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Monthly Update: 

May 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%        4.97% 

 

Share Class 

 

Class Currency ISIN APIR Bloomberg Inception NAV / Share 

Trinetra Emerging Markets 
Growth Trust 

AUD AU60PIM42328 PIM4232AU TREMGTR AU 21/1/2019 A$ 1.0631   
(MAY 31, 2019) 

 

Portfolio Characteristics3 

 

 Portfolio  Responsible Entity The Trust Company (Re 
Services) Limited 

Net Return since Inception (%) 6.66  Platform Hub 24 and Praemium 

PE (12m fwd) (x) 20.8  Risk Level Very High 

EPS Growth (12m fwd) (%) 24.8  Fiscal Year-End June, 30 

Beta (x) 0.87  Minimum / Subsequent Investment $25,000 / $5,000 

ROE (5-year average) (%) 17.9  Management Cost 125 bps 

Dividend Yield (12m fwd) (%) 1.33  Buy / Sell Spread (%) Nil 

Average Market Capitalisation (USD bn) 17.9  Unit Pricing Frequency Daily 

Portfolio Turnover (LTM) (%) 3.81  Subscription / Redemption Daily 

   Portfolio Manager Tassos Stassopoulos 

 

Contributors and Detractors – May 31, 2019 

 

Top Contributors  Top Detractors 

Stock CTR4  Stock CTR 

MercadoLibre 35 bps  Alibaba Group -127 bps 

Kotak Mahindra Bank  26 bps  Tencent Holdings -107 bps 

Adidas 25 bps  Huazhu Group -76 bps 

Azul 20 bps  Baidu -66 bps 

Universal Robina Corp 16 bps  Ctrip.com -50 bps 

 

Largest Holdings – May 31, 2019 

 

Holding Country Weight  Country Weight  GICS Sector5 Weight 

Tencent Holdings China 6.0%  China 27.0%  Consumer Discretionary 37.7% 

Alibaba Group  China 5.5%  India 12.0%  Consumer Staples 20.5% 

HDFC Bank  India 3.8%  Brazil 11.0%  Financials 18.8% 

AIA Group Hong Kong 3.5%  Indonesia 5.3%  Communication Services  8.2% 

Kotak Mahindra Bank India 3.5%  Japan 5.0%  Health Care 7.4% 

Credicorp Peru 2.8%  Mexico 4.7%  Real Estate 2.9% 

Naspers South Africa 2.7%  Peru 4.3%  Industrials 2.5% 

Fast Retailing Japan  2.7%  United Kingdom 4.3%  Cash 2.0% 

China Mengniu Dairy  China 2.6%  South Africa 4.0%    

MercadoLibre Argentina 2.6%  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 CTR: Contribution to Return, calculated on a US Dollar basis as per the underlying UCITS fund. 
5 GICS: Global Industry Classification Standard 
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Performance Commentary 
 

During the month, the trust’s performance, net of fees in AUD was -5.16%, outperforming the iShares MSCI Emerging 

Markets ETF by 58bps, which fell -5.74%.  Since inception the trust is up +4.97%, outperforming the ETF by 588bps.  

 

Emerging Markets came under pressure in May from US President Trump’s threats to impose substantial trade tariffs 

on Chinese imports.  We can’t say whether this was merely posturing to get a better deal, or perhaps he’s willing to 

go through with it.  But we believe that the Emerging Markets’ reaction was severe enough to at least be partially 

pricing in a break-down in trade talks and the imposition of tariffs. This scenario assumes that the US President would 

act irrationally and be willing to push higher prices to US consumers, risking the US going into recession ahead of his 

re-election bid next year.  At the end of May he opened another front, threatening Mexico with tariffs if it didn’t 

cooperate on immigration.  

 

The fact that the Mexican situation was defused quickly in early June encourages us to believe that the US President is 

planning to act rationally.  The economic consequences, namely US consumer price inflation and the risk of spurring 

China’s internal economy at the US’s expense, provides further encouragement, in our view.  These points drive us to 

believe that Trump’s position will more likely turn out to be aggressive posturing, and a compromise between Trump 

and Xi will be beneficial for both countries and for Emerging Markets more broadly. 
 

