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Dear Investor, 
 
The global economy continued to slow during the third quarter, as trade tensions remained high and 
geopolitical risks escalated.  With limited prospects for a comprehensive trade deal and reacceleration in global 
trade, emerging market policy makers have been pulling the traditional policy levers to confront stagnating 
growth.  A moderating inflation outlook lowers the risk of capital outflows and downward currency pressure, 
allowing central banks to join the synchronized monetary easing well underway in the developed 
world.  Manageable government deficits have also cleared the way for more fiscal stimulus and targeted tax 
breaks to spur domestic consumption.  A third front, and one that stands to pay longer-lasting dividends, is the 
implementation of structural reforms, such as the pension restructuring and state owned entity (SOE) 
privatization initiatives in Brazil and the income tax overhauls underway in India and Indonesia.  Against this 
backdrop, we have been concentrating the portfolio’s exposure to companies with well-fortified balance sheets, 
steady cash flows, and valuation support. 
 
Falling earnings expectations and weakening local currencies contributed to a 4.2% decline by the MSCI 
Emerging Market Index, as measured in U.S. dollars.  The Altrinsic Emerging Markets Composite declined by 
4.4%.1  Holdings in communications (Naver, Korean search engine) and materials (Kinross, gold producer) 
added value, while holdings in energy (Tenaris, oil services) and consumer discretionary (Alliance Global, 
Philippine conglomerate) were among the top detractors to relative performance.  From a geographic 
perspective, stock selection in Brazil and South Korea added relative value, while our holdings in India and 
Mexico detracted from relative returns. 
 
During the quarter, trading activity was minimal with one new purchase and one sale.  We initiated a position in 
Ctrip, the leading online travel agency out of China; its stock declined on the turbulence in Hong Kong and 
fears of rising domestic competition.  Our research shows that the stock is excessively discounting these near-
term concerns and underestimating the long-term travel growth in China.  Yandex, Russia’s leading internet 
search engine, was sold as the stock reached our estimate of intrinsic value. 
 
In other activity, we added to an existing position in Tenaris, an oil services tubular pipe producer in Argentina, 
and in the technology sector, we added to Samsung Electronics in Korea, the global semiconductor leader.  
Both are high-quality companies with strong management teams and stocks that are excessively discounting 
near-term demand worries.  In the financial sector, we trimmed three stocks, including ICICI Bank (India), BB 
Seguridade (Brazil insurer), and Garanti Bank (Turkey), that approached our estimates of their intrinsic value.  
We also added to banking stocks: Absa (South Africa) and PT Bank Negara (Indonesia), which had de-rated due 
to macro uncertainty. 
 
There is an increasing probability that any near-term accord between the U.S. and China will fall short of 
providing a comprehensive road map for the future rules of trade.  To stabilize their domestic economies, policy 
makers will need to rely on the fiscal, monetary, and legislative tools under their own control.  As we look 



 

ahead, we are seeing pro-growth policies being implemented across many economies and are particularly 
encouraged by structural reforms underway in several large markets. 
 
Fiscal stimulus has been modest thus far, and we expect governments to keep some policy powder dry until a 
clearer picture emerges of the side effects from any U.S./China accord.  To date, several countries have 
announced value-added tax (VAT) cuts, boosted tax deductibility for research and development, and subsidized 
certain key agricultural commodity prices.  The current levels of government indebtedness may prevent large 
scale government-led stimulus in certain countries, notably South Africa and Argentina, but most Asian central 
governments have the ability to fund counter-cyclical programs as the need arises. 
 
Moderating inflation expectations in most emerging countries has led to historically high real policy rates,  
which now give central banks further room to ease rates without undue pressure on their currencies.  Table 1 
shows the current nominal and real policy rates for key emerging markets.  Except for Eastern Europe, where 
policy makers have followed their 
western European peers into negative 
real rate territory, most other countries 
have policy firepower going forward. 
 
