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Schroder Global Emerging Markets  
 

Performance overview 

The fund underperformed the index during the month of May by 0.68% (post-fee). Country allocation was 
positive and stock selection was negative. 
 
The overweight positions to Brazil, Russia, Hungary and South Africa, all of which outperformed, 
contributed positively to relative returns. This was somewhat offset by the underweight position to India 
which outperformed, detracting from relative returns. 
 
Stock selection was negative in China (o/w Alibaba and New Oriental Education), Korea (o/w LG Chemical 
and Samsung SDI), Taiwan (o/w Mediatek; u/w Silergy Corp) and Brazil (o/w Duratex; u/w Petrobras). It 
was positive in Mexico (o/w Grupo Financiero Banorte). 
 

Market Summary 

Global equities registered a positive return in May amid ongoing signs of global economic recovery and 
transition out of the pandemic. This was despite a sell off early in the month, as an above consensus US 
inflation print renewed concerns over the timing of global monetary policy tightening. Emerging market 
(EM) equities generated a positive return with US dollar weakness beneficial. The MSCI Emerging Markets 
Index increased in value and outperformed the MSCI World Index.  
 
The euro-linked economies of Hungary, Poland, and the Czech Republic were among the best performing 
markets. Stronger commodity prices were supportive of a number of EM including Peru, Russia, Brazil 
and South Africa. In Peru, this was despite ongoing uncertainty ahead of a polarising presidential election 
run-off on 6 June. India also outperformed amid signs that the current wave of Covid-19 may be peaking. 
Mexico, which is a beneficiary of the ongoing recovery in key trade partner the US, and the UAE also 
outperformed.  
 
By contrast, Chile registered a negative return as policy uncertainty increased. Egypt finished in negative 
territory, owing to weakness from Commercial International Bank, as did Taiwan which saw an outbreak 
of coronavirus cases. Malaysia, which imposed a nationwide lockdown, and Thailand, both lagged as daily 
new cases of Covid-19 increased. China, where the government announced new regulations for the 
technology sector, and South Korea also posted slightly negative returns and underperformed.  

 

Outlook/positioning 

We made the following changes to our country allocation targets. We increased the magnitude of the 
Brazil and South Africa overweights. In Brazil, the market has been pressured by a severe Covid wave, 
politics and consequent macro concerns. Vaccine supply and distribution is now improving, and 
restrictions should ease, while valuations are attractive and the currency is cheap. South Africa has 
performed well year-to-date, but valuations remain reasonable and, although economic reform is slow, 
there has been ongoing progress on the political side which will support the reform effort. We initiated 
a position in Malaysia, in part due to a strong stock opportunity. Although political uncertainty is ongoing, 
the currency is undervalued and equity valuations are cheap. We increased the size of the Greece 
overweight, and took Poland from slightly underweight to neutral; these moves were due to strong stock 
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opportunities and both countries will benefit from Europe having good vaccine distribution and from the 
EU recovery fund beginning to support growth from 2022. We also moved to actual weight in Russia and 
China, reflecting recent portfolio performance. These moves were funded by reducing the size of the 
South Korea overweight, where we took profit. We also moved to actual weight in Thailand. These moves 
led to an increase in cash. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Important Information  
Opinions, estimates and projections in this article constitute the current judgement of the author(s) as at the date of 
this article.  They do not necessarily reflect the opinions of Schroder Investment Management Australia Limited, ABN 
22 000 443 274, AFS Licence 226473 ("Schroders") or any member of the Schroders Group and are subject to change 
without notice. 
 
In preparing this article, we have relied upon and assumed, without independent verification, the accuracy and 
completeness of all information available from public sources or which was otherwise reviewed by us. 
 
Schroders does not give any warranty as to the accuracy, reliability or completeness of information which is 
contained in this article. Except insofar as liability under any statute cannot be excluded, Schroders and its directors, 
employees, consultants or any company in the Schroders Group do not accept any liability (whether arising in 
contract, in tort or negligence or otherwise) for any error or omission in this article or for any resulting loss or damage 
(whether direct, indirect, consequential or otherwise) suffered by the recipient of this article or any other person. 
 
This article does not contain, and should not be relied on as containing any investment, accounting, legal or tax 
advice. Before making any decision relating to a Schroders fund, you should obtain and read a copy of the relevant 
disclosure document for that fund to consider the appropriateness of the fund to your objectives, financial situation 
and needs. 
 
You should note that past performance is not a reliable indicator of future performance. 
 
Schroders may record and monitor telephone calls for security, training and compliance purposes. 


