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SURVEYING THE EQUITY MARKET LANDSCAPE

Can you start by telling us how today’s equity market conditions 
are similar to or different than those you’ve witnessed in the past?

At Barings, our equity team takes a long-term approach to investing and many of 
us have been investing actively for decades through the course of many cycles—
so we have certainly witnessed quite a bit of change. One such change has been 
the effect of passive investing on market dynamics. This has firmed our belief in 
the value of active investing; markets remain inefficient and we believe that active 
management is the most effective approach to capitalize on these inefficiencies, 
as we seek to deliver superior risk-adjusted returns compared with benchmark 
(passive) investing over time.

This is particularly relevant now as correlations between and within markets 
have reduced substantially since their recent peak in 2016. This means that the 
opportunity for active managers to add value increases. 

We are entering a period where central banks globally are withdrawing stimulus in 
a measured fashion and that, from time to time, can cause some anxiety in markets. 
However, ultimately we believe that equity returns are a reflection of the health of 
the corporate sector where earnings are still on an upward trend and valuations—
especially in emerging markets—are not stretched versus the growth potential.

The backdrop for equities generally remains fundamentally supported, in our 
view. Specifically, the economic environment continues to be characterized by 
synchronized global growth, a corporate earnings recovery in emerging markets and 
tailwinds in developed markets including the continued European recovery and U.S. 
tax reforms. We are finding particular opportunities among international companies, 
smaller capitalization companies and emerging markets. 

At Barings, we are active investors in equity markets with a strong and experienced 
team of 63 dedicated equity investment professionals. Our fundamental research 
forms the cornerstone of our investment process. We take a longer-term (five-year) 
view as we aim to identify unrecognized growth opportunities for our clients. As 
such, when we encounter periods of volatility as we have recently, we believe we are 
particularly well-positioned to put such short-term price movements into the proper 
context, remaining true to our proven and disciplined investment process as we seek 
superior risk-adjusted returns for our clients.

GHADIR COOPER
GLOBAL HEAD OF EQUITIES

IN THIS CONVERSATION, BARINGS’ GLOBAL HEAD OF EQUITIES, GHADIR 

COOPER, DISCUSSES THE RECENT EQUITY MARKET VOLATILITY AND 

THE CONTINUED ATTRACTION OF EMERGING MARKETS, AND ALSO 

SHEDS LIGHT ON HOW THE BARINGS TEAM IS THINKING ABOUT 

POTENTIALLY MARKET-MOVING DEVELOPMENTS LIKE THE EMERGENCE OF 

CRYPTOCURRENCIES AND THE RECENT CHANGE IN FED LEADERSHIP.

EQUITIES
AUM $16. 3 BILLION *

AC TIVE MANAGEMENT

DIFFERENTIATED
FUNDAMENTAL

RESE ARCH

EMERGING MARKETS

SMALL CAP

GLOBAL

ACTIVE QUANT

63 INVESTMENT 
PROFESSIONALS

*As of December 31, 2017.



2For investment professionals only

BARINGS   CONVERSATIONS   |   March 2018

Emerging markets were some 
of the strongest performers 
among global stock markets 
last year. What are some 
changes that you noticed in 
emerging markets 
(if any) during 2017 and what 
is your outlook for emerging 
markets this year?

We remain constructive—investor 
appetite for emerging markets 
equities has strengthened after several 
challenging years. This has been 
driven by improved fundamentals, a 
notably stronger earnings outlook—
which we believe is sustainable given 
the economic cycle—and attractive 
valuations. We believe these trends will 
be sustained and support a continued 
upturn for the asset class. A further 
potential tailwind may come from 
investors increasing their allocations to 
the asset class, which are currently low 
by historical standards. We discussed 
these trends in detail in our recent 
Viewpoint, A New Dawn for Emerging 
Markets Equities. 

Emerging markets also continue to 
evolve. Twenty years ago, there was 
a very heavy sector concentration 
in resource companies and large 
infrastructure providers, which were 
dominated by telecoms and utility 
companies. The EM equity universe is 
now very different and includes more 
“new economy” companies, including 
world-leading technology providers.

And while emerging markets today 
encompass a vast array of companies, 
they attract significantly less sell-
side analyst research coverage than 
developed markets. This inevitably leads 
to less accurate earnings forecasting 
and consequently mispriced assets. 
This is where Barings has an advantage 
as well-resourced, active managers. 
Our dedicated EM equity team is 32 
people strong with an average of 14 
years of experience. The bottom-up 
analysis that this team conducts every 
day allows us—we believe—to unearth 
attractive opportunities for our clients. 

Equity market volatility has been surprisingly low in recent years 
as prices have appreciated. Do you think the February volatility 
flare-up is a sign of things to come or is volatility more likely to 
be muted?

We believe the outlook remains supportive for equity markets; however, potential 
headwinds also exist. A return to wage growth is coinciding with a recovery in 
capital expenditure and rising inflation expectations. This, together with some 
measured withdrawal of stimulus from central banks globally, created the conditions 
for some volatility and profit taking at the start of February.

