
Sector and geographic allocations are supplemental information only and complement the fully compliant Emerging Markets 
Composite GIPS Presentation. Source: Harding Loevner Emerging Markets Model; MSCI Inc. and S&P. MSCI Inc. and S&P do not 
make any express or implied warranties or representations and shall have no liability whatsoever with respect to any GICS data 
contained herein.

1The Composite performance returns shown are preliminary; 2Annualized Returns; 3Inception Date: November 30, 1998; 4The 
Benchmark Index; 5Gross of withholding taxes.

Please read the above performance in conjunction with the footnotes on the last page of this report. Past performance does not  
guarantee future results. All performance and data shown are in US dollar terms, unless otherwise noted. 
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Emerging Markets Equity

3 Months 1 Year 3 Years2 5 Years2 10 Years2
Since 

Inception2,3

HL Emerging Markets Equity
(Gross of Fees)

-2.17 -2.34 12.66 10.11 7.89 12.12

HL Emerging Markets Equity
(Net of Fees)

-2.38 -3.19 11.66 9.13 6.94 11.20 

MSCI Emerging Markets 
Index4,5 -1.24 -2.22 11.31 10.26 5.86 9.06

Sector HL EM MSCI EM Under / Over

Industrials 10.9 5.1

Cash 3.1 –

Financials 22.5 19.4

Cons Staples 8.4 5.9

Info Technology 24.3 22.7

Energy 5.7 5.6

Utilities 1.8 2.4

Health Care 2.8 4.2

Real Estate 0.5 1.9

Cons Discretionary 11.9 13.5

Comm Services 8.1 10.7

Materials 0.0 8.6
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Geography HL EM MSCI EM Under / Over

Dev. Market Listed⁶ 7.4 –

Russia 8.6 3.6

Mexico 5.9 2.0

Cash 3.1 –

Frontier Markets⁷ 1.7 –

Brazil 5.6 4.0

South Africa 1.6 3.2

China + Hong Kong⁸ 29.6 32.4

Taiwan 12.6 16.1

India 8.7 12.5

South Korea 8.5 12.8

Small EMs⁹ 6.7 13.4
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Composite Performance
Total Return (%) — Periods Ended December 31, 20211

Portfolio Positioning (% Weight)

What’s Inside

Market Review →
Emerging Markets (EMs) concluded 
the year with a modest decline amid 
uncertainty over the trajectory of global 
inflation and a deceleration in Chinese 
economic growth.

Performance and Attribution →
Sources of relative return by sector  
and geography.

Perspective and Outlook →
Sharply rising inflation worldwide 
has captured the close attention of 
policymakers and investors. Given the 
unreliability of macroeconomic forecasts, 
we focus on how individual companies 
are potentially impacted and, in 
particular, on the resources and abilities 
they possess (or lack) to adapt.

Portfolio Highlights →
Our investment process leads to  
a portfolio that is composed of  
high-quality, growing companies. 
However, our emphasis on valuation  
and the sustainability of growth  
means the portfolio may not always  
have a significant overweight to the 
fastest-growing businesses.

Portfolio Holdings →
Information about the companies held in 
our portfolio.

Portfolio Facts →
Contributors, detractors, characteristics, 
and completed transactions.

 
Get More Online

Webcast → 
Watch the Emerging Markets quarterly 
review.

Insights → 
View other reports.

6Emerging markets or frontier markets companies listed in developed markets. 7Includes countries with less-developed markets 
outside the Index. 8The Harding Loevner Emerging Markets Model Portfolio’s end weight in China is 24.1% and Hong Kong is 5.5%. 
The Benchmark does not include Hong Kong. 9Includes the remaining emerging markets, which individually, comprise less than 5% 
of the index.  

https://www.hardingloevner.com/videos/emerging-markets-equity-webcast/
https://www.hardingloevner.com/insights/#most_recent_reports
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high-yield credit spreads spiked, increasing financing costs for 
weaker companies, which led authorities to push banks to provide 
support to small- and medium-sized enterprises.

The picture in China at the company level was also troubling as 
regulatory changes continued to create business challenges 
in certain industries. Continued pressure on drug pricing from 
centralized government purchasing was compounded by new 
regulations raising the efficacy bar for the approval of new 
oncology therapies. This led to a sell-off in outsourced drug 
development companies, whose stellar growth could slow. In the 
internet realm, the announcement from Tencent that it would 
distribute its large stake in JD.com to its shareholders suggested 
that regulators are pushing for the interlocking investments of key 
commercial groups to be ripped apart, adding to market overhang 
of stocks in which Tencent or Alibaba have significant positions. 

