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If we go back to the start of 2023 and compare the 
performances of the MSCI EM with MSCI World until today, the 
total returns in both regions are in line. In less than four years 
and in both categories, both markets doubled in USD.  
 
More recently, emerging markets have substantially 
outperformed their developed peers. From the start of 2025 to 
the end of August 2026, the total return of the MSCI EM has 
been double its developed equivalent (MSCI World).1 Is this 
strong performance, both from an absolute and relative point of 
view, sustainable in the near future? To answer this question, we 
focus on the earnings per share in EM. In this context we look at 
both the numerator (earnings) as well as the denominator 
(number of shares), since dilution can significantly distort the 
picture from an EPS point of view. 
 
The numerator: EM earnings growth 
Emerging markets’ earnings have undergone a remarkable 
breakout, with USD EPS growing at a 20% CAGR since April 2024 
(see Figure 2). Earnings growth has exceeded expectations by 
the widest margin since 2000, while the market is forecasting a 
43 percentage points earnings growth advantage for EM over DM 
in 2026. Earnings revisions also remain supportive. 
 
By now the earnings growth story is well-known, but broader 
than the ‘Semi3’, Taiwan Semiconductor (TSMC), Samsung 
Electronics and SK Hynix.2 If we zoom into Korea’s recent 
earnings record, it is remarkable that its EPS estimates have 
been upgraded by 40% (vs. EM EPS seeing 10%). There are also 
signs of broadening of strength beyond technology/memory 
companies into non-tech sectors, such as energy, healthcare, 
industrials, consumer staples and financials. Market leadership 

 
1 MSCI EM at 162.82 vs 132.29 for MSCI World, USD net return based to 100, 
from 1 January 2025 to 31 August 2026 
2 The companies shown here are for illustrative purposes only. No inference 
can be made on the future development of the company. This is not a buy, 
sell, or hold recommendation.  

is expected to gradually shift from memory-driven EPS revisions 
toward improved shareholder returns and broader-sector EPS 
recovery. While a lot of focus is on the tech parts of Korea, there 
has been a steady pickup in Korea non-tech return on equity 
(ROE), catching up toward the non-tech parts of broad EM. 
Undoubtedly ‘Value-Up’ has contributed to this trend over the last 
few years, as illustrated in Figure 1. 
 
Figure 1: Return on Equity in non-tech sectors, Korea versus EM 

 
Source: IBES, MSCI, Datastream, UBS. 

 

-2.0%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

16.0%

18.0%

Q
4 

20
15

Q
2 

20
16

Q
4 

20
16

Q
2 

20
17

Q
4 

20
17

Q
2 

20
18

Q
4 

20
18

Q
2 

20
19

Q
4 

20
19

Q
2 

20
20

Q
4 

20
20

Q
2 

20
21

Q
4 

20
21

Q
2 

20
22

Q
4 

20
22

Q
2 

20
23

Q
4 

20
23

Q
2 

20
24

Q
4 

20
24

Q
2 

20
25

Q
4 

20
25

Korea non-tech ROE EM non-tech ROE

Wim-Hein Pals, Portfolio Manager 

Earnings are what matters for EM 
 

 
The risk factors for emerging markets are very much the same as for developed markets, like 
geopolitics. That leaves earnings as the major comparator for investors aiming to calibrate 
their exposure, and by that measure, we believe EM is justifying the hype. 
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EMERGING MARKETS OUTLOOK  
  

“We have seen a structural shift in net 
issuance, leading to lower earnings 
dilution” 
In general, the outperformance of EM has been driven by its 
robust earnings growth, supported by both top-line growth and 
EBITDA growth. As expected, much of the outperformance came 
from IT, led by Korea and Taiwan, though strength has 
broadened. Emerging Asia remained the regional leader, while 
Latin America and EMEA also exceeded expectations, helped by 
strong results in the energy sector, as geopolitical tensions 
tightened crude and refined-product supply. India reported 
better-than-expected earnings as well, with management teams 
citing resilient domestic demand. In China, the innovation 
complex (AI ecosystem, healthcare) grew strongly, while 
domestic demand exposed areas stayed soft. 
 
Looking ahead to the earnings revisions, we also see broader 
strength, as gains extended beyond IT to energy, materials, 
healthcare, and financials (the second-largest sector in EM). The 
earnings-revisions ratio is near a five-year high in EM, and has 
risen from 0.87 to 1.03, according to data from Bank of America.  
 
