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Carmignac Emergents 1 recorded a performance of +2.61% in the first quarter of 2021 ,
compared with a +6.48% increase in its reference indicator2.

What happened in Emerging Markets during the first quarter of 2021?
During the quarter, emerging-market equities extended the rally kicked off in March last year after
the leading central banks, particularly the Fed and the ECB, moved to expand their balance
sheets with highly aggressive quantitative easing. However, the market rally in this first quarter
was different from the one in 2020 because this time cyclical and value stocks outperformed
growth stocks. That difference resulted from rising nominal and real US interest rates, particularly
on the long end of the yield curve. Investors have begun to price in the gradual re-opening of
economies, including the retail, service and tourism sectors, encouraged by steep declines in
Covid-19 hospitalisations and deaths in countries that have reached high vaccination levels.

How was the fund positioned?
Against this backdrop, given our positioning, focusing primarily on long-term growth themes
with little exposure to cyclical industries, the Fund lagged its reference indicator2. It is worth
pointing out, however, that we did partially anticipate the sector and thematic rotation that
followed the significant outperformance by growth stocks in 2020. That is why, at the beginning
of the year, we proactively increased our exposure to commodity-exporting countries such as
Russia and Brazil and stepped up our allocation to quality cyclical names in South Korea such as
Hyundai and Samsung Electronics and to Maruti Suzuki and ICICI Lombard in India.
During the first quarter, we also continued our profit taking strategy, reducing or closing
positions on stocks we consider having stretched and overpriced valuations, exiting our holdings
in China’s two electric-vehicle manufacturers, Nio and BYD. This sector has been rendered highly
attractive by Beijing’s ambitions and recent regulations to promote the shift to e-Mobility.
However, based on our analysis, we still believe that those stocks are currently overvalued as
new Chinese and foreign competitors enter the market, inevitably exerting downward pressure
on profit margins. We have therefore changed our focus in the EV sector by investing in LG
Chem , a South Korean battery-maker that has become one of our largest holdings, accounting
for 3.9% of the Fund’s net assets (as of 31/03/2021). As the sector is characterised by high barriers
to entry (in terms of both technology and capital expenditure), we expect attractive profits
perspectives for the leading players in this space – with LG Chem being one of them.
We also added Fix Price, Russia’s leading retailer of low-priced products, to our portfolio during
the quarter. Since the mid-2010s, Carmignac Emergents has largely pulled out of retailers like
superstores, but even smaller-scale outfits as well. We feel that with the ongoing digital
revolution putting considerable pressure on the business models of those companies, delivery
and logistics providers are capturing an increasing share of the value added in the business. With
regard to Fix Price, our view is that discount variety stores are the only format that can still be
profitable in a digital era, given that e-commerce cannot match their low prices, least of all in
Russia due to logistics constraints. This new position has given Russia a 6.5% weighting in the
Fund’s net assets (as of 31/03/2021), which is still primarily invested in Asia (80% of total assets).
This reflects the attractive economic fundamentals of a region featuring higher growth and better
economic governance than its other emerging and developed market peers.

What is our outlook for the coming months?

Focus on Beneficiaries of Digital Revolution & Long-Term
Demographic Trends

The portfolios of Carmignac funds may change without previous notice.
Source: Carmignac, Company data 31/03/2021

We have kept our constructive outlook on China, which is still our biggest country allocation,
accounting for 40.7% of total assets including Hong Kong (as of 31/03/2021). In our view, China is
home to the world’s most effectively managed major economy. Beijing’s fiscal and monetary
orthodoxy stands in contrast to the skyrocketing debt levels of developed-world households,
companies and governments, leaving the country with sounder economic fundamentals. The
renminbi has in fact been the strongest major currency in the world since the onset of the
pandemic.
During the quarter, we added a new Chinese name to our portfolio. Tuya , the world’s numberone Internet-of-Things company3, has developed an entire ecosystem of connected objects
(electrical outlets, light bulbs, thermostats, lighting, roller blinds, alarms, water and gas valves,
video entry phones, cameras, entrance gates, garage doors, sprinklers, circuit-breakers, home
appliances and more) that enables users to control their “smart homes” remotely via a single
app. We believe that the Internet-of-Things could well represent the next stage in the industrial
revolution. And as the world leader in that business, we believe Tuya is poised to benefit from its
first-mover advantage, as well as on the fact that it is in the interests of all companies to be
dealing with a single application platform.
We also initiated a position in Ehang , China’s top electric-drone manufacturer. The company’s
drones are already in use in China for topographic mapping, aerial photography and fire-fighting.
But the market has yet to price in the potential of air taxis – and Ehang has already signed several
contracts4 for such taxis with a number of tourist sites in various Chinese cities.
The Fund’s net assets are still primarily invested in Asia (80% of total assets, as of
31/03/2021). This reflects the attractive economic fundamentals of a region featuring
higher growth and better economic governance than its other emerging and
developed market peers.

Current Positioning & Biggest Convictions

* MSCI EM NR (USD) net dividends reinvested
China - including Hong Kong. Excluding derivative positions
Carmignac's portfolios are subject to change at any time. Data are rebased to 100% for Sector & Country positioning.
Source: Carmignac, 31/03/2021

Carmignac Emergents

Grasping the most promising opportunities within the emerging universe
●

Built on longstanding emerging market expertise, aimed at capturing the most profitable
equity opportunities.

