Manager Commentar y December 2019

Emerging Markets Equity: Structural
Growth at the Front and Center in 2020
By David Semple, Portfolio Manager
VanEck - Emerging Markets Equity UCITS
USD R1 Acc: IE00BYXQSN11
USD I1 Acc: IE00BYXQSL96
USD I2 Acc: IE00BYXQSM04
USD M Acc: IE00BDRHP650
SEK B Acc: IE00BYXQSK89

Performance Review

Market Review

Class R1 shares of the VanEck - Emerging Markets Equity UCITS

As the quarter (and year) drew to a close, we started to see a

(“the Fund”) gained 9.85% during the fourth quarter of 2019,
slightly underperforming the Fund’s market index benchmark,
the Morgan Stanley Capital International Emerging Markets
Investable Market Index (MSCI EM IMI) after three strong
quarters of outperformance, which gained 11.59% for the
same eriod.

move towards resolution of the U.S./China trade debacle, albeit
that matters were really getting down to the wire, especially as
the final (threatened) set of tariff goods were very consumptionoriented.
Looking at some of the countries in which we invest, in India,
there are still no actual signs yet that the economy will pick
up—only the hope that it will. There is no doubt that the politics
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albeit that events there have somewhat dropped out of the
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headlines. In Brazil, there continues to be a deal of political

1

ensuing mess did not help sentiment. In China, there was less
stimulus domestically in the final quarter of the year and the
effect of some of the prior stimulus has lagged in its impact.
The country continues to face a difficult situation in Hong Kong,

noise, but this remains pretty typical of the country’s politics.
Quarterly returns are not annualized.

†

L ife performance for the MSCI EM Index USD and the MSCI EM
IMI are presented in U.S. Dollars (USD) as of Class I1 inception
date of 16/07/2015.

1

Past performance of the sub-fund is no guarantee for future
performance. Any performance presented herein is for illustrative
purposes only. Historical information is not indicative of future
results; current data may differ from data quoted. Performance
information does not take into account the commissions and
costs incurred on the issue and redemption of units. Performance
information is presented net of fees, but gross of tax liabilities.
Each index listed is unmanaged and the returns include the
reinvestment of all dividends, but do not reflect the payment of
transaction costs, fees or expenses that are associated with an
investment in any fund. An index’s performance is not illustrative
of a Fund’s performance. You cannot invest in an index.

President Jair Bolsonaro’s agenda, however, remains marketand business-friendly. Finally, it is probably worth mentioning
Turkey. Whilst some of the country’s long-term structural issues
have still to be resolved, inflation is down, rates are down and
the currency is improving. So, there is a least some “mending”
going on.

Fund Review
The Fund continued to perform well during the fourth
quarter of the year despite discouraging macro and political
backdrops. The Fund’s traditional overweight allocations to
growth and size factors hurt the Fund’s relative performance,
as both value and large caps outperformed growth and small
caps in emerging markets during the quarter.
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On a country level, stocks from Germany, Indonesia and Thailand

Bottom Performers

contributed the most to the Fund’s relative performance, while

For ecommerce solutions company Baozun (0.8% of Fund net

issuers from Taiwan, China and South Africa detracted the most.

assets*), a particular concern, and a cause of impatience in the

On a sector level, exposures in the industrials, energy and utilities

market during the quarter, was that continual investment was

sectors helped the Fund’s performance on a relative basis, whereas

pushing better profitability farther into the future. In addition, there

consumer discretionary, information technology and health care

were further concerns around the company’s clients taking their

detracted the most.

ecommerce solutions in-house in due course. During the quarter, UAE
hospitals group NMC Health (1.2% of Fund net assets*) faced not

Top Performers

only an attack from a short seller, but also aggressively promoted

The top contributors to returns during the quarter came

negative market views. Leading Chinese game live streaming

predominantly from China. Chinese property management company

platform HUYA (0.6% of Fund net assets*) suffered as it faced the

A-Living Services (3.2% of Fund net assets*) benefited from further

prospect of increasing competition in the short-form video market.

recognition not only of the sustainability of its earnings and the good

Malaysia Airports Holdings (1.2% of the Fund Net Assets*) faced

use to which it has been putting its cash, but also the soundness

concern about both the contours and timing of the new regulatory

of the industry in which it operates. It continues to add property

framework in which it operates. Finally, Ayala Land (2.1% of Fund

management projects, including through third-party acquisitions,

net assets*) was victim not only of a general weakening in the

and has proven that accretive M&A expands the opportunity set.

