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Editorial
Low or negative interest rates will stay, the search for income continues.
Hence no surprise that the topic of emerging markets has continued to be a
central point in the many discussions we have with clients around the globe.
One question keeps re-appearing: Why do many investors only allocate a tiny
proportion of their portfolios to emerging markets, despite the possibility
that these may provide higher returns over the medium term? And myriad statistics showing that emerging markets are overtaking so-called developed
markets in many areas? At least from our own experience of nearly 30 years of
EM investing, we have a positive attitude towards this asset class.
So will EM investing finally become mainstream? Would investors increase
their allocations to emerging markets? We commissioned a survey of 300
institutional investors and discretionary wealth managers across 18 countries
to find out. We were encouraged to learn that investors plan to increase their
emerging market exposures, both in equity and fixed income. A driving factor
was the desire for new sources of returns, as well as their assessment that
it is possible to achieve excess returns in those markets. However, the data
suggests that the perception of risk around EM investments is still a significant
barrier to realize a strong increase in allocation. Not surprisingly, the impact
of Covid-19 virus tops the list of risks, but issues such as trade tension and
economic nationalism follow closely. As a result, investors indicated they prefer
an active approach, citing the need to avoid a strong country bias in indices
(notably to China) as well as the high volatility of returns. They also look for
strategies incorporating ESG considerations, viewing this as an important risk
reduction tool.
Will fortune favor the bold? We certainly think so.

Axel Schwarzer
Head of Vontobel Asset Management

4

Fortune favors the bold

Fortune favors the bold

5

Introduction

Emerging markets collectively provide the engine of
growth for the global economy. The world’s seven largest
developing economies were half the size of the G7 developed economies in 1995, matched them by 2015 and are
expected to be double their size by 2040.1 And while the
stock market capitalization of businesses in emerging
markets currently accounts for only 12 % of total world
capitalization, 2 this is set to increase: the value of quoted
emerging markets companies has already grown tenfold
over the past 30 years to more than USD 5 trillion. 3
Yet institutional investors and discretionary wealth managers have not always been bold about taking advantage
of the opportunities offered by emerging markets. In
many cases, their allocations to emerging market assets
have stalled in single figures as a percentage of their
portfolios – below the levels that would materially capture
the enhanced returns available and provide diversification
benefits. The reasons for this range from the natural
home bias of investors to concerns about elevated risk.
This is now set to change. Our research suggests that
investors plan to significantly increase their exposure to
emerging markets over the next five years, in both fixed
income assets and equities. Even in the coming year,
amid the fallout from Covid-19, many investors plan
increases.

1
2
3
4

Organisation for Economic Co-operation and Development
MSCI, April 2019
MSCI, as at June 2020
Vontobel Asset Management

There are good reasons for this. There has long been a
consensus that emerging markets may offer more growth
than developed markets in the years ahead, powered by
structural drivers such as rapidly increasing productivity,
the shift from mass production and commodities to higher-value economic activity, and demographic factors such
as an expanding middle class. But now the Covid-19
pandemic threatens to prolong the era of low-to-negative
interest rates across developed economies. Even before
the crisis, Vontobel research shows investors were widening their search for higher returns.4
Nevertheless, our latest research, surveying 300 institutional investors and discretionary wealth managers globally, highlights the complexity that comes with growing
emerging market allocations. Many investors worry about
volatility, macroeconomic challenges and transparency,
and now the pandemic has increased risk aversion across
the board.
In this study, we investigate how investors can manage
those fears to seek the additional returns that emerging
markets could give them. Find out why fortune will favor
the bold.
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In emerging markets,
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favors
the bold

2/3 of investors are planning to increase exposure in emerging markets

65 %

59 %

of 300 respondents plan to raise their
emerging market equity exposures
over the next five years

plan to raise their emerging market
fixed income exposures over
the next five years

Why?
Investors are seeking:
Better returns

And in fixed income,

38 %

the Covid-19 crisis is leaving investors with little choice

of investors planning to raise emerging
markets exposure are looking for
enhanced returns

More diversification

35 %

of investors planning to raise emerging
markets exposure are looking to
diversify and spread the risk

“ Investors have to increase their allocations,
because central banks in all the developed
markets are cutting their interest rates again –
rates will now be lower for longer.
Emerging markets are a very big opportunity
for us to get the returns that we are looking for. ”

Guillermo Uriol Sanz
Fixed Income Portfolio Manager, Ibercaja Gestión

Sources: Vontobel original research, July 2020, based on survey of 300 respondents in Asia, US, Canada and EMEA
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Investors still evaluating Covid-19 impact
They worry about risk

35 %

plan to increase
EM allocations
more slowly
due to Covid-19

And they’re ill-prepared to take it on

88 %

say they are concerned
about the impact of
Covid-19 as they
consider increasing
their exposure to
emerging markets

Succeeding in emerging markets:
Managing risk with the right tools

And just

4%

say they feel
prepared for the
related risks

They can manage the risk, using:
Tools and strategies

60 %

Active management

say they have defined a mostly
small risk budget for investment
in emerging markets

Specialist support

“ Downturns show how valuable active managers
are to investors – picking good managers can
save clients so much money. ”

Carly Moorhouse
Fund Research Analyst,
Quilter Cheviot Investment Management

51 %
say that specialist investment consultants
and investment intermediaries can add
significant value

ESG can help investors decide where to invest
Among investors with time horizons of 10 years or more,

70 %
say that ESG factors influence the decisions they make about
emerging market asset allocation and stock selection to a great extent
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Part 1

The search
for alpha
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Investors expect to increase their emerging market exposures, both in equity and fixed income. A minority intend
to move to higher allocations over the next 12 months,
but the bigger shift will take place over the longer term: in
both equities and fixed income, more than half of respondents expect to increase allocations over the next five
years.
North American and European investors are more likely to
plan for higher exposures than their counterparts in
Asia-Pacific (APAC). For example, 29 % of North American investors are planning higher emerging market equity
allocations over the next 12 months, compared with 20 %
of those in APAC. And over five years, 67 % of European
investors plan higher allocations to emerging market
equities, compared with 57 % in Asia.
This may reflect the fact that APAC investors already
have higher allocations to emerging markets as a result of
their natural tendency to invest in their own region: in our
research, investors based in APAC are already more likely
to hold higher weightings to emerging markets.

