
Platinum International Brands Fund

Overview 

·  �The Fund returned -4.7 % over the quarter due to weakness in some discretionary retail stocks 
and core Chinese holdings. Positive contributors included retailer Mobile World which benefited 
from a more positive view on the Vietnamese economy. Jeweller Pandora rose 20% after beating 
market expectations. Japanese confectionary maker Ezaki Glico also did well. 

·  �We are avoiding or selling short businesses that saw sales and margins rise during the 
pandemic and who are yet to suffer a reversion to more ‘normal’ levels. 

·  �Conversely, many stocks we own are now trading at more attractive valuations and we continue 
to see opportunities to buy excellent businesses at reasonable prices. Chinese stocks represent 
such an opportunity – spending has been restrained and could recover, whereas Western 
consumers are now showing signs of retreating. 

James Halse
Portfolio Manager
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Jeweller Pandora rose 20% in response to results that  
beat market expectations as the turnaround under new 
management continues. We also saw a strong contribution 
(up nearly 9%) from Japanese confectionary maker Ezaki 
Glico which appears to have successfully passed on input 
cost increases into product pricing in key categories. 

Key detractors from performance included apparel retailers 
SMCP (-52%) and Aritzia (-36%). SMCP fell early in the 
quarter as it reported disappointing first half results, then 
declined further in September as it released a profit warning 
primarily citing weakness in Chinese demand. Aritzia too 
called out weakening demand, but this was compounded by 
poor inventory control as the group builds out a large new 
internal warehouse system. Results released toward the end 
of the quarter showed an improving trend and the stock 
responded by bouncing 6% on the day of the release. 

During the quarter we exited our positions in Japanese 
brewer Asahi Group and Tokyo Disney shareholder Keisei 
Electric Railway. We sold Asahi on fears around the 
consumption environment in its key European markets.  
This move proved timely as the shares sold off immediately 
following its early-August results on commentary around 
weaker than expected volumes. 

We sold Keisei for a profit as its key holding in Tokyo 
Disney-owner Oriental Land (worth more than 2x Keisei’s 
market capitalisation) had appreciated well beyond where 
we see fair value, and our discussions with the company 
revealed a very low likelihood of monetisation of the stake. 

We did not purchase any new holdings in the quarter. 
However, we added to our position in Ezaki Glico on signs 
of positive progress in the business. We also added to our 
position in Prosus, a holding company for a stake in the 
Chinese digital platform Tencent. Prosus appears set to 
resume its sell-down of Tencent stock and use the proceeds 
to undertake a concurrent buyback of Prosus shares as 
management seeks to close the sizeable holding-company 
discount. 

Commentary
Western-market consumption has remained surprisingly 
resilient given the rapid rise in interest rates and the removal 
of pandemic-era stimulus. Clearly there has been support 
from low unemployment and solid nominal wage growth, 
but one would expect higher rates to bite at some point – 
particularly in markets such as Australia and the UK where 
mortgages are progressively resetting to much higher 
floating rates. 

Performance 
compound p.a.+, to 30 September 2023

QUARTER 1YR 3YRS 5YRS
SINCE 

INCEPTION

Platinum Int’l Brands 
Fund* -5% 9% 5% 5% 11%

MSCI AC World Index^ 0% 20% 11% 9% 4%

+ Excludes quarterly returns.
* C Class – standard fee option. Inception date: 18 May 2000.
After fees and costs, before tax, and assuming reinvestment of distributions.
^ Index returns are those of the MSCI All Country World Net Index in AUD.
Source: Platinum Investment Management Limited, FactSet Research Systems.
Historical performance is not a reliable indicator of future performance.
See note 1, page 5. Numerical figures have been subject to rounding.

Value of $20,000 invested over five years
30 June 2018 to 30 September 2023

After fees and costs, before tax, and assuming reinvestment of distributions.
Historical performance is not a reliable indicator of future performance.
Source: Platinum Investment Management Limited, FactSet Research Systems. 
See notes 1 & 2, page 5.

The Fund returned -4.7 % over the quarter. Returns were 
pressured by weakness in key discretionary retail holdings, 
as well as continuing softness in our core Chinese positions. 

Our Fund results reflect a combination of pressures. Higher 
interest rates and weaker consumer spending have 
impacted the outlooks for many of our developed market 
holdings. The strength in our Vietnamese holdings – which 
bounced following a severe sell-off – was offset by 
weakness in our Chinese stocks as ongoing property 
market issues in that economy curtailed consumer 
spending. The strength of the US dollar and our relatively 
low exposure to that market was another headwind for 
performance relative to the broader market.

