
In this Insight we address the 
changes and concentration 
of the MSCI Emerging Market 
Index over the last decade and 
the implication for investors of 
the growing size of China within 
these Indices. The last 10 years 
have seen some significant 
changes to the emerging 
market investment landscape, 
both in terms of the shifting 
geographical bias and the types 
of investors that make up the 
shareholder bases of many 
emerging market companies. 

Shifting Landscape

The first paradigm shift which has affected the 
equity universe globally has been the move by 
international investors into passively managed 
funds. In the year 2000, passive holdings 
accounted for just 1% of the foreign money in 
emerging markets (this is for publicly available 
funds). This rose to around 10% by 2006 and 
almost 33% today, worth over USD 1.2tr.¹ The 
size and weight of passive money is crucial to 
the evolution of emerging markets Indices as 
this money is obliged to automatically follow 
and reconstitute to the index. 

Secondly, the shape of the emerging 
market Indices has altered dramatically 
over the last few years in terms of regional 
weightings and there have been some very 
large changes in country weights.
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2 Worldeconomics - https://www.worldeconomics.com/Share-of-Global-GDP/China.aspx

These changes have been driven by both 
increases in free float factors or Index 
inclusions for some countries, and by 
relative performance of economies and 
stock markets. 

For example, in 2019 MSCI increased the 
inclusion ratio of China A shares from 5% to 
20% in the MSCI Emerging Markets Index. 
These changes over time have resulted in 
the correlation of China with the MSCI 
Emerging Markets Index going from around 
0.65 in 2003 to 0.88 in Q1, 2023. Finally, 
and a more recent phenomenon driven by 
COVID-19 and a lower global interest rate 
environment, local investors have become 
much more active in their own domestic 
equity markets thus somewhat changing 
the dynamic shorter-term drivers of many 
emerging equity markets. 

The shifting landscape has caused 
emerging market investors to increasingly 
reevaluate the appropriate allocation 
framework of their equity portfolios, 
and the growing dominance of China. 

 The growing dominance of China

China’s growing economic strength and 
improving market accessibility may 
transform the characteristics of the 
emerging market asset class further and 
thus its role in global portfolios. 

In addition to China, Korea and Taiwan have 
become much larger economies and stock 
markets over the last 20 years, with Korea 
even being upgraded to developed market 
status by FTSE, and most likely also by MSCI 
in the coming few years. India is now the 

largest country in the world by population 
and current strong rates of economic 
growth are likely to increase its dominance 
within the EM economies and Indices. 

China A shares are currently, as at 
March 31, 2023, included at only 20% of 
their market capitalization weight. If this 
were to increase to their full free float 
market capitalization weight, China’s weight 
in the Emerging Markets Index would rise to 
44.4% (UBS, March 2023).

In economic terms, China is likely to 
overtake the US to become the world’s 
largest economy by 2028, five years earlier 
than previously forecast, a report from 
CEBR states. China’s share of the world 
economy has risen from just 3.6% in 
2000 to 18.5% in 2022.² 

Figure 1

The evolving emerging market universe – the growing dominance of China

Source: Fiera Capital, MSCI Database, 31 March 2023.
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Following closely behind China, India has a 
good chance of becoming the third largest 
economy in the world by 2030. India 
had overtaken the UK as the fifth-biggest 
economy in 2019 but has slipped behind 
it again due to the pandemic’s impact. It 
might not take over again until 2024 but is 
likely to then go on to overtake Germany by 
around 2027 and Japan around 2030. 

In addition, market concentration of 
individual stocks in the MSCI EM Index, on the 
rise since the 2010s in most equity markets, 
accelerated markedly during the recent 
pandemic. For example, the largest five issuers 

in the MSCI Emerging Markets and MSCI 
World Indexes reached a collective weight 
of 19.1% and 13.2%, as at March 31, 2023³, 
respectively, significantly above the previous 
peaks, during the dot-com bubble.

Investment Opportunity

Today’s emerging market universe has 
become dominated by a small number of 
large markets, with the largest 6 countries 
accounting for more than 81% of the MSCI 
Emerging Markets Index.

Two investment based trends born out of 

the above changing EM landscape have 
conspired to present an active opportunity 
in the universe of countries outside of the 
six largest Emerging Markets. 

With the relative underperformance of EM 
vs DM since 2014, investment teams have 
gotten smaller as market concentration has 
risen. We believe specialist global emerging 
market investors need to focus on these 
largest six markets in order to have a chance 
of generating performance. This is inevitably 
leading to a reduction in focus on the other 
22 markets that make up just 19% of the 
MSCI Emerging Markets Index. 