Structural reforms are the storyline that 
we are most excited about across several 
large economies since the effects can be 
much longer lasting than one-time fiscal 
spending.  Brazil is close to passing a 
historic pension reform bill to ensure 
the sustainability of the system for 
future generations and alleviate an 
overhang on government finances.  To 
date, Brazil’s economic recovery has 
been bumpy, but we expect confidence 
to further improve with the passage of 
this pension bill.   With strong public 
support for reforms, we believe the 
government is also likely to make 
progress on tax reform, privatization, and improving the general business regulatory environment.  Brazilian 
companies, including our holdings, have cut costs and delivered improved profitability in the current subdued 
economic environment.  Our holdings retain a significant upside to an improving economy.  
 
In India, Prime Minister Modi’s government made commendable progress on reforms in its first term by 
passing a uniform sales tax and modernizing the antiquated bankruptcy system.  However, the economy never 
got the anticipated boost because of a funding squeeze across India’s ubiquitous shadow banking system and 
the failure of several non-banking financial companies (NBFCs) with exposure to underperforming 
infrastructure projects.  Recently, the government took a major step forward to revive the economy with a large 
corporate tax rate cut (from 35% to 25% and 17% for new manufacturing plants). The government also 
announced the consolidation of 10 public sector (PSU) banks into four along with capital infusions. Over the 
past two years, 27 PSU banks have been merged into 12 more competitive entities.  These steps should help 
improve confidence and potentially lead to a revival of a long-delayed private sector investment cycle.  A 

As of 09/30/19, Source: FactSet. 

P o licy 
R ate 3M  C hg. 10Y R ate

Inf lat io n 
(C o re) P o licy 10Y

Brazil 5.50% -100 bp 6.74% 3.4% 2.1% 3.3%

M exico 7.75% -50 bp 6.83% 3.6% 4.1% 3.2%

Czech Republic 2.00% 0 bp 1.35% 2.5% -0.5% -1.1%

Russia 7.00% -50 bp 6.58% 4.0% 3.0% 2.6%

South Africa 6.50% -25 bp 8.93% 4.8% 1.7% 4.1%

Turkey 16.50% -750 bp 15.27% 7.5% 9.0% 7.7%

China 4.35% 0 bp 3.19% 3.0% 1.4% 0.2%

India 5.15% -60 bp 6.47% 3.9% 1.2% 2.5%

Indonesia 5.25% -75 bp 7.15% 3.3% 1.9% 3.8%

Korea 1.25% -50 bp 1.53% 0.5% 0.8% 1.1%

Thailand 1.50% -25 bp 1.52% 0.4% 1.1% 1.1%

R eal R ates

T able 1: Emerging market  interest  rates.
H igh real rates leaves ro o m fo r po licy easing.



 

majority of our holdings in India have idiosyncratic theses that are not solely reliant on macroeconomic 
improvements.  On recent weakness, we have been adding to holdings such as Zee Entertainment, a leading 
producer of entertainment content that will benefit from the loosening of credit.  Zee’s stock further de-rated 
this quarter as its promoters made disappointing progress on deleveraging at the promoter group level.   At the 
company level, Zee has a strong balance sheet with net cash and its revenues are growing strongly, unaffected 
by promoter group issues.  We expect the share overhang to be resolved soon, as regulatory bodies and lenders 
are exerting pressure and the government is working to ease the credit crunch.  Zee trades at an attractive 8x 
EV/EBITDA. 
 
