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MSCI 52.2%
PAI (Pre-tax NTA) 55.9%

NB: With effect from 31 May 2020, our country classifications for securities were updated to reflect Bloomberg’s “country of risk” designations, 
and our currency classifications for securities were updated to reflect the relevant local currencies of our country classifications.



 
• June saw a strong month of performance. 
• China continues to post solid economic data. 
• Markets appear to be somewhat complacent. 

 
June saw another strong month of performance for Asian ex Japan markets 
and the portfolio. An important contributor to performance was Tencent, 
making new all-time highs during the month. The company announced that 
a start-up it is backing, Momenta, will commence testing of self-driving taxis 
by October of this year, with a view to having a fleet of driverless taxis on the 
road in China by 2024 (Northern Trust). This is yet another string to the bow 
of Tencent, which is a gaming, communication, app development, payments 
and cloud computing giant, with a market capitalisation of approximately 
A$900bn (FactSet).  
China’s official June manufacturing Purchasing Managers’ Index (PMI) 
edged up 0.3 points to 50.9 (with results over 50 indicating expansion). This 
marked the fourth consecutive month of expansion. Most sub-indices rose, 
but employment sub-index continued to fall (Source: CICC).  
Further evidence of China getting back to work was apparent in June, with 
China heavy truck sales up 59% versus a year ago. The 159,000 heavy trucks 
sold in June 2020 represented the highest ever June figure (Source: 
cvworld.cn). In addition, the total for the first six months of 2020 was 810,000 
units, up 23% on the same period last year (Source: cvworld.cn).  
Semiconductor firms, Samsung Electronics, SK Hynix and Taiwan 
Semiconductor, are important holdings in the portfolio, at approximately 13% 
of assets. These have performed reasonably, if unspectacularly since the 
sell-off in February and March. They received a fillip at the end of June, with 
US competitor Micron Technology reporting strong results for its third quarter 
to May. On our analysis there had been concern regarding demand for 
semiconductors from data centre and mobile applications. In our view, 
Micron’s result indicated both of these areas of demand are holding up well.  
Data from Telecom Regulatory Authority of India released at the start of July 
indicated the strength of key portfolio holding Reliance Industries in India’s 
telecommunications industry. The company leads in overall mobile 
subscribers, with Reliance’s Jio holding a market share of 33%, followed by 
Airtel at 28% and Vodafone Idea’s 28% in India’s mobile phone market as at 
February 2020. Further, Jio dominates in wireless broadband, with 383 
million broadband users, versus Airtel’s 144 million and Vodafone’s 118 
million (Source: Economic Times of India).   
For all the positivity on markets during the month, risks remain. This is no 
more obvious than in the border tensions between the region’s giants, India 
and China. An incident in the border region of the Gulwan Valley left 20 Indian 
soldiers dead following a clash with Chinese forces. China lays claim to the 
area, part of the disputed Ladakh Region (Source: South China Morning Post, 
Al Jazeera). Senior officials on both sides have met repeatedly since the 
incident, but no final resolution appears to have been reached (Source: 
South China Morning Post).  
In an echo of this military tension, trade tension has also flared between India 
and China. During June India banned 59 Chinese apps that the government 
says "pose threat to sovereignty and integrity." This will impact Chinese app 
TikTok, which has more than 200 million users in India, its biggest overseas 
market. (Source: Northern Trust). 
Markets are clearly taking Sino-Indian border tensions, as well as most other 
risks, in their stride at present. We believe there is some evidence of 
complacency in markets and have moved to trim exposure using index 
shorts in recent weeks. 
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Market update and commentary 
 

Source: Chart 1 – IBES consensus, in local currency. Correct 
as at 6 July 2020. 
 
 

Source: Chart 2 – IBES consensus, in local currency. Correct 
as at 6 July 2020.  
 
 

Charts 1 and 2 show valuations based on sell-side consensus 
estimates. It is worth noting at this stage, that in our view these 
earnings forecasts will very likely come down substantially to 
reflect the impact of coronavirus-related slowdown in the global 
economy. 
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