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 TaBLe oF conTenTs

 MaRkeT Review

Every region and sector except 
Information Technology posted 
positive returns in the quarter.

The Kenyan market rose as its 
Supreme Court annulled the results 
of the August presidential election, 
citing vote-counting irregularities, 
and mandated a new election. 

The Gulf States and Financials were 
buoyed by investors’ expectations 
of Kuwait’s upgrade to Emerging 
Market status by index-provider 
FTSE Russell.

 poRTFoLio hiGhLiGhTs

Several secular trends in frontier 
economies are strengthening 
the foundation for growth 
and expanding the universe of 
investment opportunities. 

We initiated two new holdings in 
Consumer Staples and Real Estate.

coMposiTe peRFoRMance (% ToTaL ReTuRn) FoR peRiods ended sepTeMBeR 30, 20171

3 MonThs YTd 1 YeaR 3 YeaRs2 5 YeaRs2 since incepTion2,3

hL FRonTieR eMeRGinG MaRkeTs (GRoss oF Fees) 6.39 20.22 18.97 -0.92 7.74 1.42

hL FRonTieR eMeRGinG MaRkeTs (neT oF Fees) 6.04 19.00 17.33 -2.36 6.19 -0.01

Msci FRonTieR eMeRGinG MaRkeTs index4,5 6.30 21.06 15.91 -2.12 4.48 -1.51

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 16.4 6.6

cons discReTionaRY 9.1 1.4

heaLTh caRe 4.9 1.5

MaTeRiaLs 9.5 6.9

inFo TechnoLoGY 2.5 0.5

cash 1.4 –

eneRGY 5.3 5.6

TeLecoM seRvices 7.5 9.3

uTiLiTies 0.0 3.4

ReaL esTaTe 5.2 9.0

indusTRiaLs 3.9 8.7

FinanciaLs 34.3 47.1

-14.0 -7.0 0.0 7.0 14.0

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 Inc. 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 54.4% and Emerging Markets exposure is 44.2%.

(14.0)     (7.0)         0.0            7.0                 14.0

(14.0)      (7.0)          0.0             7.0                  14.0-14.0 -7.0 0.0 7.0 14.0
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which incumbent President Uhuru Kenyatta was the apparent 
victor, and mandated that it be repeated before November 1. 
The ruling testified to the independent judicial branch’s ability 
to check the executive branch’s power and force politicians to 
dispute election outcomes only by legal means. This is particu-
larly important for Kenya given the violence that erupted when 
previous election results were contested in 2007. 

Nigeria’s positive performance in local currency terms was off-
set by the impact of a change in MSCI’s reference exchange rate 
from the increasingly unobtainable official rate to the NAFEX* 
benchmark rate, based on a facility introduced by the Central 
Bank in April to allow easier and faster capital repatriation by 
foreign investors. Good liquidity in the NAFEX window has led 
to the gradual convergence of the NAFEX and the naira’s unof-
ficial market rate. We have used the NAFEX rate to value our 
portfolio holdings since June 2017.

Bangladesh and Vietnam were Asia’s top performers. Bangla-
desh was bolstered by advances in the shares of Grameen-
phone—the country’s largest mobile telecom company. Gra-
meen emerged as the leader in terms of market share, revenue, 
and network coverage following last year’s government-man-
dated user-registration program, aimed at verifying subscribers’ 
identities. The program, which eliminated unverified subscrib-
ers across the telecom market, effectively boosted Grameen’s 
market share as the company had fewer unverified subscribers 
relative to its competitors. Since the 2016 merger between Robi 
Axiata and Airtel, the top three players now control 97% of the 
market. This has led to diminished rivalry. Grameen’s growth 
outlook remains strong, supported by the low mobile penetra-
tion in Bangladesh and increasing smartphone adoption that is 
driving data usage.

