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Louis Lau sheds light on the potential in emerging markets given the heightened attention to inflation and interest rates. He
delves into market forces shaping manufacturing and consumer companies in China, and the near- to medium-term outlook 
for the country. Louis also provides insight into the Brandes Emerging Markets Investment Committee's selection criteria and 
the value approach to emerging markets Brandes has employed for almost three decades. He has 26 years of investment 
experience and has been with Brandes since 2004.

Recently, the focus has shifted from the Federal Reserve’s rate-cut narrative to the 
possibility of interest rates remaining “higher for longer.” While much of this attention 
has been centered around the U.S. market, what implications does this have for investing 
in emerging markets?
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ongoing financial penetration in regions such as India, Indonesia, and the Philippines, or are delivering substantial returns to 
shareholders through dividends and share buybacks. The Mexican entities in our portfolio are reaping the advantages of 
nearshoring trends. This refers to the strategic relocation of businesses to Mexico, which offers reduced production costs and 
proximity to the North and South American markets. Despite the presence of short-term macroeconomic volatility, we maintain 
a positive outlook on the fundamental investment case for our portfolio holdings.

…A closer examination 
at the industry and country 
levels reveals several 
positive drivers in our 
emerging markets portfolio. 

“
The current market focus on inflation and interest rates has led to a cautious approach 
towards emerging markets and their currencies. However, this sentiment may present an 
opportunity for investors to reevaluate emerging markets. Setting aside broad economic 
forecasts, a closer examination at the industry and country levels reveals several positive 
drivers in our emerging markets portfolio. For example, we believe the banks and 
financial companies we own have resilient margins and earnings despite changes in the 
interest rate environment. It's important to note that the monetary policies of emerging 
market central banks do not mirror the Federal Reserve’s, and each country exhibits 
unique economic dynamics. The banks either exhibit strong growth potential, fueled by 

Has there been any change in Brandes’ perspective on China, given the upcoming U.S. 
presidential election, China’s mixed economic recovery signals, and the current state of 
China-Taiwan relations?

Let me break down our portfolio holdings in China into roughly two categories. The first category comprises companies that 
are tied to China's competitiveness in manufacturing, which includes electric vehicle-battery manufacturers and home 
appliances. These firms are thriving, capturing market share internationally, and reaping the benefits of domestic 
replacement demand. Vigilance is warranted concerning potential policy shifts by the U.S. and Europe aimed at curbing the 
penetration of Chinese goods into their markets, which could provoke reciprocal measures affecting U.S. and European 
businesses in China. In anticipation of possible tariff escalations, Chinese companies are strategically relocating production 
outside of China and closer to consumer bases as well as expanding their market presence outside of the U.S. and Europe.
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…The rebound in 
international travel from 
China, increased visitation to 
Macao, and steady 
sportswear sales suggest a 
positive trajectory toward 
pre-COVID levels. 

“The second category comprises consumer companies, which have been performing 
reasonably well at the operational level. Despite this, market sentiment towards these 
companies has been tempered by concerns over the real estate downturn and 
deflationary pressures. However, indicators such as the rebound in international travel 
from China, increased visitation to Macao, and steady sportswear sales suggest a 
positive trajectory toward pre-COVID levels. This trend supports the long-term potential 
of these consumer-driven businesses. 

Regarding China-Taiwan relations, we've seen several high-level exchanges taking place 
between U.S. and Chinese officials. We think these meetings could have helped to 
defuse tensions and may reduce the risk of conflict in the near and medium term.

What other regions or industries in Brandes’ emerging markets portfolio are you 
excited about?

Brazil stands out due to our significant allocations. The country's attractiveness stems from favorable macroeconomic 
conditions, including fiscal discipline and effective inflation management. Additionally, Brazil's current valuations are notably 
lower relative to its historical averages. We have found value in several sectors in Brazil, including aviation, energy, utilities, 
and communication services.

As Brandes celebrates its 50th anniversary and commitment to long-term fundamental 
value investing, what does the committee look for when selecting companies for the 
EM portfolio?

…This highlights the 
value of active management, 
which can be particularly 
beneficial in markets 
dominated by family and 
state-owned enterprises. 

“Currently, we are focusing on several critical factors in the emerging market opportunity 
set. A significant issue affecting the performance of emerging market equities is the 
suboptimal capital allocation by companies in these markets. At Brandes, we pay close 
attention to corporate governance, and give preference to companies with management 
teams that prioritize shareholder interests, both in terms of capital investment and 
returns. This highlights the value of active management, which can be particularly 
beneficial in markets dominated by family and state-owned enterprises.

Another crucial factor is macroeconomic stability. In certain emerging or frontier 
markets, it is essential to assess whether the company-specific investment case and
strength of the business could offset some of the macroeconomic headwinds. If not, it may be prudent to minimize 
investment in such companies or avoid them altogether.

At Brandes, the heart of value investing lies in the detection of mispricing at the company level. This is characterized by an 
attractive gap between the current stock price and our estimate of intrinsic value, otherwise known as the margin of safety. 
Such undervaluation may stem from various elements, such as the market's disregard for a cyclical downturn or its 
underestimation of a firm's potential for capital returns or earnings growth. In that regard, emerging markets offer a distinctly 
diverse and rich universe. We are proud to have been investing in emerging markets for nearly three decades, and we look 
forward to continuing our commitment to applying our value investing framework to emerging markets.



V A L U E  S P E C I A L I S T S  S I N C E  1 9 7 4 BRANDES.COM  |  PAGE 3

Investment Team Corner: Louis Lau

The declaration and payment of shareholder dividends are solely at the discretion of the issuer and are subject to change at any time.
The portfolio characteristics discussed relate to a single account deemed by Brandes to be generally representative of the strategy as of date noted. Not every account will 
have these exact characteristics. 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. Data is updated on a quarterly basis. 
Past performance is not a guarantee of future results. 
The information provided in this material 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. Strategies discussed are subject to change at any time by the investment manager in its discretion due to market 
conditions or opportunities. Brandes Investment Partners does not guarantee that the information supplied is accurate, complete or timely, or make any warranties with regard 
to the results obtained from its use. 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. 
International and emerging markets investing is subject to certain risks such as currency fluctuation and social and political changes, differences in financial reporting 
standards and less stringent regulation of securities markets which may result in greater share price volatility; such risks are increased when investing in emerging markets. 
Additional risks associated with emerging markets investing include smaller-sized markets, liquidity risks, and less established legal, political, social, and business systems to 
support securities markets. Some emerging markets countries may have fixed or managed currencies that are not free-floating against the U.S. dollar. Certain of these 
currencies have experienced, and may experience in the future, substantial fluctuations or a steady devaluation relative to the U.S. dollar. Frontier markets are less advanced 
capital markets from the developing world. They are countries with investable stock markets that are less established than those in emerging markets.
The foregoing reflects the thoughts and opinions of Brandes Investment Partners® exclusively and is subject to change without notice. Brandes Investment Partners® is a 
registered trademark of Brandes Investment Partners, L.P. in the United States and Canada.
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.
Ireland/Europe: FOR PROFESSIONAL INVESTOR USE ONLY. Issued by Brandes Investment Partners (Europe) Limited, Alexandra House, The Sweepstakes, Ballsbridge, Dublin 
D04 C7H2, Ireland. Registered in Ireland Number 510203. Authorised and regulated by the Central Bank of Ireland. 
Canada: 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 service. 


