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EM stocks outperforming global stocks year-to-date
By Gustavo Medeiros

EM stocks outperformed on the back of a weaker US Dollar, reflecting the soft price action in US stocks and in spite of higher

US Treasury yields. China’s real GDP growth rose +8.1% in 2021 despite mixed activity in December. CPI inflation was lower than
consensus in China and India and seems to be peaking in other EM economies, in contrast with DM where inflation is still rising.

The Bank of Korea hiked its policy rate by 25bps to 1.25% and kept a hawkish stance. There was no break-thought in Russian-US

discussions over strategic geopolitical objectives. Turkey's current account moved back to a deficit. Ethiopia’s prime minister

held a constructive phone call with US president. Tunisia foreign exchange reserves dropped less than expected in 2021.

q Next year forward Spread P&L Next year forward Spread P&L
Emerging Marksts PE/Yield (5 business days) Global Backidrop PE/Yield/Price over UST (5 business days)

MSCI EM 11.6 2.58% S&P 500 19.2 0.29%
MSCI EM Small Cap 10.5 - 1.19% 1-3yr UST 0.97% - -0.15%
MSCI Frontier 10.2 - 0.08% 3-byr UST 1.56% - -0.19%
MSCI Asia 12.6 - 2.42% 7-10yr UST 1.79% - -0.16%
Shanghai Composite 10.2 - -1.63% 10yr+ UST 2.13% - -0.16%
Hong Kong Hang Seng 8.2 - 3.93% 10yr+ Germany -0.03% = 0.44%
MSCI EMEA 9.5 - 2.20% 10yr+ Japan 0.71% - -0.29%
MSCI Latam 8.8 = 5.00% US HY 4.58% 293 bps 0.07%
GBI-EM-GD 5.88% - 0.90% European HY 3.53% 369 bps -0.10%
China GBI-EM GD 2.87% = 0.76% Bloomberg-Barclays 1.47% -32 bps 0.43%
ELMI+ 4.11% - 0.83% VIX Index* 19.19 - 0.43%
EM FX spot = = 0.89% DXY Index* 95.17 = -0.83%
EMBI GD 5.69% 382 bps -1.18% EURUSD 1.143 - 0.85%
EMBI GD IG 3.51% 155 bps -0.73% USDJPY 114.48 - 0.53%
EMBI GD HY 8.39% 659 bps -1.65% CRY Index* 2454 - 7.53%
CEMBI BD 4.85% 310 bps -0.56% Brent 86.6 - 7.06%
CEMBI BD I1G 3.41% 167 bps -0.48% Gold 1,822 - 1.24%
CEMBI BD HY 6.63% 489 bps -0.67% Bitcoin 42,867 - -2.26%
Note: Additional benchmark performance data is provided at the end of
this document. *See last page for index definitions.

Emerging Emerging Markets: Emerging Markets (EM) equities rose 2.1% yearto-date, outperforming both the
Markets MSCI World, down 1.8%, and the S&P 500, down 2.1% so far in 2022. The EM outperformance is also reflected

in currencies with the Dollar Index down 0.5% while EM currencies are up 0.9% yearto-date. The weaker Dollar
is at odds with the higher (nominal and real) yields on US Treasuries, highlighting how dependent the Dollar
performance has become on US equities inflows. Traditionally bond flows dominate the current account flows,
but today foreign investors hold USD 12trn of US equities (>560% of US GDP) and only USD 6trn of US bonds

(> 25% of US GDP), hence, US stocks underperformance is likely to keep the US currency under pressure.

Of course, this could change if the market moves to price a global recession and adds significant exposure to
US Treasuries — but that would tilt the flows in favor of the US only temporarily, in our view.

China: The PBoC cut its policy rates by 10bps, taking the 7-day reverse-repo rate to 2.1% and the 1-year medium
lending facility (MLF) to 2.85% as it increased its MLF size by CNY 200bn to CNY 700bn. Real GDP rose 4.0% yoy
in Q4 2021 (3.1% yoy consensus) taking real GDP growth 8.1% higher in 2021. December economic data was
mixed, with net exports and industrial production stronger than expected, buoyed by auto and smartphones
production, whereas retail sales and property market remained weak, partially compensated by higher
infrastructure investment. The yoy rate of CPI inflation dropped 0.8% to 1.5% in December (1.7 % yoy consensus)
as PPl inflation dropped 2.6% to 10.3% yoy (11.3% consensus) over the same period. The trade surplus rose to a
record USD 94.5bn in December from USD 71.7bn in November as imports slowed more than expected and
exports remained resilient, leading to a cumulative trade surplus of USD 676bn in 2021. Exports to G3 countries
(US, EU and Japan) stagnated while exports ex-G3 rose by 31% yoy.
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India: The yoy rate of industrial production declined to 1.4% in November (2.8% consensus) from 4.0% yoy in
October. The yoy rate of CPI inflation rose 0.7% to 5.6% in December, but was 0.2% below consensus. The
trade deficit declined to USD 21.7bn in December from USD 22.9bn in November, broadly in line with consensus.