Global supply chain fissures and record consumer demand 
combined to pump up inflation in the US and a raft of EMs, 
particularly in Europe and Latin America. The US Federal Reserve 
has indicated it plans to end asset purchases early in 2022 
followed quickly by interest rate increases, but uncertainty over 
the extent of action required to tame inflation has pressured many 
developing countries, particularly those in the weakest financial 
positions such as Turkey, Brazil, and Argentina. Many EM central 
banks have already ratcheted up rates in response to domestic 
inflation, which has been exacerbated in some areas by spiking 
food and energy costs. Turkey has taken an unorthodox approach: 
its central bank has followed President Recep Erdoğan’s belief 
that lowering interest rates is the best way to arrest inflationary 
spirits. While counterproductive against inflation, this approach has 
been quite successful at rapidly depreciating the lira, whose value 

against the US dollar fell about 40% in the fourth quarter. 
China’s dimming growth prospects and the imminence of higher US 
interest rates pressured some EM commodity-related currencies—
the Colombian peso fell 7% and the South African rand fell 6%—but 
this was counterbalanced by the stable currencies of larger EMs 
such as China and Taiwan exporting higher-value goods. Overall, 
the impact of currency movements on EM returns in US dollars 
was a modest -0.4%.

Returns in Asia were nearly flat despite continued weakness 
in China, offset by strong performance in tech-heavy Taiwan. In 
Latin America, Brazil was down 6%, with growth stocks spanning 

Market Review
Emerging Markets (EMs) rose in the first half of the year but fell 
in the second, as uncertainty over the trajectory of global inflation 
and a deceleration in Chinese economic growth quelled investors’ 
appetite for EM assets. In the fourth quarter, the MSCI EM Index 
declined 1.2%, while the developed-market MSCI World Index rose 
7.9%. For the full year, EMs trailed developed markets by nearly 25 
percentage points, falling 2.2% while the World Index gained 22.4%.
 
China’s economic momentum continued to falter during the quarter 
with the property sector’s woes and the government’s aim for 
zero transmission of COVID-19 dampening consumer sentiment 
and leading to a deceleration in retail sales growth. Xi’an, a city 
of 13 million in western China, was placed under a lockdown 
on December 22 that continues as of this writing, the largest 
such lockdown since Wuhan in the early days of the pandemic. 
Evergrande formally defaulted on its foreign debt and other 
sizeable property developers failed to make debt payments. The 
government refused to bail out these private enterprises, though 
officials offered assistance in restructuring the sector. Domestic 

For the full year, EM returns were dominated by 
China, which fell 22%. The government’s spate of 
regulatory offensives led to persistent declines in 
Chinese stocks across key growth sectors.

MSCI EM Index Performance (USD %)

Geography 4Q 2021 Trailing 12 Months

Africa 0.0 4.4

South Africa -0.4 4.3

Asia -0.9 -4.8

China -6.1 -21.6

India -0.1 26.7

South Korea -0.7 -7.9

Taiwan 8.5 26.8

Europe -7.5 14.7

Russia -9.0 20.0

Latin America -2.5 -7.7

Brazil -6.3 -17.2

Mexico 6.4 22.9

Middle East 1.6 34.8

MSCI EM Index -1.2 -2.2

Source: FactSet (as of December 31, 2021). MSCI Inc. and S&P.

Trailing 12 Months

-9.2

-29.0

-4.6

22.1

8.6

-19.8

8.9

10.6

9.6

-20.2

13.3

Sector 4Q 2021

Communication Services -0.5 

Consumer Discretionary -8.2 

Consumer Staples -1.9 

Energy -3.6 

Financials -0.3 

Health Care -15.3 

Industrials -0.2 

Information Technology 7.5 

Materials -2.8 

Real Estate -8.5 

Utilities 0.9 

Companies held in the portfolio at the end of the year appear in bold type; only the first 

reference to a particular holding appears in bold. The portfolio is actively managed 

therefore holdings shown may not be current. Portfolio holdings should not be considered 

recommendations to buy or sell any security. It should not be assumed that investment in the

security identified has been or will be profitable. To request a complete list of holdings for

the past year, please contact Harding Loevner. A complete list of holdings at December 31, 

2021 is available on page 9 of this report.Source: FactSet (as of December 31, 2021). MSCI Inc. and S&P.
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perhaps even its banishment from SWIFT, the global messaging 
network critical to facilitating cross-border financial transactions. 
In China, the Hong Kong-listed, pan-Asian life assurance 
company AIA Group was hurt by the COVID-19 lockdowns in 
China, which restricted the activities of AIA’s normally productive 
local workforce. The long-term prospects for AIA continue to be 
strong, with its Chinese business set to accelerate as it expands 
into additional provinces where AIA has been granted rights to 
operate. Weak returns in Communication Services were largely 
due to Russian internet business Yandex, again connected to rising 
Russian risk and the weak ruble. While most of the company’s 
highly skilled developers are paid in rubles, the global demand for 
engineering talent means Yandex may need to spend more to keep 
salaries competitive when translated into US dollars.

By region, holdings in Russia, Brazil, and India were the key 
detractors. In Brazil, higher interest rates have dampened 
consumer purchasing, hurting new holding Magazine Luiza, the 

e-commerce, health care and fintech diving as interest rates 
soared, raising the cost of betting on long-duration growth. 
However, strong returns from oil giant Petrobras and mining giant 
Vale provided some help. The weakest region was Europe, where 
Russian stocks fell 9% amid rising tensions between Russia and 
NATO over Russia’s massing of military resources on its border 
with the Ukraine, while Turkish stocks fell in dollar terms owing to 
the collapse of the lira. 

