
For investors who can look past the volatility and interpret the confus-

ing signals, today’s emerging markets reveal a focused selection of 

long-term investment opportunities. Unfortunately, the negative or even mis-

leading headlines have led many investors to throw in the towel on emerging 

market stocks altogether. Yet, emerging market equities currently offer active 

investors the opportunity to focus on the countries, industries and companies 

that can continue growing.

Although there are well-founded concerns about rising US interest rates and 

China’s slowing economy, we believe that certain emerging economies and 

certain companies operating in those markets show the potential to hold up 

well even in the face of adversity. In addition, from a timing perspective, recent 

volatility has created an attractive entry point to initiate or expand a position in 

high-quality emerging market companies. Since the potential for growth 

appears focused within pockets of opportunity, we believe active security 

selection is the key to investing in the current emerging markets environment.

Emerging markets can survive 
(even thrive) if US interest 
rates rise
A US interest rate hike is unlikely to spell doom 
and gloom for all emerging markets. A rising 
interest rate environment reflects a stronger US 
economy which could herald greater import 
demand from the US. This should benefit 
emerging markets that rely on exporting their 
goods and services to the US such as Mexico, 
South Korea, China and India. For example, 
Mexico, with almost 80% of its exports going 
to the US1, should see a boost as US import 
demand increases, which in turn, would have 
positive effects on Mexico’s economy.

Not only are emerging market export sectors 
positioned to withstand a US interest rate 
increase, emerging markets currencies also 
exhibit notable resilience. Many of today’s 
emerging markets, particularly those in Asia, 
are much less vulnerable to rising US interest 
rates than they were in the past. Since the 

Time for a Closer Look 
at Emerging Market Equities

1 US Department of State



Emerging market dispersion 
enables alpha generation 
Emerging markets are not homogeneous. The 
volatility of the past few months has caused 
many investors to grow concerned about how 
a potential slowdown in China may have a 
ripple effect across the world. However, over 
the past five years, accommodative US mon-
etary policy has changed the outlook for many 
emerging market economies, which have fur-
ther benefited from strategies and reforms 
enacted by the emerging markets’ central 
banks. In 2014, the Philippines, as represent-
ed by the MSCI Philippines Index, performed 
extremely well with a return of 25.59% in USD 
terms, while Brazil declined 14.04% in USD 
terms, represented by the MSCI Brazil Index.4 
Even within a single country, divergent indica-
tors were visible; while Chinese stocks have 
generally had a difficult second half in 2015 so 
far, the Chinese retail sector continued to 
grow, with retail sales expanding 10.8% year-
over-year.5

We continue to believe that India is on the 
cusp of a multi-year bull market. Favorable 
monetary policy and reforms, including the 
“Make in India” campaign, are intended to 
transform India into a global manufacturing 
hub. The country is also anticipated to be one 
of the fastest growing economies, with fore-
casted gross domestic product (GDP) growth 
of over 7% in 2016.6

Attractive valuations have created 
a potentially historic entry point
Valuations remain attractive across emerging 
market equities, relative to their developed 
market counterparts. The recent volatility 
has made emerging markets cheaper than 
developed markets on the basis of price-to-
book ratio, an important metric for valuation. 
Relative to developed markets, emerging 
market valuations have not been this attrac-
tive in a decade. 

The spread between emerging market and 
developed market valuations signals an oppor-
tunity to increase exposure to emerging 
markets. We believe the current market pres-
ents an opportunity to build a position 
selectively in high-quality companies in the 
emerging markets at discounted prices. For 

Source: Bloomberg. Past performance is no guarantee of future results.
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Asian Financial Crisis of 1997-1998, a key 
change for emerging market economies is the 
shift away from fixed, or “pegged”, exchange 
rates to more flexible exchange rates. Flexible 
exchange rates are driven by market supply 
and demand which can help buffer external 
shocks such as rising US interest rates. Plus, 
emerging market central banks now have 
greater flexibility in terms of the policy tools at 
their disposal. 

