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APRIL 2022 HIGHLIGHTS

= Hard currency issuance remained sluggish in April amid rising financing costs and weak risk sentiment.
Total issuance is off to its slowest start since 2016, with sovereign and corporate supply down nearly $100 bn
YTD compared to 2021, or about $70 bn when excluding Chinese corporates. .

= Sovereign issuance slowed to $6.7 bn in April, compared to a 5-year average of $22 bn (for April). YTD
sovereign issuance stands at $42.7 bn, down from $77.7 bn over the same period in 2021. Through April, non-
dollar issuance (notably euro-denominated) has declined to about 14% of total, down from nearly 30% in 2021.

o IG issuance was limited to Croatia ($1.4 bn) and the Philippines’ first sustainable samurai bond ($0.6 bn)
o HY issuance was limited to commodity exporters South Africa ($3 bn) and Angola ($1.8 bn).

= Corporate issuance picked up slightly to $7.5 bn, with Chinese firms issuing $2.6 bn, while YTD issuance
is less than half of last year’s total. EM ex. China picked up to $4.9 bn in April but was well below the monthly
average, and YTD supply of $31 bn is down over $20 bn on average from 2019-2021. Similarly, Chinese YTD
issuance of $11.2 bn is down over $30 bn from 2021.

= EM credit spreads started to widen again in late April in what has been a volatile year. Although spreads
declined sharply following the initial Russia/Ukraine sell off, they have started to move higher again (+40 bps in
April), with frontier and HY spreads now about 100 bps above their early January levels on net.

= Market conditions remain difficult and financing costs are on the rise. Issuance may remain sluggish as
marginal issuers avoid the market amid rising US rates and investor demands for higher coupons. Kenya reportedly
will postpone plans to issue up to $1 bn by June. Nevertheless, the market remains open, with analysts seeing
possible issuers include Saudi Arabia, Brazil, Bahrain, Colombia, Nigeria, Republic of Congo, and Ivory Coast. The
divergence between the prospects of commodity exporters and importers remains sharp, particularly in the HY
segment. Upcoming maturities in May include Indonesia, Croatia, UAE (Dubai), and South Africa. In the secondary
market, nearly 20 sovereigns have hard currency bonds with yields above 10%.

= Fund flows deteriorated in April, with 3 straight weeks of outflows for hard currency funds. Local currency
fund flows have held up better, registering small inflows in recent weeks. Bond returns also have worsened, with
losses approaching 15% YTD, driven primarily by the move in Treasury yields, on top of wider credit spreads.

April 2022 Overview

Total hard currency issuance (ex. China corporates) is offtoa  EM credit spreads widened in April, with frontier and

slow start in 2022, with $73.9 bn the weakest since 2012 HY spreads 60-70 bps higher.
1. Pace of Sovereign and Corporate Issuance 2. Emerging and Frontier Market Spreads
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This monitor is produced by MCMGA. It captures international issuance, not hard or local currency issuance in local law.
Sources: Bloomberg, Bond Radar (issuance), EPFR (fund flows), JPMorgan (spreads), analyst reports, and IMF Staff. 1
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Issuance Detail: Emerging Market Corporates and Sovereigns

Sovereign issuance is $35 bn behind last year’s pace and the ~ With just 4 issuers, SSA led the way with Angola

lowest YTD since 2015. Corporates (including China) have ($1.8bn) and South Africa ($3 bn). Croatia ($1.4 bn)
issued just $42 bn, less than half the YTD level from 2021 and Philippines ($0.6 bn) also issued.
and the weakest since 2016.
Chart 3. Sovereign and Corporate Issuance History Chart 4. EM Sovereign Hard Currency Issuance by
(USD billions) Region (USD billions)
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Corporate issuance picked up slightly to $7.5 bn, led by SE ESG has declined in line with overall issuance, but still
Asia, with China also contributing $2.5 bn, though the last 3 accounts for about 20% of the total YTD. In April, the
months have been weak by historical standards. Philippines issued $0.6 bn in sustainable JPY bonds.
Chart 5. Corporate Hard Currency Issuance by Region Chart 6. ESG Issuance
(USD billions) (USD billions; percent; quarterly)
mm SE Asia (ex China) SSA
Europle o mmMENA 30 3
mm| AC China
50 1 ——12m issuanc%ozace&)é China (rs) r 190 2% | mm Green L 30
= Sustainabl
L 175 ustainable L 25
2 = Social
- 160 -2
15 —+—Percent of total issuance (%)
- 145 - 15
10 -
F 10
- 130
51 -5
- 115
0 - 0
100
Mar21 May.21 Jul.21  Sep.21 Nov.21 Jan22 Mar.22

IMF | Monetary and Capital Markets—Global Markets Analysis 2



Issuance Detail by Rating

HY issuance accounted for more than half of issuance on the
back of South Africa and Angola.

Chart 7. Sovereign Hard Currency Issuance by Rating
(USD billions; Percent)
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Angola ($1.8 bn) was the only frontier issuer in March
Chart 9. Frontier Sovereign Issuance by Rating
(USD hillions)
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HY corporate issuers have stayed out of the market,
accounting for less than 20% of issuance.

