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Asian equities: building on emerging

Market Performances (as of October 28th, 2026 — 9:30 CET) *

CURRENT CHANGE CHANGE CURRENT CHANGE CHANGE

1 WEEK YTD 1 WEEK YTD

MSCI USA Equity Index 7359 0.16% 12.65% Gold Ounce 4046 -2.28% -6.32%
MSCI Canada Equity Index 4675 0.18% 15.05% Silver Ounce 53.7 -7.40% -25.09%
MSCI Eurozone Equity Index 1'989 -0.66% 6.03% Oil WTI Future 101.7 4.67% 77.10%
MSCI Switzerland Equity Index 1868 0.36% 10.30% EUR/USD 1.11 -0.95% -5.29%
MSCI Germany Equity Index 222 0.06% 2.64% EUR/CHF 0.92 0.25% 0.77%
MSCI Japan Equity Index 2444 -1.39% 16.91% USD/CHF 0.83 -0.70% 4.53%
MSCI Emerging Markets Equity Index 1’579 -2.28% 12.41% USD/JPY 158 0.16% 0.74%
Yield 10Y US Treasuries 5.01 -0.11 0.84 CAD/USD 0.71 0.07% 2.42%
Yield 10Y German Bund 3.37 -0.05 0.51 USD/CNY 6.67 0.13% -4.81%

Source: Bloomberg, Vontobel SFA
* All equities performance is measured in USD

Rising economic weight in the global economy
Investor interest in Asian investment assets has gradually
increased over time, which could have been driven by risk
considerations (diversification) but also to benefit from
new opportunities. Asia has become a significant contribu-
tor to global GDP. Over the past decades the contribution
of Asian countries to global GDP has steadily risen. In this
flash we focus on countries in the MSCI Emerging Mar-
kets (EM) Asia index. Chart 1 shows that the combined
weight of these countries has risen from less than 10% in
1980 to 36% of global GDP by 2025 and the IMF projects
that this will increase to 39% by 2030. China is the largest
country in economic terms, with an expected weight of
just over 20% by 2030, followed by India at 10%.

Chart 1: Country weight in Global GDP (purchasing
power parity (PPP) based in USD)
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The Group of Seven (G7) was formed in the 1970s and
consists of the main 7 leading western economic coun-
tries. In 1980 this group represented more than 50% of
global GDP. The rise of emerging markets has changed
this such that by 2018 the EM Asian countries covered by
MSCI EM Asia surpassed the G7 in economic weight (on
a PPP basis).

Chart 2 shows these developments. The IMF expects that
the G7 weight will fall towards 26% of global GDP by 2030
as the US weight gradually falls to 13%.

Chart 2: Weights in global GDP (PPP based in USD)
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For some Asian countries, growth has slowed somewhat.
Chart 3 shows that for these countries the IMF projects
growth for the coming 5 years (blue bars) is below the av-
erage growth in the past 10 years (black bars). In China,
for instance, growth has slowed as income levels have
risen and China transitions from a pure export led econ-
omy to more domestically driven growth. However, for
quite a few countries we are seeing an acceleration of
growth. The IMF expects that India, Indonesia, the Philip-
pines and Malaysia may still be able to deliver in excess
of 4% real growth a year in the coming 5 years.

Chart 3: Real GDP growth
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Expectations 2026-2031

Over the past years, Chinese growth momentum has at
times disappointed market expectations, but in some
other Asian countries we have seen an acceleration in
economic momentum. Korea is an example of this. As a
technology focused economy, Korea has benefited from
the improved global environment while in Indonesia we
can detect a positive trend in Chart 4.

