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Recommended % of Global Equity Allocation

Outperform vs. MSCI World

Res: $47.13

Sup: $33.62

Beta: 1.45

Avg Vol: $4.1B

RSI: 49

RRR: 59%

Emerging markets are holding up relatively well on this most recent correction 
largely because energy is strong, which is a big factor for Brazil and China. Energy 
is 14.3% exposure in EEM versus 11.3% for the MSCI world index. Financials, the 
other big exposure for emerging markets are 25% versus about 21% for the 
world, with technology 15% versus 13% and materials 14% versus 8%. Where 
emerging markets have low exposure is on the consumer side, which going 
forward is likely a major source of weakness. The strengthening of the yuan and 
other emerging Asian currencies relative to developed markets and dollars in 
particular will likely be a small factor as well as the fact that we have already seen 
20% correction from the 52-week highs for China and Brazil. If the world goes into 
a double dip recession, it will not likely be as bad as the post Lehman world, but 
emerging markets will likely suffer too to the extent that deleveraging takes 
money out of the markets.   

Emerging Markets Portfolio Strategy: The recommended risk adjusted allocation is 3.1% of 
the underlying ETFs that are outperforming the MSCI Emerging Markets index. EM equities 
are about 5.9% of the global benchmark and growing and should not exceed 10% of a global 
balanced portfolio as volatility is high. Adjusting exposure allows us to emphasis countries 
and regions to help deliver alpha versus MSCI All Capitalization World Index (ACWI). 

Hyperlinks  help buttons give additional detail about the tools used and are provided 
throughout the report; one click will take you to an explanation at www.etfcm.com  

0.6%

0.9%

0.4%

1.2%

EPI FXI

EWW EWZ

TickerTarget Detail

EPI 0.55% India

FXI 0.94% China

EWW0.37% Mexico

EWZ 1.25% Brazil
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 Top Holdings in FXI:     Xinhua China 25
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Trading Cycle  -----

 Top Holdings in EPI:     India  Top Holdings in EWZ:     MSCI Brazil
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1.06 0.97 1.14Beta vs. MSCI Emerging Markets: Beta vs. MSCI Emerging Markets: Beta vs. MSCI Emerging Markets:

Base-Breakout

Res: $44.94

Sup: $36.31

RSI: 55

RRR: 49%

We have seen a breakout from a small 
base in the past month. We suspect it 
leads to a lower high and the bearishly 
slopped trendline off the highs of the 
past two peaks provide resistance 
around $43 over the next few months. 
We are still very concerned about a 
double dip recession pulling China lower. 

While India is likely to be a long-term (in 
multi-years) outperformer, it will have its 
ups and downs with the market and is 
the most likely to make new highs 
ǊŜƭŀǘƛǾŜ ǘƻ ǘƘŜ ƻǘƘŜǊ ƭŀǊƎŜ .wL/Ωǎ όChina, 
Brazil, or Russia). That said, the new 
highs should probably be sold from an 
absolute return perspective. 

An oil led trading rally should lift Brazil 
back towards its declining trendline and 
the flat lining 200-day average around 
$70. We would look to be a seller above 
$70 and would buy small dips until we 
get there with TIGHT stops below recent 
lows. A break would signal a global 
recession is playing out. 

Relative Cycle  ----- Base-Breakout

Res: $26.63

Sup: $18.03

RSI: 57

RRR: 46%

Res: $89.66

Sup: $52.56

RSI: 50

RRR: 64%

Bullish-Trend

Consolidation-Bounce

Base-Buy

Base-BuyRelative Cycle  ----- Relative Cycle  -----

Emerging Markets Portfolio Strategy: The recommended risk adjusted allocation is 3.1% of 
the underlying ETFs that are outperforming the MSCI Emerging Markets index. EM equities 
are about 5.9% of the global benchmark and growing and should not exceed 10% of a global 
balanced portfolio as volatility is high. Adjusting exposure allows us to emphasis countries 
and regions to help deliver alpha versus MSCI All Capitalization World Index (ACWI). 

Hyperlinks  help buttons give additional detail about the tools used and are provided 
throughout the report; one click will take you to an explanation at www.etfcm.com  

TKR WGT
RIL 10.7%

INFO 8.7%
ONGC 6.9%

SBIN 3.6%

TKR WGT
PETR4 10.4%

VALE5 9.4%
PETR3 8.8%

ITUB4 8.4%

TKR WGT
941 10.4%

939 9.2%
1398 8.2%

2628 7.0%

Emerging Markets ETF Strategy 2 of 3



-0.1

0.2

0.4

0.1

0.4

0.6

31

33

35

37

39

41

43

45

47

49

25-Jun 4-Sep 16-Nov 29-Jan 13-Apr 23-Jun

$45.99

-0.4

-0.2

0.1

0.4

-0.1

0.2

0.4

0.7

34

36

38

40

42

44

46

48

50

52

25-Jun 4-Sep 16-Nov 29-Jan 13-Apr 23-Jun

$47.39

0.6

0.9

1.1

0.1

0.4

0.6

0.9

42

47

52

57

62

67

72

25-Jun 4-Sep 16-Nov 29-Jan 13-Apr 23-Jun

$72.17

 Top Holdings in THD:     MSCI Thailand  Top Holdings in EWY:     MSCI South Korea  Top Holdings in IDX:     Indonesia

0.68 1.04 0.98Beta vs. MSCI Emerging Markets:Beta vs. MSCI Emerging Markets:Beta vs. MSCI Emerging Markets:

We expect Indonesia to outperform in 
the long run on a relative basis based on 
good demographics, but near-term risk 
on a currency adjusted basis means 
selling rallies is a better trading strategy.   

The bounce in South Korea was 
remarkably strong; the competition from 
China will be interesting as they once 
again strengthen their currency. This 
should be somewhat beneficial to EWY 
and some of the other SE Asian export 
countries. 

Thailand is one of the most volatile 
places to invest when you consider the 
currency risk and index concentration. 
Nevertheless, it has been amongst the 
best performers in the world off the Ωлф 
low. The fact that civil war could be 
developing in Bangkok, we are surprised 
the index is holding up. 

Res: $53.54

Sup: $29.88

RSI: 44

RRR: 28%

Res: $54.47

Sup: $42.44

RSI: 56

RRR: 58%

Res: $77.15

Sup: $61.84

RSI: 59

RRR: 34%

Trading Cycle  ----- 10-Day MA ----- Bullish-Buy

10-Day MA -----Relative Cycle  ----- Consolidation

Trading Cycle  ----- 10-Day MA ----- Base-Breakout Trading Cycle  ----- 10-Day MA ----- Bullish-Trend

10-Day MA ----- Bullish-TrendRelative Cycle  -----10-Day MA -----Relative Cycle  ----- Consolidation-Bounce

TKR WGT
PTT 11.9%

PTTEP 9.5%
BBL 8.8%

KBANK8.3%

TKR WGT
005930 18.3%

005490 6.1%
005380 4.5%

055550 3.7%

TKR WGT
ASII 8.6%

BBCA 7.3%
TLK 7.2%

BBRI 6.3%
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