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  ONLINE SUPPLEMENTS

Market Review ›

After a turbulent year, and 
despite an escalation in the 
global pandemic, Frontier 
Emerging Markets (FEMs) rose 
significantly in the fourth quarter 
following positive results for 
COVID-19 trials.

Performance and Attribution ›

Sources of relative return by 
region and sector.

Perspective and Outlook ›

After a half-decade-plus of under-
performance for FEMs compared 
to more developed markets, a 
convergence of demographic, 
technological, regulatory—and 
valuation—factors suggest signifi-
cantly brighter prospects ahead.

Portfolio Highlights ›

We continued our recent pattern of 
adding to several of our highest-
quality Financials. We also estab-
lished new positions in a pair of 
companies poised to benefit from 
an expected surge in Saudi health 
care spending.

Portfolio Holdings ›

Information about the companies 
held in our portfolio, and
completed transactions.

Portfolio Facts ›

Contributors, detractors, 
and characteristics.

  WHAT'S INSIDE

COMPOSITE PERFORMANCE (% TOTAL RETURN) FOR PERIODS ENDED DECEMBER 31, 20201

3 MONTHS 1 YEAR 3 YEARS2 5 YEARS2 10 YEARS2 SINCE 
INCEPTION2,3

HL FRONTIER EMERGING MARKETS (GROSS OF FEES) 16.61 2.66 -0.11 5.88 3.59 1.49

HL FRONTIER EMERGING MARKETS (NET OF FEES) 16.22 1.27 -1.45 4.43 2.12 0.08 

MSCI FRONTIER EMERGING MARKETS INDEX4,5 17.47 -2.36 -1.45 5.11 1.73 -1.08

(UNDER) / OVER THE BENCHMARK

SECTOR EXPOSURE (%)

HL FEM MSCI FEM

CONS STAPLES 15.8 7.1

INFO TECHNOLOGY 11.0 4.5

HEALTH CARE 5.8 1.9

CASH 3.5 —

CONS DISCRETIONARY 4.3 1.1

FINANCIALS 34.4 33.6

ENERGY 4.1 4.4

COMM SERVICES 6.3 8.3

MATERIALS 5.2 7.8

UTILITIES 0.0 4.0

INDUSTRIALS 4.6 12.7

REAL ESTATE 5.0 14.6

(10.0) (5.0) 0.0 5.0 10.0

6Includes companies in frontier markets or small emerging markets listed in developed markets. Current frontier markets exposure in the 
portfolio is 38.5% and emerging markets exposure is 51.2%.

(UNDER) / OVER THE BENCHMARK

GEOGRAPHIC EXPOSURE (%)

HL FEM MSCI FEM

DEVELOPED MARKET LISTED6 6.8 —

CASH 3.5 —

AFRICA 19.4 16.5

EUROPE 10.2 7.9

GULF STATES 4.3 4.2

MIDDLE EAST 0.0 1.0

ASIA 38.9 46.1

LATIN AMERICA 16.9 24.3

(10.0) (5.0) 0.0 5.0 10.0

https://www.hardingloevner.com/videos/frontier-emerging-markets-equity-webcast/
https://www.hardingloevner.com/library
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Asia also outperformed during the quarter, led by a strong 
bounce in the Philippines, after the government started easing 
pandemic restriction measures. Kuwait was a notable laggard, 
as the strong momentum it had enjoyed over years of anticipa-
tion of the country’s promotion by MSCI from frontier to emerg-
ing market status finally dissipated. Kuwait underperformed 
significantly in the last few weeks before the upgrade, as some 
investors rushed out ahead of the November 30 transition date.

 PERFORMANCE AND ATTRIBUTION

The Frontier Emerging Markets composite rose 16.6% in the 
quarter, slightly underperforming the benchmark’s gain of 
17.5%. For 2020, the composite rose 2.7% compared to a 
2.4% decline for the benchmark. 

In the fourth quarter, Real Estate detracted most, primarily 
due to the impact of fresh government-mandated lockdowns 
on Kuwait mall operator Mabanee. This was partially offset 

 MARKET REVIEW

Frontier Emerging Markets (FEMs) rose significantly in the 
fourth quarter, gaining 18%, despite an escalation in the glob-
al pandemic. The starting gun for the run-up was Pfizer’s an-
nouncement of a successful trial for its novel COVID-19 vaccine 
and was followed in rapid fire by positive reports from Mod-
erna, AstraZeneca, and China’s Sinopharm. The vaccine break-
throughs gave investors concrete hope for normalization in 
2021, with all sectors finishing the quarter in positive territory, 
an encouraging cap on a turbulent year. 

