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Executive summary
Emerging-market economies continue to be 
a source of interest for institutional investors 
across all asset classes� A recent survey 
conducted by HSBC Global Research - the 
HSBC EM Sentiment - suggested that nearly 
half of the EM investors were ‘bullish’ on EM in 
the short term, while 71% expected EM growth 
to improve in the next 12 months1� 

Whether it is fixed income, equities, or FX, the search for  
yield has driven an increasing number of institutional 
investors to focus and trade emerging markets� But with 
that comes a greater spotlight on both macro and micro-
market structure issues, some of which are common 
across all markets – developed or emerging – whereas 
others are specific to just EM�  

To help understand the implications of the rapid growth 
in investors’ interest in EM, HSBC recently surveyed more 
than 120 investors with EM exposure, examining topics 
such as key drivers behind trading decision-making, 
market access concerns and opportunities, expectations 
from the dealer community, and upcoming trends in EM�

Four key themes emerged  
from these discussions: 

1. Onshore presence, global connectivity
Over 70% of respondents claim that having a local presence 
with links to a global network is a key factor in choosing 
their EM dealers� Those global dealers with a local presence 
consistently captured around 71% of the trading flow across 
all regions and asset classes� 

2. Political stability is the most determining 
factor when choosing to increase EM 
exposure… followed by liquidity.
Nearly 60% of respondents cited political stability as the 
most important factor behind increasing EM exposure 
(outside anticipated returns); with market liquidity coming 
close second with 54%� In the analysis below, we will 
contrast these determining factors within the various  
asset classes�  

3. ESG is no longer a ‘nice-to-have’ but  
rather a ‘must-have’.
Nearly 80% of respondents view ESG considerations  
as an important element in their EM investment process� 
This is set to rise to 95% over the next 3 years�  While 
environmental and social issues1 appear to be the top  
ESG risks for developed market securities, Governance  
has been cited by 86% of the respondents as the top  
ESG risk for EM securities� 

4. Asian securities lead the way for 
e-trading, and fixed income e-trading has  
the largest growth potential.
On average, 42% of Asian securities are traded 
electronically across all asset classes� Given how electronic 
FX and Equity are used in the developed markets, it is no 
surprise that EM investors are also active users of electronic 
trading� However, investors expect the most robust growth 
over the next 2-3 years in e-trading to be in EM Fixed 
Income, by an order of 10-20% across regions�

1  HSBC EM Sentiment Survey, published by HSBC Global Research, September 2020
2 HSBC Sustainable Financing & Investing Survey 2020
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1�  Onshore presence, 
Global connectivity 

More than 70% of respondents said a local presence paired with global connectivity was a determining factor for choosing their 
EM dealer� Given how rapidly the situation in EMs can evolve, investors want to have a trusted partner to provide local insights and 
market updates� This is further highlighted by the fact that over 2/3 of the cross-asset trading flow is captured by global dealers with 
a local presence�

There are, however, geographical nuances in the choice  
of EM dealers by investors� Greater China and Latam were 
perceived as the regions where purely local dealers had  
the biggest advantage over global dealers, at 38% and  
31% respectively� 

This perception does not however always translate into 
volumes as investors executed 73% and 62% of their  
cross-asset flows in Greater China and Latam respectively  
with global dealers who had a local presence�

In contrast, 6% and 20% of investors executed their  
cross asset flows in Greater China and Latam with purely  
local players�

If we do a deeper dive into the regional differences  
across-asset classes, we find that:

 ® For equity investors: Most of the Middle East & Africa, and 
Greater China flow is captured by Global Dealers with a local 
presence, at 90% and 82% respectively� Purely local players 
in Latam capture the most flow, in comparison with local 
players in other regions with 33%�

 ® For fixed income investors: Most of the Greater China, 
and ASEAN flow is captured by Global Dealers with a local 
presence, at 74% and 73% respectively� Again, purely local 
players in Latam capture the most flow, in comparison with 
local players in other regions with 18%�

 ® For FX investors: The average flow captured by global 
dealers with a local presence is slightly lower in comparison 
to other asset classes at 56%� Most of the Greater China, 
and CEE (incl Turkey & CIS) flow is captured by Global 
Dealers with a local presence, at 59% and 57% respectively� 
The remaining flow is not captured by purely local players 
as it is the case for equities and fixed income, but rather 
by global dealers with no local presence, especially in the 
Middle East & Africa at 46% (at par with global dealers with 
a local presence), and the Rest of Emerging Asia at 42%�

% Volume traded with Purely 
Local/Domestic Dealers

% Volume traded with Global Broker/
Dealers Without a Local Presence 

% Volume traded with Global  
Broker/Dealers with a Local Presence
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73% and 62%
of cross-assets trading flows in Greater China and 
Latam respectively, is executed by Global dealers 
with local presence
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As to why investors preferred dealing with global players 
with a local presence, the following three factors have 
been identified:

 ® 62% of the respondents cited cross-asset/ 
cross-product coverage 

 ® 61% of the respondents cited custody services

 ® 59% of the respondents cited research content  
and liquidity provision

Across nearly all suggested factors, Investors noted that global 
dealers with a local presence had a significant advantage 
over other types of firms� Respondents did note that domestic 
dealers provided meaningful value-add through their 
relationships with local companies and governmental agencies, 
as well as their access to retail liquidity� However, this is often 
driven by the fact that they had a substantial presence in the 
country (as opposed to being focused solely on that market)� 

The main benefits of appointing global players with a  
local presence do vary by asset class:

 ® For equity investors: in addition to the aforementioned 
advantages, 60% of respondents believe that the ability to 
provide financing solutions is a distinct advantage of global 
dealers with a local presence

 ® For fixed income investors: 62% of respondents cite the 
facilitation of corporate access as a clear advantage of 
utilising global dealers with a local presence

 ® For FX investors: 62% of respondents cite the knowledge 
of regulations and local market structure as the main 
advantage of global dealers with a local presence in 
comparison to local players�

The importance of having a local presence did not only extend 
to decisions around counterparties with whom to trade� In fact, 
over 80% of respondents noted that having a local presence 
significantly increased the value of dealer-provided research� 
Even though many dealers have research resources in central 
hubs around the globe, investors noticed there were significant 
benefits in having local market expertise� Respondents noted 
that access to local EM research personnel was nearly three 
times as valuable as access to research teams sitting in global 
hubs (e�g�, New York, London, etc�) 

Top 3 advantages of global dealers  
with local presence: 

Cross-asset coverage, custody services  
and research content
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2�  Political stability is the most determining  
factor when choosing to increase EM  
exposure… followed by liquidity

Trading emerging markets not only requires product 
knowledge, but also a deep understanding about the 
political and economic climate of developing economies. 

The political stability in a country/region and market liquidity 
were cited by 60% and 54% of respondents respectively as 
being the most important considerations when increasing  
EM exposure�

The latter is a factor not only for emerging market economies, 
as liquidity considerations drive trading behavior across most 
asset classes, but the former has significant consequences 
on the types of dealers with whom an investor will likely 
trade� One does not need to search very long to come up 
with numerous examples of the impact that political turmoil in 
developing economies has on investors around the globe� And, 
one of the ways in which investors seek to mitigate some of 
this risk is by developing relationships with dealers that have 
intimate knowledge of the situation on the ground within an 
emerging market country� 

Market structure was also a concern for EM investors� 30% of 
respondents said that they had decided not to invest/trade in 
an EM country/region in the past 2 years because of market 
structure concerns, despite receiving initial approval to do 
so� The most commonly cited markets were: Saudi Arabia, 
Argentina and Turkey�

Overall market structure concerns differed across asset classes�

 ® For equity investors: 43% said clearing and settlement 
issues were their top market structure concern� 

 ® For fixed income investors: 22% said pricing,  
transparency and execution costs were their top  
market structure concerns� 

 ® For FX investors: 43% said execution costs and a lack 
of trading channels/venues (including the ability to trade 
electronically) were their top market structure concerns�

60%
of respondents cited political stability as 
the most important consideration when 
increasing EM exposure

There are additional nuances in terms of determining  
factors for increasing EM exposure by asset class: 

 ® For equity investors: In addition to political stability and market liquidity, cited by 63% and 43% of respondents 
respectively, Currency restrictions have been identified as a key factor when determining EM exposure� 

 ® For fixed income investors: Political stability scored the highest, at 71% , in comparison with other asset classes� 
Market liquidity was important for 59% of respondents, and Index Inclusions came third with 35% (the highest score in 
comparison with other asset classes)�

 ® For FX investors: Regulatory environment to support trading was cited as the most important factor behind increasing 
EM exposure with 62%, putting it ahead of market liquidity at 60% and currency restrictions with  
33% (at par with political stability)�
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3�  ESG… Now Front and  
Centre in EM Investing

Nearly every week, a major financial institution either 
announces a new product offering or a change to their 
investment philosophy related to ESG considerations. 
While two to three years ago, it may have been the case 
that environmental, social, and governance issues were 
not at the forefront of EM investment decision making, 
they can no longer be ignored.  