●

An actively managed equity exposure to adapt to changing market conditions and limit
volatility.

●

Environmental, social and governance criteria are fully integrated to the investment process.
SFDR 5 Fund Classification: Article 8
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Source: Carmignac, EM Advisors Group, Bloomberg, 31/03/2021.
1 Carmignac Emergents A EUR Acc (ISIN: FR0010149302).
Pa st pe r for ma nce is not ne ce ssa r ily indica t iv e of fut ur e pe r for ma nce . The r e t ur n ma y incr e a se or de cr e a se a s
a r e sult of cur r e ncy fluct ua t ions. The por t folios of Ca r migna c funds ma y cha nge w it hout pr e v ious not ice .
Pe r for ma nce s a r e ne t of fe e s (e x cluding possible e nt r a nce fe e s cha r ge d by t he dist r ibut or ). A nnua lize d
pe r for ma nce a s of 3 1 /0 3 /2 0 2 1 .
2 Reference indicator: MSCI EM NR USD. Daily returns in EUR as of 31/03/2021.
3 Sources: Bloomberg, Company data, CICC Research, Based on 31/01/2021 market share figures.
4 Sources: Company data, Roland Berger Research, Based on 31/03/2021 company disclosure & report.
5 Sustainable Finance Disclosure Regulation (SFDR) 2019/2088. For more information please refer to EUR-lex.
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Main risks of the Fund

EQUITY: The Fund may be affected by stock price variations, the scale of which is
dependent on external factors, stock trading volumes or market capitalization.
EMERGING MARKETS: Operating conditions and supervision in "emerging"
markets may deviate from the standards prevailing on the large international
exchanges and have an impact on prices of listed instruments in which the Fund
may invest.
CURRENCY: Currency risk is linked to exposure to a currency other than the
Fund’s valuation currency, either through direct investment or the use of forward
financial instruments.
DISCRETIONARY MANAGEMENT: Anticipations of financial market changes
made by the Management Company have a direct effect on the Fund's
performance, which depends on the stocks selected.
The Fund presents a risk of loss of capital.

This document is intended for professional clients. This is an advertising document. This document may not be reproduced, in whole or in part, without prior authorisation from the management
company. This document does not constitute a subscription offer, nor does it constitute investment advice. The Management Company can cease promotion in your country anytime. Investors
have access to a summary of their rights in French, English, German, Dutch, Spanish, Italian on the following link:https://www.carmignac.com/en_US. Carmignac Portfolio refers to the sub-funds of
Carmignac Portfolio SICAV, an investment company under Luxembourg law, conforming to the UCITS Directive. The Funds are common funds in contractual form (FCP) conforming to the UCITS
Directive under French law.The return may increase or decrease as a result of currency fluctuations, for the shares which are not currency-hedged. The French investment funds (fonds commun
de placement or FCP) are common funds in contractual form (FCP) conforming to the UCITS Directive under French law. Reference to certain securities and financial instruments is for illustrative
purposes to highlight stocks that are or have been included in the portfolios of funds in the Carmignac range. This is not intended to promote direct investment in those instruments, nor does it
constitute investment advice. The Management Company is not subject to prohibition on trading in these instruments prior to issuing any communication. The portfolios of Carmignac funds may
change without previous notice. Access to the Fund may be subject to restrictions with regard to certain persons or countries. The Fund is not registered in North America, in South America, in
Asia nor is it registered in Japan. The Funds are registered in Singapore as restricted foreign scheme (for professional clients only). The Fund has not been registered under the US Securities Act
of 1933. The Fund may not be offered or sold, directly or indirectly, for the benefit or on behalf of a "U.S. person", according to the definition of the US Regulation S and/or FATCA. The Fund
presents a risk of loss of capital. The risks and fees are described in the KIID (Key Investor Information Document). The Fund's prospectus, KIIDs and annual reports are available at
www.carmignac.com, or upon request to the Management Company. The KIID must be made available to the subscriber prior to subscription. - In Switzerland, the Fund’s respective prospectuses,
KIIDs and annual reports are available at www.carmignac.ch, or through our representative in Switzerland, CACEIS (Switzerland) S.A., Route de Signy 35, CH-1260 Nyon. The paying agent is
CACEIS Bank, Paris, succursale de Nyon/Suisse, Route de Signy 35, 1260 Nyon. - In the United Kingdom, the Funds’ respective prospectuses, KIIDs and annual reports are available at
www.carmignac.co.uk, or upon request to the Management Company, or for the French Funds, at the offices of the Facilities Agent at BNP PARIBAS SECURITIES SERVICES, operating through its
branch in London: 55 Moorgate, London EC2R. This material was prepared by Carmignac Gestion and/or Carmignac Gestion Luxembourg and is being distributed in the UK by Carmignac Gestion
Luxembourg UK Branch (Registered in England and Wales with number FC031103, CSSF agreement of 10/06/2013). - In Spain: Carmignac Patrimoine is registered with Comisión Nacional del
Mercado de Valores de España (CNMV) under number 386, Carmignac Investissement under number 385, Carmignac Sécurité under number 395, Carmignac Emergents under number 387 and
Carmignac Portfolio under number 392.

