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Disclaimer   

This communication has been prepared by Antipodes Partners Limited (‘Antipodes Partners’, ‘Antipodes’) ABN 29 602 042 035 AFSL 481580. 

Antipodes Partners 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 US Dollars (USD). Options exposure represents the market downside. For put 

options (typically used to limit potential downside) delta-adjusted exposure is used and for call options (typically used to capture potential upside) 

exposure is calculated using the current option value. 

To the extent permitted by law, Antipodes Partners 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. 
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The first quarter of 2023, saw continued monetary tightening from central banks as core inflation remained sticky, 

amidst a resilient labour market. Global equities were up (+7.3% in USD, +8.7% in AUD) aided by lower energy 

prices, China’s continued reopening, and market expectations for central bank rate cuts for the US and Developed 

Europe following the collapse of Silicon Valley Bank, and UBS’ takeover of Credit Suisse. 

Over the quarter information technology, communication 

services and consumer discretionary outperformed, whilst 

energy, healthcare and financials underperformed.  

US equities were up (+7.6%) as the Federal Reserve (the 

Fed) continued hiking in line with expectations. However, the 

Fed’s messaging became more supportive throughout the 

quarter due to the stress faced by the banking sector. Earlier 

in the quarter, Economic and labour market data proved 

resilient, highlighted by strong PMIs, though subsequently 

deteriorated. The weakening economic data increased the 

market’s pricing of a recession, anticipating central bank rate 

cuts to be larger and sooner than guidance, despite this 

rhetoric being disputed by the Fed. 

Asian equities were up over the quarter but underperformed 

broader markets (+5.0%). Chinese equities (+5.0%) rose 

despite ongoing geopolitical tensions, with the broader 

Chinese reopening spurring positive performance, in addition 

to support from the People's Bank of China via the cutting of 

the reserve requirement ratio for banks. Japanese equities 

were higher over the quarter (+6.2%) driven by lower energy 

costs. The Bank of Japan (BoJ) also announced a new 

Governor - Kazuo Ueda, with the market speculating no 

near-term change to the BoJ’s yield curve control policy, 

despite rising inflation data. 

European equities outperformed during the quarter 

(+10.6%), benefitting from lower energy costs and China 

reopening. This is despite key European central banks hiking 

rates in line with expectations. Central bank narratives 

however were more supportive towards the end of the 

quarter amidst banking crisis fears.  

Elsewhere, Brent Crude (-7.2%) was lower, whilst Gold 

(+8.0%) was up as a safe haven, whilst the US Dollar 

(-1.0%) was lower. 

 

 

 

Figure 1: Region-sector valuation heat-map1 - Composite multiple vs world – Z-score (Mar 1997 – Mar 2023) 
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1 The Antipodes region-sector valuation heat-map provides a more granular illustration of valuation clustering across sectors and regions. Cell colouring indicates the 

degree to which a sector’s composite multiple relative to the world is above or below its 25-year relative trend (expressed as a Z-Score, the number of standard 

deviations from the mean). The warmer the colour, the greater the relative composite multiple versus history; vice versa for the cooler blues, with extremes highlighted 

by the boldest of colours. Composite of forward PE, EV/Sales, EV/Operating Capital Employed (including goodwill) and cyclically adjusted PE and EV/EBIT for 

industrials, with EV based measures replaced with PB and cyclically adjusted P/Pre-provision profits for financials. 

Market commentary
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Summary 

Performance2 as at 31 Mar 2023 

  

  
3 months 1 year 3 years p.a. 5 years p.a. Inception3 p.a. 

  

Global Long 9.7% 2.0% 16.8% 4.9% 8.2% 

MSCI AC World Net Index 7.3% (7.4%) 15.4% 6.9% 7.6% 

Difference 2.4% 9.4% 1.5% (2.0%) 0.6% 

  

Global Long-Short 9.0% 3.5% 13.2% 3.5% 7.0% 

MSCI AC World Net Index 7.3% (7.4%) 15.4% 6.9% 7.6% 

Difference 1.7% 10.9% (2.2%) (3.5%) (0.6%) 

  

Antipodes Emerging Markets (Managed Fund)4 6.0% - - - - 

MSCI Emerging Markets Net Index  4.0% - - - - 

Difference 2.0% - - - - 

 

Performance & risk summary5 as at 31 Mar 2023 

 
 

 
Global Long Global Long-Short 

Antipodes Emerging Markets 
(Managed Fund)  

Average Net Exposure 89.4%  65.2%  77.5%  

Upside Capture Ratio 97 76 134 

Downside Capture Ratio 84 62 141 

Portfolio Standard Deviation 16.0% 13.1% 38.3% 

Benchmark Standard Deviation 15.7% 15.7% 27.2% 

Sharpe Ratio 0.53 0.54 0.84 

  

 

2 All returns are net of fees and in USD terms since inception. Calculations are converted to $US and are based on the exit price of the $A managed account with 

distributions reinvested, after ongoing fees and expenses but excluding taxation. Past performance is not a reliable indicator of future performance. 

3 Inception date is 1 July 2015 for Antipodes Global Strategy – Long and Antipodes Global Strategy. 

4 Please note the strategy of the Fund changed effective 1 October 2022. The Antipodes Emerging Markets (Managed Fund) was previously known as the Antipodes 

Asia Fund which targeted companies listed on Asian exchanges and derive revenue from Asia. As of 1 October 2022, the Fund invests in companies that are exposed 

to emerging markets or listed on emerging market stock exchanges. 

5 All metrics are based on gross of fee returns in USD terms since inception. The upside/downside capture ratio is the percentage of benchmark performance captured 

by the fund during months that the benchmark is up/down. Standard deviation is a measure of risk with a smaller figure indicating lower return volatility. The Sharpe 

ratio measures returns on a risk adjusted basis with a figure > 1 indicating a higher return than the benchmark for the respective levels of return volatility. 

Performance analysis 
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Global strategies

Note: The term “cluster” or “exposure” is used herein to 

reference a collection of positions which exhibit similarities in 

their risk profile. 

Key contributors to performance over the Quarter included: 

• Internet/Software – DM cluster, namely Meta 

Platforms with the company posting earnings ahead of 

analyst estimates. The company’s operating and capital 

expenditures are expected to be lower this year due to 

several cost-cutting measures, including layoffs which 

occurred throughout the quarter. Meta also announced a 

US$40 billion stock buyback program. 

• Consumer Cyclical – DM cluster, notably UniCredit 

which posted net profits of €2.46bn in the December 

quarter, exceeding analyst estimates. In addition, the 

company announced plans to boost its capital 

distribution programme by 40% as part of its goal to 

return €16bn by 2024. Further, towards the end of the 

quarter UniCredit received supervisory approval to buy 

back up to €3.34b of its own shares. 

• Hardware cluster, notably Seagate Technology which 

surged following quarterly results which exceeded 

analyst estimates. Commentary from the CEO was well 

received, in line with an expected recovery in the hard-

disk drive storage cycle and sell-side upgrades. This 

coincides with the imminent launch of the company’s 

meaningfully larger hard disk drive which will allow the 

company to take a larger share of datacentre storage, 

Seagate’s fastest growing end market.  

• Healthcare cluster, including Seagen after the 

biopharmaceutical company reported 2022 full-year and 

fourth-quarter results exceeding estimates. Further, the 

company provided CY23 guidance indicating a revenue 

uplift of 9.5% on 2022. Also, during the quarter, Seagen 

advanced on reports Pfizer is considering acquiring the 

company. Similarly, Sanofi contributed to portfolio 

performance after announcing the acquisition of auto-

immune focused biotech, Provention Bio. 

