
The term emerging markets is 
obsolete. They represent half 
of the world’s economy; their 
financial markets are large and 
liquid, with volatility, corporate 
governance and government 
policies very similar to those 
of developed markets. The 
traditional distinctions between 
emerging and developed 
markets, once pronounced, have 
disappeared.

Because of their high growth 
rates, emerging markets are 
now too large to be ignored. 
On a purchasing power parity 
basis, China’s gross domestic 
product is larger than Japan’s, 
India’s is larger than Germany’s 
and Russia’s is larger than the 
UK’s. The BRICs (Brazil, Russia, 
India and China) are as large as 
developed Europe. Surprisingly, 
the rest of the emerging markets 
(ex-BRICs) collectively command 
a greater share of the global 
economy than the US.

Even though emerging 
markets have very large 
economies, the common 
misconception is that they 
have fairly small, illiquid and 
volatile financial markets. This is 
definitely not the case. Because of 
faster economic growth, the out- 
performance of their financial 
markets in the past decade and 
the fact that many private and 
government-owned companies 

have recently been publicly 
listed, the market capitalisation 
of emerging markets has grown 
considerably and in total now 
represents 30 per cent of world 
market capitalisation, as much 

as the US. China now has a larger 
market cap than Japan. South 
Korea and Taiwan, two emerging 
industrial powerhouses, together 
have a larger market cap than 
Germany, and Brazil has a larger 
market than Australia.

Liquidity in these markets 
has also increased dramatically 
in recent years. So far in 2009, 
Chinese exchanges have traded 
more than the NYSE, South 
Korea more than France and 
India more than Canada.

Another argument against 

emerging markets is that 
they are too volatile and 
have unstable, unpredictable 
governments that leave 
them susceptible to coups or 
revolutions. In reality, however, 
volatility levels in emerging 
markets now nearly match those 
in developed markets. Even in 
the extreme market environment 
of 2008, emerging markets and 
developed market volatilities 
were very similar. So in terms 
of size, liquidity and volatility, 
emerging markets are on a par 
with developed markets and 
should not be discriminated 

against because of antiquated 
notions around these criteria.

Another popular knock 
against emerging markets is their 
reputation for poor corporate 
governance and less market-
friendly government policies.

These criticisms are no 
longer warranted. Not only 
have emerging markets risen 
to higher corporate governance 
standards, but developed 
markets’ aura of quality in 
this area has also diminished 
considerably. Enron, Parmalat, 
WorldCom and Countrywide 
represent only a handful of 
examples in this regard.

Further, while the west 
lectured Asia and Latin America 
in the 1990s on government 
policy best practices, the reverse 
is occurring now as the US and 
Europe create a striking display 
of inconsistent and erratic policies 
often favouring special interests. 
The handling of, and policies 
surrounding, Lehman Brothers, 
Railtrack, GM, Fannie Mae, 
Northern Rock and Opel are just 
some recent case studies to ponder.

There is, however, one 
measure that highlights a clear 
and continuing distinction 
between emerging and developed 
markets: growth.

In the period 2003-2009, sales 
for “Emerging Markets, Inc” (an 
aggregation of publicly traded 
companies in emerging markets) 
grew 11 per cent annually versus 
5 per cent for “World, Inc”.

We believe that this 
differential in growth will 
continue for three main reasons: 

the differentials in GDP and 
population growth will be 
maintained for the foreseeable 
future; many emerging markets’ 
basic needs have not yet been met, 
so starting from a lower base, 
consumption and investments 

will continue to grow faster; 
and from a risk standpoint their 
companies were and continue 
to be less leveraged, with higher 
interest coverage ratios than 
those in developed markets.

In fact their coverage ratios 
have improved significantly 
as interest rates in emerging 
markets have come down 
dramatically.

Emerging markets should 
matter a great deal for all 
investors, now and for the rest 
of our investing lives. Yet today 
they still represent only 12 per 
cent of the MSCI All Country 
World Index, while representing 
30 per cent of the world’s market 
capitalisation, 50 per cent of the 
world’s economy and the world’s 
best growth prospects. Investors 
focusing on benchmarks will 
miss this opportunity.