The year had begun with news of a sinister respiratory illness 
spreading throughout Hubei province in China. By the end of 
March, the virus was raging across the globe, prompting govern-
ments to enact draconian business and travel restrictions to slow 
the virus’s spread. The economic fallout was immediate, and the 
concomitant stock market decline was swift and severe. 

FEMs started rebounding in the second quarter, as visible prog-
ress on vaccine development, unprecedented fiscal and mone-
tary stimulus enacted by governments, and the gradual easing of 
lockdowns and reopening of economies supported the markets. 

Currency was a tailwind to FEM performance. The US dollar 
was a barometer of investor fear, rising during the height of the 
pandemic as investors sought the safety of the world’s premier 
reserve currency, only to reverse course over the rest of the year. 
Only a handful of currencies, mostly from commodity-exporting 
countries like Nigeria, Colombia, and Peru, were lower against 
the dollar for the year.

Companies that benefited from the pandemic and the abrupt 
shift to remote work and commerce, many of them within In-
formation Technology (IT), Communication Services, and 
Healthcare, far outpaced more cyclical sectors such as Energy, 
Financials, and Consumer Discretionary, all of which finished in 
negative territory. The fourth quarter saw an inversion of this 
pattern, with Consumer Discretionary, Materials, Real Estate, 
and Energy—cyclical sectors that had been most impacted by 
the pandemic-related restrictions—benefitting disproportion-
ately from a vaccine-fueled boost in growth expectations.

Geographical patterns showed similar inversions. Africa and 
Latin America, which significantly depend on tourism and com-
modity exports, as well as countries that implemented severe 
lockdowns such as Peru and the Philippines, lagged until they 
outpaced in the fourth quarter. Latin America was the quarter’s 
best performer due to a significant year-end rise in commodity 
prices. Colombia, an oil exporter, was the region’s top perform-
ing market for the period, as the 27% rise in Brent crude price 
sparked a stock market rally and boosted the value of the Co-
lombian peso against the US dollar. Peru also performed well 
because of rising metal prices and a surprisingly quick resolution 
of a major political crisis. In November, the country installed 
three successive presidents in a week, achieving stability only 
when the third one, a centrist technocrat, stepped in to serve 
until the next election, in April 2021. 

MARKET PERFORMANCE (USD %)

COUNTRY 4Q 2020 TRAILING 12 MONTHS

PHILIPPINES 22.3 -2.9

VIETNAM 21.4 15.0

PERU 29.8 -4.7

COLOMBIA 48.8 -18.5

ARGENTINA 21.2 12.7

MOROCCO 18.5 2.0

EGYPT -4.9 -22.2

KENYA 8.2 -9.0

BAHRAIN 1.6 -9.6

ROMANIA 13.8 2.4

MSCI FEM INDEX 17.5 -2.4

SECTOR PERFORMANCE (USD %)
OF THE MSCI FEM INDEX

Source: FactSet (as of December 31, 2020); MSCI Inc. and S&P.
Selected countries are the 10 largest by weight, representing 87% of the
MSCI Frontier Emerging Markets Index, listed in order of their weighting.

TRAILING 12 MONTHS

12.2 

-2.2 

6.7 

-25.7 

-14.1 

33.6 

0.2 

105.2 

27.4 

0.7 

14.3 

SECTOR 4Q 2020

COMMUNICATION SERVICES 9.2 

CONSUMER DISCRETIONARY 36.8 

CONSUMER STAPLES 9.6 

ENERGY 22.0 

FINANCIALS 13.6 

HEALTH CARE 14.4 

INDUSTRIALS 18.6 

INFORMATION TECHNOLOGY 21.4 

MATERIALS 35.2 

REAL ESTATE 25.3 

UTILITIES 24.1 
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by strong stocks in Financials, especially Bancolombia and 
Philippine-based Security Bank. At Bancolombia, strong 
cost control and better fee income from non-lending sources 
(such as debit and credit cards, insurance, trust, brokerage, 
and investment banking) offset still-rising loan provisioning. 
Excess capital leaves the bank well cushioned to absorb further 
credit losses. Similarly, at Security Bank, asset quality pressure 
remains, but the bank has imposed stricter underwriting 
standards that should protect it going forward. Additionally, 
its growth is supported by the Philippine government’s new 
infrastructure initiative. By region, Latin America was our 
most significant detractor, with poor stock selection in Peru 
the result of pandemic-related slowdowns at packaged food 
maker Alicorp and Caterpillar distributor Ferreycorp.  

For the full year, Financials helped our performance, with 
Nigeria-based Zenith Bank and Guaranty Trust Bank having 
the best 12-month returns among holdings in the sector. 
Investors appreciated that both banks took the necessary 
pandemic-related restructuring pain in the third quarter, 
positioning them to benefit from recovery. Our overweight 
to the soaring IT sector also helped our performance for the 
year, while our Communication Services holdings detracted. 
Kenya-based Safaricom struggled as mobile customers, their 
livelihoods constrained by the pandemic, kept a tight lid on 
their billable cell phone usage. An absence of holdings in the 
strongly performing Utilities sector also hurt performance. 

