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Global equity markets ended 2015 on a cautious note, as oil prices slid further, geopolitical tensions increased and 
potential issues in the credit markets loomed larger. In 2016, caution turned to widespread volatility, knocking the 
MSCI World Index of developed markets down -6.68% in the first two months and the MSCI EM Index of emerging 
markets down -6.64%, all returns in USD. While we expect some correlation between global equities in times of 
stress, in this update we highlight some of the key themes we believe are most relevant to EM and the unique 
regional drivers. We also share some themes emerging in our portfolios, though we strongly reiterate that all of our 
portfolio decisions are based on individual company fundamentals. 

Three important themes affecting Emerging Markets  
■ China’s transition: slow and not so steady 

■ Low oil and commodity prices: is anyone really benefitting? 

■ EM consumers: now vs. the next decade 

Regional summaries 
■ China: we expect more volatility as the economy transitions and policy remains unpredictable. 

■ India: macroeconomic outlook is the best in recent history and the best in EM. 

■ Russia: macro remains weak, though the ruble has been stabilizing.  

■ Brazil: fall out from weak commodity prices and challenging political environment likely to weigh on economic and 
equity market recovery. 

■ Mexico: healthy economy and consumer are somewhat reflected in equity valuations. 

■ South Korea: exposure to China could be offset by corporate consolidation and reforms.  

■ Indonesia: low commodity prices are temporarily hampering the potential for consumption, though we see some 
improvement in infrastructure and reform. 

■ Turkey: some uncertainty over the political set-up has eased and economic growth prospects are improving, but 
inflation and geopolitics are risks. 

■ South Africa: economic weakness from low commodity prices is starting to affect consumption. 

Select investment themes and positioning across our portfolios 
■ Favourable views on: India, small cap and off-benchmark stocks, stock exchanges,  industry consolidation and 

e-commerce 

■ Cautious views on: State-owned enterprises (SOEs), energy and commodity companies, banks that are more 
vulnerable to bad debts 
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China’s transitions: slow and not so steady 

In our view, China is making two long-term transitions: from industrial-driven to consumer-driven growth and from a 
controlled to a free-market economy. We believe these challenges will likely lead to continued uncertainty and 
volatility in the near term, not just for China, but for all of EM. 

China’s industrial economy is slowing, but growth in the services sector is not yet making up the difference, leading to 
overall slower growth and a variety of impacts on the domestic economy which we discuss further in the China 
section. Slower growth of the world’s second largest economy, which had also been the fastest growing, is affecting 
EM primarily in two ways. First, countries with business models most closely linked to China, such as Korea, Taiwan 
and Hong Kong, are more negatively impacted. Second, slowing industrial demand from China has led to a freefall in 
many commodity prices in the last few years and has been a blow to commodity-exporting economies such as Brazil, 
Russia and South Africa among others. However, there are many more complicated effects which we discuss at 
length in the next section on oil and commodities. 

As the Chinese government seeks to manage the economic transition, its commitment to reforms and liberalization 
are also being tested. Numerous monetary policy adjustments to stimulate growth have had limited effect and we 
sense waning investor confidence in the government’s ability to control the economy and markets. As the government 
becomes more focused on trying to fuel growth, we think it could lead to more unpredictable behaviour, which likely 
translates to continued volatility in EM equity markets throughout the year. 

Low oil and commodity prices: is anyone really benefitting? 

The commodity super cycle seen during the 2000s has turned into a super surplus in the last few years. While 
significantly reduced demand from China has been a major contributor to plunging prices in many metals, the US 
shale boom glutted global oil markets into oversupply, right at a time when investors worried about softer Chinese 
and global demand.  

After tumbling from a high of $114 per barrel in June 2014, the Brent Crude benchmark oil price declined still 
further from $57 in January 2015 to below $30 in early 2016. We had expected supply to be further reduced by 
now, but several factors have conspired to keep it elevated. The Organization of Petroleum Exporting Countries 
(OPEC) nations has so far displayed a high tolerance for low prices and refused to cut production. In addition, 
Iran’s oil has come back online following the long-awaited lifting of sanctions. US producers have cut capital 
expenditure (cap ex) and production, but the progress has been slower than we expected, in part due to increasing 
extraction efficiency, a phenomenon also seen with shale gas. Furthermore, continued softness in the global 
economy has been a headwind to stimulating demand. Bottom line, we see continued weakness in commodity 
prices due to oversupply in the immediate future. We are slightly more optimistic on the potential for oil prices, 
given greater flexibility for companies to cut production and the narrow range that can tip the balance in global oil 
from oversupply to supply shock more quickly.  

