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Key risk
The value of any investment and any income taken from it is not guaranteed and can go down as well as up, and investors may 
get back less than the amount originally invested. Assumptions, opinions and estimates are provided for illustrative purposes 
only. There is no guarantee that any forecasts made will come to pass.

The Trump administration is instituting policy changes  
that will have far reaching implications for much of the world.  
They span the domestic economy, society and foreign policy, 
and they are likely to have consequences for the macro 
outlook for emerging markets (EM). 

Should public proclamations of intended US policy changes 
translate into action and remain in effect for a sustained 
period, there are four main areas they’ll likely impact: 

In this article, we’ll consider each of these in turn.

Trade and tariffs

From the mid-1980s on, there was a rapid reduction in 
international trade barriers. Emerging markets benefited 
massively, with many countries emerging as strong exporters, 
particularly in Asia. However, the last two decades have  
seen important changes in the dynamics surrounding this 
trade growth. 

The importance of the US – and advanced economies in 
general - as the destinations for EM exports has declined, 
while trade between emerging markets has grown. As the 
following charts show, in the late 1990s/early 2000s, as much  
as 75% of EM exports went to advanced economies including 
the US, which alone accounted for a quarter. 

Fast forward to now and almost half of EM exports, and 
trade overall, is between themselves. Trade with the US has 
declined in its significance for the EM economies, while the 
importance of trade between emerging markets has increased.
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Looking at the table on the next page, and bearing in mind  
the still uncertain outlook for tariffs and trade, emerging Asia  
and Latin America appear most vulnerable given the large  
share of their exports to the US. African countries are also 
vulnerable, given large tariff differentials with the US. Looking 
across the emerging markets most vulnerable in terms of 
trade and tariffs, we estimate they account for a quarter  
of benchmark indices. 
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Source: Morgan Stanley; JP Morgan; L&G

A second source of vulnerability for emerging markets arises 
from the US’s mooted suspension of bilateral aid. The United 
States is amongst the largest sources of  aid, channelling 
some $80 billion USD in 2023 to emerging markets via 
various agencies and programmes1. 

Remittances from the US

EM external financing needs could also rise in some  
emerging markets thanks to plans to deport as many as  
11 million illegal migrants from the United States. Data 
from the Migration Policy Institute presented in the table 
on the right suggests a heavy skew to Mexico within the 
unauthorised population. 

The data opposite covers 70% of the estimated migrant 
population. In the table opposite, we also include other 
countries which receive significant remittances from the US.  
It is conceivable that some part of the migrant population  
from these countries is unauthorised. 

Although there are significant uncertainties (including 
logistical and potentially legal challenges), should the  
Trump administration be successful in executing its 
deportation policies, some of the countries could  
see lower remittances, and – all else being equal – larger 
external financing needs.

1. Source: foreignassistance.gov, 2025

Trade surplus Exports to the US Tariff differential EMBI GD

USD blns %GDP %; simple avg. Index weight; Feb-25

China 295.4 2.4 -8.3 3.65

Mexico 171.8 26.6 6.6 4.87

Vietnam 123.5 26.6 5.4 -

Taiwan 74.0 11.6 2.2 -

South Korea 66.0 6.8 2.0 -

India 45.7 2.3 11.5 0.77

Thailand 45.6 10.9 7.3 -

Malaysia 24.8 11.6 2.3 -

Indonesia 17.9 2.0 5.7 4.32

Hungary 9.4 5.1 0.9 2.68

Costa Rica 2.0 12.1 0.1 1.04

Nigeria 1.5 1.6 12.3 2.20

Jordan 1.3 2.3 11.8 0.80

Angola 1.2 1.4 10.8 1.11

Ivory Coast 0.4 1.2 12.3 0.60

Ghana 0.2 2.1 11.6 0.82

Zambia 0.1 0.6 13.6 0.28

Kenya -0.1 0.8 15.5 0.83

Senegal -0.1 0.5 12.8 0.33

El Salvador -2.3 7.2 -0.1 0.82

Singapore -2.8 8.2 0.1 -

Notwithstanding the large absolute dollar amount relative 
to other bilateral donors, at an aggregate level the support 
provided is relatively small at just 0.2% of EM GDP in 
2023 (our calculation, based on GDP data from the IMF).  
Even at a disaggregated level, and if we disregard Ukraine, 
US aid provided to countries with traded external debt is 
relatively small - as detailed in the table opposite.

