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Global Emerging Markets 
Sustainable (GEMS)
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What is GEMS?

1. Access to structural growth

2. Long-term competitive advantage and highly 
skilled management 

3. Strong free cash flow generation on a (very) 
forward looking basis or highly profitable 
investments 

4. One to three key areas where East Capital thinking 
differs to consensus/market

5. Reasonable valuation or significant upside

6. High ESG standards based on East Capital’s 
proprietary ESG score

Overview Six investment criteria

• A global emerging markets fund with a tilt toward 
quality and growth  at a reasonable price

• Holistic view of sustainability through investment 
approach and ESG integration 

• Investment approach based on selecting companies 
that meet our six criteria

• ESG integration primarily driven by East Capital’s 
scorecards: 

– Scorecards give PMs/analysts deep and 
proprietary knowledge of companies’ ESG 
profiles

– Scorecards also drive key priorities for 
engagement, which remains a focus 

• Exclusion list using revenue thresholds: 

– Fossil fuels producers (oil, gas and coal) 
– Tobacco and alcohol
– Weapons, gambling and pornography



3

Key portfolio 
characteristics

Source: East Capital, UBS PAS, portfolio as of 30 May 2019. PAS data at end of April 2019. All metrics are 12M forward except Debt/Equity Ratio 
(last reported). *Carbon measured with the Bloomberg carbon emissions tool
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• 61 names characterized by high growth 

and strong ESG profiles

• Growth at a reasonable price – PEG 

ratio of 1.3 vs. 1.8 for the benchmark

• 72% active share

• Around 16% of portfolio in small cap 

companies 

• Overweight to themes relating to 

domestic growth and the emerging 

consumer 

• Carbon intensity* 57% below the index
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P/E Yield P/B EV/EBITDA

10,6

6,9

14,6

7,4

Portfolio Benchmark Portfolio Benchmark

Forecast Earnings growth Forecast Dividend Growth

15,7 12,7 16

29

Portfolio Benchmark Portfolio Benchmark

ROE Debt / Equity Ratio
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Two decades of active and 
responsible investments

1997
Founded in Stockholm

Strong team
28 investment professionals in 
5 research offices

130 years+ of combined 
investment experience* 

USD 3.5bn
in assets under management

Public equities and real estate

International client base including 
first-tier financial institutions

Responsible
Active shareholder and 

ownership

PRI signatory

Active investor
On the ground research, 

company meetings

Investment process integrating 
ESG risks and opportunities

Quality and growth
Focus on high quality companies 

benefiting from structural 
growth

Opportunities outside of energy 
and commodity space

Strategies
Eastern Europe and Russia, Balkans 
and New Europe

China A-Shares and China 
Environmental

Global Frontier Markets and Global 
Emerging Markets Sustainable

Real Estate Baltics

*Senior investment professionals



Global research platform with regional investment teams

Global coverage

1. Tallinn office includes satellite offices in Vilnius and Riga. 2. Credicorp (external partner) also have satellite offices in Peru and Colombia

Stockholm
Peter Elam Håkansson
Ilya Kiselev
Michal Czerwinski
Alexander Agerman 
Jonas Ek
Adam  Petersson-Ellafi
Margot Jacobs, CFA 
Ulf Sigfridsson
Paul Nissan

Moscow
Jacob Grapengiesser 
Tim Umberger, CFA
Beatrice Bushati
Uliana Esaulkova 
David Nicholls, CFA
Hanna Loikkanen

Tallinn1

Eglé Fredriksson
Madis Raidma
Arunas Gricius
Martin Otsa
Pille Rand
Maris Smiltenieks

Dubai
Emre Akcakmak, CFA
Sanat Sachar, CFA

Hong Kong
Karine Hirn
François Perrin, PhD
Dmitriy Vlasov, CFA 
Felicia Hong, CFA
Sumeet Bhalla

Emerging and frontier
markets research offices

▪ 5 offices

▪ 27 investment professionals

➢ 19 in public equity 

➢ 2 in private equity

➢ 6 in real estate

▪ 15 nationalities
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Santiago (Credicorp)2

Santiago Arias
Galatino Galle
Dario Valdizán



Peter Elam Håkansson
CIO/Chairman/Founding Partner
Based in Stockholm 
At East Capital since 1997 
In industry since 1983 

• Responsible for all public equity strategies and investment decisions
• Awarded fund manager; worked within emerging and frontier markets since the early 

nineties and continues visiting companies throughout the world
• Board member of Atlantic Grupa and Bonnier Business Press; advisory board member of 

Stena Long Term Equity and chairman of the board at the Swedish Music Hall of Fame 
• MSc from Stockholm School of Economics and studied at EDHEC
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GEMS portfolio 
management team

Experienced team with regional responsibilities

Jacob Grapengiesser
Deputy CIO/Partner
Based in Moscow
At East Capital since 2002 
In industry since 1999 

• Coordinates the investment process across all strategies and teams and heads 
Eastern Europe

• Has built East Capital’s vast network of contacts to key policy and decision-makers 
in Russia and throughout Eastern Europe 

• Board member of MFG in Russia
• MSc from Stockholm School of Economics and studied at the Royal Institute of 

Technology and Cornell University

François Perrin 
Portfolio Manager
Based in Hong Kong
At East Capital since 2015 
In industry since 1998 

• Advises on sustainable strategies and heads Asia
• Ex Head of Greater China Equities and Asian SRI 

Equities at BNP Paribas IP Asia in Hong Kong, Senior 
Portfolio Manager at Fortis Investments in Frankfurt a. 
M., Portfolio Manager at Lombard Odier in Geneva, 
Manager at Suez and Auditor at KPMG in Paris

• PhD in Finance from Grenoble University, MA 
Economics from Sorbonne University, Ecole Normale
Superieure de Cachan

Tim Umberger
Portfolio Advisor/Partner
Based in Moscow
At East Capital since 2008 
In industry since 2005 

• Advises on the Eastern European, Global Frontier 
Markets and Global Emerging Markets Sustainable
strategies

• Started as Analyst for Balkans, promoted to Senior 
Analyst in 2010, to Portfolio Manager in 2012 and to 
current position in 2015 

• Board member of AIK Banka in Serbia
• Previously Equity Analyst at KD Group in Slovenia 
• MSc from Ljubljana University 
• CFA charterholder

Dmitriy Vlasov
Portfolio Manager
Based in Hong Kong
At East Capital since 2007 
In industry since 2000 