The end of emerging markets is 
here. Investors who don’t catch on to 
this reality risk being left behind.

The writer is founder and chief 
investment officer of Everest Capital
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is that they have small, illiquid 
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Rates are derived from WM/Reuters at 4pm (London time). * The closing mid-point rates for the Euro and £ against the $ are shown in brackets.The other figures in the dollar column of both the Euro and
Sterling rows are in the reciprocal form in line with market convention. † New Venezuelan Bolivar Fuerte introduced on Jan 1st. 2008. Currency redenominated by 1000. Some values are rounded by the F.T.
The exchange rates printed in this table are also available on the internet at http://www.FT.com/marketsdata
Euro Locking Rates: Austrian Schilling 13.7603, Belgium/Luxembourg Franc 40.3399, Cyprus 0.585274, Finnish Markka 5.94572, French Franc 6.55957, German Mark 1.95583, Greek Drachma
340.75, Irish Punt 0.787564, Italian Lira1936.27, Malta 0.4293, Netherlands Guilder 2.20371, Portuguese Escudo 200.482, Slovenia Tolar 239.64, Spanish Peseta 166.386

Argentina	 (Peso)	 3.8405	 0.0018	 5.6185	 -0.0211	 6.0991	 -0.0216
Australia	 (A$)	 1.1515	 -0.0034	 1.6847	 -0.0120	 1.8288	 -0.0127
Bahrain	 (Dinar)	 0.3770	 -	 0.5516	 -0.0023	 0.5987	 -0.0024
Bolivia	 (Boliviano)	 7.0200	 -	 10.2699	 -0.0432	 11.1485	 -0.0446
Brazil	 (R$)	 1.7909	 -0.0083	 2.6200	 -0.0231	 2.8441	 -0.0245
Canada	 (C$)	 1.0910	 0.0021	 1.5961	 -0.0036	 1.7326	 -0.0036
Chile (Peso)	 545.550	 1.4000	 798.112	 -1.2984	 866.388	 -1.2320
China	 (Yuan)	 6.8275	 -0.0007	 9.9883	 -0.0430	 10.8428	 -0.0444
Colombia	 (Peso)	 1924.40	 -0.7500	 2815.30	 -12.9370	 3056.14	 -13.4159
Costa Rica	 (Colon)	 586.720	 0.2100	 858.343	 -3.3001	 931.771	 -3.3910
Czech Rep.	 (Koruna)	 17.2460	 0.0923	 25.2300	 0.0295	 27.3884	 0.0376
Denmark	 (DKr)	 5.0879	 0.0225	 7.4433	 0.0018	 8.0800	 0.0035
Egypt	 (Egypt £)	 5.4991	 -0.0041	 8.0449	 -0.0399	 8.7332	 -0.0414
Estonia	 (Kroon)	 10.6952	 0.0447	 15.6465	 -	 16.9850	 0.0035
Hong Kong	 (HK$)	 7.7501	 -0.0003	 11.3380	 -0.0481	 12.3079	 -0.0497
Hungary	 (Forint)	 184.507	 1.2183	 269.925	 0.6550	 293.016	 0.7707
India (Rs)	 47.9700	 -	 70.1777	 -0.2951	 76.1812	 -0.3046
Indonesia	 (Rupiah)	 9705.00	 50.0000	 14197.9	 13.7698	 15412.5	 18.0965
Iran	 (Rial)	 9915.00	 36.0000	 14505.1	 -8.0896	 15746.0	 -5.5601
Israel	 (Shk)	 3.7585	 -0.0067	 5.4985	 -0.0331	 5.9689	 -0.0347
Japan	 (Y)	 89.4700	 -0.4600	 130.890	 -1.2260	 142.087	 -1.3016

One Month	 	 89.4512	 -0.0003	 130.860	 -0.0002	 142.043	 0.0002
Three Month	 	 89.4171	 0.0001	 130.804	 0.0058	 141.989	 0.0027
One Year	 	 88.9960	 0.0008	 130.200	 0.0213	 141.366	 0.0509