EM trade vulnerabilities; top 20

Source: www.foreignassistance.gov, 2025  

FY23 disbursements % 2023 GDP EMBI GD weight  
(Feb-25); %

Ukraine 24.4 13.7 1.4

Israel 3.3 0.6 -

Ethiopia 1.8 1.1 0.1

Jordan 1.7 3.4 0.8

Egypt 1.4 0.4 2.6

Afghanistan 1.3 7.4 -

Somalia 1.2 11.0 -

Nigeria 1.0 0.3 2.2

DRC 1.0 1.5 -

Syria 0.9 3.8 -

Colombia 0.7 0.2 2.8

Mozambique 0.7 0.1

Total 10.0

US aid: largest recipients

Source: Migration Policy Institute, 2025
migrationpolicy.org/data/unauthorized-immigrant-population/state/US

Demographics Estimate % of Total

Unauthorised Population 11,047,000 100%

Top Countries of Birth

Mexico 5,313,000 48%

El Salvador 741,000 7%

Guatemala 724,000 7%

India 553,000 5%

Honduras 490,000 4%

Profile of the unauthorised population

http://www.foreignassistance.gov
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.migrationpolicy.org%2Fdata%2Funauthorized-immigrant-population%2Fstate%2FUS&data=05%7C02%7CAndrew.Lowry%40lgim.com%7C8b1cc4850be34ff6658e08dd6b876ad5%7Cd246baabcc004ed2bc4ef8a46cbc590d%7C0%7C0%7C638784951553003317%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=Vi3dazxd9rGC99HilBIiOqIjtR7xxfLp4cxe0qIwOkQ%3D&reserved=0
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EM economic strength

However, whether it’s the decline in aid or remittances,  
there are several mitigating factors. 

Most of the countries with heavy remittance exposure are 
rated either investment grade or high BB, implying stronger 
buffers via FX reserves, large local markets, more flexible 
exchange rates and access to global capital markets. EM local 
markets – catering to both sovereign and corporate issuers 
- were sized at nearly $25 trillion USD at the end 2024, having 
doubled since 20142. This growth in local markets is testimony 
to reforms carried out over the last two decades, with many 
emerging markets moving to more credible monetary policy 
and exchange rate frameworks.

2. Source: JP Morgan, IMF, L&G calculations, March 2025
3. Source: Morgan Stanley at at 14 March 2025
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Further, relatively contained EM spreads means market access 
remains strong for emerging markets experiencing larger 
needs. 

Indeed, despite the uncertainties around the US macro  
and policy outlook, issuance from EM sovereigns in the  
year to date –  $82.5 billion USD – is running close to record 
levels3. Meanwhile, lower rated credits such as Honduras  
and El Salvador are benefiting from ongoing IMF programmes 
that could help facilitate greater financial support if need be. 
Indeed, the post-COVID period has seen multilateral agencies 
increase their support for emerging markets.

Concluding thoughts

Rapid changes in US policies pose risks for emerging markets. 
However, the EM world is much stronger than it used to be. 
Nowhere is this more evident than in Asia, home to some 
of the world’s fastest growing economies. Reforms since 
the Asian Financial Crisis in 1997 have opened the door to 
decades of growth outperformance, with Asian countries 
continuing to anchor EM growth, FX reserves and ratings. This 
story is not only about China and India - Indonesia, Philippines, 
Malaysia, Vietnam are all examples of how countries can turn 
the corner.

