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Macro conclusions from IFI’s June Summit
Twice a year, investors from across 
Invesco Fixed Income’s global platform 
gather at the IFI Global Investors’ Summit 
to discuss and debate their views on 
global macroeconomic trends. Macro 
themes play an important role in IFI’s 
investment process and our framework 
of “macro factors” - growth, inflation and 
policy - helps us project macro trends 
and interpret market movements. At 
our June Summit, a panel of investors 
provided their views on global macro 
developments. Below we share their 
main conclusions.

US: Growth below trend, 
inflation above target, but 
recession likely averted
Our main call has been that the US 
economy will continue to grow below 
trend but avoid a recession in 2023. We 
believe that inflation has peaked, and 
after moving sideways in the first half of 
the year, will likely fall in the second half. 
However, we expect core CPI inflation 
to be around 3.5% at year-end, which is 
above the Federal Reserve’s (Fed) target, 
meaning the Fed will likely keep monetary 
policy tight and not deliver any cuts this 
year.

Next year, we expect inflation to decline 
below 3% in the first half of the year. 
That would still be higher than the Fed’s 
target but the Fed might be reluctant to 
tighten policy further and risk a significant 
downturn in economic activity. So, we 
expect some stickiness in inflation around 
3%, which would mean that interest rates 
would likely be higher for longer.

Arguments for a soft US landing
Why has the US economy been more 
resilient than in past cycles? First, private 
sector leverage is relatively low. Most 
cycles in the US and around the world 
have involved private sector leveraging, 
which ultimately becomes excessive and 
unsustainable. The economic downturn 
tends to be severe after such cycles, with 
deleveraging amid higher interest rates. 
In the current cycle though, private sector 
leverage, especially household leverage, is 
not high and so risks are moderate. 

Second, we have not seen the much 
feared wage-inflation spiral take hold this 
cycle. Measures of inflation expectations, 
whether implied by market instruments or 
household surveys, remain well anchored. 
Real wages actually declined during the 
inflation shock and recent measures of 
inflation expectations have been coming 
down. 

Third, fiscal policy headwinds have abated. 
Fiscal policy was tight in 2022 after the 
removal of many pandemic support 
measures. But in 2023, fiscal policy is no 
longer a headwind to growth.

Finally, we believe economic resilience has 
been bolstered by firms’ reluctance to lay 
off workers. The labor market continues 
to be very tight. After the pandemic-led 
recession, firms found it very difficult to 
hire workers. It has also been difficult and 
costly to rehire and train workers during 
the recovery. Given this recent experience, 
we believe firms may prefer to retain 
workers while adjusting work hours if 
necessary, if the economy slows.
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1. Source: Bureau of Labor Statistics. Data 
as of May 10, 2023.

2. Source: Ward’s Automotive Group. Data 
as of May 2, 2023.

3. Source: Ward’s Automotive Group. Data 
as of May 2, 2023.

4. Source: Manheim Auctions. May 
preliminary data. Data as of May 17, 2023

5. Source: Bureau of Labor Statistics. Data 
as of May 10, 2023.
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The impact of monetary policy is 
being felt
What about the widely held assumption 
of long and variable lags of monetary 
policy? While it is true that monetary 
policy lags can be variable, they are not 
always long. Lags can be both short and 
long and can hit the economy at different 
points in time after a tightening cycle.

The first stage of monetary transmission 
is from the federal funds rate to asset 
prices, including longer-term interest 
rates, credit spreads, the exchange rate 
and equity prices, sometimes summarized 
in financial condition indices (FCIs). 
The transmission from the policy rate 
to financial conditions was rapid in this 
tightening cycle and financial conditions 
are tight (FCIs elevated).

The second stage is from financial 
conditions to spending. In the standard 
theory that most central banks adhere 
to, policy transmission works through 
interest rate-sensitive components 
of demand. This includes durables 
consumption, but mainly housing and 
cars. Transmission to the housing market 
has been rapid, and the lag has been 
far from long and variable. Residential 
investment contracted for eight quarters 
in a row, and was a major headwind to 
growth last year. Lately, the housing 
market has bottomed and appears to 
be stabilizing. Home builder confidence 
has improved and prospective buyers 
are coming back to the market. Housing 
permits have been up in recent months, 
along with housing starts. 

Figure 1: Homebuilder survey components show upturn
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Figure 2: US car sales recovering though still below normal
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Source: Bureau of Transportation Statistics. Data from Feb. 1, 2007 to May 1, 2023.

