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Do headlines nowadays make you cringe and despair over your investments? 
  
It seems the rest of the world has fallen. The mightiest economies like the United States and eurozone 
have been badly hit with economic woes. There’s no such thing as "safe haven" anymore. The question 
is, “where do we put our money for investment?” 
  
The answer may be just around the corner, or several corners for the matter.  Our country, the 
Philippines, and her neighbors in the Emerging Market (EM) may just be just the solution against 
uncertainties in the developed economies. 
  
Emerging Markets are nations with social or business activity with rapid growth and industrialization.  
The term Emerging Market Economy  (EME) was coined in 1981 by Antoine W. Van Agtmael of the 
International Finance Corporation of the World Bank. In 2010 there are 40 EMs in the list. They 
constitute about 80% of the world’s population and more than 20% of the global economy.  
 
In recent years, new terms have surfaced to describe the largest developing countries such as BRIC (that 
stands for Brazil, Russia, India, and China) and  the  Next Eleven (Bangladesh, Egypt, Indonesia, Iran, 
Mexico, Nigeria, Pakistan, Philippines, South Korea, Turkey, and Vietnam). 
Many financial institutions and market watchers acknowledge the shift in economic power to these 
countries. The drivers for the shift are: 

 Favorable demographics- labor force in each country is inching up in terms of skills and 
productivity;  

 Strong expected future productivity and economic growth- high domestic consumption rate and 
trade surpluses; and  

 Strong economic fundamentals- with many nations holding large foreign exchange (Forex) 
reserves, capital markets are growing at a fast rate, and increase in Foreign Direct Investment 
(FDI).  

For the avid investor, investing in bonds issued by emerging markets may offer the right opportunity. 
The long term economic development should lead to improved credit quality, eventually, lowered yields, 
and appreciation of the prices. 
 
In line with this, investing in Odyssey Emerging Market Bond Fund may be the best solution to diversify 
your portfolio. The Fund invests in debt securities issued by foreign governments, corporations, financial 
institutions, and the Republic of the Philippines. It is the only one of its kind in the Unit Investment Trust 
Fund  market in the Philippines that allows investors to participate in investing in bonds issued by EMs. 
 
The chart below shows the allocation of the Fund in government securities issued by the following EMs 
(as of 10/28/2011). The largest share is in government bonds issued in Turkey at 15.2% of the fund. The 
rest is allocated among the following countries: 
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 In spite of EM’s perceived higher risk relative to developed markets, they exhibit diversifying 
opportunities. The Fund's conviction lies on the strong economic fundamentals and performances of 
each country.  The EMs are expected to grow strongly from rising productivity, economic and financial 
reforms. 
 
The combined output of these economies accounted for 38% of world Gross Domestic Product (GDP) in 
2010, twice its share in 1990. On reasonable assumptions, it could exceed the developed world’s within 
seven years. 
  
In terms of  GDP measured at purchasing-power parity,  EMs overtook the developed world with more 
than 50% in 2010. This takes account of the fact that lower prices in these countries boost real spending 
power. Other variables such as export, FDI, and Forex reserves also increased at a faster rate than 
developed countries. 
 
Clearly, the direction of economic and investment focus is towards these countries. Odyssey Emerging 
Market Bond Fund is in the forefront of riding the opportunities that EMs offer. 
 

 


