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Investing for a
world of change

Key takeaways

— Performance has been earnings-led: Growth
in corporate earnings has underpinned recent
emerging market (EM) equity performance,
albeit thus far concentrated in technology and
semiconductor names.

Archie Hart . o . )
Portfolio Manager — Earnings breadth is improving: EM earnings

per share (EPS) growth leads all major regions.
Technology still retains a meaningful share of
that growth but the breadth of earnings is set to
increase.

— Valuations remain attractive: Absolute
multiples have in fact contracted since the
beginning of 2025 on a price-to-earnings (P/E)
basis. EM continues to trade at a steep discount
to developed markets, particularly the US, where

Varun Laijawalla - ) )
Portfolio Manager the valuation gap is near a 30-year extreme. This

has historically set a strong foundation for EM
outperformance.

— The EM universe has structurally improved:
While concentration has increased, it has
become concentrated in higher quality, privately
run businesses.
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EM still in its multi-year ascent

Emerging markets (EM) equities have continued their impressive rally
in 2026, shrugging off headwinds including the conflict in the Middle
East, sharply oscillating commodity prices and inflationary concerns.
Through July, the MSCI EM index rose by 20%!, exceeding other major
indices, even the tech-focused Nasdag. This outperformance in fact
goes back to the start of 2025, with EM equities returning 60% over this
period, close to double what developed markets delivered. However, it
has been rightly noted that this asset class strength has been narrow,
concentrated in a handful of Asian technology companies at the heart
of the Al cycle, raising the question around its durability. In this paper,
we will seek to allay these concerns, explaining the key reasons we
remain positive regarding the outlook for EM equity investing.

Performance has been earnings-led

It has been a concentrated market, with 81% of index returns in the
second quarter of this year coming from just 10 stocks, drawing parallels
to the market concentration observed during the Covid-era in 2020,
when the top 10 contributed 86% of EM returns?. The underlying driver of
index returns, however, has been earnings growth, rather than multiple
expansion. Admittedly, on a year-to-date basis this has been led by
technology names, but this breakout in earnings is spurring a breakout in
the market. Consensus estimates predict further increases in emerging
market EPS over the next two years, which bodes well for the asset class,
as EPS trends have historically provided a reliable link to equity returns.

Figure 1: EM outperformance has been led by earnings, rather than multiple expansion
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1. Source: MSCI, Bloomberg, Ninety One. 31 July 2026.
2. Source: MSCI, Ninety One. June 2026.
For further information onindices, please see the Important Information section.
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Figure 2: EPS trends have historically provided a reliable link to equity returns
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Source: Bloomberg, Ninety One, June 2026.

Earnings breadth is improving

EM companies are expected to deliver EPS growth of 23.4%3 over the next two years,
leading every other major region. More importantly, the composition of that growth is
broadening; sector earnings contribution data shows that, while technology remains
responsible for a meaningful portion of earnings growth, we are seeing signs of
growth diversifying beyond technology. For instance, a much greater contribution

is expected from consumer discretionary, industrials and financials, so while recent
return concentration has been high, the earnings support behind future returns is
expected to widen.

Figure 3: A broader set of sectors are beginning to share EM’s earnings growth
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Source: Ninety One, FactSet, MSCI EM Earnings Scorecard, data as at 17 July 2026. Q2’26 onward reflects
analyst consensus estimates, not reported results.

3. Source: MSCI, Bloomberg, Ninety One. 30 June 2026.
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Valuations remain attractive

Despite the rally, the MSCI EM index still trades at a meaningful discount

to the MSCI World on both a P/E and P/B basis, and this discount is yet
more extreme when compared to the US. Strikingly, the current EM-

to-US valuation spread sits in the top quintile of historical observations
going back 30 years, with periods of this degree of EM discount having
historically been followed by strong EM outperformance over subsequent
three/five-year windows. Combined with what we believe to be a peaking
US dollar, which has preceded the last two near decade-long cycles where
EM outperformed DM, we suggest these forces argue for a fresh look at
exposure to the asset class.

Figure 4: Despite the recent re-rating, EM’s discount to developed markets remains wide
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Investors are catching on, pouring in US$46.4 billion to EM equities in the

first half of this year, more than the annual average over the last five calendar
years, bringing net flows to nearly US$90 billion over the last 12 months*.
Flows reflect early signs of a turning tide, in light of a more supportive dollar
backdrop and investor appetite to diversify away from concentrated US
exposure. This has been reinforced by stronger fundamentals, including more
credible monetary policy, healthier currency reserves and corporate quality,
alongside structural growth tailwinds, not least its role in the technology
supply chain. EM possesses some of the biggest companies in the tech space,
which have come to dominate a transformed universe in recent years.

