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A Comparative Analysis of Sectoral and Regional Dominance
in Emerging and Developed Markets

Key takeaways

o Both the DM and EM indexes are heavily o Although regions outside of APAC in EM and
dominated by a single region: Asia-Pacific (APAC) outside of North America in DM account for much
in Emerging Markets (EM) and North America in less of their respective indexes, they still have
Developed Markets (DM). distinct sector contributions.

¢ Information technology is the leading sector in e EM are more concentrated in resource-intensive
both EM and DM, reflecting its global influence. sectors (e.g., energy, materials), with companies

often operating more resource-heavy business
models compared to their DM counterparts.

This analysis is based on the weighted contributions to the MSCI Emerging Market and World indexes as
of end December 2024. All weightings and insights exclude financials, REITs and tobacco companies.

Geography

The MSCI Emerging Market and MSCI World indexes both contain 23 countries across three regions. In both
indexes we see strong heterogeneity in weighted regional exposures.
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Figure 1: Osmosis IM. Data as at 31 December 2024.
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Figure 2: Osmosis IM. Data as at 31 December 2024.
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In the EM index, APAC dominates with over 85%

of the total weight and in DM, North America
accounts for almost 80% of the whole index. The
weighted dominance of APAC in the EM index is driven
by the significant contributions from China, which
accounts for almost one-third of the total weight.
Taiwan, India and South Korea follow closely behind,
with their combined weights accounting for over half
of the whole index.

GICS and Osmosis sector comparison

OSMOSIS .

INVESTMENT MANA,G}EMEN'I:

<

In contrast, the DM is more heavily skewed towards
one country: the U.S., which accounts for over double
China's respective contribution. While China leads the
EM index, its influence is considerably less than the
dominance of the U.S. in the DM index.
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Figure 3: Osmosis IM. Data as at 31 December 2024.

When comparing sectors between EM and DM,

it is evident that EM is more concentrated and
dominated by specific sectors. The Herfindahl-
Hirschman Index (HHI), which measures market
concentration and competitiveness, reveals that EM's
HHI value is over 1.8 times higher than DM's. There
are however notable similarities in which sectors
dominate the EM and DM. Under the Global Industry
Classification Standard (GICS), both indexes are led
by the information technology (IT) sector, comprising
over 30%. Notably, utilities is the smallest sector in
both EM and DM, with weights in both indexes
falling between 3-4%.

From an Osmosis sector classification perspective, of
which there are 32 excluding financials and real estate,
both indexes also share a similar sector dominance. In
EM, technology, hardware and equipment (THE) leads at

almost 30% of the index weight, followed by software
& computer services and general retailers. Similarly,

DM is also led by THE, though lower at less than 20%,
with software & computer services and general retailers
again being the second and third largest sectors. This
comparison highlights the global dominance of the
technology sector across both EM and DM.

Within the EM index other significant contributors
include more industrial sectors such as automobiles,

oil & gas producers, and mining. These heavier sectors
account for over 10% of the EM index, almost twice

the weight they hold in DM. In contrast, DM has higher
allocations in less resource-intensive sectors such as
media, hospitality, and support services, representing
over two times their contribution in the EM. Overall, EM
exhibits a tilt toward heavier industrial Osmosis sectors.
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Business model comparison

Additionally, within sectors, EM companies lean
towards heavier business models. Within the THE
sector, EM companies tend to have more integrated
business lines and are often involved in multiple
stages of the production process, from design to
manufacturing and assembly. These EM THE companies
therefore tend to lean more towards resource-intensive
and manufacturing activities. In contrast, whilst some
DM firms do engage in manufacturing activities, they
proportionately lean more towards less-intensive
activities such as design, testing and distribution.
Furthermore, it is notable that key players within the
DM THE sector, such as Apple Inc. and NVIDIA Corp.,
tend to outsource manufacturing tasks to large EM
firms, such as TSMC and Foxconn.

Key differences in business models can also be
identified in other sectors, making EM firms more
resource-intensive. In the oil & gas producers sector

GICS and Osmosis sector by region comparison

within DM, no companies focus exclusively on coal;
however, such firms are present in the EM index.
These companies engage in activities such as coal
mining, distribution, refining, or integrated operations
that combine mining with coal-powered electricity
generation. It is unsurprising that such firms are
predominantly located in the APAC region given that
China, India, and Indonesia were the

in 2023. Such companies also tend
to underperform across all environmental metrics
compared to more traditional oil & gas producers.

More intensive EM business models are also seen
within Osmosis' construction & materials sector,
where there are comparatively higher proportions
of cement companies. This is notable because
cement production is highly carbon intensive

due to the chemical reaction that occurs when
limestone is heated, which releases emissions.

Whilst both EM and DM indexes are heavily weighted toward IT, EM's concentration is driven by APAC

and DM's by North America.
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Figure 4: Osmosis IM. Data as at 31 December 2024.
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https://www.statista.com/statistics/265638/distribution-of-coal-production-worldwide/#:~:text=Globally%2C%20China%20is%20the%20greatest,coal%20by%20a%20considerable%20margin.
https://www.statista.com/statistics/265638/distribution-of-coal-production-worldwide/#:~:text=Globally%2C%20China%20is%20the%20greatest,coal%20by%20a%20considerable%20margin.