Chart 1: How investors will increase their
emerging market allocations
“ Thinking about your equity holdings, how do you envisage your
current allocation to emerging markets changing over the next
one year and five years?”
Increasing significantly (10 % +)
Increasing somewhat (1 % – 9 %)
Remaining constant
Decreasing somewhat (–1 % – 9 %)
Decreasing significantly (–10 % +)
Do not currently invest in emerging markets
equities and have no plans to do so
10 %

20 %

30 %

40 %

50 %

“ Turning to your fixed income holdings, how do you envisage your
current allocation to emerging markets changing over the next
one year and five years?”
Increasing significantly (10 % +)
Increasing somewhat (1 % – 9 %)
Remaining constant
Decreasing somewhat (–1 % – 9 %)
Decreasing significantly (–10 % +)
Do not currently invest in emerging markets
equities and have no plans to do so
10 %

20 %

30 %

40 %

50 %

Next 12 months
Next 5 years
Sources: Vontobel original research, July 2020, based on survey of
300 respondents
in Asia,
US, Canada
EMEA
Sources:
Vontobel original
research,
July 2020,and
based
on survey of 300 respondents in Asia, US, Canada and EMEA

65 %

of 300 respondents plan
to raise their emerging
market equity exposures
over the next five years

59 %

plan to raise their
emerging market fixed
income exposures
over the next five years
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Enhanced returns
That is not the only driver, of course: for many investors,
the desire for new sources of return is the primary reason
for their shift toward emerging markets. This may be more
pressing for investors in Europe and North America,
where central bank interest rates, which were already at
near-historic lows, have been cut or pushed into negative
territory in response to the Covid-19 pandemic.

“ The big tectonic changes
are actually quite rare.
The point with emerging
markets is to look for
the steady improvement.
If you don’t, you’ll miss
the opportunity. ”
Matthew Benkendorf
Chief Investment Officer,
Vontobel’s Quality Growth Boutique

Nearly four in ten investors who plan to increase emerging market exposure (38 %) say that one of their top two
reasons is the potential of enhanced returns compared
with developed markets. And 35 % say they believe it is
easier to secure alpha in emerging markets.
Roger Merz, Vontobel’s Head of mtx Portfolio Management, says that emerging markets may offer a wide range
of yet-to-be discovered opportunities. “Dynamic growth
rates in emerging markets have produced many profitable
businesses,” he says. “However, market participants are
often slow to fully acknowledge high returns on invested
capital, which we consider an important share price
driver. This failure on the part of the market creates
opportunities for stock pickers.”
In fixed income, meanwhile, investors simply have no
choice but to look further afield for return opportunities,
according to Luc D’hooge, Vontobel’s Head of Emerging
Markets Bonds. “For some time, we have had low yields in
developed world markets such as the Swiss franc and the
euro, but even in the US there’s now not much yield left,”
he says. “That will push investors toward emerging markets.”

Chart 2: Drivers of increased emerging market allocations
“ You said that you intend to increase portfolio exposure to
emerging markets. Please rank the following factors
potentially driving this increase in order of importance.”

Initially, investors will favor the better-known and larger
markets of Asia, which accounts for about 70 % of emerging market equity indices. But many investors are also
looking at opportunities elsewhere – about two-thirds, for
example, expect to increase their allocations to emerging
Europe.
For now, only 40 % of investors are focused on Latin
America – and even fewer on the Middle East and Africa
– but that may change over time as those markets mature
and grow in their own right.
Matthew Benkendorf, Chief Investment Officer of
Vontobel’s Quality Growth Boutique, predicts a consistent shift over time. “The big tectonic changes are actually quite rare,” he says. “The point with emerging markets
is to look for the steady improvement. If you don’t, you’ll
miss the opportunity.”

Chart 3: Where investors are looking in their search
for returns
“ You said that you intend to increase portfolio exposure to emerging
markets. In each of the following emerging market regions, please
detail your intentions.”

Potential for enhanced return
versus developed markets
Asia (excluding Japan)

Easier to find alpha opportunities
in EM than developed markets

Emerging Europe

Desire for increased diversification

Latin America

Expectations of rebalancing of
global investment indices towards EM

Middle East

Declining volatility in EM over
longer term

Africa

Need to reflect changing mix
of global economy
10 %

30 %

Sources: Vontobel original research, July 2020, based on survey of
300 respondents in Asia, US, Canada and EMEA

10 %

50 %

20 %

30 %

40 %

50 %

60 %

Sources: Vontobel original research, July 2020, based on survey of
300 respondents in Asia, US, Canada and EMEA

Sources: Vontobel original research, July 2020, based on survey of 300 respondents in Asia, US, Canada and EMEA

70 %
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Structural and tactical opportunities
Investing in emerging markets may give investors the
chance to benefit from both long-term, powerful structural drivers and more tactical or sectoral opportunities.
Structural reasons to invest in emerging markets include
rapid growth in many of the middle-class population and
their purchasing power, fast-improving productivity, and
the scope for innovation and technology to supercharge
growth. By 2030, the global middle class is expected to
reach 5.3 billion people – two billion more than today.
Two-thirds of the middle class will be accounted for by
China and India alone. 5
As for tactical drivers, it is striking that in this survey,
investors see particular opportunities in areas such as
technology, healthcare and consumer goods. The purchasing power of the middle classes is already shifting
economies such as China away from dependence on
manufacturing and toward higher-value services and consumption. Research from S&P6 suggests that these new
sectors are outperforming other areas of the market,
which is one reason why an active approach makes so
much sense in emerging equities (see part 3).

Chart 4: In equities, emerging markets are attractive for
a range of reasons
“ Which opportunities appeal to you most as you consider increasing
exposure to emerging markets?”
Demographic change in EM,
such as growing middle classes
Potential for productivity acceleration
in EM
Access to faster rates of GDP growth
in EM
Emerging markets’ growing share of
global economy
Digital and technology innovation
in EM
Pace of emergence of global champions
from EM
10 %

30 %

50 %

70 %

“ Thinking about emerging markets from a sectoral perspective, which
of the following groups of sectors represent the greatest potential
for higher investment returns over the next three to five years?”
Oil and gas
Utilities
Telecoms
Financials

The bottom line, says Peter Laity, Portfolio Manager, Equities and ESG integration at IOOF-OnePath, is that across
the board, emerging market equities now may offer a
return profile that investors will struggle to match anywhere else. “We think that global emerging markets look
very attractive – not only relative to their own history, but
also relative to developed market equities, whilst noting
the risks that Latin America is facing from Covid-19,” he
says.
Laity points out that while emerging markets outperformed significantly over the decade leading up to the
global financial crisis, increased risk aversion and lack of
growth (outside a couple of sectors) over the past 10
years has dampened demand and held returns back.
“Emerging markets went from a premium valuation to a
discounted valuation,” he says. As the search for new
sources of return intensifies, that trend may now be set to
reverse.