By region, Asian holdings benefited the portfolio, especially 
Vietnam-based steel producer Hoa Phat Group. Growth in 
its construction steel sales reached 65% year-over-year in 
August, and billet sales remained strong due to continued 
high levels of exports to China and other Asian markets.  
Investments in the Gulf region detracted the most, primarily 
due to Mabanee as well as poor performance from National 
Bank of Kuwait, where policy interest rate cuts meant that 
new retail loans had to be originated at lower rates. 

 PERSPECTIVE AND OUTLOOK

Way back at the start of the 2010s, equity investors found 
much to like about FEMs. Young populations and rapidly mod-
ernizing societies seemed to offer the perfect nutrients for ro-
bust economic growth of the kind that was in short supply in 
many more developed parts of the world in the wake of the 
global financial crisis (GFC). And, for the next several years, 
FEM investors were not disappointed. From the third quarter 
of 2009 through third quarter 2014, frontier and small emerg-
ing markets roughly matched the performance of the US-led 

resurgence in developed markets (DMs), and they handily beat 
traditional emerging markets (EMs) by an average of seven 
percentage points a year. However, since FEMs’ September 
2014 absolute peak there has been a complete reversal, with 
EMs outperforming FEMs by seven percentage points annu-
ally. FEMs’ underperformance of DMs has been even greater: 
an average of 10 percentage points a year. 

Six years ago, it would have been hard to imagine the succes-
sion of crises about to batter FEMs emanating from without. 
First was the commodity price shock in the latter part of 2014. 
When the US shale boom led to oversupply in the global oil 
market and the Saudi-led oil cartel responded with a price war 
to maintain its market share, the price of crude plunged a stag-
gering 68% between June 2014 and December 2015. This led 
to a deep economic recession in the oil-dependent countries—
Colombia, Kazakhstan, Nigeria, and the Gulf states—which 

SECTOR PERFORMANCE ATTRIBUTION
TRAILING 12 MONTHS

FRONTIER EMERGING MARKETS COMPOSITE VS. MSCI FEM INDEX

GEOGRAPHIC PERFORMANCE ATTRIBUTION
TRAILING 12 MONTHS

FRONTIER EMERGING MARKETS COMPOSITE VS. MSCI FEM INDEX

*Includes companies in frontier markets or small emerging markets listed
in developed markets. Source: FactSet; Harding Loevner Frontier
Emerging Markets Composite; MSCI Inc. and S&P. The total effect shown
here may differ from the variance of the Composite performance and
benchmark performance shown on the first page of this report due to the
way in which FactSet calculates performance attribution. This information
is supplemental to the Composite GIPS Presentation.
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Total Effect: 5.6  
Selection Effect: 4.9   
Allocation Effect: 0.7  

Total Effect: 5.6  
Selection Effect: -4.9  
Allocation Effect: 10.5  

Companies held in the portfolio during the year appear in bold type; only 
the first reference to a particular holding appears in bold. The portfolio is 
actively managed therefore holdings shown may not be current. Portfolio 
holdings should not be considered recommendations to buy or sell any 
security. It should not be assumed that investment in the security identified 
has been or will be profitable. To request a complete list of holdings for 
the past year, please contact Harding Loevner. A list of the ten largest 
holdings at December 31, 2020 is available on page 9 of this report.
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together accounted for 45% of the MSCI FEM Index at the 
start of the period. Their stock markets fell sharply, and the 
currencies of all but those Gulf countries with a US dollar peg 
depreciated against the greenback.

A second major crisis occurred only a couple of years into re-
covery from the commodity shock. The triggers were the US 
Federal Reserve’s aggressive rate hikes and reduction of its fi-
nancial asset purchase program, as well as escalating trade 
tensions between the US and China. This combination dealt 
another blow to FEM currencies, as nearly every floating cur-
rency fell against the US dollar. Particularly devastated were 
Argentina and Pakistan, which had accumulated significant 
amounts of foreign currency debt in the years of quantitative 
easing and free-flowing credit after the GFC. 

A third set of challenges came from the churn in the FEM index 
itself. Over the past six years, MSCI made numerous changes 
to the index by promoting countries with large weights to 
EM status and eliminating them from the benchmark. The re-
volving door stirred consternation among investors, many of 
whom came to view the FEM index as overly concentrated and 
a dumping ground for markets “not good enough” for EM sta-
tus, contributing to record foreign investor outflows and com-
pounding the fall in FEM stock prices.