Information Technology (IT) stocks finished the year strongly, 
boosted by semiconductors, whose pricing remains positive due 
to continued supply-side discipline in the face of robust demand 
across key applications. The Communication Services sector was 
about flat, but with good returns from telecommunications stocks, 
which are traditionally preferred in periods of elevated uncertainty. 
Regulatory threats and rising financial risk in China pressured 
Health Care and Real Estate. The market’s preference for value  
was a particular headwind for Health Care stocks, which have 
reached pricey valuations reflecting lofty growth expectations. 
Consumer Discretionary was dragged down by continued 
weakness in Chinese e-commerce stocks, particularly Alibaba, 
which reported significant deceleration in its core commerce 
business in the third quarter. 

For the full year, EM returns were dominated by China, which 
fell 22%. The government’s spate of regulatory offensives led to 
persistent declines in Chinese stocks across key growth sectors, 
a large drag on the overall index. The MSCI EM ex-China Index 
actually rose over 10%. 

In a sharp reversal from 2020, the fastest-growing EM stocks 
posted exceptionally weak performance in 2021. Poor returns in 
China were a key reason, but this was a broad—if not universal—
feature of EMs. 

Performance and Attribution
The Emerging Markets composite fell 2.2% in the fourth quarter, 
more than the 1.2% decline of the MSCI EM Index. This deficit  
offset the portfolio’s modest outperformance earlier in the year, 
leaving it a trace behind the Index over the calendar year (-2.3% 
versus -2.2%). 

Weak stocks in Financials and Communication Services were 
the primary detractors in the quarter, offsetting better results 
in Consumer Discretionary and Utilities. Sector allocation 
effects were positive overall, helped by our overweight to IT and 
underweights to Health Care and Consumer Discretionary, where 
we continued to have below-market exposure to the large internet 
platforms affected by the Chinese regulatory crackdown. 

In Financials, growing geopolitical tensions rocked shares of 
Russia’s Sberbank, offsetting solid operating results that spurred 
management to upgrade its earnings guidance. Conflict over 
Ukraine would likely result in deeper sanctions against Russia and 

¹Emerging markets or frontier markets companies listed in developed markets. ²Includes 
countries with less-developed markets outside the index. ³Includes the remaining emerging 
markets, which individually, comprise less than 5% of the index. Source: FactSet; Harding Loevner 
Emerging Markets Equity Composite; MSCI Inc. and S&P. The total effect shown here may differ 
from the variance of the Composite performance and benchmark performance shown on the 
first page of this report due to the way in which FactSet calculates performance attribution. This 
information is supplemental to the Composite GIPS Presentation.
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relief programs in many places and, as the physical world stood 
still, an acceleration in business growth for a fortunate group of 
companies that were prepared to engage with customers online. 
Within EMs, these factors established growth stocks’ dominance 
in 2020. That dominance was concentrated in a select few 
market darlings, some of which—such as Pinduoduo, a Chinese 
e-commerce platform catering to lower-income families, and NIO, 
an electric vehicle manufacturer—while fast growing in terms of 
sales, were lower-quality companies with little to no track record  
of profitability. 

In the second pandemic year, prices for goods and services 
soared worldwide—and continue to do so as we write at the start 
of the third. Excessive aggregate demand, disruptions to global 
logistics, shortages in key components of manufacturing such 
as semiconductor chips, and other, local issues are to blame. In 
Poland, annualized inflation hit 8% in November, the highest level 
in more than two decades. Consumer inflation in Russia also 
accelerated to 8% in 2021, more than twice the target of the central 
bank, despite seven interest rate hikes during the year. Brazil’s 
nearly 11% inflation—an 18-year high—has been exacerbated by a 
severe drought that has led to spikes in food and energy prices, the 
latter due to the country’s reliance on hydroelectricity. In a class 
by itself, Turkey posted 36% annualized inflation in December, 
a record since President Erdoğan came to power nearly twenty 
years ago. Many central banks (Turkey’s a notable exception) have 
responded to the inflationary pressures by winding down their 
asset purchase programs or raising interest rates. 

Rising inflation and interest rates heighten concerns about 
developing countries’ economic growth, financing costs, and debt 
sustainability. Yet we do not make investment decisions based 
on inflation or other macroeconomic trends because we cannot 
forecast them accurately. Given the unreliability of forecasts, 
we focus on how individual companies are potentially impacted 
and, in particular, on the resources and abilities they possess (or 
lack) to adapt. Moreover, developing countries are not monolithic; 
their economic conditions vary and are always subject to change 
independently. For instance, the rise and intensity of inflationary 
pressures have by no means been uniform. In China, consumer 
prices have remained quiescent, relatively disconnected from 
rising producer prices, in part due to offsetting deflation for pork 
as the impact of Asian swine flu dissipates. In India, a country 
renowned for volatile prices, consumer prices have risen, but not 
enough to draw central bank action. Within the EM asset class, 
maintaining a geographically diverse portfolio is an effective tool 
for managing economic uncertainty, including inflation risk. 

omnichannel (online and offline) retailer whose prolific sales 
growth during the e-commerce boom of 2020 set a challenging 
reference for near-term comparisons. Shares of another new 
Brazilian holding, XP, the country’s premier online investment 
platform, also sold off as tough economic conditions outweighed 
management’s optimism about prospective growth from new 
business lines in pensions, credit cards, and loans. Performance 
was helped by stock selection and our underweight in China. Key 
contributors included natural-gas distributor ENN Energy and 
Sunny Optical, a manufacturer of camera lenses for smartphones 
and automobiles, whose shares rose on expectations of 
accelerating sales of premium phones. US-listed EPAM, an Eastern 
European software engineering firm, also continued to enjoy  
strong sales. 