• Internet Software – Asia/EM cluster, after the Chinese 

government announced it would seek to guide and 

support private sector platform companies to participate 

in innovation, boost the development of key technology 

and cultivate world-class digital industry leaders, with 

Baidu and Alibaba key portfolio beneficiaries. At a stock 

level, Alibaba moved higher as the company announced 

it intends to split into six business units, with separate 

executives, boards and allowances to raise capital. 

• Newcrest, within the Tail Risk cluster with the gold 

price moving higher over the quarter amid concerns over 

banking failures. At a stock level, Newcrest also 

benefitted from renewed takeover discussions with 

American miner, Newmont Corporation. 

 

Key detractors to performance over the quarter included: 

• Consumer Cyclical – Asia/EM cluster, notably 

Country Garden Services Holdings which saw profit 

taking after a strong rally to start the year. The property 

services company was also impacted by weaker 

January property data as a result of the Chinese New 

Year period, with February property sales recovery also 

weaker than expected. 

• Oil/Natural Gas cluster, including Halliburton and 

TotalEnergies which were impacted by weakness in the 

sector, with energy underperforming the broader market 

over the quarter.  

• Northrop Grumman within the Industrials cluster, with 

the aerospace and defence company experiencing sell-

side analyst downgrades, citing US defence budget 

pressures and cost input pressures. 

• Frontier Communications within the 

Infrastructure/Property – DM cluster as the company 

was negatively impacted following the lowering of the 

target for its fibre rollout to households from consensus 

estimates during a recent earnings call. 

• Short positioning in the Industrials, Internet/Software – 

DM and Tail Risk clusters detracted over the quarter. 
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Antipodes Global Fund 

Top 5 contributors & detractors

Top 5 contributors 

Meta Platforms 1.6% 

Seagen Inc 0.7% 

Newcrest 0.6% 

Seagate Technology 0.6% 

UniCredit 0.6% 

 

 

Antipodes Global Fund – Long 

 Top 5 contributors & detractors

 

 

  

Top 5 detractors 

Country Garden Services Holdings Co Ltd (0.7%) 

Halliburton (0.4%) 

Northrop Grumman Corp (0.3%) 

Frontier Communications (0.2%) 

Internet/Software – DM (0.2%) 

Top 5 contributors 

Meta Platforms 1.6% 

Seagen Inc 0.7% 

Newcrest 0.6% 

SAP 0.6% 

Siemens 0.6% 

Top 5 detractors 

Country Garden Services Holdings (0.6%) 

Halliburton (0.4%) 

Northrop Grumman Corp (0.3%) 

Frontier Communications (0.2%) 

KB Financial Group (0.2%) 
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Emerging Markets strategy

In addition to the relevant positions discussed above, key 

contributors over the Quarter included: 

• Internet Software – Asia/EM cluster, which benefitted 

from the Chinese government announcing its intention to 

guide and support private sector platform companies as 

mentioned above. At a stock level, Alibaba moved 

higher as the company announced its intention to split 

into six business units, with separate executives, boards 

and allowances to raise capital. 

• Also within the cluster, Dada Nexus and Mercadolibre 

contributed. Dada Nexus advanced as the Chinese retail 

delivery and logistics platform delivered third quarter 

results, highlighted by net revenue increasing 41% year-

on-year in addition to positive guidance for coming 

quarters. Latin-American e-commerce retailer 

MercadoLibre surged upon news of one of its key 

competitors filing for bankruptcy, with the company 

poised to increase market share significantly. 

• Hardware cluster, including TSMC and Samsung 

Electronics which advanced supported by the memory 

cycle turning. Earlier in the quarter TSMC reported 

strong fourth-quarter earnings, exceeding analyst 

estimates with the semiconductor manufacturer 

benefitting from Taiwanese legislation around the 

accounting treatment of R&D costs. Later in the quarter 

Samsung announced its plan to invest US$228 billion in 

a new semiconductor complex in South Korea as part of 

a broader push by the Korean government to create one 

of the largest semiconductor manufacturing clusters in 

the world. 

 

• Consumer Defensive – Asia/EM cluster, notably 

FEMSA where the Mexican food and beverage 

conglomerate launched a large-scale stock and equity-

linked sale for part of its holdings in the Dutch beer 

group, Heineken. The divestiture forms part of FEMSA’s 

broader strategic review and focus on core operations. 

 

In addition to the relevant positions discussed above, key 

detractors over the Quarter included: 

• Oil/Natural Gas cluster, including Petro Rio which was 

impacted by weakness in the energy sector over the 

quarter. The company was further impacted by the 

Brazilian government’s four month crude oil exports tax 

announcement, which removes legacy fuel tax breaks 

given by the previous administration. 

• Infrastructure/Property – Asia/EM cluster, notably 

Indus Towers after the telecom tower service provider 

booked an accounting provision early in the quarter due 

to uncertainty that Voda Idea would be able to meet their 

payment obligations in FY24. Indus Towers subsequently 

rebounded as the Indian Government announced it would 

take a 33% stake in Voda Idea, as well as provide a 

capital injection as a provision for outstanding liabilities. 

Later in the quarter, reports emerged the provider is likely 

to take another provision against Voda Idea's trade 

receivables in the March quarter. 

 

 

 

 

Top 5 contributors & detractors

Top 5 contributors 

TSMC 1.1% 

FEMSA 0.9% 

MercadoLibre 0.8% 

Alibaba 0.8% 

MediaTek 0.7% 

Top 5 detractors 

Country Garden Services Holdings (1.3%) 

Indus Towers (0.6%) 

Petro Rio SA (0.4%) 

Contemporary Amperex Technology (0.4%) 

Meituan Dianping (0.3%) 

  



 

8 Antipodes   |   Quarterly Report   |   31 March 2023 

 

Global strategies

 

Key changes over the Quarter included: 

• Increased exposure to the Internet/Software – Asia EM 

cluster via re-initiating a position in Chinese internet 

holdings Tencent and adding to Alibaba and Baidu. We 

see positive catalysts for Tencent which include; 

WeChat’s share of time spent is increasing, monetisation 

is accelerating and with a more positive macro 

environment this will support the company’s advertising 

revenue and payments business. We also increased our 

exposure to Alibaba where we expect core earnings to 

grow 10-15% p.a. as the company focuses on profitability 

and exiting loss making operations. In addition, Baidu’s 

core search business has stabilised and will cyclically 

benefit from the shift in consumption spending from 

online goods to offline services with reopening. These 

additions were funded by exiting JD.com.  

• Increased exposure to the Hardware cluster via initiating 

a position in STMicroelectronics, a leader in auto 

semiconductors. Semiconductor demand in the auto 

sector is forecast to grow at a faster pace relative to 

history in the low-double digits. This is being driven by an 

increase in dollar content per vehicle due to electrification 

and increasing digital content. STMicroelectronics is 

priced at near trough multiples of c. 12.5x forward 

earnings, with earnings forecast to grow mid-single digit. 

• Similarly, within the cluster we added to Seagate on 

evidence that the launch of the company’s meaningfully 

larger hard disk drive is imminent, and Seagate will be 

first to market with this product. The new product will 

allow the company to take a larger share of datacentre 

storage which is the fastest growing end market. 

• Increased exposure within the Industrials cluster, via 

adding a position in Stellantis, a company born out of the 

2020 merger between Peugeot-Citroen and Fiat Chrysler 

resulting in the third largest OEM globally. Despite a 

slower move to electrify its fleet relative to peers, 

arguably allowing the company to avoid costly missteps, 

Stellantis is still the second largest vendor of BEVs in 

Europe with plans to launch electric vehicles in the US in 

2024.  

 

 

• Similarly, within the Industrials cluster, we initiated 

positions in CATL and Sany Heavy, two of China’s 

leading multinationals. Whilst we remain cognisant of 

geopolitical risk, we are purposely adding exposure to 

China’s recovering economy and loosening liquidity 

conditions. CATL is the global leader in EV batteries and 

will benefit from the meaningful ramp up in electric 

vehicles over the coming years. CATL commands 50% 

share of battery cells in China and over 35% globally. 

