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Disclaimer
Pinnacle Fund Services Limited (ABN 29 082 494 362, AFSL 238371) is the product issuer of the Antipodes Global Fund – Long (ARSN 118 075
764); Antipodes Global Fund (ARSN 087 719 515); Antipodes Asia Fund (ARSN 096 451 393) ); and Antipodes Global Shares (Quoted Managed
Fund) (ARSN 625 560 269), collectively “the Funds”. The Product Disclosure Statement (“PDS”) and Target Market Determination (‘TMD’) of the
Funds are available via the links below. Any potential investor should consider the relevant PDS and TMD before deciding whether to acquire, or
continue to hold units in, a fund. The issuer is not licensed to provide financial product advice. Please consult your financial adviser before making
a decision. Past performance is not a reliable indicator of future performance.
Link to the PDS: IOF0045AU, WHT0057AU, IOF0203AU, WHT3997AU
Link to the TMD: IOF0045AU, WHT0057AU, IOF0203AU, WHT3997AU
For historic TMD’s please contact Pinnacle Client Service phone 1300 010 311 or email service@pinnacleinvestment.com
Antipodes Partners Limited (‘Antipodes Partners’, ‘Antipodes’, ‘we’, ‘our’) ABN 29 602 042 035, AFSL 481580 is the investment manager of the
Funds. Whilst Antipodes Partners believes the information contained in this communication is based on reliable information, no warranty is given
as to its accuracy and persons relying on this information do so at their own risk. Subject to any liability which cannot be excluded under the
relevant laws, Antipodes Partners disclaim all liability to any person relying on the information contained in this communication in respect of any
loss or damage (including consequential loss or damage), however caused, which may be suffered or arise directly or indirectly in respect of such
information. Any opinions and forecasts reflect the judgment and assumptions of Antipodes Partners and its representatives on the basis of
information at the date of publication and may later change without notice. This communication is for general information only and was prepared
for multiple distribution. The information is not intended as a securities recommendation or statement of opinion intended to influence a person or
persons in making a decision in relation to investment. The information in this communication has been prepared without taking account of any
person’s objectives, financial situation or needs. Unauthorised use, copying, distribution, replication, posting, transmitting, publication, display, or
reproduction in whole or in part of the information contained in this communication is prohibited without obtaining prior written permission from
Antipodes Partners Limited.
Unless otherwise specified, all amounts are in Australian Dollars (AUD). Options exposure represents the market downside. For put options
(typically used to limit potential downside) delta-adjusted exposure is used and for call options (typically used to capture potential upside) exposure
is calculated using the current option value.
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Market commentary
Q3 2022 saw central banks face ongoing challenges from the impact of inflation, geopolitical tensions, and
government fiscal policy. Global equities were down during the quarter (-6.8% in USD, -0.3% in AUD,) as central
banks continued to tighten aggressively. This was accompanied by an even more hawkish message that flighting
inflation would take precedent over economic growth concerns.
was impacted by rising tensions with the US following the
visit of US politician Nancy Pelosi to Taiwan. Japanese
equities were lower during the quarter (-10.4% in USD) as
the Bank of Japan maintained divergent loose monetary
policy, with the Yen devaluing to a level which saw the
Ministry of Finance order the BOJ to intervene to support and
purchase the currency.

Over the quarter Energy, Consumer Discretionary and
Financials outperformed, whilst Communication Services,
Utilities and Materials underperformed.
US equities outperformed (-4.8% in USD) over the quarter as
equities and bonds rallied in July and August, on the hope of
a monetary policy pivot from the Federal Reserve. However,
following strong US CPI data and a clear hawkish message
from Chair Powell at Jackson Hole the market reversed
gains and went lower in the latter part of August and into
September, pushed by continued economic growth fears.
The focus on reducing inflation was assisted by falling oil
prices following the release of US strategic petroleum
reserves and food inflation receding. However, overall
inflation remained elevated and well above the Fed target
with the tight labour market adding to inflationary pressures
and showing little sign of cooling.

European equities underperformed during the quarter (-8.7%
in USD), with continued headlines on the risks around, and
amount of, Russian natural gas flow into the continent.
However, energy price caps, fiscal support and high natural
gas stockpiles heading into the European winter provided
some relief. The new UK Government's fiscal policy implied
budgetary deficit caused a seismic crash in UK debt, with the
Pound Sterling weakening severely. This required the Bank
of England to step in with short term QE to stabilise the
situation shortly after increasing rates. While in Italy, the
election outcome saw the right-wing coalition emerge
victorious, with Giorgia Meloni set to become the next prime
minister of Italy.

Overall, Asian equities underperformed during the quarter
(-11.7% in USD), led by Chinese equities (-12.3% in USD).
Despite statements of intent and incremental policy support
from the Chinese central bank and Government, the market
remained underwhelmed. The country’s property sector and
COVID-Zero policy continued to stifle economic activity,
although economic data showed improvement towards the
end of the quarter. Sentiment for foreign investment in China

Elsewhere, Brent Crude (-23.4% in USD) was weak, Gold
(-8.1%) was down, whilst the US Dollar (+7.1%) was strong
following the Fed’s monetary policy tightening and a flight to
safety.

Figure 1: Region-sector valuation heat-map1 - Composite multiple vs world – Z-score (Sept 1997 – Sept 2022)
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1 The Antipodes region-sector valuation heat-map provides a more granular illustration of valuation clustering across sectors and regions. Cell colouring indicates the
degree to which a sector’s composite multiple relative to the world is above or below its 25-year relative trend (expressed as a Z-Score, the number of standard
deviations from the mean). The warmer the colour, the greater the relative composite multiple versus history; vice versa for the cooler blues, with extremes highlighted
by the boldest of colours. Composite of forward PE, EV/Sales, EV/Operating Capital Employed (including goodwill) and cyclically adjusted PE and EV/EBIT for
industrials, with EV based measures replaced with PB and cyclically adjusted P/Pre-provision profits for financials.

3

Antipodes | Quarterly Report | 30 September 2022

Performance analysis
Summary
Performance2 as at 30 Sept 2022
3 months

1 year

3 years p.a.

5 years p.a.

Inception3 p.a.

Antipodes Global Fund – Long

(3.4%)

(11.0%)

3.7%

5.4%

8.0%

MSCI AC World Net Index

(0.3%)

(10.9%)

5.4%

8.7%

8.3%

Difference

(3.0%)

(0.2%)

(1.7%)

(3.2%)

(0.4%)

Antipodes Global Fund

(4.4%)

(8.7%)

2.7%

4.0%

6.9%

MSCI AC World Net Index

(0.3%)

(10.9%)

5.4%

8.7%

8.3%

Difference

(4.1%)

2.2%

(2.7%)

(4.7%)

(1.4%)

Antipodes Asia Fund

(11.0%)

(26.8%)

(3.5%)

0.6%

3.6%

MSCI AC Asia x Japan Net Index

(7.8%)

(20.0%)

0.3%

2.8%

4.1%

Difference

(3.2%)

(6.9%)

(3.7%)

(2.2%)

(0.5%)

Antipodes Global Shares
(Quoted Managed Fund)

(3.9%)

(12.0%)

3.4%

-

4.3%

MSCI AC World Net Index

(0.3%)

(10.9%)

5.4%

-

8.1%

Difference

(3.6%)

(1.1%)

(2.0%)

-

(3.8%)

Performance & risk summary4 as at 30 Sept 2022
Antipodes
Global Fund –
Long

Antipodes
Global Fund

Antipodes
Asia Fund

Antipodes
Global Shares
(Quoted
Managed Fund)

