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Participating in Latin America’s growth potential through the equity
markets is not as straightforward as in other areas of the world.
Investors should carefully evaluate the different options available, to

ensure proper diversification.
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Equity Investing in the Latin
American Region:
Diversification is Key

Latin America is an incredible region, full of life,
promise, and diversity. Its many countries are rich
with culture and amazing cuisine. From Parrilladas
to Pupusas, from Arepas to Mariquitas, its cuisine is
as distinct as its people. Its diverse economies,
bolstered by nascent industries, embody the
promise of a better tomorrow. Themes such as
Fintech and Near-Shoring could be game changing.
However, it is not particularly easy to gain access to
the region’s prosperity through traditional
investment vehicles.

Bonds and other fixed income products offer
access to the cash flows of some companies in the
region. These markets are reasonably deep,
offering a variety of issuers and vehicles through
which to access them. However, the region’s equity
markets are not as deep, offering a limited number
of options from a relatively narrow number of
industries and an even smaller subset of countries.
As a result, many of the vehicles offering access to
the region’s equity markets tend to be heavily
concentrated in a small number of industries and a
handful of countries.

The MSCI Emerging Markets Latin America Index
(MXLA) is the most widely used index for the region.
As of May 3i1st, 2023, the index was composed of
just 6 countries in Latin America: Brazil, Mexico,
Chile, Peru, and Colombia. As we can see on the
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following chart, out of these countries, Brazil and
Mexico comprised 90% of the index. This particular
index is not readily investable, but many other
regional ETF’s and mutual funds that are investable
tend to have similar country allocations. In fact, out
of sample set of 4 ETFs and 3 mutual funds that
focus on the region, the average concentration in
Brazil and Mexico combined was 87%. Sector
allocations also tend to exhibit high concentrations.
As of May 31st, 2023, approximately 73% of the
MXLA index was concentrated in the following 4
sectors: Financials (25%), Materials (20%),
Consumer Staples (17%), and Energy (11%). Again,
looking at the same sample set of ETFs and mutual
funds mentioned above, the average combined
concentration of these 4 sectors was close to 70%.
Put another way, on average, only 1 out of every 10
dollars invested in many Latin America equity
products is allocated to countries other than Brazil
and Mexico. Additionally, based on the 11 sectors
that traditionally comprise an index, on average, 7
out of every 10 dollars invested in many Latin
America equity products are concentrated in
roughly only one third of the available sectors.
Granted these findings are comprised by a
relatively small sample set of data. As such, we are
by no means implying that that every Latin America
equity product is allocated in this manner. We are
just trying to put in perspective the relatively high
country and sector concentrations found in many
equity products focused on this region.

These concentrations can be generally attributable
to the industries that have traditionally dominated
the region, as well as the countries with the most
developed equity markets. As we know,
commodities have historically represented large
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MXLA is the symbol for the MSCI Emerging Markets Latin
America Index

Source: MSCI, Insigheo

As of 5/31/23

and important industries in the region. This is
evident by the outsized weights of the Materials
and Energy sectors in the MXLA index, combining
to represent over 30% of its constituency. In fact,
taking a deeper look into the individual equities in
the index, Vale and Petrobras combine to create a
17% allocation. AlImost 20% of the index’s weight
falls on 2 companies.

Commodities are and will continue to be an
important part of the region’s economies. But what
about the region’s emerging middle class? What
about sectors such as Consumer Discretionary that
would traditionally benefit from increased spending
power of the local population? What about Fintech
and other nascent, but very promising technology-
driven industries all over the region? As of the end
of last month, the Consumer Discretionary and
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Information Technology sectors combined to
represent 2.5% of the MXLA index, less than 1/10th
of the combined weight of Materials and Energy. In
fact, Info Tech represented less than 1% of the
index, and various other regional ETFs don’t even
have an allocation to this sector.

Promising technology companies with the potential
to revolutionize the region such as Mercado Libre
(MELI), Globant (GLOB), StoneCo (STNE), and
Pagseguro Digital (PAGS), among others, are not a
part of many equity products focused on Latin
America. Additionally, other investment trends
prevalent in the region such as Volaris’ (VLRS)
revolutionary business model for travel in the
Northern part of Latin America, Embraer’s (ERJ)
foothold in the region’s Defense industry, or YPF’s
potential to meaningfully impact the region through
the successful development of the Vaca Muerta
hydrocarbon formation, are not present in many of
the more traditional products investing in Latin
America.

Participating in Latin America’s growth potential
through the equity markets is not as straightforward
as in other areas of the world. Investors should
carefully evaluate the different options available, to
ensure that country, sector, and political risks are
properly mitigated through diversification and other
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risk management parameters. Additionally, it is
important to ensure that the region’s promising
growth potential is also being reflected in a
product’s various holdings. Commodities will
continue to be an important part of the local
economies. However, we cannot afford to overlook
Latin America’s many other promising industries
and opportunities.

