
NB: Marten & Co was paid to produce this note on Jupiter Emerging & Frontier Income Trust and it is for information purposes only. It is not intended to encourage the 
reader to deal in the security or securities mentioned in this report. Please read the important information at the back of this note. QuotedData is a trading name of Marten 
& Co Limited which is authorised and regulated by the FCA. Marten & Co is not permitted to provide investment advice to individual investors. 

Off to a great start 
Jupiter Emerging and Frontier Income (JEFI) is a little 
over a year old and appears to have got off to a great 
start. From launch to the end of July 2018, it delivered 
returns ahead of benchmark indices and competing 
investment companies. It has met the 4% dividend 
distribution target it set out in its prospectus and its 
shares have traded within a narrow range, close to 
its net asset value. The lead manager has 
demonstrated his commitment to the fund by 
increasing his personal holding in the trust to 705,000 
shares. 
This update note analyses the drivers of JEFI’s performance (see 
page 6), looks at some of the recent additions to and disposals from 
the portfolio (see page 4) and compares JEFI to its London-listed 
peer group (see page 8). 

Long-term capital and income growth 

JEFI aims to generate capital growth and income, over the long term, 
through investment predominantly in companies exposed directly or 
indirectly to emerging markets and frontier markets worldwide. 
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Sector Global emerging 
Ticker JEFI LN 
Base currency GBP 
Price 101.5p 
NAV 101.3p 
Premium/(discount) 0.2% 
Yield 3.9% 

Share price and prem./(disc.) 
Time period 15/05/2017 to 27/08/2018 

Source:  Morningstar, Marten & Co 

Performance since launch 
Time period 15/05/2017 to 31/07/2018 

Source:  Morningstar, Marten & Co 

Domicile UK 
Inception date 15 May 2017 
Managers Ross Teverson 

Charles Sunnucks 
Market cap (GBP) 94.2m 
Shares outstanding 92.843m 
Daily vol. (1-yr. avg.) 117k shares 
Net gearing (9.3%) 

  Click here for QuotedData’s initiation note 
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Look through the noise 
The long-term arguments for investing in emerging and frontier markets were set out in 
QuotedData’s initiation note and, as that note pointed out, beyond operating a risk 
overlay on the portfolio, the managers do not formulate macroeconomic views or 
incorporate them into their thinking when selecting stocks for the portfolio. As such, this 
note will not dwell on the political and economic backdrop to the drivers of Jupiter 
Emerging & Frontier Income (JEFI)’s performance or portfolio construction. 

It is hard to ignore completely however, the rambling rhetoric emerging from the White 
House, the strength of the dollar and a few country-specific problems. 

Ongoing threats of trade wars have impacted on some markets. Vietnam’s benchmark 
VN Index, for example, is 17.5% down from its peak. Nevertheless, intra-regional trade 
is accelerating in Asia and this may lessen any blow. Here the focus has switched from 
the Trans-Pacific Partnership (TPP) deal, which went ahead without the US, to the 
RCEP (Regional Comprehensive Economic Partnership), which will also include China 
and India. At the same time, China is pushing ahead with its Belt and Road initiative, 
which is an investment programme aimed at deepening trade links and improving 
transport infrastructure across much of the world excluding the Americas. 

The managers think that a stronger US dollar is not a significant problem for most 
countries and companies that they favour. They have been actively avoiding companies 
engaged in the US dollar carry trade (borrowing cheaply in US dollars to invest in higher 
returning assets in emerging and frontier markets – which is fine until the exchange rate 
moves against you and your borrowing costs soar in local currency terms). They also 
note the potential problem looming with an excess of dollar denominated debt in 
Argentina and Turkey (Turkey’s government bond market is in freefall, with yields 
nudging 22% on its 10-year debt as US sanctions bite). JEFI’s portfolio is not exposed 
to Argentina and has just one Turkish holding, Anadolu Hayatt, Turkey’s leading 
insurance firm. The managers say their investment thesis is that the company already 
has an attractive dividend yield and is well positioned to profit from low but improving 
life insurance product penetration and significant pension reform targeted at developing 
Turkey’s nascent private pension market. 

Asset allocation 
JEFI’s geographic and industrial sector weightings are the product of the managers’ 
stock selection decisions and are not subject to targets. Figures 1 and 2 show how the 
portfolio was positioned at the end of June/July 2018. 

