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Q U A R T E R L Y  U P D A T E

Market overview

Global equities posted strong gains for the second 
quarter 2026, rebounding from early April volatility. 
Key drivers included continued strength in AI-
related companies and resilient corporate earnings.

Emerging markets recorded their strongest 
quarterly return since 2009 in the second quarter 
of 2026. Performance was narrowly focused, driven 
by a small group of Asia-based companies central 
to the AI and semiconductor ecosystem. Korea and 
Taiwan led performance, reflecting their critical 
role in producing the semiconductor chips and 
advanced electronics needed to support the 
growing demand for artificial intelligence (AI). 

Performance and positioning

The Vanguard Global Emerging Markets Fund 
returned 14.71% over the quarter and outperformed 
its benchmark, the FTSE Emerging Net Tax (UK 
UCITS) Index, which returned 11.34%1. 

At the overall fund level, successful stock selection 
within the telecommunications and technology 
sectors contributed the most to outperformance, 
while weaker stock selection in the industrials sector 
and an overweight position in the consumer 
discretionary sector detracted from returns. On a 
country basis, an overweight position in Korea 
boosted relative returns, while an underweight 
position in Taiwan was the largest detractor. 

Baillie Gifford outperformed, while Pzena 
underperformed the benchmark over the quarter.

Baillie Gifford’s outperformance was driven by 
strong stock selection within the technology and 

telecommunications sectors.  This more than offset 
weaker stock selection within the industrials and energy 
sectors, which detracted from relative returns.

Pzena’s underperformance reflected weak stock 
selection and an underweight position in the 
technology sector, as well as an overweight position 
in the consumer discretionary sector. Stock selection 
within the telecommunications and healthcare 
sectors contributed positively to relative returns.

At the stock level, the largest positive contributors to 
the fund were holdings in Korean companies, SK Hynix 
and Samsung Electronics. Memory chip manufacturer 
SK Hynix delivered strong company results, driven by 
strong demand for its products and sharp rises in 
memory chip prices. Samsung Electronics was another 
beneficiary of surging demand for semiconductors 
chips. The share price of the memory chip and 
smartphone manufacturer rose sharply after the 
company announced its latest quarterly results. The 
company’s ability to design, manufacture and provide 
advanced packaging for chips significantly strengthens 
its competitive positioning. 

The largest detractors to performance were Taiwan 
Semiconductor Manufacturing Company Limited 
(TSMC) and B3, Brazil’s main stock exchange and a 
leading exchange operator in Latin America.

An underweight position in semiconductor contract 
manufacturer TSMC weighed on returns. TSMC is a 
major beneficiary of the need for advanced chips to 
build AI infrastructure and the lack of global 
manufacturing capacity.

B3’s share price declined as Brazil maintained its high 
interest-rate policy, suppressing the appetite for

Vanguard Global Emerging Markets Fund is an actively managed fund. Two traditional, bottom-up active 
managers, each with a complementary style, are blended together to deliver long-term capital growth in a 
core emerging markets fund. Pzena is a deep value manager and Baillie Gifford is a growth manager.

Highlights

• Global stocks posted strong gains in the second quarter of 2026.
• Korea and Taiwan drove emerging market returns. 
• Technology and industrials were the top-performing sectors.  
• The Vanguard Global Emerging Markets Fund outperformed its benchmark.

GLOBAL EMERGING MARKETS FUND LOW-COST ACTIVE
EQUITY

Quarterly update

This document is directed at professional investors and should not be distributed to, or relied upon by retail investors.         
This document is designed for use by, and is directed only at persons resident in the UK. Past performance is not a reliable 
indicator of future results.

1 Source: Vanguard, as at 30 June 2026. Performance is calculated in GBP, net of fees, on a NAV-to-NAV basis with 
gross income reinvested.
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local shares, which weighed on trading volumes. This 
was exacerbated by persistent foreign capital 
outflows and lingering uncertainty surrounding the 
transition to a new CEO. The Baillie Gifford team 
continues to believe the investment case for B3 
remains intact, as the company is well positioned to 
benefit once the interest-rate cutting cycle starts. 

Activity 

Pzena initiated a new position in KE Holdings, a 
leading Chinese property services platform. The team 
expects that a steadily recovering housing market 
will see the company’s profit margin expand, driving 
improved profitability. 

