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Three things we are thinking about today:

1. Trade: The United States accounts for 13% of global imports, down from 20% two decades ago. The European Union (EU) and 

China account for 20%.1 While “Liberation Day” had a dramatic impact on equity markets globally, we believe the optimal response 

for the largest trading nations is to increase trade with each other as opposed to picking a fight with the United States, which is 

pursuing unorthodox economic policies.

2. Trump tariffs: The across-the-board 10% tariff on US imports, with higher rates for China (54%), Vietnam (46%) and Taiwan (32%), 

does not tell the full story. There are exemptions for high-value imports, including pharmaceuticals and semiconductors from Taiwan, 

which sold US$44 billion worth of chips to the United States last year.2 While auto imports from all countries will face tariffs of 25%, all 

eyes are on negotiations with Mexico, the largest source of US automobile and automobile parts imports, where auto tariffs are 

paused until May. We expect markets to remain volatile until signs of a negotiated settlement emerge.

3. Chinese banks raising capital: Four of China’s biggest banks raised RMB 520 billion in fresh capital from the Ministry of Finance to 

boost common equity tier 1 ratios, which will rise an average of one percentage point. The goal is to boost capital buffers to enable 

loan growth to continue for “focus” areas including technology, green energy, inclusive lending, retirement and digital. There will be low 

double-digit earnings dilution, but we expect dividends to remain secure.

Of trade and tariffs 
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Exhibit 1: Emerging Market Country Performance
As of March 31, 2025

Sources: FactSet, MSCI. Note: Bubbles’ size reflect relative market capitalization, ex China, which is resized to 50% of actual market capitalization. Performance as represented by 
individual/respective MCSI country indexes. Indexes are unmanaged and one cannot directly invest in them. They do not include fees, expenses or sales charges. Past performance is not an 
indicator or a guarantee of future results. For illustrative purposes only and not reflective of the performance or portfolio composition of any Franklin Templeton fund. Important data provider 
notices and terms available at www.franklintempletondatasources.com.
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Exhibit 2: Earnings Per Share (EPS) and Earnings Revisions
As of March 31, 2025

One-month change in 2025 earnings revisions

2025 earnings growth

Sources: FactSet, MSCI. Note: Bubbles’ size reflect relative market capitalization, ex China, which is resized to 50% of actual market capitalization. Performance as represented by 
individual/respective MCSI country indexes. Indexes are unmanaged and one cannot directly invest in them. They do not include fees, expenses or sales charges. Past performance is not an 
indicator or a guarantee of future results. For illustrative purposes only and not reflective of the performance or portfolio composition of any Franklin Templeton fund. Important data provider 
notices and terms available at www.franklintempletondatasources.com.

Outlook 

One of our equity portfolio managers in Asia visited South Korea, one of the key countries for our portfolios. One key takeaway—which 

was contrary to our expectations—was that, among investors, there was little angst over tariffs. This could be the beauty of employing a 

longer-term, bottom-up approach.

Automobiles

In our view, there is no clear outlook on South Korean automobile exports. The weaker macro backdrop has led to some caution on a 

weaker model cycle. Despite this, the automobile makers that our portfolio manager met were very confident about maintaining their 

profit margins. These were in the high single-digit to low teens percentages. This is considerably higher than OEMs (original equipment 

manufacturers) in the West. 

Looking beyond 2025, companies we visited continue to have a very strong powertrain, or assembly of vehicle components, and can 

toggle among their internal combustion engine, hybrid and electric vehicles. This enables them to adjust to changes in the operating 

environment and helps to grow average selling prices, allowing room for earnings growth. 

Memory

Our portfolio manager also met prominent memory chip makers during the trip. The competition between the two larger companies in 

high bandwidth memory (HBM) segment continues. One company is lagging the other, with their fifth-generation HBM chips yet to be 

qualified by a key customer. 

Valuations on the laggard are compelling. This also means that the risk-reward ratio from any positive developments will be attractive. 

The company has just pledged to shift its portfolio to increase sales of HBM. While our portfolio manager feels that more clarity on its 

HBM progress may come in the second half of the year, she feels comfortable with holding this name in the portfolio.

Hence, in her view, while there are some near-term headwinds for South Korea, the long-term outlook for the auto and semiconductor 

industries remains promising. While we definitely welcome any signs of stability, we believe our approach keeps us grounded and 

allows us to remain calm in the face of uncertainties.