Construction equipment champion Sany Heavy, which 

has seen earnings meaningfully reset due to the 

slowdown in China’s economy, is well positioned for a 

recovery. The company is also well placed in higher 

growth Asian and EEMEA markets and has taken market 

share by pricing service extremely competitively. 

• The increase in the Industrials cluster was partially 

funded via reducing exposure to the Materials cluster, 

including locking in profits at Covestro and exiting 

Nutrien, to manage the overall cyclical exposure in the 

portfolio.   

• We also reduced our exposure to Consumer Cyclical - 

DM cluster via exiting the position in Wells Fargo due to 

potential headwinds to profitability should deposit funding 

costs rise and as tighter credit conditions flow through the 

economy. Overall exposure to financials was reduced 

further as we trimmed exposure to UniCredit following 

meaningful outperformance. 

• Elsewhere in the portfolio, we increased exposure to 

Consumer Cyclical – Asia/EM cluster via KB Financial 

and Shinhan Financial. Whilst Korean banks have long 

had optionality around better capital management, the 

outlook appears more prospective following the 

appointment of a new financial regulator. These positions 

were funded via exiting ICICI Bank which reached our 

valuation target. We trimmed exposure to the 

Infrastructure/Property – DM cluster via reducing 

positions in T-Mobile and Frontier Communications.  

• To further increase protection in the portfolio we 

increased short exposure to high yield credit, given risks 

around highly indebted economies that are increasingly 

vulnerable to further policy rate rises. In addition, we also 

increased long exposure to gold and rotated single stock 

shorts, given concerns around financial instability and 

recession.

 

  

Portfolio positioning 
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Antipodes Global Fund 

Cluster exposure & changes6 

Sector/cluster Long Short Net Benchmark 
3 month 

net change 
12 month 

net change 
Long examples 

Global 40.6% (7.2%) 33.4% 36.0% 3.9% 4.4%  

Industrials/Materials 14.7% (4.9%) 9.8% 13.7% 1.6% 1.6% 
Siemens, Siemens Energy, 
Toyota 

Oil/Natural gas 6.4% - 6.4% 4.2% 0.0% (1.3%) 
Flowserve, TotalEnergies, 
Halliburton 

Hardware 8.7% (0.7%) 8.0% 8.0% 2.6% 0.6% Seagate Technology, TSMC 

Healthcare 10.8% (1.6%) 9.2% 10.1% (0.3%) 3.5% Sanofi, Merck, Seagen 

Domestic – DM 35.9% (14.1%) 21.8% 56.2% (6.6%) (17.0%)  

Software/Internet 12.7% (5.7%) 7.0% 17.9% 0.7% (7.7%) 
Meta Platforms, SAP, 
Microsoft 

Consumer defensive 8.3% (0.6%) 7.7% 8.8% (0.5%) 3.6% 
Diageo, Walgreens, 
Richemont 

Consumer cyclical 10.4% (5.3%) 5.1% 22.0% (3.7%) (5.6%) Tesco, UniCredit, ING Groep 

Telco/Infrastructure 4.5% (2.4%) 2.0% 7.6% (3.0%) (7.2%) Frontier Communications 

Domestic - EM 21.3% (1.1%) 20.2% 7.4% 1.5% 6.0%  

Software/Internet 7.1% (0.3%) 6.8% 1.5% 2.4% 2.0% Baidu, Tencent, Alibaba 

Consumer defensive 1.9% - 1.9% 0.7% (0.5%) 1.9% FEMSA, Wuliangye 

Consumer cyclical 12.3% (0.7%) 11.7% 4.0% (0.2%) 2.0% 
Ping An Insurance, Bank 
Mandiri, Yum China 

Telco/Infrastructure - (0.2%) (0.2%) 1.2% (0.2%) 0.1%  

Tail risk hedge (equity) 4.6% (4.9%) (0.3%) 0.4% 0.3% 3.9% Newcrest, Barrick Gold 

Total equity 102.5% (27.3%) 75.1% 100.0% (0.8%) (2.6%)  

Tail risk hedge (other) - (11.7%) (11.7%) - (3.0%) (2.0%) Credit Default Swaps 

Currency exposure  

    

 

6
 
Options exposure represents the market downside. For put options (typically used to limit potential downside) delta-adjusted exposure is used and for call options 

(typically used to capture potential upside) exposure is calculated using the current option value.
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Antipodes Global Fund – Long 

Cluster exposure & changes6 

Sector/cluster Long Benchmark 
3 month 

net change 
12 month 

net change 
Examples 

Global 36.4% 36.0% 1.2% (2.6%)   

Industrials/Materials 13.6% 13.7% (0.2%) (2.3%) Siemens, Siemens Energy, Toyota 

Oil/Natural gas 5.2% 4.2% (1.1%) (3.0%) 
Flowserve Corp, TotalEnergies, 
Halliburton 

Hardware 7.6% 8.0% 2.3% (0.2%) Seagate Technology, TSMC 

Healthcare 10.0% 10.1% 0.2% 3.0% Sanofi, Merck, Seagen 

Domestic - DM 33.7% 56.3% (2.8%) (4.5%)   

Software/Internet 11.8% 17.9% 1.0% (2.3%) Meta Platforms, SAP, Oracle, Microsoft 

Consumer defensive 7.4% 8.8% (0.6%) 2.5% Diageo, Walgreens, Richemont 

Consumer cyclical 9.6% 22.0% (1.7%) (1.4%) Tesco, UniCredit, ING Groep 

Telco/Infrastructure 4.9% 7.6% (1.5%) (3.3%) Frontier Communications, Terna 

Domestic – EM 16.9% 7.4% 0.6% 3.3%   

Software/Internet 4.3% 1.5% 0.3% (0.1%) Baidu, Tencent, Alibaba, JD.com 

Consumer defensive 1.8% 0.7% (0.2%) 1.8% 
Fomento Economico Mexicano SAB, 
Wuliangye 

Consumer cyclical 10.8% 4.0% 0.5% 2.0% 
Ping An Insurance, Bank Mandiri, Yum 
China 

Telco/Infrastructure - 1.2% - (0.4%)   

Tail risk hedge (equity) 4.2% 0.4% 0.4% 0.4% Newcrest, Barrick Gold 

Total equity 91.2% 100.0% (0.7%) (3.5%)   

Tail risk hedge (other) - - 0.0% -  

 

Currency exposure 
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Emerging Markets strategy

Key changes over the Quarter included: 

• Increased exposure within the Industrials cluster via 

adding to positions in CATL and Sany Heavy, two of 

China’s leading multinationals, as per comments above. 

• Increased Tail Risk exposure within the portfolio via 

initiating a position in Mexican gold miner, Fresnillo. 

Fresnillo offers attractive emerging market exposure to 

gold amidst an environment of heightened uncertainty 

and a shift in real yield expectations.  

• Increased Internet/Software – Asia/EM cluster 

exposure via adding to Chinese internet platforms. Over 

the quarter we increased the position size of Alibaba and 

initiated positions in Tencent and Baidu, as per 

comments above.  

• Rotated and decreased overall exposure to the 

Consumer Cyclical – Asia/EM cluster. We initiated a 

position in Korean e-commerce company Coupang, 

which reached attractive valuation levels. Similarly, within 

the cluster we initiated a position in Mexican low-cost 

airline carrier, Controladora Vuela Compañía de 

Aviación. The Mexican discount airline market has seen 

recent consolidation with the company poised to benefit 

from its competitive pricing on cross border routes to the 

US. Longer term, air travel has a long runway for growth 

in Mexico, whereby the most common mode of medium-

to-long haul transport remains bus travel. 