Kenya	 (Shilling)	 75.6500	 0.7500	 110.672	 0.6366	 120.140	 0.7154
Kuwait	 (Dinar)	 0.2867	 0.0001	 0.4194	 -0.0016	 0.4553	 -0.0017
Malaysia	 (M$)	 3.4800	 0.0090	 5.0911	 -0.0082	 5.5266	 -0.0077
Mexico	 (New Peso)	 13.5093	 -0.0008	 19.7634	 -0.0842	 21.4541	 -0.0870
New Zealand	 (NZ$)	 1.3958	 0.0003	 2.0420	 -0.0081	 2.2167	 -0.0084
Nigeria	 (Naira)	 151.650	 0.5000	 221.856	 -0.1981	 240.835	 -0.1658
Norway	 (NKr)	 5.8264	 0.0271	 8.5238	 0.0041	 9.2530	 0.0064
Pakistan	 (Rupee)	 83.0200	 0.0550	 121.454	 -0.4298	 131.844	 -0.4395
Peru	 (New Sol)	 2.8800	 0.0005	 4.2133	 -0.0170	 4.5738	 -0.0175
Philippines	 (Peso)	 47.6300	 0.3150	 69.6803	 0.1698	 75.6412	 0.1997

Poland	 (Zloty)	 2.8671	 0.0054	 4.1945	 -0.0097	 4.5533	 -0.0095
Romania	 (New Leu)	 2.8731	 0.0127	 4.2032	 0.0010	 4.5628	 0.0019
Russia	 (Rouble)	 30.1232	 0.0052	 44.0688	 -0.1775	 47.8387	 -0.1829
Saudi Arabia	 (SR)	 3.7503	 -	 5.4864	 -0.0231	 5.9558	 -0.0238
Singapore	 (S$)	 1.4187	 0.0038	 2.0755	 -0.0032	 2.2531	 -0.0029
South Africa	 ( R)	 7.4035	 -0.0190	 10.8310	 -0.0735	 11.7575	 -0.0773
South Korea	 (Won)	 1196.00	 9.9000	 1749.69	 7.1887	 1899.37	 8.1904
Sweden	 (SKr)	 6.9742	 0.0378	 10.2029	 0.0127	 11.0758	 0.0160
Switzerland	 (SFr)	 1.0315	 0.0036	 1.5091	 -0.0010	 1.6382	 -0.0006
Taiwan	 (T$)	 32.4695	 0.0445	 47.5013	 -0.1344	 51.5649	 -0.1352
Thailand	 (Bt)	 33.5950	 -0.0200	 49.1478	 -0.2360	 53.3523	 -0.2452
Tunisia	 (Dinar)	 1.2952	 0.0030	 1.8948	 -0.0036	 2.0569	 -0.0035
Turkey	 (Lira)	 1.4904	 0.0047	 2.1804	 -0.0023	 2.3669	 -0.0019
U A E	 (Dirham)	 3.6731	 -	 5.3735	 -0.0225	 5.8332	 -0.0233
UK (0.6297)*	 (£)	 1.5881	 -0.0064	 0.9212	 -0.0002	 -	 -

One Month	 	 1.5879	 0.0000	 0.9213	 -	 -	 -
Three Month	 	 1.5879	 0.0000	 0.9212	 0.0000	 -	 -
One Year	 	 1.5885	 0.0005	 0.9210	 -0.0002	 -	 -

Ukraine	 (Hrywnja)	 8.4500	 0.0250	 12.3620	 12.3620	 13.4195	 -0.0137
Uruguay	 (Peso)	 21.6500	 -0.0500	 31.6729	 31.6729	 34.3824	 -0.2173
USA	 ($) -	 -	 1.4630	 -0.0061	 1.5881	 -0.0064

One Month	 	 -	 -	 1.4629	 -	 1.5879	 0.0000
Three Month	 	 -	 -	 1.4629	 0.0001	 1.5879	 0.0000
One Year	 -	 -	 1.4630	 0.0002	 1.5885	 0.0005

