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Market review

Emerging markets (as measured by MSCI Emerging Markets)
finished the month of February down ca. 3.1%, underperforming
developed markets, which returned ca. -2.7%. The month started
with expectations that the Fed will have to take a more
aggressive stance with regards to interest rate hikes, only to be
scaled back by month end. Political uncertainty around the
Russia-Ukraine geopolitical tensions dominated newsflow and
heightened market volatility, resulting in increased risk-off
sentiment. The month ended with a full-fledged invasion of
Ukraine. The Central Bank of Russia (CBR) was removed from
SWIFT, resulting in significant depreciation of the ruble, an
increase in Russian interest rates (to 20%), capital controls
being implemented to prevent capital leaving Russia and a surge
in Brent crude oil prices to reach over $100 a barrel, spurring
increased inflationary pressure. Performance was led by Latin
America through attractive valuations and benefitting from the
commodity price rally while EM Asia and EMEA produced
negative returns. Asian equities struggled following a significant
increase in US inflation, causing a spike in treasury yields. The
regulatory burden in China kept sentiment low as we saw new
regulations impacting names like Alibaba and Meituan. Across
the broader EM market, materials and industrials outperformed
whilst healthcare and consumer discretionary lagged.
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Performance analysis

The strategy lagged the index for the month, with selection
hurting performance, while allocation (a fallout of selection) was
marginally positive. Selection was positive within consumer
staples, consumer discretionary and healthcarel; however, this
was more than offset by challenged selection within financials,
energy and information technology. The Winter Olympics out in
Beijing drove strong returns for our overweight position in
consumer discretionary name Topsports whilst within consumer
staples strong performance came from Jiangsu Yanghe Brewery.
With the escalation of the Russia-Ukraine geopolitical tensions,
resulting at the end of the month in an invasion of Ukraine by
Russia, financial holdings such as TCS and Sberbank dragged on
performance. Despite the rally in oil and gas names, Russian
energy company Gazprom was also a burden on performance.

Portfolio activity - overweightings & underweightings

We closed out of our remaining positions in Russia during the
month (Sberbank, TCS and Gazprom) as we saw the tensions
between Russia and Ukraine rise. These positions were exited
ahead of the invasion by Russia and the suspension on selling of
foreign assets. Three positions were initiated during February: XP
Investimentos, the leading challenger bank in Brazil, Chinese
solar power supply company, Sungrow and Taiwanese electrical
component company, Silergy. We added to our position in HDFC
following recent underperformance and a positive meeting with
management, confirming our investment thesis. Our active
weight position in Sea Ltd increased following the recent
correction as we saw Tencent reduce their holding in the
company last month. SBI was also added to following recent
underperformance.

2| Pictet - Emerging Markets - P USD
Source: Pictet Asset Management



Market outlook

Sentiment is low following a challenging 2021, which is
reflected in valuations, notably for China. However, the region
remains geographically one of the highest growth areas as well as
being at the forefront of themes such as digitalization,
technology and environmental advances. Emerging equity market
valuations look attractive, trading on a forward price earnings
ratio of 11.6x, which equates to a discount of 33% to developed
markets. However, events in Ukraine have changed not just
emerging markets but global expectations and scenarios. Within
emerging markets, commodity producing nations should stand to
benefit what was even prior to the current crisis, an already a
structurally strong commodity market. On the potential for
inflation, this is likely to impact specific countries such as
Turkey, where inflation risks were already high. Our original base
case still stands for emerging market growth to comfortably
outstrip that of developed markets over the medium term.
Coronavirus complications still exist, but we still view this as
transitory rather than derailing the investment case. We do not
take any top-down currency views, but emerging market
currencies remain very cheap relative to the dollar. Whilst
volatility may appear daunting, it can provide for good
opportunities to purchase solid investments, which have been
unfairly swept up in broader market sell-offs.

