
BLACKROCK SOLUTIONSEQUITIES FIXED INCOME LIQUIDITYREAL ESTATE ALTERNATIVES

Oriflex BP Regeling
Oriflex Emerging Markets
Stichting Pensioenfonds Atos Origin

Omvang fonds

Waarde begin van de periode €2,793,056

Waarde eind van de periode €3,150,204

Tweede Kwartaal 2020

Investment Review

The fund outperformed its benchmark over the quarter.

Activity

June saw a continued market recovery underpinned by stronger economic data which helped the
US market achieve its best quarterly performance for 35years. EM Equities (+7.4% in June) which
had been a laggard in the rally have managed to outperform DM (+2.6%) this month, starting its
catch up on other markets.

Supportive of global equities was optimism around peaking covid cases particularly in Europe and
signs the world was past “peak lockdown” and that from here economies would gradually reopen
and economic activity normalise. This was balanced towards the end of the month by localised
increase in numbers of cases in the US in particular.

Healthcare (+15.9%) was again the best performing sector in EM, followed by Communication
Services (+12.1%) and Technology (+10.2%). Utilities (-0.6%) was the only sector in the red this
month. Also noteable was the continued good performance of cyclical commodities led by Oil and
Copper.

At the regional level, Asia (+8.4%) once again led the rally with China and North Asian Markets the
strongest. Latam (+5.3%) lagged on the back on continued Covid cases in Brazil and Emea (+3.4%)
underperformed despite the positives around the European rescue plan.

(all performance data from MSCI, total return in USD)

Portfolio Positioning

Performance over the quarter was relatively well spread out, as EM surged supported by easy
monetary policy, larger than expected stimulus and improving economic activity. Selection in China
was the largest contributor to relative performance. Vaccine manufacturer, Walvax, was among the
strongest performers, supported by strong sales momentum and market share gains for its PCV13
vaccine. Macau gaming name, SJM Holdings, also performed well as the market is starting to look
through 2020 into 2021, which should benefit from the expected opening of its Grand Lisboa Palace
property. More recently easing lock down restrictions had supported positive price momentum in
anticipation of increased summer travel. Elsewhere Indonesia was also among the top contributors.
Astra International outperformed amid broader risk-on sentiment in Indonesia and the disposal of
their Permata asset. Brazilian ecommerce B2W was the quarter’s best performing stock as the
company continues to see strong gross merchandise volume growth, and should be better insulated
from Covid impact, relative to brick and mortar heavy competitors.

On the other hand, Indian selection was the period’s largest detractor. Financials exposure weighed
on returns as the sector corrected sharply in May likely driven by the special economic package not
addressing a one-time restructuring of bad loans and an extension of the current loan moratorium,
increasing risks of ballooning payments later in the year. Exposure to HDFC and ICICI both hurt the
fund. A lack of positioning in Reliance Industries also detracted following an announcement that
Facebook will buy a 9.99% stake in Jio, the company’s digital platform arm. Chinese Cement
producer Anhui Conch detracted as stronger than usual seasonal rains weighted on cement prices
in the short term. We remain bullish on the stock as Chinese stimulus should be directed towards
construction and infrastructure, which we believe is not yet priced in. Exposure to South Africa and
Mexico both weighed on relative performance, while an overweight to Bank of China was the
period’s biggest loser.

Carry continues to be an area of focus for the team as global stimulus and signs of economic re-
opening should help pave the way for a return of foreign capital flows. Over the period we
selectively added to India, Indonesia, and Brazil to support these views. Elsewhere, we’ve targeted
cyclical stocks that can benefit from fiscal stimulus response such as cement names, ACC in India
and Anhui Conch in China, as well as select gaming names that can benefit from easing lockdown
measures. We’ve also targeting market leaders in sectors that have suffered severe price
dislocations such as travel/leisure and energy. More recently we’ve initiated a position in Hungary’s
OTP Bank on an improving top-down of Eastern Europe as we exit from Covid-19

On the other hand, we’ve reduced exposure to more defensive areas of the market such as
consumer staples and telecoms. We notably trimmed exposure to FEMSA and existed Walmex
following strong outperformance into earnings season earlier in the period. In Thailand we exited
our position in CP Foods given decreasing conviction partially due to higher leverage. In China we
exited China Mobile.

The Fund ended the period overweight Indonesia, Russia, and Hungary, while being underweight
South Africa, China, and Saudi Arabia. Within sectors we are overweight specific parts of consumer
related businesses, while being underweight IT and materials.

Rendement

% Kwartaal Jaar tot op 
heden

3-Jaars
Ann.

5-Jaars
Ann.

10-Jaars
Ann.

Fonds 15.4% -5.3% 5.2% 5.4% 9.1%

Benchmark 13.7% -3.4% 4.7% 4.6% 7.3%

Outlook

EM stock markets are now down 10% year to date in 2020
and we continue to believe the current environment offers an
attractive entry point for investors.

While we have to stay cautious, evidence shows that so far
emerging markets have fared better than developed
economies in terms of total number of Covid related
fatalities. As countries start to come out of lockdown, global
stimulus should feed into better liquidity conditions, helping
emerging market economies – which tend to have less fiscal
overhang. The influx of liquidity pouring from central banks
and governments should also put an effective cap on the
dollar – boosting emerging markets.

China has been very resilient in the downturn and is already
enjoying a ‘V’-shaped economic recovery led by property
and large ticket items like cars. We continue to view the
Indian economy as resilient and believe it should be able to
bounce back. Likewise, we also have a positive view on
ASEAN countries – in particular Indonesia, given the very
attractive entry points they offer and the premium growth
and yield they can generate. We remain cautious on North
Asian markets as key providers to the global technology
supply chains.

Our view on Latin America is mixed, with a strong
preference for Mexico over Brazil. In the former, we see
improving economic trends, including increased market
share of US exports, and continue to like the set-up for rates
to come down further. In Brazil, we have grown more
cautious despite the considerable market correction. We are
concerned that with an already-high debt to GDP level and
fiscal deficit, the country will be less able to cushion the
economic fallout from Covid.

EMEA looks very interesting, as a beneficiary of large
European fiscal stimulus directed primarily at infrastructure
spending. This is feeding into significant stimulus into
Eastern Europe, which is something we have not seen for a
long time.

We believe emerging markets can come out of this crisis in
relatively good shape. They do offer growth, yield in a world
that lacks both, at very attractive valuations, which we think
investors should pay attention to now.
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