EM investors around the globe recognise the critical role  
ESG issues play in EM� 

Equity investors seem to be most ahead of the curve when  
it comes to factoring ESG into their EM investment process 
with 97% of respondents claiming it is an important aspect, 
followed by fixed income investors with 76% and FX at 67%�

However, these figures are set to rise in the next 3 years,  
to 100%, 91% and 95%, for equities, fixed income and  
FX respectively�

Governance was identified by 86% of  respondents as their  
top ESG risk, followed by Human Rights practices with 70% 
and environmental practices with 67%� 

In terms of integrating ESG into their investment process,  
most investors have moved beyond negative screening,  
which was most institutions’ first foray into incorporating  
ESG� Almost 2/3 of investors with EM exposure are 
systematically integrating ESG factors into their decision-
making process; while nearly 50% are also actively  
engaging with companies in which they invest to help  
drive socially-responsible changes� 

Top 3  
ESG factors for EM securities: 

Governance, Human Rights practices  
and Environmental Practices

Over 80%
of respondents said that ESG already plays a 
meaningful role in their investment process...

...and this is expected to grow to 95% in  
the next 3 years.
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4� Trends in EM e-trading 

The growth in technology budgets in the financial  
services industry (both on the sell and buy-side) has  
been exponential over the last five to seven years.  
While electronic trading offerings are more mature in  
FX and equities, the focus on the electronification of the 
fixed income markets has increased substantially over 
the past two to three years. In line with the growth of 
electronic trading in developed markets credit, EM fixed 
income investors are increasingly turning to those same 
platforms to execute EM bonds trades electronically. 
Dealers are responding and investing in technology to 
meet client demands. 

Asian securities have been consistently identified as the most 
electronically traded EM securities, with an average of 50% 
across all asset classes�

Across all asset classes and regions, EM investors are bullish 
about the prospects of trading more electronically� In every 
asset class and region, investors are expecting to meaningfully 
increase the amount they trade electronically by the order of 
10-20% in the next two or three years�

This growth is not only expected to be through traditional 
channels (e�g�, third-party platforms in FX or Fixed Income) but 
also in channels/offerings that have been launched in the past 
few years� For example, 1/6 of fixed income investors expect to 
use auctions or all-to-all trading EM bonds electronically, while� 
1/5 of FX investors expect to start using algos to trade� As the 
number of tools and wealth of data available to help investors 
manage flows continues to increase, we expect the volume of 
trades executed electronically to accelerate� 

Looking Forward
While a search for attractive returns caused investors to first 
explore investing in emerging market economies, the robust 
interest has meant the need for market structure evolution� 
While investors are clearly focused on EM liquidity, they are 
also concerned about political stability in these regions� As 
a result, investors are looking for partners who are familiar  
with the political, regulatory, and economic environments of 
these countries� Although domestic dealers are seen to have 
significant knowledge of the local climate, investors clearly 
see the benefits of trading with counterparties who are able to 
combine a local presence with global trading capabilities� 

As EM investing continues to evolve, we expect the dynamics 
we are seeing in other markets to become more ubiquitous – 
namely, the importance of ESG and electronification� Both are 
clearly very important to global asset managers around the 
globe  and these trends are expected to continue and become 
increasingly commonplace�

Asian securities 
lead the way in terms of EM electronic trading.

10-20%
expected increase of electronic trading in EM 
securities in the next 3 years.
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Methodology
Between August and October 2020, Greenwich Associates 
interviewed 120 emerging markets buy-side investors  
around the globe, on behalf of HSBC�

Questions covered a range of topics including key  
investment drivers, the role of financing, dealer selection 
criteria, ESG and electronic trading� 

The questionnaires for DM-based investors and EM-based 
investors were different; the answers of the latter are  

featured in the ‘EM Investor Spotlight’ section of this report�  
All other sections of the report reflect the answers of the DM-
based investors�

The questionnaires comprised a mix of multiple choice 
questions, and open-ended questions; for which, the 
participants were invited to answer via a telephone  
interview with Greenwich Associates, on behalf of HSBC� 
Responses were treated anonymously�

Total  
AUM of all 
respondents:

$5.3tr

AUM of  
DM-based 
respondents:

$5.1tr

AUM of  
EM-based 
respondents:

$150bn

Respondents by geographical split: Respondents by job titles: 

Respondents by type of institutions:Respondents by asset class coverage:

Europe

48%

US

27%

LATAM 

9�2%
CEEMEA

8�3%
Emerging  

Asia

7�5%

Real money /  
Asset Managers

Hedge funds

Banks and other types  
of financial institution

49%

19%

32%

30%

42%

28%

Equity

Fixed Income

FX

36%

Portfolio Manager  
/ Fund Manager

19%

CIO / Investment 
Strategist

5%

Other

40%

Traders
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Section I

Setting the scene
In this introductory section, we dig deeper into our survey 
participants’ EM portfolio, EM exposure and existing access 
routes across all asset classes�

Q: A. What proportion of your current portfolio is invested in Emerging Markets: 
 B. What do you expect this proportion to be three years from now?

Equities

FICC

2520 3015105

24%

18%

26%

18%

%

A. Current

B. Expected

0
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Q: A. What proportion of your current EM FICC portfolio is invested in the following regions? 
 B. What do you expect these allocations to be in three years from now?

Q: Which of the following products do you use to access EM fixed income markets?  
 (Select all that apply)   

Q: A. What proportion of your current FX trading volume is in the following regions? 
 B. What do you expect this split to be in three years from now?

FICC

B. Expected 
in 3 years

10%

12%
Greater China

ASEAN

Rest of Emerging Asia

Latin America

Central & Eastern Europe 
(in. Turkey & CIS)

Middle East & Africa

6%

20%

31%

21%

A. Current

8%

12%

5%

19%

33%

23%

%

6040 50 70 80 90 10030200 10

18%

97%

74%

24%

38%

Individual bonds

ETFs

Total Returns Swaps

CDS/CDX

Loans/Illiquid investments

B. Expected
in 3 years

21%

16%

Greater China

ASEAN

Rest of Emerging Asia

Latin America

Central & Eastern Europe 
(in. Turkey & CIS)

Middle East & Africa

17%

7%

9%

30%
A. Current

21%

18%

16%

4%

9%

32%

Respondents had a choice of multiple answers; total does not equal 100�
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Q:  Do you currently trade  
restricted currencies?  

Q: How do you trade restricted currencies? (Select all that apply) 

Q:  If yes, is it done primarily to generate 
returns or as a hedge?  

33%

67%

Yes

No

29%

71%

Generate Returns

Hedge

%

6040 50 70 80 90 10030200 10

57%

57%

71%

Via o�shore products

Via a custodian

Via a third-party broker/dealer

Respondents had a choice of multiple answers; total does not equal 100�
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Q: A. What proportion of your current EM equities portfolio is invested in the following regions? 
 B. What do you expect these allocations to be in three years from now?

Q: Which of the following methods do you use to gain access to EM Equities markets? 
 (Select all that apply)

Equities

Greater China

ASEAN

Rest of Emerging Asia

Latin America

Central & Eastern Europe 
(in. Turkey & CIS)

Middle East & Africa

A. Current

37%

15%

19%

4%

15%

10%

B. Expected
in 3 years

37%

16%

19%

4%

14%

10%

%

0

10

30

50

70

90

20

40

60

80

100

Direct access 
to local 

exchange

43%

Via a global 
broker with 

local presence

100%

Via a local 
broker

70%

ETFs

27%

Index 
Swaps

10%

Customized
baskets

7%

ADRs/
GDRs

93%

Other synthetic
product (e.g. single

stock swaps, 
P-Notes, etc.)

27%

Respondents had a choice of multiple answers�
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%

6040 50 70 80 90 100302010

10%Single Stock Swaps

13%ETFs

3%Index Swaps

7%Listed Derivatives

3%OTC Derivatives

80%Other (Please specify)

0

Q: What is the most common tool you use to gain this exposure? (Select all that apply) 

Respondents had a choice of multiple answers; total does not equal 100�
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Section II

Understanding EM  
access decisions
Trading emerging markets not only requires product 
knowledge, but also a deep understanding about the  
political and economic climate of developing economies� 

The political stability in a country/region and market liquidity 
were cited by 60% and 54% of respondents respectively as 
being the most important considerations when increasing EM 
exposure� The latter is a factor not only for emerging market 
economies, as liquidity considerations drive trading behaviour 
across most asset classes, but the former has significant 
consequences on the types of dealers with whom an investor 

will likely trade� One does not need to search very long to come 
up with numerous examples of the impact that political turmoil 
in developing economies has on investors around the globe� 
And, one of the ways in which investors seek to mitigate some 
of this risk is by developing relationships with dealers that have 
intimate knowledge of the situation on the ground within an 
emerging market country�

