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Key Information 
 
Listing Date^^ 4 September 2015 

NTA (before tax)* $0.8428 

NTA (after realised tax)^ $0.8428 

NTA (after tax)** $0.8432 

Share Price at 
30/04/2023 $0.795 

EAI Market 
Capitalisation $98.7 Million 

Average 
Management Fee 0.82% 

Performance Fee 15% 
 

 
 

Performance Summary 

^ The net return figure is calculated before all tax provisions, after fees & expenses, includes the effects of the share buyback, and 
excluding the effects of option exercise dilution. Past performance is not a reliable indication of future performance 
*MSCI Asia ex Japan (non-accumulation) (AUD) 
 
 
Ellerston Asian Investments (EAI) was down 2.07% (net) in April versus the MSCI Asia ex 
Japan (MXASJ) Index which was down 0.87%.  
 
Developed Markets vs. Asia Divergence 
 
Volatility eased in April particularly in developed markets as expectations that global 
central banks are at the tail end of their respective hiking cycles and a better than feared 
reporting season in the US eased market concerns. Despite the recent respite, global market 
sentiment remains fragile given ongoing concerns around the regional banking system and 
debt ceiling deadline in the US and lingering recession fears in both the US and Europe.  
 
Asian markets underperformed developed markets during the month dragged down by 
Chinese equities. This was despite the release of better-than-expected 1Q23 GDP growth 
(+4.5% YoY) and retail sales (+10.6% YoY) data along with improving property activity 
(sales +4.1% YoY in 1Q). The underperformance of Chinese equities since January despite 
growing evidence of economic cycle divergence between China (accelerating) and the US 
and Europe (slowing) has been surprising. 
 
It is apparent that the wall of worry for investing in China remains high. We however believe 
that the vectors of uncertainty with regards to Chinese equities have gradually been 
removed. Indeed over the past 6 months, the Chinese Government has abandoned zero-
COVID, eased regulatory restrictions, provided stimulus for the property sector and 
maintained a supportive monetary policy environment. Importantly, these catalysts have 
started to translate into positive economic data and corporate earnings growth. Yet despite 
these positive developments, MSCI China continues to trade at the same multiple as it did 
back in December last year of 10.3x forward PE and 1.2x PB. These depressed valuations 
compare favourably to forecast earnings growth for the market of ~15% over the next 12 
months and low teens ROE. 
 
 
 
 
 
 
 
 
 

Performance 1 Month 3 
Months 

6 
Months 1 Year 3 Years 

(p.a.) 
5 Years 

(p.a.) 

Since 
Inception^^ 

(p.a.) 
Net^ -2.07% -2.90% 12.98% -6.99% -2.42% -0.82% 2.71% 

Benchmark* -0.87% 0.34% 16.47% -1.26% 0.78% -0.02% 4.36% 

Alpha -1.20% -3.24% -3.49% -5.74% -3.20% -0.80% -1.64% 

* NTA (before tax) – Includes taxes that have been paid. 
 
^ NTA (after realised tax) - Includes a provision for tax on 
realised gains from the Company’s Investment Portfolio.  
 
** NTA (after tax) – This figure includes a Tax Asset of 0.05 
cents per share relating to recoupable realised and 
unrealised losses. The tax asset has been capped based on 
an estimate of the amount that is reasonably expected to be 
recouped prior to the proposed fund restructure. 
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One of the major reasons that Chinese equities remain largely out of favour is the ongoing geopolitical tensions between the US and China. 
Recent reports suggest that the US Government is considering further curbs on investment into key areas of the Chinese economy such as 
advanced semiconductors, artificial intelligence and quantum computing. We believe that geopolitical risk is here to stay and our base case 
is that further economic sanctions are likely. A military conflict however is much less likely given the severe ramifications on the global 
economy. Further US Government restrictions will likely accelerate China’s transition away from export related growth towards a more 
independent development path. This creates investment opportunities in sectors that are likely to benefit from increased Chinese 
government financing such as green energy, technology, pharmaceuticals and food and energy security. The EAI portfolio has exposure to 
these sectors through companies such as CATL, Longi and By-Health. These companies are industry leaders, generate solid earnings growth 
(+20% YoY) and FCF (~3.5% yield on average) and trade on undemanding valuations (<20x PE).  
 
Portfolio Performance Summary 
 
India and Singapore were the largest contributors to alpha during the month. Whilst, China and Taiwan were the largest detractors. At a 
sector level, Communication Services and Consumer Staples were the biggest contributor to relative performance. Meanwhile, Consumer 
Discretionary and Real Estate were the worst performers. 
 
At a company level, HDFC Bank, By-Health and Midea were the biggest contributors to relative performance during the month. HDFC Bank 
reported robust 4QFY23 results with net interest income growing by 24% YoY driven by 17% YoY loan growth and net interest margin 
expansion. The company also reaffirmed that the much-anticipated merger with HDFC could be completed by as early as July 2023. By-
Health also released impressive 1Q23 results during the month with revenues and earnings growing 36% YoY/55% YoY respectively driven 
by surging vitamin sales in mainland China. Finally, Midea’s share price was boosted by investor anticipation of a better-than-expected 
1Q23 financial result. Indeed in early May, Midea reported solid revenue and earnings growth of 6% YoY/12% YoY respectively on the back 
of recovering air conditioning sales, price increases and margin expansion from lower raw material costs. 
 
