
 

Brandes Investment Partners  
Emerging Markets Equity Strategy Notes  
Third Quarter 2024 (July 1 – September 30, 2024) 

The Brandes Emerging Markets Equity Strategy gained 10.30% net of fees and 10.43% gross of fees, outperforming its 
benchmark, the MSCI Emerging Markets Index, which was up 8.72% in the quarter, and the MSCI Emerging Markets Value 
Index, which returned 8.12%.  
 
Annualized total return as of September 30, 2024 1-year 5-year 10-year 
Brandes Emerging Markets Equity Composite (net) 25.44% 6.79% 3.62% 
Brandes Emerging Markets Equity Composite (gross) 26.19% 7.39% 4.31% 
MSCI Emerging Markets Index  26.05% 5.74%  4.02% 
Past performance is not a guarantee of future results. One cannot invest directly in an index. Returns include reinvestment of all dividends and are reduced by any 
applicable foreign withholding taxes, without provisions for income taxes, if any.  
 
Positive Contributors 
Contributors were led by holdings in China, including Alibaba, Contemporary Amperex Technology Co (CATL), Ping An 
Insurance, China Resources Beer, and ZTO Express.  
 
Alibaba appreciated as significant market negativity toward Chinese companies began to abate amid newly announced 
government stimulus measures. We believe Alibaba continues to offer an attractive margin of safety (the discount of market price 
to our estimate of intrinsic value) following the share-price increase. Its core business trades at a single-digit multiple of 
earnings, the company has a robust net-cash balance sheet, and its market share in e-commerce has started to stabilize. 
 
Other notable performers included select banks, such as Thailand’s Kasikornbank, Austria-based Erste Group, and PT 
Bank Rakyat Indonesia.  
 
Brazilian regional jet manufacturer Embraer also rose as its earnings improved on strong air travel demand. Additionally, 
the company announced that it will receive $150 million from Boeing for the latter company’s unsuccessful takeover bid, 
while its stock benefited from its recent inclusion in the MSCI Emerging Markets Index.  
 
Performance Detractors 
Several holdings in information technology gave back some of their solid gains from the past few months, particularly 
South Korea-based Samsung Electronics and SK Hynix, Taiwanese Wiwynn Corporation, and Hong Kong-based PAX 
Global Technology. 
 
Meanwhile, the overhang of Mexico’s national election continued to weigh on our holdings in the country, with real estate 
investment trust Terrafina and consumer products company Kimberly-Clark de Mexico being the worst performers. As 
noted last quarter, we remain confident in the fundamentals of our holdings in Mexico amid the macroeconomic and 
political challenges. Not only do our Mexican holdings have strong business profiles, in our opinion, but they also exhibit 
low susceptibility to government intervention and have long histories navigating turbulent times.  
 
Other detractors included Brazil-based consumer staples business Sendas Distribuidora and Chinese specialty retailer 
Topsports International. Topsports issued a profit warning, anticipating a 35% year-over-year decline in earnings due to 
weakened consumer sentiment and increased price discounting. We view the stock sell-off as a good buying opportunity 
and consequently added to our position.  
 
Select Activity in the Quarter 
The emerging markets investment committee initiated positions in China-based Haier Smart Home and Greece’s Hellenic 
Telecommunications Organization, while divesting positions in China-based Gree Electric Appliances and South Korean 
tobacco company KT&G.  



 

 
Founded in 1984, Haier Smart Home is a leading global manufacturer of home appliances and consumer electronics. Its 
product offerings include major and small appliances, HVAC products, and water heaters. Among the three largest 
appliance makers in China (i.e., Haier, Gree, and Midea), Haier boasts the strongest overseas presence and was the first of 
the group to establish an original brand manufacturer business abroad. To expand its geographic reach, Haier acquired 
GE Appliances in the U.S., Fisher & Paykel in New Zealand, AQUA in Japan, and Candy in Italy.  
 
Haier replaced Gree as a holding in the portfolio. While both companies trade at comparable valuation levels, we view 
Haier as a higher-quality alternative to Gree. We appreciate Haier’s strong global footprint and brand reputation, its 
proactive acquisition strategies, and its cutting-edge technologies across multiple product categories. Additionally, the 
company maintains a leading position in China’s domestic home appliance market and sustains robust pricing power 
through successful product premiumization. At its current valuations, Haier represents an appealing risk/reward tradeoff 
to us.  
 
Year-to-Date Briefing 
The Brandes Emerging Markets Equity Strategy returned 15.59% net of fees and 16.01% gross of fees, underperforming 
its benchmark, the MSCI Emerging Markets Index, which was up 16.86% in the nine months ended September 30, 2024, 
but outperforming the MSCI Emerging Markets Value Index, which gained 15.11%.  
 
Holdings in the industrials and financials sectors helped returns, led by Brazilian regional jet manufacturer Embraer, 
Slovenia-based Nova Ljubljanska Banka, South Korean Hana Financial Group, and Panama-based Banco Latinoamericano. 
Taiwan Semiconductor Manufacturing Company, Alibaba, and CATL also lifted performance, along with India’s Indus 
Towers. 
 
Holdings in China and Mexico detracted from performance, most notably LONGi Green Energy Technology, TravelSky 
Technology, Topsports International, Fibra Uno, and Kimberly-Clark de Mexico. Other detractors included Sendas 
Distribuidora and Samsung Electronics.  
 
Current Positioning  
The portfolio maintains a significant overweight in Latin America, with diversified investments in telecommunications, 
utilities, energy, and real estate. In our view, these holdings stand to benefit from potential deflationary input costs and the 
increasing trend of nearshoring in Mexico and nearby regions. Conversely, India and Taiwan remain areas of key 
underweights for the portfolio as we have not identified substantial value opportunities in these markets.  
 