Another area affected by interest rates is 
car sales. Car sales had been in recession 
for different reasons, largely supply-
side bottlenecks experienced after the 
pandemic. In a typical recession, spending 
on cars falls by around 20% (Figure 2). 
During the pandemic, car sales declined 

by around 25% dragged down by supply-
side bottlenecks (Figure 2). As supplies 
and inventory have improved, car sales 
have been trending up, but still remain 
below normal, suggesting there is still pent 
up demand that needs to be filled.
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But tighter monetary policy has 
not been fully transmitted to the 
economy
We expect higher borrowing costs to be 
a headwind for spending in the housing 
and auto sectors going forward. But 
both sectors are recovering from their 
respective recessions and are unlikely to 
go into another recession at the prevailing 
level of interest rates. 

There are also long lags that are currently 
hitting or have yet to hit the economy. 
Tighter credit is showing up in loan officer 
surveys and tighter financial conditions 
will probably lead to weaker investment 
in the coming quarters. Survey evidence 
confirms weaker investment intentions, 
especially among small and medium-sized 
firms. These headwinds are behind our 
outlook for below potential growth rates in 
the coming quarters.

What about inflation?
The rise in US inflation can be understood 
in different stages. The initial rise was 
due to imbalances in the composition 
of demand and production created by 
the pandemic and fueled by fiscal and 
monetary policy. The pandemic led 
to an unprecedented increase in the 
consumption of goods, while services 
consumption declined and recovered 
very slowly. The massive increase in 
consumption demand would have been 
difficult to meet even in normal times, 
but during the pandemic, the supply-
side was also disrupted - think of factory 
closures. Policy was also very stimulative; 
households received stimulus checks 
in 2021 and immediately spent them on 
goods. This demand boost on top of 
supply disruption led to an acceleration of 
inflation in 2021.

The second stage of the inflationary 
process arose with the Russian invasion 
of Ukraine, which led to increases in 
global commodity prices, including food 
and energy. This fed global inflation and 
contributed to upside surprises in inflation 
in the US in 2022.

However, as we outlined in last month’s 
issue, Inflation high enough to keep Fed 
on guard, we expect core CPI inflation to 
decline to around 3.5% by the end of the 
year and fall below 3% in the first half of 
next year. This would be progress toward 
the Fed’s price stability objective but 
inflation would remain high enough for 
the Fed to keep interest rates elevated and 
monetary policy tight.

The Federal Open Market Committee’s 
latest “dot plot” of interest rate projections 
suggested that two more hikes are 
possible this year, but it remains to be 
seen if they will be justified by the data. 
While there is uncertainty about the peak 
in policy rates, we do not expect any cuts 
for the rest of this year, and we expect the 
Fed to keep its policy rate tight. 

Europe: Growth resilient but no 
acceleration
Despite a large negative shock arising 
from the Russia-Ukraine war, the eurozone 
economy has proved to be resilient 
and has avoided a deep recession. We 
nevertheless do not expect the economy 
to accelerate over the next year and we 
expect growth to remain below potential. 
But our growth outlook is still above 
consensus for the second and third 
quarters of this year, as we expect another 
year of strong summer travel - travel 
reservations in southern Europe are strong 
again this year. More generally, though, 
the domestic eurozone recovery since 
the pandemic has been subdued. Real 
consumption is still around pre-pandemic 
(2019) levels and real investment spending 
is below the 2019 level. There is catching 
up to do, which should support some 
modest growth for the time being. Fiscal 
policy is also modestly supportive, putting 
a floor under growth rates. However, tight 
monetary policy will likely be a headwind 
to growth going forward.

Headline inflation has peaked and is 
declining. Underlying inflation was 
high until recently, but most measures 
show that underlying inflation has also 
peaked or is coming down. With the 
stabilization of global energy, goods and 
other commodity prices, tighter policy 
and strong base effects, inflation in 
Europe should continue to come down 
noticeably in the coming months. But we 
expect it to remain above the European 
Central Bank’s (ECB) target for some time. 
While inflation dynamics have improved, 
progress on core inflation has started only 
recently; there has not yet been a series 
of disinflationary numbers, which the ECB 
would like to see. And the level of inflation 
is still very high. The ECB will likely remain 
hawkish and maintain its hiking cycle 
until there is more consistent evidence of 
disinflation.

We expect the ECB policy rate to rise to 
3.75%, but an additional hike to 4.00% 
cannot be ruled out, given the ECB’s 
hawkish rhetoric. 
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China: Focus on quality of 
growth
We expect China’s economy to grow by 
around 5.3% in 2023, with disinflation 
throughout the year. We have been less 
bullish than the market consensus on both 
growth and inflation, as we have factored 
in households’ lower risk appetite and 
more moderate easing measures from a 
policy perspective. De-leveraging and de-
risking behavior by Chinese households 
has led to rising deposits and lower retail 
loan growth this year. We believe this 

leaves room for further rate cuts in various 
forms in the near future. 

