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Market Overview 

After a strong start to the year in January, Emerging Markets witnessed a broad-based correction in February. With 

resurfacing of US-China tensions following the balloon saga, and a reversal of the USD weakening trend, EM equities came 

under pressure, contracting by 6.5% (underperforming DMs by 4%). For benchmark heavyweight China, a re-escalation of 

US-China relations overshadowed any optimism from a faster reopening and strong activity data. Investors took profits on 

China which fell by 10% during the month. The onshore China A equities were more resilient versus the Hong Kong offshore 

China shares in face of these external headwinds. With Chinese government stepping up efforts to boost domestic digital 

and IT capabilities, telecom was the best sector in China. India continued to correct as well, but outperformed its Asian 

peers, with recent inflation figures suggesting an inflationary risk to recovery and rising domestic yields putting pressure on 

domestic equity inflows. Korea also remained under pressure following the strong January performance as uncertainty 

around US demand slowdown continued to weigh on sentiment. Taiwan, performed relatively better for the month, with 

optimism for cloud and AI related demand boost helping the semiconductor supply chain names. Within LatAm, the bright 

spot was Mexico, which continued to outshine with new investment inflows on US near-shoring efforts. Brazil on the other 

hand, remained under pressure as commodities corrected in February and over concerns around fiscal policy risks. In the 

commodity complex, most metals witnessed broad based correction as optimism around China reopening faded and rising 

inventories raised concerns. Gold prices also lost shine as US yields resumed their upward trend. 

 

Portfolio Highlights & Strategy Review 

The strategy lagged the benchmark returns in the month of February. The main detractors were consumer names in China 

including JD.com, Alibaba Group and Meituan that witnessed sharp profit taking after the run up in prior months. These 

came under pressure on concerns that price competition in China’s ecommerce space could remain high with players like 

JD.com stepping up subsidy campaign to gain market share versus peers like Pinduoduo. The strategy reduced its 

overweight in China ecommerce sector following these developments. To add exposure to AI cluster, the strategy added 

to Chinese online search giant, Baidu, that is front runner in ChatGPT service in China. The underperformance was partially 

offset by strong returns in holdings in India (e.g. ABB, Varun) and Mexico (e.g. Banorte, GAP). 

With increased volatility in the markets, the strategy implemented other steps to reduce risk including adopting a more 

neutral sector positioning.  

 

Fund Outlook 

Macro factors continue to drive EM asset prices in 2023. The repricing of the yield curve in the US postponed the recovery 

we experienced since November 2022. It is very important to have more clarity on the direction of inflation in the US, and 

consequently the USD, as we seem not to be out of the woods just yet. Monetary signals point to a reduction in excess 

liquidity in the coming months, with DMs still tightening, which normally has a bad impact on equities. EM countries are in 

a better shape, however, and valuations are attractive especially vs DMs. Coming out of a period of consecutive years of 

relative underperformance, number of factors have evolved positively for EM equities. The key driver has been the pace 

and scope of economic recovery in China.  
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If February PMI figures are any indication, China’s economic rebound could meaningfully add to the growth differential for 

EM over DM for 2023. Inflationary dynamics are benign in the case of most EM regions. The spill over effects of a US / 

Europe led slowdown are indeed concerns for export dominated economies however there are still supportive tailwinds like 

supply chain diversification, nearshoring and US IRA related benefits and economic reforms that could bode well for Mexico, 

India and South Korea. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
This marketing communication is provided for information purposes only, it does not constitute an offer to buy or sell financial instruments, nor does it represent an investment recommendation or confirm 

any kind of transaction, except where expressly agreed. Although Candriam selects carefully the data and sources within this document, errors or omissions cannot be excluded a priori. Candriam cannot 

be held liable for any direct or indirect losses as a result of the use of this document. The intellectual property rights of Candriam must be respected at all times, contents of this document may not be 

reproduced without prior written approval. 

Warning: Past performance of a given financial instrument or index or an investment service or strategy, or simulations of past performance, or forecasts of future performance does not predict future returns. 

Gross performances may be impacted by commissions, fees and other expenses. Performances expressed in a currency other than that of the investor's country of residence are subject to exchange rate 

fluctuations, with a negative or positive impact on gains. If the present document refers to a specific tax treatment, such information depends on the individual situation of each investor and may change. 

In respect to money market funds, please be aware that an investment in a fund is different from an investment in deposits and that the investment’s principal is capable of fluctuation. The fund does not rely 

on external support for guaranteeing its liquidity or stabilizing its NAV per unit or share. The risk of loss of the principal is borne by the investor.  

Candriam consistently recommends investors to consult via our website www.candriam.com the key information document, prospectus, and all other relevant information prior to investing in one of our funds, 

including the net asset value (“NAV") of the funds. Investor rights and complaints procedure, are accessible on Candriam’s dedicated regulatory webpages https://www.candriam.com/en/professional/legal-

and-disclaimer-candriam/regulatory-information/. This information is available either in English or in local languages for each country where the fund’s marketing is approved. According to the applicable 

laws and regulations, Candriam may decide to terminate the arrangements made for the marketing of a relevant fund at any time. 

Information on sustainability-related aspects:  the information on sustainability-related aspects contained in this communication are available on Candriam webpage 

https://www.candriam.com/en/professional/market-insights/sfdr/.  The decision to invest in the promoted product should take into account all the characteristics or objectives of the promoted product as 

described in its prospectus, or in the information documents which are to be disclosed to investors in accordance with the applicable law. 

Notice to investors in Switzerland: The information provided herein does not constitute an offer of financial instruments in Switzerland pursuant to the Swiss Financial Services Act ("FinSA") and its 

implementing ordinance. This is solely an advertisement pursuant to FinSA and its implementing ordinance for financial instruments. 

Swiss representative: CACEIS (Switzerland) SA, Route de Signy 35, CH-1260 Nyon. The legal documents as well as the latest annual and semi-annual financial reports, if any, of the investment funds may 

be obtained free of charge from the Swiss representative. 

Swiss paying agent: CACEIS Bank, Paris, succursale de Nyon/Suisse, Route de Signy, 35, CH-1260 Nyon. Place of performance: Route de Signy 35, CH-1260 Nyon. Place of jurisdiction: Route de Signy 

35, CH-1260 Nyon. 

Specific information for investors in France: the appointed representative and paying agent in France is CACEIS Bank, Luxembourg Branch, sis 1-3, place Valhubert, 75013 Paris, France. The prospectus, 

the key investor information, the articles of association or as applicable the management rules as well as the annual and semi-annual reports, each in paper form, are made available free of charge at the 

representative and paying agent in France. 

Specific information for investors in Spain: Candriam Sucursal en España has its registered office at C/ Pedro Teixeira, 8, Edif. Iberia Mart I, planta 4, 28020 Madrid and is registered with the Comisión 

Nacional del Mercado de Valores (CNMV) as an European Economic Area management company with a branch. CNMV: 233 


