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Vontobel Fund — mtx Emerging Markets

Leaders ex China

Marketing document for institutional investors in: AT, CH, DE, ES, FI, FR, GB, IT, LU, NL, NO, SE.

Summary

— Emerging markets ex China equities returned +1.7% for August.
— The mtx Emerging Markets Leaders ex China (EMLX) fund returned +2.2% (gross of fees) in August.
— The EMLX fund underperformed the benchmark by -2.5% (gross of fees) during the first eight months of 2024.

Market developments

Despite a very difficult start, August turned out to be a rela-
tively good month for global equities with the MSCI World In-
dex finishing up approx. +2.7%. Emerging markets excluding
China equities trailed developed markets during the month but
still managed to return a respectable +1.7% for the month.
Volatility spiked at the beginning of the month, with weak US
unemployment data sparking fears that the US Federal Re-
serve (Fed) has held interest rates at too high a level for too
long, and that the world’s largest economy is heading for a
harder landing than was previously anticipated. In addition, a
surprise rate hike by the Bank of Japan (BOJ) added to the
market volatility at the beginning of the month. These macro
events led the market to significantly sell off during the first
two trading days of August before staging a rebound following
the publication of more positive US economic data and reas-
suring comments from BOJ officials regarding future rate hike
decisions.

Within the EM ex China 10/40 Index, health care and commu-
nication services were the clear winners for the month. Other
strong performers for the month included financials, energy,
and consumer discretionary. It is worth noting that information
technology/IT rebounded reasonably well during the month
with a return of approx. +0.5%, even though Nvidia’s quarterly
results failed to meet the market's lofty expectations. On the
negative side, the materials sector was the only one to finish
the month in negative territory. In terms of countries, recent
underperformers such as Indonesia and Brazil rebounded
strongly for the month, while Taiwan also performed well fol-
lowing a difficult July. India returned approx. +1% for the
month, while Mexico and South Korea finished the month in
negative territory.

Portfolio review

Over the course of the month, the strategy returned +2.2%
(gross of fees), outperforming the benchmark return by
+0.5%. Positive stock selection was the key driver of this out-
performance, particularly within consumer discretionary, while
the allocation impact was slightly negative for the month.
From a country perspective, stock selection was negative
while allocation impact was positive for the month. The over-
weight position to Brazil and strong stock selection within Bra-

zil were two of the biggest positive contributors to perfor-
mance during the month, while our stock selection in South
Korea was one of the biggest detractors.

At the end of August, our portfolio comprised 39 companies
(43 holdings, two holdings each for HDFC Bank, Infosys,
Samsung Electronics and TSMC). During the month, we initi-
ated a new position in Bank Rakyat Indonesia (financials, In-
donesia) while selling out of our holding in Porto Seguro (fi-
nancials, Brazil).

Some of the salient points for performance in August are sum-
marized below.

Performance analysis

Consumer discretionary: The portfolio’s consumer discretion-
ary holdings enjoyed a very strong month thanks to our hold-
ings in MercadoLibre (Brazil) and Bajaj Auto (India). Mer-
cadoLibre returned over +23% for the month thanks to a very
strong set of quarterly results, in which it comfortably beat
both revenue and profitability consensus expectations. The
company also announced stronger growth in its loan portfolio,
with the level of non-performing loans also continuing to im-
prove. In addition, results for its Argentinian business sur-
prised to the upside, presumably due to higher volume levels
within the country. In the case of Bajaj Auto, the company
continues to benefit from strong demand momentum given
that two-wheeler bikes are the fastest growing segment within
Autos in India. Bajaj is expecting to grow faster than the mar-
ket with its compressed natural gas motorcycles also starting
to gain traction.

Financials: Our financials holdings had a mixed month. Fol-
lowing a difficult period for Indonesian banks in general, Bank
Mandiri was the largest contributor to this outperformance, re-
turning over +17% for the month. The fundamentals of the
bank remain strong and were reinforced by the quarterly re-
sults, with loan growth of approx. +12% during the year to
date and net interest margin (a key profitability measure for
banks) up during the month. On the flip side, State Bank of In-
dia was the largest detractor with financials as the stock expe-
rienced a pullback in its share price during the month. How-
ever, it's important to note that the stock remains a top con-
tributor during the year to date.
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Outlook

Solid expected earnings growth for emerging market (EM)
corporates, attractive valuations relative to developed market
equities and strong expected real GDP growth from EM econ-
omies are some of the key reasons to be optimistic about the
outlook for EM equities. In addition, the prospect of cuts to US
interest rates could result in a market environment that is
more favorable to the asset class.