%
6040 50 70 80 90 100302010

Index inclusion 
(e.g., MSCI World)  

ESG Factors

Breadth of trading channels/
venues (including E-trading)

Market Liquidity

Pricing and transparency issues 
(e.g., pre-trade price transparency)

Execution costs

Robust IPO/new issue calendar

Custody/Ease of 
Trade Settlement

Local broker/
dealers support

International 
dealer support

Currency restrictions

Regulatory environment to 
support trading 

Political Stability

0

EQ

FI

FX

Q:  When considering whether to increase your exposure to a particular country/region, outside 
of anticipated returns, what are the most important issues you consider?  
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Q:  Over the past two years, are there any EM countries where you have received approval,  
but did not invest in, because of market structure concerns?     

Q:  From the following list, what were the key reasons behind that decision (to not invest in a 
particular country)?     

73%

EQ FI FX

67%74%

27% 26%
33%

Yes No

%
6040 50 70 80 90 100302010

Concerns about the regulatory 
environment to support trading

Lack of Trading channels/venues 
(Including ability to trade electronically)

Concerns about market liquidity

Concerns about pricing and transparency 
(e.g., pre-trade price transparency)

High cost of execution

Concerns about custody/
ease of trade settlement

Lack of local broker/
dealers support

Lack of International 
dealer support

Other (Please specify): 

0

EQ

FI

FX
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Most Underweight Countries

INDIA
was most often mentioned

Most Overweight Countries

CHINA 
was most often mentioned

%

0

10

30

50

70

20

40

60

Auctions 
(open, close, 

midday)

7%

Ability to 
trade in dark 

pools

13%

Ability to clear 
trades (e.g., via 

Euroclear)

63%

Number of 
execution 

venues/MTFs

7%

Ability to trade 
synthetic products 

or derivatives in 
addition to the cash 

equities market

17%

Other 
(Please 

specify): 

30%

Q:  Which of the following characteristics of EM equities market structure are most important when 
deciding to invest in an EM market?

Q: How satisfied are you with the weightings of various EM markets in global indices?

24% 14%23%

EQ FI FX

77% 76% 86%

Satisfied/
Highly satisfied

Unsatisfied

Section II: Understanding EM access decisions  –  17
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Section III

Selecting an EM Dealer
This section of the report looks into the various criteria  
used by our survey participants to choose their EM dealers�  
We compare 3 types of dealers: purely local players, global 
dealers with local presence, and global dealers with no local 
presence; and look into the advantages/disadvantages of  
each one of them for each asset class and EM region� 
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Q:  Over the past 12 months, approximately what proportion of the volume you traded in the 
following underlying EM regions was executed with local dealers/banks versus global/
international dealers/banks (with and without a local presence)?

% Volume traded with Purely 
Local/Domestic Dealers

% Volume traded with Global Broker/
Dealers Without a Local Presence 

% Volume traded with Global  
Broker/Dealers with a Local Presence
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FI
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6%

21%

73%

5%

25%

70%

6%

27%

67%

20% 18%

62%

12%

21%

67%

8%

23%

69%

12%

82%

6%
20%

74%

6%

35%

59%

6%

40%
54%

5%

42%
54%

9%

27%

64%

12%

32%

57%

8%

46%46%
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24%
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3%

26%

71%

18% 18%

64%

13% 18%

69%

8%
21%

71%

7%
15%

77%

12% 16%

73%

33%

11%

56%

11% 15%

74%

8% 2%

90%
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Q:  When deciding to trade EM with global broker/dealers, how important is it that they have a local 
presence in a particular country?

Q: Do you currently outsource any of your trade execution do third parties? 

Q: How much do you currently outsource and what do you expect that proportion to be in three years?

13% 35% 38%

FI

65%

Very important

Not at all important
FX

62%

EQ

87%

73%

FI FX

14%

86%91%
9%

EQ

27%

Yes

No

53%

FI FX 47%

7%

93%

EQ

45%

55%

Current

Expected
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Total

EQ
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FX
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Q:  For which region, if any, do you feel local dealers have the biggest advantage over global/ 
international dealers?

Q:  And for which region, if any, do you feel global/international dealers have the biggest advantage over 
local dealers?
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Q: When thinking about EM research, what is most important to you?  (Select all that apply)

Q:  How important is it that dealers have research resources sitting in the country that they cover as 
opposed to in a major geographic hub (e.g., New York, London, Hong Kong, etc.)?

