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• Country selection is crucial in EM as excess liquidity moves markets and stock returns by country have a high dispersion 

• Stock selection adds value given the market often overlooks structural shifts and underestimates a firm’s enduring 

competitive edge

• A sound investment process must consider the behavioural aspects of managing money
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Past performance is not indicative of future performance and does not predict future returns

Class inception date May 2019. Source: Morningstar
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Market Commentary
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Are we all emerging markets now?

“We can't ignore the fact that there are emerging-market-type risks in some of the actions the US has been 

taking.” This is former Morgan Stanley Chief Economist Ellen Zetner’s take on how policy uncertainty and fiscal 

trajectory in the US are increasingly mirroring traditional EM risk factors.

Fiscal incontinence and financial repression are macro risks that investors typically associate with emerging 

markets. Their developed counterparts have enjoyed valuation premiums in their stock and bond markets 

based on a perception of stronger fiscal and monetary discipline, as well as better institutional protections. 

The current flare-up in sovereign bond yields in developed markets partly reflects their governments’ failure to 

curb rising debt burdens by cutting public spending back to pre-covid levels, coupled with anaemic growth (with 

the exception of the US). Investors fear that, lacking the political will to rein in spending, governments in 

developed countries will adopt policies of financial repression, keeping interest rates below the rate of inflation 

to slow or reverse the rise in debt-to-GDP ratios. 

Relative to developed markets, many emerging markets have become more fiscally and monetarily disciplined 

over the past decade. Having learnt the consequences of fiscal and monetary incontinence the hard way, they 

have strengthened central bank credibility, maintained positive real interest rates and improved 

macroeconomic resilience.

China’s export boom risks a backlash from trading partners

We have been gradually reducing portfolio exposure to leading Chinese exporters in recent months as risk 

grows of an international backlash to overproduction of high-end manufactured goods. 

The internal contradictions in Beijing’s model for economic growth have fuelled an export boom that is nearing 

the end of the road. While the CCP has acknowledged that involution – or excessive levels of competition by 

firms producing more at low or negative margins –  is unsustainable, we are yet to see any concrete measures 

to curb overcapacity. 

“The world is not enough”

The issue is that China now accounts for 30% of global industrial production with the share set to grow to 45% 

by 2030 according to the UN. As noted by Council of Foreign Relations President Michael Forman in a piece 

for Foreign Affairs this month, this is a level of industrial dominance not seen since the US at the end of the 

Second World War. He also emphasised that in 2025 China recorded the largest trade surplus in history in US 

dollar value terms, with exports growing at three times the rate of global goods trade. 

China has outgrown its economic model and the global economy’s capacity to absorb its exports. It must take 

decisive steps to rebalance towards an economy driven by consumption. Unfortunately, CCP policy incentives 

underpinning rigid GDP growth targets and local government financing create powerful and entrenched 

feedback loops that fuel overcapacity, which is vented to the rest of the world through exports.

While flooding the world with cheap goods has been a disinflationary force over several decades, it has also 

created huge trade imbalances leading to de-industrialisation and rising debt in many of China’s trading 

partners. China’s economic model suppresses domestic consumption in order to maximise industrial output 

through an undervalued currency, subsidies and preferential financing (among other measures). Peking 

University economist Michael Pettis argues that this system defies David Ricardo’s principle of comparative 

advantage, explaining why free trade maximises global output. To quote from a Substack post by Pettis in 

February this year: 

Competitive advantage is not the same as a comparative advantage. The former means an economy is able to 

produce more cheaply than its trade partners. The latter means that the relative “cheapness” with which an 

economy produces some goods is greater than the relative “cheapness” with which it produces other goods, so 

that it can only have a comparative advantage in roughly half the goods it produces.

https://www.foreignaffairs.com/china/next-global-economic-crisis-made-china-michael-froman
https://michaelpettis858496.substack.com/api/v1/post/pdf?postId=189230767
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This is because comparative advantage is about relative costs, not absolute costs, and while an economy can 

have lower absolute costs in most or even all things, by definition it cannot have lower relative costs in much 

more than half of what it produces. Ricardo’s example shows this very clearly. In his model. Portugal produces 

both textiles and wine more cheaply and efficiently than England, which means that Portugal has a competitive 

advantage in all goods, and England a competitive disadvantage in all goods.

