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