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Emerging Market equity funds have seen record redemptions in 2022 
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As a result, valuations have reached depressed levels 
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The MSCI Emerging Market trades at 11.3 times its earnings. One standard 
deviation below its long-term average (14.4).

When sentiment gets that depressed it doesn't take much to turn things 
around. The catalysts in this case could come in the form of a rapidly 
weakening US dollar andChina reopening. 

Average 14.4

Sources: PMEL & Bloomberg
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As inflation peaked, US Dollars weakness should support EM
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Inflation seems to have peaked in the US. US CPI continued to edge lower in December, falling 
from 7.1% to 6.5%. Markets expect the Fed to stop hiking by mid 2023.

In this context, USD should continue to weaken and benefit EM currencies.

Sources: PMEL & Bloomberg



China reopening will boost domestic and Asian countries
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CƻǊŎŜŘ ǘƻ ǎǘŀȅ ƘƻƳŜ ōŜŎŀǳǎŜ ƻŦ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ /ƻǾƛŘ-Zero 
policy, Chinese consumers saved one-third of their income last 
year, depositing 17.8 trillion yuan ($2.6 trillion) into banks.

Over the last three years, excess savings reached 5.6 trillion 
yuan ($827 billion), according to JPMorgan.

Now that Covid restrictions are behind them, Chinese will 
come out to spend with vengeance making up for the time 
wasted in lockdowns.

Many neighboring countries will benefit from China reopening
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Î Speaker: Alexandre Starinsky

Î From Dubai

Î Kaltchugafund manager since 

2006,

Î 27 years of experience in 

Russia.

Î Speakers: Mehul Bhatt and 

TejasDoshi

Î From Mumbai 

Î Collectively over 45 years of 

experience in investing on 

international and Indian 

markets

Probus Kaltchuga
Russian Equity Fund

10:00am ς10:05am

Probus India Fund

9:05am ς9:20am

Î Speakers: Marc Lavoie and 

Daniel Michaud

Î From Melbourne and Dubai

Î Mekong fund managers since 

2011, collectively +40 years of 

experience in South-East Asia.

Probus Mekong & 
ASEAN Fund

.

9:20am ς09:45am

Î Speaker: Frederic Annoni

Î From Geneva

Î Saiseifund manager since 
2009, 36 years of 
experience investing in the 
Japanese market.

Probus SaiseiJapan Fund

9:45am ς10:00am
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Macro and market update



Specific theme: rise of the domestic investor 

aƻŘƛΩǎGovernment launched Jan Dhan Yojana. This scheme
enabled every citizen to open a basic bank account with no
chargeslinkedto the nationalID(Aadhar)andmobilenumber. It
enables the Government to directly transfer subsidies and
benefitswithout leakage.

It laid to the inclusionof millionsin theΨƻŦŦƛŎƛŀƭΩbankingsystem

Todate,473m accountshavebeenopened(!!!)

As more incrementalcashentered the formal bankingsystem,
rather than traditional avenues of real estate (land) and
jewellery (gold), Indians started looking for returns for these
deposits.

Equity SystematicInvestment Plan (facility offered by mutual
funds to the investorsto invest in a disciplinedmanner)gained
immensely in popularity. They not only provide a fixed
contributioneverymonth asforcedsavings,initial equity returns
duringthe pandemicboostedinvestorconfidence.

Monthly SIPshaveincreasedfrom aroundINR80bn before 2020
to almost INR130bn now, cumulatively making the domestic
saverinto one of the biggestand consistentinvestorsin Indian
equitymarkets.
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Specific theme: rise of the domestic investor 
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Indians hold bunk of financial assets in deposits

Bank Deposits Equities and Mutual Funds Insurance and Pensions Others (Cash and Currency)

But still, domestichouseholdexposuretoward equitiesremainsquite low, at 7% of financial assetsvs. an average
30%for other majoremergingmarkets,suggestingconsiderableroomfor augmentingequityallocations.