But Ricardo did not argue that the world would benefit if Portugal produced both wine and textiles, with England 

producing neither and acquiring them by running trade deficits with Portugal. Instead, he showed that because 

the relative “cheapness” with which Portugal produces wine is greater than the relative “cheapness” with which 

it produces textiles, Portugal only has a comparative advantage in producing wine, and England has a 

comparative advantage in producing textiles. He showed that if Portugal only produces wine, and exports some 

of it to England to buy textiles, and if England only produces textiles, and exports some of it to Portugal to buy 

wine, trade would be balanced and total output would be maximized – and as counterintuitive as it may seem, 

this is the case even though Portugal can produce textiles more cheaply and efficiently than England.

Looking at today’s global trading system, Ricardo might argue that China’s exploitation of its competitive 

advantage is creating persistent global imbalances, as a result of which global production falls and 

unemployment rises, or “debt must rise in deficit countries to make up for weak demand in the surplus country 

and to prevent unemployment from rising.” 

We can see both of these outcomes occurring in Europe. France relies on debt to prop up demand while 

Germany’s industrial giants are announcing the largest layoffs since the Global Financial Crisis. 

Volkswagen flags 50,000 job cuts across group as board approves turnaround plan (Reuters, 

September 3, 2026) 

Volkswagen's supervisory board on Thursday approved a transformation plan that will include cutting another 

50,000 jobs in its attempt to counter painful tariffs, overcapacity and aggressive Chinese ​rivals. The plan, the 

most extensive restructuring in Volkswagen's 89-year history, includes exploring alternatives for four German 

plants ​that will eventually run out of models during the next decade.

As Stein’s Law goes, “if something cannot go on forever, it will stop.” China’s domestic economic imbalances 

are provoking social and political responses among its major trading partners. In response, governments in 

virtually all advanced economies have taken their first steps to address the issue, enacting stronger import 

duties, local content requirements, and even bans on Chinese equipment in sensitive sectors such as 

telecoms. However, these measures will fall short without structural change in China. Layoffs in the German 

auto industry virtually guarantee a more forceful and coordinated response from Europe. 

Italian lobby group calls for 80% EU tariff on Chinese cars and parts (Reuters, September 10, 2026)

The head of Italian auto suppliers lobby Anfia has urged the European Union to impose 80% tariffs on Chinese-

made vehicles and parts above a certain threshold to safeguard Europe's ​car industry.

Anfia President Roberto Vavassori told Reuters that Chinese imports to the European Union should be tariff-

free up to 8% of annual European vehicle registrations, but with an 80% tariff on imports above that limit.

It should cover both vehicles and components, he said, as parts account for roughly 80% of a vehicle's value. 

"We have ​maximum respect for what the Chinese industry has achieved," Vavassori told Reuters. "But that 

respect has ​now turned into fear."

"Europe cannot lose an industry which is essential for its strategic autonomy."
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His comments come days after Volkswagen approved a major restructuring in the face of slumping demand 

and ​increasing competition from China. Figures from the European Automobile Manufacturers' Association 

(ACEA) showed that the share of Chinese-branded cars sold ​in the EU rose to top 9% in the first half of this 

year.

Other countries fearing the damage of a China supply shock to their leading manufacturing industries may also 

seek to collaborate with Europe and the US to address the issue. There are strong incentives for both China 

and major trading partners to collaborate with the aim of engineering a gradual rebalancing over decades, lest 

more sudden measures trigger an external demand collapse for Chinese exporters, and globally inflationary 

supply chain disruption. 

