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Emerging market equities are delivering strong returns this 

year, extending their 2016 recovery. On a year-to-date basis, 

emerging market (EM) equities have continued to outperform 

developed market (DM) equities, with the MSCI Emerging 

Markets Index gaining 25.8% compared to a return of 13.7% 

for the MSCI World Index.¹

We believe that we are in the early innings of a sustainable 

emerging markets rally due to the rare combination of compel-

ling valuations, higher growth potential, and attractive 

positioning. Previously perceived headwinds, such as Chinese 

tightening and the direction of the US dollar, are no longer 

major concerns, in our view. We believe there are many rea-

sons for investors to be optimistic on emerging market equities 

for the rest of 2017 and beyond. 
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Emerging Market Rallies Tend to Last for Years
Emerging markets have underperformed developed markets over 
the last half decade, resulting in capital outflows of over $150 billion.² 
This began to reverse in mid-2016, but recent inflows only represent 
roughly 30% of assets lost in the last down cycle,3 leading us to 
believe we are in the very early stages of an emerging markets rally. 
History has shown that emerging market rebounds generally last six 
to eight years.

Sources and Important Information
1Source: MSCI. As of 7/31/17
2Source: EPFR Global, outflow period 2013-2016
3Source: EPFR Global, UBS



Attractive Valuations and Stronger Earnings 
Current valuations remain compelling with emerging market equities 
trading at a discount of roughly 27% relative to developed market 
equities. On a forward price-earnings basis, the spread between 
emerging and developed market equities is at one of its widest points 
in 10 years. 

An earnings rebound also appears to be underway for emerging 
market companies. After reaching an inflection point last year, the 
net income margin for emerging market corporations has steadily 
risen. Emerging market corporate earnings are still coming from a low 
base. Improved operating and financial health of these companies 
should drive considerable margin expansion and growth in the near 
to medium term.

GDP Growth in Emerging Markets to Accelerate
Economic growth rates in emerging markets are expected to, once 
again, expand and diverge from developed markets. The change in 
expected growth rates has turned positive again for emerging mar-
kets for the first time since 2010. According to the International 
Monetary Fund, GDP growth rates in emerging markets will acceler-
ate while GDP growth rates in developed markets decelerate. This 
growth gap is likely to continue through 2022.

The change in expected growth rates has turned positive again for emerging 
markets for the first time since 2010.
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Investors are Under-Allocated to Emerging Markets

Investors Remain Underweight Emerging Markets
Emerging markets currently account for 11% of the global equity mar-
ket but global equity investors only have about a 6% allocation to 
emerging market equities, implying that investors are around 5% 
underweight emerging markets. We believe that the positive momen-
tum behind emerging market equities will close this gap over the next 
few years, which will support a re-rating of the asset class. 

Emerging Markets are Trading at a Discount
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A Rebound in Net Income Margins for EM Companies
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Diverging GDP Growth Between EM and DM
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US Dollar Strength

Historically, a strong US environment was seen as a nega-
tive for emerging markets but today’s environment is 
different. Emerging markets are less vulnerable to external 
currency and interest rate shocks as their foreign reserves 
and current account balances have broadly improved.  

China’s Economy

The strength of China’s economy has a significant impact 
on overall emerging markets performance. Growth stabili
zation, economic rebalancing and supply-side structural 
reforms, while maintaining financial stability, remain top pri-
orities for China. The recent better-than-expected economic 
figures have allowed the government to move forward with 
tightening measures to rein in credit growth, lower financial 
risk and shift to a more sustainable growth model.

In addition, the inclusion of Chinese A-shares into the 
MSCI Emerging Markets Index should lead to a re-rating of 
Chinese equities and further support the currency.

Currency stability

Local currency volatility has historically been a concern for 
US dollar investors into emerging markets. We believe that 
the combination of a global search for yield along with a 
declining inflation period across emerging markets will lead 
to local currency strength and stabilization within the 
regions. As a side note, lower inflation levels are also allow-
ing central banks to reduce interest rates, which should act 
as an extra tailwind for emerging markets growth.

