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Past performance is not indicative of future performance. Net performance figures are calculated using exit prices, net of fees and reflect the annual 

reinvestment of distribution. Returns are rounded to two decimal places. Slight variations to actual calculations may occur. 
2 For periods from 1 October 2012 to 29 September 2016, the Copper Rock Composite returns are based on Copper Rock Emerging Markets Small 
Cap Equity Composite USD share class converted to AUD (‘strategy’) with a 1.25% p.a. management fee applied. The inception date of the strategy 
is 1 October 2012. Performance from 30 September 2016 reflects the actual net returns of the Ironbark Copper Rock Emerging Markets Opportunities 
Fund. Data source: Copper Rock and Morningstar Direct.  
3 The MSCI Emerging Markets Small Cap Index was adopted as the Fund’s performance benchmark on 30 September 2016. Benchmark calculations 

prior to this date are based on the MSCI World ex Australia Index Hedged AUD. 

 
 

Ironbark Copper Rock Emerging Markets Opportunities Fund  

Net performance (%) 

 1 month 3 months 1 year 3 years p.a. 5 years p.a. 7 years p.a. 
Since 

inception 
p.a. 

Fund1 1.67 2.43 -4.62 -2.27 1.03 0.36 1.96 

Benchmark  1.51 7.62 0.95 2.31 5.95 6.94 5.62 

Active  0.16 -5.19 -5.57 -4.58 -4.92 -6.58 -3.66 

1 Shaded Fund performance prior to 30 September 2016 is not attributable to Copper Rock, but the previous investment manager. The long-term 
track record of the current investment manager and strategy are presented below. 

Copper Rock Composite2 1.67 2.43 -4.62 -2.27 2.21 5.30 7.42 

Benchmark3 1.51 7.62 0.95 2.31 4.52 6.38 7.65 

Active  0.16 -5.19 -5.57 -4.58 -2.31 -1.08 -0.23 

 
Top 5 monthly contributors and detractors 

 
Top 5 quarterly contributors and detractors 

 
 
 
 
  
  

  
BENCHMARK 
MSCI Emerging Markets 
Small Cap Index AUD 

OBJECTIVE  

To outperform the benchmark net of fees over rolling 5-year periods. 

APIR MGL0019AU ARSN 124 220 202 

INCEPTION DATE 19 March 2007 MANAGER APPOINTED 30 September 2016 

MANAGEMENT FEE 0.9000% p.a. FUND SIZE $78.7m 

BUY / SELL SPREAD +0.25% / -0.25% EXIT PRICE  $0.7431 

    

Contributing stocks Active weight 
 

Detracting stocks Active weight 

Xinyi Glass Holdings Overweight  KGHM Polska Miedz Overweight 

Deepak Nitrite  Overweight  Chemical Works of Gedeon Richter Overweight 

Companhia de Locacao das Americas Overweight  TCI Company Overweight 

TCS Group Holding Overweight  West China Cement Overweight 

IPCA Laboratories Overweight  NEOWIZ Overweight 

Contributing stocks Active weight 
 

Detracting stocks Active weight 

Xinyi Glass Holdings Overweight  Bioteque Corporation Overweight 

Dixon Technologies (India)  Overweight  Powertech Technology Overweight 

China Lesso Group Holdings Overweight  Silergy Corporation Overweight 

Kumho Petrochemical Company Overweight  China Aoyuan Group Overweight 

Companhia de Locacao das Americas Overweight  LG Innotek Company Overweight 



 

 

CONTACT DETAILS 
T.1800 034 402 | E. Client.Services@ironbarkam.com | W. www.ironbarkam.com 

 

QUARTERLY REPORT    

AS AT 30 SEPTEMBER 2020 

Top 5 holdings1      

 
Regional asset allocation (%)1 Sector asset allocation (%)1 

 

Performance review 

The Ironbark Copper Rock Emerging Markets Opportunities Fund (the ‘Fund’) returned 2.43% (net) for the quarter, underperforming 
the MSCI Emerging Markets Small Cap Index AUD return of 7.62% by 5.19%.  

