
Why Invest in Emerging Markets?
Emerging market equities offer many potential benefits to investors. They provide the opportunity to diversify 
portfolios and participate in a broader set of companies that are fundamentally driven by different drivers than 
their developed markets peers. In our view there are opportunities to uncover high quality enterprises that have 
significant compounding potential and are trading at a discount to our estimates of intrinsic value. The Pender 
Emerging Markets Impact Fund aims to achieve returns in companies that are making an impact with business 
models focused on providing a positive contribution to their local economies and societies. These factors are 
thoroughly assessed via a detailed ESG framework as part of our due diligence.

Why Invest in the Pender Emerging Markets Impact Fund P A T R I C I A  P E R E Z - C O U T T S
P O R T F O L I O  M A N A G E R

Valuation
Emerging market companies are attractively valued from both an 
absolute and relative perspective. On an absolute basis, emerging 
market valuations are at multi-decade lows and have, on average, 
not been near these levels since the dot-com bubble in the early 
2000s. This disconnect also exists on a relative basis with 
emerging market companies being heavily discounted compared to 
their developed market counterparts, particularly in the US. 
Performance in emerging markets has been cyclical on a relative 
basis and the valuation discount has reached substantial levels, 
which we believe creates an attractive setup for long-term 
outperformance.

Long-Term Growth
Generally speaking, growth in emerging market equities has 
outpaced developed markets over the long term. Many emerging 
market companies are catering to the demands of a rising, local 
middle class for consumer goods and technology. However, despite 
demand being sustainable, valuations do not reflect the positive 
growth potential of these companies. Our fundamental analysis 
goes deep into these companies to understand the opportunity and 
capitalize on these long-lasting trends. We also leverage the fund 
manager's knowledge and understanding which has been 
developed over decades of experience in analyzing emerging 
market companies.

Improved Diversification
An allocation of 5-10% in emerging market equities is a great way 
to diversify your portfolio. A strategic allocation to emerging 
markets can benefit a long-term oriented investor by enhancing 
performance and offering diversification potential with access to a 
wide range of dynamic companies in these vibrant and developing 
economies. This is complementary to a typical Canadian investor 
portfolio, in accessing the secular growth trends in emerging 
markets.

Active Management
While passive emerging market strategies exist, this is not an asset 
class that we believe should be managed passively. The Fund takes 
a fundamental, bottom-up approach to security analysis. In fact, 
the manager goes further, visiting many existing and potential 
holding companies across the portfolio in person to view 
operations. This becomes more important when you overlay 
“impact” as a criterion for inclusion, as the manager can see 
firsthand whether local people or the environment are adversely 
affected or are being cared for by business owners.

Impact
We believe that economic growth and profitability from emerging 
market companies goes hand in hand with adopting long-term, 
sustainable business practices. We are advocating for a way to 
invest where we aim to identify profitable companies that provide 
sustainable, long-term returns to shareholders while making a 
positive impact in their communities.
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funds are not guaranteed, their values change frequently and past performance may not be repeated. This communication is intended for information purposes only and does not constitute an offer to buy or 

sell our products or services nor is it intended as investment and/or financial advice on any subject matter and is provided for your information only. Every effort has been made to ensure the accuracy of its 

contents. Certain of the statements made may contain forward- looking statements, which involve known and unknown risk, uncertainties and other factors which may cause the actual results, performance 

or achievements of the Fund or the investee companies mentioned, or industry results, to be materially different from any future results, performance or achievements expressed or implied by such forward-

looking statements.

© PenderFund Capital Management Ltd. All rights reserved. April 2022

penderfund.com


