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Emerging Markets (EM) can be volatile and lag
developed markets -such as has been the case
over the past decade (see Exhibit 1). Yet while
recent returns have been disappointing, it is not
uncommon to see periods when the reverse is
true. For example the period from 2002-2011 saw
EM outperform US stocks by a whopping 10
percentage points on an annualized basis.
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Averaging the two decades, EM posted an annualized compound return of 9.7%, matching the return of
US stocks. This result is more impressive considering US Markets are roughly five times the size of those
in the developing world.
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What investors may want to consider is the relative size of EM market capitalization relative to their share
of global GDP. The former is just 13% of total stock market value worldwide, while EM economies
represent three times this, or 39% of the world economy. Room to grow in other words, and where
investors may well consider the opportunities to generate returns outside of traditional markets going
forward. (see Pie Chart above).

In addition to changes in size and country composition, EM have undergone important improvements in
their market mechanisms and structures over the past few decades. Many have adopted international
accounting and reporting practices, known as General Accepted Accounting Principles (GAAP). This has
helped improve the reliability and transparency of financial data in emerging markets. More, EM have
become more open to foreign investors due to reduced constraints on capital mobility.

Notwithstanding this, navigating geopolitical events and potential market disruptions is still important when
investing in emerging markets. Russia’s invasion of Ukraine in 2022 provides a stark example. Our view is
that the most effective way to mitigate the geopolitical risks is through an approach that features broad
diversification and a flexible investment process.

Our role when investing client money is to present investment options and discuss the return opportunities
in the context of associated risks. We call it navigating opportunities and we would be remiss if we didn’t
discuss investment alternatives that exist within economies that comprise more than half the world’s
population. A case can be made that as these economies evolve, investors could benefit from exposure to
emerging markets securities.

We look forward to discussing these opportunities at our next review meeting and as always, we welcome
questions or comments on anything in our weekly blog Around the World.

Thanks for reading!
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Mutual Funds and some Segregated Funds provided by the Fund Companies are offered by Martin
Weiler, a representative, through Worldsource Financial Management Inc., sponsoring mutual fund dealer.
Other Products and Services are offered through First Capital Financial Corporation.This email and any
attachments are intended only for the recipient(s) named in this email and may contain personal and/or
confidential information. If you have received this email in error, please email the sender immediately, and
delete the original email. Dissemination, distribution, or copying of all or any part of this message by
anyone other than the intended recipient(s) is not authorized.The information provided in this email and/or
attachment/s is solely for general and educational purposes and is based on the perspectives and
opinions of the owners and writers. It is provided with the understanding that it may not be relied upon as,
nor considered to be, the rendering of tax, legal, accounting, or professional advice. Please consult an
appropriate professional regarding your particular circumstances. References to third party goods or
services should not be regarded as an endorsement of those goods or services. All information provided
is believed to be accurate and reliable, however, we cannot guarantee its accuracy. Commissions, trailing
commissions, management fees and expenses all may be associated with mutual fund investments.
Please read the prospectus and/or the fund facts before investing. Mutual funds are not guaranteed, their
values change frequently and past performance may not be repeated.
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