For the full year, positive allocation effects in a majority of 
sectors—including our underweight in Consumer Discretionary—
and positive contributions from stocks in IT and Health Care were 
offset by lagging performance in Communication Services and 
Financials. Our zero weight in Materials also weighed on relative 
returns, as commodity prices, although volatile, moved  
mostly higher. 

In IT, a significant contribution from EPAM was supplemented by 
strong returns from Silergy, which continued to prosper from 
elevated demand for its power management chips, and Sunny 
Optical. In Financials, insurers Ping An Insurance and AIA Group 
faced slower growth due to pandemic lockdowns while Brazilian 
stock exchange B3 reported lower levels of equity trading due 
to higher interest rates. The portfolio’s bank holdings detracted 
primarily due to country-allocation effects and weak selection in 
India, where lower-quality banks, including State Bank of India, 
rallied strongly as asset-quality concerns related to the COVID-19 
Delta-variant wave receded. Our overweight to Brazilian banks also 
hurt, as did our choice not to own banks in Saudi Arabia, where we 
view valuations as rich. 

Style effects were mixed, with value outperforming growth in 
the year. But our commitment to quality helped the portfolio, 
particularly among the cohort of fastest-growing stocks, where 
avoiding high-priced, rapidly growing businesses with sketchier 
records of cash flow generation paid off handsomely—a significant 
reversal to what we experienced in 2020. 

Perspective and Outlook
After two grueling years, COVID-19 remains with us, its form 
persistently mutating. Over this period, as the world has grappled 
with how to control the pandemic, the economic and market 
environment has also mutated in ways that have significant 
implications for EM countries, the companies located there, and 
their share prices.

In the first year of the pandemic, countries globally experienced a 
combination of slowing economies, extremely low interest rates, a 
boost to discretionary incomes thanks to short-term government 

As the world has grappled with how to  
control the pandemic, the economic and 
market environment has also mutated in 
ways that have significant implications for 
EM countries, the companies located there, 
and their share prices.
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Offering distinctive and high-quality products has been a source 
of pricing power for a number of holdings, including Hong Kong-
based hand tools manufacturer Techtronic Industries, which 
owns Milwaukee and Ryobi among other global brands. 
The company has long focused on making tools lighter, more 
powerful, and longer lasting, in part through improvements in 
battery technology and the creation of software that supports 
better communication between “power” and “tool” to allow 
them to operate more efficiently. Many of its products use 
interchangeable battery packs, an economical proposition for 
users, and one that increases brand loyalty. Such brand loyalty 
has allowed Techtronic to pass much of its increased production 
costs onto its retail and professional customers without 
damaging sales. 

Portfolio Highlights
Our portfolio, as always, is composed of high-quality, growing 
companies. However, our focus on such companies has not 
always resulted in a significant overweight to the fastest-growing 
businesses. One reason is that those companies do not always 
meet our high standards of business quality, which include robust 
financial strength and consistently superior returns on capital. Also, 
our valuation discipline means we try to avoid overpaying for stocks 
of “hyper-growth” companies, whose high premiums reflect the 
market’s confidence that their sales growth will be sustained and 
be followed by rapid profit growth. Experience suggests such hopes 
are fulfilled only in a small minority of cases. We prefer to invest 
in companies whose strong competitive positions and business 
fundamentals should sustain profitable growth over the long term. 
If we can invest at reasonable valuations, this growth—even if 
slower than that of the hottest companies—offers improved odds of 
achieving attractive long-term returns. 

Ultimately, we rely on the companies we have selected for the 
portfolio to protect their profitability. Businesses with pricing 
power can respond to input cost pressures, and potentially even 
profit from rising prices. An attractive industry competitive 
structure, including benign rivalry and weak buyer power, provides 
the foundation for pricing flexibility. At the level of the individual 
firm, certain capabilities also make flourishing in the face of 
general inflation possible, including the ability to control input costs 
effectively; the talent to develop new, innovative products; and skill 
at providing customers differentiated, value-added services that 
justify robust pricing. 

An example is Localiza, Brazil’s leading car rental company. 
For those needing to get around and uninterested or unable to 
purchase a vehicle—something that has become more difficult 
given inflated car prices and increasing borrowing costs—there 
are few alternatives to renting. Limited capacity in the industry, 
combined with relatively benign rivalry among the three large 
rental car players serving a diffuse customer base with limited 
options, has allowed Localiza to increase rental prices more than 
30% during the past 12 months. The company has invested in 
technology to analyze consumer responses to pricing regimes 
in different regional markets, allowing it to set prices efficiently, 
neither too low nor too high. The company’s returns on capital are 
high: averaging about 7% above the cost of debt capital over the 
past five years. 

