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FEELING EM-BOLDENED

Market capitalization-weighted emerging markets (EM) 
equity indices are extremely concentrated on a country 
allocation basis. The top 5 nations in MSCI EM (China, 
India, Taiwan, South Korea and Brazil) currently represent 
a combined allocation of nearly 80% of the index. Per the 
chart to the right, this figure has climbed about 15% over 
the past decade. This presents an inherent challenge for 
EM investing, and we are big proponents of (selective) 
diversification to smaller-weighted nations. That said, it 
is critical to assess the outlook for the top 5, as their heft 
means they have an outsized impact on EM equity returns 
and general sentiment towards the asset class. Despite 4 
of the 5 being situated in Asia, the nations have markedly 
different economic drivers and risk factors; each requiring 
their own distinct analyses.  

We were emboldened by the surprise removal of Chinese 
lockdown measures in late-2022 and expected the 
massive accumulation of household savings to enable 
a consumer driven-spending boom. Despite an initial 
surge, the economic data began to fizzle out after the first 
quarter of 2023. With the benefit of hindsight, we now 
know that business and consumer confidence suffered 
immense damage from the combined impact of the 
property sector turmoil and severe lockdown measures. 
After a very challenging 2023, Chinese economic data has 
recently begun to beat expectations. Chinese equities 
have considerable upside potential from current levels, 
but repairing depressed investor sentiment will not be a 
straightforward task.

Early last year, Forstrong’s investment team worried 
that optimism towards India being a prime beneficiary 
of supply chain diversification out of China had become 
overblown, and valuation multiples had reached 
extremes…even by India’s lofty standards! However, 
foreign investors continued to pile into Indian equities 
and propelled the rally further. Looking forward, we have 

become more constructive on India as a long-awaited 
credit cycle appears to be developing and the business-
friendly incumbent Prime Minister Modi looks set to win 
another term this year. 

Our view on Taiwan and South Korea last year was 
influenced by the bottoming semiconductor replacement 
cycle (chips and broader technology hardware exports 
have a major influence on Taiwanese and Korean 
earnings), which despite many investors’ and businesses’ 
recession fears last year, suggested sales growth should 
accelerate. However, rapid price appreciation driven 
by surging artificial intelligence demand expectations 
caused valuation multiples to rise sharply; decreasing 
their attractiveness. Nonetheless, we expect Taiwanese 
and South Korean equities to enjoy continued earnings 
momentum in 2024, based on the typical duration of past 
semiconductor cycles and firming global growth. 

Our constructive view on Brazil continues to be multi-
faceted. The domestic stock market tends to be quite 
interest rate-sensitive, and thus the ongoing rate cutting 
cycle from the Banco Central do Brasil should help 
reflate depressed valuation multiples. Additionally, we 
maintain a favourable view towards industrial metal 
exporting nations such as Brazil. Demand for metals 
should be well-supported in years to come by electrical 
grid enhancements and related infrastructure build-outs 
required to support diversified sources of electricity and 
EV consumption globally. 
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In our recent Ask Forstrong: A Broadening Bull Market? 
report we noted that world economic activity is re-
accelerating and risk appetite is returning to financial 
markets; emboldening investors to venture further afield. 
With that constructive backdrop and a generally upbeat 
outlook for the top 5 nations, we expect EM equities to 

thrive. However, diversifying outside of these predominant 
nations helps reduce concentration risk and unlocks 
numerous compelling opportunities.

 

GLOBAL STRATEGY OVERVIEW

CASH
Investors’ rush to cash is diminishing, with surveys 
showing institutional cash levels returning to historical 
norms. However, money market fund assets remain near 
all-time highs, suggesting there is still plenty of “dry 
powder” sitting on the sidelines which can be deployed 
into equities, fixed income and other risk asset classes. 
We remain near fully invested with cash at neutral levels 
in client portfolios.

BONDS
Emerging markets bonds have been incredibly 
resilient through the recent monetary tightening cycle, 
illustrating the vastly improved economic and financial 
policy frameworks implemented since the Asian 
financial crisis nearly 3 decades ago. Despite relatively 
tight spreads versus developed market bonds, EM debt 
should continue to benefit from falling interest rates, 
improving domestic growth conditions and a revival 
in investor interest after 2 years of foreign investor 
outflows. We remain overweight EM debt exposure this 
quarter.