Sources: PMEL & Bloomberg
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Χ ŀǎ ŀ ǊŜǎǳƭǘΣ ŘƻƳŜǎǘƛŎ ƛƴŦƭƻǿǎ ƘŀǾŜ ǎǳǇǇƻǊǘŜŘ ǘƘŜ ƳŀǊƪŜǘ

(10 000)

(5 000)

0

5 000

10 000

15 000

20 000

25 000

30 000

35 000

40 000

45 000

50 000

55 000

60 000

65 000
1

-J
a

n
-1

8

1
7

-M
a

r-
1

8

3
1

-M
a

y
-1

8

1
4

-A
u

g
-1

8

2
8

-O
ct

-1
8

1
1

-J
a

n
-1

9

2
7

-M
a

r-
1

9

1
0

-J
u
n

-1
9

2
4

-A
u

g
-1

9

7
-N

o
v-

1
9

2
1

-J
a

n
-2

0

5
-A

p
r-

2
0

1
9

-J
u
n

-2
0

2
-S

e
p
-2

0

1
6

-N
o

v-
2

0

3
0

-J
a

n
-2

1

1
5

-A
p

r-
2

1

2
9

-J
u
n

-2
1

1
2

-S
e

p
-2

1

2
6

-N
o

v-
2

1

9
-F

e
b
-2

2

2
5

-A
p

r-
2

2

9
-J

u
l-

2
2

2
2

-S
e

p
-2

2

Cumulative FII Eqy Flows (LHS) Cumulative DII Eqy Flows (LHS)
(US$mn)

Indian market has been supported by domestic inflows thanks to Systematic 
Investment Plans. 

In 2022, despite market turmoil, almost $15.7 billion of inflows have come 
via the SIP route, which has played a significant role in mitigating volatility 
caused by heavy foreign outflows. 

Sources: PMEL & Bloomberg
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Inflation seems to have peaked in April
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Amidst Fed tightening and 
increased inflation, the RBI hiked 
the reverse repo rate from 4% to 
6.25%

Good news: inflation seems 
to have peaked in April and 
continues to decrease: 5.9% 
in November, below RBI 
target range. 
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Sources: PMEL & Bloomberg



Market has been supported by good results and strong forecasts

India remains one of the biggest growth stories out there. Recent EPS and expected EPS growth all beat MSCI 
Emerging markets
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±ŀƭǳŀǘƛƻƴ ƴƻǘ ǘƻƻ ōŀŘΧ

Valuations are now reaching an interesting level: 12m FwdP/E at 22.3 vs 25 (5Y avg). However, premium PE over 
EM still elevated (73% vs 57%)
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Outlook
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Immense reserve of continual growth:

Å Demographyis one of the largest and 
youngest in the world: 65% of the population 
is under the age of 35. 

Å GDP per capitais one of the lowest in the 
world.

Å Structural reformsare being implemented, 
which will  boost the economy.

Outlook

Significantlyimprovingcorporateearnings:

Industrials and Infrastructure: Capacityutilizations for India inching
towards 80%. Low leverageon corporatebalancesheetsimpliescapex
will start off in 2022. Govt spendingto lead private capex. If inflation
remains in control and growth returns, this will see massiveorder
inflows. Startedinvestingin this areabut valuationrun-up steepsowait
for better valuations
IT: Fearof USand Europerecessionare leadingto underperformance.
Thishascreatedan entry interestingopportunity. We havea significant
interest in this spaceandare hunting for more. marginpressureremain
risksbut valuationsmovingto interestingzones.
Financials: Will continue to remain attractive. Valuationsstill not high,
strongloangrowth forecastaswell ashealthierassetsascollectionsand
recoveriesimprove
Energy: Oil pricesfalling havea mixed impact. We will focus more on
crudedownstreamproducts
Cement: robust demand outlook led by Infrastructure and Housing.
Capacityexpansion. Valuationscompellingbut recoverymaytake longer
than anticipated especiallywith Adani buying Holcim and price war
expectation
Healthcare: Domesticfocusand specialtyin USare areaswe like. Many
good businessesgoing through troubled times. Our holding stand out
andwe continueto remaininvested.\

India remains a solid long-term story despite short term challenges that will keep coming up. 

We keep re-iterating - Difficult to time entry but staying invested has produced stellar results.

Å The current interest in India from domestic 
investors unlikely to wane while foreigners 
will return once the situation settles

Å Any portfolio should at least allocate 1-2% to 
India

Å Any pull-back should be taken as an 
opportunity to increase.

