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Disclaimer
This information is prepared by Paradice Investment Management Pty Ltd (ABN 64 090 148 619, AFSL No. 224158) (Paradice, we or us). This material is not intended to constitute advertising 
or advice (including legal, tax or investment advice) of any kind. These materials are not to be distributed and must not be copied, reproduced, published, disclosed or passed to any other 
person at any time without the prior written consent of Paradice. Equity Trustees Limited (ABN 46 004 031 298, AFSL No. 240975) (Equity Trustees) is the responsible entity of, and issuer of 
units in, the Paradice Global Emerging Markets Fund (ARSN 628 716 085) (Fund). Equity Trustees is a subsidiary of EQT Holdings Limited (ABN 22 607 797 615), a publicly listed company on 
the Australian Securities Exchange (ASX:EQT). In deciding whether to acquire, or to continue to hold, units in the Fund please read the current product disclosure statement available from 
Paradice. Past performance of the Fund is not a reliable indicator of future performance. The value of an investment in the Fund may rise or fall. Returns are not guaranteed by any person. 
Total returns are calculated before tax and after ongoing management costs. We encourage you to think of investing as a long-term pursuit. In preparing this information, we have not 
considered your investment objectives, financial situation or needs and therefore the Fund may not be suitable for you. You should have regard to your own individual objectives, financial 
situation and needs and, if necessary, seek independent professional advice before you make any investment decision.  Neither Paradice, Equity Trustees, nor any of their respective related 
parties, directors or employees, make any representation or warranty as to the accuracy, completeness, reasonableness or reliability of the information contained in this publication or accept 
liability or responsibility for any losses, whether direct, indirect or consequential, relating to, or arising from, the use or reliance on any part of this material. Any rates of return, forecasts or
estimates contained in this publication are not guaranteed. The content of this publication is current as at the date of its publication and is subject to change at any time. It does not reflect any 
events or changes in circumstances occurring after the date of publication.

Fund Objective
The objective of the Fund is to outperform the MSCI Emerging Markets Net Total Return Index (AUD) over a three to five year period (after 
management costs and before tax).

Performance Net (%) 1
Month

3
Month

Since
Inception*

p.a.
Global Emerging Markets Fund -11.28 -10.27 7.32
MSCI EM (Emerging Markets) - Net Return -10.88 -12.25 -2.77
Excess Return -0.40 1.98 10.09
* Inception date - 15 May 2019

Fund Details

APIR Code
Fund Size (AUD m)
Number of Stocks
Weighted Average Market Capitalization (AUD)
Fund Currency
Distribution Frequency
Management Fee
Performance Fee
Buy Sell Spread
Minimum Investment (AUD)

ETL2741AU
$162

42
$158,716

AUD
Semi-Annually

1.25% p.a.
15% p.a.
+/-0.40%
$20,000

Top 10 Positions
Weight %

Alibaba Group Holding Ltd. 5.34
Tencent Holdings Ltd. 4.79
Taiwan Semiconductor Manufacturing Co., 4.79
New Oriental Education & Technology Grou… 4.57
HDFC Bank Ltd. 4.21
AIA Group Ltd. 4.05
GDS Holdings Ltd. 3.87
Hang Lung Properties Ltd. 3.42
Li Ning Company Ltd. 2.92
PT Telekomunikasi Indonesia (Persero) Tbk 2.78

Country Allocation

China 38.47%

India 10.48%Hong Kong 9.19%

Brazil 8.43%

Taiwan 5.56%

Russian Federation

2.92%

Indonesia 2.78%

Other EM 6.16%

Developed 9.10%

Cash 6.90%

Sector Allocation
Communication

Services 11.82%

Consumer

Discretionary

21.53%

Consumer Staples

10.85%

Energy 2.25%Financials 12.42%

Health Care 4.28%

Industrials 10.76%

Information

Technology 10.40%

Materials 4.01%

Real Estate 4.79%

Cash 6.90%
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Contact

Phone: 02 8227 7400

Email: distribution@paradice.com

Website: www.paradice.com



Commentary

MARKET REVIEW

For the purpose of comparison, commentary is quoted in AUD terms 
except where stated otherwise.