South Korea: The Bank of Korea (BoK) hiked its policy rate by 25bps to 1.25%, back to pre-pandemic level.

The BoK revised its inflation outlook stating CPI inflation “will continue to run in the 3% range for a considerable
time” The BoK expects real GDP growth in 2022 of around 3.0% as the economy “is likely to sustain its sound
ground, as the recovery of private consumption is forecast to pick up again while exports are expected to
continue their solid trend of increase” At the press conference, Governor Lee Ju-yeol said it is now time to
observe the effect of the past three hikes in the economy. In economic news, the unemployment rate rose
0.7% to 3.8% in December while the current account surplus rose to USD 7.2bn in November from

USD 7.0bn in October.

Russia: There was no breakthrough on strategic disagreements during meetings between the United States,
NATO and Russia. Foreign Minister Sergei Lavrov said escalation was not imminent, but the deputy foreign
minister suggested dispatching military infrastructure to Venezuela and Cuba is a possibility to retaliate against
US sending weapons to Ukraine and NATO expansion closer to the Russian borders. There were reports of
increased mobilisation of military equipment towards the Ukraine borders last week, but little signs of an
increase in troops. The risk of sanctions overhang is keeping deeply undervalued Russian assets from rallying.
Official FX reserve assets rose to USD 630.6bn in December from USD 622.5bn in November.

Turkey: The current account moved to a USD 2.7bn deficit in November from a USD 3.1bn surplus in October,
slightly wider than consensus as industrial production rose 3.3% mom from 0.7% mom over the same period.
Inflation expectations for the next 12 months surged to 25.4% in January from 21.4% in December, the highest
level since the beginning of the survey in 2006 (average 8.3%).

Ethiopia: Prime Minister Abiy Ahmed had a phone call with US President Joe Biden. The US is calling for
Ethiopia to cease hostilities between Amhara and Tigrayans in order to end the civil war, release aid and improve
political dialogue. Statements from both parties acknowledge the importance and the intention to strengthen
bilateral relations.’

Tunisia: The central bank noted the fiscal deficit improved to 8.3% of GDP in 2021 from 9.6% GDP in 2020 as
inflation rose to 6.6% yoy from 4.9% yoy over the same period. FX reserves declined by only 0.5bn during the year
to USD 8.0bn (136 days of imports) despite tourism revenues remaining EUR 1.2bn below pre-pandemic levels.

Snippets:

¢ Argentina: CPI inflation rose 3.8% mom in December from 2.5% mom in November taking the yoy rate down
0.3% 10 50.9%.

e Brazil: The yoy rate of CPI inflation dropped 0.6% to 10.1% in December, 0.1% above consensus. Retail sales
rose to 0.6% in November from 0.2% mom in October, higher than consensus.

¢ Colombia: Consumer confidence dropped to -7.0 in December from -1.4 in November

e Czech Republic: The yoy rate of CPI inflation rose 0.6% to 6.6% in December. November retail sales rose
10 9.9% yoy from 0.7% yoy in October and the current account deficit widened to CZK 6.0bn in from
CZK 3.7bn over the same period.

e Egypt: The yoy rate of CPI rose by 0.3% to 5.9% in December and core CPI inflation rose 0.2% to 6.0% yoy
over the same period.

e Hungary: The yoy rate of CPI inflation was unchanged at 74% in December, 0.2% above consensus.
The trade balance moved to a EUR 81m surplus in November from a EUR 302m deficit in October.

¢ Indonesia: Consumer confidence was unchanged at 118.3 in December. Local auto sales rose to 97k in
December from 87k November, the best level for auto sales in December in 10 years and back to
pre-pandemic levels.

e Malaysia: The yoy rate of industrial production surged 3.9% to 9.4% in November, 2.1% above consensus.
e Mexico: The yoy rate of industrial production rose 0.9% to 1.6% in November, 0.8% below consensus.

Nominal wages increased at a yoy rate of 5.5% in December, 0.3% above the previous month, despite 313k
formal jobs destruction in December after 165k jobs created in November.

e Philippines: The trade deficit widened to USD 4.7bn in November from USD 4.0bn in October as the yoy rate
of import growth rose 11.7% to 36.8% and exports rose to 6.6% yoy. Overseas remittances remained strong
at USD 2.5bn in November (from USD 2.8bn in October).

