
Barings Quarterly
REVIEW & OUTLOOK | JANUARY 2018

EM EQUITIES
HIGHLIGHTS
A Supportive Outlook: We are maintaining our 

constructive stance toward emerging markets equities, continuing 

on from the strong turnaround in performance witnessed in 2017. 

As mentioned in our recent viewpoint, this positive view is based 

on our outlook for corporate earnings, attractive valuations and 

investors’ underweight positioning versus the benchmark.

The EM Renaissance: Emerging markets equities are 

enjoying a renaissance that began in 2016 and accelerated in 

2017, marking a strong turnaround following the five painful years 

of underperformance compared to developed markets equities. 

Emerging markets equities consistently outperformed developed 

markets over the course of last year and inflows into the asset 

class remained strong.

Improving Profits: Profit margins are now recovering as productivity growth outpaces real wage growth, with investment 

in labor-saving equipment and a renewed focus on cost management having made a significant impact. Sales performance is also 

improving, due to accelerating real GDP growth across emerging markets and rising producer price inflation in many countries. As a 

result, consensus earnings expectations have broken the pattern of the previous five years to exhibit a steadily rising trend. In 2016, this 

translated into positive earnings growth and 2017 saw earnings growth materially accelerate for the first time since 2011. In our opinion, 

these positive drivers will continue to support corporate profit performance over the coming years.

OUTLOOK
•	 Markets understandably took notice of the inflection in corporate earnings, with flows into emerging markets proving to be strong in 

2017. However, fund flows pale in significance against the substantial amounts redeemed from its peak. Our analysis of global equity 

fund weightings also suggests that investors remain significantly underweight emerging markets versus the benchmark.

•	 Positively, the risk profile of emerging markets has markedly improved as the aggregate current account balance has moved back 

into surplus.

•	 Lastly, relative valuations for emerging markets versus global equities remain attractive, particularly on a price-to-book basis. 

Looking at absolute valuations, we can see that the cyclically adjusted price-to-earnings (CAPE) ratio for emerging markets is 

rebounding off levels that have historically been witness to periods of continued positive returns for investors.

EPS Growth – MSCI Emerging Markets Index

*Forward Looking Estimates
SOURCE: Barings, FactSet, MSCI.  As of December 31, 2017.
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IMPORTANT INFORMATION
The document is for informational purposes only and is not an offer or 
solicitation for the purchase or sale of any financial instrument or service.  The 
material herein was prepared without any consideration of the investment 
objectives, financial situation or particular needs of anyone who may receive 
it. This document is not, and must not be treated as, investment advice, 
investment recommendations, or investment research.

In making an investment decision, prospective investors must rely on their own 
examination of the merits and risks involved and before making any investment 
decision, it is recommended that prospective investors seek independent 
investment, legal, tax, accounting or other professional advice as appropriate. 

Unless otherwise mentioned, the views contained in this document are those 
of Barings. These views are made in good faith in relation to the facts known 
at the time of preparation and are subject to change without notice.  Parts of 
this document may be based on information received from sources we believe 
to be reliable. Although every effort is taken to ensure that the information 
contained in this document is accurate, Barings makes no representation 
or warranty, express or implied, regarding the accuracy, completeness or 
adequacy of the information. 

Any forecasts in this document are based upon Barings opinion of the market 
at the date of preparation and are subject to change without notice, dependent 
upon many factors. Any prediction, projection or forecast is not necessarily 
indicative of the future or likely performance. Any investment results, portfolio 
compositions and/or examples set forth in this document are provided for 
illustrative purposes only and are not indicative of any future investment results, 
future portfolio composition or investments.  The composition, size of, and risks 
associated with an investment may differ substantially from any examples set 
forth in this document.  No representation is made that an investment will be 
profitable or will not incur losses. Where appropriate, changes in the currency 
exchange rates may affect the value of investments. 

Investment involves risks. Past performance is not a guide to future 
performance. Investors should not only base on this document alone to make 
investment decision.  

This document is issued by Baring Asset Management (Asia) Limited.  It has not 
been reviewed by the Securities and Futures Commission of Hong Kong.

Barings is a US$304+ billion* global financial services firm dedicated to meeting the evolving investment and capital needs of our clients. We build lasting 
partnerships that leverage our distinctive expertise across traditional and alternative asset classes to deliver innovative solutions and exceptional service. 

A subsidiary of MassMutual, Barings maintains a strong global presence with over 650 investment professionals and offices in 16 countries.




