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• The Polen Global Emerging Markets Growth 
Composite Portfolio (the “Portfolio”) returned 
12.67%, gross of fees, for the fourth quarter. The 
MSCI Emerging Markets Index (the “Index”) rallied 
19.70% in the fourth quarter as abundant liquidity 
and hopes for a globally synchronized, vaccine-led 
economic recovery helped push markets higher. 

• For the full year 2020, the Portfolio returned 
16.05%, gross of fees, compared to 18.25% for the 
Index.  

• The coronavirus delivered a blow to emerging 
markets in 2020, with GDP declining for the first 
time in decades. Encouragingly, however, data 
indicates the outlook is rapidly improving. The IMF 
expects a strong cyclical recovery in 2021, with 
developing world GDP set to advance by 6.6%, more 
than making up for losses of 2020. 

• Despite the severe headwind the pandemic has 
brought to emerging markets, we believe the 
foundations for a strong decade ahead remain 
intact.

• From a Portfolio perspective, we estimate that our 
holdings were able to grow their earnings by 
approximately 11% on a weighted average basis in 
2020. As the anticipated recovery kicks in, we 
forecast Portfolio earnings growth could accelerate 
to 39% in 2021. This would mean that our Portfolio 
could potentially grow its aggregate earnings by 
over 50% over a two-year period. 

• We made one portfolio adjustment during the 
fourth quarter, adding to Russian online search 
engine Yandex.

Seeks Growth & Capital Preservation (Performance (%) as of 12-31-2020)

Qtr YTD Inception

Polen Global Emerging Markets Growth (Gross) 12.67 16.05 16.05

Polen Global Emerging Markets Growth (Net) 12.39 14.90 14.90

MSCI Emerging Markets 19.70 18.25 18.25

The performance data quoted represents past performance and does not guarantee future results. Current performance may be lower or higher. Periods over 
one-year are annualized. 

The commentary is not intended as a guarantee of profitable outcomes. Any forward-looking statements are based on certain expectations and assumptions that 
are susceptible to changes in circumstances. 
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Commentary

Pandemic Creates Severe Headwinds, but Data 
Indicates the Outlook is Rapidly Improving

2020 marked the first full year for our Polen Global Emerging 
Markets Growth strategy, and quite a year it has been. The 
pandemic has struck emerging markets just as hard as the 
developed world. But, in many ways, we believe the impact on 
emerging markets has been even more severe. Many middle- and 
low-income countries have struggled to contain the outbreak and 
have seen reported cases climb sharply. Medical resources–which 
were already limited–have been stretched to the limit, and 
government-ordered lockdowns have crippled livelihoods where 
few social safety nets exist. Even parts of the world that have 
been more successful in containing the pandemic, notably East 
Asia, have endured some element of shutdowns and the 
associated economic consequences. 

Across the emerging world, in aggregate, this interruption to 
activity represents an economic shock that far outstrips the 
impact of previous economic slumps such as the Tequila Crisis 
(1994), the Asian Financial Crisis (1997), or the 2008 Financial 
Crisis, as measured by GDP Growth. By IMF estimates, Emerging 
Market GDP will decline by 3.3% in 2020. As shown in the chart, 
2020 marks the first full year emerging markets have recorded a 
recession since at least 1980.

As ever, there are real people behind these numbers. In India, GDP 
is projected to have fallen by 10.3% in 2020 and average annual 
incomes have declined by $135 USD, as estimated by the Indian 
Ministry of Statistics and Programme Implementation (MOSPI). 
With the average Indian earning just $1,400 USD per year, a 10% 
reduction in income hits home very hard.

That said, data indicates the outlook is rapidly improving. The IMF 
expects a strong cyclical recovery in 2021, with developing world 
GDP set to advance by 6.6%, more than making up for losses of 
2020. For better or worse, fiscal and monetary responses have 
been constrained, which we believe means that less unwinding of 
stimulus will be required in the coming years. In most cases, 
sovereign balance sheets are in decent shape, and monetary policy 
has remained conventional. Despite the severe headwind the 
pandemic has brought to emerging markets, we believe the 
foundations for a strong decade ahead remain intact.