Sources: PMEL & Bloomberg



Worldôs 

Largest 

Population

1.5B people

6 mega cities 

with 

populations of 

10m+

40% living in 

cities

Youngest 

Major 

Economy

77% below 44

Growing 

Connectivity

1B new internet 

users

3 new internet 

users per 

second

Increased 

Consumer 

Spending

Set to rise from 

1.4t to 5.7

CARG 16.88%

Growing 

Middle Class

From 50-80% 

by 2030

Infrastructure

Plans to spend 

UDS 500bn a 

year 

60,000km of 

roads in the 

next 5 years

India by 2030
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NIFTY Index Performance 2000-2022
Country Index CAGR

India Nifty Index 11.65%
Brazil IBOV Index 9.14%

China SHCOMP Index 3.88%

South Africa JALSH Index 10.38%
Europe SXXP Index 2.25%

US SPX Index 4.78%
US NDX Index 5.48%

India has been one of the best performing market over the past 20 years. History shows that investors should 
ŦƻŎǳǎ ƻƴ LƴŘƛŀΩǎ ƭƻƴƎ-term growth instead of timing a market correction. 

NIFTY Performance vs Other Benchmark Indexes 

Sources: PMEL & Bloomberg



4thvǳŀǊǘŜǊ CǳƴŘΩǎ wŜǾƛŜǿ
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Perf Q4 2022 Perf 2022 Perf 2021
Perf since 

inception

Probus India Net Return USD +3.04% -13.32% 28.00% 20.94%

Probus India Without Capital Gain 

Tax +3.84% -13.44% 30.76% 25.06%

MSCI India 10/40 Net Return USD +1.91% -7.74% 26.64% 36.66%

S&P 500 INDEX +7.41% -18.51% 26.61% 15.96% 

Q4 2022 Fund Performance

5ǳŜ ǘƻ ǘƘŜ ŦǳƴŘΩǎ ǎƛȊŜΣ ƴƻǘŜ ǘƘŀǘ ¢ƻǘŀƭ 9ȄǇŜƴǎŜ wŀǘƛƻ ƛǎ ƘƛƎƘΥ нΦт҈ ŀƴƴǳŀƭƭȅ 
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Q4 2022 cumulative performance in % 

Probus India Equity Net Return USD

Probus India Equity Without Capital Gain Tax

MSCI India 10/40 Net Return

Sources: PMEL & Bloomberg



The fund is slightly positioned defensively: overweight in 
Health Care and cash, underweight cyclicals.

Also, to benefit from the current increase in yields, the 
fund is overweight in financials.

Fund Allocation and Q4 Operations

4th quarter operations:

ÅDue to redemptions, we reduced HDFC, sold Gujarat 
State Petronet, United Breweries, Nesco, and 
rebalanced the rest pro rata. 

Industry allocation (31/12/22)
Probus India 

Equity

MSCI India 

10/40
Delta

Communication Services 3.1% 3.0% 0.1%

Consumer Discretionary 11.7% 9.5% 2.2%

Consumer Staples 2.2% 9.4% -7.2%

Energy 7.0% 11.0% -4.0%

Financials 32.7% 25.4% 7.3%

Health Care 8.8% 4.6% 4.2%

Industrials 5.0% 6.1% -1.1%

Information Technology 16.9% 14.9% 2.0%

Materials 4.8% 9.5% -4.7%

Real Estate 2.2% 0.5% 1.7%

Utilities 0.0% 6.1% -6.1%

Cash 5.7% 0.0% 5.7%

Total 100% 100%

Market Cap 

allocation

Probus India 

Equity MSCI India Delta

Large Cap 46.6% 100% -53.4%

Mid Cap 8.9% 0% 8.9%

Small Cap 38.8% 0% 38.8%

Total 94.3% 100%

Stock type allocation Probus India Equity

Benchmark 36.6%

Primary 24.3%

Satellite 33.4%

Total 94.3%

22
Sources: PMEL & Bloomberg
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Our methodology, which is focused on high quality, well-established and financially sound companies, is 

reflected in the fundôs metrics:

Å Cheaper 

Å Better return on equity.

Å Less leverage.