5
6

Basic materials
Consumer services
Industrials
Consumer goods
Healthcare
Technology

10 %

30 %

50 %

Sources: Vontobel original research, July 2020, based on survey of
300 respondents in Asia, US, Canada and EMEA

European Commission, February 2020.
S&P Global, January 2020

Sources: Vontobel original research, July 2020, based on survey of 300 respondents in Asia, US, Canada and EMEA

70 %
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Opportunities for fixed income
It is a similar story in fixed income. Guillermo Uriol Sanz,
Fixed Income Portfolio Manager at Ibercaja Gestión, says
the monetary policy response of developed markets’ central banks to the Covid-19 crisis simply leaves investors
with no choice.
“Investors have to increase their allocations, because
central banks in all the developed markets are cutting
their interest rates again – rates will now be lower for longer,” he says. “Emerging markets are a very big opportunity for us to get the returns that we are looking for.”
As with equities, fixed income investors making the move
into emerging markets are likely to start out more conservatively – particularly given the added complexity of currency risk. Almost half of investors in this research see
hard-currency sovereign and quasi-sovereign debt as an
area of interest – compared with only a third who are
focusing on non-investment grade corporate debt, for
example. Nevertheless, there is appetite for increased
exposures across a range of opportunities.
Respondents’ focus on inflation-linked debt – a small but
growing sub-sector of emerging market fixed income – is
also noteworthy. Emerging markets are often associated
with higher inflation risk, so a focus on real yields makes
sense. And for investors with inflation-linked liabilities, the
opportunity to buy protection against inflation at a global
level may be compelling.
“You can certainly see scenarios where all this fiscal and
monetary stimulus, all happening at the same time in
unprecedented amounts, leads to strong growth and
inflation in some parts of the economy,” says Andrew
Cormie, Head of the Global Emerging Markets team at
Eastspring Investments, the asset management arm of
Prudential.

“ Investors have to increase
their allocations, because
central banks in all the
developed markets are
cutting their interest rates
again – rates will now be
lower for longer. Emerging
markets are a very big
opportunity for us to get
the returns that we are
looking for. ”
Guillermo Uriol Sanz
Fixed Income Portfolio Manager
at Ibercaja Gestión

Covid-19 adds to risk aversion
Investors are excited by the prospects for emerging markets, but they are also anxious. They have longstanding
concerns that the price of higher returns will be increased
volatility. And their broader concerns about the risks of
these markets have been exacerbated by the impact of
the Covid-19 pandemic.
For many investors, the virus has prompted a rethink of
their short-term plans for emerging market allocations.
Some 31 % expect to reduce their emerging market allocations over the next 12 months as a result of the pandemic. And a further 35 % say they will now increase their
allocations more slowly than they had previously planned.

Chart 5: Investors look into a wide range of fixed-income
opportunities

Chart 6: Covid-19 could delay higher allocations
to emerging markets

“ In each of the following areas of the market, please detail
your intentions.”

“ In each of the following areas of the market, please detail
your intentions.”

Hard-currency sovereign and
quasi-sovereign debt
Investment-grade corporate debt
Inflation-linked debt
Local-currency sovereign and
quasi-sovereign debt
Non-investment-grade corporate debt

10 %

30 %

50 %

Sources: Vontobel original research, July 2020, based on survey of
300 respondents in Asia, US, Canada and EMEA
Sources: Vontobel original research, July 2020, based on survey of 300 respondents in Asia, US, Canada and EMEA

Reducing emerging market
allocation
31 %
Keeping emerging market
allocation constant
28 %
Increasing emerging market
allocation more slowly than planned 35 %
Increasing emerging market
allocation at same rate as planned
5%
Accelerating emerging market
allocation to grow levels more
quickly than planned
1%
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35 %

plan to increase
EM allocations
more slowly
due to Covid-19

88 %

say they are concerned
about the impact of
Covid-19 as they
consider increasing
their exposure to
emerging markets

It is important to separate investors’ existing anxieties
about risk in emerging markets from the risk aversion
they may be suffering specifically in the context of the
pandemic.
“Many investors think top-down factors such as GDP
growth are the ultimate driver of stock returns in emerging markets,” says Vontobel’s Roger Merz. “This is largely
not true in our view. Globalization and the digitalization of
business models have led to a change. Company-specific
factors such as profitability are today way more important
for the success of an investment strategy.”
There are perceptions that emerging markets are more
volatile – particularly in aggregate. For those looking at
markets as a whole – through a passive investment lens,
for example – this is problematic, but investors focused

And just

4%

say they feel
prepared for the
related risks

on stock selection and active management may be less
concerned. These investors have a chance to steer a path
towards lower volatility.
As for the specific impacts of Covid-19, there clearly has
been a spike in volatility as both equity and fixed-income
markets have reacted to the turbulence and uncertainty.
“We’ve seen some extreme volatility in the markets,” says
Vontobel’s Luc D’hooge. “And you might therefore see
some investors become worried and step back from
these assets.”
This research suggests that investors do have very real
worries about the impact of Covid-19. More than half
think investors will now want to be better rewarded for
investing in markets such as China; almost as many say
their appetite for risk has gone down.

Chart 7: The impact of Covid-19 in detail
“Thinking specifically about the impact of the Covid-19 virus, to what extent do you agree or disagree with the following statements.”

Investors will demand a higher risk premium for companies that have strong ties to China,
such as production facilities, supply chains and sales volume
The oil price shock prompted by the pandemic will be an enduring blow to oil-producing
emerging markets
The Covid-19 pandemic will halt or slow the globalization we have seen in recent years,
with negative implications for international trade and productivity
The Covid-19 pandemic has diminished our appetite for risk and will therefore slow
our increasing allocation to emerging markets
The Covid-19 pandemic will slow the transition to green energy
Emerging market asset prices will bounce back more quickly than developed markets from
the setbacks caused by the Covid-19 pandemic
Emerging markets will suffer a more significant and enduring economic hit from
the Covid-19 pandemic than developed markets
The Covid-19 pandemic has diminished our appetite for risk and will resultin us reducing
our allocation to emerging markets
10 %

20 %

30 %

40 %

Sources: Vontobel original research, July 2020, based on survey of 300 respondents in Asia, US, Canada and EMEA

Sources: Vontobel original research, July 2020, based on survey of 300 respondents in Asia, US, Canada and EMEA

