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Last week, we released two “Behind the Markets” podcasts focused on emerging markets,

with guests Ruchir Sharma, head of emerging markets and chief global strategist at

Morgan Stanley, and Andy Rothman, investment strategist for Matthews Asia.

 

Sharma Is Long-Term Bullish on Emerging Markets

 

Sharma discussed the ebbs and flows of emerging markets over the last few decades, and

in his view, the markets could be setting themselves up for another decade in which valu

ations support emerging markets outperforming the U.S. Similarly, he thinks the

outperformance will not just stem from cyclical sectors but, rather, more domestic

demand-oriented sectors, such as the consumer sectors and even financial stocks, which

he views as attractive in the long term.

 

Rothman: Pay Attention to China’s Growth

 

Rothman’s long-term view is that China will continue to be a driver of the global

economy’s long-term growth, particularly via domestic demand-oriented companies. Every

year for the last decade, China has accounted for about one-third of global economic

growth, which is a larger share of economic growth than the U.S., Europe and Japan

combined. In short, as China grows or slows down, so does the global economy.

 

Rothman believes it is important to look at China as no longer an export-driven economy,

especially in light of the tariff debates. The tariffs are having an impact, but Rothman

sees three-quarters of the Chinese growth as being driven by consumption and income

growth. What the trade tensions are affecting is investment sentiment, which is pushing

the Chinese markets around significantly.

 

Timing of a Resolution

 

Rothman believes that Trump decided last November that a deal with China was better for

his re-election prospects than “no deal” after seeing Republicans lose majority control

of the House of Representatives. His base case is that we will see a deal sometime in

the near future.

 

Sharma’s Three D’s

 

Sharma’s book The Rise and Fall of Nations discusses how the global economy is being

hampered by what he calls the “Three D’s”: demographics, debt and deglobalization. In

this next phase of deglobalization, Sharma prefers the countries and companies that
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benefit from domestic consumption patterns that offer more stable growth and that he

also thinks offer better value today. Sharma emphasized some of the opportunities in

Eastern Europe as being underrecognized and valuable based on these metrics.

 

For two interesting perspectives on emerging markets, check out these great discussions

below.

 

 

 

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. 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 entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Bullish : a position that benefits when asset prices rise.

Valuation  : Refers to metrics that relate financial statistics for equities to their

price levels to determine if certain attributes, such as earnings or dividends, are

cheap or expensive.

Cyclical sectors   : Consumer Discretionary, Energy, Industrials, Materials, Financials

and Information Technology sectors.
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