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 taBLe oF contentS

 MaRket Review

The price of oil rallied, advancing by 
a third and buoying the markets of 
oil-exporting countries.

Asia showed strength across the 
board as all countries in the region 
gained, especially Pakistan.

Most sectors advanced with the 
exception of Consumer Staples and 
Health Care.

 poRtFoLio hiGhLiGhtS

Political direction in Argentina 
has changed radically since 
the December 2015 election of 
pro-business President Mauricio 
Macri; this quarter we initiated our 
first position in the country since 
2012.

The anticipated MSCI FEM Index 
composition changes will have only 
limited bearing on our investment 
decisions or portfolio management.

We increased our exposure to 
Telecom Services by adding to two 
existing positions in Bangladesh and 
Kenya.

coMpoSite peRFoRMance (% totaL RetuRn) FoR peRiodS endinG June 30, 20161

3 MonthS Ytd 1 YeaR 3 YeaRS2 5 YeaRS2 Since inception2,3

hL FRontieR eMeRGinG MaRketS (GRoSS oF FeeS) 4.45 5.22 -10.33 1.56 3.34 -0.60

hL FRontieR eMeRGinG MaRketS (net oF FeeS) 4.06 4.43 -11.68 0.07 1.83 -2.01

MSci FRontieR eMeRGinG MaRketS index4,5 3.77 9.17 -7.39 0.71 1.65 -3.62

1The Composite performance returns shown are preliminary; 2Annualized Returns; 3Inception Date: May 31, 2008; 4The Benchmark Index; 5Gross of withholding taxes.

Please read the above performance in conjunction with the footnotes on the last page of this report. Past performance does not guarantee future results. All 
performance and data shown are in US dollar terms, unless otherwise noted.

SectoR expoSuRe (%)

hL FeM MSci FeM (undeR) / oveR the BenchMaRk

conS StapLeS 19.9 5.9

conS diScRetionaRY 9.2 1.7

MateRiaLS 12.3 7.6

caSh 3.3 –

heaLth caRe 4.0 1.5

inFo technoLoGY 0.5 0.5

eneRGY 5.8 5.8

utiLitieS 0.7 2.7

teLecoM SeRviceS 6.9 10.2

induStRiaLS 2.5 8.8

FinanciaLS 34.9 55.3

Sector and geographic allocations are supplemental information only and complement the fully compliant 
Frontier Emerging Markets Composite GIPS Presentation.

Source: Harding Loevner Frontier Emerging Markets Model; MSCI and S&P. MSCI Inc. and S&P do not make 
any express or implied warranties or representations and shall have no liability whatsoever with respect to 
any GICS data contained herein.

6Includes frontier markets or small emerging markets companies listed in developed markets.
Current Frontier Markets exposure in the portfolio is 60.6% and Emerging Markets exposure is 36.1%.
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global oil demand is set to rise by 1.2 million barrels over 
the course of 2016. At the same time, oversupply is subsiding 
due to the declines in US shale oil production and production 
cutbacks or difficulties in Canada, Nigeria, and Venezuela, 
offsetting incremental sources of supply growth, such as Iran.1  

It remains to be seen whether this trend will be sustained.

Asia showed strength across the board as all countries in 
the region gained in the quarter. In the Philippines, the FEM 
Index’s largest component, positive reception of newly elected 
President Rodrigo Duterte’s proposed economic program 
led to strong returns. Key elements of this program include 
more aggressive implementation of infrastructure projects; 
increased spending on education, healthcare, and agriculture; 
and tax reform. Though accelerated spending could initially 
lead to a higher fiscal deficit, it is expected ultimately to boost 
the country’s long-term economic growth potential, and the 
government’s debt appears manageable, having fallen from a 
peak of 74% of GDP in 2004 to just 45% in 2015.2  Pakistan 
recorded double-digit gains on the back of MSCI’s announced 
intention to upgrade the country’s classification from Frontier 
to Emerging Market (EM) effective May 2017. It is estimated 
that Pakistan will constitute only 0.2% of the MSCI EM Index 
compared to its 9% weight in the much-smaller MSCI Frontier 
Markets (FM) Index, the promotion will still result in a net 
inflow to the market of US$500 million by index investors, 
equal to approximately five times the average daily trading 
volume of stocks listed on Pakistan’s national stock exchange.3