 

Stock Commentary 
 

MercadoLibre (+35 bps) has had a strong year, and 

the share price increase further after strong Q1 results, 

which highlighted the momentum in its Fintech 

strategy.  Payments volume grew by 83%, particularly 

for transactions outside its own ecommerce platform, 

where volumes almost tripled year-on-year.  Gross 

Merchandise Value (GMV) on the e-commerce sites 

increased 70% on a constant currency basis, and 

Mexico grew 48%, but Brazil, the biggest market, grew 

only 18%.  MercardoLibre’s horizontal move into 

Fintech, driven from its extremely strong position in 

the e-commerce market, has been highly successful, 

with payments, asset management and credit, especially 

to small businesses driving growth.  We expect 

MercadoLibre to mirror Alibaba’s progress in China – 

a logical next step would be into productivity 

enhancement for Latin America’s retail sector.  Paypal’s 

$750m investment in the company in March is 

testament to MercadoLibre’s past execution and future 

prospects, especially in digitising the economy and using 

technology to enhance financial inclusion. 

 

Kotak Mahindra (+26 bps) increased 9.8% in May.  

India’s demonetisation policy, which began in 2016, has 

brought a significant amount of liquidity into the formal 

financial services industry.  That has, in turn, 

compromised underwriting standards as lenders chase 

lending opportunities.  Kotak Mahindra has not chased 

low-quality business, and so should, we believe, be able 

to sustain growth while avoiding a spike in non-

performing loans.  For the full year to the end of March, 

reported at the end of April, net interest income grew 

by 18%.  Top-down, many of India’s banks performed 

well during the month, especially as Modi’s re-election 

as Prime Minister materialised.  His clear victory has 

removed uncertainty, and with a clearer mandate for 

policy implementation, the Indian market is now more 

attractive to international investors. 

 

Adidas (+25 bps) reported Q1 results in May which 

were well received.  While there was no change to full 

year guidance, there was good news from both Russia 

and China.  Russia’s revenue growth of 22% (in 

constant currency) has come after years of decline, and 

management were able to keep a tight rein on 

operating expenses, allowing operating margins for this 

market to improve by 360bp.  China revenue growth 

reaccelerated from 13% last quarter to 16% this 

quarter.  Despite the move down the price architecture 

to capture a wider audience, operating margin in Asia 

rose by 260 bp (China is not separately reported).  

Strength in Russia and China should be maintained over 

the rest of the year.  In addition, supply-chain shortages 

in the US have meant an inability to keep up with 

demand, and that should ease in by Q4.  We are also 

more confident that management can address the 

weaker growth in Europe by repricing products across 

selective markets, going back to their roots in sports, 

and ensuring presence in the right channels (e-
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commerce).  We believe that guidance for the full year 

now looks conservative. 

 

Despite Alibaba (-127 bps) reporting strong FY 

2018/19 results, the stock corrected with the rest of 

the China stocks on the back of concerns on rising 

trade tensions.  Organic revenue growth of 39% was 

accompanied by what we perceived as a resurgence in 

confidence in management’s comments.  Alibaba’s 

guidance for revenue growth for the full year puts it 

ahead of all the other BAT and FAANG stocks, the 

Chinese and US tech giants.  We see its role in the 

modernisation of China as pivotal for the broader 

economy, especially among retailers and providers of 

consumer goods and services.  This is being achieved 

through offering efficiencies across the value chain, 

from inventory management and logistics, to payments, 

and to local deliveries.  The trade scuffle salvoes 

between China and the US are disconcerting, and are, 

we believe, the main driver of the stock’s performance.  

Nevertheless, we see Alibaba as central to attempts to 

shift China’s economy from exports to domestic 

consumption, and especially to spur developments in 

lower-tier cities and rural areas.  The obvious response 

to an intensification into a trade war would be to 

accelerate this already successful strategy, something 

that would benefit Alibaba. 

