
JANUARY/FEBRUARY 2025  |  IPE

2  

Private credit encompasses a dizzying array of 
strategies – from well-understood corporate 
direct lending to more esoteric music royalties, 
fund financing, litigation finance, and real 
estate credit. Direct lending remains the center 
of gravity. For allocators looking to build out 
large scale private credit portfolios, where to go 
after direct lending can be a challenge. We 
believe asset-based finance (“ABF”) is the 
answer – a truly scalable opportunity that 
focuses on income generation and capital 
preservation.

Private credit has been around for about 
5,500 years by our count, and the original credit 
investments were ABF investments in the form 
of agricultural financing. But the breakneck 
growth and associated column inches are a 
more recent phenomenon. The market as we 
know it today developed in three stages. 

Private Credit 1.0
In the 1990s and 2000s, middle market direct 
lending was generally controlled by the 
European investment banks and some of the 
mid-tier US Investment Banks. There were a 
handful of asset managers (Highbridge, 
Cerberus, Ares, Golub, and Antares) leading 
the initial salvos against the banks, but they 
represented a rounding error within the 
broader levered credit market. Then came the 
Global Financial Crisis (the “GFC”) in 2008.
Almost two decades on from the GFC, it’s easy 
to forget the extent of the chaos. The global 
financial system avoided collapse, but banks 
needed to shed distressed assets quickly. Asset 
managers began raising private equity-style 
drawdown funds to acquire and work out 
deeply distressed assets. This heralded the 
beginning of private credit 1.0. 
In the years following the GFC, the introduction 
of Dodd Frank in 2010, the adoption of the 
leverage lending guidelines and the Volcker 
Rule in 2013, and the European sovereign debt 
crisis which went on for longer than we care to 
remember (2009-2014) set the stage for 

Why EM Debt? 
Emerging markets (EM) debt offers a broad and differentiated 
opportunity set, with sources of risk and return that are 
underrepresented in a typical asset allocation mix. The asset class 
spans a wide variety of instruments from countries at vastly 
different stages of economic and political development. 
Idiosyncratic, country-level dynamics can matter as much as 
broad market forces, creating return opportunities that may be 
uncorrelated to traditional asset classes.

That heterogeneity also creates inefficiency. Each country brings 
its own political institutions, policy framework, economic structure 
and market dynamics. Information is often less plentiful and 
market access more complicated. For investors equipped to 
navigate that complexity, these inefficiencies can create mispriced 
risk and differentiated sources of alpha.

But capturing those opportunities, however, requires an 
investment process designed around the complexity and breadth 
of the asset class. 

Our Approach
Start With the Opportunity Set. Our portfolios are not confined to 
the benchmark. The team canvasses 100+ countries for 
compelling investment opportunities. This broader universe allows 
the investment process to begin with where we see opportunity 
rather than where an index happens to allocate capital.

Understand the Fundamentals. Ideas are evaluated through 
bottom-up research focused on the relationship between 
fundamentals and valuation. The process is rooted in 
macroeconomic and political analysis to assess a country’s policy 
set and direction in which it is headed. We remain alert to “policy 
moments”, a catalyst that signal significant change in a country’s 
economic potential. 

Invest in Risk Factors. Developing a country view is only the 
beginning. We next ask which underlying risk factor – currency, 
interest rates, sovereign and corporate credit spreads – looks 
mispriced relative to the fundamentals. Only then do we determine 
which instrument provides the desired exposure and what 
accompanying risks should be hedged.

That distinction is central to our approach. By targeting the 
underlying macroeconomic drivers, investing in risk factors allows 
us to more precisely manage portfolio exposures while limiting 
unintended risks. 

Turn Ideas Into Positions. The embedded trading team works 
alongside portfolio managers to translate investment views into 
positions. Traders also work to establish access to markets and 

securities that may involve more complex settlement or 
documentation requirements. This can also broaden the 
opportunity set by bringing less widely distributed investment 
opportunities to the team for evaluation.

Manage Risk Throughout. Risk management begins with the 
investment thesis and continues through implementation and 
portfolio monitoring. Portfolio exposures are evaluated and 
modeled from multiple perspectives to understand the different 
dimensions of risk embedded in the portfolio. The team also seeks 
to identify and hedge unintended exposures that could overwhelm 
the underlying investment thesis.

Why Active Management in EM Debt Matters
Not every approach to EM debt investing captures the asset class’s 
full potential. We believe popular benchmarks exhibit structural 
flaws that obscure the characteristics that make the asset class 
attractive in the first place. 

In our previous paper, Seven Deadly Sins of 
Emerging Markets Debt Benchmarks, the 
EMsights Capital Group explored seven 
benchmark constraints that have 
contributed to the asset class’s checkered 
reputation. One of the most consequential is 
the persistent presence of non-EM risk.

US interest-rate exposure provides a clear example. The hard 
currency benchmark has historically carried six to eight years of US 
duration, making developed-market rates a significant driver of 
performance. Over the last two decades, US duration accounted for 
47% of the J.P. Morgan EMBI Global Diversified Index’s 5.61% 
annualized return. Put differently, a substantial portion of the EM debt 
benchmark’s historical return came from developed-market risk.

For investors seeking the differentiated return potential of EM 
debt, identifying these embedded exposures is critical. Isolating 
EM-driven risk from that of developed markets allows investors to 
more precisely target the risk factors they deem attractive while 
seeking to hedge out unintended exposures not central to the 
investment thesis. 