Easing Previous Concerns

EM Reserves and Current Account Balances Have Improved
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An Uptick in Growth for China’s Economy
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Declining Inflation in Select Emerging Markets
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Disclaimer
This document has been prepared for presentation, illustration and discussion purpose only and is not legally binding. Whilst complied from sources 

Mirae Asset Global Investments believes to be accurate, no representation, warranty, assurance or implication to the accuracy, completeness or ad-

equacy from defect of any kind is made. The division, group, subsidiary or affiliate of Mirae Asset Global Investments which produced this document 

shall not be liable to the recipient or controlling shareholders of the recipient resulting from its use. The views and information discussed or referred in 

this report are as of the date of publication, are subject to change and may not reflect the current views of the writer(s). The views expressed represent 

an assessment of market conditions at a specific point in time, are to be treated as opinions only and should not be relied upon as investment advice 

regarding a particular investment or markets in general. In addition, the opinions expressed are those of the writer(s) and may differ from those of other 

Mirae Asset Global Investments’ investment professionals. 

The provision of this document shall not be deemed as constituting any offer, acceptance, or promise of any further contract or amendment to any 

contract which may exist between the parties. It should not be distributed to any other party except with the written consent of Mirae Asset Global 

Investments. Nothing herein contained shall be construed as granting the recipient whether directly or indirectly or by implication, any license or right, 

under any copy right or intellectual property rights to use the information herein. This document may include reference data from third-party sources 

and Mirae Asset Global Investments has not conducted any audit, validation, or verification of such data. Mirae Asset Global Investments accepts no 

liability for any loss or damage of any kind resulting out of the unauthorized use of this document. Investment involves risk. Past performance figures 

are not indicative of future performance. Forward-looking statements are not guarantees of performance. The information presented is not intended to 

provide specific investment advice. Please carefully read through the offering documents and seek independent professional advice before you make 

any investment decision. Products, services, and information may not be available in your jurisdiction and may be offered by affiliates, subsidiaries, and/

or distributors of Mirae Asset Global Investments as stipulated by local laws and regulations. Please consult with your professional adviser for further 

information on the availability of products and services within your jurisdiction.

Australia: Mirae Asset Global Investments (HK) Limited is exempt from the requirement to hold an Australian financial services license in respect of the 

financial services it provides in Australia. Mirae Asset Global Investments (HK) Limited is authorised and regulated by the Securities and Futures Com-

mission of Hong Kong under Hong Kong laws, which differ from Australian laws. For Wholesale Clients only.

Hong Kong: Before making any investment decision to invest in the Fund, investors should read the Fund’s Prospectus and the Information for Hong 

Kong Investors of the Fund for details and the risk factors. Investors should ensure they fully understand the risks associated with the Fund and should 

also consider their own investment objective and risk tolerance level. Investors are also advised to seek independent professional advice before mak-

ing any investment. This document is issued by Mirae Asset Global Investments and has not been reviewed by the Hong Kong Securities and Futures 

Commission.

United Kingdom: This document does not explain all the risks involved in investing in the Fund and therefore you should ensure that you read the 

Prospectus and the Key Investor Information Documents ("KIID") which contain further information including the applicable risk warnings. The taxation 

position affecting UK investors is outlined in the Prospectus.  The Prospectus and KIID for the Fund are available free of charge from http://investments.

miraeasset.eu, or from Mirae Asset Global Investments (UK) Ltd., 4th Floor, 4-6 Royal Exchange Buildings, London EC3V 3NL, United Kingdom, tele-

phone +44 (0)20 7715 9900.  

This document has been approved for issue in the United Kingdom by Mirae Asset Global Investments (UK) Ltd, a company incorporated in England & 

Wales with registered number 06044802, and having its registered office at 4th Floor, 4-6 Royal Exchange Buildings, London EC3V 3NL, United King-

dom. Mirae Asset Global Investments (UK) Ltd. is authorised and regulated by the Financial Conduct Authority with firm reference number 467535.

United States: An investor should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing. This and other 

important information about the investment company can be found in the Fund’s prospectus. To obtain a prospectus, contact your financial advisor or 

call (888) 335-3417. Please read the prospectus carefully before investing.

India: Mutual Fund investments are subject to market risks, read all scheme related documents carefully.