The denominator: the number of shares in EM 
The expected earnings pool is one thing; earnings per share is 
another issue, and that was a significant headwind for EM in the 
period 2014-2024. Over the last two years, we have seen the 
increasing strategic importance of share buybacks in EM as a 
means of enhancing shareholder returns and a cushion against 
the drag from dilution in EM equities. Despite 5% compound 
annual growth in total earnings over the last 15 years (in USD), 
EPS growth over the corresponding period has been flat. More 
recently, we have seen a structural shift in net issuance, leading 
to lower earnings dilution. 

Buybacks in vogue* 
Multiple large-scale buybacks have been announced this year. 
For example, SK Hynix announced a USD 30 billion buyback and 
cancelation program, one of the largest shareholder-return 
programs ever announced in Korea. Worth noting is the 
company's apparent willingness to move beyond its previous 
‘less than 50% of free cashflow’ framework toward a far more 
aggressive return policy. The company is expected to pursue 
additional shareholder returns given expectations of record FCF 
generation over the next few years. Samsung Electronics 
formally announced the long-awaited shareholder return policy, 
where it plans to pay a USD 20 billion special dividend and 
guides for a USD 70 billion shareholder return over 2024-2026E. 
 
It is not only some memory companies that are causing the 
change. China has also rolled out market reforms aimed at 
strengthening the governance guardrails in their equity markets 
and protecting investor interests. Latin American markets with 
longstanding listings in the US are already accustomed to DM-
like institutional efficiency in financial markets. Improving 
governance, positioned as value-unlock initiatives and ultimately 
margin-accretive, is one of the key elements supporting the 
argument for a larger allocation to EM equities. To conclude, the 
combination of robust earnings execution on the one hand and 
the broadening of large share-buyback programs on the other, is 
a very powerful one. It structurally supports the outlook for EM 
equities. 
 
 

Figure 2: Aggregate earnings estimates suggest 2027 is set to be another year of higher earnings growth in EM than DM 
 

 
Source: MSCI, IBES, 30 July 2026. 
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 *The companies named on this page are for illustrative purposes only. 
No inference can be made on the future development of the company. 
These are not buy, sell or hold recommendations. 
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Twin surplus status for Milei 
In less than three years, President Milei’s government has 
delivered a large fiscal shock of around 5% of GDP, cut inflation 
from close to 300% y/y to current levels of around 34%, approved 
a flagship incentive regime for large investments (RIGI) that is 
boosting investments in the oil, gas and mining sectors, as well 
as other microeconomic reforms and deregulation. At the same 
time, thanks to a surging trade surplus on the back of oil, gas, 
and grain exports, Argentina is now projected to run a current 
account surplus and has been able to accumulate reserves at a 
strong pace since the beginning of 2026.  
 
Argentina is also on track to run a fiscal surplus for the third 
consecutive year. It will be the only G20 country to run twin 
surpluses in 2026. We believe the combination of high oil prices 
and a well-addressed external debt payment schedule going into 
next year will place Argentina in a more robust position to 
withstand FX shocks going into 2027. In that context, after 
almost a decade of zero exposure, we decided to add positions 
in the country. We are particularly constructive on the banking 
and energy sectors.   

 
Banks 
We see a virtuous cycle unfolding: the replenishment of reserves 
and decreasing inflation are leading to stronger confidence and 
increasing demand for the Argentine peso (ARS). The steady 
ARS has helped tame inflation given the high pass-through in 
Argentina. In this benign environment, interest rate volatility is 
decreasing, credit growth is accelerating, and capital markets are 
expanding. Credit growth and financial deepening are leading to 
further investments, economic dynamism and growth. This is 
underpinned by valuations that appear attractive, with banks 
trading at book values below 1.5x, reflecting relative stress rather 
than optimism. 
 
Energy 
The combination of supportive oil prices, world-class execution, 
competitive costs, fiscal incentives with higher regulatory 
predictability stemming from RIGI, increasing worldwide demand 
for gas and energy, and attractive valuations, make the Argentine 
oil and gas companies an interesting way to gain exposure to the 
sector. That is best reflected in the pace of production growth in 
Vaca Muerta, a shale formation in northern Patagonia. 
 

 
Figure 3: Argentina oil and gas production by source (Kbpd) 

 
Source: Morgan Stanley, 2026 
 
2027 will be a pivotal year 
The main risk to our view would be a change in government at 
the October 2027 election and a subsequent return to past 
policies associated with macroeconomic instability and chronic 
inflation. We are closely watching President Milei’s approval 
rating, the inflation rate and the sluggish growth in labor-
intensive sectors including manufacturing and construction.   
 