Chart 4: OECD leading indicators
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Lessons learned from the 1997 Asian crisis

The 1997 Asian financial crisis was a major crisis in
emerging markets. This crisis started in Thailand and
spread to other countries in the region, such as Indonesia,
Korea, Malaysia and the Philippines. The main cause of
the crisis was increased financial fragility, due to currency
mismatches (borrowing in foreign currency (USD)), ma-
turity mismatches (financing long-term projects with short-
term debt) and loose lending conditions.! Given that these
countries had their currencies pegged against the USD,

1 See for instance Asian Development Bank, Interpreting the Asian financial crisis,
1999 or Lane, T., The Asian financial crisis, what have we learned? 1999.

speculations against the currency which forced devalua-
tions, increased problems with capital flows. EM curren-
cies collapsed, with, for example, the Indonesian Rupiah
falling over 80%. Stock markets were under severe pres-
sure and several countries needed a bailout by the IMF.
The crisis identified the risks of dependency of short-term
capital flows denominated in a foreign currency.

Asian countries have become much less dependent on
foreign capital flows as current account balances have
significantly improved. For instance, Indonesia and Korea
had an average (unweighted) current account deficit over
the period of 1992 until 1996 of -1.9% of GDP, but this
has improved to about +1.8% of GDP in the period 1999
until mid-2026. Chart 5 shows the development of the cur-
rent account balance (as a share of GDP) over the past
20 years, and most of these countries have a positive bal-
ance now. For Indonesia and India, the balance is close
to 0%. Overall, external financing dependence has de-
clined in several of these economies. High savings rates
may also support the availability of domestic capital for in-
vestment.

Chart 5: Current account balance (% of GDP)
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Inflation has also gradually moderated in Asia as can be
seen in Chart 6, especially in Southeast Asia, with infla-
tion between 2 and 3%. Increased price stability has also
supported broader financial stability.

Chart 6: Inflation rates
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EM Asian equities

Country performance in the EM Asia universe can be
quite different given the differences in the underlying
economies but also due to different types of companies
and sectors in the respective regions.

The MSCI EM Asia benchmark composition consists cur-
rently mainly of technology heavyweight countries of
South Korea and Taiwan and more consumption driven
markets as China / Hong Kong and India. These countries
together account for around 80% of the index. The South-
east Asian region consists of smaller countries. However,
some have more favorable demographic trends, which
could support future GDP growth.

Chart 7: MSCI EM Asia country weights
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There can also be significant sector weight differences be-
tween countries. Chart 8 shows the weight by country for
three sectors. IT is the dominant sector in Korea and Tai-
wan, led by market leaders of memory chip manufacturing
companies, while it is significantly smaller in China and In-
dia. In those markets, consumer discretionary and finan-
cials are the larger sectors.

Chart 8: Selected sector weights of MSCI indices
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2 https://data.worldbank.org/indicator/SP.POP.TOTL

EM Asia universe has a relatively large weight to technol-
ogy companies. However, this technology exposure is
quite different than in the US, as Asian technology is more
focused on semiconductors and manufacturing while in
the US the focus is more on software, platforms and cloud
services.

At the same time sectors such as consumer discretionary
can potentially provide more exposure over the longer run
to rising spending power of Asian consumers. According
to the World Bank in 2025 nearly 4 billion people live in
East Asia (high income countries excluded) and South
Asia.? Economic growth could support higher consump-
tion among this group, potentially benefiting regional busi-
nesses targeting these consumers as well as Western
companies generating revenue from Asian markets.

Different competencies in different countries

Some of the differences between countries we have al-
ready discussed in the previous sector. In this segment
we focus a bit more on the different countries in the EM
Asia universe.

Taiwan and South Korea both provide significant expo-
sure to the global semiconductor cycle, but in different
ways. Taiwan has a strong position in semiconductor
manufacturing and the broader technology hardware sup-
ply chain. South Korea's technology sector is more heav-
ily influenced by memory chips, while also including major
industrial, automotive, consumer and healthcare compa-
nies.

China has developed a substantial technology ecosystem
spanning internet platforms, semiconductors, artificial in-
telligence infrastructure and advanced manufacturing. Re-
cent earnings developments have been stronger in parts
of this innovation-oriented economy, while domestic de-
mand sensitive areas have remained weaker. Financials
provide another important part of the listed market, along-
side consumer companies, healthcare and industrial busi-
nesses.

