
Emerging Markets Equity
Quarter-End Review—3Q2026Quarter Ending 9/30/2026

International equities ended the third quarter down marginally, breaking a streak of six con-
secutive quarterly gains. Markets were resilient given renewed hostilities in the Middle East 
and the subsequent rebound in energy prices. Stubborn inflation, fiscal deterioration, and 

strong economic growth pushed government bond yields to multi-decade highs, with a particu-
larly large move in France as elections loom in April 2027. The momentum trade experienced 
an unwind, with many second quarter top performers, including South Korea and Information 
Technology, trailing the broader market. 

Interest rate policy around the globe turned decisively hawkish, as the Federal Reserve (the Fed), 
Bank of Japan (BOJ), and European Central Bank (ECB) all raised interest rates in September, 
the first time in history that all three banks raised rates in the same month. The September rate 
hikes marked the Fed’s first increase in over three years and second increase for the ECB during 
its current tightening cycle that began in June. Both central banks face pressure to bring inflation 
under control as they look to avoid a repeat of 2022, when their delayed reaction to inflation 
forced them to aggressively increase interest rates and caused a slowdown in the global economy. 
The current increase in inflation is troubling but remains energy led. Second round effects such 
as wage growth remain subdued, unlike in 2022, when a spike in wage growth caused worries of 
a self-reinforcing wage-price spiral. 

The BOJ has been in a gradual tightening cycle since 2024. However, its benchmark interest 
rate is at 1.25%, well below the Fed at 4.0% and ECB at 2.5%. The interest rate differential 
has contributed to persistent weakness in the yen. While this is good for pockets of the 
economy, including tourism and export-oriented companies, it has resulted in imported 
inflation and an increased cost of living in Japan. With the yen at its lowest level against the 
U.S. dollar since 1986, the BOJ has shifted its policy from gradually lifting price growth, 
a policy it has held for the last thirteen years, to preventing inflation from overshooting 
its target. The United States has also taken notice of the weak yen, with President Trump 
expressing concerns about the impact on trade. To counter the weak yen, the United States 
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Weight(3)
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Emerging Markets Equity Additions & 
(Emerging Markets Equity Deletions)(4)

Asia/Pacific 53.9% 0.2% (Qfin Holdings)

Central & South America 27.5% 0.9% Arcos Dorados

North America 10.0% -1.1%

Middle East & Africa 4.9% 0.0%

Cash 2.4% 0.0%

Western Europe 1.3% 0.0%

Eastern Europe 0.0% 0.0%

G E O G R A P H I C A L  E X P O S U R E  &  P O R T F O L I O  C H A N G E S ( 1 ) ( 2 )
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and Japan staged the largest currency intervention since the Fukushima disaster in 2011. The 
intervention did help turn the momentum, but it remains to be seen if this is temporary or 
a turning point for the yen. While a sudden appreciation in the yen could spook markets 
and hurt profits of export-oriented companies, a more stable yen would benefit the overall 
Japanese economy.

Relations between the United States and China remain fragile, but they have come a long way 
since the trade war in 2025. The recent meeting between Presidents Trump and Xi produced few 
new agreements but did establish a Board of Trade and extended the trade truce for another two 
months. The leaders also agreed to meet two more times in 2026, which should help continue 
dialogue and cooperation as the superpowers look to coexist. However, major sticking points 
such as Taiwan and industrial overcapacity were largely ignored while the battle for AI suprema-
cy will keep the two countries in competition, leading to bumps in the road for the relationship. 
A larger trade deal or a longer extension of the trade truce between the world’s largest economies 
would be a welcome relief for investors. 

Our portfolio returns were positive on an absolute basis and ahead of our benchmark in the third 
quarter. Sector allocation effect was positive, as our underweight to Information Technology 
helped returns. However, our underweight to Energy detracted from returns. Stock selection was 
negative, as poor selection in Financials and Materials offset positive selection in Information 
Technology and Utilities. Our underweight to South Korea helped returns, but this was offset 
by negative stock selection in Brazil. 

Ticker Company Name Average Weight(3) Contribution to Return

T O P  F I V E  C O N T R I B U T O R S — E M E R G I N G  M A R K E T S  E Q U I T Y

LNVGY Lenovo 3.70% 1.51%

CIB Grupo Cibest 2.99% 0.51%

IMOS ChipMOS Technologies 3.32% 0.38%

KLYCY KunLun Energy 2.23% 0.35%

SKM SK Telecom 2.86% 0.24%

B O T T O M  F I V E  C O N T R I B U T O R S — E M E R G I N G  M A R K E T S  E Q U I T Y 	

AMX America Movil 2.29% -0.42%

CX Cemex 1.88% -0.40%

WHGLY WH Group 1.99% -0.37%

UMC United Microelectronics 2.95% -0.36%

TIMB TIM 1.76% -0.31%
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The European economy has proved far more resilient to the spike in energy prices than in 2022 
following the Russian invasion of Ukraine. Expanded LNG capacity, supplier diversification, 
and increased renewable energy capacity have reduced Europe’s dependence on imported fossil 
fuels and blunted the impact of the Iran War. However, Europe still imports the majority of its 
energy, making it vulnerable to a prolonged conflict in the Middle East or an unusually cold 
winter as its gas storage levels are well below averages for this time of the year. Although PMIs fell 
sharply at the start of the war, the Eurozone Composite PMI has rebounded from its March lows 
to reach its highest level in over three years, highlighting economic resilience. Stocks in Europe 
have also responded positively to the strength of the economy, as the Stoxx 600 Europe reached 
an all-time high during the quarter. 