In such an environment, we would expect some companies to fare better than others 
with the potential for some sectors and companies to be more exposed to margin 
pressures. On the other hand, there will also be companies that continue to benefit 
from the structural and cyclical trends in place.

Sell-offs like the one witnessed in early February can provide opportunities for 
long-term active investors. At Barings, we very much take a long-term approach 
to identifying areas of unrecognized growth. When we see equity prices become 
decoupled from their underlying fundamental values during bouts of market 
volatility like the recent one, we remain true to our process and aim to be as 

FIGURE 1: MSCI EMERGING MARKETS INDEX RETURN RELATIVE TO 

 MSCI WORLD INDEX (USD)

SOURCE: BARINGS, FACTSET, MSCI. AS OF DECEMBER 31, 2017.
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By relying on fundamental analysis,  
longer-term forecasts than many of our peers 

and considering other relevant factors like 
ESG, we believe we can truly add value for our 
investors—and this is even more true during 

periods of market volatility.

https://www.barings.com/viewpoints/a-new-dawn-for-emerging-markets-equities
https://www.barings.com/viewpoints/a-new-dawn-for-emerging-markets-equities
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objective as possible. By relying on 
fundamental analysis, longer-term 
forecasts than many of our peers and 
considering other relevant factors like 
ESG, we believe we can truly add value 
for our investors—and this is even more 
true during periods of market volatility. 

We know that the strong 
performance of the so-called 
FAANG stocks (Facebook, 
Amazon, Apple, Netflix, and 
Alphabet’s Google) has been 
a critical driver, especially of 
U.S. stock returns recently. 
What sectors look poised for 
strong performance in the 
years ahead?

Certainly the idea of disruptive 
platform dynamics, which FAANG 
plays into, has been an area where 
we have found strong bottom-
up investment ideas. 2017 was a 
year where the FAANG companies’ 
powerful platforms in areas such 
as e-commerce, advertising and IT 
infrastructure became more apparent 
to investors. We see this continuing 
in 2018, albeit with more nuances 
around evolving pressures from 
regulators and governments and the 
investments the companies need to 
make in order to adapt.

Looking beyond FAANG and leveraging 
the fundamental analysis of our specialist 
global research team, we see the 
software sector in particular as an area 
with a growing number of companies 
exhibiting similar platform dynamics in 
how they compete and grow. 

Outside of technology, we are able 
to look at these structural changes 
taking place and identify a far wider 
range of potential investments across 
different market capitalizations, 
regions and sectors. This means an 
ever closer collaboration between our 
specialist sector research teams and 
the specialist regional teams to identify 
the most attractive opportunities on a 
fundamental, bottom-up basis.

With the jury still out on 
the long-term viability of 
cryptocurrencies, can you 
comment on the potential 
impacts for equity investors 
from cryptocurrencies and 
block chain technology  
more broadly?

The premise behind the emergence of 
the Bitcoin cryptocurrency was the desire 
to build a payment system that was both 
anonymous and not reliant on a central 
authority to manage that currency. 
This initiative grew in popularity after 
the global financial crisis. The recent 
volatility in the value of Bitcoin we see 
as diverting attention from the greater 
impact of the building of a system 
where “trust” is not required, and 
therefore does not need a middleman. 

The real innovation has been the use 
of block chain technology to create an 
immutable and distributed ledger of 
ownership of assets. The cryptocurrency 
(Bitcoin, Ether, Ripple, etc.) associated 
to any block chain is useful as a label to 
attach ownership of an asset to a person/
company, and then to track that asset as 
it is traded over time.

This idea is now being applied to a 
huge variety of processes, including 
insurance contracts, diamond trading 
and even digital photography royalties. 
Just focusing on the global banking 
industry, it is easy to identify uses for 
block chains where complexity and 
frictions exist, which add cost and slow 
down transactions; an example would 
be the processing of trade finance 
contracts. Any business that profits from 
transactional complexity and friction 
should be wary of disruption from block 
chain based alternatives.

Block chain is one example of a 
disruptive technology that is rapidly 
reshaping longstanding accepted 
practices in large markets, but there are 
many others just as impactful. Advances 
in artificial intelligence have accelerated 
and are becoming embedded into the 
production of services and products 
we use every single day at home 
and work, including everything from 
social media feeds to how your IT 
helpdesk prevents equipment failures; 
autonomous vehicles will dramatically 
change approaches to city planning 
with respect to municipal transport and 
real estate; robotics, and more broadly, 
automation can have fundamental 
effects on the industrial complex and 
advance manufacturing capabilities 
across the world.

The point of inflection for technology 
to deliver on the promise of significant 
productivity improvements is getting ever 
closer. We are fortunate to have sector 
teams that are able to look at disruptive 
technologies and identify not only the 
threats but also the opportunities that 
innovation has to offer.

Block chain is one example of a disruptive technology that 
is rapidly reshaping longstanding accepted practices in 

large markets, but there are many others just as impactful.
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With the recent change in leadership atop the U.S. Federal Reserve (Fed) and rates 
appearing to be on the rise, can you discuss how you factor higher rates into your 
analysis? 

