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Executive Summary
A company's impact on the broad
spectrum of its stakeholders is
a material factor in investment
decisions and increasingly a driver
of investment outcomes. In our
first Annual ESG Report, we touch
on our ESG history and document
how our process systematically
includes broader ESG factors in
our investment decisions.

As long-term investors we have always focused
on a company's sustainable earnings power.
This includes thinking holistically about the
company's impact on its various stakeholders
and its broader role in society. However,
now that ESG considerations are becoming
embedded in the public consciousness, what
used to be a question of investment style is
turning into a competence.
Engaging with our portfolio companies has always been part of
our investment process. As long-term, fundamental investors, we
meet the company management to understand the strategy and
assess the sustainability of the business. We also assign a quality
rating to each holding. The quality rating specifically captures a
company’s ESG footprint as one of the five factors that guides the
weight of a position in our portfolio. As we move to recording our
company engagements and identifying issues systematically, our
ESG discussions with management are becoming more useful.
We hope to recognise more opportunities to influence our
companies to improve their stakeholder impact. According to the
way we define long term sustainability, this should also enhance
the value of our investments.

While we do not use ESG metrics as a quantitative tool in our
investment process, we do use research and data from external
providers to inform our decisions. In this inaugural report, we try
to show how MSCI data maps against our more quality-oriented
investment process by presenting our thinking on each of our
top ten portfolio holdings and giving the ESG data available on
the MSCI database alongside. We have also included a select set
of financial metrics to give a more rounded picture of the final
investment decision.
This report aims to show how we integrate ESG factors in our
investment process and how we engage with our holdings.
We believe these efforts will ultimately contribute to superior
investment performance for your capital.
The foundations of our long-term success remain in place.
Our active investment strategy of undertaking deep
fundamental research to unearth long-term investments in
quality businesses at attractive prices remains as relevant today
as ever in emerging markets. We thank you for the trust you
have placed in us as the stewards of your capital and we look
forward to continuing our long-standing partnership.
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Genesis Investment Management
We aim to generate excellent
long-term investment performance
in Emerging Markets equities.

Genesis Investment Management (“Genesis”)
was founded in 1989 and is currently
owner-managed by ten operating Partners and
Affiliated Managers Group. Located in a single
office in London, Genesis has 65 permanent
members of staff including the Partners.
As a boutique asset manager, Genesis has focused on global
Emerging Markets (“EM”) equities for 30 years. We have
a single investment strategy, and the resulting portfolio is
managed by ten Portfolio Managers (“PM”s), nine of whom
are Partners of Genesis.

As of 31 December 2019, Genesis had US$ 20.8 billion in assets
under management (“AUM”), all managed with the same
strategy and accessed through five commingled vehicles,
ten segregated mandates and a UK-listed Investment Trust.
We have long client relationships with a median duration of
14 years, all of whom are sophisticated institutional investors.
Over the last 30 years, we have generated 3% alpha per
annum over the MSCI EM Index1. We believe that we can
best deliver excellent investment performance by working as
a team making long-term investments in quality businesses
at attractive prices. Our competitive edge is the unique
combination of the four pillars of our business: our aligned
client base, our non-hierarchical partnership structure,
our investment philosophy and collaborative investment
process, and our diverse and experienced team.

OUTPERFORMANCE
c.300bps per annum over 30 years2
PARTNERSHIP
STRUCTURE

CLIENTS
l
l
l

Sophisticated asset owners.
Long-term relationships.
Prudent AUM management.

l
l
l

Owner-managed.
Single investment strategy.
Culture of excellence,
teamwork, openness
and humility.

PHILOSOPHY
& PROCESS
l

l

l

Long-term investments

in quality businesses at
attractive prices.
Collaborative process with
individual accountability.
Deep fundamental research.

1.	MSCI EM (TR) Index.
2.	Based on Genesis Global Emerging Markets Equity Composite (gross of annual fees) vs. MSCI EM (TR) Index.

PEOPLE
l

Diverse group of skilled

l

Enduring personal

l

Well-resourced organisation.

& experienced investors.
interest in EMs.
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Our Values
Our values are the backbone
of everything we do as an
organisation, reflecting our
culture and fundamental beliefs.
We aim to generate excellent
long-term investment performance
in Emerging Market equities.
In doing so, we will uphold our
values and consider the interests
of all stakeholders.

EXCELLENCE

TEAMWORK

OPENNESS
& HUMILITY

We strive for excellence in everything
we do.

We work collaboratively to accomplish
more than we can alone.

We continually question our views
and welcome constructive challenge.

We put our clients’ interests first.

We share knowledge, expertise and
relationships with our colleagues.

We are honest with ourselves and
each other.

We support each other to develop
and learn.

We embrace diverse thinking styles,
experience and skills.

We seek constant improvement.
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Investment Philosophy & Process
We believe we can best deliver
excellent long-term investment
performance by working as a team
to make investments in quality
businesses at attractive prices.
We believe investing in emerging markets can capture the fast growth
potential of the economic development process. We include in our
opportunity set companies domiciled in low- and middle-income
countries as defined by the World Bank as well as the high income but
still developing economies in the major EM benchmark indices. We also
include companies based in major markets that generate a significant
proportion of their revenues, profits or cash flow from emerging
markets when we feel we have an edge in understanding them.
We believe our fundamental, research-led process allows us to identify
these interesting areas of growth and benefit from the mispricing
that can arise when companies are not well understood. As long-term
investors, we think that understanding a company’s business practices
and impact on all stakeholders is integral to assessing the quality and
value of a company. By stakeholders we mean the environment, society,
a company’s employees and its shareholders.

I N V E S T M EN T PRO C E S S

Our investment process is structured to enable an experienced team of
PMs to generate fundamental research insights and, subject to rigorous
challenge from each other, express those insights in the Portfolio†.
Our stock selection and portfolio construction processes are
bottom-up. Each stock in the Portfolio has a Lead PM and a Back-up
PM that work on an investment together. The Back-up PM, country
team members, and Sector Specialist are usually the primary
challengers of the Lead PM during the initial investment analysis,
while the rest of the Investment Team formally contributes when
the stock is proposed for inclusion in the Portfolio. Thereafter
comment and collaboration are encouraged from all team members
throughout the life of an investment.
The PMs are coordinated by the Portfolio Coordination Team (“PCT”),
which comprises three PMs (one rotating and two permanent
members) as well as an Independent Investment Risk Manager. One
of the permanent PM members is the Chair, and the other is one
of our Managing Partners. The non-permanent member rotates on a
12-18 months basis amongst the PMs. The independent Investment
Risk Manager provides an unbiased perspective on the risk profile of
the Portfolio, advising the PCT but reporting separately to the Managing
Director and Genesis Risk Committee. The PCT coordinates the team
and the portfolio holdings by:
l 

l 

l 

Ensuring the investment process is followed as PCT approval is
required for all buy/sell orders;
Analysing the portfolio risk/return characteristics and providing
insight to the PMs to help them decide position weights;
Organising portfolio-level discussions, including quarterly
portfolio weeks, process improvement offsites, sector research
and macro discussions.

When a Lead PM builds conviction on a new investment idea, an
Investment Case including a Quality Rating and a Valuation Model
are shared with the entire Investment Team. The team is expected
to revert with constructive challenge and feedback.
l 

l 

l 

An Investment Case includes a short description of the business,
the investment thesis and risks, a quality rating with explanation,
an analysis of valuation and dispersion of returns and a record
of the discussion generated by challenge from the team and
continually updated throughout the life of the investment.
The Quality Rating (A, B, or C) is a blended measure that
incorporates the company’s sustainable excess returns on capital,
i.e. its moat, the risk of negative net present value revisions
in US dollars including the impact of macro and political risks,
management quality, and the impact of material ESG factors
on the sustainability of the business. The Quality Rating informs
the position weighting decision.
The Valuation Model is based on our 5-year cashflow forecast for
a business (or dividends for a bank) and discounts the cashflows
using a risk-adjusted discount rate to calculate the net present
value and expected return in US dollars; and includes a dispersion
of outcomes in base, bull and bear case scenarios. We compare
the base case and dispersion around it with the current stock price
to determine the relative attractiveness of the investment.

Although any position changes in the Portfolio require PCT approval,
the investment decision for each position is made by the Lead PM.
The research process and decision-making are collaborative, but we
are not aiming for a consensus. Disagreements and challenges are
discussed in smaller groups or within the team and recorded; PMs
are expected to address all challenges prior to portfolio action.
† Portfolio refers to the representative portfolio, which may be adjusted for relevant investment restrictions per commingled vehicle or segregated mandate.
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Investment Process
A key stage of the investment
process is the constructive challenge
from the Investment Team.
The Sector Specialists give an industry-specific global context,
which not only informs the investment work but also helps calibrate
quality ratings across companies in the same sector globally. Sector
Specialists also develop the framework for assessing the relevant
ESG factors in their industry, which informs the discussion on the
sustainability of returns.
PMs consider five factors in their position sizing decisions, including
the quality rating of the company, expected return in US dollars,
conviction, investability (i.e. liquidity) of the stock, and the correlated
risks at the portfolio level. The quality of a company is likely to be
a significant determinant of its long-term performance, and to
properly reflect this we have codified the linkage between quality
and position sizing, limiting the weighting of a lower quality company
in the Portfolio.
Investment decisions are based on fundamental research and
quantitative valuation models, so the process is bottom-up and
benchmark agnostic. Relative positioning is therefore an outcome
of the process, not an input into the process. We also use external
research to inform our assessment of the quality of the companies
and our understanding of the environment they operate in.
Understanding the operating environment is crucial for any company
anywhere, but in the EM, macroeconomic issues and changes in the
political economy may show up in exchange rate volatility, which
would impact our US dollar-based expected returns. Therefore, while
we are not macro analysts, we regularly discuss underlying macro
currents led by our Joined-up Thinking (“JUT”) group, which is the
forum for sharing and co-ordinating macro information that keeps
our investment views consistent and balanced.

P O R T FO L I O WEI G H T I N G FAC TO R S
l 
l 
l 
l 
l 

Quality rating
Expected return
Conviction
Investability
Correlated holdings
Weighting
per holding

0%

0.25%

0.50%

1.00%

1.50%

2.00%

3.00%

4.00%

5.00%

A – quality
B – quality
C – quality
Lower conviction / Lower return

Higher conviction / Higher return

Genesis Investment Management, LLP

Annual ESG Report 2019

7

ESG Integration
As fundamental, bottom-up
investors, our investment
approach lends itself naturally
to the integration of ESG factors
at the company level.
S I N C E 1989

ESG considerations have been a core part of our investment process
for 30 years, although they were not called ESG in the early days.
Initially we used corporate governance criteria as a negative filter
as basic protection against looting by an unscrupulous major
shareholder. When Genesis first started in 1989, only a handful of
countries in the world had prosecuted anyone for insider trading,
and regulators would turn a blind eye to expropriation of minority
interests, particularly if the parent group was politically connected.
To safeguard our interests as minority shareholders, we therefore
focused on management quality, aiming to invest only when
we could understand the management team’s reputation and
governance history, and alignment with minority shareholders.
As long-term, fundamental investors, this analysis also informed the
cashflow forecasting part of our investment process. We formulated
a simple credo that addressed what are now called ESG concerns:
if the management of a company did not treat its employees,
shareholders and its wider stakeholders appropriately, in the long
term its business would be unsustainable – or the minorities,
at least, may not see the cashflows.

M O RE REC EN T LY

In recent years, as regulation and public awareness have focused more
on environmental and social considerations, the question of what is
sustainable in the broadest sense has become a crucial determinant
of the competitive advantage.
A company’s policies and environmental footprint now matter
to a whole range of people including its customers, regulators,
employees, politicians, voters and asset managers. Open the
newspaper or speak to a millennial and it is not hard to see the deep
interest in climate change, plastic-free packaging, employee rights a
nd the relationship between society and business. At the same
time, the availability of information on companies' ESG practices
is improving, helped by the proliferation of Corporate Social
Responsibility and sustainability reports, third-party benchmarking
and alternative sources of data. As a result, more than ever,
companies are being held accountable for their behaviour.
To an investor this increased accountability can manifest in intrinsic
value adjustments due to changes in sales, reputation, competitive
position, regulation, employee conditions and political attention.
For some companies the eventual P&L impact from increased ESG
scrutiny may be some way off, but for a long-term investor it is
relevant to the company’s terminal value.
FO C US O N M AT ERI A L I T Y

We assess ESG factors in the context of materiality.
We assess management quality and ESG factors through an ongoing
dialogue with management via regular meetings, site visits, calls
and correspondence and engage on a variety of material issues that
may have an impact on performance. We have asked our Sector
Specialists to include the relevant global ESG considerations in their
reviews, which we hold twice annually.
This provides the Investment Team with a framework for thinking
about the most material ESG factors in each sector. The Sector
Specialists research global best practices so that they can guide the
team on what to expect in our markets.

