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The Global Emerging Markets Flexible [ZAR] Fund aims to give investors 

access to the best opportunities in emerging equity markets. The fund 

actively seeks out attractively valued shares to maximise long-term growth. 

Our intent is to outperform the emerging equity benchmark over all periods 

of five years and longer. 

 

The fund invests in the shares of companies which are either based in 

emerging countries, or earn a significant part of their revenue from 

emerging economies.  It can also invest in cash and bonds, but will remain 

biased towards shares at all times. The fund is mandated to use derivative 

instruments for efficient portfolio management purposes. 

 

 

 

 

The fund will only invest in shares we view as being attractively valued and 

which may offer superior long-term investment growth.  

The fund’s share selection is the result of rigorous international research 

conducted by Coronation’s investment team.  

While we have a disciplined approach to reducing risk, shares can be volatile 

investments and there is a meaningful risk of capital loss over the short term. 

Emerging markets are generally viewed as more risky than developed 

markets. Global currency movements may intensify investment gains or 

declines.    

The fund is managed to deliver the best possible returns over the long term; 

an investment horizon of 10 years or more is therefore ideal. It is not suitable 

as a single investment for investors who need to preserve their capital over 

five years or less.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Investors who are building wealth, and who

 are comfortable with full exposure to shares in emerging markets; 

 accept that the fund may underperform the market significantly in the 

short term in pursuit of superior long-term gains; 

 hold other investments and are looking for exposure to emerging 

markets; 

 do not require an income from their investment. 

An annual fee of a minimum of 1.00% and a maximum of 2.40%, depending 

on the fund’s performance, is payable.  

If fund performance equals that of the benchmark (after fees and costs), a 

fee of 1.15% will be charged. We share in 20% of performance above the 

benchmark, up to a total annual fee of 2.40%. Performance is measured over 

a rolling 24-month period.  

If the fund underperforms the benchmark over any 60-month period, the fee 

is reduced by 0.15%.  

All fees exclude VAT. Fund expenses that are incurred in the fund include 

administrative, trading, custody and audit charges. All performance 

information is disclosed after deducting all fees and other portfolio costs.  

We do not charge any fees to access or withdraw from the fund.  

More detail is available on www.coronation.com. 

 

Launch Date 28 December 2007 

Fund Class A 

Benchmark MSCI Emerging Markets Index  

Fund Category Global – Multi-asset – Flexible   

Regulation 28 Does not comply  

Investment Minimum R5 000 or R500/m debit order 

Bloomberg Code CORGLOB 

ISIN Code ZAE000109211 

JSE Code  CGEM 

   

WHAT IS THE FUND’S OBJECTIVE? 

WHAT DOES THE FUND INVEST IN? 

IMPORTANT PORTFOLIO CHARACTERISTICS AND RISKS 

HOW LONG SHOULD INVESTORS REMAIN INVESTED? 

WHO SHOULD CONSIDER INVESTING IN THE FUND? 

WHAT COSTS CAN I EXPECT TO PAY? 

 WHO ARE THE FUND MANAGERS? 

GENERAL FUND INFORMATION 

GAVIN JOUBERT  

BBusSc, CA (SA), CFA 

SUHAIL SULEMAN 

BBusSc, CFA 

LISA HAAKMAN 

CA (SA), CFA 

IAKOVOS MEKIOS 

Ptychion (BSc), MIA, IMC, CFA 
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CORONATION GLOBAL EMERGING 
MARKETS FLEXIBLE [ZAR] FUND
CLASS A as at 31 December 2018

Fund category Global - Multi Asset - Flexible

Launch date 28 December 2007

Fund size R 3.54 billion

NAV 230.39 cents

Benchmark/Performance 

Fee Hurdle

MSCI Emerging Markets Index

Portfolio manager/s Gavin Joubert, Suhail Suleman, Lisa 

Haakman and Iakovos Mekios

3 Year1 Year

Total Expense Ratio  1.76%  1.65%

 1.25% 1.25%Fee for performance in line with benchmark

 0.01%Adjusted for out/(under)-performance 0.16%

 0.22% 0.15%Fund expenses

 0.18% 0.20%VAT

Transaction costs (inc. VAT)  0.26%  0.20%

Total Investment Charge  1.85% 2.02%

PORTFOLIO DETAIL

EFFECTIVE ASSET ALLOCATION EXPOSURE

PERFORMANCE AND RISK STATISTICS

GROWTH OF A R100,000 INVESTMENT (AFTER FEES)