Venezuela †	(Bolivar Fuerte)	 2.1473	 -	 3.1414	 -0.0132	 3.4101	 -0.0137
Vietnam	 (Dong)	 17842.0	 5.0000	 26102.0	 -102.384	 28334.9	 -105.325

Euro (0.6836)*	 (Euro)	 1.4630	 -0.0061	 -	 -	 1.0856	 0.0003
One Month	 	 1.4629	 -	 -	 -	 1.0855	 -
Three Month	 	 1.4629	 0.0001	 -	 -	 1.0855	 0.0000
One Year	 	 1.4630	 0.0002	 -	 -	 1.0858	 0.0002

SDR -	 0.6326	 0.0008	 0.9254	 -0.0027	 1.0046	 -0.0027
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Stronger crude
offers support
to sector
By Javier Blas

Commodities prices consoli-
dated yesterday, reversing
some of last week’s near-
6 per cent drop, supported
by a stronger oil market.

Traders were nonetheless,
cautious amid mixed sig-
nals about the strength of
the economic recovery.

“It is normal for correc-
tive setbacks to appear in
rising trends,” said Olivier
Jakob, of Swiss-based con-
sultancy Petromatrix.

At the close , Nymex
November West Texas
Intermediate oil rose 82
cents $66.84 a barrel. ICE
November Brent rose 43
cents to $65.54 a barrel.

Traders noted that West
Texas Intermediate prices
were able to move above
the technically important
100-day moving average
after briefly breaking the
key support level last week.

Although oil prices are
well below last month’s
peak of $75 a barrel, they
remain firmly in the $60-
$75 range that has been in
place since May, traders
said.

In the short-term, traders
added that oil prices would
be under pressure after a
shift in the structure of the
petroleum market triggered
the offloading of crude oil
held in floating storage, cre-
ating a jump in crude arriv-
ing at coastal refineries.

Oil traders are keeping an
eye on Iran, the world’s
fourth-largest oil exporter,
after Tehran test-fired a
long-range missile in a
move seen as provocative
just days before Tehran is
due to meet western powers.

Traders watch Iran’s
moves amid concerns that
Tehran could cut off crude
supplies.

In the past, the market
has rallied because those
worries, but Ed Meir, of bro-
kerage MF Global in New
York, said this time there
was “a bit of spare capacity
in the system, so there is no
screaming need for Iran’s
oil”.

In other energy markets,
Nymex October natural gas
fell almost 5 per cent to
$3.789 per million British
thermal unit. The October
contract was set to expire
at the close of the business
yesterday and the Nymex
November gas contract
traded at $4.839 per mBtu.

Base metals were mixed
amid thin trade. On the
London Metal Exchange,
copper for delivery in three
months dropped 0.1 per cent
to $5,996 a tonne, having
earlier touched a one-month
low of $5,855 a tonne.
Aluminium rose 1.1 per

cent to $1,833 a tonne while
lead rose 0.5 per cent to

$2,205 a tonne. Nickel lost
0.9 per cent to $1,880 a
tonne.
Gold prices struggled to

find direction yesterday, the
first trading day of the new
Central Banks Gold Agree-
ment, which caps gold sales
from official reserves.

The third CBGA pact,
which will run until Sep-
tember 2014, will limit gold
sales to 400 tonnes a year,
down from 500 tonnes from
2004-2009 pact. The first
CBGA was signed in 1999.

Spot gold in London rose
to $995 a troy ounce, up 0.4
per cent from New York’s
last quote on Friday.

In other commodities
markets, sugar prices rose
on the back of lower esti-
mates for output in Brazil,
the world’s largest pro-
ducer. ICE October raw
sugar rose 4.1 per cent to
22.48 cents a pound while
the most active ICE March
2010 contract surged to
23.98 cents a pound.
Cocoa prices hit a fresh

peak amid worries of a low
crop in Ivory Coast, the
world’s largest producer. In
London, the benchmark
Liffe second-front month
contract rose to £2,080 a
tonne, the highest level
since early 1985.