EQUITIES
Market breadth is broadening out alongside bottoming 
global economic momentum after a year of concentrated 
market leadership in the US. As risk appetite continues to 
improve, we expect emboldened investors to deploy cash 
further afield. We remain overweight equity exposure in 
client portfolios. 

OPPORTUNITIES
Sweden has had a tough few years on multiple fronts. 
The housing market has experienced a sharp downturn 
and Germany (Sweden’s top export destination) has 
been in a manufacturing slump, which has weighed on 
the domestic industrial sector. The tide appears to be 
turning, as house prices have formed a bottom, leading 
manufacturing indicators are perking up, and banks 
remain well-capitalized and provisioned, despite the 
recent challenges. We have initiated a Swedish equity 
position in balanced and growth-oriented strategies this 
quarter.

https://forstrong.com/ask-forstrong/a-broadening-bull-market/
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INCEPTION 
DATE 1 MONTH YTD 1 YEAR 3 YEAR 5 YEAR 10 YEARS SINCE 

INCEPTION

BALANCED
Global Income 30/06/08 -0.92% 1.91% 5.67% 2.33% 3.03% 5.36% 6.98%

Global Balanced 30/06/03 -0.89% 3.21% 6.71% 2.35% 4.87% 6.79% 6.84%

Global Growth 30/06/03 -1.15% 4.78% 9.86% 3.65% 6.64% 8.29%  8.05%

Canadian Income 30/06/08 -1.18% 0.56% 3.90% 1.79% 3.09% 4.50% 5.92%

Canadian Balanced 30/06/03 -0.83% 2.47% 5.87% 3.01% 5.25% 6.23% 6.89%

Canadian Growth 30/06/03 -0.97% 3.89% 7.94% 4.04% 6.62% 7.30% 7.86%

GLOBAL EQUITY
Emerging Markets Equity Focus 31/01/19 1.01% 4.85% 5.21% -0.83% 1.59% - 2.55%

Global Ex-North America Equity Focus 31/12/19 -0.67% 4.14% 6.06% 2.13%  -  - 4.54%

ALTERNATIVE INCOME
High Income Opportunities 30/06/22 0.01% 2.41% 7.90%  -  -  - 11.91%

Performance statistics for ETF Managed Portfolios are calculated from documented actual investment strategies as set by Forstrong’s Investment Committee and applied to its portfolios mandates, and are intended to 
provide an approximation of composite results for separately managed accounts. Actual performance of individual separate accounts may vary with average gross “composite” performance statistics presented here due to 
client-specific portfolio differences with respect to size, inflow/outflow history, and inception dates, as well as intra-day market volatilities versus daily closing prices. Performance numbers are net of total ETF expense ratios 
and custody fees, but before withholding taxes, transaction costs and other investment management and advisor fees. Past investment results provide no indication of future performance. Future returns are dependent on 
the general investment environment, the nature of the investment mandate and specific portfolio risks. A rate of return for one year or less is not annualized.

* Performance as of April  30th, 2024

Disclaimers: 
Nothing herein is or shall be deemed to constitute investment, research, tax, financial, or legal advice, nor an opinion or recommendation regarding any 
products, strategies, or any security in particular or the appropriateness of any investment.  Nothing contained in these materials is, or should be construed or 
used as, an offer, a solicitation of an offer, or an invitation to buy or sell any security, investment, fund, or financial product or instrument, or an endorsement, 
recommendation, or sponsorship of any entity or security cited or to adopt any particular investment or portfolio strategy.  This material contains general 
information only and does not have regard to the specific investment objectives, financial situation, risk profile, or the particular needs of any specific person 
who may receive these materials. These materials are not intended for distribution in any jurisdiction where such distribution would be contrary to law.  It is 
your responsibility to inform yourself of, and to observe, all applicable laws and regulations of your relevant jurisdiction. Unless we provide express prior written 
consent, no part of these materials should be reproduced, distributed, or communicated to anyone else. The information herein does not provide a sufficient basis 
for an investment decision and Forstrong Global Asset Management Inc. (“Forstrong”) makes no representation as to the suitability of any investment described 
herein.  Investors should assess as to whether the information is appropriate in their individual circumstances and should consult with their own investment, tax, 
financial, and legal advisors before making any investment decisions. Investors should also carefully consider any risks involved. Forstrong does not hold itself 
out to be an advisor in these circumstances, nor do any of its representatives have the authority to do so. Unless otherwise indicated, all monetary figures are 
expressed in Canadian dollars. Investing involves risk, including possible loss of principal. 