In 2019, we have completed sector ESG reviews for the cement,
food and luxury sectors, and we have several others in the pipeline.
In addition, we have initiated a series of interactive presentations
where we invite various experts to discuss pertinent issues like
climate change, global labour practices and water management.
Our quality rating includes stakeholder considerations. As quality
ratings are one of our five sizing factors for investments, adding an
explicit stakeholder analysis as a component of quality influences where
our capital goes to work. Our stakeholder analysis considers the most
material ESG factors in any given company, and is transparent to the
whole team, enabling constructive feedback and discussion.
Each PM is individually responsible for integrating the relevant ESG
issues into their investment analysis of a company. This follows
collaboration with the Sector Specialist and draws on advice
from our dedicated Director of Investment Governance, who also
works closely on specific ESG issues with the PMs as an internal
consultant to support their ESG analysis. PMs highlight areas of
ESG concern and engagement priorities, which we review and
track during the life of each investment. Our Director of Investment
Governance also oversees and may be directly involved in these
engagement activities, including fact finding with the companies’
ESG teams, advising the PMs on proxy voting decisions, and ensuring
engagement consistency. We use multiple research sources including
dedicated ESG research from MSCI and proxy voting analysis by ISS.
While we do not maintain restricted lists of countries, sectors or
companies, we do not invest in businesses that are fundamentally
challenged in terms of long-term sustainability of earnings. Serious
concerns on sustainability might include things like dubious licensing
or unsustainable pricing anomalies, and situations where we think
an ESG issue may warrant much higher regulatory costs or even
business interruption in future.
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Approach to Stewardship
We believe stewardship is
an integral part of creating
long-term value for our clients.
Our stewardship takes various forms; PMs exercise their proxy
voting rights directly, and as they meet CEOs, management teams,
board members and independent directors, they may raise any
controversial issues during the discussion or more formally by writing
to the board. Based on the effectiveness and outcome of such
stewardship activities, ultimately a PM may change our investment
position in the company.
In our experience, a PM’s decision to exit a position due to a
concern over quality tends to take place incrementally over time
after observing a gradual erosion in management quality or a poor
response to our concerns. Subject to applicable laws and regulations,
PMs may also consider collaborating with other investors and
engaging collectively with the management or board of a company
to effect change in our clients’ best interests. We are not activist
investors and do not seek or accept board seats because we want to
remain independent minority investors.
PROX Y VOT I N G

As an active investor, we consider proxy voting as one of our key
stewardship tools to support, influence and challenge portfolio
companies’ decisions. Where our clients have delegated proxy voting
responsibility to us, we aim to vote all their shares in all markets.
Our voting decisions are based on our Corporate Governance
Framework1 and proxy voting guidelines.
Our objective is to protect long-term shareholder value. This is in
line with our mandate to generate investment returns for our clients.
We are mindful of the various local market practices across the EM,
recognising differing approaches to governance. We take a pragmatic
approach and consider the circumstances of each vote for each
company. When appropriate, we engage with companies on issues
prior to voting, and follow-up as necessary especially when we vote
against company recommendations.

EN G AG EM EN T

Given our fundamental, research-based approach to investing in quality
businesses, we engage with various stakeholders of a company in our
research process before making an investment. This is part of our effort
to develop an in-depth knowledge of the company and to assess the
quality of the management. Once we make an investment, we interact
on an on-going basis, both for research purposes and to influence
change depending on the priorities set by the PMs.
Our engagements take the form of meetings, site visits, calls and
regular correspondence and cover a wide range of matters that have
a material impact on long-term shareholder value, including strategy,
capital structure, risk, corporate governance and any environmental or
societal costs that may affect returns in the longer term. We focus on
the management’s commitment to sustainable business models and
consider their track record. We look at how the management has handled
stakeholder issues in the past, especially regarding minority shareholders,
and how responsive they were to any infringement or sanction.
We also monitor the company’s progress on ESG priorities and other
good intentions. PMs record the details of their engagements in a central
database that allows information and expertise to be shared across the
team and ensures that the effectiveness of such engagements are tracked
and monitored. Our reputation as a long-term investor with a history of
constructive relationships with our portfolio companies facilitates our
access to management and their boards. We intend to maintain these
meaningful and mutually beneficial relationships both for information
gathering and to positively influence management decisions.

M EM B ER S H I P S

We are committed to supporting more sustainable business
practices in our investments and the global financial system
more broadly. We have been a signatory of the UN Principles for
Responsible Investment (“UN PRI”) since 2007, and we publish
our Annual Assessment Report2 on the UN PRI website.
In addition, we also formally support a range of global and local
organisations that promote good corporate governance and
sustainable investing practices. We participate actively in these
groups to monitor regulatory developments and best practices
in the relevant markets and for investment research purposes.
These groups also offer opportunities for direct and collaborative
engagement with portfolio companies.
l 

l 

l 

l 

l 

l 

l 

1. www.giml.co.uk/corporate-governance-framework-core/file
2.	www.genesisemf.com/files/un-pri-assessment-report/86-2018-assessmentreport-for-genesis-asset-managers/file
3. www. frc.org.uk/investors/uk-stewardship-code
4. www. icgn.org/about
5. www. acga-asia.org/who-we-are.php
6. www.api-russia.org
7. www.cdp.net/en/info/about-us
8. www.fairr.org/about-fairr
9. www.cafbrasil.org.br/site/en/caf-2/what-it-is/

UK Stewardship Code3
Aims to make institutional investors active and engaged in the responsible
allocation, management and oversight of capital to create long-term value for
clients and beneficiaries leading to sustainable benefits for the economy, the
environment and society.
International Corporate Governance Network4
Promotes effective standards of corporate governance and investor stewardship
to advance efficient markets and sustainable economies worldwide.

Asian
Corporate Governance Association5
Focuses on collaborating with investors, companies and regulators in the
integration of effective corporate governance practices throughout Asia.

Association
of Institutional Investors6
A Moscow-based institutional investor group. With over 25 of the largest and
most active institutional investors in Russia, this association seeks to protect
the members’ interests and bring improved governance in Russia.
7

CDP
, or previously Carbon Disclosure Project
Assists to manage and disclose the environmental impact of leading enterprises to
make environmental reporting and risk management a business norm, by driving
disclosure, insight and action towards a sustainable economy.

Farm
Animal Investment Risk & Return (FAIRR) Initiative8
Raises awareness of the material ESG risks and opportunities caused by
intensive livestock production. The aim is to build a global network of
investors, who are focused and engaged on the risks linked to intensive animal
production within the broader food system.

CAF,
Brazilian Takeover Panel9
Works with listed companies in Brazil to prioritise and uphold good corporate
governance and the fair treatment of shareholders with a self-regulatory model.
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Proxy Voting

We include detailed proxy voting records in our standard quarterly
reporting to our clients. In addition, we also publicly publish our
proxy voting record on our website.
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Did Not Vote
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In the cases where we voted against management, issues we rejected
included board appointments, new equity issuance terms, stock
buy-back terms and remuneration proposals, notably including terms
for stock options awarded to management that lacked the appropriate
disclosures or that infringed on the rights of minority shareholders.
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For the more contentious issues, we typically engage with the
companies on any long-standing issues outside of the voting process.
We believe our views are often considered, which strengthens our
relationships with companies and supports our stewardship philosophy
of trying to improve the long-term investment outcome.

100%
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40%
30%
20%
10%
0
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c

In 2019, we proxy voted in 1,487 decisions; 91% of our votes were
in support of while 9% were against the items proposed.

VOT I N G S TAT I S T I C S

Di

Proxy voting underlines our
collaborative effort to support
most of the management
decisions of our companies.
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Engagement
In 2019, we conducted more
than 1,000 engagements
including meetings with
potential and existing
companies and their
competitors, customers,
supply chain entities and
former employees.

Magnit

Semen Indonesia

Indonesia

Brazil

Russia

1.5%†

0.5%†

of Portfolio

Cement manufacturer.
ENGAGEMENT OBJECTIVE
Improve disclosure on material environmental issues.
We engaged with the company management on a wide
range of ESG issues including SOE reform, anti-trust,
international competition and environmental reporting
and outlined key points to address in its sustainability
report including setting quantitative GHG emission
reduction targets. We specifically encouraged the
company to refer to the TCFD recommendations and
CDP disclosure framework.

E N G AG E M E N T O U TC O M E
The company was receptive to our input and its
next sustainability report is expected in the second
quarter of 2020.

† As of 31 December 2019.

BB Seguridade

1.0%†

of Portfolio

Convenience store and supermarket chain.
ENGAGEMENT OBJECTIVE
Nominate and elect independent directors to the board.
With coordination assistance from the Association of
Institutional Investors, a Moscow-based corporate
governance group, we were able to join with other
shareholders to meet the threshold necessary to
nominate two independent candidates to the board.
As cumulative voting is permitted in Russia, we
concentrated our votes on two nominees.

E N G AG E M E N T O U TC O M E
Both independent nominees were successfully
elected as directors, and we are currently working
on re-nominating these independent directors.

of Portfolio

Insurance company.
ENGAGEMENT OBJECTIVE
Improve disclosure related to material environmental
issues. We joined a collaborative engagement led by the
CDP to encourage ‘high priority’ companies to provide
climate and water-risk disclosures. As we explained
to the company, the CDP disclosure framework is
aligned with the Task Force on Climate-related Financial
Disclosures (“TCFD”) recommendations, and it is
important that an insurance company understands and
monitors its indirect contribution to climate change.

E N G AG E M E N T O U TC O M E
BB Seguridade made its initial carbon data submission
to the CDP. We plan to support CDP’s collaborative
campaign again this year for a larger number of
companies.
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Engagement
Our aim is to build long-term
relationships and engage in
constructive dialogues with
these companies and their
stakeholders.
Out of these total engagements in 2019,
approximately a third were with the management
teams of our existing portfolio companies,
including some of the examples below.
It is unrealistic to try to separate the topics that
arose in any single meeting into financial or
operational issues and those that are specifically
ESG. As we have described earlier in this
document, the two are so closely related that the
different strands of the discussion are inseparable.

China Mengniu

Ulker

China

WH Group

Turkey

1.2%†

0.3%†

of Portfolio

Dairy manufacturer and distributor.
ENGAGEMENT OBJECTIVE
Improve disclosure on material environmental issues.
We shared a copy of the FAIRR report with the
management and encouraged the company to provide
additional disclosure for the next edition of the report.
As part of this engagement, we identified key disclosure
points including GHG emissions disclosure, a GHG
reduction policy (with targets and timeline), water
use, waste management and discharge details, and an
antibiotic policy that addresses antimicrobial resistance.
We followed up on this issue of improved disclosure a
few months later in a meeting with the CEO, CFO
and IR department.

E N G AG E M E N T O U TC O M E
We continue to engage with the management
on this issue.

China

1.3%†

of Portfolio

Multinational confectionary company.
ENGAGEMENT OBJECTIVE
Improve shareholder communications and transparency.
Following a series of non-operational events that
negatively impacted the share price, we raised our
concerns regarding transparency directly with the CFO,
who provided additional context. Given the complex
group structure, we wrote to the board and outlined
suggestions for better corporate governance and
improved shareholder communications, including
designating a director as the main point of contact
between the board and the principal shareholders
and providing greater financial disclosure on related
party transactions.

E N G AG E M E N T O U TC O M E
Our engagement is currently ongoing.

of Portfolio

The world’s largest pork company.
ENGAGEMENT OBJECTIVE
Improve disclosure on material environmental and
health issues. We shared a copy of the FAIRR report with
the management and engaged with the company on
a broad range of topics including waste management,
antibiotic usage and animal welfare. While the
company believes its sustainability disclosure with
respect to its China operations is in line with the local
exchange requirements, we encouraged a higher level
of disclosure comparable to that provided in its US
operations. We followed up in writing and identified
key areas of concern including GHG disclosure, water
and waste management and an antibiotic policy that
addresses antimicrobial resistance and prohibits the use
of antibiotics.

E N G AG E M E N T O U TC O M E
Our engagement is currently ongoing.

† As of 31 December 2019.
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ESG Profile of Investments
We integrate the assessment of
ESG factors into our investment
process at the company level.
As observers of development economics in
emerging countries, we are mindful of the
positive externalities associated with companies'
operations. In most of the countries we invest in,
part of the population still has unmet basic needs
such as food and housing, as well as patchy access
to information, education, banking, consumer
staples and discretionary goods. Some of our
holdings that may seem challenging from a purist
ESG perspective, when analysed closely, have
offsetting positive externalities.