Fund Metrics

Metrics (31.12.2022)

Probus 

India 

MSCI 

India

MSCI 

Europe

MSCI 

USA

Price to earnings ratio (T12m) 19.4 25.4 14.6 19.0

Price to book ratio (T12m) 3.1 3.6 1.7 3.9

Return on equity (%) 16.5 14.3 13.7 18.9

Dividend yield (%) 1.2 1.3 3.6 1.7

Debt to equity ratio (%) 70.7 94.0 180.2 115.1

Current ratio 1.6 1.2 1.12 1.3

Source: Bloomberg

Sources: PMEL & Bloomberg



Q4 2022 Top and Worst Performers

Q4 2022 Top Peformers Average weight Contribution to perf Q4 return

Axis Bank Ltd 5.97% 1.29% 25.3%

Redington 3.67% 0.84% 27.8%

Bank of Baroda 1.97% 0.63% 38.0%

HDFC 2.59% 0.50% 13.4%

Reliance 7.55% 0.48% 5.1%

Q4 2022 Worst Peformers Average weight Contribution to perf Q4 return

Laurus Labs 3.65% -1.20% -27.9%

Jubiliant Foodworks 1.82% -0.40% -19.3%

KPR Mill 4.92% -0.30% -5.2%

Stove Kraft 0.96% -0.26% -23.3%

SRF 2.51% -0.25% -10.0%

24
Sources: PMEL & Bloomberg
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Thesis at time of entry

Å Solid retail bank - natural way to play domestic growth.

Å Disbelief at the time of entry: numbers did not reflect the large underlying 
transformation.

Å Reduced attrition on key managerial personnel. 

Å Reduced nonperforming loans and write backs. 

Å Attractive valuation around 1.3x P/B at the time of entry.

Å Profit growth 10x from 2020 to trailing 12-months!

Strong outlook and metrics

Å Now on a growth path ςunderlying compounding engine in place. 
Strength in corporate lending still to play. Loan growth pick up. 

Å Retail franchise now deepened with the Citi Wealth acquisition.

Å Improving NIMs with more room to go.

Å 1.7%% ROA and 17%+ ROE, significantly narrowing the gap to larger 
private peers. 

Å Fully digital bank in 5 years.

Å Valuations at 1.9x FY24E P/B and 11.7x FY24E P/E. Profit momentum 
will continue for the next few years and hopefully reflect in stock price

Generated ~ 85% since acquisition 

Case Study ςAxis Bank (benchmark, overweight)
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Fund Overview

FundName ProbusOpportunities SA, SICAV ςFIS  India Equity Fund 

Minimum Investment Size $10,000 for Professional or Institutional InvestorsEuro 
$125,000 for ExperiencedInvestors

Management Company LemanikAsset Management

Investment Manager Probus Middle East Limited

Investment Advisor OysterRockCapital

Administrator European Fund Administration S.A.

Custodian/ Depositary KBL

Auditor KPMG

Investment Mgt Fee 1.0% p.a., paidweekly(ClassA Share > $2m)
1.5% p.a., paidweekly(ClassB Share < $2m)

Performance Fee No performance fee

RedemptionFee No redemption fee

NAV Calculation Weekly NAVfor trading
Monthly NAV for performance reporting (non-trading)
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RegionalMarkets

29

Notes: (1) Currency and Index changes to end 
December 2022, (2) Market statistics for Vietnam 

for VNI only, other than number of companies. 
Sources: Bloomberg, PMEL

Regional markets are looking cheap.

Indonesia Malaysia Phil. Singapore Thailand Vietnam USA

Market 2022 Local Currency 3.0% -3.6% -7.4% 2.7% -1.0% -33.7% -18.1%

Local Currency 2022 -8.4% -5.4% -8.5% +0.7% -4.0% -3.4% na

P/E 2023E 14.5 13.1 13.1 10.7 15.3 9.5 16.4

Earnings Growth 2023E 17.8% 11.6% 16.6% 11.7% 5.0% 14.8% 7.0%

P/TBV 2.4 1.7 1.9 1.2 2.2 1.7 12.4

No. of Listed Companies 875 1,002 285 657 884 1,616 16,243

Avg Mkt Cap 0.77BN 0.39BN 0.83BN 0.85BN 0.67BN 0.15BN 4.6BN

GDP 2023E 4.9% 4.0% 5.5% 2.3% 3.8% 6.5% 0.4%

Inflation YoY% 5.4% 4.0% 7.7% 6.7% 6.0% 4.2% 7.7%

ASEAN

Mekong



Vietnam

30

Î FTSE Vietnam -45%in 2022, VNI -35%in USD:

Î Corruption crackdown ςreal estate and bonds

Î Margin calls

Î Credit market tightening

Î Negative consumer sentiment

Vietnamese market looks like it did in 2012 and 2022 ςmany opportunities for patient capital.
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Mekong Fund has returned +47%over the last 3 years, +60%since March 2020, and -22%in 2022

