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Portfolio Description 

The portfolio invests in global shares predominantly in emerging markets by 
selecting and weighting companies based on fundamental measures of 
company size. 

Investment Strategy 

Realindex forms a universe of emerging market companies based on 
accounting measures . Factors such as quality, near-term value and 
momentum are applied to form a final portfolio of companies. The resulting 
portfolio has a value tilt relative to the benchmark and provides the benefits 
of being lower in cost, lower turnover and highly diversified compared to 
traditional active investment strategies. This fund does not hedge currency 
exposure. 

Investment Objective 

To provide capital and income growth by investing in global shares 
predominantly in emerging markets and outperforming the MSCI Emerging 
Markets Index, over rolling five year periods before fees and taxes. 

Product Overview 

APIR code FSF1101AU 
Inception date 20 January 2011 
Fund Size (A$) 847 million 
Benchmark MSCI Emerging Markets Net Index 
Number of stock holdings 499 
Buy / Sell spread 0.10% / 0.10% 
Minimum investment (A$) 25,000 
Management cost (p.a.)* 0.68% 

* Information on Management Costs (including estimated indirect costs) is set out in the Fund’s PDS. 

Performance Summary (%) 

Period 1mth 3mth 1yr 3yr 5yr 7yr 10yr SI 
Net return 9.1 13.3 -2.0 3.2 8.9 5.7 - 4.1 
Benchmark return 4.1 10.1 8.7 6.0 10.3 8.2 - 6.1 
Excess net return 5.0 3.1 -10.7 -2.8 -1.4 -2.4 - -2.0 
Income return 0.0 0.0 4.8 6.3 6.5 8.1 - 6.0 
Growth return 9.1 13.3 -6.7 -3.1 2.5 -2.3 - -1.9 

Note: Net return is the return after management fee 

Sector Breakdown (%) 

Sector 
Fund 

weight 
Benchmark 

weight 
Active 

weight 
Financials 27.32 18.10 9.22 
Information Technology 16.29 19.09 -2.80 
Materials 12.00 7.23 4.77 
Consumer Discretionary 9.47 19.44 -9.97 
Communication Services 8.02 12.27 -4.25 
Energy 7.15 5.23 1.92 
Industrials 6.91 4.38 2.52 
Consumer Staples 4.39 5.83 -1.44 
Real Estate 4.15 2.30 1.85 
Utilities 3.05 1.97 1.08 
Health Care 0.41 4.16 -3.75 

 

Distributions 

 
Top 10 Holdings 

Stock 
Fund 

Weight 
Benchmark 

Weight 
Active 

Weight 
Samsung Electronics Co., Ltd. 6.12 4.05 2.07 
Ping An Insurance (Group) Company of China, 
Ltd. Class H 

2.27 0.98 1.29 

Taiwan Semiconductor Manufacturing Co. 
Ltd. 

2.18 5.84 -3.66 

China Construction Bank Corporation Class H 1.73 1.06 0.67 
China Merchants Bank Co., Ltd. Class H 1.62 0.35 1.27 
Hyundai Motor Company 1.54 0.34 1.20 
Bank of Communications Co., Ltd. Class H 1.31 0.07 1.24 
Vale S.A. 1.14 0.75 0.39 
Hon Hai Precision Industry 1.03 0.51 0.52 
Industrial and Commercial Bank of China 
Limited Class H 

1.01 0.54 0.47 

    
Risk Characteristics 

Period 1yr 3yr 5yr 7yr 10yr SI 
Fund standard deviation (%) 16.5 13.2 12.2 12.5  12.5 
Benchmark standard deviation (%) 14.2 11.7 10.5 10.6  11.0 
Tracking error (%) 6.8 6.0 5.9 5.6  4.9 
Fund Sharpe ratio -0.1 0.2 0.6 0.3  0.2 
Information ratio -1.6 -0.5 -0.2 -0.4  -0.4 
Beta 1.1 1.0 1.0 1.1  1.0 
Cashflow adjusted turnover (%) 19.8 20.7 19.0 19.5   

Country Breakdown 
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*Benchmark weight

China 33.7% (40.8%*)
South Korea 20.9% (12.8%*)
Taiwan 9.2% (12.7%*)
Brazil 7.0% (5.0%*)
India 6.5% (8.1%*)
Mexico 4.0% (1.8%*)
Russia 3.8% (3.0%*)
South Africa 3.0% (3.5%*)
Turkey 1.8% (0.4%*)
Thailand 1.6% (1.9%*)
Malaysia 1.4% (1.6%*)
Chile 1.1% (0.5%*)
Others 5.8% (5.0%*)
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The Realindex Emerging Markets Fund returned +9.09% (net of fees) during November, outperforming the MSCI Emerging Markets Net Index which returned 

+4.12% (in AUD). 