Developing World Stock Markets in 2020

The MSCI Emerging Markets Index’s (the “Index”) 18% return in 
2020 is perhaps a little surprising given the unexpected pandemic-
induced disruption. Historically, emerging markets have reacted 
dramatically to economic shocks. The Index was down -13% in 1997 
amid the Asian Financial Crisis, -32% in 2000’s dot-com bubble, 
and -54% in the 2008 Global Financial Crisis. But this time in 
2020, markets seemed to have shrugged off the immediate 
disruption and looked to the future. In this respect, emerging 
markets indices have generally mirrored those in the West. 
Despite the significant economic disruption, like in the developed 
world, the mood seems to be “risk on.” 

Markets rewarded certain themes in 2020. Green energy is very 
much in vogue, whether it be electric vehicles or other renewables 
supply chains. So too is consumer tech. Record high valuations in 
these areas have not appeared to discourage equity investors 
from stumping up capital to fund aggressive growth ambitions, 
seemingly without regard to proof of unit economics or cash-burn 
rates, in our opinion. Concepts such as profitability, for now at 
least, generally appear secondary to factors like customer 
acquisition and other “blitz scaling” strategies. 

Our investment guardrails—with strict criteria for profitability, 
return on invested capital, strong balance sheets, and return on 
equity—preclude us from investing in many of these companies. 
We also believe that intrinsic value and purchase price are 
important elements to long-term returns. As ever, our focus 
remains on finding and investing in quality growth companies, as 
defined by our guardrails, that can be purchased at a fair price 
and can potentially compound their earnings at a double-digit 
rate year after year. Over time, we expect the performance of our 
Polen Global Emerging Markets Growth Composite Portfolio (the 
“Portfolio”) to follow this earnings growth. In this respect, we are 
extremely pleased with the underlying business performance of 
our Portfolio companies in 2020, and as we turn to 2021, we feel 
increasingly positive about their outlook.
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Portfolio Company Earnings Performance

We estimate that the Portfolio delivered weighted average 
earnings growth of approximately 11% in 2020, very pleasing to us 
given the 3% decline in GDP noted previously. This compares to an 
estimated weighted average decline of 1.3% for the earnings of 
the companies in the Index (we have used third party analyst 
estimates for our calculations). 

We believe this is encouraging and 
demonstrates that the Portfolio of quality 
growth businesses is navigating the 
pandemic better than the average emerging 
market company.

By our estimates, approximately half our investee companies 
recorded positive earnings growth in 2020. These businesses are 
predominantly the digitally enabled companies that have 
benefitted from the pandemic to some degree or another. It also 
includes a select few consumer staples producers who have been 
able to dynamically adjust their supply chains to the disruptions 
and meet the rising demand from stay-at-home consumers. These 
holdings represent about 55% of the Portfolio, and on average, 
grew their earnings by approximately 25%. 

Correspondingly, about half of our holdings suffered earnings 
declines this year. This group includes ten companies that 
predominantly serve their customers via brick-and-mortar 
distribution channels. These companies operate in industries such 
as electronics retail, convenience stores, hospitality, pharmacies, 
and luxury retail. As to be expected, the pandemic has 
significantly and directly impacted these businesses. This impact 
on profitability has been even greater than on sales as operating 
de-leverage means that even a small reduction in footfall results 
in a material impact on earnings. Our other holdings that 
experienced earnings decline were predominantly producers of 
discretionary products that serve these channels, such as 
producers of alcoholic spirits or motorbikes. 

We estimate that, on average, the Portfolio’s group of businesses 
that suffered during the pandemic experienced an approximately 
21% decline in earnings in 2020. However, their lower weighting 
(approximately  40%) meant that their proportionate impact on 
the Portfolio was smaller than the contributors. As we roll into 
2021 and economies continue to reopen, we expect to see a 
substantial rebound in their earnings. Consensus estimates 
project that these holdings will see average earnings growth of 
63% in 2021. Encouragingly, the holdings that were able to deliver 
earnings growth in 2020 are expected to build on that strong 
performance in 2021. Analysts estimate that the average 25% 
earnings growth that they delivered in 2020 will be followed by 
20% growth this year. 

