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Comments from Michael Kass, portfolio manager of Baron Emerging Markets Fund, on recent 
developments in Brazil. 

 
1. The manager has reduced his Brazil exposure to a modest underweight in recent months, 

subsequent to the marked appreciation of his Brazil exposure since the market bottom in late 
2015/Q1 2016, based on the view that from here the investment opportunity in Brazil has 
become more binary and dependent on sustainable progress regarding the reform agenda. 

2. The Fund’s weight in Brazil on May 17th, prior to the recent allegations, was 5.4% compared to 
7.1% for the MSCI EM (Emerging Markets) IMI Growth Index. The Fund’s exposure dropped 4.6% 
while the benchmark’s exposure fell to 6.3% as of the close on Thursday, May 18, and the 
portfolio manager did not execute any trades amongst his five Brazilian holdings as of Friday 
May 19.  

3. The manager in general seeks to remain unemotional in moments of broad market or political 
volatility as the market can often over-discount adverse change in the very short term.  The 
manager is assessing political developments with a particular focus on the prospects for the 
social security reform agenda as well as the ongoing allegiances of the various political parties 
with respect to fiscal balance and reform. Should we conclude that the outlook for reform is 
increasingly compromised, we will likely reassess our Brazil weighting further.  

 
 
 
_________________________________________________________ 
In addition to the general stock market risk that securities may fluctuate in value, investments in developing 
countries may have increased risks due to a greater possibility of: settlement delays; currency and capital controls; 
interest rate sensitivity; corruption and crime; exchange rate volatility; and inflation or deflation. The Fund invests 
in companies of all sizes, including small and medium sized companies whose securities may be thinly traded and 
more difficult to sell during market downturns. The Fund may not achieve its objectives. Portfolio holdings are 
subject to change. Current and future portfolio holdings are subject to risk. 

 