Despite actually being a net importer of oil and commodities, EM is still often mistakenly viewed as a region of 
commodity exporting countries. Part of the reason may be the prominence of some of the commodity export-oriented 
economies such as Brazil, Russia and South Africa, which have indeed suffered in the current low price environment, 
as well as the size of the commodity sectors in EM equity markets historically.  

Most investors have had higher hopes for the many EM net commodity importers, but the situation is proving more 
complex. Low prices are helping net oil and commodity importers in a number of ways, such as reducing current 
account deficits, reducing manufacturing costs for companies and increasing consumers’ disposable income. 
However, some North Asian countries are finding that benefits of low oil prices to operating margins are unfortunately 
offset by weak end markets for the very goods they are producing and exporting.  Even in India, one of the largest 
beneficiaries of lower oil prices, investors seem to be discounting earnings growth that is driven by margin 
improvement rather than top line growth, which remains below market expectations. 

Beyond the issues of export and demand, low oil and commodity prices are weighing on EM economies for two 
additional reasons. First, cheaper oil has a deflationary effect, which while beneficial to some countries with high 
inflation, such as India, can also have the effect of dampening nominal growth numbers.  Secondly, EM credit grew 
significantly in recent years and many banks are exposed to the declines in oil and commodity prices. As we 
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expected, non-performing loans are already rising and we expect some regions and banks to be vulnerable to a 
potential turn in the credit cycle. We will continue to monitor this issue in tandem with the energy high yield market for 
signs of distress. 

EM consumers: now vs. the next decade 

Consumption will be one of the biggest long-term secular drivers of EM growth, in our view. Already, consumption 
accounts for roughly 50-70% of GDP (Gross Domestic Product) in most EM economies, and while China’s less than 
40% is a notable exception, the government intends for it to grow significantly.1 Therefore, much of the economic 
growth we expect from the EM region should come from increasing consumer spending. Large and growing working 
age populations across much of the region will be a key part of increasing economic productivity, which we believe 
can lift more people into the middle class than seen at any point in history. A bigger middle class with more 
disposable income could significantly boost spending on products beyond just basic necessities.  

While the demographic conditions for this major long-term trend remain in place, weak economies, currencies and 
other policies are impacting current consumption patterns across EM. In China, for example, the campaign against 
corruption and extravagance has significantly curtailed luxury spending at home and abroad for the last couple of 
years. More recently, slowing economic growth has begun to affect confidence but also employment, which has led to 
slower income growth and reduced spending on everything from high end jewelry to consumer staples. However, not 
all companies serving Chinese consumers are negatively impacted. In some cases we are seeing domestic or Asian 
companies benefiting from consumers trading down from more expensive western brands. In Russia, a challenging 
combination of currency weakness and inflation, somewhat exacerbated by sanctions, has further curtailed Russian 
consumer spending, both at home and abroad—Russian tourist spending in Europe has dropped 36.7% for 2015 and 
11.7% in December alone.2 Brazil and Indonesia, both of which we expect to be huge consumer markets, are also 
being negatively impacted in the near-term by the weak commodity prices.  

Despite near-term headwinds for many EM consumers, several spending trends remain stronger. Chinese and many 
other EM consumers appear keen to travel and indeed prospects for tourism spending remain robust, though 
currency movements may have an impact on destinations.  In addition, spending on cosmetics and healthcare in Asia 
remains relatively strong. Lastly, we also note that consumption continues to move online at a rapid pace, in part 
helped by the price transparency that is increasingly important to consumers looking to stretch a yuan, rupee or real. 
Already 14% of retail sales in Korea3 are online while in China the number has risen quickly to 12%.4 We expect the 
increasing penetration and functionality of smart phones to continue to drive activity online, particularly in regions like 
India, where only 1% of retail sales are currently transacted online.5 
 

  

