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Monthly Update: 

August 2019 

Fund Performance12 

 

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

2019  3.64% 2.88% 3.80% -5.16% 4.81% 2.63% -1.01%     11.77% 

 

Share Class 

 

Class Currency ISIN APIR Bloomberg Inception NAV / Share 

Trinetra Emerging Markets 
Growth Trust 

AUD AU60PIM42328 PIM4232AU TREMGTR AU 21/1/2019 A$ 1.1320   
(August 30, 2019) 

 

Portfolio Characteristics3 

 

 Portfolio  Responsible Entity The Trust Company (Re 
Services) Limited 

Strategy AUM (AUD m) 67.7  Platform Hub 24 and Praemium 

Trust AUM (AUD m) 18.5  Risk Level Very High 

Net AUD Return since Inception (%) 11.8  Fiscal Year-End June, 30 

PE (12m fwd) (x) 21.5  Minimum / Subsequent Investment $25,000 / $5,000 

EPS Growth (12m fwd) (%) 24.6  Management Cost 125 bps 

Beta (x) 0.90  Buy / Sell Spread (%) Nil 

ROE (5-year average) (%) 18.5  Unit Pricing Frequency Daily 

Dividend Yield (12m fwd) (%) 1.31  Subscription / Redemption Daily 

Average Market Capitalisation4 (USD bn) 5.6  Portfolio Manager Tassos Stassopoulos 

Portfolio Turnover (LTM) (%) 5.12    

 

Contributors and Detractors – August 31, 2019 

 

Top Contributors  Top Detractors 

Stock CTR5  Stock CTR 

ANTA Sports Products 27 bps  Tencent Holdings -78 bps 

TAL Education 21 bps  Parag Milk Foods -42 bps 

CSPC Pharmaceutical 19 bps  Ctrip.com -41 bps 

Hapvida 19 bps  SER Educacional -31 bps 

Kalbe Farma 17 bps  Azul -29 bps 

 

Largest Holdings – August 31, 2019 

 

Holding Country Weight  Country Weight  GICS Sector6 Weight 

Alibaba Group China 6.6%  China 30.7%  Consumer Discretionary 37.9% 

Tencent Holdings  China 6.0%  Brazil 13.1%  Consumer Staples 19.2% 

AIA Group  Hong Kong 3.6%  India 10.0%  Financials 17.6% 

Anta Sports Products China 2.8%  Indonesia 4.9%  Health Care 10.0% 

HDFC Bank India 2.8%  Japan 4.6%  Communications Services 7.3% 

Naspers South Africa 2.7%  Mexico 4.3%  Industrials 3.4% 

China Mengniu Dairy China 2.7%  United Kingdom 4.0%  Real Estate 3.3% 

Adidas Germany 2.5%  Peru 3.7%  Cash 1.7% 

Credicorp Peru 2.5%  South Africa 3.5%    

Kotak Mahindra Bank  India 2.4%  Hong Kong 3.5%    

 

  

                                                
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 Portfolio characteristics, where relevant, are stated in US Dollars. 
4 Average Market Capitalisation is the harmonic average of the market capitalisations of the portfolio’s constituents. 
5 CTR: Contribution to Return, calculated on a US Dollar basis as per the underlying UCITS fund. 
6 GICS: Global Industry Classification Standard 
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Performance Commentary 
 

During the month, the fund’s performance, net of fees in AUD, was -1.01%, outperforming the iShares MSCI Emerging 

Markets ETF, which fell -1.58% in AUD terms, by 57 bps.  Since inception (January 31st, 2019), the fund is up +11.77%, 

outperforming the ETF by 1,020 bps. 

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

months, 6 months, YTD, 12 months, 18 months and since inception vs the iShares MSCI Emerging Markets ETF, all in 

USD.  Given the limited time since inception for the Australian Trust, this provides a more useful set of figures for the 

same underlying fund. 

 

Performance (Total Return - AUD Trust) 

 

 

1 month 

 

3 months 

 

6 months 

 

YTD 

 

12 

months 

 

18 

months 

 

Since 

inception 

Trinetra EM Growth Trust (AUD) -1.01% 6.48% 7.84% - - - 11.77% 

iShares MSCI Emerging Markets ETF* -1.58% 2.50% 0.70% - - - 1.57% 

Outperformance/(underperformance) 0.57% 3.98% 7.15% - - - 10.20% 

 

Performance (Total Return - USD Fund) 

 

 

1 month 

 

3 months 

 

6 months 

 

YTD 

 

12 months 

 

18 months 

 

Since 

inception 

Trinetra EM Growth Fund (USD) -2.52% 3.65% 2.75% 12.94% 5.28% -5.33% 3.17% 

iShares MSCI Emerging Markets ETF* -3.78% -0.53% -4.58% 3.68% -4.80% -13.85% -6.27% 

Outperformance/(underperformance) 1.26% 4.17% 7.33% 9.26% 10.08% 8.52% 9.43% 

                                         * - assuming reinvestment of dividends 

The Amazon – a burning issue 

Along with so many others, we were saddened and concerned at the fires in the Amazon rainforest.  The accelerated 

destruction of what is one of the planet’s most important ecological areas is gutting.  The formation and release of 

CO2 on such a massive scale, combined with a reduced ability to reabsorb it, should be enough to make anyone fearful 

of what we are leaving behind. 

