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The IMF has been very busy in Q4, ending the year with the 
approval of Egypt support package.  Otherwise we have seen 
support pledged to Ghana and Tunisia, though the later’s 
approval has been postponed. Pakistan another stressed 
issuer was supported by GCC countries in Q4.  

In Q4 we have also seen progress on the main restructuring 
stories progress. Zambia reached out with initial haircut 
numbers. Sri Lanka continued discussions with creditors 
and stabilized the domestic situation. Ghana announced a 
local debt restructuring and suspended interest payments 
for USD bonds. In the case of Ghana, the process is likely to 
be smoother as China is not an involved party unlike in Sri 
Lanka and Zambia.

Start of O4 was also the time where we saw the strength 
of the USD vs EUR flatting out to end the year on a weaker 
footing. 

In terms of rating categories in Q4, B rated bonds saw the 
strongest positive performance of 12% versus 10% in BB 
rated bonds and 9% in the CCC and lower rated segment.

Portfolio Developments
In Q4 we saw strong performance across the board in the 
portfolio. The only laggards were Ghana, just below 0 in 
return given write off on accrued interest in December 
and our Mongolia holding which corrected post year end 
following an investor relations push including an investor call 
and updated financials. 

In December, El Salvador was the strongest performer with 
the country receiving additional funds ahead of its maturity 
in late January 2023.  Weakest performance came from 
Tunisia, where the IMF postponed approval of the support 
package in December, unlike in Egypt whose package was 
approved.

We made limited changes to the portfolio in December 
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Summary
The Fund gained 11% gross of fees in Q4 2022 as adjusted 
for the swing pricing applied on the last day of year 
following an inflow. On the same basis the fund gained 
0.4% in December.

December saw a continuation of spread tightening in 
Frontier markets. This absorbed the widening we saw in US 
interest rates. Ghana officially defaulted on its bonds after 
announcing a restructuring of local debt and suspending 
interest payments on USD debt we hold. Overall this was 
well received as there is progress addressing the funding 
crisis.

The fund ended the year with a USD yield of 13.6% a spread 
of 1100 bps and a weighted average bond price in the 
portfolio of 71 cents. 
   
Key Market Developments
In December we continued to see a continuation of 
datapoints supporting a drop in inflation. The UN Food and 
Agriculture World Price index ended at a lower level than the 
reading from December 2021. 

The US Federal Reserved increased rates by 0.5%, a 
step down from prior 0.75%. We also saw a continuation 
of disparity between official communication indicating 
continued interest rate increases versus market expectation 
of rate cuts in 2023. 

Otherwise in Q4 we saw the Frontier market debt index 
bottom out.  Prospects of a protracted war in Ukraine have 
increased with gains in Q4 for Ukraine.

Year end activity was subdued in our markets, perhaps 
helped by year end fatigue of an extremely volatile year 
combined with many distracted by the football World Cup 
matches.

FRONTIER MARKETS  
FIXED INCOME STRATEGY

Top 3 and Bottom 3 Contributors in December
Top: Bottom:

El Salvador – second tender of bonds Tunisia – delayed approval of IMF package

Bahamas – lagging repricing in bonds Angola – oil weakness and high beta

Ghana – restructuring progress positively received Sri Lanka – slow progress on restructuring
Source: Coeli; Bloomberg
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following a busy November. We marginally increased our 
exposure to Ghana and Nigeria. We have also added to BB 
exposure by increasing our position in Armenia which has 
benefitted economically from western sanctions against 
Russia.   

In November, we  re-entered into Zambia’s sovereign bonds. 
These have repriced following the opening haircut demands 
from the government and following delays in discussions 
with China. We also added to our existing positions in 
Pakistan, Paraguay, Rwanda and Senegal. In Pakistan we 
added bonds in the water utility at a price in the mid 20ties. 
We switched out of short dated bonds in Angola into longer 
dated bonds. These additions were funded with a reduction 
in local currency exposure in Uzbekistan and Kazakhstan.

In October, the fund increased its holdings in Pakistan at the 
expense of Kenya, which we viewed as tightly priced.

We ended the year with a risk level of 152% versus 131% a year  
ago and previous month end of 153%. Our average bond 
price in the portfolio is 71.

ESG
As part of our initiative to promote Gender Equality, we 
have reached out to the advisors on one of our sovereign 
restructurings to encourage a gender equality angle to the 
restructuring. We are also now reporting the funds average 
carbon footprint based on data from BNEF (Bloomberg).

Outlook
We have seen an unprecedented correction in 2022 with a 
number of headwinds: (i) interest rate regime change as a 
result of inflation across services and commodities, (ii) a war 
in Ukraine which increased developing markets risk premia, 
reduced overall risk appetite and further fueled inflation, (iii) 
additional volatility related to sanctions against Russia and 
(iv) a transition to a multipolar world where China and the 
US aim to reduce dependency again impacting inflation. 

As a result of these actions, the majority of our universe 
is unable to access the bond markets and will be heavily 
dependent on concessional funding.  Zambia, Sri Lanka 
and Ghana will need to finally restructure. No new bonds 

and reduced bonds outstanding will result in a smaller 
investable pool in Frontier markets. At same time, CCC and 
lower rated Frontier markets are the ones offering most 
attractive valuations. Low supply and good valuations will 
likely translate into attractive returns without the need for 
necessary inflows into the wider EM space.

The four headwinds of 2022 are likely to persist into 2023, 
though nowhere close in magnitude: (i) US interest rates 
are likely to remain volatile as we see a large discrepancy 
between Federal Reserve communication and market 
expectations given recession probabilities in the US (keep 
mind the IMF expects Frontier markets to still see positive 
growth in 2023), (ii) & (iii) the war in Ukraine and sanctions  
against Russia are likely to continue with risk of escalation 
and finally (iv) we are hopeful that the current visit of the 
Chinese foreign minister in Africa will show that Frontier 
markets will be beneficiaries of a multi polar world. 

