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The performance data quoted represents past performance. Past performance is no guarantee of future results. The investment return and principal value of an investment will fluctuate; an investor's shares, when redeemed, may be worth 
more or less than their original cost. The Adviser has reimbursed certain Fund expenses (by contract as long as BAMCO, Inc. is the adviser to the Fund) and the Fund's transfer agency expenses may be reduced by expense offsets from an 
unaffiliated transfer agent, without which performance would have been lower. Current performance may be lower or higher than the performance data quoted. For performance information current to the most recent month end, visit 
www.BaronFunds.com or call 1-800-99BARON.You should consider the investment objectives, risks, charges, and expenses of the Fund carefully before investing. The prospectus and summary prospectus contain this and other information 
about the Fund and can be obtained from the Fund's distributor, Baron Capital, Inc., by calling 1-800-99BARON or visiting www.BaronFunds.com. Please read them carefully before investing.

The Fund may not achieve its objectives. Portfolio holdings may change over time.

Definitions (provided by BAMCO, Inc.): The indexes cited are free float-adjusted market capitalization indexes.  
The MSCI EM (Emerging Markets) Index Net USD is designed to measure equity market performance of large 
and mid-cap securities across 23 Emerging Markets countries. The MSCI EM (Emerging Markets) IMI Growth 
Index Net USD is designed to measure equity market performance of large, mid and small-cap securities ex-
hibiting overall growth characteristics across 23 Emerging Markets countries.  The indexes and the Fund include 
reinvestment of dividends, net of withholding taxes, which positively impact the performance results.  Morning-
star calculates the Morningstar US Fund Diversified Emerging Mkts Average using its Fractional Weighting 
methodology. The Fund has been included in the category since inception.  © 2018 Morningstar, Inc.  All Rights 
Reserved.  The Morningstar information contained herein: (1) is proprietary to Morningstar and/or its content 
providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely.  
Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use 
of this information. Standard Deviation (Std. Dev.): measures the degree to which a fund’s performance has 
varied from its average performance over a particular time period. The greater the standard deviation, the greater 
a fund’s volatility (risk). Sharpe Ratio: is a risk-adjusted performance statistic that measures reward per unit of 
risk. The higher the Sharpe ratio, the better a fund’s risk adjusted performance. Alpha: measures the difference 
between a fund’s actual returns and its expected performance, given its level of risk as measured by beta. Beta: 
measures a fund’s sensitivity to market movements. The beta of the market is 1.00 by definition. R-Squared: 
measures how closely a fund’s performance correlates to the performance of the benchmark index, and thus is a 
measurement of what portion of its performance can be explained by the performance of the index. Values for 
R-Squared range from 0 to 100, where 0 indicates no correlation and 100 indicates perfect correlation. Tracking 
Error: measures how closely a fund’s return follows the benchmark index returns. It is calculated as the annual-
ized standard deviation of the difference between the fund and the index returns. Information Ratio: measures 
the excess return of a fund divided by the amount of risk the fund takes relative to the benchmark index. The 
higher the information ratio, the higher the excess return expected of the fund, given the amount of risk involved. 

Upside Capture: explains how well a fund performs in time periods where the benchmark’s returns are greater 
than zero. Downside Capture: explains how well a fund performs in time periods where the benchmark’s returns 
are less than zero. Active Share: a term used to describe the share of a portfolio’s holdings that differ from that 
portfolio’s benchmark index. It is calculated by comparing the weight of each holding in the Fund to that hold-
ing’s weight in the benchmark. Positions with either a positive or negative weighting versus the benchmark have 
Active Share. An Active Share of 100% implies zero overlap with the benchmark. Active Share was introduced in 
2006 in a study by Yale academics, M. Cremers and A. Petajisto, as a measure of active portfolio management. 
EPS Growth Rate (3-5 year forecast): indicates the long-term forecasted EPS growth of the companies in the 
portfolio, calculated using the weighted average of the available 3-to-5 year forecasted growth rates for each 
of the stocks in the portfolio provided by FactSet Estimates. The EPS Growth rate does not forecast the Fund’s 
performance. Price/ Earnings Ratio (trailing 12-months): is a valuation ratio of a company’s current share price 
compared to its actual earnings per share over the last twelve months. Price/Book Ratio: is a ratio used to com-
pare a company’s stock price to its tangible assets, and it is calculated by dividing the current closing price of the 
stock by the latest quarter’s book value per share. Price/Sales Ratio: is a valuation ratio of a stock’s price relative 
to its past performance. It represents the amount an investor is willing to pay for a dollar generated from a par-
ticular company’s operations. Price/Sales is calculated by dividing a stock’s current price by its revenue per share 
for the last 12 months. Historical portfolio characteristics are provided by Compustat and FactSet Fundamentals. 
Weighted Harmonic Average: is a calculation that reduces the impact of extreme observations on the aggregate 
calculation by weighting them based on their size in the fund.