Operations

EM corporates are estimated to post solid earnings growth of
+15% in 2024, which compares very favorably with earnings
growth expectations in the developed world of +13%. From a
regional perspective, earnings growth in EM Asia is predicted
to be the strongest with South Korea (+28%) and Taiwan
(+20%) standing out as particularly strong given the expected
acceleration in earnings for leading technology companies in
these countries. India, the second largest country in the index,
is also expected to generate good earnings growth in 2024 of
+15%. Elsewhere within EM, earnings expectations in Brazil
are relatively low at +8% for 2024, with Mexico leading the
charge in Latin America (LatAm) with earnings growth expec-
tations of +14% in 2024.

Looking ahead to 2025, earnings growth is expected to re-
main solid for EM corporates with projections of +11%. This
continues to compare favorably with both the US (+12%) and
developed markets (+10%). Once again, EM Asia stands out
as attractive with countries such as Taiwan predicted to de-
liver earnings growth of +16%.

Profitability margins, such as return on equity, held up reason-
ably well in 2023 for the average company in the MSCI EM ex
China Index (c.11.1%). In a similar picture to what we see for
earnings, margins are expected to increase again in 2024 and
2025, with return on equity estimated to grow to 13.5% and
14.2% for the average EM ex China corporate in 2024 and
2025 respectively.

Momentum

During the past three months, analyst earnings expectations
for EM corporates have increased for 2024 by +0.7%. This
contrasts with the developed world where earnings expecta-
tions were revised upwards by +1.4%.

Within EM, Taiwan and South Korea (both +1.2%) and India
(+1.1%) saw the largest positive revisions.

Valuation

EM ex China equities continue to look relatively attractive
compared to developed market equities, with 2024 earnings
trading on a multiple of 13.3x. In comparison, developed mar-
ket equities are trading at 17.4x for 2024 earnings and 15.8x
for 2025 earnings.

On a Shiller P/E basis (the cyclically adjusted price-to-earn-
ings ratio that adjusts 10years of earnings for inflation), EM
equities continue to trade at a significant discount to devel-
oped market equities. We believe this is a powerful signal that
long term investors should consider.

From a regional perspective, LatAm continues to screen as
very good value with markets such as Brazil trading at just
6.8x for 2024 earnings. Within EM Asia, South Korea contin-
ues to stand out as relatively attractive trading at 9.0x for
2024 earnings, while India continues to look very expensive

trading at 22.0x for 2024 earnings.

Growth

Real gross domestic product (GDP) expectations for EM
economies are strong with consensus estimating that EM
economies will grow by +4.3% in both 2024 and 2025. In com-
parison, expected real GDP growth in the developed world is
+1.7% in both 2024 and 2025.

The biggest growth in real GDP expectations for 2024 contin-
ues to come from EM Asia with economies such as India
(+6.8%) and Indonesia (+5%) expected to grow the fastest.
This trend is expected to continue into 2025 with India once
again predicted to be one of the fastest growing economies in
the world at +6.5%.

Elsewhere within EM, we note strong real GDP growth expec-
tations in the Middle East for 2025 with economies such as
Saudi Arabia and the United Arab Emirates (UAE) expected
to grow by +4.5% and +4% respectively. LatAm economies
are predicted to experience subdued growth in 2025, with
Brazil and Mexico only expected to grow by +2% and +1.8%
respectively.

Risk

Geopolitics and global trade: The US presidential election in
November could be a significant event in terms of investor
sentiment towards EM. A Trump victory could potentially bring
substantial hikes in tariffs on Chinese imports and add to the
simmering tensions surrounding global trade, as was recently
highlighted by the EU’s decision to hike tariffs on the import of
Chinese electric vehicles.

EM performance during US easing cycles: While a weaker US
dollar is generally considered good news for EM equities, it is
far from guaranteed that the potential upcoming easing cycle
in the US would result in an outperformance of EM versus US
equities. Significant events in the past, such as the global fi-
nancial crisis, have meant some previous easing cycles have
not resulted in an EM equity outperformance.

Fed up with inflation: Expectations for cuts in US interest rates
have been significantly dialed back throughout the year, with
many in the market now only expecting one to two cuts during
2024. While equity markets have performed well despite this
setback, further upward pressure when it comes to inflation
could prove to be a significant headwind for risky asset clas-
ses such as EM equities.

Recession on the cards? With interest rates in the US at a 20
year high, many have been surprised at how resilient the US
economy has been. However, we know that the effects of
monetary policy are lagged, and it is very conceivable that the
US economy could fall into recession at some point. A deep
recession in the US would be bad news for the earnings of
EM corporates.

Flows

EM equity flows have been negative during the year to date,
with figures from JP Morgan estimating that there have been
outflows of approx. -$6bn during the first half of the year.