Average Net Exposure

89.2%

65.1%

76.5%

90.0%

Upside Capture Ratio

90

68

84

71

Downside Capture Ratio

75

47

70

80

Portfolio Standard Deviation

10.8%

8.9%

11.9%

11.3%

Benchmark Standard Deviation

10.9%

10.9%

11.4%

11.7%

0.78

0.81

0.34

0.29

Sharpe Ratio

2 All returns are net of fees and in AUD terms since inception. Calculations are based on exit price with distributions reinvested, after ongoing fees and expenses but
excluding taxation. Past performance is not a reliable indicator of future performance.
3 Inception date is 1 July 2015 for Antipodes Global Fund – Long, Antipodes Global Fund and Antipodes Asia Fund. Inception date is 5 November 2018 for the
Antipodes Global Shares (Quoted Managed Fund).
4 Metrics are based on gross of fee returns in AUD terms since inception for Antipodes Global Fund – Long, Antipodes Global Fund and Antipodes Asia Fund. Metrics
are based on net of fee returns in AUD terms since inception for the Antipodes Global Shares (Quoted Managed Fund). The upside/downside capture ratio is the
percentage of benchmark performance captured by the fund during months that the benchmark is up/down. Standard deviation is a measure of risk with a smaller
figure indicating lower return volatility. The Sharpe ratio measures returns on a risk adjusted basis with a figure > 1 indicating a higher return than the benchmark for
the respective levels of return volatility.
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Global strategies
Note: The term “cluster” or “exposure” is used herein to

Key detractors to performance over the quarter included:

reference a collection of positions which exhibit similarities in

• Consumer Cyclical – Asia/EM cluster, notably Chinese

their risk profile.
Key contributors to performance over the Quarter included:

• Infrastructure/Property – DM cluster, namely Électricité

property exposures including property management
company Country Garden Services Holdings and
developer Longfor Group. Sentiment turned negative
early in the quarter amid concerns around home buyers

de France (EDF) which surged in July upon news that the

threatening to cease servicing mortgages on certain

French government intends to nationalise the energy

unfinished projects, and lockdown stress.

company by acquiring the remainder of EDF shares in an
effort to keep a handle on rising energy costs and reduce
its reliance on energy imports.

• Internet/Software – DM cluster which included Meta
Platforms and Compass Inc. Meta Platforms announced
hiring freezes and further potential restructures citing the

• Consumer Cyclical – DM cluster including Flutter

uncertain macroeconomic backdrop and the anticipation

Entertainment which reported strong 1H22 results, driven

of subsequent trimming of advertising spending on key

by both the US and ex-US businesses (notably

platforms. US real estate platform Compass Inc. missed

Australia), with results showing no discernible signs of a

revenue growth estimates in its second-quarter earnings

consumer slow down. Also within the cluster, UniCredit

report and issued weaker guidance for the remainder of

contributed after the company’s chief executive noted the

the calendar year amid the current macroeconomic

Italian bank will significantly improve the company’s

environment.

guidance for the current year, outlining ample provisions
to absorb new impaired loans and the ability to offset any
impacts from rising rates.

• Internet/Software – Asia/EM cluster including Alibaba,
whereby in early July fines were imposed on technology
companies for failing to properly report past deals, with

• Oil/Natural Gas cluster, including EQT Corp which

five transactions carried out by Alibaba highlighted by the

surged higher over the quarter highlighting the renewed

regulator. This further impacted sentiment, amid

demand for natural gas driven by Europe filling reserves

concerns this could signal renewed regulatory scrutiny for

ahead of winter.

the company. Within the cluster, JD.com also detracted
with slower consumption recovery in China leading the

• Materials cluster, namely Teck Resources which in
August announced record earnings for the fourth

company to issue lower than expected third quarter
guidance.

consecutive quarter as the diversified miner continues to
benefit from heightened resources demand across its

• Hardware cluster, which was impacted by weaker

commodity portfolio, including metallurgical coal, copper,

demand with Seagate Technology downgrading earnings

gold and silver.

expectations in August amid weaker economic trends in
certain Asian regions, supply chain disruptions and

• Tail risk cluster (short) amid the broad-based selloff over
the quarter.

cautious buying behaviour. Similarly, reports detailed that
four major TSMC customers scaled back order volumes
with the order cut forcing TSMC to shut down four
extreme ultraviolet lithography machines, which roll out
high-end chips.
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Antipodes Global Fund
Top 5 contributors & detractors
Top 5 contributors

Top 5 detractors

Electricite de France

0.7%

Country Garden Services

(0.8%)

EQT Corp

0.6%

Sanofi

(0.6%)

Flutter Entertainment

0.5%

Tesco

(0.5%)

Bank Mandiri Persero Tbk PT

0.3%

Alibaba

(0.5%)

Interactive Brokers Group Inc

0.3%

Ping An Insurance

(0.4%)

Antipodes Global Fund – Long
Top 5 contributors & detractors
Top 5 contributors

6

Top 5 detractors

Electricite de France

0.7%

Country Garden Services Holdings Co Ltd

(0.8%)

EQT Corp

0.5%

Sanofi

(0.6%)

Flutter Entertainment

0.4%

Tesco

(0.5%)

Interactive Brokers Group Inc

0.3%

Ping An Insurance

(0.4%)

Bank Mandiri Persero Tbk PT

0.3%

Longfor Group Holdings Ltd

(0.4%)

Antipodes | Quarterly Report | 30 September 2022

Asia strategy
In addition to the relevant positions discussed above, key
contributors over the Quarter included:

•

• Infrastructure/Property – Asia/EM cluster, with Chinese

Internet/Software – Asia/EM cluster, notably Meituan

data centre company GDS Holdings reporting first

and Baidu (in addition to contributors noted above). Amid

quarter results largely in-line with expectations. Despite

broader positive sentiment for Chinese technology

reporting negative lockdown impacts on move-in rates,

stocks, Meituan delivered an operating profit beat and

the company highlighted an uptick in key operating

quarterly results in line with market expectation. Similarly,

metrics and overseas expansion plans via an acquisition

Chinese search platform Baidu's first quarter result

in Malaysia.

exceeded expectation as demand for the company’s
cloud and artificial intelligence products remained strong.
In addition to the relevant positions discussed above, key
detractors over the Quarter included:

•

Consumer Cyclical – Asia/EM cluster which benefitted
from progressive reopening across China. Chinese

• Hardware cluster, notably Samsung Electronics (in

property management company, Country Garden

addition to hardware detractors noted above) was

Services Holdings was aided by supportive property

impacted by a downturn in the semiconductor market and

sector policy and a narrowing in the decline of property

concerns over a drop in consumer demand for

sales. Similarly, appliance manufacturer Midea Group

smartphones, PCs, electronic devices, and a slowdown

benefitted from reopening led consumption uplifts.

in business-to-business demand.

• Consumer Defensive – Asia/EM cluster, notably

• Industrials cluster, with Larsen & Toubro Ltd selling-off

Wuliangye which benefitted from the easing of Chinese

after a period of strong performance amid inflationary and

lockdowns and a subsequent broader uplift in domestic

economic growth concerns in India.

consumption, with scheduled events and functions able
to selectively recommence.

Top 5 contributors & detractors
Top 5 contributors

7

Top 5 detractors

Bank Mandiri Persero Tbk PT

0.9%

Country Garden Services Holdings Co Ltd

(2.0%)

Pagseguro Digital

0.9%

JD.com

(0.8%)

ICICI Bank

0.7%

Longfor Group Holdings Ltd

(0.7%)

Astra International Tbk PT

0.3%

Alibaba

(0.7%)

WNS (Holdings) Ltd.

0.2%

Ping An Insurance

(0.7%)
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Portfolio positioning
Global strategies
Asia/EM cluster via re-initiating a position in Wuliangye,
Key changes over the Quarter included:

which generates 70% of revenue from the on-premise
channel. Wuliangye is a quality business valued at 21x

•

forward earnings, a 20% discount relative to the average

We increased exposure to the Consumer Cyclical – DM

valuation over the last five years, where earnings can

cluster, via increasing exposure to Wells Fargo and

grow 15 – 20% p.a.