26%

FI FX

14%

74% 86%

EQ

13%

Important/
Very Important

Non-important

87%
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Q:  For each of these factors, do you feel that local/domestic or global broker/dealers have an advantage? 

TOTAL Local Dealers

Global Dealers 
Without a Local 

Presence

Global Dealers 
with a Local 

Presence
About  

the Same

Knowledge of regulations/local market structure 21% 7% 45% 27%
Relationships with local regulators/government entities 32% 7% 32% 29%
Knowledge of local companies/credits 36% 6% 32% 26%
Facilitating corporate access 11% 3% 50% 36%
Liquidity provision 8% 7% 59% 26%
Research content 8% 6% 59% 27%
Access to local/retail liquidity 47% 4% 28% 21%
Cross-asset/cross-product coverage 2% 11% 62% 25%
Custody services 2% 8% 61% 28%
Providing financing/repo 2% 11% 52% 35%

EQ
Knowledge of regulations/local market structure 17% 0% 47% 37%

Relationships with local regulators/government entities 33% 0% 30% 37%

Knowledge of local companies/credits 27% 0% 40% 33%

Facilitating corporate access 13% 0% 50% 37%

Liquidity provision 7% 0% 53% 40%

Research content 13% 0% 57% 30%

Access to local/retail liquidity 50% 0% 23% 27%

Cross-asset/cross-product coverage 3% 7% 60% 30%

Custody services 0% 3% 70% 27%

Providing financing/repo 0% 3% 60% 37%

FI
Knowledge of regulations/local market structure 26% 9% 32% 32%

Relationships with local regulators/government entities 29% 9% 29% 32%

Knowledge of local companies/credits 44% 6% 29% 21%

Facilitating corporate access 9% 6% 50% 35%

Liquidity provision 3% 12% 62% 24%

Research content 9% 9% 56% 26%

Access to local/retail liquidity 47% 3% 26% 24%

Cross-asset/cross-product coverage 3% 12% 62% 24%

Custody services 3% 12% 56% 29%

Providing financing/repo 3% 15% 47% 35%

FX
Knowledge of regulations/local market structure 19% 14% 62% 5%

Relationships with local regulators/government entities 33% 14% 38% 14%

Knowledge of local companies/credits 38% 14% 24% 24%

Liquidity provision 19% 10% 62% 10%

Research content 0% 10% 67% 24%

Access to local/retail liquidity 43% 10% 38% 10%

Cross-asset/cross-product coverage 0% 14% 67% 19%

Custody services 5% 10% 57% 29%

Providing financing/repo 5% 14% 48% 33%
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Section IV

ESG considerations  
for EM securities
Nearly every week, a major financial institution either 
announces a new product offering or a change to their 
investment philosophy related to ESG considerations�  
While two to three years ago, it may have been the case  
that environmental, social, and governance issues were  
not at the forefront of EM investment decision making,  
they can no longer be ignored� 

EM investors around the globe recognise the critical role ESG 
issues play in EM� Over 80% of respondents said that ESG 

already plays a meaningful role in their investment process  
and this is expected to grow to 95% in the next 3 years�

Equity investors seem to be most ahead of the curve when  
it comes to factoring ESG into their EM investment process 
with 97% of respondents claiming it is an important aspect, 
followed by fixed income investors with 76% and FX at 67%�

Q: How important are ESG considerations in your EM investing process?

Q:  How important do you expect ESG considerations to be in your EM investing process in 
three years from now?

Not at all 
important 

Extremely 
important

97%

3%

76%

24% 33%

67%

EQ FI FX

Not at all 
important 

Extremely 
important

100% 91%

9% 5%

95%

EQ FI FX
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Q: What are the top ESG risks and considerations that are part of your decision making process?

Q:  How would you describe how your organization incorporates ESG in your EM investment  
decision making? (Select all that apply)    

%
6040 50 70 80 90 100302010
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ESG factors into the investment process)
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(i.e. shareholders exercising power to 
influence more ESG-compliant practices 
from corporate leaders)

Thematic investing (i.e. investments 
seeking to benefit from the advancement 
of certain macro developments, 
subsidies in Green Energy, for example)

Impact investing (i.e. investing to secure 
positive outcomes for a specific cause)

Norms-based screening (i.e. screening of 
investments against certain minimum 
standards as dictated by international norms)

Positive/inclusionary screening (i.e. screening 
in securities for meeting ESG criteria)

Negative/exclusionary screening (i.e. screening 
out securities for not meeting ESG criteria)
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Section V

Understanding the  
EM-based investors
This section of the survey focuses on participants located in 
APAC, CEEMEA and LATAM� 

For those EM-based investors, the overwhelming majority, 
79%, of their EM exposure is for their domestic securities first, 
and then for other regional securities� Due to various political 
and regulatory constraints, access to other EM securities, 
outside domestic or regional securities, is very limited� 

Asian-based investors lead the way in trading other EM 
securities� ESG is still not at the forefront of considerations 
for EM investors, with only 60% of participants citing it as 
an important factor for their decision-making; this figure is 
however set to increase to 87% in the next 3 years�

Q:  A. What proportion of your current portfolio do you invest in EM markets outside  
your own country?