Note: Estimated to 12/22
Sources: Bloomberg, PMEL
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aŜƪƻƴƎ CǳƴŘΩǎ ƭƛǎǘŜŘ ǇƻǊǘŦƻƭƛƻ Ƙŀǎ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ƻǳǘǇŜǊŦƻǊƳŜŘΦ

Note: Estimated to 12/22
Sources: Bloomberg, PMEL
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We own a number of long-term holdings with solid management, high returns on capital, and runway for growth

Note: As at 12/22
Source: Bloomberg

Î -45% in 2022 

Î +5xsince first purchase (2015)

Î Consensus upside 43%

Î 2023E P/E ~7x, P/NTA ~3x, Avg ROE 23%, incremental ROIC 
> 40%

DGW ςIT, consumer, and industrial distribution
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ASEAN Fund: Approach
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ASEAN Fund invests in a diversified portfolio in the high-growth ASEAN region. We use our three buckets methodology 

Insert your desired 
text here. 

Placeholder

Insert your desired 

text here. 

05

Value unaware allocation to the main constituents of the

benchmark. All such companies are included provided

they are not obviously low quality or extremely

overvalued.

Benchmark

Core 

High quality, well-established and financially sound

companies. Reliable and experienced management. A

history of stable earnings and cash flow growth. Strong

ROEs, wide profit margins and healthy leverage ratios.

Situation 

Stocks with poorer earnings stability due to cyclicality,

or high conviction calls from the investment team

based on anticipated market trends, M&A activity,

Business model improvements, Product launches
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n

33%
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Benchmark bucket: Value unaware allocation to the main constituents of the benchmark

Cor
e 

Satellit
e 

3
3
%

33
%

Benchma
rk 3

3
%

Correlation

Risks

Alpha generation

Low High

Top 15 MSCI ASEAN Composite

DBS Group 6.5% 6.7%

Bank Central Asia 4.6% 6.7%

OCBC Bank 4.6% 6.7%

Sea Limited 4.5% 6.7%

United Overseas Bank 3.9% 6.7%

Bank Rakyat 3.4% 6.7%

Singapore Telecom 2.5% 6.7%

Public Bank 2.4% 6.7%

Telkom Indonesia 2.3% 6.7%

CP All 1.8% 6.7%

PTT 1.8% 6.7%

Bank Mandiri 1.7% 6.7%

Astra International 1.6% 6.7%

Malayan Banking 1.5% 6.7%

Airports of Thailand 1.4% 6.7%

Benchmark characteristics
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MSCI ASEAN Weekly returns

Regression ASEAN Top 15 VS MSCI ASEAN (5y weekly returns)

Regression analysis

Adjusted Beta 1.01

Alpha (Intercept) -0.016

R (Correlation) 0.953

t-Test 48.9

Significance 0

Number of points 246

Because the MSCI ASEAN is highly concentrated in 
the top 15 holding, it is easy to replicate the 
performance of the indices.

By using the top 15 holdings equally weighted, we 
can design a composite benchmark that is highly 
correlated to the MSCI ASEAN. 

Sources: Saisei& Bloomberg
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Core: High quality, well-established and financially sound companies. Reliable and experienced management

Insert your desired 
text here. 

Satellite 

33%

Benchmark

33
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Risks

Alpha generation
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Core characteristics
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Price -1.5STD Fair Value (P/E) +1.5STD

Initiated position

Added

2017 2018 2019 2020 2021 2022 2023 2024

EPS 1.3 1.3 1.3 1.6 2.3 2.5 2.6 2.8

Profit Marg. 11.6 11.7 10.2 11.1 13.8 14.0 13.9 14.1

ROE 22.4 22.0 19.1 21.2 26.0 26.4 25.1 24.2

Debt/Equity 9.8 16.8 14.8 9.3 4.4

Mega financial highlights

High quality check What we like MEGA

Earning growth rateabove GDP growth 20% (7y CAGR)

Profit margin High and stable Above 10%, stable

Return on equity Usually above 15%Above 20%

Level of debt D/E below 100% D/E at 4%

Core example: Mega Lifesciences

Thai based pharmaceutical company with a focus on Southeast Asia. Main  
ōǳǎƛƴŜǎǎŜǎ  ŀǊŜ  ōǊŀƴŘŜŘ  ǎŜƎƳŜƴǘ ΨMegaWeCareΩ ŀƴŘ ŘƛǎǘǊƛōǳǘƛƻƴ ǎŜƎƳŜƴǘǎ  
ΨMaxxCareΩΦ a9D! ŀƛƳǎ ǘƻ ŘƻǳōƭŜ ŎƻǊŜ ǊŜǾŜƴǳŜǎ ŀƴŘ ǇǊƻŦƛǘ ŦǊƻƳ нлмф ǘƻ 
2025.

