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INVESTING VIA INDICES 
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Source : *SPDR University, 2014 ETF and Investments Outlook 

• Index investing has grown exponentially in the last decade. 

• Traditionally emerging markets were considered the bastion of active managers but 

in recent years with allocations to emerging markets becoming the norm, passive 

investing has seen a rise in this space too. 

• Emerging markets investments via indices has grown rapidly too – according to a 

SSgA ETF report* as of the end of 2013, $255 billion was in emerging market ETFs 

alone with close to 800 ETFs focused on emerging markets. 

• This does not include all the indexed emerging market assets but does provide an 

idea of the kind of fund flows that are driven by index changes to emerging markets. 

• Traditionally investors have looked at broad benchmarks for emerging markets 

investing, recently more specialized indices have become the norm which provide a  

more focused investment story. 
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GROWTH & DEVELOPMENT OF EMERGING MARKETS 
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Source: S&P Dow Jones Indices Global Stock Markets Factbook. Data as of December 31 each year. Charts are provided for illustrative purposes. 
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Emerging Markets

Global

EM % of Global

• Emerging markets 

have grown more than 

10 times their size 

since 1995. 

 

• There has been pull 

back since 2009 but 

will remain strong for 

years to come. 

 

• The broad picture 

does not give the full 

story. 
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GROWTH & DEVELOPMENT OF LATIN AMERICAN MARKETS 
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Source: S&P Dow Jones Indices Global Stock Markets Factbook. Data as of December 31 each year. Charts are provided for illustrative purposes. 
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Emerging Markets Latin america

• Latin American markets have 

been rather volatile in the last 20 

years 

• The % share of LATAM in 

Emerging markets peaked at 24% 

in 2000 and has hovered around 

17% since then. 

• This does not show the full 

picture, since the market mix in 

this period has changed. 
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WEIGHTS IN EMERGING MARKETS BENCHMARKS 
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Source: S&P Dow Jones Indices.  The S&P Emerging BMI was launched on Dec 31, 1997.  Data shown prior to this date reflects back-tested , hypothetical data.  

. 

Data as of December 1995

Country

Float Market 

Capitalization

Country Weight 

in S&P 

Emerging BMI

Argentina 13,125,176,078           3.00%

Brazil 55,670,806,553           12.74%

Chile 27,915,854,826           6.39%

China 2,880,517,428             0.66%

Colombia 4,556,854,880             1.04%

Czech Republic 2,697,985,963             0.62%

India 11,596,938,170           2.65%

Indonesia 15,810,223,251           3.62%

Israel 6,079,015,006             1.39%

Malaysia 90,495,311,758           20.71%

Mexico 35,292,286,426           8.08%

Pakistan 1,704,214,593             0.39%

Peru 3,508,614,715             0.80%

Philippines 12,542,508,703           2.87%

Poland 912,830,169                 0.21%

South Africa 98,830,275,815           22.62%

Taiwan 16,815,057,425           3.85%

Thailand 30,602,402,946           7.00%

Turkey 3,969,526,680             0.91%

Venezuela 1,942,367,609             0.44%

Grand Total 436,948,768,994         100.00%

Data as of December 2013

Country

Float Market 

Capitalization

Country Weight 

in S&P 

Emerging BMI

Brazil 469,525,774,269         11.57%

Chile 84,081,261,411           2.07%

China 989,331,151,380         24.37%

Colombia 59,534,014,410           1.47%

Czech Republic 10,422,375,104           0.26%

Egypt 12,902,758,465           0.32%

Hungary 10,923,839,638           0.27%

India 339,648,375,108         8.37%

Indonesia 104,995,911,508         2.59%

Malaysia 164,649,428,550         4.06%

Mexico 240,780,448,506         5.93%

Morocco 10,283,206,966           0.25%

Peru 26,842,126,638           0.66%

Philippines 65,233,009,446           1.61%

Poland 79,544,020,050           1.96%

Russia 288,286,038,028         7.10%

South Africa 329,022,081,604         8.11%

Taiwan 583,062,786,612         14.37%

Thailand 118,186,394,146         2.91%

Turkey 71,565,570,900           1.76%

Grand Total 4,058,820,572,738     100.00%
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WEIGHTS IN THE LATAM REGION 
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Data as of December 1995

