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Dear Investor, 
 
Global markets ended the year on an optimistic note, as synchronized policy easing and an imminent trade deal 
between the U.S. and China boosted equities, commodities, and emerging market currencies.  Monetary easing 
and an increasing amount of fiscal stimulus across developing markets boosted cyclical stocks, despite persistent 
downgrades to global GDP growth expectations. The signing of the phase one deal between the U.S. and China 
is a positive milestone, but complex, ideological differences between the two countries mean a lot of work lies 
ahead for subsequent negotiations. 
 
The Altrinsic Emerging Markets composite returned 10.3% during the quarter and 16.5% for the full year, 
trailing the 11.8% and 18.4% returns by the MSCI Emerging Market Index, as measured in U.S. dollars.1  
Cyclicals led the rally during the fourth quarter, specifically several large-cap, highly valued e-commerce and 
semiconductor stocks to which we had no exposure.  Our investment process led us to an overweight in more 
attractively valued technology services and consumer staples stocks, which trailed the broader market. 
 
The most positive contributors to relative returns came from holdings in the industrial and consumer 
discretionary sectors, including Delta Electronics, a Taiwanese maker of factory automation equipment, 
Vipshop, a Chinese e-commerce platform, and Wynn Macau, a casino operator in the special administrative 
region of Macau.  Detracting from relative performance were the information technology and energy sectors. 
The fund did not own most of the highly valued technology growth stocks that drove index performance, nor 
was it exposed to the Russian oil and gas space, which marched higher on the back of rallying energy prices.  
From a geographic perspective, holdings in South Korea added the most to relative performance, notably 
Naver, the country’s leading internet portal, and Samsung Electronics, the world’s largest manufacturer of 
memory chips. Taiwan and Brazil weighed on the fund’s relative returns, as we did not hold Taiwan 
Semiconductor and Ambev, Brazil’s leading brewer, reported disappointing volumes and market share. 
 
Trading activity during the quarter was modest; we added one new position, Infosys, and exited four positions, 
Komercni Banka, Dish TV, Sogou, and China Mobile.  Infosys is a tier 1 Indian IT outsourcing vendor.  As 
the global IT services market has matured, Infosys has charted a path as a solutions provider for its clients’ 
journeys in digital transformation.  The company’s shares sold off in late 2019 to less than 17x earnings on 
whistle-blower allegations of irregularities with several recent client wins.  After engaging with management 
on the nature of the allegations and possible outcomes, we were comfortable that Infosys and its external 
auditors were investigating these complaints objectively and that any impact on the company will be 
manageable.  The sales were executed to make room for other names in the portfolio or because there was a 
change in the thesis, so that we no longer had a compelling risk/reward outlook on the stock.  The portfolio 



 

 

 

 

ended the year with 55 positions, consistent with our aim of concentrating exposure in our highest-conviction 
investments. 
 
In aggregate, we added modestly to the fund’s overall exposure to China but remain significantly underweight 
at 24% (vs. 34% for the index), as we find more compelling ideas elsewhere.  An initial trade deal between 
China and the U.S. is set to be signed in early January and has led to the suspension of further tariffs on $160 
billion of imported products and the partial rollback of prior levies on $120 billion of imports.  In return, 
China has agreed to the resumption and increase of agriculture and capital goods purchases from the U.S., the 
opening of its financial sector, assurances on intellectual property protection, and curbing forced technology 
transfers.  We are skeptical about the impact and enforcement of most of these concessions, as the latter two 
have been agreed to before and the opening of China’s financial services industry is already well underway.   
 
As we consider the prospects for subsequent negotiations, we are concerned that ideological differences on 
the role of the Chinese state in the economy will prove difficult to reconcile.  In particular, the deeply held 
grievance of the Trump administration, the belief that China unfairly subsidizes its state-owned companies to 
the detriment of U.S. competition, is neither refuted by 
China, nor is it a policy China seems willing to negotiate 
away.  The promise of an immediate opening of a second 
phase of trade negotiations seems destined for more of the 
false starts that plagued the phase-one discussions over 
most of 2019.  The diminishing trust between the two 
countries is likely to fortify China’s long-term drive toward 
self-sufficiency, particularly when it comes to critical core 
technologies for which it is still reliant on the U.S.   
However, developing indigenous substitutes for U.S. chip 
designs will take years, if not decades, and acquiring 
advanced chip technology has been all but categorically 
banned by U.S. regulators on national security grounds.  
Therefore, it will be in China’s best interest to remain engaged in trade discussions to reduce the risk of another 
embargo by the U.S. on the export of leading-edge technology to China, akin to the temporary ban on certain 
components and software sales to ZTE in 2018.  After mediocre manufacturing data from China in 2019, we 
expect the tariff war détente to lead to a modest rebound in 2020 (see Chart 1).  The fund’s holdings in Delta 
Electronics and Airtac International, both providers of industrial automation equipment, should be 
beneficiaries of a Chinese manufacturing recovery. 
 