Sources: Saisei& Bloomberg
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Situation: stocks with poorer earnings stability due to cyclicality, or high conviction calls from the investment team 

Correlation

Risks

Alpha generation

Low High

Situation characteristicsSituation example: Kingsgate Consolidated

Kingsgate Consolidated Limited is an Australia-based gold and silver mining, 
development and exploration company. The Company owns the Chatree
Gold Mine (Chatree) in Thailand. In addition, the Company has an advanced 
development project in Nueva Esperanza, Chile.

Settlement with Thai government on the ChatreeGold 
mine 2016 expropriation.

The company is now progressing towards restarting by 
beginning of 2023. Debt funding and licenses have been 
secured towards this end. 

Management issued guidance to produce 110k oz of gold 
per year with USD 1,200 AISC. In line with previous 
operating years. 

Downside protected by cash and valuable South American 
exploration assets.

Stock performance: 
ω Ҍолл҈ ŦǊƻƳ ǇǳǊŎƘŀǎŜ
ω ¦ǇǎƛŘŜ ŦǊƻƳ ǇǊƻŘǳŎǘƛƻƴ ŀƴŘ ǊŜǎŜǊǾŜ ƛƴŎǊŜŀǎŜǎ
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ASEAN fund has matched the benchmark since inception, even with recent drawdown in Vietnam.
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The fund is down 15.4%since inception, in line with the benchmark The fund was down 10.9%2022, underperforming by 6.6%

Most of our outperformance has 
been lost due to our Vietnamese 
allocation over the last quarter

10.14%

26.91%
31.68%

71.39%

MSCI AC ASEANBENCHMARK BUCKETCORE BUCKET SITUATION BUCKET

Performance by buckets since implementation 
Since implementation of the three buckets on 
1st July 2020, all buckets have outperformed 
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The fund is up 28.5%since implementation, outperforming by 18.3%



ASEAN Fund: Allocations
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ASEAN Fund is overweight Vietnam and cash. Underweight Financials. 

By 2022 performance:
Î PTT Exploration and production (TH): +50.9%
Î United Overseas Bank (SG) +19.6%
Î ThienLong Group (VN): +16.4%
Î PhuNhuanJewelry (VN) +22.4%
Î Link Net (ID): +14.1%

By Size:
Î KCN (TH): gold mine
Î Cash USD
Î PTT Exp (TH): oil and gas
Î ThienLong Group (VN): stationery, office supplies
Î DBS (SG): bank 

Top 5 positions Allocation by country

Metrics (31.12.2022)
Probus 
ASEAN 

MSCI 
Asean

MSCI 
Europe

MSCI 
USA

Price to earnings ratio (T12m) 11.6 15.8 14.6 19.0

Price to book ratio (T12m) 2.2 1.7 1.7 3.9

Return on equity (%) 15.2 10.9 13.7 18.9

Dividend yield (%) 3.0 3.5 3.6 1.7

Debt to equity ratio (%) 76.2 91.3 180.2 115.1

Current ratio 1.7 1.4 1.1 1.3

Allocation by industry Better metrics across the board

Country Fund Bench Delta

Vietnam 22.4% 0.0% 22.4%

Indonesia 21.2% 18.8% 2.5%

Thailand 20.2% 21.9% -1.7%

Singapore 13.2% 36.6% -23.4%

Philippines 12.8% 7.3% 5.5%

Malaysia 2.9% 15.4% -12.5%

Myanmar 0.3% 0.0% 0.3%

Cash  7.0% 0.0% 7.0%

Sectors Fund Bench Delta

Consumer 24.6% 13.7% 11.0%

Financials 22.8% 38.1% -15.3%

TMT 11.5% 12.9% -1.4%

Materials 12.1% 5.6% 6.5%

Energy 9.5% 4.5% 5.0%

Health Care 5.1% 3.0% 2.1%

Industrials 6.1% 9.1% -3.0%

Real Estate 1.3% 9.1% -7.8%

Utilities 0.0% 4.1% -4.1%

Cash 7.0% 0.0% 7.0%

Sources: Saisei& Bloomberg
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40

The set-up looks like it did in 2020.

