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Where’s the Beef? It’s Emerging Markets Earnings…
Back in the 80s, an American fast food chain made the memorable slogan, “Where’s the beef?” to imply that its competitors 
were not providing enough substance – in this case - beef! In this update on the Emerging Markets (EM) we take some time to 
lay out why we believe EM is a compelling asset class story. The question we get most often is “what’s the catalyst that’s going 
to drive EM forward?” 

In this case, we’d like to use this easy to remember analogy and highlight “the beef” for the asset class-earnings growth. As 
fundamental, stock-driven investors, this is a core lens through which we look at investments in our fund. 

What’s also interesting about EM earnings is how critical it is for driving asset class performance throughout longer-term cycles. 
When we look at EM’s performance versus Developed Markets (DM) over the long term, we see that relative earnings growth is 
a major driver of EM’s outperformance. 

For example, the 35-year earnings per share (EPS) compound annual growth rate (CAGR) for the US has been 6.4%1. What we’ve 
observed historically is that during strong outperformance periods for EM equities, the earnings growth is double-digit (strong 
on both an absolute and relative basis). 

Fortunately, we are right at a key turning point and the case for EM earnings outpacing DM is strong.  It’s driven by higher 
growth rates (GDP) and less margin pressure as inflationary forces abate. Furthermore, for technology companies in EM, it’s also 
supported by strong market positioning and structural growth drivers such as artificial intelligence (AI). 

As shown In Figure 1, emerging markets are expected to deliver higher earnings growth (relative to DM) over the next 12 and  
24 months. In particular, the major EM constituents – China, India, South Korea, and Taiwan are set to deliver explosive earnings 
growth over the next 2 years. 

Figure 1: Forecast earnings growth across regions
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Developed US Europe Emerging
Markets China Taiwan India South  

Korea

1 year EPS growth 5.0% 6.0% 4.0% 5.8% 18.1% (2.3%) 19.5% 9.2%

2 years EPS growth 11.0% 11.9% 6.8% 18.2% 14.5% 23.6% 17.8% 66.6%

Source: FactSet as at 15 June 2023, using MSCI country indexes.

What’s also interesting about EM earnings is how critical it is for driving asset class 
performance throughout longer-term cycles. When we look at EM’s performance versus 
developed markets (DM) over the long term, we see that relative earnings growth is a 
major driver of EM’s outperformance. 

1Source: CLSA research report “CLSA Strategy 2Q23 Goldilocks Found” published 17 April 2023.
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Divergence between earnings and share prices in China

Recently we have observed strong earnings delivery from two key areas in the Chinese stock market: 1) Chinese digital economy 
stocks and 2) Chinese financials – namely insurance companies. 

Below we highlight the positive divergence between fundamental earnings delivery (relative to MSCI EM) and the stock 
performance (relative to MSCI EM) using the two largest Chinese benchmark holding in the MSCI EM (Tencent and Alibaba). 
When we see such a divergence between share prices and stock earnings, we view this as an opportunity for fundamental, 
bottom-up investors. We have increasing confidence in the profitability of these quality growth companies in EM.

143.4

49.4

0

20

40

60

80

100

120

140

160

180

220

200

May 18 Sep 18 Jan 19 May 19 Sep 19 Jan 20 May 20 Sep 20 Jan 21 May 21 Sep 21 Jan 22 May 22 Sep 22 Jan 23 May 23 Sep 23

Alibaba EPS – Next Twelve Months relative to MSCI EM Alibaba – Price relative to MSCI EM

Alibaba, Diverging EPS and Price Relative to Index

183.7

99.1

0

20

40

60

80

100

120

140

160

180

200

May 18 Sep 18 Jan 19 May 19 Sep 19 Jan 20 May 20 Sep 20 Jan 21 May 21 Sep 21 Jan 22 May 22 Sep 22 Jan 23 May 23 Sep 23

Tencent EPS – Next Twelve Months relative to MSCI EM Tencent – Price relative to MSCI EM

Tencent, Diverging EPS and Price Relative to Index

The information provided should not be considered a recommendation to purchase or sell any particular security. It should 
not be assumed that any of the securities discussed here were or will prove to be profitable. It is not known whether the 
stocks mentioned will feature in any future portfolios managed by Martin Currie. Any stock examples will represent a small 
part of a portfolio and are used purely to demonstrate our investment style. 

Source: FactSet as at 26 June 2023.

Source: FactSet as at 26 June 2023.



Where’s the Growth? EM GDP vs DM GDP

While acknowledging the difficulty of predicting growth in 2023, the International Monetary Fund (IMF) has just published its 
forecasts for DM and EM. The IMF expects that EM will outgrow the advanced economies, forecasting 4.0% GDP growth for EM 
and 1.2% for DM. Global growth is estimated at just under 3.0% for 2023. Within that, China and India are expected to be key 
drivers of this, contributing to approximately 50% of that growth projection.