COMMODITIES

Energy                                                        Price*          Change

Sources: †  NYMEX,  ‡  ECX/ICE,  CBOT,  
NYSE Liffe,    NYBOT,   CME,   LME/

London Metal Exchange. * $ unless otherwise 
stated. London Closing prices.

Agricultural & Cattle Futures

Precious Metals (PM London Fix)

Base Metals ( LME 3 Month)

WTI Crude Oil † Nov 66.84 0.82
Brent Crude Oil ‡ Nov 65.54 0.43
RBOB Gasoline † Oct 1.6380 +0.0175
Heating Oil † Oct 1.6909 +0.0138
Natural Gas † Oct 3.729 -0.256
Ethanol Oct 1.722 +0.043
Uranium 46.00 nc
Carbon Emissions ‡ Sep €13.44 +0.38
Diesel (French)  547.25 +8.25
Unleaded (95R)  577.50 -24.50
globalCOAL RB Index  59.86 -0.06

Aluminium 1791.00 -35.50
Aluminium Alloy  1640.00 -50.00
Copper 5900.00 -80.00
Lead 2173.00 -20.00
Nickel 16600.00 -445.00
Tin 14300.00 -100.00
Zinc 1862.00 -20.00

Gold 991.75 +0.25
Silver 1591.00 -29.00
Platinum 1272.50 -8.50
Palladium 287.00 -6.00

Corn Dec 338.75 +4.75
Wheat Dec 455.75 +6.00
Soyabeans Nov 919.50 -6.50
Soyabeans Meal Oct 288.50 -0.70
Cocoa Dec £2049 +14
Cocoa Dec 3.085 +0
Coffee (Robusta) Sep 1390 nc
Coffee (Arabica) Dec 127.15 -0.55
White Sugar Dec 593.50 +15.80
Sugar 11 Oct 22.65 +1.06
Cotton Oct 61.50 +0.90
Orange Juice Nov 90.75 -0.15
Palm Oil Oct09      670.00 -10.00
Live Cattle Oct 86.100 +0.050
Feeder Cattle Oct 96.450 -0.150
Lean Hogs Oct 49.875 -0.075
Frozen Pork Bellies Feb 82.700 +2.000
Baltic Dry Index  2192 +9

	 % Chg	 % Chg
Mnth	 Year

S&P GSCI Spt	 440.92	 -4.3	 -32.9
DJ UBS Spt	 123.37	 -2.5	 -30.2
R/J CRB TR	 250.13	 -2.2	 -31.1
Rogers RICIX TR	 2837.88	 -4.4	 -36.8
M Lynch MLCX Spt	 369.87	 -5.5	 -26.7
UBS B’berg CMCI TR	 1000.20	 -3.2	 -
LEBA EUA Carbon	 13.07	 -13.8	 -46.7
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Dollar gains ground on haven buying

By Peter Garnham

The dollar advanced yester-
day as caution over the
prospects for global growth
boosted haven demand for
the US currency.

Analysts said investors
were digesting increasing
evidence of a reduction in
liquidity provision by world
central banks that would be
followed by the phasing out
of asset purchase pro-
grammes and the beginning
of interest rate tightening
cycles.

“While liquidity injec-
tions had been scaled back
since early this summer,
markets are only now
beginning to appreciate this
new reality,” said Michael
Hart, of Citigroup.

He said that, with the

recovery in asset markets
and the real economy still
appearing tenuous, inves-
tors remained apprehensive
of such steps.

He said asset markets
would face important tests,
with the chance that, as
liquidity was reined in,
bond markets could experi-
ence sharp sell-offs, provid-
ing for a sharp rise in yields
that could prompt some
currency realignment.

Mr Hart said he believed
that the US Federal Reserve
would be ahead of its peers
at other leading central
banks both in terms of exit-
ing its quantitative and
credit easing programmes
and in terms of tightening
monetary policy.

“This should support the
dollar both in the near term
as markets grapple with the
new liquidity reality and in

the medium term when tra-
ditional [cyclical drivers]
are likely to support dollar
outperformance on the back
of a sharper recovery than
elsewhere,” he said

The dollar index, which
tracks its progress against a
basket of six leading cur-
rencies, rose to a two-week
high of 77.255.

