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1 Global Investment Management 

India’s real GDP rose 7.8% year-on-year in Q1, underpinned by robust private spending and 
investment. India’s composite PMI recorded a level of 60.9 in June, a strong signal that activity 
remains in expansionary territory. India’s 2024 general election secured Prime Minister Modi’s third 
five-year term but provided him with a weaker mandate. While coalition politics present a more 
challenging political environment, we expect the government’s broad agenda of investment-led 
growth to remain intact. India is on track to continue to lead emerging market growth. Real GDP is 
forecast to increase by 6.8% in 2024, per IMF estimates.  

Mexico has benefited from U.S. economic resilience and a growth-oriented fiscal policy. However, 
there are signs the economy is beginning to lose momentum. In Q1, real GDP expanded by 1.6% 
against a year ago, the lowest annual growth rate in three years. Mexico’s outlook remains 
constructive and the IMF projects full-year GDP growth of 2.4% in 2024, though this marks a 
downward revision from the 2.7% expansion anticipated at the beginning of the year. Elsewhere, 
Brazil is also expected to see lower growth this year due to the lagged impact of restrictive financial 
conditions. Real GDP will moderate to 2.2% in 2024 according to the IMF.  

Considering that emerging markets have faced weakening developed market growth, relatively tight 
global financial conditions, and a strong U.S. dollar, the region has fared rather well to date. Looking 
ahead, the prospect of monetary easing by most developed and large emerging market central 
banks is a positive tailwind. On balance, the IMF expects emerging market real GDP growth to 
remain stable at 4.2% in 2024. 

 

 

  

 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 

 

 
2 Global Investment Management 

 
SECOND QUARTER 
 

 
 

The performance of the Letko Brosseau Emerging Markets Equity Fund (the “Fund”) in the second quarter was -3.6%, 
while the MSCI Emerging Markets Total Return Net Index returned 5.0%. With recent downward revisions in economic 
growth prospects across the emerging markets, several of the fund’s sectors have seen a negative impact to returns.  
 
Financials 
Financials recently emerged as the leading outperforming sector during Q2, surpassing the benchmark by 0.4%. The 
primary catalyst behind this outperformance was the Indian institution, Axis Bank. The bank, India's third-largest private 
sector bank, boasts assets of USD 145 billion and a $91 billion loan book. Deposits grew 18% year-over-year, with low-
cost deposits up 15%. Asset quality improved significantly, with net bad loans down to 0.42%. The bank achieved an 
ROE of over 18% for the last five quarters and maintains a strong CET-1 ratio of over 14%. Additionally, Axis Bank 
continues to benefit from strong capital accretion, enhancing its financial stability. 
 
Materials 
The Materials sector was the second largest drag on performance for the second quarter, trailing the benchmark by a 
margin of -20.0%. Cemex, a global leader in cement located in Mexico, was one of the underperforming names in the 
materials sector. The company, operating in cement, ready-mix concrete, and aggregates, reported its Q4 and FY 2023 
results and issued guidance for 2024. Despite generating over $14 billion in revenue with a third of its EBITDA from the 
United States, the market reacted negatively, causing a 9% drop in shares. The 2024 guidance forecasts flat to low-
single-digit volume increases and low to mid-single-digit EBITDA growth due to easing cost pressures. However, this 
fell short of market expectations for higher EBITDA growth. Additionally, a USD 498 million historical tax bill from 2006 
will impact next year's free cash flow. Despite these challenges, average pricing increases of 14% across all 
geographies offset a 6% decline in cement volumes. It is important to note that the company is highly exposed to the 
United States and Mexico’s economies. While Mexico may have some short-term headwinds, we took a long-term view 
on the gradual recovery of Mexico as a whole. 
 