Capital One Financial. The market is pricing an overly
pessimistic scenario around credit risk in the US given
corporate and household balance sheets look intact, and

•

We continued to rotate exposure in our Oil/Natural Gas

unemployment is low. In addition, the US is further

cluster via adding to TotalEnergies which generates

through the tightening cycle and US banks generally gain

around half of its upstream profits from natural gas

some benefit from rising yields

(mostly LNG) and will be a beneficiary of higher
European gas prices. This was funded via exiting Coterra

•

Energy as US gas remains captive for now, and we will

Within the Consumer Defensive – DM cluster, we

look for more attractive re-entry points as US gas

increased exposure by initiating positions in Diageo and

producers play a critical role in energy transition.

Heineken. Diageo is a quality defensive business that
enjoys high pricing power and faces lower inflationary
pressures than other parts of the defensive market. The

•

We reduced exposure within the Infrastructure/Property

company also possess a portfolio of leading brands in

– DM cluster as uncertainty emerged over the offer to

categories that are taking market share. Heineken, which

nationalise EDF at €12/share due to political risk, we

is growing faster than peers due to its exposure to the

exited the stock given limited upside to the offer price but

premium segment, presents attractive exposure to

meaningful downside if this risk played out. We also

emerging markets and the ability to pass through

reduced exposure to RWE amid near-term uncertainty

inflation, coupled with a cost savings programme to

around the treatment of fuel hedges RWE carries under

support future earnings growth.

the European Commission’s proposed energy policy
which could see RWE’s profits materially impacted.

•

We added further defensiveness within the Healthcare
cluster, by reinitiating a position in Gilead Sciences.

•

We reduced exposure within the Internet/Software -

Gilead has managed to push out the company’s patent

Emerging Markets cluster, whereby we exited Tencent

cliff to the early 2030s which will ensure the durability of

(outperformed peers) and trimmed JD.com and Baidu.

the HIV business, while it continues to work on new
treatments. At 10x earnings with 10% FCF yield and 5%
dividend yield, the market is currently pricing limited

exposure on the expectation of credit stress given higher

company has acquired or partnered several assets with

yields and economic uncertainty.

As mobility continues to improve in China, we increased
our exposure to reopening in the Consumer Defensive –

8

Finally, on tail risk hedging we increased our short

success from Gilead’s oncology pipeline, where the
clinical trials at various stages ongoing.

•

•
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Antipodes Global Fund
Cluster exposure & changes5
Sector/cluster

Long

Short

Net

Benchmark

3 month
net change

12 month
net change

Global

36.2%

(8.0%)

28.3%

34.8%

1.4%

(4.8%)

Industrials/Materials

14.4%

(4.9%)

9.5%

13.5%

0.9%

(0.6%)

Oil/Natural gas

7.8%

(0.4%)

7.4%

4.2%

1.9%

0.3%

Flowserve, Total SA, EQT

Hardware

4.6%

(0.9%)

3.7%

6.6%

(3.0%)

(3.7%)

TSMC, Seagate, MediaTek

Healthcare

9.4%

(1.7%)

7.7%

10.5%

1.6%

(0.9%)

Merck, Sanofi, Gilead

NA/Europe Domestic

40.5%

(7.0%)

33.4%

52.7%

1.3%

0.9%

Software/Internet

14.1%

(3.0%)

11.1%

17.1%

(1.6%)

0.5%

SAP, Microsoft

Consumer defensive

8.9%

(1.1%)

7.8%

8.4%

2.1%

1.2%

Diageo, Richemont

Consumer cyclical

10.3%

(1.7%)

8.5%

19.9%

2.6%

(0.4%)

UniCredit, Wells Fargo

Telco/Infrastructure

7.2%

(1.2%)

5.9%

7.3%

(1.8%)

(0.3%)

Frontier Communications

Asia/EM Domestic

16.0%

(1.7%)

14.3%

12.1%

(3.2%)

(0.7%)

Software/Internet

3.6%

-

3.6%

2.1%

(3.2%)

(3.2%)

JD.com, Alibaba Group

Consumer defensive

1.1%

-

1.1%

1.1%

1.1%

(0.2%)

Wuliangye

Consumer cyclical

11.4%

(1.0%)

10.3%

6.7%

(0.8%)

3.1%

Telco/Infrastructure

-

(0.7%)

(0.7%)

2.2%

(0.3%)

(0.4%)

Tail risk hedge
(equity)

3.5%

(7.7%)

(4.2%)

0.4%

(1.5%)

0.5%

Total equity

96.2%

(24.4%)

71.7%

100.0%

(2.0%)

(4.0%)

-

(8.8%)

(8.8%)

-

(1.9%)

0.5%

Tail risk hedge (other)

Long examples

Siemens, Northrop
Grumman

Ping An Insurance, Yum
China

Newcrest, Barrick Gold

Credit Default Swaps

Currency exposure
55%
45%
35%
25%
15%
5%
-5%

Global - Long Equity

Global - Total Currency

5 Options exposure represents the market downside. For put options (typically used to limit potential downside) delta-adjusted exposure is used and for call options
(typically used to capture potential upside) exposure is calculated using the current option value.
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Antipodes Global Fund – Long
Cluster exposure & changes5
Sector/cluster

Long

Benchmark

3 month
net change

12 month
net change

Global
Industrials/Materials

34.7%
13.9%

34.8%
13.5%

2.2%
0.9%

(3.9%)
(1.6%)

Oil/Natural gas

7.2%

4.2%

1.8%

0.3%

Flowserve, Total SA, EQT

Hardware

4.5%

6.6%

(2.5%)

(3.4%)

TSMC, Seagate, MediaTek

Healthcare

9.2%

10.5%

2.1%

0.8%

NA/Europe Domestic
Software/Internet

39.5%
13.4%

52.7%
17.1%

2.5%
(0.3%)

0.1%
(0.2%)

Consumer defensive

8.8%

8.4%

2.0%

1.5%

Consumer cyclical

10.1%

19.9%

2.5%

(0.7%)

UniCredit, Wells Fargo

Telco/Infrastructure

7.3%
13.0%
3.4%

7.3%
12.1%
2.1%

(1.7%)
(4.2%)
(2.4%)

(0.5%)
(0.3%)
(2.6%)

Frontier Communications

Asia/EM Domestic
Software/Internet

-

1.1%

-

-

Consumer cyclical

9.5%

6.7%

(1.8%)

2.3%

Telco/Infrastructure

3.5%
90.6%
-

2.2%
0.4%
100.0%
-

0.2%
0.7%
-

2.5%
(1.6%)

Consumer defensive

Tail risk hedge (equity)
Total equity
Tail risk hedge (other)

Examples

Northrop Grumman, Siemens

Merck, Sanofi, Gilead
SAP, Microsoft
Diageo, Richemont

JD.com, Alibaba Group

Ping An Insurance, Yum China
Newcrest, Barrick Gold

Currency exposure
55%
45%
35%
25%
15%
5%
-5%

Global Long - Long Equity
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Global Long - Total Currency

Asia strategy
Key changes over the Quarter included:
•

Within the Oil & Natural Gas cluster, we increased

This was funded by exiting data centre provider GDS

exposure via initiating exposure to Petro Rio SA and

Holdings, upon weaker conviction on management

Petroleo Brasileiro SA. Against an increasingly positive

acquisitions and impacts felt from the downturn in

macroeconomic environment in Brazil, both companies

Chinese cloud-based demand.

present notable upside opportunities at current valuations
and should benefit from rising energy demand. Similarly,
we added to Reliance Industries, a prominent Indian

•

Reduced exposure to the Consumer Cyclical – Asia/EM

conglomerate with a leading refining business benefitting

cluster in line with slower Chinese domestic consumption

from strong energy prices. Within the cluster, we exited

patterns. This was done by trimming Trip.com and Ping

Oil & Natural Gas Corp where upside potential is limited

An Insurance and exiting advertising company Focus

relative to comparable peers.