Similar to Asia’s, Latin America’s strong performance was 
broadly based. In Peru, market participants welcomed Pedro 
Pablo Kuczynski’s victory in the runoff presidential elections in 
June. Kuczynski, a former World Bank economist, is perceived 
as business friendly and committed to sound economic policies 
that should reinforce Peru’s economic recovery. The new 
president is expected to accelerate infrastructure spending to 
diversify the country’s economy away from dependency on 
commodities, such as copper and gold. A sizeable contributor 
to Index returns for the quarter was Credicorp, the largest 
financial services firm in Peru, with operations encompassing 
banking, insurance, and asset management. The company 
reported solid results in the first quarter backed by lower 
provision charges, improved asset quality, and strong loan 
growth, especially in local currency loans.

A sharp decline in the Nigerian market pulled Africa into 
negative territory. In June, the Central Bank of Nigeria (CBN) 
abandoned its earlier plan for a dual exchange rate regime 
and implemented a free-floating exchange rate mechanism.4  

 MaRket Review

Frontier Emerging Markets (FEMs) gained in the second 
quarter of 2016, with the MSCI FEM Index up 4%. Asia and 
Latin America ended the quarter in positive territory, while 
Africa, the Gulf Council Cooperation (GCC), and Europe 
retrenched and the Middle East closed essentially flat. 

The outcome of the UK’s referendum on European Union (EU) 
membership (Brexit) contributed to market volatility at the 
end of the quarter but did not derail positive FEM performance 
for the period. Brexit may have far-reaching implications, 
though they are difficult to specify at this stage; while we do 
not anticipate an immediate impact on frontier countries, we 
note that many of these countries have economic links to the 
UK and other EU states through trade and inbound tourism. 
Pronounced weakness in the pound sterling or the euro 
relative to frontier currencies would depress frontier markets’ 
export revenues.

The price of oil rallied during the second quarter, advancing 
by a third and buoying the markets of oil-exporting countries. 
Despite muted economic growth in much of the world, daily 

SectoR peRFoRMance (uSd %) 
oF the MSci FeM index

SectoR 2Q 2016 tRaiLinG 12 MonthS

conSuMeR diScRetionaRY 5.1 12.8

conSuMeR StapLeS -7.3 -23.0

eneRGY 2.5 -25.4

FinanciaLS 4.9 -5.4

heaLth caRe -2.9 -2.9

induStRiaLS 4.4 0.3

inFoRMation technoLoGY 27.5 11.9

MateRiaLS 7.3 -2.6

teLecoM SeRviceS 3.2 -7.5

utiLitieS 3.6 -2.2

MaRket peRFoRMance (uSd %)

countRY                                   2Q 2016 tRaiLinG 12 MonthS

phiLippineS 5.9 1.6

coLoMBia 2.9 -12.4

kuwait -6.4 -19.2

peRu 18.2 8.3

aRGentina 7.5 7.4

niGeRia -11.6 -36.0

pakiStan 14.6 -1.3

MoRocco 3.3 5.8

eGYpt 0.9 -23.7

kenYa -2.6 -10.7

MSci FeM index 3.8 -7.4

Source: FactSet (as of June 30, 2016). MSCI Inc. and S&P.
Selected countries are the 10 largest by weight, representing 84% of the 
MSCI Frontier Emerging Markets Index.

