For professional investors and advisors only

@ redwheel

Emerging and frontier markets outlook 2026:
Super cycle redux

John Malloy, Co-head, Emerging and Frontier Markets
James Johnstone, Co-head, Emerging and Frontier Markets
Nick Smithie, Head of Thematic Research, Emerging and Frontier Markets

January 2026

2025 marked the first year that emerging markets outperformed the US since 2017. Long-term believers in non-US markets
hope this will mark a new period of outperformance to match the near decade-long streak in the first decade of the
millennium, when emerging markets (EM) outperformed every year except for 2008, the year of the Global Financial Crisis.

In the 2000s, EM performance was fuelled by higher commodities’ prices and a lower US dollar. Today, similar conditions
prevail, reinforced by falling rates, compelling valuations, reform momentum and shifting capital flows.

MSCI 2025 3 Years 5 Years 10 Years
ACWI ex-US 32.4% 17.3% 7.9% 8.4%
EM 33.6% 16.3% 4.2% 8.4%
us 17.3% 22.7% 13.4% 14.2%

Source: Bloomberg 31 December 2025. Past performance is not a guide to the future.

Currencies and valuations are a tailwind for international markets

Global equities all traded at similar price-to-book valuation multiples in the late 2000s, but from 2010 onwards, US valuations
began to expand and now exceed 5 times book value, a level not seen since the peak of the technology-driven bull market
in the late 1990s.
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Source: Bloomberg, Redwheel 31 December 2025. Past performance is not a guide to the future.

While US equities depend upon earnings growth and maintaining premium valuations, international equities have strong
return potential from a re-rating of valuations to close the gap with the US, and currency appreciation against the US dollar.
Markets outside the US began to narrow the valuation gap in 2025.



Chart 2: 2025 Decomposition of Returns (%)
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Source: Bloomberg, Redwheel 31 December 2025. Past performance is not a guide to the future.

As valuations have expanded, corporate earnings must now grow to sustain higher multiples. Earnings outside the US,
although more volatile, are improving and match the growth rate of the US market through 2026.

Chart 3: EPS growth (%)
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Source: Bloomberg 31 December 2025. 2026 is a Bloomberg estimation. Forecasts and estimates are based upon subjective
assumptions. Past performance is not a guide to the future.

What could push international markets higher in 2026?

We believe that interest rates will be the most important economic driver of global equity performance in 2026, and the US
Federal Reserve sets the pace. The easing cycle that began in late 2024 resumed in late 2025 and is expected to continue in
2026. Fed funds futures indicate that the Federal Reserve will cut the policy rate twice more in 2026, reaching a level of 3.00%
- 3.25% by year end.



Chart 4: Fed funds futures (implied yield)
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Source: Bloomberg 31 December 2025. The prices of fed funds futures contracts reflect the collective expectations and consensus
of market participants regarding future actions by the Federal Open Market Committee (FOMC) on interest rates. The information
shown above is for illustrative purposes.

Looser US monetary policy will also permit EM central banks to lower interest rates, which are currently very tight given how
rapidly inflation has decreased. Less restrictive monetary policy not only boosts growth but also helps equity valuations to

continue their upwards re-rating.

Chart 5: EM policy rates v. inflation (%)
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Source: HSBC, Redwheel 31 December 2025. The information shown above is for illustrative purposes.

The same factors that pushed the US dollar lower in 2025 should still be present in 2026. The main cause of dollar weakness
has been larger US fiscal deficits and government indebtedness without a plan for fiscal consolidation, which caused Moody's
to downgrade the US credit rating in 2025, following Fitch in 2023 and S&P in 2011. Markets have also shown concern over
erratic US economic and trade policy, as well as the potential to weaken the independence of key institutions such as the
Federal Reserve that have been viewed as guardians of American financial stability. International currencies have started to
strengthen, but the US dollar still looks expensive in real terms.



Chart 6: US dollar looks expensive to the median real exchange rate
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Source: IMF, Bloomberg, Redwheel 30 November 2025. Past performance is not a guide to the future.