QuotedData’s initiation note was based on data as at 31 October 2017. Since then, the 
managers have added to the trust’s industrials sector exposure at the expense of 
technology. There has been no substantive change in the fund’s geographical 
exposure. 

 

QuotedData’s initiation note set 
out the long-term arguments for 
investing in emerging and 
frontier markets 

New trade pacts such as RCEP 
offer hope of greater intra-
regional trade 

The managers have been 
avoiding companies engaged 
in the US dollar carry trade 
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Figure 1: Asset allocation by country as at 31 July 2018 Figure 2: Asset allocation by sector as at 30 June 2018 

  
Source: Jupiter Emerging & Frontier Income Trust Source: Jupiter Emerging & Frontier Income Trust 

JEFI retains an underweight exposure to China relative to the MSCI indices. In Russia, 
the managers believe that valuations look particularly cheap following the imposition of 
new sanctions. JEFI holds Sberbank and Norilsk Nickel, both of which the managers 
think should not be unduly affected. As mentioned on page 2, Vietnam’s stock market 
has been affected by the threat of trade wars. However, JEFI’s exposure is restricted 
to dairy company, Vinamilk, whose earnings the managers believe should prove 
relatively defensive. 

Top 10 holdings 

Figure 3: Top 10 holdings as at 31 July 2018 
 Country/Region Sector % of gross assets 
Wilson, Sons Brazil Industrials 3.8 
Corp Inmobiliaria Vesta Mexico Real estate 3.8 
NagaCorp Cambodia Consumer services 3.4 
KCB Kenya Financials 3.3 
Ginko International Taiwan Consumer goods 3.2 
Sberbank Russia Financials 3.2 
Chroma ATE Taiwan IT 3.2 
Grit Real Estate Africa ex South Africa Real estate 3.1 
NWS Holdings Hong Kong Consumer services 3.1 
Samsung Electronics Korea IT 3.0 
Total   33.1 

Source: Jupiter Emerging and Frontier Income, Bloomberg, Marten & Co 

On the face of it, the top 10 holdings have changed significantly since QuotedData’s 
last note was published but, as Figure 3 demonstrates, the top end of the portfolio is 
fairly evenly distributed and so small market moves can affect the composition of the 
top 10 considerably. The managers say that portfolio turnover was just 11% in the first 
half of 2018. 
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Wilson, Sons 

Wilson, Sons continued to invest in its ports and logistics operations through Brazil’s 
recession. The managers say that its asset base is underutilised and, therefore, any 
upturn in its revenue should translate into an improvement in its profitability. The 
managers also see opportunities for it to spin off some assets at valuations that would 
make the remaining business look inexpensive. The firm has announced that it is 
reviewing the possibility of disposing of its container terminals. This is material as recent 
transactions involving terminal assets in Brazil have been done at multiples 
meaningfully higher than the multiple that Wilson, Sons is currently trading on, (Wilson, 
Sons trades at around 6x its forecast enterprise value to earnings before interest, tax, 
depreciation and amortisation (EV/EBITDA) multiple for 2018, however, terminal 
transactions have been done at 10x-14x.) 

NagaCorp 

NagaCorp is a Cambodian gaming and entertainment company. It is an owner/operator 
of a casino in Phnom Penh and part of the attraction is that it offers investors a high 
starting dividend yield. The managers say that a large extension to its floor space (a 
development it is calling Naga 2) should underpin its future growth. Naga 2 includes 
1,000 rooms, 38 luxury VIP suites and a 2,500 seat theatre. 

While Naga cannot market its gaming activities to Chinese customers, it can promote 
its other leisure operations. The resort’s clients are a mix of Chinese, Malaysians, 
Vietnamese and Thais (locals are not permitted to gamble). The managers say that 
they made a careful assessment of the ESG (environmental, social and governance) 
risks of the stock before making the purchase. 

Sands China is the other major gaming stock in the portfolio. It is based in Macau and 
is more exposed to the ‘high roller’ market than Naga. However, part of the plan with 
Naga 2 is to offer more premium gaming opportunities. 