Alibaba, Longi and Mediatek were the biggest drags on alpha. Alibaba was sold off during the month on geopolitical and competition 
concerns. We note however that Alibaba is primarily a domestic demand story with domestic ecommerce accounting for 70% of company 
revenues and all of group earnings. Alibaba meanwhile continues to command the largest market share (~48%) in China’s ecommerce 
space, which is likely to grow ~13% CAGR over the next 3 years. Furthermore, we view the China economic recovery, easing regulatory 
restrictions on the domestic internet sector and Alibaba’s corporate restructure as positive tailwinds for the company’s earnings and 
valuation. On valuations, Alibaba continues to trade on 8.5x (ex cash) forward PE, which looks attractive against earnings growth of ~15% 
CAGR over the next 3 years.  
 
Longi’s recent share price weakness has been driven by geopolitical concerns and local investors rotating from renewable energy names 
towards SOE and artificial intelligence concept stocks. On the geopolitical front, there have been reports that the European Union (EU) may 
look to restrict solar imports from China. We note that the proposed policy is at a very preliminary stage and will take some time for it come 
into effect. Furthermore, we view this news with some scepticism given China accounts for over 80% of the world’s supply of polysilicon, 
solar modules, wafers and cells. Europe on the hand has insufficient solar capacity (e.g. only 2GW and ~9GW of wafer and module capacity) 
to meet the region’s target of 380GW of new solar installations between 2023-30. As such, it will be very difficult for the EU to avoid China 
solar imports if it wants to achieve its targets. The fundamentals for Longi meanwhile continue to be strong with 1QFY23 revenues and net 
profit growing 52% YoY and 36% YoY respectively. The company remains the global leader in solar modules and wafers, yet trades on 12x 
forward PE.  
 
Finally, Mediatek’s share price was negatively impacted by several broker downgrades on potential competition concerns and slower than 
expected recovery in the China smartphone market. We continue to like the duopoly structure (Mediatek and Qualcomm) within the 
smartphone system-on-chip industry and believe rational competition will likely prevail in order to preserve margins and returns. Longer 
term, we expect Mediatek to be a structural beneficiary of Chinese smartphone makers looking to localised their sourcing of components. 
The company meanwhile trades on 13x forward PE and an attractive 9% free cash flow yield.  
 
As always, if you have any questions regarding any aspect of the Fund or the portfolio, please feel free to contact us at 
info@ellerstoncapital.com.  
 
Kind Regards, 
Fredy Hoh 
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PORTFOLIO CHARACTERISTICS  

TOP 10 HOLDINGS 

 
 

 

TSMC 9.4% 

Samsung Electronics 7.8% 

AIA Group Limited 5.1% 

Reliance Industries Limited 4.7% 

Alibaba Group Holding Limited 4.2% 

DBS Group Holdings Ltd 4.1% 

HDFC Bank Limited 4.1% 

Tencent 3.9% 

Kweichow Moutai Co., Ltd.  3.4% 

PT Bank Mandiri 3.4% 

Source: Ellerston Capital. 

Source: Ellerston Capital. 
 

 

Source: Ellerston Capital. 

    Contact Us Sydney 

Level 11, 179 Elizabeth Street, 
Sydney, NSW 2000 
+612 9021 7701 
info@ellerstoncapital.com 

Find out more 
All holding enquiries should be directed to our register, Link Market Services on 1300 551 627 or 
EAI@linkmarketservices.com.au 
Should investors have any questions or queries regarding the Fund, please  
contact our Investor Relations team on 02 9021 7701 or info@ellerstoncapital.com  
or visit us at ellerstoncapital.com 

This report has been prepared for Ellerston Asian Investments Limited by the investment manager Ellerston Capital Limited ABN 34 110 397 674 AFSL No. 283 000. Any information has been prepared for 
the purpose of providing general information only, without taking account of any particular investor’s objectives, financial situation or needs. It is not an offer or invitation for subscription or purchase, or a 
recommendation of any financial product and is not intended to be relied upon by investors in making an investment decision. Past performance is not a reliable indicator of future performance. To the 
extent any general financial product advice is provided in this document, it is provided by Ellerston Capital Limited ABN 34 110 397 674 AFSL No. 283 000. An investor, before acting on anything that he or 
she construes as advice, should consider the appropriateness of such construction and advice having regard to their objectives, financial situation or needs. 

The Certification Symbol signifies that a product or service offers an investment style that takes into account environmental, social, governance or ethical considerations. The Symbol also signifies that 
Ellerston Asian Investments (EAI) adheres to the strict disclosure practices required under the Responsible Investment Certification Program for the category of Product Provider. The Certification Symbol 
is a Registered Trade Mark of the Responsible Investment Association Australasia (RIAA). Detailed information about RIAA, the Symbol, EAI’s methodology, performance and stock holdings can be found 
at www.responsibleinvestment.org, together with details about other responsible investment products certified by RIAA.1  

1 The Responsible Investment Certification Program does not constitute financial product advice. Neither the Certification Symbol nor RIAA recommends to any person that any financial product is a 
suitable investment or that returns are guaranteed. Appropriate professional advice should be sought prior to making an investment decision. RIAA does not hold an Australian Financial Services Licence 
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EAI SHARE PRICE VS NTA

EAI Share Price NTA (Before all taxes)

GEOGRAPHIC ALLOCATION
China/HK, 50.3%

South Korea, 10.7%

India, 16.8%

Taiwan, 11.0%

ASEAN, 7.5%

Cash, 3.7%

SECTOR ALLOCATION
Information technology, 23.1%

Financials, 27.4%

Consumer discretionary, 17.7%

Communication services, 3.9%

Materials, 1.4%

Industrials, 5.1%

Consumer staples, 8.2%

Health care, 3.1%

Energy, 4.7%

Real estate, 1.7%

Cash, 3.7%
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