Consumer Staples companies are typically considered to have 
strong pricing power, supported by the consumer loyalty to 
their brands that they have earned through advertising. But in 
some product categories competition and fear of losing market 
share may preclude raising prices significantly. Such is the case 
for Brazilian brewer Ambev, which in recent years has faced 
an intensifying competitive rivalry with Heineken in Brazil’s 
premium beer market. That has forced Ambev to find other ways 
to sustain its profits in the face of soaring costs for materials. 
One of its strategies has been to diversify its portfolio of brands 
across “core,” “core plus,” and “premium” segments, each at 
a different price point, which has helped to both attract new 
beer drinkers as well as retain established customers when 
they look to save money in a slowing economy. Ambev has also 
invested in technology that allows it to respond more rapidly 
to shifts in consumer demand—delivering the right beer in the 
right packaging and quantity, almost in advance of the retailer or 
distributor themselves knowing what will sell. 
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Source: HOLT; FactSet; Harding Loevner Emerging Markets Model*

Distribution of Weight of Top Third of Growth Stocks by 
Quality Tercile as of 12/31/21

Rising inflation and interest rates heighten  
concerns about developing countries’  
economic growth, financing costs, and  
debt sustainability. But developing countries are 
not monolithic; their economic conditions vary 
and are always subject to change independently.

*The Growth and Quality rankings are proprietary measures determined using objective data. 
Growth rankings are based on historical growth of earnings, sales, and assets, as well as 
expected changes in earnings and profitability. Quality rankings are based on the stability, trend, 
and level of profitability, as well as balance sheet strength.
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Our typical skew toward higher-quality companies is noticeable 
across the growth spectrum, but most pronounced in the fastest-
growing third of companies.

Coca-Cola HBC is another example of a solid Consumer Staples 
holding whose long-term growth prospects, while not as exciting as 
that of an IT or Health Care business, are nonetheless attractive. The 
foundation of Coke HBC’s growth is the gradual rise of disposable 
incomes in its main markets of Nigeria, Russia, and Egypt. Coke HBC 
has also faced headwinds from the pandemic that have stalled its 
growth temporarily. We are impressed by management’s application 
of strategies similar to those of Ambev to sustain volume growth 
and margin expansion over time, including developing new products 
and investing in technology that allows the company to provide more 
targeted and timely service to distributors.

We are of course always on the lookout to expand the portfolio’s 
holdings in the fastest-growing companies whenever they meet our 
quality criteria. We purchased two such businesses this quarter, both 
Brazilian. Retailer Magazine Luiza (“Magalu”) combines a nationwide 
chain of shops selling consumer electronics and other household 
goods and a retail e-commerce platform that is the second largest 
in the country. The company’s average annual revenue growth 
over the past five years has surpassed 30%. Established in 1957, 
Magalu was transformed in the 1990s into a technology-focused 
enterprise thanks to the efforts of Luiza Trajano, a daughter of the 
founder. More than 1,500 software developers in “Luizalabs” are 
divided into small squads with specific missions such as enhancing 
customer service, improving logistics capability and inventory 
management, and developing financial services tools. The scale of 
Magalu’s operations, both physical (1,300 stores and 23 distribution 
centers) and online (its app reaches 38 million consumers), 
combined with its logistics capability and proprietary technology, 
provide a strong defense against competitive threats such as from 
regional e-commerce leader Mercadolibre and Amazon, which 
has been investing heavily in Brazil. Magalu is working to increase 
its merchant services and financial products offerings, which are 
growing strongly, in partnership with Itaú Unibanco.

XP is Brazil’s leading online platform for investment and financial 
services, providing access to high-quality investment products 
across equity, fixed income, and alternative investments, as well as 
life insurance, pension products, and REITs. Originally spun out from 
Itaú Unibanco, XP also offers financial advisory services through 
its Independent Financial Advisor (IFA) network to retail, high-net-
worth, and institutional clients. XP’s competitive advantage comes 

from the scale of its open platform (with the largest IFA distribution 
network in the country by far), leading technology, and a strong 
brand founded upon superior customer experience. XP’s revenues 
have grown an average of 40% in each of the past five years, and 
we expect the company to continue this strong growth trajectory by 
expanding its banking services, including lending, at the expense 
of the large legacy banks. The company’s deep knowledge of the 
financial and risk-taking profile of its customers means it can lend 
at relatively low risk. Revenues are expected to grow at 30% or more 
over the next three years, with net income rising even faster over 
time as the company benefits from scale efficiencies.

Portfolio Management 
Team Update
We’re pleased to announce that on July 1, 2022, Pradipta 
Chakrabortty will succeed Craig Shaw, CFA, as a co-lead portfolio 
manager of the Emerging Markets Equity strategy. Scott Crawshaw 
will continue as the strategy’s other co-lead portfolio manager, and 
Rick Schmidt, CFA, will continue in his supporting role managing a 
model, or “paper,” portfolio.

