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Three Themes in Emerging Markets
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We believe it can be dangerous to be overly reliant on thematics when positioning portfolios. Yet as growth
investors, we are always looking for companies that are tied to supportive long-term structural drivers.
Identifying these drivers is an important step toward pinpointing the undervalued companies with superior quality
and growth characteristics—and we see a number of these investable themes today in emerging markets.
Theme 1: Technology
One investable theme in emerging markets is technology. E-commerce, 5G telecom, online education, distributed
computing, and telemedicine have long outperformed more traditional, “old economy” industries, regardless of
valuation differentials favoring the latter.
In our view, the competitive positions of companies in these sectors are strengthening amid the downturn as
pandemic-related stay-at-home measures have accelerated the move to a digital society. What had been a gradual
20-year shift to online life quickly gained speed, with healthcare, shopping, education, and work going digital
almost overnight.
We believe technology will likely lead the way out of this downturn.
We find many of these technology-related opportunities in Asia, including China.
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The Chinese government’s efforts to accelerate the cloud and 5G domestically are contributing to this as the
government rolls out stimulus measures with a dual purpose: to stimulate the economy and make China hypercompetitive from a 5G perspective. A desire in China to have more local technology software and hardware
suppliers is also supportive of this trend, as is a growing and broader set of technology customers within China.
At the same time that we are embracing technology, we are being diligent in reassessing cyclically oriented
companies within our quality growth universe that have been heavily penalized this year. These include travelrelated companies as well as selected financials. We have cut financials back in our portfolios, as they face the
headwinds of record low interest rates and potential credit-quality issues.
Theme 2: Healthcare
A second investable theme we are positive on is healthcare. We see opportunities across the healthcare
spectrum—from healthcare services to healthcare equipment—as spending there is only poised to grow, in our
view.
Healthcare remains a largely underdeveloped industry in many emerging markets. Healthcare expenditures in
China, for example, are among the lowest in the world per capita and as a percentage of gross domestic product
(GDP). Yet the prevalence of chronic disease in China has risen significantly over the last two decades, setting the
local healthcare industry up for consumer-driven growth.
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In addition, the COVID-19 pandemic is likely to increase demand for quality healthcare. And the health-related
nature of the current crisis should spur investments in healthcare as well, especially in the pharmaceutical
industry.
Theme 3: China
While controversial right now for a number of reasons, we cannot ignore that China’s performance this year has
been impressively resilient. This has been supported by China’s containing of the virus, sizable Chinese
government stimulus measures aimed at offsetting the detrimental effects of COVID-19, and the gradual reopening
of the local economy.
We expect China to announce more easing efforts, further supporting the local economy and market. The
domestic economy continues to recover, with China the first country to come out of the crisis, and some of its
sectors still poised to rebound.
The COVID-19 crisis has also helped accelerate China’s shift toward consumption-led growth from investment- and
export-led growth, with recent government stimulus mostly targeted at boosting domestic consumption.
Geopolitical tensions with the United States are supporting the shift as well, spurring China to become more
reliant on its domestic economy and less reliant on trade.
We see this structural shift persisting, leading to ongoing improvement in the quality, consistency, and
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sustainability of China’s economic growth.
Selectivity Is Key
Our focus in emerging markets amid the downturn is on quality companies that are tied to structurally advantaged
themes such as these—and also are attractively valued.
We expect those with strong balance sheets and cash reserves to invest will be able to strengthen their
competitiveness in this environment and come out ahead.
We have been increasing our exposure to these themes in the current market environment, adding allocations to
related companies where we now find intrinsic value to be attractive.
Todd McClone, CFA, partner, is a portfolio manager on William Blair’s Global Equity team.
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Disclosure:
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after
careful consideration of an investor’s objectives, guidelines, and restrictions.
Information and opinions expressed are those of the authors and may not reflect the opinions of other investment
teams within William Blair Investment Management, LLC, or affiliates. Factual information has been taken from
sources we believe to be reliable, but its accuracy, completeness or interpretation cannot be guaranteed.
Information is current as of the date appearing in this material only and subject to change without notice.
Statements concerning financial market trends are based on current market conditions, which will fluctuate. This
material may include estimates, outlooks, projections, and other forward-looking statements. Due to a variety of
factors, actual events may differ significantly from those presented.
Investing involves risks, including the possible loss of principal. Equity securities may decline in value due to both
real and perceived general market, economic, and industry conditions. The securities of smaller companies may
be more volatile and less liquid than securities of larger companies. Investing in foreign denominated and/or
domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks.
These risks may be enhanced in emerging markets. Different investment styles may shift in and out of favor
depending on market conditions. Individual securities may not perform as expected or a strategy used by the
Adviser may fail to produce its intended result.
Investing in the bond market is subject to certain risks including market, interest rate, issuer, credit, and inflation
risk. Rising interest rates generally cause bond prices to fall. High-yield, lower-rated, securities involve greater risk
than higher-rated securities. Sovereign debt securities are subject to the risk that an entity may delay or refuse to
pay interest or principal on its sovereign debt because of cash flow problems, insufficient foreign reserves, or
political or other considerations. Derivatives may involve certain risks such as counterparty, liquidity, interest rate,
market, credit, management, and the risk that a position could not be closed when most advantageous. Currency
transactions are affected by fluctuations in exchange rates; currency exchange rates may fluctuate significantly
over short periods of time. Diversification does not ensure against loss.
There can be no assurance that investment objectives will be met. Any investment or strategy mentioned herein
may not be appropriate for every investor. References to specific companies are for illustrative purposes only and
should not be construed as investment advice or a recommendation to buy or sell any security. Past performance
is not indicative of future returns.
Copyright © 2020 William Blair & Company, L.L.C. "William Blair” is a registered trademark of William Blair &
Company, L.L.C. No part of this material may be reproduced in any form, or referred to in any other publication,
without express written consent.