We believe the market is currently overestimating risks, 
especially for companies related to the domestic economy, given 
Argentina’s robust position to withstand external shocks and the 
apparent unwillingness of the Argentines to go back to these 
past policies: President Milei’s approval rating is around 38%, 
only slightly lower than at the midterm congressional elections, 
where his party La Libertad Avanza won 41% of the vote versus 
31% for the Peronist coalition. A strong sign supporting the 
thesis. 
 
We, therefore, view those perceived risks as buenas 

oportunidades. 

 
 
 

  
  

 
WHERE WE DIFFER FROM THE MARKET 

Argentina: Reform progress is real 
 

Argentina’s intense economic reform process is on track and we believe the financial and energy 
sectors offer compelling risk-reward, says João Giesta, analyst in Robeco’s EM equities team. 
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Important information – Capital at risk  
This information refers only to general information about 
Robeco Holding B.V. and/or its related, affiliated and 
subsidiary companies (“Robeco”), Robeco's approach, 
strategies and capabilities. This is a marketing 
communication solely intended for professional investors, 
defined as investors qualifying as professional clients, who 
have requested to be treated as professional clients or who 
are authorized to receive such information under any 
applicable laws. Unless otherwise stated, the data and 
information reported is sourced from Robeco, is, to the best 
knowledge of Robeco, accurate at the time of publication and 
comes without any warranties of any kind. Any opinion 
expressed is solely Robeco’s opinion, it is not a factual 
statement, and is subject to change, and in no way 
constitutes investment advice. This document is intended 
only to provide an overview of Robeco's approach and 
strategies. It is not a substitute for a prospectus or any other 
legal document concerning any specific financial instrument. 
The data, information, and opinions contained herein do not 
constitute and, under no circumstances, may be construed as 
an offer or an invitation or a recommendation to make 
investments or divestments or a solicitation to buy, sell, hold 
or subscribe for financial instruments or as financial, legal, 
tax, or investment research advice or as an invitation or to 
make any other use of it. All rights relating to the information 
in this document are and will remain the property of Robeco. 
This document may not be copied or used with the public. No 
part of this document may be reproduced or published in any 
form or by any means without Robeco's prior written 
permission. Robeco Institutional Asset Management B.V. has 
a license as manager of UCITS and AIFs of the Netherlands 
Authority for the Financial Markets in Amsterdam.  
  
Parts of the marketing material may involve the use of AI-
assisted tools to support the creation and review of 
marketing materials. These tools are designed to help ensure 
greater consistency and efficiency. All outcomes are reviewed 
by human evaluators.  
 
US  
This document may be distributed in the US by Robeco 
Institutional Asset Management US, Inc. (“Robeco US”), an 
investment adviser registered with the US Securities and 
Exchange Commission (SEC). Such registration should not be 
interpreted as an endorsement or approval of Robeco US by 
the SEC. Robeco B.V. is considered “participating affiliate” and 
some of their employees are “associated persons” of Robeco 
US as per relevant SEC no-action guidance. Employees 
identified as associated persons of Robeco US perform 
activities directly or indirectly related to the investment 
advisory services provided by Robeco US. In those situations, 
these individuals are deemed to be acting on behalf of 
Robeco US. SEC regulations are applicable only to clients, 
prospects and investors of Robeco US. Robeco US is wholly 
owned subsidiary of ORIX Corporation Europe N.V. (“ORIX”), a 
Dutch Investment Management Firm located in Rotterdam, 
the Netherlands. Robeco US is located at 90 Park Avenue, 
21st Floor, New York, NY 10016.  
  
 

MSCI: 
The MSCI information may only be used for your internal use, 
may not be reproduced or redisseminated in any form and 
may not be used as a basis for or a component of any 
financial instruments or products or indices. None of the 
MSCI information is intended to constitute investment advice 
or a recommendation to make (or refrain from making) any 
kind of investment decision and may not be relied on as such. 
Historical data and analysis should not be taken as an 
indication or guarantee of any future performance analysis, 
forecast or prediction. The MSCI information is provided on 
an "as is" basis and the user of this information assumes the 
entire risk of any use made of this information. MSCI, each of 
its affiliates and each other person involved in or related to 
compiling, computing or creating any MSCI information 
(collectively, the "MSCI Parties") expressly disclaims all 
warranties (including, without limitation, any warranties of 
originality, accuracy, completeness, timeliness, non-
infringement, merchantability and fitness for a particular 
purpose) with respect to this information. Without limiting 
any of the foregoing, in no event shall any MSCI Party have 
any liability for any direct, indirect, special, incidental, 
punitive, consequential (including, without limitation, lost 
profits) or any other damages. (www.msci.com) 
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