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Detailed Regional Commentary – July 2011 

Emerging Markets were weaker in July due to the possibility of increasing the US debt ceiling to avert a financial default and 

due to the Eurozone sovereign debt crisis. The Fund's benchmark MSCI Emerging Markets index was down 0.4% and the 

Fund outperformed the benchmark by 0.2%. Most of the outperformance came from the Asian and the Latin America sub-

portfolios, outweighing the negative contribution from the EMEA sub-fund. Stock selection was particularly positive in India and 

Brazil, offsetting negative stock selection effects, notably in South Korea and Russia. 

 

Nomura Asset Management Singapore 
Monthly Performance Review: Emerging Asia 

 

For the month of July, the Asian sub-portfolio recorded a return of 1.7%, compared with the MSCI Emerging Market Asia 

index return of 0.7% (in US dollar terms), resulting in an outperformance of 96 basis points.   

Both the top-down and bottom-up effects contributed to the positive relative performance of the portfolio. 

In terms of country allocation, the overweight exposures to Indonesia, Thailand and the Philippines and underweight exposure 

to China generated most of the added value. Positive stock selection was concentrated mainly in the markets of Taiwan, 

China, Thailand and India, while South Korea and Malaysia detracted from the performance.  

 

In Taiwan, Radiant Opto-electronics continued to outperform on a favourable outlook for smart phone and tablet demand. 

Apple’s second half guidance beat market expectations and therefore benefited supply chain related stocks such as Radiant 

Opto-electronics. However, most technology shares underperformed on uncertain global demand. As such, our positions in 

Chipbond, HTC, and Hon Hai Precision Industry detracted from the performance. The share price of Taiwan Fertilizer 

rebounded as global urea prices recovered, also helped by the cap on urea exports in China. 

 

In Thailand, foreign investors returned to the market after the elections on 3
rd
 July. Sectors such as Banks, Consumption, and 

Property all posted strong gains on expectations that political stability and pro-growth policies will help to boost earnings 

prospects. In addition, banks such as Kasikornbank reported results that were ahead of expectations, outperforming the sector. 

The positive sentiment also helped Industrial land owner Amata Corp, benefiting from rising expectations for investments in 

Thailand. PTT underperformed the market on the back of lower oil prices. 

 

The China and India also contributed positively, despite negative country returns at index level. Defensive China Mobile, auto 

company Dongfeng Motor and China Shenhua Energy, offset the negative sentiment in the market. Similarly in India, 

outperformance was led by auto company Bajaj Auto, and ITC, a defensive consumer stock. 

 

The Korean equity portfolio underperformed in July. Our large overweight exposure to Hyundai Mobis hurt as investors locked 

in profits amid a strong rally of this year. This was despite reported earnings in-line with expectations. Our holdings in Lotte 

Shopping also weighed on the performance as investors were worried that it could report losses in China. Non-life insurers 

Dongbu Insurance detracted after investors overreacted to floods in Korea that are unlikely to have a meaningful impact on 

earnings. On the other hand, the position in Korea Zinc added to the relative performance along with rising gold prices. And 

Samsung Electronics also outperformed on buoyant Galaxy smart phone sales, surpassing Nokia and Apple for the first time, 

and improving the product mix shift to speciality DRAM.  

 

Malaysia’s equity market declined amid the heightened global uncertainty and rising political risk following the government’s 

crackdown on a Bersih (Coalition for Free and Fair Elections) rally. The main outperformers during July were defensive and 

dividend yielding stocks like Petronas Dagangan, DiGi and Telekom Malaysia. Hence, the cyclical positioning of the portfolio in 

stocks such as Malaysia Marine and Heavy Engineering underperformed. However, the share price of Bumi Armanda surged on 

listing, and added positively to the performance.  

 

Market Outlook and Portfolio Strategy: Emerging Asia 

 

Our latest strategy meeting was held against the backdrop of an increasingly turbulent environment in the developed 

economies. Whilst the US debt ceiling limit was eventually raised, the apparent spread of the European sovereign debt crisis 

and concerns that the world economy might be about to enter a sharp slowdown are having a serious impact on confidence 
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in the global equity markets. We are adopting a slightly more sanguine outlook. Our base case scenario is that the crisis in 

peripheral Europe will be contained, but growth rates in the developed economies will remain soft. 

 

Asia Pacific markets have been resilient so far, and they are now seen paradoxically as relatively safe havens. In addition, the 

greatest risk to the Asian economies is excessive inflationary pressure, so the current global environment should help to 

alleviate this pressure.  

 

We acknowledge that August and September are seasonally weak months for Asian equities. Superimpose this factor over 

fragile confidence in the equity market globally, and we can expect further downside in the near term. However, we are still 

confident that regional markets can rally strongly by the year-end. Valuations are attractive, corporate profit growth is strong 

and domestic investor confidence is buoyant. 

 

Our negative view of China is well known and remains unchanged. We acknowledge that such bearish views are becoming 

more mainstream, although it has not yet reached levels where a contrarian approach is warranted. Conversely, our Korean 

overweight exposure has also been validated. We harbour some concerns about overly optimistic short-term profit expectations, 

but the longer-term picture remains positive. 