Portfolio Example

New Oriental Education

New Oriental, founded in 1993, is one of China’s
best-known brands in private education. Until the late
2000s, New Oriental focused on overseas test prep
(i.e. LSAT, GRE, GMAT, etc.), building a strong brand
through high-quality teaching.
We have some first-hand experience of this at Genesis:
Yiyong, one of our Partners and Portfolio Managers,
was a New Oriental student in 2001 prior to attending
London Business School. From the late 2000s, the
company shifted its focus to after-school tutoring for
primary and high school (K-12) students. K-12 is a larger
market than overseas test prep, with much longer
class duration, i.e. many years versus a one-off exam.
New Oriental’s K-12 business has a significant social
impact mainly through giving students access to
higher-quality teachers. It achieves this by addressing
two structural issues in the Chinese education sector.
The first issue is that top students typically don’t study
to become teachers; they pursue jobs in engineering,
economics, science etc. Therefore, most students are
taught by people who themselves weren’t top students.
New Oriental resolves this problem by hiring high
achievers directly from China’s top universities, putting
them through a very selective training and then offering
strong financial incentives and a career trajectory;
in fact, all top management at New Oriental started
as teachers. This results in superior teaching quality
compared with most private after-school tutoring.

The second issue New Oriental addresses is that
high-quality teachers tend to be in Tier 1 and 2 cities.
Students in lower-tier cities often travel to larger cities
during school holidays to study, but there are many
kids who can’t do this. New Oriental’s solution
is technology; it created two innovative formats to
reach the more distant students. The first is online
small classrooms, where teachers livestream
simultaneously to 20-30 students, with studentteacher interaction like a traditional classroom.
Keeping class sizes small preserves the learning
experience. The second format is dual-teacher
classrooms. This involves a physical classroom,
where a lead teacher livestreams remotely while
a local tutor works with the kids to answer questions
and mark homework. Both formats help to close
the gap in service quality between what is offered
in a top tier city and what is offered elsewhere.
We have several concerns about the Social impacts
from New Oriental’s education business. It is not ideal
that a private company is profiting from what is a basic
right, the services widen the education gap between
those who can afford it and those who can’t, and young
kids are sometimes pushed over much into studying
instead of playing. These are tough structural issues,
but we are at least encouraged to see New Oriental
offering a reasonable service and a pragmatic solution
that goes some way towards broader access to the
services available in the best postcodes.

While New Oriental has improved the quality of afterschool tutoring in China, it has also consistently raised
tuition costs above the level of inflation. The company’s
approach may contribute to parents feeling pressure
to pay for ever more expensive tutoring to keep up
with their peers. For businesses to be sustainable,
and therefore attractive to long-term investors, the
balance of stakeholder impact must be positive.
We are encouraged by what we see at New Oriental,
while watching the counterbalance.
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ESG Profile of Investments
Portfolio Example

Vinamilk
room of someone’s home. In many of these small outlets
Vinamilk is the only dairy supplier, or at most one of two.

Vinamilk is the leading dairy company in Vietnam with
around 60% volume share. Its main products are liquid
and condensed milk, yoghurt and infant formula. Vinamilk
also produces high-end products like drinking yoghurt, nut
milks, ice cream and organic milk, but the bulk of revenue
is from basic daily food items.
From an ESG perspective, the dairy industry globally carries
a heavy environmental cost in terms of greenhouse gas
production (i.e. methane from cows) and from the relatively
inefficient use of arable land that could be used in other
forms of food production. However, for a low income
country like Vietnam, where food quality is patchy and
protein consumption is low, a dairy company that provides
high quality food in affordable small packages fills an
important gap in daily nutrition, so on balance we feel the
company is a force for good.
Most of Vinamilk’s products have a long shelf life – their
liquid milk is mostly UHT – which suits the local retail
landscape given that about three-quarters of food is
bought in informal mom-and-pop retailers with a limited
cold chain. Distribution in Vietnam is complex; the
combination of poor road infrastructure, tiny stores
and low affordability mean unit costs are high, but Vinamilk
has overcome this challenge through scale. In a higherincome country, market dominance like Vinamilk’s might
give the regulators a competition problem, but here the
very scale that gives Vinamilk its high operating margin is
what enables the distribution truck to go a little bit further
and supply a small, remote outlet that would otherwise
not be worth visiting. This scale means the company overindexes in market share in the areas that are particularly
hard to reach; its products are in about 270,000 shops
nationwide, of which perhaps 250,000 are in the front

Unusually for a local company, Vinamilk has taken share
from the multinationals in high-end infant formula. About
30% of formula sales are at the high-end, all of which have
been steadily won in increments of about 0.5% share per
year, from companies like Nestle, Morinaga and Abbott. It
is encouraging that a local champion has been able to do
this and has developed one of the best-known consumer
brands in the country. Vinamilk’s focus on branding has kept
operating margin above 20%, an unusually high level for a
basic foods company. As shareholders we must question
the sustainability of this eye-popping margin and from an
ethical standpoint we should ask if they are overcharging
vulnerable customers. We think the key to both margin
sustainability and business ethics lies in their dominant
market share. The relative scale from controlling more than
half the market has the effect of shrinking the overheads
including advertising, distribution and R&D, which boosts
the operating margin even if gross margin is the same as
any other producer.
The company’s high domestic profile highlights certain
other areas where local companies don’t always shine,
including looking after its staff. Vinamilk is regularly voted
“best place to work”, and in many ways is managed like
a private company despite being technically an SOE.
The state remains the largest shareholder with 36% but
has been reducing its stake and intends to sell more,
although we have no visibility on timing. Khun Charoen
(major shareholder of Thai Beverage) is the next largest
shareholder with 21% and after that Jardine owns just
over 10%. It is not entirely clear how independent each
director is, but we believe half the Board is either technically
independent, or as representatives of the private sector
shareholders above, independent of the state and at least
partly representative of minority investors.

In terms of food safety, the company has a good record.
About a quarter of the raw milk is sourced locally, and this
proportion is rising each year as Vinamilk both invests in
its own dairy farms and supports local independents. This
effort promotes food security for Vietnam at a macro
level. It also encourages efficiency among local farmers.
This is part of the company’s self-interested long-term
planning but there is also an element of Corporate Social
Responsibility. The government wants the company to raise
local farming standards, but local sourcing currently costs
more than buying milk powder from New Zealand. In 2016,
the company even launched an organic strategy, including
upstream in its own farms, adopting international attitudes
to limiting pesticides and veterinary medicine rather earlier
than we expected. The focus of our ESG engagement in
2020 will be water use (we need targets), capital allocation
(unclear reasons for buying some small developed market
companies) and asking for better communication with
minority shareholders.
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Portfolio Example

Guaranty Trust Bank

Guaranty Trust Bank (“GTB”) is the fifth largest
bank in Nigeria by assets, second by retail customer
numbers and leader by profits. A large and stable
low-cost deposit franchise is the raw material of a
bank, especially in a high inflationary environment
like Nigeria. GTB has built this and thus has the
lowest cost of funds in the industry. It has done it
through building a strong brand and reputation,
underpinned by leading technology and an attractive
product portfolio.
Although government and regulators have significantly
mismanaged the Nigerian macro economy over the
past eight years, they have at least introduced positive
reforms to drive financial inclusion through digitisation,
largely modelled on the precedent set in India. Reform
measures include a robust real time instant payment
switch launched in 2012, and a biometric identification
system launched in 2014, followed by mobile money
and agency banking liberalisation. GTB invested ahead
of competitors, launching its updated retail strategy
in 2013, investing in IT systems, new channels and
attractive products. The goal at that time was to reach
25 million customers by the end of 2021 from a base
of 4.3 million in 2012. At the time this seemed unlikely,
but GTB has delivered, at the end of 2019 it had more
than tripled its retail customer base to 17.5 million,
adding nearly 4 million in 2019 alone. It has over 25%
market share of banked retail customers and 20% of
the total retail payments and money transfer market.
Astonishingly for a highly cash driven economy, it
achieved this while adding only 15 branches and 275
ATMs over the past six years, reducing its cost to
income ratio by 770bps.

The growth opportunity is significant: Nigeria has a
population of over 200 million people, comprising
over 170 million mobile phone subscribers – but only
42 million have a bank account. Because GTB has
developed its platform on low cost technology, it
can address the lower end of the retail market with
profitable products in a way the incumbent with legacy
systems can’t, thus maintaining the lowest cost to
assets of tier-1 banks.
GTB’s strategy is a win-win for customers,
shareholders and regulators. Over 85% of GTB’s
funding is in low cost current and savings account
deposits and its “fintech” initiatives have seen it more
than double digital banking income in the past 2 years
as it has scaled its mobile money and smartphone
apps. At the same time, it is collecting valuable data,
which is allowing it to efficiently price the risk of retail
lending. It has brought many previously unbanked
Nigerians into the system, offering them low-cost
products and credit appropriate to their daily lives.
In 2015, it launched an e-commerce marketplace,
providing a platform to help SMEs and consumers
trade. GTB benefits from collecting cheap float
and lending into the e-commerce ecosystem.
The next step is to broaden into a full-blown
consumer ecosystem. In December 2018, it
launched Habari, a “super-app” including an array
of financial products plus Nigeria’s largest catalogue
of music streaming, video and e-commerce.

GTB’s initiatives since 2013 have helped it grow
profits by 14% CAGR at an average ROA of 4.8%
and ROE of 30%. Its high profitability allows it to
pay out 50% of net income in dividends while
continuing to reinvest in growth, maintaining
a strong capital position, even in the midst of
an extremely challenging environment.
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Yandex

Yandex is Russia’s largest internet company, with
several leading digital properties in Russia. It has
more than 55% market share of search queries, which
contributes to Yandex’s more than 50% share of total
digital advertising spend in Russia. It also has more
than 60% market share of the ride-hailing market
in Russia through a JV with Uber, of which Yandex
owns 58%. The company has an entrepreneurial and
meritocratic culture that is unique in the Russian
market, which is dominated by state-owned entities
and resources companies.
Yandex’s culture has led to the incubation of several
new business lines since its inception in 1997, taking
Yandex beyond search and into ride-hailing, food
delivery, e-commerce, classifieds, media services,
newsfeed, maps, cloud, grocery delivery, and notably,
autonomous vehicle technology, where by most
measures Yandex is a top-5 global player. Yandex’s
cultural willingness to experiment in new business
areas contributes to its ability to attract the best talent
in Russia. And Russia is still relatively underpenetrated
in many of the areas mentioned above – for example,
e-commerce penetration is estimated at a mere
5% vs 14% in the US and 24% in China. We believe
Yandex’s well-resourced platform, staffed with Russia’s
top talent, investing in underpenetrated high-value
markets, is a recipe for sustainable value creation,
and offers a very attractive long-term investment
opportunity.
Yandex’s attractiveness goes beyond its investment
merits. As a large employer, it offers its ~9,000
employees a fantastic place to work and sets a high
bar for competing employers in Russia. It also offers

high-quality locally tailored products and services that
may otherwise be designed by global competitors
with markets other than Russia in mind. Google,
for example, Yandex’s closest competitor in Russia,
releases new products according to a global schedule,
and given that Russia makes up less than 1% of
revenue, it seems to attract little strategic attention.
We have heard as much in conversations with several
large ad buyers in Russia, who appreciate the ability
with Yandex to design a campaign with specialist
content tailored for the local market.
As we have seen in the US and elsewhere,
governments have become concerned about the
ownership of internet companies given their wide
access to sensitive local data. In response to the
Russian government’s growing desire to keep Yandex
in Russian hands, the company has worked over the
last year to modify its governance structure in a way
that would satisfy all stakeholders. Shareholders
recently voted to approve the new governance
structure, which prevents foreign control through
local Russian presence and voting power on the board.
While minority shareholders lose some control under
the new structure, we believe that the company, led
by controlling shareholder Arkady Volozh, successfully
protected minority shareholders from worse
outcomes, which is why we voted in favour of the
new structure.
One of the key stakeholder groups at Yandex are the
drivers on its ride hailing platform. Regulators around
the world are evaluating driver income levels, benefits
and rights, and whether they should be treated as
employees. In response to these concerns, in the last
two years, Yandex changed strategic direction from
the rider to the driver side of the platform. Driver-side
KPIs including earnings per hour were added for the
managers. Yandex insures both the driver and rider

on each ride, though regulations don’t require it. In
addition, Yandex has implemented several driverfriendly features that add convenience, like fulfilling
an order on the way home, or on the way to pick up
children. Through its partnership with Uber, Yandex
inherited the Uber approach to measuring driver
satisfaction – the DSAT, like a net promoter score for
consumers. Since implementing the business model
changes Yandex saw its DSAT rise from 3.5 to 4.0 on
average, a score that the company claims Uber has
only been able to attain in some cities globally. We
plan to monitor this and other income statistics in our
regular interactions with the company.