Our top contributors for the quarter included leading 
Vietnamese retailer Mobile World, whose share price  
rose around 20% over the quarter on improving sentiment 
toward the Vietnamese economy and results that  
showed business resilience and solid inventory control. 
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In the US we are seeing an interesting divergence – retailers 
most exposed to lower-income consumers are struggling 
while the higher end consumer remains reasonably resilient. 
However, even luxury bellwethers such as LVMH have been 
pressured by weakening Chinese consumption and a 
pullback in the US from the pandemic spending boom. 
Several analyses point to the prospect of weakening US 
consumption as consumers run down their pandemic-era 
excess savings. As the chart below indicates, dipping into 
the pandemic nest egg may have been supporting 
consumer lifestyles, but this dynamic appears to be nearing 
its end.

Drawing down accumulated excess savings  
in the US1

We have sought to avoid or to sell short otherwise mature 
businesses that enjoyed dramatic sales and margin 
expansion during the pandemic and where reversion to 
more ‘normal’ levels is yet to fully occur. Similarly, we hold 
short positions in a number of structurally challenged 
businesses and also “meme” stocks where unjustifiable 
valuations continue to unwind. 

The stocks we are long tend to offer structural growth at 
reasonable valuations, such as funeral services business  
Fu Shou Yuan and low-cost gym operator Basic-Fit.  
Or they are deep value companies (trading at exceptionally 
low prices) that are either improving their capital allocation 
or have the potential to do so – such as Ezaki Glico and 
infant formula business China Feihe. 

1	 Federal Reserve Bank of San Francisco, BEA.

Top 10 Holdings
COMPANY COUNTRY INDUSTRY WEIGHT

Ezaki Glico Co Ltd Japan Consumer Staples 5.3%

Prosus NV China Cons Discretionary 5.0%

Digital Garage Inc Japan Info Technology 3.7%

Fu Shou Yuan Int Group Ltd China Cons Discretionary 3.2%

Basic-Fit NV Netherlands Cons Discretionary 3.2%

China Feihe Ltd China Consumer Staples 3.2%

JD.com Inc China Cons Discretionary 3.1%

Haleon PLC US Consumer Staples 3.1%

Nien Made Enterprise Co Ltd Taiwan Cons Discretionary 3.0%

Meituan Dianping China Cons Discretionary 3.0%

As at 30 September 2023. See note 5, page 5.
Source: Platinum Investment Management Limited.

Disposition of Assets %

 30 SEP 2023    30 JUN 2023

See note 3, page 5. Numerical figures have been subject to rounding.
Source: Platinum Investment Management Limited.

Net Sector Exposures %

 30 SEP 2023    30 JUN 2023

See note 4, page 5. Numerical figures have been subject to rounding.
Source: Platinum Investment Management Limited.
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Outlook
We have a dim view of the outlook for consumer spending 
globally, and this is reflected in our conservative positioning, 
with the Fund only around 55% net exposed to markets,  
at the low end of our historical exposure range. Outside of 
Asia, inflation is showing signs of persistence, implying 
interest rates stay higher for longer, which likely leads to an 
economic slowdown and rising unemployment. In our view, 
instability in the commercial property sector and amongst 
heavily-indebted private equity portfolio companies could 
spill over into the broader economy. 

Curiously, residential property prices in the West seem to be 
rebounding despite high mortgage rates, but this dynamic 
may prove short-lived. China has introduced various 
measures to stimulate its housing market, but we are yet to 
see the impact flow through to consumption with retail 
sales growth remaining weak. 

We expect a continued reversion to mean levels of 
(inflation-adjusted) sales and operating margins for key US 
discretionary retailers that were beneficiaries of pandemic 
era spending. Conversely, we expect ongoing improvements 
in profitability for several of our holdings that were 
negatively impacted by the pandemic-era lockdowns and 
input cost spikes. 

The valuations of many stocks we own are now considerably 
more attractive than they were even a few months ago and 
we continue to examine opportunities to buy excellent 
businesses at reasonable prices, preferring opportunities 
that present multiple ways to win. We continue to see the 
most opportunity in Chinese stocks, where spending has 
been restrained and could recover, rather than Western 
markets where consumers overspent and are now showing 
signs of retreating. 

As always though, our holdings are a result of the bottom-
up assessment of the opportunity set, with each stock 
possessing its own idiosyncratic characteristics that should 
provide an opportunity for outperformance separate to the 
path of consumption trends globally. 
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Notes
Unless otherwise specified, all references to "Platinum" in this report are 
references to Platinum Investment Management Limited  
(ABN 25 063 565 006, AFSL 221935).
Some numerical figures in this publication have been subject to rounding 
adjustments. References to individual stock or index performance are in 
local currency terms, unless otherwise specified.
1.	 Fund returns are calculated by Platinum using the net asset value unit 

price (i.e. excluding the buy/sell spread) of the stated unit class and 
represent the combined income and capital returns over the specified 
period. Fund returns are net of fees and costs, pre-tax, and assume the 
reinvestment of distributions. The MSCI index returns are in AUD, are 
inclusive of net official dividends, but do not reflect fees or expenses.
MSCI index returns are sourced from FactSet Research Systems. 
Platinum does not invest by reference to the weightings of the specified 
MSCI index. As a result, the Fund’s holdings may vary considerably to 
the make-up of the specified MSCI index. MSCI index returns are 
provided as a reference only. The investment returns shown are 
historical and no warranty is given for future performance. Historical 
performance is not a reliable indicator of future performance. Due to the 
volatility in the Fund’s underlying assets and other risk factors 
associated with investing, investment returns can be negative, 
particularly in the short term.