It was a  challenging quarter to beat the index which fell squarely in the top 15% of the eVestment emerging markets small cap 
universe. Performance in each of the three months within the quarter was quite varied. July was a strong positive quarter in both the 
strategy and the index. During July, the Fund was short of the index with a return for the Copper Rock Emerging Markets Small Cap 
Composite of 9.27% (in US dollar ‘USD’ terms) versus the MSCI Emerging Markets Small Cap Index that returned 9.35% (in USD 
terms). The index started quite strong at the beginning of the month then flattened as markets began to further differentiate between 
high quality growth stocks and stocks with weaker fundamentals. Importantly, fundamentals had generally been working, and high-
quality growth companies were being rewarded as evidenced by a separation of stocks that reported good earnings through early 
days of reporting season in August. However, as August wore on, there was a complete flip as fundamentals fell deeply out of favour 
in the month resulting in the major performance drag on the portfolio in the overall quarter.   

In August, investors bet heavily on economic recovery stocks, that is, stocks that might benefit from economies re-opening. The best 
performing companies in August had relatively expanded price-earnings (‘P/E’) ratios year-over-year (they were expensive) and had 
negative earnings growth trends. As seen in the table below, the fundamental components of the investment manager’s quantitative 
model were under pressure in August as investors shunned fundamentals for sentiment driven “re-opening story trades” on 
companies with declining earnings growth trading at expanded P/E multiples.  

 

Stocks Country (domicile)  Sector  

Chailease Holding Company Taiwan Financials 

Sunonwealth Electric Machine Industry Company Taiwan Industrials 

Realtek Semiconductor Corporation Taiwan Information Technology 

China Lesso Group Holdings  China Industrials 

Bioteque Corporation Taiwan Health Care 
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1 Country, regional and sector classifications are based on the investment manager’s internal classification model. 
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Performance review (continued) 

The model and its subcomponents had strong negative spreads with the combined model showing the widest negative spread 
between the most and least attractive companies. Across the five largest economies, the investment manager saw the same negative 
spread with Korea and Brazil having the worst negative spreads (approximately -9.05% and -10.80%, respectively). 

MSCI Emerging Markets Small Caps (USD) – 31 July 2020 to 31 August 2020 

 

 

This phenomenon subsided in early September as once again stocks with stronger for longer earnings power and attractive valuations 
were rewarded. In addition, it is important to point out that Korean health care was another source of underperformance in the quarter, 
not for what the Fund owned, rather than what the Fund did not own. Markets saw Korean biotechnology and other health care stocks 
with little to no earnings do very well in the period more on speculation rather than fundamentals. This had an outsized negative 
impact on the overall Fund and specifically the Fund’s ability to out select the index in the health care sector. 

There was limited broad based contribution from stock selection across sectors given the negative skew on fundamentals driven 
largely by August. For the course of the quarter, there was contribution to return from overall stock selection in the financials and 
industrials sectors. In addition to health care, selection in information technology was also challenged in the quarter. Similarly, across 
regions, there was positive selection in Brazil, Poland, Russia, and South Africa which contributed positively to return while Taiwan 
and Korea were the largest sources of underperformance from selection. 