Fiscal easing measures to support the 
private sector and the relaxation of 
property purchase restrictions could 
be put in place if policy makers view 
the growth trajectory as less than 
optimal. However, we think China’s new 
leadership may focus more on a sustained 
improvement in the quality of growth over 
the long term. Therefore, we foresee lower 
yields in the onshore bond market in the 
medium term. 

Figure 3: We see room for further Chinese government yield declines
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Figure 4: Chinese investment grade US dollar bonds offer attractive yields vs 
onshore, despite narrowing spread vs US investment grade

0

1

2

3

4

5

6

7

Jan-23Jul-22Jan-22Jul-21Jan-21Jul-20

■ US IG     ■ China IG

Yi
el

d 
(%

)

Source: ICE indices, Invesco. Data from June 8, 2020 to June 7, 2023.

The substantial yield gap between Chinese 
renminbi and US dollar-denominated 
bonds could continue to support strong 
Chinese investor demand for higher 
yielding foreign currency denominated 
bonds overseas, while the supply of US 

dollar bonds of mainland Chinese issuers 
has been shrinking. This has provided 
positive technical support to the US dollar-
denominated investment grade bonds of 
Chinese issuers, which have outperformed 
the broader market in the past two years. 
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Interest rate outlook 
US:  Neutral. Slowing inflation and low 
growth argue for lower yields across the 
yield curve. But a very hawkish Fed is 
keeping short-term rates high, and limiting 
the downside for yields, given the very 
inverted yield curve. We continue to look 
for US 10-year Treasuries to be in a 3.0% to 
4.0% range. At current levels, we are in the 
middle of this range and favor a neutral 
stance on duration.

Europe: Overweight. As the ECB looks 
forward to the second half of the year, it 
is faced with a dilemma. Inflation in the 
region remains stubbornly high, and, 
while falling, it is falling more slowly than 
anticipated at the beginning of the year. At 
the same time, the economic environment 
in recent months has begun to deteriorate. 
Currently, the ECB is talking tough, pushing 
up market expectations of the terminal 
rate close to 4%, while emphasizing that 
rates will remain high for some time. 
That resolve will likely be tested over the 
coming quarters. While the service sector 
has remained relatively robust, despite 
malaise in the manufacturing sector, our 
analysis indicates that the service sector 
will likely begin to falter as the full impact of 
the recent rate hiking cycle begins to take 
effect. We are broadly positive on European 
fixed income and believe current yields 
offer value on a medium-term basis. But 
we are cognizant that the ECB’s hawkish 
rhetoric may keep yields higher than we 
anticipated in the near term. 

China: Overweight. We see room for 
Chinese government bond yields to 
decline, based on relatively moderate 
policy easing measures and the low 
risk appetite of the household sector. 
Yield spikes on the back of unexpected 
policy easing measures may be seen as 
potential buying opportunities, in our 
view. As investors have gradually built 
their positions in the onshore market, 
further yield moves through key levels 
may face resistance. 

Japan: Underweight. Japanese 
government bond (JGB) yields are roughly 
unchanged over the last month, reflecting 
the Bank of Japan’s (BoJ) decision to keep 
policy unchanged at its June meeting and 
ongoing life Insurance demand for long-
end bonds. However, rising inflation and 
wages continue to point toward a change 
in BoJ policy in the near future. 

UK: Overweight. The UK interest rate 
market has undergone a dramatic 
repricing over the last month. Market 
expectations for the peak in the Bank 
of England’s base rate have risen from 
just over 4.75% in May to over 6%, as a 

series of upward surprises to inflation 
and wage data pressured popular long 
duration positions.1 This has culminated 
in the BoE’s surprise decision to hike 
by 50 basis points at its June meeting. 
Current pricing implies a substantially 
tighter policy path than envisaged by the 
BoE when it made its forecasts in May. 
Consequently, the market has to some 
extent already reflected the upward 
surprises to inflation, creating scope for 
a decline in yields, if inflation moderates 
going forward and/or evidence emerges 
of a slowdown in growth due to higher 
rates. The BoE’s decision to accelerate 
the hiking cycle is more of an attempt to 
shore up its credibility than an attempt to 
induce a further upward repricing of the 
terminal rate. The BoE’s forward guidance 
makes future hikes conditional on signs of 
inflation persistence, limiting the scope 
to extrapolate 50 basis point hikes in 
the absence of further upside inflation 
surprises. Given that the market is now 
pricing over 100 basis points of hikes over 
the BoE’s next three meetings, it will likely 
require a substantial worsening of the 
inflation outlook to exceed this pricing, 
offering opportunities to position long 
duration, in our view.3

