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The LATAM Potential in Emerging Markets

Politics - you might be surprised to hear us praise two left-leaning leaders, and praise might be too
strong a word, but the regimes of AMLO (Mexico) and Lula (Brazil), have been more positive than
expectations. Perhaps this is more an indication of the institutional improvements made in both
Latin America’s largest economies in recent years. AMLO followed a sensible path during covid, and,
by and large, has not upset the apple cart too much in his nearly completed time in office. Continuity
looks likely from his expected successor. Lula’s second stint has seen fiscal responsibility
strengthened and a new, simplified tax regime proposed.

Geopolitics - In the current global environment South America is at least a neutral, if not a friendly
place to do business for the US in particular. Lula and others might court Chinese investment and
sell them their commodities but, financially, ties are much stronger to the US. Mexico stands alone
as the world’s leading beneficiary of the US/China tensions and the nearshoring trend. It is the
recipient of an avalanche of investment from companies all over the world, including both the US
and China, wishing to export to the US. The result is falling unemployment, rising incomes and a
buoyant consumer.

Economic Policy - The wave of inflation unleashed on the world by the Fed and others washed up
on Latin shores with a vengeance. However, this was met by a strong reaction from most central
banks and local rates were hiked aggressively. Brazil's Selic rate rose from 2% to 13.75% in less than
2 years. Mexico's response was similar. While this was very hard on the local economies, inflation
quickly subsided, and their respective currencies remained stable and even strengthened. The good
news is that this process has now reversed and rates are steadily falling, allowing real incomes to rise
again, and recovery to take hold.

Valuations - Across our watchlist and Latin American portfolio, valuations look reasonable with
typically mid-teens PEs and high teens or more growth rates. Given the picture painted above,
namely that structural improvements are ongoing, and a cyclical recovery which might well exceed
expectations if we are right on inflation, then there is possible upside to these growth forecasts. This
is not in the price today.
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This document has been issued by Aubrey Capital Management Limited which is authorised and regulated
in the UK by the Financial Conduct Authority and is registered as an Investment Adviser with the US
Securities & Exchange Commission. You should be aware that the regulatory regime applicable in the UK
may well be different in your home jurisdiction. This document has been prepared solely for the intended
recipient for information purposes and is not a solicitation, or an offer to buy or sell any security. The
information on which the document is based has been obtained from sources that we believe to be reliable,
and in good faith, but we have not independently verified such information and no representation or
warranty, express or implied, is made as to their accuracy. All expressions of opinion are subject to change
without notice. Any comments expressed in this presentation should not be taken as a recommendation or
advice. Please note that the prices of shares and the income from them can fall as well as rise and you may
not get back the amount originally invested. This can be as a result of market movements and of variations
in the exchange rates between currencies. Past performance is not a guide to future returns and may not be
repeated. Aubrey Capital Management Limited accepts no liability or responsibility whatsoever for any
consequential loss of any kind arising out of the use of this document or any part of its contents. This
document does not in any way constitute investment advice or an offer or invitation to deal in securities.
Recipients should always seek the advice of a qualified investment professional before making any
investment decisions.
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