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¾ There has been substantial
media and analyst
commentary around the
changing political and
regulatory environment in
China.
¾ We think it is at risk of
overshadowing what
economic data releases in July
and August have shown about
the Chinese economy: genuine
economic weakness across the
board.

There has been substantial media and analyst commentary around the changing
political and regulatory environment in China. Important as this is, we think it is at
risk of overshadowing what economic data releases in July and August have shown
about the Chinese economy: genuine economic weakness across the board.
Almost every Chinese economic release in those months was both weaker than
the previous data point, and below expectations. A selection of this month’s
would include retail sales for July, +8.5% year-on-year (compared with consensus
expectations of +10.9% and a previous print of +12.1%); industrial production for
July of +6.4% year-on-year (compared with consensus expectations of +7.9% and
a previous print of +8.3%); year-to-date property investment sales for July +12.7%
year-on-year (compared with consensus expectations of +12.9% and a previous
print of +15.0%); Caixin Manufacturing PMI survey in August down to 49.2
(compared with 50.1 expected and 50.3 in July).
More ominously, the datapoints that we believe lead the real economy were also
soft. M2 money supply growth in July declined to 8.3% year-on-year and growth
in claims on the financial system declined to 7.4% year-on-year. These together
reflect monetary policy as tight as that in the 2018/2019 period. Bond yields are
also suggesting a slowdown, with Chinese government ten-year yields lower by
0.3% year-to-date, in a period when most countries’ sovereign bond yields have
risen.
Despite this, commodity prices have not reacted as might have been expected.
Copper has remained at around the US$9,400/t level, having started the year
at around US$7,700/t. The iron ore price has come back to US$145/t from its
US$235/t peak in May, but is only slightly lower than its US$156/t start of 2020.
From an equity investor’s viewpoint, MSCI EM Materials has performed well both
year-to-date and in the last two months. We cannot see this lasting and remain
zero-weight industrial metals producers in the portfolio.
However, we also continue to hold overweight positions in Brazil and South Africa,
both of which are major commodity producers. Why are we less concerned about
these markets, given our view on the direction of the Chinese economy?
Emerging economies can, in general, be thought of as having a trend rate of
economic (or earnings) growth, and then a business cycle around that trend. Even
if the medium-term trend is less attractive, markets undergoing a strong business
up-cycle can offer compelling opportunities for investors. This is what we believe is
the situation in Brazil and South Africa.
In the eight years that followed the 2002-2011 commodity boom, Brazilian GDP
growth averaged just 0.5% year-on-year, and unemployment climbed from 5.2%
to 11.3%. This period saw a significant slowdown in credit growth and a strong
increase in the trade balance (reflecting weak domestic demand). Domestic
demand had begun to recover towards the end of this period (for example, car
sales bottomed in 2016 and unemployment bottomed in 2017), but the impact of
Covid then delayed the recovery. Whilst risks remain, including the timing of the
peak in inflation and interest rates, and also political risk from the October 2022
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election, we continue to see Brazil as an economy with the economic and financial conditions to stage a near-term recovery in domestic
demand, back towards what we fully recognise is a mediocre trend rate of growth. A slowdown in China, with lower commodity prices,
may further reduce that trend growth rate but will not, we believe, prevent the recovery.
South Africa finds itself in a similar position. 2012-19 saw average GDP growth of 1.4%, also with weak credit growth and a deleveraging
of the private sector, and rising unemployment. South Africa had not even begun to recover before Covid hit, and the improvement in
the trade balance was much stronger than in Brazil. We feel that South Africa will also stage a recovery back towards trend growth levels
in the quarters ahead, and find opportunities in domestic demand, whilst recognising that urban unrest and new Covid variants are risks
that must be monitored. And, again, we do not see a 2021 slowdown in China as preventing that recovery.
Some emerging markets are commodity exporters, but neither the economies of those countries, nor their equity markets, have
mechanical linkages to commodity prices, and there will be times of opportunity in the face of softening export prices. We believe that
the second half of 2021 will be such an opportunity.
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JOHCM Global Emerging Markets Opportunities Fund
5 year discrete performance (%)
Discrete 12 month performance (%):
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Past performance is no guarantee of future performance.
Source: JOHCM/MSCI Barra/Bloomberg, NAV of Share Class A in USD, net income reinvested, net of fees as at 31 August 2021. The A USD
Class was launched on 30 June 2011. Benchmark: MSCI Emerging Markets NR (12pm adjusted). Performance of other share classes may
vary and is available on request.
Professional investors only. This is a marketing communication. Please refer to the fund prospectus and to the KIID before making any
final investment decisions. These documents are available in English at www.johcm.com, and available from JOHCMI, or (for UK investors)
JOHCML, at the addresses set out below.
Issued and approved in the UK by J O Hambro Capital Management Limited (“JOHCML”) which is authorised and regulated by the Financial
Conduct Authority. Registered office: Level 3, 1 St James’s Market, London SW1Y 4AH. Registered in England No:2176004.
Issued in the European Union by JOHCM Funds (Ireland) Limited (“JOHCMI”) which is authorised by the Central Bank of Ireland. Registered
office: Riverside One, Sir John Rogerson’s Quay, Dublin 2, Ireland.
Notice to Swiss investors: RBC Investor Services Bank S.A., with registered office at Esch-sur-Alzette, Badenerstrasse 567, P.O. Box 1292. CH8048 Zurich has been appointed to act both in a capacity as Swiss representative and Swiss paying of the JOHCM Global Emerging Markets
Opportunities Fund. All legal documentation pertaining to the JOHCM Global Emerging Markets Opportunities Fund can be obtained free
of charge from the Swiss representative. The place of performance and jurisdiction in relation to [shares/units] distributed in Switzerland
is at the registered office of the Swiss representative.
The distribution of this document in jurisdictions other than those referred to above may be restricted by law (“Restricted Jurisdictions”).
Therefore, this document is not intended for distribution in any Restricted Jurisdiction and should not be passed on or copied to any person
in such a jurisdiction.
NAV of Share Class A in USD, net income reinvested, net of fees as at 30 June 2021. The A USD Class was launched on 30 June 2011.
Benchmark: MSCI Emerging Markets NR (12pm adjusted). Performance of other share classes may vary and is available on request.
Investments fluctuate in value and may fall as well as rise and investors may not get back the value of their original investment. Past
performance is not necessarily a guide to future performance.
Investing in companies in emerging markets involves higher risk than investing in establishedeconomies or securities markets. Emerging
Markets may have less stable legal and political systems, which could affect the safe-keeping or value of assets.
The Fund’s investments include shares in small-cap companies and these tend to be traded less frequently and in lower volumes than larger
companies making them potentially less liquid and more volatile. The information contained herein including any expression of opinion is
for information purposes only and is given on the understanding that it is not a recommendation.
The information in this document does not constitute, or form part of, any offer to sell or issue, or any solicitation of an offer to purchase or
subscribe for any funds described in this document; nor shall this document, or any part of it, or the fact of its distribution form the basis
of, or be relied on, in connection with any contract.
Telephone calls to and from JOHCML and JOHCMI may be recorded. Information on how personal data is handled can be found in the
JOHCM Privacy Statement on its website: www.johcm.com.
Information on the rights of investors can be found here.
The registered mark J O Hambro® is owned by Barnham Broom Holdings Limited and is used under licence. JOHCM® is a registered
trademark of JOHCML.
Sources for all data: JOHCM/MSCI Barra/Bloomberg (unless otherwise stated).
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