Country

Float Market 

Capitalization

Country Weight 

in S&P LATAM 

BMI

Argentina 13,125,176,078               9.48%

Brazil 55,670,806,553               40.19%

Chile 27,915,854,826               20.16%

Colombia 4,556,854,880                 3.29%

Mexico 35,292,286,426               25.48%

Venezuela 1,942,367,609                 1.40%

Grand Total 138,503,346,372             100.00%

Data as of Dec 2013

Country

Float Market 

Capitalization

Country Weight 

in S&P LATAM 

BMI

Argentina - -

Brazil 469,525,774,269             53.31%

Chile 84,081,261,411               9.55%

Colombia 59,534,014,410               6.76%

Mexico 240,780,448,506             27.34%

Peru 26,842,126,638               3.05%

Venezuela - -

Grand Total 880,763,625,234             100.00%

• Colombia’s weight in the LATAM region has doubled in this period. 

• During the same period LATAM’s weight in the S&P Emerging BMI dropped to 22% from 

32%, a 33% drop. 

Source: S&P Dow Jones Indices.  The S&P Emerging BMI was launched on Dec 31, 1997.  Data shown prior to this date reflects back-tested , hypothetical data.  

. 
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GROWTH & DEVELOPMENT OF MILA REGION 
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Source: S&P Dow Jones Indices Global Stock Markets Factbook. Data as of December 31 each year. Charts are provided for illustrative purposes. 
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Latin America MILA MILA % of Latin America

• The MILA region has grown 

exponentially in the last 6 

years 

• As of Dec 31, 2013 it was 

close to 25% of the LATAM 

total market capitalization 

• However because of its small 

size relative to the emerging 

markets pie, it gets a very 

small representation in a 

global portfolio 

• In addition some companies 

are not represented at all 
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GROWTH & DEVELOPMENT OF COLOMBIA COMPARED TO  
PACIFIC ALLIANCE REGION 
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Source: S&P Dow Jones Indices Global Stock Markets Factbook. Data as of December 31 each year. Charts are provided for illustrative purposes. 
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GROWTH & DEVELOPMENT OF COLOMBIA  
COMPARED TO MILA REGION 
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MILA Colombia Colombia % of MILA

Source: S&P Dow Jones Indices Global Stock Markets Factbook. Data as of December 31 each year. Charts are provided for illustrative purposes. 
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Source: S&P Dow Jones Indices Global Stock Markets Factbook. Data as of December 31 each year. Charts are provided for illustrative purposes. 
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GROWTH IN EMERGING MARKETS 
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5-YEAR PERFORMANCE BASED ON TOTAL RETURN 
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Source: S&P Dow Jones Indices. Data as of March 31, 2014. Charts are provided for illustrative purposes. This chart may reflect hypothetical historical performance. Please see the Performance 

Disclosure at the end of this document for more information regarding the inherent limitations associated with back-tested performance. Past Performance is no guarantee  of future results. 
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5-YEAR PERFORMANCE COMPARISON 
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Source: S&P Dow Jones Indices. Data as of March 31, 2014. Charts are provided for illustrative purposes. This chart may reflect hypothetical historical performance. Please see the Performance Disclosure at the end of this document for more information regarding 

the inherent limitations associated with back-tested performance. Past Performance is no guarantee  of future results. 

 

Data as of March 31, 2014 

(USD, TR) 

S&P Colombia 
Select Index  

S&P Colombia 
BMI   

S&P MILA 40 
Index  

S&P Pacific 
Alliance BMI   

S&P Latin 
America BMI   

S&P Emerging BMI   

Retuns             

1 year -6.4% -7.7% -20.5% -14.5% -14.6% -1.1% 

3 year 3.3% 2.4% -5.6% -1.2% -8.3% -2.7% 

5 year 26.5% 25.4% 15.2% 18.5% 12.5% 15.1% 

7 year NA 13.6% 7.8% 5.5% 3.8% 4.0% 

10 year NA 24.6% 16.1% 14.8% 14.9% 10.8% 

              

Risk             

3 year 20.0% 19.3% 20.4% 18.9% 22.9% 19.5% 

5 year 24.0% 23.4% 21.7% 20.0% 25.0% 21.8% 

7 year NA 25.9% 24.0% 23.2% 28.5% 25.9% 

10 year NA 28.9% 22.5% 21.7% 27.0% 23.7% 

              

Risk Adjusted Returns           

3 year 0.17 0.13 -0.27 -0.06 -0.36 -0.14 

5 year 1.10 1.09 0.70 0.92 0.50 0.69 

7 year NA 0.52 0.32 0.24 0.13 0.16 

10 year NA 0.85 0.72 0.68 0.55 0.46 
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CONCENTRATION RISKS IN TRADITIONAL CAPITALIZATION 
WEIGHTED EMERGING MARKET BENCHMARKS  
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Source:  S&P Dow Jones Indices; MSCI.  Data as of April 30, 2014.  

