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JOHCM Global Emerging Markets Opportunities Fund

Inflation under control, positive economic growth, 
valuations at half their long-term 

Brazil has been one of our favourite emerging markets from late 2020, since when 
it has delivered strong USD total returns despite a significant negative return from 
the MSCI Emerging Markets Index. October’s election has returned Luiz Inacio Lula 
da Silva (Lula) as the president, a position he held from 2002-2010. As Lula is from 
the left-wing Partido dos Trabalhadores (PT), the Workers’ Party, and given recent 
hostile market reactions to left-wing electoral successes in Chile, Colombia and 
Peru, is it time to change our view on Brazil?

We remain very positive on Brazil in both an absolute sense and relative to other 
emerging markets. We do not see a Lula administration as a material risk to Brazil’s 
economy or to financial markets, and continue to find attractive investment 
opportunities there.

Why are we sanguine about Brazil’s political shift to the left?

1. The Brazilian economy remains relatively strong, helped by both commodity 
prices and by the recovery from the previous downturn. These conditions 
are similar to those when Lula previously was in power – which was a good 
period for equity investors (the MSCI Brazil returned an annualised 36.9% 
in USD terms; unlikely to be repeated this time around, but evidence that a 
left-wing president isn’t necessarily a problem). Export prices and the trade 
balance remain strong in historical terms, which will support growth and the 
currency, while the domestic economy continues its recovery from the deep 
2014-16 downturn (a recovery extended by the 2020 Covid-driven dip in 
activity); PMI surveys show continued expansion in both manufacturing and 
non-manufacturing activities.

 ¾ The Fund aims to generate long-
term capital growth through 
active management of a portfolio 
of equities listed on emerging 
stock markets.

 ¾ For fund managers James Syme 
and Paul Wimborne, identifying 
the most attractive emerging 
markets in which to invest is the 
most important influence on 
investment performance.

 ¾ Complementing their top-down 
view is a stock selection process 
that focuses on identifying 
quality growth stocks within their 
favoured countries.

 ¾ Benchmark:  MSCI Emerging 
Markets Index

 ¾ The use of the Index does not 
limit the investment decisions of 
the fund manager therefore the 
shareholdings of the Fund may 
differ significantly from those of 
the Index.

 ¾ Please refer to the Prospectus/
KIID for further information.

WHY WE LIKE BRAZIL
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Senior Fund Manager

Paul Wimborne
Senior Fund Manager

FOR PROFESSIONAL INVESTORS ONLY

N O V E M B E R  2 0 2 2

www.johcm.comFund Literature

http://www.johcm.com
https://www.johcm.com/uk/our-funds/fund-details-JOH-EMO/johcm-global-emerging-markets-opportunities-fund
https://www.linkedin.com/company/j-o-hambro-capital-management/


New onshore share classes (minimum investment applies):

‘A’ Acc Class: 0.90% AMC / 0.99% capped OCF (ISIN: GB00BJ5JMC04)

‘X’ Acc Class: 0.625% AMC / 0.75% capped OCF (ISIN: GB00BJ5JMF35)

www.johcm.comFOR PROFESSIONAL INVESTORS ONLY Fund Literature

2. Brazil’s core institutions remain strong and market-friendly, which will constrain the more populist desires of the incoming 
administration. The central bank remains deeply orthodox regarding inflation-fighting, while the elections have skewed both 
Congress and Senate towards centre and right-wing coalitions. Right-leaning coalitions have seen their share of seats increased from 
46% to 49% in the lower house and from 31% to 44% in the upper house. As the fiscal spending-cap (which Lula has indicated he 
would like lifted) is a constitutional measure, any reform would have to pass both houses.

3. Following on from that, since the start of 2021, monetary policy has been aggressively employed to reduce inflation with policy 
interest rates lifted from 2% to 13.75%. With both reported inflation and inflation expectations trending down, 2023 should see 
Brazil become one of the first major countries to move into a rate-cutting cycle, which should support both the economy and the 
equity market.

4. Equity valuations in Brazil are attractive, both against history and compared to other similarly sized emerging markets. The price/
earnings ratio on 12 month forward consensus earnings of MSCI Brazil is just 6.6x, compared to a long-term average for Brazil of 
11.2x and current levels of 21.6x for India, 14.6x for Saudi Arabia and 12.6x for Mexico. These levels would seem to price in a lot of 
political and policy risk.