Whilst we know one swallow doesn’t make a summer, it was nice to see a thawing of the Value freeze, as Value strongly outperformed off the back of a Covid 

vaccine breakthrough. Value stocks outperformed Growth stocks by 6.2% over the month (MSCI Emerging Markets Value +7.5% vs. Growth +1.3%, in AUD). 

Over the past year, the magnitude of the Value headwind has been considerable; Value has underperformed Growth by 26.9% (MSCI Emerging Markets 

Value -4.5% vs. Growth +22.4%, in AUD). On a five year basis, Value lags Growth by 7.5% p.a. (AUD) providing a significant longer-term performance 

headwind. 

The month was characterised by a strong rally right across global markets universe in light of improving prospects of a Covid vaccine. The fall in market 

uncertainty was evidenced by the CBOE Market Volatility Index (VIX) closing at 20.6, a significant reduction versus the prior month’s value of 38.0. Gold 

suffered its worst month for the year following a sell off of safe haven assets (-5.6% USD) whilst crude oil was up very strongly (NYMEX +26.7%). 

Emerging markets performed well, with many countries posting double digit gains; MSCI Poland gaining 22.1% (AUD). Unlike most markets however, the 

MSCI China Index was a noticeable laggard posting -2.1% in AUD. Most EM sectors gained, with MSCI EM Energy Index posting gains of +10.7% in AUD, 

while MSCI EM Communication Services lagged (-3.4%). 

On a country basis, the largest contributor was the underweight to China and the largest detractor was the underweight to Taiwan. From a sector perspective, 

the largest contributor was the underweight to Consumer Discretionary and the largest detractor was the underweight to Information Technology. The largest 

stock level contributor was the underweight to Alibaba Group Holding Ltd. and the largest stock level detractor was the underweight to NIO Inc..  

Driven by the methodology of rebalancing further into cheap value companies, the portfolio continues to sit on deep valuation discounts. At the end of 

November 2020 the portfolio reflected a 74.5% dividend yield premium to the MSCI EM index, whilst trading at a 55.5% price to book discount, a 56.8% 

price to cashflow discount and 64.4% price to sales discount, indicating that the portfolio remains well positioned for mean reversion in Value. 

Note: Returns in parenthesis show the total return for the month ending 30 November 2020. All returns are given in local currency terms unless otherwise 

stated. 
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Performance returns are calculated net of management fees and transaction costs. Performance returns for periods greater than one year are annualised. Past performance is not a reliable indicator of future 
performance. 
Data source: First Sentier Investors 2020  
Data as at: 30 November 2020 
 

Portfolio Beta measures the portfolio's sensitivity to benchmark movements. Mathematically, it is the covariance of the portfolio vs the benchmark divided by the variance of the benchmark. The covariance and 
variance are ex ante calculations based on current weights and historic patterns of return over the past five years. 

Turnover is the average of sales and purchases divided by the average portfolio size. 

Cashflow Adjusted Turnover is the same as above, except that the lesser of sales and purchases is used in place of the average of the two. This is to adjust for turnover that is related to investing inflows or selling 
stocks to meet outflows rather than related to active management of the portfolio. 