Despite the Iran War, international equities are on track for their fourth consecutive yearly gain, 
the first time this has happened since before the Global Financial Crisis. Corporate earnings re-
main a key driver for international companies, with earnings growth in 2026 and 2027 expected 
to be 33% and 16%, in-line with their U.S. peers. Despite the recent outperformance and strong 
growth, international equities continue to trade at only a 12.6x forward price-to-earnings ratio, a 
34% discount to U.S. equities, which sets international equities up for continued strong relative 
gains ahead.

D I S C L O S U R E S 

The opinions stated in this presentation are those of Renaissance as of September 30, 2026 and are subject to change at any time due 
to changes in market or economic conditions.

G I C S ®  S E C T O R  I N F O R M A T I O N
Sector Listing according to MSCI and S&P Dow Jones data: MSCI and S&P Dow Jones do not make any express or implied warranties 
or representations and shall have no liability whatsoever with respect to any GICS data contained herein. 

P E R F O R M A N C E 
If Renaissance or benchmark performance is shown, it represents historically achieved results, and is no guarantee of future perfor-
mance. All performance is shown in U.S. dollars unless otherwise stated. Future investments may be made under materially different 
economic conditions, in different securities and using different investment strategies and these differences may have a significant 
effect on the results portrayed. Each of these material market or economic conditions may or may not be repeated. Therefore, there 
may be sharp differences between the benchmark or Renaissance performance shown and the actual performance results achieved by 
any particular client. Benchmark results are shown for comparison purposes only. The benchmark presented represents unmanaged 
portfolios whose characteristics differ from the composite portfolios; however, they tend to represent the investment environment 
existing during the time periods shown. The benchmark cannot be invested in directly. The returns of the benchmark do not include 
any transaction costs, management fees or other costs. The holdings of the client portfolios in our composites may differ significantly 
from the securities that comprise the benchmark shown. The benchmark has been selected to represent what Renaissance believes is 
an appropriate benchmark with which to compare the composite performance. 

The value of an investment may fall as well as rise. Please note that different types of investments involve varying degrees of risk 
and there can be no assurance that any specific investment will either be appropriate or profitable for a client or prospective client’s 
investment portfolio. Investor principal is not guaranteed and investors may not receive the full amount of their investment at the 
time of sale if asset values have fallen. No assurance can be given that an investor will not lose invested capital. Consultants supplied 
with these performance results are advised to use this data in accordance with SEC guidelines. The actual performance achieved by 
a client portfolio may be affected by a variety of factors, including the initial balance of the account, the timing and amount of any 
additions to or withdrawals from the portfolio, changes made to the account to reflect the specific investment needs or preferences 
of the client, durations and timing of participation as a RIM client, and a client portfolio’s risk tolerance, investment objectives, 
and investment time horizon. All investments carry a certain degree of risk, including the loss of principal and are not guaranteed 
by the U.S. government.

R E F E R E N C E D  E T F s
iShares MSCI Emerging Markets ETF—The iShares MSCI Emerging Markets ETF seeks to track the investment results of an index 
composed of large- and mid-capitalization emerging market equities. 

Continued



Emerging Markets Equity
Quarter-End Review—3Q2026Quarter Ending 9/30/2026

Renaissance Investment Management
8 0 0 . 8 3 7 . 3 8 6 3  n 5 1 3 . 7 2 3 . 4 5 0 0  n F a x :  5 1 3 . 7 2 3 . 4 5 1 2  n w w w . r e n i n v . c o m

R E F E R E N C E D  I N D E X
(Indices are unmanaged and are not available for direct investment.)

Purchasing Managers’ Index (PMI)—Purchasing Managers Index (PMI) is an indicator of economic health for manufacturing and 
service sectors. A reading above 50 indicates expansion in the sector; below 50 indicates contraction.

S T O C K  R E F E R E N C E S 
Any securities referenced should not be considered a recommendation to purchase or sell a particular security. These securities 
represent a portion of the companies held in a representative account in this strategy as of the date stated and are intended for 
informational purposes only. Nonperformance-based criteria have been used to select the securities listed unless otherwise stated. 
The reader should not assume that investments in the securities identified or discussed were or will prove to be profitable. The past 
performance of these securities is no guarantee of future results. The specific securities identified and described may not represent all 
of the securities purchased, sold, or recommended for this strategy. To request a complete list of holdings recommendations for this 
strategy over the past year or a list showing the contribution of every holding to the performance of the representative account for 
the time period stated, please contact Renaissance at compliance@reninv.com.


