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Emerging Markets in Times of Global Uncertainty
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Opportunities in Emerging Markets

Past performance does not guarantee future results.

Source: Bloomberg
In US$ terms. Returns for less than one year are not annualized. 
The potential long-term impacts of the pandemic remain uncertain and difficult to assess, and there is no assurance that a particular business strategy or product will limit potential investment losses.

GULF WAR AND YUGOSLAVIA AFTER TECH BUBBLE AND 9/11 GLOBAL FINANCIAL CRISIS COVID 
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Emerging Markets Central Banks Are Not behind the Curve on Inflation

Source: Bloomberg, FactSet, and Thornburg (as of 31 December 2022)
“Developed Market (DM) Basket” includes: U.S., Germany, UK, Japan and Australia (~83% total index) 
“Emerging Market (EM) Basket” includes:10 largest country weights in MSCI EM Index (~93% of total index)

REGIONAL POLICY RATES AND INFLATION REGIONAL REAL RATES

0%

2%

4%

6%

8%

10%

EM Basket: Weighted Policy Rate DM Basket: Weighted Policy Rate
EM Basket: Inflation YoY DM Basket: Inflation YoY

-8%

-6%

-4%

-2%

0%

2%

4%

EM Basket: Real Rates

DM Basket: Real Rates



This material is for investment professional use only. 5

Opportunities in Emerging Markets

Source: Bloomberg (as of 31 December 2022)

Emerging Markets Valuations Are Attractive Relative to Developed Markets

EM REACHED A 24% DISCOUNT TO DM ON A P/E BASIS
PRICE TO EARNINGS

…AND 41% ON A P/B BASIS
PRICE TO BOOK
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Source: Pew Research Center and Bloomberg

Power of the Middle Class
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Smartphone Adoption Has Reduced Economic Friction 
and Enabled New Business Models
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Source: Company data, Credit Suisse estimates
The securities mentioned is for illustration purposes only. Holdings are subject to change. Under no circumstances does the information contained within represent a recommendation to buy or sell any security. 
It should not be assumed that any of the referenced securities were or will be profitable or that the investment decisions we make in the future will be profitable.

 Provided banking services 
to the underbanked

 Created new types of jobs 
(ridesharing, food delivery, 
SME growth)

 Driven eCommerce/
digital consumption



EM Indices Have Started to Reflect These Shifts
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MSCI EM Index: Historical Sector Weights

Source: Bloomberg

0

5

10

15

20

25

30

Financials Information
Technology

Materials Energy Communication
Services

Consumer
Staples

Consumer
Discretionary

Industrials Utilities Real Estate Health Care

2012 2022 MSCI World Weighting (2022)



In Seven Years, 50% Of the Global Middle Class Will Reside 
in Emerging Markets

10
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…which results in significant implications to future GDP and market capitalization contribution

This material is for investment professional use only. 
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STRONG
BUSINESSES

ATTRACTIVE 
VALUATION

PATHS TO  
SUCCESS

Ideal
Company

Focus on Strong Business
An active approach to finding great opportunities

40-60 
PORTFOLIO HOLDINGS

~400 COMPANIES

We analyze:

Earnings power under a variety of positive and 
negative medium-term scenarios

External factors which may impact our forecasts and 
valuation multiples

Current valuation compared to own history and peers

Valuation metrics: 
P/E, P/B, EV/EBITDA, free cash flow yield

Identifiable fundamental milestones

Well-defined timeline

Achievable market expectations

Ability to self-fund 
growth

Conservative 
capital structure

We analyze:

Strong position in its market(s) and 
value chain

Robust corporate governance

Quality of management team

Opportunities in Emerging Markets



 Focus on style 
diversification helps us to 
remain balanced

 No need to “time” the 
market cycle

 Forced to maintain 
awareness of relative value 
across market

This material is for investment professional use only. 13

For illustration purposes only. Not representative of an actual investment.