India
South Korea

China

Taiwan

Brazil

Mexico

Saudi Arabia Thailand

Greece

Kuwait

United Arab 
Emirates

Indonesia
Colombia

South Africa

Hungary

Poland

Malaysia

Peru

Qatar

Turkey

Czech Republic

Philippines

Egypt

Chile

-20%

-10%

0%

10%

20%

30%

40%

50%

60%

70%

-5.00% -4.00% -3.00% -2.00% -1.00% 0.00% 1.00% 2.00% 3.00% 4.00% 5.00%



3 Emerging Markets Insights | April 2025

Market review: First quarter 2025

EM equities rose over the first quarter of 2025. Investor sentiment see-sawed as fears of broad US tariffs gave way to relief and 

optimism on delays and the possibility of a more targeted approach. Still, there was a hint of wariness over the impact to global 

economic growth emanating from a trade war. For the quarter, the MSCI EM Index returned 3.01% while the MSCI World Index 

declined by 1.69%. 

The emerging Asia region rose. Chinese equities advanced on the back of continued stimulus measures from regulatory authorities. 

The China government work report’s focus on technology was viewed as a sign of support for the sector. This sent technology stocks 

higher. Plans to boost consumption across a multitude of sectors were also revealed. Despite these plans lacking any quantitative 

information, our China equity portfolio manager believes that this shows the government is focused on longer-term consumption from 

the youth to the elderly. 

Indian equities recovered in March but declines in the first two months of the year led to an overall fall for the first quarter. 

Corporate earnings in India and sluggish consumption had disappointed investors initially, but better-than-expected macroeconomic 

data, including gross domestic product and inflation, improved sentiment. Valuations also looked more attractive. This has expanded 

the considerable investment universe for our portfolio managers. In the words of our smaller companies portfolio manager, he is able to 

now evaluate names that would not have made it to his portfolios a year ago due to valuations hovering above his comfort level.

South Korean equities got a leg up from its most valuable company. The memory semiconductor manufacturer affirmed to 

improve shareholder value this year. While the “Value-Up” program continues in South Korea, we do not anticipate any quick progress 

in terms of exports, tariffs and geopolitics. Taiwanese equities fell as the country’s—and the world’s—largest contract chipmaker 

announced its plan to invest US$100 billion in the United States. This investment gave rise to investor concerns of higher costs for the 

company.

The emerging Europe, Middle East and Africa region closed higher. The quarter kicked off with hopes of abating geopolitical 

tensions. An initial ceasefire deal between Israel and the Hamas militant group went into effect, and peace negotiations between Russia 

and Ukraine took place. These were subsequently violated. 

Equities in the emerging Latin America (LatAm) region advanced. Delayed imposition of US tariffs on Mexico’s exports led to gains 

regionally. There was also optimism over the possibility of the United States considering some exemptions. Mexico’s economy minister 

expects to increase the number of compliant companies exporting to the United States. This could help to temper any aggressive 

deterioration in the trade environment between Mexico and the United States. In our LatAm equity portfolio manager’s view, Mexico will 

work hard to prevent jeopardizing its trade relationship with the United States.

Endnotes

1. Source: IMF World Economic Outlook. October 2024.

2. Source: Congressional Research Service. August 2024.

Index Definitions

Past performance is not an indicator or a guarantee of future performance. Indexes are unmanaged and one cannot invest directly in an index. Important data provider notices and 
terms available at www.franklintempletondatasources.com.

1. The MSCI Emerging Markets Index is a free float-adjusted, market capitalization-weighted index designed to measure the equity market performance of global emerging markets. 
Indexes are unmanaged and one cannot directly invest in them. They do not include fees, expenses or sales charges. 

2. The MSCI All Country World Index is a free float-adjusted, market capitalization-weighted index designed to measure the equity market performance of global developed and 
emerging markets. MSCI Emerging Markets Index is a free float-adjusted, market capitalization-weighted index designed to measure the equity market performance of global 
emerging markets. Indexes are unmanaged and one cannot directly invest in them. They do not include fees, expenses or sales charges. 

3. The MSCI EM Latin America Index captures large- and mid-cap representation across five emerging markets (EM) countries in Latin America. Indexes are unmanaged and one 
cannot directly invest in them. They do not include fees, expenses or sales charges.

4. The MSCI Emerging Markets EMEA Index captures large- and mid-cap representation across 11 emerging markets (EM) countries in Europe, the Middle East and Africa (EMEA). 
Indexes are unmanaged and one cannot directly invest in them. They do not include fees, expenses or sales charges. 