The Asian Financial Crisis taught emerging 
market countries many lessons. In addition 
to the move away from fixed currencies, many 
emerging Asian countries have implemented 
economic and financial sector reforms which 
include reducing their reliance on foreign debt, 
boosting their dollar reserves and restructur-
ing their banking sectors. Despite large 
declines in recent months, China holds the 
world’s largest foreign reserves with US$3.557 
trillion2 as of August 2015. India has also seen 
a substantial increase in its foreign reserves, 
with US$352 billion as of August 2015, up 
from US$278 billion two years earlier.3 Several 
emerging market countries have also adopted 
better fiscal discipline which has resulted in 
healthier fiscal balances today. Unlike the 
1990s, today’s major emerging markets have 
economic defenses in place to help them 
function better in volatile times. 

Many emerging Asian 
countries have imple-
mented economic and 
financial sector reforms 
which include reducing 
their reliance on foreign 
debt, boosting their
dollar reserves and 
restructuring their 
banking sectors.

2 Reuters, September 2015   3 Reserve Bank of India   4 MSCI   5 CEIC, China Retail Sales Data, as of August 31, 2015   6 Asian Development Bank



strategic, long-term investors who recognize 
the growth potential of the emerging markets, 
we believe making an allocation to this asset 
class may position a portfolio to perform well 
once global volatility eases and emerging mar-
ket equities start to recover.

Volatility and dispersion require 
active management
At Mirae Asset, we believe that active 
management can help uncover attractive 
investments within the emerging markets. 
Our emerging markets heritage and local 
know-how give us insight into the dynamics 
of emerging market investing at a level 
that is hard to attain from outside these 
complex markets.

We apply a fundamentally-driven investment 
approach and focus on identifying companies 
with sustainable competitiveness. Our 
concentrated portfolio approach maximizes 
exposure to companies that we believe have 
the most growth potential. We embrace the 
current environment because we believe that 
market inefficiency is creating an attractive 
entry point for actively managed strategies. 

Rising incomes have contributed to substan-
tial growth of the middle class in the emerging 
markets. China and India, with their large pop-
ulations, are likely to experience significant 
expansion of their middle classes according 
to research by Ernst & Young. By 2030, 
around one billion people in China (approxi-
mately 70% of its projected population) will be 
middle class. India’s middle class is anticipat-
ed to reach 475 million people by 2030, up 
from 50 million people in 2010.7

What Matters is Household Income

INDIA’S MIDDLE CLASS

Source: Ernst & Young.
Past performance is no guarantee of future results.
Figures do not reflect forecasted results for any Fund.
Estimates are only projections and not guarantees.
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Forecasts suggest India’s middle class population will more than 

double during this decade and more than double again in the 

next decade.

consumption ladder, spending more on 
“wants”, such as travel and leisure. This 
growth in consumption by the emerging mar-
kets middle class will impact almost every 
sector and industry globally.

COUNTRY

EXPECTED 2015 
REAL SALARY 
INCREASE (%)

Emerging Markets

China 5.7

Indonesia 4.4

South Korea 3.5

Philippines 3.0

Mexico 1.0

Developed Markets

US 1.0

UK 0.8

Japan -0.8

Source: Hay Group, 2015

GLOBAL SALARIES

Related to the expansion of the middle class 
is meaningful growth in wages. Real wages 
(i.e., wages adjusted for inflation) have seen 
stronger increases in emerging markets than 
in developed markets. While developed mar-
kets experienced marginal increases in real 
wages, emerging markets, such as the Philip-
pines and Indonesia, grew considerably more.

Since household income is a major determi-
nant of spending, a wealthier emerging 
markets middle class is likely to have a signifi-
cant impact on consumption supporting both 
local brands and global franchises. This 
income trend translates into enormous invest-
ment opportunities among companies tapping 
into economies at different stages of con-
sumption growth and maturity. Consumers’ 
purchasing history in India and Indonesia indi-
cates a preference for reasonably-priced local 
brands. Consumers in China, on the other 
hand, have tended to favor globally recog-
nized brands and are moving up the 