50 %

60 %

70 %
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“ It’s always good to increase
exposure to an asset class at
a time when it is underweighted
in general by investors. And
the structural situation is very
positive for emerging markets:
we have dovish central banks and
a benign inflation outlook, plus
fiscal stimulus and the desire
to spend on infrastructures. All of
that makes emerging market
debt and equity exposure more
interesting in relative terms. ”
Paolo Maggioni
Chief Investment Officer,
Fineco Asset Management

However, some analysts believe investors may even
increase their emerging market exposure because of the
pandemic.
“The virus could actually lead to increased equity allocations, because it challenges the conventional view that
what is a problem in developed markets is a crisis in the
emerging world,” says Vontobel’s Matthew Benkendorf.
“Covid-19 didn't cause disproportionately more damage
in some emerging markets.”
This is an important point. Some developing economies,
with more rudimentary healthcare systems, clearly have
struggled to cope with the virus. But others – led by
China – have fared much better than some developed
markets. One silver lining of Covid-19 is that it could force
governments in emerging markets to improve health
care and sanitation, enabling some countries to exit the
crisis in a stronger position than they entered.
And in fixed income, although there is a concern that the
risk of some sort of sovereign debt crisis is higher, carefully selected bonds in emerging markets should offset
the yield drought elsewhere.

From risk to reward
There are several reasons to invest in emerging markets
in this environment. China’s recovery, for example, is driving demand for resources – to the benefit of many developing economies rich in raw materials. The relative weakness of the dollar in the wake of the Covid-19 crisis,
meanwhile, is a boost to those emerging markets that
have significant dollar-denominated debt. In addition,
some markets may offer valuation opportunities amid the
volatility – and historical performance data suggests that
emerging markets have provided better risk-adjusted
returns during the recovery phase of the economic cycle.
Paolo Maggioni, Chief Investment Officer of Fineco Asset
Management, argues now is the time to be decisive. “I
think that the Covid-19 situation has created more opportunities for emerging markets investors,” he says. “First,
it's always good to increase exposure to an asset class at
a time when it is underweighted in general by investors.
And the structural situation is very positive for emerging
markets: we have dovish central banks and a benign inflation outlook, plus fiscal stimulus and the desire to spend
on infrastructures. All of that makes emerging market
debt and equity exposure more interesting in relative
terms."
Nor is it only developed market investors who are exploring these opportunities. Jose Manuel Silva, chief investment officer of LarrainVial Asset Management in Chile,
says many emerging markets-based investors are
increasingly global in their outlook. “Chilean investors
have been looking for alternatives to domestic equities
for 20 years,” he says. “They started with Latin American
equities, but they also began buying more broadly-based
emerging markets funds. Then, over time, as they got to
know markets better, they began buying specific markets
and regions - through Latin American equity funds, Asian
equity funds and EMEA equity funds, for example.”
The same search is ongoing in fixed income, he adds. "In
the last two years, interest rates have come down quite
dramatically in Brazil. So we are seeing a boom of local
Brazilian investors investing abroad, including in emerging
markets.”

Sources: Vontobel original research, July 2020, based on survey of 300 respondents in Asia, US, Canada and EMEA

Fortune favors the bold 15

16 Fortune favors the bold

Part 2

Overcoming
barriers
old and new
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Part 1 of this study shows that the potential for higher returns underpins investors’ appetite for emerging markets allocations – but also
that their perceptions of risk are holding them back. In some cases,
those fears may turn out to be unfounded, while elsewhere there
will be opportunities for mitigation.

How to confront risk
Right now, many investors feel poorly prepared for the
risks they are most worried about in emerging markets.
The biggest risk of all, Covid-19, is also the one they feel
least prepared for – hardly surprising given the rapid
emergence of the crisis. But there is also a broad range of
other, more longstanding issues that only a minority of
investors feel equipped to deal with.

Chart 8: Many investors are unprepared for
significant risks

Vontobel’s emerging market specialists urge investors to
take a realistic view of volatility, emphasizing that expert
support makes it possible to both manage risk and
exploit its opportunities.
“First, you need diversification across sectors and countries,” says Roger Merz. “An active manager should try to
find companies with uncorrelated risks: if you invest in a
business, you want it either to be as isolated as possible
from potential macroeconomic risks or, if this is not possible, you try to avoid unintended concentrations of such
risks across the portfolio.”

Risks – Relevant vs Preparedness

Luc D’hooge advises having room to maneuver – rather
than a fixed set of rules. “Liquidity is important, and you
need to be able to sell,” he says. “We see managers with
very strict rules on credit ratings; in this volatile environment where downgrades are not uncommon, they may
become forced sellers at an inopportune moment.”

100 %
90 %

Impact of Covid-19 virus

Net relevant summary

80 %
70 %

Trade tension and economic nationalism

60 %

Elevated financial market volatility

50 %

Political instability

40 %

Transparency and visibility issues

30 %

Regulatory
standards

Impact of climate change

20 %
10 %
0%
0%

10 %

20 %

30 %

40 %

50 %

Net prepared summary

Sources: Vontobel original research, July 2020, based on survey of
300 respondents in Asia, US, Canada and EMEA

How can investors overcome that? One way to deal with
this lack of preparedness is to seek more specialist support when investing in emerging markets. And investors
are aware of this: specialist advice on risk management is
already the top priority for investors looking for thirdparty support.

Chart 9: Where investors turn for help in
emerging markets
“ In addition to asset management support, what other support
will you increase as your emerging markets allocations increase?”
Specialist advice on
risk management practices
Specialist advice on ESG issues
in emerging markets
Specialist help with custody, settlement
and other middle / back office functions
Specialist advice on currency hedging
Specialist emerging markets overlay
10 %

30 %

50 %

Sources: Vontobel original research, July 2020, based on survey of
300 respondents in Asia, US, Canada and EMEA

60 %

say they have defined
a mostly small risk
budget for investment
in emerging markets

Tools and strategies

Active management

Specialist support

Sources: Vontobel original research, July 2020, based on survey of 300 respondents in Asia, US, Canada and EMEA

70 %

18 Fortune favors the bold

“ Liquidity is important, and
you need to be able to sell.
We see managers with very
strict rules on credit ratings;
in this volatile environment
where downgrades are
not uncommon, they may
become forced sellers at
an inopportune moment. ”

Many investors also seek to mitigate risk through other
restrictions and requirements on portfolios. “It's also
good to have limits around position sizing,” says Carly
Moorhouse, Fund Research Analyst at Quilter Cheviot
Investment Management. “Especially if it's a fund that is
used as more of a core holding for investment managers.”

