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Brandes Investment Partners  
Emerging Markets Equity Strategy Notes  
Second Quarter 2025 (1 April – 30 June 2025) 

The Brandes Emerging Markets Equity Strategy returned 17.09% gross of fees, outperforming its benchmark, the MSCI 
Emerging Markets Index, which was up 11.99% in the quarter, and the MSCI Emerging Markets Value Index, which 
gained 10.02%.  
 
Positive Contributors 
Holdings in technology, financials, and communication services led performance.  
 
Taiwanese server manufacturer Wiwynn Corporation rallied as its investments in next-generation hyperscale data 
centers benefited from robust demand for AI infrastructure. Taiwan Semiconductor Manufacturing Company (TSMC) 
also helped returns as its leadership in advanced chip manufacturing and central role in AI-related demand drove 
positive investor sentiment and earnings momentum. Meanwhile, Chinese online gaming company NetEase 
rebounded as regulatory concerns eased and monetisation of new game titles accelerated. 
 
Within financials, Georgia-based TBC Bank Group maintained strong loan growth and profitability amid a resilient 
macroeconomic environment. Similarly, South Korean Hana Financial Group rose on solid earnings and improved 
investor sentiment toward Korean financials in general.  
 
Other notable contributors included Brazil-based wireless telecom provider TIM S.A., which advanced as its subscriber 
base grew, its revenue continued to grow above inflation, and its margins strengthened. 
 
Performance Detractors 
Several holdings in China detracted from performance. Alibaba declined due to concerns about the pace of consumer 
recovery in China and overall negative sentiment toward ADRs (American depository receipts). Haier Smart Home 
faced challenges from a sluggish housing market, margin compression in its appliance segment, and concerns over 
U.S. tariffs. Meanwhile, pricing pressure and heightened competition in parcel delivery weighed on logistics company 
ZTO Express.   
 
Brazil-based integrated oil firm Petrobras also hurt returns as it dealt with falling oil prices and political uncertainty. 
Additionally, Singapore-based agribusiness Wilmar International declined on lower palm oil prices and foreign 
exchange-related headwinds.  
 
Select Activity in the Quarter 
We initiated a position in South Korea-based Hankook Tire & Technology.  
 
Hankook Tire & Technology, Korea’s largest tire manufacturer and the seventh largest globally, focuses on passenger 
and light-duty vehicle tires. Hankook is considered a second-tier player in the industry, producing good quality tires 
that sell at a discount to the products of first-tier players. In the last few years, Hankook has been able to modestly 
increase its market share in both the original equipment and replacement markets. Hankook’s share price came under 
pressure over the past year, largely due to capital allocation concerns. Hankook, a longtime shareholder of auto 
components supplier Hanon Systems, increased its stake from 20% to a controlling interest over 50% at a significant 
premium to Hanon’s share price in 2024. While we agree that the transaction was value destructive, we believe the 
market has overreacted to the news and undervalued the earnings power of the business.  
 
We appreciate that Hankook maintains a strong, net-cash balance sheet following the Hanon Systems transaction. 
Additionally, the majority of demand for Hankook’s tires is for replacement tires versus new vehicle tires, which, 
although somewhat cyclical in nature, positions Hankook more defensively. The company has also been making 
investments to gain market share in the U.S. and Europe, and it has a competitive offering in electric vehicle (EV) tires. 
EVs require more advanced tires, which are sold at a premium and can have a shorter replacement cycle. At its current 
valuation, Hankook offers a compelling investment opportunity to us.  
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In addition to initiating a position in Hankook, we exited our positions in China-based NetEase and India-based Indus 
Towers after the shares appreciated to our estimates of their intrinsic value.  
 
Year-to-Date Briefing 
The Brandes Emerging Markets Equity Strategy rose 23.10% gross of fees, outperforming its benchmark, the MSCI 
Emerging Markets Index, which appreciated 15.27% in the six months ended 30 June 2025, and the MSCI Emerging 
Markets Value Index which rose 14.77%.  
 
Holdings in Brazil were strong drivers of performance, led by regional jet manufacturer Embraer, wireless telecom 
services provider TIM S.A., and retailer Sendas Distribuidora. On a sector/industry basis, holdings in information 
technology and banks did well. Standout contributors included Samsung Electronics, SK Hynix, and Taiwan 
Semiconductor Manufacturing Company, as well as Erste Group Bank and Hana Financial Group. Additionally, our 
underweight to India aided relative returns.  
 
Major detractors included select China-domiciled companies, specifically China Education Group, ZTO Express, and 
Haier Smart Home. Hong Kong-listed semiconductor company ASMPT and Indonesian tobacco business Gudang 
Garam also performed poorly.  
 
Current Positioning  
The portfolio maintains a significant overweight in Latin America, with diversified investments in telecommunications, 
utilities, energy, and real estate. It continues to have lower allocations to India and Taiwan relative to the benchmark. 
We also remain underweight China, where we have limited exposure to exporters and maintain positions in 
businesses that focus on domestic consumption.  
 
Tariffs dominated the quarter’s headlines following U.S. President Trump’s “Liberation Day” announcement in early 
April and subsequent bilateral trade negotiations. Overall, while tariffs and trade tensions present challenges, we 
believe the portfolio—with its focus on domestic consumption, strong governance, and balance sheet strength—is 
strategically positioned to manage risks and capitalise on opportunities.  
 
