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Emerging Markets Spotlight

The opportunity within emerging markets is more
compelling than the opportunity of emerging markets.

The second half of 2021 has seen challenging macro news for emerging market
assets: a new and troubling Covid variant, higher developed market inflation
and the prospect of tighter US monetary conditions, and evidence that the
Chinese economic slowdown is broad and likely to endure. These challenges
are likely to continue into 2022, and concerns are rising that, longer term,
emerging markets face some serious structural challenges to growth: Chinese
demand capped by the need to work through the effects of the 2008-17 credit
boom, worsening global demographics, and a reversal of globalization. That
reversal is partly because Covid has shown the risks inherent in long supply
chains, and partly because of rising economic nationalism; both have the
potential to reduce the flow of FDI to Emerging Markets.

And yet, as ever, there are the opportunities inherent in an asset class as large
and diverse as emerging market equities. There will always be some countries
and some industries enjoying a boom. We retain our view that the opportunity
within emerging markets is more compelling than the opportunity of emerging
markets.

India’s recovery

Firstly, the recovery in India, not just from the Covid shock, but from the broad
downturn since 2010, continues to deliver powerfully. Growth is likely to run in
the next few quarters at around pre-pandemic levels, with urban consumption
and investment (both private sector and public sector) both buoyant. With
vaccination rates rising, Covid cases currently low, and credit growth holding up,
the Indian consumer has rebounded strongly, but the length of the downturn
and India’s promising demographics mean that this should continue into 2022.
In addition, the long-awaited recovery in capital expenditure and investment
seems to be underway. Construction and engineering companies are reporting
very strong new orders, particularly from the hydrocarbon, infrastructure
and industrial machinery industries, while the cement industry is also seeing
strong demand growth. With the current account deficit still unconcerning,
and moderate inflation allowing the central bank to remain on hold (probably
until the middle of 2022), India continues to offer strong domestic demand
opportunities.

What we are seeing in India has similarities to other, related, opportunities in
other emerging markets. These are the re-opening opportunity, and the boost
from commodity exports to some emerging economies.

With rising vaccination rates and rising confidence, the leisure, travel and
tourism industries have seen some strong recoveries (for example, foreign
tourism into Mexico). Several other regions have not yet recovered, but we
believe that they will, and that the valuation of some market-leading companies
in these regions does not reflect the potential for recoveries. The portfolio



has exposure to leisure, travel and tourism in Brazil, China and Korea. All
three groups of companies have seen strong operational momentum in recent
quarters, even though the re-opening recovery is still at an early stage.

Talking to management of our Brazilian leisure, travel and tourism companies
reveals one of the other opportunities: demand growth from national regions
with high commodity exposure. Domestic air travel in Brazil has been
recovering well, but the demand driver has not so much been the traditional
‘triangle’ of Brasilia, Rio de Janeiro and Sao Paulo, but rather the farming and
mining regions of central and eastern Brazil. One executive described some of
the drivers of growth as ‘small cities and others you've never heard of, with
non-stop flights to the largest leisure destinations all over Brazil. We are flying
routes on weekends that we don't even serve during the week.

It has been a similar story in South Africa where, despite unrest in July and
continuing electricity supply problems, both the mining and agriculture sectors
continue to enjoy elevated prices and robust volumes. That supports both
demand in the economy, and the fiscal balance, allowing the government to
provide additional much-needed fiscal support to the economy. Retail sales
have continued to grow, but we have not yet seen the kind of credit cycle that
has been so supportive in India.

There are other opportunities in emerging markets, including Korean and
Taiwanese semiconductors and high-tech components that go into so many
of the products that are in such strong demand. We also believe that the
slowdown in China should lead to lower domestic bond yields there, potentially
making assets with strong cashflows more valuable. But it is the recovery in
India and the combination of re-opening plays and the boost to demand from
commaodities, which we believe are most overlooked by those investors who
have focused too much on the global challenges for emerging markets.

Source for all data JOHCM/Bloomberg (unless otherwise stated)

An investor should consider the Fund’s investment objectives, risks, and charges and expenses carefully before investing or sending any
money. This and other important information about the Fund can be found in the Fund’s prospectus or summary prospectus, which can
be obtained at www.johcm.com or by calling 866-260-9549 or 312-557-5913. Please read the prospectus or summary prospectus carefully
before investing. The JOHCM Funds are advised by JOHCM (USA) Inc. and distributed through JOHCM Funds Distributors, LLC. The JOHCM Funds
are not FDIC-insured, may lose value, and have no bank guarantee.

Past performance is no guarantee of future results.
RISK CONSIDERATIONS:

Investors should note that investments in foreign securities involve additional risks due to currency fluctuations, economic and political conditions,
and differences in financial reporting standards. Smaller company stocks are more volatile and less liquid than larger, more established company
securities. The small and mid-cap companies the Fund may invest in may be more vulnerable to adverse business or economic events than larger
companies and may be more volatile; the price movements of the Fund’s shares may reflect that volatility. Fixed income securities will increase or
decrease in value based on changes in interest rates. If rates increase, the value of the Fund’s fixed income securities generally declines. Other risks
may include and not limited to hedging strategies, derivatives and commodities.

The views expressed are those of the portfolio manager as of December 2021, are subject to change, and may differ from the views of other portfolio
managers or the firm as a whole. These opinions are not intended to be a forecast of future events, a guarantee of future results, or investment advice.
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