1David Cowan, “Where does Nigeria go from here? The economic fallout of 
a major devaluation,” Citi Research (June 20, 2016): 6.
2BMI Research, Business Monitor International, Economic Analysis– 
Expansionary Fiscal Plans Could Yield Dividends (June 10, 2016): 2.
3Aleksandar Stojanovski, “Pakistan rejoins EM; MSCI encouraged by Saudi 
access initiative,” Deutsche Bank Market Research (June 15, 2016): 1.
4Godwin I. Emefiele, “Re-Introducing and Operationalizing Nigeria’s 
Flexible Exchange Rate Market,” Central Bank of Nigeria (June 15, 2016).
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Investors applauded this long-overdue step required to address 
the scarcity of foreign exchange in the country. However, 
the positive local currency returns of Nigerian equities were 
counterbalanced by a sizeable naira devaluation; since it was 
allowed to float in the middle of June, the naira depreciated 
approximately 30% against the US dollar. While the CBN’s 
decision to allow the exchange rate to be determined by 
market forces is a positive step, its benefits will take time 
to materialize. In the near term, a cheap naira may result 
in imported inflation and make the overall economic 
environment more challenging.

Europe’s decline was largely due to weakness in Slovenia. 
The share price of Krka, a leading producer of generic 
pharmaceuticals in Central and Eastern Europe, fell as the 
company’s revenue growth slowed. In Russia, Krka’s largest 
market, the ruble’s depreciation against the euro offset local 
currency revenue growth.

The GCC fell in the quarter, dragged down by Kuwait. 
National Bank of Kuwait (NBK), the country’s largest 
bank, underperformed on the back of a slight downward 
revision in loan growth outlook and of ongoing precautionary 
provision charges. Unlike in most countries where the loan 
loss provisioning level is determined by bank management, 
Kuwait’s banking regulator takes an active role in setting what 
it deems an appropriate level of provisioning. The regulator 
is very conservative, so provisions mandated by the regulator 
continue to grow alongside loan growth, despite already 
substantial loan loss coverage ratios. Regardless, NBK’s core 
lending business remains stable, and the bank has recently 
raised additional equity capital to strengthen its balance sheet 
ahead of Basel III implementation.

Most sectors advanced during the quarter with the exception 
of Consumer Staples and Health Care. Consumer Staples 
was pulled down in part by weakness in Universal Robina, 
a leading food and beverage company in the Philippines, 
which reported sluggish revenue growth due to intensifying 
competition in its domestic market. Nigerian consumer 
companies also detracted, as currency depreciation offset 
positive local currency returns. The Consumer Discretionary 
sector owed its advance to Jollibee Foods, a leading fast 
food chain in the Philippines. The company released strong 
results as sales benefited from election-related spending and 
a sustained low-inflation environment that boosted Philippine 
consumers’ disposable income.

In Materials, Peruvian gold miners advanced as gold prices 
rose, while copper miners were hindered by moderating 

copper prices. The performance of companies involved in 
globally traded commodities, such as copper and gold, is tied 
to commodity price cycles and therefore tends to be volatile; 
meanwhile, cement companies tend to exhibit greater stability 
as their underlying performance is a function of primarily 
domestic factors. Furthermore, cement consumption is on 
the rise in many frontier countries, underpinned by long-
term structural trends, such as infrastructure and housing 
development. Thus the cement industry is a fertile ground 
for finding sustainably growing companies. One example is 
Lucky Cement, a new addition to our portfolio during the 
quarter, which we discuss later in this report.

The Energy sector’s positive performance during the quarter 
was driven by the oil price recovery. Notable outperformers 
included Pakistani Oil & Gas Development Company 
(OGDC) and Pakistan Petroleum Limited (PPL), both of 
which also benefited from company-specific developments: 
OGDC made several new oil and gas discoveries, while PPL 
finalized the 10-year extension to the government lease on its 
Sui gas field on terms favorable to the company.

 peRFoRMance and attRiBution

The Frontier Emerging Markets composite outperformed 
in the quarter, rising 4.5% while its benchmark, the MSCI 
Frontier Emerging Markets Index, rose 3.8%. Year-to-date, 
the composite has advanced 5.2%, underperforming the 
Index’s 9.2% return. The charts below illustrate performance 
attribution for the quarter by sector and region, respectively. 