Luc D’hooge
Head of Emerging Markets Bonds,
Vontobel Asset Management

However, there is space for risk management controls
that limit liabilities and manage exposures. Such tools can
provide an important safety net in emerging markets.
In this research, 60% of investors say they have defined a
risk budget for investment in emerging economies. These
allow for fluctuations of returns – whether absolute or
relative to an index – which limits the volatility of port
folios to parameters within which the investor feels comfortable.
In both equity and fixed income, it is important to set
these budgets in the context of markets where volatility
may sometimes be high. The research suggests that
investors are setting generous absolute and relative risk
budgets, recognizing that small budgets may force them
to sell out of holdings too early.

Chart 10: Investors set generous budgets for
emerging market risk
“ What is your available risk budget for emerging market investment,
expressed as a fluctuation of returns in absolute terms and relative
to an index?”

Absolute
equity
risk budget

Relative
equity
risk budget

Absolute
fixed income
risk budget

Relative
fixed income
risk budget

More than 75 %
51 – 75 %
21 – 50 %
11 – 20 %
0 – 10 %
Sources: Vontobel original research, July 2020, based on survey of
300 respondents in Asia, US, Canada and EMEA

Moorhouse adds that liquidity is a key consideration.
“That means portfolio managers must be very conscious
of considerations such as market capitalization and daily
trading volumes,” she says. “We get monthly holdings
from all our funds in order to assess their liquidity, and
how quickly they can trade down to cash.”
Context is important: the risk parameters that investors
operate to in developed markets will often not be appropriate for their emerging market counterparts. Tactical
asset allocation is a good example of this. About half the
investors in this research say that they allow managers to
make broader diversions from their strategic allocation
models in emerging markets.
This is not just a question of giving managers freedom to
exploit short-term opportunities, which potentially
increases volatility. It will also allow managers to respond
to short-term risks, adjusting portfolios to steer around
the danger.
In the end, there is a balance to strike between risk and
potential reward – and investors’ approaches will vary,
depending on time horizons, investment objectives and
appetite for risk. But using a model to make asset allocation decisions gives investors a disciplined and strategic
rationale for managing risk, and provides important reassurance in times of uncertainty.
Wim Aurousseau, Chief Investment Officer at AXA Belgium, says that extending this kind of model into emerging markets is a natural approach. “We will look at the
yield or the expected return we can get from an asset,
and we will divide it by the capital needed to keep it,” he
says. “This will give us a certain ratio which we will compare all over the line of asset classes and regions. This
will give an indication of where to go.”
At FineCo Asset Management, Paolo Maggioni adds: “We
accept that volatility is part of investing in emerging markets. And we can decompose volatility into negative and
positive volatility - what we are trying to do when we build
our portfolios is to reduce the downside volatility and to
capture as much positive volatility as possible.”

Sources: Vontobel original research, July 2020, based on survey of 300 respondents in Asia, US, Canada and EMEA
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The China question
“ We encourage people to take
a ‘whole of China’ approach
rather than just getting an
A-share manager. If you’re
going to give someone a
China mandate, give them
the ability to invest across
the whole of China. ”

Something that preoccupies many investors is how they
should deal with the rise of China, which now accounts
for a significant proportion of emerging market index
weightings – almost 40% in the case of the MSCI Emerging Markets Index, for instance.7
China may offer some attractive opportunities. Already
the second-largest economy in the world – and the first
on some measures – its global influence continues to
increase. The Belt and Road Initiative, China’s global
development strategy involving infrastructure and investments in nearly 70 countries and international organizations, will accelerate that increase. And as China’s role in
the global economy becomes more significant, its currency may yet challenge the US dollar’s supremacy.

Andrew Cormie
Eastspring Investments

But there are some difficulties. Many of China’s largest
companies are state-owned or state-controlled. Debt
markets may be more open to foreign investors than in
the past, but they are controlled more tightly by the
authorities.

Andrew Cormie of Eastspring Investments, on the other
hand, says that the breadth of the Chinese equities market is often overlooked – and that it includes a very wide
range of privately owned enterprises, which could offer
opportunities for diversification. “We encourage people
to take a ‘whole of China’ approach rather than just getting an A-share manager,” he says. “If you're going to give
someone a China mandate, give them the ability to invest
across the whole of China.”

Many investors feel that China exposes them to significant concentration risk – at a country level and in terms
of its dominant technology sector. “It’s become accepted
that the US accounts for 55% of the global market, but I
don’t think people feel quite so comfortable with China
dominating an index to the same account,” says IOOF’s
Peter Laity. “Given the scope for political intervention and
the large number of state-owned enterprises.”

It is increasingly likely that investors will start to split
China out of their emerging market allocations, giving the
country its own allocation within the portfolio. “It will just
make sense to allocate capital specifically to China, in the
way that people allocate to Japan,” says Quilter Cheviot’s
Carly Moorhouse. “It's the world's second largest economy and is extremely influential not just in Asia, but globally.”

Chart 11: Managing exposure to China
“To what extent do you agree or disagree with the following statements?”

The dominance of technology stocks in certain markets, notably China,
increasingly represents an additional risk for EM investors
Investors in EM need to engage more actively with currency
risk management than those in developed markets
In the next three to five years, you will seek to increase your EM allocations in asset classes
beyond equities and fixed income – infrastructure and real estate, for example
China is now too big a market to be accommodated in a broad exposure to EM –
investors should consider it as a standalone asset class or market
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Sources: Vontobel original research, July 2020, based on survey of 300 respondents in Asia, US, Canada and EMEA
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Part 3

From theory to practice:
Achieving emerging
market ambitions
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Investors will need to think carefully about how they seek to achieve
their emerging market ambitions – particularly when it comes to
the debate between active and passive management. While the rise
of passive investment styles has been a phenomenon in recent
years, there are compelling arguments for a predominantly active
approach in emerging markets.

The home of active management?
“In emerging markets, where you have a generally
less-developed set of economies and companies, you
have an index construct that is lopsided in many ways,”
says Vontobel’s Matthew Benkendorf. “The index is a less
optimal way to buy the really great companies that can
compound long-term wealth with the lowest relative risk.”
Ingo Ulmer, Senior Investment Specialist at Viridium Service Management, says that the conventional case for
passive styles – that efficient markets make it difficult for
more costly active funds to outperform – does not work
in emerging markets. “These markets are so under-researched,” he says. “In the next one-and-a-half years, I’m
pretty sure that we will switch all our passive investments
to active managers.”
Investors in this study largely accept those arguments in
relation to equities and, to a lesser extent, fixed-income
assets. While some investors mix passive and active managers – and a minority are purely passive – significant
numbers are either mostly or fully active.

