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Talking EM equities

While EM stock-market leadership has been
narrow, earnings are growing, valuations are
relatively low and there are encouraging signs that
returns are broadening.

There continue to be sufficient high-quality,
underappreciated businesses to build an actively
managed, diversified portfolio from either the EM
or the EM ex-China universe.

Equity-market style leadership within EM equities
has widened and rotations have become more
frequent: that makes a core approach particularly
suited to the asset class.

Many emerging markets are relatively untouched
by Al mania and offer potential refuge from the
elevated expectations in tech-heavy markets.
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Emerging markets (EM) equities have continued to power
ahead in 2026, shrugging off the conflict in the Middle East,
volatile commodity prices and inflation concerns. Since the
start of 2025, the asset class has delivered about double
the return of developed market equities’.

A trip to the US over the summer to speak with allocators
highlighted strong interest in EM equities. But it also flagged
important questions about investing in this dynamic and
recently underexplored part of the stock market.

The concentration
question

Q2 of 2026 saw 81% of EM equity index returns coming from
just 10 stocks?, primarily technology and semiconductor
businesses. This is not unprecedented: the top 10 contributed
86% of EM returns in COVID-impacted 2020. But some
investors have queried whether EM outperformance is part
of an Al bubble, rather than an EM story per se.

1. Source: MSCI, Bloomberg; 18 months to 30 June 2026.
2. Source: MSCI, Ninety One. June 2026.
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While the returns from EM equity markets have been
narrow, their strong performance has been built on a solid
foundation of earnings growth (see our paper on the EM
equity opportunity). The consensus expects this growth
to continue, leading all major regions at 23% over the

next two years®. Put simply, EM share prices have gone

up because EM companies are seeing revenues increase,
not because the shares have become more expensive.

In fact, EM equities continue to trade at a meaningful
discount to the MSCI World Index*, and especially relative
to US equities. The valuation gap now sits in the top quintile
of observations over the last 30 years, a discount that
has historically preceded strong EM outperformance over
subsequent three- to five-year periods.

Second, while technology remains responsible for much of
the earnings growth, the trend towards higher profitability
appears to be spreading. Within the EM equity universe,
the consensus expects a larger contribution to earnings
growth from consumer discretionary, industrials and
financials in the coming quarters and beyond. It is worth
noting that today’s concentration looks very different

in kind from that of the past: in 2010, the index’s top 10
constituents were dominated by state-owned oil, mining,
telecom and bank businesses; today’s top 10 are alll
privately-run businesses with solid average profitability.

In other words, these are structurally better businesses
than the EM equity asset class has ever contained. Given
all this, in the EM equity portfolio | co-manage, we have
been leaning into the rally while actively managing risks,
for example by reducing our active weight in information
technology over recent months®.

That has meant trimming the most richly-valued names
into share-price strength and diversifying our technology
exposure across the Al/semiconductor supply chain
(please note the portfolio may change significantly in a
short period of time).

Source: Bloomberg, Ninety One. June 2026

Source: Bloomberg, Ninety One, June 2026. For further information on indices, please see the Important information section.
Allinvestments carry the risk of capital loss and past performance does not predict future returns. The portfolio may change significantly
over a short space of time.
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https://ninetyone.com/en/insights/em-still-in-its-multi-year-ascent
https://ninetyone.com/en/insights/reassessing-emerging-market-equity-allocations
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The China question

‘EM or EM ex-China?’ This is a common question among
allocators in the US and elsewhere. The first thing to say
is that the difference between an EM and an EM ex-China
portfolio has narrowed significantly: China’s weight in the
MSCI EM Index® has fallen from around 40% in 2020 to
21% today’. And whether China is included or excluded,
an EM portfolio can be diversified across a broad range
of structural growth opportunities, macroeconomic
conditions and interest-rate cycles.

From the perspective of a bottom-up stock-picker
managing mandates across both opportunity sets,

| can attest that there are sufficient high-quality,
underappreciated businesses to build an actively managed,
diversified portfolio from either universe. The EM ex-China
opportunity set is large and liquid enough to manage
conviction-driven portfolios without restraint.

Asia remains the dominant region in both EM and EM
ex-China portfolios, with the three largest constituents
(Taiwan, South Korea and India) accounting for about
75% of the MSCI EM ex-China index. This means
substantial exposure to Asia’s manufacturing and
technology powerhouses, including many of the ‘Secret
7’ and India’s domestic growth story in both an EM

and an EM ex-China portfolio. Nevertheless, removing
China increases exposure to Europe, the Middle

East and Africa. By sector, EM ex-China up-weights
information technology and financials, and down-weights
communications services and consumer discretionary
(including internet and e-commerce).

From a return perspective, between 2011 and 2025 MSCI’s
EM and EM ex-China benchmarks traded pole position for
calendar year returns (the current score is 8 to 6 in favour of
the broader EM portfolio). The overall result for an investor
who had held for the full period would have been similar.

In summary, | do not believe there are any penalties

in terms of diversification, return potential or liquidity

for choosing EM or EM ex-China. The choice instead
allocates exposures across different opportunities in the
EM equity universe. See here for more on this.