It is important to keep in mind that the ETFs and
individual equities referenced here can exhibit high
degrees of volatility and are not suitable for every
investor. These investments are best considered on
a case-by-case basis, based on a particular
investor’s willingness and ability to tolerate risk. If
you need more information or would like to discuss
these potential ideas in more detail, please do not
hesitate to contact the Insigneo Research Team.
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Important Legal Disclaimer

Insigneo Financial Group, LLC comprises a number of operating
businesses engaged in the offering of brokerage and advisory
products and services in various jurisdictions, principally in Latin
America. Brokerage products and services are offered through
Insigneo International Financial Services, LLC, headquartered in Puerto
Rico, and through Insigneo Securities, LLC, headquartered in Miami.
Both are members of the Financial Industry Regulatory Authority
(FINRA) and Securities Investors Protection Corporation (SIPC).
Investment advisory products and services are offered through
Insigneo Advisory Services, LLC, an investment adviser registered with
the Securities and Exchange Commission. In Uruguay, advisory
services are offered through Insigneo International Asesores de
Inversion Uruguay, SA, Insigneo Asesores de Inversion Latam, SRL, and
Insigneo Asesores de Inversion de Uruguay, SRL, in Argentina through
Insigneo Argentina, SAU, and in Chile through Insigneo Asesorias
Financieras, SPA. Collectively, these eight operating businesses make
up the Insigneo Financial Group. To learn more about the Broker
Dealers including their conflicts of interest and compensation
practices, please go to https://insigneo.com/disclosures/ or via
www.finra.org. To learn about Insigneo Advisory Services, LLC and any
conflicts related to its advisory services, please see its Form ADV and
brochure which can be found at Investment Advisor Public Disclosure
website https://adviserinfo.sec.gov/

FOR AFFILIATES LOCATED IN CHILE

Insigneo Asesorias Financieras SPA se encuentra inscrito en Chile, en
el Registro de Asesores de Inversion de la Comision para el Mercado
Financiero. Este informe fue efectuado por area de Research &
Strategy de Insigneo Securities LLC. o sus proveedores, en base a la
informacién disponible a la fecha de emision de este. Para evitar
cualquier conflicto de interés, Insigneo Securities LLC dispone que
ningun integrante del equipo de Research & Strategy tenga su
remuneracion asociada directa o indirectamente con una
recomendacion o reporte especifico o con el resultado de una cartera.

Aunque los antecedentes sobre los cuales ha sido elaborado este
informe fueron obtenidos de fuentes consideradas confiables, no
podemos garantizar la completa exactitud e integridad de estos, no
asumiendo responsabilidad alguna al respecto Insigneo Securities LLC,
Insigneo Asesorias Financieras SPA ni ninguna de sus empresas
relacionadas.

Este material esta destinado Unicamente a facilitar el debate general y
no pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o
con su asesor financiero si alguna de las recomendaciones especificas
que se hacen en este documento es adecuada para usted. Este
documento no constituye una oferta o solicitud de compra o venta de
ningun valor en ninguna jurisdiccion en la que dicha oferta o solicitud
no esté autorizada o a ninguna persona a la que seailegal hacer dicha
oferta o solicitud. Las inversiones en cuentas de corretaje y de
asesoramiento de inversiones estan sujetas al riesgo de mercado,
incluida la pérdida de capital.
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La informacion base del presente informe puede sufrir cambios, no
teniendo Insigneo Securities LLC ni Insigneo Asesorias Financieras SPA
la obligacién de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios. Cualquier opinion,
expresion, estimacion y/o recomendacion contenida en este informe
constituyen el juicio o vision de area de Research & Strategy de
Insigneo Securities LLC. o sus proveedores, a la fecha de su
publicacién y pueden ser modificadas sin previo aviso.

FOR AFFILIATES LOCATED IN URUGUAY

En Uruguay, los valores estan siendo ofrecidos en forma privada de
acuerdo al articulo 2 de la ley 18.627 y sus modificaciones. Los valores
no han sido ni seran registrados ante el Banco Central del Uruguay para
oferta publica.

FOR AFFILIATES LOCATED IN ARGENTINA

Insigneo Argentina S.A.U. Agente Asesor Global de Inversién se
encuentra registrado bajo el N° 10563 de la Comisién Nacional de
Valores (CNV) e inscripto ante la Inspecciéon General de Justicia (IGJ)
bajo el N° 12.278 del Libro 90, Tomo -, de Sociedades por Acciones.
Este informe fue efectuado por area de Research & Strategy de
Insigneo Securities LLC. o sus proveedores, en base a la informacion
disponible a la fecha de su emision. Para evitar cualquier conflicto de
interés, Insigneo Securities LLC dispone que ningun integrante del
equipo de Research & Strategy tenga su remuneracion asociada
directa o indirectamente con una recomendacioén o reporte especifico
o con el resultado de una cartera. Aunque los antecedentes sobre los
cuales ha sido elaborado este informe fueron obtenidos de fuentes
consideradas confiables, no podemos garantizar la completa exactitud
e integridad de estos, no asumiendo responsabilidad alguna al
respecto Insigneo Securities LLC, Insigneo Argentina S.A.U. ni ninguna
de sus empresas relacionadas. La informaciéon base del presente
informe puede sufrir cambios, no teniendo Insigneo Argentina S.A.U. la
obligacion de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios.

Este material esta destinado Unicamente a facilitar el debate general
y no pretende ser fuente de ninguna recomendacion especifica para
una persona concreta. Por favor, consulte con su ejecutivo de
cuentas o con su asesor financiero si alguna de las recomendaciones
especificas que se hacen en este documento es adecuada para
usted. Este documento no constituye una oferta, recomendacion o
solicitud de compra o venta de ningun valor negociable en ninguna
jurisdiccion en la que dicha oferta o solicitud no esté autorizada o a
ninguna persona a la que sea ilegal hacer dicha oferta o solicitud. Las
inversiones en valores negociables estan sujetas al riesgo de
mercado, incluida la pérdida parcial o total del capital invertido.
Cualquier opinion, expresion, estimacion y/o recomendacion
contenida en este informe constituyen el juicio o visidon de area de
Research & Strategy de Insigneo Securities LLC. o sus proveedores, a
la fecha de su publicacion y pueden ser modificadas sin previo aviso.



