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Green pastures in global equity markets and

Synopsis

why they matter

The common theme is that most of the markets doing well are those of resource-rich countries benefiting from the current commodity rally.
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2022 has not been particularly great for equities from the word
go and most major markets have been in the red zone. The
Russia-Ukraine conflict has only made it clearer that there are
few places to hide in the current environment.

But a more careful look shows that there is a category of
countries/markets that have actually done well in spite or
sometimes because of the current turmoil.

A quick country performance snapshot shows that Australia,
Saudi, Canada, Qatar, UAE, and Norway are hitting all-time
highs (ATH) or are within 1-2% of the same. There are some
others (especially those from South America like Brazil, Chile
etc) which may be still away from their All-time highs but have
done very well of late.

The common theme is that most of the markets doing well are
those of resource-rich countries benefiting from the current
commodity rally.

Out of the top 20 performers year-to-date (YTD) meaning since
January 1, 2022, 15 or 75% are emerging markets (EMs) with
Latin America leading the race — Brazil (+37%), Chile (+26%),
Peru (+24%), and Colombia (+23%). Most have natural
resources heavy GDP/ export composition. For instance, Brazil
is a large exporter of iron ore, soyabean & a host of other
agricultural products as well as crude oil/ downstream products.
Nearly half of Peru's exports relate to copper and gold. And so
on.
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Country Market YID  Ukraine 1-Year % from
Invasion ATH

EwzZ Brazil Emerging  36.7%  144%  262%  -39.7%
ECH Chile Emerging  26.0%  172%  -87% | -544%
EPU Peru Emerging 238%  11.6%  139% = -8.7%
IcoL Colombia Emerging  229%  140%  237% | -49.0%
QAT Qatar Emerging 204%  84%  335% | 01%
EZA South Africa Emerging  16.9% 7.2% 140% = -82%
KSA Saudi Arabia Emerging  154%  54%  39.9% | -02%
UAE UAE Emerging  141%  119%  485% | -12%
ARGT  Argentina Emerging  132%  111%  264% | -44%
EIDO Indonesia Emerging  74% 38%  115%  -208%
EWW  Mexico Emerging  64%  108%  241% -162%
EWA Australia Developed  60%  108%  11.1% | -05%
ENOR  Norway Developed  5.3% 101%  142% | -1.7%
EWC Canada Developed ~ 4.7% 88%  208% | -0.5%
EWM Malaysia Emerging  32% 24% 05%  -274%
NGE Nigeria Emerging  12%  -12%  -124% [=i89%
THD Thailand Emerging  0.7% 21%  37%  -163%
EWU United Kingdom  Developed  0.0% 1.8% 113% | -3.5%
TUR Turkey Emerging  0.0% 11.0%  -93% | -67.5%
PGAL  Portugal Developed -03%  7.5% 32%  -217%
EPHE Philippines Emerging  -15%  42%  43%  -245%
GREK  Greece Emerging  -1.6%  -56%  04% | -59.9%
EWH Hong Kong Developed -25%  -25%  -133% -17.2%
EWS Singapore Developed  -2.6% 00%  -58% -120%
SPY United States  Developed  -4.3% 68%  167% | -43%
PIN India Emerging  -48%  45%  128% = -8.0%
Ewp Spain Developed -49%  -0.1%  -48%  -30.0%
EIS Israel Developed  -6.2% 2.5% 170% | -62%
ENZL New Zealand Developed  -6.7% 24%  -108% -226%
EWK Belgium Developed  -6.8% 1.8% 23%  -109%
EWL Switzerland Developed  -7.8% 3.3% 13% = -80%
EW) Japan Developed -7.8%  -05%  -95%  -155%
EWT Taiwan Emerging  -86%  -3.0% 59%  -94%
EWY South Korea Emerging  -9.0% 04%  -179% -248%
ANDX  NDX Developed -92%  72%  156% = -9.6%
EWQ France Developed -104%  -12% 49%  -11.6%
EDEN  Denmark Developed -105%  5.1% 41%  -156%
VNM Vietnam Emerging -11.0%  -3.0% 63%  -21.7%
EPOL  Poland Emerging -119%  7.6% 52%  -36.8%
EWI Italy Developed -123%  -38%  -46%  -351%
EWG Germany Developed -137%  -23%  -116% -195%
GXC China Emerging -141%  -87%  -303% -420%
EWN Netherlands Developed -156%  -05%  -63%  -204%
EFNL Finland Developed -156%  -15%  -94%  -22.6%
ERRL Ireland Developed -158%  -51%  -121% -221%
EWO  Austria Developed -164%  -62%  -02%  -23.6%
EWD Sweden Developed -168%  27%  -76% -181%
EGPT Egypt Emerging -21.0% -13.0% -13.1% [ -68.0%
Source: Yahoo Finance. Data as of 28th March, 2022.