Pradipta has been integral to our emerging markets strategies for 
more than a decade, both as a portfolio manager and an analyst of 
EM companies. Pradipta has managed a paper portfolio for the EM 
Equity strategy since 2015 achieving outstanding results. He has 
also been the co-lead PM of our Frontier EM Equity strategy since 
2012 and is the co-lead PM on our Chinese Equity strategy, which we 
launched in 2020. Prior to joining Harding Loevner in 2008, Pradipta 
gained deep industry experience in India-based management roles 
at General Mills, Hutchison Essar (Vodafone), GlaxoSmithKline 
Consumer Healthcare, and HCL Ltd. He graduated from BIRLA 
Institute of Technology & Science with a BE in engineering and 
earned MBAs from XLRI School of Management as well as the 
Wharton School of the University of Pennsylvania.

We prefer to invest in companies whose  
strong competitive positions and business 
fundamentals should sustain profitable  
growth over the long term. If we can invest at 
reasonable valuations, this growth—even if  
slower than that of the hottest companies— 
offers improved odds of achieving attractive  
long-term returns.
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Communication Services

Baidu (Internet products and services) China 0.7

CD Projekt (Video game developer) Poland 0.4

NCSOFT (Video game developer) South Korea 0.6

Safaricom (Mobile network operator) Kenya 1.0

Tencent (Internet and IT services) China 3.7

Yandex (Internet products and services) Russia 1.7

Consumer Discretionary

Alibaba (E-commerce retailer) China 2.5

Astra International (Auto business operator) Indonesia 0.5

China Tourism Group Duty Free (Duty free services) China 0.8

Coway (Consumer appliances manufacturer) South Korea 0.7

Eclat Textile (Technology-based textile manufacturer) Taiwan 1.8

Fuyao Glass (Automotive glass manufacturer) China 0.9

Lojas Renner (Department stores operator) Brazil 0.3

Magazine Luiza (Consumer products retailer) Brazil 0.3

Maruti Suzuki (Automobile manufacturer) India 1.2

Midea Group (Consumer appliances manufacturer) China 1.7

Shenzhou International (Textile manufacturer) China 1.2

Consumer Staples

Ambev (Alcoholic beverages manufacturer) Brazil 1.0

Amorepacific (Cosmetics manufacturer) South Korea 0.3

CBD (Foods and consumer products retailer) Brazil 0.1

Coca-Cola HBC (Coca-Cola bottler) UK 2.1

East African Breweries (Alcoholic beverages mfr.) Kenya 0.1

FEMSA (Beverages manufacturer and retail operator) Mexico 1.3

LG Household & Health Care (Cons. products mfr.) South Korea 1.7

Walmart de México (Foods & cons. products retailer) Mexico 1.8

Energy

Lukoil (Oil and gas producer) Russia 2.3

Novatek (Natural gas producer) Russia 2.3

Tenaris (Steel-pipe manufacturer) Italy 0.8

Ultrapar (Fuel distributor and chemicals producer) Brazil 0.3

Financials

AIA Group (Insurance provider) Hong Kong 2.1

B3 (Clearing house and exchange) Brazil 0.6

Banco Bradesco (Commercial bank) Brazil 0.3

Banco Santander Chile (Commercial bank) Chile 0.2

Bancolombia (Commercial bank) Colombia 0.6

Bank Central Asia (Commercial bank) Indonesia 1.1

Bank of Georgia (Commercial bank) UK 0.3

Bank Rakyat (Commercial bank) Indonesia 1.2

Commercial International Bank (Commercial bank) Egypt 0.6

Discovery Holdings (Insurance provider) South Africa 0.9

GF Banorte (Commercial bank) Mexico 1.7

HDFC Bank (Commercial bank) India 1.1

Financials

HDFC Corp. (Mortgage lender) India 2.4

Itaú Unibanco (Commercial bank) Brazil 0.8

Komerční Banka (Commercial bank) Czech Republic 0.9

Kotak Mahindra Bank (Commercial bank) India 1.4

Ping An Insurance (Insurance provider) China 1.4

Sberbank (Commercial bank) Russia 2.4

Siam Commercial Bank (Commercial bank) Thailand 1.1

Standard Bank (Commercial bank) South Africa 0.7

XP (Investment services) Brazil 0.6

Health Care

CSPC Pharmaceutical Group (Pharma manufacturer) China 1.2

Jiangsu Hengrui Medicine (Pharma manufacturer) China 0.3

Sino Biopharmaceutical (Pharma manufacturer) China 0.3

WuXi Biologics (Biopharma manufacturer) China 1.0

Industrials

51job (Online human resource services) China 0.5

AirTAC (Pneumatic-equipment manufacturer) Taiwan 1.5

ASUR (Airport operator) Mexico 1.1

Copa Holdings (Airline operator) Panama 0.5

Localiza (Automobile rental services) Brazil 0.8

Meyer Optoelectronic (Optical machine manufacturer) China 0.8

Sanhua Intelligent Controls (HVAC&R parts mfr.) China 1.1

SF Holding (Delivery services) China 0.5

Techtronic Industries (Power tools manufacturer) Hong Kong 2.5

WEG (Industrial equipment manufacturer) Brazil 0.6

ZTO Express (Express delivery services) China 1.0

Information Technology

ASM Pacific Technology (Semiconductor eqpt. mfr.) Hong Kong 0.8

EPAM (IT consultant) US 3.8

Hon Hai Precision (Electronics manufacturer) Taiwan 1.5

Largan Precision (Smartphone lens modules producer) Taiwan 0.8

Network International (Electronic payment services) UK 0.4

Samsung Electronics (Electronics manufacturer) South Korea 5.2

Sangfor (IT security services) China 0.7

Silergy (Electronics chips manufacturer) Taiwan 1.3

Sunny Optical (Optical components manufacturer) China 1.5

Tata Consultancy Services (IT consultant) India 2.6

TSMC (Semiconductor manufacturer) Taiwan 5.8

Materials

No Holdings

Real Estate

Country Garden Services (Residential property mgr.) China 0.5

Utilities

ENN Energy (Gas pipeline operator) China 1.8

Cash 3.1

Market End Wt. (%)Market End Wt. (%)

