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Monthly Update: 

February 2019 

Fund Performance12 

 

 Jan Feb Mar Apr May June July Aug Sep Oct Nov Dec Annual 

2019  3.64%              3.64% 

 

Share Class 

 

Class Currency ISIN APIR Bloomberg Inception NAV / Share 

Trinetra Emerging 

Market Growth Trust 

AUD AU60PIM42328 PIM4232AU TREMGTR AU 21/1/2019 A$ 1.0497 
(February 28, 2019) 

 

Portfolio Characteristics 

 

 Portfolio  Responsible Entity The Trust Company (Re 

Services) Limited 

Return Since Inception 3.64%  Platform Hub 24 and Praemium 

PE (12m Fwd) (x) 23.4x  Risk Level Very High 

Sales Growth (12m Fwd) (%) 15.8%  Fiscal Year-End June, 30 

EPS Growth (12m Fwd) (%) 17.9%  Minimum / Subsequent Investment $25,000 / $5,000 

Beta 0.88x  Management Cost 125 bps 

ROE (12m Fwd) (%) 18.2%  Buy / Sell Spread (%) Nil 

Dividend Yield (12m Fwd) (%) 1.28%  Unit Pricing Frequency Daily 

Average Market Cap (A$ bn) A$23.18Bn   Subscription / Redemption Daily 

   Portfolio Manager Tassos Stassopoulos 

 

Contributors and Detractors – February 28, 2019 

 

Top Contributors  Top Detractors 

Stock CTR3  Stock CTR 

Alibaba 119 bps  SER Educacional -44 bps 

Mercadolibre 100 bps  CVC Brasil -43 bps 

AIA Group 85 bps  Tencent -40 bps 

Anta Sports 65 bps  Alsea -33 bps 

TAL Education 63 bps  Matahari -33 bps 

 

Largest Holdings – February 28, 2019 

 

Holding Country Weight  Country Weight  GICS Sector4 Weight 

Alibaba Group  China 6.7%  China 26.3%  Consumer Discretionary 37.5% 

Tencent  China 6.0%  Brazil 10.2%  Consumer Staples 19.6% 

AIA Group Hong Kong 3.6%  India 9.7%  Financials 17.5% 

HDFC Bank India 3.1%  Indonesia 6.4%  Health Care 8.0% 

Credicorp Peru 2.8%  Hong Kong 5.7%  Communication Services 7.9% 

Unicharm  Japan 2.6%  Japan 4.8%  Real Estate 3.0% 

Kotak Mahindra Bank  India 2.5%  Mexico 4.4%  Industrials 2.6% 

Naspers South Africa 2.4%  Peru 4.0%  Cash 3.9% 

Fast Retailing China 2.2%  South Africa 4.0%    

Huazhu Group  Japan 2.2%  United Kingdom 3.8%    

 

  

                                                
1 Fund Performance begins from the first full month of management of the fund. Performance start date is January 31, 2019 
2 Past performance is not a reliable indicator of future results. 
3 CTR: Contribution to Return 
4 GICS: Global Industry Classification Standard 
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Commentary 
 

Most of the reporting season has passed, and we have 2 takeaways.  One is on China, the other on Fintech. 

 

The lack of any noticeable impact from the much vaunted slow-down in the Chinese economy has struck us.  

Consumer-facing companies have, if anything, been performing more strongly than we had expected.  While Alibaba 

is taking share in the economy, its overall exposure to consumer spending ought to make it difficult to avoid showing 

weakness.  Gross Merchandise Value, the value of merchandise that passes through its Tmall platform, grew 29% in 

the final quarter of the year, versus 30% in the previous quarter. Likewise, sales at Anta, a sports apparel and footwear 

company in which the fund is invested, grew by 44%.  We see Anta as providing high quality products at affordable 

price points. 

 

China official 6.6% GDP growth rate for 2018 actually equates to a slightly higher absolute amount of economic growth 

than was achieved in 2017, despite the higher growth rate then (6.9%).  Official estimates for 2019 are for GDP to 

grow at a lower rate again, in the range 6.0-6.5%.  Retail sales of consumer goods increased by 9.0% during the year, 

demonstrating the deliberate ongoing shift in China’s economy from export-driven industrial production towards 

domestic consumption.  We believe that this shift may continue for some time to come and that the mix within this 

shifting spend will concentrate in certain categories, such as travel, fitness, education and entertainment.  Our 

immersions research is an important tool that helps our understanding of what consumers may spend their money on 

in the future. 

