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The Haunting of Emerging Markets

EDDIE ARRIETA, ASSOCIATE RESEARCH ANALYST

October proved spooky for the MSCI Emerging Markets Index, as an Al-related sell-off
weighed on technology-heavy markets and weakness in Brazil added further pressure
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Emerging markets faced a challenging October, with the space declining by around 8.3% amid renewed
concerns over the sustainability of Al-related investment and elevated technology valuations. These factors
weighed particularly heavily on semiconductor-oriented markets, with the MSCI Korea and Taiwan indices
falling by roughly 16.8% and 6.2% during the month, respectively, reversing some of the strong gains notched
by these countries earlier in the year. Brazilian stocks have also struggled in recent weeks, with the country’s
index falling by approximately 12.0% after an unexpected presidential runoff outcome reversed earlier market
optimism and renewed concerns about the country’s fiscal outlook. Indian stocks, which have been laggards
within emerging markets on a year-to-date basis, proved relatively resilient with a modest 0.3% gain in October.
These dynamics are reflected in the above chart.

This sell-off intensified following disappointing U.S. technology earnings, which raised further questions about
whether the substantial capital being invested in artificial intelligence will ultimately translate into adequate
shareholder value. Weakness in Google, Amazon, and Intel added to concerns about the scale of investment
required to support Al infrastructure and the timing of potential returns. These concerns spilled into Asian
semiconductor markets, placing additional pressure on Korea and Taiwan, where technology companies have
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been major contributors to equity market performance. However, the recent pullback does not necessarily
signal a deterioration in the industry’s underlying fundamentals. To that point, Asian semiconductor
suppliers continue to report strong demand related to Al, suggesting that the market’s reaction may
reflect a reassessment of valuations, capital spending requirements, and expected returns rather than
a fundamental weakening in demand. Nevertheless, the heavy concentration of recent market gains in
technology-related companies leaves these markets particularly sensitive to changes in investor sentiment.

Brazil faced a separate, country-specific shock in October following the reelection of left-wing incumbent
President Luiz Inacio Lula da Silva, who defeated right-wing challenger Flavio Bolsonaro. The result
reversed market optimism that had developed following Bolsonaro’s strong first-round performance,
when investors anticipated a potential shift toward a more market-oriented administration focused on
fiscal consolidation, spending restraint, and pro-business reforms. Instead, Lula’s victory raised concerns
that government spending and social programs will remain a priority, complicating efforts to stabilize
public finances and reduce Brazil's substantial debt burden. Brazilian equities fell sharply following the
result, while the real weakened and government bond yields rose as investors reassessed the country’s
fiscal outlook and unwound positions established ahead of the election. The primary concern for investors
is whether Lula’s administration can balance its social spending commitments with the need to contain
government debt. Brazil's public debt already exceeds 80% of GDP, and elevated interest costs leave
the government with limited fiscal flexibility. Although Lula has maintained an existing fiscal framework
intended to constrain spending growth, investors remain concerned that additional social programs, public
investment, and other spending commitments could outpace revenue growth. A sustained deterioration
in fiscal credibility could keep borrowing costs elevated, increase pressure on the Brazilian real, and weigh
on equity valuations, particularly among domestically oriented companies that are sensitive to interest
rates and economic growth.

Finally, India has been comparatively insulated from the semiconductor-led sell-off that impacted other
Asian markets given its more limited exposure to the Al-related rally. That said, its relative resilience
should be viewed in the context of ongoing challenges, including elevated oil prices and continued
foreign investor outflows. Higher oil prices are particularly relevant for India as a major energy importer,
potentially pressuring corporate margins, inflation, and the country’s trade balance.

The divergence between these countries illustrates how performance within emerging markets continues
to be driven by a combination of global risk sentiment, sector composition, and region-specific
developments rather than a single theme. Looking ahead, the sustainability of Al-related investment and
the returns generated by that spending will remain important drivers of emerging market performance,
particularly for Korea and Taiwan. Continued strength in semiconductor demand could support a recovery if
investors regain confidence in the industry’s earnings outlook, although elevated valuations and questions
surrounding the profitability of Al investment may contribute to further volatility. Performance of Brazilian
stocks will likely remain sensitive to developments surrounding fiscal policy and investor confidence, while
the trajectory of oil prices and foreign capital flows should have an outsized impact on Indian equities.
Overall, October’s pullback highlights the considerable dispersion beneath the surface of emerging markets
and the risks associated with concentrated market leadership. While the strongest markets continue to
post substantial gains for the year, the recent sell-off has narrowed their performance advantage and
underscored the importance of diversification and distinguishing between markets benefiting from strong
structural growth trends and those facing more persistent economic or political headwinds. ®»
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CONFIDENTIALITY NOTICE: This communication, including attachments, is for the exclusive use of the addressee and contains
proprietary, confidential and/or privileged information; any use, copying, disclosure, dissemination or distribution is strictly
prohibited. Marquette Associates, Inc. retains all proprietary rights they may have in the information.