• Advises on the China A-shares and Global 
Emerging Markets Sustainable strategies

• Previously Head of Valuation for Russia/CIS at 
Jones Lang LaSalle in Moscow, Chief 
Representative of Thor Group in Shanghai and 
equity analyst at Security Global Investors in US

• MBA from the University of Kansas
• CFA charterholder 
• Visiting professor at Hangzhou Normal University 



Portfolio management team supported by analysts/advisors, traders and sustainability officer
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Analysts, traders and 
sustainability officer

Felicia Hong
Senior Analyst
Based in Hong Kong
At East Capital since 2015 
In industry since 2011 

Emre Akcakmak
Portfolio Advisor
Based in Dubai
At East Capital since 2006 
In industry since 2006 

Eglé Fredriksson
Portfolio Advisor
Based in Vilnius
At East Capital since 2004 
In industry since 2003 

Michał Czerwiński
Analyst
Based in Stockholm
At East Capital since 2019 
In industry since 2011 

Beatrice Bushati
Senior Analyst
Based in Moscow
At East Capital since 2008 
In industry since 2008 

David Nicholls
Senior Analyst
Based in Moscow
At East Capital since 2015 
In industry since 2010 

Uliana Pavlova
Senior Analyst
Based in Moscow
At East Capital since 2007 
In industry since 2006 

Ilya Kiselev
Analyst
Based in Stockholm
At East Capital since 2015 
In industry since 2015 

Karine Hirn
Chief Sustainability Officer/Partner
Based in Hong Kong  
At East Capital since 1997 
In industry since 1994

• Chief Sustainability Officer, Chairperson of East Capital entities in 

Luxembourg and Responsible Officer and CEO of East Capital Asia Ltd

• Previous roles include East Capital’s Chief Representative in China 

(Shanghai), East Capital CEO (Stockholm)

• Vice-Chair of the Swedish Chamber of Commerce in Hong Kong, board 

member of Eurocham, French Trade Advisor

• MSc from EM Lyon, Post-graduate degree in Eastern European Studies 

from Institut d’Etudes Politiques in Paris. Also studied at Moscow 

Financial Academy and the Swedish School of Economics and Business 

Administration in Helsinki

Alexander Agerman
Head of Trading 
Based in Stockholm
At East Capital since 2005 
In industry since 2002 

Jonas Ek
Trader
Based in Stockholm
At East Capital since 2005 
In industry since 1998 

Adam Petersson-Ellafi
Trader
Based in Stockholm
At East Capital since 2016 
In industry since 2015 

Sanat Sachar, CFA
Analyst
Based in Dubai
At East Capital since 2019
In industry since 2015 

Sumeet Bhalla
Assistant Portfolio Manager
Based in Hong Kong
At East Capital since 2019 
In industry since 2015

Paul Nissan
Research Assistant
Based in Stockholm
At East Capital since 2017
In industry since 2017
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Credicorp Capital 
Asset Management

Overview Key people

• East Capital has partnered with leading 
Latin American corporation Credicorp, who 
are advising on Latin American investments

• Credicorp PMs will be fully integrated into 
the investment process, including work on 
ESG scorecards and engagements

• Current AUM is USD 18bn, of which Latin 
American active equity is USD 500m

• Team comprises of CIO, Head of Research, 5 
Equity PMs, 10 analysts and 5 macro 
specialists

• Investment process aligned with East 
Capital, including focus on ESG matters

Santiago Arias
Head of Equity and PM Latam
Based in Santiago 
In industry since 2004 

• Previously Head of Equity and PM at HMC Capital and Latin 
America PM at Pinebridge Investments 

• MA from SAIS, John Hopkins University and BS/BA from Butler 
University

Galantino Gallo
CIO
Based in Lima 
In industry since 2004

• Previously Head Equity and Head of Research at Credicorp, 
Equity Analyst at Fidelity, and CO-Head of Risk Analysis at 
Citibank Peru 

• MBA from Wharton and degree from Universidad del Pacifico

Dario Valdizán
Head or Research
Based in Lima 
In industry since 2006 

• Previously Director of Research at ONYX EM, Sell Side analyst at 
BTG Pactual and UBS, based in NY, Sao Paulo, and Lima

• BA from University of Wisconsin (Madison) and US Air Force 
Veteran
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External resources, 
associations & initiatives

External resources Associations and initiatives
Sustainalytics (acquired GES, Global 
Engagement Services)
External partner for semi-annual norms 
based/controversy screening according to 
internationally agreed conventions and norms 
on human rights, labour standards, 
environment, health & safety and corruption. 
Member of GES Engagement Forum

ISS (Institutional Shareholders Services)

Online platform for facilitating proxy voting 
shareholders’ meetings. Used for sourcing 
upcoming meeting agendas, forwarding voting 
instructions and tracking voting activity. All 
voting decisions and instructions are managed 
in-house by East Capital and are not outsourced 
to ISS or any other third party

BICG (Baltic Institute of 
Corporate Governance)

Presenter of ESG issues from the 
investor perspective in BICG’s 
CG training programs for 
executives in the Baltics since 
2009

Fondbolagens förening 
(Swedish Investment Fund 
Association)

Member of Working Group for 
Corporate Governance and 
Sustainability since 2011

ALFI (Association of the 
Luxembourg Fund Industry)

Member of Responsible 
Investing Market Intelligence 
and Outreach Working Group 
since 2016

SISD (Swedish Investors for 
Sustainable Development)

Formed in 2016

PRI (Principles for Responsible 
Investment) 

Signatory since October 2012

API (leading association of minority 
investors for better Corporate 
Governance in Russia)

Active member since 2002 and 
represented on the Board since 2010

ACGA (Asian Corporate Governance 
Association)

Member since 2009

CECC (China Environment Chamber of 
Commerce)

Member since 2016

CDP (Carbon Disclosure Project) 

Investor signatory since 2014

Climate Action 100+

Joined in 2019
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Strong track record for 
flagship strategies

More than 20 
years of 
successful 
investments in 
emerging and 
frontier markets

Consistent 
investment 
approach

Source: East Capital as of 31.12.18 (Gross of fees) in USD. Note: *Strategy inception 2016-03-01

Return of flagship strategies in USD 

Russia (1998) Eastern Europe (2002)