Country 31 Dec 2018

 91.87%Equities

China  27.35%

India  13.35%

Russian Federation  9.56%

Brazil  9.03%

United Kingdom  5.09%

Germany  4.86%

France  3.87%

Netherlands  3.85%

South Africa  2.79%

Hong Kong  2.74%

Other  9.38%

 8.13%Cash

ZAR  4.29%

USD  2.28%

Other  1.51%

HKD  0.05%

TOP 10 HOLDINGSPERFORMANCE FOR VARIOUS PERIODS (AFTER FEES)

As at 31 Dec 2018 % of Fund

 5.1%Naspers Ltd (South Africa)

 4.6%58 Com Inc-Adr (China)

 4.3%British American Tobacco Plc (United Kingdom)

 4.2%Housing Dev Finance Corp (India)

 3.6%Indiabulls Housing Finance L ((India)

 3.6%Magnit Ojsc-Spon (Russian Federation)

 3.3%Ping An Insurance Group Co (China)

 3.2%JD.com Inc Adr (China)

 3.1%New Oriental Education & Tech (China)

 3.0%Kroton Educacional SA (Brazil)

Fund Benchmark Active Return

 118.2%  18.0% 136.2%Since Launch (unannualised)

 7.4%  0.8% 8.1%Since Launch (annualised)

 12.8% (0.9)% 11.9%Latest 10 years (annualised)

 8.7% (5.9)% 2.8%Latest 5 years (annualised)

 6.6% (3.2)% 3.4%Latest 3 years (annualised)

(0.9)% (12.5)%(13.4)%Latest 1 year

(0.9)% (12.5)%(13.4)%Year to date

INCOME DISTRIBUTIONSRISK STATISTICS SINCE LAUNCH

Declaration Payment Amount InterestDividend

30 Sep 2010 01 Oct 2010  0.17  0.00 0.17

30 Sep 2009 01 Oct 2009  0.12  0.01 0.11

30 Sep 2008 01 Oct 2008  0.93  0.02 0.91

BenchmarkFund

 8.1%Annualised Return  7.4%

 17.1%Annualised Deviation  15.5%

 0.04 Sharpe Ratio (0.01)

 25.5%Maximum Gain  36.4%

(38.6)%Maximum Drawdown (44.2)%

 55.3%Positive Months  55.3%

Fund Date Range

Highest annual return Mar 2009 - Feb 2010 49.7%

Lowest annual return Mar 2008 - Feb 2009(37.5%)

MONTHLY PERFORMANCE RETURNS (AFTER FEES)

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

 2.7% (6.6)% (3.1)%  3.8% (4.2)%  5.8% (2.3)%  5.9% (5.8)% (3.1)% (6.4)%  0.1%Fund 2018 (13.4)%

 2.1%  0.6%  4.6%  4.7%  2.7% (2.9)%  10.0%  2.2%  5.6%  5.8% (2.3)% (8.3)%Fund 2017  26.2%

(7.0)% (0.2)%  9.2% (1.7)%  8.5% (3.7)%  0.5%  8.3% (5.2)% (1.9)% (1.8)% (2.0)%Fund 2016  1.2%
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Please note that the commentary is for the retail class of the fund. 
 
The fund had a poor quarter, returning -9.2% compared to the MSCI Emerging Markets Index’s return 
of -6.2% (both in rands). British American Tobacco and 58.com were the biggest detractors, with 
Housing Development and Finance (HDFC) being the biggest contributor. In trying to analyse the 
reasons for the fund’s large underperformance in 2018, there is no one clear factor. This is in contrast, 
for example, to 2015 when the underperformance was almost entirely due to Brazil that went through 
an unprecedented recession between 2012 and 2016 during which GDP per capita contracted by 30% 
in USD.  
 
In 2018, the fund somewhat unusually saw 5 disparate businesses among its top 15 positions decline 
by c. 50% in USD, for different reasons, with insufficient winners to offset the impact. The 5 largest 
detractors for the year were Kroton, British American Tobacco, Magnit, Tata Motors and JD.com. On 
the positive side, Adidas, Airbus, HDFC and Banorte contributed, but not sufficient to offset the 
impact of the negative contributors.  
 
We have covered most of these 5 stocks in detail in various commentaries during the course of the 
past year but given the extent to which they detracted from performance in 2018, it is worth providing 
a summary of what went wrong as well as our current view on each share.  
 
•Kroton (the top private education operator in Brazil). Disappointing earnings reported and concerns 
relating to its student base as government-funded students graduate drove the share price down. We 
would agree that for these reasons the short-term prospects are unattractive but we believe the long-
term prospects remain very attractive. Kroton trades on less than 10x 2019 earnings, with a 3.5% 
dividend yield and c. 80% upside to fair value.  
 