5. The MSCI EM Asia ex Japan Index captures large- and mid-cap representation across two of three developed markets (DM) countries (excluding Japan) and eight emerging 
markets (EM) countries. Indexes are unmanaged and one cannot directly invest in them. They do not include fees, expenses or sales charges. 

6. The MSCI China Index captures large- and mid-cap representation across China A shares, H shares, B shares, Red chips, P chips and foreign listings (e.g. ADRs). Indexes are 
unmanaged and one cannot directly invest in them. They do not include fees, expenses or sales charges. 

7. The MSCI Emerging Markets ex-China Index captures large and mid cap representation across 23 of the 24 Emerging Markets (EM) countries excluding China. With 672 
constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each country. Indexes are unmanaged and one cannot directly invest in them. 
They do not include fees, expenses or sales charges. 

8. The MSCI Mexico Index is designed to measure the performance of the large and mid cap segments of the Mexican market. Indexes are unmanaged and one cannot directly 
invest in them. They do not include fees, expenses or sales charges.
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WHAT ARE THE RISKS?

All investments involve risks, including possible loss of principal.

Equity securities are subject to price fluctuation and possible loss of principal.

International investments are subject to special risks, including currency fluctuations and social, economic and political uncertainties, 

which could increase volatility. These risks are magnified in emerging markets. These risks are magnified in emerging markets. 

Investments in companies in a specific country or region may experience greater volatility than those that are more broadly diversified 

geographically.

The government’s participation in the economy is still high and, therefore, investments in China will be subject to larger regulatory risk 

levels compared to many other countries.

There are special risks associated with investments in China, Hong Kong and Taiwan, including less liquidity, expropriation, 

confiscatory taxation, international trade tensions, nationalization, and exchange control regulations and rapid inflation, all of which can 

negatively impact the fund. Investments in Taiwan could be adversely affected by its political and economic relationship with China.

Franklin Templeton Emerging Markets Equity

Local knowledge, global reach

In a sea of overlooked and under-researched companies, there’s no substitute for local 

market knowledge. Our on-the-ground investment team of 72 portfolio managers and 

analysts across nearly 14 countries distinguishes Franklin Templeton Emerging Markets 

Equity from the crowd. Investors benefit from our networks of local business contacts, 

access to in-person company visits and real time response to local market events.

Our global reach through Franklin Templeton Investments provides access to 

sophisticated risk management and trading resources. Portfolio management 

collaborates closely with the Investment Risk Management Group, which provides 

detailed risk analytics to complement the team’s assessment of risk exposures.

72 portfolio managers and 

research analysts

18 years on average of 

industry experience

9 years on average with 

Franklin Templeton
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Understanding the Pendulum Graphic
The graphic reflects the views of Templeton Emerging Markets Equity 
regarding each region are updated on a quarterly basis. All viewpoints 
reflect solely the views and opinions of Franklin Templeton Emerging 
Markets Equity. Not representative of an actual account or portfolio. 
These views reflect those of the analyst research team; those of the 
portfolio managers may differ.

Neutral

PositiveNegative

Market Investment Thesis

Latin America

Brazil We are cautious with next year’s economic scenario as the government has little conviction to rein in its 

high expenses. Valuations are deeply discounted but, so far, there is no clear trigger to support a 

convergence towards the historical average.

Mexico Political uncertainty resulting from the proposed reforms in Mexico, which we believe would have 

negative effects, along with the US election campaign, will weigh on markets in the short term. 

Although the institutional framework will deteriorate in Mexico with diminishing accountability from 

political authorities, the US-Mexico-Canada Agreement (USMCA) framework will provide a backstop to 

aggressive deterioration of checks and balances. 

Peru Peru's economy shows signs of improvement with a narrowing fiscal deficit, declining inflation and 

expected gross domestic product growth in 2024 and 2025. However, challenges remain, including 

tight financial conditions, weak governance, and potential policy uncertainties.

Emerging Europe

Czech Republic The Economic Sentiment Indicator (ESI) survey released by the European Commission showed 

gradual improvement in October and November, consistent with a mild GDP acceleration in the fourth 

quarter of 2024. On a positive note, lower interest rates are feeding into a cyclical recovery, which was 

evident in construction, services sentiment and steady spending appetite for consumers. However, 

consumer sentiment remains muted with elevated unemployment rates and rising inflation fears, the 

latter of which were also visible in subdued industrial sentiment.