Fund Index Fund Index

Since inception 897.7% 507% 306.9% 150.8%

Annualised 11,8% 9.1% 8.7% 5.6%

2015 1.0% -2.5% -7.3% -16.7%

2016 63.7% 54.3% 33.1% 24.5%

2017 13.1% 1.0% 27.3% 21.0%

2018 -12.3% -2.5% -22.6% -12.4%

China Environmental (2016*) China A-shares   (2014)

Fund Index Fund Index

Since inception -0.7% -3.0% 36.2% 1.0%

Annualised -0.3% -1.1% 6.3% 0.2%

2015 - - 23.4% 7.1%

2016 15.0% 12.1% -7.5% -19.1%

2017 30.8% 27.6% 57.9% 20.3%

2018 -34.0% -32.2% -32.0% -33.4%
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Emerging & frontier market backdrop

• Convergence towards developed markets

– Long-term economic growth prospects 

– Structural growth in many sectors

• Market inefficiencies

– Lack of quality information & research

– Large discrepancies between 

operational/financial performance of 

companies 

– Significant difference between real and 

perceived ESG standards

– Often difficult to access the ‘right’ 

people/companies

– Distorted valuations and risk perception

We aim to create superior returns by 
being truly local, frequently meeting 
companies and relying on proprietary 
unbiased research with an integrated ESG 
approach

Our portfolios are built around high 
quality companies with long-term growth 
prospects 

We strive to work as an active and 
responsible shareholder in order to 
further enhance returns

Investment philosophy

Investment philosophy
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Investment approach
How we generate value

Active stock-pickers

• Investment by 
conviction, on a company 
by company basis, and 
daring to be contrarian

• Focus on company 
selection, supported by 
top-down considerations

• Index agnostic in idea 
generation

• Bias towards small & mid 
caps

• Typically high active 
share, 70% if unrestricted

Local

• Meeting companies as 
integral part of the 
investment process

• Local in-depth expertise
• Network of owners, 

management teams and 
policymakers

Research-driven

• Focus on fundamentals
• Relying on proprietary 

research
• Inclusion of ESG factors 

and risk scenarios

Long-term 

• Strategy positioned to 
outperform within 3-5 
years

• Ability to make short-term 
allocations without 
diluting long-term strategy

• Low core turnover, 
target 20-40%

› Focus on companies benefiting from structural growth at reasonable price
› Team approach, consensus-driven decision making
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Investment process 

Implementation 
& Monitoring

Portfolio 
Construction 

Fundamental 
Research

Idea 
Generation

Definition of 
Investable 
Universe

Overall EM 
investment 

universe
(10’000+)

Investable 
universe
(2500+)

EM Focus 
list

(450+)

Focus list 
with 

conviction 
and views

(160)

Model 
portfolio
(60-80)

Actual
Portfolio
(60-80)

Detailed 
performance and 
risk analysis

Monitoring of ESG 
factors, proxy voting 
and ESG 
engagement

Assignment of 
portfolio weights 
reflecting conviction, 
valuation and 
momentum

Risk/return profile 
optimization

Allocation decisions 
are taken by 
consensus

Company meetings 
as cornerstone of 
investments
Proprietary research 
on revenue and cost 
drivers, competitive 
strength, financial 
capabilities, 
management and 
ESG

Fundamental growth 
score focusing on 
profitability, financial 
health, equity 
issuance, efficiency, 
and risk (20 
indicators)

Global Compact 
screening

Liquidity & Size 
screening

Hard exclusions:

fossil fuel producers, 
weapons, gambling, 
pornography, 
tobacco

Our six criteria 

for identifying sustainable investment opportunities
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• Structural growth implies long-term, sustainably 
high growth rates uncorrelated with business or 
commodity cycles

• Often driven by demographics, disruptive 
technologies, or changing consumer behaviour

• Strong real growth in consumer expenditure in 
emerging and frontier markets over next ten years

• Much more nuanced than just basket buying consumer 
stocks  

Does or will this company produce a 
product/service for which demand will 
continue to grow significantly in the next 
three to five years?

Source: Eurostat - The Outlook for the Emerging Market Consumer in 
2016, March 2016

1. Access to structural growth Real growth in consumer expenditure 
in emerging and developing markets

Electric vehicle penetration 2015-2040

Sources: European Road Transport Research Advisory Council, Citi, 
July 2018
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20%
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40%

50%

2015 2020 2025 2030 2035 2040

Bear Base Bull

Identifying sustainable 
investment opportunities 

Criteria 1: Structural growth

32%
36%

29%

25% 25%
23%

2000-2005 2005-2010 2010-2015 2015-2020 2020-2025 2025-2030
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• Screening of liquid investment universe to identify 
companies offering potentially above industry average 
growth, profitability and cash flow generation

• 20 indicators used among 5 areas:

– Profitability (operating cash flow > 0, cash flow 
to assets > industry median, ROA > industry 
median)

– Financial health (change in Z-score > industry 
median)

– Efficiency (sales growth > 0, change in gross 
margin > industry median)

– Management signaling (equity issuance < 5%)

– Risk (volatility < industry median)

Is company management delivering 
organic, profitable, efficient and sustainable 
growth?

Source: East Capital, UBS Quant Research, 2019

Support from quantitative screening Top 33% fundamental growth 
outperforming bottom 33%

Results from quantitative screening

Sources: East Capital, May 2019

Identifying sustainable 
investment opportunities 

Criteria 1: Structural growth

0
200
400
600
800

1 000
1 200
1 400

Universe

Long

Short

Initial 
universe

(# stocks)

Focus List 
(# stocks)

Focus List
(% in MSCI 
EM Index)

Total 2500+ 450+ Circa. 55%
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• In all sectors and countries, we see a huge gap in 
performance (both fundamental and share price) 
between comparable companies 

• Especially in tech, network effect and highly scalable 
businesses often create “winner takes all” markets

• It is impossible to assess this criteria this just by looking 
at an annual report, need to meet management and 
see/understand their products first hand. 

Is the management of sufficiently high 
quality and does it have a clear strategic 
vision that will enable the company to 
maintain its long term competitive 
advantage?