4. Source: Ninety One, Morningstar, June 2026.


https://ninetyone.com/en/insights/ai-and-the-return-of-us-equity-supply
https://ninetyone.com/en/insights/the-unstoppable-dollar-meets-the-immovable-mr-trump
https://ninetyone.com/en/insights/the-unstoppable-dollar-meets-the-immovable-mr-trump
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The EM universe has structurally improved

Comparing the MSCI EM index’s top 10 constituents in 2010 versus today is
telling: in 2010 the list was dominated by state-owned oil, mining, telecom
and bank names, with a combined weight of 18.3%. Today’s top 10 carries
41.0% in weight but consists entirely of privately-run businesses with no state
ownership. This trend represents a genuine improvement in governance
quality and competitive positioning in the opportunity set. We believe

that when viewing the characteristics of EM through this lens, the ‘risk” is
concentrated in higher-quality businesses than the index has ever contained,
with positive spillover effects across the universe.

This shift in composition quality is also evident in profitability. In 2010 the
10 largest constituents generated a weighted average return on equity of
23.0%, while the equivalent figure for today’s top 10 is 35.1%. Critically,
this is attributable to a change in index leadership towards a cohort of
structurally more profitable companies.

This increase in concentration also serves as an opportunity for active
managers, who have the flexibility to be selective rather than carry
indiscriminate exposure to large benchmark weights that could have an
outsized impact should they de-rate.

Figure 5: The EM equity universe has significantly improved in quality

2010 Weight (%) SOE Q22026 Weight (%) SOE
Petroleo Brasileiro 3.1 v TSMC 15.1
Samsung Electronics 2.7 Samsung Electronics 9.0
Vale 2.6 v SK Hynix 7.6
Gazprom 1.7 v Tencent 2.7
TSMC 1.5 Alibaba Group 1.6
China Mobile 1.5 v Media Tek 1.6
America Movil 1.5 Delta Electronics 1.0
ltau Unibanco 1.4 SK Square 0.8
E::;g;aéiri]:a()ommerical 1.2 v Hon Hai Precision 0.8
China Construction Bank 11 v HDFC Bank 0.8
Total 18.3 Total 41.0

Source: MSCI, Ninety One. MSCI EM Index 2010 and 30 June 2026. For further information on indices, please see the
Important Information section. SOE = State Owned Enterprise.
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While EM has delivered roughly double the return of developed
markets since the beginning of 2025, allocation data suggests many
investors remain under-weight the asset class. We would suggest

that the structural improvements to a universe in which the earnings
base is broadening, EM’s growth outlook is leading every other major
region, and valuations remain historically cheap, presents a compelling
foundation to consider. A US dollar that appears close to its peak,
which has typically preceded strong EM outperformance, adds further
weight, as does today’s improved EM universe quality.

Given the scale of the opportunity ahead, there is scope to capture a
re-rating that we believe has considerable upside from here.

General risks. The value of investments, and any income generated from them, can fall as
well as rise. Costs and charges will reduce the current and future value of investments. Past
performance does not predict future returns. Investment objectives may not necessarily

be achieved; losses may be made. Target returns are hypothetical returns and do not
represent actual performance. Actual returns may differ significantly. Environmental, social
or governance related risk events or factors, if they occur, could cause a negative impact
on the value of investments.

Specific risks. Geographic/Sector: Investments may be primarily concentrated in
specific countries, geographical regions and/or industry sectors. This may result in wider
fluctuations in the value of the portfolio compared to more broadly invested portfolios.
Emerging market: These markets carry a higher risk of financial loss than more developed
markets as they may have less developed legal, political, economic or other systems. Equity
investment: The value of equities (e.g. shares) and equity-related investments may vary
according to company profits and future prospects as well as more general market factors.
In the event of a company default (e.g. insolvency), the owners of their equity rank last in
terms of any financial payment from that company.



https://ninetyone.com/en/insights/em-equities-a-decade-of-transformation
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Important information

This is a marketing communication for professional investors only. It is not to be distributed to the public or within a country where such distribution
would be contrary to applicable law or regulations.

For further information on our sustainability-related products, please visit the sustainability-related disclosures section within the literature library at
www.ninetyone.com.

The information may discuss general market activity or industry trends and is not intended to be relied upon as a forecast, research or investment
advice. The economic and market views presented herein reflect Ninety One’s judgment as at the date shown and are subject to change without
notice. There is no guarantee that views and opinions expressed will be correct and may not reflect those of Ninety One as a whole, different
views may be expressed based on different investment objectives. Although we believe any information obtained from external sources to be
reliable, we have not independently verified it, and we cannot guarantee its accuracy or completeness (ESG-related data is still at an early stage
with considerable variation in estimates and disclosure across companies. Double counting is inherent in all aggregate carbon data). Ninety One’s
internal data may not be audited. Ninety One does not provide legal or tax advice. Prospective investors should consult their tax advisors before
making tax-related investment decisions.