The rapid development of local markets provides financing flexibility to EM

Source: JP Morgan, L&G; March 2025
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EM aversion to using the exchange rate as a buffer against shocks has increased

Source: Deutsche Bank, 20 March 2025
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The IMF has lent an average $32 billion USD annually over the last 5 years

Source: IMF, March 2025



April 2025  |  How could uncertainties around US policy impact emerging markets?

88

Important information 

The views expressed in this document are those of Legal & General Investment Management Limited and/or its affiliates (‘L&G’, ‘we’ 
or ‘us’) as at the date of publication.  This document is for information purposes only and we are not soliciting any action based on it.  
The information above discusses general economic, market or political issues and/or industry or sector trends.  It does not constitute 
research or investment, legal or tax advice.  It is not an offer or recommendation or advertisement to buy or sell securities or pursue 
a particular investment strategy. Past performance should not be taken as an indication or guarantee of future performance and no 
representation, express or implied, is made regarding future performance.

Certain of the information contained herein represents or is based on forward-looking statements or information, including descriptions 
of anticipated market changes and expectations of future activity. Forward-looking statements and information are inherently uncertain 
and actual events or results may differ from those projected. Therefore, undue reliance should not be placed on such forward-looking 
statements and information. There is no guarantee that L&G’s investment or risk management processes will be successful.

No party shall have any right of action against L&G in relation to the accuracy or completeness of the information contained in this 
document.  The information is believed to be correct as at the date of publication, but no assurance can be given that this document is 
complete or accurate in the light of information that may become available after its publication.  We are under no obligation to update 
or amend the information in this document.  Where this document contains third party information, the accuracy and completeness of 
such information cannot be guaranteed and we accept no responsibility or liability in respect of such information.

This document may not be reproduced in whole or in part or distributed to third parties without our prior written permission. Not for 
distribution to any person resident in any jurisdiction where such distribution would be contrary to local law or regulation.

© 2025 Legal & General Investment Management Limited, authorised and regulated by the Financial Conduct Authority, No. 119272. 
Registered in England and Wales No. 02091894 with registered office at One Coleman Street, London, EC2R 5AA.

L&G Global
Unless otherwise stated, references herein to “L&G”, “we” and “us” are meant to capture the global conglomerate that includes:

European Economic Area: LGIM Managers (Europe) Limited, authorised and regulated by the Central Bank of Ireland as a UCITS 
management company (pursuant to European Communities (Undertakings for Collective Investment in Transferable Securities) 
Regulations, 2011 (as amended) and as an alternative investment fund manager (pursuant to the European Union (Alternative 
Investment Fund Managers) Regulations 2013 (as amended).

USA: Legal & General Investment Management America, Inc. (a U.S. SEC registered investment adviser), Legal & General Investment 
Management America, Inc. (d/b/a L&G – Asset Management, America) (“L&G – Asset Management, America” or “L&G”) is a registered 
investment adviser with the U.S. Securities and Exchange Commission (“SEC”). L&G – Asset Management, America provides investment 
advisory services to U.S. clients. L&G’s asset management division more broadly—and the non-L&G – Asset Management, America 
affiliates that comprise it—are not registered as investment advisers with the SEC and do not independently provide investment advice 
to U.S. clients.  Registration with the SEC does not imply any level of skill or training.

Japan: Legal & General Investment Management Japan KK (a Japan FSA registered investment management company).

Hong Kong: issued by Legal & General Investment Management Asia Limited which is licensed by the Securities and Futures Commission.

Singapore: issued by LGIM Singapore Pte. Ltd. (Company Registration No. 202231876W) which is regulated by the Monetary Authority of 
Singapore.

The L&G Stewardship Team acts on behalf of all such locally authorised entities.

Key risks
The value of an investment and any income taken from it is not guaranteed and can go down as well as up, and the investor 
may get back less than the original amount invested.

Contact us:
For further information about the Asset Management business of L&G, please  
visit am.landg.com or contact your usual L&G representative.
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