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2021 AGM: Pre-submitted Questions 

 

What is the new benchmark and what is it used for? 

The benchmark is the MSCI EM EMEA index and it will be used as a performance comparator. Whilst we 

are benchmark aware, and consider the index as representative of the market opportunity, we are not 

confined by the index and all investment decisions are driven by our fundamental bottom-up investment 

approach.  

  

Further, the benchmark can act as a useful tool when measuring the risk of the portfolio. One measure of 

risk is tracking error, which over the last couple of years has ranged from 4% to 7%. This tracking error has 

resulted primarily from stock selection, as opposed to country or sector bets, reflecting our view that the key 

sources of inefficiencies in equity markets exist at the company level. 

  

Our portfolio positioning reflects our bottom up investment process where we aim to identify companies 

with sustainable business franchises and whose future growth potential is not fully reflected in the current 

share price.  Therefore, our country and sector positioning, as well as our exposure to off benchmark 

names, does not occur from a deliberate top-down strategy but is in fact a by-product of our bottom-up 

investment process.   

  

The EMEA Equities team at Barings covers approximately 180 companies across the region, which we 

perform in depth research on and consider potential candidates for the strategy. This universe will include 

both companies within the index and off-benchmark stocks across Eastern Europe, the Middle East and 

Africa. Therefore, the African countries you mention, such as Nigeria and Kenya, will form part of our 

investment universe, but exposure in the portfolio will be will be dictated by the opportunities we find as a 

result of our investment process and in-depth research.  

  

As investment manager, we measure our success by our excess return delivery over the benchmark. Over 

the prior 5 years, we have been able to deliver an absolute return of 11.3% per year and an excess return 

of 3% relative to the benchmark. We believe this is representative of the potential for active stock picking in 

the region.   

 

How will the expanded investment mandate impact the Company’s dividend yield? 

The dividend yield of the Trust is, in our view, one of the strongest arguments in its favour. Whilst COVID-

19 has had a negative effect on the willingness and ability of companies to distribute dividends, the 25p full 

year dividend the Trust declared for the financial year ending September 2020 represents its fourth highest 

distribution on record.  



 

 

  

Going forward we are of the opinion that the evolution of the company into a wider geography also makes 

sense from a dividend perspective and we expect dividend per share to resume on its growth path from 

2021 onwards, eventually surpassing the record level of revenues generated in 2019. 

 

What is the strategy for re-weighting the portfolio and over what period? 

This is currently in progress and expected to be completed in 1H21. The broadening of the investment 

mandate in part represents our belief that the improvements Russian companies have made to corporate 

governance standards combined with the country’s solid macroeconomic policies have largely been 

recognised by the market. In our view, this is an opportune moment to conduct an evolutionary strategy, 

increasing the opportunity set for stock picking whilst diversifying the overall portfolio. We believe that the 

risk/return relationship of a wider mandate will improve relative to the current portfolio and its narrower 

country focus.   

  

We have a highly experienced team of traders to achieve best execution when reweighting the portfolio. 

We utilise both local and global brokers to provide an efficient implementation of investment decisions and 

have access to a variety of specialist tools to aid our implementation (e.g. conditional pools, algorithmic 

trading, etc.). 

 

How does the Trust assess the environmental, social and governance standards of the companies 

in which it invests? How do you report on these issues?  

We believe that integrating the analysis of environmental, social and governance information into our 

investment process gives us a more holistic understanding of the complex issues, risks, opportunities and 

value drivers that may impact our clients’ portfolios over time. In-depth, fundamental analysis is at the heart 

of our investment philosophy, and ESG analysis is fully embedded within our investment process. 

  

ESG analysis helps us to identify risks not typically captured through traditional financial analysis. As a 

result, by integrating ESG into our investment process we are able to highlight more sustainable business 

practices, which supports risk adjusted returns. 

  

Our proprietary ESG company assessment forms a core component of our fundamental bottom-up 

research and is guided by our in-depth knowledge and regular interactions with company management 

teams. This methodology also meets our commitments to both the UN Global Compact and the UN PRI. A 

brief summary of our approach is highlighted below: 

  

 We use a standardized assessment framework to capture the ESG performance of the companies 

in which we invest. This assessment is focused on analysing the dynamics of 9 key ESG factors, 

which includes an evaluation of resource intensity and a company’s environmental footprint, of 

which carbon emissions are a key consideration. 



 

 

 Our ESG assessment impacts the valuation of the company via our unique Cost of Equity (CoE) 

which we use to set price targets. 

 Through this approach we reward companies with good or improving ESG practices and penalize 

companies with poor or deteriorating practices through an adjustment to our CoE. 

 We use engagement to positively influence ESG practices and/or improve ESG disclosure. Our 

approach is to engage with companies rather than apply blanket exclusions of entire sectors as we 

believe direct company engagement can influence positive change. 

  

In addition to the above, we are in the process of developing proprietary reporting which will allow us to 

monitor the carbon emissions of our portfolios’ through our own proprietary methodology. 