Lastly, we have discussed with Yandex the possibility
of providing more disclosure around pertinent ESG
factors and expect that the company will publish
something in 2020. We believe we have a constructive
relationship with the company and hope to maintain
a proactive and progressive dialogue on ESG with
Yandex in the future.
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Alibaba

Alibaba’s license to operate rests on the huge benefits
it has brought to consumers and small businesses in
China since its founding.
If we think back to the early 2000s, prior to the rise of
e-commerce, Chinese consumers faced a perplexing
problem: increasingly wealthy, they wanted to upgrade
to higher-end apparel and accessories but didn’t know
what to buy. Popular global brands had limited presence
in China at the time and, to fill the void, consumers
tended to use price as a proxy for quality: the higher
the price, the higher the perceived quality. Some local
brands took advantage and marketed their products
at high price points. The high prices allowed multiple
layers of distributors to enter the supply chain, but the
middlemen typically added little value, seeking only
relationship-based economic rents.
China’s inefficient distribution provided fertile ground
for the rise of Alibaba’s Taobao platform, today the
world’s largest online retail marketplace with over 400
million active users and over 1 billion products available.
Taobao’s value proposition was to offer suppliers a
direct route to consumers, cut out the middlemen and
also reduce the scope for corruption. Looking back
through our company meeting notes at that time, the
CFO of a large Chinese department store company told
us in 2012 that e-commerce was reducing the retail
mark-ups from the factory to the consumer from the
typical 10x to closer to the 4-5x found in Europe.
As e-commerce developed, a smaller cut for middlemen
led to lower prices, and soon being on-trend became an
affordable mass market aspiration. Alibaba’s investment
in IT systems also dramatically improved logistics
efficiency: the average cost of a parcel delivered in China

has fallen 10-15% a year for the last five years.
The combination of competitive prices (an Alibaba survey
showed average online prices were 20% lower than
offline prices in rural areas) and better logistics allowed
e-commerce in the countryside to blossom.
By one estimate rural e-commerce transactions grew
from US$30 billion in 2014 to US$196 billion in 2017.
We shouldn’t underestimate Alibaba’s contribution to
this growth: in the early days, the company created village
stations in rural convenience stores to serve as drop-off
and pick-up points. The village station operators were
supplied with internet access so rural residents could
browse online products. Fast forward to today, people in
lower tier cities can dress as fashionably as their peers in
Shanghai. Whether fashion is a public good is debatable,
but access to products at fair prices is not.
As Alibaba grew, it facilitated the emergence of a raft
of entrepreneurial online businesses. Alibaba’s platform
transforms the fixed costs of consumer companies into
variable costs, allowing SME businesses to compete
effectively against larger rivals. Alibaba aggregates
demand, provides low cost delivery, serves sellers with
effective cloud IT solutions and facilitates financing
for smaller companies. These small businesses are an
engine of economic growth, employment and dispersed
wealth creation. Reducing the cost of consumer goods
and democratising the corporate landscape are the
positive outcomes of Alibaba’s self-interested business
decisions. But the effects are not all positive. We
monitor two potentially negative impacts of Alibaba’s
business, both of which are difficult for ESG data
providers to analyse.
The first issue is whether Alibaba, having destroyed
one set of inefficiencies, is creating its own potentially
unsustainable monopoly, extracting overly high
economic rents. We watch this closely, looking at
Alibaba’s take from the retail market, the profitability of
its suppliers, the value the platform provides, and how

the company uses its cash flows to invest. Currently we
think the platform fees are sustainable, kept in line by
the level of competitive pressure, but Alibaba’s attempts
over the last few years to block suppliers from selling on
competing platforms is a sign of the company’s market
power that needs watching.
The second issue is something that plagues
e-commerce businesses generally, and where none
of us are off the hook: each order generates GHG
emissions from transport and packaging, and worse,
we tend to order smaller packages online than
offline. We recently learnt that the average basket
size at China’s leading offline hypermarket is US$15,
compared to the average ticket for an online grocery
order of only US$10. This is the dark side of the highly
efficient e-commerce logistics industry, which brings
cheap goods to customers all over China.

Although Alibaba’s business model relies on delivery, the
actual logistics is carried out by “ecosystem partners”
that are not on Alibaba’s balance sheet, so any narrowly
focused ESG analysis misses out this important negative
externality.
We would like the company to place more emphasis
on the environmental impact of its delivery partners,
building on its focus on reducing the amount of
packaging materials used by its ecosystem, whether
or not it is something that impacts its official ESG
assessments.
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Semen Indonesia

Despite its polluting emissions and our related
misgivings, we see our cement investments as
compelling in a broad stakeholder analysis.
Unfortunately, making cement generates greenhouse
gases (“GHG”), especially carbon dioxide (“CO2”).
Cement generates about 8% of the global CO2 total, not
far behind the largest emitter, agriculture (12%). GHG
emissions are unavoidable in the production process;
limestone and clay are fed into huge kilns and heated
to over 1,400 degrees Celsius, causing the calcination
reaction that splits the material into carbon dioxide and
the dark grey balls of clinker that are then ground into
cement. Aside from GHG emissions, cement production
also has other negative environmental impacts including
water consumption and particulate air pollution.
On the other hand, concrete, which is made from
cement by blending in aggregates, is crucial for
construction. It was used by the Romans over 2,000
years ago and is now the most widely used man-made
material. It is a key input for modern infrastructure
and housing; indeed, it is hard to imagine a country
developing without cement. If we accept economic
development as a good thing for lower-income
countries and that people should have access to better
fundamental facilities such as hospitals, clean water and
modern housing, we are forced to embrace cement. As
investors we believe the way to deal with this necessary
environmental evil is to look for, and encourage, bestin-class corporate behaviour to minimise the negative
effects. We also focus our cement investments in lowerincome countries, where the need for basic housing and
infrastructure is more pressing.

Semen Indonesia is the largest cement producer in
Indonesia with over 50% market share after buying the
third player, Holcim Indonesia, in 2019. Its dominant
position is supportive of profits but in return the
company is expected to be a good corporate citizen,
supplying a region after, say, a natural disaster without
profiteering. Cement consumption in Indonesia is
unusually low at only 260 kg of cement per capita, which
is half the level in Egypt, where incomes are lower, and a
third of the per capita usage in Vietnam, where incomes
are similar. If consumption rises, as we expect, it implies
more emissions, but we cannot argue with the societal
benefit of building infrastructure in a poor country.
According to the UN, more than 1/5th of Indonesia’s
urban population lives in slums. Slums and other
informal housing are vulnerable to Indonesia’s frequent
natural disasters, including earthquakes, flooding and
drought. Proper housing, which will require cement,
could help unleash the human potential of millions of
Indonesians.
There are two things here: first, the necessary evil of
producing GHG while making cement; and second,
a much simpler question of communication. The
reporting on ESG issues by EM companies is in its
infancy. There is also significant variance among the
ESG data providers that are monitoring them. This is not
necessarily their fault: some EM companies are not sure
why they should respond to requests for information
from organisations they have never heard of asking
questions few have emphasized in their home market.

While Semen Indonesia’s own sustainability report is
of good quality, there are more things we would like
to see in it, including targets to reduce GHG emissions.
A lack of disclosure is not unusual in EM and in our
experience may not accurately reflect how seriously a
company approaches climate change. Less than half of
MSCI EM benchmark constituents report Scope 1 and
2 emissions and the ESG ratings services often end up
basing their assessments on estimates, downgrading
companies when they don’t make public filings. We
are engaging with Semen Indonesia to provide better
climate-related disclosures that conform to international
norms and the company has welcomed our input. In
addition, we would like Semen Indonesia to consider the
recommendations of the Task Force on Climate-related
Financial Disclosures and to participate in assessment
questionnaires from external groups such as CDP,
formerly the Carbon Disclosure Project.

We are encouraged by what the company is doing to
reduce its environmental impact, including using POS
data to optimise road haulage, lowering the clinker
factor and switching to local renewable energy sources
like sawdust, rice husks and coconut waste. The next
stage is to communicate more effectively what they
are doing and to set targets. Targets we would like to
see include those for: reducing Scope 1 emissions,
cutting particulate air pollution, lowering nonrenewable energy consumption, improving wastewater
management and setting the bar higher for health and
safety. It is a great help when companies, such as Semen
Indonesia, have an ESG team to facilitate the dialogue.
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ESG Profile of the Portfolio
For the purposes of this report,
we collated select portfoliolevel ESG metrics from the MSCI
ESG Research database as well
as company-level ESG metrics
to accompany our qualitative
assessment of the top ten
portfolio positions.
While we do not use MSCI ESG metrics as a
quantitative tool in our investment decisions,
showcasing the MSCI ESG data available on the
company may help readers in benchmarking.
We also included a set of financial metrics, to
show ESG metrics integrated with financial metrics
of a company. We aim to evolve and improve our
approach on this front in 2020 and beyond.

EN V I RO N M EN TA L

SOCIAL

GOVERNANCE

Total Carbon Emissions

Number of Employees

State-Owned Entity

metric tons CO2e

total

of holdings

812,761

4,069,465

15%

Carbon Reduction Targets

Non-Salary Benefits

Controlling Shareholder(s)

of holdings

of holdings

of holdings

33%

92%

63%

Employee Training

Majority of Board is Independent

of holdings

of holdings

16%

58%

Gender Diversity of the Board

71%
of holdings
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Alibaba
Top 10 Holdings

ESG Profile

Global leader in e-commerce

INVESTMENT THESIS
Quality Rating: B Weight: 4.3%
Initiated: June 2015
Alibaba’s market share in the Chinese retail industry can
increase from the current level of about 15%, leveraging
its dominant position in online physical goods commerce,
almost ubiquitous customer base, complete data set on
consumer behaviour and technical capabilities. In the
process, Alibaba can extract more value by “digitising”
the retail chain, providing digital distribution, marketing,
financial and IT services.
Risks include uncertainties over the capabilities of the
new management team given Jack Ma is stepping back
and whether Alibaba’s ubiquity and dominance can be
maintained if online consumers increasingly favour price or
delivery speed over assortment, Alibaba’s key competitive
advantage.

KEY ESG CONSIDERATIONS

ENVIRONMENTAL

Key ESG considerations include the extent to which Alibaba
is exercising its market power over its often small suppliers,
the environmental impact of e-commerce parcel delivery,
limited minority control over the company and unclear
connected party transactions between Ant Financial
and Alibaba.

Carbon emissions scope 1+2
(metric tons)

Broader externalities include the contribution of Alibaba
to income inequality in China, given the significant financial
rewards Jack Ma and the partnership have earned.

Carbon emission performance
relative to peers

Alibaba is a challenging holding to engage with given
our relatively small ownership and its effective control
by insiders.

SHARE PRICE PERFORMANCE

Carbon emission intensity
(t/usd million)

SOCIAL
436,563.00
7.80

Employees
Non-salary benefits

116,5191
Benefits cover
all employees

Annual training hours per employee

-

3.00

Percentage of employees
receiving training

-

Freshwater withdrawal (m3)

-

Engagement surveys
for employee satisfaction

No

Freshwater withdrawal
intensity (m3/usd million sales)

-

Staff turnover

Carbon reduction target

No target

GOVERNANCE

-

FINANCIAL 2

Since initial investment in US$

State-owned entity

No

240%
220%
200%
180%
160%
140%
120%
100%
80%
60%
40%

Largest shareholder

Jack Ma, 6.2%

Annual Revenue (USD millions)

56,149

Yes

Year-on-Year Revenue Growth

48.70%

Yes

Return on Equity

18.50%
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BUSINESS DESCRIPTION
Country: China Sector: Consumer Discretionary
Market Cap: US$571 billion
Alibaba is the world’s largest e-commerce company
by gross merchandise volume and represents 75% of
the Chinese e-commerce industry. It operates a pure
marketplace model with two websites, Taobao for small
sellers and Tmall for large and branded sellers. The
majority of Alibaba’s value comes from its core domestic
e-commerce business, but it also holds rights to a third of
the earnings of Ant Financial, the largest fintech in China,
and is China’s leading cloud operator. It is one of the two
leading e-commerce players in Southeast Asia and has
ambitions in overseas financial services.

Market Cap and Weight as of 31 December 2019.
1. 	Source: Alibaba as of 25.03.2020, https://www.alibabagroup.com/en/about/faqs
2. All financial data is sourced from FactSet and is as of 31.12.2019.
3. Articles of Association allow the Alibaba Partnership to appoint a majority of directors.