Australia: Overweight. The Reserve Bank 
of Australia’s (RBA) surprise decision to 
hike at both its May and June meetings, 
taking the cash rate to 4.10%, has driven 
a substantial repricing of Australian 
interest rate markets over the last month.2 
The market is now at a peak cash rate of 
4.56%, up from 3.9% one month ago.3 
Over the same period, 10-year Australian 
government bond yields have risen by 
over 30 basis points to their highest 
level since January, underperforming US 
Treasuries by 30 basis points.4 Although 
recent inflation and wage data have 
been disappointing, the market has now 
priced a meaningfully tighter path for 
policy in the context of a relatively weak 
growth outlook. As a consequence, the 
distribution for yields is becoming more 
skewed to the downside going forward, in 
our view, even if the RBA hikes again at its 
August meeting. 

1. Source: Bloomberg L.P. Data as of 
June 23, 2023.

2. Source: Reserve Bank of Australia. 
Data as of June 6, 2023.

3. Source: Bloomberg L.P. Data as of 
June 23, 2023.

4. Source: Bloomberg L.P. Data as of 
June 23, 2023.
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Currency outlook 
USD: Neutral. The recent weakness in 
the US dollar can be attributed to a more 
benign US Fed and expectations that 
the June skip in the rate hiking cycle 
may signal that the terminal rate has 
been reached. If the Fed holds steady 
while other developed market central 
banks continue to hike, then the recent 
weaker trend may persist. However, if 
inflation data in the US remain higher than 
anticipated, the Fed may opt for additional 
tightening, providing some short-term 
support for the greenback. 

EUR: Neutral. The euro has benefited 
recently from hawkish ECB rhetoric and 
supportive service sector data. We are 
sceptical that policymakers will remain as 
enthusiastic to tighten monetary policy 
further once the region’s economy begins 
to falter and inflation falls. The euro 
may also face headwinds in the coming 
months if the Fed continues to move US 
rates higher.

RMB: Neutral. The USD/RMB exchange 
rate moved higher in June. We expect 
China’s solid external sector fundamentals 
to support the renminbi’s performance 
over the medium term. However, corporate 
dividend payments in the middle of the 
year could create corporate demand for 
dollars. On the other hand, exporters’ 
dollar supply could be a mitigating effect.

JPY: Neutral. The BoJ’s reluctance to 
change the Yield Curve Control policy at 
its June meeting, in contrast to the more 
hawkish Fed and ECB, has led to a sharp 
depreciation of the yen against the US 
dollar and the euro. On a trade-weighted 
basis, the yen is now at its weakest level 
since October 2022, prior to the currency 
intervention by the Ministry of Finance 
and the BoJ’s decision to change the Yield 
Curve Control yield cap from 25 basis 
points to 50 basis points. This is despite a 
marked improvement in Japan’s balance 
of payments due to lower energy prices. 
The yen is fundamentally undervalued 
at current levels, in our view. However, 
until the BoJ becomes more hawkish and/
or the Fed and ECB stop or reverse their 
recent hikes, it is unlikely that the yen will 
outperform, given the very negative carry 
of yen long positions.

GBP: Neutral. Sterling has been supported 
this year by a gradual improvement in the 
UK’s growth outlook. However, signs of 
persistent inflation and the consequent 
rise in interest rates will likely weigh on 
growth going forward, limiting the scope 
for sterling upside. Wider interest rate 
differentials are unlikely to support the 
currency, as they are in response to a 
worsening inflation outlook, not a better 
growth outlook, which might attract 
capital inflows. If UK growth cracks ahead 
of a moderation in inflation, which seems 
likely, sterling might face increased 
downside pressure, even if interest rates 
remain relatively high compared to peers. 
Stagflation has rarely been supportive of 
currencies. 

AUD: Neutral. The RBA’s hawkishness 
has shifted yield differentials in a more 
favorable direction for the Australian dollar, 
even if the starting point is still one of 
lower rates versus the US. However, higher 
domestic yields have been offset by a 
souring of sentiment toward the Chinese 
growth outlook and related commodities. 
Until Chinese growth improves, it is hard 
to see sustainable upside for the Australian 
dollar, in our view, even if current 
valuations are viewed as cheap based 
on the favorable balance of payments 
dynamics. 
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the views of Invesco Fixed 
Income’s credit analysts 
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of fixed income assets  
managed by Invesco.