Amidst the otherwise strong performance of Asian markets, 
Pakistan was the worst-performing FEM in the quarter. Shares 
of Habib Bank suffered heavy losses when the New York De-
partment of Financial Services imposed a multi-million dollar 
fine and ordered it to close its US branch after investigations 
revealed serious deficiencies in the bank’s anti-money launder-
ing compliance. We discuss Habib further in this report. 

Financials were boosted by Kuwaiti banks in anticipation of 
Kuwait’s upgrade to Emerging Market (EM) status by index-
provider FTSE Russell. Argentina’s Banco Macro and Grupo 

 MaRkeT Review

Frontier emerging markets (FEMs) posted strong returns in 
the third quarter of 2017, with the MSCI FEM Index rising 
6.3%. Every region and sector except Information Technology 
advanced. 

Latin America was strong across the board. Investors in Ar-
gentina applauded the results of August primary elections in 
which President Mauricio Macri’s Cambiemos (“Let’s Change”) 
coalition garnered 36% of the nationwide vote, winning sever-
al important districts, while populist former President Cristina 
Fernández de Kirchner who ran in the Buenos Aires province 
fared poorly. The solid showing for Cambiemos allayed fears 
that Macri’s pro-business reform agenda could be derailed by 
the return of a populist government in the upcoming parlia-
mentary elections.  

Africa rose this quarter, due mostly to the strong Kenyan mar-
ket. Kenya’s Supreme Court, citing vote-counting irregulari-
ties, annulled the results of the August presidential election, in 

secToR peRFoRMance (usd %) 
oF The Msci FeM index

secToR 3Q 2017 TRaiLinG 12 MonThs

cons discReTionaRY 12.0 4.1

cons sTapLes 0.7 1.2

eneRGY 5.9 22.4

FinanciaLs 7.7 20.1

heaLTh caRe 6.0 6.6

indusTRiaLs 3.6 13.2

inFo TechnoLoGY -7.8 -4.9

MaTeRiaLs 3.7 11.1

ReaL esTaTe 7.5 7.9

TeLecoM seRvices 7.8 18.0

uTiLiTies 5.3 26.2

MaRkeT peRFoRMance (usd %)

counTRY                                   3Q 2017 TRaiLinG 12 MonThs

phiLippines 3.1 2.6

aRGenTina 14.4 42.1

kuwaiT 17.2 41.9

coLoMBia 6.5 12.7

peRu 14.1 32.3

vieTnaM 7.0 8.4

niGeRia -2.0 26.2

MoRocco 1.6 21.7

eGYpT 2.2 -17.6

kenYa 8.8 23.2

Msci FeM index 6.3 15.9

Source: FactSet (as of September 30, 2017). MSCI Inc. and S&P.
Selected countries are the 10 largest by weight, representing 83% of the 
MSCI Frontier Emerging Markets Index.

*NAFEX stands for Nigerian Autonomous Foreign Exchange Rate Fixing. 
The rate is computed based on the survey of ten Nigerian banks conducting 
currency operations involving purchases and sales of currency on behalf of 
their clients. The NAFEX rate is market determined, since it most closely 
reflects the rate available to investors in open-market transactions.

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 September 30, 2017 is available on page 6 of this report.
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Financiero Galicia also rose strongly. The country’s improv-
ing economy and declining inflation should stimulate credit 
demand from local businesses previously unable to afford long-
term financing.

Energy shares advanced in the quarter. The price of oil rose 
17% as global oil inventories were drawn down. Supply de-
creased due to production cutbacks, mostly by OPEC countries. 
At the same time, global oil consumption surpassed expecta-
tions, prompting OPEC to increase its global demand forecasts 
for the next two years. 

Materials shares were supported by rebounding commodity 
prices, particularly copper, which has advanced by over 15% 
in 2017 to date. Reports that China could ban imports of scrap 
metal—which would boost demand for virgin copper—helped 
sustain a rally in Peruvian mining stocks. Peru, the world’s sec-
ond-largest copper producer, has been ramping up production.  

 peRFoRMance and aTTRiBuTion 

The Frontier Emerging Markets composite performed in line 
with its benchmark in the third quarter, rising 6.4%, against 
the MSCI FEM Index’s 6.3%. For the year to date, the compos-
ite posted a 20.2% return to the benchmark’s 21.1%. The charts 
on the right illustrate performance attribution for the quarter 
by sector and region, respectively.