Controlling shareholder
Founder firm / family firm
Independent board directors

45.50%

Insider voting power

43.70%

Percentage female board members

9.09%

Number of female board members

1

One share one vote
Related party transaction

Formally yes3
yes

Market Cap (USD millions)

570,713
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Sberbank
Top 10 Holdings

ESG Profile

Leading bank in Russia
BUSINESS DESCRIPTION

KEY ESG CONSIDERATIONS

ENVIRONMENTAL

Country: Russia Sector: Financials
Market Cap: US$92 billion
Sberbank is the largest bank in Russia, with 93m retail
clients, 14k branches and almost 300k employees. It has
about half of all Russia retail deposits, despite offering the
lowest deposit rate in the system.

Key ESG considerations include Sberbank’s systemic risk
position in Russia as well as Europe given its exceptionally
high market share, its near monopoly position that may
stifle competition and innovation, and governance
concerns given it’s a SOE controlled by the Central Bank
of Russia.

Sberbank’s controlling shareholder is the Central Bank
of Russia, which is also the industry regulator. The CEO
and Chairman of the Executive Board, Herman Gref, has
a reputation for pushing innovation and implementing
cost-efficiency measures. Politically, he is a market-oriented
liberal reformer.

Broader externalities include Sberbank’s stability in an
otherwise challenged Russian banking system, which gives
it a unique role in the credit provision necessary for growth.

Risks include Sberbank’s state ownership and the related
questions around management alignment, as well as the
poor long-term outlook for the Russian economy.

Market Cap and Weight as of 31 December 2019.
1. Source:

Sberbank as of 25.03.2020, https://www.sberbank.com/about
2. All
 financial data is sourced from FactSet and is as of 31.12.2019.

251,306.00

Carbon emission intensity
(t/usd million)

6.30

3.00

-

Freshwater withdrawal (m3)

-

Engagement surveys
for employee satisfaction

Surveys conducted
annually

Freshwater withdrawal
intensity (m3/usd million sales)

-

Staff turnover

Carbon emission performance
relative to peers

Yes

Largest shareholder

Central Bank of the Russian
Federation, 50%

4%

Controlling shareholder

Yes

Founder firm / family firm

No

Independent board directors
Insider voting power
9
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14.20%

FINANCIAL 2

State-owned entity

1%

Benefits cover
all employees
-

5%

2%

Non-salary benefits

278,0001

Percentage of employees
receiving training

No target

GOVERNANCE

3%

Employees

Annual training hours per employee

Carbon reduction target

Since initial investment in US$

t0
8

Quality Rating: B Weight: 4.2%
Initiated: October 2008
Sberbank’s unrivalled market position is the key driver of
its high ROE. Sberbank has a dominant deposit franchise
despite offering the lowest deposit rates. Additionally,
the bank has unmatched operating scale. Among large
banks globally, Sberbank has particularly high un-levered
profitability. Gross leverage is about 8x, but the current
ROE is about 20%. While investing in Russia entails
geopolitical risk, the macrofinancial risks are relatively
contained. Russia has a strong sovereign balance sheet.

SHARE PRICE PERFORMANCE

Oc

INVESTMENT THESIS

Potential areas for engagement include board composition,
executive pay disclosures and participation in the Equator
principles for environmental and social risk.

SOCIAL

Carbon emissions scope 1+2
(metric tons)

50.00%
-

Percentage female board members

28.57%

Number of female board members

4

One share one vote

no

Related party transaction

no

Market cap (USD millions)

92,215

Annual revenue (USDmillions)

51,956

Year-on-year revenue growth

5.70%

Return on equity

20.50%
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Taiwan Semiconductor Manufacturing Company (TSMC)
Top 10 Holdings

ESG Profile

Global leader in semiconductor foundry

INVESTMENT THESIS
Quality Rating: B Weight: 3.3%
Initiated: November 1999
TSMC is a leader in the semiconductor market with a proven
track record of successful technology migration and cost
reduction through increasing productivity. It has strong
diversification, which helps to smooth fluctuations in
demand and maintain higher levels of capacity, utilization
and profitability. Industry leading margins due to economies
of scale. Disciplined capital allocation and focus on R&D
has allowed TSMC to maintain technology lead and helped
to increase market share over the last decade. We expect
future growth opportunities for TSMC with high performance
computing and 5G development.

KEY ESG CONSIDERATIONS

ENVIRONMENTAL

Key ESG considerations include environmental impact of
resource intensity of semiconductor manufacturing even
if TSMC ranks amongst the best in the industry and the lack
of gender diversity and longevity of the board.

Carbon emissions scope 1+2
(metric tons)

Broader externalities include TSMC’s initiative to build
a foundry in China to improve relationship with the
Chinese government given the potential risk of an invasion
from China.

Carbon reduction target

Potential areas for engagement include succession planning.

SOCIAL
8,475,367.00

Carbon emission intensity
(t/usd million)

252.60
Ghg reduction target
of 60%

Carbon emission performance
relative to peers
Freshwater withdrawal (m3)

SHARE PRICE PERFORMANCE

5.00
54,769,000.00

Freshwater withdrawal
intensity (m3/usd million sales)

1,632.07

GOVERNANCE

Since initial investment in US$

State-owned entity

No

Largest shareholder

National Development Fund
Executive Yuan, 6.38%

10%
8%

Controlling shareholder

No

6%

Founder firm / family firm

Yes

4%
2%
0

Risks include technology migration risk, potential emergence
of resourceful competitors that could be disruptive for the
industry, less pricing power at the advanced nodes, capital
intensive business with relatively low cash flow conversion.

Market Cap and Weight as of 31 December 2019.
1. Source: Forbes as of 25.03.2020, https://www.forbes.com/companies/taiwan-semiconductor/
2. All financial data is sourced from FactSet and is as of 31.12.2019.

Employees
Non-salary benefits
Annual training hours per employee

46,9681
Benefits cover
selected employees
11 hours

Percentage of employees
receiving training

-

Engagement surveys
for employee satisfaction

Surveys conducted
annually

Staff turnover

4.50%

FINANCIAL 2

12%
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BUSINESS DESCRIPTION
Country: Taiwan Sector: Information Technology
Market Cap: US$286 billion
TSMC pioneered the pure-play foundry business model
when it was founded in 1987 and has been the world’s largest
dedicated semiconductor foundry ever since. By choosing
not to design, manufacture or market any semiconductor
products under its own name, the Company ensures that
it never competes directly with its customers. TSMC serves
more than 480 customers and manufactures more than
10,000 products, using 261 distinct technologies. Their
products have different applications and are used in a variety
of end markets, including mobile devices, high performance
computing, automotive electronics and the Internet of Things
(IoT). TSMC headquarters and main operations are located in
Taiwan and it has a widely dispersed share ownership.

Independent board directors
Insider voting power

55.60%
-

Percentage female board members

22.22%

Number of female board members

2

One share one vote

yes

Related party transaction

no

Market cap (USD millions)

286,318

Annual revenue (USDmillions)

34,613

Year-on-year revenue growth

3.75%

Return on equity

20.74%
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Samsung Electronics
Top 10 Holdings

ESG Profile

Global leader in semiconductors

Potential areas for engagement include labour conditions
and governance issues.

SOCIAL

Carbon emissions scope 1+2
(metric tons)
Carbon emission intensity
(t/usd million)

SHARE PRICE PERFORMANCE

15,173,000.00
69.50

Carbon reduction target
Carbon emission performance
relative to peers
Freshwater withdrawal (m3)
Freshwater withdrawal
intensity (m3/usd million sales)

Surveys conducted
annually

134,230,000.00

40%

Controlling shareholder

30%

Founder firm / family firm

Chaebol

Independent board directors

63.60%

Insider voting power

21.21%

Percentage female board members

18.18%

Number of female board members

2
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1. Source: Samsung as of 25.03.2020, https://news.samsung.com/uk/fast-facts
2. All financial data is sourced from FactSet and is as of 31.12.2019.

17.90%

FINANCIAL 2
Lee Family And Samsung Group,
21.21%

Market Cap and Weight as of 31 December 2019.

Staff turnover

614.40

Largest shareholder

Risks include capacity discipline deterioration for DRAM,
technology leadership erosion in memory, continued loss of
market share in consumer products.

62.2 Hours

Engagement surveys
for employee satisfaction

No

0

No evidence

5.00

State-owned entity

10%

Annual training hours per employee

-

60%

20%

Non-salary benefits

309,6301

Ghg reduction target
of 70%

GOVERNANCE

50%

Employees

Percentage of employees
receiving training

Since initial investment in US$

ar

Quality Rating: B Weight: 3.2%
Initiated: November 1996
Positive view on DRAM given strong growth in server market
and supply-side discipline created through market consolidation to only 3 players. SEC is operationally best in class, with
strong track record, technology leadership, vertical integration
and scale advantage. It has a compelling valuation with
improving capital returns, strong balance sheet and lower cost
base than peers. SEC’s foundry business provides significant
upside optionality if successful. Over the longer term, some
upside optionality also exists in IoTs and autonomous driving.

ENVIRONMENTAL

Broader externalities include power consumption
reductions with continued innovation in technology.

M

INVESTMENT THESIS

KEY ESG CONSIDERATIONS
Key ESG considerations include environmental impact of is
manufacturing operation even if Samsung ranks highly vs
global peers. We are also sensitive to accusations of antiunion behaviour and chaebol ownership issues including
succession and bribery issues.

No
v9

BUSINESS DESCRIPTION
Country: South Korea Sector: Information Technology
Market Cap: US$320 billion
Samsung was founded in 1938 and began its consumer
electronics business in 1969. Today, it is the global leader in
semiconductors by revenues and holds one of the largest
number of US patents of any global firm. Some of its major
customers include Apple, Deutsche Telekom, Verizon, etc.
Semiconductor is the largest division at Samsung, accounting
for over 25% of the company’s revenue and more than 60%
of EBIT. Within the semiconductor division, memory (DRAM
and NAND) is by far the biggest contributor in terms of profits.
Samsung has a complex shareholder structure with a number
of crossholdings across the Samsung Group companies. Of
these crossholdings, the largest is Samsung Life, which owns
more than 7% of Samsung Electronics.

No

One share one vote

No

Related party transaction

Yes

Market cap (USD millions)

320,354

Annual revenue (USD millions)

197,568

Year-on-year revenue growth

-5.48%

Return on equity

8.28%
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58.com
Top 10 Holdings

ESG Profile

Dominant online classifieds platform in China

8.20

Potential areas for engagement include improving the
transparency of the accounts, pushing further enhancement
of listing quality, and reminding the company of the interests
of minority shareholders.

Freshwater withdrawal (m3)

-

Freshwater withdrawal
intensity (m3/usd million sales)

-

SHARE PRICE PERFORMANCE

Carbon emission performance
relative to peers

No target
3.00

GOVERNANCE

Employees
Non-salary benefits

22,9161
No evidence

Annual training hours per employee

-

Percentage of employees
receiving training

-

Engagement surveys
for employee satisfaction

No evidence

Staff turnover

-

FINANCIAL 2

Since initial investment in US$

State-owned entity

No

90%

Largest shareholder

Tencent, 22.83%

Annual revenue (USD millions)

2,254

Yes

Year-on-year revenue growth

13.54%

Yes

Return on equity

28.06%

85%

Controlling shareholder

80%
75%

Founder firm / family firm

70%
65%
60%
55%
50%

1. Source:

Bloomberg as of 25.03.2020, https://www.bloomberg.com/profile/company/WUBA:US
2. All
 financial data is sourced from FactSet and is as of 31.12.2019.
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Market Cap and Weight as of 31 December 2019.
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45%
18

Risks include the sensitivity of 58.com’s underlying markets
such as jobs, housing and cars to the macro environment,
any deterioration in its product innovation capability, and
poor capital allocation by Yao Jinbo, or other decisions he
may take which act against minority interests.

Carbon emission intensity
(t/usd million)

SOCIAL
15,688.00

Carbon reduction target

Ap
r

Quality Rating: B Weight: 2.2%
Initiated: October 2017
58.com’s market leadership creates a strong barrier to entry due to network effects. At the same time, 58.com can
capture a growth opportunity as the underlying markets
in which it operates enjoy structural expansion and a shift
towards online.

ENVIRONMENTAL
Carbon emissions scope 1+2
(metric tons)

Broader externalities include the company’s initiatives to
connect small businesses and consumers in rural China
where market information is weak and finding costs are
otherwise high.

Ja
n

INVESTMENT THESIS

KEY ESG CONSIDERATIONS
Key ESG considerations include Yao’s control over the
company with only a minority stake. The company has also
suffered complaints of fraudulent listings despite a robust
fraud detection process.