2. Long term competitive advantage 
and highly skilled management 

Source: Company, Bloomberg, accessed 18.06.19, East Capital

Share price: Ping An vs. New China Life

Growth in value of new business

Identifying sustainable 
investment opportunities 

Criteria 2: Competitive advantage
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http://www.google.com.hk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjJy76u3PLiAhX8wsQBHW1GCXMQjRx6BAgBEAU&url=http%3A%2F%2Fcj.sina.com.cn%2Farticles%2Fview%2F6533683900%2F185701abc00100f9ub&psig=AOvVaw1BjOt3vE9Pb1CqDxNZllyA&ust=1560936638187474
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• We have a strong focus on FCF generation typically 
driven by a high ROIC 

• For many fast-growing companies the FCF could be far 
out in the future and hence investors have to be patient 

• Fast-growing companies can be difficult to value as
many of the most exciting business lines are loss 
making, leading to inflated short term multiples 

• We aim to separately model key investment 
projects to assess profitability on a standalone basis

• Finally, we focus on companies’ potential to return 
cash to shareholders, the outcome of this should be 
dividends/ buy backs

3. Strong free cash flow generation on a 
(very) forward looking basis or highly 
profitable investments 

TSMC: stability of return on capital 
invested, growing FCF

Source: TSMC, East Capital estimates

• USD10bn capex deployed on a yearly basis to 
maintain technological leadership in semiconductor 
production

• RoIC targeted above 20% until 2022

• Free cash flow yield to expected to stay above 5%

10
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100
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300

400

2011 2012 2013 2014 2015 2016 2017 2018

Free Cash Flow (Taiwanese Dollar, billions)

Return on Invested Capital (%, RHS)

Identifying sustainable 
investment opportunities 

Criteria 3: Strong free cash flow or highly 
profitable investments
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• Regardless of how exciting a stock looks, if the rest of 
the market has the same view, the stock is unlikely to 
outperform the market, assuming the company 
performs in line with expectations 

• For our positions, we aim to ensure there are one to 
three areas where we significantly differ to 
consensus/market. These areas are varied, though 
could include:

– Higher growth or margin expectations leading to 
earnings expectations above consensus 

– Higher dividend expectations than the market 
based on modelling of free cash flow 

• In the case of poor/non-existent consensus we rely 
on proprietary research to identify overlooked 
opportunities, especially in smaller markets/companies

What does East Capital believe about this 
company that the market is missing? 

4. 1-3 key areas where East Capital thinking 
differs to consensus/market

Aeroflot 2017 Net Income Estimates

Source: Bloomberg, accessed 16.07.18
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• East Capital was 6 months ahead of consensus 
regarding earnings estimates

• During period stock rose by 127%

(RHS)

Identifying sustainable 
investment opportunities 

Criteria 4: Differing view to consensus
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• Overly bullish psychology can lead to overcrowded 
stocks pricing in unrealistic earnings expectations that 
will lead to disappointment and underperformance 

• Therefore, we don’t buy growth at any cost, instead 
relying on our intimate knowledge of the company to 
determine reasonable value

• This also means we are prepared to sell stocks when we 
feel they are “priced to perfection”

• Depending on the stock we use a combination of value 
multiples and target price to determine what such a 
reasonable valuation is 

• The above often follows naturally as a result of 
meticulously applying criteria 1 – 4 

5. Reasonable valuation or significant 
upside

Valuation summary for Yandex

Source: Bloomberg, accessed 17.09.18

Identifying sustainable 
investment opportunities 

Criteria 5: Reasonable valuation

Taxi valuation
attr. to Yandex

Bear Case Base Case Bull Case

GMV Multiple 1.5x 2.0x 2.5x

2018 3.5 bn 4.7 bn 5.9 bn

2019 5.1 bn 6.7 bn 8.4 bn

Valuation of core business (EV/EBITDA)

2018 10.0 9.1 8.1

2019 8.1 7.3 6.5

Peers (EV/EBITDA)

2018 14.6 17.7 22.9

2019 12.1 14.9 18.3

Implied upside to stock price

2018 20% 26% 33%

2019 39% 46% 52%
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• We see ESG as a critical aspect of companies’ long 
term earnings sustainability 

• However, empirical evidence suggests that use of 
generic ESG scores does not lead to  
outperformance 

– This is due to over-reliance on “tick the box” 
questions in relation to various policies 

• Hence we have created a proprietary ESG 
scorecard that addresses the key drivers of long-term 
value creation for minority shareholders 

– In governance, we focus on capital allocation, 
alignment of incentives and transparency

– On E&S, we seek to understand how senior 
management think and act on key issues

• Our scorecard is more insightful and thorough than 
those available from external suppliers

6. High East Capital ESG Score East Capital ESG Score for Supalai
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Identifying sustainable 
investment opportunities 

Criteria 6: High East Capital ESG score



Incorporating SDGs into 
our investment process

• We see the Sustainable Development Goals as providing 
a relatively simple framework for identifying long 
term sustainable companies 

• We see certain goals as universal responsibility of 
all companies to address regardless of 
sector/market/size 

– These are addressed in our overall ESG scorecard 

• The rest of the goals impact the attractiveness of a 
company’s products, services or technologies

– These are assessed in a separate SDG module in our 
scorecard, which looks at % of revenue 
impacted by goal (can be negative or positive)

• SDG positioning helps determine our conviction 
level on each stock 

An additional tool for identifying 
sustainable companies 

SDG Module for AES Tiete Energia

Goal % sales Comment

1. No poverty 0%

2. Zero hunger 0%

3. Good health and wellbeing 0%

4. Quality education 0%

6. Clean water and sanitation 0%

7. Affordable and clean energy 100%

9. Industry, innovation and 
infrastructure

25%
Subsidiary focuses on helping 
smaller producers reach grid

11. Sustainable cities  60%
Clean energy = more sustainable 
cities

12. Responsible consumption 10%
Offer service for clients aimed at 
reducing energy usage

13. Climate action 100% Renewable energy is core business 

14. Life below water 0%
Involved in a fishing management 
program aimed at restocking rivers

15. Life on land 0%
Target of reforesting min 243 
hectares pa until 2029

Company’s core business is 
providing renewable energy 
solutions and facilitating access 
to energy and transitions to 
renewables, including micro-grid 
storage



Identify Assess Engage Monitor/report

Proactive based 
on issues or areas of 
improvement 
identified in East 
Capital’s 
proprietary 
research process, 
which includes our 
ESG scorecards.

Reactive based on:
• current events
• norms based 

screening
• invitation from 

other investors

Engagements are 
then selected based 
on East Capital’s 
ability to influence 
a company and
add value.

Portfolio weighting 
is also considered 
when prioritizing 
engagements.  

Main goals of the 
engagement are 
identified.