Precious and base metals have also been part of the dollar debasement trend and higher prices have benefited countries
such as South Africal and sectors such as materials. Although gold might have captured most of the headlines, platinum and
silver have performed even more strongly. Other industrial metals including copper and aluminium should also benefit from
growing demand for renewable energy and data centres, as well as demand from the defence industry? as NATO members
increase their military spending.

Chart 7: 2025 Precious metal performance (normalized to 100)
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Source: Bloomberg 31 December 2025. Past performance is not a guide to the future.

Although gold and precious metals have surged in 2025, their price performance is not unique by historical standards. From
the termination of convertibility of the USD into gold in August 1971 at $41 per ounce to the peak of $850 in January 1980,
gold rose 20-fold over 8 % years, a return of over 40% per annum. Similarly, gold climbed nearly 8 times from its 1999 low
of $253 per ounce in the ‘dot.com’ boom to the cycle high of $1,900 in 2011, a compound annual return of about 20%.

" See ‘Harnessing reform as a catalyst for growth: South Korea and South Africa’, Redwheel, August 2025
2 See ‘Europe’s defence resurgence: Mapping the opportunities’, Redwheel, October 2025



https://www.redwheel.com/uk/en/institutional/insights/harnessing-reform-as-a-catalyst-for-growth-south-korea-and-south-africa-2/
https://www.redwheel.com/uk/en/institutional/insights/europes-defence-resurgence/

Therefore, the annualized increase of 45% since the start of 2024 is not extraordinary by historical standards and could keep
going for several years, albeit at a less dramatic rate.

Chart 8: Price of gold (log scale, USD, monthly close)
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Source: Bloomberg 31 December 2025. Past performance is not a guide to the future.

Idiosyncratic opportunities abound

International markets are not a homogenous asset class, and there are many investment opportunities that arise
independently of global themes, especially around reform and restructuring. The intention of economic reform is to lower
the cost of capital, improve the return, attract investment, boost growth and raise equity valuations.

Country Reform 12- EPS Growth ‘26e ROEe

Month

Forward

P/E (x)
China Anti-involution3 12.1 12.1% 11.1%
Greece Balanced budget 8.8 25.1% 13.8%
Korea Value-up 9.5 69.4% 15.3%
Vietnam FTSE inclusion 16.5 49.3% 13.5%
MSCI EM - 13.3 22.5% 14.2%

Source: Bloomberg, Redwheel 7 January 2026. Consensus estimates. Forecasts and estimates are based upon subjective
assumptions. Past performance is not a guide to the future.

When reform and restructuring programmes work, they often lead to strong returns.

3 See ‘Ending the race to the bottom: China’s anti-involution reforms explained’, Redwheel, November 2025



https://www.redwheel.com/uk/en/institutional/insights/ending-the-race-to-the-bottomchinas-anti-involution-reforms-explained/

Chart 9: Reform & restructuring: Return by country (normalized to 100)
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Source: Bloomberg 31 December 2025. Past performance is not a guide to the future.

This theme has also produced strong returns in frontier markets, where Kenya, Nigeria, Pakistan and Sri Lanka have all
pursued economic orthodoxy after crises, and the MSCI Frontier Markets Index hit new highs throughout the second half of
2025.

Chart 10: MSCI Frontier Markets Index
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Source: Bloomberg 31 December 2025. Past performance is not a guide to the future.

Investors are increasing exposure to emerging markets at the expense of the US

We estimate that investors committed approximately $45bn to passive ETFs in 2025, but have raised their allocations to
emerging markets very slightly.



Chart 11: Active weight by region
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Source: HSBC, Redwheel 30 November 2025. The information shown above is for illustrative purposes.

The trend of allocating away from US equities is likely to continue, not only because of its high valuation but also because of
its over-representation in global equity indices.

The correction of the imbalances in equity indices, in favour of emerging and international markets at the expense of the
US, is a long-term structural feature that is likely to be corrected gradually.

Chart 12: Top 5 MSCI ACWI Index country weights (%)
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Source: Bloomberg, Redwheel 31 December 2025. The information shown above is for illustrative purposes.