Media. Within the cluster, we increased our exposure to
Bank Mandiri in line with a positive macroeconomic
outlook on Indonesia due to strengthening commodities

•

Within the Industrials cluster, we increased our

and the country’s management of inflation with measured

exposure to Indonesia via Astra International, a leading

interest rate increases.

conglomerate which dominates automotive and heavy
equipment sales and service via Toyota (cars) and
Honda (scooters), and Komatsu franchises respectively.

•

Within the Internet/Software – Asia/EM cluster, we

Astra International will be a beneficiary of structural

reduced exposure by trimming Meituan in line with slower

reform in Indonesia which can lift GDP/capita and

Chinese domestic consumption impacting expected

therefore consumption, as well as a beneficiary of a

earnings timeframe and exiting Kuaishou Technology,

stronger energy cycle.

which ultimately met current price targets upon continued
strong growth and user engagement. We also exited
Tencent and rotated further into MercardoLibre in line

•

Initiated exposure to Teck Resources within the

with a positive outlook towards the Brazilian economy

Materials cluster, boasting the fastest growing copper

and evidence of early-cycle central bank hikes stemming

assets amongst the majors, with production based in

inflation.

Chile. The diversified miner is well positioned to continue
to benefit from heightened resources demand across its
commodity portfolio, including copper, metallurgical coal,

•

Within the Consumer Defensive - Asia/EM cluster, we
initiated a position in Mexican beverage and retail

gold and silver.

conglomerate Fomento Economico Mexicano SAB de CV
(FEMSA). FEMSA offers stable defensive exposure to
•

Within the Consumer Cyclical – DM cluster, increased

the recovering consumption in LATAM. The company is

exposure by initiating a position in Hong Kong based

the controlling shareholder in the largest coke bottler in

Techtronic, a leading power tools business which has de-

Latin America and owns the largest convenience chain in

rated in line with the company’s exposure to US home

Mexico. This is in addition to owning a notable stake in

improvement retailers. The current depressed valuation

Heineken. FEMSA offers stable defensive exposure to

offers an attractive entry point for a quality market leader

recovering consumption in LATAM.

with an innovative product line.
•
•

Over the quarter, all short positions were closed in

Rotated exposure within Infrastructure Property –

line with effective changes to the Antipodes

Asia/EM cluster, increasing exposure to Bharti Infratel,

Emerging Markets (Managed Fund) from 1 October

with the Indian telco well positioned to gain market share.

2022. Read more
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Antipodes Asia Fund
Cluster exposure & changes5
Sector/cluster

Long

Short

Net

Benchmark

3 month
net change

12 month
net change

Global

26.6%

-

26.6%

37.0%

13.2%

5.0%

Industrials/Materials

7.2%

-

7.2%

13.6%

7.0%

(1.3%)

Oil/Natural gas

8.2%

-

8.2%

2.3%

5.1%

8.2%

Hardware
Healthcare
Asia/EM Domestic
Software/Internet
Consumer defensive

11.2%
63.9%
15.5%
5.3%

-

11.2%
63.9%
15.5%
5.3%

17.6%
3.4%
62.7%
14.3%
6.6%

1.1%
(12.2%)
(8.2%)
(0.6%)

(2.0%)
(5.5%)
(12.6%)
(7.8%)

Consumer cyclical

40.9%

-

40.9%

32.6%

(1.7%)

14.3%

Telco/Infrastructure
Tail risk hedge
(equity)
Total equity
Tail risk hedge (other)

2.2%

-

2.2%

9.2%

(1.6%)

0.6%

-

-

-

0.3%

3.9%

-

90.4%
-

-

90.4%
-

100.0%
-

4.9%
-

(0.6%)
-

Currency exposure
30%

25%

20%

15%

10%

5%

0%

Asia - Equity
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Asia - Total Currency

Long examples
Teck Resources, PT Astra
International Tbk
Reliance Industries, Petro Rio
SA
TSMC, Samsung

JD.com, KE Holdings, Alibaba
Wuliangye
PT Bank Mandiri, Midea
Group
Bharti Infratel

Feature: Indonesia
Indonesia is uniquely positioned with structural and cyclical drivers of economic growth but without the
level of inflationary pressure troubling more established economies around the world. With stock
valuations having de-rated along with global markets this presents an attractive opportunity.
In this Feature, we will be focussing on Indonesia, discussing

Yet economic growth and ease of doing business ratings

President Joko Widodo’s reform agenda, the country’s

(World Bank) are underwhelming relative to similarly

growth industries and two companies that Antipodes are

developed countries. This was a result of corruption that was

gaining exposure to Indonesia’s cyclical and structural

ingrained during the 31-year dictatorship that ended in 1998,

opportunities.

and although later governments drove improvements, a

Irrational extrapolation

general lack of infrastructure investment, a poor education
system and difficult labour laws remained.

There are many attributes that make Indonesia an attractive

Consequently, manufacturing contribution to GDP began to

destination for investment. A youthful population, measuring

decline from 2011, just as the commodities boom ended in

fourth largest in the world, that will see over 1% annual

2013. As well as the direct impact on fixed capital formation,

growth in the labour force to 2045. The land is resource rich

there was a nearly similar decline from private consumption

and geographically located along the Strait of Malacca which

as workers in mining and manufacturing were pushed into

is one of the most heavily travelled shipping channels in the

lower paying informal jobs.

world.
Figure 2: Indonesia: Nominal GDP contribution (%)

Source: Statistics Indonesia (BPS)

The seeds for structural growth

The “Omnibus law” was passed in 2020 to modernise the
informal sectors that employ over 50% of workers. The Law

Although not obvious in the numbers, the seeds for structural
growth were planted when Joko Widodo (known as “Jokowi”)
swept to power in 2014. He entered with a reform agenda
aimed at boosting Indonesia’s competitiveness, leading to

improves labour flexibility, upgrades licensing and legal
rights and reduces regulations for foreign investors in priority
industries. The outcome is an improvement in the ease of
doing business, elevating the nation’s competitiveness.

greater investment and job creation.
Additionally, the government has introduced commodity
These efforts have taken time to translate to higher growth,

downstream legislation to encourage nickel producers to

but progress is well evidenced, firstly by much higher

invest in local processing capacity to capture a greater

investment in critical infrastructure. During Jokowi’s

portion of the value chain. Based on current capacity

leadership, over 2,000 km of roads have been constructed

projections Indonesia’s share of total refined nickel supply is

(compared with 780km in the prior 40 years) as well as

expected to increase to more than 50% by 2025. Finally, the

16 airports, 18 ports and 38 new dams.

Government has released the “Making Indonesia 4.0”
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roadmap to set the stage for industrial reform to further
improve competitiveness.

Multiple ways of winning and a margin of
safety

Progress has not been lost on the broader population and

We expect growth to be sustained at a higher level as the

according to a poll (released by Indikator Politik Indonesia in

structural reforms improve competitiveness across different

September 2022) 63% of Indonesians approve of the

industries (i.e. manufacturing); a gain in growth contribution

President, leaving Jokowi one of the world’s most popular

from outside of Java (where mining and manufacturing

democratic leaders, even after eight years in power. Such

industries are more prevalent); and finally, as Indonesia’s

support reduces the risks related to him stepping down in

key commodity exposures benefit from sustainable demand

2024, as is required by law at the end of the second term.

and structural supply constraints, which will maintain a tight

We are likely to see broad support for a candidate that

market.

shares the long-term vision of the outgoing leader.
Indonesia is the third largest producer of coal which is
Outside of Indonesia, Jokowi has built a wide support base

witnessing resurgence in demand and prices as Russian gas

by effectively playing both sides of the aisle. On the one

and coal supplies are rationed. Given the lack of new

hand, China is the largest import/export destination and a

investment in global thermal coal supply, it is likely that this

major investor in the country. While Jokowi has also

will continue to meaningfully contribute to the trade balance.

developed close relations with US President Joe Biden and
as recently as May he toured the US looking to drive

As the largest producer of palm oil, Indonesia will remain a

increased investment in the country. Hosting the G20 summit

key supplier of cooking oils that are currently in short supply

in November is an opportunity to further elevate the nation’s

given the war in Ukraine. Beyond this, contribution can be

profile and attract investment.

supported over the longer-term as both Indonesia and
Malaysia have capped the plantation area growth to limit any

All of this leaves Indonesia in a unique position of political

further deforestation which will keep the market tight.

stability, and at the cusp of benefiting from structural
improvements while the commodity cycle remains positive.

