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China consumption
There is no doubt that the headlines from Asia are scary. 
Korea's economy shrank 3.4% in the fourth quarter, 
Singapore's by 3.7% and Taiwan's by an estimated 
1.6%.  There are no signs to suggest that these trends 
are going to reverse any time soon. The best that can be 
said is that inventories are being run down rapidly, 
factories are closing, especially in coastal areas in 
China, and that local currencies are much lower versus 
the USD and, more importantly, the Japanese Yen. The 
snap back when it comes could be sharp.  Our chief 
concern is that domestic consumption, particularly in 
China, where we have high weightings, slows signifi-
cantly. The early intelligence from our company meet-
ings in Hong Kong and also Shanghai suggests not so 
far. Same store sales growth which had been barrelling 
along at 20% plus to September has slowed to single 
digit levels since but still remains positive.  There may 
be a seasonal factor here, what with Chinese New Year 
falling early in 2009. We would not be surprised to see a 
further slowdown from February onwards. Certainly, 
some of the store owners we met are preparing them-
selves for this eventuality.  The most vulnerable are the 
clothing and other discretionary retailers. The share 
price of fashion outlet manager IT, for example, is off 
85% from its high. We reckon profits will be down 53% 
in the second half year-on-year (being a Hong Kong-
listed company it does not publish quarterly numbers). 
Even so, at 4x cash earnings the share price embeds a 
lot of bad news.  The likes of food retailers Wumart and 
Lianhua have held up much better. Gross margins may 
come under pressure as a result of discounting but much 
of the risk is being carried by their suppliers.  In addi-
tion, over 50% of sales are paid in advance by way of 
monthly allowances to employees of state-owned com-
panies. Our base case is for flat earnings here. We may 
be right or wrong to plus or minus 10% but we doubt 
worse than that. This puts these two stocks on 16x and 
11x 2009 earnings. For the two largest listed supermar-
ket and hypermarket retailers in China, with bags of 
growth potential long term, we think this is reasonable. 
But clearly, representing 8.7% of the Asia Fund com-
bined, we are at risk if earnings disappoint. 

Quotes of The Month

From the Home Web Page of Fairfield Greenwich (a major 
fund of funds manager victim of Ponzi Schemer Bernie 
Madoff): 

“FGG obtains from its core fund managers full portfolio 
and operational transparency to facilitate risk monitoring 
and portfolio optimization, as well as more effective client 
servicing and marketing support”.

IFrom the Web Page of Bernard L Madoff  Investment Secu-
rities LLC:

“Clients know that Bernard Madoff has a personal interest 
in maintaining the unblemished record of value, fair-
dealing, and high ethical standards that has always been the 
firm's hallmark.”
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The Team That Developed the Global Thematics Philosophy
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 “sustainability” of growth. As invest-
ment managers, it’s our role to “allo-
cate capital” (Warren Buffett’s 
hallmark phrase) to where the 
best potential returns (and lowest 
prices and  risks) are available. Pric-
ing is important; “overpaying” for 
assets is always dangerous.  The 
same theme may be “played” a t  

one stage of the cycle through one 
fund, then at another stage through 
another,    depending on the attrac-
tions of the specialist sector. 
Robust long term global themes 
may remain a powerful way to make 
money for decades, whilst he funds 
chosen to “play” them may 
be–though do not have to be- different 
at  different times. 

-

Global Thematic Investors (“GTI”) is a monthly newsletter written by Iain Little and Bruce Albrecht.  Views and opinions expressed in GTI are therefore solely theirs and theirs alone.  In 
particular, they don’t relate to the Butterfield Bank Group, P&C, GTI’s own advisers or anyone else alive or dead.  GTI is published by Global Thematic Investors Limited, a company 
domiciled in Hong Kong and incorporated under the Hong Kong Companies’ Ordinance on the 15th September, 2005.  GTI is not intended for and should not be given to private customers.  
GTI is written to be read solely by sophisticated and professional investors, such as family offices, business corporations, banks and financial intermediaries.  GTI’s purpose is to keep 
clients of the two writers informed about their global thematic investment thinking, so nothing contained within GTI should be taken as a recommendation.  Statements and opinions are 
often forward-looking and therefore subject to uncertainty and containing inherent risks.  In many cases they belong to people or companies who are not connected to the writers, so no 
responsibility can be taken for their accuracy.  The predictions and forecasts described or implied may not subsequently be achieved.  GTI does not constitute a solicitation to buy anything, 
invest in anything, sell anything or indeed do anything except read purely as information what is written within its pages.  GTI is composed of information and opinion believed by the 
writers to be accurate and based on sources which they believe to be reliable and honest, though GTI may not have independently verified this information.  Where GTI mentions a fund 
or collective vehicle, only certain persons in certain jurisdictions may be allowed to invest in those funds and collective vehicles.  Since access may be restricted to certain persons in certain 
jurisdictions, you should not proceed further unless in your relevant jurisdiction the information contained herein can be made available to you without contravening legal or regulatory 
requirements.  The investment products described in GTI may follow strategies that are speculative and involve a high risk of loss.  GTI points out the breathtakingly obvious and 
mind-numbingly repetitive truism  that the value of investments, funds, securities, currencies and all other instruments mentioned in it may go up as well as down and a favorable perform-
ance record is no indication of future performance.  Opinions of the writers may also change without any notice. 

Iain Little
Iain is British and has spent 25 years in 
private banking as a global strategist and 
portfolio manager.  He’s held senior posi-
tions with Kleinwort, Benson in Hong Kong 

and London and with Pictet et Cie, the largest Swiss  private 
bank in Geneva, London and Tokyo.  He was also a partner 
in Blakeney Management,  a London based sub-Saharan 
Africa equity fund manager.

Iain now works as a Partner of P&C Global Wealth Manag-
ers SA in Switzerland.

Iain is also on the board of GTI Fund Investment, Cayman, 
managers of the P&C GTI Fund and serves as a non-
executive director of other  specialist funds, including the 
Arisaig India Fund and the Kontiki Fund (Pacific Oceania).

Iain is principal adviser to the P&C GTI Fund.
iain.little@pandc.ch

The investment rationale for 
Global Thematic investing is simple.

In a free global marketplace capital 
tends to flow to sectors where long 
term growth rates -andhence returns- 
are more attractive than the average. 
This capital -whether of a private or 
public sector sort- bids up prices of 
assets in these sectors and creates 

Why we invest according to global themes

The editors - two professional fund managers each with over 25 years in the international investment business,
half of it working together.
 

Bruce Albrecht
Bruce is British and has held a number of 
high profile jobs as head of investment over 
30 years in the industry. He was Head of 
European investment for the Abu Dhabi 

Investment Authority (the single largest pool of own-
managed money in the world, reported to be several 
hundred billion USD), Chief Investment Officer for Pictet 
London, and Chief Investment Officer for Rothschilds. He 
worked closely with Iain Little for a decade in Pictet 
London.

Bruce is Partner in P&C Global Weath Managers SA in 
Zurich and on the board of GTI Fund Investment, Cayman, 
mangers of the P&C GTI Fund, and Director of Investment 
Strategy Network (ISN, www.investment-strategy.net), a 
systematic stock selection tool.

Bruce@brucealbrecht.com

GTI MONTHLY NEWSLETTER FEBRUARY 2009 / PAGE 10


