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Fund commentary

July was dominated by the interaction between geopolitical developments in the Middle East, central bank policy 

expectations, and resilient global growth data. Oil remained volatile during the month, with renewed U.S.–Iran tensions 

and disruptions around the Strait of Hormuz keeping energy as the main upside risk to inflation expectations, even as 

prices eased into month-end as tensions cooled. 

In the U.S., activity remained resilient and the Fed stayed on hold, while continuing to signal sensitivity to inflation risks. 

This reinforces our base case that the macro backdrop remains supportive, but increasingly selective: growth is still 

healthy, inflation is gradually converging underneath the surface, but energy-related shocks and higher-for-longer 

rates keep central banks cautious.  

Emerging markets remained supported by resilient growth and investor demand for real yield, although performance 

continued to be highly differentiated across geographies. Higher-for-longer U.S. rates and a stronger dollar remain 

important headwinds, but high real-yielding markets such as Brazil and Mexico continue to attract interest through 

carry, valuation, and local monetary optionality. 

In Latin America, the setup remains selective but attractive. The region entered the second half of the year after a strong 

but volatile first half, with performance dispersion across countries. A key regional theme is that the “last mile” of 

disinflation is increasingly domestic: services inflation, wage dynamics, and demand conditions are now more relevant 

than the normalization of global goods prices. This reinforces the need to focus on companies with pricing power, 

resilient margins, balance sheet strength, and visible cash generation. 

Brazil remained the primary focus for regional investors. Valuations continue to screen as one of the most attractive 

opportunities globally, with concerns around elections, fiscal policy, and growth increasingly reflected in market prices. 

At the same time, interest-rate expectations and the upcoming presidential election remain the key catalysts for local 

assets. 

Macro data painted a mixed picture: labor market indicators softened, wage momentum decelerated, and formal job 

creation disappointed expectations, supporting the case for continued monetary easing. However, inflation 

expectations remain elevated, limiting the scope for a more aggressive cutting cycle. This backdrop reinforces our 
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preference for companies with carry, cash-flow visibility, strong moats, and balance sheet resilience, including 

regulated utilities like Copel and Axia and infrastructure assets, such as Motiva, that can compound value through 

inflation-linked revenues and disciplined capital allocation. 

Mexico benefited from stronger-than-expected activity data, with preliminary 2Q GDP surprising positively. However, 

uncertainty around the USMCA review process remains an important investor concern, keeping the market focused on 

trade negotiations, manufacturing investment, and the durability of nearshoring-related flows. 

From a portfolio perspective, we continue to favor businesses with resilient demand, predictable cash generation, and 

strong competitive positions. Mexican consumer staples remain attractive in this environment, particularly businesses 

like FEMSA that bring scale, distribution advantages, and the ability to sustain profitability despite a more cautious 

macro backdrop.  

In the Andes, country-specific drivers remain important. Chile attracted increasing investor attention during the month, 

with improving risk/reward supported by reform discussions, pension developments, and renewed foreign interest, 

although weak activity and above-target inflation keep policymakers cautious. 

In Colombia, the central bank resumed tightening, reinforcing that inflation remains the policy priority. Higher rates 

support the currency but keep financial conditions restrictive. Markets also welcomed signs of greater fiscal discipline 

from the incoming administration, although implementation and governance risks remain relevant. Cibest was one of 

the highlights of the portfolio in the past months, benefiting from the above setup.  

In Argentina, inflation dynamics continued to improve and reserve accumulation progressed, but medium-term growth 

and political execution risks remain important. Structurally, the long-term story remains centered on Vaca Muerta, LNG 

development, and the continuation of the reform agenda, with energy still one of the most relevant themes in the 

region. We own banks, Vista and TGN.  

We remain constructive on the opportunity set forward. While 2026 has become more restrictive due to the Middle 

East conflict, higher inflation expectations, and a higher-for-longer global rates backdrop, we do not yet see these 

factors as having materially contaminated the 2027 outlook. Growth remains resilient in the U.S. and Latin America, 

inflation should continue to converge over time, and the AI capex cycle remains a powerful structural force supporting 

infrastructure, energy, materials, and selected industrial supply chains. 

For Latin America, the setup remains selective but attractive. The region continues to trade at discounted valuations 

versus DM, broader EM, and its own historical average. In this environment, we believe the best opportunities are 
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increasingly concentrated in companies with carry, cash-flow visibility, strong moats, balance sheet resilience, and 

structural exposure to infrastructure, energy, commodities, and AI-related demand. 

We will continue to focus on a best-ideas portfolio, prioritizing asymmetry, remaining patient where the market has 

compressed prospective returns, and decisive when dislocations allow us to upgrade quality and long-term value 

creation. 
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