By sector, stock selection was strongest in Materials, led by 
Vietnamese steel producer Hoa Phat Group (HPG), the larg-
est producer of construction steel in the country. Its vertical 
integration gives HPG a cost advantage that helped it gain mar-
ket share from smaller producers. HPG has experienced strong 
volume growth and favorable domestic pricing due to “anti-
dumping” tariffs on imports. We have traditionally stayed away 
from metals and mining companies because, as commodities 
producers, their returns depend greatly on factors outside their 
control: fluctuations in global supply and demand and result-
ing swings in output prices. Very few of them can be considered 
low-cost producers, and many are encumbered by significant 
debt. Within Materials, we prefer to focus on producers of ce-
ment, construction steel, or other products employed domes-
tically, such as HPG, who can achieve significant competitive 
advantages in their home market.

Poor stock selection in Energy detracted. Kazakhstan’s Nos-
trum Oil & Gas fell following an English court’s ruling allowing 
Claremont, an entity controlled by former Nostrum Executive 
Chairman Frank Monstrey, to dispose of its large shareholding. 

Viewed by region, stock selection in the outperforming Asian 
markets contributed most to relative performance. Grameen-
phone reported sustained subscriber growth and its ninth con-
secutive quarter of revenue growth: more than 15% year-on-
year. The portfolio also benefited from strong stock selection 
across Africa. With foreign-exchange concerns subsiding in 
Nigeria, Guaranty Trust Bank outperformed while achieving 
62% growth in net income during the first half of the year. 

Guaranty has maintained high asset quality throughout the re-
cession.

We also benefited from stock selection in Pakistan, upon which 
the Habib Bank scandal weighed heavily. When we previous-
ly examined Habib, we observed that it trailed behind its top 
peers on profitability and efficiency metrics. Despite being the 
largest bank in Pakistan with the widest branch footprint, its 
proportion of low-cost current and savings accounts deposits 
was lower than that of its main competitors. Moreover, the 
bank’s management pursued lending to the agricultural sector, 
seemingly prioritizing social objectives ahead of profitability. 
We ultimately decided to invest in United Bank Pakistan and 
MCB Bank instead. Management quality and foresight is one of 
the key pillars of our investment process; while we could not 
have foreseen Habib’s falling out with the US regulator, paying 
close attention to management’s track record served us well.   

*Includes frontier markets or emerging markets companies listed in devel-
oped 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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markets and pharmacies) and discretionary (department, 
hardware, and drug stores) formats.

Investment in Infrastructure

Lack of physical infrastructure is a significant barrier to 
economic growth for many frontier countries. By easing 
logistical bottlenecks and increasing efficiency, the mod-
ernization of infrastructure creates opportunities for FEMs 
to integrate their economies more closely in global manu-
facturing and supply chains.

Pakistan has long suffered from inadequate roads and an 
unreliable power supply. Beginning in 2013, the Pakistani 
government partnered with China to promote FDI via the 
China-Pakistan Economic Corridor (CPEC), a more than 
US$50 billion initiative consisting of large-scale construc-
tion and infrastructure projects to improve transporta-
tion links between China and Pakistan and upgrade the 
latter’s power sector. Lucky Cement—the largest cement 
manufacturer in Pakistan with approximately 18% market 
share—has benefited from the demand for cement under-
pinned by CPEC. Lucky is the industry’s lowest-cost pro-
ducer due to the proximity of its Karachi plant to Pakistan’s 
main port, its own captive power plants, and its nation-
wide distribution network.

