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Agenda 

• Two myths 

• Two truths 

• Two developments 
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Two myths 

1. High GDP growth correlates with performance 

Relative cumulative performance  

*Based on quantitative simulations where emerging countries are ranked every month-end according to their consensus real GDP growth and then their return measured in the 

following month. The ‘Lowest Real GDP Growth’ is composed of the four countries with the lowest consensus real GDP growth while the ‘highest Real GDP Growth’ is composed of 

the four countries with the highest consensus real GDP growth. Period: December 1994 to August 2015. Source: Barings August 2015. 

High real GDP growth = High real disappointment 
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Two myths 

2. There’s no performance in falling markets 

Magnit, MSCI Emerging Markets and MSCI Russia Performance - USD 

Source: MSCI data 
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Magnit 

Leading Russian food retailer 

• Leading food retailer in Russia with unique 

geographic coverage and distribution capabilities 

• Sustained profit growth underpinned by healthy 

profit margins and continued market share gains 

• Fast-paced store expansion supported by solid 

balance sheet 

 

Source: Magnit, Barings, December 2014 

Please refer to Important Information 

Company Scorecard Magnit 

Quality Franchise 1.0 

Management 1.0 

Balance sheet 1.0 

Overall 1.0 

Growth Last three years 1.0 

Next 12 months 1.0 

CAGR next five years 1.0 

Overall 1.0 

Upside Market measure 3.0 

Static measure 2.0 

Discounted earnings 3.0 

Overall 2.7 

Stock score 1.6 

http://www.forbes.com/international/
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Two truths 

1. It’s all about the companies 

The active return of emerging market stocks is decomposed into country, sector and stock component by running a regression where the active return of each stock is the dependent 

variable and the active returns of the country and sector are the independent variables. The regression is based on five years rolling data (monthly)  

Period: June 1996 to August 2015. Source: Barings August 2015 

Decomposition of returns between countries sectors and stocks 
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Two truths 

1. It’s all about the companies 

Maruti Suzuki, MSCI AW Automobiles & components and Volkswagen AG - USD 

Source: MSCI data 

Great companies perform in weak sectors 
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Two truths 

2. It’s all about earnings 

*Based on quantitative simulations where emerging stocks are ranked every month-end according to their  5 years EPS growth (trailing) and then their return measured in the following 

12 months. The ‘High Growth’ is composed of the 20% of stocks with the highest  trailing EPS growth while the ‘Low Growth’ is composed of the stocks with the lowest  trailing EPS 

growth. Period: December 1994 to August 2015. Source: Barings August 2015 

High EPS growth = High return 
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Two developments 

1. Emerging Market investing is changing 

Source: MSCI data 

 

Not a single stock in the top 15 in 1995 is still in the top 15 today 

1995 2005 2035 

1. Genting Malaysia 

2. Tenaga Nasional 

3. YTL Corp 

4. Telekom Malaysia 

5. Telecomunicacoes Brasileiras 

6. Malayan Banking 

7. Telefonos de Mexico 

8. PT Telekomunikasi Indonesia 

9. Centrais Eletricas Brasileiras  

S.A. - Eletrobras 

10. De Beers Consolidated Mines 

11. SABMiller 

12. Bangkok Bank Public Company 

13. Vale SA 

14. Malaysian Airline System 

15. YPF SA 

 

1. Samsung Electronics 

2. Taiwan Semiconductor Manufacturing 

3. Tencent Holdings 

4. China Mobile 

5. China Construction Bank 

6. Naspers 

7. Industrial and Commercial Bank of China 

8. Hon Hai Precision Industry 

9. Bank of China 

10. Infosys 

11. America Movil SAB 

12. Housing Development Finance 

13. Ping An Insurance 

14. China Life Insurance 

15. Gazprom 

1. ? 

2. ? 

3. ? 

4. ? 

5. ? 

6. ? 

7. ? 

8. ? 

9. ? 

10. ? 

11. ? 

12. ? 

13. ? 

14. ? 

15. ? 

1998 

Genting  

Malaysia 

2001 

De Beers  

Consolidated Mines 

2000 

America  

Movil SAB 

2003 

Hyundai  

Motor 

Year 

America 

Movil SAB 

Year 

Samsung 

Electronics 

Year 

Gazprom 

Year  

Hon Hai Precision 

Industry 

?? ?? ?? 
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Two developments  

2. Globalisation of companies 

Source: Barings 

Companies are increasingly unconstrained by country boundaries 

Born in France Listed in Hong Kong 

Highest Growth  

is in Russia 

Largest customer 

base is Chinese 

https://commons.wikimedia.org/wiki/File:Blank_map_cities_shaded.PNG
https://mimagazine.net/competitions/win-a-loccitane-gift-set-closes-2607/
http://www.thetimes.co.uk/tto/business/industries/retailing/article3076614.ece
http://www.worldofwanderlust.com/10-of-the-worlds-best-skylines/
http://colnect.com/en/functional_cards/functional_card/11943-Club_of_beauty_LOccitane-LOccitane-LOccitane-Russia
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Resources/  
Mining /  

Agriculture 

Europe /  
EAFE  

small cap 

Europe 

Latin 
America 

MENA /  
Frontiers 

Eastern  
Europe / Russia 

ASEAN  
Frontiers 

Hong Kong 
China /  
China A 

India 

Japan 

Korea 

Summary 

Equity strategies 

Asia ex Japan Global /  

EAFE 

Global Emerging 

All cap 

SMID 

Source: Barings 
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Summary 

Forget about macro 

Forget about markets 

It’s all about growth and the globalisation of companies 

 

 

 

 
 
 
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Important information 

This document is issued by Baring Asset Management (Asia) Limited. This document is intended for receipt solely by persons who are professional investors/advisors 

and must not be circulated or distributed to other persons.  The information in this document does not constitute investment, tax, legal or other advice or 

recommendation or, an offer to sell or an invitation to apply for any product or service of Baring Asset Management. We reasonably believe that the information 

contained herein is accurate as at the date of publication but no warranty (express or implied) or guarantee is given as to accuracy. The information and any opinions 

expressed herein may change at any time.  This document must not be used, or relied on, for purposes of any investment decisions. Baring Asset Management group 

and its affiliates/staff may own or have positions in any investment mentioned herein or any investment related thereto and from time to time add to or dispose of any 

such investment. This document may include forward-looking statements which are based on our current opinions, expectations and projections as of the date on the 

cover hereof.  We undertake no obligation to update or revise any forward-looking statements.  Actual results could differ materially from those anticipated in the 

forward-looking statements. 

Transactions in derivative instruments may be used to meet the investment objectives of the Fund and may therefore lead to higher volatility to its net asset value and 

may involve a greater degree of risk than is the case with conventional securities. 

A portion of the fund’s portfolio is invested into emerging markets and investors should be aware of the risk associated with such investments. 

Investment involves risks.  The price of units may go down as well as up and the past performance does not indicate future performance. Investors should read the 

offering documents for details and the risk factors.  Investors should not base on this document alone to make investment decisions. Past performance is not a guide to 

future performance. This document has not been reviewed by the Securities and Futures Commission of Hong Kong. 

 

Research material 

Baring Asset Management only produces research for its own internal use.  Where details of research are provided in this document it is provided as an example of 

research undertaken by Baring Asset Management and must not be used, or relied upon, for the purposes of any investment decisions.  The information and opinions 

expressed herein may change at anytime. 

 


