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Fund description 

The Fund is an actively managed fund investing in a high 
conviction portfolio of 25–40 emerging markets equities. 
 
Target market 

The Target Market Determination (TMD) for the Fund sets out 
the class of consumers for whom the product, including its 
key attributes, would likely be consistent with their likely 
objectives, financial situation and needs. To access to the 
TMD and other Fund documentation visit our website. 
 
Investment strategy 

The Fund has a high conviction focused strategy and invests 
in emerging markets equity securities, taking meaningful 
positions at the company level seeking to identify the best 
opportunities to add value. 
 
Investment objective 

The Fund aims to provide a total return consisting of capital 
growth and income that outperforms (after management 
costs) the MSCI Emerging Markets Net Total Return Index 
over a rolling full market cycle (normally 3–5 years). 

 

Active security positions 

Overweight Underweight 
Hdfc Bank Limited Tencent Holdings Ltd 

Ping An Insurance 'H' Cny1 China Constr Bank 'H' Shs Cny1 

Samsung Electronics Krw5000 Housing Dev Finance Corp Inr2 

Bank Central Asia Pt Idr62.50 Icici Bank Ltd 

Naspers Ltd - N Shares Zar2 Vale S.A. Npv 

 

Active industry positions 

Overweight Underweight 
Semiconductors & Semiconductor 
Equipment 

Materials 

Banks Capital Goods 

Retailing Utilities 
Energy Diversified Financials 

Food, Beverage & Tobacco Software & Services 
 

Fund information 

Inception date 27 July 2018 
Fund size $ 201.4m 

Management fee 1.20% pa 

Performance fee* Yes 

Minimum initial investment $50,000 

Typical number of holdings 25 to 40 

Distributions Annually 

Buy/sell spread +/- 0.40% 

Currency management Unhedged 

APIR code UBS8018AU 
* The performance fee is calculated as 20% of the amount by which the Fund 
outperforms the MSCI Emerging Markets Net Total Return Index 

 

Country/regional allocation (%) 

 

 China 28.4 
 South Korea 12.4 
 India 12.0 
 Taiwan 11.3 
 Indonesia 6.2 
 South Africa 6.1 
 Brazil 5.9 
 Mexico 3.4 
 United States 2.7 
 United Kingdom 2.6 
 Thailand 2.5 
 Saudi Arabia 2.1 
 Hungary 1.4 
 Cash 3.2 

 

 

Section allocation (%) 

 

 Financials 27.8 
 Information Technology 25.4 
 Consumer Discretionary 19.3 
 Energy 8.9 
 Consumer Staples 7.1 
 Communication Services 3.9 
 Materials 3.4 
 Health Care 1.0 
 Cash 3.2 

 



 

 
 

Investment performance 

Fund 
1 month 

% 
3 months 

% 
1 year 

% 
3 years 

% pa 
5 years 

% pa 
Since inception* 

% pa 
Total return (0.83) (2.11) (3.73) (1.07) - (0.18) 
Benchmark** 0.20 1.57 0.53 4.00 - 2.42 
Added Value (1.03) (3.68) (4.26) (5.07) - (2.60) 

* 27 July 2018. 
** MSCI Emerging Markets Net Total Return Index. 
Performance figures are net of ongoing fees and expenses. The performance figures quoted are historical, calculated using end of month redemption prices, and do not 
allow for the effects of income tax or inflation. Total returns assume the reinvestment of all distributions. Performance can be volatile and future returns can vary from past 
returns. Differences may arise as Russian securities were partially suspended from trading since 25th of February 2022. 

 

Performance/attribution comments 

The strategy underperformed the benchmark over the 
reporting period. Performance was positively impacted by 
stock selection in Financials and Communication Services. In 
contrast, stock selection in IT and Materials detracted most. 
On the stock level, our holdings in Ping An Insurance, Eicher 
Motors and HDFC Bank contributed positively. Ping An 
Insurance outperformed as investors turned more optimistic 
with the company’s release of Q1 2023 results which showed 
that agent productivity and growth were better than 
expected. Eicher Motors recovered after being oversold on 
profit-taking and concerns of market share loss as new 
competing products are being launched by existing 
competitors as well as international players. HDFC Bank 
outperformed as investors cheered a pause in India’s rate hike 
cycle, boost real estate stocks and other potential 
beneficiaries. In addition, investors are looking toward its 
merger with its parent HDFC Ltd, which is pending final legal 
approvals and expected to be completed in Q3. This would 
likely lead to inclusion in the MSCI indices. On the other 
hand, our holdings in Mediatek, Longi and JD detracted. 
MediaTek underperformed as investors took profit from the 
rally over the last few months to reassess rising geopolitical 
tensions and pace of demand recovery. LONGi 
underperformed in April as investors expect a drop in prices 
of polysilicon, wafer, cell and module, due to market 
concerns of more downside ahead, driven by new supply. We 
believe that the long-term growth outlook remains intact. JD 
underperformed alongside the internet sector on concerns 
about rising competitive intensity as well as investors’ concern 
over the pace of China’s economic recovery. 