The Emerging Markets started the year off strong but peaked on 
January 20 as China first started to sound the alarm on the 
corona virus. By March the rest of the world became embroiled in 
the corona virus crisis and the entire Index was pulled down 10.88% 
during the month. The quarter was marked by extreme volatility. In 
March alone 15 out of 22 trading days ended greater than +/- 2%. 
While corona virus was the main cause of market sell off, the 
collapse in oil prices as a result of a dispute between Russia and 
Saudi Arabia (>60% decline in Brent during quarter) as well as a 
shortage in dollar liquidity enhanced the sell off and volatility. 
Through much of the quarter the US dollar proved its safe haven 
status and the desire to hoard dollars led to a significant amount 
of EM outflows which put pressure on EM currencies. 

During Q1, in terms of the main markets, China was the star, up 
3.12%. The other North Asian markets, Taiwan and South Korea, also 
proved to be relatively more resilient with losses of 7.05% and 10.93%, 
respectively. The rest of the markets including Latin America, Eastern 
Europe, South Asia, and ASEAN all performed rather poorly. Of the 
larger markets, India was down 20.90%, Brazil down 42.84%, South 
Africa down 31.48%, and Russia down 26.91%. China, Taiwan, and 
South Korea performed much better because they were hit with the 
virus earlier and given their prior experience with SARS, were far 
better equipped to control the virus than other countries. Additionally, 
these geographies are on more solid footing from a macro perspective 
than many other emerging economies that experienced both stock 
pressure and currency pressure as a result of greater dependence to 
commodities, operating twin deficits, and a poorer population less able 
to withstand a shutdown.

From a sector standpoint, healthcare and communication services 
proved to be most resilient, up 5.10% and 3.81% respectively, 
while energy, financials, and materials were the worst performers, 
down 30.94%, 20.83%, and 20.39% respectively. Given the sell off 
was virus driven, it came as no surprise that healthcare proved 
most resilient. Work from home and shelter in place orders 
also benefited communication services. Commodities were impacted 
by the collapse in oil as well as the coordinated supply/demand shock 
from the virus, while financials are cyclical levered instruments.

PERFORMANCE

Paradice Emerging Markets performed well on a relative basis through 
January and February, but in March when the rest of the world was 
swept up in the crisis, correlations spiked rather high and we were 
unable to meaningfully separate from the benchmark. A large part of 
this was due to our structure of being underweight South Korea and 
Taiwan, which we do not view to be emerging, and being overweight 

Brazil and India, which unfortunately proved to be more fragile. As you 
can see from our top and bottom contributors the top were all from 
China while the bottom were largely from Brazil and India.

The top contributors to performance for the quarter were as follows:

GDS (China) GDS is one of China’s largest carrier neutral data center 
operators focused mostly on wholesale customers such as cloud and 
Internet companies. The company has been a strong performer during 
COVID-19 in China as hyperscalers have seen record demand with 
people are staying home more and working from home. The company 
reported a strong set of Q4 results and 2020 guidance assumes more 
of the same even in spite of the coronavirus. 

Tencent (China) Tencent is very well positioned in the current 
environment both as an entertainment outlet and utility provider. As 
the undisputed leader in mobile gaming, it is benefitting from a surge 
of interest and time spent on its key titles as consumers look for 
alternate forms of entertainment while spending more time at home.
The company has been playing a pivotal role in helping offline 
companies quickly transition online via mini programs. While 
consumer behavior will certainly normalize to a degree, it is fair to 
expect that many of these new behaviors that benefit Tencent will 
prove quite sticky.

Shenzhen Mindray Bio-Medical Electronics (China) Shenzhen 
Mindray is China’s largest medical device maker with top-three market 
share in numerous product categories and a global presence. Almost 
overnight, demand for its products surged as China and countries 
across the world realized they were severely lacking in supply of 
ventilators and patient monitoring devices, which are key products in 
Mindray’s portfolio. Although demand will normalize, Mindray’s brand 
will benefit and we anticipate additional export opportunities will open 
up for the company. Domestically, the company continues to gain 
share in both the low- and high-end of the market.