• Also within the Consumer Cyclical – Asia/EM cluster, 

we added Korean banks, KB Financial and Shinhan 

Financial (as per comments above) whereby regulatory 

changes can lead to a more favourable outlook for 

shareholders.  

• Additions within the cluster were funded by trimming 

YumChina and H World Group after strong performance 

following China’s reopening and trimming strong 

performing bank exposures ICICI Bank and Bank 

Mandiri. We also exited Kiwoom Securities, with the 

trading platform exposed to higher risks from a slowdown 

in global equity market performance and trading activity. 
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Antipodes Emerging Markets (Managed Fund) 

Cluster exposure & changes7 

Sector/cluster Long7 Benchmark 
3 month net 

change 
Long examples 

Global 29.5% 39.0% 3.0%   

Industrials/Materials 13.1% 15.7% 4.6% Contemporary Amperex Technology 

Oil/Natural gas 3.9% 3.1% (1.9%) Reliance Industries, Petro Rio 

Hardware 12.6% 17.1% 0.3% TSMC, Samsung 

Healthcare - 3.1% -  

Domestic - EM 61.7% 60.2% (4.6%)  

Software/Internet 14.3% 14.0% 1.1% Tencent, Alibaba, Baidu 

Consumer defensive 7.7% 6.6% (0.7%) FEMSA, Wuliangye 

Consumer cyclical 37.3% 31.9% (5.3%) Ping An, Galaxy Entertainment 

Telco/Infrastructure 2.3% 7.7% 0.4% Indus Towers 

Tail risk hedge (equity) 1.6% 0.8% 2.8%   

Total equity 92.8% 100.0% 1.2%   

Tail risk hedge (other) - - -   

Currency exposure 

 

   

 
7 For the purposes of risk management, the fund was long a China Equity ETF put option with a premium value of 0.03% and a delta adjusted exposure of -1.19% 

(not shown). Call (put) options represented as the current option value (delta adjusted exposure). 
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Siemens Energy AG was spun out of former parent Siemens AG in September 2020, in the latter’s latest 

step in its ongoing simplification. It hasn’t all been plain sailing, but the world has changed since then - in 

ways that benefit Siemens Energy’s outlook.

Climate change has evolved in the minds of the public and 

policy makers from an incipient future challenge to a current 

threat, whilst Russia’s aggression in Ukraine has refocused 

attention on energy security. The numerous global policy 

announcements, such as the US Inflation Reduction Act 

(IRA), will support structural growth in decarbonisation 

investment. Whilst the EU’s policy response to the IRA is 

inevitably a slower burn given the national decision making 

that hampers the EU’s speed of response, it also adds 

impetus. 

Siemens Energy is comprised of multiple businesses, which 

in totality offer perhaps the most comprehensive suite of 

products and solutions to address current and future energy 

needs; providing solutions to both challenges. In its relatively 

brief listed history, operational challenges have been 

exacerbated by a messy corporate structure and equity 

issuance overhang; the combination of which gave rise to a 

perception of complexity and a lowly valuation.  

As of today, a clean and simple investment case is 

emerging, with Siemens Energy offering pureplay exposure 

to generational energy transition market tailwinds and 

material self-help profit improvement opportunities, led by a 

credible management team while trading at very low 

multiples. 

Irrational extrapolation  

Siemens Energy’s current valuation discounts that the 

cyclically depressed growth rate and margin profile continue 

into perpetuity; neither is likely true, with a credible case for 

both to accelerate meaningfully in the coming years. 

To view today through the correct lens, it may be helpful to 

take a brief trip down memory lane. Siemens Energy is the 

combination of Siemens AG’s former Gas & Power 

businesses with the wind turbine maker Siemens Gamesa 

(SGRE), which itself was a merger between Siemens’ wind 

assets and the formerly listed Gamesa. 

Siemens Gas & Power businesses make gas turbines for 

energy generation (in a division called Gas Services), supply 

transmission equipment for the transportation of high-voltage 

electricity (Grid Technologies) and provide equipment to 

process industries (Transformation of Industry). At the time 

of the spin, each was suffering from a depressed level of 

profitability whilst facing lingering questions about potential 

growth rates.  

We will discuss each of these businesses in turn, but we 

must first address Siemens Energy’s own enfant terrible, 

Siemens Gamesa - the product of the 2017 merger of 

Siemens’ wind assets into the listed turbine maker Gamesa. 

Poor integration and focus left the business in poor shape to 

weather the shocks that COVID brought.  

Wind was one of the industry’s worst affected by the supply 

chain challenges and movement restrictions that COVID 

imposed, whilst the contracts that the relatively young wind 

turbine manufacturers had signed provided little protection 

against soaring raw material prices or the transportation cost 

of these vast engineering marvels, which became 

inordinately expensive. The crews who travel the world 

finalising installations were unable to do so, incurring 

penalties under contracts which weren’t written with COVID 

in mind.  

Thankfully, as with COVID itself, the shadow of these 

disruptions is fading. Raw material prices and transport 

constraints have eased, and the wind industry both 

increased prices and changed their contracting basis to 

better manage risk.  

In fact, when we look at the contracting price for onshore 

wind turbines, there are reasons to be cautiously optimistic 

that pricing should be sufficient to offset the change in the 

cost of goods sold (COGS), most of which are now falling. 

 

Feature: Siemens Energy AG 
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Figure 2: Wind COGS index vs onshore average selling price (ASP)   

 

Source: Antipodes, company reports, Bloomberg, FactSet, various 

Whilst this graph is indicative rather than prescriptive and it 

will take a few more quarters for the orders signed with weak 

pricing to work their way through the financial statements, 

pricing power has improved and better margins seem to be 

in the pipeline. 

In addition, Siemens Gamesa’s margins will be aided by the 

recently announced Mistral program, focused on improving 

execution driven by a long-serving Siemens fixer, Jochen 

Eickholt. The buy-in of the Siemens Gamesa minorities has 

increased the company’s control over its own destiny, but we 

concede there remains uncertainty regarding the pace at 

which margins recover, and which presents the greatest 

single risk to our constructive view on the overall group.  

However, when framing the potential at Siemens Gamesa it 

is instructive to look at the profit performance of Siemens 

Energy’s other businesses during their own prior cycles, for 

which we can reconstruct reasonable time series using the 

historical disclosure of former parent, Siemens AG. 

 
Figure 3: Gas & Power, historical trends 
 

 
 

Sources: Siemens, Siemens Energy, Antipodes 
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The margin of the gas and power business has been 

remarkably cyclical for a long duration contracting business. 

The industry suffered from overcapacity post the US gas 

boom in the early 2000s, with recent aggressive restructuring 

across the three remaining large suppliers contributing to 

increased optimism around the future margin potential. 

For now, the gas market is dominated by demand from 

emerging markets, particularly China in 2022, a trend that we 

expect to continue. However there is a reasonable 

expectation that gas serves as a crucial technology provider 

to deliver the energy transition, given the need for reliable 

back up power. There may need to be regulatory changes in 

the Western World to catalyse new demand, such as the 

introduction of a capacity market, but pragmatism dictates 

these are likely.  

Gas has a role to play in the path to net zero, and the 

business continues to harvest the lucrative service and 

maintenance earnings stream from the installed base, an 

activity which comprises around 65 per cent of sales and 

continues to deliver a margin above 20 per cent. What this 

makes abundantly clear is the need for Siemens Energy to 

improve the profitability of the new equipment business, 

which should be helped by better contracting as well as 

broader industry restructuring. 

The transmission business, which connects power 

generation sources to the place of consumption, has a very 

bright future. This technology is essential for connecting 

renewables to the grid, with Siemens Energy a top 2 supplier 

across their different product sets. The book to bill is 

indicative of significant future growth, and whilst margins are 

currently tracking in the low single digits, in prior 

transmission upcycles they have reached double digits in line 

with management’s current expectations. 

