
22 October 2020 

Dear fellow MMIT shareholder, 

Since we shared our last update, the world remains in an immensely fragile state with the 
IMF’s expectation of an economic contraction of 3.2% for emerging markets and developing 
economies. As we are writing, the threat of rapidly increasing COVID-19 cases is impacting our 
investment universe and beyond. In the absence of an effective and globally available vaccine, 
sentiment and actual economic activity can only be kept out of the intensive care unit with 
the recipe of heavy-handed economic stimuli by governments and central banks. Domestic 
containment measures and weak external demand have hit all markets, while countries that 
depend on tourism and exports have been hit the hardest. The decisive and simultaneous action 
by governments which we have witnessed in Emerging Markets has provided a lot of relief, 
resulting in the stabilisation of sovereign spreads and a reversal of capital outflows. The overall 
robust condition of emerging market public and private sector balance sheets, deeper pools of 
reserves and years of macroprudential discipline have helped to mitigate the impact of the crisis. 

The recovery in emerging markets since the lows in March has been strong but varied depending 
on the respective governments’ ability to contain the virus swiftly and implement effective 
stimulus packages.

Changes in the Performance of Leading Local Market Indices (%) (24 Mar to 15 October):
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“A market downturn doesn’t bother us. It is an opportunity to increase our 
ownership of great companies with great management at good prices.”

Warren Buffet, Investor

Chart 1, Source: Bloomberg



We are now at a very important crossroads: the largest risk we are facing is a prolonged period 
of global weakness, and a larger health crisis which would jeopardise the stability of the financial 
system. But one rule will prevail even this time: the crisis offers an opportunity to invest in 
companies which will come out strong. 

At a time like this, diligent stock picking becomes ever more important. We have been very 
cautious in our stock selection to avoid any outsized idiosyncratic risks as well as macro risks. 
Stock selection has been a main driver of the continued good performance of the Mobius 
Investment Trust in Q3. We have observed strong numbers, in particular among the Indian 
small cap stocks, as well as within our technology exposure, which is now almost 30%. 
We have seen a number of companies launching new, innovative products which have enabled 
them to benefit from the shifts in consumer behaviour in the wake of the COVID-19 pandemic. 

Generally, we are pleased with the way portfolio companies have been communicating and 
handling the crisis. We continue to be in close and regular contact with management teams to 
monitor their responses to the ongoing pandemic and the progress on engagement actions raised 
with the individual companies. In India, for example, we have observed strong engagement 
progress with several companies including Persistent Systems who increased their buyback 
authority and Polycab who have improved their sell-side coverage.
 
On a macro level, as we move into the final quarter of the year, we will be watching the progression 
of the second wave of COVID-19 and related government reactions very closely. At the same time, 
we will keep a close eye on the results of the US election, the continuing US-China tensions, and, 
in particular, the situations in Brazil, India and Turkey.

While we are facing a lot of uncertainty at this point in time, not all is bleak in emerging markets 
- especially for investors with a long-term horizon. The IMF predicts growths in emerging 
markets to pick up again in 2021 by 6.1% followed by growth of 5% in 2022.1 Analysts polled 
by FactSet predict emerging markets earnings to be rebounding more than U.S. earnings next 
year.2 Emerging markets stocks remain under-owned and their valuations are at historically low 
levels compared to developed market stocks (see Chart 2 below). This, in combination with a 
weaker dollar is already encouraging a return of flows into emerging markets.3
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Chart 2, Source: Bloomberg, MSCI
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Let us also not forget market movements are cyclical and a downturn is usually followed by an 
upturn and we are beginning to see the first signs of this. Whilst we remain vigilant, we believe 
now is a unique time to invest into a carefully selected and well diversified high-conviction 
emerging markets portfolio. 

Performance 
The Net Asset Value (NAV) of MMIT increased by 9% over Q3 2020 leading the wider peer 
group.4 The NAV reached a high of 108.9p on 16 September 2020 before closing at 105.8p on 
30 September 2020. MMIT’s share price increased to 93.4p in Q3 2020 (up 3%), trading at an 
average discount to NAV of 9.4%. This widened to 11.4% at close on 30 September 2020.  

Stock selection  in India continues to be an important driver of performance. The top contributors 
in Q3 were two of our Indian holdings: Persistent Systems which benefits from increased 
demand for digitalization with its IT-related services contributed 5.1%. Apollo Tubes, the leading 
branded steel products manufacturer in India, contributed 4.4%. This holding is an example of 
an industrial company that is coping with the Covid-19 situation in India better than its peers – 
with an optimized cost structure and improved working capital management. The third positive 
contributor (0.6%) was South Korean Health Care company Hugel, which is expected to receive 
approval by the Chinese regulator to enter the Chinese Botox market with its products later this 
year. 
 
The top detractors were A.K. Medical (-1.1%), which saw a correction in its share price after 
strong performance in the first half of the year, Mavi (-1.1%),  and Nice Holdings (-0.6%). 