We remain admirers of the Chinese entrepreneurs that have built outstanding businesses across autos, 

renewable energy, batteries, heavy industries and other advanced manufacturing processes. The leaders in 

these industries have been innovators able to scale across a continental-sized economy amid ferocious 

competition and go global to challenge incumbents. In our view, their long-term prospects remain bright and 

they would continue to prosper in a more balanced environment for international trade, and in a domestic 

environment where competition is rationalised through the re-alignment of economic policy incentives that 

promote more sustainable growth. However, portfolio changes including reducing exposure to battery 

manufacturer CATL and avoiding automaker BYD altogether for the past year or more reflect lower conviction 

levels over the short to medium term as we move through a period of realignment in international trade. 

October’s presidential election in Brazil will be a tight contest 

We wrote previously on how political uncertainty has weighed on Brazilian equities. Crunch time is approaching 

with the presidential election set to take place in less than a month. Picking up the blackjack analogy, it is safe 

to say there are no high cards (more moderate and economically conservative candidates stepping up to make 

a run) in the deck left to be dealt in this political cycle. Voters are set to choose between two deeply flawed 

candidates in incumbent Lula and Flavio Bolsonaro, who are both fending off corruption allegations. 

Nevertheless, our view was that political risk was reflected in extremely cheap valuations for some high-quality 

businesses, which led us to move to a modest overweight in Brazilian equities. The market has been rallying in 

recent weeks, partly reflecting a betting-market lead for Flavio Bolsonaro, perceived by investors as more 

market friendly (debatable in our view). 

We read the market move with some caution. The betting-market odds are out of line with the polls, which 

remain a statistical tie in second-round simulations, and much of the recent shift tracks an internal Supreme 

Court dispute and leaked communications weighing on Lula rather than a durable realignment of the electorate. 

With a first round on 4 October and a probable runoff on the 25th, event risk is high and early, contrarian 

positioning has been rewarded already. Our exposure remains focused on quality names trading below intrinsic 

value, sized to give us room to take advantage of volatility in the months ahead. 
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Key return drivers: August 2026

Winners Contribution (%) Losers Contribution (%)

Asia Vital Components 0,61% Max Healthcare Institute Ltd -0,24%

TSMC 0,24% CATL -0,19%

Unimicron Technology Corp 0,23% CK Hutchison Holdings Limited -0,17%

Shanghai Conant Optical Co Ltd 0,20% Itau Unibanco Hldng-Pref ADR -0,16%

Mediatek Inc 0,16% Smartfit Escola De Ginastica E -0,15%

Stock Contribution: Top 5 & Bottom 5

Sector Security Selection Sector Allocation Total

Information Technology 0,61% -0,01% 0,61%

Consumer Discretionary 0,09% 0,05% 0,14%

Utilities 0,00% 0,11% 0,11%

Other 0,04% 0,01% 0,05%

Consumer Staples -0,03% 0,07% 0,05%

Real Estate 0,01% 0,01% 0,02%

Health Care -0,08% 0,04% -0,04%

Energy -0,06% 0,00% -0,06%

Communication Services -0,17% 0,02% -0,15%

Cash -0,06% -0,13% -0,19%

Industrials -0,36% 0,11% -0,25%

Financials -0,43% 0,00% -0,43%

Materials -0,04% -0,40% -0,44%
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Source: NS Partners Ltd

Country Security Selection Country Allocation Total

Taiwan 0,75% -0,16% 0,59%

China 0,17% 0,00% 0,17%

United Arab Emirates 0,07% 0,00% 0,07%

Mexico 0,00% 0,06% 0,06%

United States 0,08% -0,03% 0,06%

Brazil -0,15% -0,03% -0,18%

Hong Kong -0,11% -0,08% -0,19%

Cash -0,06% -0,13% -0,19%

South Africa -0,14% -0,12% -0,26%

Korea, Republic of -0,31% -0,04% -0,35%

Country Contribution: Top 5 & Bottom 5

Sector Contribution
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Portfolio Characteristics as at 31st August 2026