The Transition of Industry business is principally a supplier of 

various pieces of engineering technology to the 

petrochemical industry, at all points of the value chain. 

Despite the end market exposure, this business will remain 

critical to the proper functioning of the world economy for the 

foreseeable future.  

Capex in process industries is highly correlated to the oil 

price, which has been at a cyclically low ebb in recent years. 

Antipodes holds a constructive view on the oil price, driven 

by the long period of underinvestment in supply that the chart 

below accurately reflects. 

Figure 4: Process industry capex vs the oil price  

 

Source: Antipodes, Exane, company reports 
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Siemens Energy’s Transition of Industry business stands to 

benefit as the global oil industry deploys capital. There 

remains a significant medium-term gap between visible 

supply and forecast demand, which Siemens Energy’s 

products will help solve.  

Another part of the Transition of Industry opportunity is self-

help profit improvement. In 2013 Siemens bought Dresser-

Rand, which as far as we can tell, until recently was never 

properly managed or integrated into the larger entity. 

Compression, the product that Dresser-Rand supplies, is the 

single largest subsegment of the Transformation of Industry 

division and, in the prior process capex upcycle, Dresser-

Rand delivered high teens margins which stand a long way 

above the 1.4 per cent that the division realised in fiscal 

2022. A more focused management team is finally seeking to 

address this underperformance. 

The likely renaissance in the fossil end markets of the 

Transformation of Industry business are not seen as an 

excuse for inactivity, with the company seeking to reposition 

as a provider of green solutions – for example, be it efficient 

and future facing process solutions, electrolysers for 

hydrogen, etc. To summarise, Siemens Energy has two 

businesses which are clear transition beneficiaries (Siemens 

Gamesa and Transmission) and two which have a more 

nuanced, but equally compelling, exposure. 

Business resilience/multiple ways of winning  

Resilience has been enhanced by the recent capital raising 

to finance the acquisition of SGRE. Whilst the deal could 

have been funded from the balance sheet, it was a sensible 

move to de-risk the transaction by raising equity. A 

contracting business such as Siemens Energy is reliant upon 

its credit rating as a signal to counterparties, the 

maintenance of which this equity offering all but ensured. 

We also place stock in the current management team. As a 

business which engages in sizeable, long-duration projects, 

the financial outputs of the business will only ever be as 

good as the risk controls which prevailed when those 

contracts were signed. This hasn’t always been great, in 

either of the entities which today form Siemens Energy. Such 

practices can take time to change, but the track record and 

candour of the current management team are something we 

value. 

Margin of safety 

The margin of error is underwritten by the very low valuation 

applied to the equity. Earnings in the wind turbine business 

are at a trough, and whilst the cadence of recovery is 

somewhat opaque, in our view the current valuation of the 

group implies minimal value ascribed to the wind assets.  

We estimate that Siemens Energy is currently priced on x11 

fiscal 2025 earnings and under 7x EV/EBITA. This is less 

than half the multiple of wind peer Vestas and well below any 

other company exposed to the energy transition that we can 

find. We would also expect the company to rerate as the 

market appreciates the transition to a higher, less volatile 

growth profile. 

Margin of error 

Whilst we acknowledge there is uncertainty over the pace of 

profit recovery in the wind business, from an operational 

perspective, a market tailwind is an advantaged position from 

which to begin. This is very important in limiting the margin of 

error around the cyclical contracting nature of the business. 

The curious thing about the company’s portfolio is, that 

whatever the speed of the transition to net zero, there is a 

business segment that benefits. For example, gas will play a 

critical role in the net zero transition, as the most viable 

source of reliable conventional generation for those periods 

when the sun doesn’t shine or the wind doesn’t blow. Most 

estimates are that for every megawatt of renewable capacity 

there needs to be roughly two-thirds of a megawatt of 

reliable back up. If the build out of renewables is to take 

place as planned, then this distributed generation will all 

need to be connected to the grid. Siemens Energy’s 

transmission portfolio does just that. The supportive 

backdrop for wind is clear. The closest thing that the 

renewables sector has to conventional baseload power 

generation is offshore wind, a market in which Siemens 

Energy has a 65 per cent market share.
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Almost 15 years to the day that Bear Stearns collapsed, the demise of Silicon Valley Bank marked the 

largest bank failure since the 2008 financial crisis. Shortly after, across the Atlantic, Credit Suisse was 

taken under by its frenemy, UBS. Global equities rose in March, a remarkable outcome given the 

uncertainty, and for the quarter, as the market bets that Fed rate cuts are imminent. Pleasingly Antipodes 

Global portfolios generated alpha during the quarter.

Silicon Valley Bank (SIVB) may prove to be the Minsky 

butterfly that flapped its wings. The regional bank, which 

accounted for just 1% of system deposits and loans and 

unravelled in a matter of days, has become a household 

name. Most banks globally run a mismatch between the 

duration of assets (loans) and liabilities (deposits), but the 

sudden demise of SIVB resulted from a combination of 

idiosyncratic and systemic issues, with the latter conveniently 

ignored in the assessments of what went wrong by the Fed 

and US Treasury.  

SIVB is a single industry bank (it reportedly banked around 

half of all venture capital backed start-ups in the US), with a 

dependence on corporate deposits, and therefore a 

disproportionately high degree of uninsured deposits8. A tech 

slowdown saw customers withdraw deposits to support their 

own businesses, but these short-term deposits had been 

invested in much longer dated Mortgage Backed Securities 

i.e. a relatively extreme duration mismatch. These securities 

were predominantly classified as long-term assets – or held 

to maturity – which meant SIVB was not required to mark the 

value of these assets to market prices per the current 

regulation, nor recognise the losses in capital. Higher interest 

rates meaningfully eroded the value of these securities, and 

any forced sale of these assets to meet continued customer 

deposit withdrawals would have wiped out SIVB’s equity.  

The failure of SIVB is in part a failure of the regulatory 

framework; regional banks should not have been exempt 

from mark to market rules on available for sale securities 

portfolios, nor been allowed to hold such a large proportion 

of their liquidity in long duration assets. SIVB is not alone, 

there are other banks with material unrealised losses on 

bond portfolios and a large portion of funding from uninsured 

deposits. That doesn’t mean all regional banks are insolvent 

or will face deposit runs – they won’t. However, it is fair to 

say that other banks with similar structural weaknesses as 

SIVB will be exposed, and there is a risk of a flight to quality 

away from the fragmented tail of regional and community 

banks that sit outside the top 20 banks and account for 40% 

of the system. 

SIVB and Credit Suisse are often discussed analogously, but 

the issue at Credit Suisse was different and bank specific. 

 

8 Greater than USD250,000 per account 

Credit Suisse was a systemically important bank and 

consequently subject to stringent regulatory requirements but 

was already suffering a crisis of confidence after losing 40% 

of deposits in 2022, the bulk of which were lost in 4Q22. The 

collapse of SIVB saw clients and investors on high alert to 

weaknesses in the financial system, and the Swiss 

government - under significant pressure from the US - 

brokered a deal to stop the crisis spreading further. 

The structure of the US banking system is also at the heart 

of the current crisis. The US banking system is fragmented. It 

has a deep money market which creates competition for 

deposits, a high degree of fixed-rate lending which can 

exacerbate the asset-liability mismatch, and corporate 

lending faces competition from a deep bond market. The 

high degree of fixed-rate lending is a function of the US 

government’s disintermediation/regulation of the complying 

residential mortgage market as a 30 year fixed rate loan with 

a “free” option to refinance if rates fall – home loan borrowers 

in the rest of the Western World can only dream of such a 

socialist policy! With bank capital ratios overstated due to 

unrealised losses on bond portfolios, the US banking system 

is shifting from one of excess capital which bolstered 

shareholder returns via buybacks and dividends which in turn 

supported share prices and valuations, to potentially needing 

to raise capital. 

