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Dear Investor, 

 

The Altrinsic Emerging Markets Opportunities portfolio finished the quarter virtually unchanged (+0.1%), 

outperforming the MSCI Emerging Market Index’s decline of 7.0%, as measured in US dollars.i  Key contributorsii 

to our relative outperformance included our differentiated exposure to energy, financials, and communications 

services companies, our overweight exposure in key Latin American markets including Brazil, Chile, Mexico, and 

South Africa, and our significant underweight exposure in Russia and China.  

 

Performance within the index varied 

significantly (Chart 1); small and mid cap stocks 

outperformed larger ones and regionally, Latin 

America (MSCI LatAm +27.3%) outperformed 

Asia (-8.7%) and EMEA (-13.6%). Currency 

performance in EM was diverse (EM FX Index 

+0.6%); major Latin American currencies 

including the Brazilian real, Peruvian peso, 

Chilean peso, and Mexico peso all rallied while 

the Turkish lira and Polish zloty struggled.  

South Africa is worth a special mention, 

outperforming both in market and currency 

terms.  

 

The start of the year was marked by worry as investors wondered how emerging markets would react to interest rate 

normalization.  We expected economic performance to diverge across EM countries based on policy decisions and 

asynchronous economic and pandemic recovery cycles.  The ongoing military conflict in Ukraine has amplified the 

disparity in economic health.  Markets with proactive monetary policies – including several Latin American 

economies – performed better than those behind the curve.  Commodity exporters, including South Africa and 

Indonesia, also fared well as they stand to benefit from favorable terms of trade.  China entered the year of the Tiger 

still ironing out its regulatory cycle on multiple fronts. All of these dynamics have heightened volatility across EM 

countries, but we remain cautiously optimistic about the trajectory of re-opening and recovery across these markets.  
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Chart 1. 1Q22 Performance (USD)
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MSCI Frontier Market

As of  03/31/22; Source: Bloomberg & MSCI. Perf ormance is presented gross of  
management f ees f or the composite and includes the reinv estment of  all income. 

Gross returns will be reduced by  inv estment adv isory fees and other expenses that 

may  be incurred in the management of  the account. Past perf ormance is not indicativ e 

of  f uture results.



 

 

Year in Review 

We started managing the Altrinsic Emerging Markets Opportunities strategy on April 1, 2021 with an objective to 

build a bottom-up, fundamentally-driven portfolio consisting of high quality, underappreciated companies across the 

cap spectrum, truly reflecting the DNA of the EM asset class.  Today, as we assess how our differentiated 

perspectives and exposuresi,iii have played out, we find great alignment with our starting hypothesis:  

 

1. Geographic breadth: we found underappreciated gems in less popular, non-traditional EM countries 

2. Asset class DNA: we stayed true to the DNA of the assets class, finding more opportunities in the small 

and mid cap space than the index reflects 

3. Pandemic reality: our cautious stance on COVID recovery progress in emerging markets drove us toward 

value in forgotten telecom businesses 

4. Contrarian nature: our contrarian approach led us to stock-specific winners in a stormy and volatile sector 

– Chinese real estate 

5. Frontier exploration: our expanded universe and willingness to spend time identifying the path forward 

for off the beaten track economies allowed us to identify unique contributors in frontier markets  

 

1. The “Other” EMs – The passive reference for emerging markets, the MSCI EM Index, remains lopsided with 

concentrated exposure in three countries (China, Korea, Taiwan), vastly ignoring the diverse set of smaller 

countries also classified as emerging markets (Table 1).  These “other” countries have outperformed over the 

past quarter and year.  Our assessment that the Chinese market was expensive and less attractive proved right 

given our ability to find more compelling investment opportunities in Indonesia, South Africa, and Mexico. 

Despite China’s underperformance, we continue to find more attractive prospects elsewhere (Chart 2). 