Emerging Markets Holdings (as of December 31, 2021)

Model Portfolio holdings are supplemental information only and complement the fully compliant Emerging Markets Composite GIPS Presentation. The portfolio is actively managed therefore holdings 
shown may not be current. Portfolio holdings should not be considered recommendations to buy or sell any security. It should not be assumed that investment in the security identified has been or will be 
profitable. To request a complete list of portfolio holdings for the past year contact Harding Loevner.
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Positions Sold Market Sector

There were no completed sales this quarter.

Portfolio Characteristics

1Weighted median; 2Trailing five years, annualized; 3Five-year average; 4Weighted harmonic mean; 5Weighted mean. Source (Risk characteristics): eVestment Alliance (eA); Harding Loevner Emerging 

Markets Composite, based on the Composite returns; MSCI Inc. Source (other characteristics): FactSet (Run Date: January 4, 2022, based on the latest available data in FactSet on this date.); Harding 

Loevner Emerging Markets Model, based on the underlying holdings; MSCI Inc.

Positions Established Market Sector

Magazine Luiza Brazil DSCR

XP Brazil FINA

Completed Portfolio Transactions

Quality and Growth HL EM MSCI EM

Profit Margin1 (%) 13.6 12.8

Return on Assets1 (%) 7.6 6.4

Return on Equity1 (%) 16.5 13.1

Debt/Equity Ratio1 (%) 34.7 38.7

Std. Dev. of 5 Year ROE1 (%) 3.6 3.6

Sales Growth1,2 (%) 9.7 8.0

Earnings Growth1,2 (%) 11.6 9.1

Cash Flow Growth1,2 (%) 10.1 10.8

Dividend Growth1,2 (%) 13.4 12.6

Size and Turnover HL EM MSCI EM

Wtd. Median Mkt. Cap. (US $B) 37.9 38.4

Wtd. Avg. Mkt. Cap. (US $B) 122.7 136.8

Risk and Valuation HL EM MSCI EM 

Alpha2 (%) -0.52 –

Beta2 1.06 –

R-Squared2 0.95  –

Active Share3 (%) 70 –

Standard Deviation2 (%) 17.90 16.50

Sharpe Ratio2 0.50 0.55

Tracking Error2 (%) 4.1 –

Information Ratio2 -0.04 –

Up/Down Capture2 103/103 –

Price/Earnings4 19.3 12.9

Price/Cash Flow4 14.4 9.1

Price/Book4 3.0 2.1

Dividend Yield5 (%) 1.8 2.3

4Q21 Contributors to Relative Return (%) Last 12 Mos. Contributors to Relative Return (%)

*Company was not held in the portfolio; its absence had an impact on the portfolio’s return relative to the index. 

4Q21 Detractors from Relative Return (%) Last 12 Mos. Detractors from Relative Return (%)

Avg. Weight
Largest Contributors Sector HL EM MSCI EM Effect

EPAM INFT 3.7 – 0.61

Sunny Optical INFT 1.6 0.3 0.26

AirTAC INDU 1.3 <0.1 0.25

ENN Energy UTIL 1.8 0.2 0.23

Silergy INFT 1.2 0.2 0.22

Avg. Weight
Largest Detractors Sector HL EM MSCI EM Effect
Yandex  COMM 2.2 0.3 -0.45

LG Household & Health Care  STPL 1.9 0.1 -0.32

Sberbank  FINA 2.8 0.6 -0.29

AIA Group  FINA 2.0 – -0.25

Novatek  ENER 2.7 0.3 -0.24

Avg. Weight
Largest Contributors Sector HL EM MSCI EM Effect
EPAM  INFT 3.3   – 2.13  

Novatek  ENER 2.3   0.2   0.78  

Techtronic Industries  INDU 1.9   – 0.64  

Eclat Textile  DSCR 1.5   <0.1      0.62  

Lukoil  ENER 2.1   0.4   0.61  

Avg. Weight
Largest Detractors Sector HL EM MSCI EM Effect
LG Household & Health Care    STPL 2.3   0.2   -0.90  