Pzena sold its holding in Zhejiang Longsheng, as the 
valuation had become less attractive. The Chinese 
dye maker’s share price recently rallied following the 
completion of its DyStar acquisition and now fully 
reflects the company’s potential.

Baillie Gifford initiated a position in Hyundai 
Engineering & Construction, a Korean engineering and 
construction company, to gain exposure to the rising 
investment in energy and infrastructure. This trend is 
being accelerated by volatile geopolitics and shifting 
dynamics in the Middle East, which are driving global 
spending on energy security and national infrastructure 
well ahead of initial forecasts. Consequently, Hyundai 
Engineering & Construction is well placed to benefit as 
both governments and companies increase 
investments in these critical areas.

Baillie Gifford sold its holding in Thailand’s banking 
franchise SCB X, formerly Siam Commercial Bank. 
The share price has performed well since it was 
purchased, but the team believes there are more 
attractive opportunities elsewhere.

Outlook 

The outlook for emerging markets remains 
constructive, supported by attractive long-term 
opportunities across a broad range of countries, 
sectors and industries. While recent returns have 
been driven by a relatively small number of AI-related 
semiconductor companies, the team continues to 
identify attractive opportunities beyond these areas. 
With valuations remaining attractive in parts of the 
market and investor allocations still modest, 
emerging markets remain well positioned to deliver 
long-term growth.

Baillie Gifford remains positive on the long-term 
prospects for emerging markets, highlighting a 
growing number of companies that are driving 
innovation in products and service globally. The team 
sees attractive opportunities linked to themes such 
as security, cybersecurity, energy, logistics and supply 
chain resilience, and believes many emerging market 
companies are well placed to benefit from these 
structural trends. Despite this, they believes many of 
these opportunities are not fully reflected in market 
valuations and that the asset class remains 
underappreciated by investors.

Pzena notes that recent emerging market 
performance has been heavily concentrated in a 
small number of semiconductor companies 
benefiting from AI-related demand, particularly 
Korea and Taiwan. While the team acknowledges the 
strong earnings growth delivered by these 
businesses, it remains cautious about the 
sustainability of current profitability. As a result, 
Pzena continues to identify attractive opportunities 
in overlooked companies where valuations do not 
fully reflect long-term earnings potential.

This document is directed at professional investors and should not be distributed to, or relied upon by retail investors. 
This document is designed for use by, and is directed only at persons resident in the UK. Past performance is not a reliable 
indicator of future results.
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Key fund facts (as at 30 June 2026)

Past performance is not a reliable indicator of future results.
Source: Vanguard and Morningstar. Performance figures include the reinvestment of all dividends and any capital gains 
distributions. Basis of fund performance NAV to NAV. Basis of index performance is total return. All performance is 
calculated in GBP, net of fees. Note that small daily changes to cash balances and manager weights mean the fund 
return is not a simple average of the subadvisor returns over the quarter.
1 The Ongoing Charges Figure (OCF) covers administration, audit, depository, legal, registration and regulatory expenses 
incurred in respect of the Funds.

*Effective 12 August 2024, Vanguard removed Oaktree as a subadvisor. Performance figures prior to this date 
incorporate returns from Oaktree.

Fund performance (Cumulative % growth, GBP, 25 May 2016 to 30 June 2026)

Investment managers: Baillie Gifford Overseas Ltd.
Pzena Investment Management LLC
Inception date: 25 May 2016
Domicile: United Kingdom
Benchmark: FTSE Emerging Net Tax (UK UCITS) Index in GBP
Peer group: IA Global Emerging Markets
Ongoing charges figure1: 0.78%

Fund AUM: GBP 558m
Number of holdings: 137
Median market cap: GBP 33.0B
P/E ratio: 14.8X
Equity yield (dividend): 2.9%
ISIN: GB00BZ82ZY13
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Fund* 33.33 5.14 11.42 -4.53 34.65 -15.67 5.20 10.25 4.43 45.68
Peer group  27.00 4.07 6.07 -3.31 28.30 -17.30 -0.31 11.56 4.91 46.44
Benchmark  23.77 5.64 8.01 -0.59 24.23 -10.67 -3.50 14.23 7.41 26.60

Cumulative return (%)
as at 30 June 2026 YTD 3 month 1 year 3 yr (ann.) 5 yr (ann.) Since inception 

(ann.)