The average global investor’s allocation to EM equity contin-
ues to be significantly underweight, with data from JP Morgan
estimating this is 2-3% lower than the long-term average EM
allocation.
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Fund characteristics

Fund name
ISIN LU2601939379
Share class 1 USD

Reference index

Inception date 20.9.2023

Vontobel Fund — mtx Emerging Markets Leaders ex China

MSCI Emerging Markets Index ex China TR Net 10/40

According to the EU’s Markets in Financial Instruments Directive (MiFID) and its implementation in national law, performance infor-
mation may only be shown to clients if it covers a period of at least 12 months.

Investment risks

— Investments in emerging markets entail increased liquidity and operational risks as these markets tend to be underdevel-
oped and more exposed to political, legal, tax and foreign exchange control risks.

— Using derivatives generally creates leverage and entails valuation risks and operational risks. Leverage magnifies gains
but also losses. Over-the-counter derivatives involve corresponding counterparty risks.

— The sub-fund also includes sustainability criteria in its investment process. This may mean that the sub-fund's performance
is more positive or negative than a conventionally managed portfolio.

— A company's stock price may be adversely affected by changes in the company, its industry or economic environment and
prices can change quickly. Equities typically involve higher risks than bonds and money market instruments.

—  The sub-fund’s investments may be subject to sustainability risks. The sustainability risks that the sub-fund may be subject
to are likely to have an immaterial impact on the value of the sub-funds’ investments in the medium to long term due to the
mitigating nature of the sub-fund’s ESG approach. The sub-funds' performance may be positively or negatively affected by
its sustainability strategy. The ability to meet social or environmental objectives might be affected by incomplete or inaccu-
rate data from third-party providers. Information on how environmental and social objectives are achieved and how sus-
tainability risks are managed in this sub-fund may be obtained from vontobel.com/sfdr.

Important legal information

This marketing document was produced by one or more compa-
nies of the Vontobel Group (collectively “Vontobel”) for institu-
tional clients, for distribution in AT, CH, DE, ES, FI, FR, GB, IT,
LU, NL, NO, SE.

This document is for information purposes only and does not con-
stitute an offer, solicitation or recommendation to buy or sell
shares of the fund/fund units or any investment instruments, to ef-
fect any transactions or to conclude any legal act of any kind
whatsoever. Subscriptions of shares of the fund should in any
event be made solely on the basis of the fund’s current sales pro-
spectus (the “Sales Prospectus”), the Key (Investor) Information
Document (“K(1)ID”), its articles of incorporation and the most re-
cent annual and semi-annual report of the fund and after seeking
the advice of an independent finance, legal, accounting and tax
specialist. This document is directed only at recipients who are
“institutional clients”, such as eligible counterparties or “profes-
sional clients” as defined by the Markets in Financial Instruments
Directive 2014/65/EC (“MiFID”) or similar regulations in other ju-
risdictions, or as “qualified investors” as defined by Switzerland’s
Collective Investment Schemes Act (“CISA”).

Neither the fund, nor the Management Company nor the Invest-
ment Manager make any representation or warranty, express or
implied, with respect to the fairness, correctness, accuracy, rea-
sonableness or completeness of an assessment of ESG research
and the correct execution of the ESG strategy. As investors may
have different views regarding what constitutes sustainable in-

vesting or a sustainable investment, the fund may invest in issu-
ers that do not reflect the beliefs and values of any specific inves-
tor.

Past performance is not a reliable indicator of current or
future performance.

Performance data does not consider any commissions and costs
charged when shares of the fund are issued and redeemed, if ap-
plicable. The return of the fund may go down as well as up, e.g.
due to changes in rates of exchange between currencies. The
value of the money invested in the fund can increase or decrease
and there is no guarantee that all or part of your invested capital
can be redeemed.