FEMs are typically unencumbered by the legacy infrastruc-
ture that exists in developed countries, which allows them 
to leapfrog directly into some of today’s newest technolo-
gies. Telephony is an example: most frontier countries 
have bypassed landline telephone networks altogether in 
favor of wireless connectivity. Despite being a late adopt-
er of 3G technology, Bangladesh has experienced a rapid 
increase in mobile telephony that has more than tripled 
smartphone penetration between 2013 and 2016. Local 
telecom carriers are able to offer Bangladeshi consumers 
access to data services on par with those in emerging and 
developed markets. Grameenphone enjoys the widest 3G 
network footprint in Bangladesh, enabling it to add data 
subscribers rapidly, which now account for over 40% of 
the total subscriber base. Additional revenue generated 
from data permits the company to reinvest in spectrum 
and network buildout, further extending its distribution 
reach.

Government Promotion of Business-Friendly Policies

Many frontier governments are increasingly supporting 
privatization and other reforms to ease regulatory burdens 
and encourage FDI. Such initiatives are key to fostering a 
business-friendly climate conducive to growth. Argentina is 
undergoing a profound pro-business shift, as the Macri ad-
ministration embarks on a series of wide-ranging reforms 
designed to address impediments to economic growth dat-
ing to the Nestor and Cristina Kirchner administrations. 
Initial steps included abolishing foreign-exchange controls 
and reducing or removing export taxes on grain, beef, and 

The top-performing Gulf States detracted most from our rela-
tive returns, especially our underweight to the Kuwaiti mar-
ket, which makes up nearly three-quarters of the region. As 
we discussed last quarter, index-inclusion announcements typi-
cally trigger a flurry of activity by active investors attempting 
to front run expected capital flows by passive and other bench-
mark-driven investors. Such thinking has no bearing on our 
portfolio construction; rather than speculating on short-term 
movements, we confine ourselves to seeking financially strong, 
high-quality, long-duration growth businesses that are run by 
experienced managers whose interests are aligned with their 
shareholders. Since we have thus far found few such Kuwaiti 
companies, we remain underweight that market. 

 invesTMenT peRspecTives

Secular Trends and Investment Opportunities in Frontier 
Emerging Markets  

Several trends in frontier economies are strengthening the 
foundation for growth and expanding the universe of invest-
ment opportunities: growing investment in education and in-
frastructure, the increasing adoption of business-friendly poli-
cies by governments, and innovations in banking and credit 
that support broader economic inclusion.  

Investment in Education

Fast population growth in many frontier nations translates 
into high proportions of young workers. But an abundant 
labor force must be educated in order to compete effec-
tively in the global economy. Some frontier countries are 
making substantial progress in this regard. Vietnam’s siz-
able investment in education, equal to 4.5% of its GDP 
(ahead of the regional average of 3.0%), has borne fruit: 
youth illiteracy has been virtually eliminated, and Viet-
nam now ranks well above most developed countries in 
science, mathematics, and reading. Educational initiatives 
aimed at skills development have helped to cement Viet-
nam’s position as one of the top foreign direct investment 
(FDI) destinations among FEMs. The country has attracted 
multi-billion dollar investments from Korea’s Samsung and 
Taiwan’s Hon Hai Precision, which operate technology-
manufacturing and assembly plants in Vietnam.

The higher incomes of skilled laborers support consump-
tion and growth in many frontier nations. The Philippines’ 
robust business process outsourcing (BPO) industry em-
ploys 1.4 million people and accounts for 9% of the coun-
try’s GDP. Workers in the BPO industry earn higher wages 
than the average Filipino, allowing them to spend a larger 
share of their incomes on discretionary goods. Robinsons 
Retail is poised to benefit from the increased purchasing 
power and changing lifestyles of urban middle-class Filipi-
nos and from the ongoing formalization of the retail sector 
in the Philippines. The second-largest multi-format retail 
group in the Philippines, Robinsons has over 1,500 stores 
throughout the country, including both staples (super-

https://www.hardingloevner.com/fileadmin/pdf/FEM/2017/FEM-2Q17-Report.pdf
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procures fresh milk from a vast network of dairy farmers, sup-
porting nearly 7,700 farming households across the country. 

