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Monthly Update: 

March 2019 

Fund Performance12 

 

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

2019  3.64% 2.88%             6.63% 

 

Share Class 

 

Class Currency ISIN APIR Bloomberg Inception NAV / Share 

Trinetra Emerging 

Market Growth Trust 

AUD AU60PIM42328 PIM4232AU TREMGTR AU 21/1/2019 A$ 1.0799 
(March 29, 2019) 

 

Portfolio Characteristics 

 

 Portfolio  Responsible Entity The Trust Company (Re 

Services) Limited 

Return Since Inception 6.63%  Platform Hub 24 and Praemium 

PE (12m Fwd) (x) 23.9x  Risk Level Very High 

Sales Growth (12m Fwd) (%) 16.1%  Fiscal Year-End June, 30 

EPS Growth (12m Fwd) (%) 19.9%  Minimum / Subsequent Investment $25,000 / $5,000 

Beta 0.88x  Management Cost 125 bps 

ROE (12m Fwd) (%) 18.5%  Buy / Sell Spread (%) Nil 

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

Average Market Cap (A$ bn) A$25.95Bn   Subscription / Redemption Daily 

   Portfolio Manager Tassos Stassopoulos 

 

Contributors and Detractors – March 29, 2019 

 

Top Contributors  Top Detractors 

Stock CTR3  Stock CTR 

Ctrip.Com  55 bps  Aspen Pharmacare  -34 bps 

Huazhu Group  47 bps  Alsea  -32 bps 

IDFC First Bank 46 bps  NMC Health  -28 bps 

HDFC Bank  44 bps  Cvc Brasil  -16 bps 

Tencent Holdings 43 bps  Iguatemi  -16 bps 

 

Largest Holdings – March 29, 2019 

 

Holding Country Weight  Country Weight  GICS Sector4 Weight 

Alibaba Group  China 6.38%  China 28.2%  Consumer Discretionary 37.5% 

Tencent Holdings China 6.35%  India 11.6%  Consumer Staples 20.2% 

AIA Group Hong Kong 3.53%  Brazil 10.1%  Financials 18.7% 

HDFC Bank  India 3.49%  Hong Kong 6.2%  Communication Services 8.4% 

Kotak Mahindra Bank  India 2.90%  Indonesia 5.8%  Health Care 7.2% 

Credicorp  Peru 2.90%  Mexico 4.7%  Real Estate 3.0% 

Huazhu Group  China 2.76%  Japan 4.6%  Industrials 2.5% 

Naspers  South Africa 2.60%  Peru 4.4%  Cash 2.6% 

China Mengniu Dairy  Hong Kong 2.53%  Britain 4.1%    

Unicharm  Japan 2.42%  South Africa 3.9%    

 

  

                                                
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 
 

The end of March 2019 was 18 months since the launch of the Trinetra UCITS ICAV, which is the master fund for the 

Emerging Markets Growth Trust. While we are benchmark agnostic, it can be useful to compare the fund’s 

performance to a passive equivalent over this short period.   

The table below shows the net performance of the Trinetra UCITS ICAV B-share class over the past 1 month, 3 

months, 6 months, 12 months and 18 months vs the iShares MSCI Emerging Markets ETF.   

 

Performance (Total Return) 

 

 

1 month 

 

3 months 

 

6 months 

 

12 months 

 

18 months 

Trinetra EM Growth Fund 2.9% 13.2% 8.8% -2.9% 3.4% 

iShares MSCI Emerging Markets ETF* 1.1% 9.9% 1.5% -9.2% -0.7% 

Difference 1.8% 3.3% 7.3% 6.3% 4.0% 

                                         * - assuming reinvestment of dividends 

In our view, the total returns in Emerging Markets over the period since Trinetra launched have been low, relative to 

its history. We believe that investors should look at 5-year rolling periods to remove the effect of short-term cyclical 

volatility. The chart below shows that in its first 30 years since its inception on 30 December 1988, the MSCI Emerging 

Market Index, delivered a 9% annualised return. We expect the index to continue at that level into the foreseeable 

future, with more Frontier Markets stepping up to Emerging status. 

 

 
Source: Bloomberg, Trinetra 

 

Trinetra Emerging Markets Growth Fund is constructed with a 15% IRR objective.  We aim to deliver two thirds of 

that, a minimum of 10% per annum on a 5-year rolling basis, bringing our targeted return to 10-15%.  
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Stock Commentary 
 

Ctrip reported strong Q4 and full year results early in 

March.  Q4 2017 saw the implementation of a new 

regulation that prevented Ctrip from “defaulting” 

customers into buying insurance, sometimes 

unintentionally. The regulation brought China’s e-

commerce conventions into line with a similar 

European rule.  The impact of losing this high-margin 

revenue was meaningful, but the anniversary in Q4 of 

2018 meant that the company’s strong underlying 

growth was demonstrated once again.  Growth in 

revenue from travel tickets rebounded to 17% for the 

quarter, from the low-single-digit level levels seen 

earlier in 2018.  Revenue growth from accommodation 

reservations, Ctrip’s second biggest category, has 

remained above 20%, boosted by growth in lower-tier 

cities.  This is commensurate with the number of low 

star hotel room nights booked growing at 50%.  In our 

Immersions research, we found that Chinese 

consumers put travel at the top of their discretionary 

spend for any incremental income they generate.  

Ctrip’s efforts to address consumers in lower tier cities 

is reflected in the low star hotel bookings, and the 

increasing focus on domestic air and rail travel tickets. 