This information does not constitute an offer to sell or a solicitation of any offer to buy securities by anyone in 
any jurisdiction where it would be unlawful under the laws of that jurisdiction to make such offer or solicitation. 
This information is only for the intended recipient and may not be distributed to any third party.

Not bank guaranteed, may lose value, not FDIC insured.
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In addition to the general stock market risk that securities may fluctuate in value, investments in developing countries may have increased 
risks due to a greater possibility of: settlement delays; currency and capital controls; interest rate sensitivity; corruption and crime; ex-
change rate volatility; and inflation or deflation. The Fund invests in companies of all sizes, including small and medium sized companies 
whose securities may be thinly traded and more difficult to sell during market downturns.
 

1 - Industry sector or sub-industry group levels are provided from the Global Industry Classification Standard (“GICS”), developed and exclusively owned by MSCI, Inc. (“MSCI”) and Standard & 
Poor’s Financial Services LLC (“S&P”). All GICS data is provided “as is” with no warranties.  The Adviser may have reclassified/classified certain securities in or out of a sub-industry.  Such reclas-
sifications are not supported by S&P or MSCI.
2 - Source: FactSet SPAR. Except for Standard Deviation and Sharpe Ratio, the performance based characteristics above were calculated relative to the Fund's benchmark.
3 - As of FYE 12/31/2017

Investment Strategy
The Fund invests primarily in emerging market companies 
of all sizes with significant growth potential. The Fund may 
invest up to 20% in companies in developed and frontier 
countries. Diversified.
 

Portfolio Manager
Michael Kass joined Baron in 2007 and has 31 years of 
research experience. From 2003 to 2007, he was a managing 
principal of Artemis Advisors, which acquired the Artemis 
Funds, a long-short equity strategy he co-founded in 
1998. From 1993 to 2003, he worked at ING as a director 
of proprietary trading and was named senior managing 
director and portfolio manager in 1996. From 1989 to 1993, 
he worked at Lazard Frères in investment banking. From 1987 
to 1989, Michael was an analyst at Bear Stearns. Michael 
graduated summa cum laude from Tulane University with a 
B.A. in Economics in 1987.
 

Investment Principles
• Long-term perspective allows us to think like an owner of 

a business

• Independent and exhaustive research is essential to 
understanding the long-term fundamental growth 
prospects of a business

• We seek appropriately capitalized open-ended growth 
opportunities, exceptional leadership, and sustainable 
competitive advantages

• Purchase price and risk management are integral to our 
investment process

 

Fund Facts
Inception Date December 31, 2010
Net Assets $5.43 billion
Institutional Shares
CUSIP 06828M876
Expense Ratio³ 1.10%

GICS Sector Breakdown¹

 

Top 15 GICS Sub-Industry Breakdown¹

Colors of Sub-Industry bars correspond to sector chart above.

Portfolio Facts and Characteristics

Fund MSCI EM Index
# of Equity Securities / % of Net Assets 93 / 90.3% -
Turnover (3 Year Average) 30.64% -
Active Share (%) 78.7 -
Median Market Cap† $9.84 billion $5.41 billion
Weighted Average Market Cap† $78.84 billion $89.89 billion
EPS Growth (3-5 year forecast)† 17.1% 15.3%
Price/Earnings Ratio (trailing 12-month)*† 17.4 12.6
Price/Book Ratio*† 2.1 1.5
Price/Sales Ratio*† 1.6 1.1
* Weighted Harmonic Average 
† Source: FactSet PA – Compustat, FactSet and BAMCO. Internal valuations metrics 
may differ. 
R6 Shares are also available for this Fund.
 