Indonesia is also the home to the world’s largest nickel

The current account has returned to surplus for the first time

reserve (at 22% of the world’s total reserves), which provides

since 2011 and the terms of trade has strengthened, which is

exposure to structural growth in electric vehicles (EVs), for

particularly constructive given global inflationary pressures

which the metal is a key component to the manufacture of

and a strengthening USD. Although Indonesia’s inflation has

batteries. Battery grade nickel (99.8% nickel) is constrained

increased (to 6% in September 2022), it has been better

due to the global depletion of nickel sulphide reserves.

contained than the developed world, putting less pressure on

Although Indonesia has a greater exposure to the lower

the central bank to raise, with rates only up 75bps since the

concentration ore, it is building processing capacity to

first hike in August 2022.

convert this to battery grade. The Government has flagged
the opportunity to expand downstream as a priority
investment to create an EV manufacturing hub that will
improve growth prospects.
Importantly, there is also an attractive margin of safety
implied by the valuation of the Indonesian composite index,
with the PE having de-rated by 30% to 15x, compared to an
historical average of almost 21x since 2003. This also looks
cheap relative to India, the other major emerging market
structural growth opportunity, which has a comparable
market multiple of 22x. See Figure 3.

President of Indonesia, Joko Widodo, or “Jokowi” as he is
known, in December 2018.
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Figure 3: Indonesian Composite Index – the pathway to derating

Return CAGR %
1997-Current = 10% p.a.
Last 10 years = 6% p.a.
Since Election of Jokowi = 4.9% p.a.
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Sources: Bloomberg
Note: The PE data excludes periods of negative earnings during 2009 and COVID

Indonesian Composite Index - Chart legend
1

1997 - Start of Asian Financial Crisis, which took several years to recover from

2

1998 - Financial crisis leads to resignation of President Suharto

3

2003 - Start of EM bull market - driven by rising commodity prices, China's entry into WTO and falling US$

4

2008 - Global Financial Crisis

5

2013 - Peak in global commodity prices, which drives Indonesia exports and wealth in key regions of the country. Indonesia
consumption growth becomes sluggish over the next several years

6

2014 - Current president Jokowi elected. He pursues a reform agenda over the next decade, despite sluggish domestic growth vs.
prior decade

7

2021 - Reopening of the economy after the passing of the height of the Delta strain of COVID

Antipodes’ exposure to Indonesia’s cyclical
and structural opportunities
Antipodes’ Global and Asia/EM portfolios have exposure to
the cyclical and structural opportunities in Indonesia via
holdings in Bank Mandiri, a banking services company, and
Astra International, a mining, transportation, agriculture and
construction services company.

Bank Mandiri6
An attractive risk reward is presented in Mandiri Bank which
is directly exposed to the positive macro factors and
operates in an attractive market structure. The big four banks
account for over 50% of system assets and generate 70% of
system profits. The big four have acted rationally
compounding equity at high ROEs through the cycle with
double digit loan growth. Given the starting level of both
corporate and household debt is only 35% and 20% to GDP
respectively, which is even low relative to other emerging
countries, and opportunities around the investment cycle,
system loan growth can be safely sustained at 8-12% p.a.

6 Illustrative only and not a recommendation to buy or sell any particular security.
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Figure 4: Big 4 Banks - Loan Growth vs. System
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Market Share - Big 4 Banks % (RHS)
Sources: Company reporting, Financial Services Authority (OJK)
Bank Mandiri leads with corporate banking, owing to its

interest margin from higher rates and optimising the loan to

state-owned enterprise origins, large customer relationships

deposit ratio means the bank is on track to reaching an ROE

and low cost of funds. The bank has actively reduced its

of 20%. There is an attractive margin of safety given the

exposure to higher risk small-to-medium businesses (SMEs)

stock is trading at 1.8x P/B (compared to 2.2x when it

after the difficult NPL cycle seen across the economy in

generated such returns in the past), a 5% dividend yield, but

2015/16. This shift in business and lower risk profile will

most importantly, a structural opportunity to grow the loan

result in a structurally lower credit cost compared to pre-

book organically via relatively low risk lending.

COVID which along with branch rationalization, improved net

25%

3.0

20%

2.5
2.0

15%

1.5
10%

1.0

5%

0.5

-
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Price to Book Value

Return on Equtiy

Figure 5: Bank Mandiri - ROE % & Price to BV

Bank Mandiri - avg Price to Book Value x (RHS)

Sources: FactSet, company reports. 2024E Price to Book Value is based on current share price

Astra International7
Astra International is directly exposed to an improvement in
consumption through the auto industry which peaked during
the previous commodity boom. With 40% of transactions
7 Illustrative only and not a recommendation to buy or sell any particular security.
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coming from mining states there is potential for a return to
previous levels of auto sales, which is not in current market
expectations. Astra is the industry leader with 50% share of
4-wheelers with the Toyota brand and 75% share of 2wheelers with the Honda brand. A fully vertical business

encompassing local auto manufacturing/assembly, dealer

Tractors which spans heavy equipment sales and

distribution, parts and servicing and a captive auto financing

maintenance (parts and servicing) for the mining industry

arm. Astra is also the majority (59.5%) owner of United

through its long-standing relationship with Komatsu.

Figure 6: Indonesia – Auto sales
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Sources: Company reports, Association of Indonesian Automotive Industries (Gaikindo)
The Auto business is expected to grow earnings at circa 15%

mention the structural opportunities which can lift Indonesia’s

per annum for the next three years while we expect the

growth profile. The margin of error is concentrated in two key

contribution from United Tractors to reduce with a

factors that require close monitoring. Firstly, political

normalising coal price over two years, from current levels of

transition in 2024 and secondly, a major change in demand

$262 to $120 in 2024, which could prove highly conservative.

for Indonesia’s key commodities. Whilst current spot prices

On this basis the stock is trading on 8.8x PE in 2024,

are not reflected in the price of the companies we are

compared to a ten year average PE of 13.2x.

invested in, a serious decline in commodity prices would

These stocks will look increasingly attractive as the global
monetary tightening cycle runs its course and Indonesia’s
growth looks even more attractive on a relative basis, not to
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fundamentally weaken the economic backdrop.