India provides strong exposure to the domestic growth po-
tential, as it is on its way to become one of the four key
economic blocks, together with the US, EU and China.
Rising consumption, financial development, infrastructure
investment and an expanding industrial and manufactur-
ing base could support future corporate earnings growth.
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Singapore provides a different form of Asian equity expo-
sure. Although it is much more a developed country than
an emerging country, it is part of the MSCI EM Asia
benchmark. According to the IMF Singapore as an income
of 108,000 USD per capita in 2026, which makes it one of
the richest countries in the world and ahead of the US
(94,000 USD per capita). Singapore’s market is as a re-
sult more mature with a significant exposure to financials,
complemented with industrial, property and multinational
companies. The banks give access to Singapore and re-
gional activity while the industrial and engineering busi-
nesses and property companies give a broader regional
exposure.

Malaysia is a smaller market but offers an interesting mix
of sectors such as financials, consumption, manufactur-
ing, utilities and electronics. Indonesia has a large econ-
omy with significant potential to become a key economic
region. Sectors such as banks, consumer companies and
commodities stand out here. Thailand combines tourism
and consumption with financials, utilities and industrials.

The Philippines has favorable long-term demographic
characteristics but is currently going through some macro-
economic headwinds. Finally, Vietnam has become more
of interest to international investors, especially with re-
gards to industrial companies. However, liquidity and ac-
cessibility remain a restriction to consider.

Equity performance and valuation

Over the period shown, the MSCI EM Asia Index has out-
performed the MSCI ACWI and MSCI USA indices. De-
spite their growth potential, EM Asia equities can experi-
ence significant performance fluctuations, as the chart il-
lustrates. General global investor risk appetite can poten-
tially create volatility in the willingness to hold EM assets,
which can create more volatility.

Chart 9: MSCI indices (Net total return, USD)
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Despite its strong performance over the period shown, the
MSCI EM Asia Index continues to trade at a valuation dis-
count to the MSCI ACWI and MSCI USA indices.

EM Asia has historically traded at lower price-to-earnings
multiples than markets such as the US and Europe, re-
flecting factors including transparency concerns, regula-
tory uncertainty and geopolitical tensions. In our view, val-
uation differences could narrow as corporate governance
improves in some markets In South Korea, for example,
greater attention has been given to shareholder value,
ownership structures and minority shareholder interests.
There is also greater emphasis on dividends and share
buy backs.

Chart 10: Price earnings ratios
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Conclusion

The share of Asian economies, represented by the
MSCI EM Asia index, has risen substantially in the
global economy (on a PPP basis). The region has be-
come a significant contributor to the global economy,
with large economies such as China and India and po-
tential for further economic convergence in countries
such as Indonesia.

Investments in Emerging Asia may provide diversifica-
tion and exposure to potential growth opportunities,
depending on an investor’s objectives, circumstances
and risk tolerance.

EM Asia also has significant technology exposure, alt-
hough its composition differs from that of the US mar-
ket. Asian technology is more focused on semiconduc-
tors and manufacturing while in the US the focus is
more on software, platforms and cloud services.

At the same time sectors such as consumer discre-
tionary can potentially give more exposure over the
longer run to rising spending power of Asian consum-
ers, as we see living standards improve.

Everything starts with a personal conversation.
Questions or comments? Your Relationship Manager or
Investment Adviser will be happy to help you.
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IMPORTANT DISCLOSURES

This report has been prepared and published by Vontobel Swiss Financial Advisers AG (“Vontobel SFA”). This report represents Vontobel SFA’s views as
promulgated by the Vontobel SFA CIO who is independent. Vontobel SFA CIO’ s views may vary from views and opinions of other Vontobel group entities
and be contrary to those expressed by other business areas or divisions of Vontobel because different assumptions and/or criteria have been used.

