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2023 Midyear Investment Outlook:
Focus on Emerging-Markets Debt

Positive global developments help to build a constructive outlook on the asset class in the second half
of 2023.

Mila Skulkina, CFA, Managing Directors & Portfolio Manager

Matthew Schaller, CFA, Associate Investment Strategist

Key Points

e (China’s reopening and a potential pause in U.S. Federal Reserve (Fed) rate hikes are positive developments for the
asset class.

e Consumer activity in China will be closely watched.

e We think select emerging markets (EMs) may provide attractive relative-value opportunities in the second half of 2023.

The prevailing headwinds of 2022 have subsided, paving the way for a brighter emerging-markets (EM) outlook in 2023. The U.S.
Federal Reserve (Fed) has decelerated rate hikes, and China has abandoned its zero-COVID-19 policy and reopened its economy.
Additionally, key EMs have implemented prudent monetary and fiscal measures, buttressed by significant reserve buildups.

The U.S. economy’s resilience and China’s gradual recovery, combined with worldwide central banks nearing the end of their
tightening cycles, underpin our cautiously optimistic view on the asset class. EM growth in 2023 has proven resilient, with positive
surprises in Latin America (like Brazil) and EM Asia. As inflation moderates with dissipating energy and food shocks, rate cuts are
being considered in some EMs.

That backdrop gives rise to select opportunities. We expect that progress in stalled debt restructurings, for example, could allow
distressed sovereigns to regain good standing with the investor community. Another trend we are watching is ambitious reforms in
frontier/high yield issuers like Nigeria and Angola, which have the potential to stabilize those economies amid external challenges.
Finally, the recalibration of supply chains is creating interesting investment opportunities in Mexico and some EM Asia countries.

Looking Ahead

In the latter half of 2023, we prioritize fundamental analysis as returns are expected to continue to bifurcate, and geopolitical
considerations remain paramount. Notably, we will continue to watch China’s consumer-led recovery, where the uneven industrial
sector contrasts with a recovering services sector, which we expect will create millions of jobs over several years.
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Figure 1. Wide Dispersion in EM Sovereigns Suggests Selective Opportunities
Default probabilities derived from valuations for five-year term credit default swaps (CDS) of sovereign issuers
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Source: Bloomberg. Data as of May 31, 2022. A credit default swap (CDS) is a contract between two parties in which one party purchases protection from
another party against losses from the default of a borrower for a defined period of time. Past performance is not a reliable indicator or guarantee of
future results. For illustrative purposes only and does not represent any specific portfolio managed by Lord Abbett or any particular investment. Indexes are
unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct investment.




Unless otherwise noted, all discussions are based on U.S. markets and U.S.
monetary and fiscal policies.

References to fund yields are for informational purposes only and are not meant to
represent any specific Lord Abbett bond fund or portfolio.

Asset allocation or diversification does not guarantee a profit or protect against loss
in declining markets.

No investing strategy can overcome all market volatility or guarantee future results.

The value of investments and any income from them is not guaranteed and may fall
as well as rise, and an investor may not get back the amount originally invested.
Investment decisions should always be made based on an investor’s specific
financial needs, objectives, goals, time horizon, and risk tolerance.

Market forecasts and projections are based on current market conditions and are
subject to change without notice.

Projections should not be considered a guarantee.

Dividends are not guaranteed and may be increased, decreased, or suspended
altogether at the discretion of the issuing company.

Dividend policy: A stock is classified as a dividend payer if it paid a cash dividend any
time during the previous 12 months; a dividend grower if it initiated or raised its cash
dividend at any time during the previous 12 months; and a non-dividend payer if it
did not pay a cash dividend at any time during the previous 12 months.

Equity Investing Risks

The value of investments in equity securities will fluctuate in response to general
economic conditions and to changes in the prospects of particular companies and/
or sectors in the economy. While growth stocks are subject to the daily ups and
downs of the stock market, their long-term potential as well as their volatility can be
substantial. Value investing involves the risk that the market may not recognize that
securities are undervalued, and they may not appreciate as anticipated. Smaller
companies tend to be more volatile and less liquid than larger companies. Small cap
companies may also have more limited product lines, markets, or financial resources
and typically experience a higher risk of failure than large cap companies.

Fixed-Income Investing Risks

The value of investments in fixed-income securities will change as interest rates
fluctuate and in response to market movements. Generally, when interest rates rise,
the prices of debt securities fall, and when interest rates fall, prices generally rise.
High vield securities, sometimes called junk bonds, carry increased risks of price
volatility, iliquidity, and the possibility of default in the timely payment of interest and
principal. Bonds may also be subject to other types of risk, such as call, credit,
liquidity, and general market risks. Longer-term debt securities are usually more
sensitive to interest-rate changes; the longer the maturity of a security, the greater
the effect a change in interest rates is likely to have on its price.

Bonds issued or guaranteed by foreign governments and governmental entities
(commonly referred to as “sovereign debt”) present risks not associated with
investments in other types of bonds. The sovereign government or governmental
entity issuing or guaranteeing the debt may be unable or unwiling to make interest
payments and/or repay the principal owed. The securities markets of emerging
market countries tend to be less liquid, especially subject to greater price volatility,
have a smaller market capitalization, have less government regulation and may not
be subject to as extensive and frequent accounting, financial and other reporting
requirements as securities markets in more developed countries. Further, investing
in the securities of issuers located in certain emerging countries may present a
greater risk of loss resulting from problems in security registration and custody or
substantial economic or political disruptions.