Finally came the COVID-19 pandemic, and in particular, its 
impact on FEM banks. Financial institutions’ leveraged ex-
posures to their domestic economies meant that many banks 
were placed in a difficult position as whole sectors shut down 
and governments suspended borrowers’ loan repayment ob-
ligations in a frantic attempt to keep businesses afloat. The 
damage to banks was felt across the frontier and emerging 
markets, and with Financials representing the largest (41% 
prior to the November Kuwait upgrade) share of any sector 
in the FEM index, the impact on the entire asset category was 
especially acute.  

Given this dreary sequence of developments and more than 
a half-decade of underperformance, investors can be forgiv-
en if they are tempted to give up on FEMs. But this could be 
“rearview-mirror investing” of the worst sort. We have always 
said that investing in FEMs requires patience and is only suit-
ed for those with a very long time-horizon. In the context of 
FEMs’ decades-long emergence, we believe the past six years 
should be viewed as a rutted detour, not a dead end, because 
the strong fundamentals identified at the start of the 2010s 
are, if anything, even stronger today. FEMs now account for 
a third of the world population, but only 6% of the global 
economy and only the tiniest fraction (less than 1%) of global 
equity capital markets. In other words, there is lots of room 
for these markets to begin to catch up. FEM governments are 
increasingly investing in social and physical infrastructure and 
implementing other sensible policies to support the growth of 
the private sector. These are among the reasons why the Inter-
national Monetary Fund projects that frontier economies will 
continue to grow faster than their emerging and developed 
counterparts in the medium-term. 

We expect strong economic growth will translate into cor-
porate earnings growth and, ultimately, higher share prices. 
Some of the biggest improvement will take place among the 
highest-quality members of the Financials sector, whose supe-
rior financial strength compared to competitors and increased 
market share coming out of the COVID-19 crisis position them 
to benefit disproportionately from FEMs’ recovery and growth 
in the years ahead. Beyond banks, we see bright prospects for 
selected companies across a range of industries, including con-
sumer, technology, hospitality, and health care. These opti-
mistic views are rooted in four enduring factors. 

Consumption Binge

Economists bemoan the fact that global GDP growth is likely 
to face headwinds in coming years from the aging of popula-
tions in developed countries and China, which will act as a lid 
on consumption as fewer people move into, and more people 
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Often nothing more than proprietors of mom-and-pop stores 
in remote locations, these agents have helped the bank build 
its customer base to over 14.5 million people—half the bank 
accounts in Kenya. Management proudly proclaims that 98% 
of transactions and 59% of transaction value now happen out-
side its branches with 22% of lending transaction value occur-
ring on mobile phones. Given how much cheaper it is to serve 
customers through these alternative platforms compared to 
traditional bank branches, Equity enjoys the lowest cost of 
funding of any bank in Kenya—a country where two-thirds of 
the population have yet to open a bank account, and where 
the ratio of credit to GDP is one-sixth the level in China.1  

Regulatory Support for Technology Champions

2020 appeared to mark a tipping point in government attitudes 
towards dominant technology companies, as US authorities 
stepped up their scrutiny of the dominance of Google and 
Facebook, and Chinese regulators forced Alibaba to cancel its 
massive Ant Financial IPO. However, in FEMs, we are seeing 
something of the opposite, as governments are increasingly 
supportive of local technology companies and their digital 
initiatives. For example, the Egyptian government is on a 
mission to overhaul burdensome banking regulations that have 
historically made Egypt one of the world’s most cash-centric 
economies. During the pandemic, authorities accelerated these 
efforts and supplemented them with direct financial support 
and incentives. The government’s official goal is to improve 
financial inclusion, streamline its anti-money laundering 
efforts, and increase tax revenues, but it also seems supportive 
of the consequences of its initiatives for the growth of companies 
like Commercial International Bank (CIB), the local leader 
in  digital banking, and UAE-based Network International, 
which facilitates electronic payments through its Egyptian card 
processing and merchant acquiring businesses.  

In contrast to Egypt, Kenya represents one of the most ad-
vanced digital payments markets, led by M-Pesa, the popular 

move beyond, their peak producing and spending years. Fron-
tier and smaller emerging markets face no such problem. Ni-
geria’s 200 million people have a median age of 18, less than 
half the median age of the US and China, while the Philip-
pines’s 100 million people have a median age of just 23 years. 
Such favorable demographic profiles are a driving force be-
hind FEMs’ rapidly rising working populations, urbanization, 
and middle class, and by extension their growing demand for 
housing, automobiles, processed foods, financial services, and 
consumer goods generally.