Credit conclusions from IFI’s June Summit
At our June Summit, our global corporate 
credit teams gathered from across the 
platform to share their latest thoughts. 
Among our major conclusions, we 
are conscious of the following key 
macroeconomic risk factors: higher 
interest rates and tighter financial 
conditions that could extend for some 
time, the risk that the US consumer could 
roll over amid slowing economic activity 
and global recession fears. 

Our base case assumes a soft 
landing in the US
Our base case is currently coalesced 
around a soft-landing in the US, and we 
believe it is appropriate to look through 
the recent periods of historically high 
interest rate volatility. Yields of US 
investment grade companies are at 
levels not seen for over a decade. We 
are seeing investor demand even from 
those with a more pessimistic view on 
the macro outlook.  In the US high yield 
market, the recent decline in rate volatility 
has been technically supportive with 
the new issue market opening up. Lower 
equity volatility has also been supportive 
for lower rated issuers, though we note 
that this has the potential to be less 
favorable in the scenario where issuer 
fundamentals weaken (from their current 
strong position). In emerging markets 
(EM), we are starting to see a pick-up in 
risk appetite as well. Earlier in the year, 
the outperforming sectors were Chinese 
state-owned entities and other higher 
rated sovereign and quasi sovereign 
securities, which has been reversing.

Looking through recent interest 
rate volatility
A great example of correlation to rate 
volatility is in the sterling investment 
grade market where credit spreads 
reached highs of 250 basis points last 
October on the back of the confusion 
caused by the mini-budget announced 
by then Chancellor, Kwasi Kwarteng.5 
Spreads are now back to an index 
average of 170 basis points over gilts, and 
the range of opportunities is notable.6 
European financials are still very attractive 
versus corporates, in our view. The 
failure of Credit Suisse created a buying 
opportunity, and we see the potential for 
further convergence. Corporate hybrids 
also offer a way to get exposure to bonds 
with higher yields but issued by stronger 

companies, where we think the spread 
pick-up more than compensates for 
potential extension risk. More broadly, in 
European investment grade, we also note 
the current spread pick-up in BBBs over 
single A credits – 50 basis points in euros 
and 70 basis points in sterling.7 The recent 
compression between BB and BBBs is 
also making BBBs look relatively more 
attractive.

Dispersion in high yield rating 
segments
The dispersion in European high yield is 
getting more and more interesting as we 
come out of a long period of easy money. 
While the CCC segment is relatively small, 
we are starting to see more examples 
of companies struggling to agree to 
refinancing terms that are favorable, 
and when results come in even just a 
little below expectations, the market 
pricing reaction is significant where 
the sustainability of capital structures 
is being questioned. In contrast, the 
performance of the US CCC segment has 
been remarkably strong over the last year. 
This seems to be a rebound without any 
particular driver other than recovery from 
previous underperformance. With a weak 
growth outlook and no expectation that 
financing rates will fall significantly, we 
are not looking to chase this rally. 

Opportunities in the US energy 
space
In the US, one sector that we still think 
is out of fashion is energy. However, 
companies have completely changed 
their asset allocations and capital 
structure focus to pay down debt, 
following the difficult rating downgrade 
period a couple of years ago. We prefer 
the Master Limited Partnership (MLP) 
structures, some of which offer nearly 
6% yield.8 The independent energy space 
provides a little more volatility, but we see 
some potential for large integrated names 
to aggregate and scale further, while 
keeping their balance sheet focus. 

Opportunities across EM credit
In EM, the key opportunity we see at 
present is in high yielding sovereigns. 
We’ve seen the average dollar price fall 
to levels that compensate for recovery 
expectations in a default scenario, 
which is more negative than we believe 

5. Source: Bloomberg Sterling 
Aggregate Corporate Average OAS 
Index, Oct. 13, 2022.

6. Source: Bloomberg Sterling 
Aggregate Corporate Average OAS 
Index, June 8, 2023.

7. Source: Bloomberg Euro Aggregate 
Corporate BBB and A-rated Indices, 
June 2023.

8. Source: Bloomberg US Aggregate 
Corporate Yield Index, June 2023.

9. Source: JP Morgan EMBI Global High 
Yield Sovereign Yield Index, June 
2023.
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appropriate, and looks compelling in the 
12% yield range.9 We think the right way 
to play this is through a diversified basket 
of issuers to protect against idiosyncratic 
risk. We also like subordinated bank debt 
in the EM space from national champions 
that have underperformed as a result of 
banking sector pressures in the US and 
Europe. There are corporates in the BB/
BBB space operating in countries that 
have been struggling, such as Columbia 
and Mexico, that have lagged recently, 
and we are looking more closely there 
compared to the Middle East and Asia. 
Our focus is on the high yield space 
in part because we note how the 
composition of the EM investment grade 
index has shifted as it has grown, with 
now over half of it rated A or better (up 
from around 25% five years ago).10 As a 
result, it is important to remember that, 
overall, the index should trade at tighter 
levels than in the past. 