Fund* 19.71 14.71 45.68 18.81 8.27 12.90

Baillie Gifford 34.26 30.10 65.17 25.27 8.20 14.49

Pzena 4.17 -1.15 24.85 15.17 10.30 12.51

Peer group 25.37 22.49 46.44 19.67 7.15 10.72

Fund relative to peer group -5.66 -7.77 -0.76 -0.86 1.12 2.18

Benchmark 10.41 11.34 26.60 15.81 6.01 10.41

Fund relative to benchmark 9.30 3.37 19.08 3.00 2.26 2.48
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This document is directed at professional investors and should not be distributed to, or relied upon by retail investors. 
This document is designed for use by, and is directed only at persons resident in the UK.
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Sector exposure (%) 
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Breakdown (as at 30 June 2026)

Company %

Taiwan Semiconductor Manufacturing Co Ltd 6.7

SK hynix Inc 3.8

Montage Technology Co Ltd 3.6

Samsung Electronics Co Ltd 2.8

Accton Technology Corp 2.3

Tencent Holdings Ltd 2.2

ASE Technology Holding Co Ltd 2.1

MediaTek Inc 2.0

Alibaba Group Holding Ltd 2.0

SAMSUNG ELECTRONICS-PREF 2.0

Fund Benchmark

Source: Vanguard, as at 30 June 2026. 
Benchmark: FTSE Emerging Net Tax (UK UCITS) Index in GBP.
Note: There may be more than one instance where the same company name appears in the tables, reflecting the 
portfolio's holdings in multiple listed lines of the same company.
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This document is directed at professional investors and should not be distributed to, or relied upon by retail investors. 
This document is designed for use by, and is directed only at persons resident in the UK.

Top 10 fund holdings (% exposure, as at 30 June 2026)
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Top detractors 3-month (%)

Company name Portfolio 
weight

Bench
weight

3-month 
return Total effect

SK hynix Inc. 3.9 0.0 222.6 5.2

Samsung Electronics Co. Ltd. 5.0 0.0 90.8 3.0

Montage Technology Co. Ltd. 3.8 0.0 150.2 1.6

MediaTek Inc. 2.1 1.9 184.1 0.7

Accton Technology Corporation 2.5 0.4 64.8 0.5

Company name Portfolio 
weight

Bench
weight

3-month
return Total effect

Taiwan Semiconductor Manufacturing Company Limited 7.3 17.6 36.9 -2.1

B3 S.A.-Brasil Bolsa Balcao 1.4 0.1 -19.6 -0.5

Yageo Corporation 0.0 0.5 369.5 -0.5

Globant S.A. 0.5 0.0 -37.6 -0.4

United Microelectronics Corp. 0.0 0.6 190.3 -0.4

Company name Portfolio 
weight

Bench
weight

12-month 
return Total effect

Samsung Electronics Co. Ltd. 5.0 0.0 376.5 9.9

SK hynix Inc. 3.9 0.0 719.5 9.3

Montage Technology Co. Ltd. 3.8 0.0 177.9 2.0

Xiaomi Corporation 0.0 0.5 -62.7 1.5

Accton Technology Corporation 2.5 0.4 227.8 1.3

Company name Portfolio
weight

Bench
weight

12-month 
return Total effect

Taiwan Semiconductor Manufacturing Company Limited 7.3 17.6 118.1 -4.9

MercadoLibre Inc. 1.2 0.0 -32.9 -1.4

Delta Electronics Inc. 0.0 1.1 348.9 -1.1

PT Bank Rakyat Indonesia (Persero) Tbk. 0.9 0.1 -24.5 -0.8

Globant S.A. 0.5 0.0 -67.1 -0.8

Top contributors 12-month (%)

Top detractors 12-month (%)

Top contributors 3-month (%)

This document is directed at professional investors and should not be distributed to, or relied upon by retail investors. 
This document is designed for use by, and is directed only at persons resident in the UK.

