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The Impact of Russian Aggression on EM Equities 

 
Adding to EM exposure just now may well be on the reckless side of heroic for many investors, but the 
following factors I think are useful to bear in mind as and when some of the dust and debris start to 
settle: 
 

(a) Inflationary expectations (which prompted the stampede from growth stocks to their value 
counterparts) are still alive and well.  And why not with oil popping?  Some believe it has further to 
go.  I was reminded by one investor old enough to remember, that it doubled when Saddam 
Hussain invaded Kuwait.  It’s difficult to conjecture about what impact the various measures being 
taken to plug the gap left by ostracized Russian energy will have.  But there is a reasonable 
argument that high oil prices can be deflationary – when we have to spend more on fuel we tend to 
spend less on other stuff.  Is that what easing US bond yields post the invasion of Ukraine are 
telling us? Perhaps too soon to tell; 

 
(b) Remember that the whole issue of inflation that has so captivated investors in the developed 
world is not an issue in China where rates have actually been lowered marginally; 
 
(c) Moving from the macro to the micro, our conversations with our Chinese companies in the last 
3-6 months can be summed up as “business as usual” and although Q4 results are not yet out, we 
do not expect any negative surprises; consumer confidence may have declined but an increasing 
savings rate reflects future potential; 
 
(d) Nearly all of our Chinese growth stocks that were under the hose in January did not test new 
lows last week on news of the invasion (we witnessed a similar trend in our European strategy).  
Does this mean that the shift from growth to value is running out of steam?  Who knows, but 
several of these stocks are showing strong resilience in the face of the Russian invasion. This is an 
encouraging sign; 
 
(e) The Q4 results from all our Indian companies are now in and have been generally good; 
 
(f) India’s dependence on imported oil is obviously a negative but there are companies which have 
sufficiently strong franchise to pass on extra input costs to their customers. 
 
(g) Although sentiment remains febrile, EM consumer stock valuations remain very attractive 
should you be looking to reposition your EM exposure. 

 
Sanctions, dismissed last week as “too little, too late” are multiplying.  The international community 
appears to be acting in concert, the likes of which we haven’t seen for some time. Although Mr Putin 
may not care about these, he may be surprised and not in a good way. 
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Further Reading 

If you would like to read further articles, please select the following link - Aubrey Research 

 

Global Emerging Markets Factsheet 

If you would like to receive our monthly Global Emerging Markets Manager Report by email, you can 
sign up here - Sign up to Aubrey GEM Monthly Report 

 

 

 

 

 

This document has been issued by Aubrey Capital Management Limited which is authorised and 
regulated in the UK by the Financial Conduct Authority and is registered as an Investment Adviser with 
the US Securities & Exchange Commission. You should be aware that the regulatory regime applicable 
in the UK may well be different in your home jurisdiction. This document has been prepared solely for 
the intended recipient for information purposes and is not a solicitation, or an offer to buy or sell any 
security. The information on which the document is based has been obtained from sources that we 
believe to be reliable, and in good faith, but we have not independently verified such information and 
no representation or warranty, express or implied, is made as to their accuracy. All expressions of 
opinion are subject to change without notice. Any comments expressed in this presentation should not 
be taken as a recommendation or advice. Please note that the prices of shares and the income from them 
can fall as well as rise and you may not get back the amount originally invested. This can be as a result of 
market movements and of variations in the exchange rates between currencies. Past performance is not 
a guide to future returns and may not be repeated. Aubrey Capital Management Limited accepts no 
liability or responsibility whatsoever for any consequential loss of any kind arising out of the use of this 
document or any part of its contents. This document does not in any way constitute investment advice 
or an offer or invitation to deal in securities. Recipients should always seek the advice of a qualified 
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