Other top 10 holdings 

With regard to the other top 10 holdings: Vesta is a Mexican property company with 
interests in industrial and logistics facilities across that country; KCB is a Kenyan bank 
with interests across east Africa; Taiwanese contact lens manufacturer, Ginko, was 
discussed in QuotedData’s last note (see page 6 of that note); Chroma ATE is a 
Taiwanese electronic testing solutions company; GRIT Real Estate is a company that 
recently listed in London. It offers an 8.5% yield and the potential for NAV accretion; 
and NWS Holdings is a conglomerate with interests in Chinese businesses as diverse 
as transport, logistics, facilities management, healthcare services and construction.  

New investment - UBL 

Pakistan’s stock market has de-rated since it was promoted to the MSCI Emerging 
Markets Index (from the Frontier Markets Index). The managers think there is a chance 
that new Prime Minister, Imran Khan, can tackle some of the country’s corruption 
problems but he will also have to contend with whatever conditions the IMF 
(International Monetary Fund) chooses to impose on the country if, as rumoured, he 
approaches it for funds. Pakistan tends to have more imports than exports but foreign 
investment, particularly from China as it progresses its Belt and Road policy, is strong. 

The managers have added United Bank (UBL), Pakistan’s second largest bank, to the 
portfolio. They believe its corporate governance is good, helped rather than hindered 

Figure 4: Wilson, Sons share 
price over one year  

 
Source: Bloomberg, Marten & Co 
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by being a family-controlled business. Pakistan has a very low penetration of financial 
products including bank accounts – much lower than India, for example. Consumer 
debt levels are very low by international standards, although to some extent there are 
cultural reasons why this is the case. Pakistan’s banks can make high returns on equity 
(they can even make a decent margin on holding government bonds). JEFI’s managers 
draw an analogy between Pakistan today and Indonesia in the early 2000s. 

The managers have also been looking at automotive manufacturers in Pakistan. In the 
past, inconsistent supplies of electricity hampered manufacturers in the country but 
things are improving. 

New investment – Salmones Camanchaca 

JEFI owned a stake in Chilean wine production company, VSPT Wine Group. This was 
acquired by its parent at a price that gave JEFI a solid uplift but, unfortunately, less than 
the managers thought the stock might fetch in time. 

The proceeds from this sale were recycled into a Chilean salmon farming company, 
Salmones Camanchaca, in its IPO. This is a stock that is also held by Jupiter’s 
sustainable investment team. Part of the attraction is that there is a limited and 
controlled supply of farmed salmon, while policymakers are clamping down on rogue 
producers. To some extent there is also a consolidation story in this sub-sector. The 
managers say that the stock offered a reasonable starting yield and the prospect of 
dividend growth. They also say that it has a clear roadmap for investment/organic 
growth, has limited leverage, (which is a key constraint on the valuation of other 
emerging market companies specialising in the production of animal/fish protein) and, 
moreover, it helps increase portfolio diversification. 

New investment – Huayu Automotive Systems 

Huayu Automotive Systems is a leading Chinese auto components company listed on 
its domestic A share market. The company operates in a sector that can be affected by 
economic cycles but the managers say that they were reassured that half the 
company’s market cap is accounted for by the net cash on its balance sheet. The yield 
is 5% and the dividend is forecast to grow. The company is a listed subsidiary of 
Chinese auto giant, SAIC. Part of the attraction is that the company offers exposure to 
the shift to electric vehicles and a strong product launch pipeline. The managers also 
say that shareholders are positioned to benefit – 1) as the firm diversifies its client mix 
(including export growth), 2) from a favourable sales product mix shift change (including 
extending their product offering into battery management systems, intelligent braking 
and powertrain), and 3) from an improvement in capital management (including a 50% 
dividend payout). 

Sales 

Disposals include VSPT (which was taken private, as mentioned above), State 
Bank of India, Hengan International and Brazilian education company, Kroton. 
In common with most public banks in India, State Bank of India has been hit by 
provisions for non-performing loans (where the borrower is failing to repay interest 
and/or the amount borrowed). The Indian banking regulator has toughened up the 
rules related to accounting provisions for non-performing loans which might 
accelerate the resolution of this problem. It has left the bank looking thinly capitalised, 
however. 

Swapping wine for salmon in 
Chile 
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Chinese tissue paper and sanitary products business, Hengan International, was sold 
on valuation grounds after a strong period of price performance. The managers believe 
the market came to appreciate the positive impact of an improved sales structure on 
the company’s margins. The stock rerated to 20x 2018 earnings and the yield had fallen 
to around 3% (from 4% at the time of purchase).  