We have been able to find many consumer companies (20% 
of our portfolio) that are well positioned to capitalize on 
this coming binge. Vietnam Dairy Products (Vinamilk) is 
the leading dairy producer in Vietnam, whose incomes and 
consumption levels are among the fastest growing in FEMs. 
There is a close relationship between countries’ income levels 
and milk consumption, as wealthier households spend more 
on childhood nutrition including packaged dairy products. At 
just 20 liters per capita per annum, Vietnam’s milk consump-
tion is still well below the Asian average of 38 liters, and the 
company’s international business also has growth potential. 
In addition to exporting to 53 countries, Vinamilk recently 
established local factories and distribution in its (similarly 
underpenetrated) neighbors, Cambodia, Myanmar, and Laos, 
and has ambitions to enter Indonesia and China. 

Leapfrog into Digital Banking

Another structural source of long-term growth potential in 
FEMs is their low banking and credit penetration. The un-
banked proportion of the population in FEMs is still very 
high compared to emerging and developed markets, but FEM 
banks like Kenya’s Equity Bank are finding ways to leapfrog 
the traditional reliance on brick-and-mortar bank branches to 
expand their customer base dramatically. 

Beside its 294 branches and 617 ATMs, Equity now has over 
50,000 agents providing basic banking services to customers. 
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mobile money product of the country’s leading telecom pro-
vider, Safaricom. Yet the Kenyan government, too, recently 
instituted policies that may help the fortunes of its regional 
technology champion. In March, at the height of the pandem-
ic, the central bank of Kenya and Safaricom entered into an 
agreement to facilitate increased use of mobile digital mon-
ey and discourage currency transactions that could further 
spread the virus, whereby the company temporarily waived 
fees on small electronic transfers and doubled the limits on 
single and daily transactions. The result was a short-term hit 
but potentially a long-term boost to Safaricom’s revenues, as 
the monthly volume of person-to-person transfers jumped 
87% and the company picked up 2.8 million new M-Pesa cus-
tomers, many of whom will stay long after the small transfer 
fee moratorium’s expiration, which occurred in December. 

Attractive Valuations 

Beyond our long-term earnings growth expectations, our FEM 
investment outlook is also brightened by stock valuations that 
today are considerably cheaper than for DMs despite FEM 
companies’ higher comparable return on equity, lower debt 
levels, and much better margins. 

With coronavirus vaccinations now beginning in earnest in 
the US, Europe, China, and elsewhere, we anticipate a grad-
ual return to normal business conditions that will allow FEM 
companies to return to their generally strong pre-pandemic 
growth trajectories—despite the expectation that vaccination 
rates in FEMs will lag the rest of the world. The DM govern-
ments that helped fund vaccine development have comman-
deered much of the limited supply expected through the first 
half of 2021. That, combined with the logistical challenge pre-

sented by the ultra-cold storage requirements of some initially 
approved vaccines, mean that, on current estimates, many 
FEM governments will not be able to inoculate a majority of 
their people until at least 2022. However, COVID-19 death 
rates per capita in the FEMs generally are far lower than in 
more developed countries,2 affording FEM economies some 
breathing room as they await a full return to normalcy. Even 
with a slower arrival of vaccines in FEMs, widespread vacci-
nation in more developed markets should spur relaxation in 
restrictions on international travel, recovery in tourism, and 
higher levels of aggregate demand across the global economy 
that should also spur growth in FEMs.

 PORTFOLIO HIGHLIGHTS

All indications are that when MSCI upgraded Kuwait to EM 
status during the quarter, it was the last of the major changes 
the index provider has in store for FEM investors for a while. 
Nevertheless, given that Kuwait had accounted for about 
20% of the FEM index, the disruption its removal caused to 
absolute and relative index weights and the implications for 
tracking error are not insignificant. 

By region, the most noticeable change was that the Philippines’ 
weight in the index rose from 26% to 32%. Since we have 
set a portfolio risk limit of 20% for any single country, we 
are almost certain to continue to have a sizeable underweight 
there. By sector, the weight of Financials (mostly banks) 

VALUATION MSCI FEM VS. MSCI WORLD

Source: Bloomberg.
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dropped by a whopping ten percentage points to 33%, leaving 
us with a relative overweight in Financials for the first time 
since our strategy’s inception.

Prior to the MSCI upgrade, we sold both of our Kuwait stock 
holdings, National Bank of Kuwait and Mabanee, when the 
euphoria that preceded the market’s final weeks as an FEM 
heightened the disconnect between the companies’ share 
prices and their pandemic-weakened growth outlook. On the 
flip side, we followed the pattern established over the past few 
quarters by adding to several of our highest-quality Financials 
including CIB, Vietcombank, and Indonesia-based Bank 
Central Asia (together contributing to our new overweight in 
the sector), where gaps had opened in the opposite direction 
between these institutions’ sustained asset quality and capital 
positions, and the pandemic discount reflected in their shares.

