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What does the chart show?

This week’s chart shows that frontier emerging market (EM) sovereign debt, represented by a 
composite of hard and local currency bonds, has historically exhibited lower and more stable 
volatility than broader EM government debt indices. Volatility measures the extent of price 
fluctuations over time, with higher readings reflecting greater uncertainty and larger swings 
in returns.

Why this is important

Frontier EM government debt refers to sovereign bonds issued by governments in developing 
economies that are at an earlier stage of market development than traditional EM. The chart 
challenges a common perception that frontier market debt is inherently more volatile and 
riskier than traditional EM debt.

One explanation lies in the nature of the investor base. Frontier markets are often characterised 
by a strong domestic investor base, with banks, pension funds and insurance companies 
accounting for a significant share of demand. These local institutions typically maintain longer 
investment horizons and are less inclined to react to short term market volatility, creating a 
more resilient ownership structure. As a result, frontier debt prices tend to be influenced more 
by local economic conditions and country specific fundamentals than by shifts in international 
investor sentiment. Lower levels of foreign participation mean frontier markets are generally 
more insulated from global capital flows, reducing their vulnerability to broad based selling 
pressure and herd behaviour during periods of market stress. Consequently, both frontier debt 
and currencies are often shaped primarily by idiosyncratic factors and long term domestic 
trends, which can contribute to lower volatility than many investors might expect.

By contrast, broader EM government debt markets have become increasingly integrated into 
global investment portfolios and benchmark indices. While this has improved liquidity and 
market depth, during periods of market uncertainty, investors often reduce exposure across 
the asset class regardless of individual country fundamentals, leading to synchronised outflows 
and amplified price movements. In turn, traditional EM debt markets can experience greater 
price fluctuations, as changes in global sentiment frequently outweigh country specific factors 
in determining short term market performance.

At Momentum, we own both EM and frontier sovereign bonds and believe the combination 
offers the most compelling risk adjusted return profile. By blending exposures to markets with 
different drivers of performance, diversification can help dampen volatility while preserving 
long term return potential.



Global  
Matters 
Weekly
19 October 2026

For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
研富投資服務有限公司
9th Floor, Centre Mark II
305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest 
Investment Services Limited and/or 
Belvest related companies (collectively, 
and individually Belvest) solely to its 
clients, qualified prospective clients or 
institutional and professional investors. 
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