
 

 

 

 

 
 
July 2020 
 
 
 
 
Altrinsic Emerging Markets Equity Commentary – Second Quarter 2020 
 
 
Dear Investor, 
 
Decisive global fiscal and monetary policy responses to COVID-19 drove a sharp re-rating in asset prices 
in the second quarter, including emerging market equities that gained 18%, paring their losses from the 
prior quarter.  The impact of the unprecedented fiscal expansion, monetary easing, and widespread 
suspension of personal and commercial loan repayments will take years to unwind and leaves emerging 
market policy makers little room for error going forward.  This crisis will almost certainly inject an 
additional facet into debates around global trade as governments try to protect and strengthen their 
domestic industries. Countries that have struggled with their responses to the pandemic risk falling further 
behind China and other northern Asian countries with economies that are already recovering and gaining 
share in exports. Through the quarter, we added to existing positions in leading companies with strong 
balance sheets that can meet the challenges posed by the pandemic and thrive in a recovery. 
 
The Altrinsic Emerging Markets Equity Composite gained 20.6% compared to the 18.1% increase for the 
MSCI Emerging Markets Index.1 Performance was strong across most sectors except energy and 
healthcare.  In particular, strong stock picking in the materials, communication, and technology sectors 
added to positive attribution.  Lack of exposure to the rallying healthcare sector and poor performance 
from our limited positions in energy detracted from relative performance. Kinross Gold, with mines across 
Africa, Russia, and the Americas rallied strongly due to buoyant gold prices and the settlement of a contract 
dispute with the government of Mauritania.  However, Tenaris, a producer of pipes used in oil and gas 
production, failed to participate in the oil rally due to temporary inventory concerns. Geographically, 
attribution was boosted by Canada (Toronto-listed Kinross Gold) and holdings in China, while positions 
in the Philippines and Thailand were the largest detractors. 
 
Our trading activity was moderately higher than usual, as ongoing volatility allowed us to increase our 
positions in several high-quality stocks in the financial sector, including HDFC Bank, one of India’s leading 
private sector lenders, and AIA, the premier pan-Asia life insurance provider. We trimmed several positions 
in the communications and industrial sectors after strong share price performance left a reduced margin of 
safety, including Naver, South Korea’s leading search engine, and Delta Electronics, a maker of factory 
automation and power management equipment.  New positions in the portfolio are summarized below: 



 

 

 

 

 SK Hynix is the second largest DRAM (memory) chip manufacturer in a three-player market. Long- 
term industry fundamentals are healthy with solid demand growth and disciplined supply growth.  
Fears of excess inventory and near term demand weakness are overly discounted in the stock, which 
is trading at 1.1x forward book value. 

 Larsen & Toubro is India’s largest engineering and construction company with a solid balance sheet 
and a management team with a history of strong execution.  The stock sold off as construction activity 
came to a halt during the pandemic.  However, new project wins continued to be strong through the 
crisis, and construction activity is recovering in India. The stock’s valuation is compelling at 12x its 
forward core earnings. 

 Vale is the leading global iron ore producer. The stock sold off on the potential impact of COVID-19 
on its operations and overall demand concerns.  Market concerns on both fronts have proved to be 
too pessimistic, and the stock has recovered from its trough.  We continue to see further upside in the 
shares given the company is in the midst of a multi-year turnaround of its operations, emphasizing 
safety and accountability, which we view favorably through an ESG lens. 

 PT Telekomunikasi Indonesia is the dominant telecom operator in Indonesia with sustainable growth 
in data and residential broadband services (IndiHome).  Our research determined that concerns about 
competition were overly discounted in the stock price.  The shares currently trade with an attractive 
7% free cash flow yield. 