 
1 World Bank, as of February 26, 2016  

2 Barclays European Luxury Goods Equity Research, Janaury 25, 2016 
3 KOSIS and BAML Equity Research, as of Feb 2016 
4 iResearch, as of December 2015 
5 Morgan Stanley India Internet Primer, February 2016 
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Regional summaries 
Despite some common global macro themes, EM equity market performance varied greatly in 2015, reflecting the 
important impact of index composition, as well as domestic and company-specific drivers. Vast differences in 
economic growth rates and valuations underpinned some of the performance differential and could be a contributing 
factor again in 2016. On the following pages, we offer more specific commentary on nine major EM countries and 
their equity markets. 

PERFORMANCE OF EM MARKETS VARIED GREATLY IN 2015… 

 
Source: Datastream, as of December 31, 2015  

 

…SO DID ECONOMIC GROWTH RATES.  

 
 
Source: Goldman Sachs Asset Management, as of February 2016   
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China 

China’s slowing GDP growth has been acknowledged by its government, which has reduced its official forecast to 
6.4% for 2016. However, we continue to closely track many first hand measures of China’s economy, which seem to 
indicate that growth, particularly in the industrial sector, is closer to flat. Growing unemployment is a direct 
consequence of the slower industrial growth and there is evidence this is impacting consumption, which is supposed 
to be an increasing engine of growth. While we remain optimistic for the growth of the services sector, recent 
measures also point to slower near-term growth as well.  

However, we note that there is no precedent for a smooth transition from an investment-driven economy to a 
consumer-driven one, and we do not believe that China will be an exception. We believe the Chinese government will 
likely become increasingly focused on generating growth, particularly as traditional policy measures to stimulate the 
economy seem to be having limited effect—China has already reduced interest rates five times in just over a year in 
addition to a variety of other easing measures. The government may be increasingly inclined to resort to boosting 
industrial growth but it may come at the expense of making progress on further reforms and with a price tag of 
mounting debt. History bodes poorly for countries that quickly run up debt, usually resulting in a financial crisis—
though we still believe China will avoid this scenario—or a prolonged slowdown in GDP growth. 

From an equity perspective, we believe there will likely be continued volatility, which we view as directly related to the 
government’s desire to tightly manage the economic and market transitions. The prospect of unpredictable 
government intervention, along with a history of poor capital allocation decisions, underpins our continued very limited 
exposure to state-owned enterprises (SOEs). Despite near-term headwinds to consumption, we continue to find a 
number of interesting opportunities in the consumer sectors, such as local retailers who are gaining share from 
international brands, online commerce and travel and tourism.  

India 

India surpassed China as the fastest growing economy in 2015 and is on track to maintain that position in 2016 as 
the economy continues to benefit from the tailwinds of low oil and commodity prices, which help reduce inflation and 
the current account deficit. India’s annual CPI headline inflation, which had been one of the highest in the world at 
12.2% in November 2013, has plunged to a manageable 5.7% YoY in January 20166  

In addition to an accommodative macroeconomic environment, India is in the midst of many important economic 
reforms and initiatives. While the pace of reforms may have been slower than some investors’ high expectations, 
we believe progress will continue under the normally functioning government of Prime Minister Modi, as opposed 
to the often grid-locked previous administration. In addition, decision-making power is increasingly being given to 
the states, which is helping to speed some types of reforms, as well as instill a healthy competition between 
regions. Continuing to increase the ease of doing business remains a major focus of the government as well as 
simplifying the tax system and reforming or eliminating various subsidies. India’s budget for the next fiscal year, 
announced on February 29, 2016, confirms adherence to fiscal consolidation, continued focus on infrastructure 
and increased weight on rural revival. 

Beyond the macro environment and reforms, India has several transformative growth drivers. First, a massive 
infrastructure buildout is already underway and approaching a critical momentum. Significant plans for railways, a 
dedicated freight rail network, roads and entire smart cities will not only accommodate India’s growing trend of 
urbanization, but will be needed to achieve the goals of the Make in India campaign, which seeks to grow India’s 
manufacturing sector and employment. However, India also boasts a thriving and entrepreneurial services sector, 
with particular strengths in technology and healthcare, which we expect to expand further. 