Performance Based Characteristics²
3 Years 5 Years

Since 
Inception

Std. Dev. (%) - Annualized 13.77 12.45 14.16
Sharpe Ratio 0.38 0.54 0.34
Alpha (%) - Annualized 1.18 3.17 3.87
Beta 0.81 0.76 0.77
R-Squared (%) 90.06 82.38 83.48
Tracking Error (%) 5.27 6.32 6.97
Information Ratio 0.05 0.34 0.53
Upside Capture (%) 85.93 82.75 83.98
Downside Capture (%) 81.14 67.56 67.01
 

Top 10 Holdings % of Net Assets
Tencent Holdings, Ltd. 4.2
Alibaba Group Holding Limited 3.8
Sberbank of Russia PJSC 2.3
Samsung Electronics Co., Ltd. 2.2
China Construction Bank Corporation 1.9
Baidu, Inc. 1.8
Housing Development Finance Corporation 
Limited 1.8
KB Financial Group, Inc. 1.8
Kotak Mahindra Bank Ltd. 1.6
CSPC Pharmaceutical Group Limited 1.6
Total 23.0

June 30, 2018Baron Emerging Markets Fund Institutional Shares (BEXIX)



Country Breakdown
% of 
Net 

Assets

% of 
Net 

Assets
Emerging            85.8 Emerging (Cont'd)   

China 32.3 Thailand 0.7

India 17.2 Indonesia 0.4

Korea 7.1 Malaysia 0.4

Taiwan 6.1 Developed           2.0
Brazil 5.5 United Kingdom 1.2

Mexico 5.5 Hong Kong 0.8

South Africa 4.8 Frontier            2.5
Russia 3.8 Argentina 1.9

Philippines 2.0 Panama 0.4

Nigeria 0.2
 

BEXIX has outperformed the MSCI 
EM Index 100% of the time (since 
its inception and using rolling 5-year 
annualized returns).

 

Risk/Return Comparison²

 

1 - Source: FactSet SPAR.

Performance as of June 30, 2018

Total Returns(%) Annualized Returns(%)

2nd Q 2018 Year to Date 1 Year 3 Years 5 Years 10 Years Since Inception
12/31/2010

Return +    – Return +    – Return +    – Return +    – Return +    – Return +    – Return +    –

BEXIX - Institutional Shares -9.35 -8.59 6.85 5.86 7.14 N/A 5.12
MSCI EM Index -7.96 -1.39 -6.66 -1.93 8.20 -1.35 5.60 0.26 5.01 2.13 N/A 1.45 3.67
MSCI EM IMI Growth Index -7.18 -2.17 -6.06 -2.53 11.26 -4.41 7.21 -1.35 6.64 0.50 N/A 2.93 2.19
Morningstar Div. EM Cat. Avg. -8.90 -0.45 -7.05 -1.54 6.09 0.76 4.76 1.10 4.05 3.09 N/A N/A

The blue shading represents Fund outperformance vs. the corresponding benchmark. The yellow shading represents underperformance.
 

Historical Performance(Calendar Year %)

2011 2012 2013 2014 2015 2016 2017
BEXIX - Institutional Shares -17.00 23.22 15.02 3.75 -10.97 4.08 40.63
MSCI EM Index -18.42 18.22 -2.60 -2.19 -14.92 11.19 37.28
MSCI EM IMI Growth Index -20.04 20.72 0.10 -0.15 -10.51 5.84 44.70
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Top Contributors/Detractors to Performance for the Quarter Ended June 30, 2018
Contributors
• Shares of Kotak Mahindra Bank Ltd., a leading private sector 

bank in India, advanced in the quarter. Kotak reported strong 
results, which highlighted once again why it stands above 
peers in terms of quality and execution. Key metrics, including 
asset quality, loan growth, and profitability were strong in a 
period when other industry players saw significant operating 
difficulties. We retain conviction in Kotak as a best-in-class 
risk manager and allocator of capital with exciting growth 
opportunities in banking and other financial services in India.

• Shares of Sino Biopharmaceutical Ltd., China’s leading 
pharmaceutical manufacturer focused on hepatitis B, oncology, 
and cardio-cerebral diseases, climbed on investor anticipation 
of strong earnings growth fueled by the recent launch of 
blockbuster drugs. We think Sino Bio is well-positioned to 
benefit from increasing demand for health care services and 
changes in government regulations. The company has a robust 
product pipeline that we think should generate double-digit 
earnings growth over the next three-to-five years.