New Oriental    DSCR 0.7   0.2   -0.89  

Sands China    DSCR 0.9   – -0.52  

Midea Group    DSCR 1.8   <0.1   -0.42  

Infosys*    INFT 0.0   0.8   -0.37  

Turnover3 (Annual %) 15.2 –

The portfolio is actively managed therefore holdings identified above do not represent all of the securities held in the portfolio and holdings may not be current. It should not be assumed that investment 
in the securities identified has been or will be profitable. The following information is available upon request: (1) information describing the methodology of the contribution data in the tables above; 
and (2) a list showing the weight and relative contribution of all holdings during the quarter and the last 12 months. Past performance does not guarantee future results. In the tables above, “weight” 
is the average percentage weight of the holding during the period, and “contribution” is the contribution to overall relative performance over the period. Contributors and detractors exclude cash 
and securities in the Composite not held in the Model Portfolio. Quarterly data is not annualized. Portfolio attribution and characteristics are supplemental information only and complement the fully 
compliant Emerging Markets Composite GIPS Presentation. Portfolio holdings should not be considered recommendations to buy or sell any security.
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1Benchmark Index; 2Variability of the composite, gross of fees, and the index returns over the preceding 36-month period, annualized; 3Asset-weighted standard deviation (gross of fees); 4The 2021 

performance returns and assets shown are preliminary. 

The Emerging Markets Equity Composite contains fully discretionary, fee-paying accounts investing in non-US equity and equity-equivalent securities of companies domiciled predominately in emerging 
markets and cash reserves, and is measured against the MSCI Emerging Markets Total Return Index (Gross) for comparison purposes. Returns include the effect of foreign currency exchange rates. The 
exchange rate source of the benchmark is Reuters. The exchange rate source of the Composite is Bloomberg. Additional information about the benchmark, including the percentage of composite assets 
invested in countries or regions not included in the benchmark, is available upon request.

The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market performance in the global emerging markets. The index consists of 25 emerging 
market countries. You cannot invest directly in this index. 

Harding Loevner LP claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. Harding Loevner 
has been independently verified for the period November 1, 1989 through September 30, 2021. 

A firm that claims compliance with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of the GIPS standards. Verification provides assurance 
on whether the firm's policies and procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of performance, have been designed in 
compliance with the GIPS standards and have been implemented on a firm-wide basis. The Emerging Markets Equity Composite has had a performance examination for the periods December 1, 1998
through September 30, 2021. The verification and performance examination reports are available upon request. GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote 
this organization, nor does it warrant the accuracy or quality of the content contained herein.

Harding Loevner LP is an investment adviser registered with the Securities and Exchange Commission. Harding Loevner is an affiliate of Affiliated Managers Group, Inc. (NYSE: AMG), an investment 
holding company with stakes in a diverse group of boutique firms. A list of composite descriptions, a list of limited distribution pooled fund descriptions, and a list of broad distribution pooled funds are 
available upon request.

Results are based on fully discretionary accounts under management, including those accounts no longer with the firm. Composite performance is  presented gross of foreign withholding taxes on 
dividends, interest income and capital gains. Additional information is available upon request. Past  performance does not guarantee future results. Policies for valuing investments, calculating 
performance, and preparing GIPS Reports are available upon request. 

The US dollar is the currency used to express performance. Returns are presented both gross and net of management fees and include the reinvestment of all income. Net returns are calculated using 
actual fees. Actual returns will be reduced by investment advisory fees and other expenses that may be incurred in the management of the account. The standard fee schedule generally applied to 
separate Emerging Markets Equity accounts is 1.15% annually of the market value up to $20 million; 0.80% of amounts from $20 million to $100 million; 0.75% of amounts from $100 million to $200 million; 
above $200 million upon request. The management fee schedule and total expense ratio for the Emerging Markets Equity Collective Investment Fund, which is included in the composite, are 1.12% on all 
assets and 1.10%, respectively. Actual investment advisory fees incurred by clients may vary. The annual composite dispersion presented is an asset-weighted standard deviation calculated for the 
accounts in the composite the entire year.

The Emerging Markets Equity Composite was created on November 30, 1998 and the performance inception date is December 1, 1998.

Emerging Markets Equity Composite Performance (as of December 31, 2021)

HL EM
Gross

(%)

HL EM
Net
(%)

MSCI EM 
Index1

(%)

HL EM
3-yr. Std. 

Deviation2

(%)

MSCI EM Index
3-yr. Std. 

Deviation2

(%)

Internal 
Dispersion3  

(%)
No. of 

Accounts

Composite 
Assets

($M)

Firm 
Assets

($M)

20214 -2.34 -3.19 -2.22 20.48 18.35 1.1 13 15,537 75,084

2020 15.43 14.37 18.69 21.65 19.62 0.8 15 19,162 74,496

2019 26.90 25.78 18.88 14.64 14.17 0.4 17 19,045 64,306

2018 -17.29 -18.03 -14.25 13.94 14.62 0.4 21 15,114 49,892

2017 36.81 35.64 37.75 13.90 15.36 0.3 23 19,177 54,003

2016 14.84 13.85 11.60 15.00 16.07 0.4 22 13,629 38,996

2015 -12.85 -13.59 -14.60 13.61 14.04 1.2 20 9,670 33,296

2014 0.74 -0.11 -1.82 14.06 14.99 0.5 14 8,212 35,005

2013 5.74 4.80 -2.27 17.56 19.03 0.6 12 5,649 33,142

2012 23.92 22.79 18.63 20.15 21.49 0.4 10 3,772 22,658

2011 -15.55 -16.36 -18.17 24.72 25.76 0.5 9 3,136 13,597
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