While these macro factors and growth drivers are evident in India’s GDP growth and last year’s equity market 
outperformance within EM, revenue and earnings growth have somewhat disappointed market expectations. One of 
primary reasons is the deflationary effect of low oil and commodity prices on nominal growth numbers. However, we 
continue to believe that ultimately low commodity prices are a net benefit to India and reinforce our view that 
improving growth should provide additional operating leverage for domestically-focused Indian businesses.   

 
6 Based on annual headline CPI inflation, Datastream.  
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Equity valuations to a degree reflect India’s relatively rosy scenario, but they remain in line with long-term averages 
and we still find them reasonable in light of the potential for a multi-year earnings growth cycle.  

Russia 

Russia was the best performing EM equity market in 2015, having been one of the worst performing in 2014, 
particularly into the end of the year. However, challenges for the domestic economy remain. Russia’s economy and 
stock market were hit harder and earlier by the drop in oil and commodity prices than some other EM countries, in 
part because it coincided with the additional pressure of geopolitical issues surrounding the country’s actions in 
Ukraine and the resulting economic sanctions imposed on the country. Some of last year’s outperformance likely 
reflected nascent stabilisation on these fronts.  

Russia has allowed the ruble to depreciate with the price of oil, leading to a relatively stable price of oil in local 
currency, but believe it will be difficult for the currency to keep pace with further declines. Russia is likely facing a 
growing budget deficit, given that about 50% of Russia’s budget comes from taxes on oil revenues which are 
declining, and even taxes on other areas are likely to be lower because of slow growth. While the government was 
aiming to maintain a 2% deficit in 2016, we think it could deteriorate further and note that reserves are also coming 
down, meaning Russia’s financial situation could be further weakening.  

In our view, Russian equities may continue to face some challenges. First, commodity-oriented companies dominate 
the Russian stock market and they are likely to remain under pressure. In addition, we are now starting to see the 
impact of weaker consumer sentiment. Due to both sanctions imposed on Russia by many developed market nations, 
as well as sanctions Russia has imposed on Turkey stemming from a confrontation over the downing of a Russian 
plane, Russians are experiencing relatively high inflation, which is taking a toll on spending. In fact, food inflation went 
up further in 2015, instead of stabilizing as we had expected. While some food retailers are having trouble keeping up 
with inflation, we have exposure to a few sound businesses, given the opportunity for market share gains in a 
consolidating and fragmented industry. Finally, we also see sanctions affecting the equity market, in so much as they 
are limiting new opportunities for investment such as privatizations and initial public offerings.  

Brazil 

Brazil was the worst-performing major EM equity market in 2015, reflecting a deteriorating macroeconomic 
environment related to low commodity prices.  The economy fell into recession, contracting 3.6%, the currency 
plunged, and waning investor confidence in the government’s policies was further dented by a scandal at the major 
state-owned oil company.  

Unfortunately, in our view, Brazil is still in a bind and GDP growth is estimated to contract another 2.8% in 2016.7 
Brazil’s biggest issue is trying to reignite growth and investment, in an environment where relatively high inflation is 
preventing the central bank from reducing interest rates to stimulate growth. Yet without growth, Brazil may face 
further debt ratings downgrades. 

One longer-term catalyst for equity markets could be local elections, which will take place in October. If elections 
spark hope of credible reforms, then investor confidence might be renewed. In the meantime, despite very 
challenging macroeconomic conditions in Brazil, we still manage to find investment opportunities on an individual 
company basis. For example, even heavily discounting the weak macro, we still find some stocks that offer significant 
upside as a result of their business model, industry position or other unique factors. 

  

 
7 GSAM estimates 
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Mexico 

Like India, Mexico remains one of the brighter spots in the EM universe—though equity valuations also suggest that 
this has been recognized by investors. Mexico’s GDP is growing reasonably, especially in the context of weak oil 
prices, which dampened some of the enthusiasm around the privatization of the country’s energy assets. However, 
the second round of auctions in the privatization has been more successful, in part due to better terms for investors. 

The outlook for consumption in Mexico also appears healthier than in many other EM countries. One reason is the 
close links with the relatively strong US economy. In particular, remittances from the US are a relatively high 
percentage of GDP, and with the depreciation of the peso against the US dollar this is having a positive impact on 
spending. Furthermore, families that benefit from these remittances typically have little or no savings, and therefore 
spend their income quickly.  
 
