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Our Asia Fund finished the year up 35%; while our Global Fund gained 40%. Our impact investing
strategy, the Arisaig Next Generation Fund, has gained 19% since its launch in late August.
Ultimately, amid decidedly bleak circumstances, this has been a surprisingly strong year for our Funds
for reasons covered in previous quarterlies. In the plainest terms, our investment approach of holding
the strongest businesses addressing the essential requirements of everyday life in emerging markets
has weathered another storm. During these times of stress, it has been proven again that the
dominant businesses tend to deal with turbulent conditions much more successfully than the alsorans.
It is noteworthy that we were helped by our concentrated exposure to sectors whose development
was accelerated by the pandemic, most prominently digital consumer platforms, and to a lesser extent
branded packaged food. The main positive we take from this is that our re-evaluation of our
opportunity set, beginning a few years ago and part of a broader organisational upgrade (more on
which below), paid dividends this year as we continued to capture domestic demand growth in a much
more effective way than would have been the case under our erstwhile ‘Eat Drink Wear Wash Shop’
strictly defined consumer staples mandate.
The secular trends we benefitted from in 2020 show no signs of slowing. The convenience of digital
platforms, and ‘trust’ and reach advantages of leading branded consumer companies, will help them
continue to be disproportionate winners from the resurgence in growth as life eventually gets back to
normal. And simply by virtue of having survived the pandemic in good shape, the leading companies
we favour will begin to see further opportunities appear this year to consolidate their dominant
positions and secure a greater portion of the long-term market opportunity.
In the short-term, it is also possible that high-beta pandemic sufferers such as real estate and travel
might enjoy a more pronounced bounce than our holdings, on vaccine-related relief. We can live with
that possibility, and would caution that amid the recent outbreak of optimism, we expect the
economic recovery process to be long and messy. As we observe even the richest countries (which
happen to host the pharmaceutical companies which have made these breakthroughs) struggling to
orchestrate rapid, large scale immunisation programmes, thoughts turn to developing world nations
with larger populations, weaker public outreach programmes, lower budgets, and nothing like the
same cold chain infrastructure through which to process fragile, double-dose medications. As the
great pandemic chronicler Ed Yong put it: “having vaccines is not the same as achieving vaccinations”.
Though rare exceptions such as China and Vietnam appear to have control of the situation even before
immunisation programmes, realistically, most emerging nations are dependent on AstraZeneca,
Sputnik, Sinopharm and Johnson & Johnson getting their skates on with their cheaper and less
complex products, and not having their effectiveness compromised by virus mutations. We expect this
pushes the timeline for ‘normalisation’ of daily life in the emerging world towards the end of 2021,
though of course markets will begin to discount the light at the end of the tunnel long before we put
the darkness behind us.

1

For more information please contact investorrelations@arisaig.com or visit www.arisaig.com