The top detractors from performance for the quarter were as follows:

YDUQS (Brazil) YDUQS is a post-secondary education company in 
Brazil. The company underperformed during the quarter as mounting 
concerns over the Brazilian economy and potential disruptions to the 
company’s business model and student base weighed on the stock.
Although YDUQS has a strong distance learning alternative to its face 
to face courses, investors are concerned about retention and future 
intake cycles should job losses mount and affordability decline.

HDFC Bank (India) Indian financials as a whole suffered during the 
quarter and experienced a significant de-rating as the economic 
impact of India’s containment response to the Coronavirus comes into 
view. Although HDFC Bank is one of the best positioned banks to ride 
out the storm and take an inordinate amount of share from weaker 
competitors, it will not be immune to asset quality issues, and will 
experience a temporary slowdown in loan growth.
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Grupo Aeroportuario del Sureste (Mexico) ASUR operates airports 
in Mexico, Puerto Rico and Colombia. The company is being 
negatively impacted by the significant reduction in air travel due to 
various flight restrictions and public fears around the coronavirus. 
Although ASUR has experienced and managed through many other 
demand shocks, this one is unique in both its severity, speed of decline 
in air traffic, and unpredictable path to recovery.

Portfolio Changes

We initiated five new positions and exited six positions in Q1. This is a 
higher level of turnover than normal due to the extreme volatility we 
experienced as a result of COVID-19. Our portfolio had not accounted 
for the risk that most of the World would shut down. The transactions 
were done to help us manage risk and to high-grade into higher quality 
names that will be more enduring through the crisis and coming out of 
it.

In the quarter we purchased a Chinese medical device company, a 
Chinese building materials company, a Chinese property management 
company, an Indian property company, and an Indian insurance 
company.

OUTLOOK

While Q1 proved challenging, it is difficult to pinpoint when and if a 
material rebound will be on the horizon or if the virus led shutdowns 
will push us into a global recession or even depression. Much of that 
will depend on the depth and duration of the coronavirus pandemic as 
well as the depth and duration of the shutdowns for many of our 
geographies which really only started to defend against the virus in 
mid-March. For many companies, Q2 will prove to be more challenging 
than Q1 fundamentally speaking. Looking at recent prior financial 
crises could be misleading as we’ve yet to experience a crisis brought 
about by a virus and one that has led to significant parts of the global 
economy effectively shutting down. This has brought both a sharp 
supply and demand shock.

While we are not epidemiologists, we continue to track the growth in 
number of cases for most of the major markets as China has proven to 
be a good case study. For their hardest hit city of Wuhan in the Hubei 
province, the area took roughly two months of lockdown to get to 0 
new infections and now three weeks later, the government will be 
lifting quarantine measures. Most of the rest of the country is already 
back to work and in school but still slowly resuming other activities, 
especially ones that involve large gatherings. The Chinese market 
seemed to bottom when the number of cases peaked in China and so 
a positive signal for the rest of the world would be when cases begin to 
peak in many of the key countries.

In the meantime, the US Fed has come out to inject a massive amount 
of liquidity to provide dollars to the market which has helped in the 
short term including providing US dollar swap lines to key EM central 
banks. Without Fed involvement, funding would’ve become a much 
bigger issue within the emerging markets.

With all this said, at Paradice we are very much bottom up stock 
pickers focused on long-term compounding. In the very short term we 
are no better equipped to call the direction of the market than anyone 
else, but over the medium to long term we believe we have an ability to 
identify enduring business models that will survive a downturn as 
well as an ability to exercise sound judgment calls on which 
businesses will be relative winners. This has enabled us to reposition 
and rebalance the portfolio to hopefully come out of the crisis in good 
shape as there have been some very high-quality franchises thrown 
out with the bathwater. Amidst this uncertainty, we remain mindful 
of protecting on the downside while ensuring we are not broadly 
selling out of our most beaten up names to chase those that have 
been more resilient. Our companies are positioned from a 
balance sheet perspective to continue to weather this storm and are 
better positioned than their peers such that coming out they 
should be gaining substantial market share as lower quality, more 
financially challenged companies are forced to exit. We have 
continued to maintain a small amount of cash to provide us 
flexibility to transact on the buy side without forcing our hand on the 
sell side.