While valuations are reflecting much of Mexico’s relatively strong outlook, particularly in the consumer sectors, we 
also believe that Mexican companies could have relatively strong earnings growth momentum, particularly in relation 
to much of EM.  

South Korea 

South Korea’s macro picture looks much better than many of its EM peers, given the country benefits from the oil and 
commodity downturn, as a net importer, and enjoys a stable political backdrop, despite its proximity to North Korea. 
Among the biggest challenges for the South Korean economy is its high exposure to China’s slowing industrial 
economy, meaning that the country may ultimately have to adapt its business model as China’s economy transitions. 
Other continuing issues in 2016 include its relatively strong currency within Asia, particularly versus the yen, which is 
likely to continue to pressure exports.  

Despite some macroeconomic headwinds, Korean equities look interesting because of the potential for companies to 
improve corporate governance and earnings and relatively attractive valuations. We are currently finding many strong 
companies that we believe are capable of weathering a more challenging EM macro environment. For example, we 
own the stock of a company that we believe can benefit from industry consolidation, even if the driver of that 
consolidation is slower growth in China. We also find that demand for some products, like cosmetics, continues to 
grow despite pressures on the Chinese consumer and currency headwinds.  

Indonesia 

The Indonesian equity market reversed strong performance in 2014 and underperformed the EM average in 2015. As 
a big exporter of coal and palm oil, Indonesia’s economy has been hit hard by the drop in commodity prices and the 
macroeconomic outlook remains somewhat subdued in the near-term. While we expect Indonesia’s large and 
growing population to lead significant growth in consumption, the near-term outlook for the consumer remains tepid 
due to the macro environment. 

However, government investment has been solid and the new administration appears to be earning the public’s trust 
by delivering on some of its promises. The appetite for further reforms, such as deregulation and liberalization across 
many industries, is strong. Low and stable inflation could allow the Bank of Indonesia to cut rates further, reducing the 
cost of capital for further infrastructure investment, which could help drive growth.  

Low commodity prices are negatively impacting asset quality some parts of the Indonesian banking system, 
particularly at the SOE banks. However, we find opportunity among higher quality private banks, which tend to 
feature better assets and coverage ratios along with strong fee-based businesses and management teams.   

Turkey 

Turkey’s equity market significantly underperformed other EM equity markets in local currency and even more so in 
US dollars, given the sharp depreciation in the lira. Equity market performance reflected a number of issues including 
political and geopolitical risk and high inflation.  
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Turkey’s parliamentary election last year relieves some of the political uncertainty but opens new questions about the 
potential changes to the constitution and presidential powers. In the meantime, the government has already begun 
implementing some of its campaign promises such as increasing the minimum wage and creating income tax 
exemptions for entrepreneurs. Fiscal discipline also appears to be improving and the government is also lifting some 
restrictions on loan growth. Reflecting some of the good news, consensus GDP estimates have been revised 
upwards. We believe all of these developments should be generally positive for the consumer in Turkey. At this 
stage, we continue to find the best opportunities in conservatively, well run consumer companies that are benefiting 
from dominant positions within their respective industries.  

However, Turkey still faces a number of challenges and some risks may be increasing. First the government’s goal of 
reducing inflation from 7% to 5% this year may be unrealistic and the well-respected head of the central bank could 
step down when his term is up in April. Second, while lower oil prices can continue to help control inflation the 
medium term impact of rising minimum wages may spill over into the broader economy. Lastly, and perhaps most 
concerning, Turkey remains literally in the middle of the economic and geopolitical impacts of the war in Syria and 
Europe’s migration crisis, two volatile situations that are proving extremely challenging for the international 
community to resolve. 

South Africa 

As an exporter of precious metals and coal, the South African economy has been greatly impacted by weak 
commodity prices. In addition, the country has underinvested in energy, which is now beginning to impact future 
growth prospects. Compounding the economic issues, recent severe drought conditions are likely to cause a spike in 
inflation as food prices rise from low crop yields. In light of the precarious economic conditions and a deteriorating 
fiscal account, South Africa’s sovereign debt rating could be at risk of a downgrade from investment grade, further 
complicating the country’s issues.  