6.  For further information on Indices, please see the Important Information section.
7. Source:MSCI, July 2026.


https://ninetyone.com/en/insights/the-secret-seven-undervalued-firms-at-the-heart-of-ai-infrastructure
https://ninetyone.com/en/insights/the-secret-seven-undervalued-firms-at-the-heart-of-ai-infrastructure
https://ninetyone.com/en/insights/em-ex-china-opening-doors-to-different-opportunities
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The portfolio question

During my time in the US, | had several conversations about
what type of active management is suited to the EM equity
asset class. With volatility and factor rotations an inherent
part of EM equities, | believe that generating consistent
alpha through the cycle requires an all-weather investment
approach, with a focus on stock-specific risk as the
dominant contributor to tracking error.

This has become more important as equity-market style
leadership within EM equities has widened and rotations
have become more frequent. By casting a wide net across
styles, sectors and regions, a core, bottom-up investment
process increases the breadth of opportunities.

The ‘what next?’ question

When thinking about the outlook for EM equities, the

Al trade is clearly front of mind. The debate rages over
whether this is a bubble or the birth of an era-defining new
technology. For us, the question is more nuanced. The real-
world impact of new technologies is immense over time,
but stock market investors often see a period of reduced
returns after the initial heightened sentiment has passed.
Our concerniis that, in the short-term, market euphoria
has untethered market participants from more rational
expectations of longer-term returns. But it is important

to note that the bubble manifests in different ways in
different regions.

Our priority is to effectively manage the risks as the
market transitions over time from its current euphoria

to more rational expectations. We are comforted in this
by still-attractive valuations in EMs and a diverse market
landscape, with many markets less exposed to recent Al
mania and thus potentially providing a relative refuge from
the elevated expectations in tech-dominated markets.
Examples include India, the Middle East and South America.
In short, EM equities’ combination of earnings-backed
growth, relative valuation support and wide diversity gives
active managers plenty of room to navigate the Al cycle.



Important information

This is a marketing communication for professional investors only. Past performance should not be taken as a guide to the future. Investment
involves risks; losses may be made.

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.

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, September 2026.

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, MSCl data is sourced from/copyright of MSCI Inc., MSCI Solutions LLC, or their affiliates (“MSCI”), or information providers (together
the “MSCI 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

Investment Process

Any description or information regarding investment process is provided for illustrative purposes only, may not be fully indicative of any present or
future investments and may be changed at the discretion of the manager without notice. References to specific investments, strategies or
investment vehicles are for illustrative purposes only and should not be relied upon as a recommendation to purchase or sell such investments or to
engage in any particular Strategy. Portfolio data is expected to change and there is no assurance that the actual portfolio will remain as described
herein. There is no assurance that the investments presented will be available in the future at the levels presented, with the same characteristics or
be available at all. Past performance is no guarantee of future results and has no bearing upon the ability of Manager to construct the illustrative
portfolio and implement its investment strategy or investment objective.


https://www.msci.com/legal/notice-and-disclaimer-for-reporting-licenses
https://www.msci.com/legal/notice-and-disclaimer-for-reporting-licenses
https://research.ftserussell.com/products/downloads/FTSE_Wholly_Owned_Non-Partner.pdf

Australia

Level 28 Suite 3, Chifley Tower
2 Chifley Square

Sydney, NSW 2000
Telephone: +612 9160 8400
australia@ninetyone.com

Botswana

Plot 64289, First floor

Tlokweng Road, Fairgrounds
Gaborone

PO Box 49

Botswana

Telephone: +267 318 0112
botswanaclientservice@ninetyone.com

Channel Islands

PO Box 250, St Peter Port
Guernsey, GY1 30QH

Telephone: +44 (0)1481710 404
enquiries@ninetyone.com

Germany

Bockenheimer Landstrale 23
60325 Frankfurt am Main
Telephone: +49 (0)69 7158 5900
deutschland@ninetyone.com

Hong Kong
Suites 1201-1206, 12/F
One Pacific Place

88 Queensway, Admiralty
Telephone: +852 28616888
hongkong@ninetyone.com

Luxembourg

2-4, Avenue Marie-Thérese
L-2132 Luxembourg
Telephone: +352 2812 77 20
enquiries@ninetyone.com

Namibia

Am Weinberg Estate
Winterhoek Building

1st Floor, West Office

13 Jan Jonker Avenue
Windhoek

Telephone: +264 (61) 389 500
namibia@ninetyone.com

Netherlands

Johan de Wittlaan 7

2517 JR Den Haag
Netherlands

Telephone: +3170 7013652
enquiries@ninetyone.com

Singapore

138 Market Street
CapitaGreen #27-02
Singapore 048946
Telephone: +65 6653 5550
singapore@ninetyone.com

www.ninetyone.com

South Africa

36 Hans Strijldom Avenue
Foreshore, Cape Town 8001
Telephone: +27 (0)219011000
enquiries@ninetyone.com

Sweden

Vastra Tradgardsgatan 15,
11153 Stockholm

Telephone: +46 8 502 438 20
enquiries@ninetyone.com

Switzerland

Dufourstrasse 49

8008 Zurich

Telephone: +4144 262 00 44
enquiries@ninetyone.com

United Kingdom

55 Gresham Street

London, EC2V 7EL

Telephone: +44 (0)20 3938 1900
enquiries@ninetyone.com

United States

Park Avenue Tower, 65 East 55th Street
New York, 10022

US Toll Free: +1800 434 5623
usa@ninetyone.com

Telephone calls may be recorded for training, monitoring and regulatory purposes

and to confirm investors’ instructions.

For more details please visit www.ninetyone.com/contactus

MACS21056

CS_103109/2026