•British American Tobacco (2nd largest global tobacco company). The US Food and Drug 
Administration has proposed banning menthol cigarettes in the US. This, together with general 
concerns over the transition to alternative nicotine products, drove the move in the share price. We 
believe that the prospects for the global tobacco companies are better than they have been for many 
years – for the first time these companies have credible alternative (much lower risk) products to make 
them more sustainable over the long term. The proposed menthol ban will take many years to 
implement and may be blocked by the courts if (as is likely) challenged by the affected companies. 
The share price is now at a 7-year low (and rating near a 20-year low) and trades on less than 9x 2019 
earnings, with a 8% dividend yield and c. 70% upside to our estimate of fair value.  
 
•Magnit (2nd largest food retailer in Russia). Magnit was beset by poor operational performance and 
the resignation of its founder and CEO, Sergey Galitsky, who sold his remaining 30% stake in the 
business at the time of his resignation in February 2018. With a new board and new CEO, Olga 
Naumova, who was largely responsible for the turnaround of Magnit’s main competitor, X5 Retail 
during her 5 years there, a number of positive changes have taken place. These include the 
accelerated refurbishing of stores, changes in product mix and the introduction of a management 
incentive scheme. Results have started to improve in response to these changes. Magnit and X5 Retail 
are the two leaders in the Russian food retail market and each has only 9% market share. We believe 
that they can roll-out stores and grow market share for many years to come. Magnit trades on c. 13x 
2019 earnings, with a 3% dividend yield and over 100% upside to our estimate of fair value.  
 
•JD.com (#2 e-commerce company in China after Alibaba).in our view the share price decline was 
driven by 3 factors: an approximately 20% to 30% decline in all Chinese internet stocks, slightly poorer-
than-expected operational performance from JD.com, and an allegation of rape against the CEO in 
the US (prosecutors have declined to press charges citing insufficient evidence to secure a conviction). 
In our view, JD.com has created a very strong e-commerce business over the past decade by building 
their own fulfilment infrastructure (replicating the Amazon model) and that is sufficiently differentiated 
from Alibaba to enable both companies to win in the fast-growing Chinese e-commerce market 
(Alibaba is also a fund holding, albeit a smaller position). We believe JD is worth more than double 
the current share price as there are large revenue and margin opportunities that are not reflected in 
current prices. 
 
•Tata Motors (owner of JLR). This was a poor investment and a mistake in our view, and we sold out 
of the position during the 2018. A combination of internal factors (including poor cost control 
measures and mediocre new product launches) and external factors (such as Brexit, EU emissions 
legislation and US-China trade wars) led to a sharp decline in profits. Given the very-thin current 
margins, combined with high debt levels and an uncertain future both in terms of alternative vehicles 
as well as Brexit (the UK represents 20% of sales, with a large part of the manufacturing base being in 
the UK) and other countries, we felt that the risk/reward became unattractive and sold the position.  
 
With volatility at above-average levels in emerging markets, we were more active than usual with 
several new buys.  Some have been owned in the past, while one was new not owned before 
(MercadoLibre). In terms of other buying activity, we continued to add to the fund’s position in New 
Oriental Education, HDFC and Chinese Baiju producer Wuliangye.  
 
Yandex was the largest new buy (2.0% of fund) during the quarter and a previous holding. Yandex has 
the number 1 search engine in Russia with 55% market share (Google has the balance). We are positive 
on the prospects for search and in our valuation this part of the business alone is worth more than the 
current share price. In addition, Yandex has net cash and a number of other smaller businesses that 
are currently growing revenue at a rapid rate but that are still loss-making. Some may never make 
money, but there are a few that we believe have the potential to do so, including the taxi ride business 
(which is dominant after merging with Uber Russia and in which Yandex owns a 59% stake) and the e-
commerce joint venture with Sberbank. Yandex trades on c. 20x depressed 2019 earnings. 
 
The other new technology (internet) buy was a 1.3% new position in MercadoLibre, the largest e-
commerce platform (third-party marketplace) in Latin America. MercadoLibre has operations in 18 
countries, of which it holds a number 1 position in 10 of them, including Brazil and Argentina - the 2 
biggest contributors today. The company was founded 20 years ago and the CEO and founder, 
Marcos Galperin, still owns a meaningful stake (9%) in the business and is very involved. 
MercadoLibre’s revenue has grown by 31% p.a. in USD over the past 7 years and continues to grow 
at a high rate. E-commerce penetration in Latin American is very low (see below graph) and 
MercadoLibre is the leader in Brazil (see below), which today contributes 70% of group earnings. 
Besides the e-commerce business, the long-term opportunity for the payments business (Pago) is also 
potentially significant, having only a 1% market share of card payments today. Profitability is well 
below normal in our view and we believe MercadoLibre can grow both its topline and profits at a high 
rate for many years to come.  
 