Performance analysis1

Past performance is not a reliable indicator of future results.
1 Weights are as at the end of the reporting period, but the total effect is based on positions held over the full period.
The portfolio attribution data shown above is provided by FactSet based on information provided by Vanguard about 
the fund’s daily portfolio holdings as of the market close. Because the fund buys and sells stocks throughout the trading 
day and not necessarily at the market close, the attribution data shown above is an estimate and may not precisely 
reflect actual attribution information.
Source: FactSet, as at 30 June 2026. FactSet is a holdings-based attribution tool. Portfolio transactions are valued at 
closing price, which may cause some slight deviations with the fund return (based on NAV).
Note: performance attribution is sourced from FactSet, therefore the portfolio weights shown may differ from those on 
the previous page.
Benchmark: FTSE Emerging Net Tax (UK UCITS) Index in GBP.
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The value of investments, and the income from them, may fall or rise and investors may get back less than 
they invested. 

Past performance is not a reliable indicator of future results. 

Some funds invest in emerging markets which can be more volatile than more established markets. As a result 
the value of your investment may rise or fall. 

Investments in smaller companies may be more volatile than investments in well-established blue chip 
companies. 

Reference in this document to specific securities should not be construed as a recommendation to buy or sell 
these securities, but is included for the purposes of illustration only. 

The Funds may use derivatives in order to reduce risk or cost and/or generate extra income or growth. The use 
of derivatives could increase or reduce exposure to underlying assets and result in greater fluctuations of the 
Fund's net asset value. A derivative is a financial contract whose value is based on the value of a financial 
asset (such as a share, bond, or currency) or a market index.

Some funds invest in securities which are denominated in different currencies. Movements in currency 
exchange rates can affect the return of investments. 

For further information on risks please see the “Risk Factors” section of the prospectus on our website at 
https://global.vanguard.com.  

Investment risk information
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This is a marketing communication.

This document is directed at professional investors and should not be distributed to, or relied upon by retail 
investors. 

For further information on the fund's investment policies and risks, please refer to the prospectus of the UCITS 
and to the KIID before making any final investment decisions. The KIID for this fund is available, alongside the 
prospectus, which is available in English only, via Vanguard’s website https://global.vanguard.com/. 

This is designed for use by, and is directed only at, persons resident in the UK. 

The information contained herein is not to be regarded as an offer to buy or sell or the solicitation of any offer 
to buy or sell securities in any jurisdiction where such an offer or solicitation is against the law, or to anyone to 
whom it is unlawful to make such an offer or solicitation, or if the person making the offer or solicitation is not 
qualified to do so. The information is general in nature and does not constitute legal, tax, or investment 
advice. Potential investors are urged to consult their professional advisers on the implications of making an 
investment in, holding or disposing of "units/shares", and the receipt of distribution from any investment. 

The Authorised Corporate Director for Vanguard Investments Funds ICVC is Vanguard Investments UK, 
Limited.  Vanguard Asset Management, Limited is a distributor of Vanguard Investments Funds ICVC. 

For investors in UK domiciled funds, a summary of investor rights can be obtained via 
https://www.vanguard.co.uk/content/dam/intl/europe/documents/en/Vanguard-
InvestorsRightsSummaryUKFUNDSJan22.pdf and is available in English. 

London Stock Exchange Group companies include FTSE International Limited ("FTSE"), Frank Russell 
Company ("Russell"), MTS Next Limited ("MTS"), and FTSE TMX Global Debt Capital Markets Inc. ("FTSE 
TMX"). All rights reserved. "FTSE®", "Russell®", "MTS®", "FTSE TMX®" and "FTSE Russell" and other service 
marks and trademarks related to the FTSE or Russell indexes are trademarks of the London Stock Exchange 
Group companies and are used by FTSE, MTS, FTSE TMX and Russell under licence. All information is provided 
for information purposes only. No responsibility or liability can be accepted by the London Stock Exchange 
Group companies nor its licensors for any errors or for any loss from use of this publication. Neither the 
London Stock Exchange Group companies nor any of its licensors make any claim, prediction, warranty or 
representation whatsoever, expressly or impliedly, either as to the results to be obtained from the use of the 
FTSE or Russell indexes or the fitness or suitability of the indexes for any particular purpose to which they 
might be put. 

Issued by Vanguard Asset Management Limited, which is authorised and regulated in the UK by the Financial 
Conduct Authority.

© 2026 Vanguard Asset Management Limited. All rights reserved. 
Reference number: 5793516

Important information
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