 

We still like the smaller ASEAN markets and decided to further increase the exposure to Thailand. While the decisive election 

result was a surprise, the economy and corporate earnings continue to deliver positive news. In addition, valuations are still 

reasonable. 

 

Charlemagne Capital  
Monthly Performance Review and Market Outlook: EMEA  

 

EMEA stockmarkets fell 0.5% in July as measured by the MSCI Emerging EMEA Index, and the Emerging EMEA sub-manager 

underperformed this index by 1.0%.  

 

EMEA stockmarkets were slightly weaker in July with share prices falling in most countries though Russia, where a strong 

financial position continued to provide support, again outperformed whilst South Africa also held up relatively well. Turkey 

suffered from a further fall in the lira as economic concerns remained unanswered whilst Hungary, not represented in the 

portfolio, lost ground as a result of its exposure to the strengthening Swiss franc. 

 

Against a backdrop of generally subdued share price activity and few corporate developments of note, a number of changes 

were made to the portfolio during the month. The holding in the discount South African retailer Mr Price was divested 

following a period of strong relative performance in favour of a new position in Holdsport, the leading sports and outdoor 

equipment retailer in South Africa, which came to the market via an IPO priced at the bottom of its indicative range, giving an 

upside to the share price of at least 30% on conservative estimates. The stock currently trades on less than 10 times this 

year’s earnings and with the company looking to branch out into other areas, its prospects are encouraging. The outlook for 

South African retailing in general looks to be strong following some inflation-busting wage hikes and exposure to Lewis Group, 

the furniture retailer, was also increased. 

 

At the same time the position in the South African construction group Aveng was divested, as the expected orders from the 

likes of Eskom have failed as yet to materialise leading to pressure on margins as the company attempts to secure orders 

elsewhere. The whole sector looks cheap but until there is more clarity on the timing of the original orders, which is likely to 

lead to a re-rating, there are better opportunities elsewhere. 

 

In Russia, the position in the retailer O’KEY is being run down with exposure to the sector now focused on X5 Group. O’KEY 

has disappointed since it came to the market, its programme of new store openings has been more skewed towards the end 

of the year than anticipated as a result of which its earnings guidance has been lowered on several occasions. This was 

compounded by some inept communication with the market, causing the company to lose credibility, with its share price falling 

below its IPO issue price as a result. In contrast, X5 is in a consolidation phase with a strong management now looking to 

reduce debt. It is a well diversified company, selling across most formats, and although similar in many respects to the market 

leader Magnit, it is more attractively valued. In July alone the O’KEY share price fell 17%, whilst X5 was 7% higher, helped 

also by some strong first half results. 

 

Turkey saw a number of sharp share price falls, including white goods manufacturer Arcelik down 12% and car group Tofas, 

10% lower, even though such companies, as exporters, stand to gain from a weaker lira. 

 

Market conditions remain challenging, though the present volatility can lead to the sort of valuation discrepancies from which 

the portfolio can profit, given the consistent application of its bottom-up investment process. 
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Ashmore EMM, L.L.C        
Monthly Performance Review: Latin America   

      

For the month of July the Sub-fund outperformed by 1.2% as it lost 2.2% compared with the MSCI Latin America benchmark 

that was down 3.4% during the same period.   

 

Petrominerales in Colombia was the Sub-fund's top individual stock contributor after it sharply recovered on the expectation, 

then announcement, of inclusion in the local stock exchange. Our overweight in Mexichem, the Mexican chemicals 

conglomerate, was the second largest contributor to the Sub-fund's performance as the company increased its guidance for 

the year and provided additional details on its midterm attractive expansion plan. Our overweight position in Liverpool, the 

leading department store chain in Mexico, also added to performance as the company continued delivering strong results with 

double digit store sales growth for the period and positive prospects for the rest of the year. 

 

Braskem, the petrochemicals company in Brazil, was the largest detractor on increased concerns over the company’s ability to 

sustain growth in the face of increased imports and slower domestic consumption. Our zero weight in Brazil Foods was the 

second largest detractor of performance after the stock spiked up on a favorable ruling from the local antitrust regulator 

regarding the Sadia-Perdigao merger. From a sector viewpoint our overweight in Energy in Colombia and Brazil along with our 

overweight in Consumer Discretionary, also in Brazil, were the top sources of value-added for the Sub-fund, while Health care 

in Mexico and IT in Brazil were the largest sources of value subtracted. At country level most positions added value led by 

Brazil and followed by Colombia and Mexico with the only exception being our underweight in Peru. 

 

Peru stocks recovered on the back of better than expected cabinet announcements by the newly elected Humala 

administration. Chile was also down as the market continued trending down on high valuations and adjusting to lower growth 

expectations. In Mexico the economy continued in recovery mode but manufacturing exports began to show some signs of 

softening after very robust growth during the earlier part of the year.  

 

Market Outlook and Strategy: Latin America 

 

Latin American equities now offer more attractive valuations but we are more cautious considering an outlook of lower global 

economic growth beyond mere moderation. The focus on risks now shifts from inflation and currency strength to the expected 

magnitude of the slowdown in economic growth. In Peru, social and political stability are risks we monitor as the new 

presidential cabinet takes hold. We maintain our value bias in the portfolio with an increased focus on quality in more 

defensive positions, particularly in cheap consumer staples. 

 