By contrast, European banks have a dominant share of 

savings and lending. Deposits are less likely to leave the 

system and competition for deposits is relatively benign. 

European banks also have a better asset-liability match due 

to a larger mix of floating rate loans including residential 

mortgages to lend on. Higher cash rates can be passed on to 

depositors and borrowers, protecting banks’ net interest 

margins. European banks also have smaller bond portfolios. 

The same can be said of the Australian banking system.  

Most importantly European regulators have been stricter post 

the 2008 financial crisis and subsequent European sovereign 

debt crisis resulting in higher capital requirements and more 

conservative lending practises. Europe hasn’t seen the same 

lending excesses as the US and capital ratios are cleaner as 

they include mark to market losses on any securities. 

Outlook
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The Antipodes Global portfolio’s holding in UniCredit S.p.A. 

is a good illustration. The Italian bank has a core tier 1 

capital ratio of 16% - which could be double the average US 

bank on a mark to market basis – implying 30% of current 

market cap in excess capital. Net interest revenue is growing 

15% p.a. and non-performing loans have meaningfully fallen. 

The company is priced at 4x earnings and 0.5x book with a 

payout yield of 20%, and a well-communicated capital 

management plan which could see 80% of the market cap 

returned to shareholders over the next four years. 

As a result, the Global portfolios have been underweight US 

financials and we remain comfortable with our overweight to 

European financials, though our current exposure (at 3.4% 

for Antipodes Global Fund and 3.6% for Antipodes Global 

Fund – Long) has fallen from peak as return profiles 

moderated due to share price performance. 

Whilst we don’t see Europe suffering from the same issues 

as the US banking system, we do see stresses in other parts 

of the European economy, namely the real estate sector in 

Sweden and Northern Europe more broadly. The challenges 

in the listed and unlisted real estate sector are not limited to 

Europe, rather this is a broader issue for a sector which 

carries a substantial amount of leverage and relies on short-

term variable funding. Higher short-term rates will see 

meaningful pressure build – a topic we revisit through this 

report.  

Even though SIVB wasn’t deemed too big to fail while alive, 

the uncertainty cast across US regional banks saw policy 

makers move quickly. There now seems to be an implicit 

deposit guarantee for any bank once it has failed, i.e. ex-

post, which is not as effective as an explicit guarantee for all 

deposits ex-ante. Deposit guarantees, or even an 

expectation of guarantees, provides some protection against 

bank runs but they don’t solve the problem, which is that 

monetary policy is very likely too tight for the system to 

remain stable as overall profitability is squeezed.  

The Fed also created a new program where banks can 

access additional liquidity for up to one year by posting high 

quality collateral, to prevent the forced liquidation of assets to 

meet deposit withdrawals. Importantly this collateral is valued 

at par as opposed to market value, but the liquidity comes at 

a high cost – banks are replacing zero/low cost deposits at 

5%. It’s also worth remembering that the US banking system 

contains $18t in deposits of which $10t are uninsured, and 

$42b of SIVB’s deposits fled in less than a day. 

 

9 JP Morgan, Bank of America, Citigroup, Wells Fargo 

Higher cash rates could see deposits leave the system for 

higher yielding cash management accounts, and we are 

seeing some evidence of this already. Competition for 

deposits is already increasing as banks broadly seek to hold 

on to sticky, low-cost retail deposits but uncertainty can see 

disproportionate stress on regional banks as deposits 

gravitate to the large, money centre banks9. In this context it 

is worth noting that the longer tail of banks outside the top 20 

account for 40% of system deposits. 

The key implications of recent events are pressure on bank 

profitability as deposits re-price, overstated capital ratios due 

to unrealised losses on bond portfolios, and tighter regulation 

and/or a focus on liquidity which could impact credit creation. 

A higher cost of funding would be manageable if most 

lending was at variable rates, as it is in most banking 

markets, but in the US almost 60% of assets (loans and 

bonds) are fixed rate, and if fixed the duration is generally 

above five years. As the cost of deposits rise, US banks are 

unable to reprice loans or bond portfolios fast enough, 

resulting in pressure on net interest margins and bank 

profitability. Our simple analysis suggests that if deposit 

costs increase 100bp across the system from the current 

1.5%, return on equity for the banking system would fall from 

12.5% to 8.3%, a 33% reduction. On top of this the Fed is 

draining money from the system thanks to quantitative 

tightening (QT), which will see deposits fall further. 

The pain from tighter monetary conditions may not be limited 

to the banking system alone. We have already seen 

instances of commercial real estate property defaults due to 

an inability to refinance. Likewise, Private Equity can be 

challenged given its dependence on the leveraged loan 

market which is also variable rate and has also received a 

shock. Further, a loss of confidence could drive a credit 

crunch and potential default cycle as private equity firms 

struggle to refinance leverage loans. 

Macro and policy implications 

Regional banks are essential. The strict definition of a 

“regional” bank in the US is a bank with less than $250b in 

assets, which is to say that this categorisation will include 

some very large deposit funded franchises. Nevertheless, 

regional banks account for nearly 40% of total credit in the 

US system, and often this credit is directed towards small 

and medium sized businesses which are critical for the 

economy. Even if regulation isn’t tightened, risk management 

and liquidity will become the focus, which is likely to be a 

meaningful headwind for credit creation and in turn the US 
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economy. Some sectors have an even greater dependence 

on regional banks. For example, on the Antipodes’ definition 

of a regional bank (less than $100b in assets), regional 

banks account for a whopping 70% of commercial real estate 

(ex multi-family) loans or 38% of total debt funding. As 

previously mentioned, commercial real estate is already 

under stress with high private market leverage (US public 

market REITS are an exception, with leverage much lower 

than European counterparts), rising rates and falling 

occupancy as demand for office properties has fallen in the 

post-COVID world – and the banks they rely on for funding 

and refinancing are now under pressure. On our analysis the 

sector (including US office, retail and hospitality property 

assets) could require c.$1.5t equity injection from the owners 

of these assets over the long-term to reduce the rising debt 

burden from higher cap rates driving lower valuations. Since 

most debt is only recourse to the property, in negative equity 

situations, the owners are simply walking away.  

The solution is to cut rates. 

A rate cut could alleviate funding pressure for banks, it will 

reduce mark to market losses on bond portfolios and will 

also, eventually, increase the demand for loans.  

We argued that conditions were already too tight at the end 

of 2022 and recent events will tighten the screws further, and 

the Fed risks a very hard landing or worse. 

Money supply is now contracting on a year-on-year basis in 

the US – a rare event and an extremely negative impulse – 

as the contraction in the Fed’s balance sheet is happening at 

a faster pace than 2015 – 2019’s attempt at QT. Secondly 

the Fed Funds Rate has risen at its fastest pace outside the 

1970s/80s. The cash rate in the US was close to 0% just one 

year ago versus 5% today. For context, the last rate hiking 

cycle at the end of 2015 saw cash rates increase 2.25% over 

four years. Given that monetary policy impacts with a lag, the 

full effect of recent rate hikes will likely only be felt in 2024.  

 

Figure 5: Reduction in the Fed’s balance sheet – Unwinding attempts 

 

Source: FRED, Antipodes 

The recent 25bp rate hike will likely represent the peak of the 

tightening cycle. The Fed’s challenge of balancing inflation 

versus financial market stability can be somewhat solved by 

the market. The contraction in money supply coupled with a 

credit crunch can see inflation fall at a faster pace and 

unemployment rise - the ultimate release valve that lowers 

inflation, allowing the Fed to cut rates.   