Emerging Markets Core Portfolio
Strong businesses complement each other through the market cycle

EARNINGS RECOVERY
Strategy Expectations 
Market Expectations

STRONGER FOR LONGER
Strategy Expectations 
Market Expectations

HIGH POTENTIAL
Strategy Expectations 
Market Expectations

Consistent Earner

Basic Value

Emerging Franchise

Fr
ee
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h 
Fl

ow

Time

Market underappreciates 
the durability of business

Market underappreciates 
the recovery potential

Market underappreciates the 
size of the opportunity

Opportunities in Emerging Markets



Case
Studies



Identifying Opportunities in Dynamic Markets Requires a Flexible Perspective

SEMICONDUCTOR 
FOUNDRY SME LENDER

QUICK SERVICE 
RESTAURANTS RENEWABLE ENERGY

GICS Sector
Information 
Technology

Financials
Consumer 

Discretionary
Utilities

Strong Position in Market/Value Chain?    
Attractive Price- to-Value?    
Strong Brand Equity?    
Clear and Consistent Operational Execution?    
Industry Innovator?    
Conservative Capital Structure?    
Structural Tailwinds that  Support Future Growth?    
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The securities mentioned is for illustration purposes only. Holdings are subject to change. Under no circumstances does the information contained within represent a recommendation to buy or sell any security. 
It should not be assumed that any of the referenced securities were or will be profitable or that the investment decisions we make in the future will be profitable.

This material is for investment professional use only. 
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Past performance does not guarantee future results.

Source: Bloomberg and company reports
The securities mentioned is for illustration purposes only. Holdings are subject to change. Under no circumstances does the information contained within represent a recommendation to buy or sell any security. 
It should not be assumed that any of the referenced securities were or will be profitable or that the investment decisions we make in the future will be profitable.

Yum China: A Coiled Spring, Early in its Rebound
Restaurants’ revenue & profitability have been depressed by lockdowns, but share price will eventually reflect the 
underlying earnings power 

China was 
mostly open

2019-2022 
Rev/Store -18%

Net Income -16%

2022-2026 
Rev/Store +50%

Net Income +100%

China begins locking 
down again

China begins 
reopening
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EARNINGS POWER TO RECOVER W/ RE-OPENING
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Identifying Opportunities in Dynamic Markets Requires a Flexible Perspective 

ECOMMERCE HOSPITAL CHAIN AIRPORT GROCERY RETAIL

GICS Sector
Consumer 

Discretionary
Healthcare Providers Industrials

Consumer 
Staples

Strong Position in Market/Value Chain?    
Attractive Price- to-Value?    
Strong Brand Equity?    
Clear and Consistent Operational Execution?    
Industry Innovator?    
Conservative Capital Structure?    
Structural Tailwinds that  Support Future Growth?    
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This material is for investment professional use only. 

The securities mentioned is for illustration purposes only. Holdings are subject to change. Under no circumstances does the information contained within represent a recommendation to buy or sell any security. 
It should not be assumed that any of the referenced securities were or will be profitable or that the investment decisions we make in the future will be profitable.
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Max Healthcare
A global generalist mindset requires comparing business strengths countries and industries

Brazil

India

China

Taiwan

Saudi Arabia

Hospitals

Pharmacy

Grocery

Beauty

Fintech

Data Center Chips

Luxury Auto

This material is for investment professional use only. 

The securities mentioned is for illustration purposes only. Holdings are subject to change. Under no 
circumstances does the information contained within represent a recommendation to buy or sell any security. It 
should not be assumed that any of the referenced securities were or will be profitable or that the investment 
decisions we make in the future will be profitable.
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Max Healthcare
Healthcare in India is a big problem to solve

Source: CIA World Factbook
Photos are for information only and should not be considered an endorsement, testimonial or recommendation of any product or viewpoint. The securities mentioned is for illustration purposes only. Holdings are subject to change. Under no circumstances does the information contained within 
represent a recommendation to buy or sell any security. It should not be assumed that any of the referenced securities were or will be profitable or that the investment decisions we make in the future will be profitable.

This material is for investment professional use only. 



Max Healthcare
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Photos are for information only and should not be considered an endorsement, testimonial or recommendation of any product or viewpoint. 
The securities mentioned is for illustration purposes only. Holdings are subject to change. Under no circumstances does the information contained within represent a recommendation to buy or sell any security. 
It should not be assumed that any of the referenced securities were or will be profitable or that the investment decisions we make in the future will be profitable.
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Past performance does not guarantee future results.

Source: Company data and Thornburg calculations 
The securities mentioned is for illustration purposes only. Holdings are subject to change. Under no circumstances does the information contained within represent a recommendation to buy or sell any security. 
It should not be assumed that any of the referenced securities were or will be profitable or that the investment decisions we make in the future will be profitable.