The impact of leading frontier companies like Vietnam Dairy 
and Safaricom is not lost on politicians; it can help shield such 
companies from political meddling or regulatory overreach. 
The high-quality companies we own in the portfolio thus tend 
to demonstrate greater resilience against the political upheav-
als inherent in frontier markets and, in fact, can serve as “safe 
havens” in times of elevated geopolitical risk. 

Each country in the frontier universe follows its own unique de-
velopment path. The underlying economic and political diver-
sity of FEMs coupled with the lower level of global investor en-
gagement in frontier equities—which are generally overlooked 
and under-owned—contributes to their lower correlations with 
both emerging and developed markets. Thus FEMs can be pow-
erful diversifiers of global investment portfolios, reducing their 
overall risk while providing the opportunity to benefit from 
frontier markets’ potential long-term growth.

 poRTFoLio hiGhLiGhTs

During the quarter, we initiated new positions in two high-
quality growth companies. 

Nestlé Nigeria is a leading food and beverage producer that 
has operated in the country since the 1960s. Its iconic products 
such as Maggi bouillon cubes, Milo fortified drinks, and Golden 
Morn breakfast cereal are staples and essential sources of nu-
trients for many Nigerians. Demand for these trusted products 
is relatively inelastic, enabling the company to sustain growth 
even in the face of slowing consumer demand.   

Nigeria’s relatively underdeveloped infrastructure makes it dif-
ficult to operate conventional modern retail formats outside 
of major cities. This makes Nestlé Nigeria’s robust distribution 
platform, encompassing an extensive network of regional ware-
houses and depots that serve over 300,000 retail shops across 
the country, one of its unique competitive strengths. 

Nestlé Nigeria demonstrated its resilience during a particularly 
challenging time for the country’s economy after the naira de-
valuation in June 2016, when economic growth turned nega-
tive for the first time in a decade and inflation spiked to over 
18%. In order to offset the impact of a rise in dollar-linked 
input costs, the company raised prices on most products and 
instituted a rigorous cost-savings program. The result was a 
strong rebound in revenue and profitability. We believe Nestlé 
Nigeria is positioned to realize its long-term growth potential 
once Nigeria’s economy recovers and consumer demand im-
proves. 

SM Prime Holdings is the Philippines’ leading integrated prop-
erty developer, which builds and operates malls, residential 
properties, offices, and hotels. Rental income from the com-
pany’s shopping mall, office, and hospitality assets, accounting 
for three-quarters of its operating income, provides a steady 

soybeans. More recently, Macri has implemented energy 
reforms, reducing heavy consumer subsidies for electricity 
in order to curb the budget deficit and incent power com-
panies to upgrade their ancient infrastructures.

The Macri administration has also undertaken reforms in 
the banking sector, abolishing restrictions on minimum 
deposit rates and fees, relaxing mandatory lending to 
certain sectors, and eliminating license requirements for 
opening branches. Macri’s reforms, combined with declin-
ing inflation, are stimulating lending by Argentine banks, 
such as Banco Macro and Grupo Financiero Galicia, pri-
marily to local small- and mid-size enterprises. Credit in 
Argentina is growing at an approximately 15% rate when 
adjusted for inflation, much faster than in other Latin 
American countries.

Innovations in Banking and Credit

Today, frontier nations have considerably lower levels of 
credit penetration than countries in the emerging and de-
veloped world. At just 38%, the private sector credit-to-
GDP ratio for frontier countries is less than half of EM lev-
els. The promotion of financial inclusion by governments 
of many FEMs combined with new technologies that ex-
pand low-cost access to banking and credit should sustain 
secular growth in their financial sectors. 