 

 

www.realindex.com.au 

 For further information 

 Head of Business Development Australia and New Zealand 
 Harry Moore +61 3 8669 5640 

 Head of Investment Sales and Key Accounts 
 Chris King +61 2 9010 5249 

 Key Account Manager - NSW 
 Angela Vincent +61 2 9010 5230 
 Paul Sleiman +61 2 9010 5393 
   
 

    

 Key Account Manager - VIC/TAS  
 Nicholas Everitt +61 3 9225 5055  

 Business Development Manager - VIC/TAS  
 Jack Heinz +61 3 9225 5056  

 Key Account Manager - QLD  
 Quin Smith +61 4 5509 5505  

 Key Account Manager - WA/SA/NT  
 Nathan Robinson +61 4 0327 2440  

    
 

This document has been prepared by First Sentier Investors (Australia) IM Ltd (ABN 89 114 194 311, AFSL 289017) ( FSI AIM ) which forms part of First Sentier Investors, a global asset management 
business. First Sentier Investors is ultimately owned by Mitsubishi UFJ Financial Group, Inc (MUFG). 
It is directed at persons who are institutional clients and financial advisers only and has not been prepared for and is not intended for persons who are retail clients. A copy of the Financial Services 
Guide for FSI AIM is available from First Sentier Investors on its website. This material contains general information only. It is not intended to provide you with financial product advice and does not 
take into account your objectives, financial situation or needs. Before making an investment decision, you should consider, with a financial adviser, whether this information is appropriate in light of 
your investment needs, objectives and financial situation. 
Realindex Investments Pty Ltd ("Realindex") ABN 24 133 312 017 AFS Licence 335381 forms part of First Sentier Investors and is the investment manager of the Realindex Funds (as defined below). 
Investors should read the Product Disclosure Statement ("PDS") for the Realindex funds and talk to a financial adviser before making an investment decision. The Realindex funds are issued by 
Colonial First State Investments Limited ("CFSIL") ABN 98 002 348 352 AFS Licence 232468 under the following registered names: Realindex Australian Share Fund – Class A (ARSN 132 950 433); 
Realindex Australian Small Companies Fund – Class A (ARSN 132 950 175); Realindex Global Share Fund – Class A (ARSN 132 951 083); Realindex Global Share Hedged Fund – Class A (ARSN 132 951 
467); Realindex Global Share Fund (Screened) – Class A (ARSN 604 604 873); Realindex Enhanced Equal Weighted Global Share Fund – Class A (ARSN 149 308 976); Realindex Emerging Markets 
Fund – Class A (ARSN 140 973 075)("Realindex Funds"). PDSs for the Realindex Funds are from First Sentier Investors on its website.   
Total returns shown for the Realindex Funds or any Portfolio have been calculated using exit prices after taking into account all ongoing fees and assuming reinvestment of distributions. Past 
performance should not be taken as an indication of future performance.   
CFSIL is a subsidiary of the Commonwealth Bank of Australia (Bank). MUFG, the Bank and their respective affiliates do not guarantee the performance of the Realindex Funds or the repayment of 
capital by the Realindex Funds. Investments in the Realindex Funds are not deposits or other liabilities of MUFG, the Bank nor their respective affiliates, and investment-type products are subject to 
investment risk including loss of income and capital invested. First Sentier Investors was acquired by MUFG on 2 August 2019 and is now financially and legally independent from the Bank. 
To the extent permitted by law, no liability is accepted by MUFG, FSI AIM, the Bank, CFSIL nor their respective affiliates for any loss or damage as a result of any reliance on this information. This 
information is, or is based upon, information that we believe to be accurate and reliable, however neither MUFG, FSI AIM, the Bank, CFSIL nor their respective affiliates offer any warranty that it 
contains no factual errors. Any opinions expressed in this material are the opinions of FSI AIM at the time of publication only. Such opinions are subject to change without notice. No part of this 
material may be reproduced or transmitted in any form or by any means without the prior written consent of FSI AIM. 
© First Sentier Investors (Australia) Services Pty Limited 2020 
All rights reserved. 
Source: MSCI. The MSCI data is comprised of a custom index calculated by MSCI for, and as requested by, FSI AIM. The MSCI data is for internal use only and may not be redistributed or used in 
connection with creating or offering any securities, financial products or indices. Neither MSCI nor any other third party involved in or related to compiling, computing or creating the MSCI data (the 
"MSCI Parties") makes any express or implied warranties or representations with respect to such data (or the results to be obtained by the use thereof), and the MSCI Parties hereby expressly 
disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to such data. Without limiting any of the foregoing, in no event shall any 
of the MSCI Parties have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages. 

 

 


