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What happened 

While market participants focused on whether the Chinese markets were investable or not, 
the Russian market abruptly became uninvestable as widely-tracked index providers MSCI 
Inc. and FTSE Russell decided to cut Russian assets from their emerging markets indexes 
with blazing speed. BRIC, the acronym that is often used to show the strength and 
resilience of emerging markets leaders: Brazil, Russia, India, and China, got shortened 
to BIC. Additionally, the Chinese authorities' preference for "common prosperity" rather than 
the strength of private enterprise could keep international investors at bay until the attitude 
significantly improves towards the privately-owned entities. Consequently, BIC has become 
shortened even further to just BI.    

Our take 
Russia: A regime change is needed to regain global investors’ trust 

The Russian stock market has been closed since February 25th with no indication of when it 
will reopen. And when it does reopen, foreigner investors will most likely be restricted from 
selling Russian assets. Global investors that were invested in Russian stocks and bonds have 
been either forced to sell them at extremely depressed prices if they can locate liquidity or 
write them down to zero. Even if there is a cease-fire and an eventual peace agreement, it 
could take years for Russia to regain entry in those global indexes. More accurately, without 
a regime change in Russia, global investors may refuse to invest in Russia, even if the 
current situation is resolved peacefully.   

Stock exchanges globally have stopped trading exchange-traded funds (ETF) that are 
invested in Russia, leaving investors with stale positions. Removing a country from an index 
after substantial losses crystalizes those losses at the index level (Chart 1). Even if the 
stocks recover, the index will not capture those gains. 
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Key highlights 

• The Emerging market acronym 
BRIC (Brazil, Russia, India, 
and China) has been reduced to 
BI with Russia becoming 
uninvestable and China 
prioritizing "common prosperity" 
over private enterprise. 

• Russia became uninvestable 
after being removed from widely 
tracked global indices. For 
investors to regain trust in 
Russia, a regime change is 
needed. 

• China’s preference of “common 
prosperity” over private 
enterprise will likely keep 
valuations depressed as foreign 
investors remain at bay.  

• While other commodity 
producing emerging market 
countries should fare better, 
their weights in the universe are 
much smaller than the 
commodity importers like China, 
India, South Korea and Taiwan.  
Consequently, we expect the 
emerging market investment 
universe subdued. 



 

Chart 1:  Performance of Russian Ruble and MSCI Russia since the end of 2020 

 
Data sources: Truist IAG, Bloomberg, last data update March 10, 2022 for Ruble and February 25, 2022 for MSCI Russia 

China is investable but not attractive 

For international investors, the most pressing question on China is "Is the era of private 
enterprise over?" China’s regulatory crackdown, which started with Ant Group's IPO 
cancellation in 2020, moved to the next level with Xi Jinping's "common prosperity" drive in 
2021. The regulatory crackdown on private education companies, casinos, and fintech firms, 
coupled with property sector troubles, has resulted in dismal performance for Chinese stocks. 
Since the end of 2020, Chinese stocks have lagged the S&P500 by close to 50% (Chart 2). 
Such underperformance versus global peers and valuations near the 2018 lows may attract 
some investors. However, we would continue to avoid Chinese equities, until there is a 
fundamental attitude change towards listed companies.   

Chart 2:  Relative performance of MSCI China versus S&P500 

  
Data sources: Truist IAG, Bloomberg, last data update March 10, 2022 
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 International investments are subject to special risks, such as political unrest, economic instability, and currency fluctuations.  

Rest of the emerging markets  

With the Ukrainian crisis front and center, the countries closest to the crisis region will be 
negatively affected, including Poland, Hungary, and Czechia. Over two million Ukrainian 
refugees have crossed borders into neighboring countries and, unfortunately, many more are 
expected if the conflict continues. Mediterranean economies like Turkey and Greece will also 
be negatively impacted as sanction-impacted Russian tourists stay home. Additionally, 
commodity importing countries like India, South Korea, Taiwan, and Egypt could also be 
negatively affected from higher prices. 