The success of “mobile money” in Kenya demonstrates 
how technological innovation can overcome the lack of 
a traditional banking infrastructure. M-Pesa, a mobile 
money-transfer and payment platform launched by Safa-
ricom in 2007, currently counts 19 million active users, 
with an annual transaction value equal to approximately 
half of Kenya’s GDP. The value of transactions carried 
out through M-Pesa, which accounts for over 80% of all 
mobile money transactions in Kenya, has grown at 27% 
per year on average since 2013. By giving them access 
to mobile money accounts, M-Pesa has brought millions 
of people and small businesses—including those in rural 
areas where bank branches are sparse—into the modern 
banking system. It has also facilitated the creation of an 
electronic payment ecosystem encompassing payment pro-
cessing, savings, lending, and, eventually, e-commerce, in 
a country underpenetrated by branch banking.

These  four broad trends should sustain growth into the future. 
They act as tailwinds to current holdings and create fertile en-
vironments for the emergence of the next generation of high-
quality, long-duration growth businesses. 

Like Safaricom, companies meeting our investment criteria of-
ten make a substantial impact on their local economies that 
goes far beyond generating shareholder profits. For example, 
Vietnam Dairy Products has been instrumental in developing 
and growing a domestic dairy industry in Vietnam over the past 
forty years. In addition to directly employing more than 10,000 
workers in its factories and processing facilities, the company 
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FRonTieR eMeRGinG MaRkeTs Ten LaRGesT hoLdinGs (as oF sepTeMBeR 30, 2017)

coMpanY counTRY secToR end wT. (%)

hoa phaT GRoup  Steel producer vieTnaM MaTeRiaLs 4.8

saFaRicoM  Mobile operator kenYa TeLecoM seRvices 4.2

cRedicoRp  Commercial bank peRu FinanciaLs 3.5

Banco MacRo  Commercial bank aRGenTina FinanciaLs 3.2

sQuaRe phaRMaceuTicaLs  Pharmaceuticals manufacturer BanGLadesh heaLTh caRe 3.1

eMaaR pRopeRTies  Real estate developer uniTed aRaB eMiRaTes ReaL esTaTe 2.8

aLicoRp  Consumer goods manufacturer peRu cons sTapLes 2.8

JoLLiBee Foods  Quick service restaurant chain phiLippines cons discReTionaRY 2.6

GRupo FinancieRo GaLicia  Commercial bank aRGenTina FinanciaLs 2.6

secuRiTY Bank  Commercial bank phiLippines FinanciaLs 2.5

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.

stream of cash, which SM Prime uses to fund its development 
activities and makes it more resilient than others in the cyclical 
real estate development business.  
 
The shopping mall segment—SM Prime’s crown jewel and larg-
est profit contributor—consists of 63 malls in the Philippines, 
accounting for over half of the mall floor space nationwide. 
One of SM Prime’s key competitive advantages is its associa-
tion with sister company SM Retail, which operates some of 
the country’s best-known retail chains. By securing these retail-
ers as the anchor tenants of its malls under development, SM 
Prime is able to draw other well-known domestic and interna-

tional retailers to the properties and quickly achieve high oc-
cupancy levels. Many popular local retailers, such as Bench and 
Jollibee Foods, and international brands, such as Uniqlo and 
H&M, have opened flagship stores in SM Prime malls.

Despite retail-space expansion in recent years, the Philippines 
still ranks among the lowest in Asia on the basis of retail space 
per capita. The Philippine economy’s current momentum fea-
tures strong employment and rising disposable income and 
consumer spending, thus supporting the continued growth of 
SM Prime’s mall and residential operations.
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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 recommendations 
to buy or sell any security. 