We agree a Fed pivot is coming and recent events have 

brought the timeline forward, though the more relevant 

question is whether it represents a pre-emptive “positive 

pivot”, with the Fed acknowledging its error of setting policy 

using the lagging indicator of employment and cutting rates 

and/or reversing QT now, or a lagging “negative pivot” with 

the Fed easing latter to fight the recessionary impacts of its 
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super aggressive tightness. We are very much positioned for 

the latter outcome where markets do not bottom until the 

earnings downgrade cycle matures and the Fed is well into 

the easing cycle. 

The labour market has been slow to loosen in the US and 

pressure on wages remains elevated. Whilst cracks are 

appearing in the manufacturing and construction sector, the 

economy remains relatively resilient, supported by the 

services sector and household that has been shielded from 

higher rates thanks to fixed rate mortgages. The Fed will find 

itself in a difficult dilemma if inflation remains uncomfortably 

high.  

Further, the sustainability of the US budget deficit which is 

forecast to reach 6% of GDP by next year, will get more 

airtime as the periodical US debt ceiling circus plays out in 

Washington. These bonds will sell but with the natural buyers 

of these securities such as US banks sidelined and with the 

Fed actually adding to supply via its QT selling, the question 

is at what yield will this debt be raised with important 

repercussions for equity market valuations. 

Stresses in the US financial system are a function of policy 

error, the seeds of which were sewn during COVID. Rather 

than setting policy in a countercyclical manner as China and 

many emerging markets did, Western central banks 

reinforced extremely loose fiscal policy and are now cleaning 

up the inflation hangover with the US the worst offender. 

Consequently, policy divergence between the Fed and the 

rest of the world has reached extreme levels. In simple terms 

the Fed is too tight or Western central banks elsewhere are 

behind the curve and need to catch up. The reality is 

somewhere in between. As already mentioned countries with 

expensive and weakening property markets, high household 

debt and greater disposable income sensitivity to floating 

rate mortgages and/or an imminent refinancing cycle are 

most vulnerable e.g. Australia, UK, Canada, Sweden and 

Northern Europe more generally. These markets will remain 

challenged until rates fall or housing prices fall to the point 

where affordability is restored. The added challenge for 

these central banks (ex Bank of Canada) is that inflation 

remains elevated. Inflation in Sweden and the UK is still 12% 

and 10% respectively, and Australia is not much further 

behind at 7%. Will policy remain tight to address inflation and 

maintain currency, or will rates be cut to support the 

household/economy? The Antipodes Global Long-Short 

strategy has tail risk hedges against vulnerable exposure 

within these highly leveraged economies.  

 

10 Hedging costs reflect the difference in short-term rates 

It's also worth noting that any policy normalisation between 

the US and the rest of the world will be positive for any 

emerging markets that are not facing a recession and will 

likely spell the end of the US Dollar bull run. The carry 

available to foreign investors in long-term Treasuries is 

elevated. For example Japanese investors are able to earn a 

positive carry of 3.4% investing in 10Y Treasuries which is 

materially higher than the long-term average. However, on 

an FX-hedged basis the carry drops to -1.5% which is 

materially below the long-term average given how high US 

short-term rates are relative to Japan’s10. The result is similar 

across most Western World USD currency pairs.  

While the USD has been rising, foreign owners have not felt 

the need to hedge out the exposure to the Dollar, but 

increasingly foreign holders of long-term USD denominated 

assets will, all else equal, look to sell as the Fed’s policy 

error becomes more apparent. A Fed pivot/policy 

normalisation will see hedging costs decline which can 

accelerate the depreciation of the USD. The Antipodes 

Global portfolios have increased exposure to the Japanese 

Yen, which can strengthen in a risk off/hard landing in the 

US, and a soft landing in the US from a narrowing in policy 

divergence.  

We remain relatively defensively positioned in this current 

environment, particularly in our developed market exposure 

given the threat of financial instability and recession. Our 

healthcare cluster (e.g. Sanofi and Merck) and enterprise 

cluster (e.g. SAP and Oracle) remain key portfolio holdings, 

and we remain underweight Western world 

discretionary/domestic cyclical exposure.  

The macro backdrop in the US/Western World is more akin 

to the 1930s or 1970-80s which experienced a much more 

volatile economic and policy cycle. This weighed on equity 

market multiples, and the valuation of US equities on a 

cyclically adjusted basis was significantly below where it is 

today of ~28x (figure 6). Remarkably analyst forecasts still 

imply US earnings will remain relatively flat on a year-on-

year basis but using prior recessions as a guide, earnings in 

the US could fall at least 10-15%. This would lift current 

valuations from 18.5x forward earnings to c. 21x – a 

meaningful premium to history. Evidently the equity market is 

factoring in a positive outcome on rates by the end of this 

year when there is no guarantee long-term rates will 

materially fall given the size of the budget deficit in the US. 

We remain underweight US equities with this underweight 

concentrated in consumer facing domestic cyclicals. 
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We are comfortable taking cyclical exposure via beneficiaries 

of new investment cycles around decarbonisation, onshoring 

and infrastructure – some of which will be tomorrow’s secular 

winners. For example Siemens Energy, covered in this 

quarterly feature and in a recent episode of the Good Value 

podcast, or TotalEnergies, which is directing its capex 

towards increasing its tilt to gas as well as renewables, 

hydrogen and other transition technologies. The company is 

priced on a free cash flow yield of c. 15% at the current oil 

price.  

With China reopening and emerging from recession, it is in a 

very different part of the economic and policy cycle relative to 

the West, and we remain comfortable with our overweight. 

China has the firepower to loosen further as Western 

demand weakens, and accumulated household savings can 

provide additional support to activity. Further, China has 

already been through an earnings downgrade cycle and 

valuations have fallen to 12x earnings. Our focus is domestic 

out of home services recovery and emerging multinationals. 

Baidu, China’s leading search engine, can be a beneficiary 

of the pivot in household spending from online goods to 

offline services and is priced at 10x core earnings ex cash 

with the potential for additional upside from investments in 

the cloud and AI. 

It is important to acknowledge that in post-COVID world of 

fiscal activism, the range of outcomes remains very wide, 

and we must always consider the bullish scenario and will 

remain flexible in mindset in the face of incoming data. 

Margin compression has started and can arguably only be 

offset by cost cutting, including labour shedding. We would 

appear to be on the cusp of a significant step-up in 

unemployment as US/Western World corporates start to 

shed jobs to protect margin. If this doesn’t happen and 

corporate margin/profitability stabilise, it would be a question 

of what we’re missing in our reading of the leading indicator 

tea leaves. The Global Long-Short strategy would be 

vulnerable if the Fed acknowledged its error of setting policy 

using the rear-view mirror and pre-emptively cut rates and/or 

reversed QT now. Tail risk hedges including Yen and gold 

exposure would provide some protection against the 

“positive pivot” scenario. 

.

 

Figure 6: Nominal GDP vs S&P CAPE 

 

Source: Source: Yale, Antipodes 
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At Antipodes: 

• We integrate responsible investing throughout the investment process of each strategy 

• We form a wholistic forward looking assessment of ESG risks and opportunities through the 

analysis of quantitative and qualitative inputs  

• We are active managers and will engage with companies with the aim of effecting positive change

Highlights

IIGCC workshop  

During the quarter, Antipodes was approached by a working 

group from within the Institutional Investor Group on Climate 

Change (IIGCC). The working group aims to standardise the 

Net Zero Stewardship asks by asset owners on asset 

managers and had developed a questionnaire and reporting 

framework. Antipodes was invited by the group to provide 

feedback on the questionnaire and reporting asks, from the 

perspective of an asset manager.  

Meetings with European chemicals companies  

During the first quarter of 2023, the investment team met 

with European chemicals companies (including Evonik 

Industries, Covestro AG and others) in London.  

