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Dear Investor, 

 

The Altrinsic Emerging Markets Opportunities portfolio gained 5.6% (5.4% net) this quarter, outperforming 

the MSCI Emerging Markets Index's 4.0% return, as measured in US dollars.i  Performance throughout the 

period varied markedly within emerging markets.  The year began with strength in North Asian (China, Taiwan, 

and Korea) large caps on momentum from China’s reopening.  The robust start tailed off as corporate scandals 

and political headlines drove underperformance in the large markets of India and Brazil.  Additionally, turmoil 

in the global banking sector following the collapse of Silicon Valley Bank (SVB) made its mark on EM equities, 

though in a more subdued manner.   

 

Perspectives  

 

Earlier this year we commented on EM’s relatively favorable economic conditions, China’s reopening, and 

global emerging markets’ self-reliant nature as significant buildings blocks for a potential decoupling of EM 

from developed markets in the year ahead.  Moves in the interest rate cycle, momentum in earnings, and 

accelerating intra-EM trade provide increasing evidence of such divergence taking shape.   

 

Early Signs of Decoupling  

 

Global economic growth expectations have been subdued since the beginning of the year, yet recent data 

points (including China’s internally driven recovery to 4.5% GDP growth) have surprised to the upside.  Current 

year estimates by the IMF1 have lowered the growth outlook for developed economies to 1.2%.  Meanwhile, 

emerging market countries are expected to deliver 3.9% GDP growth this year (similar to 2022) and a 

substantially faster economic growth rate in 2024 than developed markets.   

 

This interest rate cycle has presented early signs of emerging and frontier central bankers again leading the 

US Federal Reserve.  Emerging markets policymakers were quicker to tighten policies as signals warranted such 

action, and they are now leading the rest of the world with more accommodative stances.  Vietnam’s central 

bank cut rates in March, and policymakers in Indonesia and India have recently decided to hold interest rates 

steady.   

 

                                                           
1 Source: IMF, World Economic Outlook, A Rocky Recovery, 04/11/23. 

https://www.altrinsic.com/emerging-markets-equity-commentary-q4-2022


 

Across many emerging markets, real interest rates 

are above developed market rates.  EM central 

bankers are now expected to cut rates by an average 

of 100bps over the next year (up 20bps since 

January, as implied by forward markets), while 

many developed markets are still pricing in interest 

rate increases (Chart 1).  Despite the expected rate 

changes, EM valuations remain at a massive 

discount to DM. 

 

The financial system is another area exuding 

signs of an EM/DM decoupling.  We believe the 

turmoil at the end of the quarter in developed 

market banks, sparked by the failure of SVB, 

actually highlights some of the progress – both 

relative to history and relative to developed markets 

– made in this area by various EM countries.  

Investing in lower duration assets, and with a lower 

leverage ratio in general, EM banks have been more 

conservatively managed than their developed 

counterparts (Chart 2).  We also take comfort that 

EM regulators have been stricter and capital ratios 

have been fairly conservative across developing 

countries.  

 

Less reliance on short-term funding and more on 

sticky low-cost deposits, which is a common 

feature for EM banks, provides stability for many 

of our holdings, including Axis Bank (India), HDFC Bank (India), Banorte (Mexico), and Bank Mandiri 

(Indonesia).  Chinese banks, where we currently do not have any exposure for several different reasons, 

currently have more questionable capital and credit risk.    

 

The healthier economic backdrop and the underappreciated progress and strength of the financial system across 

the EM landscape should generate a degree of confidence in policymakers.  These signals may ultimately lead 

central bankers to take a more accommodative stance and more systematically begin cutting rates across 

emerging markets.   

