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Emerging and Frontier Markets: 
Microeconomic Analysis and 

Opportunities



Sorting out countries and trading blocks



Danger everywhere you look… Really?
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Population Drive

The impact and influence of 
emerging markets on advanced 
economies and global trade is 
impressive. Today, these countries 
constitute over half of the world’s 
population, with China and India 
accounting for over one third of it. As 
a result of intense economic 
transformations many of these 
emerging economies are facing rapid 
urbanization and industrialization. 

As of 2013 nine of the ten largest 
metropolitan areas in the world are 
located in emerging markets.



Advanced economies and emerging 
market share of global GDP

Emerging markets already account for about 50 percent of world’s GDP and going 
forward, its contribution is expected to be higher than advanced economies. Not 

only are these economies enormous, but they are growing exponentially.

Source: World Economic Outlook Database, International Monetary Found, October 2014



Change in Real GDP per person (2014)

The change in real 
GDP per capita in 
emerging markets 
has surpassed 
advanced 
economies by far

Source: Economist intelligence Unit, Analytics, IMF; JPMorgan; The 
Economist



The BRICS Bloc

The original BRIC countries included Brazil, Russia, India, and China, then South Africa added in 
2009. Jim O’Neill, a retired former asset manager at Goldman and Sachs, coined the acronym in 

2001 in his paper entitled Building Better Global Economic BRICs.



BRICS account for almost 50 percent of 
world population

Even as advanced economies recover from the recession, and emerging markets enter 
a period of slower growth, global economic growth will continue to be strongly influenced 

by emerging markets.

Source: Population Reference Bureau



BRICS have increased their participation 
and contribution to UN budgets

Since its formation, it is 
clear the BRICS have 
been seeking to form a 
political club. According to 
a Reuter’s article, the 
BRIC bloc has strong 
interest in converting “their 
growing economic power 
into greater geopolitical 
clout.”



The CIVETS Bloc

The CIVETS bloc is about 10 years 
younger than the BRICS with similar 
characteristics. These countries are 
growing very quickly and have 
relatively diverse economies. They 
offer a greater advantage over the 
BRICS, as they don’t depend as 
heavily on foreign demands. They 
also have reasonably sophisticated 
financial systems, controlled inflation, 
and soaring young populations with 
fast-rising domestic consumption.



The ASEAN Bloc

The Association for South 
East Asian Nations (ASEAN) 
is an organization of countries 
located in the Southeast Asian 
region that aims to accelerate 
economic growth, social 
progress, and cultural 
development among its 
members and to promote 
regional peace 



ASEAN Countries GDP



The ASEAN economy is set to double by 
2020**

Asian Economic GDP growth based on purchasing power parity 
(Current International Dollar Billion)*

*An International dollar has the same purchasing power over GDP as the U.S. dollar has in the United States Source: International Monetary Found, World Economic Outlook, October 2012; 
Austrade

** - According to Arno Maierbrugger from Investvine



The MENA Bloc

MENA countries include Algeria, Bahrain, Djibouti, Egypt, Iran, Iraq, Israel, Jordan, 
Kuwait, Lebanon, Libya, Malta, Morocco, Oman, Qatar, Saudi Arabia, North and South 

Sudan, Syria, Tunisia, United Arab Emirates (UAE), Yemen, West Bank, and Gaza.



MENA solar energy may power the world

• According to a new study reported in the Dubai-based Khaleej Times, sunny region 
and its associated countries could solar power the world three times over. 

• If such projections ever become reality, poverty may have a chance to be eradicated 
in the region. 

• Countries that move fast, the study suggests, could have the competitive advantage. 
• MENA countries, especially ones located on the Arabian Peninsula, as well as others 

like Jordan, Lebanon, and Israel are well positioned to take the lead in this industry.



MENA solar energy may power the world

In 2015, we will see the 
solar market in MENA 
reach a new level of 
growth, with over 
1,500MW worth of solar 
projects expected to be 
tendered over the next 
12 months



An Overview of Frontier Markets



Frontier markets at early stage of 
development, prone for faster growth



But, the taxonomy leaves markets to big 
to ignore: the Asian example

Bhutan

Pakistan
India

China

Bangladesh

Source: Morgan Stanley Capital International (MSCI)



But, the taxonomy leaves markets to big 
to ignore: the African example

Source: Morgan Stanley Capital International (MSCI)

Think about these countries



Share of Banking assets held by foreign 
banks (%)

The low financial integration indicators partly explain why Africa escaped both 
the sub prime and banking crises. No African country announced a bank rescue 

plan at the scale observed in many developed countries.



Sovereign wealth funds by country 
(billions of US dollars) mid-2008

The accumulation of reserves following the commodities boom has supported the expansion of 
sovereign wealth funds in Nigeria and Botswana and the creation of new ones in Libya, Algeria, 

Sao- Tome and Principe and Sudan. While these funds represent only 2% of the sovereign funds’ 
global assets, the accumulated volume amounted to more than USD 124 billion, before the 2008 

financial crisis.



Impact of the financial crisis on markets: 
stimulus exporting inflation

There are three distinguishable 
immediate effects of the crisis:
•The contagion effects on financial 
markets

• The rise of sovereign debt 
spreads – cost of external debts 
increased

•Foreign exchange markets
• Zambian Kwacha exchange rate 

to the US dollar depreciated 
sharply, 50% (2008)

•Commodity markets
• Huge drop in prices.



The fall of commodity prices

The crisis has taken a heavy toll on countries that are highly dependent on natural 
resources, especially those relying on copper, oil, timber and diamonds. The fall in 

copper prices resulted in a significant drop of export receipts for Zambia and a 
considerable reduction in its foreign exchange reserves.



But, fiscal balance and current account picture 
better than advanced and emerging markets

Source: ¹Haver, EIU. Data as at January 2014
²IMF Data Mapper. Estimates for 2014 as at 

October 2013



Private equity deals in Asia through Q2 
of 2013



Private equity deals in Africa through Q2 
of 2013



Private equity deal-makers in Africa 
through Q2 of 2013



Despite being less developed, Frontier 
countries have strong reserves



Rising FDI will support economic 
growth and development

Source: Haver, EIU. Data as of January 2014



Growing interest in frontier markets, 
particularly sub-Saharan Africa

Planned Changes of EM PE Investment Strategy through 2015



Diverse Competitive Advantage



Frontier countries tend to have relatively 
young populations…

Source: UN Population Division, June 2013.



Frontier Markets benefit from very 
competitive labor costs

Source: Haver, EIU. 2014 estimates as at January 2014
*UBS/ILO estimates as at June 2011



A Five Factor FDI Thesis for Frontier 
Markets



Frontier Markets have experienced 
strong growth in last decade



Strong Economic development among 
Frontier Markets



The case of “unloved” FM regions is 
strong



Local currency appreciation tells the 
story



African food services prone to grow over 
10x in the next decade.



Africa is in the process of eradicating 
slums



Frontier Market Challenges
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