
07. August 2015

https://blog.en.erste-am.com/emerging-countries-pressure/

Emerging countries under pressure
Gerhard Winzer

© Photo: iStock
Commodity prices have fallen drastically since the beginning of July. The commodity price index provided by Bloomberg has fallen by nearly 12%. In fact, many commodity prices are locked
in a bear market. The index is currently almost 50% below the level of the beginning of 2011.

Over the same period the currencies of emerging countries have depreciated by about 35% vis-à-vis the US dollar, and equities have fallen by about 26%.

In line with these developments, real economic growth in the emerging countries has weakened significantly. The growth estimate for Q2 has been cut to only 2.5% q/q. Net of the Chinese
economic growth, the remaining emerging economies (accounting for about two thirds) have even shrunk on aggregate. Industrial production has stagnated in the first half of the year, and
both exports and export prices have fallen.

The most recent leading indicators also suggest that there is no end in sight for the downward trend. For example, the purchasing managers index for the manufacturing sector, as compiled
by Markit, continued to fall in July. While at 49.1 it is currently only slightly below the threshold of 50, which indicates neither decline nor increase, the trend is headed downwards.

In our portfolios we take this development into account and have reduced emerging markets corporate bonds to zero.
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can rise and fall. Changes in exchange rates can also have a positive or negative effect on the value of an investment. For this reason, you may receive less than your originally invested amount when you redeem
your units. Persons who are interested in purchasing units in investment funds are advised to read the current fund prospectus(es) and the Information for Investors pursuant to § 21 AIFMG, especially the risk
notices they contain, before making an investment decision. If the fund currency is different than the investor’s home currency, changes in the relevant exchange rate can positively or negatively influence the value of
the investment and the amount of the costs associated with the fund in the home currency.

We are not permitted to directly or indirectly offer, sell, transfer, or deliver this financial product to natural or legal persons whose place of residence or domicile is located in a country where this is legally prohibited. In
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Please also read the “Information about us and our securities services” published by your bank.
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