Quarterly Economic Update
As of March 31, 2021

GLOBAL OPPORTUNITY ATLAS
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1 - TOTAL RETURN Q1 2021
•

It was a slightly positive Q1 on average for the 44 countries shown, in contrast to
the trend of strong returns from Q4 and Q3 of 2020. The best performers for Q1 2021
were Chile, South Africa, and Sweden.

•

Their strong performance was in part due to one of the dominant macro-economic stories of the last quarter: the strong rebound in commodity prices, driven by a
release of demand that had been suppressed during lockdowns. These countries
to varying degrees all have commodity-dependent economies.

•

The worst performers were Turkey, Colombia, and the Philippines. Turkey’s economic performance continues to be highly volatile, with wide swings in returns on
a quarter-to-quarter basis. Their underlying political and monetary instability has
resulted in a consistently volatile financial system.

Source: MSCI
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2 - CHANGE IN STOCK PRICES Q1 2021
•

It was an only slightly positive quarter for change in price, in contrast to Q4 of 2020
which saw almost uniform increases in stock prices.

•

The best performers in Q1 were Austria, Sweden, and Chile. As the EU increased
monetary and fiscal stimulus, Austria experienced a strong bounce-back from their
steep, consistent declines into late 2020.

•

The worst performers were Colombia, Turkey, and Brazil.

•

Despite rising demand for commodities, both Colombia and Brazil recently saw a
worsening of the pandemic health crisis, leading Colombia to reinstate economic
lockdowns amidst ballooning budget deficits and extremely high unemployment.

•

There was a very strong positive correlation between Stock Prices and Total Return
in Q1 2021, indicating that the best performers’ gains were largely in their domestic
markets.
Source: MSCI, Bowyer Research

4

3 - % CHANGE IN U.S. DOLLAR/CURRENCY EXCHANGE RATES Q1 2021
EXCHANGE RATE CHANGE
LOWEST

HIGHEST

For illustrative purposes only.

5

3 - % CHANGE IN U.S. DOLLAR/CURRENCY EXCHANGE RATES Q1 2021

•

The color scale for this map is Change in Foreign Exchange Rate. A negative
change is shown as green, indicating a “strengthening” of the country’s currency against the USD. A positive change is shown as red, indicating a “weakening”
against the USD.

•

On average, global currencies weakened against the dollar in Q1 of 2021, in contrast with Q4 of 2020 in which the major currencies strengthened against the dollar.
The only countries whose currencies strengthened against the dollar during Q1 of
2021 were Canada, the United Kingdom, and Norway.

Source: Bloomberg
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4 - 2020 REAL GDP GROWTH (YEAR OVER YEAR)

•

Of the 63 countries shown, year-over-year GDP growth was almost universally
negative. Only 10 countries had positive GDP growth over the past year. Of those
countries, half were emerging markets in Asia.

•

The economies with the largest declines in GDP were Kazakhstan, Kuwait, and
Azerbaijan. The fastest growers were China, Turkey, and Vietnam.

•

China’s rapid GDP growth over the past year reflects their high pre-pandemic
growth rate. Turkey’s economic situation has been highly volatile for years, and
their high growth rate in 2020 reflected an increase from a low baseline.

Source: Bowyer Research, Factset, as of 3/31/2021
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5 - FORECASTED REAL GDP GROWTH FOR 2021
•

Note: These projections are as of Q3 2020. There is a lack of more recent forecast data
due to the pandemic.

•

GDP was expected to grow in 2021 for every country except Venezuela.

•

In addition to Venezuela’s hyper-inflation and political turmoil, their economy is reliant
on high oil prices, and the collapse in demand for oil amidst global economic shutdowns had devastated the Venezuelan economy.

•

The forecasted fastest growers in order were China, Malaysia, Indonesia, and the Philippines – all Asian developing economies.

•

China was forecasted to grow at 9.2%, which is substantially higher than their pre-pandemic average.