The only developed markets (DMs) making it to the top 20 are Australia (+6%), Norway
(+5.3%), Canada (+4.7%), the UK (+0%), and Portugal (-0.3%) - most of which are large
exporters of commodities. Canada and Norway for example, are significant players in the
energy market, Australia in the ores market.

Although idiosyncratic factors such as political risk premiums along with valuations might play
arole, a look at the sector composition reveals that the exposure to top-performing sectors i.e.
Energy, Materials and Financials is particularly high in these high-performing countries (50-



80%) compared to just 24% for the All Country World Index (ACWI) - a global equity index.
Why does this sector composition matter? Because Energy, Materials and Financials are the
only sectors that have given a positive return this year so far.

Not surprising, given that commodity prices have rallied sharply in the past few months. This
has meant an advantage for resource-rich countries rather than those that rely more on the
manufacturing sector.

Prices for oil, gas, metals, agricultural products etc. have all been zooming. This is good news
for the miners/ producers of these products and bad for the users of these products like those
making consumer staples.

For example, if the prices of metals go up, it increases the cost of manufacturing a car. Similarly
the increase in prices of agriculture oils as well as downstream petrochemical products mean
higher costs for those making consumer staples, from shampoos to food.

On the flip side, the broad global equity index ACWI has the highest allocation to the worst-
performing sectors such as Information Technology (-9.8% YTD) and Consumer Discretionary
(-11.1% YTD) at a combined 34% while exposure of the top performing countries to these
sectors is just 4% on average, thus explaining a large chunk of their outperformance.

In a nutshell, the top performing countries tend to be resource-rich which shows in the high
weightage to Energy and Materials (plus Financials) and have low exposure to technology and
consumer products, the currently laggard industries.
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Peru 84% 2.5% 53.3% 28.1% 0.0% - 71% 5.0% 1.8% - - 1.9%
Saudi Arabia 78% 5.9% 25.5% 46.1% 22% 3.4% 3.4% 1.7% 1.9% 6.8% 0.1% 2.8%
Qatar 69% 8.1% 9.7% 50.8% 3.4% 0.7% 2.0% 15.1% 5.8% 3.9% - -
Colombia 68% 22.8% 5.3% 39.8% 19.0% - 6.4% 3.2% - 1.8% - 14%
Canada 67% 16.8% 12.5% 37.2% 3.6% 0.4% 4.0% 11.6% 0.6% 2.5% 74% 3.1%
Brazil 66% 16.6% 26.5% 22.8% 5.8% 4.2% 8.8% 71% - 2.2% 0.7% 4.9%
Chile 61% 4.1% 33.7% 22.8% 16.8% - 13.5% - 3.0% 2.4% - 3.6%
Norway 56% 24.1% 12.9% 19.3% 1.1% 0.3% 15.8% 11.8% 0.8% 8.8% 44% 0.6%
UAE 49% 2.9% - 46.5% - 0.0% 1.5% 8.3% 11.1% 252% - 3.9%
Mexico 29% - 12.5% 16.7% - 0.6% 28.9% 12.8% 5.6% 21.2% - 1.4%
All Country 24% 44% 5.1% 14.7% 2.8% 11.8% 6.8% 9.6% 2.7% 8.2% 22.1% 11.7%

YTD Performance (ACWI) 23.5% 3.1% 0.6% -1.1% -4.1% -5.1% -6.0% -6.0% -9.8% -9.8% -11.1%
Source: MSC|, Bloomberg. Data as of 28th March, 2022. Performance in USD.

Elsewhere, South Africa, a well-known commaodity producer, especially for precious metals,
is also up 17% YTD while in Asia, despite the carnage in Chinese equities (-14%), Indonesia,
again a natural resource/agricultural commodities rich country, remains the top performer YTD
with a 7.4% gain, followed by Malaysia (+3.2%) and Thailand (+0.7%).

At the bottom of the barrel is Europe with Austria, Sweden, Netherlands, Germany all down
14-17% YTD with 20%+ drawdowns, as the region deals with burgeoning energy and food
costs on the back of the ongoing Russia-Ukraine war. Recent data showed that the Eurozone
economic expectations index plunged by -34.75 points, the largest drop in the 20-year history
of the sentix economic index.
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sentix Economic Index for the Eurozone: current situation and expectations

For now, the markets are reflecting the fact that commodity prices are and continue to be on
the way up. So, depending on whether that constitutes the output or the input for an industry/
sector, it gets reflected in its market performance.

Broadly speaking if you are a commodity producer your margins and profits will go up whereas
if you are a commodity user your margins and profits will go down. In India also, that is a good
framework to use when analyzing sectors and companies.

This same phenomenon is reflected at the country level with commaodity rich countries seeing
a run up in the stock markets even as there is weakness almost everywhere else.

(Disclaimer: The opinions expressed in this column are that of the writer. The facts and opinions expressed here do not reflect the
views of www.economictimes.com.)



