JENNISON ASSOCIATES

PERSPECTIVES

December 2025

Emerging Markets: Lands of
Opportunity

After lagging for much of the past decade, emerging market equities have outperformed in 2025.* The
rebound is partly due to a decline in the US dollar and attractive valuations, but it has also been driven by
the transformation of emerging market fundamentals over the past decade. We believe that the long-term
strengths of emerging markets are becoming more visible to investors.

In fact, a closer, bottom-up perspective of emerging markets reveals a dynamic landscape of investment
opportunities across a range of regions and sectors. Select emerging market companies are taking advantage
of robust secular growth trends, such as the Al revolution, ongoing digitalization of products and services (e.g.,
fintech), mobility, robotics, and defense. These companies offer exposure to local economic dynamism and
expertise. For skilled active investors, in our view, emerging markets continue to represent an extraordinary—
and largely underappreciated—opportunity.

Al Is a Global Opportunity

The cutting-edge of Al innovation has mostly occurred in the United States, but Al is a global opportunity. In
early 2025, DeepSeek, a Chinese Al startup, claimed its R1 model could run on less powerful chips and is
highly cost efficient compared to its competitors, including high-end models produced in the United States. The
news was a dramatic example that Al innovation is not limited to US tech firms with massive resources and
expertise, especially as the Al revolution moves from the capex phase to applications. China, like the United
States, has long prioritized Al development, and it is in its own Al investment cycle. This cycle includes the
development of more sophisticated large language models (built on DeepSeek) and other components of the Al
ecosystem—such as hyperscalers Alibaba and Tencent.

In addition, the infrastructure needed to support Al is vast and will continue to require contributions from
companies around the world given the scale of the capex spend and the complexity involved (Exhibit 1).

The manufacturing of semiconductors, for example, is largely located in Asia, especially Taiwan and Korea.
Companies in the region are critical to the infrastructure build out from the foundries, chip components, racks/
servers, to the testing and cooling systems. As the node sizes of semiconductors continue to decline, the
complexity and the supply chain needed will expand.
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Exhibit 1: Capex Spending for Al Is Surging
Tech Capital Expenditure?
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Forecasts may not be achieved and are not a guarantee or reliable indicator of future results. Although Jennison believes that the
expectations reflected in such forward looking statements are based on reasonable assumptions, actual results may differ materially from
those projected. Source: Bloomberg Intelligence

On the Digital Frontier

While the sophistication of emerging markets technology has grown, many consumers today still lack access to
adequate financial, commercial, and communication products and services. This is a vast need that startups,
entrepreneurs, and companies have sought to meet, mostly through digital platforms. Fortunately for these
enterprises, emerging markets consumers tend to be younger and more comfortable with digital-based options
than their developed market counterparts. Pent-up demand is enormous, and companies that consistently
solve for the needs of consumers on price, convenience, and access can dominate market share and
compound growth.

Virtually all goods and services in emerging markets are available, or becoming available, online. This includes
retail platforms that deliver goods from fresh food to clothing and appliances, to services that offer travel,
insurance, real estate, job search, and health care. Digital platforms offer access to higher quality goods and
services which, in our view, is as meaningful as a wage increase to emerging market consumers. In addition,
the willingness of emerging market consumers to embrace digital platforms has enabled visionary companies
to skip over costly investments in physical infrastructure (e.g., retail banks or storefronts) and disrupt
established players.

Fintech and Ecommerce

Strong examples of this disruption can also be found in fintech and ecommerce. Even today, significant
portions of emerging market populations remain underbanked or unbanked—with little or no access to a
secure savings/checking account, much less a credit card. Historically, these potential customers have been
ignored by traditional financial institutions, who have focused on the wealthier segments of the population. In
Mexico, for example, only half of the 90 million eligible adult population has access to a bank.? This has created
opportunities for digitally oriented companies to enter the markets and offer basic financial services.

The digitalization of finance has led to another opportunity—in ecommerce. Just a decade ago, many emerging
market consumers had to pay for online purchases with cash (upon delivery of the item), which was neither

efficient nor secure. Consequently, ecommerce platforms have created and launched fintech offerings for their
customers, which has opened up a whole new revenue stream and business adjacent to the original platform.
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This has helped boost the prospects for ecommerce over the next several years in Latin America (Exhibit 2) and
Asia (Exhibit 3).

The next structural wave of ecommerce is “quick commerce,” where higher frequency, daily-need fulfillment,
and dense logistics mesh. Quick commerce benefits from the urbanization of emerging markets populations.
Like in developed markets, consumers are increasingly willing to trade time for convenience. Companies are

tapping into this trend by digitally leveraging their know-how from the first wave of ecommerce to offer ultra-fast
delivery (10-30 minutes) of everyday essentials to consumers.

Exhibit 2: Meeting a Need: The Opportunity in Ecommerce in Latam
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Forecasts may not be achieved and are not a guarantee or reliable indicator of future results. Although Jennison believes that the
expectations reflected in such forward looking statements are based on reasonable assumptions, actual results may differ materially from
those projected. Source: Statista; Global Data; IMF; McKinsey & Company; World Bank; Worldpay

Exhibit 3: Ecommerce Spending Is Growing in Asia, with Significant Potential Going Forward

Ecommerce market volume Search Engine Advertising (SEA)
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Forecasts may not be achieved and are not a guarantee or reliable indicator of future results. Although Jennison believes that the
expectations reflected in such forward looking statements are based on reasonable assumptions, actual results may differ materially from
those projected. Source: Statista; Bain & Co.; Google; Temasek Holdings
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Companies that combine ecommerce and fintech platforms also have access to customer data—e.g., a consum-
er’'s purchasing habits and the status of their savings account. Thus, a company can determine each custom-
er’'s capacity to afford new items, assess their worthiness for credit, and tailor products that serve their needs.
That can help expand the buying power of the consumer on the ecommerce platform—a helpful synergy and a
business model that can potentially offer strong returns to investors.