 
 

From 01-APR-2024 to 30-JUN-2024

Port Bmk Diff Port Bmk Diff

Financials 3.9 3.4 0.4 12.7 21.9 -9.2 0.0 0.1 0.2

Energy 4.4 3.3 1.1 4.0 5.2 -1.2 0.0 0.0 0.1

Consumer Staples -6.9 -3.0 -3.9 5.2 5.2 0.0 -0.2 0.0 -0.2

Communication Services -9.8 8.2 -18.0 2.3 8.9 -6.6 -0.4 -0.2 -0.6

Health Care -8.4 -4.3 -4.1 7.7 3.2 4.5 -0.3 -0.4 -0.7

Utilities 1.6 6.2 -4.7 23.3 3.0 20.4 -1.0 0.2 -0.9

Real Estate -14.0 2.8 -16.8 5.0 1.5 3.6 -0.9 -0.1 -1.0

Consumer Discretionary -7.7 5.1 -12.8 8.1 12.3 -4.1 -1.0 0.0 -1.0

Information Technology 13.0 11.3 1.7 3.5 25.1 -21.6 0.0 -1.0 -1.0

Materials -21.9 -1.8 -20.0 5.9 6.9 -1.0 -1.4 0.1 -1.3

Industrials -4.2 4.0 -8.2 22.3 6.9 15.4 -1.9 -0.1 -2.0

-3.6 5.0 -8.6 100.0 100.0 -7.1 -1.4 -8.6

* Includes interaction: a mathematical consequence of the allocation and selection effects rather than an actively made investment decision.

Total Return (%) Ending Weight (%) Selection 
Effect (%)

Allocation 
Effect (%)*

Total 
Attribution (%)
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Industrials 
The Industrial sector was the largest drag on performance for the second quarter, trailing the benchmark by -8.2%, and 
holds the second largest sector allocation in the fund. Within this sector, CCR SA, an operator of one of the largest 
infrastructure concessions portfolios in Latin America, experienced a turbulent quarter. The company's stock was 
negatively impacted by a downgrade in economic growth projections. Despite these challenges, CCR SA’s underlying 
portfolio, which includes highways, airports, and urban mobility assets, continued to show strong year-over-year volume 
growth in highway traffic and airport passengers. This continued growth underpins our continued positive outlook for 
the company over the medium and long-term horizons. 
 

LAST TWELVE MONTHS 
 

 
 
Since the start of the third quarter in 2023, amid market volatility, our emerging markets fund posted a one-year return 
of 5.5%, trailing the MSCI Emerging Markets Total Return Net Index, which had a 12.5% return. Our performance over 
the last twelve months was propelled by strong showings in the Industrials, Consumer Staples, and Utilities sectors. 
 
Industrials 
The Industrials sector, constituting the second-largest allocation in the fund, exhibited robust performance throughout 
the last twelve months, outperforming the sector benchmark by a margin of 11.7%. This performance was led by one 
of the fund’s more significant holdings, GMR Infrastructure, which returned 117.1% over the period. GMR Infrastructure 
is recognized as the largest private airport operator in Asia and one of the largest globally. Managing an annual 
passenger volume exceeding 100 million, GMR's airport portfolio includes key hubs such as Delhi International Airport 
(India's largest and fastest-growing airport), Hyderabad International Airport, and Mactan Cebu International Airport in 
the Philippines (in collaboration with Megawide). This robust performance underscores GMR Infrastructure's significant 
impact on the fund's overall success within the industrials sector. 
 
Consumer Staples 
Consumer Staples recently emerged as an outperforming sector, surpassing the benchmark by an impressive 25.4%. 
The primary catalyst behind this substantial outperformance was First Pacific Co. with a positive return of 39.1%. First 