ARISAIG QUARTERLY

JANUARY 2021

Purposeful Growth
In our final Townhall of 2020 our team gave each other a virtual high five for navigating such an
extraordinary year. Whilst we took time to reflect on the pride we have in the value we have created
for our clients over the last 12 months, the majority of our discussion was spent discussing the
importance of maintaining a culture of ‘purposeful growth’; a collective growth mindset that is
underpinned by a strong sense of purpose. This is something that Arisaig has prided itself on for over
two decades but has been ‘dialled up’ over the last five under the leadership of the new Partnership
group. A strong sense of purpose underpins everything for us: from the way we manage our own
business; our drive to constantly improve our research process; and the characteristics we look for in
portfolio companies.
Five years on from the initial implementation of the succession process and charting our course
through turbulent waters has meant that we also feel more confident as a new partnership group in
more stridently defining our role in a fast-changing world, in which daunting challenges like climate
change and inequality stand alongside the vast opportunity our strategies capture: that of domestic
demand growth in emerging markets.
Now more than ever, we believe that our ‘purpose’ of creating equitable value among all stakeholders,
from long-term institutional investors through to emerging market customers, will help us home in on
the investments which can compound away in genuinely sustainable fashion for many years to come.
We have specifically addressed this in recent years not just through the increased sophistication of
our ESG analysis and engagements (and launch of our impact strategy) but also internally through our
move to achieve B Corp certification and joining the Net Zero Asset Managers initiative (more on which
later).
We endeavour to live our values in every aspect of our operations, and so we must continue to
cultivate the diversity which we encourage in our holdings. As it stands today, our employee base is
55% female; we are also 59% BAME per a Western definition, though this metric should be viewed
through the prism of our presence in Singapore and Mumbai. Importantly, our diversity is also
reflected specifically in the investment team, which is 44% female and purposefully incorporates a mix
of local talent and external perspectives. As per our succession plan, at the five-year point the
Founders are in the process of stepping back from the Fund Board Director roles they had previously
held, and we are ensuring that new Directors appointed reflect the markets in which we invest: our
Global Fund board will evolve to have 50% female directors in 2021.
In recent years we have increasingly grown to appreciate the importance of business agility amongst
our target investments. Those which have demonstrated adaptability to digitalisation and to sudden
external shocks like COVID-19, inspire greater confidence that they can endure the unforeseen
obstacles to come.
Successfully executing our investment strategy requires that we turn the microscope on our own
agility and resilience. We have spent the last three years establishing firmer foundations by
modernising our back-office functions, embracing digitalisation where possible (including
transitioning our systems to the cloud), recruiting specialists with domain expertise, and building
strategic outsourcing partnerships. All of this proved timely ahead of the sudden move to remote work
in 2020.
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Our investment approach has also undergone an important evolution in recent years. In hindsight, this
perhaps took longer than it should have. As many of our clients no doubt noticed, we were banging
the drum for a narrow consumer staples focus beyond the point at which such a self-imposed
restriction made sense. Our lives were made more difficult by the fact that as digitalisation altered the
trajectory of domestic demand growth, we were also going through our internal succession process.
We were, in hindsight, too worried about being seen to be ‘rocking the boat’, despite the support of
our founders and LPs in continuing to adapt and evolve our approach.
This evolution serves as a reminder that, whilst it is important to stay true to the key tenets of our
philosophy, a culture of ‘purposeful growth’ is necessary to execute a long-term investment strategy.
Aside from the abovementioned strategic renovation, this mindset is also reflected in the significant
progress we have made in a number of areas in recent years: understanding the new consumer;
becoming more sophisticated in our work on sustainability (including our first foray into impact
investing); and doing a better job in China.
But we have resolved to ensure that the drive for self-improvement remains constant. The rapidly
expanding opportunity set in China is demanding ever more emphasis in our research, and we are
delighted to welcome Desmond Tan, who joined Arisaig as an intern nearly a decade ago and has
spearheaded our coverage there in recent years, as a new Partner in 2021 to help us build on what we
have achieved so far.
In terms of process, our adaptation of our approach over the last five years does not represent a cue
to rest on our laurels. The goal of our research team is to generate the best possible insights for
absorption into our decision-making process. Our previous organisational structure left leadership for
allocating research priorities and improving the quality of output to the same people with ultimate
responsibility for leading each product.
We have created a new Global Head of Research position, whose core focus will be the constant
improvement of our research efforts as well as management of our research team. This role will be
taken up by Vatsal Mody, previously the most senior member of our Mumbai team. He will remain
India-based and be joined by Alan Healy, who moves over from London (COVID-permitting) to assume
primary responsibility for South Asia as our Mumbai office expands beyond its role as a research office
for India.

Endurance Investing
We anticipate that three broad trends will most materially drive changing asset prices in the coming
decades. Claiming no prizes for originality, these are 1) the shift in the global economy’s centre of
gravity from West to East; 2) digitalisation; and 3) climate change mitigation. Our strategies have
always tackled the rise of Asia and increasingly incorporate the digital ‘leapfrog’ taking place within
this growth. While our Next Gen Fund explicitly targets the beneficiaries of climate change transition,
our integration of ESG across all portfolios and favouring of capital-light (and resource-efficient)
business models, also generally spares us from exposure to those most at risk.
As mentioned above, between, roughly, 2010 and 2015, we followed a rigid adherence to a select few
consumer staples categories. This was predicated on the belief that these companies were the best
way of capturing the growth of domestic demand in emerging economies. At the time, we were
probably right, but digitalisation fundamentally challenged the rigidity of our thinking here. We

3

For more information please contact investorrelations@arisaig.com or visit www.arisaig.com