Moderately positive technicals in 
US and European high yield
US high yield technicals have been 
interesting, with some outflows from the 
asset class, which have been more than 
offset by USD140 billion of rising stars.11 
This represents a move up of nearly 9% 
of the market into investment grade 
space.11 New issuance has been driven 
primarily (around 70%) by the refinancing 
of existing deals and it has been in the 
leveraged loan market where it has been 
harder for companies to access funds.11 
Borrowers are relatively agnostic to 
syndicated loans versus private debt and 
so we’ve seen over 10% of the USD80 
billion of issuance this year originate from 
bond-for-loan take outs.11  

Technicals in European high yield have 
been firm. While fund flows have been 
relatively muted, there has been strong 
support from the reinvestment of coupons, 
tenders and redemptions. Anecdotally, 
investor cash balances were fairly high 
coming into the year and portfolios were 
largely defensively positioned.

Positive technicals in US and 
European investment grade
In the European investment grade market, 
there was EUR122 billion of new issuance 
by the end of May this year, which is 
broadly in line with expectations, and 
about EUR14 billion of inflows, slightly 
positive overall.11 However, in the UK, the 
real surprise has been that the Bank of 
England has successfully sold the vast 

majority of its holdings of corporate 
bonds, in a disposal program that started 
last September (having bought £20 
billion), on top of £14 billion of issuance 
this year, and that has all been absorbed 
by the market.12

Issuance in the US market has been very 
strong with over USD650 billion issued this 
year.11 Critically, in the last month, regional 
banks were able to start issuing again, 
which demonstrates that confidence 
has somewhat returned to that segment. 
Also, the Federal Trade Commission 
appears to be in merger and acquisition 
prevention mode, blocking a number of 
large deals that would otherwise have led 
to significant supply. It is also interesting 
to see some normalization in issuance 
along the maturity curve. As interest rates 
rose earlier this year, companies were 
printing three or five-year paper, resisting 
locking in rates for longer, but there does 
now appear to be some acceptance of 
the current interest rate environment 
and 30, and even 40-year, maturities are 
being marketed. This is being soaked up 
by an increase in demand, with nearly ten 
straight weeks of retail inflows. Institutional 
demand appears strong as well. There is 
money to put to work from the CARES act 
distributions, but also foreign investors 
who were concerned about the rise in 
hedging costs are still investing, as the 
numbers still work at these higher yield 
levels. 

EM technicals less positive
Finally, EM technical dynamics have been 
less positive, with lower supply driven by a 
lack of demand and issuers trying to wait 
for more positive sentiment or looking to 
local markets rather than US dollar bonds. 
This is one of the reasons that we see value 
in the asset class with spreads at relatively 
wider levels as a result.

10. Source: JP Morgan Corporate 
Broad EMBI Diversified High 
Grade Index, June 2018.

11. Source: Invesco calculations, 
June 2023.

12. Source: Bank of England website, 
June 6, 2023.
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Investment risks
The value of investments and any income will fluctuate (this may partly be the result of exchange rate fluctuations) and 
investors may not get back the full amount invested. 

Fixed-income investments are subject to credit risk of the issuer and the effects of changing interest rates. Interest 
rate risk refers to the risk that bond prices generally fall as interest rates rise and vice versa. An issuer may be unable to 
meet interest and/or principal payments, thereby causing its instruments to decrease in value and lowering the issuer’s 
credit rating. 

The risks of investing in securities of foreign issuers, including emerging market issuers, can include fluctuations in 
foreign currencies, political and economic instability, and foreign taxation issues. 

The performance of an investment concentrated in issuers of a certain region or country is expected to be closely tied 
to conditions within that region and to be more volatile than more geographically diversified investments.

Important information
This document is for Professional Clients only in Dubai, Jersey, Guernsey, Isle of Man, Ireland, Continental 
Europe (as defined below) and the UK; for Qualified Clients/Sophisticated Investors in Israel; for Institutional 
Investors only in the United States, for Sophisticated or Professional Investors in Australia; in New Zealand for 
wholesale investors (as defined in the Financial Markets Conduct Act); for Professional Investors in Hong Kong; 
for Qualified Institutional Investors in Japan; in Taiwan for Qualified Institutions/Sophisticated Investors; in 
Singapore for Institutional/Accredited Investors; for Qualified Institutional Investors and/or certain specific 
institutional investors in Thailand; in Canada, this document is restricted to Institutional Investors and Advisors. It 
is not intended for and should not be distributed to, or relied upon by, the public or retail investors. Please do not 
redistribute this document. 