Outlook

The quarter opened with an aggressive bounce in Growth equities on the market’s hope of a Fed pivot, but
this proved short-lived as the Fed’s stance continues to remain steadfastly hawkish. But it’s not just the
Fed. A record share of central banks are in a rate hiking cycle, surpassing levels last seen in the mideighties. This, combined with Europe’s energy crisis and a further souring of tensions between China and
the US saw global equities fall almost 7% in USD terms over the quarter. As the US yield curve inverts
further, the question remains whether the Fed can engineer a soft landing.
With the worst inflation in 40 years the Fed is playing catch-

In the near-term supply side issues around labour and

up, aggressively tightening to ensure higher inflation

housing will take time to resolve. At 3.5%, the US

expectations do not become embedded. Consequently, the

unemployment rate is at record lows. The wheels were set in

market has priced a median Fed Fund’s rate of 4.4% by the

motion by Trump-era immigration policies and exacerbated

end of this year from 3.5% one quarter ago, and a peak of

by COVID. Recent job openings have declined, but from an

4.5% in 1Q23.

extremely tight level. With the labour force participation rate

We expect inflation to fall from today’s extreme levels as
money supply growth is slowing and monetary tightening is
impacting demand, supply chain disruptions are easing,
China will reopen, and food and energy prices can soften.
But that’s not the point. What matters for equity market
multiples is where inflation settles, and our view remains that

yet to return to pre-COVID levels, wages continue to grow at
above trend rates. An underbuild in the US housing market
since the 2008 global financial crisis and 13-year high
mortgage rates at c. 6.7% is intensifying demand for rental
properties. Whilst the monthly pace of rent increases has
slowed, it is still up 12% on a year ago.

inflation can remain on average higher versus recent history,

Even if inflation halves over the next year to 4-5%, Figure 1

and more importantly, also much more volatile.

shows the S&P still looks expensive at a headline level
relative to historical valuations at this level of inflation.

Figure 7: Relationship between inflation and market multiples over the last 70 years

Source: Bloomberg, Data Jan 1954 – Aug 2022
Despite the increase in the cost of living, the US economy

watching. While the labour market remains tight and

remains relatively resilient for now, though this bears close

household balance sheets relatively strong, the Fed will
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continue to tighten. It’s too early to determine whether the

Figure 8: US capex as a percentage of GDP

recession, though arguably the risk of a hard landing has
risen. Indeed, that is the signal from the bond market with the
yield on the 2-year Government bond reaching a 15-year
high of c. 4.3% over the quarter versus the 10-year at closer
to 3.9%. The magnitude of the yield curve inversion – the
most common recessionary signal – exceeds the prior 1989,
2000 and 2007 lows and has only been surpassed in the
early 1980s.
Using prior inflationary regimes as a comparison, the Fed

US Capex as a % of GDP

Fed can control inflation without dragging the economy into a
7.0
6.5
6.0
5.5
5.0
4.5
4.0
3.5
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2.5

has had to tighten to positive real Fed Funds rates to
meaningfully drive inflation down. The fact that the Fed’s
credibility has been damaged by failing to recognise inflation
as non-transitory, combined with the broad-based nature of

Source: U.S. Bureau of Economic Analysis; U.S. Census

today’s inflation, increases the risk of the Fed over-

Bureau

tightening. The more pressure tightening places on economic

Notes: U.S. recessions are shaded

activity the greater the chance of a 1970s-style stop/start
approach to policy, which oscillated wildly between tightening
to control inflation and loosening to support a flagging
economy. The outcome was a decade of stagnant equity
prices and a structural derating before high inflation was
finally tamed, coming with the cost of a large recession in the
early 1980s.
Looking beyond the near-term, investors should be open to a
scenario where the base case for inflation settles at a higher
level. Deflationary forces over the last two decades are
fading just as investment cycles to address external risks
around climate and security are accelerating.

The Inflation Reduction Act is a great example of this trend
with c. $90b dedicated towards re-shoring of solar, wind and
battery production to the US. In total the Act supports
c. $370b worth of investment in Energy Security and Climate
Change, stimulating both demand via tax credits to
encourage investment, and supply with tax credits to
subsidise local production and support cost competitiveness.
In fact, there is a case for greater investment in both
traditional energy as well as renewables/decarbonisation.
Energy markets were tight before the Russia/Ukraine conflict
due to prolonged underinvestment in oil and gas to below
maintenance capex levels. This is changing. Europe’s

It’s worth remembering that US CPI of c. 2% - 2.5% p.a. over

energy crisis highlights investment in traditional fuels,

the last 20 years was largely achieved via China exporting

particularly natural gas, is still required over the coming

deflation to the developed world. Goods inflation ran close to

years even as the major economic blocs strive to meet

0% p.a versus services inflation at around 3% p.a., and

climate goals. The developed world will need to make

services accounts for 70% of the inflation basket.

incremental investment of around 2-3% of GDP p.a. over the

Not only has China’s low-cost labour arbitrage narrowed
significantly, so has its energy advantage as the world levies
a price on China’s carbon emissions. Further, globalisation is
reversing. COVID-19 exposed a weakness in global just-intime supply chains and combined with rising geopolitical
tensions is leading to far greater focus on supply chain
security. The CHIPS Act in the US, designed to increase
production of critical semiconductors in the US, is a good
example of this. A combination of re-shoring capacity and
decarbonisation investment should lead to a revival in the

next decade at least, and the Inflation Reduction Act shows
the US pushing forward to meet its goals. China will be
required to spend much more as a greater proportion of GDP
is generated by energy intensive industries powered by
cheap coal. For China to halve 2018’s emissions by 2030
requires additional investment of 8-9% of GDP p.a.
Investment in decarbonisation is ultimately inflationary as it
structurally lifts the demand profile of commodities, capital
equipment and the workforce required to build out the
physical infrastructure.

developed world capex cycle, which has been muted for the

Capex cycles around decarbonisation, infrastructure and

last 30 years as investment shifted to China (Figure 8).

security (supply chains and defence) can support input
prices and keep labour markets tight without any associated
productivity gains, which is a very different scenario to recent
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investment trends around software and the cloud. Climate,

-

infrastructure and security are also obvious outlets for fiscal

destruction as unprofitable, low value add industries shutter

stimulus as governments lean on fiscal policy to support

capacity, e.g. nitrogen, fertiliser, aluminium.

economic activity as opposed to QE. This backdrop will likely
lead to higher volatility around inflation and nominal GDP
growth.

Rising energy prices have led to incremental demand

Europe can fill the void of Russian gas but it will come at a
cost. Barring a cold winter, we estimate a 2 – 4% cost to
European GDP. Given the extent to which the weather

As noted previously the ECB has an even more challenging

remains a key yet unpredictable variable, the range of

task than the Fed given inflation in Europe is yet to peak and

outcomes is wide. On a 12 – 18 month view, Europe is

the risk around recession is higher. Aggressively raising

building additional regasification terminals to increase LNG

rates to address inflation could not only pressure a weak

imports to feed the gas between member states, as well as

economy but also the spreads of peripheral Eurozone

using alternative energy sources where possible. Beyond

countries. We expect the ECB will take a softer approach

this Germany has entered into negotiations with Qatar and

and tolerate higher inflation which raises the tail-risk of

the UAE to secure LNG on a longer-term basis to replace

expectations becoming unhinged.

Russian gas (2026 delivery), but ultimately it will see Europe

At least in the short-term, Putin always had a powerful card

accelerate its investment in decarbonisation.

to play if he felt cornered by the West. The proposal from the

Meanwhile in the UK, the new government announced not

G7, led by the US, to cap the price paid for Russian oil and

only a cap on energy bills but £45b worth of un-funded tax

Europe’s additional proposal to cut the price of Russian gas

cuts, equivalent to 2% of GDP. The initial response saw the

triggered Putin to play that card. Several months of

Pound fall to its lowest level since the mid-80s and the Gilt-

uncertainty around the fate of Nord Stream I and II import

Bund spreads approach the same level as Italy and Greece.

routes culminated in what looks like a military sabotage of

The original stimulus package has since been marginally

the pipes, leading to extensive damage to both. At the same

watered down but it still represents one of the largest single

time higher demand for LNG from Japan, Korea and China to

fiscal events since the 1970s, if not the largest. Whist the

build storage in advance of winter is affecting Europe’s ability

Pound has bounced from trough levels and Gilt yields have

to plug this ever-growing gap in energy supply. European

somewhat pared back, it highlights the risk around fiscal and

energy prices ratcheted up during the quarter, with German

monetary policy moving in opposite directions.