 

Tencent (-107 bps) reported mixed results in the 

month.  A big positive for us was the separate reporting 

of the “Fintech and Business Services” division, largely 

payments and cloud, which is now 25% of revenue, not 

that far short of the gaming division which is 33% of 

revenue.  Our disappointment was in Gaming revenues 

which fell 1%, something we expect to rebound once 

the licence application process is back on track, while 

Fintech and Business Services grew by 44%, and with 

increasing gross margins, despite lower take from 

interest income on deposits driven by regulatory 

changes.  Tencent is transforming the focus of its 

enormous business very rapidly, and we believe is likely 

to do so successfully.  Again, any intensification of the 

trade fracas would, we believe, ultimately benefit 

Tencent as it would accelerate China’s focus on 

domestic consumption. 

 

Huazhu Group (-76 bps) saw its Q1 profits hit by 

increased costs, especially around branding and IT.  We 

believe that there is a substantial opportunity to build 

out quality, mid-range hotels across China in a highly 

fragmented and underserved market.  Huazhu’s starting 

point for addressing this market is promising, with a 

strong position in budget hotels.  Its infrastructure is 

very appealing for hotel owners, with reservation 

systems, marketing, including branding, and numerous 

productivity tools that help owners to keep down 

costs.  This is demonstrated in the pipeline of new 

hotels, which is now the equivalent of 30% of the 

existing base, up from 19% a year ago.  In short, we 

believe that Huazhu is in another investment phase as 

it transitions to the mid-market, and from there we 

expect a resurgence in profitable growth. 

 

Proxy Votes Where We Voted Against Management or 

Exceptions from Policy 
 

1) Bank Rakyat Indonesia 

• We voted against management on changes in the Board due to the lack of information to enable an 

informed decision.  

2) Tencent Holdings 

• We voted against management on the approval for equity issuance because the limit was more than 

10% of the outstanding shares. 

• We voted against management on the authorization to reissue repurchased shares because no 

discount limit was specified. 

• We voted against management on the approval of the refreshment of the share option scheme’s 

mandate limit because directors eligible to receive options under the scheme are involved in its 

administration. 
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3) Mitra Adiperkasa 

• We voted against management on the amendment of the Articles of Association in relation to Business 

Activity because insufficient information was given to enable an informed decision. 

• We voted against management on the amendment of the Articles of Association in relation to Business 

Activity because insufficient information was given to enable an informed decision. 

4) Kable Farma 

• We voted against management on the affirmation of the Board of Directors and the approval of 

changes to the Board of Commissioners because one of the directors, Bernadus Karmin Winata was 

reclassified from an independent director to a director, and the absence of an independent director 

may compromise the Board's ability to scrutinise individual and corporate performance, and could 

suffer from conflicts of interest. 

5) PT Matahari Department Store 

• We voted against management in the approval to changes to the Board and remuneration for the 

directors and commissioners based on the lack of sufficient disclosure to make an informed voting 

decision. 

• We voted against management on the amendment of the Articles of Association in relation to it Main 

Business Activity because insufficient information was given to enable an informed decision. 

6) Universal Robina Corporation 

• We voted against the company in the elections of James L. Go as a director as his election would fail 

to meet the SEC’s independence criteria in the Code of Corporate Governance 

• We voted against the company in the elections of Patrick Henry C. Go as a director as his election 

would fail to meet the SEC’s independence criteria in the Code of Corporate Governance. 

• We voted against the company in the elections of Robert G. Go Jr. as a director as his election would 

fail to meet the 1/3 independence criteria in the SEC’s Code of Corporate Governance. 

• We voted against the company in the elections of Robert G. Coyiuto Jr. as a director as his election 

would fail to meet the 1/3 independence criteria in the SEC’s Code of Corporate Governance. 

• We voted against management on the approval of other matters since no specific detail was given, 

potentially undermining protection for minority shareholders. 
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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. 


