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3 Pendal Global Emerging Markets Opportunities Fund

Emerging markets go right or wrong at the country level

• We believe that country-level drivers are a powerful and mostly 

ignored source of alpha in EM equity

• History (including present) of booms, crises and recoveries that 

occur at a country level

• Many drivers of companies/stocks are top-down factors (growth, 

interest rates, currencies, political risk, etc.)

• Bottom-up consensus (and non-specialist ‘tourist’ investors) 

alternatively ignore and then overreact to top-down developments, 

creating opportunity for focused country-driven EM investors

• Central bank minutes are as important as company visits
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Investment philosophy

• Country allocation to be a major driver of outperformance

• High conviction country positioning

• Typically own only 10-12 markets vs 26 in benchmark

Emerging markets go right 

or wrong at the country level

• Make country view override stock view

• Invest in companies that we like top-down as well as bottom-up

• Top-down acts as a filter for stock research

Build stock portfolio 

from the top down

• GARP, limited style tilt

• Very high active share

• All-cap approach but focus on liquidity

Concentrate on leveraging 

country research edge
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Our process is well suited to management by a tight knit team

Are we allocating to this country?

Do we like the sector/theme in this country?

Does the stock trade over USD 1m/day?

Do we like the stock from 

a bottom-up viewpoint?

Yes

Yes

Yes

~50 stocks 
in the portfolio

Yes

20-30 stocks 
on reserve list 

~4,000 stocks
rejected 

No

No

No

No

Perhaps

• We are typically invested in only half 

the markets in the benchmark. 

Additionally, our top-down research 

identifies preferred sectors and 

themes in each of those countries

• We only research stocks that can 

make it into the portfolio. We do not 

cover stocks we are not going to buy 

because we dislike the corporate 

governance, business model, etc

• We typically hold 50 stocks with an 

average holding period of over two 

years. We typically buy only 20 new 

names per year

Pendal Global Emerging Markets Opportunities Fund



EM returning to traditional characteristics

Developed markets
Factor group contributions, 12 month moving average

Emerging markets
Factor group contributions, 12 month moving average

Source: MSCI Barra. Data from December 1997 to 30 December 2022

Divergence of economics, politics and demographics in EM drive greater contribution of country factors than in DM

6 Pendal Global Emerging Markets Opportunities Fund

After style-driven episode in Covid, country factors are re-establishing dominance in EM
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Active investors need an edge to succeed

What important truth do very few 

people agree with you on?

From Zero to One, Thiel (2014)
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Where is the edge?

The dominant weight of money in EM equity is managed the same way:

Where is the edge?

Bottom-up

Analyst-driven 

stock selection 

process

Based on 

company meetings 

and financial

modelling

Strong 

preference for 

quality

Preference for 

attractive 

valuation

Country Factors: an Edge in Emerging Market Equities
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Emerging markets go right or wrong at the country level

• We believe that country-level drivers are a powerful and mostly ignored source of alpha in EM equity

• History (including present) of booms, crises and recoveries that occur at a country level

• Many drivers of companies/stocks are top-down factors (growth, interest rates, currencies, political 

risk, etc.)

• Bottom-up consensus (and non-specialist ‘tourist’ investors) alternatively ignore and then overreact to 

top-down developments, creating opportunity for focused country-driven EM investors

• Much more fun travelling and meeting companies than reading central bank minutes

• Can see this today in Thailand compared to Indonesia
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Reflexivity in EM

Traditional view Soros’ view 
(which we agree with)

Economic 

and political 

fundamentals

Index level /

Share price /

Exchange rate

Economic 

and political 

fundamentals

Index level /

Share price /

Exchange rate
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Reflexivity in EM

Traditional view Our view 
(with thanks to George Soros)

Fundamentals Market

Prices

Economics Politics

Markets
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Thailand and Indonesia: very different political set-ups

• Freedom House Global Freedom Scores: Indonesia 58 Partly Free, Thailand 30 Not Free

• ‘Indonesia, the world’s third-largest democracy, is set to hold its next general election on 14 February 

2024. The poll will decide the country’s president, vice president, People's Consultative Assembly, and 

members of local legislative bodies. Indonesia’s Home Affairs Ministry reports that as many as 204 

million voters are enrolled this time around… The focus this time will be on issues that resonate with 

Gen Z voters. Most of them are university students and would-be job seekers.’ – Lowy Institute, 1 March 

2023 

• ‘Thai election winner blocked from premiership: Senators reject Pita Limjaroenrat’s candidacy as court 

suspends him from parliament’ – Financial Times, 19 July 2023

• ‘…risk that the coups that have characterised Thailand's modern political history will return during our 

forecast period. The military will consequently continue to exercise some influence over the coalition, 

while the PTP's poor track record on governance and corruption will invite closer scrutiny by civil 

society’ – Economist Intelligence Unit, 1 August 2023
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Huge difference in FDI inflows
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Thailand’s business environment is much less attractive to foreign investors
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Indonesian export boom

Source: Bloomberg. Data as at 31 July 2023

Indonesian exports +55% on 2019 level; Thai exports only +15%
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Country Factors: an Edge in Emerging Market Equities
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Current account surplus in Indonesia; deficit in Thailand

Source: Bloomberg. Data as at 30 June 2023. Data is current account balance as % GDP
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Current account balances drive exchange rates

Source: Bloomberg. Data as at 31 July 2023. 