Chart 12: Investors prefer the active approach
“ As you increase exposure to emerging markets equities,
will you employ passive or active investment strategies?”

Entirely active
Mostly active
A mix of active / passive strategies
Mostly passive
Entirely passive

8%
42 %
37 %
12 %
1%

Risks hidden in indices
Asked why that is, many investors point to the concentration risk in emerging market indices. Those opting for a
passive approach could be much more exposed to particular countries than they might want to be, and risk
missing out on opportunities in particular sectors. For
example, those investors attracted to technology, consumer and healthcare opportunities in emerging markets
(see chart 4 on page 11) should note that while the first
two of these sectors are well-represented in the MSCI
Emerging Markets Index, the latter accounts for less than
4%. 8
Concentration risk is not the only concern. More than half
of investors point to elevated emerging market volatility
as a reason to choose active funds. Simply buying the
index will make it much more difficult to use the risk mitigation strategies discussed in this study. And an active
approach is required for investors to pursue ESG strategies (see below).
“I hope that as people allocate more to emerging markets, they'll do so with active exposure,” says Quilter
Cheviot’s Carly Moorhouse. “Downturns show how valuable active managers are to investors – picking good
managers may save clients so much money.”

Chart 13: Why investors prefer a more active approach
“ In the debate between passive and active management in
emerging markets, to what extent do you believe the following
issues are relevant?”
High levels of country bias in emerging
market indices – notably China
Elevated volatility of emerging
market asset returns
Inefficiency of market information
in emerging market

“ As you increase exposure to emerging markets fixed income,
will you employ passive or active investment strategies?”

Entirely active
Mostly active
A mix of active / passive strategies
Mostly passive
Entirely passive
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Ability of active managers to beat
indices in emerging market
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51 %

“ ESG is something that’s going
to change the way we invest.
But you can only do that
with an active approach:
you need active managers
able to avoid the difficult
and controversial areas. ”

say that specialist investment
consultants and investment
intermediaries can add
significant value

Guillermo Uriol Sanz
Ibercaja Gestión

There is a broader point here about specialist advice. In
emerging markets, many investors feel that in-house
teams will either struggle to manage assets effectively, or
they will need substantial support. For example, 51 % of
investors say that specialist investment consultants and
investment intermediaries can add significant value (see
chart 14).

ing market asset allocation and stock selection, and a further 37 % say they take ESG into account to at least some
extent. Among investors with time horizons of ten years
or more, the proportion who take ESG factors into
account to a great extent rises to 70 %.

Why ESG plays a key role
There is another limitation of passive investment that is
important in the debate about how to invest in emerging
markets: it makes it more difficult to invest using the
right ESG criteria. And the growth of ESG investment at
a global level does not stop when it comes to emerging
markets; many investors see ESG as a crucial part of their
investment process.

“ To what extent will environmental, social and governance factors
influence the decisions you make about emerging market
asset allocation and stock selection.”

“ESG is something that’s going to change the way we
invest,” says Ibercaja Gestión’s Guillermo Uriol Sanz. “But
you can only do that with an active approach: you need
active managers able to avoid the difficult and controversial areas.”

Chart 15: ESG rises up the agenda in emerging markets

70 %
60 %
50 %
40 %
30 %
20 %
10 %
0%
total

less than
1 year

1 year to
5 years

6 years to
10 years

more than
10 years

Investors stated time horizons

To a great extent
To a limited extent
To no extent at all

In this research, 59 % of investors say that ESG factors
already influence the decisions they make about emerg-

Sources: Vontobel original research, July 2020, based on survey of
300 respondents in Asia, US, Canada and EMEA

Chart 14: Many investors are in need of support
“Thinking specifically about the impact of the Covid-19 virus, to what extent do you agree or disagree with the following statements.”

Specialist investment consultants and intermediaries can add significant value during
the emerging marketinvestment process
Successful emerging markets investment requires an on-the-ground presence
in each region of focus
Managing emerging markets portfolios through in-house teams is too challenging for
all but the very largest and most well-resourced investors
The most successful emerging markets investors tend to be boutique asset managers
that specialise in particular markets or regions
Large global asset managers generally struggle to perform in emerging economies
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“ Companies with strong ESG
performance tend to have
a management which is very
flexible, very intelligent, and is
able to apply this mindset down
through the rest of the company.
Since these companies tend to
make the highest margins and
largest profits, it makes a lot
of sense to invest in this way. ”

This is not a question of running emerging markets portfolios with ESG screens – either negative or positive.
Investors are focusing on ESG factors as indicative of
both potential risk and opportunity. “ESG is important,
but is one of many factors we take into account in our
decision-making,” says IOOF-One Path’s Peter Laity.
This is important in both equities and fixed income, says
Viridium’s Ingo Ulmer. “We don’t necessarily see a premium from ESG in emerging markets, but it’s part of our
risk management process,” he says. “You are looking at
these criteria because the political risk is higher, the corruption risk is higher, the regulatory risk is higher, and so
on.” The aim is not to be exposed to businesses, whether
through debt or equity, from which bad news is likely to
emerge.
Many investors do believe that ESG factors may be indicative of potential to outperform: some 45% of investors in
this study see ESG scores becoming one proxy for quality
in the decision-making process. Companies with strong
ESG performance, says AXA’s Wim Aurousseau, “tend to
have a management which is very flexible, very intelligent,
and is able to apply this mindset down through the rest of
the company. Since these companies tend to make the
highest margins and largest profits, it makes a lot of
sense to invest in this way.”
The good news is that the traditional stereotypes surrounding emerging market businesses – that they lack
transparency and are prone to bad practice – are looking
increasingly outdated.

Wim Aurousseau
Chief Investment Officer,
AXA Belgium

While investors say that information can still sometimes
be difficult to obtain, many companies recognize the
desire of a global investor base to focus on ESG issues
and have moved towards more sophisticated reporting
processes. Asian companies, in particular, are regarded
as stronger in this regard than those in other emerging
markets.
“Our experience is that the majority of companies that we
invest in want to engage and will be open to listening and
getting shareholders’ thoughts,” says Andrew Cormie of
Eastspring Investments. “At Eastspring Investments, we
are a PRI signatory and believe in the importance of being
long-term responsible investors and within our GEM
team, we integrate ESG into our investment process and
philosophy. When you engage with companies, you get a
win-win situation.”