 

Fintech is on the rise.  We learned last month that the Hong Kong authorities are preparing to issue 6 licences to 

digital banks.  South Korea is planning to open payment systems to third party payments services providers.  While 

the latter point especially may seem a little eclectic, we believe that these actions represent critical moments in the 

dismantling of competitive barriers in retail banking.  We believe that this will prove to be the “Amazon Moment” for 

financial services, when new entrants with highly disruptive business models start to gain a toehold.  The importance 

of data will be brought to the fore. We believe that value is likely to shift to data-driven value-added services and away 

from what regulators such as the UK’s CMA see as rent-seeking by incumbents through unfair and excessive charging, 

supporting unwieldy and inefficient cost structures. See our recent Fintech blog at https://www.trinetra-

im.com/insights/em-fintech-set-to-disrupt-banking-giants. 

 

The same disruptive shift was demonstrated by MercadoLibre, Latin America’s leading e-commerce platform, which 

we see as a mini-Alibaba.  Just like Alibaba, MercadoLibre, which is most notably active in Brazil and Argentina, has 

introduced a payment system, which it can leverage because of its almost 270 million users, many of which lack credit 

cards, bank accounts, or other means to pay online.  The company’s payment system, MercadoPago, saw growth in 

volumes of 72% in Q4.  Use of the MercadoPago away from the company’s own platform increased by 172%, indicating 

a possible inflection point in adoption.  We see payments as a bridgehead into broader financial services.  MercadoLibre 

has launched an entire fintech ecosystem in Argentina – as well as payments, the ecosystem encompasses lending, 

savings, asset management, digital wallets, and banking. 

 

Financial inclusion, or access to banking services for lower-income segments, is a problem in many countries, especially 

in emerging markets.  Conventional banking is often priced out of reach for much of the population.  Worse still, lack 

of access to credit, or even simply cashless payments, excludes many people from accessing certain services, and in 

particular from accessing capital to launch entrepreneurial businesses.  With the advent of smartphones, and with 

incumbent banks uninterested in tapping low-value customers, digital banking and the accompanying fintech ecosystems 

have a huge opportunity to access underserved clients with a data-driven, low-cost business model.  Alibaba has 

developed an exemplary fintech ecosystem in China.  MercadoLibre is set to replicate this success in Latin America. 
 

  

https://www.trinetra-im.com/insights/em-fintech-set-to-disrupt-banking-giants
https://www.trinetra-im.com/insights/em-fintech-set-to-disrupt-banking-giants
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Stock Commentary 
 

After a sharp rebound in January, Alibaba again 

performed strongly in February.  After a period of 

negative sentiment in the second half of last year, with 

expectations on profitability reset, the company’s 

attractions are once again asserting themselves.  During 

February, we have seen more news that supports our 

fintech and payments thesis: Ant Financial, an Alibaba 

affiliate, is one of six companies to be awarded new 

digital banking licences in Hong Kong, and South Korea 

is planning to open up payments to third party 

providers. 

Mercadolibre endured a challenging 2018 year, 

especially with respect to its growth strategy and free 

delivery in Brazil – the company was forced to pull back 

when the cost of delivery increased markedly, which in 

their own words “impacted vibrancy” of their 

marketplace.  But the Q4 results demonstrated a real 

coming together of the broader strategy, with logistics 

and payments demonstrating their value.  Logistics 

improvements were evident with a 30% improvement 

in delivery times, and particularly stark improvements 

in Brazil – we see fast and reliable delivery as a critical 

enabler for e-commerce.  More importantly, the 

company’s payment system, MercadoPago handled 

growth of 172% in local currency off-platform 

payments.  The focus on FinTech solutions is becoming 

clear, with asset management, MercadoFondo, and 

what they describe as a complete FinTech ecosystem 

in Argentina.  We see potential for MercadoLibre to 

democratise financial services in Latin America, a real 

opportunity for financial inclusion.  Just like Alibaba in 

China, MercadoLibre can leverage its strength in e-

commerce to its benefit in adjacent markets like 

logistics, payments, lending and other banking services. 