The fund now has a yield of 13.6%, a large allocation to 
the CCC and lower space. Based on these metrics and 
historical outperformance over global equities we have high 
expectations for Frontier debt to perform well in 2023 but 
are equally humbled by the correction of the last 12 months.
The main risk to our positive view on the Frontier space is 
an escalation of the war in Ukraine and a return of inflation 
later in the year.

Administrative Updates
At year end we had a swing factor applied to the NAV of 
1.5%. As a result our NAV performance is higher than our 
gross performance for December and full year 2022. Equally 
our 2023 NAV performance will be negatively impacted by 
1.5% on the first trading day in January.

Kind Regards,
Lars and Maciej

FRONTIER MARKETS 
FIXED INCOME STRATEGY

This is marketing communication
Before making any final investment decisions, please refer to the prospectus of Coeli SICAV I, its 

Annual Report, and the KIID of the relevant Sub-Fund. Relevant information documents are available in 
English at coeli.com. A summary of investor rights will be available at https://coeli.com/regulatory-infor-
mation-coeli-asset-management-ab/.

Past performance is not a guarantee of future returns. The price of the investment may go up or down 
and an investor may not get back the amount originally invested.

https://coeli.com/regulatory-information-coeli-asset-management-ab/
https://coeli.com/regulatory-information-coeli-asset-management-ab/
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Fact Sheet - December 2022 
Coeli SICAV I - Frontier Markets Fixed Income Fund

Share Class I Details
ISIN LU2273160551
Bloomberg ticker  COFMFIU LX 
Management fee  0.75%
Launch date 31/03/2021
Swing factor (subscription only, may change) 1.5%

Share Class Currencies
Share class I, I-P USD, EUR, GBP, SEK
Share class R  USD, EUR, GBP, SEK
Share class I-D, I-PD (distribution) USD, EUR

Fund Details
Base currency  USD
Benchmark  JPM NEXGEM
Fund launch date  29/03/2021
NAV valuation point  16.00 CET
KIID Risk  5 / 7

Fund Managers
Maciej Woznica   since 2021
Lars Krabbe   since 2021

Investment Objectives
The fund aims to provide returns by investing in bonds from 
Frontier Markets, the younger and less developed fixed 
income markets within the Emerging Markets segment. The 
fund’s objective is to outperform the JPM NEXGEM index by 
at least 75bps p.a. 

Investment Universe
The core investment universe is represented by over 30 
countries as defined by the JPM NEXGEM index and is 
expanded by an additional 60 frontier countries where the 
World Bank is active. The fund will invest in hard currency 
sovereign bonds, quasi-sovereign bonds and selectively 
local currency bonds and corporate bonds.  The majority of 
the fund’s investments are rated high yield.

Investment Process
The investment process focuses on selecting country 
exposures with positive momentum in terms of their 
economy, funding and politics. The process further aims to 
capture premiums from curve roll-downs, quasi-sovereigns, 
new issues and benchmark changes.  

Fund Metrics1 Fund NEXGEM2

Total fund assets (USDm)  30 

Yield to worst (%) 13.6  10.7 

Spread (bps)  1107  726 

Running yield (%)  8.0  7.6 

Spread duration (years)  4.4  5.1 

Number of countries  27  35 

Number of bonds  57  140 

Women in parliament ratio3 23.6 22.0

Carbon emissions (t) per capita 2.1 1.7

Instruments Fund  NEXGEM 

Sovereign HC  82%  95% 

Quasi Sovereign  5%  5% 

Corporate  4%   - 

Supranational HC  0%   - 

Sovereign LC 5%   - 

Supranational LC  0%   - 

Cash & FX  5%   - 

Performance MTD QTD YTD

Fund (before fees)4  0.37 10.97 -18.08 

Fund (I USD)4 1.81 12.38 -17.64 

Benchmark (NEXGEM)  0.54 11.62 -18.45 

Top Holdings (%) Fund

EGYPT 8 3/4 09/30/51  5.0% 

TUNIS 5 3/4 01/30/25  4.7% 

IVYCST 6 1/8 06/15/33 4.7% 

UNGUZB 4 3/4 11/06/28 4.5% 

RWANDA 5 1/2 08/09/31 4.3% 

1) As of end of December 2022, using weighted average data from JPM Morgan, Bloomberg, Coeli; proforma for any transactions completed before month end. Yields and spreads capped at 20% and 2000. Local 
currency spreads and yields adjusted for difference in IMF inflation forecasts for 2022 when aggregating. 
2) NEXGEM refers to the Fund benchmark JPM NEXGEM 
3) Weighted average based on IPU data from 1st Nov 2022
4) The end of month NAV on 30 December 2022 had a swing factor applied. The Fund (before fees) figures are adjusted for the swing factor. Gross figures are based on estimated fees for 2022.
For disclaimers please see the next page

Performance Chart
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Asia+ refers to regions defined as Asia and Europe by JP Morgan in the NEXGEM index
Note that Cash and FX can turn negative as a result of large moves in USD exchange rates at month end 
Source: Bloomberg; Coeli
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This is marketing communication
Before making any final investment decisions, please refer to the prospectus of Coeli SICAV I, its Annual 
Report, and the KIID of the relevant Sub-Fund. Relevant information documents are available in English 
at coeli.com. A summary of investor rights will be available at https://coeli.com/regulatory-information-
coeli-asset-management-ab/.

Past performance is not a guarantee of future returns. The price of the investment may go up or down 
and an investor may not get back the amount originally invested.
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