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Market Backdrop 

 

While we are only three-quarters of the way 

through the year, it has been encouraging to see 

Emerging Markets equities deliver healthy absolute 

returns. However, much of the strength in the 

broader MSCI Emerging Markets Index has come 

from China, to which the Fund has no exposure. 

As a result, the MSCI Emerging Markets ex China 

Index has lagged the wider benchmark over the 

year. It is important not to place too much weight 

on short-term relative moves, whether positive or 

negative. Our investment horizon remains firmly 

five years and beyond, and over this timeframe, 

Emerging Markets ex-China has compared 

favorably with its China-inclusive counterpart. 

More importantly, many Emerging Markets ex 

China economies continue to distinguish 

themselves by pursuing conservative fiscal policy, 

orthodox monetary frameworks, and maintaining a 

reasonable degree of political stability. Even in 

markets that are not fully democratic, governments 

have generally remained supportive of private 

enterprise and economic development. We believe 

this combination of macro stability, pro-growth 

policy, and attractive valuations provides a 

compelling foundation for long-term investors. 

 

Performance 

 

The Fund outperformed the MSCI Emerging 

Markets ex China Index over the third quarter.  

 

It was no surprise to see TSMC among the largest 

contributors to performance. The company 

reported revenues of $30 billion in quarter 2, 

representing a 39% year-over-year increase. While 

broader Artificial Intelligence (AI)-related market 

enthusiasm provided a positive backdrop, the 

share price appreciation was primarily supported 

by concrete evidence of TSMC's critical role in the 

AI supply chain. In addition, reports of Apple 

securing "nearly half" of TSMC's 2nm (nanometer) 

output were a significant development. 

 

Also, among the top contributors this quarter was 

Samsung Electronics. After a weak first half, 

weighed down by challenges in both its memory 

and foundry businesses, sentiment improved as 

qualification for Nvidia and Advanced Micro 

Devices orders turned the news flow more 

positive. In addition, the announcement of a 

US$16.5 billion multi-year chip supply deal with 

Tesla - the largest in Samsung’s foundry history - 

further boosted confidence, underlining its 

ambition to challenge TSMC in advanced logic. 

With over ₩100 trillion in cash, Samsung remains 

well placed to invest across its businesses. 

 

Impala Platinum, the South African mining 

company, was another strong contributor to 

performance in quarter 3 2025, supported by both 

robust fundamentals and a favorable commodity 

backdrop. The company delivered improved free 

cash flow of R2.4 billion in Financial Year 2025 

(ending in June), alongside a strengthened balance 

sheet with over R8 billion in net cash, which 

reassured investors of its resilience. Externally, 

platinum prices rose to their highest level in over a 

decade in early quarter 3, amplifying the earnings.  

 

While MercadoLibre has been a regular contributor 

to the Fund’s performance, this quarter it 

somewhat unusually finds itself among the 

detractors. It's quarter 2, 2025, net profit of 

US$523 million missed estimates, largely due to 

margin pressure from an expanded free-shipping 

policy in Brazil, and currency losses, notably from 

the Argentine peso. The free-shipping push, while 

boosting gross merchandise volume (GMV) and 

sales, squeezed operating margins. We view 

concerns as relatively short-term as the company 

sacrifices some margin to drive revenues and 

market share. 

 

Reliance Industries detracted from performance as 

policy and trade uncertainty around crude imports, 

particularly linked to India’s use of discounted 

Russian oil and new United States tariffs on Indian 

goods, weighed on sentiment and raised concerns 

about margins in its Oil-to-Chemicals division. By 

contrast, its Retail arm delivered resilient growth 

(revenues +11% Year over Year, Earnings Before 

Interest, Taxes, Depreciation, and Amortization 

(EMITDA) +13% Year over Year). We continue to 

view the group’s scale, diversified cash flows and 

disciplined capital allocation as supportive of the 

long-term investment case. 

 

Axis Bank also detracted from performance as 

higher provisions for stressed loans and softer 

margins weighed on results. Net profit declined 
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4% year-on-year despite steady loan growth of 

8%, with net interest margins slipping to 3.8%. 

The rise in loans moving into non-performing 

status drove the increase in provisions, though 

management notes that credit quality trends are 

beginning to stabilize and deposit growth should 

recover as recent headwinds ease.  

 

Notable Transactions 

 

There were three new purchases during the 

quarter: Eletrobras, FPT Group and Hyundai 

Glovis. 

 

The Fund has taken a holding in Eletrobras, Brazil’s 

largest electricity company. It has the opportunity 

to grow revenues by selling more of its generated 

power at market prices, as well as gaining new 

contracts in transmission. Additional upside could 

arise from its exposure to renewables and as an AI 

and datacenter player.  

 

We have broadened the Vietnamese exposure in 

the Fund through the addition of FPT Group, the 

leading IT outsourcer in Vietnam. With high quality 

of earnings and returns on capital, faster growth 

than its Indian peers, and a lower valuation, we 

believe this to be accretive to the Fund generally, 

as well as deepening the exposure to Vietnam's 

high-growth economy. 

 

The Fund has taken a new holding in 

Hyundai Glovis (the logistics arm of the Hyundai 

Group). The company’s growth outlook is entwined 

with that of the Hyundai Motor Group - on which 

we have a positive long-term view - while it is also 

a potential beneficiary of the significantly positive 

governance changes that have been underway. 

 

There were also two complete sales during the 

quarter: KGHM and WNS. 

 

KGHM is a high-cost state-owned Polish miner. 

We had hoped a period of elevated copper prices 

might allow the company to fund self-help in a 

number of areas, but progress has been slower 

than we would have liked. 

 

WNS accepted a takeover offer from Capgemini, 

and the shares moved to within 0.5% of the offer 

price. As a result, we sold and reinvested proceeds 

elsewhere.  

 

Outlook 

 

Clearly, sentiment towards Emerging Markets has 

improved, helped in part by China’s recent 

rebound. However, we would emphasize that the 

opportunity set beyond China is equally 

compelling. Many Emerging Markets ex China 

economies are underpinned by more orthodox 

fiscal and monetary policy, stronger demographics, 

and governments generally supportive of private 

enterprise. Against this backdrop, the Fund’s 

portfolio companies have continued to deliver 

strong operational results, giving us confidence 

that recent share price gains can be sustained. 

Inevitably, there will be volatility, which is why we 

remain diversified across geographies and sectors. 

Importantly, the vast majority of the Fund’s 

holdings have net cash balance sheets, providing 

resilience against potential shocks. Looking ahead, 

we continue to see a rich pipeline of ideas, from 

under-owned Vietnamese stocks to Brazilian 

power generation, and there remains healthy 

competition for capital within the Fund. 
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