AIA Group continued its strong run, increasing 11% 

in February. They key catalyst for this move was AIA’s 

receipt of regulatory approval for sales and service 

centres in Tianjin (100km from Beijing) and 

Shijiazhuang, the capital of Hebei Province (300km from 

Beijing).  China is currently AIA’s second biggest 

market and its main growth driver, contributing 28% of 

VONB (value of new business value) in the first half of 

2018.  Growth in VONB was 37%, versus 11% for AIA’s 

non-China businesses.  Currently AIA is in regions that 

cover only 28% of China’s GDP, and the new regions 

represent a further 7% of GDP.  AIA will report full 

year 2018 earnings on March 15th. 

SER Educacional performed well recently, up 40% in 

January, so the 13% decline in February was not 

concerning.  Full year results at the end of March will 

be critical – the main student recruitment period is 

currently underway, and management will provide 

colour on its progress. 

CVC Brasil performed strongly at the end of 2018, 

even relative to the Brazilian market.  The market there 

rebounded after a severe recession when Jair 

Bolsonaro won the presidential election race.  In the 

final quarter, CVC Brasil’s share price increased 41% 

versus BOVESPA’s 11%, as market participants 

perceived that CVC Brasil would benefit significantly 

from the double whammy of both a return to economic 

growth and a stronger domestic currency.  Having 

strengthened yet further in January, with Brazilian 

equities retreating somewhat, the stock fell more than 

the market in February.  CVC Brasil’s market position 

is enviable, with high levels of trust, limited 

competition, and a robust online and offline growth 

strategy.  Our immersions research identified Brazilians 

as having among the strongest desire to travel, both 

domestically and internationally. 

Tencent bounced at the end of 2018.  The decline in 

February was modest, but the shares failed to keep up 

with Alibaba’s very strong performance.  With 

government approval of games having recently 

resumed, we expect Tencent’s earnings growth to 

restart, and for the non-gaming businesses to continue 

to strengthen.
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Important Information 

This document has been prepared by Trinetra Investment Management LLP (“Trinetra”) solely for the purpose of providing background information to the person 
to whom it has been delivered.  This fact sheet is issued by The Trust Company (RE Services) Limited ABN 45 003 278 831, AFSL 235150 (TTCRESL) as responsible 
entity of, and issuer of units in, the Trinetra Emerging Markets Growth Trust ARSN 629 674 040 (the Fund).  The information contained herein is strictly confidential 
and is only for the use of the person to whom it is sent and/or who attends any associated presentation.  The information contained herein may not be reproduced, 
distributed or published, in whole or in part, by any recipient to any third parties without the prior written consent of Trinetra.  Trinetra is authorised and regulated 
by the Financial Conduct Authority (Firm Reference Number: 772919). The Fund is a 'feeder fund' meaning that it indirectly gains exposure to underlying asset 
classes by investing all or substantially all of its assets in the Trinetra Emerging Markets Growth Fund (the Underlying Fund), a sub-fund of Trinetra UCITS ICAV. 
The Trinetra UCITS ICAV is managed by Carne Global Fund Managers (Ireland) Limited and it is authorised by the Central Bank of Ireland with Reference Number 
C167437. The Management Company of the Trinetra UCITS ICAV has appointed Trinetra Investment Management LLP as the investment manager of the Underlying 
Fund. 

The summary description included herein and any other materials provided to you are intended only for information purposes and convenient reference and are 
not intended to be complete.  This information is not intended to provide and should not be relied upon for accounting, legal or tax advice or investment 
recommendations.  You should consult your tax, legal, accounting, financial or other advisors about the issues discussed herein.  