 

Back on the Road…  

 
Our team traveled extensively in the first quarter, including visits to India, Taiwan, and Brazil.  Taking advantage 

of our vast networks across the world, we met with 86 companies including those held in our portfolio, those 

operating within the supply chain, and select competitors.  These engagements helped confirm our investment 

theses and assess additional performance drivers and risks.  We spent time with management teams discussing 

the impact of domestic economic trends on individual companies, as well as the expected impacts (challenges 

and/or tailwinds) of trade relations between EM countries (and China’s reopening) on particular sectors and 

companies.  Importantly, the theme of an EM/DM decoupling, which we addressed above, was central to our 

collective travel takeaways.   
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Chart 1. EM Implied Interest Rate Changes

Change in interest rates implied by forward 1-yr mkts

EM median rate change

As of  03/31/23; Source: Bloomberg
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Chart 2. Banks' Leverage Ratios 

As of  12/31/21; Source: HOLT
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We came back from India excited about several areas – particularly the financial services, energy, and utilities 

sectors.  In our Q4 2022 commentary, we discussed how high quality private banks in India are trading at 

attractive valuations within India and relative to GEM peers while offering improved balance sheets and 

superior ROEs – both reflecting and enabling structural consumption growth.  Pertaining to the energy sector 

and the green energy transition underway, India has a clear target of 15% natural gas within the country’s energy 

mix by 2030.  This translates directly into short- to medium-term volume demand growth.  Our holdings in the 

energy (Petronet LNG) and utilities (Indraprastha Gas) industries enable, and benefit from, structural rural 

growth as India shifts toward a cleaner energy mix with higher natural gas usage.  We continue to believe 

corporate earnings in India will grow faster than the rest of emerging markets, driven primarily by domestic 

factors.   

 

In Taiwan, our visits with many global supply chain companies fortified our positive view about the evolving 

automation landscape within Chinese manufacturing.  One of the key companies positioned to benefit from 

this trend is Airtac, the leading pneumatics company in China.  Structural growth in factory automation has the 

potential to double Airtac’s profitability by 2025.  Additionally, direct management feedback during our visit 

suggests that a new upcycle for pneumatic equipment demand is underway.  Pent-up demand from existing 

customers in the EV space, battery/auto and related sectors, and LED lighting segment is expected to further 

underwrite a strong growth story over the short to medium term. 
 

Brazil, the South-South2 Trade, and the Road to Decoupling 
 

China’s reopening bears importance for the rest of 

EM; more specifically, we expect Brazil to be one 

of the key beneficiaries of China’s policy change 

due to the nations’ increasingly large trade 

relationship.  Over the last five years, China has 

become Brazil’s single largest trading partner, even 

as trade volumes weakened through the COVID 

period (Chart 3).  We view this as an enabler of 

growth and sustainability for many Brazilian 

businesses, presenting a series of compelling 

investment opportunities.  By 2022, China 

represented 27% of Brazil’s total trade volume; 

importantly, however, the mix is evolving.   

 

Whereas the Chinese real estate boom (and, to a 

lesser extent, infrastructure initiatives) drove strong 

demand for iron ore from Brazil over the past two 

decades, the current trade relationship is more 

heavily weighted toward agricultural products 

(about 50% in aggregate) including soybeans and 

beef (Chart 4).  One-third of Brazil’s trade 

delegation that traveled to China over the past few 

weeks hailed from the agricultural sector, 

underlining the importance of this specific piece of 

the relationship for both nations and the role Brazil 

can play in China’s food security equation.  We 

                                                           
2 South–South cooperation (SSC) is a term historically used by policymakers and academics to describe the exchange of resources, technology, and 
knowledge between developing countries, also known as countries of the Global South. 
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Chart 3. Brazil's Exports by Destination 
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believe this shift in focus will prove sustainable, leading to a robust trade relationship between these nations 

over the long term.  

 

Beyond the strengthening trade relationship between Brazil and China, we also expect to see a deepening of 

China’s investment interests in Brazil.  China’s overall FDI in Brazil (valued at US$23 billion) is meaningful, 

but the growth potential is even more significant.  As just one example, we learned firsthand from Shein (a 

leading private Chinese retailer operating in Brazil) that they intend to invest US$150 million in bringing Chinese 

textile automation systems to Brazil.  This will help increase the production speed and efficiency of local textile 

manufacturers, lifting overall productivity.  We believe this is just the beginning, and as additional FDI initiatives 

are announced, our thesis on the South-South trade will be reinforced. 