   

E-Tail as a % of sales by country      
 

Source: Euromonitor 
                                                                
Top e-commerce sites in Brazil by visits (millions) 

 
Source Similarweb                              

    
 
Melco Resorts and Entertainment (Melco) is a casino operator in Macau and also a previous holding. 
The 45% decline in its share price in 2018 brought it back to attractive valuation levels. Macau holds 
its own set of regulatory and licensing risks, but the long-term prospects as a gambling destination 
and mass market holiday destination remain attractive given proximity mainland China (where 
gambling is banned) and rapidly improving transportation links. We prefer Melco over other operators 
as it is more mass-market focused (making it less cyclical), has better historical capital allocation and 
is more attractively valued at over 10% free cashflow yield (free cash flow per share divided by the 
current share price)  
 
The Chinese consumer is significantly the largest buyer of luxury goods (c. 45% of all global luxury 
sales) between purchases in China and while traveling abroad. The fund has owned a number of 
global luxury goods companies over the past 10 years and the sector sold off significantly in 2018. 
This enabled us to buy Kering (1.6% position) at what we think is an attractive price. While owning a 
number of luxury brands, including Saint Laurent, Bottega Venetta and Balenciaga, the lion’s share of 
profits (c. 80%) come from Gucci. Along with Hermes and Louis Vuitton, Gucci is one of 3 global true 
high-end soft luxury brands and has been reinvigorated over the past 3 years. Gucci was historically 
less profitable than Louis Vuitton and Hermes, but over the past 3 years this gap has narrowed, leading 
to an uplift in return on capital. Buying Kering at c. 15x 2019 is an attractive entry point given our 
positive view on the leading players in this sector and their attractive economics.  
 
We have owned HDFC in the fund for the past 3 years and today it is a 4.2% position. By owing HDFC, 
the fund has indirectly owned HDFC Bank as HDFC owns a 22% stake in HDFC Bank, which represents 
about 35% of HDFC’s value. The long-term fundamentals of the Indian financial services market are 
very attractive: in particular, the low financial services penetration and the fact that the poorly run and 
capital constrained state banks still have 70% national market share. This backdrop has formed a key 
part of our investment case for other Indian financials, which the fund has and continues to own, 
including HDFC, Yes Bank and Indiabulls. HDFC Bank obviously also benefits from these tailwinds 
and, in addition to this, is arguably the highest-quality bank in India, being the leader in digital, having 
the 2nd highest ROA, the highest provision coverage ratio, the lowest cost to income ratio and high 
retail exposure. This means that it is currently well placed to accelerate its market share gains given 
the current troubles faced by a number of Indian banks.  
 
Members of the Global Emerging Markets team continue to travel extensively to enhance our 
understanding of the businesses we own in the fund, their competitors and the countries in which 
they operate, as well as to find potential new ideas. In this regard, over the past 2 years we have done 
detailed work (modelling, fair value and research report) on 57 new companies, 17 of which have made 
it into the portfolio over this period, representing 33% of the fund today. In the fourth quarter, there 
were 3 trips to China,1 to India and 1 to Brazil. The coming months will see a further 2 China trips 
(including 1 trip specifically focusing on the baijiu industry) and 2 trips to India.  
 
In December a new analyst joined the Coronation Global Emerging Market team, taking the team to 
10 members. The analyst is a Mandarin-speaking Chartered Accountant and will mainly cover Chinese 
stocks (including a number of the A shares of which the annual reports, in most cases, are only 
available in Mandarin) and will also do ad-hoc investigative and corporate governance-related 
research as and when required. Over and above this, the Coronation Global Developed Markets’ 
team of 8 individuals cover a number of emerging market stocks as well as developed market stocks 
that are eligible for the fund. The Coronation South African equity team of 15 analysts also covers a 
number of stocks in which the fund is invested. 
 
The fund’s weighted average upside to fair value at the time of writing was approaching 80%, well 
above its long-term average of c. 50% and close to the highest it has ever been. As such, and after a 
very disappointing year, today we are very positive on the prospects of the fund going forward.  
 