Reforms in China have followed a less linear path with the positive effects of the restructuring of state owned 
enterprises (SOEs) overshadowed by trade tensions with the U.S. and regulatory overreach.  The low valuation 
multiples applied to energy and telecom players reflects the need for greater clarity around future 
reorganizations.  Meanwhile, growth expectations for private companies have moderated due to tariff 
uncertainty as well as regulatory actions in the gaming, education, and healthcare sectors.   However, we are 
seeing positive signs on several fronts.  Companies such as Petrochina are finalizing the sale of midstream 
assets, regulatory pressure in the gaming sector is easing with faster game approvals, and there has been positive 
movement on the trade negotiation front.  With domestic pressures building for President Xi, in the form of 
violent protests in Hong Kong, and for President Trump, on the impeachment front, the likelihood of a trade 
deal, albeit a limited one, seems to be rising.  Even a limited deal could alleviate uncertainty around Chinese 
companies’ access to the U.S. equity and debt markets and lead to greater stability in the yuan and other Asian 
currencies sensitive to trade with China.  Investment decisions, which have been postponed due to tariff and 
supply chain uncertainties, will have to be made very soon, given that demand is exceeding capacity levels for 
critical technology components.  These disruptions have also had a pronounced impact on the neighboring 
South Korean and Taiwanese economies, which are heavily reliant on the technology sector.  With an 
increasingly data-intensive global economy and new demand drivers emerging from 5G communication 
upgrades and foldable smartphones, an eventual pickup in technology demand will improve the economic 
prospects of China and its neighbors.  The portfolio has direct exposure to these areas through Samsung 
Electronics and to technology supply chain automation through Airtac and Delta Electronics in Taiwan. 
 
The fund’s positioning is presented in Chart 1 and can be summarized as follows: 

 42% in Asia ex-China.  We continue to find compelling opportunities, particularly in the technology 
and financial services space.  Key positions include Samsung Electronics (S. Korea), Shinhan 
Financial (S. Korea), Siam Commercial Bank (Thailand), and Delta Electronics (Taiwan). 

 22% in China. This is a meaningful 
underweight, but we have seen value 
emerge as a result of a slowing domestic 
economy and uncertainty around the 
endgame of the trade dispute with the U.S.  
Key positions include China Construction 
Bank, Baidu, and PICC Property & 
Casualty. 

 20% in Latin America.  We’ve taken a non-
consensus view that industry leaders in 
Brazil and Mexico will be able to navigate 
the changing political and economic 

As of 09/30/19, Source: MSCI EM (Net) Index. Regional portfolio weights are based 
upon a representative fully discretionary account with the emerging markets mandate.
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Chart 1: Altrinsic Emerging Markets Equity Geographic Positioning



 

environment.  This exposure is overweight and includes positions in Ambev (Brazil), Banorte 
(Mexico), and Telefonica Brasil (Brazil). 

 
Mindful of the ongoing imbalances that exist in the global economy, we are reassured by the firepower that 
policy makers in many emerging markets have at their disposal and excited by the significant reform efforts 
underway in several important economies.  The attractive valuations that exist and the compelling fundamentals 
support a growing number of companies.  The portfolio is concentrated in high-quality names with robust cash 
flow dynamics, strong balance sheets, and that trade at compelling discounts to our estimate of their intrinsic 
value.   
 
We appreciate your interest in Altrinsic and welcome your questions or comments. 
 
Thank you, 
Srini Polaki 
Chip Powell 
 
 
 
1Performance is presented gross of management fees and includes the reinvestment of all income. Gross returns will be reduced by investment 
advisory fees and other expenses that may be incurred in the management of the account. Past performance is not indicative of future results. The 
outlook and opportunities noted throughout this letter are the opinions of Altrinsic as of the date of this letter.  There is no guarantee that we will 
be successful in implementing investment strategies that take advantage of such perceived opportunities.  Please see Important Considerations and 
Assumptions at the end of this letter for additional disclosures.
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Fi r m

Ye a r Asse t s US D

% of  

Fi r m

Numbe r  

of

M S CI  

EM Composi t e Composi t e

M S CI  

EM

t o Da t e ( mi l l i ons) ( mi l l i ons) Asse t s Ac c ount s Gr oss Ne t ( Ne t ) D i spe r si on ( Ne t )

Q3 2019 7,072 84 1% Five or f ewer 5.58% 4.83% 5.89% N.A. 13.10% 13.84%

2018 6,284 79 1% Five or f ewer -17.05% -17.84% -14.58% N.A.1 13.31% 14.60%

2017 7,259 97 1% Five or f ewer 30.24% 29.03% 37.28% N.A.1 14.81% 15.35%

2016 7,107 78 1% Five or f ewer 13.75% 12.69% 11.19% N.A.1 15.98% 16.07%

2015 8,927 34 0% Five or f ewer -14.82% -15.64% -14.92% N.A.1 N.A. N.A.

