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Introducing Antipodes Partners

Holistic consideration of cyclical, structural and macro factors

Focused offering, client alignment -> Scalable process

Portfolio construction is central

A pragmatic value approach to idiosyncratic alpha

Combined qualitative and quantitative approach

Fundamental manager of Global Long-Short and Long strategies
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Our philosophy
A pragmatic value approach

Starting 
valuation

Business
resilience

Manage 
portfolio 

risk

Portfolio 
returns

Margin of Safety

(Short, no MoS)

Seek min 15% absolute return

AND

at least 10% better

than relevant region/sector

Multiple ways of 

Winning (Short, Losing)

• Competitive dynamics

• Product cycle

• Regulatory

• Management/financial

• Macro/Style

Absolute returns in excess 

of the benchmark over the 

investment cycle (typically 

3-5 years) at below market 

levels of risk

Limit

correlated alpha clusters

to <15% of portfolio
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Market observations and portfolio positioning
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Global valuation clustering
Investors are overpaying for perceived structural winners

Median EV/CE of upper quintile relative to lower quintile

Source: Antipodes Partners
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Global valuation clustering: sector
Crowding into global/quality to escape geopolitical concerns

Source: Antipodes Partners

22Y Z Score of EV/Sales relative to World (Price/Book for Financials)
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Cheap
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Diversified alpha clusters
Global Long-Short

Long clusters Weight Examples

Consumer incumbent (EM) 12.4% Ping An Insurance, Jiangsu Yanghe Brewery

Global 10.3% Gilead Sciences, Hyundai Motor

Domestic recovery 10.0% KB Financial, UniCredit, ING

Natural gas 9.6% EDF, Inpex

Online services 8.5% Baidu, Alphabet, LINE

Telco. incumbent 8.5% KT, Telecom Italia, China Mobile

Software incumbent 8.2% Cisco systems, Microsoft, NetApp

Consumer incumbent (DM) 6.7% Tapestry, Under Armour

Low cost oil 6.6% CNOOC, TechnipFMC, Saipem

Connectivity 4.7% Qualcomm, TDK, Nokia

Gold 2.4% Barrick Gold, Newcrest Mining

Battery 2.2% Panasonic

Total 90.2%

As at 31 May 2018

Short clusters Weight

Global shakeout -9.6%

Overhyped growth -6.8%

Domestic shakeout -5.3%

High cost oil -2.3%

Bond proxy -2.1%

Total -26.1%
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Global - Gilead Sciences
Looking beyond HCV

Other stock examples in this cluster

• Hyundai Motor, Honda Motor

Irrational extrapolation

• Rapid HCV sales decline, obscuring resilient HIV 

franchise

• Rising healthcare costs -> Negative political cycle

Multiple ways of winning

• HCV run-off stabilising

• Virtual HIV duopoly: 68% mkt share, Bictarvy

approval will be “additive” 

• Pipeline potential: inflammatory and NASH Phase III 

(liver disease) data in next 12 months

• M&A targeting oncology: KITE acquisition 

represents a first mover in cellular therapy (CAR-T)

Margin of safety

• 10% FCF yield, EV/Sales 4.0x, PE 12x 

Correlation cluster

• Healthcare/consumer incumbent

Long example 

Source: Antipodes Partners

Source: FactSet

Gilead Sciences has de-rated materially
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Software/networking incumbents: Cisco

Other stock examples in this cluster

• Microsoft, NetApp, Nokia, Qualcomm 

Irrational extrapolation

• Fears of disruption by new entrants supplying software 

defined capability

• Market share loss to hyper-scale data centres e.g. 

Microsoft Azure, Amazon Web Services

Multiple ways of winning

• Competitive dynamics: incumbent with customer lock, 

captures 67% of global networking profits

• Product cycle: responding to hyperscale opportunity with 

SDN capability and broadening offering to services/security

• Management: commitment to return half of FCF to 

shareholders

• Regulatory: cybersecurity a key addressable market

• Macro/Style: affordable quality

Margin of safety

• 16.4x PE (vs +20x for comparable companies)

“Nobody ever got fired for buying IBM Cisco”

Source: Factset
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Telco incumbents: KT Corp
Cheap essential infrastructure

Other stock examples in this cluster

• Telecom Italia, Chinese telcos, Bharti Airtel

Multiple ways of winning

• The “Korean discount”

