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Dear Investor, 

Volatility returned in the first quarter as investors reassessed the potential impact of rising interest rates, 
the reversal of quantitative easing (QE), and the increasing trade tensions between the U.S. and China.  The 
Altrinsic Emerging Markets Equity portfolio was down 2.7% during the quarter, while the MSCI Emerging 
Markets Index gained 1.4%, as measured in U.S. dollars.1 Performance was below our expectations, 
weighed down by our consumer holdings and the continued momentum of the crowded technology and 
financial sector leaders.  Having sold these stocks given their extended valuations, we have been 
redeploying capital to undervalued companies in Latin America, where sentiment is depressed due to 
election fears and ongoing renegotiations of the NAFTA accord.  Attributes embedded in the portfolio 
include balance-sheet strength, high free cash flow generation, and resilient earnings growth.    
  
Performance this quarter was negatively impacted by stock-specific issues with Cielo, a Brazilian payment 
processor, British American Tobacco Malaysia, a Malaysian cigarette producer, and BRF, a Brazilian food 
manufacturer.  We believe these issues are short-term industry challenges and expect them to normalize.  
The absence of Brazilian and Chinese banks, which performed strongly during the quarter, also weighed 
on relative performance.  Mexico was the most significant positive contributor to performance on the 
strength of Banorte, a leading commercial bank, and Megacable, a Pay TV and internet services provider.  
Although the technology sector leaders were still strong during the quarter, we are seeing clear signs of 
change after years of steady gains. Post the quarter end, technology bellwether Taiwan Semiconductor 
reported disappointing guidance and the rest of the sector took notice.  In fact, we believe the emerging 
markets are entering a period of transition on several fronts: 
 
Interest rates are rising as QE reverses:   The aggressive monetary policies that stimulated the robust rise 
in asset values across asset classes are beginning to reverse course, as QE is giving way to Quantitative 
Tightening.  Additionally, the retreat of central bank buying eliminates a major buyer for treasury securities 
just as supply is increasing, as governments fund expanding deficits.  Investors who chased emerging 
market yields will have more investment options in developed markets.  Emerging market yields might 
have to rise to continue to attract fund flows.  This transition could have an amplified impact on emerging 
market equities given the long-duration nature of the asset class. 
 
Trade tensions between U.S. and China are rising:  While there is healthy debate in the political and 
academic circles around the benefits and costs associated with globalization, there is no such ambivalence 
around the U.S.-China trade relationship.  After two decades of accommodative China policy, Washington 
consensus has steadily moved towards a tougher trade stance with China whose trade policies are viewed 
as unfair.  China’s success is dependent on a tightly controlled system, so a change from the status quo is 
unlikely.  Some diplomatic concessions on China’s part and the U.S. election cycle might lead to a near-



 

term truce, but elevated trade tensions are likely to be the new norm.  This evolution is likely to lead to 
higher volatility and has the potential to disrupt global supply chains.  
 
Technology stocks’ massive impact on emerging markets seems extended:  The technology sector 
contributed over 90% of the returns generated by emerging markets over the last five years, with four large-
cap technology stocks contributing ~65% of that.  This 
strength was driven by two secular changes: growth of the 
internet in China and the semiconductor boom powered by 
global smartphone proliferation.  The current 
semiconductor cycle rivals the dot-com boom of the 1990s 
(see Chart 1).  Slowing demand from smartphones should 
have led to moderating valuations, but demand for chips 
from cryptocurrency “mining,” autonomous cars, and data 
center investments have actually led the cycle to new highs.  
The sustainability of the cryptocurrency-driven demand is 
suspect.  Investments in autonomous cars and the data 
centers are largely being funded by the internet sector leaders, joining the prospects of internet and 
semiconductor sectors at the hip.  While these two innovative subsectors will undoubtedly be a source of 
investment opportunities, it is unlikely that they will be the leading source of value generation over the next 
five years.   
 
Against this transitory backdrop, we have increased the portfolio’s risk exposures. The portfolio now has 
58 holdings, with the top fifteen stocks making up over 45% of the portfolio.  The portfolio has three 
significant risk exposures: 
 
Our exposure to the technology sector has been markedly reduced.  During the quarter we eliminated the 
portfolio’s long-held position in Taiwan Semiconductor on slowing smartphone growth and concerns 
about the sustainability of cryptocurrency demand.  At 16x forward earnings, the stock no longer offered 
an acceptable margin of safety.  We also reduced our position in Baidu, as the stock appreciated on a 
recovery in search organic growth rates, and exited our position in JD.com, as the stock approached our 
estimation of intrinsic value.  We have our lowest ever relative weight to the technology sector (22% vs 
30% for the Index) with much of our exposure concentrated in a handful of high-conviction positions. 

 
Latin America is a region where we were active during the quarter.  The Mexican market has sold off due 
to uncertainty about NAFTA and the likely election of nationalist candidate Mr. Lopez Obrador as 
Mexico’s next president.  We view a successful agreement between the U.S., Canada, and Mexico as the 
most likely outcome of the ongoing NAFTA negotiations, as there appears to be strong commitment from 
all sides to prevent the demise of an agreement that has benefitted all parties for almost 30 years.  Our 
positions in Mexico now comprise 10% of the portfolio, after adding to Banorte last quarter and increasing 
our position in media conglomerate Grupo Televisa this quarter.  Our exposure to Brazil, now 11%, 
includes stocks such as Totvs and Cielo.  Totvs is one of the cheapest enterprise software companies in 
the world, trading at just over 2x EV/Sales, and Cielo, at just 13x forward earnings, is among the cheapest 
payment processors in the world despite an ongoing structural shift to card payments and a recovering 
economy.  We added to our position in Cielo as fears of rising competition pressured the stock.  However, 
we believe that Cielo’s high touch, full-service platform is very sticky with its large- and medium-sized 
clients who require uninterrupted card processing services. 



 

 
As seen in Chart 2, we are significantly underweight 
China (18% vs. 30% in the Index) largely due to frothy 
valuations and regulatory uncertainty in many sectors.  
We still see value in a few Chinese companies, including 
China Mobile and PetroChina, which are among the 
cheapest large-cap telecom and energy companies in the 
world.  While regulatory pricing issues have plagued 
these two state-owned enterprises, their undemanding 
valuations and potential to unlock hidden value provide 
attractive support to our estimates of their intrinsic 
values.  High debt levels and valuations make us cautious 
on the Chinese financial and internet sectors, where we retain selective exposure. 
 
Global markets have entered a stage of heightened risk from rising rates and policy missteps against a 
backdrop of demanding valuations.  Volatility is likely to remain elevated, and we believe a long overdue 
transition within emerging markets is underway.  We believe the portfolio is prudently invested with an 
overweight position in attractively valued Latin American stocks, undervalued Asian financials, and 
differentiated technology holdings without the popular Chinese technology companies, which have 
extended valuations. 
We appreciate your interest in Altrinsic.  If you have any questions, please feel free to contact us. 
 
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. 
Please see Important Considerations and Assumptions at the end of this letter for additional disclosures. 
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Q1 2018 7,175 94 1% Five or f ewer -2.71% -2.95% 1.42% N.A.1 15.71% 16.23%

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.
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De v i a t i on 

( 3  Yr  Annua l i z e d)

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 September 30, 2017.

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 policies 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 September 30, 2017. The verification and
performance examination reports are available upon request. 

Altrinsic 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 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 o f 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. 



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. 
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