 

Market review 

Emerging Markets posted losses for the reporting period. 
Investors took profits and reassessed the rising geopolitical 
tensions between US-China in the second half of April after 
reports on Biden’s plan to limit US businesses’ investment in 
key areas of the Chinese economy like AI and Semiconductor. 
Performance across sectors was rather broad, with Energy, 
Financials and Health Care contributing the most, while 
Consumer Discretionary, Communication Services and IT were 
the key detractor. On the market level, Taiwan fell due to 
geopolitical tensions as well as profit taking across IT names 
after strong Q1 recovery. Lastly, LatAm also retreated as Brazil 
submitted its new fiscal rule for congress approval. 

 

 

Outlook 

Investors are mulling over a potential financial crisis, sparked 
by concerns in the US regional banks and EU/UK commercial 
real estate markets. Our team’s view is that, while the indirect 
impact from contagion fear and general heightened risk 
aversion could keep markets volatile in the short run, our 
portfolio’s direct exposure to the banking sector remains 
fundamentally robust as the banks we hold in our Asia equity 
portfolios are leading institutions with strong balance sheets - 
high liquidity and capital ratios, stable and diversified deposit 
base, quality track record and conservative strategies with 
limited exposure to non-core business. Most have deposit-
heavy franchises - this reduces Asset and Liability 
Management (ALM) risk. This is in line with recent regulatory 
developments which favor a conservative approach. 

In the event of a global recession, Asia could arguably 
outperform. India and Indonesia are increasingly being 
supported by domestic demand. While trade-oriented 
economies like Singapore, Malaysia and Vietnam may be 
negatively impacted through exports and manufacturing, 
certain segments may still benefit from the outsourcing trend. 
China’s recovery could lend a helping hand to the region, 
with China being ASEAN’s major trading partner accounting 
for about 20% of ASEAN’s total trade value. In addition, 
inflation has been moderating in Asia, thus allowing most 
Asian central banks to pause rate hikes soon. 

China’s ongoing recovery continues to show up in activity 
data such as parcel volume and express delivery within e-
commerce, hotel occupancy rates, etc albeit more gradually 
than initially anticipated when China abruptly exited from its 
zero-covid policy. Given there has been no major 
consumption stimulus, unlike in some developed market 
economies, we expect the recovery to continue at a measured 
pace and inflation to remain manageable. Geopolitics is 
keeping some investors at bay from the China market, while 
confidence in the China luxury consumption story appears to 
be driving global China-themed stocks higher, such as LVMH 
and Prada. As investors mull over appropriate entry points 
into the China market,  valuations in China remain attractive. 
China’s 1Q GDP surprised on the upside due to consumption 
rebound and better-than-expected property activity. March 
property sales rose 0.1% yoy, the first positive yoy growth 
since mid-2021. Overall there is improvement in sentiment for 
Chinese equities in the short term. In the longer term, we 
bear in mind certain risks including geopolitics and investor 
worries that the new top leadership’s objectives may imply 
more redistributive policies, curtailment of free private 
enterprise, and thus weigh on longer term economic growth. 
We believe it is too early to draw definitive conclusions and 
we will monitor the Chinese government’s actions, as well as 
its stance towards the private sector and entrepreneurs.  

  



z 
 

Tech-heavy markets Taiwan and Korea are outperforming the 
region year-to-date, though the economically sensitive tech 
sector continues to be under pressure from concerns about a 
global slowdown. Our research trip to Taiwan in March 
showed signs of cyclical bottoming in certain segments. We 
think the industry cycle may bottom out in the next few 
months, as we have seen an industry glut, order cuts and 
destocking. However end demand would ultimately be 
subject to the global economic cycle. The industry dynamics 
for semiconductors remains structurally positive, and has even 
improved during this period of depressed sentiments. Many 
companies are likely to see their profitability improve 
compared to pre-covid years. We believe we need to ride 
through the economic downcycle for the sector, hence we 
remain overweight.  