Chart 13: Top 10 countries by global GDP contribution (%)
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Source: IMF WEQ, Redwheel October 2025. The information shown above is for illustrative purposes.

The next chapter

The conditions that powered the last emerging market super cycle - cheaper currencies, firmer commodities and a relative
growth advantage - are re-emerging. We expect long-term allocators to look increasingly beyond the US towards markets
that offer diversification, lower valuations and increased exposure to manufacturing industries underpinned by structural
growth tailwinds. In our view, 2026 could prove to be the next chapter in a longer cycle of international equity leadership.

Key Information

No investment strategy or risk management technique can guarantee returns or eliminate risks in any market environment.
Past performance is not a guide to the future. The prices of investments and income from them may fall as well as rise and
investors may not get back the full amount invested. Forecasts and estimates are based upon subjective assumptions about
circumstances and events that may not yet have taken place and may never do so. The statements and opinions expressed
in this article are those of the author as of the date of publication, and do not necessarily represent the view of Redwheel.
This article does not constitute investment advice and the information shown is for illustrative purposes only.
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Please contact us if you have any questions or would like to discuss any of our strategies.
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Disclaimer

Redwheel ® and Ecofin ® are registered trademarks of RWC Partners Limited ("RWC"). The term “Redwheel” may include any
one or more Redwheel branded regulated entities including, RWC Asset Management LLP which is authorised and regulated
by the UK Financial Conduct Authority and the US Securities and Exchange Commission (“SEC"); RWC Asset Advisors (US)
LLC, which is registered with the SEC; RWC Singapore (Pte) Limited, which is licensed as a Licensed Fund Management
Company by the Monetary Authority of Singapore; Redwheel Australia Pty Ltd is an Australian Financial Services Licensee with
the Australian Securities and Investment Commission; and Redwheel Europe Fondsmeaeglerselskab A/S ("Redwheel Europe”)
which is regulated by the Danish Financial Supervisory Authority.

Redwheel may act as investment manager or adviser, or otherwise provide services, to more than one product pursuing a
similar investment strategy or focus to the product detailed in this document. Redwheel and RWC (together "Redwheel
Group”) seeks to minimise any conflicts of interest, and endeavours to act at all times in accordance with its legal and
regulatory obligations as well as its own policies and codes of conduct.

This document is directed only at professional, institutional, wholesale or qualified investors. The services provided by
Redwheel are available only to such persons. It is not intended for distribution to and should not be relied on by any person
who would qualify as a retail or individual investor in any jurisdiction or for distribution to, or use by, any person or entity in
any jurisdiction where such distribution or use would be contrary to local law or regulation.

This document has been prepared for general information purposes only and has not been delivered for registration in any
jurisdiction nor has its content been reviewed or approved by any regulatory authority in any jurisdiction.

The information contained herein does not constitute: (i) a binding legal agreement; (ii) legal, regulatory, tax, accounting or
other advice; (iii) an offer, recommendation or solicitation to buy or sell shares in any fund, security, commodity, financial
instrument or derivative linked to, or otherwise included in a portfolio managed or advised by Redwheel; or (iv) an offer to
enter into any other transaction whatsoever (each a “Transaction”). Redwheel Group bears no responsibility for your
investment research and/or investment decisions and you should consult your own lawyer, accountant, tax adviser or other
professional adviser before entering into any Transaction. No representations and/or warranties are made that the
information contained herein is either up to date and/or accurate and is not intended to be used or relied upon by any
counterparty, investor or any other third party.

Redwheel Group uses information from third party vendors, such as statistical and other data, that it believes to be reliable.
However, the accuracy of this data, which may be used to calculate results or otherwise compile data that finds its way over
time into Redwheel Group research data stored on its systems, is not guaranteed. If such information is not accurate, some
of the conclusions reached or statements made may be adversely affected. Any opinion expressed herein, which may be
subjective in nature, may not be shared by all directors, officers, employees, or representatives of Redwheel Group and may
be subject to change without notice. Redwheel Group is not liable for any decisions made or actions or inactions taken by
you or others based on the contents of this document and neither Redwheel Group nor any of its directors, officers,
employees, or representatives (including affiliates) accepts any liability whatsoever for any errors and/or omissions or for any
direct, indirect, special, incidental, or consequential loss, damages, or expenses of any kind howsoever arising from the use
of, or reliance on, any information contained herein.