We added to our position in Egypt’s CIB after compliance 
violations revealed by a government audit led authorities to 
request the resignation of the Bank’s chairman of twenty years. 
Although no penalty was imposed, the new Chairman and the 
board appointed an independent international consulting 
firm to conduct an in-depth review and pledged to enhance 
regulatory compliance and governance. We were satisfied 
with this response. Given that we don’t foresee any impact 
on the Bank’s growth prospects, we added to the position at a 
valuation we believed to be quite attractive.

We also established new positions in a pair of Saudi healthcare 
companies. The first is BUPA Arabia, the country’s leading 
health insurer. The health insurance industry in Saudi is 
highly concentrated, with the top three players accounting 
for 90% of the market (of which BUPA has more than half). 
The industry has posted impressive returns on equity over a 
long period and enjoys tailwinds from population growth, 
Saudis’ increasing priority on healthy lifestyles, and favorable 
regulation mandating health coverage. With the help of its 
UK parent (BUPA International), the company has pioneered 
the use of technology within its industry, providing services 
such as remote consultations through its digital app and 
on-site representatives who guide patients through hospital 
admission and claims processing, which have helped it earn a 
reputation for superior customer service. 

Our new position in Mouwasat Medical Services follows in 
a similar vein. This hospital chain has the best portfolio of 
hospitals in Saudi Arabia, with strong brand reputation and a 
Joint Commission International (JCI) accreditation that has 
made it the provider of choice for many of the country’s largest 
employers. The company has been gaining market share from 
overcrowded and inefficient government hospitals and is 
well positioned to benefit from Saudi healthcare spending 
that is projected to grow from $46 billion in 2019 to $160 
billion by 2030.3

Lastly, we bought a new position in CD Projekt, the Polish 
video game developer behind 2020’s most anticipated video 
game, Cyberpunk 2077. We bought the stock on share 
weakness after the third in a series of production delays had 
pushed back the launch to early December. After the price 
recovered on positive reviews from critics who had received 
advance copies of the game, the shares sank again when the 
game was found to be riddled with programming bugs when 
played on older gaming consoles. Management has, however, 
been quick to address the problems by issuing patches, and we 
remain constructive on the company’s long-term prospects. 
We view favorably its access to low-cost development talent 
in Poland, and its transition toward new revenue models that 
should enable it to monetize more effectively what are still 
some of the biggest, most groundbreaking and immersive 
video games in the industry today.

3"Saudi Arabia Healthcare Sector–Country in Transformation,” 
Colliers International (2019).
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FRONTIER EMERGING MARKETS TEN LARGEST HOLDINGS (AS OF DECEMBER 31, 2020)

Source: Harding Loevner Frontier Emerging Markets Model.
Model Portfolio holdings are supplemental information only and complement the fully compliant Frontier Emerging Markets Composite GIPS Presentation. The
portfolio is actively managed therefore holdings shown may not be current. Portfolio holdings should not be considered recommendations to buy or sell any
security. It should not be assumed that investment in the security identified has been or will be profitable. To request a complete list of portfolio holdings for
the past year contact Harding Loevner.

COMPANY COUNTRY SECTOR END WT.(%)

HOA PHAT GROUP  Steel producer VIETNAM MATERIALS 4.9 

GLOBANT  Software developer ARGENTINA INFO TECHNOLOGY 4.6 

SM PRIME HOLDINGS  Real estate developer PHILIPPINES REAL ESTATE 4.3 

COMMERCIAL INTERNATIONAL BANK  Commercial bank EGYPT FINANCIALS 4.1 

EPAM  IT consultant UNITED STATES INFO TECHNOLOGY 4.1 

VIETNAM DAIRY PRODUCTS  Dairy products producer VIETNAM CONS STAPLES 4.1 

SAFARICOM  Mobile network operator KENYA COMM SERVICES 3.8 

BANCOLOMBIA  Commercial bank COLOMBIA FINANCIALS 3.5 

BANCA TRANSILVANIA  Commercial bank ROMANIA FINANCIALS 3.5 

CREDICORP  Commercial bank PERU FINANCIALS 3.4 
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The portfolio is actively managed therefore holdings identified above do not represent all of the securities held in the portfolio and holdings may not be current. It should 
not be assumed that investment in the securities identified has been or will be profitable. 

The following information is available upon request: (1) information describing the methodology of the contribution data in the charts above; and (2) a list showing the 
weight and contribution of all holdings during the quarter and the last 12 months. Past performance does not guarantee future results. In the charts above, “weight” is 
the average percentage weight of the holding during the period, and “contribution” is the contribution to overall performance over the period. Contributors and detractors 
exclude cash and securities in the Composite not held in the Model Portfolio. Quarterly data is not annualized. Portfolio attribution and characteristics are supplemental 
information only and complement the fully compliant Frontier Emerging Markets Composite GIPS Presentation. Portfolio holdings should not be considered recommenda-
tions to buy or sell any security. 

