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Emerging markets: One index, different destinies
For three decades, allocators have bought emerging markets on a narrative: faster growth, better demographics, and deeper integration into world trade. It was a convenient story, and it built a large asset class. However, treating EM as a monolith disguises the complexity inherent in investing in such a diverse universe and, in our view, limits your performance potential.
A single EM index today spans technology exporters such as Taiwan and South Korea, vast domestic economies such as India and Indonesia, manufacturing hubs such as China and Vietnam, resource producers such as Brazil and Chile, and capital-rich Gulf states such as Saudi Arabia and the UAE. These are not variations on a theme. They differ in economic structure, institutional quality, corporate governance and exposure to external shocks – and those differences, not the aggregate growth rate, determine what investors are paid.
Growth is the raw material, but doesn’t guarantee investor returns
The uncomfortable evidence is that GDP growth does not reliably convert into equity returns. Ritter's (2005[endnoteRef:1]) cross-country work found no dependable positive relationship between economic expansion and subsequent market performance. Growth can enrich workers, consumers and new entrants without ever reaching the owners of listed companies. [1:  Ritter, J.R. (2005) ‘Economic growth and equity returns’, Pacific-Basin Finance Journal, 13(5), pp. 489–503.] 

For equity investors, growth must survive a transmission chain: activity to revenues, revenues to profits, aggregate profits to earnings per share. Every link is breakable – by margin compression, poor capital allocation, state intervention, dilution, weak minority protections or currency depreciation.
For bond investors the chain is different but no less demanding: growth must strengthen government revenues and debt sustainability, while credible monetary and fiscal policy preserves the real value of coupons and principal.
The right question is not which economy grows fastest, it’s which economies convert productive growth into sustainable earnings, and real investor returns.
Dispersion in prices and in risk
Valuation dispersion within the EM index is extreme. At end-May 2026, MSCI India traded at roughly 20.2x forward earnings, against 11.6x for China, 11.0x for Indonesia and 9.7x for Brazil – while Vietnam approached 20x. 
Risk is equally differentiated. Ten-year annualized volatility in USD ran near 19% for India, 22% for Indonesia, 23-24% for China, Taiwan and Vietnam, and above 30% for Brazil and Korea. These numbers reflect index concentration, sector cyclicality, currency behavior and liquidity as much as macro instability. 
Four distinct return engines
Asia offers the strongest earnings machinery, but no single model. China is a selective value proposition and a potential bond diversifier – cheap, but requiring evidence that growth reaches returns on capital and minority shareholders after the property adjustment and local-government debt overhang. India is the structural compounder, with genuine breadth across banks, industrials, consumer and healthcare, but with a valuation that has already priced considerable execution. Taiwan and Korea prove domestic GDP is irrelevant to their earnings: TSMC was almost 55% of the Taiwan index, Samsung and SK Hynix over 60% of Korea's.[endnoteRef:2] Buying these markets means taking large, concentrated positions on the global AI capex cycle. [2:  The companies shown here are for illustrative purposes only. No inference can be made on the future development of the company. This is not a buy, sell, or hold recommendation.] 

Southeast Asia spans Indonesia's value-and-income profile – low multiples, high yields, but a narrow financials-heavy index – and Vietnam's higher-growth, higher-expectation model, where 8% growth in 2025 sits alongside credit intensity, governance and liquidity risks that warrant a higher required return.
Latin America inverts the Asian profile: attractive valuations and real yields, slower trend growth, greater macro volatility. Brazil at under 10x forward earnings with a 5%+ dividend yield is the region's central case, attractive valuation balanced against fiscal risks. Mexico's nearshoring opportunity is real but partly unlisted and foreign-owned.
EMEA divides between Central European convergence stories with institutional anchoring, Gulf sovereign balance-sheet plays where the test is converting resource wealth into profitable non-oil industry, and high-nominal-yield economies where inflation and depreciation can erase every nominal gain.
The global cycle still binds
EM is not insulated from the global economic cycle. BIS research (Gelos and McQuade, 2024[endnoteRef:3]) identifies dollar strength as a dominant driver of EM equity and local-currency bond returns – at times more important than rate differentials. The shift to local-currency issuance has reduced borrower mismatches and transferred FX risk to global investors. Indebtedness must be judged not by headline debt levels but by funding currency, domestic market depth, external vulnerability and policy credibility. [3:  Gelos, G. and McQuade, P. (2024) ‘The US dollar and capital flows to EMEs’, BIS Quarterly Review, September 2024. Basel: Bank for International Settlements.
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The allocator's conclusion
The key in EM investing is to ask which countries currently offer the best combination of earnings conversion, policy credibility and valuation. Buy structural growth only at a defensible price. Accept high yields only where credibility protects their real value. 
In emerging markets, dispersion is not an inconvenience, it is the opportunity.