Hungary The Economic Sentiment Indicator (ESI) survey released by the European Commission dropped for the 

third month in November, raising the likelihood of another quarter-on-quarter contraction in the fourth 

quarter of 2024. Sentiment fell across all sectors. Overall, demand conditions remain fragile and 

bogged down by high domestic real borrowing costs and subdued external environment.

Poland For August, the headline ESI remained broadly flat as compared to July, indicating stability. Beneath 

the surface, consumer sentiment slipped on higher perceived and expected inflation , stemming 

possibly from an expected energy price hike in January that also appeared to lower services 

confidence. Likewise, construction and industrial sentiments remained anemic, being restrained by 

high interest rates domestically and an unconducive exports backdrop externally. 

Conviction

Regional outlook
Three-month period ending June 30, 2025
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The graphic reflects the views of Templeton Emerging Markets Equity regarding each region are updated on a quarterly basis. All viewpoints reflect solely the views and opinions of 
Franklin Templeton Emerging Markets Equity. Not representative of an actual account or portfolio. These views reflect those of the analyst research team; those of the portfolio 
managers may differ.

Middle East

Kuwait Strong fiscal position with issuance of the debt law giving the country additional flexibility. The lack of 

current spending reform (wages and subsidies) however leaves the sustainability of the longer term in 

question. Valuations have picked up somewhat as investors start to price in a more positive political 

backdrop. The passing of a mortgage law can be a short-term positive for the market.

Qatar Production expansion of liquefied natural gas is the central theme starting in 2026, but until then growth is 

likely to be muted. Qatar offers solid macro stability due to its high sovereign reserves and a low oil 

budget-breakeven oil price of US$45/barrel. We believe the economy requires diversification beyond the 

energy sector over a longer-term period.

Saudi Arabia The outlook is promising but remains anchored to the Public Investment Fund (PIF)/private sector 

spending ratio and system liquidity. Foreign exchange reserves and PIF assets lend comfort. 

UAE High surpluses set the stage for the government to push its growth agenda. In the medium term, an 

increase in Abu Dhabi’s oil production capacity and Dubai’s increasing population and tourism bode well 

for the country’s growth trajectory. The privatization/initial public offering program in Dubai and Abu Dhabi 

is helping to increase capital market depth. Decarbonization-related projects (nuclear, solar, green 

hydrogen) and the evident need to expand public infrastructure are likely to help drive medium term 

growth.

Emerging Asia

China China’s policymakers have taken stronger actions to address key issues of the economy. With improving 

earnings outlook, attractive valuations and light investor positioning, the risk-reward balance is 

asymmetric on the upside, in our view. 

India We believe that the Nifty index is expected to move up in line with earnings growth over the next 12 

months. Mid and small cap stocks could see some further correction. Long-term themes such as under-

penetration, formalization, domestic manufacturing and stable government remain intact, in our view.  

Indonesia We reiterate our positive view on the Indonesia equity market, driven by resilience against external 

volatilities, improving domestic demand, and policy reforms in 2025. Indonesia has been one of the most 

resilient ASEAN economies amidst the 2018-2019 trade war. Weakness amidst the strong US dollar and 

tightened liquidity could provide an attractive entry point, in our view. 

South Korea Uncertainties in the domestic political environment and enhanced geopolitical risks related to trade 

disputes are expected to put pressure on South Korea’s economy in 2025.  On the stock market front, the 

outlook is cautiously optimistic given significant underperformance in 2024, which has lowered the 

absolute level of market valuations with continuous improvement expected for shareholder return policies. 

Regional outlook
Three-month period ending June 30, 2025

Market Investment ThesisConviction



7 Emerging Markets Insights | April 2025

The graphic reflects the views of Templeton Emerging Markets Equity regarding each region are updated on a quarterly basis. All viewpoints reflect solely the views and opinions of 
Franklin Templeton Emerging Markets Equity. Not representative of an actual account or portfolio. These views reflect those of the analyst research team; those of the portfolio 
managers may differ.

Regional outlook
Three-month period ending June 30, 2025

Market Investment ThesisConviction

Emerging Asia

Taiwan Cross-strait geopolitical risk has always existed and is already well-known. We keep the status quo 

assumption unchanged, despite a recent deterioration in the relationship between China and Taiwan. 

There are concerns that fragile economic conditions could lead to weak consumption, resulting in low 

visibility of end-demand of most technology products, with artificial intelligence (AI)-related products being 

the exception. The corporate operating environment has been improving but mainly building on 

expectations of a low base and an AI-induced boom. We expect a mild growth in 2025. The Taiwan equity 

market had a resilient performance in 2023 and 2024. Current valuations are still stretched even after the 

recent pullback. We are cautious on our outlook.