The portfolio’s relative performance was a mix of strong 
selection partially mitigated by poor allocation. Strong stocks 
in Consumer Staples helped, but our overweight in this 
underperforming sector did not. Olympic Industries, the 
largest biscuit and confectionary manufacturer in Bangladesh, 
benefited from expanding margins mainly because of lower 
commodity prices and the company’s move toward premium 

Companies held in the portfolio during the quarter 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 June 30, 2016 is available on page 6 of this report.
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of soybeans and beef. The country’s population is one of the 
most educated and urbanized in Latin America.5

Despite these advantages, Argentina has operated below its 
potential for the last 15 years due to the destructive policies 
of the Nestor and Cristina Kirchner governments. We have 
avoided investing in Argentina since 2012, deterred by 
unfriendly and unpredictable government policies toward 
business, which posed substantial risks to companies 
operating in the country. Indeed, strict price controls in the 
high inflationary environment pressured corporate margins, 
capital movement restrictions meant that companies were 
unable to pay dividends, and oppressive regulations forced 
banks to lend at rates of interest below inflation.

Political direction in the country has changed radically 
since the December 2015 election of pro-business President 
Mauricio Macri. Upon taking office, the Macri administration 
swiftly undertook wide-ranging reforms designed to address 
the country’s longstanding economic imbalances. The first 
step in that direction was the abolition of foreign exchange 
controls, resulting in a substantial depreciation of the peso 
against the US dollar that largely eliminated the gap between 
the official and black market rates.6

Another positive step was the removal of agricultural export 
taxes on grain and beef exports and the substantial reduction 
of taxes on soya meal exports. The scrapping of taxes and 
quotas on agricultural exports, coupled with the devaluing 
peso, should boost Argentina’s exports and stimulate the 
country’s agricultural sector, which suffered from a long 
period of underinvestment in infrastructure and facilities 
under the Kirchner regimes.

In April, the country finally settled a longstanding legal 
dispute from 2001’s sovereign default by making a repayment 
to holdout creditors. Subsequently, Argentina returned to 
the international capital markets with a US$16.5 billion 
bond issuance, the first such offering in more than a decade. 
Well-functioning capital markets and a fairly valued currency 
should stimulate a greater flow of foreign direct investment 
into Argentina. Forty foreign companies have announced 
investment projects totaling US$40 billion, which is three 
times the amount announced in the same period a year ago.7 

For the first time in over a decade, the Central Bank of 
Argentina (BCRA) has publicly announced an inflation target: 
it aims to lower the annual inflation rate from over 35% to 5% 
by end of 2019.8 Lower inflation means lower interest rates, 

products. Energy holdings also positively contributed, 
especially PetroVietnam Drilling, which benefited from 
the oil-price rebound. Financials detracted most from 
performance due to a combination of poor stock selection and 
our underweight to this strongly performing sector. Banks in 
Kenya (Equity Bank) as well as in the Gulf (Saudi British 
Bank), and diversified financial services firm Kuwait Projects 
hurt performance.

Viewed by geography, we benefited from strong stock selection 
in the GCC and Africa. In the Gulf, Saudi Arabian holdings 
contributed most to relative performance, especially fast-food 
chain Herfy Food Services, whose store growth continued. 
Our underweight to the poorly performing Kuwait market also 
helped performance. In Africa, our Nigerian banks (Guaranty 
Trust Bank, Zenith Bank, and Access Bank) helped, though 
this benefit was partially offset by cement companies (Lafarge 
Cement WAPCO and Dangote Cement) that were hurt by 
poor pricing dynamics and unfavorable mix shifts. Our 
underweight in the outperforming Latin American region also 
detracted.

 inveStMent peRSpectiveS

Argentina

With a population of 43 million people, Argentina is the 
third-largest economy in Latin America and has the second-
highest income per capita. The country boasts substantial oil 
and natural gas reserves, a host of mineral deposits, and an 
abundant water supply. Argentina is also one of the world’s 
leading food producers, ranking among the top-five producers 

