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Emerging markets are back in favour – but it pays to take a cautious approach to a diverse

sector. BARROW HANLEY’S EM team explains

Country dispersion now defines EM

China bottoming, ASEAN cheapest in EM

Find out about the Barrow Hanley Emerging Markets Fund

Emerging-market investors need to be careful treating the asset class as a single trade, with

country, commodity and policy cycles now moving in very different directions, says Barrow

Hanley’s emerging markets team.

Emerging markets have come back into favour over the past year, with the asset class posting

strong returns and outpacing developed markets even during the sharp downturn triggered by

the Middle East conflict.

But the headline performance is masking diverging country fortunes that investors need to be

careful to understand.

“The stellar returns we had last year clearly opened the eyes for many asset owners… just

showing what role it can play in portfolios,” says Kathrine Husvaeg, Head of EMEA and UK at

Barrow Hanley.

“But the dispersion in the universe is enormous right now.”

Barrow Hanley is a global leader in value investing, managing assets for clients for more than 40

years. Barrow Hanley funds – including the Barrow Hanley Emerging Markets Fund –

are distributed in Australia by Perpetual Group.

EM performance diverging

Husvaeg says the performance of emerging market stocks in the three months to March

highlights some stark differences within the sector.

“In terms of country returns, it was really a quarter of two very different environments,” she says.

“Export-heavy markets like Korea and Taiwan doing really well in January and February,

benefiting from the continuous strong rise we saw in memory chip storage prices and strong

earnings results.

“All those heavily energy-import-dependent countries in Asia came under pressure. India was

the worst hit, but Korea’s returns took a big hit in March as well.

“Energy-producing countries such as Brazil and Colombia benefited from this.”

Portfolio manager Sherry Zhang says the different forces driving emerging markets are creating

a wide set of attractive opportunities.
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“The opportunities we see are still fairly diverse,” says Zhang.

China’s favourable outlook

China led emerging markets in 2025 but gains have been muted so far in 2026 as investors wait

for the next stage of AI earnings and news of any potential government economic stimulus.

“Net net, we are very favourable on the mid- to long-term outlook for China,” says Zhang.

A five-year real estate downturn is bottoming out, Beijing’s “anti-involution” push to stop

destructive competition is starting to stabilise business conditions and reduce overcapacity,

and policymakers seem to be winning a long battle against deflation.

“Everything, even though it is not great, is bottoming to the tune of slight improvement,” Zhang

says.

“We do feel like China has seen the worst, and this year should be a positive for China and also

for EM.”

ASEAN shares look cheap

Portfolio manager David Feygenson says Indonesia, the Philippines and Thailand are the

cheapest part of emerging markets.

He says the region’s markets have underperformed but valuations are starting to look attractive.

“We’ve got what we think are really good, cheap set of companies there that are well positioned

for when the markets turn around,” he says, including Indonesia’s Bank Mandiri and Thai bank

Kasikornbank.

Concerns around India outlook

Feygenson says he is cautious on India because it looks expensive compared with other

emerging markets.

“From the relative valuation, it’s still really not that cheap,” he says. The team is working on a

number of Indian opportunities and watching the sell-off in IT services, but is not yet

comfortable buying the country’s outsourcing leaders because the AI risk is too unsettled.

“With the rise of AI, it’s a little bit early to tell whether they are going to be somewhat of an AI

victim,” Zhang says.

India is also very exposed to the oil price because it imports energy and subsidises what

consumers pay.

“We do need to be careful,” Feygenson says.
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About Barrow Hanley

Barrow Hanley is a global leader in value investing, managing assets for clients for more than 40

years.

Barrow Hanley Global Share Fund aims to provide investors with long-term capital growth

through investment in quality global shares.

Barrow Hanley Global Share Active ETF (ASX:GLOB) is a unit class in the Barrow Hanley Global

Share Fund.

Barrow Hanley is distributed by Perpetual Asset Management in Australia.

Find out more here.

The information on this website has been prepared by Perpetual Investment Management Limited ABN 18

000 866 535 AFSL 234426 (Perpetual), as the issuer of the Barrow Hanley Global Share Fund (Fund) and

Barrow Hanley Global Share Fund (Managed Fund) (ASX: GLOB) (ETMF). It is general information only and is

not intended to provide you with financial advice or take into account your objectives, financial situation or

needs. You should consider with a financial adviser whether the information is suitable for your

circumstances. To the extent permitted by law, no liability is accepted for any loss or damage as a result of any

reliance on this information.

Barrow, Hanley, Mewhinney & Strauss (Barrow Hanley) is a 75% owned subsidiary of Perpetual Limited and a

related party of PIML. Perpetual Corporate Trust Limited (ABN 99 000 341 533, AFSL 392673) has appointed

Barrow Hanley as its authorised representative (Representative number 001283250) under its Australian

Financial Services Licence.

The product disclosure statement (PDS) and Target Market Determination (TMD) for the Fund and the ETMF,

issued by PIML, should be considered before deciding whether to acquire or hold units in the Fund or ETMF.

The PDS and TMD can be obtained by calling 1800 022 033 or visiting our website www.perpetual.com.au

No company in the Perpetual Group (Perpetual Limited ABN 86 000 431 827 and its subsidiaries) guarantees

the performance of any fund, ETMF or the return of an investor’s capital. To the extent permitted by law, no

liability is accepted for any loss or damage as a result of any reliance on this information. Past performance is

not a reliable indicator of future performance.
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