A Technology Cornucopia

In addition to Al and fintech/ecommerce, we have observed several other emerging market secular growth
themes related to technology:

Digital platforms: China and India are a real-life laboratory with hundreds of millions of consumers, and
companies have pioneered social media and digital payment platforms that are often faster, more efficient, and
more convenient than those in developed economies. We see many applications in a range of services—e.g.,
infrastructure, travel, job search, and real estate—that offer growth potential and have relatively low exposure to
cross-border political and trade tensions.

Mobility: The fully connected electric vehicle (EV) is a digitalized platform that has often been described as

a “smartphone on wheels.” With these capabilities, electric car makers can offer subscription services that
extend the relationship between the consumer and the manufacturer—and the economics of the business—to
the entire useful life of the car. This can include the subscriptions supporting self driving and other software
services, insurance, and company-owned service centers and charging stations. This represents an entirely
new business model for car makers that could redefine the economics of the automobile industry. A company
that sells smart, fully connected EVs is better positioned to generate cash over the life of each vehicle than a
company that sells mostly more traditional cars.

Robotics: While the frontier of humanoid robot development is mostly in the United States, emerging
market companies have become major players, combining low-cost manufacturing with rapidly advancing Al
and component expertise. This is an emerging theme, but we believe it has enormous potential and could
accelerate quickly. Already, robots are filling a growing number of roles in manufacturing, and we see a broad
potential range for their capabilities—from health care, to construction, to emergency services.

Defense: Rising geopolitical tensions have led to long-term commitments to higher defense spending,
representing a structural change. The shift entails increased government spending overall and especially on the
defense sector in Europe (Exhibit 4), with potential spillover effects throughout the global economy. Companies
in cyclical industries may see a secular increase in their prospects. Specifically, firms that manufacture
weapons systems and equipment may also benefit.
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Exhibit 4: European Defense Spending Is Set to Rise
European Defense Equipment - Opportunity by Category
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*Estimated. Forecasts may not be achieved and are not a guarantee or reliable indicator of future results. Although Jennison believes that the
expectations reflected in such forward- looking statements are based on reasonable assumptions, actual results may differ materially from
those projected. Source: Bernstein Societe Generale Group

Lands of Opportunity for Active Investing

Except for 2025, emerging markets have experienced a challenging decade, and many asset managers today
avoid the asset class. We believe, however, this misses the dynamic change occurring in the region as well as
the opportunities it generates.

Emerging market companies operate in an environment driven by competition and innovation, and it is no
coincidence that some of the most advanced applications for digital finance, ecommerce, and social media
over the past decade have come from eastern Asia and even Latin America. In fact, while the United States
is leading the development of Al models, emerging markets may generate Al’s first successful commercial
applications.

Companies that meet consumer needs and disrupt established players are in a position to compound growth
over the medium and long term. In addition, bottom-up structural growth stories in emerging markets are
largely insulated from volatility in the macroeconomy and geopolitical sentiment, because if a company is
truly offering something unique with a new approach to the marketplace, demand tends to grow even through
turbulent times. Skilled active investors with resources and experience can exploit these conditions on behalf
of clients, offering them exposure to the secular themes and regions that they expect to drive long-term
investment success.

Endnotes

! As of Nov. 10, 2025. MSCI ACWI Index compared to the S&P 500 Index.

2 Elijah Megginson, “Mexico’s unbanked population ‘now big enough to count’ for fintech companies,” MarketWatch, June 6, 2024.
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Disclosures

As of December 2025.

The views expressed herein are those of Jennison Associates LLC investment professionals at the time the comments were made and may
not be reflective of their current opinions and are subject to change without notice. Forecasts may not be achieved and are not a guarantee
or reliable indicator of future results.

Certain third-party information in this document has been obtained from sources that Jennison believes to be reliable as of the date
presented; however, Jennison cannot guarantee the accuracy of such information, assure its completeness, or warrant such information
will not be changed. Jennison has no obligation to update any or all such third-party information. There is no assurance that any forecasts,
targets, or estimates will be attained.

References to specific securities and their issuers are for illustrative purposes only and are not intended and should not be interpreted as
recommendations to purchase or sell such securities.

This material is only intended for investors who meet qualifications as institutional investors as defined in the applicable jurisdiction
where this material is received. This material is not for use by retail investors and may not be reproduced or distributed without Jennison
Associates LLC’s permission. These materials are for informational or educational purposes only. The information is not intended as
investment advice and is not a recommendation about managing or investing assets. Jennison makes no representations regarding the
suitability of any securities, financial instruments or strategies described in these materials.

In providing these materials, Jennison is not acting as your fiduciary. These materials do not purport to provide any legal, tax or accounting
advice. Asset allocation strategies do not assure a profit or protect against loss in declining markets. All investments contain risk, including
possible loss of principal.

There is no guarantee our objectives will be met. Jennison Associates is a registered investment advisor under the U.S. Investment Advisers
Act of 1940, as amended, and a Prudential Financial, Inc. (“PFI”) company. Registration as a registered investment adviser does not

imply a certain level of skill or training. Jennison Associates LLC has not been licensed or registered to provide investment services in any
jurisdiction outside the United States. Additionally, vehicles may not be registered or available for investment in all jurisdictions. Prudential
Financial, Inc. of the United States is not affiliated in any manner with Prudential plc, incorporated in the United Kingdom or with Prudential
Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom.

Please visit https://www.jennison.com/important-disclosures for important information, including information on non-US jurisdictions.
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