The investment manager continues to see that concentration to a lower number of holdings were rewarded in more normalised 
markets where earnings are once again the true determinants of price action. The top ten contributors to return were broadly 
represented across several sectors including consumer discretionary, industrials, materials, financials and technology. There was 
also good representation from China, Brazil, India and Taiwan. Two companies were based in China. Xinyi Glass Holdings 
manufactures glass used in buildings and automobiles. Its primary end market is China. Following the COVID19 related economic 
slowdown in China, the government encouraged a pick-up in fixed-asset investment. Xinyi was a beneficiary of increased demand 
for glass related to property construction and other infrastructure-related projects. At the same time, key inputs like diesel and soda 
ash saw their prices fall due to weak demand globally. This combination of events is very positive for Xinyi’s earnings and the stock 
reacted positively. China Lesso Group Holdings manufactures building materials, predominantly plastic pipes and fittings for plumbing 
and sewage, in China and Southeast Asia. It is a direct beneficiary of China’s strong infrastructure investment. Company management 
has generated top of group profit and returns through multiple market cycles and has continued to increase profitability in 2020. 
Capital expenditure peaked in 2019, and the company has experienced solid growth since then, generating very good financial results. 
Growth outlook continues into 2021 and demand is still strong, so the investment manager still owns this stock as a core holding. 
Within the consumer sector in India, Dixon Technologies manufactures electronics, including lighting & home appliances. It has a 
long-term growth opportunity ahead of it as penetration of home appliances and other electronics rises in India, and as global 
companies look to move manufacturing from China. This quarter, the company benefitted from a new government policy encouraging 
the manufacture of low-priced mobile phones in India. The company is participating in this program which should result in a significant 
growth opportunity over the next two years as most mobile phones are presently imported. 

On the downside, four of the ten worst detractors from return were Taiwanese stocks and three of the five worst stocks represented 
the technology sector. This along with two underperforming stocks in Korea mirrors the overall negative attribution broadly throughout 
the Fund in the quarter. Within the health care sector, Taiwanese company Bioteque Corporation manufactures and markets 
disposable medical products including blood lines, arteriovenous (‘AV’) needles, intravenous (‘IV’) infusion bags, for a global customer 
base. The company had a production line in the Philippines under reduced functionality due to COVID 19 concerns.  

 Model EM RV EQ 

Total 4.14 4.14 4.14 4.14 

1 0.46 1.99 -0.40 0.54 

2 1.31 1.74 1.96 2.99 

3 4.25 6.92 5.62 5.73 

4 7.74 1.36 5.70 7.13 

5 8.72 4.13 7.82 5.27 

 Taiwan Korea China India Brazil 

Total 2.50 8.32 3.34 10.31 -4.62 

1 -0.86 3.56 3.00 6.83 -6.09 

2 1.61 3.25 1.26 7.40 -6.80 

3 4.26 3.97 4.23 10.13 -1.01 

4 4.50 18.79 7.34 11.13 3.19 

5 8.97 12.61 1.82 11.64 4.71 
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Performance review (continued) 

This had a negative impact on profitability and put pressure on the stock price. The line is now operating at approximately 85% 
capacity and should return to pre-pandemic levels in the fourth quarter of 2020. Bioteque is top of the group in profitability, returns 
and cash generation and has consistently high free cash flow generation. The investment manager expects Bioteque to return to 
solid performance in the later part of the year with the full utilisation of their facilities. Silergy Corporation and Powertech Technology 
are also Taiwanese companies in the technology sector. Silergy does research and development, design, and sales of power 
management integrated circuits and is a beneficiary of Chinese localisation of semiconductor development, procurement, and 
production. It is a Taiwanese company but most of its assets are in China representing approximately 50% of sales. The stock was 
largely flat over the quarter due to an earnings report that only met market expectations and rising concerns about the US and China’s 
technology trade war. While rising US and China tensions benefit Silergy as it is more apt to win business from US and Western 
competition, short-term uncertainty has put a cap on the stock price. Powertech is an outsourced assembly and test company based 
in Taiwan. It is directly involved in the NAND (flash memory) assembly, test and package value chain and is a top producer in the 
market aligned directly with recent strong NAND growth. Powetech has been a long-term solid performer in the Fund. However, 
revenue growth peaked in the quarter and management guidance is for slower growth over the next few quarters. This pressured the 
stock price during the quarter. As the investment manager’s price target was dependent on a longer cycle of growth in NAND, with 
the lower expectations, the position was exited. 