3Q17 conTRiBuToRs To aBsoLuTe ReTuRn (%)

LaRGesT conTRiBuToRs secToR avG. wT. conTRiBuTion

hoa phaT GRoup MaTs 4.2 0.88

Banco MacRo Fina 2.7 0.70

saFaRicoM TcoM 4.3 0.57

cRedicoRp Fina 3.5 0.48

JoLLiBee Foods dscR 2.6 0.45

3Q17 deTRacToRs FRoM aBsoLuTe ReTuRn (%)

LaRGesT deTRacToRs secToR avG. wT. conTRiBuTion

nosTRuM oiL & Gas eneR 2.2 -0.39

univeRsaL RoBina sTpL 2.1 -0.16

GLoBanT inFT 1.9 -0.15

keRneL sTpL 1.1 -0.14

vieTnaM daiRY pRoducTs sTpL 2.1 -0.09

LasT 12 Mos conTRiBuToRs To aBsoLuTe ReTuRn (%)

LaRGesT conTRiBuToRs secToR avG. wT. conTRiBuTion

Banco MacRo Fina 2.5 1.20

JaRiR MaRkeTinG dscR 1.9 1.17

cRedicoRp Fina 3.1 1.14

haLYk savinGs Bank Fina 2.6 1.13

hoa phaT GRoup MaTs 3.7 1.13

LasT 12 Mos deTRacToRs FRoM aBsoLuTe ReTuRn (%) 

LaRGesT deTRacToRs secToR avG. wT. conTRiBuTion

univeRsaL RoBina sTpL 2.4 -0.52

easT aFRican BReweRies sTpL 1.7 -0.36

JoLLiBee Foods dscR 2.7 -0.35

Bpi Fina 2.3 -0.26

aGThia sTpL 0.9 -0.20

poRTFoLio chaRacTeRisTics

QuaLiTY & GRowTh hL FeM Msci FeM Risk & vaLuaTion hL FeM Msci FeM

pRoFiT MaRGin1 (%) 18.1 16.9 aLpha2 (%) 3.94 —

ReTuRn on asseTs1 (%) 6.4 4.2 BeTa2 0.82 —

ReTuRn on eQuiTY1 (%) 19.5 14.0 R-sQuaRed2 0.81 —

deBT/eQuiTY RaTio1 (%) 47.8 95.5 acTive shaRe3 (%) 70 —

sTd dev oF 5 YeaR Roe1 (%) 3.5 3.0 sTandaRd deviaTion2 (%) 10.59 11.56

saLes GRowTh1,2 (%) 8.9 7.8 shaRpe RaTio2 0.71 0.37

eaRninGs GRowTh1,2 (%) 12.9 8.4 TRackinG eRRoR2 (%) 5.1 —

cash FLow GRowTh1,2 (%) 18.7 11.0 inFoRMaTion RaTio2 0.64 —

dividend GRowTh1,2 (%) 2.2 -0.1 up/down capTuRe2 92/72 —

size & TuRnoveR hL FeM Msci FeM pRice/eaRninGs4 14.5 14.9

wTd Median MkT cap (us $B) 4.2 6.6 pRice/cash FLow4 10.4 11.1

wTd avG MkT cap (us $B) 6.5 8.0 pRice/Book4 2.3 2.0

TuRnoveR3 (annuaL %) 31.8 — dividend YieLd5 (%) 2.5 2.5

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: October 4, 2017); Harding Loevner Frontier Emerging Markets Model, based on the underlying 
holdings; MSCI Inc.

coMpLeTed poRTFoLio TRansacTions 

posiTions esTaBLished counTRY secToR posiTions soLd counTRY secToR

nesTLÉ niGeRia niGeRia sTpL Bank audi LeBanon Fina

sM pRiMe hoLdinGs phiLippines RLsT peTRovieTnaM dRiLLinG & weLL seRvices vieTnaM eneR

QaTaR naTionaL Bank QaTaR Fina
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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 2017 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 29 frontier 
markets and 5 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 for the period November 1, 1989 through June 30, 2017.
 
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 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. 

FRonTieR eMeRGinG MaRkeTs coMposiTe peRFoRMance (as oF sepTeMBeR 30, 2017)
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2017 YTd4 20.22 19.00 21.06 10.92 12.24 n.a.5 1 467 0.92

2016 4.89 3.34 5.41 11.22 12.43 n.M.6 1 387 0.99

2015 -16.76 -18.00 -17.99 11.28 11.81 n.M. 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