Î Continued growth in underlying businesses and values
Î Continued strong regional economic growth
Î ±ŀƭǳŜ ґ tǊƛŎŜ

Î Volatility to continue -> opportunity
Î Rates
Î Geopolitics
Î Debasement
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Î Market recovery, especially  in Vietnam:
Î Bad news likely priced in
Î Pro-growth government policies
Î Increasing foreign flows to region

Î Situations in queue
Î KCN
Î BSX

Sources: Saisei& Bloomberg



41

Questions?
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JapanGDP

43

Sources: Saisei, Bloomberg & Benthos
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ÎGDPcontinue to crawl back to pre-
Covidlevel.

ÎCapitalexpendituresoarto +19%YoY
ascompaniesάƻƴǎƘƻǊŜέproduction.

ÎConsumption to regain vigor with
wagesgoingup

Î According to latest surveys,WŀǇŀƴΩǎ
economy to show the strongest
growth in 2023 among major
countries(exChina)



Japanforeign visitors
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Sources: Saisei, Japan National Tourism Organization & Bloomberg

Î Thanksto its full re-opening in October 2022, foreign visitors flocked back to Japanas the chart
demonstrates.

Î ThoughChinesevisitorsarerequiredavisato entry,Koreansarebackto pre-Covidlevelfor example

Î In 2019, foreignvisitorsspendingcontributedto 1%of GDP
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Î Although savingsratio still above natural
trendΧ

ÎΧhouseholdsaresavingless.

ÎWhichinducesΧ.

ÎΧthat spendingis still well below pre-covid
level.

Î As inflation bites, wagesneed to catch up
fast.

Î Stories,like FastRetail(Uniqlo) to increase
salariesby 40% (!) help to alleviateworries
amongworkinghouseholds.

JapanHouseholdsavings& spending

45
Sources: Saisei& Bloomberg
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Î Japan Composite PMI continue to
showapositivemovement.

ÎWhile Manufacturing PMI weakens,
Servicescontinueto grow.

ÎOECDLeading Indicators for Japan
continue to show a remarkable
stability.

Global PMIs& OECD LeadingIndicators

Sources: Saisei, OECD & Bloomberg
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ÎWŀǇŀƴΩǎCPI looks low vs the US and
Europe.

ÎNonetheless,WŀǇŀƴΩǎlevel is at 40 years
high. Even though gasoline (heavily
subsidized)andrents(structural)havenot
increasedΧ

ÎΧhouseholdsfeel the punch with some
foodcategoriesshootingup by+20%!

ÎHugepressureon PM Kishidaasmajority
of Japaneselivedin deflationera.

Î Evenwith Energypullingback,someitems
expected to increase in the next few
months.

Î Almost 50% of Japanesecorporations
expectto increasetheir output prices. The
highestlevelin over40years.
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CPI

Sources: Saisei, Nikko & Bloomberg
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Î SinceFEDinducedrate increase,US
10 year treasuries and JPY
correlationstrong.

Î Indeed, rate differential has been
abnormal as BOJpolicy still very
accommodative.

Î Yet, it beginsto crumblesincelate
December.

Î At last BOJsuccumbedto strong
inflationary pressure (and
speculators).

Î SayάǎŀȅƻƴŀǊŀέto deflation?

ÎDepartingBOJGovernorKurodawill
possibly be recognized to have
beatendeflation.

ÎWith wagesincreasing,assetsvalue
in Japanto growdramatically.
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JPY, US 10y Treasury and BoJ

Sources: Saisei, Citi index & Bloomberg
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Topixvs World

Î Foreigninvestorsnet sold4.5 trillion JPYin 2022, anaverageof -34billionUSD!

ÎMeanwhile,domesticretail investorswerenet buyersof Japanstocksfor the 2nd yearin a row at 1.1
trillion JPYin 2022.

Sources: Saisei& Bloomberg
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Î Japancorporatesarecash-bloaded

Î Forexexposuremostlyreduceddueto yearsof offshoring

Î Indeed,astrongJPYhasoften gonewith astrongstockmarketoverhistory

ÎCorrelationisat -68%

Sources: Saisei& Bloomberg

0

50

100

150

200

250

300

0

500

1 000

1 500

2 000

2 500

3 000

3 500

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Topix vs JPY/USD

TOPIX (lhs) JPY vs USD (rhs)

Topixvs JPY/USD