Late in New York, the
dollar was up 0.6 per cent to
$1.4598 against the euro, 0.5
per cent to $1.5865 against
the pound and 0.6 per cent
to SFr1.0339 against the
Swiss franc.

Meanwhile, the yen rose
to an eight-month high of
Y88.22 against the dollar
after traders took com-
ments from Hirohisa Fujii,
Japan finance minister, to
mean that Tokyo was com-
fortable with recent yen
rises.

The yen rose sharply
after Mr Fujii said recent
dollar/yen moves were not
abnormal and that it would
be a mistake to artificially
influence FX rates.

But the yen pared gains
later in the session after Mr
Fujii appeared to backtrack,
saying he had never said he
would not act in the face of
a rise in the yen.

The yen eased to stand at
Y89.73 against the dollar,
about flat on the session,
but climbed 0.6 per cent to
Y130.94 against the euro
and 0.5 per cent to Y142.27
against the pound.

Meanwhile, the pound
remained under pressure
following last week’s com-
ments from Mervyn King,
governor of the Bank of
England, that a weak pound
was “helpful” in rebalanc-
ing the UK economy.
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Brighter outlook revitalises
S Korea’s appetite for IPOs

South Korean companies
are returning for new
equity listings as the mar-
ket opens up after a two-
year hiatus caused by the
global financial crisis.

In recent months, a grow-
ing number of companies
have revived initial public
offerings, spurred on by an
improvement in the coun-
try’s economic outlook and
a pick-up in the stock mar-
ket since the low of 1,197.46
at the end of March.

South Korea’s benchmark
Kospi index has risen 49 per
cent since the start of the
year, closing yesterday at
1,675.55.

“Many companies are
now coming to the market
after long delays as they
can get proper valuations
amid improving market
conditions,” according to
Sung Ahn, a director of
Korea Investment Banking
at Citigroup Global Markets
Securities.

“Market conditions are
ripe for IPOs as liquidity is

high and risk-taking appe-
tite is increasing,” he said.

“Funds are looking for
the right investment targets
as cash has been building
up.”

At the end of last week,
Posco Engineering & Con-
struction, a unit of steel
giant Posco, said it planned
to raise up to $912m
next month in what would
be the country’s biggest IPO
in three years.

Tong Yang Life Insurance
is set to raise about $319m
this week and Jinro, maker
of Korea’s popular Soju rice
wine, plans to raise about
$549m next week.

SK C&C, the technology

outsourcing unit of SK
Group, is also set to go pub-
lic in November.

Asian companies have
been the most active issuers
in the global the IPO mar-
ket this year.

Chinese corporates have
accounted for the biggest
proportion by far of new
issues.

China State Construction
Engineering’s $7.3bn listing
in July was the largest IPO
this year, while last week’s
$1bn Nasdaq listing by
Shanda Games, China’s
leading online gaming
group, was the US’s largest
IPO in 2009.

Bankers say that, while

most of the action in Asia
may have been focused on
China and Hong Kong,
there is a significant
amount of pent-up demand
from South Korean compa-
nies to list.

Many are looking to
improve their financial sta-
tus by paying back debts
and raising funds to
expand.

“Investors have a gener-
ally positive view of the
Korean market as its
economy recovered fastest
among developed nations
and its leading companies
strengthened competitive-
ness despite the economic
crisis,” Mr Ahn said.

More South Korean busi-
nesses are expected to come
to the market as the gov-
ernment accelerates its
efforts to privatise state-run
companies.

Hanwha Group plans to
list its life insurance unit,
Korea Life Insurance, next
year.

Meanwhile, state-run
Korea District Heating Corp
is set to raise about $95m
from an IPO next month
and Korea Power Engineer-
ing Company is planning to
float about 7.6m shares in
October.

Incheon International Air-
port Company is also
expected to pursue a
listing.