From 01-JUL-2023 to 30-JUN-2024

Port Bmk Diff Port Bmk Diff

Industrials 18.6 6.9 11.7 22.3 6.9 15.4 2.5 -0.9 1.6

Consumer Staples 19.6 -5.7 25.4 5.2 5.2 0.0 1.5 0.0 1.6

Utilities 20.7 20.3 0.4 23.3 3.0 20.4 0.0 1.3 1.3

Financials 22.0 12.6 9.4 12.7 21.9 -9.2 0.8 0.0 0.8

Energy 26.3 25.2 1.0 4.0 5.2 -1.2 0.0 -0.2 -0.2

Communication Services -28.1 2.7 -30.8 2.3 8.9 -6.6 -1.0 0.8 -0.2

Materials -21.4 -3.1 -18.3 5.9 6.9 -1.0 -1.4 0.2 -1.2

Real Estate -15.2 -4.1 -11.1 5.0 1.5 3.6 -0.6 -0.7 -1.3

Consumer Discretionary -16.3 6.3 -22.6 8.1 12.3 -4.1 -2.2 0.4 -1.8

Health Care -29.0 -2.8 -26.2 7.7 3.2 4.5 -2.6 -0.8 -3.4

Information Technology 13.1 34.2 -21.2 3.5 25.1 -21.6 -0.8 -3.5 -4.3

5.5 12.5 -7.1 100.0 100.0 -3.7 -3.4 -7.1

* Includes interaction: a mathematical consequence of the allocation and selection effects rather than an actively made investment decision.

Total 
Attribution (%)

Total Return (%) Ending Weight (%) Selection 
Effect (%)

Allocation 
Effect (%)*
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Pacific is a prominent investment management and holding company focusing on emerging Asian economies, 
predominantly in Indonesia and the Philippines. 
 
Utilities 
The Utilities sector, the largest allocation weight in the fund at 23.3%, delivered a strong absolute performance of 20.7% 
during the period. Notably, the fund's performance in this sector was driven by strong returns from two companies, with 
Power Grid Corporation of India yielding an impressive 78.8%, and Manila Water Company providing a substantial 
return of 44.8%. Power Grid, India's largest electric power transmission company, oversees about 90% of the country's 
inter-state networks and transmits over 40% of its generated power. Beyond its core operations, it has expanded into 
telecom and consultancy, while exploring opportunities in power distribution, smart grids, and renewables. India's low 
per capita electricity consumption highlights the vast growth potential. 
 
 
 
 
 
The information and opinions expressed herein are provided for informational purposes only, are subject to change and are not intended to provide, 
and should not be relied upon for, accounting, legal or tax advice or investment recommendations. Any companies mentioned herein are for 
illustrative purposes only and are not considered to be a recommendation to buy or sell. It should not be assumed that an investment in these 
companies was or would be profitable. Unless otherwise indicated, information included herein is presented as of the dates indicated. While the 
information presented herein is believed to be accurate at the time it is prepared, Letko, Brosseau & Associates Inc. cannot give any assurance that 
it is accurate, complete and current at all times.  
  
Where the information contained in this presentation has been obtained or derived from third-party sources, the information is from sources believed 
to be reliable, but the firm has not independently verified such information. No representation or warranty is provided in relation to the accuracy, 
correctness, completeness or reliability of such information. Any opinions or estimates contained herein constitute our judgment as of this date and 
are subject to change without notice.  
 
Past performance is not a guarantee of future returns. All investments pose the risk of loss and there is no guarantee that any of the benefits expressed 
herein will be achieved or realized.  
 
The information provided herein does not constitute investment advice and it should not be relied on as such. It should not be considered a solicitation 
to buy or an offer to sell a security. It does not take into account any investor’s particular investment objectives, strategies, tax status or investment 
horizon. There is no representation or warranty as to the current accuracy of, nor liability for, decisions based on such information. 
 
Certain information contained in this document constitutes “forward-looking statements,” which can be identified by the use of forward-looking 
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “project,” “estimate,” “intend,” “continue” or “believe,” or the negatives 
thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events or results or the actual 
performance of the strategy(ies) may differ materially from those reflected or contemplated in such forward-looking statements. 
 
The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis 
for or a component of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or 
a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. Historical data and analysis 
should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on 
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of its affiliates and each other 
person involved in or related to compiling, computing or creating any MSCI information (collectively, the “MSCI parties”) expressly disclaims all 
warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and 
fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any 
liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages. 
(www.msci.com). 
 
 

http://www.msci.com/