Oc
t1
7

BUSINESS DESCRIPTION
Country: China Sector: Communication Services
Market Cap: US$10 billion
58.com is the dominant online classifieds platform in China.
Its founder, Yao Jinbo, was inspired by Craiglist and established
the company as a general classifieds platform in 2005.
Since then, the company has evolved from a general platform to focus on four vertical market segments – jobs, real
estate, used cars and yellow pages. Most of the company’s
value comes from jobs, where it is the dominant blue-collar
online recruitment platform, and property, where it shares the
online property industry with an emerging competitor, Beike.

Independent board directors

80.00%

Insider voting power

10.54%

Percentage female board members

0.00%

Number of female board members

0

One share one vote

No

Related party transaction

Yes

Market cap (USD millions)

9,686
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Tencent
Top 10 Holdings

ESG Profile

Global leader in online video games, social media and venture capital
BUSINESS DESCRIPTION
Country: China Sector: Communication Services
Market Cap: US$460 billion
Tencent is a Chinese leader in online games, media,
social networking, cloud services and fintech. Since its
establishment in 1998 it has become one of the premier
internet companies in China through its control of user traffic
and acting as a gatekeeper for the Chinese game market.

KEY ESG CONSIDERATIONS

ENVIRONMENTAL
Carbon emissions scope 1+2
(metric tons)

Key ESG considerations include potential video game
addiction for minors given leading position in games,
data privacy and security given large quantities of user
data and reported citizen monitoring through apps, and
anti-competition issues due to exclusive licensing
agreements with major music labels.

Carbon emission intensity
(t/usd million)
Carbon reduction target

50%
49%
48%
47%
46%
45%
44%
43%
42%
41%
40%

-

Engagement surveys
for employee satisfaction

Surveys conducted
annually

Freshwater withdrawal
intensity (m3/usd million sales)

-

Staff turnover
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FINANCIAL 4

State-owned entity

No

Largest shareholder

MIH/Naspers, 31.10%

Annual revenue (USD millions)

54,602

Yes

Year-on-year revenue growth

15.51%

Yes

Return on equity

21.36%

Insider voting power

6

39 hours2

Freshwater withdrawal (m3)

Independent board directors

99

Annual training hours per employee

Benefits cover
all employees
99.00%3

Founder firm / family firm

55.60%
8.61%

Percentage female board members

11.11%

Number of female board members

1

One share one vote

Yes

Related party transaction

No

Market Cap and Weight as of 31 December 2019.
1. S ource: Forbes as of 25.03.2020, https://www.forbes.com/companies/tencent-holdings/
2. L atest available data from 2017.

Non-salary benefits

54,3091

Percentage of employees
receiving training

Controlling shareholder

ar

ay
9

Risks include slowing of game profits in the medium term;
losing share of time spent; cultural deterioration due to
heavy internal competition; and government intervention.

No target

GOVERNANCE

Since initial investment in US$

M

Quality Rating: A Weight: 2.6%
Initiated: June 2019
Tencent has a dominant share of user traffic through
controlling user attention on social platforms (45-50% of
mobile user time spent on Tencent’s apps); and control
gateway assets (Yingyongbao Appstore, browser, security,
payment). Strong traffic allows Tencent to be a fast follower
when new trends appear in Chinese internet and Miniprograms, which allow businesses to create small programs
within WeChat, has potential to be game changing.

SHARE PRICE PERFORMANCE

M

INVESTMENT THESIS

15.70

Employees

5.00

Carbon emission performance
Relative to peers

The company in the earlier years focused on PC role-playing
games and QQ instant messenger. Over time, it solidified its
leadership in social networking through WeChat and expanded
into numerous media verticals such as video and music. Today
it is pushing to scale its business services. Tencent also has an
extensive investment portfolio with just the listed associates
valued at $30-40 billion.

SOCIAL
715,352.00

3. Latest available data from 2017.
4. A
 ll financial data is sourced from FactSet and is as of 31.12.2019.

Market cap (USD millions)

460,468
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AIA Group
Top 10 Holdings

ESG Profile

Leader in insurance and financial services in China

INVESTMENT THESIS
Quality Rating: A Weight: 2.5%
Initiated: May 2014
AIA has high returns on capital, it benefits from a trusted
brand and unrivalled distribution network and has a long
runway for growth given the health and protection gap in
Asia. Its shareholder-oriented management operates with
great optionality on excess capital.
Risks include potential impact of recent unrest in HongKong and downcast macro-economic conditions; increasing
financial regulation in Asia with potential to be detrimental
to profits and highlight existing aggressive selling practices;
impact of low interest rates on spread income; and shift of
insurance distribution from agencies to banks.

KEY ESG CONSIDERATIONS
Key ESG considerations include aggressive selling practices
by the agents and value for clients given high commission
costs and high margins for AIA.
Broader externalities include AIA’s positive societal role in
addressing low insurance penetration and limited social
welfare provision in emerging Asia as well as an aging
population with growing retirement savings needs.
Potential areas for engagement include sales practices,
gender diversity on the board, high employee turnover
concerns, approach to climate change impact in underwriting
and ESG integration in investments.

SHARE PRICE PERFORMANCE

ENVIRONMENTAL
Carbon emissions scope 1+2
(metric tons)
Carbon emission intensity
(t/usd million)
Carbon reduction target
Carbon emission performance
relative to peers

8%

GOVERNANCE

Controlling shareholder
Founder firm / family firm

7%

Independent board directors

6%

Insider voting power

5%
4%

Market Cap and Weight as of 31 December 2019.
1. S ource: Forbes as of 25.03.2020, https://www.forbes.com/companies/aia-group/
2. A
 ll financial data is sourced from FactSet and is as of 31.12.2019.

7.00

-

Largest shareholder

9%

Ghg reduction target
of 5%

-

State-owned entity

10%

1.30

Freshwater withdrawal
intensity (m3/usd million sales)

Since initial investment in US$
11%

SOCIAL
47,165.00

Freshwater withdrawal (m3)
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BUSINESS DESCRIPTION
Country: China Sector: Financial Services
Market Cap: US$127 billion
Founded by Cornelius Vander Starr in 1919, AIA is based in
Hong-Kong and operates in 18 markets. It offers various
insurance and financial services including writing life
insurance for individuals and businesses, as well as accident
and health insurance, retirement planning and wealth
management services. AIA has over 34 million individual
policies and over 16 million group scheme customers.
AIA sells insurance policies through its network of exclusive
agents as well as strategic distribution partnerships
including bancassurance and financial advisor networks.

Employees
Non-salary benefits
Annual training hours per employee

22,0001
Benefits cover
all employees
14.15 Hours

Percentage of employees
receiving training

-

Engagement surveys
for employee satisfaction

Surveys conducted
annually

Staff turnover

16.60%

FINANCIAL 2
No

Market cap (usd millions)

126,911

-

Annual revenue (usd millions)

40,824

No

Year-on-year revenue growth

11.99%

No

Return on equity

11.90%

81.80%
-

Percentage female board members

9.09%

Number of female board members

1

One share one vote

Yes

Related party transaction

No
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New Oriental Education
Top 10 Holdings

ESG Profile

Leader in after-school tutoring in China

INVESTMENT THESIS
Quality Rating: B Weight: 2.0%
Initiated: October 2018
Chinese after-class tutoring market is large and growing.
China has ~170 million kids in primary and secondary school
with ~65 million kids taking after-class tutoring.
New Oriental is a consolidator in the market; its competitive
advantages include strong brand, high teaching quality,
proximity and technology. It has a strong management
team with a focus on product quality and the business has
high cash conversion due to high level of pre-payments and
long-term pricing power in education services.
Risks include changes in regulation, deterioration in teacher
quality, cost inflation, and potential disruption of online
education.

Market Cap and Weight as of 31 December 2019.
1. S ource: FactSet as of 31.12.2019.
2. A
 ll financial data is sourced from FactSet and is as of 31.12.2019.

KEY ESG CONSIDERATIONS

ENVIRONMENTAL

SOCIAL

Key ESG considerations include potential additional
pressure on children due to after school private tutoring
options and rising cost of education for parents, which
may widen the education gap.

Carbon emissions scope 1+2
(metric tons)

Broader externalities include positive social impact through
improving access to quality teaching.

Carbon reduction target

SHARE PRICE PERFORMANCE

Carbon emission intensity
(t/usd million)

309,612.00
100.00

3.00

-

Freshwater withdrawal (m3)

-

Engagement surveys
for employee satisfaction

No evidence

Freshwater withdrawal
intensity (m3/usd million sales)

-

Staff turnover

Carbon emission performance
relative to peers

GOVERNANCE
Largest shareholder

Michael Minhong Yu/Tigerstep,
13.50%

90%
80%
70%
60%
50%

-

FINANCIAL 2
No

100%

Benefits cover
selected employees
-

State-owned entity

110%

Non-salary benefits

64,3271

Percentage of employees
receiving training

Since initial investment in US$
120%

Employees

Annual training hours per employee

No target

130%
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BUSINESS DESCRIPTION
Country: China Sector: Consumer Discretionary
Market Cap: US$19 billion
New Oriental is one of the best-known tutoring brands in
China. Originally focused on overseas test prep such as GRE,
GMAT, IELTS, etc. and teaching of English, in 2008 it pivoted
towards after school tutoring for primary school, middle
school and high school. Since then, it successfully scaled
its offline training centres, improved content and teacher
training, and achieved consistent growth and profitability.
Currently New Oriental directly operates more than 1000
learnings centres with a strong focus on content and
teaching quality.

Controlling shareholder

No

Founder firm / family firm

Yes

Independent board directors

50.00%

Insider voting power

13.50%

Percentage female board members

0.00%

Number of female board members

0

One share one vote

Yes

Related party transaction

Yes

Market cap (USD millions)

19,210

Annual revenue (USD millions)

3,088

Year-on-year revenue growth

25.68%

Return on equity

16.49%
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House Development Finance Corporation (HDFC)
Top 10 Holdings

ESG Profile

Private sector bank in India and leader in mortgage finance

SHARE PRICE PERFORMANCE

Carbon emissions scope 1+2
(metric tons)
Carbon emission intensity
(t/usd million)
Carbon reduction target

SOCIAL
33,213.00
2.40
No target

Employees

2,8401

Non-salary benefits

Benefits cover
selected employees

Annual training hours per employee

56.56 Hours

3.00

Percentage of employees
receiving training

-

Freshwater withdrawal (m3)

-

Engagement surveys
for employee satisfaction

General statements about
engagement initiatives

Freshwater withdrawal
intensity (m3/usd million sales)

-

Staff turnover

Carbon emission performance
relative to peers

GOVERNANCE

-

FINANCIAL 2

Since initial investment in US$

State-owned entity

No

36%

Largest shareholder

Widely held

Annual revenue (usd millions)

13,163

No

Year-on-year revenue growth

21.48%

No

Return on equity

18.58%

34%
32%

Controlling shareholder

30%

Founder firm / family firm

28%

Independent board directors

26%
24%

Insider voting power

22%

Market Cap and Weight as of 31 December 2019.
1. S ource: Bloomberg as of 25.03.2020, https://www.bloomberg.com/profile/company/HDFC:IN
2. All financial data is sourced from FactSet and is as of 31.12.2019.
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Risks include increased competition, exposure to the
developer sector and vulnerability to macro weakness.
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Quality Rating: A Weight: 1.9%
Initiated: March 2018
HDFC is the most profitable stand-alone housing finance
company in India with a long history of strong growth, high
profitability and low default rates. It has strong pricing
power due to brand recognition, faster processing and
relationships with the leading developers; as well as excellent
distribution reach in one of the least penetrated financial
markets in the world with mortgage finance less than 10%
of GDP. It benefits from favourable demographics, growing
urbanisation, improved affordability, regulatory support
and government incentives.

Potential areas for engagement include gender diversity
and more independent directors on the board.

M
ay
1

INVESTMENT THESIS

ENVIRONMENTAL

Broader externalities include minimal systemic issues and
low leverage relative to the industry.

ar
1

HDFC has an excellent management team, is shareholder
friendly and has a proven track record in its capital
allocation, building some of the most profitable and high
growth financial services offerings in India.

KEY ESG CONSIDERATIONS
Key ESG considerations include lack of independence on
the board due to Chairman being the ex-CEO as well as
lack of gender diversity. It does have strong internal risk
management and culture with a focus on employee training
and career development.

M

BUSINESS DESCRIPTION
Country: India Sector: Financials
Market Cap: US$58 billion
HDFC is one of India's largest mortgage finance companies.
It is also the promoter of India's largest private sector bank,
asset management company, and the most profitable life
insurance company through a JV with Standard Life. It owns
9.9% of Bandhan Bank, a micro finance company, and 51%
of a general insurance provider, which is 49% owned by
Munich Re.