Figure 2: Forecast real GDP growth across regions

Forecast Real 
GDP growth US Europe Emerging 

Markets China India Latin 
America MENA

2023 1.4% 0.7% 4.0% 5.2% 6.1% 1.8% 3.2%

2024 1.0% 1.6% 4.2% 4.5% 6.8% 2.1% 3.7%

Source: IMF as at June 2023.

Where’s the Valuation? EM Valuation vs DM Valuation

Given this combination of GDP/macro growth and earnings growth, EM offers a once in a generation opportunity in terms of a 
reasonable absolute and relative valuation. The asset class is trading at a 35% discount to MSCI World.  Using a medium-term 
outlook, MSCI EM is trading at 10x P/E versus MSCI World at 15x. 
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Source: Bloomberg as at 15 June 2023.

Under the radar at the country level, we see that valuations within the EM complex are also very compelling. Most notably, China 
and Brazil are trading at single digit price-to-earnings (P/E) ranges over the next 2 years. 

Figure 3: Forecast price-to-earnings ratios across regions

World US Emerging 
Markets China India Taiwan Korea Brazil Mexico

P/E Forward 17.0 20.2 13.5 11.1 23.2 18.3 18.4 8.1 12.3

P/E FY 2 15.3 18.0 11.4 9.7 19.7 14.8 11.1 7.5 11.9

Source: Factset as at 15 June 2023, using MSCI country indexes.
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So, where’s the beef?

The beef may have been in DM over the past decade, but that does not mean it will continue and the current backdrop in EM looks 
exciting! With superior GDP growth expectations, trading at discounted valuations, and the expectations for stronger earnings 
growth going forward, it’s clear the beef is now in EM.

EARNINGS

GROWTH

VALUATION



This information is issued and approved by Martin Currie 
Investment Management Limited (‘MCIM’), authorised 
and regulated by the Financial Conduct Authority. It does 
not constitute investment advice. Market and currency 
movements may cause the capital value of shares, and the 
income from them, to fall as well as rise and you may get 
back less than you invested.

The information contained in this document has been 
compiled with considerable care to ensure its accuracy. 
However, no representation or warranty, express or implied, 
is made to its accuracy or completeness. Martin Currie has 
procured any research or analysis contained in this document 
for its own use. It is provided to you only incidentally and any 
opinions expressed are subject to change without notice.

This document may not be distributed to third parties. It 
is confidential and intended only for the recipient. The 
recipient may not photocopy, transmit or otherwise share this 
document, or any part of it, with any other person without 
the express written permission of Martin Currie Investment 
Management Limited.

The document does not form the basis of, nor should it be 
relied upon in connection with, any subsequent contract 
or agreement. It does not constitute, and may not be used 
for the purpose of, an offer or invitation to subscribe for or 
otherwise acquire shares in any of the products mentioned.

Past performance is not a guide to future returns.

The distribution of specific products is restricted in certain 
jurisdictions, investors should be aware of these restrictions 
before requesting further specific information.

The views expressed are opinions of the portfolio managers 
as of the date of this document and are subject to change 
based on market and other conditions and may differ from 
other portfolio managers or of the firm as a whole. These 
opinions are not intended to be a forecast of future events, 
research, a guarantee of future results or investment advice.

Please note the information within this report has been 
produced internally using unaudited data and has not been 
independently verified. Whilst every effort has been made to 
ensure its accuracy, no guarantee can be given.

The information provided should not be considered a 
recommendation to purchase or sell any particular strategy/ 
fund/security. It should not be assumed that any of the 
securities discussed here were or will prove to be profitable.

It is not known whether the stocks mentioned will feature in 
any future portfolios managed by Martin Currie. Any stock 
examples will represent a small part of a portfolio and are 
used purely to demonstrate our investment style. 

Risk warnings – Investors should also be aware of the 
following risk factors which may be applicable to the 
strategy shown in this document.

•  Investing in foreign markets introduces a risk where 
adverse movements in currency exchange rates could 
result in a decrease in the value of your investment. 

•  This strategy may hold a limited number of investments. 
If one of these investments falls in value this can have 
a greater impact on the strategy’s value than if it held a 
larger number of investments.

•  Smaller companies may be riskier and their shares may be 
less liquid than larger companies, meaning that their share 
price may be more volatile.

•  Emerging markets or less developed countries may face 
more political, economic or structural challenges than 
developed countries. Accordingly, investment in emerging 
markets is generally characterised by higher levels of risk 
than investment in fully developed markets.

•  The strategy may invest in derivatives Index futures and 
FX forwards to obtain, increase or reduce exposure to 
underlying assets.  The use of derivatives may result in 
greater fluctuations of returns due to the value of the 
derivative not moving in line with the underlying asset.  
Certain types of derivatives can be difficult to purchase or 
sell in certain market conditions.

For wholesale investors in Australia:

This material is provided on the basis that you are a 
wholesale client within the definition of ASIC Class Order 
03/1099. MCIM is authorised and regulated by the FCA 
under UK laws, which differ from Australian laws.
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with the Securities and Exchange Commission. 
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