• 5G capex spend is a big risk

Multiple ways of winning

• Low fibre capex risk: near completed fibre network, 

returns to follow

• Low 5G capex risk: Korea already has a highly 

densified cell site network

• Hidden value in real estate, potentially worth KRW~7tn 

or 100% of market capitalisation

• Telco valuations are highly correlated to payout ratio; 

National Pension Service is the major shareholder -> 

obvious Stewardship Code capital management target

Margin of safety

• Global telco sector has de-rated, but be selective

• 2.5x EV/EBITDA, 0.6x EV/Sales, 16% FCF Yield; any rise 

in low ~20% payout ratio would drive re-rating

Fibre & Broadband Penetration

Long cluster example 

Source: OECD December 2016 “Broadband Statistics” report
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Consumer incumbents: Ping An
Life insurance powerhouse

Other stock examples in this cluster

• China Pacific, PICC P&C

Irrational extrapolation

• Concerns regarding Chinese economy

Multiple ways of winning

• Product cycle: life insurance is the safety net; under-

penetrated market; protection innovator

• Competitive dynamics: industry leading tech plus data 

on +750m Chinese leads to competitive advantages 

including effective cross-selling

• Regulatory: well positioned for desired shift away from 

savings towards protection products

• Management: industry leading

Margin of safety

• 14x P/E, growing earnings at 20% p.a. with RoCE of 

+30%

• Investment portfolio worth 15% market capitalisation
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Investment summary

Global Long Global Long-Short Asia Long-Short

Return after fees (p.a.) 15.3% 14.4% 12.0%

Benchmark1 (p.a.) 9.5% 9.5% 10.5%

Outperformance after fees (p.a) 5.7% 4.9% 1.5%

Up-market capture 113 95 74

Down-market capture 61 39 17

Net equity exposure – average 86% 59% 69%

Net equity exposure – current 87% 66% 68%

Past performance is not a reliable indicator of future performance. Performance based on net returns in AUD, Jul-15 to Apr-18.
1MSCI All Country World Net Index in AUD is the benchmark for Global and Global – Long. MSCI All Country Asia ex Japan Net Index in AUD is the benchmark 

for Asia.

Investors are overpaying for structural growth

Multiple dispersion is high, asymmetrical opportunities abound

Look for the next crop of winners in neglected areas
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Global Long-Short portfolio positioning

1 Index futures and other non-single stock derivatives
2 Antipodes Partners classification

Top 10 long stock positions Country Weight (%)

Gilead Sciences United States 3.0

Samsung Electronics Korea 2.9

Baidu China/HK 2.8

Cisco Systems United States 2.7

Qualcomm United States 2.6

KT Corporation Korea 2.6

Ping An Insurance China/HK 2.6

EDF France 2.6

Microsoft United States 2.5

INPEX Japan 2.4

Total 26.7

Asset allocation Long Short

Equities Other1 Equities Other1

Weight (% NAV) 91.1 0.7 -24.5 -3.7

Count 62 1 40 3

Avg. security weight 1.5 0.7 -0.6 -1.2

Top 10 (% NAV) 26.7 - -9.7 -

Top 30 (% NAV) 64.6 - -21.1 -

Market cap exposure (%) Long Short Net

Mega (>$100b) 19.9 -6.5 13.2

Large ($25b-$100b) 31.7 -10.1 21.6

Medium ($5b-$25b) 30.2 -8.4 21.8

Small (<$5b) 10.0 -3.2 6.8

Sector exposure2 (%) Long Short Net

Banks 11.1 -2.3 8.8

Communications 8.5 -0.7 7.8

Energy 8.3 -1.9 6.5

Software 8.2 -1.9 6.4

Hardware 7.6 -3.7 3.9

Internet 7.5 -0.6 7.0

Staples 6.8 -0.4 6.4

Durables 5.3 -1.7 3.6

Retail 5.0 -0.7 4.3

Other 23.3 -14.4 8.9

As at May 2018
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Ratings Disclaimers

© 2018 Morningstar, Inc. All rights reserved. Neither Morningstar, its affiliates, nor the content providers guarantee the data or content contained herein to be 

accurate, complete or timely nor will they have any liability for its use or distribution. Any general advice or ‘class service’ have been prepared by Morningstar 

Australasia Pty Ltd (ABN: 95 090 665 544, AFSL: 240892) and/or Morningstar Research Ltd, subsidiaries of Morningstar, Inc, without reference to your 

objectives, financial situation or needs. Refer to our Financial Services Guide (FSG) for more information at www.morningstar.com.au/s/fsg.pdf. You should 

consider the advice in light of these matters and if applicable, the relevant Product Disclosure Statement (Australian products) or Investment Statement (New 

Zealand products) before making any decision to invest. Our publications, ratings and products should be viewed as an additional investment resource, not as 

your sole source of information. Past performance does not necessarily indicate a financial product’s future performance. To obtain advice tailored to your 

situation, contact a professional financial adviser. Some material is copyright and published under licence from ASX Operations Pty Ltd ACN 004 523 782 

("ASXO").