Thailand We downgrade Thailand to from “neutral” to “underweight” post the stock market rebound. While we 

remain constructive on the country policy reforms and government support in the near term, risks to 

exporters as well as demanding valuation could pressure market returns in 2025, in our view.

Africa

Egypt The United Arab Emirates, International Monetary Fund and other multilateral/bilateral entities are 

supporting the macro rebalancing, although coming out of a debt cycle will take time. US dollar funding 

requirements are still quite high, estimated at about US$10 billion per year for the next two years. The 

army is relinquishing some control back to the private sector (for example initial public offering activity 

and reforms to bolster private sector capital expenditure), which can help restore investor confidence. 

Kenya Valuations are cheap and the outlook is starting to improve for foreign exchange and external debt with 

its Eurobond maturity now resolved. Kenya seems to be moving through the inflection.

Nigeria The risk of further currency weakness is reduced, in our view. However, a weak macro environment 

creates a weak environment for stocks, though some positive policy on subsidy and foreign exchange 

is encouraging to us.

South Africa Long-term recovery is still dependent on the ability of government to execute and commit to other 

reforms.
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IMPORTANT LEGAL INFORMATION 

This material is intended to be of general interest only and should not be construed as individual investment advice or a recommendation or solicitation 

to buy, sell or hold any security or to adopt any investment strategy. It does not constitute legal or tax advice. This material may not be reproduced, 

distributed or published without prior written permission from Franklin Templeton.

The views expressed are those of the investment manager and the comments, opinions and analyses are rendered as at publication date and may 

change without notice. The underlying assumptions and these views are subject to change based on market and other conditions and may differ from 

other portfolio managers or of the firm as a whole. The information provided in this material is not intended as a complete analysis of every material fact 

regarding any country, region or market. There is no assurance that any prediction, projection or forecast on the economy, stock market, bond market 

or the economic trends of the markets will be realized. The value of investments and the income from them can go down as well as up and you may not 

get back the full amount that you invested. Past performance is not necessarily indicative nor a guarantee of future performance. All 

investments involve risks, including possible loss of principal.

Any research and analysis contained in this material has been procured by Franklin Templeton for its own purposes and may be acted upon in that 

connection and, as such, is provided to you incidentally. Data from third party sources may have been used in the preparation of this material and 

Franklin Templeton ("FT") has not independently verified, validated or audited such data.  Although information has been obtained from sources that 

Franklin Templeton believes to be reliable, no guarantee can be given as to its accuracy and such information may be incomplete or condensed and 

may be subject to change at any time without notice. The mention of any individual securities should neither constitute nor be construed as a 

recommendation to purchase, hold or sell any securities, and the information provided regarding such individual securities (if any) is not a sufficient 

basis upon which to make an investment decision. FT accepts no liability whatsoever for any loss arising from use of this information and reliance upon 

the comments, opinions and analyses in the material is at the sole discretion of the user.

Products, services and information may not be available in all jurisdictions and are offered outside the U.S. by other FT affiliates and/or their distributors 

as local laws and regulation permits. Please consult your own financial professional or Franklin Templeton institutional contact for further information on 

availability of products and services in your jurisdiction.

Brazil: Issued by Franklin Templeton Investimentos (Brasil) Ltda., authorized to render investment management services by CVM per Declaratory Act n. 6.534, issued on October 1, 

2001. Canada: Issued by Franklin Templeton Investments Corp., 200 King Street West, Suite 1500 Toronto, ON, M5H3T4, Fax: (416) 364-1163, (800) 387-0830, 
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239-3894 (USA Toll-Free), (877) 389-0076 (Canada Toll-Free), and Fax: (727) 299-8736. US: Franklin Templeton, One Franklin Parkway, San Mateo, California 94403-1906, (800) DIAL 

BEN/342-5236, franklintempleton.com. Investments are not FDIC insured; may lose value; and are not bank guaranteed.

Issued in Europe by: Franklin Templeton International Services S.à r.l. – Supervised by the Commission de Surveillance du Secteur Financier – 8A, rue Albert Borschette, L-1246 

Luxembourg – Tel: +352-46 66 67-1, Fax: +352-46 66 76. Poland: Issued by Templeton Asset Management (Poland) TFI S.A.; Rondo ONZ 1; 00-124 Warsaw. Saudi Arabia: Franklin 
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