ARISAIG QUARTERLY

JANUARY 2021

believe we now capture both the bottom-up growth (point 1) and changing shape (point 2) of EM
demand in the composition of our portfolios.
Withdrawing the comfort blanket of a sector-specific opportunity set over the last few years required
us to focus instead on the business characteristics which had drawn us to so many staples businesses
in emerging markets in the first place. We narrowed these down to growth potential, quality (durable
competitive advantage) and alignment of interest between all stakeholders.
Distilled yet further, we believe our revised approach can be termed ‘endurance investing’. We seek
out companies with the resilience and scalability to create equitable value for their stakeholders over
many decades. These businesses endure the inevitable ups and downs of their domestic markets,
reinvesting in capturing the huge growth opportunities ahead of them in a sustainable, purpose-driven
way. We believe our focus and our capacity for on-the-ground primary research gives us a better
chance of finding these companies. And emerging markets are the logical arena for such a long-term
oriented strategy, since all three ‘megatrends’ cited above can be covered. Operating in emerging
markets allows us to identify growth that truly has the potential to endure for many years to come.
Inevitably this framework doesn’t lead us solely to consumer staples businesses, though many do still
fit our criteria, and we believe it is important to maintain our longstanding focus on domestic demand
in order to capture the resilient, multi-decade growth on offer in these countries.
Practising endurance investing over the last few years led us to a set of portfolios which, by 2020, were
well placed to continue demonstrating resilience and growth through a crisis which both accelerated
pre-existing changes in consumer behaviour, and focused wallets on genuinely essential, affordable
and accessible goods and services. We were in the last throes of this strategic repositioning at the
beginning of 2020, before the across-the-board panic in March presented an opportune moment to
complete the process, and set us fair for the uneven rebound which followed.

China
As mentioned, we were far from the first to grasp the scale and speed with which consumer attention
and spending would move into digital channels and mediums. We still see virtue in taking our time to
take decisions, and in taking relatively few of them. If we do our jobs effectively, our portfolio will
continue to advance with only minor nudges to its trajectory each year, rather than wholesale course
corrections.
Still, nowhere would a continued rigid adherence to our early 2010s consumer staples strategy have
cost our investors more than in China. With the benefit of hindsight, our exposure five years ago
needed a pretty firm steer. Given our sector preferences, we were still wedded to product categories
which might still make sense in less developed geographies where markets are less competitive,
capital scarcer and distribution a greater barrier to entry. But in China, products like instant noodles
and bottled tea were well on their way to becoming both commoditised and outmoded, as digitally
native younger consumers began to resemble and even outrun their Western counterparts, latching
onto fast-changing trends and diverting their wallets towards experiences over ‘stuff’.
Over the last five years, our Asia Fund has returned a cumulative 119% (before fees). Within this, our
China subset has done much better, returning a total of c.321%. Approximately a third of this
performance was driven by newly added holdings. Our legacy China positions as things stood in
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December 2015, included two names which have continued to contribute very strongly, and five
names we have since sold (such as Uni-President China and Sun Art). These five former holdings would
have only returned 26% over the same period.
Though our China exposure now looks much more ‘future-proofed’, with greater emphasis on the new
consumer and on digital platforms, Desmond and his expanded team remain hard at work analysing
the fast-growing opportunity set. As we have seen in recent weeks, digital ‘ecosystem’ businesses are
not without their own regulatory risks, even if the durability of their competitive advantages (our main
reservation five years ago) now seems proven. For the most part, our exposures are simple businesses
(1P e-commerce; condiments; restaurants) which accurately reflect the evolution of Chinese demand.
Digitalisation continues to open up exciting new opportunities in areas which either barely existed five
years ago or have since been radically transformed: education and healthcare, for example, as well as
SaaS and cloud computing. These ‘dematerialised consumption’ categories in particular, we expect to
be a major focus for our research team in 2021.
Looked at from a more top-down perspective, China remains one of our most exciting markets. There
are numerous trends at play here which are tailor-made our investment strategy: the shift from
smokestack to knowledge economy, the rising importance of domestic consumption, the formation
of increasingly dense networks of human capital, all of which in turn drive high quality growth,
productivity and innovation. The promotion of these trends is the explicit policy of the government.
It is through this lens that we would suggest investors view the recent travails of Alibaba. The
government can and does periodically yank on the chain of the internet majors in order to assert its
authority – a couple of years ago Tencent got the hairdryer treatment, then JD, and now it is the turn
of Mr Ma. Despite this perennial tension, we think that fundamentally the interests of these
companies are aligned with those of the government. If China is to become a consumer-oriented,
technologically competitive country, it is very hard to imagine this happening without a dynamic,
innovative private tech sector. The balance of probabilities would suggest that both sides recognise
their symbiotic relationship, and thus will reach a sensible compromise.
This is certainly what has happened in the past. That being said, we are mindful that the nature of the
Chinese state today is different to that of the previous administration. The old model of authoritarian
bureaucracy, or collective decision-making, has been supplanted by a more centralised form of
individual rule – something which arguably increases the scope for more erratic, and possibly less
rational behaviour.