! See https://addisstandard.com/news-in-first-phone-call-with-abiy-biden-renews-plea-for-negotiated-ceasefire-humanitarian-access-abiy-says-discussion-candid/
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e Poland: The current account deficit widened to EUR 1.1bn in November from EUR 0.9bn in October (revised
from EUR 1.8bn deficit), better than consensus.

¢ Romania: The central bank raised its policy rate by 25bps to 2.0%, below consensus expectations for a 50bps
hike. The yoy rate of CPl inflation rose another 0.4% to 8.2% in December and the trade deficit improved to
EUR 2.2bn in November from EUR 2.5bn in October.

e Saudi Arabia: The yoy rate of CPI inflation rose 0.1% to 1.2% in December.

e South Africa: Manufacturing production rose 3.7% mom in November after dropping 5.2% in October, slightly
below consensus.

¢ Thailand: Consumer confidence improved 1.3 to 40.1 in December but remained at very depressed levels
when compared with the average of the last 20 years at 71.1.

Global backdrop

United States (US): Inflation rose in December roughly in line with consensus as the yoy rate of CPI inflation
rose 0.2% to 7.0%; CPI ex-food and energy rose 0.6% to 5.5% yoy and PPI final demand declined 0.1% to
9.7% yoy. The long-term inflation expectation on the University of Michigan survey rose by 0.2% to 3.1% as
1-year expectations increased 0.1% to 4.9% in January. The same survey showed economic sentiment down
1.8 points to 68.8 and current conditions down 1.0 to 73.2. Retail sales plunged 1.9% mom in December from
+0.2% mom in November as industrial production dropped 0.1% mom from +0.7% mom over the same period.
There was more evidence of an ongoing tightening in the labour market as jobless claims rose to 230k in the
first week of January from 207k in the previous week, and continuing claims dropped to 1.56 million in the

last week of December from 1.75 million prior.

The Philadelphia Fed President Patrick Harker and Richmond Fed President Thomas Barkin said they favour a
lift-off in March and expected 3-4 hikes this year. The more dovish Chicago Fed President Charles Evans also
sees three or four hikes this year while hawkish Fed Governor Christopher Waller said 4-5 hikes may be
necessary, and if inflation stayed ‘stubbornly high’ in the second half of this year that the Fed could start
shrinking its balance sheet by summer.

Eurozone: The Eurozone trade balance moved to a EUR 1.5bn deficit in November from a EUR 3.3bn surplus in
October. Industrial production jumped 2.3% mom in November after declining 1.3% in October (revised from
1.1%) and the unemployment rate dropped to 7.2% in November from 73% in October.

United Kingdom: Industrial production rose 1.0% mom in November from -0.5% in October as the trade surplus
improved to GBP 0.6bn (significantly better than consensus for GBP 2.5bn deficit) from GBP 0.2bn over the
same period.

Japan: The current account surplus declined to JPY 897bn in November (JPY 590bn consensus) from
JPY 1,180bn in October. The yoy rate of PPl inflation dropped 0.7% to 8.5% in December.

Australia: The trade surplus narrowed to AUD 9.4bn (c. USD 6.7bn) in November from AUD 10.8bn in October,
slightly below consensus, but remained at the highest seasonally adjusted levels in 20 years.
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Benchmark g B T T T

performance MSCI EM 2.09% 2.09% 2.09% -6.22% 10.97% 9.81%
MSCI EM Small Cap -0.17% -0.17% -0.17% 14.25% 15.95% 11.02%
MSCI Frontier -0.58% -0.58% -0.58% 15.00% 11.60% 8.66%
MSCI Asia 1.84% 1.84% 1.84% -8.83% 12.48% 10.98%
Shanghai Composite -3.26% -3.26% -3.26% 0.87% 14.14% 4.84%
Hong Kong Hang Seng 3.87% 3.87% 3.87% -22.26% -2.70% 0.95%
MSCI EMEA 3.16% 3.16% 3.16% 17.23% 1.95% 6.43%
MSCI Latam 3.771% 3.77% 3.71% -1.82% -4.06% 1.86%
GBI-EM-GD 0.24% 0.24% 0.24% -1.94% 1.28% 2.72%
China GBI-EM GD 0.64% 0.64% 0.64% 6.89% 5.89% na
ELMI+ 0.59% 0.59% 0.59% -2.52% 0.96% 2.28%
EM FX spot 0.89% 0.89% 0.89% -4.90% -3.82% -2.67%
EMBI GD -2.71% -2.71% -2.11% -3.14% 4.39% 3.73%
EMBI GD IG -2.78% -2.78% -2.78% -3.22% 6.09% 4.86%
EMBI GD HY -2.64% -2.64% -2.64% -2.87% 2.47% 2.45%
CEMBI BD -1.16% -1.16% -1.16% 0.11% 6.10% 491%
CEMBIBD I1G -1.32% -1.32% -1.32% -0.71% 5.82% 4.61%
CEMBI BD HY -0.95% -0.95% -0.95% 1.22% 6.43% 5.34%