The credit quality of fixed-income securities in a portfolio is assigned by a nationally
recognized statistical rating organization (NRSRO), such as Standard & Poor’s,
Moody’s, or Fitch, as an indication of an issuer’s creditworthiness. Ratings range
from ‘AAA’ (highest) to ‘D’ (lowest). Bonds rated ‘BBB’ or above are considered
investment grade. Credit ratings ‘BB’ and below are lower-rated securities (junk
bonds). High-yielding, non-investment-grade bonds (junk bonds) involve higher
risks than investment-grade bonds. Adverse conditions may affect the issuer’s
ability to pay interest and principal on these securities.

Glossary & Index Definitions

The U.S. Federal Reserve (Fed) is the central bank of the United States. The
federal funds (fed funds) rate is the target interest rate set by the Fed at which
commercial banks borrow and lend their excess reserves to each other overnight.

J.P Morgan EMBI Global Investment Grade Index tracks returns for the U.S.
dollar-denominated debt instruments issued by emerging-markets sovereign and
quasi-sovereign entities, Brady bonds, loans, and Eurobonds.

Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are
not available for direct investment.

This material may contain assumptions that are “forward-looking statements,”
which are based on certain assumptions of future events. Actual events are difficult
to predict and may differ from those assumed. There can be no assurance that
forward-looking statements will materialize or that actual returns or results will not be
materially different from those described here.

The views and opinions expressed are as of the date of publication, and do not
necessarily represent the views of the firm as a whole. Any such views are subject
to change at any time based upon market or other conditions, and Lord Abbett
disclaims any responsibility to update such views. Lord Abbett cannot be responsible
for any direct or incidental loss incurred by applying any of the information offered.

This material is provided for general and educational purposes only. It is not intended
as an offer or solicitation for the purchase or sale of any financial instrument, or any
Lord Abbett product or strategy. References to specific asset classes and financial
markets are for illustrative purposes only and are not intended to be, and should not
be interpreted as, recommendations or investment advice.

Please consult your investment professional for additional information concerning
your specific situation.

This material is the copyright © 2023 of Lord, Abbett & Co. LLC. All Rights Reserved.
Important Information for U.S. Investors
Lord Abbett mutual funds are distributed by Lord Abbett Distributor LLC.

FOR MORE INFORMATION ON ANY LORD ABBETT FUNDS, CONTACT
YOUR INVESTMENT PROFESSIONAL OR LORD ABBETT DISTRIBUTORLLC
AT 888-522-2388, OR VISIT US AT LORDABBETT.COM FOR A PROSPECTUS,
WHICH CONTAINS IMPORTANT INFORMATION ABOUT A FUND’S
INVESTMENT GOALS, SALES CHARGES, EXPENSES AND RISKS THAT AN
INVESTOR SHOULD CONSIDER AND READ CAREFULLY BEFORE
INVESTING.

The information provided is not directed at any investor or category of investors and
is provided solely as general information about Lord Abbett’s products and services
and to otherwise provide general investment education. None of the information
provided should be regarded as a suggestion to engage in or refrain from any
investment-related course of action as neither Lord Abbett nor its affiiates are
undertaking to provide impartial investment advice, act as an impartial adviser, or
give advice in a fiduciary capacity. If you are an individual retirement investor, contact
your financial advisor or other fiduciary about whether any given investment idea,
strategy, product or service may be appropriate for your circumstances.

Important Information for non-U.S. Investors

Note to Switzerland Investors: In Switzerland, the Representative is ACOLIN Fund
Services AG, Leutschenbachstrasse 50, CH-8050 Zurich, whilst the Paying Agent
is Bank Vontobel Ltd., Gotthardstrasse 43, CH- 8022 Zurich. The prospectus, the
key information documents or the key investor information documents, the
instrument of incorporation, as well as the annual and semi-annual reports may be
obtained free of charge from the representative. In respect of the units offered in
Switzerland, the place of performance is at the registered office of the representative.
The place of jurisdiction shall be at the registered office of the representative or at the
registered office or domicile of the investor.

Note to European Investors: This communication is issued in the United Kingdom
and distributed throughout the European Union by Lord Abbett (Ireland) Limited, UK
Branch and throughout the United Kingdom by Lord Abbett (UK) Ltd. Both Lord
Abbett (Ireland) Limited, UK Branch and Lord Abbett (UK) Ltd are authorized and
regulated by the Financial Conduct Authority.

Lord Abbett (Middle East) Limited is authorised and regulated by the Dubai
Financial Services Authority (“DFSA”). The entire content of this document is subject
to copyright with all rights reserved. This research and the information contained
herein may not be reproduced, distributed or transmitted in any jurisdiction or to any
other person or incorporated in any way into another document or other material
without our prior written consent. This document is directed at Professional Clients
and not Retail Clients. Any other persons in receipt of this document must not rely
upon or otherwise act upon it. This document is provided for informational purposes
only. Nothing in this document should be construed as a solicitation or offer, or
recommendation, to acquire or dispose of any investment or to engage in any other
transaction. Nothing contained in this document constitutes an investment, an offer
to invest, legal, tax or other advice or guidance and should be disregarded when
considering or making investment decisions.
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