-3.0

-1.5

0.0

1.5

3.0

*Includes frontier markets or emerging markets companies 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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5Carlos G. Macedo, Marvelo Cintra, and Steven Goncalves, “Argentina: 
Banks,” Goldman Sachs Equity Research (April 26, 2016).
6Rodrigo Vergara, “International Monetary and Financial Committee Thirty-
Third Meeting,” International Monetary Fund (April 16, 2016).
7Nicholas D. Smithie, Andre Carvalho, and Francisco Schumacher, 
“Argentina: USD 200bn ways to play reform momentum,” HSBC Research 
(June 6, 2016).
8Taos Turner, “Argentina’s Central Bank to Take Aim at Inflation,” Wall 
Street Journal (April 28, 2016).
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which in turn should stimulate credit growth and bolster the 
recovery of economic activity.

Past financial crises, high inflation, and peso devaluations 
have diminished public confidence in the banking system; 
Argentines tend to save in currencies other than the peso and 
hold them in bank safe deposit boxes or in overseas accounts. 
As a result, the financial system is transactional in nature 
and is small compared to the size of the national economy. 
At 14%, credit penetration in Argentina—as measured by 
bank loans to private-sector GDP—is very low compared to 
other countries in the region, such as Brazil at 51%, Colombia 
at 41%, and Peru at 34%.9 We believe the normalization of 
the economy through lower inflation and the corresponding 
higher real interest rates could spur deposit expansion and 
allow banks to extend long-term loans, directly benefiting our 
new holding in Banco Macro, discussed later in this report.

Anticipated Index Changes and Our Portfolio Positioning 

In its most recent Market Classification Review, index-provider 
MSCI clarified its position regarding several constituents of 
the Emerging and Frontier Markets Indexes:10

1. Pakistan will be reclassified from an FM to an EM 
effective May 2017.

2. Argentina will be considered for reclassification from 
an FM to an EM over the course of 2017.

3. Peru will continue to be classified as an EM, but may 
change to FM status should one or more of its three 
currently eligible stocks fail to meet the liquidity 
criteria for EMs.

4. Nigeria could be eliminated from the MSCI FM Index to 
a standalone market due to capital mobility issues. The 
final decision will be announced in November.

5. MSCI will continue to monitor the evolution of 
the opening of the Saudi Arabian equity market to 
international institutional investors. Once the opening 
is fully implemented (expected by mid-2017), MSCI 
will consider Saudi Arabia for inclusion in the EM 
Index.

Two observations with regards to these anticipated changes in 
the benchmark and our portfolio positioning: first, we believe 
that, unlike Qatar and the UAE, Pakistan will remain in the 
FEM Index even after its inclusion in the EM Index, because 
its lower Gross National Income (GNI) per capita leaves it 
ineligible to be removed from the FEM Index.  Hence, Pakistan 
would simply shift from one category to another within the 
FEM Index.11 Second, and more importantly, as bottom-up 

investors, we focus on identifying individual companies that 
meet our quality and growth criteria across the frontier and 
small emerging markets universe, including countries that are 
not even part of the FEM Index. Therefore, index composition 
changes have only limited bearing on our investment decisions 
or portfolio management. Our goal is to construct a well-
diversified portfolio of high-quality, long-duration growth 
companies across countries, regions, and sectors that, based 
on our estimates of fair values, offer superior risk-adjusted 
returns.

 poRtFoLio hiGhLiGhtS

During the quarter we purchased several high-quality, growing 
companies:

Lucky Cement is the largest cement manufacturer in Pakistan, 
with approximately 18% market share. It operates in an 
oligopolistic industry where the top seven companies control 
74% of the market. Given the country’s robust cement demand 
and high capacity utilization, we expect the current low 
intensity of rivalry to continue, keeping margins healthy. The 
strength in cement demand is underpinned by the improving 
security situation in the country as well as a boost from the 
China-Pakistan Economic Corridor, a US$46 billion initiative 
spearheaded by the Chinese government consisting of large-
scale construction and infrastructure projects to improve 
transportation links between China and Pakistan. Lucky 
Cement is the industry’s low-cost producer due to its Karachi 
plant’s proximity to the country’s main port, its own captive 
power plants, and its nationwide distribution.

