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JOHCM Global Emerging Markets Opportunities Fund

Despite the ongoing success of the global Covid vaccination programme, it is too 
soon to claim to be in a post-Covid world. Nevertheless, with some countries 
having achieved vaccination rates of over 70% of their populations, it is possible to 
start considering what a post-Covid world might look like, especially in emerging 
markets (EM). As William Gibson said, ‘the future is already here - it's just not very 
evenly distributed.’

From an investing viewpoint, the big change, both in developed and emerging 
economies, is the change in fiscal and monetary policies. The (at the time, 
shockingly large) support to economies and financial systems after the 2008 crisis 
has been dwarfed by the stimulus response in 2020-21. JP Morgan estimates 
that the balance sheets of developed economies’ central banks will increase by 
US$11.7trn during 2020-21, with an aggregate size of US$28trn by the end of 
this year. In most of these countries, central banks are the largest single buyer of 
government bonds, with those financing economic support programs as well as 
vastly-expanded healthcare systems.

With economies recovering, policy focus is now turning to ending quantitative 
easing and tightening policy, but this is deliberately being done slowly. The sheer 
size of the stimulus will sit on government and central bank balance sheets for 
years to come, but the tapering is being done with an eye on allowing inflation to 
run at higher levels.

This tolerance of inflation should be a net positive for nominal GDP growth around 
the world, and also for commodity prices, which, in turn, should create a different, 
more positive, economic environment for more indebted and more commodity-
intensive emerging economies.

The enduring ‘new normal’
We have also seen signs of shifts within some industries in EM. Suggestions of 
a ‘new-normal’ are often proved wrong, but some of the trends we have seen 
may endure. The move to a more online, digital and e-commerce-based world 
is a long-term trend, but that trend has accelerated markedly in the last year-
and-a-half, and most of the companies that have benefited expect to keep their 
new customers. We have various exposures to this theme within the portfolio, 
particularly food delivery and online games.

Another shift that looks like it will endure is the shift in travel and tourism patterns. 
International travel has collapsed, but so, noticeably, has business travel. Partly 
replacing this, particularly in larger countries like Brazil and China, has been very 
strong growth in internal travel and tourism, including higher-end travellers who 
would previously have gone abroad. This has led to, for example, wide-body jets 
normally used for international long-haul flights being used to service internal 
tourist routes. An additional shift in this industry has also been a strong rise 
in dedicated freight flights, as cargo capacity in the holds of passenger flights 
declines and e-commerce volumes ramp up. Finally, online booking continues to 
replace brick-and-mortar travel agents. We have exposure to all these trends in 
the portfolio.
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Covid-19 and politics
One legacy of Covid in EM has been changes in either the direction or stability of politics in several different countries. Some 
governments have overseen weak or chaotic responses to the pandemic, and where infection rates and death tolls have been high, it has 
proved variously difficult or impossible to continue to govern.

The main incidence of this so far has been Latin America, where the human impact of Covid has been worst. We wrote in June about the 
challenging political environment in the smaller countries in the region, and the human and economic impacts of the pandemic have 
been major drivers of the swing towards populism and/or socialism in Chile, Peru and Colombia. Although yet to coalesce into a coherent 
political movement, it should be noted that the combinations of Covid-driven lockdowns and poverty have led to the worst unrest in 
South Africa in over twenty years.

Where populists are in power, the pandemic has been a major challenge to incumbents’ popularity. We see this at its most stark in Brazil, 
where opinion polling on the Bolsonaro presidency has largely tracked Covid case data. In Turkey, economic stress is elevated because of 
policy mistakes as well as the impact of Covid, but the effect in aggregate is that the governing AKP (and President Erdogan) are closer to 
losing power that at any time since the AKP came into power in 2003.

Governments claiming to operate on a more technocratic basis (sometimes using this as an excuse for holding to weaker democratic 
values) have not been immune. In Malaysia the governing Bersatu party have lost their coalition partner and are (at the time of writing) 
using the pandemic-driven suspension of parliament as a tool to cling to power.

So far it is only really in the smaller Latin American countries where we can already see evidence of permanent change as a result of 
Covid, but there will be many electoral cycles in EM in the next few years, and the pandemic may well prove a decisive factor in next 
years elections in Brazil, Colombia and the Philippines.