Chart 16: ESG is an increasingly important part of emerging markets investment
“To what extent do you agree or disagree with the following statements?”

Issues over transparency and consistency of reporting make an ESG-informed approach
to EM investment very challenging
Accessing good quality information on ESG in EM is more difficult than
in developed markets
Your clients, policyholders, scheme members and other stakeholders will increasingly
demand you report on ESG issues in relation to your EM allocations
EM companies increasingly recognise their ESG responsibilities and are improving both
behaviours and reporting accordingly
The challenges of adopting an ESG approach in EM will limit the extent to which you
increase your allocations to these markets
As ESG data becomes more readily available, ESG scores will become a proxy for quality
in your analysis of emerging markets companies
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Conclusion

Be bold to benefit
Investors recognize the opportunities for diversification
and the potential for enhanced returns offered by emerging markets. Many are determined to embrace those
opportunities and move toward higher allocations to
emerging markets – both in their equity portfolios and in
fixed income assets.
The sticking point is risk. Investors know that volatility
tends to be higher in some emerging markets, and in
parts of some markets, and they are anxious about how
to manage it. That anxiety is now more acute as a result
of the Covid-19 pandemic, and their increased risk aversion is a natural response to the crisis.
Specialist support will help these investors to overcome
their concerns. Risk management strategies that use
tools and techniques such as diversification, risk budgets
and allocation constraints can limit their exposure to volatility in emerging markets. And ESG factors give them further opportunities to manage risk.
For investors able to balance risk with opportunity, the
future is exciting. Strategic asset allocation across a
range of emerging markets should give them access to
new opportunities and enhanced returns. Fortune will
favor the bold.

Fortune favors the bold 25

26 Fortune favors the bold

About the research

In April and May 2020, Vontobel and Longitude, a Financial Times company, surveyed 300 institutional investors
and discretionary wealth managers across 18 countries. In addition, this study draws on the insights gained
from around a dozen qualitative interviews with experts in emerging market investing. In particular, we thank
the following for sharing their time so generously:
–
–
–
–
–
–
–
–

Andrew Cormie
Head of the Global Emerging Markets team, Eastspring Investments
Carly Moorhouse
Fund Research Analyst, Quilter Cheviot Investment Management
Guillermo Uriol Sanz
Fixed Income Portfolio Manager, Ibercaja Gestión
Ingo Ulmer
Senior Investment Specialist, Viridium Service Management
José Manuel Silva
Chief Investment Officer, LarrainVial Asset Management
Paolo Maggioni
Chief Investment Officer, Fineco Asset Management
Peter Laity
Portfolio Manager, Equities and ESG integration, IOOF-OnePath
Wim Aurousseau
Chief Investment Officer, AXA Belgium

Organisation type

Countries
Asia

Europe

Discretionary wealth manager
Insurance company
Pension / retirement fund
Sovereign wealth fund

Australia

Endowment fund
Foundation / charity
20 %

40 %

60 %

Assets under Management
USD 50 m – 99.99 m

North America

USD 100 m – 499.99 m
USD 500 m – 999.99 m

Europe
Belgium
Denmark
Finland
France
Germany
Italy
Luxembourg
Netherlands
Norway
Spain
Sweden
Switzerland
UK

1%
1%
1%
7%
7%
3%
1%
1%
1%
3%
1%
5%
8%

North America
Canada
US


Australia
Asia
Hong Kong
Singapore

USD 1 – 9.99 bn
USD 10 – 49.99 bn

8%
42 %

USD 50 bn+
20 %

3%
3%
3%

40 %

Role
23 %

12 %

29 %

23 %

13 %

Chief
investment
officer

Head of
asset
allocation

Portfolio
Manager

Portfolio
analyst

Head of
fund
research

Sources: Vontobel original research, July 2020, based on survey of 300 respondents in Asia, US, Canada and EMEA

80 %

Fortune favors the bold 27

List of sources

European Commission, Growing consumerism, February 2020.
Available at: https://ec.europa.eu/knowledge4policy/foresight/topic/growing-consumerism_en
MSCI, The Future of Emerging Markets, April 2019.
Available at: https://www.msci.com/documents/10199/239004/Research-Insight-The-Future-ofEmerging-Markets/13e0765f-9506-4011-2d6d-704346c1cc30
MSCI Emerging Markets Index, as at June 2020.
Available at: https://www.msci.com/documents/10199/c0db0a48-01f2-4ba9-ad01-226fd5678111
PWC, The World in 2050, 2017.
Available at: https://www.pwc.com/gx/en/issues/economy/the-world-in-2050.html
S&P Global, China’s New Economy Sectors, January 2020.
Available at: https://www.spglobal.com/en/research-insights/articles/china-s-new-economy-sectorshow-are-they-doing
Vontobel Asset Management, Fixed income in 2020, 2020.
Available at: https://am.vontobel.com/en/fixed-income-2020