• Shares of Britannia Industries Limited, an Indian food products 
company with biscuit and confectionary brands, appreciated on 
quarterly results that exceeded analyst consensus and increased 
investor appetite for high-quality consumer businesses in India. 
The company also benefited from a structural consumption 
shift toward premium food products. We think Britannia is 
well-positioned to generate double-digit earnings growth for 
the next three-to-five years based on its strong brand equity, 
superior product innovation, and best-in-class management 
team.

 

Detractors
• MyEG Services Berhad is a software-enabled data services firm 

serving public entities in Malaysia. Shares declined sharply when 
an unexpected and unprecedented victory for the opposing 
party in Malaysia’s general election led to investor concerns that 
the company would be unable to renegotiate contracts with the 
new regime. We retain conviction. While MyEG Services may 
find certain growth prospects untenable under the new regime, 
we believe the company has monetization opportunities and 
remains undervalued at present.

• YPF S.A. is an oil & gas company developing conventional 
and unconventional hydrocarbon fields in Argentina. Shares 
slumped on Argentina’s challenging macroeconomic conditions, 
devaluation of its currency, and YPF’s plans to temporarily 
freeze fuel prices to help address inflation. We think Argentina 
remains committed to fuel price liberalization, which we think 
creates an attractive growth opportunity for its energy sector. 
YPF is leading the efforts to unlock the value of Argentinean 
unconventional oil and gas resources, arguably the best shale 
resource outside of North America.

• Shares of Banco Macro S.A., a leading bank in Argentina, 
declined during the quarter due to deterioration in the country’s 
macroeconomic conditions and a significant devaluation of the 
local currency. The adjustments required to fix the top-down 
imbalances have tempered our outlook for growth. However, 
we believe these concerns are priced in at the company’s current 
valuation. The Argentinian government remains committed to a 
transformative reform agenda and orthodox economic policies, 
which, in our view, create an attractive growth opportunity for 
the banking system and Banco Macro.

Contribution to Return¹
By Sub-Industry

 

By Holdings
Top Contributors Average Weight(%) Contribution(%)
Kotak Mahindra Bank Ltd. 1.47 0.25
Sino Biopharmaceutical Ltd. 1.63 0.21
Britannia Industries Limited 1.26 0.20
Shenzhou International Group Holdings Ltd. 1.13 0.17
CSPC Pharmaceutical Group Limited 1.46 0.16

 

Top Detractors Average Weight(%) Contribution(%)
MyEG Services Berhad 0.75 -0.77
YPF S.A. 1.34 -0.54
Banco Macro S.A. 0.92 -0.46
Loma Negra Compañía Industrial Argentina Sociedad 0.66 -0.42
Sberbank of Russia PJSC 2.19 -0.40

 

1 - Source: FactSet PA.

Review and Outlook

Emerging markets notably underperformed the U.S. and global indexes in the second quarter. While we note that EM equities are often volatile, 
we believe the recent quarter was unusual as several unpredictable geopolitical events acted as principal catalysts. Emerging markets are clearly 
advancing along the path of a correction, with certain markets and currencies appearing already quite advanced. However, we also regard the year-
to-date volatility as fairly normal in historical context, particularly given the abrupt change in liquidity conditions.
We would characterize the recent deterioration of EM equity performance as multi-pronged.  First is the broad withdrawal of liquidity, particularly 
in the form of cheap dollar funding in non-U.S. markets which has continued to slowly recede, while money growth and financial conditions in 
China and Europe have reached recent lows. We view this liquidity withdrawal as an undertow that is slowly exposing the weaker links in the EM 
chain. Second, and more recently, is the risk of more aggressive protectionist measures, which has served to amplify the existing tightening of 
financial conditions in several international markets. Finally, the reversal this year of macroeconomic and liquidity conditions in the countries 
that are early in addressing fiscal or current account imbalances has threatened the positive political and reform momentum in such markets. In 
particular, a stronger U.S. dollar, higher interest rates, and a rise in oil prices created a macroeconomic storm that resulted in a sharp decline in the 
Argentinian peso. Under similar pressure, Brazil made concessions including re-instating fuel subsidies to end a debilitating truckers’ strike, calling 
into question the sustainability of its market-friendly reform agenda.
We believe evidence of an improvement in the tone of trade negotiations, a moderation of Fed tightening expectations, or renewed visibility of 
the longevity of market friendly political leadership and policy reform is likely required before a return to emerging market leadership. However, 
we suspect conditions could improve quickly should trade tensions de-escalate and/or the U.S. Fed temper expectations of future tightening 
measures.
We are not revising our view that many major EM countries have undergone a positive and supportive evolution of political direction in recent 
years which suggests the likelihood of improved relative earnings growth and equity performance; however, we will be following several upcoming 
elections for signs of confirmation. While we believe the scope of the anticipated correction may be larger than we had anticipated, we are 
beginning to see value and opportunity emerging in countries such as Brazil, Mexico, Indonesia, and Thailand. We stand prepared to take advantage 
of market volatility in the coming months and remain optimistic that our differentiated discipline and process position us well over the long term.
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When reviewing performance attribution on our portfolio, 
please be aware that we construct the portfolio from the 
bottom up, one stock at a time. Each stock is included in the 
portfolio if it meets our rigorous investment criteria. To help 
manage risk, we are aware of our sector and security weights, 
but we do not include a holding to achieve a target sector 
allocation or to approximate an index. Our exposure to any 
given sector is purely a result of our stock selection process.