Brazilian educational service company, Kroton, was supposed to be consolidating its 
market but regulators have opposed this on anti-monopolistic grounds and this has 
damaged its prospects in the managers’ eyes. 

Atrium sold down to finance GR1T 

One stock that has been reduced is Atrium, the Polish real estate company. JEFI had 
been reducing its real estate exposure ahead of the successful IPO of African property 
company, GRIT Real Estate (GR1T), which they had decided to add to JEFI’s portfolio. 
The managers were not keen to increase JEFI’s overall exposure to real estate. This is 
not a ‘top down’ call, as this is not their style, but does reflect their policy of assessing 
and controlling concentration risk. 

Performance 
Figure 6: NAV TR relative to MSCI Frontier Markets Figure 7: NAV TR relative to MSCI Emerging Markets 

  
Source: Morningstar, Marten & Co Source: Morningstar, Marten & Co 

Figure 6, 7 and 8 demonstrate the fund’s outperformance of both the MSCI Frontier 
Markets Index and MSCI Emerging Markets Index from launch to the end of July 2018. 

Figure 8: Total return performance over periods ending 31 July 2018 
Heading 1 month 

(%) 
3 months 

(%) 
6 months 

(%) 
1 year 

(%) 
since launch 

(%) 
JEFI Price (0.7) 0.2 (6.4) 1.6 8.6 
JEFI NAV 2.6 (0.4) (2.7) 7.6 11.9 
MSCI Frontier Markets Index 4.3 (4.7) (5.3) 3.8 6.0 
MSCI Emerging Markets Index 2.9 (0.8) (4.5) 4.9 10.2 
MSCI World Index 3.8 8.9 6.6 12.4 14.3 

Source: Morningstar, Marten & Co 

To date, 2018 has been a tough period for emerging and frontier markets, as sentiment 
has been affected by the macroeconomic and political factors referred to on page 2. 
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As is evident in Figure 9, JEFI has also been fighting against a headwind comprised of 
the technology sector (not a sector known for its high yielding stocks), China (where 
JEFI is underweight relative to indices), underperforming frontier markets and large 
caps outperforming small caps – JEFI has an overweight exposure to both frontier 
markets and small caps. 

China and Hong Kong account for well over 30% of the MSCI Emerging Markets Index 
and firms such as Alibaba and Tencent dominate (comprising 8.9% of the index at the 
end of July). 

Figure 9: Selected price movements since launch, in sterling 
 Change 

(%) 
Exposure 

JEFI (NAV) 4.6  
MSCI China 19.8 Underweight 
Alibaba 46.5 Underweight 
Tencent 38.3 Underweight 
MSCI Frontier Markets 2.5 Overweight 
MSCI EM small cap 4.0 Overweight 

Source: Bloomberg, Marten & Co 

Against that backdrop, JEFI can be said to have had a good start. Two stocks that 
influenced returns, positively and negatively, were MHP and Ascendis Healthcare, 
respectively. 

Positive – MHP 

MHP is a Ukrainian poultry producer. It has done well as poultry prices have improved. 
It is not exposed to the troubled east of the country and the managers like the fact that 
it persevered with interest payments on its debt throughout the crisis. The backdrop 
was one of oversupply in the industry. Higher exports to the Middle East have helped 
address that situation. Profit margins are improving and the managers believe the 
company’s debt is manageable. 

 

 

Negative – Ascendis Health 

South African consumer brand and healthcare product company, Ascendis Health, has 
seen its share price fall by about 33% year to date. The managers think local investors 
may have been influenced by the well-publicised problems with Steinhoff International 
(a South African company that used debt to finance acquisitions of businesses outside 
the country). Ascendis also has a track record of considerable mergers and acquisitions 
activity. JEFI’s managers are sticking with the stock but, despite the fall, the yield is not 
high enough, in their view, to justify adding to the holding. Ascendis is undertaking a 
strategic review and the results of this are due to be published early in September 2018. 