baseload power reaching 10x historical norms. This led the
European Commission to propose a maximum €180/MWh
revenue cap on all non-gas power generation which covers
80% of power supply in Europe. Revenue exceeding the cap
will be clawed-back by the government which could see as
much as €140b distributed to support consumers, and the
policy provides greater certainty to generators around the
ambiguity of a “windfall tax”. The plan also includes a
proposed mandatory 5% reduction in peak electricity
demand.
Supply and demand for energy in Europe remains delicately
balanced through winter 2022 – peak annual consumption –
meaning adverse winter weather could have an outsized
impact on energy availability. However,
-

Turning East, the slowdown in China’s economy has
persisted longer than expected and China’s moderate
response to stimulus has been frustrating. The contraction in
China’s property sector was in part by design; to reduce
supply to better match real demand and to reduce financial
risk in the system. China’s COVID policies, however, saw
construction grind to a near halt severely impacting liquidity
in a sector which relies on pre-sales to fund development.
Access to capital has been meaningfully impaired outside of
the top tier private and state-owned developers.
Up until recently the policy response has been managed by
local government and it’s been largely ineffective. The
central government has recently stepped in to support
property developers to aid completions (as opposed to bail

Gas storage levels in Europe have been building in

out developers). Combined with the rise in mobility this

advance of winter. Member states have reduced demand in

should see higher levels of activity, which is positive for

line with the European Commission’s directive and are on

consumer confidence.

track to reach the target 90% storage fill before winter;
-

Alternative fuel sources are being sought, e.g. fuel oil;

and

Policy makers’ attitudes, however, towards property as a tool
for stimulus have changed. We expect primary sales to
stabilise at around 12m units p.a. for the next decade
compared to the 14 – 15m units p.a. over the last five years.
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A structurally smaller housing market will see the riskiest

five years at 12% yoy and the credit impulse8 has turned

property developers exit the industry, but we don’t see

positive (Figure 3), given inflation is running at just 2.5 - 3%,

systemic risk to the banking sector or the financial system.

China has more room to stimulate. Ultimately the Party’s

Even on the most aggressive forecasts the banking system

goal is to maintain economic and social stability and with

has sufficient capital to absorb write-offs as property

53% of household wealth tied up in property there is

developers account for just 6% of system loans and the

incentive to steady the market to avoid wealth destruction,

banks have high pre-provision margins for loss absorption.

but at the same time maintain affordability, which means

President Xi’s transition to a third term in 4Q22 should see
the Party’s focus shift from reform back to growth. Whilst
money supply growth is accelerating at the fastest pace in

finding alternative end uses for China’s savings’ flows. The
need for decarbonisation investment is large enough to more
than fill this gap.

Figure 9: MSCI China YoY% vs. Credit Impulse 12m net change
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Source: Bloomberg, Factset
Further, there should be a natural decline in China’s very

assessed for some time, semiconductors and tech

high savings rate of 44% as household consumption

independence play a crucial role in US/China relations, and

potentially grows faster than income, a question of

this cannot be resolved quickly. More than half of the critical

confidence. This is a well-trodden path by which many

semiconductor manufacturing equipment China needs to

developing economies in the region have progressed.

develop tech independence comes from the US (and the rest

Clearly this will require more than just a stabilisation in the

from Europe and Japan), while China and the developed

property sector and COVID but also a steady policy outlook.

world are dependent on Taiwan Semiconductor

However, at 11x earnings the market is not factoring in a

Manufacturing (TSMC) for leading edge chip manufacturing.

cyclical rebound in activity or the potential for more stimulus,

Western governments are actively incentivising TSMC (and

let alone a return to a more stable mid-single digit growth.

Samsung) to build fabs in the US/West but since TSMC

Clearly the tail risks are China fails to stimulate further and a
rise in geopolitical tensions.

currently has less than 1% capacity in the West (and
Samsung has no leading-edge capacity in the West) this
process will take time. Indeed, Taiwan is actively retaining

Whilst we are on a pathway of competitive escalation where

leading-edge capacity in Taiwan – viewed as the country’s

missteps between China and the US may occur, we consider

“silicon shield”.

a Taiwan “hot” war scenario as relatively remote. As we’ve
8 The credit impulse refers to the change in credit relative to the change in GDP
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For now, China and the US are critically aligned in

sentiment has become very bearish, however the QE-led

maintaining a stable Taiwan for the sake of their respective

growth/long duration regime that dominated the post 2008

economic sustainability. The tail risk remains how far the US

investing period is transitioning to a regime that will see

will push to limit China’s ability to innovate and how China

policy makers lean on fiscal stimulus to prop up economic

may respond. For example, a recent proposal to restrict the

activity. This will result in higher volatility around inflation and

sale of advanced GPUs (graphics processing units) designed

nominal GDP growth which can weigh on equity multiples.

by US semiconductor companies such as Nvidia and AMD to

The range of outcomes remains wide, and we expect

Chinese buyers, will hinder China’s tech developments as

markets to become more stock specific rather than driven by

these chips are essential to high performance computing and

style. We continue to focus on resilient businesses that can

AI.

take profitable market share against a backdrop of higher
inflation and economic uncertainty, and are mispriced

Our base case remains that even as inflation cools from the

relative to their growth profile.

current extreme levels, deflationary forces over the last two
decades are reversing which can see inflation settle at a

Our regional overweights and underweights remain

higher level. In the near term the market looks oversold as

unchanged over the quarter

Figure 10: Cyclically adjusted Price Earnings ratios by market
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Source: FactSet, Antipodes
As at September 2022
priced for any positive outcomes (Figure 3). Our exposure to
Whilst we are underweight US equities - specifically

Europe focuses on multinationals - market leaders that

expensive tech and expensive domestic cyclicals - it is our

generate revenue and profits globally and are not just

largest regional exposure in an absolute sense at 40% of the

dependent on the European economy - while exposure in

long book. The headline multiple looks full as it is being held

China is concentrated around companies that will benefit

up by mega-cap tech, but outside of this there has been a

from a cyclical rebound in activity. Finally, we have increased

de-rating in some pockets of the market and we have used

our exposure to other emerging markets that have attractive

this as an opportunity to allocate capital at the margin.

valuations and lower geopolitical risk including Indonesia, as

Exposure to Europe and China may feel uncomfortable but
challenges are being addressed, and these markets are not
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highlighted in this quarter’s feature.

Responsible investing and ESG quarterly snapshot
At Antipodes:
•
•
•

We integrate responsible investing throughout the investment process of each strategy
We form a wholistic forward looking assessment of ESG risks and opportunities through the
analysis of quantitative and qualitative inputs
We are active managers and will engage with companies with the aim of effecting positive change

Highlights
Collaborative engagement - CDP Non-Disclosure
Campaign
The CDP (formerly the Carbon Disclosure Project) is a
worldwide environmental disclosure program dedicated to

lead the engagement with a single
company the CDP works with the
supporters to determine the most
appropriate firm to lead.

collecting data on company impacts to Climate, Forests and

Via the campaign, Antipodes led the

Water. Antipodes are supporters of the CDP. Each year the

engagement with Coterra Energy (letter

organisation invites thousands of companies to disclose their

co-signed by 47 firms), Northorp

environmental impacts.

Grumman Corp (co-signed by 39 firms)

This year, Antipodes participated in the CDP’s 2022 NonDisclosure Campaign, a collaborative engagement effort
between CDP supporters to encourage companies that have
either never disclosed, or stopped disclosing, through the
CDP.
CDP supporters can participate in the NDC campaign by
either co-signing a letter of engagement with a company,
which is sent by a lead representative, or by taking the role
of the lead representative. Where multiple supporters wish to

and Posco International Corp (co-signed by 37 firms).
Antipodes also co-signed letters of engagement addressed
to 27 companies, including Airbus SE, Exxon Mobil
Corporation and Toyota Motor Corp.
Across the NDC campaign, over 1,400 of the world’s highest
impact companies were engaged. These companies cover
over US$24 trillion in global market capitalisation (as of June
2022) and are estimated to collectively emit more than 4,800
megatonnes of carbon dioxide equivalent annually.