Some of these changes may not prove lasting, and, doubtless, others will appear, but it is definitely the case that the post-Covid world 
will differ from what came before, and investors need to factor in those risks and opportunities.
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JOHCM Global Emerging Markets Opportunities Fund 
5 year discrete performance (%)

Past performance is no guarantee of future performance. 

Source: JOHCM/MSCI Barra/Bloomberg, NAV of Share Class A in USD, net income reinvested, net of fees as at 31 July 2021. The A USD Class 
was launched on 30 June 2011. Benchmark: MSCI Emerging Markets NR (12pm adjusted). Performance of other share classes may vary 
and is available on request.

Professional investors only. This is a marketing communication. Please refer to the fund prospectus and to the KIID before making any 
final investment decisions. These documents are available in English at www.johcm.com, and available from JOHCMI, or (for UK investors) 
JOHCML, at the addresses set out below. 
Issued and approved in the UK by J O Hambro Capital Management Limited (“JOHCML”) which is authorised and regulated by the Financial 
Conduct Authority. Registered office: Level 3, 1 St James’s Market, London SW1Y 4AH. Registered in England No:2176004.
Issued in the European Union by JOHCM Funds (Ireland) Limited (“JOHCMI”) which is authorised by the Central Bank of Ireland. Registered 
office: Riverside One, Sir John Rogerson’s Quay, Dublin 2, Ireland.
Notice to Swiss investors: RBC Investor Services Bank S.A., with registered office at Esch-sur-Alzette, Badenerstrasse 567, P.O. Box 1292. CH-
8048 Zurich has been appointed to act both in a capacity as Swiss representative and Swiss paying of the JOHCM Global Emerging Markets 
Opportunities Fund. All legal documentation pertaining to the JOHCM Global Emerging Markets Opportunities Fund can be obtained free 
of charge from the Swiss representative. The place of performance and jurisdiction in relation to [shares/units] distributed in Switzerland 
is at the registered office of the Swiss representative.
The distribution of this document in jurisdictions other than those referred to above may be restricted by law (“Restricted Jurisdictions”). 
Therefore, this document is not intended for distribution in any Restricted Jurisdiction and should not be passed on or copied to any person 
in such a jurisdiction.                                                                                                                                                                                                                        
NAV of Share Class A in USD, net income reinvested, net of fees as at 30 June 2021. The A USD Class was launched on 30 June 2011. 
Benchmark: MSCI Emerging Markets NR (12pm adjusted). Performance of other share classes may vary and is available on request. 
Investments fluctuate in value and may fall as well as rise and investors may not get back the value of their original investment. Past 
performance is not necessarily a guide to future performance. 
Investing in companies in emerging markets involves higher risk than investing in establishedeconomies or securities markets. Emerging 
Markets may have less stable legal and political systems, which could affect the safe-keeping or value of assets. 
The Fund’s investments include shares in small-cap companies and these tend to be traded less frequently and in lower volumes than larger 
companies making them potentially less liquid and more volatile. The information contained herein including any expression of opinion is 
for information purposes only and is given on the understanding that it is not a recommendation. 
The information in this document does not constitute, or form part of, any offer to sell or issue, or any solicitation of an offer to purchase or 
subscribe for any funds described in this document; nor shall this document, or any part of it, or the fact of its distribution form the basis 
of, or be relied on, in connection with any contract. 
Telephone calls to and from JOHCML and JOHCMI may be recorded. Information on how personal data is handled can be found in the 
JOHCM Privacy Statement on its website: www.johcm.com. 
Information on the rights of investors can be found here. 
The registered mark J O Hambro® is owned by Barnham Broom Holdings Limited and is used under licence. JOHCM® is a registered 
trademark of JOHCML. 
Sources for all data: JOHCM/MSCI Barra/Bloomberg (unless otherwise stated).

Discrete 12 month performance (%): 

31.07.21 31.07.20 31.07.19 31.07.18 31.07.17

A USD Class 25.13 1.63 -1.75 4.00 25.02

Benchmark 20.75 6.65 -2.15 4.46 25.34

Relative return 3.63 -4.71 0.41 -0.44 -0.25
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