 B. What do you expect these allocations to be in three years from now?”  

Data for this section is based on answers from participants located in APAC, LATAM, and CEEMEA

A. Current B. Expected 
in 3 years

23%21%

Allocation to non-home 
market EM
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Q: In which specific EM regions are you active (excluding investments in your own country)?

Q: 
How important are ESG 
considerations in your EM 
investing process? 

Q: 
Using the same scale, how 
important do you expect 
ESG considerations to be in 
your EM investing process in 
three years from now?

Q: 
When deciding to trade 
with broker/dealers, how 
important a consideration  
is counterparty risk? 

%
6040 50 70 80 90 100302010
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50%

0%

88%

75%

0%

88%

75%

17%

38%

50%

83%

38%

100%
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%
6040 50 70 80 90 100302010

27%

0%

60%

37%
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57%

40%
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43%

29%
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59%

13%

10%

67%
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70%

47%

0%

43%

3%

10%

67%

13%

3%

63%

17%
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Global Dealers 
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Q: For each of these factors, do you feel that local/domestic or global broker/dealers have an advantage?
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Q.  A. What proportion of your current trading is done via electronic channels in each of the  
following asset classes?

 B. And what do you expect that proportion to be in three years?

Q: (FI) A. Which of the following channels/protocols do you currently use for EM trading?

 B. And which do you expect to use in the next three years?

Q: (FX) A. Which of the following channels/protocols do you currently use for EM trading?

 B. And which do you expect to use in the next three years? 

A. Current

B. Expected 
in 3 years
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41%
50%

Foreign Exchange

66%
72%

Equities

49%
40%

0

20

40

60

80

100

%
6040 50 70302010

Multi-dealer platforms

Single dealer platforms

All-to-all trading

Direct to dealer APIs 
(dealer streams)

Algos

Auctions

0

A. Current

B. Expected 
in 3 years

47%
13%

27%
13%

13%
40%

27%
13%

7%
13%

33%
20%

A. Current

B. Expected 
in 3 years

%

Multi-dealer 
platforms

77%

0%
Direct to dealer APIs 

(dealer streams)

31%

15%

Algos

23% 23%

Anonymous 
ECNs

23%
15%

Single dealer 
platforms

8%

77%

0

20

40

60

80

100

Section V: Understanding the EM-based investors  –  29



Accessing EM in 2021 & Beyond Section VI: EM E-Trading  –  30

Section VI

EM E-Trading
The growth in technology budgets in the financial services 
industry (both on the sell and buy-side) has been exponential 
over the last five to seven years� While electronic trading 
offerings are more mature in FX and equities, the focus on the 
electronification of the fixed income markets has increased 
substantially over the past two to three years� In line with the 

growth of electronic trading in developed markets credit,  
EM fixed income investors are increasingly turning to those 
same platforms to execute EM bonds trades electronically� 
Dealers are responding and investing in technology to meet 
client demands� 

Asia excluding Japan

Latin America

Central & Eastern Europe 
(including Turkey & CIS)

Middle East & Africa

B. Expected 
in 3 years

19%

28%

37%

53%

A. Current

16%

24%

30%

46%

Q: A. What proportion of your current equities trading is done via electronic channels in each  
 EM region (e.g., third-party platforms, broker/dealer provided platforms, etc.)?

 B. And what do you expect that proportion to be in three years?  
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Q: (EQ) A. Which of the following channels/protocols do you currently use for EM equities trading? 
 B. And which do you expect to use in the next three years?

Q:  Which two or three of the following are the most important drivers when selecting an algo 
provider for EM equities?  

High-touch

Electronic trading/algos

Swaps/other 
access products

Program trading

B. Expected 
in 3 years

10%

0%

7%

7%

A. Current

60%

17%

67%

73%
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Fast trade execution/low latency 
(i.e., time lag of execution, excluding 
portion of time spend at exchange)
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Market impact of provider’s algorithms

Quality of algo provider’s trading consultancy, 
including sales, advice on market structure, 
and improving trading strategies.