 

 

 

 

JEFI has outperformed despite 
an underweight exposure to 
technology and China, frontiers 
exposure and overweight 
exposure to small and mid 
caps 

Figure 10: MHP share price over 
one year 

 
Source: Bloomberg, Marten & Co 

Figure 11: Ascendis Health 
share price over one year 

 
Source: Bloomberg, Marten & Co 
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Peer group 

JEFI is in many ways unique within the investment company universe. It sits within the 
AIC’s global emerging market sector but no other London-listed investment company 
has a policy of investing across both emerging and frontier markets and only one other 
company, JPMorgan Global Emerging Markets Income Trust, invests in a portfolio of 
predominantly above-average yielding equities. Other trusts in the sector that pay a 
high dividend yield manufacture a significant part of this by distributing capital. 

Figure 12: Peer group comparison as at 24 August 2018 
Heading Market cap 

(£m) 
Premium/ 

(Discount) (%) 
Yield 

(%) 
Ongoing 

charge  
(%) 

Jupiter Emerging & Frontier Markets Income 94 0.2 3.9 1.33 
Aberdeen Emerging Markets 258 (15.3) 3.6 1.08 
Aberdeen Frontier Markets 46 (10.9) 2.7 2.01 
BlackRock Frontiers 291 1.2 3.6 1.45 
Fundsmith Emerging Equities 339 1.5 0.0 1.91 
Genesis Emerging Markets 929 (12.5) 1.5 1.43 
JPMorgan Emerging Markets 1,083 (12.7) 1.3 1.07 
JPMorgan Global Emerging Markets Income 359 (7.4) 4.0 1.30 
Templeton Emerging Markets 1,855 (13.4) 2.1 1.09 

Source: Morningstar 

The peer group used in Figures 12 to 14 excludes Ashmore Global Opportunities and 
Terra Capital, which are in the throes of liquidating their portfolios, and Utilico Emerging 
Markets, which has a narrow sectoral focus. 

Should JEFI’s board wish to expand the trust, it could be helped in this regard by its 
tight discount (it has often traded at a modest premium) and its high yield. Expansion 
should help to reduce its ongoing charges ratio, which is already towards the lower end 
of the peer group, as it spreads its fixed costs over a wider base. 

Figure 13: JEFI relative to peer group average - NAV total returns since JEFI’s launch, rebased to 100 

 
Source: Morningstar, Marten & Co 
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Figure 14 breaks down the peer group’s returns, fund by fund. JEFI ranks third of 10 
funds in terms of NAV total return since launch, despite the underperformance of 
frontier markets relative to emerging markets over that period. 

Figure 14: NAV total returns over periods ending 31 July 2018 
Heading 1 month 

(%) 
3 months 

(%) 
6 months 

(%) 
1 year 

(%) 
Since 

launch (%) 
Jupiter Emerging & Frontier Markets Income 2.6 (0.4) (2.7) 7.6 11.9 
Aberdeen Emerging Markets 2.1 (1.6) (5.9) 2.4 7.2 
Aberdeen Frontier Markets 0.1 (8.2) (9.2) (11.1) (10.2) 
BlackRock Frontiers 3.4 (4.9) (5.8) 5.8 7.5 
Fundsmith Emerging Equities 3.6 4.1 5.8 11.6 13.8 
Genesis Emerging Markets 0.7 (1.3) (4.2) 4.3 8.4 
JPMorgan Emerging Markets 4.4 3.2 (1.2) 8.8 13.8 
JPMorgan Global Emerging Markets Income 2.6 (0.0) (6.4) 1.9 8.1 
Templeton Emerging Markets 3.8 1.1 (2.3) 6.6 8.8 

Source: Morningstar, Marten & Co 

Dividends 
JEFI has declared two dividends since launch, both of 2p per share, payable in January 
and June 2018. In its prospectus, JEFI’s board said it intended to pay an interim 
dividend of 1.5p for the period from 31 May 2018 to 30 September 2018 in January 
2019. 

Net revenue per share for the period from launch until 31 March 2018 was 3.15p. JEFI’s 
prospectus said that the intention was that, over the long-term, dividends would be 
covered by earnings. 

Premium/(discount) 
Figure 15: Premium/(discount) since launch  

 
Source: Morningstar, Marten & Co. 
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As illustrated in Figure 15, JEFI has traded at a premium for most of the period since 
its launch in May 2017 (an average premium of 1.7%). The premium may reflect JEFI’s 
performance track record. It has also been helped by the provision of an annual 
redemption facility, which allows investors to cash in some or all of their investment at 
a price at or close to NAV, and which was described in QuotedData’s initiation note. 
The first redemption opportunity was provided in June 2018 and 176,173 shares were 
offered back to the company. All of these were placed with other buyers. 