 

Our expectations for continued decoupling, increased intra-EM trade activity, and prospects for interest rate 

cuts support one of our relatively recent purchases.  Vamos Locacao de Caminhoes Maquinas e Equipamentos 

(Vamos Locacao De) is the dominant truck and machinery rental provider in Brazil with almost 80% market 

share and is positioned to benefit from all of these catalysts.  Truck leasing penetration in Brazil is extremely 

low; in a challenging economic environment, we expect awareness of the favorable economics of leasing versus 

buying (15-30% cheaper to lease than to buy) to rise, creating significant growth potential for Vamos Locacao 

De.  Additionally, truck leasing is an attractive business model with long-term contracts leading to predictable 

cash flows and attractive returns that are not overly reliant on the sale value of the used asset.   

 

Brazil stands as a great example of the opportunity to find unique, undervalued businesses in a place where the 

investment community’s fears are deeply reflected in valuations.  Notwithstanding the uncertainty around the 

country’s fiscal path in the medium term, the full impact of its impeding tax reform, and the elevated interest 

rates, we believe the market is overly pessimistic relative to the earnings power of many high-quality Brazilian 

companies.  The Brazilian market is trading at one of the widest discounts relative to the broader emerging 

markets (Chart 5) and delivering a steady increase in ROE (Chart 6) that is vastly ignored by the broader 

markets. 

 

 
 

As one of our largest overweight exposures relative to the MSCI EM Index, Brazil is a significant component 

of our differentiated positioning.  At the end of the first quarter, the Altrinsic Emerging Markets Opportunities 

strategy had 7.0% of its portfolio directly invested in Brazil through five businesses including retailers, industrial 

transportation companies, and financial services firms.     
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Chart 5. Brazil Trades at Historical Discount to EM...
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Performance and Investment Activity  

 

Overall, EM equities underperformed developed markets this quarter, but performance varied by individual 

markets and segments (Chart 7).  Across the capitalization spectrum, large cap EM stocks outperformed the 

broad EM index.  Despite weakness in India, EM Asia markets outperformed other regions, while EM EMEA 

lagged.  The MSCI EM Currency Index remained near its historic highs with a broad rally across most currencies 

including the Mexican peso, Chilean peso, Hungarian forint, Colombian peso, and Brazilian real.    

 

 
 

The Altrinsic Emerging Markets Opportunities portfolio outperformed the MSCI Emerging Markets Index 

this quarter.  Key positive contributors were individual stock selections in the industrials (Grupo Aeroportuario 

del Pacifico, Yutong Bus, Airtac International Group), financials (PT Bank Mandiri, Grupo Financiero Banorte) 

and consumer staples (ITC Limited, Femsa, Wal-Mex) sectors.   

 

Positive relative performance was slightly offset by our underweight exposure to information technology, which 

performed well this quarter, and our positions in energy (Tenaris, PTTEP), which were impacted by the 

volatility in underlying commodity markets.    

 

Geographically, the greatest sources of outperformance came from our stock selection in India (ITC Limited, 

Petronet LNG) and China (Yutong Bus, Shenzhen Transsion, Netease Inc), as well as our overweight exposure 

in Mexico (Grupo Aeropotuario del Pacifico, Grupo Financeiro Banorte, Femsa).  Minor detractors came from 

our exposure to Korea (Coway, Samsung Electronics), an underweight exposure to Taiwan, and our holding in 

Hungary (Richter Gedeon).    

 

Portfolio activity was relatively low this quarter, establishing one new position and exiting none.  We initiated 

a position in Ganfeng, the world’s largest producer of finished lithium products for batteries that are critical to 

energy transitions.  While Ganfeng has plans to double production capacity over the next five years, the stock 

is under pressure due to concerns around short-term lithium demand amid high prices, rising interest rates, and 

planned expiration of electric vehicle subsidies in China.  We believe Ganfeng’s stock, valued at a steep discount 

to history, now reflects these risks as well as the execution risk associated with growth, offering a compelling 

risk-reward skew. 
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Closing Thoughts 

 

Throughout the first quarter, we continued to gain confidence in our decoupling thesis for EM.  Signs of 

economic growth are beginning to re-emerge in certain areas, especially relative to developed markets, and 

forward-looking expectations place EM in a leading position despite tempered predictions globally.  With China 

reopening post COVID, we have seen both strong recovery of economic activity and intentions to increase 

trade with many partners, including other emerging markets.  For many EM countries, growth is being driven 

more by internal demand than external factors, and valuations are heavily discounted relative to history.  Fresh 

data points and perspectives from our extensive travel through the emerging markets contribute to our 

conviction in the opportunity set and fuel our bottom-up process to uncover compelling and contrarian 

investments to add to the portfolio.   