Brazil
Following the decision by the Board of the Africa Fund to close in February, in November we also
recommended to the board of the Latin America Fund that this product be wound down. In absolute
terms, performance over the decade of the Fund’s existence was sluggish, though given strong local
currency earnings growth, the enormous currency depreciation facing Latam investors over the period
were the primary problem (the BRL swinging from a peak of 1.56 to the USD to 5.61 earlier this year
being the main offender). Nonetheless, we have to accept that it is our own choice not to hedge
currencies and that we failed to identify a portfolio of companies that could ‘outrun’ these headwinds.
We are, despite this news, perhaps as optimistic about Brazil as we have been for the lifetime of the
Fund. This is nothing to do with the political environment or the broadening consensus that recent US
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Dollar weakness will be sustained. Instead, we are greatly encouraged by the surge of Brazilian IPOs
in recent years, on both the local and US exchanges, which has significantly enriched the opportunity
set. This may have slipped below many investors’ radars given the ease of casting Emerging Markets
as synonymous with Asia and a disappointing decade of Bovespa performance, but to our minds Brazil
is now firmly part of the ‘big three’ core EM geographies along with China and India.
So why close the Fund now? Firstly, the concept of a regional portfolio has become increasingly
redundant, as Brazil’s mini-boom has been sadly accompanied by a descent into irrelevance for the
region’s other major market, Mexico, and little to no sign of excitement in the Andean region. Given
the continent’s tendency for macroeconomic volatility and our commitment to a buy and hold
approach, we are happiest gaining access via a concentrated, high conviction selection of names
within our diversified, pan-EM portfolios, the Global and Next Gen Funds. We have welcomed interest
and allocations from our Latin American clients to these strategies.
We still hold nine Brazilian or predominantly Brazilian businesses across our two pan-EM strategies,
leaving us amply exposed to the abundance of quality on offer there, without the distraction of other
less interesting Latin American companies.