This weakening macroeconomic backdrop is also starting to feed through to consumption and we are beginning to 
see evidence of challenges for some consumer-oriented companies. We do continue to find attractive long-term 
investment opportunities in the Financials sector, where we believe specific companies with robust business models 
and industry positioning can weather through tougher times.  

Select investment themes and positioning across our portfolios 
Most of the common themes across our EM portfolios are related to industry trends and types of companies and our 
positioning is never a reflection of a top down macroeconomic view. In that sense, while we make all of our portfolios 
decisions on individual company fundamentals, some overall themes still emerge.  

We have favourable views on: 

■ India, which is one example of where our positive view on the macroeconomic picture is indeed represented in 
our portfolios, given the number of exciting stock opportunities we are currently finding. 

■ Small cap and off-benchmark stocks, many of which may be more reflective of local opportunities and are often 
less-researched, offering more potential for alpha generation. 

■ Industry consolidation as a trend that can benefit higher quality companies, or those with a distinct competitive 
advantage, as they are able to take share from weaker competitors, mitigating some of the broader headwinds.  

■ Stock exchanges as an alternative within financial services, given their robust business models, often 
monopolistic industry position, high cash conversion and ability to do well during periods of heightened market 
volatility. 

■ E-commerce, which continues to grow rapidly in many emerging markets, even in the current period of weaker 
consumption, because it is taking share from traditional retail. The growth of mobile technology and influence of 
Millennials is further fueling this trend.  
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We are cautious on: 

■ SOEs, because these companies have many competing interests to maximizing shareholder value. Given the 
relative lack of competition many SOEs have had to face, and often less stringent corporate governance, we are 
comfortable with significantly less exposure to these companies, which also tend to be large benchmark 
components. 

■ Energy and commodity companies, which are directly exposed to the prolonged downturn in prices. 
Furthermore, many of these are SOEs, so that we have come to this decision from two fundamental angles. 

■ Some banks that have been too liberal in their lending standards and may be negatively impacted by prolonged 
weak oil and commodity prices. Many of these are also the SOE banks.  

Conclusion 
In our view, emerging market equities continue to offer great potential opportunities for alpha generation and portfolio 
diversification, despite a number of macroeconomic headwinds. We also argue that the long-term diversification 
benefit of owning the asset class should make it a strategic component of investors’ portfolios. We focus on 
companies that we believe will be long-term share-gainers and smaller companies that are highly exposed to 
favourable trends, while moving away from the traditional market cap-weighted view of emerging markets. Employing 
these strategies, we believe investors can not only benefit from this diversification, but also capture some of the 
exciting growth opportunities that continue to exist across the EM world. 
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provisions of law designed to promote the independence of financial analysis and is not subject to a prohibition on trading following the distribution of financial research. The views and 
opinions expressed may differ from those of GIR or other departments or divisions of Goldman Sachs and its affiliates.  Investors are urged to consult with their financial advisors before 
buying or selling any securities. This information may not be current and GSAM has no obligation to provide any updates. 
References to indices, benchmarks or other measures of relative market performance over a specified period of time are provided for your information only and do not imply that the 
portfolio will achieve similar results. The index composition may not reflect the manner in which a portfolio is constructed. While an adviser seeks to design a portfolio which reflects 
appropriate risk and return features, portfolio characteristics may deviate from those of the benchmark. 
The portfolio risk management process includes an effort to monitor and manage risk, but does not imply low risk. 

Index Benchmarks 
The MSCI World Index represents large and mid-cap equity performance across 23 developed markets countries, covering approximately 85% of the free float-adjusted market 
capitalization in each. 
The MSCI Emerging Markets Index captures large and mid cap representation across 23 Emerging Markets (EM) countries*. With 835 constituents, the index covers approximately 85% 
of the free float-adjusted market capitalization in each country.  
The MSCI Russia Index is designed to measure the performance of the large and mid cap segments of the Russian market. With 20 constituents, the index covers approximately 85% of 
the free float-adjusted market capitalization in Russia.   
The MSCI India Index is designed to measure the performance of the large and mid cap segments of the Indian market. With 72 constituents, the index covers approximately 85% of the 
Indian equity universe. 
The MSCI Korea Index is designed to measure the performance of the large and mid cap segments of the South Korean market. With 107 constituents, the index covers about 85% of the 
Korean equity universe.  
The MSCI China Index captures large and mid cap representation across China H shares, B shares, Red chips and P chips. With 157 constituents, the index covers about 85% of this 
China equity universe. 
The MSCI Mexico Index is designed to measure the performance of the large and mid cap segments of the Mexican market. With 27 constituents, the index covers approximately 85% of 
the free float-adjusted market capitalization in Mexico.  