Stock % Stock %

Samsung Electronics Co Ltd 9,86% Mediatek Inc 2,19%

Taiwan Semiconductor 

Manufacturing
9,67% Zijin Mining Group Co Ltd-H 2,15%

Sk Hynix Inc 6,76% Vista Energy Sab De Cv 2,13%

Delta Electronics Inc 3,40% Sk Square Co Ltd 1,85%

China Construction Bank 2,59% Asia Vital Components 1,85%

Top 10 Holdings

Sector Portfolio MSCI EM Index Variation

Industrials 9,56% 6,54% 3,02%

Financials 22,40% 19,70% 2,70%

Information Technology 43,24% 41,55% 1,69%

Health Care 3,38% 2,72% 0,66%

Energy 3,33% 3,44% -0,11%

Other -0,27% 0,00% -0,27%

Real Estate 0,69% 0,99% -0,30%

Consumer Staples 1,78% 2,73% -0,95%

Consumer Discretionary 6,18% 8,04% -1,85%

Materials 3,31% 6,30% -2,99%

Communication Services 3,11% 6,13% -3,01%

Cash 3,28% 0,00% 3,28%
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Country Portfolio MSCI EM Index Variation

Argentina 2,13% 0,00% 2,13%

Hong Kong 2,03% 0,00% 2,03%

Egypt 1,94% 0,07% 1,87%

Malaysia 1,95% 0,95% 1,00%

Korea, Republic of 21,81% 20,84% 0,97%

Saudi Arabia 1,19% 2,51% -1,32%

South Africa 1,90% 3,23% -1,33%

Mexico 0,00% 1,68% -1,68%

Taiwan 25,49% 27,44% -1,95%

China 16,30% 20,61% -4,32%

Country Allocation: Top 5 & Bottom 5 (Relative)

Sector Allocation

Source: NS Partners Ltd
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Attribution and Positioning Summary

August 2026

What worked:

• Stock picking in China, Taiwan and UAE; underweight in India, Mexico and Thailand; overweight in Industrials 

and Healthcare; underweight in Consumer Staples and Utilities; stocks and underweight Consumer Discretionary

What didn’t work:

• Exposure in HK; stocks in Brazil, India, and South Korea; stocks and underweight South Africa; overweight in 

Egypt; underweight in Taiwan (partly due to UCITS limiting TSMC positioning)

The good:

• Asia Vital Components (Taiwan) – thermal cooling specialist, demand growth and rising ASPs from data centre 

demand

• Unimicron Technology (Taiwan) - leading ABF substrate supplier with ~27% global market share, positioned at 

the heart of the AI infrastructure buildout where demand for high-end packaging substrates is expected to outstrip 

supply, supporting pricing power, margin expansion, and earnings upgrades

• Shanghai Conant Optical (China) - exposure to the emerging AI smart-glasses ecosystem through its expected 

participation in Meta's smart-glasses ramp from Q4 2026, while retaining a profitable and growing core lens 

business

The bad:

• Max Healthcare (India) – leading private hospital operator in India with great green and brownfield development 

potential; no news – maybe a deal coming?

• Contemporary Amperex Tech (China) – position taken to neutral as Beijing temporarily suspends new battery 

projects to curb oversupply

• CK Hutchison (HK) – decent results on some asset disposals, but market disappointed over management 

refusal to boost capital returns

Changes over the month:

• Added to Greece, Egypt, Brazil, India, Malaysia, South Korea and Taiwan; reduced Hong Kong and China
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Contact us

Disclaimer
This is a marketing communication. Please refer to the prospectus, the key investor information documents (the KIIDs/PRIIPS KIDs) and 

the financial statements of Nedgroup Investments Funds plc (the Fund) before making any final investment decisions.