We engage with 
either the 
management team 
or the board 
through:

• on the ground 
meetings with 
companies as well 
as our extensive 
local networks

• letters, phone 
calls or emails to 
companies

• collaboration 
with others

Discussed in team 
meetings and monthly 
meetings 

Progress is monitored 
on a case-by-case 
basis

Where there are no 
signs of progress, 
there may be changes 
to the portfolio 
(depending on the 
materiality of the 
issue)

East Capital’s Annual 
Sustainable 
Investment Report
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How do we approach  
active engagement?

Source: East Capital. Figures for 2018 (*2019)

1000+
Company meetings

~11
Company engagements 
on specific ESG topics 

~17
Engagements together with 

GES/Sustainalytics

~50%
of market value proxy 
voted at AGMs/EGMs

7
Directors nominated 

and elected

Became a member of Climate 
Action 100+*



Situation East Capital’s role / results

Potential for strategic transaction 
on terms disadvantageous to 
minorities 

› Extensive contact with all stakeholders
› Proposed and got true INED appointed to the board
› Established special independent committee to 

approve any transactions 

One of largest greenhouse gas 
emitters in the world 

› Met with INED to understand how issue is 
discussed/addressed on board level

› Made a variety of suggestions regarding disclosure 
and incentivization of KPIs for climate change removal 

› Joined Climate Action 100 to work collaboratively 
with investors on the topic

Buyout by PE firm at a valuation 
well below fair value 

› Blocked attempts at dilutive share issues 
› Submitted court case regarding unfair squeeze out price 

in January 2019

Company announced plans to 
invest heavily in state produced 
planes at off-market terms

› Meetings with senior management, board members and 
vendor

› Matter was discussed much more actively at board level, 
with significantly more information disclosed to 
minority investors

› Company revisited contract terms and received a 
slight discount 
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Recent engagements 

Targeted 
engagements 
selected based on 
ability to add value 
and severity of case / 
expected outcome  

Many more smaller 
scale engagements 
with companies that 
arise during our 
regular meetings

ESG scorecards used 
to produce key areas 
of engagement 
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External ESG scores are 
coming under pressure

Source: CLSA and ACGA “ CG Watch 2018”, 7.12.18

Recent press Relationship between FTSE and MSCI ESG 
scores

“FTSE rated Tesla last for global auto ESG. 
MSCI, meanwhile, rated it best.”

FT, 6.12.18

“…ESG scoring risks creating a false sense of 
confidence among investors who don't really 
understand what lies behind the 
numbers”

New York Times, 17.9.18
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Where do we add value 
on ESG matters?

Benefits of the scorecard include: 

1. Scorecard requires detailed 
understanding of the ESG profile of 
the company   

2. As PMs/analysts fill out the scorecards, the 
ESG insights are embedded into the 
investment process

3. Structures our engagement work 
− Scorecard produces 1-3 key areas 

where we feel the company could 
improve its ESG profile

4. Encourages the PM/analyst to consider how 
the company is exposed to the SDGs

Proprietary ESG scorecard is fully 
integrated into the investment process

Where is our scorecard different to 
generic ESG scores? 

1. Our scorecard typically requires discussions 
with company management to understand 
how they approach critical ESG issues such as 
capital allocation or climate change 

2. On-the-ground approach and wide contact 
network means we can really understand things 
key issues such as whether INEDs are truly 
independent 

3. Only one question on existence of policy (related 
to corruption) vs widespread use of such “does 
the company have policy x” questions in generic 
scores, which is of very little value 



ESG scorecard in detail

Holdings Aim Areas covered Score levels

R
e

d
 F

la
g

s

All existing holdings

When initiating 
research on any new 
names

At the outset, consider 10 most critical ESG 
questions in EM and FM

Gives quick ESG overview and 
understanding

Helps focus research resources 

Focuses on major red flags related to Corporate 
Governance, Ethics and corruption, Severe or 
systematic Environmental or Social 
controversies

Maximum 2 Red Flags for Key Active Positions

More than 3 Red Flags should not warrant further 
research or investment unless specific insight or 
reason to accept higher ESG risk is warranted, 
accepted and documented

E
S

G
 S

o
r

e

All Key Active 
Positions and top 
holdings to start

Over time, other 
relevant long term 
holdings

50+ questions to consider relevant and 
material ESG risks and opportunities in 
EMs and FMs

Helps to determine level of conviction 
(together with financial quality, significant 
upside, etc.) 

Generates a list of issues/questions to 
research further or raise with the company

Allows us to adjust our scenarios and 
modelling assumptions, if needed

Governance (75%)
(Shareholders/board/management, dividend 
policy, capital allocation, ethics and corruption, 
transparency)

Environment (12,5%)
(Impacts on CapEx/OpEx next 5Ys, 
Management’s commitment, significant 
controversies)

Social (12,5%)
(Impacts on CapEx/OpEx next 5Ys, supply 
chain, health & safety, significant controversies)

Key Active Positions should have an ESG score of 
at least 70%

Other holdings should score at least 60%

However, specific insight or reason allows us to 
accept a lower score - and higher ESG risk - if 
warranted, accepted and documented

S
D

G
 M

o
d

u
le

All Key Active 
Positions and top 
holdings to start

Over time, other 
relevant long term 
holdings

Framework to identify streams of revenue 
from a company’s products/services or 
technologies that are expected to either:

BENEFIT due to greater demand in order 
to achieve the SDGs, e.g. clean energy, 
education, health   OR

SUFFER due to lower demand or total 
substitution in order to achieve the SDGs, 
e.g. fossil assets or unhealthy food

17 SDGs

12 Goals impacting demand

5 Goals primarily addressed in operations 
(assessed in the E, S and G sections of the 
scorecard)

Determine to which extent an issuer can be 
categorized as being a “solution provider”

Adjust modelling assumptions, level of conviction 
or stock selection

Score Engagement
>80% Strong, comfortable with Key Active Position Feedback on positive results, highlight any areas for improvement 
>60% Good, careful consideration of risks Engagement on specific issues raised by scorecard
<60% Laggard, highly case specific, i.e.  liquidity reasons Highlighting realistic areas of improvement
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Case Studies

All data in this section based on East Capital estimates as of 28.02.19 
or company financials
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Daqo New Energy
Overview

Investment Rationale 

Global cost leader for polysilicon production, benefiting from solar 
grid parity target in 2019 announced by Chinese Government 