Fed policy is dictated by fostering economic growth in a stable inflation environment and so it seems 
unlikely that Chairman Powell’s appointment in itself will have any meaningful impact on markets.

As equity investors, with a bottom-up approach and long research outlook, we take into account the 
macroeconomic conditions that a company operates in through our in-house calculated cost of equity.

The cost of equity is the minimum rate of return demanded by equity investors for committed capital. 
This cost of capital varies from market to market, and is dependent on economic and monetary as well as 
market conditions. This rate is required by equity investors to compensate for the risk of owning a share of 
a company versus another investment they may otherwise make. 

So any changes in macro conditions, including the reason for the changes in interest rate outlook, get 
incorporated seamlessly by our analysts and fund managers in their fundamental analysis. This affects 
our in-house earnings forecasts and also our valuation of the company through the use of an appropriate 
cost of equity. 

Any final takeaways?

As a long-term investor, who has seen many economic cycles, I urge investors to focus on fundamentals as 
a driver for returns. We believe that companies’ share prices over time reflect their earnings potential and 
as long as they are not overpriced, growth is a powerful determinant of future returns for the level of risk 
taken. Investing with an active manager, like Barings, focused on unearthing these opportunities for our 
clients, is, in our view, a compelling proposition.



Barings is a $304+ billion* global financial services firm dedicated to meeting the evolving investment and capital needs of our clients. We build lasting partnerships 
that leverage our distinctive expertise across traditional and alternative asset classes to deliver innovative solutions and exceptional service. 

Part of MassMutual, Barings maintains a strong global presence with over 1,800 professionals and offices in 16 countries.

Any forecasts in this document are based upon Barings opinion of the market at the date of preparation and are subject to change without 
notice, dependent upon many factors. Any prediction, projection or forecast is not necessarily indicative of the future or likely performance. 
Investment involves risk. The value of any investments and any income generated may go down as well as up and is not guaranteed. Past 
performance is no indication of current or future performance. PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. 
Any investment results, portfolio compositions and or examples set forth in this document are provided for illustrative purposes only and are 
not indicative of any future investment results, future portfolio composition or investments. The composition, size of, and risks associated with 
an investment may differ substantially from any examples set forth in this document. No representation is made that an investment will be 
profitable or will not incur losses. Where appropriate, changes in the currency exchange rates may affect the value of investments. Prospective 
investors should read the offering documents for the details and specific risk factors of any Fund discussed in this document.

*As of December 31, 2017
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situation or particular needs of anyone who may receive it. This document is not, and 
must not be treated as, investment advice, an investment recommendation, investment 
research, or a recommendation about the suitability or appropriateness of any security, 
commodity, investment, or particular investment strategy, and must not be construed as a 
projections or predictions.
 
In making an investment decision, prospective investors must rely on their own 
examination of the merits and risks involved and before making any investment decision, 
it is recommended that prospective investors seek independent investment, legal, tax, 
accounting or other professional advice as appropriate. 

Unless otherwise mentioned, the views contained in this document are those of Barings. 
These views are made in good faith in relation to the facts known at the time of preparation 
and are subject to change without notice. Individual portfolio management teams may hold 
different views than the views expressed herein and may make different investment decisions 
for different clients. Parts of this document may be based on information received from 
sources we believe to be reliable. Although every effort is taken to ensure that the information 
contained in this document is accurate, Barings makes no representation or warranty, express 
or implied, regarding the accuracy, completeness or adequacy of the information. 

These materials are being provided on the express basis that they and any related 
communications (whether written or oral) will not cause Barings to become an investment 
advice fiduciary under ERISA or the Internal Revenue Code with respect to any retirement 
plan, IRA investor, individual retirement account or individual retirement annuity as the 
recipients are fully aware that Barings (i) is not undertaking to provide impartial investment 
advice, make a recommendation regarding the acquisition, holding or disposal of an 
investment, act as an impartial adviser, or give advice in a fiduciary capacity, and (ii) has a 
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refrain from taking any course of action within the meaning of U.S. Department of Labor 
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hold any security or other investment. You are advised to contact your own financial advisor 
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appropriate for your circumstances. The information provided herein is intended to be used 
solely by the recipient in considering the products or services described herein and may not 
be used for any other reason, personal or otherwise.

OTHER RESTRICTIONS: 
The distribution of this document is restricted by law. No action has been or will be taken by 
Barings to permit the possession or distribution of the document in any jurisdiction, where 
action for that purpose may be required. Accordingly, the document may not be used in any 
jurisdiction except under circumstances that will result in compliance with all applicable laws 
and regulations. 

Any service, security, investment or product outlined in this document may not be suitable 
for a prospective investor or available in their jurisdiction. 

The information with respect to UCITS Funds is not intended for U.S. Persons, as defined 
in Regulation S under the U.S. Securities Act of 1933, or persons in any other jurisdictions 
where such use or distribution would be contrary to law or local regulation.
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