Philippine stock market, but also economic headwinds. For example,

The property market in China continues to appear to be fine.

a higher inflation environment which makes a reduction in rates less

Alibaba Group Holding (6.2% of Fund net assets*) continues to

likely.

execute well and “fire on all cylinders.” This includes not only its
payment operations, but also its off-line businesses such as logistics.

Outlook

In addition, as the quarter ended, people not only became more

The outlook for emerging markets equities is reasonably bright

relaxed about “China,” but also had mildly better expectations for

heading into 2020. Some of the geopolitical tail risk has diminished

the economic growth. Delivery Hero (1.8% of Fund net assets*) is

(i.e., global trade tensions, U.S. politics, liquidity), although it

food delivery service listed in Germany. While the company does

has certainly not gone away. We are watching carefully to see if

have a footprint in Germany itself, most of its business is based

corporates respond to more stable conditions with increased capex

in emerging markets (where it is market leader in a number of

and credit demand, thus starting a probably modest economic up-

countries), including the Middle East. In the final quarter of the

cycle. Monetary and fiscal stimuli are expected to continue across

year, the company did, indeed, produce “heroic” performance.

both developed and emerging markets (“DM” and “EM”), as global

There is now better appreciation that the company’s current level of

governments have scope to boost domestic demand and supply on

investment will bear fruit. In the fourth quarter, it undertook a very

their end. We believe that emerging markets economies are on the

positive deal in South Korea, resulting in it becoming a leading food

path to stabilization, partly due to prolonged expansion and shallower

delivery player in an important emerging markets country. M&A

recession patterns worldwide.

activity in the sector has also shone a light on just how undervalued
it has been. Tencent Holdings (4.6% of Fund net assets*) like

Going into 2020, we also believe that the U.S. economy will be less

Alibaba, benefited from both increasingly benign attitudes towards

“exceptional” and the rest of the world will perform better than the

the Chinese market and expectations for economic growth. In

U.S. Unlike in previous year(s), we expect growth to be the main

addition, the company saw some potential stabilization of its market

driver of emerging markets equity returns in 2020, therefore pushing

share in digital advertising, together with an easier environment

quality growth companies with strong fundamentals and solid growth

around the games approval process. Finally, Brazilian car rental

estimates to the front and center in a new decade of economic

company Movida Participações (1.8% of Fund net assets*) continued

transformation. We also find EM valuations to be relatively cheap

to execute well. Rental volumes in Brazil remain strong and those of

versus DM. For example, companies on our focus list are reporting

used car sales through its own stores have increased. The company’s

solid numbers and are relatively cheap versus historical estimates

strengthened internal controls and revenue management has helped

or current DM valuations for our anticipated operating profitability

maximize revenue itself.

growth. Their balance sheets are in good shape, generating strong
cash flows over a three- to five-year time horizon. With the emphasis
on growth to drive returns, we believe that emerging markets equities
are well positioned to take advantage of this positive market sentiment
and outlook!
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Please note that the information herein represents the opinion of the portfolio manager and these opinions may change at any time and from time to
time. Not intended to be a forecast of future events, a guarantee of future results or investment advice. Historical performance is not indicative of future
results; current data may differ from data quoted. Current market conditions may not continue. Non-VanEck proprietary information contained herein
has been obtained from sources believed to be reliable, but not guaranteed. No part of this material may be reproduced in any form, or referred to in
any other publication, without express written permission of VanEck. ©2019 VanEck.
All company weightings, if mentioned, are as of 31 December 2019. Any mention of an individual security is not a recommendation to buy or to sell
the security. Fund securities and holdings may vary.
‡