This publication is provided for your information purposes only, and does not constitute as offer to sell, , or a solicitation of an offer, to buy any securities,
investment products, or advisory services. This information contained herein should not be construed as investment or as a recommendation to purchase,
sell, or hold any particular security, investment strategy, or asset class.

References to asset classes, markets, sectors, securities, or investment strategies are provided for illustrative and educational purposes only and do not
represent a recommendation or investment advice. Such references are not intended to reflect any specific portfolio holding, transaction, or investment
strategy and should not be relied upon as the basis for any investment decision. This communication does not take into account the particular investment
objectives, financial circumstances, risk tolerance, or needs of any individual recipient.

The views, opinions, forecasts, estimates, and projections expressed herein are based on information available as of the date of publication and on
assumptions that may prove to be incorrect. Actual events, market conditions, and investments results may differ materially from those expressed or
implied. No assurance can be given that any forecast, target, projection, or estimate will be realized.

Information contained herein has been obtained from sources believed to be reliable; however, no representation or warranty, express or implied, is made
regarding its accuracy, completeness, or reliability. All information, opinions, estimates, and market data are subject to change without notice.

Certain statements contained herein may constitute forward-looking statements. Forward-looking statements are inherently uncertain and are based on
current expectations, assumptions, estimates, and projections. Words such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “project,” “estimate,”
“intend,” “continue,” “believe,” and similar expressions are intended to identify such statements. Forward-looking statements are not guarantees of future
performance or outcomes and involve known and unknown risks, uncertainties, and other factors that may cause actual results, market conditions, portfolio
characteristics, or investment outcomes to differ materially from those expressed or implied.

Past performance is not indicative of future results. All investments involve risk, including the possible loss of principal.
Certain products and services may not be available in all jurisdictions and may be offered only were permitted by applicable law and regulation. Eligibility
for particular products, services, or investment strategies may be subject to investor qualification, suitability, or other regulatory requirements.

In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount (“Values”)) be used for
any of the following purposes (i) valuation or accounting purposes; (ii) to determine the amounts due or payable, the price or the value of any financial
instrument or financial contract; or (iii) to measure the performance of any financial instrument including, without limitation, for the purpose of tracking the
return or performance of any Value or of defining the asset allocation of portfolio or of computing performance fees.

By receiving this document and the information you will be deemed to represent and warrant to Vontobel that you will not use this document or otherwise
rely on any of the information for any of the above purposes. Vontobel reserves the right to make changes and corrections to the information and opinions
expressed herein at any time, without notice.

Vontobel SFA and its employees do not provide legal or tax advice and Vontobel SFA makes no representations as to the tax treatment of assets or the
investment returns thereon both in general or with reference to specific client's circumstances and needs. We are of necessity unable to consider the
particular investment objectives, financial situation and needs of our individual clients, and we would recommend that you take financial and/or tax advice
as to the implications (including tax) of investing in any of the products mentioned herein.

This material may not be reproduced, or copies circulated without prior authority of Vontobel SFA. Unless otherwise agreed in writing Vontobel SFA
expressly prohibits the distribution and transfer of this material to third parties for any reason. Vontobel SFA accepts no liability whatsoever for any claims
or lawsuits from any third parties arising from the use or distribution of this material. This report is for distribution only under such circumstances as may be
permitted by applicable law.

For information about Vontobel SFA, investment risks and how we manage conflicts and maintain independence of our investment views, please refer to
the Vontobel SFA Wrap Fee Program Brochure (ADV Part 2A) available at vontobelsfa.com. Additional information on the relevant authors of this publication
and other publication(s) referenced in this report, copies of any past reports on this topic is available upon request from your Relationship Manager.
Vontobel SFA Vontobel Swiss Financial Advisers AG is a subsidiary of Vontobel Holding AG.

Vontobel Swiss Financial Advisers AG
Gotthardstrasse 43

8022 Zurich, Switzerland
vontobelsfa.com



