.

As credit rating agencies began to recognise this, upgrades began to
emerge: Moody’s upgraded Argentina to Caal from Caa3 in July 2025, and
S&P has delivered two upgrades since 2024, bringing Argentina to CCC+.

We believe Argentina will eventually achieve a B- rating, which would imply
meaningful further spread compression ahead.

Nigeria’s reform journey over recent years has earned it credit rating upgrades
and put its economy on a sustainable path, while providing a reform template
for other high-yielding African markets.

— Orthodox monetary policymaking meant inflation was tackled early and
with real rates still firmly positive, Nigeria is well placed in the context of
rising inflation.

— There have been concerted efforts to combat corruption and reforms to
the oil sector have improved transparency and financial stability of this
commaodity exporter; oil production has risen.

— Last year the IMF commended Nigeria’s progress on key structural
reforms, notably the unification of FX markets and the removal of fuel
subsidies. The country was also removed from the Financial Action Task
Force’s (FATF) grey list, which is a positive development for financial-
sector credibility.

— The recent passing of the 2026 budget and a cabinet reshuffle - bringing
in a more technocratic finance minister — suggest ongoing policy
recalibration, and we would expect further credit rating upgrades over
time if policy efforts are sustained.
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Getting the most out
of frontier market debt

There are significant benefits to investing across both the hard and
local currency segments of the frontier market opportunity set as the
performance of each sub-asset class is differentiated through the
broader economic and monetary policy cycle. A blended portfolio
provides the opportunity for alpha capture through: 1. top-down
allocation between local and hard currency debt; and 2. bottom-up
selection of the best assets in each market. In other words, a ‘blended’
allocation that provides access to multiple asset classes in a single
portfolio may help balance different return drivers through the cycle.

More broadly, the inherent diversity of the frontier market opportunity
set makes a highly selective investment approach vital. In our view,
keys to successful investment outcomes include:

— Selective exposure with disciplined risk control. Portfolio
construction should be anchored in risk management, with
positions sized with explicit regard to liquidity and to a lesser
degree volatility, in addition to bottom-up conviction.

— On-the-ground insight where information is scarce. Frontier
markets are often information-constrained. Local relationships,
policy access and issuer engagement are vital.

— Continual innovation. The investable universe is quickly evolving,
meaning research processes also need to adapt. Carefully
developed proprietary tools are key to uncovering long-term
structural opportunities.

General risks. The value of investments, and any income generated from them, can fall as well as
rise. Where charges are taken from capital, this may constrain future growth. Past performance is
not a reliable indicator of future results. If any currency differs from the investor’s home currency,
returns may increase or decrease as a result of currency fluctuations. Investment objectives and
performance targets are subject to change and may not necessarily be achieved, losses may

be made. Environmental, social or governance related risk events or factors, if they occur, could
cause a negative impact on the value of investments.

Specific risks. Geographic/Sector: Investments may be primarily concentrated in specific
countries, geographical regions and/or industry sectors. Currency exchange: Changes in

the relative values of different currencies may adversely affect the value of investments and

any related income. Default: There is a risk that the issuers of fixed income investments (e.g.
bonds) may not be able to meet interest payments nor repay the money they have borrowed.
The worse the credit quality of the issuer, the greater the risk of default and therefore investment
loss. Emerging market: These markets carry a higher risk of financial loss than more developed
markets as they may have less developed legal, political, economic or other systems.
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Australia

Level 28 Suite 3, Chifley Tower
2 Chifley Square

Sydney, NSW 2000
Telephone: +612 9160 8400
australia@ninetyone.com

Botswana

Plot 64289, First floor

Tlokweng Road, Fairgrounds
Gaborone

PO Box 49

Botswana

Telephone: +267 318 0112
botswanaclientservice@ninetyone.com

Channel Islands

PO Box 250, St Peter Port
Guernsey, GY13QH

Telephone: +44 (0)1481710 404
enquiries@ninetyone.com

Germany

Bockenheimer Landstrafie 23
60325 Frankfurt am Main
Telephone: +49 (0)69 7158 5900
deutschland@ninetyone.com

Hong Kong

Suites 1201-1206, 12/F

One Pacific Place

88 Queensway, Admiralty
Telephone: +852 28616888
hongkong@ninetyone.com

Luxembourg

2-4, Avenue Marie-Thérése
L-2132 Luxembourg
Telephone: +352 2812 77 20
enquiries@ninetyone.com