Investment Update
As of 30 September 2020, MMIT had invested 96.5% of capital, with 30 holdings across 12 
countries. MMIT’s top ten holdings are shown below:

Top 10 Holdings (%): Country (%) of MMIT 
portfolio

Persistent Systems Ltd India 9.3
APL Apollo Tubes Ltd India 9.1
eMemory Technology Inc Taiwan 7.8
Yum China Holdings Inc China 6.1
Fleury SA Brazil 5.4
Hugel Inc South Korea 4.5
LEENO Industrial South Korea 4.3
Safaricom Ltd Kenya 4.3
Polycab India India 4.2
Mail.Ru Group Russia 3.9

Total 58.8%
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During Q3, we added Metropolis Healthcare Limited to our portfolio. The company provides 
pathology and related healthcare services in India. The company offers clinical laboratory 
tests, and profiles and support services to patients, smaller labs, nursing homes, and hospitals. 
It offers diagnostic services for oncology, neurology, gynecology, and nephrology, as well as 
various health check-up packages. The diagnostics industry in India is a high growth industry 
which is expected to grow at above 10% per annum. Engagement focuses on ESG reporting 
improvements and strategic communication on digitalization projects.

Air Pollution in India - A Case For Active Engagement On ESG
As an active investor we maintain regular dialogue with each of our portfolio companies. 
Through our customised engagement, we seek to identify and discuss key risks in order to best 
mitigate them. A good example for this is air pollution in India which was first raised during a 
due diligence process. In light of our exposure to India, we continue to monitor the situation and 
the regulatory environment.

While urban air pollution is typically associated with China, 21 out of 30 of the most polluted 
cities in the world were in India in 2019 in terms of fine particulate matter.5 Indeed more than 4  
in 10 Indians are exposed to five times the safe limit of particulate matter in the air they breathe.6  
The WHO identified the chief causes as vehicular pollution, industrial emissions, thermal power 
plants, construction dust, waste burning and the use of cheap and dirty fuels such as wood and 
cow-dung for cooking by millions of poor households. 
The problem of air pollution is not unique to India and it is an environmental, social and financial 
risk that costs the world economy more than $5 trillion each year.7 A 2016 report by the OECD 
found that the economic costs of air pollution result from three principal effects: reduced crop 
yields, increased healthcare spending and reduced labour productivity.

As shareholders and allocators of capital, investors have the ability and responsibility to be 
more than reactionaries to the challenge of air pollution. Rather, it is in their best interest to 
actively engage with firms to reduce emissions and to be innovative in developing solutions. 
Such engagement has the potential to improve operations, positively impact valuations and 
decrease the long-term environmental risk of air pollution to their investments. After all, as a 
shared resource, air quality has implications for all sectors of the economy and aspects of human 
well-being.

In August we discussed the issue with one of our Indian companies, APL Apollo Tubes, India’s 
leading branded steel products manufacturer. The Indian construction industry is directly 
impacted by regulations aimed at reducing air pollution. The Indian government has banned 
highly polluting construction activities for between 2 and 3 months every year when air pollution 
reaches its highest levels. This, of course, significantly impacts companies’ productivity and 
returns. However, APL Apollo is insulated from this regulation risk due to their use of steel and 
is thus able to keep its manufacturing facilities open year-round. The relative environmental 
efficiency of steel compared to wood or other metals cannot be overstated. It is the world’s most 
widely recycled material and produces the least wastage.8 This is because it is a zero liquid 
discharge material and 90% of the water used in its production is cleaned, cooled and returned 
to the source, often cleaner than extracted, making it a metal of choice.9 

By switching to more environmentally efficient materials or finding solutions to reduce emissions, 
companies are able to react positively to the problem for both their own profit margins and 
the environment. Therefore, our view is that it is in the best interests of both companies and 
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investors to act to reduce emissions and seek innovative solutions. Given the disproportionate 
impact that air pollution has in emerging markets, investors in the space can play a critical 
role by engaging with the companies in their portfolios. As well as encouraging executives to 
reduce their companies’ pollutant emissions, investors can also share examples of best practice 
to implement. In turn, improvements to air pollution levels help to mitigate this financial risk 
and are also linked to improved worker productivity. Companies that more effectively manage 
this risk are thus improving their cost management and efficiency, and we expect this to be 
reflected in their margins and future valuations. 

This reinforces our belief in the approach we take at Mobius Capital Partners. We believe it is 
our responsibility to fulfil this role as stakeholders in the long-term future of our companies and 
their markets. It is by actively engaging with our portfolio companies that we can work together 
for financial, environmental and social improvements. 

Thank you for your continued support. Please contact Anna von Hahn at anna@
mobiuscapitalpartners.com should you have any questions or would like additional information.