Quarterly Analysis
Baron Emerging Markets Fund fell 9.35% in the second quarter and 
trailed the MSCI EM Index by 139 basis points as the positive effect 
of cash exposure in a down market and relative country exposures 
was overshadowed by negative stock selection.

On a country basis, higher exposure to better-performing equities 
in India, China, and Mexico and lower or lack of exposure to lagging 
equities in Turkey, Thailand, Brazil, and Indonesia added value. 
The Fund’s average cash exposure of 5.8% in a declining market 
for emerging market equities contributed an additional 53 basis 
points to relative results. These positive effects were offset by the 
underperformance of investments in Argentina, India, Malaysia, 
Russia, and Korea.

On a sector level, investments in Health Care and Telecommunication 
Services contributed the most to relative results. Health Care 
investments outperformed after increasing 2.4% as a group, driven 
by Chinese pharmaceutical holdings Sino Biopharmaceutical Ltd., 
CSPC Pharmaceutical Group Limited, and Yunnan Baiyao Group 
Co., Ltd. Each of these companies received several significant drug 
approvals in recent months due to reforms implemented by the 
China Food and Drug Administration to accelerate drug approvals 
for local pharmaceutical companies. In addition, higher exposure 
to better-performing pharmaceutical stocks, which were down 
slightly in the index, contributed 19 basis points to relative results. 
Favorable stock selection in Telecommunication Services resulted 
from the outperformance of Taiwanese holdings Far EasTone 
Telecommunications Co., Ltd. and Taiwan Mobile Co., Ltd. These 
defensive companies with considerable cash flows and higher 
dividends held up well as emerging market equities sold off broadly.

Information Technology (IT), Energy, and Materials holdings 
hampered relative performance as deteriorating macroeconomic 
conditions in Brazil and Argentina accounted for the majority of the 
weakness in these sectors. Stock selection in IT detracted over 100 
basis points from relative results, driven by the underperformance 
of Malaysian e-services player MyEG Services Berhad and Brazilian 
payment processor and merchant acquirer PagSeguro Digital 
Ltd. MyEG’s shares fell almost 70% following a surprise result in 
Malaysia’s general elections, while PagSeguro’s stock price declined 
as the company’s recent success has attracted competition 
from larger players who plan to enter the market later this year. 
Weakness in Energy was mainly due to the underperformance of 
integrated oil & gas holdings YPF S.A. of Argentina and Petróleo 
Brasileiro S.A. - Petrobras of Brazil. Materials 
holdings underperformed after falling double-
digits as a group, with Loma Negra Compañía 
Industrial Argentina Sociedad Anónima and 
Kangde Xin Composite Material of China leading 
the decline.