China is the largest single-country contributor to the
EM index, led by the communication services and
consumer discretionary sectors. Regionally, APAC
dominates overall contributions, particularly in IT, which
accounts for a third of the EM index. While APAC IT
and China are dominant, Taiwan's IT sector contributes
more significantly than China's. As a result, when
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APAC is evaluated excluding China, half of its index
contribution comes from IT alone. Likewise, in the DM
index, North American IT accounts for nearly 30% of
the total index weight, mirroring the influence of APAC
IT in the EM index. However this dominance is largely
driven by the Index's largest contributor, the U.S.
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Figure 5: Osmosis IM. Data as at 31 December 2024.

From an Osmosis sector classification perspective, the
technological dominance of APAC is also evident, with
the entire 28% weight of the THE sector attributable
solely to EM APAC companies. In contrast, North
America showcases its tech leadership in the DM
index, where the combined weight of the software

& computer services and THE sectors accounts for
over one-third of the index.

Within APAC in both indexes, consumer discretionary
accounts for over 15% of the region's weighted
contributions. Due to variations in regional
weighting, EM APAC's contribution to the EM index
is significantly larger than DM APAC's share in the
DM index. The dominant sectors also diverge as
DM APAC leans more towards the industrial sector.
Osmosis classifications mirror this distinction, with
EM APAC's strength concentrated in THE, while DM
APAC emphasises electronics, electrical equipment,
and automobiles.

MSCI World North America
by GICS Sector
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The EMEA region exhibits more notable differences
between DM and EM. In DM, over 40% of EMEA's
weighted contributions are led by the industrials

and health care sectors, with Osmosis classifications
highlighting pharmaceuticals & biotechnology and
clothing as key industries. In EM, EMEA's index weight

is primarily driven by the materials, and communication
services sectors, which make up almost 40% of

the region's contribution. Osmosis classifications
reinforce this trend, showing that EM EMEA's largest
contributions come from mining and oil & gas, indicative
of its reliance on resource-intensive industries.

MSCI World EMEA
by GICS Sector

.’

Consumer Discretionary Energy

L

B Communication Services Consumer Staples B Health Care I Information Technology Utilities

MSCI Emerging Market EMEA
by GICS Sector

Industrials Materials

Figure 6: Osmosis IM. Data as at 31 December 2024.

EM LATAM's largest contributions stem from

the materials, energy, and consumer staples
sectors. Osmosis classifications align with this
observation, with mining and oil & gas standing

out as the dominant contributors. LATAM's mineral-
rich geography plays a critical role in shaping its
economic landscape, although its overall impact
remains modest compared to the technology-driven
weight of APAC.

MSCI Emerging Market LATAM
by GICS Sector
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Important Information

This document was prepared and issued by Osmosis
Investment Research Solutions Limited ("OIRS"). OIRS
is an affiliate of Osmosis Investment Management US
LLC (regulated in the US by the SEC) and Osmosis
Investment Management UK Limited (regulated in the
UK by the FCA with FRN 765056). OIRS and these
affiliated companies are wholly owned by Osmosis
(Holdings) Limited ("Osmosis"), a UK-based financial
services group. Osmosis has been operating its Model
of Resource Efficiency since 2011.

None of the company examples referred to above
are intended as a recommendation to buy or sell
securities.

The information is intended only for the use of
eligible and qualified clients and is not intended for
retail clients. The information does not constitute
an offer or solicitation for the purchase or sale

of any security, commodity or other investment
product or investment agreement, or any other
contract, agreement, or structure whatsoever.
Recipients are responsible for making your own
independent appraisal of and investigations into the
products referred and not rely on any information
as constituting investment advice. Investments

like these are not suitable for most investors as
they are speculative and involve a high degree risk,
including risk of loss of capital. There is no assurance
that any implied or stated objectives will be met.
Osmosis has based the information obtained from
sources it believes to be reliable, but which have
not been independently verified. Osmosis is under
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no obligation and gives no undertaking to keep
the information up to date. No representation or
warranty, express or implied, is or will be made, and
no responsibility or liability is or will be accepted
by Osmosis, or by any of its officers, employees, or
agents, in relation to the accuracy or completeness
of the information. No current or prospective client
should assume that future performance will be
profitable the performance of a specific client's
account may vary substantially due to variances in
fees, differing client investment objectives and/or
risk tolerance and market fluctuations.

Osmosis has developed certain proprietary
investment models that Osmosis, in its discretion,
uses to assist with the construction of a portfolio
and making investment decisions for a portfolio.
There are numerous risks associated with the
proprietary models used by Osmosis. The models
require significant real-time and historical data to be
effectively analyzed and the ability of a portfolio to
achieve its investment objective is, therefore, based
in part on the ability of Osmosis to continuously
receive and analyze such data. In addition, there is
no assurance that the models will be effective in all
market conditions or that Osmosis has considered all
factors necessary for the models to function properly.
If Osmosis relies on such models, Osmosis intends to
monitor its models and seek to make enhancements
and changes as necessary, but there is no assurance
that Osmosis will be able modify them to adapt to
changing market conditions or other factors.
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