The Zenith Investment Partners (“Zenith”) Australian Financial Services License No. 226872 rating (IOF0045AU rating issued November 2017, WHT0057AU 

rating issued November 2017, IOF0203AU rating issued November 2017) referred to in this document is limited to “General Advice” (as defined by the 

Corporations Act 2001) for Wholesale clients only. This advice has been prepared without taking into account the objectives, financial situation or needs of any 

individual. It is not a specific recommendation to purchase, sell or hold the relevant product(s). Investors should seek independent financial advice before 

making an investment decision and should consider the appropriateness of this advice in light of their own objectives, financial situation and needs. Investors 

should obtain a copy of, and consider the PDS or offer document before making any decision and refer to the full Zenith Product Assessment available on the 

Zenith website. Zenith usually charges the product issuer, fund manager or a related party to conduct Product Assessments. Full details regarding Zenith’s 

methodology, ratings definitions and regulatory compliance are available on our Product Assessment’s and at 

http://www.zenithpartners.com.au/RegulatoryGuidelines 

The Lonsec Ratings (assigned as follows: Antipodes Global Fund - February 2018; Antipodes Global Fund – Long - February 2018; Antipodes Asia Fund - February 

2018) presented in this document are published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421445. The Ratings are limited to “General Advice” (as 

defined in the Corporations Act 2001 (Cth)) and based solely on consideration of the investment merits of the financial products. Past performance information 

is for illustrative purposes only and is not indicative of future performance. They are not a recommendation to purchase, sell or hold Antipodes Partners 

products, and you should seek independent financial advice before investing in these products. The Ratings are subject to change without notice and Lonsec 

assumes no obligation to update the relevant documents following publication. Lonsec receives a fee from the Fund Manager for researching the products 

using comprehensive and objective criteria. For further information regarding Lonsec’s Ratings methodology, please refer to our website at: 

http://www.beyond.lonsec.com.au/research-solutions/our-ratings. 
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Disclaimer
This communication has been prepared by Antipodes Partners Limited (‘Antipodes Partners’, ‘Antipodes’) ABN 29 602 042 035 AFSL 481580. 

Interests in the Antipodes Global Fund (ARSN 087 719 515), Antipodes Global Fund – Long (ARSN 118 075 764) and Antipodes Asia Fund (ARSN 096 451 

393) (‘Funds’) are issued by Pinnacle Fund Services Limited, ABN 29 082 494 362, AFSL 238371. Antipodes Partners is the investment manager of the Funds. 

The Product Disclosure Statements (‘PDS’) for the Funds are available at www.antipodespartners.com/funds. Any potential investor should consider the 

relevant PDS in deciding whether to acquire or continue to hold units in a fund. The issuer is not licensed to provide financial product advice.  Please consult 

your financial adviser before making a decision to invest in a fund. 

Antipodes Partners and Pinnacle Fund Services Limited believe the information contained in this communication is reliable, however no warranty is given as to 

its accuracy and persons relying on this information do so at their own risk. Any opinions or forecasts reflect the judgment and assumptions of Antipodes 

Partners and its representatives on the basis of information at the date of publication and may later change without notice. The information is not intended as 

a securities recommendation or statement of opinion intended to influence a person or persons in making a decision in relation to investment. This 

communication is for general information only. It has been prepared without taking account of any person’s objectives, financial situation or needs. Any 

persons relying on this information should obtain professional advice before doing so. Past performance is not a reliable indicator of future performance. 

Unless otherwise specified, all amounts are in Australian Dollars (AUD).

To the extent permitted by law, Antipodes Partners and Pinnacle Fund Services Limited disclaim all liability to any person relying on the information in respect 

of any loss or damage (including consequential loss or damage) however caused, which may be suffered or arise directly or indirectly in respect of such 

information contained in this communication. 

The information contained in this communication is not to be disclosed in whole or part or used by any other party without the prior written consent of 

Antipodes Partners. Antipodes Partners and their associates may have interests in financial products mentioned in this communication.