Taken together, the Portfolio is projected to potentially grow its 
earnings on a weighted average basis by 39% in 2021. Essentially, 
over the two-year period 2020-2021, the Portfolio’s businesses 

could potentially deliver over 50% cumulative earnings growth. 

Portfolio Performance & Attribution

The Portfolio returned 12.67%, gross of fees, for the fourth 
quarter, trailing the Index return of 19.70%. Factors such as 
abundant liquidity and hopes for a globally synchronized recovery 
led by vaccine-based optimism helped push markets higher. For 
the full year 2020, the Portfolio returned 16.05%, gross of fees, 
compared to 18.25% for the Index.

For the fourth quarter, allocation headwinds drove the Portfolio’s 
relative underperformance, but stock selection lifted results. An 
underweight to information technology, the top-performing 
sector in the Index, was a drag on performance. An overweight to 
the consumer discretionary sector also detracted, but favorable 
stock selection within the sector added relative value and was the 
leading contributor to returns. For the trailing 12 months, the 
Portfolio’s underweight to financials and overweight to the 
consumer discretionary sector contributed to returns. An 
underweight to information technology weighed on performance. 

From a country perspective, China and Russia drove relative 
underperformance for the quarter as positions within those 
countries pulled back after delivering attractive returns for the 
year. In fact, Russia and China were the top contributors for the 
year, based on security selection.
Currency was also a headwind for both the fourth quarter and the 
year. 

In terms of style factors, our preference for profitable companies 
with low levels of debt did not work in our favor during the fourth 
quarter. But for the year, our preference for businesses with 
minimal debt helped to support returns. 

In terms of individual companies, Anta Sports was the top 
individual contributor in the quarter, while Prosus was the top 
contributor for the year. 

Anta Sports is a dominant sportswear company in China, and it 
continues to grow its market share. As a leading domestic 
sportswear brand, we believe it has differentiated itself by 
showing a relentless focus on brand building through initiatives 
such as sponsoring athletes like Klay Thompson and the China 
Olympic Committee. Despite the impact of COVID-19, company 
earnings have recovered throughout the year.

Prosus is an investment group with a long-term approach that we 
believe has shown tremendous financial discipline and a 
willingness to invest opportunistically throughout the cycle. 
Shares appreciated on the back of Tencent’s strong performance, 
of which the company has a 31% ownership stake.

In terms of detractors, Alibaba Group weighed the most on 
returns in the quarter, while ICICI Bank was the top detractor for 
the year. 
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For Alibaba Group, many investors focused on news that Alibaba’s 
Ant Group IPO would be delayed. Chinese regulators said the 
company did not meet regulatory and disclosure requirements for 
the IPO. In addition, China’s State Administration for Market 
Regulation announced an investigation into anti-competitive 
behavior by Alibaba under the nation’s Anti-Monopoly Law. 
Regardless of regulation, we continue to view Alibaba to be one of 
the most cash generative (it made circa $20B USD of free cash 
flow in calendar year 2019) and structurally advantaged 
businesses anywhere in the world.

Lastly, we sold our shares in Indian financial ICICI Bank in the first 
quarter as we expected shelter-in-place orders to have a severe 
and enduring impact on its loan book and credit quality. We chose 
to reallocate the proceeds into other opportunities.

Portfolio Activity

We made one portfolio adjustment during the fourth quarter, 
adding to Russian search engine and Google compare, Yandex. 
We believe Yandex is one of the best run, most innovative internet 
platform companies in the emerging market universe. It has 
outcompeted Google in its home country, whereas most other 
players have failed, and holds a circa 60% position in the Russian 
desktop and mobile search market. We believe there are many 
years of attractive double-digit growth ahead for its core search 
operation, which we expect will continue to take share of Russia’s 
advertising market.

Yandex continues to build on its search capabilities to develop an 
all-encompassing ecosystem that reaches across a broad sweep 
of consumer needs and wants. The company appears to be rapidly 
accelerating towards a future where it can potentially operate a 
domestic suite of services equivalent to Google, Door Dash, 
Waymo, Uber, Netflix, Spotify, Alibaba, and Ant Financial, all 
combined. Synergies exist in unifying all these services, and we 
believe Yandex is one of the leading businesses globally that is 
exploring just how material these synergies may be. 