50.00%
-

Percentage female board members

20.00%

Number of female board members

2

One share one vote

Yes

Related party transaction

Yes

Market cap (usd millions)

58,462
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Wuliangye Yibin
Top 10 Holdings

ESG Profile

Premium baijiu producer in China
BUSINESS DESCRIPTION
Country: China Sector: Consumer Staples
Market Cap: US$74 billion
Wuliangye is a leading premium producer of baijiu, a
traditional fermented spirit in China. The main product,
Wuliangye, is the leading premium example of the heavyflavour type, and is produced from five grains including
sorghum, husked rice, glutinous rice, wheat and corn, and
fermented in long-standing pits, aged in ceramic vats and
carefully blended.
Wuliangye is 56% controlled by the Yibin local government.

ENVIRONMENTAL

Broader externalities include Wuliangye’s role as a
representative of the vibrancy of the local culture with a
successful artisanal product.

SOCIAL

Carbon emissions scope 1+2
(metric tons)

343,331.00

Carbon emission intensity
(t/usd million)

58.90

Carbon reduction target

No target

Carbon emission performance
relative to peers

Potential areas of engagement include packaging recycling,
especially the plastic casing. We have engaged with
management during 2019 to improve its supply chain
management, specifically concerning value leakage to
politically connected distributors. We believe the company
has already made some progress in tackling this issue.
SHARE PRICE PERFORMANCE

3.00

Freshwater withdrawal (m3)

-

Freshwater withdrawal
intensity (m3/usd million sales)

-

GOVERNANCE

Quality Rating: B Weight: 2.0%
Initiated: March 2018
Wuliangye manufactures a premium product with high
returns and high margins; its main product represents
70% of revenues and still has well less than 1% volume
share of the baijiu market. As household incomes rise, the
propensity to consume ultra-premium baijiu increases,
so we expect volume growth of more than 10% over
time. Management incentives introduced in 2018 could
additionally incentivise shareholder-oriented behaviour.

Since initial investment in US$

State-owned entity

Yes

22%

Largest shareholder

Yibin State-Owned Asset
Management Company, 6.2%

Risks include macro disruptions, potential government
intervention in premium baijiu pricing caps and/or tax
increases, and SOE-type governance concerns.

20%
18%

Controlling shareholder

16%
14%
12%

Founder firm / family firm

10%

Independent board directors

8%

Insider voting power

1. S ource: Bloomberg as of 25.03.2020, https://www.forbes.com/companies/wuliangye-yibin/#13e0d12219cd
2. A
 ll financial data is sourced from FactSet and is as of 31.12.2019.
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6%

Employees

26,2911

Non-salary benefits

-

Annual training hours per employee

-

Percentage of employees
receiving training

-

Engagement surveys
for employee satisfaction

-

Staff turnover

-

FINANCIAL 2

M

INVESTMENT THESIS

KEY ESG CONSIDERATIONS
Key ESG considerations include environmental issues around
raw material sourcing and water use, as well as customer
welfare due to high consumption of alcohol leading to social
ills and greater risk of restrictive regulation. As an SOE,
governance is also a concern given the control structure.

Yes
62.50%
-

Percentage female board members

12.50%

Number of female board members

1

One share one vote

Yes

Related party transaction

Yes

Market cap (usd millions)

74,119

Annual revenue (usd millions)

5,157

Year-on-year revenue growth

27.83%

Return on equity

23.08%
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Sustainability at Genesis
Given our focus on investing in quality
businesses with aligned management
teams, we aim to hold ourselves to the
same standards as a partnership. We want
to be careful of our environmental footprint
and act in the interests of our various
stakeholders, including our clients and
our staff.

We track and audit our carbon emissions2 in accordance with the CarbonNeutral
Protocol developed by Natural Capital Partners across all three scopes3.
S CO PE

1
2

EN V I RO N M EN TA L FAC TO R S

We seek to minimise our direct environmental impact by limiting
the size of our net ecological footprint.
Our single office in London is powered by zero carbon electricity
from Good Energy, an energy company that sources its electricity
from certified renewable sources such as solar, wind, hydro and
bio-generation. In our efforts to use resources as efficiently as
possible, we partner with RSK to measure, verify and improve
our operational carbon footprint. We were awarded with the
CarbonNeutral Certificate1 by the Natural Capital Partners for
reducing our carbon footprint to zero by offsetting with external
emission reduction projects.

3

EM I S S I O N S OU RC E C AT EG O RY

TOTA L EM I S S I O N S (TCO2E)
2017
2018

Direct emissions from owned, leased or directly controlled stationary
sources that use fossil fuels or emit fugitive emissions

150.0

154.7

Emissions from the
generation of purchased electricity,
heat, steam or cooling

Electricity (Location-based)

171.3

100.5

-

-

Purchased goods & services

Water supplied

0.3

0.3

Fuel & energy related activities

Upstream emissions of
purchased electricity

-

16.2

16.0

8.6

0.6

0.6

Electricity (Market-based)

Transmission and
distribution losses
Waste generated in operations

Wastewater
Other waste

0.6

1.2

781.4

1,229.5

23.0

37.3

43.2

41.1

Overall compliance: Location-based approach

1,186.5

1,589.8

Overall compliance: Market-based approach

1,015.2

1,489.3

Total for offset: Location-based approach

1,186.5

1,589.8

Business travel

Transport by air, public transport
& leased vehicles
Emissions from hotel accommodation

Employee commuting

1.	Carbon footprint assessments are generally carried in accordance with one of two internationally recognised standards for accounting and reporting corporate greenhouse gas emissions. The best known is
the “Greenhouse Gas Protocol - Corporate Accounting and Reporting Standard” (GHG Protocol) developed in a partnership of the World Business Counsel for Sustainable Development (WBCSD) and the World
Resource Institute (WRI). The CarbonNeutral Protocol developed by Natural Capital Partners is an additional quality layer on top of the above-mentioned standards and describes the requirements for achieving
the CarbonNeutral brand mark.
2.	Calculation and reporting of our GHG emissions is on a one year lag, however we compensate by paying forward on estimated emissions.
3.	Scope 1: Accounts for direct emissions released from Genesis owned or controlled sources (e.g. corporate car fleets, power generation facilities, fuel combustion for heating and power, and refrigerant gas losses).
Scope 2: Accounts for indirect emissions associated with the generation of purchased electricity, heat and steam generated off-site. This scope is reported under the location- based and market-based
method. A location-based method reflects the average emissions intensity of grids on which energy consumption occurs, while a market-based method reflects emissions from electricity that companies have
purposefully chosen (i.e. Renewable Obligation Certificates).
Scope 3: Includes all other emissions sources not accounted within Scope 1 and 2 (e.g. business travel, staff commuting, water consumption, waste disposal and outsourced activities such as deliveries).
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Offsetting Carbon Emissions
We offset our unavoidable carbon emissions with the guidance of
Golden Standard, an internationally recognised benchmark for
carbon offset projects created by WWF and other international NGOs,
and Natural Capital Partners. In 2018†, we supported two projects
in EM to offset our carbon emissions, as profiled below.
Danjiang River Solar Cookers

Household Agricultural Biogas

China, Asia

Project type: Household devices
Region: Asia Standards: Gold Standard

BACKGROUND

BACKGROUND

The Darjiang River Solar Cookers are designed to improve
the indoor air quality and living conditions of 100,000
rural households in one of the poorest regions in China.
The cookers consist of a 1.7m2 parabolic dish, which
concentrates solar energy onto a central cooking pot
and provides sufficient heat for cooking the local staple
food of rice. Its design is ideal for the local diet and
climate conditions throughout the year. The cooker
displaces traditional inefficient coal-fired cooking stoves,
significantly reducing fuel consumption and indoor
air pollution.

The solar cookers
eliminate the need
for fuel during much of
the year, reducing
household
expenditure.

This Ashden award-winning Gold Standard project installs
small scale biogas plants in households and small livestock
operations across Vietnam. Households no longer have to
purchase fuel or collect wood, and instead have access to
a secure renewable energy supply. In addition to providing
a clean, affordable, and convenient form of energy to rural
areas while reducing greenhouse gas (GHG) emissions,
the project brings a number of additional benefits. Jobs
are created for local populations, improved sanitation and
reduced air pollution enhances health, and the replacement
of synthetic fertilisers greatly reduces the environmental
impact on surface and groundwater.

There are 27 million
pigs in Vietnam that
produce environmental
and sanitation
problems.

SUS TA I N A B L E D E V ELO PM EN T G OA L S

SUS TA I N A B L E D E V ELO PM EN T G OA L S
In addition to delivering emissions reductions to combat
climate change (SDG 13), the project delivers a number
of other benefits including:
l Affordable and Clean Energy: The solar cookers
completely displace older, inefficient fossil fuel-fired
stoves through the use of renewable energy. Heating
and cooking costs are reduced by ~RMB 300 (US$50)
per year, which is more than 10% of the annual income
of the poorest households.
l No Poverty: Distribution of the solar cookers is targeted
towards the poorest households, allowing them to save
a significant portion of their annual expenditure.

Vietnam

Project type: Household devices & resource recovery
Region: Asia Standards: Gold Standard

l

l

Good Health and Well-being: Indoor air pollution
is reduced, providing significant health benefits,
particularly for women and children, who are most
frequently exposed.
Responsible Consumption and Production: This project
enables the rural households to avoid CO2 emissions
that would be generated by fossil fuel consumption.

†	 Calculation and reporting of our GHG emissions is on a one year lag, however we compensate by paying forward on estimated emissions.

In addition to delivering emissions reductions to combat
climate change (SDG 13), the project delivers a number
of other benefits including:
l Affordable and Clean Energy: Households now have
free, renewable fuel, and the bio-slurry by-product
can be used as an organic fertiliser, which can be sold
to other farmers. Combined, these factors can save
households roughly $182/year.
l Decent Work and Economic Growth: The project is
driving a new industry with long-term employment
opportunities. 2,757 people have been trained as masons
and technicians and over 700 jobs have been created.

l

Live on Land: The biogas systems reduce the
degradation of surface waters by preventing runoff of
untreated manure. As households would previously
source fuelwood from nearby forests, the project helps
reduce pressure on these habitats.
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Social Factors
We are guided by our values in
everything we do including how
we manage our business.
Our Partners’ collaborative approach to managing the business and
our PMs collaborative approach to managing the Portfolio rest on
our culture of excellence, teamwork, openness and humility. Equally,
we seek to take care of our people and support the communities
we invest in.
D I V ER S I T Y A N D I N C LUS I O N

We regard our people as our most valuable asset. As a single strategy
boutique asset manager, we are a well-resourced organisation in
terms of people and teams with 55 employees and 10 Partners as of
31 December 2019, of whom 28 are women. In terms of leadership,
one of our two Managing Partners is a woman, as are two of the
seven Operations Executive Committee† members (i.e. the heads of
our internal teams). Two of the ten PMs are women, and we have ten
women in management positions across our business.
We believe in the power of collaborative teamwork with individual
accountability. Within that we view diversity, defined broadly
as diversity of thought, experience and background, as a key
component of our culture. We actively pursue diversity in our
hiring decisions, with “independence of mind” as one of the key
attributes we explicitly look for in candidates. We are convinced
that our business and our investment decisions are enriched by our
diversity, as it helps us to think broadly, drawing on a wide variety
of backgrounds and experiences for a better outcome. Within our
Investment Team of twelve, for example, we have eight nationalities
speaking ten languages.
Gender diversity continues to be a primary focus for us as we
proactively strive to improve the gender balance within our
Investment Team. This is an ongoing challenge across the asset
management industry, and we view it as one of our responsibilities to
hire, develop and encourage women during their careers at Genesis.

Diversity more broadly, and gender balance more specifically is an
aim in our recruitment and is explicitly targeted with recruitment
agencies and executive search firms. Over the last six years our
recruitment for permanent positions resulted in 49% of female hires,
resulting in a total of 43% of women across our business for all
permanent employees and the Partners as of 31 December 2019.
Additionally, we support a gender diversity initiative through
Teach First, a UK-based charity that aims to address educational
disadvantage in England and Wales. We offer work experience to
students from disadvantaged backgrounds to give them exposure to
a professional environment and build skills and confidence. For this
initiative, we actively focus on female students to encourage more
representation in asset management.