POSITIONS SOLD COUNTRY SECTOR

MABANEE KUWAIT RLST

NATIONAL BANK OF KUWAIT KUWAIT FINA

PORTFOLIO CHARACTERISTICS

1Weighted median; 2Trailing five years, annualized; 3Five-year average; 4Weighted harmonic mean; 5Weighted mean. Source (Risk characteristics): eVestment Alliance (eA); Harding Loevner Frontier Emerging
Markets Composite, based on the Composite returns; MSCI Inc. Source (other characteristics): FactSet (Run Date: January 6, 2021, based on the latest available data in Factset on this date.); Harding Loevner
Frontier Emerging Markets Model, based on the underlying holdings; MSCI Inc.

POSITIONS ESTABLISHED COUNTRY SECTOR

BUPA ARABIA SAUDI ARABIA FINA

CD PROJEKT POLAND COMM

MOUWASAT MEDICAL SERVICES SAUDI ARABIA HLTH

COMPLETED PORTFOLIO TRANSACTIONS

QUALITY & GROWTH HL FEM MSCI FEM

PROFIT MARGIN1 (%) 18.4 16.9

RETURN ON ASSETS1 (%) 7.1 5.3

RETURN ON EQUITY1 (%) 17.5 13.9

DEBT/EQUITY RATIO1 (%) 48.5 87.0

STD DEV OF 5 YEAR ROE1 (%) 2.2 2.1

SALES GROWTH1,2 (%) 8.0 6.8

EARNINGS GROWTH1,2 (%) 12.7 9.3

CASH FLOW GROWTH1,2 (%) 17.6 12.0

DIVIDEND GROWTH1,2 (%) 0.0 0.5

SIZE & TURNOVER HL FEM MSCI FEM

WTD MEDIAN MKT CAP (US $B) 5.9 8.6

WTD AVG MKT CAP (US $B) 9.0 10.3

RISK AND VALUATION HL FEM MSCI FEM 

ALPHA2 (%) 0.89 —

BETA2 0.99 —

R-SQUARED2 0.93 —

ACTIVE SHARE3 (%) 62 —

STANDARD DEVIATION2 (%) 17.18 16.73

SHARPE RATIO2 0.28 0.24

TRACKING ERROR2 (%) 4.6 —

INFORMATION RATIO2 0.17 —

UP/DOWN CAPTURE2 96/93 —

4Q20 CONTRIBUTORS TO ABSOLUTE RETURN (%)

4Q20 DETRACTORS FROM ABSOLUTE RETURN (%)

LAST 12 MOS CONTRIBUTORS TO ABSOLUTE RETURN (%)

LAST 12 MOS DETRACTORS FROM ABSOLUTE RETURN (%)

LARGEST CONTRIBUTORS SECTOR AVG. WT. CONTRIBUTION

HOA PHAT GROUP MATS 4.8 2.40

BANCOLOMBIA FINA 2.9 1.61

SM PRIME HOLDINGS RLST 4.3 1.35

SECURITY BANK FINA 2.6 1.10

CREDICORP FINA 3.1 0.94

LARGEST CONTRIBUTORS SECTOR AVG. WT. CONTRIBUTION

HOA PHAT GROUP MATS 4.4 4.45

GLOBANT INFT 4.5 4.29

EPAM INFT 3.8 3.04

VIETNAM DAIRY PRODUCTS STPL 3.8 1.16

ZENITH BANK FINA 1.7 0.94

LARGEST DETRACTORS SECTOR AVG. WT. CONTRIBUTION

ECOPETROL ENER 3.4 -1.65

CREDICORP FINA 3.6 -1.51

MABANEE RLST 3.9 -1.20

COMMERCIAL INTERNATIONAL BANK FINA 3.6 -1.17

BDO UNIBANK FINA 1.6 -1.06

LARGEST DETRACTORS SECTOR AVG. WT. CONTRIBUTION

COMMERCIAL INTERNATIONAL BANK FINA 3.6 -0.53

MABANEE RLST 2.3 -0.52

CD PROJEKT COMM 0.5 -0.29

NATIONAL BANK OF KUWAIT FINA 2.6 -0.16

ALICORP STPL 0.9 -0.08

PRICE/EARNINGS4 16.3 18.6

PRICE/CASH FLOW4 14.7 11.4

PRICE/BOOK4 2.2 1.8

DIVIDEND YIELD5 (%) 2.6 2.8TURNOVER3 (ANNUAL %) 23.2 —
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1Benchmark Index; 2Variability of the composite, gross of fees, and the Index returns over the preceding 36-month period, annualized; 3Asset-weighted
standard deviation (gross of fees); 4The 2020 performance returns and assets shown are preliminary; 5N.M.-Information is not statistically significant
due to an insufficient number of portfolios in the Composite for the entire year; +Less than 36 months of return data.