Portfolio strategy

Our valuation disciplined strategy is focused on free cash flow
generation across both structural compounder and cyclical
turnaround companies. We believe that cash generation ability
and bright prospects for reinvestment for the companies we hold
will, over the long term, deliver attractive returns. We maintain a
strong valuation discipline, but view this through the lens of
cashflow returns and cashflow generation. At a sector level, the
fund is overweight information technology, consumer
discretionary and industrials while underweight energy, consumer
staples and communication services. At a country level, the fund
is overweight Taiwan, Brazil and Argentina and underweight
India, South Africa and Korea.
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General information

Legal form Sub-fund of a SICAV
Regulatory status UCITS
Domicile Luxembourg
Inception date 13.09.1991
Launch date 13.11.2006
Share class currency uUsD
Compartment currency usD
ISIN LUO0130729220
Reference index MSCI EM (USD)
Min. investment horizon (year(s)) 5
Fees

Ongoing charges (OCR) 1.75%
Performance fee (excluded from OCR) -
Management fee (included in OCR) 1.40%
Max. conversion fee 2.00%
Max. subscription fee 5.00%
Max. redemption fee 3.00%

Management team

Avo Ora
James Kenney

Source: Pictet Asset Management

Further information can be found in the prospectus.
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Pictet Asset Management

For further information,
please visit our website
assetmanagement.pictet

Important Information

This marketing material is issued by the Fund Management Company, Pictet Asset Management (Europe)
S.A., a company authorized and regulated by the Luxembourg regulator "Commission de Surveillance du
Secteur Financier". It is neither directed to, nor intended for distribution or use by, any person or entity who
is a citizen or resident of or located in any locality, state, country or jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation. The information contained in this
document is for information purposes only. It cannot be used as a basis for subscription and does not form
part of a contract. The latest version of the fund‘s prospectus, Key Investor Information Document, annual
and semi- annual reports must be read before investing. They are available in English and in the local
language of each country where the compartment is registered, free of charge on
www.assetmanagement.pictet or at Pictet Asset Management (Europe) S.A., 15 avenue J.F. Kennedy,
L-1855 Luxembourg, or at the office of the Fund local agent, distributor or centralizing agent if any. In
Switzerland, the representative agent is Pictet Asset Management S.A. and the paying agent is Banque
Pictet & Cie S.A. Pictet Asset Management (Europe) S.A. has not taken any steps to ensure that the
securities referred to in this document are suitable for any particular investor and this document is not to be
relied upon in substitution for the exercise of independent judgment. Tax treatment depends on the
individual circumstances of each investor and may be subject to change in the future. Before making any
investment decision, investors are recommended to ascertain if this investment is suitable for them in light
of their financial knowledge and experience, investment goals and financial situation, or to obtain specific
advice from an industry professional. Holdings do not represent the full portfolio. There is no guarantee that
these securities will be held in the future and you should not assume that investment in the securities listed
was, or will be profitable. Any reference to a ranking, a rating or an award provides no guarantee for future
performance results and is not constant over time. For hedged share classes, only the compartment's
consolidation currency is hedged into the share class currency. Foreign exchange exposure, resulting from
assets in the portfolio which are not denominated in the consolidation currency, can remain. NAVs relating
to dates on which shares are not issued or redeemed (“non-trading NAVs") in your country may be published
here. They can only be used for statistical performance measurements and calculations or commission
calculations and cannot under any circumstances be used as a basis for subscription or redemption orders.
The published performance represents past data. Past performance may not be a reliable guide to future
performance. There is no guarantee that the same yields will be obtained in the future. The value and
income of any of your investments may fluctuate with market conditions and may lose some or all its value.
The fund may be affected by changes in currency exchange rates, which can have an adverse effect on the
value or income of the fund. Performance is shown based on the share class NAV per share (in the share
class currency) with dividends reinvested (for distributing share classes), including actual ongoing charges,
and excluding subscription/redemption fees and taxes borne by the investor. Inflation was not taken into
account. As a subscription fee calculation example, if an investor invests EUR 1000 in a fund with a
subscription fee of 5%, he will pay to his financial intermediary EUR 47.62 on his investment amount,
resulting with a subscribed amount of EUR 952.38 in fund shares. In addition, potential account keeping
costs (by your custodian) may reduce the performance. Indices do not include fees or operating expenses
and you cannot invest in them.

Any index data referenced herein remains the property of the Data Vendor. Data Vendor Disclaimers are
available on assetmanagement.pictet under “Resources” section.

No part of this material may be copied or redistributed without Pictet Asset Management prior written
consent. ©2019 Pictet
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