China 22% 

Taiwan 15% 

Brazil 12% 

India 9% 

S. Africa 9% 

Other 33% 

China 18% 

S. Korea 
16% 

Taiwan 12% 

Brazil 11% 

S. Africa 8% 

Other 34% 

S&P Emerging LargeMidCap MSCI Emerging Markets 

• High concentration in the largest, most advanced markets 

• S. Korea, Taiwan & the BRICs 
 

Country Weight Comparison 
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CONCENTRATION RISKS IN TRADITIONAL CAPITALIZATION 
WEIGHTED EMERGING MARKET BENCHMARKS  
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Source:  S&P Dow Jones Indices; MSCI.  Data as of April 30, 2014.  

Financials 29% 

IT 14% 

Energy 12% 
Cons. Stap. 

9% 

Materials 9% 

Telecom 8% 

Cons. Disc. 6% 

Other 11% 

Financials 27% 

IT 17% 

Energy 11% 
Materials 9% 

Cons. Disc. 9% 

Cons. Stap. 
9% 

Health Care 
6% 

Other 12% 

S&P Emerging LargeMidCap MSCI Emerging Markets 

• High concentration in mature, export-oriented sectors 
• Financials, Energy & Materials represent about half of the index  

• Limited exposure to domestic demand 

Sector Composition Comparison 
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CONCENTRATION RISKS IN TRADITIONAL CAP WEIGHTED 
EMERGING MARKET BENCHMARKS  
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Source:  S&P Dow Jones Indices. Data as of April 30, 2014.  

• Limited 

diversification within 

sectors as well . . .  
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ALTERNATIVES TO TRADITIONAL EMERGING MARKET INDICES 
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• Because of concentration issues with broad, capitalization weighted 

benchmarks, investors have started to demand alternative ways to 

view emerging market equities 
 

1. Segmenting markets by geography or by sector 

2. Expanding the opportunity set to include small-caps 

3. Thematic and Strategy Indices 

– Emerging Market Consumer, Dividends, Low Volatility 

4. Defining an alternative core index 
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 SECTOR COMPOSITION COMPARISON OF EM SIZE INDICES  

18 

Source:  S&P Dow Jones Indices. Data as of April 30, 2014.  

Financials 29% 

IT 14% 
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16% 

Industrials 
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8% 

Health Care 
6% 

Utilities 5% Other 4% 

S&P Emerging LargeMidCap S&P Emerging SmallCap 

• Most widely used emerging market indices and ETFs exclude small-caps 
 

• Emerging market small-caps have greater exposure to consumer and 

other domestically oriented sectors than larger EM companies 
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OUTPERFORMANCE OF EMERGING MARKET SMALL-CAPS 
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Source: S&P Dow Jones Indices. Data from April 30, 2004 through April 30, 2014. Charts are provided for illustrative purposes.  Past performance is no guarantee of future results. 
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OUTPERFORMANCE OF EMERGING MARKET SMALL-CAPS 
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Source: S&P Dow Jones Indices. Charts are provided for illustrative purposes.  Past performance is no guarantee of future results. 

 

Small-Caps have beaten Large/Mid-Caps in 

seven of the last ten years. 
 

