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Emerging Markets Equity Strategy Notes  
Second Quarter 2024 (1 April – 30 June 2024) 

The Brandes Emerging Markets Equity Strategy declined 0.73% (gross of fees), underperforming its benchmark, the 
MSCI Emerging Markets Index, which was up 5.00% in the quarter, and the MSCI Emerging Markets Value Index, which 
gained 5.08%.  
 
Positive Contributors 
Standout contributors included holdings in financials, led by India-based HDFC Bank, Slovenian Nova Ljubljanska 
Banka, Austria-domiciled Erste Group, and U.K.-headquartered HSBC Holdings.   
 
Semiconductor holdings SK Hynix and Taiwan Semiconductor Manufacturing Company (TSMC) also helped returns, 
along with telecom companies Indus Towers, Magyar Telekom, and Millicom International Cellular.   
 
TSMC received Taiwanese government approval to finance the construction of manufacturing facilities in Japan and 
the U.S., positioning it to support the growing demand for artificial intelligence and high-performance computing 
technologies. Additionally, TSMC and SK Hynix signed a memorandum of understanding to collaborate on the 
development of next-generation high bandwidth memory (HBM) and advanced packaging technology.   
 
Performance Detractors 
Mexico was among the worst-performing markets in the benchmark as the presidential election results led to investor 
concerns about the potential for less market-friendly policies by the new government. Several of our holdings were 
impacted by the negative market sentiment, most notably real estate investment trusts Fibra Uno and Terrafina, 
household products company Kimberly-Clark de Mexico, and Cemex. Moreover, our overweight hurt relative returns.  
 
Amid the macroeconomic challenges, we maintain confidence in the company fundamentals of our holdings in 
Mexico.  In our opinion, they are well managed, with low susceptibility to government intervention and long histories 
navigating turbulent times.  
 
Beyond Mexico, several of our holdings in China weighed on performance, including solar modules manufacturer 
LONGi Green Energy Technology and specialty retailer Topsports International. Other detractors included Bank Rakyat 
Indonesia and Brazilian grocer Sendas Distribuidora.  
 
Bank Rakyat Indonesia delivered weaker-than-expected results due to rising credit costs, while also lowering its net-
interest-margin outlook and noting a deterioration in asset quality for its small and micro business segment. We view 
these issues as temporary and took advantage of the share-price pressure to add to our position.   
 
Select Activity in the Quarter 
We initiated positions in Hong Kong-domiciled China Resources Beer and China-based NetEase.  
 
China Resources Beer (CR Beer) is the largest brewer in China by volume. With approximately 25% market share, CR 
Beer outpaces competitors such as Tsingtao Brewery and Budweiser APAC, which hold approximately 19% and 16% 
share, respectively. CR Beer’s diverse portfolio includes beer brands strategically positioned for different consumer 
segments. The flagship brand, Snow, caters to the mainstream segment. It also partners with Heineken—in addition to 
offering its own premium Snow brand variants—to target the sub-premium segment and above.  
 
CR Beer’s shares currently trade at depressed valuation multiples compared to both their own historical averages and 
to peers. Post-COVID consumption recovery in China has been slower than anticipated, and the country faces a 
potentially weak economic outlook over the medium to long term. Additionally, downtrading (i.e., consumers shifting 
to lower-priced products) puts further pressure on CR Beer’s prospects.  
 
We believe these headwinds—and the resulting depressed valuation levels—have provided a good entry point for an 
investment in CR Beer. In our view, the company is well positioned to take advantage of the long-term beer 
premiumisation trend in China, especially given its partnership with Heineken and its ability to maintain market 
leadership. We also appreciate CR Beer’s historically robust free-cash-flow generation and solid returns on capital, 
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especially during the tumultuous past three years. The company’s management team, known for its efficiency 
improvement initiatives, adds to the stock’s appeal. At its current price, CR Beer offers an attractive risk/reward to us.  
 
Besides the new purchases, major portfolio activity included the full sells of Indian electric utility NTPC and Singapore-
based bank DBS Group, which both appreciated to our estimates of their intrinsic values.  
 
Year-to-Date Briefing 
The Brandes Emerging Markets Equity Strategy returned 2.66% (gross of fees), underperforming its benchmark, the 
MSCI Emerging Markets Index, which was up 7.49% in the six months ended 30 June 2024, and the MSCI Emerging 
Markets Value Index, which gained 6.46%.  
 
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.  Taiwanese TSMC and Wiwynn Corporation also lifted performance, along with India’s Indus 
Towers. 
 
As was the case for the quarter, holdings in China, Indonesia, and Mexico detracted from performance, most notably 
LONGi Green Energy Technology, TravelSky Technology, Topsports International, Fibra Uno, and Bank Rakyat 
Indonesia. Other detractors included Sendas Distribuidora and Taiwanese financial services firm Chailease Holding.   
 
Current Positioning  
The portfolio weightings from geographic and sector perspectives were largely unchanged in the quarter. We continue 
to find value potential in Latin America through our diversified positions in telecommunications, utilities, energy, and 
real estate, while maintaining underweights to India, Taiwan, and China.  
 
On a sector basis, the portfolio holds overweights to real estate, consumer staples, industrials, and financials. 
Meanwhile, key underweights remain in the materials, health care, energy, and information technology sectors.  
 
As of 30 June 2024, the Brandes Emerging Markets Equity Strategy trades at more compelling valuation levels than 
the benchmark, in our opinion. 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.  

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 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. 

https://www.brandes.com/termdefinitions
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