As a signatory to the UNPRI, we, alongside other investors, signed the UNPRI’s Global Investor Statement concerning 

deforestation and forest fires in the Amazon.  The statement calls on companies to redouble their efforts to 

demonstrate clear commitment to eliminating deforestation within their operations and supply chains. 

 

Stock Commentary 
 

ANTA Sports (+27 bps) ANTA Sports benefitted 

from strong 1H 2019 results, with revenue increasing 

40% and profit from operations increasing 58%. The Fila 

brand, positioned as high end sportwear, continues to 

grow in momentum and contribution, now accounting 

for 44% of overall group revenues.  Creativity and 

innovation are going from strength to strength.  Back 

in 2005, ANTA set up the first sports science 

laboratory in China to develop sports technology and 

functional design. The purpose was to move away from 

the ‘Made in China’ label to ‘Created in China’.  In the 

current year, Anta launched its Hydrogen Running Shoe 

based on its FLASHLITE technology, creating a running 

shoe weighing only 110 grams yet still able to deliver 

on performance, durability and breathability.  Gross 

margins improved by 180bp in the reporting period and 

will continue to be supported by the increasing 

contribution of Fila in the coming year. The recent 

acquisition of Amer Sports increases the group’s 

product portfolio and reach outside China.  It has the 

potential to follow Fila’s path to successful turnaround. 

 

TAL Education (+21 bps) Tal Education rebounded 

11% in August after a 15% fall in July, following the 

release of its 1Q 2020 results.  Although the company 

grew revenues by 28% in USD, profitability fell short of 

expectations due to increased investment behind their 

online business.  As management transitions the 

business model from an offline model to ‘multi-pronged 

educational service’ (offline learning centres, online 

https://d8g8t13e9vf2o.cloudfront.net/Uploads/g/i/u/investorstatementondeforestationandforestfiresintheamazon_76915.pdf
https://d8g8t13e9vf2o.cloudfront.net/Uploads/g/i/u/investorstatementondeforestationandforestfiresintheamazon_76915.pdf
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business as well as education programs and projects 

such as Smart Education Solutions for schools and its 

open platform business), investment has been further 

increased, behind the product offering as well as service 

and support.  In the near term this is resulting in 

increased investment in both sales & marketing and IT, 

but management sees this as necessary to increase 

conversion rates and retention rates, and to maintain 

its leadership position in the industry.  As the company 

relies on short term, heavy promotions to enrol new 

students they are now disclosing a more meaningful 

‘normal price long term course enrolments’, which 

grew at 184% for the Peiyou online business in 1Q 

2020. We expect this investment to weigh on 

profitability in Q2 but see a significant improvement in 

H2 as we see the benefits of higher retention rates and 

conversion to normal price courses. 

 

CSPC Pharmaceutical (+19 bps) CSPC’s share 

price increased by 14.0% this month, following last 

month’s increase of 9.2%.  The company’s H1 results 

were published in the middle of August and were well-

received.  The results showed that finished drugs saw 

an acceleration in revenue growth from 34% in Q1 to 

37% in Q2, with the key profit driver, innovative drugs 

(55% of revenue), growing at 56%.  Within innovative 

drugs, oncology (11% of 2018 revenues) increased by 

194% in H1, so is a major driver of growth.  There are 

signs that efforts to reform and consolidate supplies of 

pharmaceuticals to the Chinese healthcare system will 

not cause material damage to CSPC’s generic portfolio 

(23% of revenue) since market share gains may well 

compensate for price declines.  This was one of the 

biggest risks that we identified, so the facts may start 

to reduce the risk’s materiality.  Sales of bulk vitamin C 

(10% of 2018 revenue, and 35% share of the global 

market) suffered from lower pricing, but with sharply 

increased volumes.  Despite revenue increasing, 

according to our calculation, by 26% in Q2, margin fell 

from 37% to 21%, one of the main contributors to 

margin the margin contraction (from 22.0% to 20.4%).  

Increased marketing and R&D costs contributed 

further, but we believe that developing new markets 

and investing in the pipeline with likely bear fruit. 

