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Dear Investor, 

 

The Altrinsic Emerging Markets Opportunities portfolio declined by 6.9%, outperforming the 8.1% decline of 

the MSCI Emerging Markets Index, as measured in US dollars.1  Positive attribution came from our 

underweight exposure to China internet and related stocks, our broad overweight in Indian equities, and our 

differentiated approach to communication services.  Significant volatility within emerging markets, driven 

particularly by its largest market, China, defined the quarter. 
 

 

Perspectives  

Emerging market equities underperformed developed markets; however, performance varied by individual 

markets and segments within EM (Chart 1).  Regionally, trends from prior quarters persisted, with North Asian 

countries’ mega cap technology stocks remaining under pressure.  South American markets also 

underperformed driven by various election cycles in the region.  Meanwhile, select South Asian markets, smaller 

Central and Eastern European economies, and frontier markets fared better.  Across the capitalization 

spectrum, small and mid cap stocks demonstrated strength relative to large and mega cap stocks, outperforming 

the broad emerging markets.  The MSCI Emerging Markets Currency Index remained near all-time highs, albeit 

with significant volatility in South American currencies including the Brazilian real, Peruvian peso, and Chilean 

peso, induced by the higher-than-expected inflation figures and political volatility.  

Based on our research and immersion into relevant ecosystems, the following highlights distill the large-scale 

Chinese regulatory changes affecting various industries and pervading media coverage.  

 

                                                           
1 Performance is presented gross 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. 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, and Altrinsic research. 
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1. The wave of regulatory actions is not over yet  

The Chinese 20th Party Congress2 taking place in November 2022 is likely to be a major event in the country’s 

political and economic history.  With Beijing’s leadership constantly reminding the market of its focus on 

“common prosperity,” we believe that 

the regulatory environment will 

remain heightened. Consistent with 

his record, President Xi Jinping is 

widely expected to solidify his power 

and retain unprecedented control 

(Chart 2).  Key Politburo3 leadership 

bodies will be renewed, with plenty of 

figures angling for powerful positions.  

Given Xi’s stronghold of Chinese 

Communist Party (“CCP”) cadres4 

thus far (Chart 3), vying for positions 

will be a function of carrying out the 

party’s tightening grip on the 

economy, resulting in a continued 

hawkish environment leading up to 

the congress.  Amidst the noise and 

uncertainties, we expect Chinese 

equities to remain volatile. 

 

2. Not all regulations are bad  

July’s heavy regulatory storm started 

with a focus on internet companies, 

but we have seen intervention widen to cover financial risk, data security, demographics, education, and health 

care.  

Antitrust regulations can level the playing field for smaller companies, while also opening up the ecosystem of 

large incumbents to other industry players.  We believe that our investment in JD.com, an e-commerce player, 

is favorably impacted by the State Administration for Market Regulation (“SAMR”) decision to eliminate 

exclusivity clauses from leading e-commerce platforms.  This is an opportunity for JD.com to gain market share 

as brands and merchants look to diversify their platform exposure.  

Additionally, the recent regulatory changes in the health care and education industries, as well as the relaxation 

of demographic policies, should go a long way to accelerate consumption.  The Chinese household savings rate 

is one of the highest in the world, driven by families’ need to account for additional expenditures on services 

like after-school tutoring and medical expenses.  Over time, as citizens gain greater access to, and confidence 

in, Chinese public services, we should see positive developments like lower savings rates and higher 

consumption.  These trends will manifest over years – or even decades.  China takes a generational view, 

compared with the 4- or 6-year electoral cycles common elsewhere.  This timeline often does not coincide with 

                                                           
2 A communist party congress that is held every five years and is the public venue for leadership changes and changes to the Chinese Communist 
Party’s (CCP) Constitution. 
3 A politburo or political bureau is the executive committee for communist parties. 
4 In China, a cadre refers to any person in a position of certain authority or responsibility subject to CCP oversight. 
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the shorter-term (12 to 18 month) discounting of equity markets; therefore, we do not expect positive regulatory 

implications to be rewarded rapidly.  

 

3. Relative to other EM countries, China valuations are not particularly attractive   

The new regulatory reality is still uncertain, so 

comparing current fundamentals to historical levels 

may prove overly optimistic.  Key sectors including 

technology, communication services, and consumer 

discretionary still discount a return to better days 

(Chart 4).  In fact, the premium relative to the broad 

market has increased significantly despite the 

precipitous stock declines (Table 1).    

Recent comments from the Chinese central bank and 

other regulators (SAMR & Cyberspace Administration 

of China, or “CAC”) suggest a more controlled, 

regulated environment for the leading tech and 

platform companies, mirroring the telecom (Chart 5) 

and banking (Chart 6) industries.  Looking back, 

sector performance and valuations following the 

introduction of structural regulatory oversight led to 

structural de-rating in both banking and telecoms.  