The rapid sequence of country-by-country pandemic lockdown, quarantine, and business-suspension 
orders gave residents little time to thoughtfully plan on how to navigate their daily routines of working, 
shopping, and socializing. The proliferation of mobile communications technology and increasingly 
efficient last-mile delivery logistics quickly filled a void left by the shutdown of many services. The 
surprising success of the work-from-home migration due to office closures will have lasting implications 
for future office-space demand as well as the need to keep home office technology up to date. The born-
of-necessity adoption of e-commerce and food delivery services will likely be sticky, even as shopping malls 
and in-restaurant dining re-open. The eventual return of live audience sports and theater will recoup a large 
portion of its fans, but the time spent on video games as well as long- and short-form video entertainment 
is unlikely to be completely abandoned. For some time, we have been positioning the fund for these 
structural shifts in companies like JD.com and Vipshop (Chinese e-commerce), Naver (Korean search 
engine and e-commerce), JOYY (short-form video and e-sports platform), and Naspers (social media and 
e-commerce). 



 

 

 

 

Maintaining even a modest level of discretionary consumer 
spending for a majority of the developing world would have 
been impossible were it not for the monetary and fiscal 
response to the pandemic that pushed unprecedented 
amounts of liquidity into the global economy. Fiscal 
measures generally followed familiar patterns with direct 
support for low-income families in Latin America, 
infrastructure-led investment programs in China, and 
targeted industry support elsewhere in Asia.  In addition, 
government-backed loan guarantee schemes for small and 
micro businesses have become a ubiquitous feature of most 
support packages. On the monetary side, policy rate easing 
has taken short-term interest rates to record low levels (see 
Chart 1) and real rates below zero in several countries. 
 
In addition, several central banks, including Indonesia, Colombia, and India, have announced asset 
purchase programs, essentially quantitative easing, to 
facilitate their governments’ fiscal expansion and to help 
prevent a broader credit squeeze. With inflation 
expectations subdued, we expect central banks to stick to a 
pro-growth agenda, but we are watchful for any signs of 
currency stress, as low real rates no longer compensate 
foreign investors for the currency risk they take. In fact, 
investors have been dumping local currency bonds in favor 
of hard currency debt since the start of aggressive rate cuts 
by emerging market central banks (see Chart 2).  For now 
though, these measures have placated credit markets with 
sovereign emerging market debt spreads above U.S. 
Treasuries, as measured by the EMBI+ Index, retreating 
dramatically during the quarter (see Chart 3). 
 

 



 

 

 

 

With seemingly ample credit availability, our primary focus has been the impact of the eventual wave of 
bad debts.  Emerging market banks have almost universally adopted loan-payment deferral programs for 
retail and small business customers who entered the crisis in good credit standing. The hope is that an 
economic recovery will take hold before these borrowers have to start servicing the loans again later this 
year. Consequently, banks will not know the true quality of their loan books for several more quarters 
regardless of whether these deferral programs expire or are extended. Fortunately, since the global financial 
crisis (GFC), a majority of banks built more conservative capital buffers and adopted more anticipatory 
bad debt provisioning policies. Our analysis shows that the banks in the portfolio are well fortified to 
absorb loan losses in excess of those experienced during the GFC. We also took advantage of volatility 
and added to existing positions in HDFC Bank and ICICI Bank in India. Both banks have benefitted from 
a flight to safety by depositors and exhibited more prudent underwriting than their public sector peers. 
 
With policy makers’ attention partially shifting from emergency pandemic response back to geopolitics, it 
is likely that China-U.S. relations will remain tense over the medium term.  A new Hong Kong security 
law, cyber-attacks on various institutions in Australia that are widely suspected to have originated in China, 
and brawls between Chinese and Indian troops along the disputed Himalayan border all fortify the West’s 
notion of an increasingly assertive China.  A possible change of administration in the U.S. is unlikely to 
usher in a new era of dovish Sino-U.S. relations since Democrats generally share Republicans’ views on the 
need for a more balanced trading relationship. Huawei, the Chinese telecom gear maker, finds itself in the 
midst of a 5G battle, which is likely to be followed by more proxy battles for technology leadership in other 
fields. 
 