3 MSCI, 31 mar 2023.

Figure 2

Looking beyond the MSCI GEMs benchmark

Source: Fiera Capital and Bloomberg, 31 March 2023 (Investible Market Capitalization of Shares in Index). All numbers presented in US dollars.
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MIFID II pressures have multiplied this 
effect by reducing the focus on companies 
in these smaller emerging markets from the 
global investment banks representing the 
sell-side. As research budgets have been 
cut, the reduction in analysis has fallen on 
smaller countries and smaller companies. 
The magnitude of the variations on sell-side 
focus can be seen in Figure 3. 

Combining these smaller emerging and 
frontier markets together, they are 
home to over 19,000 listed stocks and 
USD 1.3 trillion of market capitalization in 
their indices. The alpha generating potential 
from inefficient stock pricing in frontier 
and emerging markets has been well 
demonstrated by our investment team over 

the last 12 years. Over the last few years, 
many of these 22 smaller emerging markets 
have begun to exhibit characteristics that 
meet our definition of frontier markets, 
namely markets and stocks that are “under 
researched and under owned.”

Fiera OAKS Emerging Markets Select 
Strategy looks beyond these 6 major 
markets to the smaller countries in the MSCI 
Emerging Markets universe, as well as all 
frontier markets where we believe, due to the 
factors above, a significant alpha generating 
opportunity continues to exist and is growing. 

We pursue a very active strategy, with a 
strong focus on bottom up investing and 
top down analysis providing a negative 

country screen. The Strategy is benchmark 
agnostic with a focus on domestic growth 
opportunities in economies that are growing 
strongly due to reform processes enacted by 
the local administrations.

Due to the many different interested parties 
involved and implicated by the construction 
and changing nature of indices amongst the 
main index providers, it is difficult to predict 
the future path with high conviction.

Dominic  
Bokor-Ingram 
Senior Portfolio  
Manager, Emerging  
and Frontier Markets

Figure 3

Market inefficiencies: analyst numbers by stock

Number of analysts recommendations on stocks per country. Source: Fiera Capital, Bloomberg 30 Dec 2020.  
This information is presented as supplemental to the GIPS compliant presentation included at the end of this document.
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fiera.com

Fiera Capital Corporation (“Fiera Capital”) is a global independent asset management 
firm that delivers customized multi-asset solutions across traditional and alternative 
asset classes to institutional, retail and private wealth clients across North America, 
Europe and key markets in Asia. Fiera Capital trades under the ticker FSZ on the Toronto 
Stock Exchange. Each affiliated entity (each an “Affiliate”) of Fiera Capital only provides 
investment advisory or investment management services or offers investment funds 
in the jurisdictions where the Affiliate and/or the relevant product is registered or 
authorized to provide services pursuant to an exemption from registration. 

This document is strictly confidential and for discussion purposes only. Its contents 
must not be disclosed or redistributed directly or indirectly, to any party other than 
the person to whom it has been delivered and that person’s professional advisers. 

The information presented in this document, in whole or in part, is not investment, 
tax, legal or other advice, nor does it consider the investment objectives or financial 
circumstances of any investor. 

Fiera Capital and its Affiliates reasonably believe that this document contains accurate 
information as at the date of publication; however, no representation is made that the 
information is accurate or complete and it may not be relied upon. Fiera Capital and 
its Affiliates will accept no liability arising from the use of this document. 

Fiera Capital and its Affiliates do not make recommendations to buy or sell securities 
or investments in marketing materials. Dealing and/or advising services are only 
offered to qualified investors pursuant to applicable securities laws in each jurisdiction. 

Past performance of any fund, strategy or investment is not an indication or 
guarantee of future results. Performance information assumes the reinvestment 
of all investment income and distributions and does not account for any fees or 
income taxes paid by the investor. All investments have the potential for loss. 

This document may contain “forward-looking statements” which reflect the 
current expectations of Fiera Capital and/or its Affiliates. These statements reflect 
current beliefs, expectations and assumptions with respect to future events and are 
based on information currently available. Although based upon what Fiera Capital 
and its affiliates believe to be reasonable assumptions, there is no guarantee that 
actual results, performance, or achievements will be consistent with these forward-
looking statements. There is no obligation for Fiera Capital and/or its Affiliates 
to update or alter any forward-looking statements, whether as a result of new 
information, future events or otherwise.

Strategy data such as ratios and other measures which may be presented herein are for 
reference only and may be used by prospective investors to evaluate and compare the 
strategy. Other metrics are available and should be considered prior to investment as 
those provided herein are the subjective choice of the manager. The weighting of such 
subjective factors in a different manner would likely lead to different conclusions. 

Strategy details, including holdings and exposure data, as well as other 
characteristics, are as of the date noted and subject to change. Specific holdings 
identified are not representative of all holdings and it should not be assumed that 
the holdings identified were or will be profitable. 