From a platform perspective, the digital infrastructure and 
algorithms required to excel in these industries clearly overlap. But 
we think the greater opportunity may actually be on the 
distribution side. By harnessing all these capabilities within the 
Yandex network, the company may be able to enhance and 
expand visibility across its own platforms. This could potentially 
reduce customer acquisition costs, which would otherwise form a 
considerable part of a standalone business’s cost structure. As an 
ecosystem, Yandex could become the lowest-cost producer in 
each of these individual markets, implying a material competitive 
advantage. Further, the large amount of data it acquires through 
its multiple consumer touchpoints ultimately feeds back to 
Yandex’s core advertising business. Backed by this consumer 
insight, return on advertising at Yandex could become the highest 
in the market, potentially underwriting market share gains. 

As a thought experiment, imagine what Google might become if it 
were to additionally offer market-leading mobility, entertainment, 
shopping fulfillment, and digital finance products all in one. This is 
the future Yandex aims to achieve. No doubt, not everything will 
go to plan. Still, we think Yandex has the dynamism to adapt 
along the way. Ultimately, in five years, we expect the company 
will have grown considerably from its current $25 billion market 
cap (USD). Yandex is currently a top-five holding in the Portfolio.

To fund the addition, we trimmed Russian social media and 
gaming business Mail.ru. We added to Mail during the height of 
the pandemic selloff. Following a more than 100% recovery in the 
share price, it had become an oversized position. Following the 
trim, Mail returns to an average-weight in the Portfolio, which is in 
line with its position at the Portfolio’s launch. Like Yandex, we 
expect Mail to prosper in Russia’s rapidly evolving digital economy. 
In particular, we remain optimistic for the future of Mail’s social 
media operations and its burgeoning gaming business. 

Our total Russian exposure remains at around 9.5% of the 
Portfolio, which we feel is reasonable given the numerous and 
unique risks associated with the Russian market.

Outlook

If 2020 has taught us anything, it is that predicting the near-term 
future with any sort of precision is a fool’s game. That said, we 
feel confident that the Portfolio owns a collection of competitively 
advantaged companies that are well-positioned to structurally 
grow their businesses over the next decade. Whilst not all our 
businesses have come through the pandemic unscathed, we 
believe they have navigated it significantly better than many of 
their competitors. As lockdowns are eased and normal activity 
returns, we expect to see our Portfolio companies take share from 
weaker players at an accelerated rate and continue to believe 
that they have positioned themselves to prosper in the coming 
years.

Thank you for your interest in Polen Capital and the Global 
Emerging Markets Growth strategy. Please feel to contact us 
with any questions or comments.

Sincerely,
Damian Bird

Experience in High Quality Growth Investing

Damian Bird, CFA
Head of Team, Portfolio Manager & Analyst
12 years of experience
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Polen (Gross) (%) Polen (Net) (%) MSCI Emerging Markets
Index (%)

3 Months 12.67 12.39 19.70

YTD 16.05 14.90 18.25

Since Inception (01-01-2020) 16.05 14.90 18.25

Historical Performance

Returns are trailing through 12-31-2020. Annualized returns are presented for periods greater than one-year. 
Source: Archer.

Past performance is not indicative of future results. Returns are presented gross and net of management fees and include the reinvestment of all income. 

The information provided in this document should not be construed as a recommendation to purchase or sell any particular security. There is no assurance that any 
securities discussed herein will remain in the portfolio or that the securities sold will not be repurchased. It should not be assumed that any of the securities transactions 
or holdings discussed will prove to be profitable, or that the investment recommendations or decisions we make in the future will be profitable or will equal the 
information performance of the securities discussed herein. A complete list of our past specific recommendations is available upon request. 

The MSCI Emerging Markets Index captures large- and mid-cap representation across 27 emerging markets countries. The MSCI Emerging Markets Index is maintained 
by Morgan Stanley Capital International. It is impossible to invest directly in an index. The performance of an index does not reflect any transaction costs, management 
fees, or taxes.
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