The European Union is becoming more insistent about China leveling the playing field with its trading 
relationship with Europe. While not as hard a line as the U.S., the European Commission has classified 
China as a systemic rival. We expect an 
increasing matrix of tariff threats, 
which are likely to further dampen 
global trade, which has been falling as 
a percentage of GDP for 10 years (see 
Chart 4). It’s unclear how precisely 
global and regional trade will be 
realigned over the next decade, but the 
West’s political resolve now seems 
increasingly synchronized to accept 
more fragmented (and potentially less 
efficient) manufacturing centers and 
supply lines. The implications for 
inflation down the road will be important to monitor. We have positioned the portfolio for this theme 
through factory automation solutions provider Delta Electronics as well as Samsung Electronics and SK 
Hynix, which operate in the oligopolistic memory chip market that is very difficult to replicate. 

 
The portfolio is positioned for a gradual, if lumpy, economic normalization toward the end of the year with 
meaningful exposure to structurally advantaged online commerce and entertainment providers.  
Optionality for loosened restrictions on social gatherings comes from our exposure to casino operators, 



 

 

 

 

brewers catering to the out-of-home market, and online travel booking sites. One of the most relevant 
points of differentiation in the fund’s positioning is our large underweight in China (29% v. 40%), as we 
find more compelling opportunities elsewhere in Asia, reflected in our overweight exposure to South Korea 
(17% v. 12%) and Latin America (16% v. 8%).2 
 
The world remains in the damage control and triage stage of the COVID-19 pandemic response, and we 
mourn the toll in human lives and livelihood that we continue to witness each day.  The novel ways that 
we have come to work, shop, and entertain ourselves will likely be part of the new normal in the years 
ahead.  As federal and local governments around the world grapple with the health versus economic costs 
of their paths forward, opportunities will emerge.  Our investment process allows us to seek out ideas 
across a wide range of industries and market caps, while keeping a prudent margin of safety in the portfolio. 
Thank you for your interest in Altrinsic.  We welcome your comments or questions. 
 
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 disclosure. 
 
2Data as of 6.30.2020. Comparison versus the MSCI Emerging Markets Index. Source: MSCI, Factset. Altrinsic independently 
analyzes each security recommended for purchase and categorizes it into the MSCI GICS sector and or country that it deems most 
appropriate. Altrinsic’s sector and country classification may differ from MSCI.  
 



Total Firm

Year Assets USD % of Firm Number of MSCI EM Composite Composite MSCI EM
to Date (millions) (millions) Assets Accounts Gross Net (Net) Dispersion (Net)

2020 2Q 7,079 82 1% Five or fewer -10.64% -11.07% -9.78% N.A.1 18.16% 18.26%

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

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

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

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

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

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

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

N.A. - Information is not statistically meaningful due to an insufficient period of time.
N.A.1 - Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year.
*Results shown for the year 2013 represent partial period performance from April 1, 2013 through December 31, 2013.

Composite

ALTRINSIC EMERGING MARKETS EQUITY COMPOSITE
FULL DISCLOSURE PRESENTATION

Composite Assets Annual Performance Results
Ex-Post Standard Deviation 

(3 Yr Annualized)

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 Markets Equity Composite was created April 1, 2013

The Altrinsic Emerging Market Equity Composite is a diversified (typically between 50 - 80 holdings), bottom-up,
fundamental, value oriented, Emerging Market focused portfolio, benchmarked to the MSCI Emerging Markets (Net)
Index. The MSCI Emerging Markets (Net) Index is a free float-adjusted market capitalization weighted index that is
designed to measure the equity market performance of emerging markets. Portfolios in the composite may invest in
countries that are not in the MSCI Emerging Markets (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 December 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 policies and procedures are designed to calculate and present
performance in compliance with the GIPS standards. The Altrinsic Emerging Markets Equity Composite has been
examined for the periods beginning April 1, 2013 through December 31, 2019. 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 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 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 MSCI Emerging Markets (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 portfolios,
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. 

Copyright © 2020, Altrinsic and/or its affiliates.  All rights reserved. 

 

 