News analysis
There is pent­up
demand to list and
also to improve
financial status,
writes Song Jung­a

Istanbul and
Athens bourses
form joint index
By Delphine Strauss
in Ankara

The Athens and Istanbul
stock exchanges yesterday
launched a joint equities
index designed to make
cross-border trading easier
and encourage portfolio
investment.

The idea was conceived
almost a decade ago as
Greece and Turkey set
aside long-held enmities
and sought greater eco-
nomic co-operation. Now,
their air forces may still
tangle in mock dogfights
over the Aegean, but busi-
ness ties are much
smoother.

The Greece & Turkey 30
(GT30) index will include 15
of the biggest and most liq-
uid stocks from each mar-
ket, ranging from banks to
brewers and toy manufac-
turing. It will be calculated
and maintained by the
index compiler STOXX Lim-
ited. Both exchanges have
sought to develop links
with others in the region to
broaden their base of inves-
tors, given declining
demand for stocks in
Greece and a long-standing
focus on government bonds
among Turkish investors.

The index will be calcu-
lated in euros and Turkish

lira, and will be used as a
basis for exchange-traded
funds and derivatives.

The National Bank of
Greece and Turkey’s Fin-
ansbank are likely to be the
first to launch products
based on the index. NBG’s
acquisition of a controlling
stake in Finansbank in 2006
remains one of the most
prominent Greek-Turkish
tie-ups.

Finans Portföy, the asset
manager wholly owned by
Finansbank, said it planned
to launch an exchange-
traded fund based on the
GT30, although it had not
yet made a legal applica-
tion. Licensing formalities
at Istanbul’s exchange usu-
ally take two to three
months. NBG is understood
to be considering a similar
ETF in Athens. Banks
accounted for almost 50 per
cent of the market capitali-
sation of the 30 stocks listed
yesterday, although the
number of banks included
will be limited to four from
each country.

Hüseyin Erkan, the Istan-
bul Stock Exchange’s chair-
man and chief executive,
said the GT30 would “add
visibility to both markets”
and extend the range
of products for portfolio
investors.

South Korean equities surge from March lows

Source: Thomson Reuters Datastream
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The term emerging markets is obsolete. They
represent half of the world’s economy; their
financial markets are large and liquid, with
volatility, corporate governance and
government policies very similar to those of
developed markets. The traditional distinctions
between emerging and developed markets,
once pronounced, have disappeared.

Because of their high growth rates,
emerging markets are now too large to be
ignored. On a purchasing power parity basis,
China’s gross domestic product is larger than
Japan’s, India’s is larger than Germany’s and
Russia’s is larger than the UK’s. The BRICs
(Brazil, Russia, India and China) are as large
as developed Europe. Surprisingly, the rest of
the emerging markets (ex-BRICs) collectively
command a greater share of the global
economy than the US.

Even though emerging markets have very
large economies, the common misconception is
that they have fairly small, illiquid and
volatile financial markets. This is definitely
not the case.
Because of faster
economic growth,
the out-
performance of
their financial
markets in the
past decade and
the fact that many
private and
government-owned
companies have
recently been
publicly listed, the
market
capitalisation of
emerging markets has grown considerably and
in total now represents 30 per cent of world
market capitalisation, as much as the US.
China now has a larger market cap than
Japan. South Korea and Taiwan, two
emerging industrial powerhouses, together
have a larger market cap than Germany, and
Brazil has a larger market than Australia.

Liquidity in these markets has also
increased dramatically in recent years. So far
in 2009, Chinese exchanges have traded more
than the NYSE, South Korea more than
France and India more than Canada.

Another argument against emerging markets
is that they are too volatile and have
unstable, unpredictable governments that
leave them susceptible to coups or revolutions.
In reality, however, volatility levels in
emerging markets now nearly match those in
developed markets. Even in the extreme
market environment of 2008, emerging
markets and developed market volatilities
were very similar. So in terms of size,
liquidity and volatility, emerging markets are
on a par with developed markets and should
not be discriminated against because of
antiquated notions around these criteria.

Another popular knock against emerging
markets is their reputation for poor corporate
governance and less market-friendly
government policies.