7 Ernst & Young, “Hitting the sweet spot. The growth of the middle class in emerging markets,” 2013.
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v iews expressed represent an assessment of  market condi t ions at  a specific point  in t ime, are 
to be t reated as opin ions only and should not be re l ied upon as investment advice regarding 
a part icu lar  investment or  markets in genera l .  In addi t ion,  the opin ions expressed are those 
of  the wr i ter (s )  and may di f fer  f rom those of  other Mirae Asset Global  Investments’  investment 
profess ionals.  
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r ight  or  inte l lectual  property r ights to use the informat ion here in.  This document may inc lude 
reference data f rom th i rd-party sources and Mirae Asset Global  Investments has not 
conducted any audi t ,  va l idat ion,  or  ver ificat ion of  such data.  Mirae Asset Global  Investments 
accepts no l iab i l i ty  for  any loss or damage of  any k ind resul t ing out of  the unauthor ized use 
of  th is document.  Investment involves r isk.  Past per formance figures are not indicat ive of  
future per formance. Forward- looking statements are not guarantees of  per formance. The 
informat ion presented is  not intended to prov ide specific investment advice.  P lease carefu l ly  
read through the of fer ing documents and seek independent profess ional  adv ice before you 
make any investment decis ion.  Products,  serv ices,  and informat ion may not be avai lable in 
your jur isd ict ion and may be of fered by affi l iates,  subsid iar ies,  and/or d ist r ibutors of  Mirae 
Asset Global  Investments as st ipu lated by local  laws and regulat ions.  P lease consul t  wi th 
your profess ional  adv iser for  fur ther in format ion on the avai labi l i ty  of  products and serv ices 
with in your jur isd ict ion.

Uni ted Kingdom: This document does not expla in a l l  the r isks involved in invest ing in the Fund 
and therefore you should ensure that  you read the Prospectus and the Key Investor 
Informat ion Documents ("KI ID")  which conta in fur ther in format ion inc luding the appl icable r isk 
warn ings.  The taxat ion posi t ion af fect ing UK investors is  out l ined in the Prospectus.   The 
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http:// investments.miraeasset.eu,  or  f rom Mirae Asset Global  Investments (UK) Ltd. ,  4th 
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(0)20 7715 9900.  

This document has been approved for  issue in the Uni ted Kingdom by Mirae Asset Global  
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06044802, and hav ing i ts  registered office at  4th F loor,  4-6 Royal  Exchange Bui ld ings,  
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United States:  An investor should consider the Fund’s investment object ives,  r isks,  charges 
and expenses carefu l ly  before invest ing.  This and other important in format ion about the 
investment company can be found in the Fund’s prospectus.  To obta in a prospectus,  contact 
your financia l  adv isor or  ca l l  (888)  335-3417. Please read the prospectus carefu l ly  before 
invest ing.

India:  Mutual  Fund investments are subject  to market r isks,  read a l l  scheme re lated 
documents carefu l ly .

A lpha is a measure of  r isk-adjusted return.  Alpha measures the di f ference between a 
port fo l io’s actual  returns and what i t  might be expected to del iver  based on i ts leve l  of  r isk.

Gross Domest ic Product (GDP) is  the monetary va lue of  a l l  the fin ished goods and serv ices 
produced with in a country’s borders in a specific t ime per iod.

Invest ing in an index is not possib le.

MSCI Braz i l  Index is designed to measure the performance of  the large and mid cap 
segments of  the Braz i l ian market.  

MSCI Emerging Markets Index is a f ree float–adjusted market capi ta l izat ion index that is  
designed to measure equi ty market performance in the g lobal  emerging markets.

MSCI Phi l ippines Index is designed to measure the performance large and mid cap segments 
of  the Phi l ippines market.

MSCI Wor ld Index captures large and mid cap representat ion across 24 Developed Markets 
countr ies.

Pr ice-to-Book Rat io (P/B) is  the rat io of  the share pr ice of  a publ ic ly-t raded company to i ts 
book va lue per share,  which is the company’s tota l  asset va lue less the va lue of  i ts  
l iab i l i t ies.

Disclaimer

Definitions and Important Information

Hong Kong: Before making any investment decis ion to invest  in the Fund, investors should 
read the Fund’s Prospectus and the Informat ion for  Hong Kong Investors of  the Fund for  
deta i ls  and the r isk factors.  Investors should ensure they fu l ly  understand the r isks associat-
ed with the Fund and should a lso consider the i r  own investment object ive and r isk to lerance 
leve l .  Investors are a lso advised to seek independent profess ional  adv ice before making any 
investment.  This document is  issued by Mirae Asset Global  Investments and has not been 
rev iewed by the Hong Kong Secur i t ies and Futures Commiss ion.