Nothing herein should be construed as an offer to enter into any contract, investment advice, a recommendation of any kind, a solicitation of clients,
or an offer to invest in any particular fund, product, investment vehicle or derivative. Investment involves risks. Past performance is not indicative of
future performance. Any decision to invest in strategies described herein should be made after reviewing the offering document and conducting
such investigation as an investor deems necessary and consulting its own legal, accounting and tax advisors in order to make an independent
determination of suitability and consequences of such an investment. This material does not purport to be a complete summary of all the risks
associated with this Strategy. A description of risks associated with this Strategy can be found in the offering or other disclosure documents.
Copies of such documents are available free of charge upon request.

In the US, this communication should only be read by Institutional Investors and Financial Advisors (FINRA-registered Broker Dealers). It must not
be distributed to US Persons apart from the aforementioned recipients. Note that returns will be reduced by management fees and that investment
advisory fees can be found in Form ADV Part 2A.

In Australia, this material has been prepared by Ninety One Australia Pty Ltd (AFSL 329636) and is intended for wholesale investors only as defined
under the Corporations Act 2001(Cth).

This material is being sent to you in your capacity as professional investors, institutional investors, other qualified investors as defined
by relevant local laws and regulations and strictly for your internal use only; and should not be reproduced or distributed to any other
persons without prior written consent from Ninety One. If you are not an intended recipient you must ignore this material and take no action
based on the information init. In Hong Kong, it is for professional investors only, issued by Ninety One Hong Kong Limited and has not been reviewed
by the Securities and Futures Commission (SFC). In Singapore, it is for institutional investors only, issued by Ninety One Singapore Pte Limited
(company registration number: 201220398M) and has not been reviewed by the Monetary Authority of Singapore. In the People’s Republic of China
(the “PRC”), it can be directed only at certain eligible PRC investors as prescribed by applicable PRC laws. In Taiwan, it is for professional institutional
investors only. In Indonesia, Thailand, the Philippines and Brunei, it is for institutional investors and other qualified investors only. For Korean and
Malaysian clients this material has been issued to you upon your request, without any marketing or solicitation activities conducted by Ninety

One. Allinformation contained in this material is factual information and does not reflect any opinion or judgment of Ninety One. The information
contained in this material should not be construed as an offer, marketing, solicitation or investment advice with respect to any investment products
or services. The website mentioned in this communication has not been reviewed or approved by any regulatory authority in any Asia jurisdictions,
and may contain information with respect to investments products that may not be registered in some jurisdictions.

Ninety One Botswana Proprietary Limited, Plot 64289, First floor, Tlokweng Road, Fairgrounds, Gaborone, PO Box 49, Botswana, is regulated by
the Non-Bank Financial Institutions Regulatory Authority. In Namibia, Ninety One Asset Management Namibia (Pty) Ltd is regulated by the Namibia
Financial Institutions Supervisory Authority. In South Africa, Ninety One is an authorised financial services provider.

Except as otherwise authorised, this information may not be shown, copied, transmitted, or otherwise given to any third party without Ninety One’s
prior written consent. © 2026 Ninety One. All rights reserved. Issued by Ninety One, August 2026.

Additional information on our investment strategies can be provided on request.

Indices

Indices are shown for illustrative purposes only, are unmanaged and do not consider market conditions or the costs associated with investing.
Further, the manager’s strategy may deploy investment techniques and instruments not used to generate Index performance. For this reason, the
performance of the manager and the Indices are not directly comparable.

If applicable, MSCI data is sourced from/copyright of MSCl Inc., MSCI Solutions LLC, or their affiliates (‘MSCI”), or information providers (together
the “MSClI Parties”). Please note an important disclaimer applies to MSCI data and can be found at: Notice and Disclaimer for Reporting Licenses

| MSCI. For regulatory disclosures mandated under the EU ESG Rating Activities Regulation (Regulation (EU) 2024/3005), please visit www.msci.
com/legal/sustainability-and-climate-resources-and-disclosures for methodology and organizational disclosures and https://one.msci.com for
rating level disclosures.

If applicable, FTSE data is sourced from FTSE International Limited (‘FTSE’) © FTSE 2026. Please note an important disclaimer applies to FTSE data
and can be found at www.ftse.com/products/downloads/FTSE_Wholly_Owned_Non-Partner.pdf
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