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Market Commentary
During the fourth quarter of 2020, emerging market stocks as
measured by the MSCI Emerging Markets Index outperformed
global stocks as measured by the MSCI All Country World Index.
More generally, investor sentiment turned decidedly positive
during the fourth quarter of 2020, propelling most stock market
indices to solid returns. Investors welcomed the FDA’s release of
two vaccines for the coronavirus, raising hopes that the U.S.
economy could gradually return to normal over the course of
2021. Late in 2020, the eventual resolution of the U.S. election
represented additional positive news, removing a source of
uncertainty that had weighed on markets in the early fall. Market
watchers were also cheered by a series of U.S. Federal Reserve
statements reiterating the central bank’s intent to maintain nearzero short-term interest rates for the foreseeable future.
Encouragingly, positive investor sentiment also endured a series
of adverse news headlines including renewed COVID-19-related
lockdowns, the emergence of faster-spreading variants of the
coronavirus, and frustratingly protracted negotiations regarding
Great Britain’s exit from the European Union and badly needed
U.S. fiscal stimulus. The continuing market rally helped to propel
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stocks to solid gains for the full year 2020. The quarter also was
notable for the substantial outperformance of small-cap stocks,
which had lagged through the first nine months of the year. And in
another reversal of a longstanding trend, the value style
outperformed growth during the fourth quarter. Lastly, the
broadening of the market rally away from mega-cap technology
stocks was primarily tied to news of the vaccine approvals,
encouraging investors to explore opportunities in more
economically-sensitive, value-oriented equity sectors.

Fund Performance and Positioning
Against this backdrop, the USAA Emerging Markets Fund posted
a strong return for the quarter and outperformed its benchmark.
For the Fund overall, stock selection in financials, materials, and
information technology contributed to relative performance, while
selection within consumer discretionary, health care, and
consumer staples detracted. On an allocation basis, an
underweight to consumer discretionary and an overweight to
information technology added to relative return, while the Fund’s
cash position and an underweight to health care detracted most.
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The opinions are as of the date noted and are 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.
Discussion based on the Fund share class. Other classes have different
performance characteristics.
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