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Recovery from COVID-19

We forecast a much deeper global GDP recession than in 2009.
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Recovery from COVID-19

The Dollar is very elevated versus non-China EM & flows are weak.
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Recovery from COVID-19

EM continues to suffer from foreign investor over-positioning.
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Recovery from COVID-19

The EM growth model faces big challenges in many places.
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China: Easy Money & Return On Assets
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CHINA:
NON-FINANCIAL RETURN ON ASSETS**
(EBITDA / TOTAL ASSETS FOR A-SHARE COMPANIES)

% %

CHINA:
ANNUAL CHANGE IN BROAD MONEY* AS A % OF GDP

% of
GDP

% of
GDP

*BCA CALCULATION; TOTAL OF NON-FINANCIAL INSTITUTIONS HOUSEHOLDS DEPOSITS, OTHER FINANCIAL CORPORATIONS, OTHER LIABILITIES AND
RESERVE MONEY OF NON-FINANCIAL INSTITUTIONS AT PBOC; SOURCE: PBoC
**SOURCE: WORLDSCOPE

2020
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EM Ex-China: Easy Money & Return On Assets
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NON-FINANCIAL RETURN ON ASSETS**
(EBITDA / TOTAL ASSETS)

% %

EMERGING MARKETS EXCLUDING CHINA,
KOREA AND TAIWAN*:

ANNUAL CHANGE IN LOCAL CURRENCY BROAD MONEY AS A % OF GDP
% of
GDP

% of
GDP

*EQUITY MARKET-CAP WEIGHTED AGGREGATE OF 16 EMERGING ECONOMIES
**SUM OF 16 EMERGING ECONOMIES; SOURCE: WORLDSCOPE
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Easy Money = Poor Equity Performance
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EMERGING MARKETS

STOCK PRICES IN US$

CHINA INVESTABLE EX-TMT*

*EXCLUDES IT SECTOR BEFORE DEC 2018 AND EXCLUDES IT, MEDIA & ENTERTAINMENT AND INTERNET & DIRECT MARKETING RETAIL AS OF DEC. 2018
NOTE: BOTH SERIES ARE REBASED TO 100 ON JAN 2006; SOURCE: MSCI Inc. (SEE COPYRIGHT DECLARATION)
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US:
ANNUAL CHANGE IN BROAD
MONEY AS A % OF GDP

% of
GDP

% of
GDP

2020 2020
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EMERGING MARKETS EXCLUDING
CHINA, KOREA AND TAIWAN*:
ANNUAL CHANGE IN LOCAL
CURRENCY BROAD MONEY
AS A % OF GDP

% of
GDP

% of
GDP

*SHOWN AS A 3-MONTH MOVING AVERAGE;
EQUITY MARKET CAP-WEIGHTED OF 16 EMERGING MARKET ECONOMIES

17%
of GDP

Only 6.2%
of GDP

Soft-Budget Policies Will Likely Become
Structural In The US



Shape Your ConvictionTM

5

EM Currency & Equity Valuations
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EMERGING MARKETS
EXCLUDING CHINA, KOREA & TAIWAN*
REAL EFFECTIVE EXCHANGE RATE**

MEAN
+/- 1/2 STANDARD DEVIATIONS

*EQUITY MARKET CAP WEIGHTED OF 16 DEVELOPING ECONOMIES
**AVERAGE OF PRODUCER PRICE INDEX AND CONSUMER PRICE
INDEX MEASURES; SOURCE: J.P. MORGAN CHASE & Co
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CYLICALLY-ADJUSTED P/E*:
EMERGING MARKETS
RELATIVE TO US

*CALCULATED AS EM AND US STOCK PRICES AND EPS IN US DOLLAR
TERMS, AND DEFLATED BY US CONSUMER PRICE INFLATION;
SOURCE: MSCI Inc. (SEE COPYRIGHT DECLARATION)
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