
Global  
Matters 
Weekly

 17 August 2026

Emerging Markets: Look Beyond the Index
Stephen Nguyen, CFA

What does the chart show?

Emerging market (EM) equities have performed strongly year-to-date, returning approximately 
20% in US dollar terms through the end of July 2026. However, this performance has been highly 
concentrated, with South Korea and Taiwan accounting for a significant share of the gains. Large-
cap AI and semiconductor companies have been the primary drivers, increasing concentration 
within the EM index.

The top 10 constituents of the EM index now represent close to 40% of the index, compared with 
around 21% a decade ago. This concentration is even more pronounced at the very top of the 
market, with the five largest stocks now accounting for approximately 33% of total EM market 
capitalisation. 

Why this is important

The strong performance of companies such as Samsung Electronics, SK Hynix and TSMC has 
increased the concentration risk within passive EM exposure. Many of these companies share 
common exposure to the AI and semiconductor themes, meaning investors may have less 
diversification than the headline index suggests.

Alongside this increase in single stock risk and sector concentration, geographic exposure within 
the EM index is shifting, with a higher weight to South Korea and Taiwan and a lower weight to 
China. Investors should therefore consider the implications of greater exposure to the economic, 
regulatory and geopolitical risks associated with these markets.

Despite posting stellar profits, the technology cohort within EM has nonetheless got more 
expensive, with share price growth outstripping profit growth. Higher valuations raise questions 
about the sustainability of future returns and the potential impact on the broader EM index if these 
companies enter a period of weaker performance.

Against this backdrop, we believe an active approach may be better suited to navigating 
emerging markets. The asset class remains highly diverse, with significant differences in economic 
and political environments, corporate governance and sector composition. Active managers 
can look beyond the largest index constituents and seek exposure to companies and markets 
where valuations may be more attractive and where returns are less dependent on the continued 
strength of the AI and semiconductor cycle. An active approach may also provide a more balanced 
EM allocation, reducing reliance on a narrow group of countries, sectors and companies that 
increasingly dominate passive index exposure.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
研富投資服務有限公司
9th Floor, Centre Mark II
305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest 
Investment Services Limited and/or 
Belvest related companies (collectively, 
and individually Belvest) solely to its 
clients, qualified prospective clients or 
institutional and professional investors. 
Unless stated otherwise, any opinions or 
views expressed in this communication do 
not represent those of Belvest. Opinions or 
views of any Belvest company expressed 
in this communication may differ from 
those of other departments or companies 
within Belvest, including any opinions or 
views expressed in any research issued by 
Belvest. Belvest may deal as Distributor or 
Agent, or have interests, in any financial 
product referred to in this email. Belvest 
has policies designed to negate conflicts 
of interest. Unless otherwise stated, this 
e-mail is solely for information purposes.

This message may contain confidential 
information. Any use, dissemination, 
distribution or reproduction of this 
information outside the original recipients 
of this message is strictly prohibited. If 
you receive this message by mistake, 
please notify the sender by reply email 
immediately.

Unless specifically stated, neither the 
information nor any opinion contained 
herein constitutes as an advertisement, an 
invitation, a solicitation, a recommendation 
or advise to buy or sell any products, 
services, securities, futures, options, other 
financial instruments or provide any 
investment advice or service by Belvest.

No representation or warranty is given as 
to the accuracy, likelihood of achievement 
or reasonableness of any figures, forecasts, 
prospects or return (if any) contained in the 
message. Such figures, forecasts, prospects 
or returns are by their nature subject to 
significant uncertainties and contingencies. 
The assumptions and parameters used 
by Belvest are not the only ones that 
might reasonably have been selected 
and therefor Belvest does not guarantee 
the sequence, accuracy, completeness 
or timeliness of the information provided 
herein. None of Belvest, its group members 
or any of their employees or directors shall 
be held liable, in any way, for any claims, 
mistakes, errors or otherwise arising out 
of or in connection with the content of this 
e-mail.

This e-mail and any accompanying 
attachments are not encrypted and cannot 
be guaranteed to be secure, complete or 
error-free as electronic communications 
may be intercepted, corrupted, lost, 
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore 
does not accept any liability for any 
interception, corruption, loss, destruction, 
incompleteness, viruses, errors, omissions 
or delays in relation to this electronic 
communication. If verification is required 
please request a hard-copy version. 
Electronic communication carried within 
the Belvest system may be monitored.
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