For the distribution of this document, Continental Europe is defined as Austria, Belgium, Denmark, Finland, France, 
Germany, Greece, Italy, Luxembourg, Lichtenstein, the Netherlands, Norway, Portugal, Spain, Switzerland and Sweden. 
This does not constitute a recommendation of any investment strategy or product for a particular investor. Investors 
should consult a financial professional before making any investment decisions. 

This overview contains general information only and does not take into account individual objectives, taxation position 
or financial needs. Nor does this constitute a recommendation of the suitability of any investment strategy or product 
for a particular investor. Investors should consult a financial professional before making any investment decisions. 
It is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in 
any trading strategy to any person in any jurisdiction in which such an offer or solicitation is not authorized or to any 
person to whom it would be unlawful to market such an offer or solicitation. It does not form part of any prospectus. 
While great care has been taken to ensure that the information contained herein is accurate, no responsibility can be 
accepted for any errors, mistakes or omissions or for any action taken in reliance thereon. 

The opinions expressed are that of Invesco Fixed Income and may differ from the opinions of other Invesco investment 
professionals. Opinions are based upon current market conditions, and are subject to change without notice. As with 
all investments, there are associated inherent risks. Please obtain and review all financial material carefully before 
investing. Asset management services are provided by Invesco in accordance with appropriate local legislation and 
regulations. 

This material may contain statements that are not purely historical in nature but are “forward-looking statements.” 
These include, among other things, projections, forecasts, estimates of income, yield or return or future performance 
targets. These forward-looking statements are based upon certain assumptions, some of which are described herein. 
Actual events are difficult to predict and may substantially differ from those assumed. All forward-looking statements 
included herein are based on information available on the date hereof and Invesco assumes no duty to update any 
forward-looking statement. Accordingly, there can be no assurance that estimated returns or projections can be 
realized, that forward-looking statements will materialize or that actual returns or results will not be materially lower 
than those presented. 

By accepting this document, you consent to communicate with us in English, unless you inform us otherwise. 

All information is sourced from Invesco, unless otherwise stated. 

All data as of June 22, 2023, unless otherwise stated. All data is USD, unless otherwise stated.  

Restrictions on distribution

Australia
This document has been prepared only for those persons to whom Invesco has provided it. It should not be relied 
upon by anyone else. Information contained in this document may not have been prepared or tailored for an Australian 
audience and does not constitute an offer of a financial product in Australia. You may only reproduce, circulate and use 
this document (or any part of it) with the consent of Invesco. 

The information in this document has been prepared without taking into account any investor’s investment 
objectives, financial situation or particular needs. Before acting on the information the investor should consider its 
appropriateness having regard to their investment objectives, financial situation and needs. 

You should note that this information:
• may contain references to dollar amounts which are not Australian dollars;
• may contain financial information which is not prepared in accordance with Australian law or practices;
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cannot be guaranteed.
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Further information is available using the contact details shown:
• Issued in Belgium, Denmark, Finland, France, Greece, Italy, Ireland, the Netherlands, Spain, Sweden, 

Luxembourg, Lichtenstein, Norway and Portugal by Invesco Management S.A., President Building, 37A Avenue JF 
Kennedy, L-1855 Luxembourg, regulated by the Commission de Surveillance du Secteur Financier, Luxembourg.

• Issued in Dubai by Invesco Asset Management Limited, Index Tower Level 6 - Unit 616, P.O. Box 506599, Al 
Mustaqbal Street, DIFC, Dubai, United Arab Emirates. Regulated by the Dubai Financial Services Authority.

• Issued in Austria and Germany by Invesco Asset Management Deutschland GmbH, An der Welle 5, 60322 Frankfurt 
am Main, Germany.

• Issued in Switzerland by Invesco Asset Management (Schweiz) AG, Talacker 34, 8001 Zurich, Switzerland.

• Issued in the Isle of Man, Jersey, Guernsey, Israel and the United Kingdom by Invesco Asset Management Limited 
which is authorised and regulated by the Financial Conduct Authority. Invesco Asset Management Ltd, Perpetual 
Park, Perpetual Park Drive, Henley-on-Thames, RG9 1HH, UK.