2.	 The investment returns depicted in the graph are cumulative on 
A$20,000 invested in C Class (standard fee option) of the Fund over the 
specified period relative to the specified MSCI index in AUD.

3.	 The geographic disposition of assets (i.e. other than “cash” and 
“shorts”) shows the Fund’s exposures to the relevant countries/regions 
through its long securities positions and long securities/index derivative 
positions, as a percentage of its portfolio market value. Country 
classifications for securities reflect Bloomberg’s “country of risk” 
designations. “Shorts” show the Fund’s exposure to its short securities 
positions and short securities/index derivative positions, as a 
percentage of its portfolio market value. “Cash” in this table includes 
cash at bank, cash payables and receivables and cash exposures 
through derivative transactions.

4.	 The table shows the Fund’s net exposures to the relevant sectors 
through its long and short securities positions and long and short 
securities/index derivative positions, as a percentage of its portfolio 
market value. Index positions (whether through ETFs or derivatives) are 
only included under the relevant sector if they are sector specific, 
otherwise they are included under “Other”.

5.	 The table shows the Fund’s top ten positions as a percentage of its 
portfolio market value taking into account its long securities positions 
and long securities derivative positions. 

Disclaimers
This publication has been prepared by Platinum Investment Management 
Limited ABN 25 063 565 006 AFSL 221935, trading as Platinum Asset 
Management (Platinum®). Platinum is the responsible entity and issuer of 
units in the Platinum International Brands Fund (the “Fund”). This 
publication contains general information only and is not intended to provide 
any person with financial advice. It does not take into account any person’s 
(or class of persons’) investment objectives, financial situation or needs, 
and should not be used as the basis for making investment, financial or 
other decisions. You should read the entire Platinum Trust® Product 
Disclosure Statement (including any Supplement(s) thereto) (“PDS”) and 
consider your particular investment objectives, financial situation and 
needs before making any investment decision to invest in (or divest from) 
the Fund. The Fund’s target market determination is available at  
www.platinum.com.au/Investing-with-Us/New-Investors. You can obtain a 
copy of the current PDS from Platinum’s website, ​www.platinum.com.au or 
by phoning 1300 726 700 (within Australia),  0800 700 726 (within New 
Zealand) or +61 2 9255 7500, or by emailing to invest@platinum.com.au. 
You should also obtain professional advice before making an investment 
decision.
Neither Platinum nor any company in the Platinum Group®, including any of 
their directors, officers or employees (collectively, “Platinum Persons”), 
guarantee the performance of the Fund, the repayment of capital, or the 
payment of income. The Platinum Group means Platinum Asset 
Management Limited ABN 13 050 064 287 and all of its subsidiaries and 
associated entities (including Platinum). To the extent permitted by law, no 
liability is accepted by any Platinum Person for any loss or damage as a 
result of any reliance on this information. This publication reflects 
Platinum’s views and beliefs at the time of preparation, which are subject to 
change without notice. No representations or warranties are made by any 
Platinum Person as to their accuracy or reliability. This publication may 
contain forward-looking statements regarding Platinum’s intent, beliefs or 
current expectations with respect to market conditions. Readers are 
cautioned not to place undue reliance on these forward-looking 
statements. No Platinum Person undertakes any obligation to revise any 
such forward-looking statements to reflect events and circumstances after 
the date hereof. 
© Platinum Investment Management Limited 2023. All rights reserved.

MSCI Disclaimer
The MSCI information may only be used for your internal use, may not be 
reproduced or redisseminated in any form and may not be used as a basis 
for or a component of any financial instruments or products or indices. 
None of the MSCI information is intended to constitute investment advice 
or a recommendation to make (or refrain from making) any kind of 
investment decision and may not be relied on as such. Historical data and 
analysis should not be taken as an indication or guarantee of any future 
performance analysis, forecast or prediction. The MSCI information is 
provided on an “as is” basis and the user of this information assumes the 
entire risk of any use made of this information. MSCI, each of its affiliates 
and each other person involved in or related to compiling, computing or 
creating any MSCI information (collectively, the “MSCI Parties”) expressly 
disclaims all warranties (including, without limitation, any warranties of 
originality, accuracy, completeness, timeliness, non-infringement, 
merchantability and fitness for a particular purpose) with respect to this 
information. Without limiting any of the foregoing, in no event shall any 
MSCI Party have any liability for any direct, indirect, special, incidental, 
punitive, consequential (including, without limitation, lost profits) or any 
other damages. (www.msci.com).
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