Information contained in this document should not be viewed as indicative of future results. Past performance of any
Transaction is not indicative of future results. The value of investments can go down as well as up. Certain assumptions and
forward looking statements may have been made either for modelling purposes, to simplify the presentation and/or
calculation of any projections or estimates contained herein and Redwheel Group does not represent that that any such
assumptions or statements will reflect actual future events or that all assumptions have been considered or stated. There can
be no assurance that estimated returns or projections will be realised or that actual returns or performance results will not
materially differ from those estimated herein. Some of the information contained in this document may be aggregated data
of Transactions executed by Redwheel that has been compiled so as not to identify the underlying Transactions of any
particular customer.

No representations or warranties of any kind are intended or should be inferred with respect to the economic return from,
or the tax consequences of, an investment in a Redwheel-managed fund.

This document expresses no views as to the suitability or appropriateness of the fund or any other investments described



herein to the individual circumstances of any recipient.

The information transmitted is intended only for the person or entity to which it has been given and may contain confidential
and/or privileged material. In accepting receipt of the information transmitted you agree that you and/or your affiliates,
partners, directors, officers and employees, as applicable, will keep all information strictly confidential. Any review,
retransmission, dissemination or other use of, or taking of any action in reliance upon, this information is prohibited. Any
distribution or reproduction of this document is not authorised and is prohibited without the express written consent of
Redwheel Group.

The risks of investment are detailed in the Prospectus and should be considered in conjunction with your investment adviser.
Please refer to the Prospectus, Key Investor Information Document (UCITS KIID), Key Information Document (PRIIPS KID),
Summary of Investor Rights and other legal documents as well as annual and semi-annual reports before making investment
decisions; these documents are available free of charge from RWC or on RWC's website: https://www.redwheel.com/ and
available in local languages where required. RWC as the global distributor has the right to terminate the arrangements made
for marketing Redwheel Funds in certain jurisdictions and to certain investors. Redwheel Europe is the sub-distributor of
shares in Redwheel Funds in the European Economic Area ("EEA") and is regulated by the Danish Financial Supervisory
Authority. This document is not a solicitation or an offer to buy or sell any fund or other investment and is issued in the UK
by RWC and in the EEA by RW Europe. This document does not constitute investment, legal or tax advice and expresses no
views as to the suitability or appropriateness of any investment and is provided for information purposes only. The views
expressed in the commentary are those of the investment team.

Funds managed by Redwheel are not, and will not be, registered under the Securities Act of 1933 (the "Securities Act”) and
are not available for purchase by US persons (as defined in Regulation S under the Securities Act) except to persons who are
“qualified purchasers” (as defined in the Investment Company Act of 1940) and "accredited investors” (as defined in Rule
501(a) under the Securities Act).

This document does not constitute an offer to sell, purchase, subscribe for or otherwise invest in units or shares of any fund
managed by Redwheel. Any offering is made only pursuant to the relevant offering document and the relevant subscription
application. Prospective investors should review the offering memorandum in its entirety, including the risk factors in the
offering memorandum, before making a decision to invest.

Information Required for Offering in Switzerland of Foreign Collective Investment Schemes to Qualified Investors within the
meaning of Article 10 CISA.

This is an advertising document.

The representative and paying agent of the Redwheel-managed funds in Switzerland (the "Representative in Switzerland”)
FIRST INDEPENDENT FUND SERVICES LTD, Feldeggstrasse 12, CH-8008 Zurich. Swiss Paying Agent: Helvetische Bank AG,
Seefeldstrasse 215, CH-8008 Zurich. In respect of the units of the Redwheel-managed funds offered in Switzerland, the place
of performance is at the registered office of the Swiss Representative. The place of jurisdiction is at the registered office of
the Swiss Representative or at the registered office or place of residence of the investor.