Source: IMF (IMF staff estimates most recently available, Q3 2020)
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6 - EARNINGS GROWTH Q1 2021
•

It was a generally negative Q1 for earnings growth, reversing the trend from Q4.
Only 15 of the 42 countries shown had positive change in earnings.

•

The greatest profit increases were Poland, China, and Israel. Israel’s strong economic performance over Q1 was due in part to their very successful vaccination
campaign. Israel had at least partially vaccinated 60% of their population at a
time when the U.S. sat at 37%. Israel also revised their tax code, encouraging more
foreign imports.

•

The greatest profit declines in order were Hong Kong, Russia, and Norway. Hong
Kong is still in the midst of a political crisis, with mainland China threatening Hong
Kong’s long-standing status as the world’s freest economy.

Source: MSCI, Bowyer Research
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7 - % CHANGE IN CORPORATE EARNINGS/PRICE (E/P) Q1 2021
•

On average, the countries shown became slightly less attractively valued during
Q1 of 2021, but only 26 of the 42 countries followed that pattern of declining attractiveness, meaning it was not a broad-based contraction of attractiveness. By
contrast, in Q4 of 2020, 37 out of 42 countries became less attractively valued.

•

The countries that had the greatest increases in relative attractiveness of valuation
were Poland, China, and Israel. Poland’s economy, still reliant on industrial exports,
has improved as an increase in global demand has fueled a bounce-back in domestic production.

•

Countries that had the greatest declines in relative attractiveness of valuation were
Hong Kong, Russia, and Austria. Inflation rates in Russia have rapidly accelerated
over the course of the pandemic, prompting the central bank to raise interest rates
for the first time in years, with more rate hikes expected.

Source: MSCI, Bowyer Research
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8 - EARNINGS/PRICE (E/P) RATIO END OF Q1 2021
•

Note that this is one of many valuation metrics. It is cross-sectional, not longitudinal.
It is also not adjusted for risk.

•

Countries which were most relatively attractively valued as of the end of Q1 were
Turkey, Egypt, and Greece.

•

Countries which were least relatively attractive by this measure were Israel, Spain,
and Peru.

•

We also looked at E/P ratios as of the end of Q4 2020, and found that they had a
slightly negative correlation with Total Return in Q1 2021, indicating that countries
that were relatively attractively valued at the beginning of the period did not go on
to have higher returns. During Q1 2021, the valuation discipline was generally subtractive, but not strongly so.

Source: MSCI, Bowyer Research
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RISKS & DISCLOSURES
Carefully consider the Fund’s investment objectives, risk factors, charges and expenses before
investing. To obtain a prospectus download one here www.videntfunds.com/literature or call
800-617-0004. Please read it carefully before investing.
Investments involve risk. Principal loss is possible. The Funds have the same risks as the underlying securities traded on the exchange throughout the day at market price. Investor shares are bought and sold at market price (not NAV), may trade at a discount or premium to NAV
and are not individually redeemed from the Funds. Ordinary brokerage commissions may apply.
Views and opinions expressed are for information purposes, are current as of the date of this publication, may be subject to change, and
should not be construed as investment advise.
Unless otherwise stated, all data are as of March 31st, 2021.
The Vident Funds are distributed by ALPS Distributors, Inc. ALPS is not affiliated with Vident Financial, Vident Advisory or VIA.
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GLOSSARY
Total Return Actual rate of return of an investment or a pool of investments over a given evaluation period
Change in Stock price The percent change in price a share of stock is trading for on the market
Correlation The degree to which two or more attributes or measurements show a tendency to vary together
Change in Foreign Exchange Rate The percent change in the value of a nation’s currency in terms of the USD
Gross Domestic Product (GDP) A monetary measure of the market value of all the final goods and services produced in the time period
Real GDP Growth Rate The amount by which GDP increased over the time period, adjusted for price changes
Earnings Growth The amount by which the after-tax net income, sometimes known as the bottom line or a company’s profits, increased over
the time period
Change in Corporate Earnings/Price The amount by which a company’s Earnings/Price Ratio increased or decreased over the time period
Earnings/Price Ratio The valuation ratio of a company’s per-share earnings compared to its current share price
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