Namibia

Am Weinberg Estate
Winterhoek Building

1st Floor, West Office

13 Jan Jonker Avenue
Windhoek

Telephone: +264 (61) 389 500
namibia@ninetyone.com

Netherlands

Johan de Wittlaan 7

2517 JR Den Haag
Netherlands

Telephone: +3170 7013652
enquiries@ninetyone.com

Singapore

138 Market Street
CapitaGreen #27-02
Singapore 048946
Telephone: +65 6653 5550
singapore@ninetyone.com

www.ninetyone.com

South Africa

36 Hans Strijdom Avenue
Foreshore, Cape Town 8001
Telephone: +27 (0)219011000
enquiries@ninetyone.com

Sweden

Vastra Tradgardsgatan 15,
1153 Stockholm

Telephone: +46 8 502 438 20
enquiries@ninetyone.com

Switzerland

Dufourstrasse 49

8008 Zurich

Telephone: +4144 262 00 44
enquiries@ninetyone.com

United Kingdom

55 Gresham Street

London, EC2V 7EL

Telephone: +44 (0)20 3938 1900
enquiries@ninetyone.com

United States

Park Avenue Tower, 65 East 55th Street
New York, 10022

US Toll Free: +1800 434 5623
usa@ninetyone.com

Telephone calls may be recorded for training, monitoring and regulatory purposes

and to confirm investors’ instructions.

For more details please visit www.ninetyone.com/contactus



Important information

This communication is for professional investors and financial advisors only. The information may discuss general market
activity or industry trends and is not intended to be relied upon as a forecast, research or investment advice. The economic
and market views presented herein reflect Ninety One’s judgment as at the date shown and are subject to change without
notice. There is no guarantee that views and opinions expressed will be correct and may not reflect those of Ninety One as
a whole, different views may be expressed based on different investment objectives. Although we believe any information
obtained from external sources to be reliable, we have not independently verified it, and we cannot guarantee its accuracy
or completeness (ESG-related data is still at an early stage with considerable variation in estimates and disclosure across
companies. Double counting is inherent in all aggregate carbon data). Ninety One’s internal data may not be audited. Ninety
One does not provide legal or tax advice. Prospective investors should consult their tax advisors before making tax-related
investment decisions. Except as otherwise authorised, this information may not be shown, copied, transmitted, or otherwise
given to any third party without Ninety One’s prior written consent. © 2026 Ninety One. All rights reserved. Issued by Ninety
One, May 2026.

Indices

Indices are shown for illustrative purposes only, are unmanaged and do not take into account market conditions or the costs
associated with investing. Further, the manager’s strategy may deploy investment techniques and instruments not used to
generate Index performance. For this reason, the performance of the manager and the Indices are not directly comparable.
MSCl data is sourced from MSClI Inc. MSCI makes no express or implied warranties or representations and shall have no
liability whatsoever with respect to any MSCI data contained herein. The MSCl data may not be further redistributed or

used as a basis for other indices or any securities or financial products. This report is not approved, endorsed, reviewed or
produced by MSCI. None of the MSCI data is intended to constitute investment advice or a recommendation to make (or
refrain from making) any kind of investment decision and may not be relied on as such.

Investment Team

There is no assurance that the persons referenced herein will continue to be involved with investing assets for the Manager,
or that other persons not identified herein will become involved at any time without notice. References to specific and
periodic team meetings are not guaranteed to be held or fully attended due to reasonable priority driven circumstances and
holidays.

Investment Process

Any description or information regarding investment process is provided for illustrative purposes only, may not be fully
indicative of any present or future investments and may be changed at the discretion of the manager without notice.
References to specific investments, strategies or investment vehicles are for illustrative purposes only and should not be
relied upon as a recommendation to purchase or sell such investments or to engage in any particular Strategy. Portfolio

data is expected to change and there is no assurance that the actual portfolio will remain as described herein. There is no
assurance that the investments presented will be available in the future at the levels presented, with the same characteristics
or be available at all. Past performance is no guarantee of future results and has no bearing upon the ability of Manager to
construct the illustrative portfolio and implement its investment strategy or investment objective.
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