The information contained in these materials is for general informational purposes only and is intended to provide only brief comments on broad market, industry 
or sector trends, or other general economic or market conditions. It is not intended to provide an overview of the terms applicable to any products or funds 
managed or sponsored by Forstrong. Views expressed regarding a particular company, security, industry, investment, or market sector are the views only of that 
individual as of the time expressed and do not necessarily represent the views of Forstrong or any other person in the Forstrong organization.  These materials 
contain information and views as of the date indicated and such information and views are subject to change at any time without notice, based upon market and 
other conditions, and Forstrong disclaims any and all responsibility to update such information and views.  These views are not and may not be relied upon as 
investment advice and, because investment decisions for a Forstrong fund or product are based on numerous factors, are not and should not be relied upon as 
an indication of trading intent on behalf of any Forstrong fund or product.  Any opinion or assumption may contain elements of subjective judgment and are not 
intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by Forstrong of any future action or performance. Neither Forstrong 
nor any of its affiliates, businesses, or representatives make any representation or warranty, express or implied, as to the accuracy, reliability, completeness, 
appropriateness, or sufficiency for any purpose of any information contained herein. Forstrong and its affiliates and related entities disclaim any and all liability 
relating to the information herein, including, without limitation, any express or implied representations or warranties for, statements contained in, and omissions 
from, the information.  Forstrong and its affiliates and related entities are not liable for any errors or omissions in any information herein or for any loss or damage 
suffered, whether direct or consequential, resulting from the use of these materials.

For Advisor Use Only
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The information contained in these materials is strictly for general illustrative, educational, or informational purposes, and is not intended to provide legal, investment, 
accounting, or tax advice, and should not be relied upon in that regard. These materials contain information and views as of the date indicated and such information 
and views are subject to change at any time without notice, based upon market and other conditions, and Forstrong disclaims any and all responsibility to update 
such information and views.  These views are not and may not be relied upon as investment advice.  Any opinion or assumption may contain elements of subjective 
judgment and are not intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by Forstrong of any future action or performance. 
Neither Forstrong nor any of its affiliates, businesses, or representatives make any representation or warranty, express or implied, as to the accuracy, reliability, 
completeness, appropriateness, or sufficiency for any purpose of any information contained herein. Forstrong and its affiliates and related entities disclaim any and 
all liability relating to the information herein, including, without limitation, any express or implied representations or warranties for, statements contained in, and 
omissions from, the information.  Forstrong and its affiliates and related entities are not liable for any errors or omissions in any information herein or for any loss or 
damage suffered, whether direct or consequential, resulting from the use of these materials. 

Any specific companies, issuers, funds, ETFs, or indices mentioned are for illustrative or educational purposes only and are not and shall not be deemed to be a 
recommendation to buy or sell any securities.  Any companies, issuers, funds, or ETFs mentioned do not necessarily represent current or future holdings of any 
Forstrong funds or products. Any strategies discussed are strictly for illustrative and educational purposes and are not a recommendation, offer, or solicitation to buy 
or sell any securities or to adopt any investment strategy. There is no guarantee that any strategies discussed will be effective.

Commissions, fees, and expenses may be associated with investments in Forstrong funds, ETFs, and/or other investment products.  Please read a fund’s offering 
memorandum or ETF’s prospectus, as applicable, which contains detailed information, and speak to an advisor before investing.  Funds and ETFs are not guaranteed, 
their values change frequently, and investors may experience a gain or loss.  Past performance may not be repeated.  