                

2. Small and Mid Cap, the True DNA of EM – Over the past year, we observed the underperformance of large 

cap EM – driven predominantly by Chinese mega caps – and the broader outperformance of small and mid cap 

companies (Chart 3).  Our bottom-up security selections led the portfolio away from the Chinese mega caps 

that dominate the MSCI EM Index based on unattractive valuations and significant risks – and this underweight 

positioning contributed to about 50% of our outperformance over the past year.  Instead, we found attractive 

opportunities in smaller companies reflecting the true DNA of the asset class where valuations were more 

favorable – and continue to be so today (Chart 4).  

Average Weight (%)

AGA EM MSCI EM

China 23.8 34.2

Korea 8.7 12.8

Taiwan 10.8 14.9

ASEAN* 9.7 5.1

Mexico 5.6 1.9

So. Africa 6.4 3.5

Frontier 2.9 --

Brazil 6.2 4.7
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Chart 2. Long Term Price Ratios - or Inflation Adjusted PE

ASEAN MSCI EM

South Africa China A-share

Brazil

As of 03/31/22; Source: FactSet and Bloomberg.  Portfolio weights are based upon a representative fully discretionary account with the emerging markets 

mandate. *Includes Vietnam. 

Table 1. Country Weights

https://www.altrinsic.com/emerging-opportunities-exploring-true-dna-emerging-markets


 

 

  

3. Slow, Bumpy COVID Re-openings and Consumption Beyond – As we built our portfolio, we identified 

the likelihood for multiple un-synchronized pandemic waves and vastly different policy responses.  Our 

conservative stance led us to identify new sustainable drivers for defensive businesses like telecom services, 

viewing them as enablers of digital services and consumption.  Our investments in traditional communication 

companies provide a conduit to participate in developing macro trends of greater smartphone penetration and 

data consumption.  In addition, we gain access to various ecosystems of services and benefit from frontier 

market exposure.  

 

4. Contrarian and Unafraid to Look at the Unloved – Our exposure to Chinese real estate companies has 

proven to be our most contrarian call.  Beijing was tightening the screws on the sector, but despite this 

upheaval, we saw a clear dichotomy in company-specific performance across the sector, as discussed in our Q3 

2021 letter.  Healthy companies with solid balance sheets have the ability not only to survive, but also to thrive 

and capitalize on the regulatory headwinds.  The market initially treated all participants the same way; we have 

been rewarded for our patient, bottom-up consideration.  

 

5. Frontier Markets Exposure – We have specifically defined our universe to incorporate frontier markets.  We 

believe there is untapped potential within countries that are evolving toward “emerging” status, and over the 

past year, certain domestic policy updates, liquidity, and other factors are supportive.  As an example, Vietnam 

has several regulatory tailwinds coming its way.  Relaxation of intraday trading and foreign ownership limits, as 

well as a parliamentary review of the Law on Enterprises, are just a few ongoing projects that underlie current 

reviews by both MSCI and FTSE Russell to upgrade the market to “emerging” status over the next 12-36 

months.  In our portfolio, we have 3.7% direct exposure to frontier markets, and we continue to find new 

attractive investment opportunities.   
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Perspectives  

Food for Thought  

As the conflict continues in Ukraine, the dislocations created across various commodity markets are central to the 

welfare of many emerging market economies and will have a dramatic impact on their future economic activity and 

health.  Looking at terms of trade, many EM 

countries (including South Africa and Indonesia) 

should experience sustained benefits over and 

above pandemic levels due to elevated commodity 

prices.  

 

Entering the current year, emerging markets 

(excluding China, which has a significant current 

account surplus as shown in Chart 5) were in 

good shape financially compared to the past 

decade.  There are, however, a few countries 

whose financial health has been adversely 

impacted by recent macro developments, primarily 

those running significant energy deficits (India, 

Thailand, Turkey).  

       

Perhaps more importantly, a key pressure point in 

many EM and frontier countries is food inflation.  