Under new cyber security regulations, large platform 

companies could be deemed Critical Information Infrastructure (“CII”) operators, implying greater government 

oversight and lower profitability.   
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4. Amid chaos, there is also opportunity 

Policy and regulatory implementation can be at odds, but periods of uncertainty breed opportunity.  The 

property sector has always been a key policy tool for the Chinese government.  It has been used to stimulate 

broader economic activity, as observed in January 2008 (shantytown redevelopment), October 2011 (discounted 

mortgage rates, bank reserve ratio cuts), and January 2014 (differentiated mortgage loan policies).  In the current 

cycle, the government has remained focused on promoting “common prosperity” and suppressing speculative 

activity.   

 

In the fall of 2020, China implemented three red line 

policies5 for developers and two red line policies for 

lenders to limit leverage and bring stability.  The 

Evergrande fallout is an example of what happens 

with lower lending quotas and decreasing ability to 

fund.  The real estate sector remains important to 

policymakers, given approximately two-thirds of 

China’s household wealth is tied to real estate 

(Chart 7) and the homeownership rate is well over 

90%.  We believe that policymakers are closely 

watching the sector and will step in when/if needed 

to maintain stability and ensure no systemic threats 

emerge. 

 

With “common prosperity” in mind, social unrest is a 

key consideration for those consumers at risk of losing 

their deposits with financially unstable developers.  

High savings rates and a continued policy toward 

urbanization will continue to support the property 

segment.  We observe healthy housing inventories, 

attractive historical mortgage rates, and targeted 

urbanization levels of 65% by 2025 (Charts 8-10).  

 

 

 

                                                           
5 China’s "three red-lines" are a set of policies that force deleveraging to improve the financial health of the real estate sector. 
https://www.ubs.com/global/en/asset-management/insights/china/2021/china-three-red-lines.html 
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High-quality property developers like China Resources Land and China Overseas Land are financially well 

equipped to capitalize on the disruption caused by the new policies.  Each passes the government’s three red 

line rules and has development plans aligned with central policies included in 14th Five Year Plan.  Similarly, A-

living, an asset-light property management company, is set to deliver superior earnings growth over the next 

few years. 

 

Update on COVID-19 Progress 

In addition to the Chinese regulatory 

environment, the ongoing COVID-

19 pandemic is one of the most 

influential macro factors affecting 

emerging markets today.  We were 

particularly encouraged by the rapid 

progress of COVID-19 inoculation 

(Chart 11) across many emerging 

markets, including steep increases in 

vaccination rates across Brazil, 

Malaysia, Peru, Thailand, and (more 

recently) Vietnam and Indonesia 

(Chart 12).  This progress exceeds 

our expectations and presents 

favorable implications in terms of the 

re-opening of various economies, but 

vaccine rejection rates remain 

particularly high in Russia and South 

Africa.   

We are positioned to capture the 

improving economic momentum in 

many of these countries with our 

investments in companies sensitive to 

re-opening sentiment and confidence.  

In addition, the pickup in capital 

activity from financial services 

companies like Bank Mandiri in 

Indonesia, Axis Bank in India, and 

Banco Bradesco in Brazil, as well as 

real estate companies like Vinhomes 

in Vietnam, present opportunities. 

 

 

Performance and Investment Activity  

As noted earlier, the Altrinsic Emerging Markets Opportunities portfolio declined by 6.9%, outperforming the 

8.1% decline of the MSCI Emerging Markets Index, as measured in US dollars.  Key sources of positive 
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attribution were our underweight exposure to China internet and related stocks, our broad overweight in Indian 

equities, and our differentiated approach to communication services.  

While our investments in Chinese gaming companies suffered due to new regulations, our measured allocation 

has led to relative outperformance.  The key positive drivers in the communications services sector included 

our holdings in telecom operators PT Telkom (Indonesia), Vodacom (South Africa), and Advanced 

Information Services (Thailand).  Additionally, Reliance Industries, which we classify as a communications 

company, was another strong positive contributor.  These holdings more than offset the negative contribution 

from the materials (Polymetal) and financials (Banco Bradesco, BB Seguridade, Ping An) sectors.  

Geographically, the greatest sources of positive attribution came from our holdings in Mexico (Grupo 

Aeroportuario del Pacifico (“GAP”), Walmex, Banorte), India (HCL Technologies, Larsen & Toubro, Reliance 

Industries), and South Africa (Vodacom, Clicks, Bidvest).  These more than offset negative attribution coming 

from our Russian holding (Polymetal) and lack of Saudi Arabian investments.  

