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WEBINAR • 24 June 2021 

 

 

Chief Investment 

Officers 

Petiole Asset Management 

 

Dr. Amer Bisat, Managing Director and Head of Sovereign and Emerging 

Markets at BlackRock, joined our webinar to discuss the performance of 

emerging markets amidst a high-interest rate environment. 

 
The summary notes covered the following key topics: 

 

- Were Emerging Markets prepared during this crisis? 

- The China-US relationship 

- Current and Future Outlook in Emerging Markets 

 

 

Although emerging markets were better prepared for this economic crisis than in previous episodes, they were not 

prepared enough. On the positive side, they had better economic conditions compared to previous crises: lower Debt 

to GDP levels, lower current account deficits and a level of reserves which allowed them to implement significant 

fiscal policies. These conditions allowed emerging markets to weather the shock better than in previous crises. 

However, on the flip side, they entered the crisis with lower economic growth and turbulent political circumstances 

in the last few years which is not a stable environment to conduct monetary and fiscal policies. 

 

 

Dr. Bisat is eyeing global growth in developed markets and whether this will translate into global growth in emerging 

markets. He is also more optimistic on the rollout of vaccines and subsequently the opening of the economies.  
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The servicing of the debt in emerging markets is a concern for Dr. Bisat as debt has increased by 11% in the last years 

to reach 60% average debt to GDP for all EM countries. 

 

 

Chinese bonds are attractive with a 10-year yield at 3% compared to the U.S. 10-year yield at 1.4%. China enjoys 

strong economic conditions to tolerate high levels of indebtedness with high saving rates, high reserves and very low 

public debt to GDP. He does not regard China as an emerging market. On the political front, the China-US relationship 

is clearly changing: the Trump administration thought that by pushing hard enough, China would collapse whereas 

the Biden Administration's approach is more systematic and comprehensive, applying pressure on multiple fronts 

besides trade. Tensions may seem to have eased, but the Chinese are far more wary of the Americans than they were 

last year. Dr. Bisat expects that tensions will continue between the two countries and will be long and slow, and away 

from headline news. 

 

 

Despite stronger fiscal policies and more liquidity being put in the market, Dr. Bisat does not foresee a 10-year cycle 

of growth. Rather, he sees 12-24 months of strong growth from the re-opening of the economies and pent-up demand 

but policies, especially in the developed world, cannot remain easy forever and some form of tightening will be needed 

to offset inflation fears. The implication on emerging markets will be supportive in the short-term for commodity 

exporters and producers like Brazil and Columbia but more as a tactical trade than a long-term hold. Dr. Bisat also 

warns investors of potential bouts of volatility in the future when tapering is needed, as experienced in 2013.   

 

With the strong expansionary policies, Dr. Bisat worries the most about inflation risk - which can accelerate the 

removal of monetary policy similar to the Volcker rule. In a fixed income portfolio, he recommends shortening the 

duration as a means to hedge inflation risk.   

 

 

Dr. Bisat is still positive on emerging markets in the short-term with good macro fundamentals and strong technicals 

(i.e. many investors still underweight this asset class.). He is, however, negative on valuations as a lot has been priced 

in. From a bottom-up perspective, the three emerging markets countries that he favors are Mexico, which has strong 

fundamentals and should benefit from US growth; Brazil, which should greatly benefit from commodities; and 

Indonesia, the true emerging market in Asia. He applies caution with Turkey. 

 

Dr. Bisat does not foresee a long market cycle as he is worried about inflation risk, strong headwinds from tightening 

policies, and the risks of emerging markets in servicing their high level of debt. 

 

 

The webinar was held on June 16, 2021, in collaboration with The Family Office Bsc (c). 
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This article was issued by Petiole Asset Management AG (“PAM”) on June 24, 2021 and is provided to you for informational and marketing purposes 

only, and contains proprietary information that may not be reproduced, distributed to, or used by, any third parties without PAM’s prior written 

consent. Although all information and opinions expressed in this article were obtained from sources believed to be reliable and in good faith, no 

representation or warranty, express or implied, is made as to their accuracy or completeness.  

 

The information contained herein is not a substitute for a thorough due diligence investigation. Past performance is not indicative of and does not 

guarantee future performance. Exit timelines, prices and related projections are estimates only, and exits could happen sooner or later than expected, 

or at a higher or lower valuation than expected, and are conditional, among other things, on certain assumptions and future performance relating to 

the financial and operational health of each business and macroeconomic conditions. 

 

PAM makes no representation or warranty, express or implied, with respect to any statistics or historical or current financial data, whether created 

by PAM through its own research or quoted from other sources. With respect to any such statistics or data delivered or made available by or on behalf 

of PAM, it is acknowledged that (a) the investor takes full responsibility for making its own evaluation of the materiality of the information and the 

integrity of the quoted source and (b) the investor has no claim against PAM.  

 

To the extent this article contains any forecasts, projections, goals, plans and other forward-looking statements, such forward-looking statements are 

inherently subject to various parameters, most of which are difficult to predict and many of which are beyond PAM’s control and may cause actual 

performance, financial results and other projections in the future to differ materially from any projections of future performance, results or 

achievements expressed or implied by such forward-looking statements. Investors should not place undue reliance on these forward-looking 

statements. PAM undertakes no obligation to update any forward-looking statements to conform to actual results or changes in PAM’s expectations, 

unless required by applicable law. 
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