Global Backdrop | Monthtodate | Quartertodate | Veartodate | __dyear | years | Syears |
S&P 500 -2.11% -2.11% -2.11% 24.57% 23.87% 17.55%
1-3yr UST -0.43% -0.43% -0.43% -0.99% 1.88% 1.52%
3-5yr UST -1.07% -1.07% -1.07% -2.76% 2.70% 2.08%
7-10yr UST -2.31% -2.31% -2.31% -3.83% 4.14% 3.08%
10yr+ UST -4.33% -4.33% -4.33% -4.87% 1.42% 5.30%
10yr+ Germany -1.06% -1.06% -1.06% -6.03% 3.31% 3.25%
10yr+ Japan -0.74% -0.74% -0.74% -0.95% 0.43% 0.87%
US HY -0.87% -0.87% -0.87% 4.04% 1.44% 5.86%
European HY 0.08% 0.08% 0.08% 3.91% 5.35% 3.65%
Bloomberg-Barclays Agg -0.75% -0.75% -0.75% -4.79% 3.12% 3.10%
VIX Index* 11.44% 11.44% 11.44% -21.16% 6.26% 61.67%
DXY Index* -0.53% -0.53% -0.53% 4.84% -0.94% -5.15%
CRY Index* 5.62% 5.62% 5.62% 40.05% 36.54% 25.77%
EURUSD 0.48% 0.48% 0.48% -5.38% 0.34% 6.79%
USDJPY 0.52% 0.52% 0.52% -9.42% -4.80% -1.35%
Brent 11.31% 11.31% 11.31% 57.13% 41.52% 56.08%
Gold -0.40% -0.40% -0.40% -0.86% 41.00% 50.15%
Bitcoin -8.82% -8.82% -8.82% 19.73% 1,107.00% 4,650.13%

*VIX Index = Chicago Board Options Exchange SPX Volatility Index. *DXY Index = The Dollar Index. *CRY Index = Thomson Reuters / CoreCommodity CRM Commodity Index.

Source: Bloomberg, JP Morgan, Barclays, Merrill Lynch, Chicago Board Options Exchange, Thomson Reuters, MSCI, total returns.
Figures for more than one year are annualised other than in the case of currencies, commodities and the VIX, DXY and CRY which are shown as percentage change.

Continued overleaf 4



WEEKLY INVESTOR RESEARCH

Ashmore

Contact

Head office

Ashmore Investment
Management Limited
61 Aldwych, London
WC2B 4AE

T: +44 (0)20 3077 6000
© @AshmoreEM

www.ashmoregroup.com

Bogota
T: +57 1 316 2070

Dubai
T: +971 440 195 86

Dublin
T: +353 1588 1300

Jakarta
T: +6221 2953 9000

Mumbai
T: +9122 6269 0000

New York
T: +1 212 661 0061

Riyadh
T +966 11 483 9100

Singapore
T: +65 6580 8288

Tokyo
T: +81 03 6860 3777

Other locations
Lima
Shanghai

Bloomberg page
Ashmore <GO>

Fund prices
www.ashmoregroup.com
Bloomberg

FT.com

Reuters

S&P

Lipper

No part of this article may be reproduced in any form, or referred to in any other publication, without the written permission of Ashmore
Investment Management Limited © 2022.

Important information: This document is issued by Ashmore Investment Management Limited (Ashmore), which is authorised and regulated by the Financial Conduct Authority. The
information and any opinions contained in this document have been compiled in good faith, but no representation or warranty, express or implied, is made as to accuracy, completeness
or correctness. Save to the extent (if any) that exclusion of liability is prohibited by any applicable law or regulation, Ashmore, its officers, employees, representatives and agents
expressly advise that they shall not be liable in any respect whatsoever for any loss or damage, whether direct, indirect, consequential or otherwise however arising (whether in
negligence or otherwise) out of or in connection with the contents of or any omissions from this document. Past performance is not a reliable indicator of future results. This document
does not constitute and may not be relied upon as constituting any form of investment advice and prospective investors are advised to ensure that they obtain appropriate independent
professional advice before making any investment.