IDFC First Bank shares rose 24% in March, outpacing 

the Indian banking index, which rose 14%. Indian 

equities had a strong month (up 7.8%) as the incumbent 

BJP appeared to gain momentum ahead of the general 

elections in April and May. Another majority BJP 

government is seen as likely, especially in the wake of 

the terrorist attack in Kashmir, and the opposition’s 

inability to form a nationwide alliance against the BJP.   

IDFC was predominantly an infrastructure lender, but 

it merged with Capital First, a consumer lender, earlier 

this year.  The merged entity will focus on consumer 

lending aided by IDFC’s deposit base to provide it with 

a lower cost of funding. Consumer lending, particularly 

for white goods, is critical for many women to be able 

to afford efficiency devices, such as washing machines 

and fridges. Acquiring these devices releases women 

from hours spent homemaking, allowing them to spend 

time bringing additional income into them home, and 

upgrading the family’s lifestyle. 

Huazhu Group is a leading multi-brand hotel group 

in China which dominates the budget segment.  It has 

been expanding into the mid-price segment, a strategy 

is that is aligned with our ethnographic findings for 

growth in China. The company reported 4Q results in 

mid-March which saw sales increase by 21%, which was 

in line with expectations. What took the market by 

surprise was the focus on cost control, which drove 

GPM from 27% in 4Q17 to 45% in 4Q18, resulting in 

an earnings beat of 27% beat at the results. We believe 

that the multi-brand strategy of Huazhu group is the 

appropriate way forward to capture the diversity of the 

large Chinese lodging market. In a proprietary survey 

of 1,000 respondents we conducted in China in 2017, 

almost 70% stated that they would spend marginal 

income on holidays and travel, and 60-80% of the higher 

income respondents (earning over RMB60,000 p.a.) 

wanted time to absorb knowledge and culture from the 

cities that they visited. We believe that Huazhu is set 

to benefit from being positioned to offer experiences 

to Chinese travellers within their country, as opposed 

to quick trips abroad for shopping. This trend has 

allowed the company to grow its hotel network by 13% 

in 2018 and its RevPAR by 10%, resulting in 23.2% sales 

growth for the year. 

 

Aspen stock was sold off aggressively on results on as 

analysts became concerned with the timing of the 

closure of Aspen’s deal to sell its infant nutrition 

business to Lactalis for €840m, with the company 

shares finishing the month down 34%.  The proceeds 

will significantly lower the company’s net debt, from the 

current 4.4x EBITDA, which is too close to the debt 

covenants which according to management are at 4.7x. 

An administrative omission over the need for 

regulatory approval in New Zealand has resulted in a 

delay to the closing of the sale transaction, but one that 

management insists is uncontentious.  Our detailed 

discussions with the company left us reassured that a 

further delay should be unlikely from the revised 

timetable to end of May. We expect underlying growth 

to reassert itself over the coming quarters.  We 

support management’s strategy which targets growth 

drug categories which are difficult to manufacture (such 

as anaesthetics and anti-coagulants). The goal is to pass 

on benefits from growing scale to EM consumers 

through lower prices, which should drive a virtuous 

cycle of improving access to their high-quality drugs. 

Alsea’s stock price was down 17% in March and 36% 

in the past six months.  This followed the acquisition at 

the end of October of Grupo VIPS in Spain.  Grupo 

VIPS operates Ginos, Starbucks, Friday and Wagamama 
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in Spain.  In 2014, Alsea entered the Spanish market 

with the acquisition of Grupo Zena, which managed the 

Burger King and Dominos brands. At the time, we were 

sceptical as to whether an EM operator should have 

diverted capital to a DM acquisition in what appeared 

to be a mature market. We were proven wrong and 

Alsea has proven that its processes and skills are 

transferable to the developed world. We believe that 

the market is less concerned with Alsea’s ability to 

deliver returns than it is with the increase in the 

company’s leverage, which should move to 4.2x net 

debt/EBITDA.  That compares with its debt covenants 

at 4.5x. It comes at a time when EBITDA margins are 

being compressed from 15.3% to 13.0% this year owing 

to higher taxes on mozzarella, and an increase in 

minimum wage and electricity costs. As a result, the 

multiple had contracted down to 27x by the end of 

March, 2 standard deviations below its five-year 

average.  We met with management during March.  We 

believe that management should be able to deliver on 

synergies.  We expect Alsea to grow EPS at a 25% 

CAGR over the next 5 years, and therefore the 

potential risk-adjusted returns are currently in double 

digits.  

 

NMC Health’s share price is down 33% over the past 

6 months with consensus EPS only reduced by 4%.  The 

shares were consequently trading at 16.9x 12m 

forward earnings at the end of March.  The results on 

7 March were in line with expectations, and 

management reiterated its guidance of 22-24% revenue 

growth and 18-20% EBITDA growth for FY19. Having 

deployed USD$2bn in acquisitions over the past four 

years, the company is poised to deliver strong growth 

in the UAE and Saudi Arabia Healthcare markets. We 

expect EPS growth in excess of 20% over the next five 

years.  

 

 

Proxy Votes Where We Voted Against Management or 

Exceptions from Policy 
 

1) Alicorp 

• We voted against management on the election of directors on the basis that their names were not 

disclosed, and we consider that this has the potential to disenfranchise investors. 

• We voted against management on a debt restructuring issue on the basis that the sufficient and timely 

detail on the plan was not disclosed such that shareholders are unable to make an informed decision. 

2) AmorePacific 

• We voted against management proposal to maintain the cap for director remuneration that we believe 

to be excessive in that it is not aligned with market norms. 
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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. 