Indonesian Rupiah and Thai Baht Real Effective Exchange Rates
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Exports and investment drive the economy…

Source: Bloomberg. Data as at 30 June 2023.
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…including the consumer

Source: Bloomberg. Data as at 30 June 2023.
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Economic conditions drive corporate earnings

Source: Bloomberg. Data as at 13 August 2023. Indonesian data is for JCI Index, Thai data is for SET Index. 
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Corporate earnings drive equity returns

Source: Bloomberg. Data as at 13 August 2023. Indonesian data is for JCI Index, Thai data is for SET Index. 
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Summary

• Emerging markets go right or wrong at the country level

• Country-level drivers are a powerful and mostly ignored source of alpha in EM equity

• History (including present) of booms, crises and recoveries that occur at a country level

• Many drivers of companies/stocks are top-down factors 

(growth, interest rates, currencies, political risk, etc.)

• Bottom-up consensus (and non-specialist ‘tourist’ investors) alternatively ignore and then overreact to 

top-down developments, creating opportunity for focused country-driven EM investors

Country Factors: an Edge in Emerging Market Equities
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Disclaimer

Issued and approved in the UK by J O Hambro Capital Management Limited (“JOHCML”) which is authorised and regulated by the Financial Conduct 

Authority.  Registered office: Level 3, 1 St James’s Market, London SW1Y 4AH.  

Issued in the European Union by JOHCM Funds (Ireland) Limited (“JOHCMI”) which is authorised by the Central Bank of Ireland. Registered office: 

24 Fitzwilliam Place, Dublin 2, D02 T296..

References to “JOHCM” below are to either JOHCML or JOHCMI as the context requires.

The distribution of this document in jurisdictions other than those referred to above may be restricted by law (“Restricted Jurisdictions”); therefore, 

this document is not intended for distribution in any Restricted Jurisdiction and should not be passed on or copied to any person in such a 

jurisdiction.  No person in any Restricted Jurisdiction should rely on this document and persons into whose possession this document comes who are 

in a Restricted Jurisdiction should inform themselves about and observe any such restrictions.  Any such distribution could result in a violation of the 

law of such jurisdictions.  

The information in this document does not constitute, or form part of, or contain, any offer to sell or issue, or any solicitation of an offer to purchase or 

subscribe for, or any invitation to purchase, shares in the funds described in this document; nor shall this document, or any part of it, or the fact of its 

distribution form the basis of, or be relied on, in connection with any contract. Potential investors requiring information about the funds described 

herein should refer to the prospectus and key investor information document relating to those funds, which are in the English language, and available 

from JOHCMI, or (for UK investors) JOHCML, at the addresses set out above.  Recipients of this document who intend to subscribe for shares in any 

of the funds described herein are reminded that any such purchase may only be made solely on the basis of the information contained in the 

prospectus and key investor information document.  The information stated in this document is not final, and may be superseded by the time any 

investor subscribes.  In the event of any inconsistency, the prospectus and key investor information document will be the most up-to-date and will 

take priority.  Accordingly, no reliance may be placed for any purpose whatsoever on the information contained in this document.

No representation or warranty, express or implied, is made or given by or on behalf of JOHCM or any other person as to the accuracy or 

completeness of the information or opinions contained in this document, and no responsibility or liability is accepted for any such information or 

opinions (but so that nothing in this paragraph shall exclude liability for any representation or warranty made fraudulently).

Investments fluctuate in value and may fall as well as rise and investors may not get back the value of their original investment.

The information contained herein including any expression of opinion is for information purposes only and is given on the understanding that it is not 

a recommendation.

J O Hambro Capital Management Limited. Registered in England No:2176004. Authorised & regulated by the Financial Conduct Authority. 

Registered office: Level 3, 1 St James’s Market, London SW1Y 4AH, United Kingdom.

The registered mark J O Hambro® is owned by Barnham Broom Holdings Limited and is used under licence.  JOHCM® is a registered trademark of 

J O Hambro Capital Management Limited.

For more information,

call us 1300 346 821

or visit www.pendalgroup.com
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Disclaimer

The information in this document does not constitute, or form part of, any offer to sell or issue, or any solicitation of an offer to purchase or 

subscribe for strategies described in this document; nor shall this document, or any part of it, or the fact of its distribution form the basis of, or be 

relied on, in connection with any contract. Recipients of this document who intend to subscribe to any of the strategies are reminded that any 

such purchase may only be made solely on the basis of the information contained in the final prospectus, which may be different from the 

information contained in this document.  No reliance may be placed for any purpose whatsoever on the information contained in this document or 

on the completeness, accuracy or fairness thereof.