The food price index has achieved record levels 

(Chart 6), pressuring consumers in countries with 

lower wages, as they spend a higher proportion of 

their income on food and suffer most when prices 

rise.  Food inflation was on the rise before the 

start of the pandemic, as drought and other factors 

pressured supplies.  The combination of pre-

pandemic, pandemic-related, and Ukraine war- 

based factors suggests that many grain importing 

countries in the Middle East and Africa will be 

most affected.  

 

Egypt, for example, imports 60% of its wheat from Ukraine and Russia.  While this sounds concerning on the 

surface, Egypt – a young, populous country with a significant subsidized food program – has tackled the issue by 

taking a balanced approach.  First, the government devaluated the currency, increased interest rates, and announced 

negotiations with the IMF for a loan program.  At the same time, the government announced investments from the 

UAE, Saudi Arabia, and other foreign countries exceeding US$17B.  Additionally, Saudi Arabia deposited US$5B  

into Egypt’s central bank, bolstering reserves.  This multi-faceted solution cushioned Egypt and can serve as a 

playbook for other economies facing dramatic food inflation pressures.  
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While food has the largest weight in the CPI 

basket across many countries (Chart 7), South 

Asian countries, with a few exceptions, tend to be 

net food exporters (Chart 8).  This underscores 

the ability of the Tiger Cubs1 to be more resilient 

than other EM regions.  For other EM countries, 

the ability to tame food inflation is central to 

economic and, in particular, political stability.  

Recent protests in Pakistan, Sri Lanka, and Peru 

are reminiscent of the Arab Spring in 2011. 

 

Within the Altrinsic Emerging Markets 

Opportunities portfolio, we are invested in 

companies that have strong procurement 

advantages (Yum China) and the ability to win 

with discount retail formats in inflationary 

environments (Walmex).  We expect EM 

governments to focus on food security, while 

extended agricultural cycles will drive farm 

incomes.  Together, these drivers will increase 

demand for agrichemical products that increase 

yields, support farm productivity, and support 

subsidized food programs.  UPL, an Indian 

agrichemical producer in which we are invested, 

will facilitate and benefit from such drivers and 

goals.   

 

Living with COVID-19  

Our last letter highlighted that COVID-19 management policies can dramatically affect the performance of EM 

economies.  With this in mind, the restrictive policies across many Chinese provinces are concerning from an 

investment perspective.  As of this writing, 119 million people across several provinces in China are under some 

form of lockdown, and Beijing (with an approximate population of 22 million) has initiated a massive testing 

program.  The effect on financial assets has been significant, punishing local and offshore China equities.  Despite 

poor performance across Chinese equities, we remain skeptical about the prospects of the government relaxing the 

zero-COVID policy.  At the same time, we know that local protests can be politically costly and do not believe 

Chinese authorities will tolerate dissent during an important political transition year.  

 

The economic uncertainty associated with continued COVID-19 restrictions and other similar government policies 

is likely to keep the “China Plus One” strategy2 – an approach adopted by Western businesses that are reliant upon 

Chinese manufacturing and labor to diversify production and investments into other countries on the basis of cost, 

safety, and stability – top of mind for capital allocators.  More widespread adoption of this strategy may further 

benefit the South Asian Tigers, as additional foreign direct investments (FDI) would flow their way.   

                                                            
1 The Tiger Cub Economies collectively refer to the economies of the developing countries of Indonesia, Malaysia, the Philippines, Thailand and Vietnam, the 
five dominant countries in Southeast Asia. (Source: Wikipedia). 
2 Source: Wikipedia, “China Plus One” 
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Performance Drivers and Portfolio Positioning  

Positive attribution this quarter was driven by stock-specific performance within the energy, financials, and 

communications services sectors, as well as our overweight exposure to Latin American companies.  The sharp 

increases in commodity prices due to the war in Ukraine have reverberated throughout the portfolio; energy 

holdings PTT E&P and Tenaris were beneficiaries, rallying significantly during the quarter.  Several of our financials 

investments across various EM countries, particularly in Latin America (Banco de Chile, BB Seguridade, Credicorp), 

have benefitted from local policy makers acting proactively ahead of the US Fed hiking cycle.  Additionally, several 

of our communications services investments across different markets (Vodacom, Telkom Indonesia, Advance Info 

Services) performed well due to stock-specific idiosyncratic factors.  Materials holdings (Polymetal and Vale S.A.) 

and utility holdings (Indraprastha Gas Limited and China Resources Gas Group Limited) were sources of negative 

attribution; concerns over rising raw materials costs affected the utilities stocks. 