2014 11,656 48 0% Five or f ewer -2.72% -3.64% -2.19% N.A.1 N.A. N.A.

2013 14,261 50 0% Five or f ewer -1.13% -1.83% -1.00% N.A.1 N.A. N.A.

N.A. - Inf ormat ion is not  st at ist ically meaningf ul due t o an insuf f icient  per iod of  t ime.

N.A.1 - Inf ormat ion is not  st at ist ically meaningf ul due t o an insuf f icient  number of  port f olios in t he composit e f or  t he ent ire year.

*Result s shown f or t he year 2013 represent  part ial period perf ormance f rom Apr il 1, 2013 t hrough December 31, 2013.

The investment management fee schedule is 0.95% on the first $25 million, 0.85% on the next $50 million, and
0.75% on the remainder. Some accounts may pay incentive fees. Actual investment advisory fees incurred by
clients may vary. 

The Altrinsic Emerging M arkets Equity Composite was created April 1, 2013

The Altrinsic Emerging M arket Equity Composite is a diversified (typically between 50 - 80 holdings), bottom-up,
fundamental, value oriented, Emerging M arket focused portfo lio , benchmarked to the M SCI Emerging M arkets
(Net) Index. The M SCI Emerging M arkets (Net) Index is a free float-adjusted market capitalization weighted index
that is designed to measure the equity market performance of emerging markets. Portfo lios in the composite
may invest in countries that are not in the M SCI Emerging M arkets (Net) Index. Additional information is
available upon request. The minimum account size for this composite is $5 million. Returns include the effect of
foreign currency exchange rates.

Altrinsic Global Advisors, LLC claims compliance with the Global Investment Performance Standards (GIPS®)
and has prepared and presented this report in compliance with the GIPS Standards. Altrinsic Global Advisors,
LLC has been independently verified for the periods from  December 8, 2000 through M arch 31, 2019.

Verification assesses whether (1) the firm has complied with all the composite construction requirements of the
GIPS standards on a firm-wide basis and (2) the firm's po licies and procedures are designed to calculate and
present performance in compliance with the GIPS standards. The Altrinsic Emerging M arkets Equity Composite
has been examined for the periods beginning April 1, 2013 through M arch 31, 2019. The verification and
performance examination reports are available upon request. 

A ltrinsic Global Advisors, LLC is a registered investment adviser. The firm maintains a complete list and
description of composites, which is available upon request. 

Results are based on fully discretionary accounts under management, including those accounts no longer with
the firm. Composite performance is presented net of foreign withho lding taxes on dividends, interest income,
and capital gains. Withholding taxes may vary according to the investor's domicile. Composite returns represent
investors domiciled primarily in Australia, United States, and Canada. The M SCI Emerging M arkets (Net) Index
deducts withholding tax by applying the maximum rate of the company's country of incorporation applicable to
non-resident institutional investors. Past performance is not indicative of future results. 

The U.S. Dollar is the currency used to express performance. Returns are presented gross and net of
management fees and include the reinvestment of all income. Gross returns will be reduced by investment
advisory fees and other expenses that may be incurred in the management of the account. Net of fee
performance was calculated using the highest applicable annual management fee of 0.95%applied monthly. The
annual composite dispersion is an asset-weighted standard deviation calculated for the accounts in the
composite the entire year. Policies for valuing portfo lios, calculating performance, and preparing compliant
presentations are available upon request. 