All indices listed are unmanaged indices and include the reinvestment of all dividends, but do not reflect the payment of transaction costs,
advisory fees or expenses that are associated with an investment in the Fund. Certain indices may take into account withholding taxes. An index’s
performance is not illustrative of the Fund’s performance. Indices are not securities in which investments can be made. The Morgan Stanley Capital
International (MSCI) Emerging Markets Index captures large- and mid-cap representation across 26 Emerging Markets (EM) countries. The MSCI
Emerging Markets Investable Market Index (IMI) captures large, mid and small cap representation across 26 Emerging Markets (EM) countries.
The S&P 500 Index is a product of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by Van Eck Associates
Corporation. Copyright © 2019 S&P Dow Jones Indices LLC, a division of S&P Global, Inc., and/or its affiliates. All rights reserved. Redistribution
or reproduction in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. For more information on any of S&P
Dow Jones Indices LLC’s indices please visit www.spdji.com. S&P® is a registered trademark of S&P Global and Dow Jones® is a registered
trademark of Dow Jones Trademark Holdings LLC. Neither S&P Dow Jones Indices LLC, Dow Jones Trademark Holdings LLC, their affiliates nor their
third party licensors make any representation or warranty, express or implied, as to the ability of any index to accurately represent the asset class or
market sector that it purports to represent and neither S&P Dow Jones Indices LLC, Dow Jones Trademark Holdings LLC, their affiliates nor their third
party licensors shall have any liability for any errors, omissions, or interruptions of any index or the data included therein.
Diversification does not assure a profit or prevent against a loss.
IMPORTANT INFORMATION - FOR AUTHORIZED USE ONLY / All documents on VanEck ICAV are for informational/advertisement purposes only
and do not constitute any legal or investment advice. It is mainly dedicated to professional/retail investors and is not to be regarded as an offer
for the purchase and the sale of the fund’s shares. Investors should consult the prospectus and key investor information before subscribing. The
prospectus, the key investor information documents and the financial reports can be obtained free of charge from vaneck.com and upon request
from the fund’s registered office at 25-28 North Wall Quay, Dublin 1, Ireland and the offices of all local information agents. The documents,
except for key investor information, are only available in English.
Please read these documents before investing and take note of the risk factors. Note: No guarantee can be provided that the sub-fund(s)
presented will attain their objectives. The value of an investment may decline as well as increase. All persons interested in investing in one of the
Sub-Funds presented are recommended to seek advice from independent legal and tax advisors in order to ascertain whether the investment is
appropriate to their own objectives.
For investors in Switzerland: The distribution of Shares of the Fund in Switzerland will be exclusively made to, and directed at, qualified investors (the
“Qualified Investors”), as defined in the Swiss Collective Investment Schemes Act of 23 June 2006, as amended (“CISA”) and its implementing ordinance.
A copy of the latest prospectus, the Key Investor Information Document, the annual report and semi-annual report, if published thereafter can be found on
our website www.vaneck.com or can be obtained free of charge from the representative in Switzerland: First Independent Fund Services Ltd, Klausstrasse
33, CH-8008 Zurich, Switzerland. Swiss paying agent: Neue Helvetische Bank AG, Seefeldstrasse 215, CH-8008 Zürich. This document is for the
purpose of advertisting.;
Place of performance and jurisdiction is at the registered office of the Representative.Investing involves risk, including loss of principal. You can lose money
by investing in the Sub-Fund. Any investment in the Sub-Fund should be part of an overall investment program, not a complete program. The Sub-Fund
is subject to risks associated with its investments in emerging markets securities, which tend to be more volatile and less liquid than securities traded in
developed countries. The Sub-Fund’s investments in foreign securities involve risks related to adverse political and economic developments unique to a
country or a region, currency fluctuations or controls, and the possibility of arbitrary action by foreign governments, or political, economic, or social
instability. The Sub-Fund is subject to risks associated with investments in debt securities, derivatives, illiquid securities, asset-backed securities, CMOs and
small or mid-cap companies. The Sub-Fund is also subject to inflation risk, market risk, non-diversification risk and leverage risk. Investing in the Sub-Fund
also entails risks associated with China and the use of Stock Connect. The Sub-Fund’s investments in Chinese A-shares through Stock Connect will be
subject to investment quotas and trading restrictions which may pose risks to the Sub-Fund.

Please see the prospectus and key investor information document for information on these as well as other risk considerations.
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