Quarterly Case Study
Sanofi
Sanofi is a healthcare company with a leading global consumer health business, a defensive vaccines business and a wellprotected pharmaceuticals business. The company engages in research, production and distribution of pharmaceutical
products. You can read our recent feature on Sanofi here.
Engagement

Outcome

In our experience, companies that have committed to

During the call the CFO stated that Sanofi was unlikely to

ongoing share repurchases and/or distributing a greater

step up share buy backs or implement a more progressive

share of profits via dividends have delivered superior share

dividend policy. Sanofi instead sees a more attractive

price performance and total shareholder returns.

avenue to generate shareholder value via

Earlier this year, Antipodes wrote to Sanofi to encourage the

increasing investment in the pipeline.

board to take steps to help boost shareholder confidence

While we agree that the best means to create value for

and value. We prompted the board to implement a new and

pharmaceutical companies is to continually (and astutely)

more prescriptive capital allocation policy to include

invest in the pipeline, when market sentiment is poor (like

a greater allocation of capital to share repurchases.

now) share buybacks have been effective in boosting

More recently we spoke to Sanofi and pressed the CFO on
capital management options.

sentiment by conveying management and board confidence
in the strategic direction of the company. We will continue to
engage with Sanofi on buybacks as our analysis indicates
there is a strong case for buybacks to add near-term value.

23 Antipodes | Quarterly Report | 30 September 2022

Portfolio metrics
Proxy voting
In the 12 months to September 22, Antipodes delivered votes at

Twelve months to Sept 2022
Meetings eligible to vote
Meetings where votes tendered

96 shareholder meetings. Of the 1,212 individual items, 170

Votable items

items were considered non-routine, which we define as items

Non-routine items

more likely to have a greater impact on shareholder value.

Votes against management (nonroutine items)

Vote Statistics
96
96 (100%)
1212
170
42/170 (25%)

TONS OF CO2 PER MILLION OF SALES
(USD)

Carbon emission intensities

500
450
400
350
300
250

Total
150

Total
151

200

Fortis Inc 15

Fortis Inc 12

RWE 21
Rest of
portfolio
114

RWE 22
Rest of
portfolio
117

Total 433

150
100
50
0

Antipodes Global Antipodes Global
Long

Total 199
Total 136

iShares MSCI
ACWI ETF

Antipodes Asia
Fund

iShares MSCI All
Country Asia ex
Japan ETF

Source: Sustainalytics, FactSet, Antipodes. Note: Long positions only
Fortis Inc
Fortis is an electricity utility with 5% of its asset base employed in fossil fuel-based generation and a credible decarbonisation
plan, especially relative to peers. The company targets a 75% reduction in CO2 output by 2035 (using 2019 as the baseline).
Fortis' plan is well supported by the company's intention to spend 75% of the 5-year capital expenditure budget on grid
reinforcement and renewables.
RWE AG
RWE is an electricity provider headquartered in Germany. The company’s coal fired electricity production capacity results in a
high level of CO2 emissions relative to the benchmark. However, this backwards-looking scoring fails to account for the
strategic direction that the company is taking to reduce its coal-based generation capacity to transform into a green energy
company. Since 2012, RWE has closed more than 12 GW of coal fired power generation capacity, reducing carbon emissions
by more than 60%. By 2030 the company plans to approximately halve CO2 emissions again versus 2019 levels (-75% vs.
2012), and by 2040 the company plans to have achieved carbon neutrality by finalising the transition from coal-based sources to
renewable generation. RWE management’s ambition to reduce carbon emissions in line with a 1.5°C compliant pathway is
aligned with the Paris climate agreement, has been confirmed by SBTi and is supported by German legislation. In our
assessment, RWE’s plan to achieve these targets is credible.
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Appendix

Market returns to 30 Sept 2022 (USD, p.a.)
Absolute performance (%)

1m

3m

1y

3y p.a.

5y p.a.

10y p.a.

AC World

(9.6%)

(6.8%)

(20.7%)

3.7%

4.4%

7.3%

USA

(9.3%)

(4.8%)

(17.6%)

7.6%

8.6%

11.0%

Europe

(8.7%)

(10.1%)

(24.8%)

(1.7%)

(1.2%)

3.4%

Japan

(10.4%)

(7.7%)

(29.3%)

(2.6%)

(0.6%)

4.8%

Korea

(18.3%)

(16.4%)

(40.7%)

(3.5%)

(4.7%)

0.2%

AC Asia ex Japan

(12.8%)

(13.8%)

(28.7%)

(1.3%)

(1.2%)

3.0%

All China

(12.3%)

(20.6%)

(31.8%)

(2.7%)

(3.4%)

3.5%

EM ex Asia

(6.0%)

(1.9%)

(22.9%)

(5.5%)

(3.8%)

(2.9%)

Consumer Discretionary

(9.8%)

(2.8%)

(27.1%)

3.5%

5.2%

9.1%

Consumer Staples

(7.5%)

(6.6%)

(9.0%)

1.2%

3.1%

5.8%

Energy

(9.5%)

(1.6%)

16.2%

5.1%

2.8%

1.0%

Financials

(8.2%)

(5.9%)

(18.7%)

0.9%

0.8%

5.9%

Health Care

(4.3%)

(7.0%)

(11.5%)

8.4%

7.2%

10.4%

Industrials

(10.4%)

(6.1%)

(22.0%)

0.9%

1.7%

6.8%

Information Technology

(12.4%)

(7.3%)

(26.6%)

11.4%

12.6%

14.6%

Materials

(8.3%)

(7.6%)

(18.5%)

4.9%

2.8%

3.3%

Communication Services

(12.3%)

(14.0%)

(38.0%)

(2.4%)

(0.5%)

2.1%

Utilities

(11.4%)

(8.0%)

(4.8%)

0.3%

3.9%

5.3%

Crude Oil Brent

(11.0%)

(21.9%)

8.7%

12.8%

8.4%

(2.7%)

Gold

(2.6%)

(8.0%)

(4.1%)

4.0%

5.4%

(0.6%)

Bloomberg Commodity Index

(8.3%)

(4.7%)

10.6%

12.8%

5.7%

(2.8%)

Global Government

(5.2%)

(7.7%)

(22.1%)

(7.3%)

(3.2%)

(1.8%)

Global Large Cap Corporate

(5.7%)

(6.7%)

(21.6%)

(5.0%)

(1.7%)

0.5%

Global High Yield

(4.9%)

(2.6%)

(19.5%)

(2.8%)

(0.3%)

2.9%

AUD

(6.2%)

(6.5%)

(11.0%)

(1.6%)

(3.9%)

(4.7%)

USD

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

EUR

(2.6%)

(6.3%)

(15.5%)

(3.5%)

(3.7%)

(2.7%)

JPY

(4.2%)

(6.1%)

(22.9%)

(9.3%)

(4.9%)

(6.0%)

CNY

(2.8%)

(5.6%)

(8.9%)

0.2%

(1.3%)

(1.2%)

SGD

(2.8%)

(3.0%)

(5.4%)

(1.2%)

(1.1%)

(1.6%)

Regional equities (MSCI)

Global sectors (MSCI)

Commodities

Bonds (BAML)

Currency

Source: MSCI, BAML, Bloomberg, FactSet

25 Antipodes | Quarterly Report | 30 September 2022

Fund summaries
antipodes.com/fund-updates/

Further information
1300 010 311
invest@antipodespartners.com

Glossary
antipodes.com/investing-with-us/glossary/

26 Antipodes | Quarterly Report | 30 September 2022