On a sector basis, the portfolio holds large overweights in consumer staples, industrials, and financials, while remaining 
underweight in materials, health care, energy, and information technology.  
 
Furthermore, the portfolio includes businesses that we believe are well positioned to eventually benefit from post-COVID 
normalization. Although the recovery in Chinese consumer spending has taken longer than we initially anticipated, we 
continue to believe that select holdings in industries such as gaming, travel, and apparel represent undervalued 
opportunities that may be tied to the broader resurgence of the Chinese economy. While we remain underweight in China, 
the gap has narrowed materially in recent years. Our allocation to Chinese companies has increased as we added new 
value opportunities to the portfolio, while China’s weighting in the benchmark has decreased due to its underperformance 
relative to other markets within the MSCI Emerging Markets Index.  
 
Looking ahead, we believe the current fundamentals of our holdings bode well for the long term, and we are excited about 
the strategy’s prospects. 
 
 
For term definitions, please refer to https://www.brandes.com/termdefinitions 

The MSCI Emerging Markets Index with net dividends captures large and mid cap representation of emerging market countries.  

The MSCI Emerging Markets Value Index with gross dividends captures large and mid cap securities exhibiting value style characteristics, defined using book value to 
price, 12-month forward earnings to price, and dividend yield.  

https://www.brandes.com/termdefinitions


 

MSCI has not approved, reviewed or produced this report, makes no express or implied warranties or representations and is not liable whatsoever for any data in the report. 
You may not redistribute the MSCI data or use it as a basis for other indices or investment products.  

The foregoing Quarterly Commentary reflects the thoughts and opinions of Brandes Investment Partners® exclusively and is subject to change without notice. The 
information provided in the commentary should not be considered a recommendation to purchase or sell any particular security. It should not be assumed that any security 
transactions, holdings or sectors discussed were or will be profitable, or that the investment recommendations or decisions we make in the future will be profitable or will 
equal the investment performance discussed herein. International and emerging markets investing is subject to certain risks such as currency fluctuation and social and 
political changes; such risks may result in greater share price volatility. There is no assurance that any securities discussed herein will remain in an account’s portfolio at 
the time you receive this report or that the securities sold have not been repurchased. The actual characteristics with respect to any particular account will vary based on a 
number of factors including but not limited to: (i) the size of the account; (ii) investment restrictions applicable to the account, if any; and (iii) market exigencies at the time 
of investment. Unlike bonds issued or guaranteed by the U.S. government or its agencies, stocks and other bonds are not backed by the full faith and credit of the United 
States. Stock and bond prices will experience market fluctuations. Please note that the value of government securities and bonds in general have an inverse relationship to 
interest rates. Bonds carry the risk of default, or the risk that an issuer will be unable to make income or principal payment. There is no assurance that private guarantors or 
insurers will meet their obligations. The credit quality of the investments in the portfolio is not a guarantee of the safety or stability of the portfolio. Investments in Asset 
Backed and Mortgage Backed Securities include additional risks that investors should be aware of such as credit risk, prepayment risk, possible illiquidity and default, as 
well as increased susceptibility to adverse economic developments. Securities of small companies generally experience more volatility than mid and large sized 
companies. Although the statements of fact and data in this report have been obtained from, and are based upon, sources that are believed to be reliable, we cannot 
guarantee their accuracy, and any such information may be incomplete or condensed. Strategies discussed are subject to change at any time by the investment manager in 
its discretion due to market conditions or opportunities. The Brandes investment approach tends to result in portfolios that are materially different than their benchmarks 
with regard to characteristics such as risk, volatility, diversification, and concentration. Please note that all indices are unmanaged and are not available for direct 
investment. Past performance is not a guarantee of future results. No investment strategy can assure a profit or protect against loss. Market conditions may impact 
performance. The performance results presented were achieved in particular market conditions which may not be repeated. Moreover, the current market volatility and 
uncertain regulatory environment may have a negative impact on future performance. The margin of safety for any security is defined as the discount of its market price to 
what the firm believes is the intrinsic value of that security. The declaration and payment of shareholder dividends are solely at the discretion of the issuer and are subject 
to change at any time. 

United States: Issued by Brandes Investment Partners, L.P., 4275 Executive Square, 5th Floor, La Jolla, CA 92037. 

Singapore/Asia: FOR INSTITUTIONAL/ACCREDITED INVESTOR USE ONLY. Issued by Brandes Investment Partners (Asia) Pte Ltd., The Gateway West, 150 Beach Road, #35-
51, Singapore 189720. Company Registration Number 201212812M. ARBN:164 952 710. This document is for “institutional investors” or “accredited investors” as defined 
under the Securities and Futures Act, Chapter 289 of Singapore and may not be distributed to any other person. This document is being provided for information purposes 
only. Incorporated in Singapore in 2012, Brandes Investment Partners (Asia) Pte Ltd (Brandes Asia) provides portfolio management services to clients in Asia (as permitted 
under local law). Brandes Investment Partners, L.P., a U.S. registered investment adviser and a sister entity to Brandes Asia, provides research, portfolio construction and 
other support to Brandes Asia. 

Canada: FOR REGISTERED DEALERS AND THEIR REGISTERED SALESPERSONS' USE ONLY. NOT FOR DISTRIBUTION TO INVESTORS. Distributed by Brandes Investment 
Partners & Co., 6 Adelaide Street East, Suite 900, Toronto, ON, M5C 1H6. This communication is for information purposes only and should not be regarded as a sales 
communication or as advice regarding any financial product or services. 

 