Quarterly Performance Attribution¹

Sector Average Weights(%) Consumer 
Discretionary

Consumer 
Staples Energy Financials Health Care Industrials Information

Technology Materials Real Estate Telecom 
Services Utilities

Baron Emerging Markets Fund 14.01 10.98 4.66 20.65 6.45 3.75 22.11 4.48 0.86 5.12 1.03
MSCI Emerging Markets Index 9.60 6.50 7.23 23.33 2.90 5.21 27.91 7.54 2.94 4.42 2.43
Over/Underweight 4.42 4.48 -2.57 -2.68 3.55 -1.46 -5.80 -3.06 -2.07 0.70 -1.39
Total Return(%)
Baron Emerging Markets Fund -7.46 -6.18 -18.61 -13.20 2.35 -17.12 -9.82 -12.53 -10.29 -5.74 -8.13
MSCI Emerging Markets Index -7.13 -6.20 -4.71 -12.70 -5.05 -11.16 -5.09 -5.47 -11.21 -9.71 -8.20
Relative Return -0.33 0.02 -13.90 -0.49 7.40 -5.96 -4.74 -7.06 0.92 3.97 0.07

One-Year Performance Attribution¹

Sector Average Weights(%) Consumer 
Discretionary

Consumer 
Staples Energy Financials Health Care Industrials Information

Technology Materials Real Estate Telecom 
Services Utilities

Baron Emerging Markets Fund 15.48 10.15 4.12 21.13 4.96 3.43 24.64 2.93 1.54 4.64 1.22
MSCI Emerging Markets Index 10.03 6.45 6.92 23.58 2.58 5.31 27.68 7.35 2.83 4.79 2.49
Over/Underweight 5.45 3.70 -2.79 -2.45 2.38 -1.88 -3.04 -4.42 -1.28 -0.16 -1.27
Total Return(%)
Baron Emerging Markets Fund 5.90 3.92 0.32 0.23 55.11 2.24 18.88 33.30 -5.31 -12.28 -15.44
MSCI Emerging Markets Index -0.23 3.55 24.85 5.47 22.42 -6.34 15.24 13.95 5.65 -7.45 2.05
Relative Return 6.13 0.37 -24.52 -5.25 32.69 8.58 3.64 19.35 -10.95 -4.83 -17.49

Return calculations for the Portfolio are transaction based and are calculated from the underlying security-level data; they may not correspond with published performance information based on NAV per 
share.
1 - Attribution analysis for other periods or versus another index will be provided upon request. Source: FactSet PA.
2 - Fund total returns include cash, fees and unassigned securities.
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Top 10 Holdings as of June 30, 2018

Company Investment Premise

Baidu, Inc. (BIDU) is the leading 
search engine provider in China.

We believe Baidu is positioned to grow earnings at  20% annually 
and sustain a similar growth rate over the next three to five years 
in its core business. We expect the company to continue to spin 
out online video platform iQiyi over the next 12 months, a pro-
cess we believe could be a positive catalyst for the stock.

Housing Development Finance 
Corporation Limited (HDFC.IN) is 
India’s largest mortgage lender with 
three trillion rupees in assets. It has a 
strong brand name and has consistently 
received industry recognition. Through 
its subsidiaries, it provides financial ser-
vices such as banking and life insurance.

We believe the Indian housing market will experience high 
growth, given low levels of mortgage penetration, favorable de-
mographics, improvements in affordability, and policy support. 
Housing Development’s competitive advantages in risk manage-
ment, cost efficiency, and distribution will be key beneficiaries 
of that growth, in our view. In addition, we see significant value 
in the company’s subsidiaries, which the public can unlock via 
liquidity events such as the listing of HDFC Life Insurance.

KB Financial Group, Inc. (105560.
KS) provides commercial and consumer 
financial services in South Korea. It also 
offers asset management, life insurance, 
and securities brokerage through subsid-
iaries. The bank has over 1,200 branches 
and over 26 million customers, about 
half of the population of South Korea.

KB is undergoing a major shift in profitability, driven by a normalization 
of interest rates, cost initiatives, and stable credit risk. After years of 
declining margins due to lower benchmark rates, we are seeing clear 
signs of improvement in asset yields and spreads. As a leader in share 
of low-cost deposits, KB is in a position to benefit most from this trend, 
in our view. KB has a solid balance sheet and is consolidating ownership 
in its subsidiaries. We believe recently appointed management has a 
strong focus on profitability and the right incentives to deliver.

Kotak Mahindra Bank Ltd. (KMB.IN) 
is a leading financial services group in 
India. It offers products across many 
verticals, including banking, securities, 
asset management, and life insurance. 
It has a well-diversified loan portfolio 
with a focus on granular retail, 
agribusiness, and small-to-medium 
enterprise.