Certain statements in these materials may contain forward-looking statements or forward-looking information that are predictive in nature and may include words 
such as “expects”, “anticipates”, “intends”, “plans”, believes”, “estimates”, and similar forward-looking expressions or negative versions thereof.  Such forward-
looking statements are based on current expectations and projections about future general economic, political, and other relevant market factors, such as interest, 
and assuming no changes to applicable tax or other laws or regulations.  Expectations and projections about future events are inherently subject to, among other 
things, risks and uncertainties, some of which may be unforeseeable and, accordingly, may prove to be incorrect at a future date.  Forward-looking statements are 
not guarantees of future performance, and actual events could differ materially from those expressed or implied in any forward-looking statements.  A number of 
important factors can contribute to these differences, including, but not limited to, general economic, political, and market factors in Canada and internationally, 
interest and foreign exchange rates, global equity and capital markets, business competition, and catastrophic events.  You should avoid placing any undue reliance 
on forward-looking statements.  Past performance is no indicator of future performance and the materials are not intended to forecast or predict future events. 
Forstrong disclaims any and all responsibility to update any forward-looking statements, whether as a result of new information, future events, or otherwise, except as 
specifically required by law. 

The index returns are shown for illustrative or informational purposes only.  Indexes are unmanaged, and index performance does not include the impact of fees, 
commissions, and transaction costs and expenses that would be payable by investors in investment products that seek to track an index.  Such costs would lower 
performance. It is not possible to invest directly in an index.  Past performance does not guarantee future results. Index performance does not represent actual fund 
performance.

These performance statistics represent the results of Forstrong’s hypothetical model performance data for the relevant time period, which are calculated from the 
application of proprietary investment strategies as set by Forstrong’s Investment Committee. These performance statistics do NOT reflect the performance of any 
actual Forstrong fund, product, or account.  Model performance results have inherent risks and limitations because they are hypothetical and do not represent actual 
trading and do not reflect the deduction of any fees or expenses except as specifically noted below.  As a result, the performance results reflected herein are estimates 
only and may be based on incomplete information. Actual performance of any portfolio, fund, or account following similar strategies may vary materially from the 
performance shown herein, including, but not limited to, due to client-specific portfolio differences with respect to size, inflow/outflow history, inception dates, 
market conditions, and/or other factors. Performance numbers do not reflect any trading or transaction costs, taxes, and management and advisor fees that would 
be associated with actual management of and trades made for a fund or account.  Such costs would lower performance, including as a result of compounding.   The 
performance data of the underlying portfolio investments, comprised of third party ETFs, are net of the total expense ratios of such ETFs. The performance returns 
assume reinvestment of all dividends and/or other earnings.  The trading prices for securities in the model may differ from trading prices in actual clients’ portfolios.  
Forstrong may not have been actually able to trade at the price used for a given security in the model portfolio.  Any expenses deducted are estimates only and may 
or may not be the same as those attained in an actual portfolio.  Performance results assume model portfolios to be fully invested in securities, while actual client 
accounts may hold excess cash for liquidity purposes. Therefore, the model may have better results than actual results in rising markets and poorer results in falling 
markets All statistics and results presented are unaudited. Past investment results provide no indication of future performance. Future returns are dependent on 
the general financial investment environment, the nature of the strategy mandate, and active investment strategies and risks.  Returns for periods over one year are 
annualized.  The data used to calculate model performance was obtained from sources deemed reliable and then organized and presented by Forstrong.  However, 
such information has not been independently verified by Forstrong (and Forstrong disclaims any obligation to verify) and Forstrong does not guarantee its accuracy 
or completeness and accepts no liability for any loss or damage suffered, whether direct or consequential, resulting from its use.  Unless otherwise indicated, all 
performance data is calculated and presented in Canadian dollars. 

The information contained herein is presented solely for illustrative purposes and should not be construed as a forecast or projection. While some information used 
herein has been obtained from various published and unpublished third-party sources considered to be reliable, such information has not been independently verified 
by Forstrong (and Forstrong disclaims any obligation to verify) and Forstrong does not guarantee its accuracy or completeness and accepts no liability for any loss or 
damage suffered, whether direct or consequential, resulting from its use. It should be noted that data provided may be approximate numbers. 
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