Production 
capacity to 
double by 1Q 
2020

OCF to double in 
2019

1. World most advanced and cost effective polysilicon production

– PV grid parity Chinese policy implies polysilicon cost to remain LT under US$9/kg

– DQ cost of production curently at US$6/kg trending toward US$5.5/kg in 2020

2. Strong earnings generation 

– Production capacity to double by 1Q 2020 to 75k mt from 40k mt in 1H 2019

– EPS expected to triple over 2019-2021

3. Robust cash flow and healthy balance sheet

– Operating cash flow to reach US$100M (100% YoY) in 2019, capex plan fully

financed

– At US$10/kg, every additional dollar ASP is adding US$35M in cash flow

Sources: Bloomberg and East Capital, May 15, 2019

2019e 2020e

EV/EBITDA 4.2X 2.6X

P/E 7.2X 3.8X

P/B 0.8X 0.6X

EPS growth -14% 101%

Listing: New York

Market cap: $0.4bn



Daqo New Energy
Fundamentals

1. Access to structural growth
• Capacity of polysilicon expected to 

reach 75,000 MT by the end of 1H20 
(3x than that at the end of 2018)

• Key beneficiary of solar grid-parity 
demand in China in 2019/20

2. Long term competitive position 
and strong management 
• Leading producer of high-purity 

polysilicon for the global solar PV 
industry with strong cost advantage (20% 
lower than industry average) 

3. Strong FCF or highly profitable 
investments 

• 25% IRR for production plants
• Steady growth in Operating CF with 

CAGR of 24% over 2014-2018 thanks 
to its low-cost advantage

4. 1-3 areas where we differ to 
consensus

5. Reasonable valuation or 
significant upside

6. High East Capital ESG Score 

Six criteria analysis for Daqo New Energy

• ESG score of 73.1, key weakness being 
limited disclosure regarding 
environmental and social factors

• 100% of revenue supporting SDG 7, 9 12

• At 4.2x/2.6x EV/EBITDA’19/20 and 
7.2x/3.8x P/E’19/20, significant 
discount vs. peers (19x for GCL Poly)

• EC expects higher than expected contribution 
from polysilicon in 2H19 based on the 
recovering China solar demand

• Faster than expected ramp up of Phase IV
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1. High-quality portfolio of well-regarded brands across 
multiple categories

– The company's air conditioner, washing machine and refrigerator 

sales account for around 25%, 26% and 11% of the Chinese marke

– Its small appliance sales rank number 1 in China

2. Strong results and high returns in its core business

– We see current +25% ROEs as sustainable for its operations

– Well-proven margin enhancement capabilities & buybacks will 

result in higher bottom-line growth (i.e. +8%-10% for top line and 

+10%-13% for bottom line)

– High level of cash on its BS, ca Rmb 100b will be used for further 

buybacks,  div increases as well as M&A opportunities
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Midea Group
Overview

2019 2020

EV/EBITDA 10.6 8.9

EBITDA growth 11% 14%

P/E 14.0 12.8

EPS growth 14% 13%

China’s leading household appliance manufacturer with 
strong technological capabilities and diversified product portfolio. Leading player in  

household 
appliances, moving 
into higher-value 
added robotics and 
industrial 
automation areas

Investment Rationale 

Source: East Capital, Bloomberg, April 30, 2019 



Midea Group
Fundamentals

1. Access to structural growth

• Growth of China’s household appliance 
industry is driven by product upgrades 
and replacement demand. Robotics 
and industrial automation are the new 
growth drivers

2. Long term competitive position 
and strong management 
• Midea’s market share gains is testament 

to its strong competitive position
• High-caliber management will continue 

focusing on shareholder return 
enhancement

3. Strong FCF or highly profitable 
investments 
• Strong FCF generation, i.e. FCF yield ca 

7-10% with high ROEs of 26%

4. 1-3 areas where we differ to 
consensus

5. Reasonable valuation or 
significant upside

6. High East Capital ESG Score 

Six criteria analysis for Midea Group

• ESG score of 75.6, well-managed private 
enterprise with strong CG credentials, 
main weakness – little transparence of 
decision making process

• Exposure to several SDGs (9, 11, 12, 13)

• At 14x 2019 P/E and 14% EPS 
growth+3% div yield, Midea  is 
attractively valued 

• EC expects 10% OP margin, higher than 
consensus of of 9%

• EC expects additional buybacks will 
add ca 2-3% EPS growth in 2019
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MRV
Overview

2019 2020

EV/EBITDA 6.5 5.9

EBITDA 
growth

16.0% 10.0%

P/E 7.8 6.8

EPS growth 13.0% 15.0%

High quality company in a structurally growing market, providing 
strong  free cash flow and dividends

Dividend yield of 
above 8% for 
2020

Valuation 
significantly 
lower than EM 
peers

1. Dominant player well positioned to benefit from economic recovery and 
supportive demographics

– Leading homebuilder in Brazil with 61% market share (vs. 19% for #2 player). 

– Strong structural demand: due to young and growing population the market needs to 
deliver ca. 13mn houses by 2030

– Large housing programs financed by Brazilian government (FGTS and MCMV)

2. Low valuation combined with strong cash collection and dividend yield

– 2020e EV/EBITDA of 5.9x, P/E of 6.8x – significantly lower than EM/FM peers

– 2020e FCF yield of 9-10% supported by operational performance and low WC needs

– 2020e dividend yield of above 8%

3. Strong corporate governance and focus on sustainability issues

– MRV is listed under ”Novo Mercado” – the highest corporate level

– The only homebuilder included in B3 Sustainability Index (ISE)

– Board of directors: 4 out 7 members are independent

Investment Rationale 



MRV
Fundamentals

1. Access to structural growth

• Key player in homebuiding market 
with national footprint presence. By 
2030 ca. 13mn of houses should be 
provided by sector to meet growing 
demand from young population

2. Long term competitive position 
and strong management 
• Unassailable 61% market share (in 

sales and 67% in new launches)
• Access to governmental housing 

programs

3. Strong FCF or highly profitable 
investments 

• FCF yield of above 9% supported by 
good operating performance and low 
working capital needs

4. 1-3 areas where we differ to 
consensus

5. Reasonable valuation or 
significant upside

6. High East Capital ESG Score 

Six criteria analysis for MRV

• ESG score of 81.1, supported by solid 
governance and high environmental standards

• Exposure to several SDGs (1,6,11)

• EV/EBITDA of 5.9x looks very cheap 
comparing to EM peers, especially given 
size of Brazilian market and dividends’ 
profile 

• Economic cycle should boost sales above 
expectations
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1. Strong growth potential driven by the take-off of EV/ESS
industry

– We expect SDI’s EV battery capacity to grow from 15GWh in 2018 to 30GWh by 

2020 and >100GWh by 2025, as global EV battery demand jumps 8x from 93GWh 

in 2018 to c.800 GWh in 2025

– We forecast 40%/70% CAGR growth for large battery revenue/OP for 2018-2022. 