Net Zero
This time last year we set ourselves the challenge of doing whatever we could to be an asset
management firm compatible with the continued existence of a habitable planet. As we wrote in the
Quarterly at that time, whilst we have been active internally in managing our own climate change
impacts through offsetting of our emissions for many years, we believe that our industry has been far
too passive in ensuring that investee companies are adapting to the physical and transition risks of the
major challenge of the 21st century. None of their clients stand to benefit from financial support for
planetary destruction.
As a small first step in this endeavour, we are proud to become day one signatories of the Net Zero
Asset Managers initiative, along with 29 other firms. Although we are a minnow, between us the group
represents around USD9 trillion in AUM. We have committed to supporting a goal of net zero
greenhouse gas emissions by 2050, and to invest according to this goal. Interim targets (for 2030) must
also be set to prevent further postponement of action towards this urgent problem.
In recognition of these commitments we have dialled up our engagement with companies on this
issue. We have assessed all of our holdings according to the Transition Pathway Initiative’s climate
questionnaire. Each company is graded 0-4 based on their acknowledgement, disclosure and
management of climate change as a business issue. Our aim is to push all of our holdings up to Level
2 on this framework by 2023 – in other words for all of them to have in place basic capacity for
managing climate change risk and to begin reporting on practice and performance. All those which
currently score 0 were contacted before the end of 2020 to get the ball rolling.
In sharing this commitment, we suspect we are preaching to the converted for the most part, but for
those investors who might find this scale of action excessive for a manager generally free from
exposure to ‘high transition risk’ sectors (e.g. fossil fuels), we contend that any asset owner with a
long-term time horizon needs to be taking climate change very seriously. The problem is arguably even
more serious for those of us focused on high ‘physical risk’ geographies, particularly those without the
resources and infrastructure to bail out populations severely exposed to more widespread acute and
chronic hazards. Emerging market companies will never see their nations fully ‘emerge’ if they
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contribute to global inertia on climate change, regardless of how unjust this may seem viewed through
the prism of historical emissions.
We hope, therefore, that many other managers will join our small club of 30 and begin to crank up
the pressure on those corporates with most direct impact on the climate. 2020 was a breakthrough
year in terms of asset manager rhetoric around climate change, but now the walk has to match the
talk.
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Disclaimer
This document is issued by Arisaig Partners (Asia) Pte Ltd for information purposes only. Whilst Arisaig Partners (Asia) Pte Ltd
believes that the sources of the information are reliable, none of Arisaig Partners (Asia) Pte Ltd, the Arisaig Funds, or the
Directors of the Funds give any guarantee, representation, warranty or undertaking, either expressly or implicitly, and accepts
no liability for the accuracy, validity, timeliness, merchantability or completeness of any information or data (whether
prepared by Arisaig Partners (Asia) Pte Ltd or by any third party) contained in this document for any particular purpose or use
or that the information or data will be free from error.
This document and the information or data contained herein should not be copied or distributed to third parties without the
written consent of Arisaig Partners (Asia) Pte Ltd. This document should not be regarded by recipients as a substitute for their
own judgement. Any opinions expressed herein are subject to change without notice and Arisaig Partners (Asia) Pte Ltd is not
under any obligation to update or keep current the information contained herein. This document does not constitute a
prospectus, an offer of any shares or securities, an invitation to subscribe or purchase any shares or securities or a
recommendation or advice in relation to any shares or securities. Shares in the Arisaig Funds are offered only on the basis of
the information contained in the current prospectuses relating to the Funds supplemented by the latest available annual
report of the Funds and, if published after such an annual report, the latest semi-annual report.
No action has been or will be taken to permit the possession or distribution of this document in any jurisdiction where action
for that purpose may be required. Accordingly, this document may not be used in any jurisdiction except under circumstances
that will result in compliance with any applicable laws and regulations. Persons to whom the document is communicated
should inform themselves about and observe any such restrictions.
Please note that Arisaig Funds plc and its sub-fund, Arisaig Global Emerging Markets Consumer UCITS Fund, is not approved
for retail distribution in all jurisdictions - we invite you to contact Arisaig Partners (Asia) Pte Ltd to receive the current status.
Please also note that this document is not approved for distribution to retail investors.
Performance returns shown in this document are for illustration purposes only and are hypothetical. Hypothetical pro forma
performance should not be relied upon and does not represent, and is not necessarily indicative of, the results that may be
achieved by an investor in the Arisaig Funds. Hypothetical pro forma performance results have inherent limitations, some of
which are described below. One limitation is that they do not reflect actual investing and therefore do not reflect the impact
that economic and market factors may have had on investment decisions. In fact, there may be sharp differences between
hypothetical results and the actual record subsequently achieved. No representation is made that the Arisaig Funds will or
are likely to achieve their objectives or results comparable to those shown or will make any profit or will be able to avoid
incurring substantial losses.
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United States: The shares in the Arisaig Funds have not been and will not be registered under the United States Securities Act
of 1933, as amended (the “1933 Act”) and may not be offered or sold in the United States except in certain transactions
exempt from the registration requirements of the 1933 Act. Each subscriber for shares that is a US person will be required to
certify that it is an “accredited investor” (as defined in the 1933 Act) and a “qualified purchaser” (as defined in the United
States Investment Company Act of 1940, as amended).
European Economic Area: Subject to any applicable transitional arrangements, in member states of the European Economic
Area (“EEA”) shares in the Arisaig Funds may only be offered or placed to the extent that (i) they are permitted to be marketed
into the relevant EEA jurisdiction pursuant to Article 42 of the EU Alternative Investment Fund Managers Directive (as
implemented into local law) or (ii) they may otherwise be lawfully offered or placed (including on the basis of an unsolicited
request from a professional investor).
United Kingdom: This document may not be passed to any person in the United Kingdom unless that person is of a kind
described in the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005. Arisaig Partners (Asia) Pte Ltd is
not an authorised person under the United Kingdom Financial Services and Markets Act 2000. As a result, the normal
protections available to investors under that Act will not apply and any investment in the Arisaig Funds will not be eligible for
the Financial Services Compensation Scheme in the UK. Past performance is not necessarily indicative of or a guarantee of
future results.
Switzerland: The Arisaig Funds have not been registered with the Swiss Financial Market Supervisory Authority (FINMA) and
the shares cannot be distributed in Switzerland to non-qualified investors. Any distribution of the shares in Switzerland will
be exclusively made to, and directed at, qualified investors, as defined in the Swiss Collective Investment Schemes Act dated
June 23, 2006 and revised on September 28, 2012, and its implementing ordinance (“Qualified Investors”). This document
may be made available in Switzerland solely to Qualified Investors by the Representative of the Fund in Switzerland and/or
any authorised distributor.
The Representative of each of Arisaig Funds in Switzerland is ARM Swiss Representatives SA, whose registered office is at
Route du Cité-Ouest 2, 1196, Gland, Switzerland. The Paying Agent of each of Arisaig Funds in Switzerland is Banque
Cantonale de Genève, whose registered office is at 17, Quai de l’Ile, 1204 Geneva, Switzerland. The place of performance and
jurisdiction for shares of each of Arisaig Funds distributed in Switzerland is the registered office of the Representative. Swiss
Qualified Investors may obtain free of charge from the Representative the Fund’s legal documentation (i.e., the relevant
KIID(s), Fund’s Prospectus, Articles of Association, annual audited financial statements and semi-annual unaudited reports)
as well as, if available, any marketing material.
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