The Mobius Capital Partners Team

Footnotes: 
1.	 IMF World Economic Outlook, October 2020: https://www.imf.org/en/Publications/WEO
2.	 FactSet Earnings Insight
3.	 IMF Monthly Portfolio Flow Dataset
4.	 Peer group consists of: Templeton Emerging Markets Investment Trust, JPMorgan Global Emerging Markets Income 

Trust, JPMorgan Emerging Markets Investment Trust, Genesis Emerging Markets Fund, BlackRock Frontiers 
Investment Trust, Utilico Emerging Markets Trust, Fundsmith Emerging Equities Trust, Mobius Investment Trust 
and Jupiter Emerging & Frontier Income Trust

5.	 IQ Air Rankings https://www.iqair.com/us/world-most-polluted-cities
6.	 Financial Times https://ig.ft.com/india-pollution/
7.	 Time Magazine  https://time.com/4484027/air-pollution-economic-toll-world-bank/
8.	 https://www.aplapollo.com/wp-content/uploads/2018/09/APL_APOLLO_ANNUAL_REPORT_2017-18.pdf 
9.	 ibid 
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“Companies that effectively manage air pollution are improving their cost 
management and efficiency, as well as their margins and future valuations.” 



IMPORTANT NOTICE

This Manager’s Report is not intended to provide the basis for any decision in respect of the Company. An investment 
decision must be made solely on the basis of the prospectus issued by Mobius Investment Trust PLC (the “Company”). 
This Manager’s Report has been prepared solely to provide a basis for potential investors to consider whether to pursue 
an acquisition of shares. No information in this document should be construed as providing financial, investment or other 
professional advice.

No reliance may be placed, for any purposes whatsoever, on the information contained in this Manager’s Report or on its 
completeness and this Manager’s Report should not be considered a recommendation by the Company or Mobius Capital 
Partners LLP (“Mobius”). No representation or warranty, express or implied, is given by or on behalf of the Company, 
Mobius or Jefferies, or any of their respective directors, partners, officers, employees, advisers or any other persons as to 
the accuracy, fairness or sufficiency of the information or opinions contained in this Manager’s Report. Save in the case of 
fraud, no liability is accepted for any errors, omissions or inaccuracies in such information or opinions.

This Manager’s Report includes forward-looking statements. These forward-looking statements include all matters that 
are not historical facts, statements regarding the Company’s intentions, beliefs or current expectations concerning, among 
other things, the Company’s results of operations, financial condition, prospects, strategies and the industry in which the 
Company will operate. By their nature, forward-looking statements involve risks and uncertainties. You are cautioned that 
forward-looking statements are not guarantees of future performance and that the Company’s actual results of operations, 
financial condition and the development of the industry in which the Company operates may differ materially from those 
made in or suggested by the forward-looking statements contained in this Manager’s Report. Past performance is not a 
guide to future performance.

This Manager’s Report is being made on the basis that the recipients keep confidential any information contained herein or 
otherwise made available, whether orally or in writing, in connection with the Company. This Manager’s Report must not 
be copied, reproduced, published, distributed, disclosed or passed to any other person at any time without the prior written 
consent of Mobius. By accepting this Manager’s Report you will be taken to have represented, warranted and undertaken 
that: (i) you have read and agree to comply with the contents of this notice; and (ii) you will treat and safeguard as strictly 
private and confidential all the information contained herein and take all reasonable steps to preserve such confidentiality.
This Manager’s Report is directed only at: (i) persons having professional experience in matters relating to investments, 
i.e. investment professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2005, as amended (the “FPO”); (ii) high net-worth companies, unincorporated associations and other 
bodies within the meaning of Article 49 of the FPO; or (iii) persons to whom it is otherwise lawful to make the Manager’s 
Report. The investment or investment activity to which this Manager’s Report relates is available only to such persons 
and will be engaged in only with such persons. Persons who fall outside categories (i) and (ii) above must check that they 
fall within category (iii). If they do not, they may not attend this Manager’s Report. Any person who does not fall within 
categories (i) to (iii) above may not rely on or act upon the matters communicated at this Manager’s Report. Any person 
falling outside categories (i) to (iii) who has received any document forming part of this report must return it immediately.
The shares have not been and will not be registered under the United States Securities Act of 1933 (as amended) (the 
“Securities Act”) or with any securities regulatory authority of any state or other jurisdiction of the United States, and may 
not be offered or sold within the United States or to, or for the account or benefit of, US Persons (as defined in Regulation 
S under the Securities Act). In addition, the Company has not been and will not be registered under the US Investment 
Company Act of 1940, as amended, and the recipient of this Manager’s Report will not be entitled to the benefits of that Act. 
This Manager’s Report should not be distributed into the United States or to US Persons.

This Manager’s Report does not constitute an offer to sell, or the solicitation of an offer to acquire or subscribe for, shares 
in any jurisdiction where such offer or solicitation is unlawful or would impose any unfulfilled registration, qualification, 
publication or approval requirements on the Company, Mobius or Jefferies. The offer and sale of shares has not been and 
will not be registered under the applicable securities laws of Australia, Canada or Japan. Subject to certain exemptions, the 
shares may not be offered to or sold within Australia, Canada or Japan or to any national, resident or citizen of Australia, 
Canada or Japan.
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