Chart 8. Corporate Hard Currency Issuance by Rating
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The pace of frontier issuance YTD ($9.4 bn) is down from
$16.4 bn in 2021, with 7 issuers compared to 11.

Chart 10. Frontier Sovereign Issuance by Region
(USD billions)
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Issuance Detail by Maturity and Currency

Average maturity for EM sovereigns has declined in 2022,  Croatia (euro) and the Philippines (yen) issued non-dollar
with 23% of issuance at greater than 15 yrs maturity, bonds in April, though dollar issuance has accounted for
compared to 37% in 2022. 86% of total supply in 2022, compared to 72% in 2021.

Chart 11. EM Sovereign Issuance by Maturity Chart 12. EM Sovereign Issuance by Currency
(Percent) (Percent)
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Sovereign Amortizations

Sovereign principal payments* are modest until September. Upcoming payments include Indonesia, Croatia, UAE, and

South Africa. Among high yield issuers, Gabon, Guatemala, Morocco, Bahrain, Ukraine, and Turkey have substantial
principal payments coming due later in 2022.

Chart 13. EM Sovereign Maturities by Region Chart 14. EM Sovereign Amortizations by Rating
(US billions) (US billions)
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Note: does not include SOEs. MCM list of EMs does not include Czechia, Slovakia, Baltics, or Israel.
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Flows: EM Debt Dedicated Funds

Hard currency fund outflows accelerated over the last 3 Bond returns have slumped to -15% YTD, with the sell
weeks after flows had initially rebounded following the risk off in Treasuries driving about 65% of the move in April.
off shock from the Russian invasion.

Chart 15. Bond Fund Flows and US 10-year yield Chart 16. Sovereign Hard Currency Bond Returns
(USD billions, 2-week sum; percent) (YTD, percent, based on JPM bond index)
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Spreads on Hard Currency Bonds
Among non-distressed sovereigns, Egypt, Honduras, and The number of distressed issuers has declined from
Kenya spreads widened the most in level terms, while mid-March but remains elevated at 16, compared to 11
spreads in Pakistan and Georgia tightened modestly. at the beginning of 2022.
Chart 17. Major Laggards and Gainers Last Month on Chart 18. Number of Distressed Issuers
Credit spreads (Basis points; change in November) (Number, threshold of 1000 bps is used for distressed
issuers)
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Annex: Country Level Issuers

Annex Table 1. Top 2022 Issuers: Sovereign Bonds Annex Table 2. Top Issuers: Corporate Bonds
(USD billions) (USD bhillions)
Issuer 021 2022 Jan-22  Feb-22  Mar-22  Apr-22 Issuer 020 202 Jan-2 Feb-22 Mar-22  Apr-22
Chie THe 60 40 - | 20 . Cm %7 M2 8729 19 26
; India 14.0 6.0 - 0.8
Romania 82 51 - - -
- Brazil 233 51 2.9 08 - 14
Turkey 100 50 - 3.0 20 .
: Mexico 171 3.6 0.8 17 1.0 -
Mexico 91 50 41 0.9 - '
- . Indonesia 8.8 30 - 3.0
Dommwap Republic 25 36 - se - - Saudi Arabia 69 25 25
South Africa -0 - - [80 chie 00 21 21 :
Philippines 60 28 - - 23 0.6 Thailand 15 13 - - 1.3
Panama 47 25 2.5 - - - Colombia 5.1 12 09 03
Angola - 18 - - - 1.8 Serbia 05 11 11
Indonesia 22 11 - - 17 - Cuatemaa o7 111l -
Croatia 24 14 R _ R 14 Malaysia 6.1 10 - 1.0
Nigeria 40 13 - i 13 :E:i;‘;’;fab Emiates 1‘1’2 8; g;
Pa|§|§tan 35 10 1.0 - - Romania 04 06 06 )
BO||VI8. ' = 0.9 = 0.9 = PerU 3‘7 0.5 . 0.5
United Arab Emirates 109 08 - - 08 " Turkey 27 05 05
Paraguay 09 05 0.5 - - - Georgia 05 03 03 - -
Egypt 68 05 - - 05 - Phiippines 32001 - - 01
Annex Table 3. Average USD Sovereign Bond Yields (at issue) By Maturity and Rating
A or above BBB BB B
Maturity (years) <7 7to0 15 >15 <7 71015 >15 <7 7 to 15 >15 <7 7t0 15 >15
Jan.21 2.1 3.3 2.3 3.5 4.5 4.2 5.5 4.9 5.2

Feb 21 s so s
Mar.21 35 31 . 40 6.1 7.9 -
Apr.21 21 3.1 34 | 43 -

May.21 23 33 23

Jun.21 - 23 35 44 49 | 44 55

Jul21 26 32 29 32 59 67 85
Aug.21

Sep.21 T 20 32 22 33 40 49 | 58 66 85
Oct.21 22 32 31 38 5.1

Nov.21 3.4 a8
Dec.21

Jan.22 28 35 | 41 | 31 35 [l4s5 | 3.9 8.0

Feb.22 5.8 73 75

Mar.22 3.2 3.6 43 8.4
Apr.22 5.9

Note: Only USD bonds included.
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