We believe Kotak is well positioned to participate in India’s 
next credit cycle given its well capitalized position, stable asset 
quality, scalable business model, and excellent execution track 
record.

CSPC Pharmaceutical Group 
Ltd. (1093.HK) is a leading R&D-
focused pharmaceutical manu-
facturer in China. The company 
specializes in therapeutic areas 
such as cardiology, oncology, 
dementia, and antibiotics.

We believe CSPC is well-positioned to benefit from secular de-
mand for health care services in China, driven by an aging popula-
tion and a growing incidence of chronic diseases. A fast-changing 
regulatory landscape should also favor established, innovative 
pharma companies such as CSPC. Strong R&D capabilities and a 
robust product pipeline could potentially generate double-digit 
earnings growth over the next three to five years, in our view.

Company Investment Premise

Tencent Holdings Ltd. (700.HK) is a 
leading internet service company and the 
top game developer in China. Its primary 
platforms include QQ for instant mes-
saging (815 million media access units 
(MAUs)), WeChat for mobile messaging 
(500 million MAUs), and Qzone for social 
networking (654 million MAUs).

We are bullish on Tencent’s ability to grow EPS at over 25%+ in the long 
term. Tencent benefits from virtuous network effects, and we think it 
has a long runway to monetize its large user base by pushing value-
added services and advertising through its platforms. Gaming comprises 
over 50% of Tencent’s revenue, but we think advertising is its next major 
growth driver, through in-feed ads on WeChat. Tencent also invests in 
online-to-offline services by leveraging its payment solutions across a 
number of industries including restaurants, ticketing, and travel.

Alibaba Group Holding Limited 
(BABA) is the largest e- commerce 
company in the world. Alibaba owns and 
operates the two largest online shopping 
platforms in China, Taobao and Tmall. It 
also owns a third of Ant Financial, which 
operates China’s largest third-party 
online payment vendor Alipay.

With over 500 million active buyers and over 10 million mer-
chants, we believe Alibaba is poised to benefit disproportionately 
from the increased penetration of internet, mobile, and e-
commerce in China. It enjoys more than 50% market share of all 
e-commerce transactions in China, and we expect it to continue 
growing at a rate of more than 20% for years to come. We also 
see significant positive optionality in Alibaba’s cloud computing, 
data management, and electronic payments platforms.

Sberbank of Russia PJSC (SBER.LI) 
is the largest bank in Russia, with over 
16,000 outlets throughout the country 
and dominant market share in assets, 
loans, and deposits. The bank also has 
operations in Central Europe and other 
former Soviet Union countries, ac-
counting for about 11% of total assets.

Sberbank’s dominant market position provides competitive 
advantages in funding, distribution, and client knowledge. We 
believe the bank can sustain ROEs in the 18-20% range, driven 
by stable net interest margins, low cost of risk, and best-in-class 
efficiency. The bank’s strong capital position allows for flexible 
capital policy and raising dividend payout, in our view.

Samsung Electronics Co, Ltd 
(005930.KS) is a leading con-
sumer electronics manufacturer 
and the largest handset maker in 
the world. It is also a key player 
in the semiconductor (DRAM / 
NAND) and display components 
(OLED/LED) industry.

Samsung benefits from tremendous scale, which gives it a cost advantage 
and allows it to outspend competitors in R&D. Its investment in innovation 
has accelerated new product introductions and improved Samsung’s global 
brand positioning. We think Samsung’s in-house capabilities with display, 
memory, and semiconductors are also a key differentiator, as vertical 
integration lowers Samsung’s product costs and gives it a time-to-market 
advantage. We believe the sustainability of these advantages is underesti-
mated, and Samsung is undervalued relative to its earnings prospects.

China Construction Bank Corporation 
(939.HK) is the second largest commer-
cial bank in China. It previously focused 
on lending to large corporate clients, 
but has increasingly built exposure to 
consumer and small and medium enter-
prise segments. It currently is the largest 
residential mortgage lender in China.

China’s banking sector is benefiting from several structural 
changes, including the government’s focus on reducing financial 
leverage, supply-side reforms, and rising interest rates. We 
believe China Construction Bank is positioned to benefit from 
this environment due to its strong balance sheet, conservative 
asset quality management, large deposit base, and relatively low 
exposure to shadow banking.
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