ROE should recover from 6% in 2018 to 9% in 2020 

2. Stable growth from the cash cow small battery and EM 
businesses

– We see current double-digit operating margins as sustainable for the small battery 

business supported by non-IT application growing at >20%

– Rising OLED penetration drives stable growth for the electronic materials business 

for the medium term and equity method gains from 15% stake in Samsung Display
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Samsung SDI
Overview

2019 2020

EV/EBITDA 10.6 8.7

EBITDA growth 30% 23%

P/E 15.9 12.8

EPS growth 44% 23%

SDI is a global leader in lithium battery technology well positioned 
for strong multi-year growth in an oligopoly EV battery market. 
Profitability is on a sustainable upward trajectory driven by 
market consolidation and improving economies of scale.

Strong multi-year 
growth profile 
with attractive 
valuation versus 
peers

Investment Rationale 



Samsung SDI
Fundamentals

1. Access to structural growth

• Significant exposure to EV market 
(10% market share) and other new 
technologies such as OLED

2. Long term competitive position 
and strong management 
• 4th largest global EV battery player 

with 10% market share
• Market share to rise to c.15-20% by 

2025 thanks to high entry barrier and 
market consolidation

3. Strong FCF or highly profitable 
investments 

• 6 year payback period for EV 
battery investments

• RoIC maximized by employing easily 
upgradeable production lines

4. 1-3 areas where we differ to 
consensus

5. Reasonable valuation or 
significant upside

6. High East Capital ESG Score 

Six criteria analysis for Samsung SDI 

• ESG score of 82.4, although the business 
is prone to environmental (cobalt 
mining) and social (product safety) risks, 
comprehensive systems are put in place

• Exposure to several SDGs (7,9,11,12,13)

• At 16x 2019 P/E and 44% EPS growth, 
SDI is trading at significant discount 
vs. peers (44x for CATL and 18x for LG 
Chem)

• EC expects 5% OP margin for large 
battery by 2020 vs. consensus of 3%

• EC expects 40% CAGR growth for large 
battery revenue for next 5 years vs. 
consensus of 25%
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Yandex
Overview

2019 2020

EV/EBITDA 9.7 6.8

EBITDA 
growth

46.6% 34.0%

P/E 17.8 12.9

EPS growth 48.6% 61.7%

Yandex continues to outperform market expectations through strong 
core earnings and new ventures. Yandex.taxi is now one of the first 
companies globally to reach profitability in its ride-hailing business 

Yandex core
business ex taxi 
valued at 5.7-7.3x 
EV/EBITDA ’19e

1. Core search business very strong

– Search revenue accelerating following improved market share on mobile. Search 

and portal grew 24% in 2018, with 45% EBITDA margin (+2 pps yoy)

– Yandex search engine surpassed Google on Android devices in mobile market share 

reaching 51% (gaining 14 pps in 2 years)

2. Yandex.taxi

– Core ride-hailing business in Russia/CIS reached profitability in 2H18

– Growth continues to be very strong – in 2018 taxi revenues +293% YoY

– Valuation of Yandex.taxi range of 5.0-8.4bn usd

– Uber and Lyft IPO’s in 2019 will pave the way for Yandex.taxi listing 

3. New ventures continuing to gain traction

– Yandex.cloud, Yandex.drive, Yandex.speaker, smartphone and voice assistant Alica

among most interesting examples. Co is creating a full ecosystem for its users

Investment Rationale 



Yandex
Fundamentals

1. Access to structural growth

• One of key players benefitting from 
the digitalization of the economy –
search, taxi, transportation, cloud, 
food delivery etc

2. Long term competitive position 
and strong management 
• Unassailable 57% market share in 

search
• Largest tech company in Russia 

gives scale and attracts best talent

3. Strong FCF or highly profitable 
investments 

• Investment into taxi has yielded ca 8-
10x money in 3 years

4. 1-3 areas where we differ to 
consensus

5. Reasonable valuation or 
significant upside

6. High East Capital ESG Score 

Six criteria analysis for Yandex 

• ESG score of 74.4, key weakness being 
the risk of change in shareholders

• Exposure to several SDGs (1,4,11)

• At 5.7x-7.3x EV/EBITDA’19 ex-taxi 
and 46% EBITDA growth 19e the 
company is at one of its all time cheapest 
valuations

• EC is 7.8% above consensus on 
EBITDA ‘19 

• Yandex.Cloud could add additional 5-
10% to EBITDA midterm
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Performance and portfolio 
characteristics
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Strategy performance

Source: Morningstar Direct. *Launch of East Capital Global Emerging Markets Sustainable

Performance since inception* (2019-01-09 to 2019-05-24)
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Sustainable Development 
Goals

Sources: East Capital, March 29th 2019

Separate SDG module in our scorecard addresses 12 SDGS 
0% 10% 20% 30% 40% 50% 60%

0 5 10 15 20 25 30 35 40

(15) Life on Land

(14) Life below water

(6) Clean Water and Sanitation

(4) Quality Education

(2) Zero hunger

(1) No proverty

(13) Climate Action

(12) Responsible Consumption and Production

(7) Affordable and Clean Energy

 (3) Good Health and Well-being

(11) Sustainable Cities and Communities

(9) Industry, Innovation, and Infrastructure

Number of companies addressing goal % of revenue of portfolio attributable to goal



0,5%

3,2%

1,4%

5,2%

5,3%

12,8%

17,5%

18,7%

24,9%

2,1%

3,3%

1,7%

1,5%

Energy

Materials

Utilities

Health Care

Industrials

Cons. Staples

Real Estate

Com. Services

Cons. Disc.