We have also increased exposure to the Telecom Services 
sector by adding to our existing positions in Grameenphone 
and Safaricom. With 56 million subscribers and 43% 
market share, Grameenphone is the largest mobile 
telecommunications operator in Bangladesh. Compared to 
other South Asian countries, Bangladesh was a late adopter 
of 3G technology, issuing initial licenses as recently as 2013. 
Within three years of its launch, Grameenphone has built a 
3G network covering 99% of the population. This ubiquitous 
coverage has led to strong growth in data subscribers and 
smartphone penetration, a ten-fold increase in data volume 
since 2013, and a tripling of data revenues over the same 
period. Airtel, the fourth-largest provider, was unsuccessful 
in gaining market share through a price war initiated in 2014; 
it subsequently entered into merger discussions with Robi 
Axiata, the third-largest player. Following the merger, the 
industry will become more consolidated, with the top three 
carriers controlling over 95% of the market. Competition is 
moderating and pricing on the voice segment is rising, as 
evidenced by growth in the average revenue per user in the 
first quarter of the year.

Safaricom is the largest mobile telecom company in Kenya 
with over 23 million subscribers and 65% market share. The 
company has the widest network coverage in Kenya.12 The 
Kenyan telecom industry has recently consolidated from four 

9Jorge Kuri, Felipe Salomao, and Jorge Echevarria, “Argentina Financial 
Institutions, The Banking Landscape,” Morgan Stanley Research (October 
16, 2015).
10MSCI, Results of MSCI 2016 Market Classification Review (June 14, 2016).
11MSCI, MSCI Frontier Emerging Markets Index Methodology (November 
2013).
12Safaricom Ltd., FY 2016 Results Presentation (May 11, 2016).
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coMpanY countRY SectoR end wt (%)

SaFaRicoM  Mobile operator kenYa teLecoM SeRviceS 4.1

univeRSaL RoBina  Branded consumer foods phiLippineS conS StapLeS 3.4

JoLLiBee FoodS  Quick service restaurant chain phiLippineS conS diScRetionaRY 3.3

SQuaRe phaRMaceuticaLS  Pharmaceuticals manufacturer BanGLadeSh heaLth caRe 3.2

oLYMpic induStRieS  Consumer product company BanGLadeSh conS StapLeS 3.2

eQuitY Bank  Commercial bank kenYa FinanciaLS 3.1

Banca tRanSiLvania  Commercial bank RoMania FinanciaLS 2.9

ceMentoS aRGoS  Cement manufacturer coLoMBia MateRiaLS 2.9

cRedicoRp  Commercial bank peRu FinanciaLS 2.9

hoa phat GRoup  Steel producer vietnaM MateRiaLS 2.8

FRontieR eMeRGinG MaRketS ten LaRGeSt hoLdinGS (aS oF June 30, 2016)

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.

to three operators, with Safaricom and Airtel now controlling 
85% of the market. Orange Telecom, the third player, 
has been acquired by a private equity firm. Under the new 
ownership, Orange Telecom will likely focus on reversing 
lagging profitability and investing in upgrades to its network, 
with less incentive to engage in irrational pricing behavior.

Safaricom has been able to retain its dominance in voice and 
mobile data thanks to M-Pesa, its money-transfer platform 
that extends banking services to rural Kenyans without 
access to physical branches. M-Pesa’s over 16 million active 
users represent approximately three-quarters of Safaricom’s 
subscriber base, and revenues from the platform account 
for about a quarter of company’s total revenue. Since its 
launch, M-Pesa has evolved to include several complementary 
offerings that leverage its technological expertise and 
wide customer base, including a person-to-business and 
business-to-business payment platform that allows cashless 
transactions. As M-Pesa deepens its penetration in payment 
processing, savings and lending, and eventually, e-commerce, 
the platform will engender even greater customer loyalty and 
reinforce Safaricom’s already formidable competitive position.