There were several positive developments for our holdings during the quarter.  In industrials, Larsen & Toubro, 

a large Indian engineering conglomerate, announced several contract wins as some of their end-segments are 

gearing for capital projects in India and abroad; this type of activity is a key driver of our investment thesis in 

the stock.  Our recent meeting with the management of GAP, a Mexican airport operator, highlighted a faster 

than expected recovery.  Even though passenger traffic has not fully recovered, the group is addressing costs, 

increasing their operating leverage, and expects results (EBTIDA) to reach levels very close to 2019 by the end 

of 2021.  

In technology, Indian IT services provider HCL Technologies re-rated, as some of its lagging end markets in 

asset-heavy industries returned to growth.  Parade Technologies continued to deliver outstanding results on the 

back of solid demand within its end markets including high-end notebooks, upgraded displays in Apple’s iPads, 

and a server refresh cycle.   

In communication services, our investment PT Telkom stands to benefit from a recently announced merger 

between two large Indonesian telecoms (Indosat and Hutch) and another rumored merger.  This will lead to 

market consolidation and repair, and PT Telkom will capture additional value in Indonesia’s new digital 

economy through its data center and internet-related investments.  

Portfolio activity was low this quarter.  We sold our small residual position in China Construction Bank and re-

allocated it across our Chinese real estate-related exposure.  We believe that our Chinese holdings are best in 

class and discount a much more dire scenario than what we believe both the government and the companies 

will be able to deliver over the coming years (China Resources Land, China Overseas, A-Living). 

We have trimmed some of our positions in the tech sector that have re-rated very strongly (HCL, Infosys, 

Parade) and re-allocated to Brazil during the recent volatility observed in the market.  In Brazil, we continue to 

see the long-term drivers in place for consumption while valuations remain some of the most attractive in the 

broad emerging markets context.  

 

Closing Thoughts 

This quarter was marked by tremendous progress on the COVID-19 vaccination front and tremendous 

volatility in the Chinese market due to increased regulatory scrutiny and rising investor skepticism.  Much has 

been written on the overarching aspects of Beijing’s regulatory crackdown on internet (and related) companies 

and whether this makes the China market ‘uninvestable.’  However, last year at least 48 countries enacted new 

measures on content, data management, or competition.  Half of the G7 have done so across all three. 
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Source: Freedom House: The Global Drive to Control Big Tech 2021 

While we appreciate the rising risks from Beijing’s broad and swift regulations, we continue to find unique 

investment opportunities in China and do not believe the market is ‘uninvestable.’  Nonetheless, we treat the 

country with the same level of scrutiny as we do all other emerging markets and assess company risks 

individually and in an idiosyncratic manner.  Through the recent volatility, we have added selectively to some 

of our holdings in key areas of real estate and consumer-related sectors where the greatest value has emerged.  

Our broad lens and bottom-up valuation framework have led to a differentiated, overweight exposure in smaller 

emerging and frontier markets including Vietnam, Egypt, and Peru.  Our process leads us to unique businesses 

trading at very attractive valuations and allows us to avoid the industry crowding in select companies and 

countries. 

Thanks for your interest in Altrinsic. 

Sincerely, 

Alice Popescu 

 

 

 

 



GIPS Report – Altrinsic Emerging Markets Opportunities Composite

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)

2021 2Q 10,596 78 1% Five or few er 3.58% 3.33% 5.05% N.A.1 N.A.1 N.A.1

N.A. - Information is not statistically meaningful due to an insuff icient period of time.

N.A.1 - Information is not statistically meaningful due to an insuff icient number of portfolios in the composite for the entire year.

*Results show n for the year 2021 represent partial period performance from April 1, 2021 through December 31, 2021. The composite inception

 date is 1 April 2021.

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 w as 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 w arrant the accuracy

or quality of the content contained herein.

The Altrinsic Emerging Market Opportunities Composite is a diversif ied (typically betw een 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 w eighted 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 w ith 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 w ith the Global Investment Performance Standards (GIPS®) and has prepared and presented

this report in compliance w ith the GIPS Standards. Altrinsic Global Advisors, LLC has been independently verif ied for the periods from December

8, 2000 through June 30, 2021.

A firm that claims compliance w ith the GIPS standards must establish policies and procedures for complying w ith all the applicable requirements

of the GIPS standards. Verif ication provides assurance on w hether the firm's policies and procedures related to composite and pooled fund

maintenance, as w ell as the calculation, presentation, and distribution of performance, have been designed in compliance w ith the GIPS

standards and have been implemented on a f irm-w ide basis. The verif ication 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, w ith a description of each strategy, is available upon request. The type of portfolios in w hich 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 w ith the firm. Composite performance

is presented net of foreign w ithholding 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 w ithholding 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 w ill be reduced by investment advisory fees and other expenses that may be incurred in the

management of the account. Net of fee performance w as calculated using the highest applicable annual management fee of 0.95% applied

monthly. The annual composite dispersion is an asset-w eighted 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.



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 © 2021, Altrinsic and/or its affiliates. All rights reserved.
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