The MSCI Indonesia Index is designed to measure the performance of the large and mid cap segments of the Indonesian market. With 31 constituents, the index covers about 85% of the 
Indonesian equity universe.  

The MSCI South Africa Index is designed to measure the performance of the large and mid cap segments of the South African market. With 53 constituents, the index covers 
approximately 85% of the free float-adjusted market capitalization in South Africa. 

The MSCI Turkey Index is designed to measure the  performance of the large and  mid cap segments of the Turkish market. With 25 constituents, the index covers about 85% of the 
equity universe in Turkey. 

The MSCI Brazil Index is designed to measure the performance of the large and mid cap segments of the Brazilian market. With 60 constituents, the index covers about 85% of the 
Brazilian equity universe. 

 
Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as applicable, but do not reflect the deduction of any fees or expenses which would 
reduce returns. Investors cannot invest directly in indices. 
The indices referenced herein have been selected because they are well known, easily recognized by investors, and reflect those indices that the Investment Manager believes, in part 
based on industry practice, provide a suitable benchmark against which to evaluate the investment or broader market described herein.  The exclusion of “failed” or closed hedge funds 
may mean that each index overstates the performance of hedge funds generally. 
Past performance does not guarantee future results, which may vary. The value of investments and the income derived from investments will fluctuate and can go down as 
well as up. A loss of principal may occur. 
Although certain information has been obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness or fairness.  We have relied upon and assumed 
without independent verification, the accuracy and completeness of all information available from public sources. 
The currency market affords investors a substantial degree of leverage.  This leverage presents the potential for substantial profits but also entails a high degree of risk including the risk 
that losses may be similarly substantial.  Such transactions are considered suitable only for investors who are experienced in transactions of that kind.  Currency fluctuations will also 
affect the value of an investment. 
Emerging markets securities may be less liquid and more volatile and are subject to a number of additional risks, including but not limited to currency fluctuations and political instability. 
Foreign securities may be more volatile than investments in U.S. securities and will be subject to a number of additional risks, including but not limited to currency fluctuations and  
political developments. 
Economic and market forecasts presented herein reflect a series of assumptions and judgments as of the date of this presentation and are subject to change without notice.  These 
forecasts do not take into account the specific investment objectives, restrictions, tax and financial situation or other needs of any specific client.  Actual data will vary and may not be 
reflected here.  These forecasts are subject to high levels of uncertainty that may affect actual performance. Accordingly, these forecasts should be viewed as merely representative of a 



  

EM Equity: Update on Macro Themes and FE Views March 2016 

  

 