S&P Emerging S&P Emerging 

Year SmallCap LargeMidCap Variance 

2013 1.7% -1.8% 3.5% 

2012 27.3% 17.3% 10.0% 

2011 -27.3% -19.4% -8.0% 

2010 26.6% 18.8% 7.8% 

2009 120.6% 78.6% 42.0% 

2008 -58.5% -52.0% -6.5% 

2007 44.9% 41.3% 3.6% 

2006 41.6% 37.7% 3.9% 

2005 20.4% 31.7% -11.2% 

2004 34.1% 23.8% 10.3% 
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APPROACH FOR A MORE DIVERSIFIED EMERGING MARKETS  
INDEX 
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• Limit universe to liquid companies in emerging economies 

• Use industry groups as building blocks to reduce dominance of mature sectors 

and industries 

• Equal-weight constituents  

• Cap country weights at 15% to reduce country concentration 

Consumer 
Discretionary 

19% 

Consumer 
Staples 17% 

Financials 16% 
Industrials 9% 

Utilities 7% 

Health Care 
7% 

Cons. Disc. 6% 

Other 18% South Africa 
15% 

India 14% 

China 14% 

Brazil 12% 

Mexico 11% 

Russia 7% 

Chile 6% 

Other 21% 

Source: S&P Dow Jones Indices. Data as of April 30, 2014. Charts are provided for illustrative purposes.  
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OUTPERFORMANCE OF S&P EMERGING MARKETS CORE INDEX 
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Comparative Performance (Dec 2005 – Apr 2014) 

• Outperformance of S&P 
EM Core post financial 
crisis compared to 
traditional capitalization 
weighted benchmarks has 
been driven by: 
1. Greater exposure to less 

advanced markets 

2. More diversified sector & 
industry exposure 

Source: S&P Dow Jones Indices; MSCI. Data as of April 30, 2014. Charts are provided for illustrative purposes. This chart may reflect hypothetical historical performance. Please see the 

Performance Disclosure at the end of this document for more information regarding the inherent limitations associated with back-tested performance. Past Performance is no guarantee  of future 

results. 
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EMERGING MARKET SECTOR PERFORMANCE TRENDS 
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S&P Emerging BMI Sector Returns 

(Sep 2002 – Sep 2007) 

• Export-oriented 
sectors led the way in 
the boom leading up 
to the 2008 financial 
crisis. 

Source: S&P Dow Jones Indices. Annualized returns are calculated based on gross total return index levels in USD.  Charts are provided for illustrative purposes.  
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EMERGING MARKET SECTOR PERFORMANCE TRENDS 
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S&P Emerging BMI Sector Returns 

(Sep 2007 – Apr 2014) 

• Domestic demand 
sectors have led the 
way since the 2007 
peak while export-
oriented sectors have 
severely lagged 

Source: S&P Dow Jones Indices. Annualized returns are calculated based on gross total return index levels in USD.  Charts are provided for illustrative purposes.  
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PERFORMANCE DISCLOSURE 
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The S&P MILA 40 was launched on August 29, 2011.  The S&P Colombia Select Index was launched on November 24, 2013. All information presented prior to the launch date is 
back-tested. Back-tested performance is not actual performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the 
index was officially launched. Complete index methodology details are available at www.spdji.com. It is not possible to invest directly in an index. 

The S&P Colombia Select Index was launched on November 24, 2013. All information presented prior to the launch date is back-tested. Back-tested performance is not actual 
performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was officially launched. Complete index 
methodology details are available at www.spdji.com. It is not possible to invest directly in an index. 

The S&P Pacific Alliance BMI Index was launched on April 30, 2014. All information presented prior to the launch date is back-tested. Back-tested performance is not actual 
performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was officially launched. Complete index 
methodology details are available at www.spdji.com. It is not possible to invest directly in an index 

The S&P Emerging Markets Core Index was launched on Oct 8, 2012. All information presented prior to the launch date is back-tested. Back-tested performance is not actual 
performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was officially launched. Complete index 
methodology details are available at www.spdji.com. It is not possible to invest directly in an index 

S&P Dow Jones Indices defines various dates to assist our clients in providing transparency on their products. The First Value Date is the first day for which there is a calculated 
value (either live or back-tested) for a given index. The Base Date is the date at which the Index is set at a fixed value for calculation purposes. The Launch Date designates the 
date upon which the values of an index are first considered live: index values provided for any date or time period prior to the index’s Launch Date are considered back-tested. S&P 
Dow Jones Indices defines the Launch Date as the date by which the values of an index are known to have been released to the public, for example via the company’s public 
website or its data feed to external parties. For Dow Jones-branded indicates introduced prior to May 31, 2013, the Launch Date (which prior to May 31, 2013, was termed “Date of 
introduction”) is set at a date upon which no further changes were permitted to be made to the index methodology, but that may have been prior to the Index’s public release date. 