Investments in the Fund are speculative and involve a high degree of risk.  The Fund may utilise leverage, which can make performance volatile.  There is no 
secondary market for shares in the Fund and none is expected to develop.  There are also restrictions on transferring shares and redeeming shares from the Fund.  
No guarantee or representation is made that the Fund’s investment program, including, without limitation, the Fund’s investment objectives, diversification 
strategies, or risk monitoring goals, will be successful, and investment results may vary substantially over time.  Investment losses may occur from time to time.  
Nothing herein is intended to imply that the Fund’s investment methodology may be considered “conservative”, “safe”, “risk free” or “risk averse”.  Performance 
figures quoted in this document are calculated using exit prices net of fees and assuming reinvestment of distributions. No reduction is made to the unit price (or 
performance) to allow for tax you may pay as an investor.  PAST PERFORMANCE IS NOT INDICATIVE NOR A GUARANTEE OF FUTURE RESULTS.  NO ASSURANCE 
CAN BE MADE THAT PROFITS WILL BE ACHIEVED OR THAT SUBSTANTIAL LOSSES WILL NOT BE INCURRED. 

The distribution of this document may be restricted in certain jurisdictions.  This document is not intended for distribution to, or use by any person or entity in any 
jurisdiction or country where such distribution or use would be contrary to local law or regulation, and it is the responsibility of any person or persons in possession 
of this document to inform themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction.   

This fact sheet is provided for general information purposes only and is not to be construed as solicitation of an offer to buy or sell any financial product. Accordingly 
reliance should not be placed on this document as the basis for making an investment, financial or other decisions. This information does not take into account 
your investment objectives, particular needs or financial situation. Whilst every effort is taken to ensure the information in this document is accurate, its accuracy, 
reliability or completeness is not guaranteed. A Product Disclosure Document (PDS) issued by TTCRESL dated 14 November 2018 is available for the Fund. You 
should obtain and consider the PDS for the Fund before deciding whether to acquire, or continue to hold, an interest in the Fund. Initial Applications for units in 
the Fund can only be made pursuant to the application form attached to the PDS. 

Neither TTCRESL or the investment manager of the Fund, Trinetra, guarantee repayment of capital or any particular rate of return from the Fund. Statements of 
fact in this report have been obtained from and are based upon sources that TTCRESL and Trinetra believe to be reliable.  

All opinions and estimates included in this report constitute TTCRESL and Trinetra’s judgement as at the date of this communication and are subject to change 
without notice.This document is not intended for distribution in the United States or for the account of US persons (as defined in Regulation S under the US 
Securities Act of 1933, as amended (the “Securities Act”)) except to persons who are “qualified purchasers” (as defined in the US Investment Company Act of 1940, 
as amended (the “Company Act”)) and “accredited investors” (as defined in Rule 501(a) under the Securities Act).  Trinetra is not registered with the US Securities 
and Exchange Commission as an investment adviser.  The Fund is not, and will not be, registered under the Securities Act, the Company Act or the securities laws 
of any of the states of the United States and interests therein may not be offered, sold or delivered directly or indirectly into the United States, or to or for the 
account or benefit of any US person, except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of such securities 
laws. 

For the purpose of the UK Financial Services and Markets Act 2000 this publication has been approved by Trinetra Investment Management LLP. This material is 
communicated in accordance with Article 14 (investment Professionals), Article 21 (Certified high net worth individuals) and Article 22 (High net worth companies 
of the Financial Services and Markets Act 2000 (Promotion of Collective Investment Schemes) (Exemptions) Order 2001, or any exemption made available by the 
FCA in section 4.12 of its Conduct of Business Sourcebook.  

The Fund has not been and cannot be registered with the Swiss Financial Market Supervisory Authority and the shares in the Fund cannot be distributed in 
Switzerland to non-qualified investors. Any distribution of the shares in the Fund in Switzerland will be exclusively made to, and directed at, regulated qualified 
investors, as defined in Article 10 (3)(a) and (b) of the Collective Investment Schemes Act dated June 23, 2006 and revised on September 28, 2012. 

No reliance may be placed for any purpose on the information and opinions contained in this document or their accuracy or completeness.  Trinetra and TTCRESL 
believes the information or opinions contained in this document to be reliable but does not warrant its accuracy or completeness.  The estimates, investment 
strategies, and views expressed in this document are based upon current market conditions and/or data and information provided by unaffiliated third parties 
and is subject to change without notice. 

Trinetra Investment Management LLP is exempt from the requirement to hold an Australian financial services licence under the Corporations Act in respect of the 
financial services provided and is regulated by the Financial Conduct Authority of the United Kingdom under laws of the United Kingdom, which differ from 
Australian laws. 