Interested parties may obtain the above-mentioned documents
free of charge from the authorized distribution agencies and from
the offices of the fund at 11-13 Boulevard de la Foire, L-1528
Luxembourg, the facilities agent in Austria: Erste Bank der oes-
terreichischen Sparkassen AG, Am Belvedere 1, A-1100 Vienna,
the representative in Switzerland: Vontobel Fonds Services AG,
Gotthardstrasse 43, 8022 Zurich, the paying agent in Switzerland:
Bank Vontobel AG, Gotthardstrasse 43, 8022 Zurich, the Euro-
pean facilities agent for Germany: PwC Société coopérative -
GFD, 2, Rue Gerhard Mercator B.P. 1443, L-1014 Luxembourg,
Email: lu_pwc.gfd.facsvs@pwc.com, gfdplatform.pwec.lu/facilities-
agent/. Refer for more information on the fund to the latest pro-
spectus, annual and semi-annual reports as well as the key (in-
vestor) information documents (“K(1)ID”). These documents may
also be downloaded from our website at vontobel.com/am. A
summary of investor rights is available in English under: vonto-
bel.com/vamsa-investor-information. In Spain, funds authorized
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for distribution are recorded in the register of foreign collective in-
vestment companies maintained by the Spanish CNMV (under
number 280). The KID can be obtained in Spanish from Vontobel
Asset Management S.A., Sucursal en Espafia, Paseo de la Cas-
tellana, 91, Planta 5, 28046 Madrid. Finland: The KID is available
in Finnish. The KID is available in French. The fund is authorized
to the commercialization in France. Refer for more information on
the funds to the KID.The fund authorised for distribution in the
United Kingdom and entered into the UK’s temporary marketing
permissions regime can be viewed in the FCA register under the
Scheme Reference Number 466625. The fund is authorised as a
UCITS scheme (or is a sub fund of a UCITS scheme) in a Euro-
pean Economic Area (EEA) country, and the scheme is expected
to remain authorised as a UCITS while it is in the temporary mar-
keting permissions regime. This information was approved by
Vontobel Asset Management S.A., London Branch, which has its
registered office at 3rd Floor, 70 Conduit Street, London W1S
2GF and is authorized by the Commission de Surveillance du
Secteur Financier (CSSF) and subject to limited regulation by the
Financial Conduct Authority (FCA). Details about the extent of
regulation by the FCA are available from Vontobel Asset Manage-
ment S.A., London Branch, on request. The KIID can be obtained
in English from Vontobel Asset Management S.A., London
Branch, 3rd Floor, 70 Conduit Street, London W1S 2GF or down-
loaded from our website vontobel.com/am. Italy: Refer for more
information regarding subscriptions in Italy to the Modulo di Sot-
toscrizione. For any further information: Vontobel Asset Manage-
ment S.A., Milan Branch, Piazza degli Affari 2, 20123 Milano, tele-
fono: 0263673444, e-mail: clientrelation.it@vontobel.com. Neth-
erlands: The Fund and its sub-funds are included in the register
of Netherland's Authority for the Financial Markets as mentioned
in article 1:107 of the Financial Markets Supervision Act (“Wet op
het financiéle toezicht”). Norway: The KID is available in Norwe-
gian. Sweden: The KID is available in Swedish.

This document is not the result of a financial analysis and there-
fore the “Directives on the Independence of Financial Research”
of the Swiss Bankers Assaociation are not applicable. Vontobel
and/or its board of directors, executive management and employ-
ees may have or have had interests or positions in, or traded or
acted as market maker in relevant securities. Furthermore, such
entities or persons may have executed transactions for clients in

Vontobel Asset Management AG
Gotthardstrasse 43, 8022 Zirich
Switzerland

T +41 58 283 71 11, info@vontobel.com

vontobel.com/am

these instruments or may provide or have provided corporate fi-
nance or other services to relevant companies.

The MSCI data is for internal use only and may not be redistrib-
uted or used in connection with creating or offering any securities,
financial products or indices. Neither MSCI nor any other third
party involved in or related to compiling, computing or creating the
MSCI data (the “MSCI Parties”) makes any express or implied
warranties or representations with respect to such data (or the re-
sults to be obtained by the use thereof), and the MSCI Parties
hereby expressly disclaim all warranties of originality, accuracy,
completeness, merchantability or fitness for a particular purpose
with respect to such data. Without limiting any of the foregoing, in
no event shall any of the MSCI Parties have any liability for any
direct, indirect, special, punitive, consequential or any other dam-
ages (including lost profits) even if notified of the possibility of
such damages.

Although Vontobel believes that the information provided in this
document is based on reliable sources, it cannot assume respon-
sibility for the quality, correctness, timeliness or completeness of
the information contained in this document. Except as permitted
under applicable copyright laws, none of this information may be
reproduced, adapted, uploaded to a third party, linked to, framed,
performed in public, distributed or transmitted in any form by any
process without the specific written consent of Vontobel. To the
maximum extent permitted by law, Vontobel will not be liable in
any way for any loss or damage suffered by you through use or
access to this information, or Vontobel’s failure to provide this in-
formation. Our liability for negligence, breach of contract or con-
travention of any law as a result of our failure to provide this infor-
mation or any part of it, or for any problems with this information,
which cannot be lawfully excluded, is limited, at our option and to
the maximum extent permitted by law, to resupplying this infor-
mation or any part of it to you, or to paying for the resupply of this
information or any part of it to you. Neither this document nor any
copy of it may be distributed in any jurisdiction where its distribu-
tion may be restricted by law. Persons who receive this document
should make themselves aware of and adhere to any such re-
strictions. In particular, this document must not be distributed or
handed over to US persons and must not be distributed in the
USA.
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