Past performance of the Index is not an indication of future results. Prospective application of the methodology used to construct the Index may not result in performance 
commensurate with the back-test returns shown. The back-test period does not necessarily correspond to the entire available history of the Index. Please refer to the methodology 
paper for the Index, available at www.spdji.com for more details about the index, including the manner in which it is rebalanced, the timing of such rebalancing, criteria for additions 
and deletions, as well as all index calculations. 

Another limitation of using back-tested information is that the back-tested calculation is generally prepared with the benefit of hindsight. Back-tested information reflects the 
application of the index methodology and selection of index constituents in hindsight. No hypothetical record can completely account for the impact of financial risk in actual trading. 
For example, there are numerous factors related to the equities, fixed income, or commodities markets in general which cannot be, and have not been accounted for in the 
preparation of the index information set forth, all of which can affect actual performance. 

The Index returns shown do not represent the results of actual trading of investable assets/securities. S&P Dow Jones Indices LLC maintains the Index and calculates the Index 
levels and performance shown or discussed, but does not manage actual assets. Index returns do not reflect payment of any sales charges or fees an investor may pay to 
purchase the securities underlying the Index or investment funds that are intended to track the performance of the Index. The imposition of these fees and charges would cause 
actual and back-tested performance of the securities/fund to be lower than the Index performance shown. As a simple example, if an index returned 10% on a US $100,000 
investment for a 12-month period (or US $10,000) and an actual asset-based fee of 1.5% was imposed at the end of the period on the investment plus accrued interest (or US 
$1,650), the net return would be 8.35% (or US $8,350) for the year. Over a three year period, an annual 1.5% fee taken at year end with an assumed 10% return per year would 
result in a cumulative gross return of 33.10%, a total fee of US $5,375, and a cumulative net return of 27.2% (or US $27,200). 
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© S&P Dow Jones Indices LLC, a part of McGraw Hill Financial 2014. All rights reserved. Standard & Poor’s and S&P are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”), 

a part of McGraw Hill Financial. Dow Jones is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). Trademarks have been licensed to S&P Dow Jones Indices LLC. 

Redistribution, reproduction and/or photocopying in whole or in part are prohibited without written permission. This document does not constitute an offer of services in jurisdictions where S&P Dow 

Jones Indices LLC, Dow Jones, S&P or their respective affiliates (collectively “S&P Dow Jones Indices”) do not have the necessary licenses. All information provided by S&P Dow Jones Indices is 

impersonal and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones Indices receives compensation in connection with licensing its indices to third parties. Past 

performance of an index is not a guarantee of future results. 

 

It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through investable instruments based on that index. S&P Dow Jones Indices does not 

sponsor, endorse, sell, promote or manage any investment fund or other investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of 

any index. S&P Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance or provide positive investment returns. S&P Dow Jones 

Indices LLC is not an investment advisor, and S&P Dow Jones Indices makes no representation regarding the advisability of investing in any such investment fund or other investment vehicle. A 

decision to invest in any such investment fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are advised to 

make an investment in any such fund or other vehicle only after carefully considering the risks associated with investing in such funds, as detailed in an offering memorandum or similar document that 

is prepared by or on behalf of the issuer of the investment fund or other vehicle. Inclusion of a security within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such 

security, nor is it considered to be investment advice. 

 

These materials have been prepared solely for informational purposes based upon information generally available to the public and from sources believed to be reliable. No content contained in 

these materials (including index data, ratings, credit-related analyses and data, research, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be 

modified, reverse-engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written permission of S&P Dow Jones Indices. The 

Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not 

guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the cause, for the 

results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED 

WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 

ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE 

CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, 

costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such 

damages. 

 

S&P Dow Jones Indices keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result, certain 

business units of S&P Dow Jones Indices may have information that is not available to other business units. S&P Dow Jones Indices has established policies and procedures to maintain the 

confidentiality of certain non-public information received in connection with each analytical process. 

  

In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities, investment advisers, broker-dealers, investment banks, 

other financial institutions and financial intermediaries, and accordingly may receive fees or other economic benefits from those organizations, including organizations whose securities or services 

they may recommend, rate, include in model portfolios, evaluate or otherwise address. 
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