No representation or warranty, express or implied, is made or given by or on behalf of the Firm or its partners or any other person as to the 

accuracy, completeness or fairness of the information or opinions contained in this document, and no responsibility or liability is accepted for any 

such information or opinions (but so that nothing in this paragraph shall exclude liability for any representation or warranty made fraudulently).

The distribution of this document in certain jurisdictions may be restricted by law; therefore, persons into whose possession this document comes 

should inform themselves about and observe any such restrictions.  Any such distribution could result in a violation of the law of such 

jurisdictions.  

The information contained in this presentation has been verified by the firm. It is possible that, from time to time, the fund manager may choose to 

vary self imposed guidelines contained in this presentation in which case some statements may no longer remain valid. We recommend that 

prospective investors request confirmation of such changes prior to investment. Notwithstanding, all investment restrictions contained in specific 

fund documentation such as prospectuses, supplements or placement memoranda or addenda thereto may be relied upon. 

Investors should note that this strategy invests in emerging markets and such investments may carry risks with failed or delayed settlement and 

with registration and custody of securities. Companies in emerging markets may not be subject to accounting, auditing and financial reporting 

standards or be subject to the same level of government supervision and regulation as in more developed markets. Government involvement in 

the economy may affect the value of investments in certain emerging markets and the risk of political instability may be high. The reliability of 

trading and settlement systems in some emerging markets may not be equal to that available in more developed markets which may result in 

problems in realising investments. Lack of liquidity and efficiency in certain of the stock markets or foreign exchange markets in certain emerging 

markets may mean that from time to time the Investment Manager may experience difficulty in purchasing or selling holdings of securities. 

Furthermore, due to local postal and banking systems, no guarantee can be given that all entitlements attaching to quoted and over-the counter 

traded securities acquired by this strategy, including those related to dividends, can be realised.

Investments fluctuate in value and may fall as well as rise and that investors may not get back the value of their original investment.

Past performance is not necessarily a guide to future performance.

The Investment Manager may undertake investments on behalf of the strategy in countries other than the investors’ own domicile. Investors 

should also note that changes in rates of exchange may cause the value of investments to go up or down.

Sources for all data: JOHCM/Bloomberg/Lipper/MSCI Group (unless otherwise stated).

For more information,

call us 1300 346 821

or visit www.pendalgroup.com
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Disclaimer (cont.)

The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a 

basis for or a component of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment 

advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. Historical data 

and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI 

information is provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, 

each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively, the 

“MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, 

timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the 

foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, 

without limitation, lost profits) or any other damages. (www.msci.com) 

For more information,

call us 1300 346 821

or visit www.pendalgroup.com
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Disclaimer

This presentation has been prepared by Pendal Funds Services Limited (Pendal) ABN 13 161 249 332, AFSL No 431426 and the 

information contained within is current as at 31 July 2023. It is not to be published, or otherwise made available to any person 

other than the party to whom it is provided.

PFSL is the responsible entity and issuer of units in the Pendal Global Emerging Market Opportunities Fund (Fund) ARSN: 

159605811. A product disclosure statement (PDS) is available for the Fund and can be obtained by calling 1300 346 821 or 

visiting www.pendalgroup.com. The Target Market Determination (TMD) for the Fund is available at www.pendalgroup.com/ddo. 

You should obtain and consider the PDS and the TMD before deciding whether to acquire, continue to hold or dispose of units in 

the Fund. 

An investment in the Pendal Global Emerging Market Opportunities Fund is subject to investment risk, including possible delays 

in repayment of withdrawal proceeds and loss of income and principal invested.

This presentation is for general information purposes only, should not be considered as a comprehensive statement on any 

matter and should not be relied upon as such. It has been prepared without taking into account any recipient’s personal 

objectives, financial situation or needs. Because of this, recipients should, before acting on this information, consider its

appropriateness having regard to their or their clients’ individual objectives, financial situation and needs. This information is not 

to be regarded as a securities recommendation.

The information in this presentation may contain material provided by third parties, is given in good faith and has been derived

from sources believed to be accurate as at its issue date. While such material is published with necessary permission, and while

all reasonable care has been taken to ensure that the information in this presentation is complete and correct, to the maximum 

extent permitted by law neither Pendal nor any company in the Pendal group accepts any responsibility or liability for the 

accuracy or completeness of this information. 

For more information, please call Customer Relations on 1300 346 821 8.00am to 6:00pm (Sydney time) or visit our website 

www.pendalgroup.com

For more information,

call us 1300 346 821 

or visit www.pendalgroup.com
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