
Macro uncertainties often drive country indices down, 
as investors look for more stable investment backdrops. 

Yet, countries generally recover, and good businesses 
typically find ways to navigate crises. 

Laggards often bounce back strongly — especially in 
emerging markets.

OPPORTUNITY IN 
COUNTRY DRAWDOWNS

FERTILE HUNTING GROUND 
IN EMERGING MARKETS 
AFTER DRAWDOWNS

Average Annualized Outperformance of 
EM Countries Following Steep 12-Month 

Underperformance¹
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As other investors fear uncertain macroeconomic outlooks, value investors seek out 
uncertainty, viewing large country declines as an opportunity. 

We look for strong companies that were unduly punished by a sweeping reaction 
to macro events. Our research helps us identify good businesses trading at deep 

discounts to our estimates of intrinsic value. 

Click here to see full report
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Past performance is not indicative of future returns.
Returns could be reduced, or losses incurred, due to currency fluctuations.

-22% 
China²

+10% EM 
ex-China²While we remain underweight to China, this 

mass exodus created unique opportunities. 
We are adding names.

Our Commentary digs deeper into the 
frequent country-specific performance 
dispersions that occur in emerging markets.

CHINA WAS A SIGNIFICANT 
LAGGARD IN 2021

Source: MSCI USD Returns for 2021
Past performance is not indicative of future returns.
Returns could be reduced, or losses incurred, due to currency fluctuations.
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https://www.pzena.com/wp-content/uploads/2022/01/PzenaNewsletter-Commentary-4Q21.pdf


FURTHER INFORMATION 

¹We looked at significant emerging market country declines, defined as 2,000 basis points or more of underperformance versus the MSCI Emerging 
Markets Index over the prior 12 months, and then looked at how those countries performed over the next one, three, and five years. The data 
set is from January 1, 1992 through December 31, 2021 and includes 10 different countries (some did not have data for the full period). The 10 
countries chosen were the 10 largest weightings held in the MSCI Emerging Markets Index (as of December 31, 2021) that have at least a 10-year 
MSCI track record. Data in US dollars. 

²MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market performance of 
Emerging Markets. The MSCI Emerging Markets ex China Index captures large and mid cap representation across 23 of the 24 Emerging Markets 
(EM) countries excluding China. The MSCI China Index captures large and mid cap representation across China A shares, H shares, B shares, Red 
chips, P chips and foreign listings (e.g. ADRs). With 739 constituents, the index covers about 85% of this China equity universe. Currently, the 
index includes Large Cap A and Mid Cap A shares represented at 20% of their free float adjusted market capitalization.

This document is intended solely for informational purposes. The views expressed reflect the current views of Pzena Investment Management 
(“PIM”) as of the date hereof and are subject to change. PIM is a registered investment adviser registered with the United States Securities and 
Exchange Commission. PIM does not undertake to advise you of any changes in the views expressed herein. There is no guarantee that any 
projection, forecast, or opinion in this material will be realized. Past performance is not indicative of future results. All investments involve risk, 
including risk of total loss.

This document does not constitute a current or past recommendation, an offer, or solicitation of an offer to purchase any securities or provide 
investment advisory services and should not be construed as such. The information contained herein is general in nature and does not constitute 
legal, tax, or investment advice. PIM does not make any warranty, express or implied, as to the information’s accuracy or completeness. Prospective 
investors are encouraged to consult their own professional advisers as to the implications of making an investment in any securities or investment 
advisory services.

For EU Investors Only: This financial promotion is issued by Pzena Investment Management Europe Limited (“PIM Europe”). PIM Europe (No. 
C457984) is authorised and regulated by the Central Bank of Ireland as a UCITS management company (pursuant to the European Communities 
(Undertakings for Collective Investment in Transferable Securities) Regulations, 2011, as amended).  PIM Europe is registered in Ireland with 
the Companies Registration Office (No. 699811), with its registered office at Riverside One, Sir John Rogerson’s Quay, Dublin, 2, Ireland.  Past 
performance is not indicative of future results. The value of your investment may go down as well as up, and you may not receive upon redemption 
the full amount of your original investment. The views and statements contained herein are those of Pzena Investment Management and are based 
on internal research.

For Jersey Investors Only: Consent under the Control of Borrowing (Jersey) Order 1958 (the “COBO” Order) has not been obtained for the 
circulation of this document. Accordingly, the offer that is the subject of this document may only be made in Jersey where the offer is valid in the 
United Kingdom or Guernsey and is circulated in Jersey only to persons similar to those to whom, and in a manner similar to that in which, it is for 
the time being circulated in the United Kingdom, or Guernsey, as the case may be. The directors may, but are not obliged to, apply for such consent 
in the future. The services and/or products discussed herein are only suitable for sophisticated investors who understand the risks involved. Neither 
Pzena Investment Management, Ltd. nor Pzena Investment Management, LLC nor the activities of any functionary with regard to either Pzena 
Investment Management, Ltd. or Pzena Investment Management, LLC are subject to the provisions of the Financial Services (Jersey) Law 1998.

For Australia and New Zealand Investors Only: This document has been prepared and issued by Pzena Investment Management, LLC (ARBN 
108 743 415), a limited liability company (“Pzena”). Pzena is regulated by the Securities and Exchange Commission (SEC) under U.S. laws, which 
differ from Australian laws. Pzena is exempt from the requirement to hold an Australian financial services license in Australia in accordance with 
ASIC Corporations (Repeal and Transitional) Instrument 2016/396. Pzena offers financial services in Australia to ‘wholesale clients’ only pursuant 
to that exemption. This document is not intended to be distributed or passed on, directly or indirectly, to any other class of persons in Australia. 
In New Zealand, any offer is limited to ‘wholesale investors’ within the meaning of clause 3(2) of Schedule 1 of the Financial Markets Conduct 
Act 2013 (‘FMCA’). This document is not to be treated as an offer, and is not capable of acceptance by, any person in New Zealand who is not a 
Wholesale Investor.

For South African Investors Only: Pzena Investment Management, LLC is an authorised financial services provider licensed by the South African 
Financial Sector Conduct Authority (licence nr: 49029).
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