Portfolio managers 
Gavin Joubert, Suhail Suleman, Lisa Haakman and Iakovos Mekios 
as at 31 December 2018 
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The Global Emerging Markets Flexible [ZAR] Fund should be considered a long-term investment. The value of units may go down as well as up, and therefore Coronation does not 

make any guarantees with respect to the protection of capital or returns. Past performance is not necessarily an indication of future performance. The fund is mandated to invest up 

to 100% of its portfolio into foreign securities and may as a result be exposed to macroeconomic, settlement, political, tax, reporting or illiquidity risk factors that may be different 

to similar investments in the South African markets. Fluctuations or movements in exchange rates may cause the value of underlying investments to go up or down. Asset allocation 

and top 10 holdings are reflected on a look-through basis. Coronation Management Company (RF) (Pty) Ltd is a Collective Investment Schemes Manager approved by the Financial 

Sector Conduct Authority in terms of the Collective Investment Schemes Control Act. Portfolio managed by Coronation Asset Management (Pty) (FSP 548) Ltd, an authorised 

financial services provider. The Management Company reserves the right to close the fund to new investors if we deem it necessary to limit further inflows in order for it to be 

managed in accordance with its mandate. Unit trusts are allowed to engage in scrip lending and borrowing. Standard Chartered has been appointed as trustees for the fund 

(www.sc.com/za; 011-2176600). Coronation is a full member of the Association for Savings & Investment SA (ASISA).  

Unit trusts are traded at ruling prices set on every trading day. Fund valuations take place at approximately 15h00 each business day, except at month end when the valuation is 

performed at approximately 17h00 (JSE market close) and forward pricing is used. Instructions must reach the Management Company before 14h00 (12h00 for the Money Market 

Fund) to ensure same day value. The payment of withdrawals may be delayed in extraordinary circumstances, when the manager with the consent of the fund trustees deem this to 

be in the interest of all fund investors. These circumstances may include periods when significant underlying markets suspend trading which will prevent accurate valuation of the 

instruments held in the fund. When the suspension of trading relates to only certain assets held by the fund, these assets may be side-pocketed. This process allows normal liquidity 

on the assets that can be valued, but will delay liquidity on the affected portion of the fund. If the fund is faced with excessive withdrawals, the affected withdrawals may be ring-

fenced, which is the separation and delayed sale of the assets reflecting the interest of the liquidity seeking investors. It ensures that the sale of a large number of units will not force 

Coronation to sell the underlying investments in a manner that may have a negative impact on remaining investors of the fund. 

 

Performance is calculated by Coronation as at the last day of the month for a lump sum investment using Class A NAV prices with income distributions reinvested. All underlying 

price and distribution data is sourced from Morningstar. Performance figures are quoted after the deduction of all costs (including manager fees and trading costs) incurred within 

the fund. Note that individual investor performance may differ as a result of the actual investment date, the date of reinvestment of distributions and dividend withholding tax, 

where applicable. Annualised performance figures represent the geometric average return earned by the fund over the given time period. Unannualised performance represents 

the total return earned by the fund over the given time period, expressed as a percentage.    

 

TER is calculated as a percentage of the average net asset value of the portfolio incurred as charges, levies and fees in the management of the portfolio. The TER charged by any 

underlying fund held as part of a fund’s portfolio is included in the fund expenses portion of the TER, but trading and implementation costs incurred in managing the fund are 

excluded. A higher TER does not necessarily imply a poor return, nor does a low TER imply a good return. The current TER may not necessarily be an accurate indication of future 

TER's. The 1 year TER is for the 12 months to end of September 2017 (updated annually).  The 3 year TER is for a rolling 36-month period to the last quarter end (December, March, 

June and September). 

Transaction costs are a necessary cost in managing a fund and impacts the fund’s return. They should not be considered in isolation as returns may be impacted by many other 

factors over time including market returns, the type of fund, the investment decisions of the investment manager and the TER. 

The Total Investment Charge is the sum of the Total Expense Ratio (TER) and transaction costs. 

 
Coronation does not provide financial advice. If you appoint an adviser, advice fees are contracted directly between you and the adviser. For more information please contact the 

relevant platform (Linked Investment Service Provider or Life Assurance Provider). 

Additional information such as daily fund prices, brochures, application forms and a schedule of fund fees and charges is available on our website, www.coronation.com 

This document is for information purposes only and does not constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe for or purchase any 

particular investment. Opinions expressed in this document may be changed without notice at any time after publication. We therefore disclaim any liability for any loss, liability, 

damage (whether direct or consequential) or expense of any nature whatsoever which may be suffered as a result of or which may be attributable, directly or indirectly, to the use 

of or reliance upon the information. 
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