Marquette Associates, Inc. (“Marquette”) has prepared this document for the exclusive use by the client or third party for which
it was prepared. The information herein was obtained from various sources, including but not limited to third party investment
managers, the client’s custodian(s) accounting statements, commercially available databases, and other economic and financial
market data sources.

The sources of information used in this document are believed to be reliable. Marquette has not independently verified all
of the information in this document and its accuracy cannot be guaranteed. Marquette accepts no liability for any direct or
consequential losses arising from its use. The information provided herein is as of the date appearing in this material only and is
subject to change without prior notice. Thus, all such information is subject to independent verification, and we urge clients to
compare the information set forth in this statement with the statements received directly from the custodian in order to ensure
accuracy of all account information. Past performance does not guarantee future results and investing involves risk of loss. No
graph, chart, or formula can, in and of itself, be used to determine which securities or investments to buy or sell.

Forward-looking statements, including without limitation any statement or prediction about a future event contained in this
presentation, are based on a variety of estimates and assumptions by Marquette, including, but not limited to, estimates of future
operating results, the value of assets and market conditions. These estimates and assumptions, including the risk assessments and
projections referenced, are inherently uncertain and are subject to numerous business, industry, market, regulatory, geopolitical,
competitive, and financial risks that are outside of Marquette’s control. There can be no assurance that the assumptions made in
connection with any forward-looking statement will prove accurate, and actual results may differ materially. Indices have been
selected for comparison purposes only. Client account holdings may differ significantly from the securities in the indices and the
volatility (beta) of the account may be materially different from client account performance and may be more or less than the
benchmark. You cannot invest directly in an index. Artificial intelligence has been utilized during the preparation of this document.

The inclusion of any forward-looking statement herein should not be regarded as an indication that Marquette considers forward-
looking statements to be a reliable prediction of future events. The views contained herein are those of Marquette and should
not be taken as financial advice or a recommendation to buy or sell any security. Any forecasts, figures, opinions or investment
techniques and strategies described are intended for informational purposes only. They are based on certain assumptions and
current market conditions, and although accurate at the time of writing, are subject to change without prior notice. Opinions,
estimates, projections, and comments on financial market trends constitute our judgment and are subject to change without
notice. Marquette expressly disclaims all liability in respect to actions taken based on any or all of the information included or
referenced in this document. The information is being provided based on the understanding that each recipient has sufficient
knowledge and experience to evaluate the merits and risks of investing.

This document does not constitute an offer to sell, or a solicitation of an offer to buy, any interest in any investment vehicle,
and should not be relied on as such. Targets, ranges and expectations set forth in this presentation are approximations; actual
results may differ materially. The information and opinions expressed herein are as of the date appearing in this material only,
are subject to change without prior notice, and do not contain material information regarding the Marquette Model Portfolio,
including specific information relating to portfolio investments and related important risk disclosures. The descriptions herein of
Marquette’s investment objectives or criteria, the characteristics of its investments, investment process, or investment strategies
and styles may not be fully indicative of any present or future investments, are not intended to reflect performance and may be
changed in the discretion of Marquette. While the data contained herein has been prepared from information that Marquette
believes to be reliable, Marquette does not warrant the accuracy or completeness of such information.

About Marquette Associates

Marquette was founded in 1986 with the sole objective of providing investment consulting at the highest caliber of service.
Our expertise is grounded in our commitment to client service — our team aims to be a trusted partner and as fiduciaries,
our clients’ interests and objectives are at the center of everything we do. Our approach brings together the real-world
experience of our people and our dedication to creativity and critical thinking in order to empower our clients to work
towards their goals.

Marquette is an independent investment adviser registered with the U.S. Securities and Exchange Commission under the
Investment Advisers Act of 1940, as amended. Registration does notimply a certain level of skill or training. More information
about Marquette including our investment strategies, fees, and objectives can be found in our ADV Part 2 and Form CRS
which are available upon request and on our website. For more information, please visit www.MarquetteAssociates.com.
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