It

Financials
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Sector breakdown

Sources: East Capital, May 30th 2019

Absolute sector weights Relative sector weights vs. index

Renewable energy & 
clean technologies

-8,2%

-7,1%

-1,5%

-0,7%

-0,6%

-0,5%

0,5%

1,1%

2,3%

6,1%

6,6%

Energy

Materials

Cons. Staples

Industrials

Financials

Utilities

Health Care

Com. Services

Real Estate

Cons. Disc.

It



0,3%

0,4%

0,7%

0,7%

1,2%

2,1%

2,3%

2,4%

2,9%

3,3%

Poland

Turkey

Saudi Arabia

Brazil

India

Hong Kong

Cash

South Africa

China A

Russia
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Country breakdown

Sources: East Capital, May 30th 2019

Absolute weights Overweights vs. index Underweights vs. index

1,4%

1,4%

1,6%

1,9%

2,1%

2,3%

2,3%

4,5%

7,3%

8,1%

8,3%

10,1%

10,7%

11,7%

24,5%

Poland

Mexico

Indonesia

Thailand

Saudi Arabia

Hong Kong

Cash

China A

Russia

South Africa

Brazil

Taiwan

India

South Korea

China

-4,9%

-2,2%

-1,3%

-1,0%

-1,0%

-0,9%

-0,8%

-0,5%

-0,4%

-0,4%

China

Malaysia

Mexico

Qatar

Thailand

Chile

Taiwan

Indonesia

South Korea

Colombia



1,6%

1,6%

1,7%

1,7%

1,8%

1,9%

2,0%

2,1%

2,1%

2,1%

2,2%

2,3%

2,6%

3,1%

3,3%

4,2%

4,7%

4,8%

5,4%

5,7%

Mitra Adiperkasa Tbk Pt

Rumo Sa

Merida Industry Co Ltd

Mrv Engenharia

Infosys Ltd

Axis Bank Ltd

Sberbank-Preference

Mediatek Inc

China Construction Bank-H

Yandex Nv-A

Banco Do Brasil Sa-Spon Adr

Samsung Sdi Co Ltd

Icici Bank Ltd

Ping An Insurance Group Co-H

Naspers Ltd-N Shs

China Merchants Bank-H

Taiwan Semiconductor Manufac

Tencent Holdings Ltd

Alibaba Group Holding-Sp Adr

Samsung Electronics-Pref
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Top 20 holdings

Sources: East Capital, May 30th 2019

Top 20 Holdings Top 20 holdings vs index

Off-index 
exposure

1,4%

1,4%

1,4%

1,4%

1,5%

1,5%

1,5%

1,5%

1,6%

1,7%

1,7%

1,8%

1,9%

2,0%

2,0%

2,1%

2,1%

2,2%

2,3%

3,8%

Midea Group Co Ltd-A

Wirtualna Polska Holding Sa

Pla Administradora Industria

Naspers Ltd-N Shs

Daqo New Energy Corp-Adr

Axis Bank Ltd

Apollo Hospitals Enterprise

Rumo Sa

Mitra Adiperkasa Tbk Pt

Merida Industry Co Ltd

Mrv Engenharia

Mediatek Inc

Ping An Insurance Group Co-H

Samsung Electronics-Pref

Sberbank-Preference

Samsung Sdi Co Ltd

Yandex Nv-A

Banco Do Brasil Sa-Spon Adr

Icici Bank Ltd

China Merchants Bank-H



44

Risk report extract

Concentrated 
portfolio

Tracking error at 
4% and active 
share at 72%

High quality, 
GARP exposure

Sources: UBS PAS, East Capital, portfolio as of 30 May 2019. PAS data at end of April 2019

Portfolio MSCI EM Index Difference

R
is

k

Total Risk 17,2 15,9 1,3

Tracking Error 4,0

Beta 1,06 1,00 0,06

Number Of Stocks 61 1 180

Active Share 72,1

V
al

u
e

P/E 13,9 12,3 1,6

Yield 2,6 3,1 -0,4

Price / Book 2,2 1,6 0,6

EV/EBIT 12,4 11,1 1,3

EV/EBITDA 8,4 6,9 1,6

EV/Sales 1,9 1,2 0,7

G
ro

w
th

Historic Earnings Growth 6,9 3,6 3,3

Forecast Earnings Growth 10,6 6,9 3,6

Forecast Dividend Growth 14,6 7,4 7,2

PE Growth 1,3 1,8 -0,5

Q
u

al
it

y Return On Equity 15,7 12,7 3,0

Dividend Cover 2,8 2,7 0,1

Debt / Equity Ratio 16 29 -14

Si
ze Average Market Cap 117909 97632 20277

Median Market Cap 7959 6269 1690



Fund investment terms



Name East Capital Global Emerging Markets Sustainable

Investment focus Emerging Market equities

Benchmark MSCI Emerging Markets Index

Type UCITS

Management company East Capital Asset Management SA

Domicile Luxembourg

Strategy inception date 2 December 2016

UCITS fund inception date 9 January 2019

NAV valuation Daily

Management fee 1.50% (Class A & B); 0.75 % (Class P)

Performance fee 15% (Class P only)

Ongoing charge* 2.00% (Class A); 1.11% (Class P)

Minimum investment N/A (Class A & B); 500 000 EUR/USD (Class P)

Reporting Monthly factsheet and quarterly manager commentary; attribution, tailor-
made reports and conference calls upon request
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Terms

*Note: Estimated Ongoing charge



Important information

Every effort has been made to ensure the accuracy of the information in this document but it may be 
based on unaudited or unverified figures or sources. The information in this document should not be 
used as the sole basis for an investment.
East Capital’s services and investment products may not be available to all people in all jurisdictions. 
East Capital’s services and investment products may not be offered, sold or distributed in any country 
unless such offer, sale or distribution is made in accordance with local registrations or  any applicable 
exemptions from any registration requirements provided by the local laws and regulations.
Information about our services, investment products, prospectuses, financial reports, distributors and 
where the funds are registered for sale can be obtained at East Capital (www.eastcapital.com).
Investment in funds always involves some kind of risk. Past performance is no guarantee for future 
performance. Fund units may go up or down in value and may be affected by changes in exchange 
rates. Investors may not get back the amount invested. As East Capital invests in foreign markets, 
currency fluctuations can affect the funds’ values. The presentation is only informative and is not 
considered to be providing any financial advice.
This communication has been distributed by East Capital (Dubai) Limited, regulated by the Dubai 
Financial Services Authority. The information contained in this communication is intended for 
Professional Clients only, and no other persons should act upon it.