We established a position in Banco Macro, the fifth-largest 
bank in Argentina with approximately 7% market share 
in loans and 6% market share in deposits. The company’s 
key competitive advantages are its wide branch network, 
especially outside of Buenos Aires, its strong presence in fast-
growing niches, and its exclusive financial-agent arrangement 
with four provinces, which provides access to the payroll of 
public servants. With nearly 500 branches, 79% located in the 
interior, Banco Macro extends throughout the country. This 
positioning outside of the highly competitive Buenos Aires 
market provides the bank with access to underserved small- 
and medium-sized enterprises (SME) and the retail segment. 
The bank’s main businesses are SME finance and retail, 
especially payroll loans. Macro also offers financial services to 
large companies, distributes insurance products, and holds a 
sizeable portfolio of credit cards.

We are pleased to announce that Harding Loevner has named 
Ferrill Roll, CFA the firm’s Co-Chief Investment Officer effective 
August 1, 2016. Ferrill will work alongside our current CIO, Simon 
Hallett, CFA, who has served in this role since 2003. Ferrill’s 
appointment will enhance the capabilities and effectiveness 
of our CIO role, particularly in the areas of risk management 
and investment professional development. He has 20 years of 
experience at Harding Loevner and serves as a co-lead portfolio 
manager of our Global Equity and International Equity strategies 
as well as a Financials sector analyst. As Co-CIO, Ferrill will also 
continue to serve as a PM and analyst. For further information, 
please contact Harding Loevner.
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2Q16 contRiButoRS to aBSoLute RetuRn (%)

LaRGeSt contRiButoRS SectoR weiGht contRiBution

hoa phat GRoup MatS 2.4 0.71

cRedicoRp Fina 2.6 0.50

oLYMpic induStRieS StpL 3.0 0.49

petRovietnaM dRiLLinG eneR 1.6 0.43

heRFY Food SeRviceS dScR 1.8 0.37

2Q16 detRactoRS FRoM aBSoLute RetuRn (%)

LaRGeSt detRactoRS SectoR weiGht contRiBution

koLao hoLdinGS dScR 1.4 -0.28

univeRSaL RoBina StpL 3.4 -0.24

kipco Fina 2.0 -0.18

eQuitY Bank Fina 3.2 -0.13

nationaL Bank oF kuwait Fina 1.2 -0.12

coMpLeted poRtFoLio tRanSactionS 

poSitionS eStaBLiShed countRY SectoR poSitionS SoLd countRY SectoR

Banco MacRo aRGentina Fina aLMaRai Saudi aRaBia StpL

LuckY ceMent pakiStan MatS copa hoLdinGS panaMa indu

hikMa phaRMaceuticaLS united kinGdoM hLth

McB GRoup MauRitiuS Fina

LaSt 12 MoS contRiButoRS to aBSoLute RetuRn (%)

LaRGeSt contRiButoRS SectoR weiGht contRiBution

oLYMpic induStRieS StpL 2.8 1.66

hoa phat GRoup MatS 2.7 0.67

cRedicoRp Fina 2.2 0.62

ceMentoS aRGoS MatS 2.4 0.62

Banca tRanSiLvania Fina 2.0 0.53

LaSt 12 MoS detRactoRS FRoM aBSoLute RetuRn (%) 

LaRGeSt detRactoRS SectoR weiGht contRiBution

koLao hoLdinGS dScR 2.3 -2.76

JaRiR MaRketinG dScR 2.9 -1.95

haLYk SavinGS Bank Fina 1.7 -1.31

heRFY Food SeRviceS dScR 2.2 -1.07

noStRuM oiL & GaS eneR 1.0 -0.87

1Trailing five years, annualized; 2Weighted harmonic mean. Source (Risk characteristics): eVestment Alliance (eA); Harding Loevner Frontier Emerging Markets Composite, based on the Composite returns; MSCI 
Inc. Source (other Characteristics): Bloomberg Finance L.P. (Run Date: July 7, 2016); Harding Loevner Frontier Emerging Markets Model, based on the underlying holdings; MSCI Inc.