Max Healthcare
Crux of the Case
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For illustration purposes only. Not representative of an actual investment. 
The securities mentioned is for illustration purposes only. Holdings are subject to change. Under no circumstances does the information contained within represent a recommendation to buy or sell any security. It should not be assumed that any of the referenced securities were or will be 
profitable or that the investment decisions we make in the future will be profitable.

Emerging Markets Core Portfolio – Stock Examples
Strong businesses complement each other through the market cycle

EARNINGS RECOVERY
Strategy Expectations 
Market Expectations

STRONGER FOR LONGER
Strategy Expectations 
Market Expectations

HIGH POTENTIAL
Strategy Expectations 
Market Expectations

Consistent Earner

Basic Value

Emerging Franchise

Fr
ee

 C
as

h 
Fl

ow

Time

Market underappreciates 
the durability of business

Market underappreciates 
the recovery potential

Market underappreciates the 
size of the opportunity

Opportunities in Emerging Markets

 Focus on style 
diversification helps us to 
remain balanced

 No need to “time” the 
market cycle

 Forced to maintain 
awareness of relative value 
across market

CONSISTENT EARNER

BASIC VALUE

EMERGING FRANCHISE
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Stable, or Weakening, USD Is Supportive of EM Equity Performance
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MSCI Emerging Markets Index performance relative to MSCI U.S. Index, and U.S. Dollar strength relative to global currencies

Past performance does not guarantee future results.

Source: Bloomberg (as of 24 January 2023)
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Emerging Markets Is Powered by Attractive Demographics
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….that have not been reflected yet in GDP and market capitalization numbers

Source: World Bank and Wolfensohn Center for Development at Brookings Institute, as of 31 Dec 2020
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Real GDP per Capita Does NOT Tell the Full Story
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The gap in real GDP per Capita is both misleading and represents the opportunity for Emerging Markets

Source: CIA World Factbook
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Forget Using PCs, EM Leapt 
Straight to Smartphones
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Developing countries 
should benefit from: 

 Increased economic 
formalization

 Broader and deeper 
capital markets

 Sustainably higher 
economic growth than 
developed countries

The immaturity and 
cyclicality of EM capital 
markets creates more 
frequent and more 
pronounced disconnects 
between earnings 
potential and equity 
prices.

Even the best companies 
can be mispriced 
because of market 
volatility or a 
misunderstanding of the 
opportunity. Due to 
higher risks in EM, we 
avoid lower quality 
names and build a 
focused portfolio of 
strong businesses.

A balanced three-basket 
approach to style 
diversification can 
minimize the impact of 
country and sector 
allocation differences 
and allows high 
conviction stock 
selection to drive 
performance.

Focusing on strong 
businesses, balanced 
portfolio construction, 
and currency awareness 
provides access to the 
attractive opportunity 
while mitigating through-
cycle volatility.

Investment Philosophy

We seek to build a diversified yet focused portfolio of strong businesses with 
well identified paths to success that will compound assets across market environments.

Robust Risk 
Management

Attractive 
Opportunity

Focus on Strong 
Companies

Balance is 
Critical

Inefficient 
Markets



www.thornburg.com

Not FDIC Insured. May lose value. No bank guarantee.

Thornburg Funds are distributed by Thornburg Securities Corporation.

2300 North Ridgetop Road
Santa Fe, New Mexico 87506-8361
877-215-1330

The views expressed are subject to change and do not necessarily reflect the views of Thornburg Investment Management, Inc. This information should not be relied 
upon as a recommendation or investment advice and is not intended to predict the performance of any investment or market.

This is not a solicitation or offer for any product or service. Nor is it a complete analysis of every material fact concerning any market, industry, or investment. Data has 
been obtained from sources considered reliable, but Thornburg makes no representations as to the completeness or accuracy of such information and has no 
obligation to provide updates or changes. Thornburg does not accept any responsibility and cannot be held liable for any person's use of or reliance on the information 
and opinions contained herein.

Investments carry risks, including possible loss of principal.

Before investing, carefully consider the Fund’s investment goals, risks, charges, and expenses. For a prospectus or summary prospectus containing this and other 
information, contact your financial advisor or visit thornburg.com. Read them carefully before investing.
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