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The State of Emerging Markets CEFs in the US

Persistently Wide Discounts

Lackluster Corporate Governance

Limited Options for Frustrated Shareholders
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Persistently Wide Discounts

Source: Bloomberg
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Persistently Wide Discounts

Source: Bloomberg
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Investors Have Seen 10 Years of Widening
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Lackluster Corporate Governance

Boards are Entrenched and Clubby

•	 Director tenure routinely exceeds 9 years

•	 No forced mechanism in place for refreshment

•	 What is the function of the Nominating Committee?

•	 Influence shifts from Shareholders to the Investment Manager and Legal Counsel

▲
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Limited Options for Frustrated Shareholders

Termination of the investment advisory agreement is the only binding proposal share-
holders can submit

•	 In some cases, this is punishing the Fund Manager for Board inaction

Until recently, most funds used plurality voting standard

•	 Majority voting gives shareholders a real voice

	 - Our vote actually counts!

▲
▲
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Foreign & Colonial Investment Trust, 1868

Source: ‘F&C’ A History of Foreign & Colonial Investment Trust



7

The Future of Emerging Markets CEFs in the US

The universe needs to be reduced in order to survive

•	 Laws of supply and demand are speaking loud and clear

•	 Boards should take steps to narrow discounts wider than 10%

•	 Unsustainable funds should voluntarily liquidate

•	 New funds with lower fees and more rigorous corporate governance standards  
	 should take their place

▲
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Important Notice

City of London Investment Management Company Limited is authorised and regulated by the Financial Conduct Authority (FCA), registered as an Investment Advisor with the Securities and Exchange Commission (SEC) and regulated by 
the Dubai Financial Services Authority (DFSA). The views and opinions contained herein are those of City of London Investment Management Company Limited [and any opinions expressed may change]. All reasonable care has been 
taken in the preparation of this information. No responsibility can be accepted under any circumstances for errors of fact or omission. This presentation does not constitute investment advice. City of London Investment Management 
Company is not responsible for any subsequent investment advice given based on the information supplied. Some of the information in this document may contain projections or other forward looking statements regarding future events 
or future financial performance of countries, markets or companies. These statements are only predictions and actual events or results may differ materially.  Emerging market securities carry special risks, such as less developed or less 
efficient trading markets, a lack of company information, and differing auditing and legal standards. The securities markets of emerging market countries can be extremely volatile; performance can also be influenced by political, social, 
and economic factors affecting companies in these countries. 