The Frontier Emerging Markets Composite contains fully discretionary, fee-paying accounts investing in non-US equity and equity-equivalent
securities, and cash reserves of companies domiciled predominately in frontier emerging markets and is measured against the MSCI Frontier
Emerging Markets Total Return Index (Gross) for comparison purposes. Returns include the effect of foreign currency exchange rates. The exchange
rate source of the benchmark is Reuters. The exchange rate source of the Composite is Bloomberg. Additional information about the benchmark,
including the percentage of composite assets invested in countries or regions not included in the benchmark, is available upon request.

The MSCI Frontier Emerging Markets Index is a free float-adjusted market capitalization index designed to measure equity market performance in all
countries from the MSCI Frontier Markets Index and the lower size spectrum of the MSCI Emerging Markets Index. The Index consists of 27 frontier markets
and 7 emerging markets. You cannot invest directly in this Index.

Harding Loevner LP claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in
compliance with the GIPS standards. GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor
does it warrant the accuracy or quality of the content contained herein. Harding Loevner has been independently verified for the period November 1,
1989 through September 30, 2020.

A firm that claims compliance with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of the
GIPS standards. Verification provides assurance on whether the firm's policies and procedures related to composite and pooled fund maintenance, as
well as the calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been
implemented on a firm-wide basis. The verification report is available upon request.

Harding Loevner LP is an investment adviser registered with the Securities and Exchange Commission. Harding Loevner is an affiliate of Affiliated
Managers Group, Inc. (NYSE: AMG), an investment holding company with stakes in a diverse group of boutique firms. A list of composite descriptions, a
list of limited distribution pooled fund descriptions, and a list of broad distribution pooled funds are available upon request.

Results are based on fully discretionary accounts under management, including those accounts no longer with the firm. Composite performance is
presented gross of foreign withholding taxes on dividends, interest income and capital gains. Additional information is available upon request. Past
performance does not guarantee future results. Policies for valuing investments, calculating performance, and preparing GIPS Reports are available
upon request.

The US dollar is the currency used to express performance. Returns are presented both gross and net of management fees and include the
reinvestment of all income. Net returns are calculated using actual fees. Actual returns will be reduced by investment advisory fees and other expenses
that may be incurred in the management of the account. The standard fee schedule generally applied to separate Frontier Emerging Markets accounts
is 1.50% annually of the market value up to $20 million; 1.15% of amounts above $20 million. Actual investment advisory fees incurred by clients may
vary. The annual composite dispersion presented is an asset-weighted standard deviation calculated for the accounts in the composite the entire year.

The Frontier Emerging Markets Composite was created on May 31, 2008 and the performance inception date is June 1, 2008.

FRONTIER EMERGING MARKETS COMPOSITE PERFORMANCE (AS OF DECEMBER 31, 2020)
HL FEM
GROSS

(%)

HL FEM
NET

(%)

MSCI
FEM INDEX1

(%)

HL FEM
3-YR STD 

DEVIATION2

(%)

MSCI FEM INDEX
3-YR STD  

DEVIATION2

(%)

INTERNAL  
DISPERSION3

(%)

NO. OF  
ACCOUNTS

COMPOSITE  
ASSETS

($M)

FIRM 
ASSETS

($M)

20204 2.66 1.27 -2.36 20.72 19.66 N.M.⁵ 1 227 74,496 

2019 12.85 11.32 14.46 10.58 10.95 N.M.5 1 291 64,306 

2018 -13.95 -15.11 -14.37 10.79 11.42 N.M. 1 356 49,892 

2017 27.33 25.62 27.19 10.84 11.87 N.M. 1 480 54,003 

2016 4.89 3.34 5.41 11.22 12.43 N.M. 1 387 38,996 

2015 -16.76 -18.00 -17.99 11.28 11.81 N.M. 1 432 33,296 

2014 8.51 6.93 7.52 10.19 10.76 N.M. 1 537 35,005 

2013 19.77 18.09 4.59 12.68 11.82 N.M. 1 317 33,142 

2012 22.92 21.08 21.23 14.01 13.97 N.M. 1 88 22,658 

2011 -19.63 -20.83 -17.26 20.62 20.70 N.M. 1 95 13,597 

2010 27.25 25.59 29.07 + + N.M. 1 96 11,010 
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