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The United States, China, and India are predicted to be the three largest 

countries in terms of economic power in the years ahead. According to 

projections from the International Monetary Fund (IMF), China’s gross domestic 

product (GDP) is expected to surpass Western Europe’s by 2024, while India 

and China combined are projected to surpass the US within the next five 

years (Figure 1). India and China, with their large population bases and rapidly 

growing economies, are already valuable trading partners and will be increasingly 

important for countries around the world for imports and exports. Some 

multinational companies already view them, in terms of GDP and population, as 

too big to ignore. 

 

 

 

While the forms of government are different, the leaders of each country are 

struggling with many of the same issues. Each country wants an improved 

standard of living for their population base — including more affordable housing, 

health care, and education. The cultures are different, but the needs are 

essentially the same. To remain in power, leadership in each country must deliver 

economic progress while minimizing corruption and inequality. 
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FIGURE 1

GDP (USD Trillions) 

Source: IMF, 2022
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Currently it seems that we are living in a world in which all three countries and governments are 

moving further towards isolation or confrontation, rather than towards global engagement. Choosing 

engagement could lead to a shared understanding of the needs of each country and how the 

strengths of each can contribute to the benefit of the others, potentially providing better outcomes 

for more countries and populations globally. 

ENERGY — CHINA AND INDIA’S GROWING IMPORT DEPENDENCY

One area that provides a meaningful opportunity for engagement is energy. China and India have long 

been dependent on imported oil to support their economies. Since 2000, rapid growth and rising per 

capita income have accelerated these countries’ needs for imported oil. 

In 2000, China only imported 30% of the country’s crude oil consumption. While China has made 

progress on shifting to alternative sources of energy, overall economic growth has outpaced this 

progress and increased its demand for crude oil. By 2021, China’s imports had increased to over 70% 

of total crude consumption globally. 

India’s reliance on imported oil increased from 70% to more than 80% over the same timeframe 

(Figure 2). As both countries expect to experience superior economic growth over the next several 

years, the reliance on imported oil is likely to continue to rise. 

China’s energy import cost deficit in 2021 was near the US deficit of $400 billion in 2008, before the 

US shale oil boom. As the US has reduced its import deficit, China and India’s import deficits have 

increased materially (Figure 3). India’s goal to be a manufacturing hub will increase its energy needs, 

and secure sources of crude oil will be critical to both China and India in order to meet their long-term 

economic objectives. 

FIGURE 2

China and India Crude Oil Import Dependency 
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In the US and Europe, energy consumption per capita is declining, but US per capita consumption 

still remains at four times China’s and nearly 10 times India’s consumption levels (Figure 4). Europe’s 

consumption is below that of the US but remains well above China’s and India’s. As climate change 

adaptation grows in importance, energy issues faced by emerging economies, including India and 

China, will likely increase.

FIGURE 3

Energy Import Costs (USD Billions)
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FIGURE 4

Barrels of Oil Consumed Per Person, Per Year
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WORLD ORDER IN TRANSITION?  

The current world order may be nearing a transition. Geopolitical tensions and supply chain 

uncertainty have continued to rise over the past few years, and all nations will pay a price if this trend 

is not reversed. Decoupling and the end of globalization would negatively impact economic growth, 

productivity, and inflation globally. 

India and China represent nearly three billion people. Combined, they are projected to achieve greater 

economic size than the United States in a few years. Beyond China and India, 87% of the world’s 

population had no part in making the rules put in place by the G7 nations after World War II, and many 

of these rules are not necessarily favorable to their sovereign interests. China and India are the two 

largest nations by population that are emerging rapidly in terms of economic growth. It is likely that a 

rise in diplomatic, technological, and military power will follow. And, many of the countries outside of 

the G7 are drawn together by a lack of representation. So, it is possible that we could begin to see a 

new world order — one that is more inclusive of the most populous nations in the world. Isolation and 

decoupling would be losing propositions for all countries. We believe engagement, while incorporating 

an understanding of the history and needs of each country, is the better path forward. 

CONCLUSION 

The current investment climate is incredibly challenging. Macro and geopolitical events are already 

difficult to translate into investment decisions, especially in terms of timing. Even more difficult will be 

how to determine if the world will evolve towards engagement and understanding or if we continue 

down the path of isolation. 

As always, our plan is to remain focused on our investment discipline. Our portfolio is focused on high-

quality companies that benefit from consumption growth in emerging markets in the decades ahead. 

While geopolitical events will impact volatility in the short term, over the longer term, we believe 

companies that effectively service consumers in the largest segment of the world economy will 

produce returns for investors. 
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This represents the views and opinions of GW&K Investment Management. It does not constitute investment advice or an offer or solicitation to purchase or sell any security and 
is subject to change at any time due to changes in market or economic conditions. The comments should not be construed as a recommendation of individual holdings or market 
sectors, but as an illustration of broader themes. Data is from what we believe to be reliable sources, but it cannot be guaranteed. GW&K assumes no responsibility for the accuracy 
of the data provided by outside sources.
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Investing in securities or investment strategies, including GW&K’s Investment Strategies presented in this document, involves risk of loss that clients should be prepared to bear. No investment 
process is free of risk; no strategy or risk management technique can guarantee returns or eliminate risk in any market environment. There is no guarantee that GW&K’s investment processes will 
be profitable, and you therefore may lose money. Past performance is no guarantee of future results. The value of investments, as well as any investment income, is not guaranteed and can fluctuate 
based on market conditions. Diversification does not assure a profit or protect against loss. GW&K’s active management styles include equity and fixed income strategies that are subject to various 
risks, including those described in GW&K’s Form ADV Part 2A, Item 8. GW&K’s Form ADV Part 2A may be found at https://adviserinfo.sec.gov/Firm/121942 or is available from GW&K upon request.

Indexes are not subject to fees and expenses typically associated with managed accounts or investment funds. Investments cannot be made directly in an index. Index data has been obtained 
from third-party data providers that GW&K believes to be reliable, but GW&K does not guarantee its accuracy, completeness or timeliness. Third-party data providers make no warranties or 
representations relating to the accuracy, completeness or timeliness of the data they provide and are not liable for any damages relating to this data. The third-party data may not be further 
redistributed or used without the relevant third-party’s consent. Sources for index data include: Bloomberg (www.bloomberg.com), FactSet (www.factset.com), ICE (www.theice.com), FTSE Russell 
(www.ftserussell.com), MSCI (www.msci.com) and Standard & Poor’s (www.standardandpoors.com).

INDEX PERFORMANCE
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March 31, 2023 RETURNS

Index MTD QTD

MSCI Emerging Markets 3.03% 3.96%

MSCI World Index 3.09% 7.73%

MSCI EM EMEA 1.02% -1.07%

MSCI EM Latin America 0.84% 3.93%

MSCI EM Asia 3.60% 4.81%

MSCI Emerging Markets Growth 3.58% 4.00%

MSCI Emerging Markets Value 2.45% 3.91%

March 31, 2023 RETURNS BY SECTOR

MSCI Emerging Markets Index MTD QTD

Financials 0.25% -0.85%

Information Technology 4.71% 14.71%

Consumer Discretionary 4.10% 1.51%

Communication Services 7.47% 12.63%

Consumer Staples 2.13% 2.43%

Industrials 3.02% 2.19%

Health Care -0.43% -4.89%

Materials 2.36% 2.35%
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