These documents are available from Nedgroup Investments (IOM) Ltd (the Investment Manager) or via the website: 

www.nedgroupinvestments.com, where the prospectus is available in English and the KIIDs/KIDs in English and the official languages of 

each country of registration.

This document is of a general nature and for information purposes only, it is not intended for distribution to any person or entity who is a 

citizen or resident of any country or other jurisdiction where such distribution, publication or use would be contrary to law or regulation. 

Whilst the Investment Manager has taken all reasonable steps to ensure that this document is accurate and current at the time of 

publication, we shall accept no responsibility or liability for any inaccuracies, errors or omissions relating to the information and topics 

covered in this document. 

The Fund is authorised and regulated in Ireland by the Central Bank of Ireland. The Fund is authorised as a UCITS pursuant to the 

European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations 2011 as amended and as may 

be amended, supplemented, or consolidated from time -to-time and any rules, guidance or notices made by the Central Bank which are 

applicable to the Fund.  The Fund is domiciled in Ireland. Nedgroup Investment (IOM) Limited (reg no 57917C), the Investment Manager 

and Distributor of the Fund, is licensed by the Isle of Man Financial Services Authority. The Depositary of the Fund is Citi Depositary 

Services Ireland DAC, 1 North Wall Quay, Dublin 1, Ireland. The Administrator of the Fund is Citibank Europe plc, 1 North Wall Quay, 

Dublin 1, Ireland.

The sub-funds of the Fund (the Sub-Funds) are generally medium to long-term investments and the Investment Manager does not 

guarantee the performance of an investor's investment and even if forecasts about the expected future performance are included the 

investor will carry the investment and market risk, which includes the possibility of losing capital. 

The price of shares may go down or up depending on fluctuations in financial markets outside of the control of the Investment Manager 

meaning an investor may not get back the amount invested. 

Past performance is not indicative of future performance and does not predict future returns. 

Risks and fees are outlined in the relevant Sub-Fund supplement.

Prices are published on the Investment Manager’s website. 

Distribution: The prospectus, the supplements, the KIIDS/PRIIPS KIDS, constitution, country specific appendix as well as the annual and 

semi-annual reports may be obtained free of charge in English for the prospectus and in English together with the relevant local 

languages for the KIIDs/KIDs  from the country representative, the Investment Manager, or at www.nedgroupinvestments.com. The 

Investment Manager may decide to terminate the arrangements made for the marketing of its collective investment undertakings in 

accordance with Art 93a of Directive 2009/65/EC and Art 32a of Directive 2011/61/EU.

Switzerland: The Representative is Acolin Fund Services AG, Maintower, Thurgauerstrasse 36/38, 8050 Zurich, Switzerland, whilst the 

Paying agent is Banque Heritage SA, Route de Chêne 61, CH-1211 Geneva 6. Nedgroup Investments (IOM) Limited is affiliated to the 

Swiss ombudsman: Verein Ombudsstelle Finanzdienstleister (OFD), Bleicherweg 10, CH-8002 Zurich. 

U.K: Nedgroup Investments (UK) Limited (reg no 2627187), authorised and regulated by the Financial Conduct Authority, is the facilities 

agent. The Fund and certain of its sub-funds are recognised in accordance with Section 264 of the Financial Services and Markets Act 

2000.

Isle of Man: The Fund has been recognised under para 1 sch 4 of the Collective Investments Schemes Act 2008 of the Isle of Man. Isle 

of Man investors are not protected by statutory compensation arrangements in respect of the Fund.

London: 7th Floor, 12 Arthur Street, EC4R 9AB

Email: Clientsolutions@nedgroupinvestments.com

Tel: +44 (0) 7960 901396

South Africa: 2nd Floor, Nedbank Clocktower, Cape Town, 8001

Email: info@nedgroupinvestments.co.za

Tel: 0800 999 160 (toll free from South Africa only)

 

For further information on the fund please visit: www.nedgroupinvestments.com
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