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What Are the Emerging Markets?

Why Should We Care About Investing in Emerging Markets?

Do Developed Markets’ Portfolio Construction Techniques Work in 
Emerging Markets?

What Portfolio Construction and Management Techniques Are 
Appropriate?

How Important Is Liquidity Screening in Emerging Markets?

Are Your Emerging Markets’ Returns the Result of Luck or Skill?

Questions to Answer



What Are the Emerging Markets?



Why Should We Care About Investing in Emerging Markets?

Ten-Year Annualized Holding Periods 
(as of March 5, 2008)

Source: MSCI/BARRA (March 6, 2008)



Do Developed Markets’ Portfolio Construction 
Techniques Work in Emerging Markets?

MSCI  Emerging Markets’ ICs

December 1995 to March 2007



Do Developed Markets’ Portfolio Construction 
Techniques Work in Emerging Markets?

Portfolio Construction

All IBES-Securities EM Universe

December 1995 to March 2007

Liquidity screening begins in December 1995 with daily emerging markets’ trading volume on most securities. 
Additionally, APT Associates’ simulated data capabilities do not precede this date. 
The IBES database of all EM securities was used herein. This is a larger universe than the constituents of the 

MSCI EM Index. 
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Portfolio Construction 

All IBES-Securities EM Liquidity Screened Analysis

1995 to 2006

Do Developed Markets’ Portfolio Construction 
Techniques Work in Emerging Markets?
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Portfolio Construction 

All IBES-Securities EM Liquidity Screened Analysis
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Do Developed Markets’ Portfolio Construction 
Techniques Work in Emerging Markets?



What Portfolio Construction and Management 
Techniques Are Appropriate?

Alternative Portfolio Construction Applications

December 1995 to December 2007



How Important Is Liquidity Screening in Emerging Markets?

Emerging Markets’ Strategy

December 1995 to December 2007



Model Returns for Data Mining

Corrections Test

December 1995 to March 2007

Are Your Emerging Markets’ Returns the Result of Luck or Skill?



Conclusions

Emerging Markets have offered higher returns than developed 
markets during the past ten years. 

Price Momentum and analysts’ revisions, factors associated with 
returns in developed markets, are useful in stock selection models in 
Emerging Markets.

Mean-Variance optimization and Equal Active Weighting can be 
effectively used for portfolio construction in Emerging Markets. 

Equal Active Weighting portfolios are more easily traded.

Liquidity screening is important in Emerging Markets.  Excess 
returns may be effectively reduced by one-half because of illiquid 
stocks. 

Several strategies pass the data mining test. 

An investor who seeks to maximize return, relative to risk, 
should consider Emerging Markets.
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McKinley Capital Management, Inc. (MCM) is a registered investment adviser. Annualized performance shown is model performance
generated by MCM using tools provided by APT Associates and by Statistical Analysis System (SAS) and adjusted for transaction costs.
MCM does not make any representation or endorsement as to the accuracy or proprietary nature of information and/or tools provided or
generated by these vendors or any other third party. Model performance shown is trade date and does not reflect the reinvestment of realized
gains, dividends, interest, and other earnings. It is gross of management fees. Detailed security inclusion/exclusion methodologies are
available upon request. Attribution information was prepared using tools provided by BARRA and Zephyr. Past performance is no guarantee
of future results. No guarantee can be made that the model performance reflects a statistically accurate presentation of the performance of
any specific account. This unaudited report is not an offer or solicitation to sell any security. Nor does it include most of the information which
an ordinary investor would consider material in deciding to invest in any product sponsored by McKinley Capital Management, Inc. To
receive a complete list and description of McKinley Capital Management, Inc.’s composites and/or a presentation that adheres to the GIPS®
standards, please contact us at (907) 563-4488 or visit our website, www.mckinlinleycapital.com.
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