In ASEAN, Vietnam, Thailand and Singapore are likely most 
leveraged to a recovery in Chinese tourism. Asia-ex-China is 
also expected to benefit from the outsourcing story brought 
about by the China-plus-one and to an extent, also as 
European industry and manufacturing get impacted by 
energy shortages. Supply chain shifts are typically gradual but 
we are already seeing the emerging effects of this in 
Southeast Asia and India. Meanwhile we are monitoring 
political uncertainties in ASEAN – Thai elections on 14 May 
2023 and the lead up to Indonesian elections in April 2024 as 
President Jokowi is constitutionally barred from a third term. 

Indonesia benefitted from higher energy and commodity 
prices, and has also put in place reforms to position it to 
benefit from supply chain diversification. Among the reforms 
are education and labour laws, one of the important ones 
being the Job Creation Omnibus Law. There have also been 
initiatives to build out the EV supply chain given Indonesia’s 
nickel ore supply. Financial health of corporates and 
households remains robust which should support domestic 
demand recovery.  

The Indian market had been seeing some rotation out of the 
market recently, as valuations started to look relatively more 
expensive despite fundamentals still being strong. During our 
recent research trip to India, we found the “Made in India” 
theme to be progressing well, with FDI flowing into the 
country. However the supply chain still needs to be built out. 
The government has put in place certain initiatives such as 
production-linked incentive scheme and corporate tax cuts to 
capture some of the manufacturing diversification out of 
China, which should drive economic growth. We are seeing 
encouraging trends, with new investments rising to an all-
time high in Q1 driven by private sector projects. Having said 
that, its higher-than-normal fiscal deficit, partially due to the 
pandemic impact, and growing current account deficit need 
to be monitored.  

Outside of Asia, the economies Eastern Europe are doing 
better than expected despite the circumstances, not last due 
to help from increasing funds from the EU, worth up to 3% 
of GDP in the coming years. The Middle East should be 
benefiting from structural reforms. However, given the 
valuation, active stock selection continues to be the key in 
this region. With respect to Latam, uncertainty around Brazil 
has increased since the election of Lula. On the one hand, 
Brazil was very quick to tighten the monetary policy, so as a 
result the inflation has been already falling during 2022. 
Brazil might be among the first countries to cut rates in 2023 
– this could help to maintain the economic momentum 
during 2023. On the other hand, there has been mixed signal 
from the new president in terms of fiscal discipline and 
degree of state intervention into the markets. Rates might 
stay higher for longer and both FX and growth might become 
weaker than expected. Hence, we continue to monitor the 
risk coming from the latest election. It still remains to be seen 
as to how much check and balance the conservative congress 
and senate can exercise on the executive branch. 

 

 

 

 

 

 

 

 

 

 

Client Services    

Telephone: (03) 9046 4041 Freecall: 1800 572 018 Email: ubs@unitregistry.com.au www.ubs.com/am-australia 

Investors should consider the PDS and seek professional financial and taxation advice before deciding whether the product is appropriate for them and whether 
to acquire, or to continue to hold the investment. Your investment in the Fund does not represent deposits or other liabilities of UBS or any member company of 
the UBS Group including UBS Asset Management (Australia) Ltd (ABN 31 003 146 290) (AFS Licence No. 222605), the issuer of the Fund. Your investment is 
subject to investment risk, including possible delays in repayment and loss of income and capital invested. The repayment of capital or income is not guaranteed 
by any company in the UBS Group. Offers of interests in the Fund are contained in the Product Disclosure Statement dated 26 September 2022. Any potential 
investor should consider the relevant product disclosure statement (PDS) in deciding whether to acquire, or continue to hold, units in a fund. UBS has also issued 
a target market determination (TMD) that describes the class of consumers that comprises the target market for each UBS fund and matters relevant to their 
distribution and review. A copy of the PDS, PDS addition information and TMD is available from UBS Asset Management (Australia) Ltd, the issuer of the UBS 
Funds, on our website https://www.ubs.com/au/en/asset-management.html or by calling (03) 9046 4041 or 1800 572 018. The PDS for this fund is only available 
to persons receiving the PDS (electronically or otherwise) while physically in Australia, unless expressly authorised by us in writing. The offer does not constitute 
an offer or invitation in any place in which, or to any person to whom, it would be unlawful to make such an offer or invitation. This Fund (or the PDS) has not 
been registered under the laws of any jurisdiction outside Australia. The Fund may not be offered or sold in the United States of America or to ‘U.S. Persons’ (as 
defined in ‘Regulation S’ of the Securities Act of 1933, as amended). 

This document may not be reproduced or copies circulated without prior authority from UBS Asset Management (Australia) Ltd. 

© UBS Group AG 2023. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. 
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