These criticisms are no longer warranted.
Not only have emerging markets risen to
higher corporate governance standards, but
developed markets’ aura of quality in this
area has also diminished considerably. Enron,
Parmalat, WorldCom and Countrywide
represent only a
handful of
examples in this
regard.

Further, while
the west lectured
Asia and Latin
America in the
1990s on
government policy
best practices, the
reverse is
occurring now as
the US and
Europe create a
striking display of
inconsistent and erratic policies often
favouring special interests. The handling of,
and policies surrounding, Lehman Brothers,
Railtrack, GM, Fannie Mae, Northern Rock
and Opel are just some recent case studies to
ponder.

There is, however, one measure that
highlights a clear and continuing distinction
between emerging and developed markets:
growth.

In the period 2003-2009, sales for “Emerging
Markets, Inc” (an aggregation of publicly
traded companies in emerging markets) grew
11 per cent annually versus 5 per cent for
“World, Inc”.

We believe that this differential in growth
will continue for three main reasons: the
differentials in GDP and population growth
will be maintained for the foreseeable
future; many emerging markets’ basic needs
have not yet been met, so starting from a
lower base, consumption and investments will
continue to grow faster; and from a risk
standpoint their companies were and continue
to be less leveraged, with higher interest
coverage ratios than those in developed
markets.

In fact their coverage ratios have improved
significantly as interest rates in emerging
markets have come down dramatically.

Emerging markets should matter a great
deal for all investors, now and for the rest of
our investing lives. Yet today they still
represent only 12 per cent of the MSCI All
Country World Index, while representing 30
per cent of the world’s market capitalisation,
50 per cent of the world’s economy and the
world’s best growth prospects. Investors
focusing on benchmarks will miss this
opportunity.

The end of emerging markets is here.
Investors who don’t catch on to this reality
risk being left behind.
The writer is founder and chief investment

officer of Everest Capital
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Why the phrase
emerging
markets no
longer applies

Dax boosted by Merkel victory
By Farah Halime

Germany equities led Euro-
pean bourses higher yester-
day after Chancellor Angela
Merkel’s Christian Demo-
cratic Union (CDU) and her
Free Democratic allies
gained a majority in parlia-
ment on Sunday.

There was a particularly
strong performance from
the German utility sector.
Eon, the power generator,

was among the top movers
rising 4.5 per cent to €29.48,
while rival RWE jumped 4.2
per cent to €64.80, on expec-
tations that the victory of
the conservative-liberal alli-
ance would mean that the
existing nuclear energy net-
works of both companies

would be granted exten-
sions to their life-spans.

“Investors are in jovial
spirits and this is evident in

trading in Germany,” said
Joshua Raymond, market
strategist at City Index.

But analysts at Credit
Suisse remained cautious
saying there was a risk of
disappointment over the
extent to which the nuclear
life-spans were extended.

The gains helped the
Xetra Dax index rise 2.8 per
cent to 5,736.31, outperform-
ing the wider pan-European
FTSE Eurofirst 300, which
climbed 1.8 per cent to
1,001.42.

Sentiment throughout
Europe was helped by a
burst of takeover activity in
the US, which led to a
strong performance on Wall
Street. France’s CAC 40 was
up 2.3 per cent to 3,825.
Deutsche Börse fell,

despite the prospect of its

first new listing since June
2008. Chinese mobile data-
card manufacturer Vtion
Wireless technology AG
will issue up to 4.5m shares
on the exchange on Thurs-
day. Shares in Deutsche
Börse fell 0.5 per cent to
€53.19.
Metro, Germany’s largest

retailer, climbed 3.2 per
cent to €38.30 after Merrill
Lynch upgraded the com-
pany to “buy” from “hold”.

In France, Crédit Agricole
rose 2.6 per cent to €14.33,
Société Générale gained 4.7
per cent at €55.45 and BNP
Paribas’ shares went up 2.2
per cent to €56.57.

Resource stocks reversed
their early morning losses
with French miner Eramet
adding 3.9 per cent to
€234.35.
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