Our Offerings
We apply this investment philosophy across three strategies 
designed to access different portions of the opportunity set.

Artisan Emerging Markets Debt Opportunities Strategy: An 
actively managed portfolio investing across sovereign and corporate 
credit, rates and currencies. Portfolio construction is bottom-up 
and benchmark agnostic with respect to investment positions, 
allowing the team to allocate opportunistically across risk factors. 

A differentiated approach  
to EM debt
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The strategy seeks to outperform its benchmark over a full 
investment cycle while managing downside and unintended risks.

Artisan Emerging Markets Local Opportunities Strategy: An 
actively managed strategy investing primarily in local EM fixed 
income securities and currencies. Its investment universe extends 
beyond the J.P. Morgan GBI-EM Global Diversified Index, allowing 
the team to pursue opportunities outside the benchmark while 
seeking to outperform the comparator index with commensurate 
risk.

Artisan Global Unconstrained Strategy: A global long/short 
strategy investing primarily in non-US fixed income securities and 

currencies, with an emphasis on emerging markets. The strategy 
seeks incremental returns relative to the risk-free rate while 
maintaining low beta and correlations to broad market indices and 
traditional asset classes.

Past performance is not a reliable indicator of future results. The value of portfolio securities selected by the investment team may rise or fall in 
response to company, market, economic, political, regulatory or other news, at times greater than the market or benchmark index. Non-diversified 
portfolios may invest larger portions of assets in securities of a smaller number of issuers and performance of a single issuer may have a greater 
impact to the portfolio’s returns. International investments involve special risks, including currency fluctuation, lower liquidity, different accounting 
methods and economic and political systems, and higher transaction costs. These risks typically are greater in emerging and less developed 
markets, including frontier markets, and include new and rapidly changing political and economic structures, which may cause instability; 
underdeveloped securities markets; and higher likelihood of high levels of inflation, deflation or currency devaluations. Fixed income securities 
carry interest rate risk and credit risk for both the issuer and counterparty and investors may lose principal value. In general, when interest rates 
rise, fixed income values fall. High yield securities (junk bonds) are speculative, experience greater price volatility and have a higher degree of credit 
and liquidity risk than bonds with a higher credit rating. Use of derivatives may create investment leverage and increase the likelihood of volatility 
and risk of loss in excess of the amount invested. These risks, among others, are further described in Artisan Partners Form ADV, which is available 
upon request. This is a marketing communication. 
Diversification does not ensure a profit or protect against a loss. This material represents the views of the EMsights Capital Group, as of 10 September 
2026 and do not necessarily represent those of Artisan Partners. The views and opinions expressed are based on current market conditions, which will 
fluctuate, and those views are subject to change without notice. While the information contained herein is believed to be reliable, there is no guarantee to 
the accuracy or completeness of any statement in the discussion. Any forecasts contained herein are for illustrative purposes only and are not to be relied 
upon as advice or interpreted as a recommendation. 
The index(es) are unmanaged; include net reinvested dividends; do not reflect fees or expenses; and are not available for direct investment. 
Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. The Index is used with 
permission. The Index may not be copied, used, or distributed without J.P. Morgan’s prior written approval. Copyright 2026, J.P. Morgan Chase & Co. All 
rights reserved. 
Artisan Partners is not registered, authorized or eligible for an exemption from registration in all jurisdictions. Therefore, services described herein may 
not be available in certain jurisdictions. This material does not constitute an offer or solicitation where such actions are not authorized or lawful, and in 
some cases may only be provided at the initiative of the prospect. Further limitations on the availability of products or services described herein may be 
imposed. 
Artisan Partners Limited Partnership (APLP) is an investment adviser registered with the U.S. Securities and Exchange Commission (SEC). Artisan 
Partners UK LLP (APUK) is authorized and regulated by the Financial Conduct Authority and is a registered investment adviser with the SEC. APEL 
Financial Distribution Services Limited (AP Europe) is regulated by the Central Bank of Ireland. APLP, APUK and AP Europe are collectively, with their 
parent company and affiliates, referred to as Artisan Partners herein. 
This material is only intended for investors which meet qualifications as institutional investors as defined in the applicable jurisdiction where this material 
is received, which includes only Professional Clients or Eligible Counterparties as defined by the Markets in Financial Instruments Directive (MiFID) where 
this material is issued by APUK or AP Europe. This material is not for use by retail or professional clients and may not be reproduced or distributed 
without Artisan Partners’ permission. 
This material is provided for informational purposes without regard to your particular investment needs. This material shall not be construed as 
investment or tax advice on which you may rely for your investment decisions. Investors should consult their financial and tax adviser before making 
investments in order to determine the appropriateness of any investment product discussed herein. 
In the United Kingdom, issued by Artisan Partners UK LLP, 25 St. James’s St., Floor 10, London SW1A 1HA, registered in England and Wales (LLP No. 
OC351201). Registered office: Phoenix House, Floor 4, 1 Station Hill, Reading Berkshire RG1 1NB. In Ireland, issued by Artisan Partners Europe, 
Fitzwilliam Hall, Fitzwilliam Pl, Ste. 202, Dublin 2, D02 T292. Registered office: 70 Sir John Rogerson’s Quay, Dublin 2, D02 R296 (Company No. 637966). 
© 2026 Artisan Partners. All rights reserved. 
For Institutional Investors Only—Not for Onward Distribution


