
 

Fig 1: Emerging Markets performance and earnings 

  

 

 

Source: Ashmore. Data from Bloomberg as at 8 February 2018.  
MSCI Emerging Markets Net TR index return and earnings per share.
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Emerging Markets equity investors have once again over reacted to Developed Market events. 
Since 26 January the MSCI Emerging Markets index has fallen 8.6%. Over the same period, developed 
markets based on the MSCI World index have fallen 9.0%. This is the sharpest correction since the 
Emerging Markets cycle low in early 2016 and has prompted investor concerns over the outlook  
for markets. We believe the recent pull back presents another attractive entry point for investing in
emerging markets equity. Fundamentals, valuations and market factors all continue to point to a 
bright outlook.
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•     A strong economic growth backdrop, in combination  
with better corporate capital discipline, continues to drive 

Emerging Markets earnings and earnings expectations 
higher. The remaining 2017 earnings continue to meet and 
generally beat improved expectations. Current earnings 
expectations for 2018 are around 15%*. Importantly, they 
are broad based with uniformly positive expectations 

We believe the current strong 
fundamental backdrop only serves to 
reinforce the attractiveness of the 

 

current investment opportunity

•  The recent market correction has been felt across global 
equity markets. It originated in the US and looks to have  
been triggered by, or at least exacerbated by, technical 
factors. Importantly, it has not been in response to 
deterioration in the global macro economy.

•  Strong Emerging Markets fundamentals are unchanged. 
Economic growth prospects are almost uniformly 
favourable. Trade accounts are in most cases in balance, 

generally modest. Emerging Markets should also continue 

global trade volumes and commodity demand.

1Continued overleaf



Fig 2: Consensus net income growth expected for 2018
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15 14 25 14 7 13 16 9 10 29 -12 23 78 1 1 10 15 23 12 4 21 15 49 6 26

Cons. Discretionary

Auto & Comp 37 29 37 12 287 54 41 15
Cons Durables & App 15 20 32 4 14 31 19 19
Consumer Services 22 28 26 15 3 18 19 -23 8
Media 26 7 13 17 -52 13 47 32
Retailing 35 48 8 153 15 11 18 25 13 21

Cons. Staples
Food & Staples Retail 1 10 -8 -63 18 33 21 16 29 4 3
Food Bev & Tobacco 16 23 16 12 12 7 -29 29 42 40 52 14 -7
House & Personal Prod 19 11 21 11 25 8 17

Energy Energy 17 17 27 14 39 5 -15 -0 18 -3 -12 3 16 -15 -9 62 11 72

Financials
Banks 9 7 25 15 9 21 2 8 24 46 -3 21 288 0 15 5 17 9 9 -1 11 9 16 13 10
Div Financials 17 15 52 12 4 8 -30 2 43 16 -13 22 31 -5
Insurance 17 19 34 15 1 11 166 20 3

Health Care
Health Care Equip & Srvs 19 15 35 41 12 40 6
Pharma, Biotech 24 20 30 10 32 22 20 15

Industrials
Capital Goods 7 7 21 12 -23 11 -0 22 25 17 24 10 -10 47
Comm & Prof Srvs 20 21 19
Transportation 13 9 10 3 1 34 -17 17 17 81 9 45 76 12

IT
Semiconductors 22 13 33 16
Software & Services 24 30 5 39 0 2
Tech Hardware & Equip 17 43 15 17 14

Materials Materials 14 17 49 24 8 11 -0 5 6 63 -2 7 23 -5 8 109 59 13 38
Real Estate Real Estate 21 26 6 -3 16 74 14 3 4 10 64 -25
Telecomms Telecomm Srvs 11 11 -13 13 6 -3 7 2 21 -2 78 31 191 24 8 18 37 3 34 106 3
Utilities Utilities 18 27 24 38 3 6 68 -2 -23 -12 -3 12

Source: Ashmore as at 5 February 2018. *Emerging Markets equity aggregated net income in US dollar terms (not weighted by index weight). Provided for indicative purposes only.
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•  Investors are being asked to pay only reasonable valuations for this strong economic and earnings growth outlook. 

 
The MSCI Emerging Markets index trades on 11.9x price-to-earnings ratio. The MSCI World index is 15.4x. 

 Fig 3: MSCI Emerging Markets index valuation

 

 

Source: Ashmore. Data from Bloomberg as at 8 February 2018. 

•  Finally, as our Head of Research Jan Dehn has highlighted 
in the past, spikes in developed world volatility have 
historically always been excellent entry points into Emerging 
Markets. We agree with Jan’s statement that risk events 
in developed markets tend to become pretexts for delaying 
allocations to or even outright selling Emerging Markets. 
Empirically, however, this behaviour is quite irrational  
(see ‘Gee Vix!’ Weekly Research, 30 May 2017, Vix spiked 
10 points in June – it is a good time to allocate to 
Emerging Markets). 

•  Notably, the above point has been true across differing 
environments of economic and earnings strength.
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