In an emerging market-relative sense, and even in a global sense, Brazil’s reasonably good conditions are extremely attractive. Net energy 
exports, a central bank that seems to have got on top of inflation, fiscal orthodoxy, moderate economic growth and attractive market 
valuations are conditions enjoyed by few countries anywhere. Given that, we think investors can live with a more left-wing government in 
Brazil. We certainly can.
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Professional investors only.
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. Issued in the European Union by JOHCM Funds (Ireland) Limited 
(“JOHCMI”) which is authorised by the Central Bank of Ireland.  Registered office: 24 Fitzwilliam Place, Dublin 2, Ireland D02 T296. References to 
“JOHCM” below are to either JOHCML or JOHCMI as the context requires.
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. Information on the rights of investors can be found here.
The registrations of the funds described in this document may be terminated by JOHCM at its discretion from time to time.
Notice to investors in Switzerland: RBC Investor Services Bank S.A., with registered office at Esch-sur-Alzette, Zurich Branch, Bleicherweg 7, CH-8027 
Zurich has been appointed to act both in a capacity as Swiss representative and Swiss paying agent of the Company. The Prospectus, the KIIDs, the 
Articles of Incorporation and the annual and semi-annual reports may be obtained free of charge from the Swiss representative. The Company is 
defined as J O Hambro Capital Management UK Umbrella Fund (domiciled in the UK), J O Hambro Capital Management Umbrella Fund plc (domiciled 
in Ireland) or Regnan Umbrella Fund ICAV (domiciled in Ireland), as relevant.
This fund has not been authorised by the Hong Kong Securities and Futures Commission and no person may issue, or have in its possession for the 
purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation, or document relating to this fund, which is directed at, or the 
contents of which are likely to be accessed or read by, the public in Hong Kong. This fund is only for offer and sale to persons in Hong Kong who are 
“professional investors” as defined in the Securities and Futures Ordinance (cap. 571) of Hong Kong and any rules made under that Ordinance. This 
document and the information contained herein may not be used other than by the person to whom it is addressed and may not be reproduced in 
any form or transferred to any person in Hong Kong. The contents of this document have not been reviewed by any regulatory authority in Hong Kong. 
You are advised to exercise caution in relation to the offer. If you are in any doubt about the contents of this document, you should seek independent 
professional advice.
This document is only allowed to be distributed to certain relevant persons and not to the retail public in Singapore. The Fund, which is not authorised 
or recognised by the Monetary Authority of Singapore (the “Authority”), is registered under the Restricted Foreign Scheme with the Authority 
and the shares in the Fund (“Shares”) are not allowed to be offered to the retail public. Moreover, this document is not a prospectus as defined 
in the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”). Accordingly, statutory liability under the SFA in relation to the content of 
prospectuses would not apply. Investors should consider carefully whether the investment is suitable for them. This document and any document 
or material in connection with the offer or sale, or invitation for subscription or purchase, of Shares may not be circulated or distributed, nor may 
Shares be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to the retail public or 
any member of the retail public in Singapore other than (i) to an institutional investor, and in accordance with the conditions specified, in Section 304 
of the SFA; (ii) to an investor falling within the definition of “relevant persons”, and in accordance with the conditions specified, in Section 305 of the 
SFA; or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA. Where Shares are acquired 
under Section 305 of the SFA by a relevant person, investors should note that the first sales and transfers of the Shares are subject to the applicable 
provisions of the SFA, which include section 305A of the SFA.
The investment promoted concerns the acquisition of shares in a fund and not the underlying assets.
Investing in companies in emerging markets involves higher risk than investing in established economies or securities markets. Emerging Markets 
may have less stable legal and political systems, which could affect the safe-keeping or value of assets. Investments may 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 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.
The investments underlying the Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning 
of the Taxonomy Regulation (Regulation (EU) 2020/852 and amending Regulation (EU) 2019/2088).
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.
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.
FE Alpha Manager and Crown Rating. Ratings do not constitute investment advice offered by FE and should not be used as the sole basis for making 
any investment decision. All rights reserved. © 2021 FE."
The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis 
for or a component of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or 
a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. Historical data and analysis 
should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on 
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of its affiliates and each 
other person involved in or related to compiling, computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims 
all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and 
fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any 
liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages. (www.
msci.com)
Sources for all data: JOHCM/MSCI Barra/Bloomberg (unless otherwise stated).
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