Certain fund or strategy performance and characteristics may be compared with those 
of well-known and widely recognized indices. Holdings may differ significantly from the 
securities that comprise the representative index. It is not possible to invest directly in an 
index. Investors pursuing a strategy like an index may experience higher or lower returns 
and will bear the cost of fees and expenses that will reduce returns, whereas an index 
does not. Generally, an index that is used to compare performance of a fund or strategy, 
as applicable, is the closest aligned regarding composition, volatility, or other factors. 

Every investment is subject to various risks and such risks should be carefully 
considered by prospective investors before they make any investment decision. 
No investment strategy or risk management technique can guarantee returns or 
eliminate risk in every market environment. Each investor should read all related 
constating documents and/or consult their own advisors as to legal, tax, accounting, 
regulatory, and related matters prior to making an investment. 

United Kingdom: This document is issued by Fiera Capital (UK) Limited, an affiliate 
of Fiera Capital Corporation, which is authorized and regulated by the Financial 
Conduct Authority. Fiera Capital (UK) Limited is registered with the US Securities 
and Exchange Commission (“SEC”) as investment adviser. Registration with the SEC 
does not imply a certain level of skill or training. 

United Kingdom – Fiera Real Estate UK: This document is issued by Fiera Real 
Estate Investors UK Limited, an affiliate of Fiera Capital Corporation, which is 
authorized and regulated by the Financial Conduct Authority. 

European Economic Area (EEA): This document is issued by Fiera 
Capital (Germany) GmbH (“Fiera Germany”), an affiliate of Fiera Capital 
Corporation, which is authorized and regulated by the Bundesanstalt für 
Finanzdienstleistungsaufsicht (BaFin). 

United States: This document is issued by Fiera Capital Inc. (“Fiera U.S.A.”), an 
affiliate of Fiera Capital Corporation. Fiera U.S.A. is an investment adviser based in 
New York City registered with the Securities and Exchange Commission (“SEC”). 
Registration with the SEC does not imply a certain level of skill or training. 

United States - Fiera Infrastructure: This document is issued by Fiera Infrastructure 
Inc. (“Fiera Infrastructure”), an affiliate of Fiera Capital Corporation. Fiera 
Infrastructure is registered as an exempt reporting adviser with the Securities and 
Exchange Commission (“SEC”). Registration with the SEC does not imply a certain 
level of skill or training.

Canada

Fiera Real Estate Investments Limited (“Fiera Real Estate”), a wholly owned 
subsidiary of Fiera Capital Corporation is an investment manager of real estate 
through a range of investments funds. 

Fiera Infrastructure Inc. (“Fiera Infra”), a subsidiary of Fiera Capital Corporation 
is a leading global mid-market direct infrastructure investor operating across all 
subsectors of the infrastructure asset class. 

Fiera Comox Partners Inc. (“Fiera Comox”), a subsidiary of Fiera Capital 
Corporation is a global investment manager that manages private alternative 
strategies in Private Credit, Agriculture and Private Equity. 

Fiera Private Debt Inc. (“Fiera Private Debt”), a subsidiary of Fiera Capital 
Corporation provides innovative investment solutions to a wide range of investors 
through two distinct private debt strategies: corporate debt and infrastructure debt. 

Please find an overview of registrations of Fiera Capital Corporation and certain of 
its subsidiaries by following this link https://www.fieracapital.com/en/registrations-
and-exemptions.

Equity risk: The risk that the value of stock may decline for issuer-related or other 
reasons. Market risk: The risk that the market value of a security may move up 
or down, sometimes rapidly and unpredictably, based upon a change in market or 
economic conditions. Liquidity risk: The risk that the strategy may be unable to find 
a buyer for its investments when it seeks to sell them. General risk: Any investment 
that has the possibility for profits also has the possibility of losses, including loss of 
principal. Equity risk: Equities can lose value rapidly for a variety of reasons and can 
remain at low prices indefinitely. ESG and sustainability risk: ESG and Sustainability 
risk may result in a material negative impact on the value of an investment and 
performance of the portfolio. Geographic concentration risk: Geographic 
concentration risk may result in performance being more strongly affected by any 
social, political, economic, environmental or market conditions affecting those 
countries or regions in which the portfolio’s assets are concentrated. Investment 
portfolio risk: Investing in portfolios involves certain risks an investor would not face 
if investing in markets directly. Operational risk: Operational risk may cause losses 
as a result of incidents caused by people, systems, and/or processes.

FIERA CAPITAL   |   EVOLVING COUNTRY CONCENTRATION IN EMERGING MARKET INDICES	 5

https://www.fieracapital.com/en/registrations-and-exemptions
https://www.fieracapital.com/en/registrations-and-exemptions