An additional incentive for keeping trade discussions going and the Trump administration’s finger off the 
tariff button is to allow China to focus on domestic issues, including capital market modernization and state 
owned entity (SOE) reform and de-leveraging.  While SOE reform has proceeded with fits and starts under 
the current five-year plan (2016 – 2020), we see steady progress on other fronts.  After a rapid increase 
following the global financial crisis, corporate debt levels in China have stabilized over the past two years, 
albeit they are still high by global standards (see Chart 2).  In addition, China’s financial system, which has 
historically offered plain vanilla products, has been shielded from competition by regulations limiting foreign 
entrants to minority stakes with a local joint-venture partner. Those restrictions are being scrapped, and plans 



 

 

 

 

are being finalized for 100% ownership by foreign 
brokerage and insurance operators. The inevitable increase 
in competition should be compensated for by incremental 
demand for more sophisticated, higher-margin services.  
We believe that Citic Securities, a leading Chinese broker, 
is well positioned to benefit from these changes, including 
more robust capital market activity and the opportunity to 
win lucrative advisory work.  Citic shares currently trade at 
13x earnings. 
 
Reforms in India over the past several years have proven to 
be far more disruptive.  Centralization of the country’s 
goods and services tax (GST) regime in 2017 has been plagued with cumbersome administration and a 
consistent failure to deliver the expected tax revenue to the government.  The bad debt, which has accumulated 
in the country’s public sector banks and its labyrinth of shadow banks, has constrained credit to key parts of 
the economy, including housing and vehicle finance.  The government has responded with aggressive cuts to 
the corporate tax rate and further tax incentives for private investments.  The Reserve Bank of India cut policy 
rates for most of 2019, but none of these actions seems to have meaningfully boosted growth.  During the 
quarter, we continued to trim our position in ICICI, one of India’s leading private sector banks, as its shares 
approached our estimate of intrinsic value.  We also trimmed Bharti Infratel, the lessor of cellular phone 
towers.  A recent Supreme Court ruling in favor of the government has resulted in massive tax liabilities for 
the three mobile telecom operators, potentially leading to the exit of one player and leaving the market to 
operate as a duopoly, threatening a key pillar of Infratel’s tower-tenancy growth thesis.  We continue to find 
more compelling value in the Indian IT services sector, where demand for digital solutions (artificial 
intelligence, cloud migration, etc.) is driving medium-term growth and margin expansion. 
 
More broadly, the fund’s largest geographic 
exposure is to Asia. This includes a large, 
differentiated concentration in South Korea, 
where we continue to see compelling value in the 
banks and a favorable environment for Samsung 
Electronics.  Our research shows a positive 
demand and pricing environment for memory 
chips, one of Samsung’s key products.  We have 
been modestly trimming our exposure to Latin 
America. Still, we maintain a non-consensus 
overweight, as the Brazilian economy continues to 
recover and our analysis shows that Mexico will 
return to growth in 2020, after some missteps by the new government in 2019.  Positioning in the EMEA 
region has been decreasing steadily over the past year, as macro and geopolitical challenges continue to create 
a difficult backdrop for most of the companies in our analysts’ farm teams.  During the quarter, we trimmed 
our exposure to Garanti Bank, as it recovered from the depths of the 2018 crisis in Turkey and approached 
our estimate of intrinsic value. (See Chart 3 for a summary of our geographic positioning.) 
 



 

 

 

 

As we contemplate risks in the year ahead, rising tensions in the Middle East are front of mind, with the 
possibility of actions by global and regional powers leading to disruptions in the energy markets, among other 
consequences.  The confrontation between the U.S. and Iran may become even less predictable as we 
approach the U.S. presidential election in the fall.  In addition, decelerating global growth and an unclear 
outcome for future U.S./China trade negotiations will make private investment decisions all the more 
complicated.  A less-imminent threat, but one that we will be monitoring diligently in the quarters and year 
ahead, is the unabated rise in debt levels across emerging markets. 
 
Markets have responded positively to the recent de-escalation of the tariff war between the world’s two largest 
economies.  Policy makers and central bankers have stepped up to help backstop growth and employment, 
but our analysis points to slowing growth in the year ahead.  The portfolio is positioned for this modest growth 
environment with limited cyclical exposure and conservative estimates used in our models.  In addition, we 
seek out companies with strong balance sheets and financial flexibility, which helps position the portfolio to 
take advantage of market and industry disruptions during periods of volatility.  
 
We appreciate your interest in Altrinsic and welcome your questions or comments. 
 
Sincerely, 
Srinivas 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.

 



Tot a l  
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 )

2019 7,397 92 1% Five or f ewer 16.45% 15.36% 18.42% N.A.1 13.21% 14.17%

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 per iod perf ormance f rom April 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 A ltrinsic 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 June 30, 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 June 30, 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 o f 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 withholding 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 o f 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. 
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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. 

 

 