 

Geographically, our greatest sources of outperformance came from our overweight exposure to Latin America, 

namely Mexico (Grupo Aeroportuario Pacifico, Banorte), South Africa (Vodacom, Bidvest), and Brazil (BB 

Seguridade, Lojas Renner, Bradesco).  Our significant underweight exposure in Russia and China also contributed to 

our strong relative performance.  Conversely, our lack of exposure to sensitive oil plays, namely among countries in 

the Middle East, weighed on relative performance.  

 

Portfolio activity was low during the quarter; we sold one full position and initiated one new investment.  We sold 

our position in Polymetal, a private Russian goldminer.  Fundamentally, we continue to see the company’s mining 

assets as best in class and appreciate management’s strong execution track record.  However, the recent events in the 

region, combined with the resignation of half of the company’s board of directors, led to our fears being realized – a 

challenged ability to service its US debt and a change to its shareholder dividend policy.  Additionally, given the 

strategic value of its core assets – gold mines – we see increased risk of the Russian government nationalizing these 

properties given dwindling access to hard currencies.   

 

Aside from the reasons we decided to sell the company, our ability to fully liquidate our Polymetal position reflects 

an important component of our risk controls.  Despite being a private Russian company, the stock has a primary 

listing in London and has traded with continued liquidity since the start of the conflict in Ukraine, both of which 

were important risk management considerations when we first initiated our position and proved important this 

quarter. 

 

Meanwhile, we took advantage of volatility in the Chinese market and initiated a position in PICC, China’s largest 

property and casualty insurer.  The main thesis relies upon the underpenetrated level of various insurance verticals 

(including health, property, and liability) along with the market underappreciating the significant improvements in 

the company’s balance sheet and digital capabilities.  

  

  



 

Looking Ahead  

With our long-term mindset and investment horizon, 

we frequently ponder what a new “world order” could 

look like and how that would impact the investment 

opportunities across emerging and frontier markets.  

After a brutal year for many Chinese stocks, we are 

starting to see value emerge in some pockets of this 

market.  Discount rates embedded in Hong Kong- 

listed Chinese stocks have reached decade highs, while 

local A-shares valuations are becoming more attractive 

(Chart 9).   

 

Undoubtedly, the current lockdowns across many 

Chinese cities and provinces will have significant 

economic and business (profitability) consequences.  

However, we continue to seek unloved and undervalued gems in China and across our full investable universe, even 

as popular preferences turn.  The last 12 months – and particularly the last three – proved that “emerging markets” 

from an investor’s perspective should be much more than a handful of North Asian countries (China, South Korea, 

Taiwan).  By focusing on companies with high quality fundamentals in countries with solid macro foundations, we 

find no shortage of attractive investment opportunities.   

 

Thank you for your support and interest in the Altrinsic Emerging Markets Opportunities portfolio.  We would be 

delighted to discuss these or other matters of interest.  

 

Sincerely, 

 

Alice Popescu 

 

 

 

 

 

 

 

 

 

 

 

 

 

i 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. 
ii Attribution throughout this document is based on performance (gross of fees) in USD. 
iii The exposures noted throughout this document are current as of the date of this letter. 
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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 10,533 72 1% Five or few er -2.85% -3.54% -4.72% 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.

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 Markets 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 Altrinsic Emerging Market Opportunities Composite has had a performance 

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.

Composite

Composite Assets Annual Performance Results

Ex-Post Standard 

Deviation 

(3 Yr Annualized)



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.

Important Considerations and Assumptions