Fund profile 
Jupiter Emerging & Frontier Income Trust (JEFI), launched in May 2017, invests 
globally in stocks that provide exposure to emerging and frontier markets (any country 
that is not classified as developed or emerging). The aim is to generate both capital 
growth and income, over the long term using an investment approach that is essentially 
benchmark agnostic, unconstrained and focused on identifying positive change (see 
pages 6 to 8 of QuotedData’s November 2017 initiation note for more details of JEFI’s 
investment process).  

Investment manager 

JEFI’s portfolio is managed by Ross Teverson, who is assisted by Charles Sunnucks 
(together, the managers), both of Jupiter Asset Management (Jupiter). There are eight 
people in Jupiter’s emerging markets team. The managers can also draw on the 
expertise of Jupiter’s wider pool of asset managers and analysts.  

Previous publications 
Readers interested in further information about JEFI, such as investment process, fees, 
capital structure, trust life and the board, may wish to read QuotedData’s initiation note, 
A very successful fundraise, published on 28 November 2017. You can read the note 
by clicking on the link above or by visiting the website.  
  

Benefitting from positive 
change 

4% yield, annual redemption 
facility 

You can access the fund’s 
website here 

https://www.quoteddata.com
https://www.jupiteram.com/UK/en/Individual-Investors/Our-Funds/Asset-Classes/Equities/Jupiter-Emerging-and-Frontier-Income-Trust-PLC
https://quoteddata.com/2017/11/jupiter-emerging-frontier-income-successful-fundraise/
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IMPORTANT INFORMATION  

Marten & Co (which is authorised and regulated 
by the Financial Conduct Authority) was paid to 
produce this note on Jupiter Emerging & 
Frontier Income Trust. 

This note is for information purposes only and 
is not intended to encourage the reader to deal 
in the security or securities mentioned within it.  
  

Marten & Co is not authorised to give advice to 
retail clients. The research does not have 
regard to the specific investment objectives, 
financial situation and needs of any specific 
person who may receive it. 

This note has been compiled from publicly  
available information. This note is not directed  
  

at any person in any jurisdiction where (by 
reason of that person’s nationality, residence or 
otherwise) the publication or availability of this 
note is prohibited. 

Accuracy of Content: Whilst Marten & Co uses reasonable efforts to obtain information from sources which we believe to be reliable and to ensure 
that the information in this note is up to date and accurate, we make no representation or warranty that the information contained in this note is 
accurate, reliable or complete. The information contained in this note is provided by Marten & Co for personal use and information purposes generally. 
You are solely liable for any use you may make of this information. The information is inherently subject to change without notice and may become 
outdated. You, therefore, should verify any information obtained from this note before you use it. 

No Advice: Nothing contained in this note constitutes or should be construed to constitute investment, legal, tax or other advice. 

No Representation or Warranty: No representation, warranty or guarantee of any kind, express or implied is given by Marten & Co in respect of any 
information contained on this note. 

Exclusion of Liability: To the fullest extent allowed by law, Marten & Co shall not be liable for any direct or indirect losses, damages, costs or 
expenses incurred or suffered by you arising out or in connection with the access to, use of or reliance on any information contained on this note. In 
no circumstance shall Marten & Co and its employees have any liability for consequential or special damages. 

Governing Law and Jurisdiction: These terms and conditions and all matters connected with them, are governed by the laws of England and Wales 
and shall be subject to the exclusive jurisdiction of the English courts. If you access this note from outside the UK, you are responsible for ensuring 
compliance with any local laws relating to access. 

No information contained in this note shall form the basis of, or be relied upon in connection with, any offer or commitment whatsoever in  
any jurisdiction. 

Investment Performance Information: Please remember that past performance is not necessarily a guide to the future and 
that the value of shares and the income from them can go down as well as up. Exchange rates may also cause the value of 
underlying overseas investments to go down as well as up. Marten & Co may write on companies that use gearing in a number 
of forms that can increase volatility and, in some cases, to a complete loss of an investment. 
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