28 Fortune favors the bold

Important legal information
The information contained in this document is not intended for distribution to, or use by, any person or entity in any
jurisdiction or country where such distribution or use would be contrary to applicable laws or regulations, or which
would subject Vontobel or its affiliates to any registration requirement within such jurisdiction or country. Vontobel
makes no representations that the information contained in this document is appropriate for use in all locations, or by
all readers. This document does not constitute and shall not be construed to constitute a recommendation, offer or
solicitation, to the public or otherwise, to subscribe for, buy, hold or sell any financial instrument, whether directly or
indirectly, in any jurisdiction. USA: Distributed to US persons by Vontobel Asset Management, Inc. (VAMUS), Vontobel
Swiss Wealth Advisors AG (VSWA) and Vontobel Securities Ltd. (VONSEC). VAMUS and VSWA are registered with the
U.S. Securities and Exchange Commission (SEC) as investment advisers under the U.S. Investment Advisers Act of
1940, as amended. Registration as an Investment Adviser with the U.S. Securities and Exchange Commission does not
imply a certain level of skill or expertise. VONSEC is registered as broker-dealer with the SEC under the U.S. Securities
Exchange Act of 1934 and is a member of the Financial Industry Regulatory Authority, Inc. (FINRA). VAMUS, VSWA and
VONSEC are wholly owned subsidiaries of Vontobel Holding AG, Zurich, Switzerland. VONSEC accepts responsibility
for the content of a report prepared by a non-US affiliate when VONSEC distributes the report to US persons. UK: This
document was approved and is being distributed by Vontobel Asset Management SA, London Branch, which has its
registered office at Third Floor, 70 Conduit Street, London W1S 2GF, UK (Registered in England and Wales with number BR009343), 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 Management SA on request. Singapore: This document has not been reviewed by the
Monetary Authority of Singapore. This document was approved by Vontobel Asset Management Asia Pacific Ltd.,
which has its registered office at 1901 Gloucester Tower, The Landmark 15 Queen’s Road Central, Hong Kong. This
document should not be considered as an invitation for subscription or purchase of financial instrument, whether
directly or indirectly, to the public or any member of the public in Singapore. Hong Kong: The contents of this document
have not been reviewed nor approved by any regulatory authority including the Securities and Futures Commission in
Hong Kong. This document was approved by Vontobel Asset Management Asia Pacific Ltd. with registered office at
1901 Gloucester Tower, The Landmark 15 Queen’s Road Central, Hong Kong for use in Hong Kong. You are advised to
exercise caution and if you are in any doubt about any of the contents, you should obtain independent professional
advice. Australia: This document has been approved by Vontobel Asset Management Australia Pty Limited (ABN 80
167 015 698), which is the holder of Australian Financial Services Licence number 453140 and which accepts responsibility for its content. More information for investors domiciled in Australia is avail-able from the following address:
Vontobel Asset Management Australia Pty Ltd., Level 20, Tower 2, 201 Sussex St, NSW-2000 Sydney, Australia. The
information in this document was not prepared specifically for investors in Australia. It (i) may contain references to
dollar amounts which are not Australian dollars, (ii) may contain financial information which is not prepared in accordance with Australian law or practices, (iii) may not address risks associated with investment in foreign currency
denominated investments; and (iv) does not address Australian tax issues. Germany: Bank Vontobel Europe AG is
authorized and regulated by the Federal Financial Supervisory Authority (BaFin), registered in the Commercial Register
of the Amtsgericht München under number HRB133419 with registered office at Alter Hof 5, 80331 München. Details
about the extent of regulation are available from Bank Vontobel Europe AG on request. Italy: This document was
approved and is being distributed by Vontobel Asset Management SA, Milan Branch, which has its registered office at
Piazza degli Affari 3, I-20123 Milano, Italy (Contact: +38 (0)26 367 344) and is authorized by the Commission de Surveillance du Secteur Financier (CSSF) and subject to limited regulation by the Banca d’Italia and Commissione Nazionale per le Società e la Borsa (CONSOB). Details about the extent of regulation by the Banca d’Italia and CONSOB are
available from Vontobel Asset Management SA on request. The contents of this document have not been reviewed
nor approved Banca d’Italia or CONSOB. France: This document was approved and is being distributed by Vontobel
Asset Management SA, Paris Branch, which has its registered office at 10, Place Vendôme, 75001 Paris, France and is
authorized by the Commission de Surveillance du Secteur Financier (CSSF) and subject to regulation by the Autorité
des Marchés Financiers (AMF). Details about the extent of regulation by the AMF are available from Vontobel Asset
Management SA on request. Spain: This document was approved and is being distributed by Vontobel Asset Management SA, Madrid Branch, which has its registered office at Paseo de la Castellana 95, Planta 18, E-28046 Madrid,
Spain and is authorized by the Commission de Surveillance du Secteur Financier (CSSF) and subject to regulation by
the Comisión Nacional del Mercado de Valores (CNMV) with identification number 41. Details about the extent of regulation by the CNMV are available from Vontobel Asset Management SA on request.

Fortune favors the bold 29

Disclaimer
This document is a general communication that is not impartial and has been prepared solely for informational and
educational purposes only. The information and opinions (together, “information”) contained in this document is not
intended to be relied upon as a forecast, research, recommendation or investment advice. Decisions based on information contained in this document are the sole responsibility of the reader. You must not rely on any information contained in this document in making an investment or other decision. This document has not been based on a consideration of any individual investor circumstances. Nothing in this document constitutes, or shall be deemed or construed
to constitute, tax, accounting, regulatory, legal, or insurance advice, or investment or any other kind of advice to subscribe for, purchase, hold or sell any securities or other financial instrument, to effect any transactions, or to adopt any
investment strategy. All information in this document is provided on an “as is” basis based on the knowledge and / or
market assessment as of the date of the document or as at the time specified in the document without any representations or warranties of any kind, either expressed or implied. Vontobel shall not be liable for any direct or indirect loss
or damage, including but not limited to loss of profit, that may be suffered as a result of information provided in this
document, or for any loss or damage resulting either directly or indirectly from use of any of the information contained
therein. Any information comprised in this document may be superseded by, or change due to, subsequent market
or political events or for other reasons, but there is no obligation on the part of Vontobel to update this document. Any
projections, forward-looking statements or estimates contained in this document are speculative and due to various
risks and uncertainties, there can be no assurance that the estimates or assumptions made will prove accurate, and
actual events or results may differ materially from those reflected or contemplated in this document. The views and
opinions herein are those of the individuals mentioned above and do not necessarily reflect the opinions of Vontobel,
unless issued by employees of the firm. Opinions expressed in this document are subject to change based on market,
economic and other conditions. Information in this document should not be construed as recommendations, but as
an illustration of broader economic themes. Keep in mind that past performance is not a reliable indicator of current
or future performance and forecasts are inherently limited and should not be relied upon as an indicator of future performance. To the maximum extent permitted by law, Vontobel rejects any liability in any way for any loss or damage
suffered by you through use of or access to this information, or Vontobel’s failure to provide this information. Although
Vontobel believes that it has taken due care in compiling the contents of this document, Vontobel does not warrant,
either expressly or impliedly, the accuracy, correctness, or completeness of the information, text, graphics, or other
items contained in this document, and the document should not be relied upon as such. Vontobel accepts no liability
in respect thereof. No information contained in this document shall be deemed or construed to create any contractual
relationship between the providers of such information and the reader of this document. All components of this document are protected by intellectual property laws and are the property of Vontobel or third parties. The information in
this document is solely for your personal, non-commercial use. Vontobel, its directors or employees may have previously invested, may be currently investing or may in future invest in financial instruments in respect of which this document comprises information or opinions. It is also possible that Vontobel has previously provided, is currently providing
or will in future provide services to the issuers of such financial instruments, including, for example, corporate finance
or market making services. Furthermore, it is possible that employees or directors of Vontobel have previously performed, are currently performing or will in future perform certain functions on behalf of the issuers of such financial
instruments, e.g. serving as director. Vontobel, its directors or employees could therefore have an interest in the future
performance of financial instruments.

Vontobel Asset Management AG
Gotthardstrasse 43
8022 Zurich
vontobel.com/am