Low commission rates

0
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Multi-dealer platforms

Single dealer platforms

All-to-all trading
Direct to dealer APIs 
(dealer streams)

Algos

Auctions
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71%

35%

24%
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Q:  What proportion of your current fixed income trading is done via electronic channels in each EM 
region (e.g., third-party platforms, broker/dealer provided platforms, etc.)?

 And what do you expect that proportion to be in three years?

Q: (FI) A. Which of the following channels/protocols do you currently use for EM trading? 
 B. And which do you expect to use in the next three years?

Asia excluding Japan

Latin America

Central & Eastern Europe 
(including Turkey & CIS)

Middle East & Africa

B. Expected 
in 3 years

33%

34%

35%

35%

A. Current

24%

25%

26%

26%

Q:  What proportion of your current FX income trading is done via electronic channels in each EM 
region (e.g., third-party platforms, broker/dealer provided platforms, etc.)?

 And what do you expect that proportion to be in three years?  
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Latin America
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Middle East & Africa

B. Expected 
in 3 years

41%

65%

54%

62%

A. Current
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47%

54%
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Q: (FX) A. Which of the following channels/protocols do you currently use for EM trading? 
 B. And which do you expect to use in the next three years?

Q:  (FX) (If Algos Are Used) Which two or three of the following are the most important drivers  
when selecting an algo provider for EM FX?

Multi-dealer platforms

Single dealer platforms
Direct to dealer APIs 
(dealer streams)

Algos

Anonymous ECNs
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Section VII

Financing EM securities
As Emerging market economies continue to grow, and local 
stock market infrastructure continues to develop, we have 
witnessed a notable rise in the number of alternative managers 
running Emerging markets strategies� 

This can be evidenced in markets such as Saudi Arabia and 
China where liberalisation of the local markets and inclusion 
events such as addition to the MSCI EM indices has led to 
increased foreign participation and more Alternatives managers 
becoming active in these locations�  In direct correlation to 
this, there has been a clear increase in demand for access to 
Financing and Hedging products�

Despite this increase in demand, our survey suggests that many 
of the previous anxieties around operational risk, as well as local 
rules and regulations, still exist� That being said, we expect that 

as local market infrastructure develops, and foreign participation 
continues to grow, a number of the rules and regulations will be 
eased or removed encouraging further foreign participation�

As you might expect, and aligned with what we see in developed 
markets, two of the most important considerations when 
selecting a financing counterparty to partner with in Emerging 
Markets are both the financing cost and margin rates� On the 
other hand, Alternatives Managers that are active in EM give 
a greater weighting to counterparty exposure in this category, 
which, is consistent with the concerns regarding operational risk, 
infrastructure and local market rules and regulations�

Custodians continue to be popular for long bias strategies, where 
the use of financing products is for market access only�

Q:  How do you access financing/leverage in Emerging Markets (Select All That Apply)?

Q:  Do you use a custodian in addition to your financing counterparties?

Data for this section is based on responses from participants actively using financing/leverage
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Q:  What are the two most important considerations when selecting a counterparty for financing/
leverage in Emerging Markets?

Q: What are the two biggest challenges you face in accessing financing/leverage in Emerging markets?

Q:  (If operational risk is chosen above) Which specific operational barriers make it challenging 
to operate in Emerging Markets (Select All That Apply)?
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60%Financing rates/cost
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Section VIII

Accessing China
China is undeniably one of the leading stories in Emerging 
Markets� The past few years have witnessed a plethora of 
reforms to facilitate the access of Chinese capital markets to 
international investors� 

For equity investors, Stock Connect remains the preferred 
access route to the Chinese equity markets, with 79% of 
respondents choosing this option� QFII/RQFII will however 
notice the more growth, 7%, over the next years�

For fixed income investors, Bond Connect has been cited as the 
most preferred route to access Chinese Fixed Income markets, 
by 36% of the respondents� Access is to Bond Connect is set to 
grow by 21% over the next three, with QFII/RQFII usage is set 
to increase by 14%

(EQ) QFII

RQFII

(EQ) Stock Connect

(FI) CIBM

(FI) Bond Connect
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Q:  A. Which of the following access channels are you currently using to access China markets? 
(Select All That Apply)

 B. Which channels do you expect to use in the next three years? 
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Q:  A. Which of the following currencies do you use to access China? (Select All That Apply)

 B. Which currencies do you expect to use in the next three years? 

EQ FI
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