Israel
This document may not be reproduced or used for any other purpose, nor be furnished to any other person other 
than those to whom copies have been sent. Nothing in this document should be considered investment advice 
or investment marketing as defined in the Regulation of Investment Advice, Investment Marketing and Portfolio 
Management Law, 1995 (“the Investment Advice Law”). Investors are encouraged to seek competent investment advice 
from a locally licensed investment advisor prior to making any investment. Neither Invesco Ltd. Nor its subsidiaries are 
licensed under the Investment Advice Law, nor does it carry the insurance as required of a licensee thereunder.

Hong Kong
• Issued in Hong Kong by Invesco Hong Kong Limited 景順投資管理有限公司, 45/F, Jardine House, 1 Connaught 

Place, Central, Hong Kong.

Japan
• Issued in Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1 Roppongi, 

Minato-ku, Tokyo 106-6114; Registration Number: The Director-General of Kanto Local Finance Bureau (Kin-sho) 
306; Member of the Investment Trusts Association, Japan and the Japan Investment Advisers Association.

New Zealand
This document is issued only to wholesale investors (as defined in the Financial Markets Conduct Act) in New Zealand 
to whom disclosure is not required under Part 3 of the Financial Markets Conduct Act. This document has been 
prepared only for those persons to whom it has been provided by Invesco. It should not be relied upon by anyone else 
and must not be distributed to members of the public in New Zealand. Information contained in this document may not 
have been prepared or tailored for a New Zealand audience. You may only reproduce, circulate and use this document 
(or any part of it) with the consent of Invesco.

This document does not constitute and should not be construed as an offer of, invitation or proposal to make an offer 
for, recommendation to apply for, an opinion or guidance on Interests to members of the public in New Zealand. Any 
requests for information from persons who are members of the public in New Zealand will not be accepted.

Issued in New Zealand by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins Street, Melbourne, 
Victoria, 3000, Australia, which holds an Australian Financial Services Licence number 239916.

Issued in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, Singapore 
048619.

Issued in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066). Invesco 
Taiwan Limited is operated and managed independently.

Issued in the United States by Invesco Advisers, Inc., 1331 Spring Street, N.W., Suite 2500, Atlanta, Georgia, 30309.

II-IFIMKT-BRO-06-E 06/23 GL2976163


	Interest rate outlook 
	Currency outlook
	Team contributors



Accessibility Report


		Filename: 

		II-IFIMKT-BRO-06-E  06-23.pdf




		Report created by: 

		Macmillan, Tiffany

		Organization: 

		




 [Personal and organization information from the Preferences > Identity dialog.]


Summary


The checker found no problems in this document.


		Needs manual check: 2

		Passed manually: 0

		Failed manually: 0

		Skipped: 1

		Passed: 29

		Failed: 0




Detailed Report


		Document



		Rule Name		Status		Description

		Accessibility permission flag		Passed		Accessibility permission flag must be set

		Image-only PDF		Passed		Document is not image-only PDF

		Tagged PDF		Passed		Document is tagged PDF

		Logical Reading Order		Needs manual check		Document structure provides a logical reading order

		Primary language		Passed		Text language is specified

		Title		Passed		Document title is showing in title bar

		Bookmarks		Passed		Bookmarks are present in large documents

		Color contrast		Needs manual check		Document has appropriate color contrast

		Page Content



		Rule Name		Status		Description

		Tagged content		Passed		All page content is tagged

		Tagged annotations		Passed		All annotations are tagged

		Tab order		Passed		Tab order is consistent with structure order

		Character encoding		Passed		Reliable character encoding is provided

		Tagged multimedia		Passed		All multimedia objects are tagged

		Screen flicker		Passed		Page will not cause screen flicker

		Scripts		Passed		No inaccessible scripts

		Timed responses		Passed		Page does not require timed responses

		Navigation links		Passed		Navigation links are not repetitive

		Forms



		Rule Name		Status		Description

		Tagged form fields		Passed		All form fields are tagged

		Field descriptions		Passed		All form fields have description

		Alternate Text



		Rule Name		Status		Description

		Figures alternate text		Passed		Figures require alternate text

		Nested alternate text		Passed		Alternate text that will never be read

		Associated with content		Passed		Alternate text must be associated with some content

		Hides annotation		Passed		Alternate text should not hide annotation

		Other elements alternate text		Passed		Other elements that require alternate text

		Tables



		Rule Name		Status		Description

		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot

		TH and TD		Passed		TH and TD must be children of TR

		Headers		Passed		Tables should have headers

		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column

		Summary		Skipped		Tables must have a summary

		Lists



		Rule Name		Status		Description

		List items		Passed		LI must be a child of L

		Lbl and LBody		Passed		Lbl and LBody must be children of LI

		Headings



		Rule Name		Status		Description

		Appropriate nesting		Passed		Appropriate nesting






Back to Top