We see indications that chemicals companies are 

increasingly being seen as facilitators of the energy transition 

(including in lightweighting, or the use of recyclable and 

insulating materials).  

A key area of discussion was the value in use of chemicals 

from a life-cycle perspective (i.e. the value of carbon 

avoided), compared to the initial carbon footprint. The value 

in use argument is growing in recognition compared to the 

first derivative thinking on initial carbon footprint.  

At the same time, we see companies continuing to take a 

head on approach to addressing the concerns of direct 

emissions through targeting investments in green capex and 

improvements in chemical flowsheets. 

Corporate social responsibility 

During the month of March, our charity partner ReachOut 

Australia hosted their annual month-long fundraising 

campaign, “Laps for Life”. ReachOut is Australia’s leading 

online provider of mental health support and resources for 

young people and their carers.  

Participants in the Laps for Life campaign committed to 

swimming a certain distance over the month while raising 

funds through sponsorship for ReachOut.  

A team of Antipodeans and friends donned swimming caps 

and goggles to participate in Laps for Life. In addition, as a 

company, we hosted a “dollar matching day” as part of the 

campaign and helped to drive donations by matching 

$50,000 worth of sponsorships made on the day.  

In total, the Laps for Life campaign raised $3.87m for 

ReachOut. 

Quarterly case study 

Engagements with Meta Platforms Inc and Microsoft Corporation 

In late 2022, the Australian Government’s eSafety 

Commission released a summary of industry responses to a 

request on how online platforms are meeting the 

Commissioner’s Basic Online Safety Expectations (BOSE).  

The BOSE transparency report highlighted opportunities for 

both Meta and Microsoft to improve how they prevented the 

sharing of child sexual exploitation and abuse (CSEA) 

imagery and other unlawful or harmful material across their 

platforms.  

During the quarter, Antipodes engaged with the boards of 

both Meta and Microsoft to hold the companies to account 

for the limitations raised in the transparency report. We also 

sought clarification on the measures the companies currently 

have in place and intend to put in place to reduce the 

transfer of CSEA imagery and other unlawful materials 

through their platforms.  

  

Responsible investing and ESG quarterly snapshot



 

23 Antipodes   |   Quarterly Report   |   31 March 2023 

 

Portfolio metrics 

Proxy voting  

In the 12 months to March 2023, Antipodes delivered votes at 

111 shareholder meetings. Of the 1,410 individual items, 253 

items were considered non-routine, which we define as items 

more likely to have a greater impact on shareholder value.  

 

Figure 7: Carbon emission intensities 

  

Source: Sustainalytics, FactSet, Antipodes. Note: Long positions only 

Fortis Inc 

Fortis is an electricity utility with 5% of its asset base employed in fossil fuel-based generation and a credible decarbonisation 

plan, especially relative to peers. The company targets a 75% reduction in CO2 output by 2035 (using 2019 as the baseline). 

Fortis' plan is well supported by the company's intention to spend 75% of the 5-year capital expenditure budget on grid 

reinforcement and renewables.  

American Electric Power Company Inc 

In the fourth quarter of 2022, Antipodes initiated a position in American Electric Power Company Inc (AEP), an over 100-year-

old utility company headquartered in Ohio, United states. AEP is one of the largest listed owners of regulated coal fired 

generation capacity in the US. 

Along with being a highly regulated company, it has one of the best disclosure packs in the industry, including showing full 

breakdowns of its regulated asset base (RAB) associated with coal by subsidiary. It has also introduced accelerated emission 

reduction goals. By 2021 the company had reduced CO2 emissions by 63%, using a 2005 baseline, and targets an 80% 

reduction in CO2 by 2030. By 2032 the company intends to have reduced coal capacity by 47% as a percent of total capacity, 

and by 2045 intends to be net-zero.  

The company has a record of delivering strong long-term shareholder returns and at the time of initiation was trading at a 

discount to US listed peers. AEP is one of the less understood beneficiaries of the Inflation Reduction Act 2022 (IRA), but in our 

assessment the upsized subsidies of wind/solar generation will kick off a new wave of developments across all the company's 

territories.     
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Twelve months to March 2023 Vote Statistics 

Meetings eligible to vote 111 

Meetings where votes tendered 111 (100%) 

Votable items 1410 

Non-routine items 253 

Votes against management (non-
routine items) 

49/253 (19%) 

Total 

95.1 
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Market returns to 31 Mar 2023 (USD, p.a.) 

Absolute performance (%) 1m 3m 1y 3y p.a. 5y p.a. 10y p.a. 

Regional equities (MSCI) 

AC World 3.1%  7.3%  (7.4%) 15.4%  6.9%  8.1%  

USA 3.5%  7.6%  (8.9%) 18.0%  10.5%  11.5%  

Europe 2.4%  10.6%  1.4%  15.0%  4.4%  5.4%  

Japan 4.0%  6.2%  (5.2%) 7.4%  1.4%  5.0%  

Korea 4.8%  9.6%  (14.4%) 9.8%  (1.7%) 2.8%  

AC Asia ex Japan 3.5%  4.3%  (8.9%) 6.9%  0.1%  4.1%  

All China 2.6%  5.0%  (6.4%) 1.1%  (1.9%) 4.0%  

EM ex Asia 0.9%  0.9%  (15.2%) 10.2%  (4.1%) (2.6%) 

Global sectors (MSCI) 

Consumer Discretionary 3.9%  14.2%  (12.1%) 13.8%  6.1%  9.0%  

Consumer Staples 4.6%  3.4%  0.6%  10.5%  5.9%  6.0%  

Energy (1.3%) (3.1%) 6.5%  30.7%  5.0%  2.1%  

Financials (6.5%) (1.5%) (10.8%) 15.9%  2.2%  5.6%  

Health Care 3.1%  (1.7%) (4.1%) 12.0%  9.4%  10.0%  

Industrials 2.1%  6.7%  (1.3%) 17.6%  5.7%  7.8%  

Information Technology 9.5%  20.4%  (7.5%) 21.3%  15.6%  17.2%  

Materials 1.7%  5.3%  (9.4%) 21.1%  6.3%  5.4%  

Communication Services 8.7%  17.2%  (15.5%) 7.2%  4.0%  4.0%  

Utilities 5.0%  (0.7%) (6.4%) 8.4%  6.1%  5.8%  

Commodities 

Crude Oil Brent (4.3%) (7.0%) (23.7%) 44.7%  2.9%  (3.1%) 

Gold 8.5%  9.1%  1.9%  7.2%  8.4%  2.2%  

Bloomberg Commodity Index (0.6%) (6.5%) (15.2%) 19.5%  3.8%  (2.6%) 

Bonds (BAML) 

Global Government 3.7%  3.0%  (9.6%) (5.8%) (2.5%) (0.6%) 

Global Large Cap Corporate 2.8%  3.4%  (6.9%) (0.8%) (0.0%) 1.3%  

Global High Yield 1.1%  3.6%  (4.4%) 4.6%  1.6%  3.3%  

Currency 

AUD (0.7%) (1.2%) (10.8%) 3.0%  (2.7%) (4.3%) 

USD 0.0%  0.0%  0.0%  0.0%  0.0%  0.0%  

EUR 2.4%  1.8%  (2.4%) (0.3%) (2.4%) (1.7%) 

JPY 2.3%  (0.9%) (8.8%) (6.7%) (4.4%) (3.4%) 

CNY 1.0%  1.2%  (7.7%) 1.1%  (1.7%) (1.0%) 

SGD 1.2%  0.9%  1.8%  2.3%  (0.3%) (0.7%) 

Source: MSCI, BAML, Bloomberg, FactSet 

Appendix
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Fund summaries 

antipodes.com/fund-updates/ 

Further information 

 +44 7525 395 116 

 invest@antipodespartners.com 
 

Glossary 

antipodes.com/investing-with-us/glossary/  
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