EM PLOY EE WEL L B EI N G

Recognising the personal needs and commitments of our employees,
we are supportive of flexible working arrangements. At the end
of 2019, 27% of our employees had an approved flexible working
arrangement and 73% of these were women. We had also introduced
enhancements to our maternity policy in 2018.
The mental and physical wellbeing of our employees is very
important to us. We offer a range of benefits to promote and
encourage an active and healthy lifestyle, such as:
l 

l 

TRAINING

We are committed to professional excellence through continued
training, coaching and career development. All employees are
encouraged to obtain more experience and training to develop
professionally and to enhance their knowledge. We support employees
pursuing professional qualifications such as the CFA, IMC, ACCA or
CIPD, and educational degrees such as the MBA or LLB.

l 

l 

l 

In the Investment Team, training and continued development is
integrated into the investment process, with sector reviews led
by the Sector Specialists, macroeconomic discussions, book club
discussions, team off-sites, group meetings and a matrix research
coverage structure across countries that encourages everyone
to learn from different team members. In 2019, the Investment
Team worked with an external coach to identify their differences
in communication styles and build a stronger team environment.
In the first quarter of 2020, we introduced a mandatory diversity
training to all employees and Partners to increase awareness and
improve communication with respect to individual differences.
We aim to bring out the best in our employees by breaking
down barriers to strengthen our corporate culture and maximise
productivity.

†	Our Operations Executive Committee is comprised of the Heads of each of our business teams including Legal, Compliance & Risk, Operations, Finance,
Clients, Portfolio Analytics & Trading, and Human Resources, who are all Associate Partners.

l 

Holiday entitlement: We offer 27 days of annual holiday
entitlement, which is highly competitive with our peers.
Private healthcare: We offer private medical and dental
insurance, and access to a virtual GP service.
Additional healthcare support: We also offer onsite
health screening, access to a confidential support line and
reimbursement for eyecare.
In-house exercise classes: We offer daily exercise classes led
by a professional instructor in our office building.
Gym passes and memberships: We offer access to a subsidised
gym membership network.
Team building and volunteering events: We offer team building
experiences as well as organised volunteering events in our
local communities to build morale and help develop deeper
connections.

Genesis Investment Management, LLP

Annual ESG Report 2019

32

The Genesis Charitable Trust
The Genesis Charitable Trust
(“the Trust”), was founded in
2012 by contributions from the
Partners, and provides grants to
individuals and communities in
developing economies to improve
their standard of living.
The Trust focuses on projects that provide sustainable,
long-term income generation and self-sufficiency
in marginalised communities currently beyond the
reach of traditional government or market-based
solutions. It actively seeks to support entrepreneurial
initiatives, improve economic opportunities at a local
level and support local businesses. As of 31 December
2019, through its lifetime, the Trust has provided a
total of nearly USD 11 million to 67 grantee projects
in 27 countries, directly reaching 37,000 individual
participants.

27

countries

US$ 11m
contributed in funding

67

grantees

37,000
participants

Europe – Central & Eastern

1

Ukraine

1

Middle East & North Africa

1

Lebanon

1

Africa – Sub Saharan

Asia – South East
(Asia Pacific)

8

Thailand

2

Indonesia

2

Phillippines

2

Vietnam

2

Asia – South
(Indian subcontinent)

15

India

11

36

Pakistan

2

South Africa

7

Sri Lanka

1

Zambia

5

Bangladesh

1

Latin America

6

Uganda

4

Mexico

2

Kenya

4

Brazil

1

Zimbabwe

4

Nicaragua

1

Malawi

3

Peru

1

Rwanda

2

Colombia

1

Tanzania

2

Ethiopia

2

Ghana

1

Mozambique

1

Senegal

1
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The Genesis Charitable Trust Projects
In 2019, the Trust made commitments to six projects
in Philippines, Indonesia, Bangladesh, Malawi and South
Africa, awarding more than USD 850,000. These projects
range from supporting agricultural communities to
training women to run local childcare enterprises.
Helping communes harvest moss in the Andes

Helping people grow their own futures

Location
Grant given out
Grantee

Peru

Location

$237,550

Grant given out

Inka Moss (via NESsT)

Grantee

BACKGROUND

Peru

$237,550
Grant

Completed
in 2019

Grant funding to 23 communes in the Andes to
start moss harvesting to supply a rapidly growing
enterprise, Inka Moss. The grant paid for the
communes’ applications for environmental
licenses and new processing equipment, while
the injection of essentially free equity to Inka Moss
enabled the company to ride out devastating
rainstorms and expand.

I M PAC T
Inka Moss is now a viable business; annual sales
increased by more than 50% and a regional
development bank and social lenders have
subsequently provided new loan capital to enable
the company to expand further. The grant directly
supported 1,459 subsistence farming families to
increase their income and has helped create an
investable business now working in 41 communes.

South Africa
$182,000
Send a Cow

BACKGROUND
Grant provided through the NGO ‘’Send a Cow’’
for agricultural training to 500 subsistence
families in southern Ethiopia to significantly
increase income levels.

South Africa

$182,000
Grant

Completed
in 2019

I M PAC T
Since the baseline survey 3 years ago, household
average income and asset ownership level (i.e.
mattress, radio, livestock ownership) have more
than tripled. The number of families experiencing
fewer than 3 hunger months per year rose from
12% to 85%. 1,700 people are no longer hungry
as a result of the project.
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Governance Factors
We are committed to maintaining a high
standard of corporate governance at
Genesis that aims to serve the needs of
our business as well as enable engagement
with our shareholders.
Our governance structure and our policies are designed to ensure
compliance with applicable laws, protect the interests of our clients
and provide accountability in our business.
Genesis was founded in 1989 as a private company, and in 2004 we
became a partnership forming Genesis Investment Management, LLP
(“GIM”). At this point Affiliated Managers Group, Inc. (AMG) purchased
a 60% interest, which facilitated the first generational transfer of
equity. The remaining interest in Genesis is owned by ten Partners and
an internally managed Trust that enables the recycling of equity on
retirement and equity awards to new Partners. Currently the individual
Partners and the Trust own 41% of the equity and AMG owns 59%.
The ten Partners, as owners and managers of the business, all have
equal voting rights, but their economic ownership varies according
to their career stage as deferred equity takes some years to vest.
When Partners retire, they sell their ownership back to the partnership
and AMG facilitates the transition.
In 2019, Genesis reorganised its legal structure, which involved the
transfer of all investment mandates held by its Guernsey resident
entity, Genesis Asset Managers, LLP (“GAM”)1 to its UK entity, Genesis
Investment Management, LLP (“GIM”). Consequently, GIM became the
parent of the Genesis group with GAM sitting directly below GIM as a
subsidiary until it can be dissolved. This transaction was affected on 30
June 2019 and did not involve any changes to our services or personnel
as our offices and people are in the UK and within the GIM structure
already. We believe this reorganisation was a positive development that
simplified our legal structure without impacting our operations, our client
relationships or service. In terms of ownership, AMG continues to be our
major Partner, and the individual Partners and Trust continue to own their
respective stakes in Genesis. We do not anticipate any future changes to
our ownership structure or any other significant change in our business.
1.	Please note: Genesis Asset Managers, LLP, a sub-entity of GIM, is being wound down, but it is
currently also registered with the US Securities and Exchange Commission.

The Group Audit Committee comprises three members of the Operating
Board and is responsible for certain financial and internal control
matters, reviewing the accounting policies, making recommendations to
the Operating Board in relation to the appointment of external auditors,
monitoring the independence and objectivity of auditors and reviewing
the annual financial statements.

G OV ERN A N C E S T RUC T U RE

While AMG owns a majority of the equity of Genesis, our Governing
Board, comprising two AMG nominees and one Genesis representative2,
handles major corporate matters only, including the admission and
retirement of Partners. AMG delegates authority on all other matters
to our Operating Board, which acts as the principal strategy and policy
setting body, i.e. the equivalent of a Board of Directors. This ensures that
Genesis retains autonomy on all investment, client-related, operating and
routine corporate matters, and that Genesis’s culture and investment
philosophy are preserved.

The Group Risk Committee comprises three members of the Operating
Board and is responsible for the oversight of the Risk Management
Framework, specifically the effectiveness of the risk management,
governance and compliance activities within Genesis.

The Operating Board is composed of the Managing Partners3, the
Managing Director4 and two non-executive Directors, who meet
quarterly and receive formal reports on investment, finance, operations,
legal, compliance and risk matters. The Operating Board delegates
certain matters to a few formal committees, including the Group Audit
Committee, the Group Risk Committee, the Operations Executive
Committee and the Portfolio Coordination Team.

Genesis Investment Management, LLP (GIM)
UK domiciled and resident
Regulated by FCA (UK) and SEC (US)

Group Risk
Committee

Risk
Management
Committee

DEPARTMENTS

LEGAL, COMPLIANCE & RISK

2.	Andrew Elder, Managing Partner & Portfolio Manager.
3.	Andrew Elder and Catherine Vlasto.
4.	Chris Ellyatt.

The Operations Executive Committee comprises the Managing Director
along with the heads of the business teams and is responsible for the
day-to-day operations of Genesis.
The Portfolio Coordination Team (“PCT”) comprises three PMs and an
independent Investment Risk Manager, who also represents the Risk
Management Committee. The PCT is responsible for ensuring that the
investment process is followed, and that portfolio and investment risks
are analysed appropriately.

Governing Board
Operating Board

Operations Executive
Committee

Valuation
Committee

CLIENTS

Group Audit
Committee

Product
Governance
Committee

OPERATIONS

TECHNOLOGY

Business
Continuity &
Cyber Security
Committee

HR

Portfolio
Coordination
Team (PCT)

Service
Provider
Oversight
Committee

FINANCE

INVESTMENT
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Methodology for ESG Measurement
For illustration purposes, we have chosen MSCI ESG Research data
as we do not collect ESG specific data as part of our investment
process. We recognise ESG data is still in early stages of its
evolution, and as such there are multiple statistical biases both
across data providers and also across the companies that provide
the data for the data aggregators. We aim to evolve our reporting
on the data in 2020 and beyond.
MSCI obtains ESG data from multiple sources including company
financial and sustainability disclosures, specialized government and
academic data sets and media searches. Some of the data is current
while some may be more outdated as per MSCI. For our portfoliolevel summary, we used the available data from MSCI ESG Research
for each of our holdings in the Portfolio as of 31 December 2019 and
used our position weights for averages. Please note portfolio-level
ESG data has been calculated excluding companies where the data is
not available. Our calculations are thus based purely on the raw ESG
data from MSCI ESG Research and on the companies that produce
relevant figures.

Please note:
Although Genesis’ information providers, including without
limitation, MSCI ESG Research LLC and its affiliates (the “ESG
Parties”), obtain information (the “Information”) from sources they
consider reliable, none of the ESG Parties warrants or guarantees
the originality, accuracy and/or completeness, of any data herein
and expressly disclaim all express or implied warranties, including
those of merchantability and fitness for a particular purpose. The
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. Further, none of the Information can in and of itself be used
to determine which securities to buy or sell or when to buy or sell
them. None of the ESG parties shall have any liability for any errors
or omissions in connection with any data herein, or 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.
Certain information ©2019 MSCI ESG Research LLC. Reproduced by permission.
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Important Regulatory & Risk Information
This document is issued by Genesis Investment Management, LLP (“Genesis”),
which is authorised and regulated by the Financial Conduct Authority (“FCA”).
Registered office: 21 Grosvenor Place, London SW1X 7HU. Registered in
England, number OC306866. A member of the Investment Association.
All investments and services mentioned are directed at persons who are
Professional Clients or Eligible Counterparties as defined by the FCA and to
persons falling within the Financial Services and Markets Act 2000 (Promotion of
Collective Investment Schemes) (Exemptions) Order 2001. This document should
not be relied upon by Retail Clients. It does not constitute investment advice
and should not be used as the basis of any investment decision, nor should it
be treated as a recommendation for any investment. Under no circumstances
should any part of this document be construed as an offering or solicitation.
Past performance should not be relied upon as a guide to future performance,
which is not guaranteed. The value of investments can go down as well as up
and there is no guarantee that you will get back the amount originally invested.
Your investment should be viewed as long-term. Genesis invests in emerging
markets which tend to be more volatile than more established stock markets and
therefore your investment is at greater risk. You should be aware that currency
movements can affect the value of your investment. Other risk factors such as
political and economic conditions should also be considered.

Top 10 Holdings
The specific securities identified are not representative of all of the securities
purchased, sold or recommended for clients. It should not be assumed that an
investment in the securities identified has or will be profitable. Actual holdings
will vary for each client and there is no guarantee that a particular client's
account will hold any or all of the securities listed. For information on how
Genesis will process personal data please refer to www.giml.co.uk and click on
the Privacy Notice link.
This document has been prepared by Genesis on the basis of information and
sources believed to be reliable. Index performance calculated by Genesis is based
upon index values supplied by MSCI. Other statistics in this document are from a
variety of publicly available information obtained through Genesis’ research. This
document is not intended for distribution to any other person and may not be
reproduced in whole or in part without the prior consent of Genesis.
For information on how Genesis processes personal data, please refer to
www.giml.co.uk and click on the Privacy Notice link.
Genesis Investment Management, LLP
21 Grosvenor Place
London SW1X 7HU
United Kingdom
Telephone: +44 (0) 20 7201 7200