Market outlook 

In what has been a volatile year for investor sentiment and stock market returns, the investment manager expects that volatility to 
persist through the end of 2020. The investment manager has continued to see a strong and continuing undercurrent towards 
nationalism that has been highlighted by elections around the globe and has also manifested itself, for example, in the ongoing battle 
in the US to restrict Chinese technology firms from accessing US technology. As cases of COVID 19 are rising again, there is little 
positive development on a vaccine leading to heightened volatility in the financial markets as fears of restrictions and lockdowns 
reappear. Finally, there remains ongoing uncertainty surrounding the US presidential election both in terms of voter polling and a 
timely and orderly transition of power should the Biden-Harris ticket prevail. 

While the investment manager continues to find investment opportunities across the suite of emerging markets, there are two 
significant overweight positions in the Fund versus the index. First, China remains a key overweight in the Fund, though the investment 
manager has pulled back on exposure to infrastructure to focus on consumer discretionary opportunities. The investment manager 
sees strong opportunities in companies that have growth plans aligned with long-term changes in the economy, notably on luxury 
consumption and higher education. Second, Korea is now a significant overweight in the Fund, largely in the technology sector and 
affiliated industries. The investment manager sees multiple growth opportunities right now, from 5G to OLED growth, to ASIC 
proliferation. The investment manager expects these areas to exhibit continued growth into 2021. 

The investment manager has continued to approach portfolio construction in a bottom up, fundamental approach that positions the 
Fund with high quality companies that can grow regardless of market impetus or style tailwind. At the sector level, the Fund continues 
to have an overweight position in the technology sector versus the index as the Fund owns beneficiaries of the remote work and 
school from home dynamic. This includes both semiconductor and equipment companies that support the needs for faster processing 
but also technology services companies. Valuations have not been as extended as they are in the US, but the investment manager is 
monitoring that carefully. Although financials are slightly underweight versus the index, the Fund has minimal exposure to classic 
banks as low and negative interest rates have pressured net interest income while continuing to access financial service providers 
who benefit in the consumer value and opportunity proposition. 

There is a slight underweight versus the index in the health care segment, largely on the lack of biotechnology and related stocks that 
depend on binary events to propel stock price momentum. The focus remains on owning the strongest fundamental investment cases 
like IPCA Laboratories and Genomma Lab Internacional. The ongoing improvement in wealth creation and a demand for white goods 
and services leads us to maintain an overweight versus the index in both the consumer staples and consumer discretionary sectors. 
Examples of stocks that the Fund owns in these segments are China Yongda Automobile Services Holdings and Dixon Technologies. 

Since the bottom of the market of 23 March 2020 through to 30 September 2020, the Emerging Markets Small Cap asset class has 
been the best performing equities. The investment manager continues to have a constructive stance on emerging markets small cap 
equities as markets recover from the virus induced economic shock and expansionary fiscal and monetary policy initiatives take root. 
This asset class and high quality growth companies that are leaders in their category with unique business propositions and catalysts 
for growth at attractive valuations are well positioned to benefit from economic recovery, lower interest rates and recovering risk 
appetite. 

Issued by Ironbark Asset Management (Fund Services) Limited ABN 63 116 232 154 AFSL 298626 (‘Ironbark’). Ironbark is the responsible entity for the 

Fund(s) referred to in this document. The relevant offer document is available from www.ironbarkam.com/our-funds/ or by calling client services on 1800 

034 402. You should consider the offer document before making an investment decision to acquire or to continue to hold units in the Fund. Ironbark and 

its representatives believe that the information in this document is correct at the time of compilation, but no warranty of accuracy or reliability is given 

and no responsibility arising in any other way for errors or omissions (including responsibility to any person due to negligence) is accepted by Ironbark. 

This document contains general information only and is not intended to represent specific investment or professional advice.  The information does not 

take into account an individual’s financial circumstances. Past performance is not indicative of future performance. All currency references are shown in 

Australian dollars unless stated otherwise. All indices are copyrighted by and proprietary to the issuer of the index. 
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