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) informa-
tion 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 recommendations to buy or sell any security. 

poRtFoLio chaRacteRiSticS

RiSk hL FeM MSci FeM vaLuation hL FeM MSci FeM

aLpha1 (%) 1.86 – pRice/eaRninGS2 12.3 14.0

Beta1 0.94 1.00 pRice/caSh FLow2 7.4 6.6

R-SQuaRed1 0.85 1.00 pRice/Book2 2.1 1.8

StandaRd deviation1 (%) 12.75 12.53 SiZe & tuRnoveR

ShaRpe Ratio1 0.26 0.13 wtd Median Mkt cap (uS $B) 2.4 5.5

tRackinG eRRoR2 (%) 5.1 – tuRnoveR  (5-YR avG annuaL %) 31.2 –

inFoRMation Ratio2 0.33 –

up/down captuRe2 99/91 –
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1Benchmark Index; 2Variability of the composite and the Index returns over the preceding 36-month period, annualized; 3Asset-weighted standard 
deviation (gross of fees); 4The 2016 YTD performance returns and assets shown are preliminary; 5N.A.–Internal dispersion is less than a 12-month 
period; 6N.M.–Information is not statistically significant due to an insufficient number of portfolios in the Composite for the entire year; 72008 represents 
the partial year, June 1, 2008 to December 31, 2008;  +Less than 36 months of return data.

The Frontier Emerging Markets Composite contains fully discretionary, fee paying frontier emerging markets accounts investing in non-US equity and 
equity equivalent securities of companies domiciled predominantly in frontier and smaller emerging markets countries with the objective of long-term 
capital appreciation. For comparison purposes, the Composite is measured against the MSCI Frontier Emerging Market Index (gross of withholding 
taxes). Returns include the effect of foreign currency exchange rates. The exchange rate source of the benchmark index is Reuters. The exchange rate 
source of the Composite is Bloomberg. Additional information about the benchmark index, including the percentage of composite assets invested in 
countries or regions not included in the Index, 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 23 frontier 
markets and 4 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. Harding Loevner has been independently verified by Ashland Partners & Company, LLP for the period November 
1, 1989 through March 31, 2016.
 
Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis 
and (2) the firm’s policy and procedures are designed to calculate and present performance in compliance with the GIPS standards. Verification does not 
ensure the accuracy of any composite presentation. The verification reports are 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. The firm maintains a complete list 
and description of composites, which is 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. Past performance is not indicative of future results. Policies 
for valuing portfolios, calculating performance, and preparing compliant presentations 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 Market accounts is 1.50% 
annually of the market value up to $20 million; 1.15% of amounts from $20 million to $100 million; above $100 million on request.  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. 

FRontieR eMeRGinG MaRketS coMpoSite peRFoRMance (aS oF June 30, 2016)

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

(%)

2016 Ytd4 5.22 4.43 9.17 11.79 12.61 n.a.5 1 350 0.95

2015 -16.76 -18.00 -17.99 11.28 11.81 n.M.6 1 432  1.30 

2014 8.51 6.93 7.52 10.19 10.76 n.M. 1 537 1.53

2013 19.77 18.09 4.59 12.68 11.82 n.M. 1 317 0.96

2012 22.92 21.08 21.23 14.01 13.97 n.M. 1 88 0.39

2011 -19.63 -20.83 -17.26 20.62 20.70 n.M. 1 95 0.70

2010 27.25 25.59 29.07 + + n.M. 1 96 0.87

2009 42.83 41.02 25.85 + + n.M. 1 10 0.16

20087 -53.41 -53.77 -54.74 + + n.a. 1 5 0.15