 

 

Tencent (-78 bps) Having reported strong results in 

July, especially for the Fintech division, Tencent fell 12% 

in August.  Aside from Yuan movements, the various 

rounds of attack and counter-attack in the China-US 

trade dispute tend to weigh on the stock.  We believe 

that since the vast majority of Tencent’s business is 

driven by domestic consumption, the company is 

unlikely to be severely impacted by anything but a 

massive intensification of the skirmishes into a serious 

trade war.  As we have mentioned in the past, we 

believe that one of China’s responses to a reduction in 

trade would be to step up the extent to which domestic 

demand drives the economy.  We would expect this to 

be strongly beneficial to companies like Tencent and 

Alibaba.  

 

Parag Milk Foods (-42 bps) Parag fell 39% in August.  

There was a rumour of flooding at Parag’s Manchar 

plant near Pune.  We called the plant itself to establish 

that operations were in fact running smoothly, 

confirming that the rumours were unfounded.  Q2 

results early in the month reported revenue growth of 

14.7%.  While margins had increased steadily over the 

last 4 years, the quarter saw EBITDA fall by 4.6%.  We 

see this as largely one-off in nature.  Drought and 

delayed monsoons resulted in increased input costs for 

milk.  Higher consumer prices and lower trade 

discounts will begin to take effect in the next quarter, 

but the lag has caused the margin hit.  The stock is 

particularly sensitive to news flow relating to its 

promotors, who announced that they had pledged their 

shares as collateral for debt.  The company is on a 

prospective P/E ratio of 8.5x.  We estimate growth for 

the following year at 25%, putting the stock’s PEG ratio 

as low as 0.33.  The company announced that its 

chairman, Devendra Shah, had now pledged over 60% 

of his 18% stake in the company as collateral.  We 

consider the risk from a liquidity event to have 

increased, but as it does not affect cashflow generation 

it does not affect the returns the company will 

generate.  It does increase the risk score marginally, 

increasing our cost of equity, but the stock reacted 

more severely than the marginal reduction in risk 

adjusted returns.  

 

Ctrip.com (-41 bps) fell 17% in August.  Prior to that, 

the stock had risen 44% in the year to the end of July.  

As with Tencent, Ctrip.com’s shares are affected by the 

trade tensions between China and the US.  Tencent and 

Alibaba are largely driven by domestic consumption and 

are therefore are unlikely to see any material direct 

impact.  Chinese consumers may be less inclined to 

travel to the US.  That impact will likely be small as the 

US will be substituted with other destinations.  But a 

bigger impact we believe comes from the weakening of 

the Yuan relative to the US dollar.  Beijing is allowing 

the currency to weaken, likely to partially neutralise 

some of the tariffs being imposed on Chinese products 
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being shipped to the US.  The Yuan is down 7% since 

earlier in the year, and fell 3.8% in August alone, its 

biggest 1-month fall in 25 years.  Ctrip.com’s share 

price chart, even adjusting the price to Yuan given the 

USD currency of listing, shows a close correlation with 

the Yuan’s movements.  For context, although the Yuan 

has hit an 11-year low vs. the dollar, we do not see a 

7% movement as being likely to seriously impact on 

consumers’ travel plans, whom we know from our 

research are very keen to travel.  We suspect that they 

will be more inclined to cut their shopping budgets 

while abroad than to forego their trips. 

 

 

Proxy Votes Where We Voted Against Management or 

Exceptions from Policy 
 

1) Naspers 

• We voted against management on the approval of the remuneration policy because a significant 

proportion of the long-term incentives were not performance-related, and some of these awards vest 

after only 1 year.  We also consider the amount of equity reserved for compensation to be excessive. 

• We voted against approval of the implementation of the remuneration policy because there is an 

excessive amount of equity-based compensation; some of the long-term incentives have no 

performance conditions; and disclosure of performance target information is insufficient. 

• We voted against the proposal to place authorised but unissued shares under the control of directors 

because the proposal would allow the Board to make significant decisions for which shareholder 

approval may be more suitable, and this could result in significant dilution.  Further issuance of A ord. 

shares with multiple voting rights would exacerbate the dual-class share structure situation. 

• We voted against the proposal to authorise the Board to issue shares for cash because further issuance 

of A ord. shares with multiple voting rights would exacerbate dual-class share structure situation. 

• We voted against the company in the proposal to repurchase A ordinary shares because the company 

has not specified how the purchase price for A ordinary shares would be determined, or whether any 

limit applies to repurchases. Further, potential conflicts of interest could occur. 

• We voted against the company in the proposal to authorise the specific repurchase of N ordinary 

shares from specific holders of N ordinary shares because the benefits of accelerated repurchase 

authority relative to general authority to repurchase up to 20% of issued N share capital have not 

been made clear. 

• We voted against management over the approval of a modification to the 2015 ESOS because: the 

Scheme permits stock options to be issued with an exercise price at a discount to the current market 

price. 
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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. 
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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. 