We continue to find compelling value in select businesses in Mexico, where market concerns around tariffs persist. 
The majority of our exposure in Mexico centers on domestic consumption through holdings in leading businesses 
such as consumer products company Kimberly-Clark de Mexico, real estate investment trust Fibra Uno, and grocer 
Walmex.  
 
We remain comfortable with the risk/reward tradeoff that our holdings offer and optimistic about the long-term 
prospects of the Brandes Emerging Markets Equity Strategy.  
 
 
For term definitions, please refer to https://www.brandes.com/termdefinitions 

The MSCI Emerging Markets Index with net dividends captures large and mid cap representation of emerging market countries.  

The MSCI Emerging Markets Value Index with gross dividends captures large and mid cap securities exhibiting value style characteristics, defined using book value to 
price, 12-month forward earnings to price, and dividend yield.  

MSCI has not approved, reviewed or produced this report, makes no express or implied warranties or representations and is not liable whatsoever for any data in the 
report. You may not redistribute the MSCI data or use it as a basis for other indices or investment products.  

The foregoing Quarterly Commentary reflects the thoughts and opinions of Brandes exclusively and is subject to change without notice. The information provided in 
the commentary should not be considered a recommendation to purchase or sell any particular security. It should not be assumed that any security transactions, 
holdings or sectors discussed were or will be profitable, or that the investment recommendations or decisions we make in the future will be profitable or will equal the 
investment performance discussed herein. International and emerging markets investing is subject to certain risks such as currency fluctuation and social and 
political changes; such risks may result in greater share price volatility. There is no assurance that any securities discussed herein will remain in an account’s 
portfolio at the time you receive this report or that the securities sold have not been repurchased. The actual characteristics with respect to any particular account will 
vary based on a number of factors including but not limited to: (i) the size of the account; (ii) investment restrictions applicable to the account, if any; and (iii) market 
exigencies at the time of investment. Unlike bonds issued or guaranteed by the U.S. government or its agencies, stocks and other bonds are not backed by the full 
faith and credit of the United States. Stock and bond prices will experience market fluctuations. Please note that the value of government securities and bonds in 
general have an inverse relationship to interest rates. Bonds carry the risk of default, or the risk that an issuer will be unable to make income or principal payment. 
There is no assurance that private guarantors or insurers will meet their obligations. The credit quality of the investments in the portfolio is not a guarantee of the 
safety or stability of the portfolio. Investments in Asset Backed and Mortgage Backed Securities include additional risks that investors should be aware of such as 
credit risk, prepayment risk, possible illiquidity and default, as well as increased susceptibility to adverse economic developments. Securities of small companies 
generally experience more volatility than mid and large sized companies. Although the statements of fact and data in this report have been obtained from, and are 
based upon, sources that are believed to be reliable, we cannot guarantee their accuracy, and any such information may be incomplete or condensed. Strategies 
discussed are subject to change at any time by the investment manager in its discretion due to market conditions or opportunities. The Brandes investment approach 

https://www.brandes.com/termdefinitions
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tends to result in portfolios that are materially different than their benchmarks with regard to characteristics such as risk, volatility, diversification, and concentration. 
Please note that all indices are unmanaged and are not available for direct investment. Past performance is not a guarantee of future results. No investment strategy 
can assure a profit or protect against loss. Market conditions may impact performance. The performance results presented were achieved in particular market 
conditions which may not be repeated. Moreover, the current market volatility and uncertain regulatory environment may have a negative impact on future 
performance. The margin of safety for any security is defined as the discount of its market price to what the firm believes is the intrinsic value of that security. The 
declaration and payment of shareholder dividends are solely at the discretion of the issuer and are subject to change at any time. 

Ireland/Europe: FOR PROFESSIONAL INVESTOR USE ONLY. Issued by Brandes Investment Partners (Europe) Limited (Brandes Europe), Alexandra House, The 
Sweepstakes, Ballsbridge, Dublin, D04 C7H2, Ireland. Registered in Ireland Number 510203. Authorised and regulated by the Central Bank of Ireland. This report is 
being provided for information purposes only, no representation or warranty is made, whether express or implied as to the accuracy or completeness of the 
information provided. To the fullest extent permitted by law Brandes Europe shall not be liable for any loss or damage suffered by any person as a result of the receipt 
of this report. Recipients of this report should obtain their own professional advice. The distribution of this report may be restricted by law. No action has been or will 
be taken by Brandes Europe to permit the possession or distribution of this report in any jurisdiction where action for that purpose may be required. Accordingly, this 
report may not be used in any jurisdiction except under circumstances that will result in compliance with any applicable laws and regulations. Persons to whom this 
report is communicated should inform themselves about and observe any such restrictions. This information is being issued only to, and/or is directed only at (i) 
persons who have professional experience in matters relating to investments or (ii) are persons falling within Article 49(2)(a) to (d) (“high net worth companies, 
unincorporated associations etc.”) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 or to whom it may otherwise lawfully be 
communicated (all such persons together being referred to as “Relevant Persons”). This communication must not be acted on or relied on by persons who are not 
Relevant Persons. Any investment or investment activity to which this communication relates is available only to Relevant Persons and will be engaged in only with 
Relevant Persons. This report is a confidential communication to, and solely for the use of, the persons to whom it is distributed to by Brandes Europe. 