Composi t e

ALTRINSIC EMERGING MARKETS EQUITY COMPOSITE
FULL DISCLOSURE PRESENTATION

Composi t e  Asse t s Annua l  P e r f or ma nc e  Re sul t s

Ex - P ost  S t a nda r d 

De v i a t i on 

( 3  Yr  Annua l i z e d)
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Important Considerations and Assumptions 

This presentation has been prepared solely for informational purposes and nothing in this material may be relied on in any manner as 
investment, legal, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to your individual 
circumstances, or otherwise constitutes a personal recommendation to you. 

All information is to be treated as confidential and may not be reproduced or redistributed in whole or in part in any manner without the 
prior written consent of Altrinsic Global Advisors, LLC (“Altrinsic”).  The information contained herein shall not be relied upon as a 
primary basis for any investment decision, including, without limitation, the purchase of any Altrinsic products or engagement of Altrinsic 
investment management services; there is no and will be no agreement, arrangement, or understanding to the contrary.   

This material has been prepared by Altrinsic on the basis of publicly available information, internally developed data and other third party 
sources believed to be reliable.  No assurances or representations are provided regarding the reliability, accuracy or completeness of such 
information and Altrinsic has not sought to independently verify information taken from public and third party sources.  Altrinsic does not 
accept liability for any loss arising from the use hereof. Any projections, market outlooks or estimates in this document are forward-looking 
statements and are based upon certain assumptions.  Due to various risks and uncertainties, actual events or results, or the actual performance 
of any investment or strategy may differ materially from those reflected or contemplated in such forward-looking statements. Except where 
otherwise indicated, the information provided, including any investment views and market opinions/analyses expressed, constitute 
judgments as of the date of this document and not as of any future date. This information will not be updated or otherwise revised to reflect 
information that subsequently becomes available, or changes in circumstances or events occurring after the date hereof.  

The data and information presented is based on representative accounts and is for informational and illustrative purposes only.  Individual 
client data and information may vary based on different objectives for different clients. This material does not constitute investment advice 
and should not be viewed as current or past recommendations or a solicitation of an offer to buy or sell any securities or to adopt any 
investment strategy. Any documents describing Altrinsic’s products or services shall not constitute an offer to sell or a solicitation to buy 
the securities from any person in any jurisdiction where it is unlawful to do so.   Any specific investments referenced may or may not be 
held by accounts managed by Altrinsic and do not represent all of the investments purchased, sold or recommended for client accounts.  
Readers should not assume that any investments in securities described were or will be profitable. There are no guarantees that investment 
objectives will be met. Investing entails risks, including possible loss of principal.  Altrinsic may modify its investment approach and portfolio 
parameters, in the future, in a manner which it believes is consistent with its overall investment objective of long-term capital appreciation 
and reduced risk.  

Past performance is not a guide to or otherwise indicative of future results. Any investment results and portfolio compositions are provided 
for illustrative purposes only and may not be indicative of the future investment results or portfolio composition of any account, investment 
or strategy managed by Altrinsic.  

Disclosure of Risk Factors 

An investment in any account, investment or strategy is speculative and involves a significant degree of risk, which each prospective investor 
must carefully consider. Returns generated from an investment in any account, investment or strategy may not adequately compensate 
investors for the business and financial risks assumed. An investor in any account, investment or strategy could lose all or a substantial 
amount of his or her investment. Before making an investment, prospective investors are advised to thoroughly and carefully review any 
disclosure documents with their financial, legal and tax advisors to determine whether and investment is suitable for them.  

Additional Performance Disclosure – Use of Benchmarks 

Benchmarks are provided for illustrative purposes only. Comparisons to benchmarks have limitations because benchmarks have volatility 
and other material characteristics that may differ from the accounts, investments or strategies managed by Altrinsic. Because of these 
differences, benchmarks should not be relied upon as an accurate measure of comparison.  

This document is not intended for public use or distribution. 

Copyright © 2019, Altrinsic and/or its affiliates.  All rights reserved. 

 

 