 

Sincerely, 

 

Alice Popescu 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
i Performance is presented gross and net of management fees for the composite 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.   Net of fee performance was calculated 

using the highest applicable annual management fee of 0.95% applied monthly.   Policies for valuing investments, calculating performance, and preparing 

GIPS reports are available upon request.   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 or that any investment in the securities discussed will be profitable.   Please see Important 

Considerations and Assumptions at the end of this letter for additional disclosures.   Data sourced from FactSet, MSCI, Bloomberg, and Altrinsic 

research.  

 



Total Firm

Year Assets USD % of Firm Number of MSCI EM
Composite 
Dispersion Composite MSCI EM

to Date (millions) (millions) Assets Accounts Gross Net (Net) (Gross) (Gross) (Net)

2023 Q1 8,822 61 1% Five or fewer 5.61% 5.36% 3.96% N.A.1 N.A. N.A.

2022 8,440          10** 0% Five or fewer -8.56% -9.44% -20.09% N.A.1 N.A. N.A.

2021 10,533 72 1% Five or fewer -2.85% -3.54% -4.72% 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 2021 represent partial period performance from April 1, 2021 through December 31, 2021. The composite inception

date is 1 April 2021.

** EM Strategy AUM is 46m USD as of 2022, however two accounts were excluded from this Composite in December 2022 since there was a

significant cash flow of over 40%. Both the accounts were added back in the Composite in Jan 2023

Composite

GIPS Report - Altrinsic Emerging Markets Opportunities Composite

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 Opportunities Composite was created and incepted April 1, 2021

GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of
the content contained herein.

The Altrinsic Emerging Markets Opportunities Composite is a diversified (typically between 60 - 90 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. The Altrinsic Emerging Markets Opportunities Composite invests in all capitalizations with
no stated caps on small and mid-cap companies. 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,
2022.

A firm that claims compliance with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of the GIPS
standards. Verification provides assurance on whether the firm's policies and procedures related to composite and pooled fund maintenance, as well as the
calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-
wide basis. The Altrinsic Emerging Market Opportunities Composite has had a performance examination for the periods beginning April 1, 2022 through June
30, 2022. The verification and performance examination reports are available upon request.

Altrinsic Global Advisors, LLC is a registered investment adviser. A list of all composite and pooled fund investment strategies offered by the firm, with a
description of each strategy, is available upon request. The type of portfolios in which each strategy is available (segregated account, limited distribution
pooled fund, or broad distribution pooled fund) is indicated in the description of each strategy.

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. 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 US 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 investments, calculating performance, and
preparing GIPS Reports 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. However, 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. No representation is being made that any account will or 

is likely to achieve future profits or losses similar to those shown. 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.  

Important Disclosures with Respect to Australia: These materials are not, and under no circumstances are to be construed as, a 

prospectus, an offering memorandum, an advertisement or a public offering of any securities described herein in Australia or any 

province or territory thereof. Under no circumstances are these materials to be construed as an offer to sell securities or as a solicitation 

of an offer to buy securities in any jurisdiction of Australia. Altrinsic Global Advisors, LLC is regulated by the US Securities and 

Exchange Commission (SEC) under US laws which differ from Australian laws, however, Altrinsic Global Advisors, LLC is exempt from 

the requirement to hold an Australian Financial Services License (AFSL) under the Corporations Act in respect of financial services it 

provides to wholesale clients only in Australia. 

The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be 

used as a basis for or a component of any financial instruments or products or indices. None of the MSCI information is intended to 

constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be 

relied on as such. Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, 

forecast or prediction. The MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk 

of any use made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing 

or creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, 

any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular 

purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for 

any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages. 

(www.msci.com) 

This document is not intended for public use or distribution. 
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