Conversely, energy-producing countries such as Saudi Arabia, Kuwait, Qatar, and the United 
Arab Emirates (UAE) are clear winners. And Latin American countries such as Mexico, 
Colombia, Brazil, Chile and Peru should fare better, led by commodity exports as well as the 
geographical distance from the Ukrainian crisis. 

Even before this conflict, emerging market equities were on a downward trend (Chart 3) due 
to regulatory and economic issues in China coupled with monetary tightening in high inflation 
economies. The Ukrainian crisis has added a further pall on the outlook for emerging markets.  

Chart 3:  Relative performance of MSCI Emerging Markets versus S&P500 

  
      Data sources: Truist IAG, Bloomberg, last data update March 10, 2022 

Bottom line 
 

BRIC, the acronym coined by British economist Jim O'Neil, has been reduced to BI with 
Russia becoming uninvestable and China prioritizing "common prosperity" over private 
enterprise. This regulatory uncertainty creates a high level of risk that is untenable for many 
international investors including us—even with performance and valuations relative to the U.S. 
at the lowest levels since 2002. Furthermore, while higher commodity prices provide a tailwind 
for some Middle East and Latin American economies, Asian countries are nearly 80% of the 
emerging universe, and they are generally net importers of key commodities. Therefore, we 
continue to recommend U.S. equities over the emerging markets. 
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Disclosures 
Advisory managed account programs entail risks, including possible loss of principal and may not be suitable for all investors. 
Please speak to your advisor to request a firm brochure which includes program details, including risks, fees and expenses. 

Truist Wealth is a name used by Truist Financial Corporation.  Banking products and services, including loans, deposit accounts, trust and 
investment management services provided by Truist Bank, Member FDIC. Securities, brokerage accounts, insurance/annuities offered by 
Truist Investment Services, Inc. member FINRA, SIPC, and a licensed insurance agency where applicable.  Life insurance products offered by 
referral to Truist Insurance Holdings, Inc. and affiliates.  Investment advisory services offered by Truist Advisory Services, Inc., Sterling Capital 
Management, LLC, and affiliated SEC registered investment advisers.  Sterling Capital Funds advised by Sterling Capital Management, LLC. 

While this information is believed to be accurate, Truist Banks, Inc., now Truist Financial Corporation, including its affiliates, does not 
guarantee the accuracy, completeness or timeliness of, or otherwise endorse these analyses or market data.  

The opinions and information contained herein have been obtained or derived from sources believed to be reliable, but Truist Financial 
Corporation makes no representation or guarantee as to their timeliness, accuracy or completeness or for their fitness for any particular 
purpose. The information contained herein does not purport to be a complete analysis of any security, company, or industry involved. This 
material is not to be construed as an offer to sell or a solicitation of an offer to buy any security. 

Opinions and information expressed herein are subject to change without notice. TIS and/or its affiliates, including your Advisor, may have 
issued materials that are inconsistent with or may reach different conclusions than those represented in this commentary, and all opinions and 
information are believed to be reflective of judgments and opinions as of the date that material was originally published. TIS is under no 
obligation to ensure that other materials are brought to the attention of any recipient of this commentary. 

Comments regarding tax implications are informational only. Truist and its representatives do not provide tax or legal advice. You should 
consult your individual tax or legal professional before taking any action that may have tax or legal consequences. 

Investments involve risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or 
guarantee of future performance. 

TIS/TAS shall accept no liability for any loss arising from the use of this material, nor shall TIS/TAS treat any recipient of this material as a 
customer or client simply by virtue of the receipt of this material. 

The information herein is for persons residing in the United States of America only and is not intended for any person in any other jurisdiction. 
Investors may be prohibited in certain states from purchasing some over-the-counter securities mentioned herein. 

The information contained in this material is produced and copyrighted by Truist Financial Corporation and any unauthorized use, duplication, 
redistribution or disclosure is prohibited by law. 

TIS/TAS’s officers, employees, agents and/or affiliates may have positions in securities, options, rights, or warrants mentioned or discussed in 
this material. 

Asset classes are represented by the following indexes. An investment cannot be made directly into an index. 

S&P 500 Index is comprised of 500 widely-held securities considered to be representative of the stock market in general 
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