Fundamental Equity Goldman Sachs Asset Management | 11 
   

broad range of possible outcomes.  These forecasts are estimated, based on assumptions, and are subject to significant revision and may change materially as economic and market 
conditions change. Goldman Sachs has no obligation to provide updates or changes to these forecasts.  Case studies and examples are for illustrative purposes only. 
Any reference to a specific sector or region does not constitute a recommendation to buy, sell, hold or directly invest in the sector or region. It should not be assumed that investment 
decisions made in the future will be profitable or will equal the performance of the securities discussed in this document. 
United Kingdom and European Economic Area (EEA):  In the United Kingdom, this material is a financial promotion and has been approved by Goldman Sachs Asset Management 
International, which is authorized and regulated in the United Kingdom by the Financial Conduct Authority.  
Switzerland:  This document is provided to you by Goldman Sachs Bank AG, Zürich. Any future contractual relationships will be entered into with affiliates of Goldman Sachs Bank AG, 
which are domiciled outside of Switzerland. We would like to remind you that foreign (Non-Swiss) legal and regulatory systems may not provide the same level of protection in relation to 
client confidentiality and data protection as offered to you by Swiss law. 
Asia Pacific:  Please note that neither Goldman Sachs Asset Management International nor any other entities involved in the Goldman Sachs Asset Management (GSAM) business 
maintain any licenses, authorizations or registrations in Asia (other than Japan), except that it conducts businesses (subject to applicable local regulations) in and from the following 
jurisdictions: Hong Kong, Singapore, Malaysia, and India.  This material has been issued for use in or from Hong Kong by Goldman Sachs (Asia) L.L.C, in or from Singapore by Goldman 
Sachs (Singapore) Pte. (Company Number: 198602165W) and Goldman Sachs Asset Management (Singapore) Pte. Ltd. (Company Number: 201329851H), in or from Malaysia by 
Goldman Sachs (Malaysia) Sdn Berhad (880767W) and in or from India by Goldman Sachs Asset Management (India) Private Limited (GSAM India).    
Australia:  This material is distributed in Australia and New Zealand by Goldman Sachs Asset Management Australia Pty Ltd ABN 41 006 099 681, AFSL 228948 (’GSAMA’) and is 
intended for viewing only by wholesale clients in Australia for the purposes of section 761G of the Corporations Act 2001 (Cth) and to clients who either fall within any or all of the 
categories of investors set out in section 3(2) or sub-section 5(2CC) of the Securities Act 1978, fall within the definition of a wholesale client for the purposes of the Financial Service 
Providers (Registration and Dispute Resolution) Act 2008 (FSPA) and the Financial Advisers Act 2008 (FAA),and fall within the definition of a wholesale investor under one of clause 37, 
clause 39 or clause 40 of Schedule 1 of the Financial Markets Conduct Act 2013 (FMCA) of New Zealand (collectively, a “NZ Wholesale Investor”). GSAMA is not a registered financial 
service provider under the FSPA. GSAMA does not have a place of business in New Zealand. In New Zealand, this document, and any access to it, is intended only for a person who has 
first satisfied GSAMA that the person is a NZ Wholesale Investor.  This document is intended for viewing only by the intended recipient. This document may not be reproduced or 
distributed to any person in whole or in part without the prior written consent of GSAMA. This information discusses general market activity, industry or sector trends, or other broad based 
economic, market or political conditions and should not be construed as research or investment advice.  The material provided herein is for informational purposes only. This presentation 
does not constitute an offer or solicitation to any person in any jurisdiction in which such offer or solicitation is not authorized or to any person to whom it would be unlawful to make such 
offer or solicitation. 
Canada:  This material has been communicated in Canada by Goldman Sachs Asset Management, L.P. (GSAM LP).  GSAM LP is registered as a portfolio manager under securities 
legislation in certain provinces of Canada, as a non-resident commodity trading manager under the commodity futures legislation of Ontario and as a portfolio manager under the 
derivatives legislation of Quebec.  In other provinces, GSAM LP conducts its activities under exemptions from the adviser registration requirements.  In certain provinces, GSAM LP is not 
registered to provide investment advisory or portfolio management services in respect of exchange-traded futures or options contracts and is not offering to provide such investment 
advisory or portfolio management services in such provinces by delivery of this material.   
Japan:  This material has been issued or approved in Japan for the use of professional investors defined in Article 2 paragraph (31) of the Financial Instruments and Exchange Law by 
Goldman Sachs Asset Management Co., Ltd.   
This material is not intended to cause a direct or indirect acquisition of financial services or securities related services or products in Colombia by any Colombian residents. By receiving 
and reading this material, Colombian residents who in the future discretionally solicit GSAM services acknowledge and confirm that such future solicitation of services is not related and 
was not caused by the delivery of this material and was produced as a direct manifestation of interest on GSAM, on an unsolicited basis in accordance with applicable Colombian laws 
and regulations. 
 
Confidentiality 
No part of this material may, without GSAM’s prior written consent, be (i) copied, photocopied or duplicated in any form, by any means, or (ii) distributed to any person that is not an 
employee, officer, director, or authorized agent of the recipient. 
© 2016 Goldman Sachs. All rights reserved. Compliance code: 66341-OTU-432106 
Date of first use: 10/11/2016 


