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Emerging Markets Equity Strategy Notes  
Fourth Quarter 2024 (1 October – 31 December 2024) 

The Brandes Emerging Markets Equity Strategy declined 6.60% (gross of fees), outperforming its benchmark, the 
MSCI Emerging Markets Index, which was down 8.01% in the quarter, and the MSCI Emerging Markets Value Index, 
which declined 9.21%.  
 
Positive Contributors 
Leading contributors included holdings in Taiwan, specifically Wiwynn and Taiwan Semiconductor Manufacturing 
Company.  
 
Wiwynn, a well-positioned original design manufacturer for hyperscalers, continued its strong performance that began 
in 2023, during which the stock appreciated over 130%. Wiwynn’s shares have benefited from market excitement 
around artificial intelligence (AI) and, more recently, from its larger-than-expected win of Amazon AWS AI server 
business, which nicely complements its existing contracts with Microsoft and Meta.  
 
Other notable performers included select holdings in financials, such as Panama’s Banco Latinoamericano de 
Comercio Exterior, Austria-domiciled Erste Group, Georgia-based TBC Bank, and U.K.-based HSBC.  
 
Additionally, the portfolio’s underweight to India aided relative returns, as did its underweight to the materials sector.  
 
Performance Detractors 
Several holdings in China gave back some of their strong gains from the third quarter as optimism regarding the 
Chinese government’s announced stimulus waned. Notable detractors included Alibaba, China Resources Beer, and 
ZTO Express.  
 
Other poor performers included South Korea’s Samsung Electronics and domestically oriented holdings in Brazil. 
Telecom services provider TIM, food retailer Sendas Distribuidora, and utility ENGIE Brasil Energia all declined as a 
deteriorating outlook for fiscal reform in Brazil hurt market sentiment.  
 
Furthermore, although several of our financials holdings were solid contributors, IndusInd Bank and Bank Rakyat 
Indonesia detracted from returns. We took advantage of the share-price weakness to add to our positions.  
 
Select Activity in the Quarter 
We initiated positions in Wal-Mart de Mexico, Telkom Indonesia, and Hong Kong-based semiconductor packaging and 
assembly supplier ASMPT. Additionally, we exited the position in China-based Midea Group after it appreciated to our 
estimate of its intrinsic value.  
 
Wal-Mart de Mexico (Walmex) became Walmart’s first international business through a 1991 joint venture with 
Mexico’s leading retailer, CIFRA. In 1997, Walmart acquired a majority stake in the company. Today, Walmex operates 
over 3,000 stores in Mexico and over 900 stores in Central America, establishing itself as a dominant, best-in-class 
retailer in Mexico with a market share that is three times that of the #2 and #3 players.  
 
Two main factors have created a buying opportunity in Walmex: 1) macroeconomic concerns driven by recent national 
elections in both Mexico and the United States, and 2) anticipation of the Federal Economic Competition 
Commission’s (COFECE) ruling regarding alleged monopolistic practices.  
 
In 2020, COFECE, which is responsible for regulating anti-competitive behavior, issued a report that included several 
allegations about modern retail trade in Mexico, frequently singling out Walmex. Later, the commission informed 
Walmex that it had initiated an investigation into its market dominance in the wholesale supply and distribution of 
consumer goods. 
 
At the time of our purchase, the outcome of the investigation was yet to be announced. After incorporating very 
conservative assumptions to account for the risk factors, including potential fines and regulatory restrictions that 
might impact sales and margins, we believed Walmex represented an attractive opportunity. We appreciate that 
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Walmex’s operating margin has been stable, its free-cash-flow generation and returns on invested capital have been 
robust, and that the company has a net-cash balance sheet (excluding leases). In December 2024, COFECE concluded 
its investigation against Walmex, imposing a U.S.$4.6 million fine and several sales and pricing restrictions. As our 
intrinsic value estimate already considers these risks, we remain confident in Walmex’s upside potential. Walmex has 
rejected COFECE’s decision and plans to appeal the ruling. 
 
Year-to-Date Briefing 
The Brandes Emerging Markets Equity Strategy returned 8.35% (gross of fees), outperforming its benchmark, the 
MSCI Emerging Markets Index, which was up 7.50% in 2024 and the MSCI Emerging Markets Value Index, which 
gained 4.51%.  
 
Holdings in the industrials and financials sectors helped returns, led by Brazilian regional jet manufacturer Embraer, 
Slovenia-based Nova Ljubljanska Banka, Austria-based Erste Group, and Panama-based Banco Latinoamericano. 
Taiwan Semiconductor Manufacturing Company and Wiwynn also lifted performance, along with China-based battery 
manufacturer Contemporary Amperex Technology and India’s Indus Towers. 
 
Notable detractors included holdings in China and Mexico, such as LONGi Green Energy Technology, TravelSky 
Technology, Topsports International, Fibra Uno, and Kimberly-Clark de Mexico. Additionally, Sendas Distribuidora, 
Samsung Electronics, and IndusInd Bank hurt performance, as did Taiwanese leasing company Chailease Holding.  
 
Current Positioning  
The portfolio maintains a significant overweight in Latin America, with diversified investments in telecommunications, 
utilities, energy, and real estate. 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.  
 
The continued underperformance of emerging markets stocks relative to their developed markets counterparts, 
especially the U.S. (MSCI Emerging Markets vs. MSCI World and MSCI USA), has led to a growing aversion to having 
an allocation to emerging market equities. The threat of tariffs, along with the U.S. dollar strength that is near all-time 
high levels dating back to 1971, brings an additional obstacle to the case for emerging markets.  
 
We are optimistic that now is a great time to invest in or add to emerging markets equities. Emerging markets and 
U.S. stocks have historically cycled though periods of outperformance and underperformance, with valuation gaps 
between the two markets and the exchange rate of the U.S. dollar often being the catalysts for market leadership 
change. The current U.S. market leadership cycle is now going on 13 years, well exceeding the historical average 
market cycle length of approximately eight years. Moreover, the valuation gap between emerging markets stocks and 
U.S. stocks is now near its widest level in 40 years following the strong run in U.S. equities over the past decade.  
 
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.  

The MSCI World Index with net dividends captures large and mid cap representation of developed markets. 

The MSCI USA Index measures the performance of the large and mid cap segments of the U.S. equity market. 

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 

https://www.brandes.com/termdefinitions
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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. 
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unincorporated associations etc.”) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 or to whom it may otherwise lawfully be 
communicated (all such persons together being referred to as “Relevant Persons”). This communication must not be acted on or relied on by persons who are not 
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