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The Fund aims to earn a higher Total Rate of Return than the average of the world’s equity markets, as represented by the MSCI World Index, 
including the reinvestment of dividends net of withholding tax (“World Index”). It aims to achieve this without greater risk of loss, over the 
long-term. The Fund is an actively managed fund, and as such does not in any way seek to replicate its benchmark index, but may instead differ 
materially from the performance benchmark in order to achieve its objective. 
 

 

The Fund’s Investor Class shares returned 9.2% for the quarter versus 1.0% for the benchmark MSCI World Index, including 
reinvested net income. As we have highlighted previously, our investment philosophy is not benchmark cognisant and our 
portfolios would normally vary materially from the benchmark World Index. The Fund’s returns are therefore likely to deviate 
from those of the benchmark. Investors are reminded that given the long-term, contrarian, valuation-based investment 
philosophy, there will be times when the Fund will materially underperform its benchmark in the short-term in order to 
achieve its objective of long-term outperformance.  

The Fund remains overweight Materials, Technology and Energy stocks. In terms of geographic exposure, the Fund continues 
to be significantly underweight European equities and overweight shares outside the major developed markets. 

 
 

 
 
 

CONTRARIUS GLOBAL EQUITY FUND AT 30 JUNE 2016

Total Rate of Return

in US Dollars Class

Contrarius Global Equity Investor

Contrarius Global Equity Institutional

World Index

Past performance is not a reliable indicator of future results.

 3.9  27.8  9.3

 9.2

10.5 6.6 6.9  (2.8)  0.7  1.0

19.3 10.2 8.9

% Annualised % Not Annualised
18.8 9.8 8.4  3.4  27.5

Latest

on 1 Jan 2009 5 Years 3 Years 1 Year Year-to-date Quarter

Since Inception Latest Latest Latest 2016

Sector Exposure Over/(Under)
30 June 2016 Fund World Index 1 Weight

Energy 14 7  7
Materials 36 5  31
Industrials 1 11  (10)
Consumer Discretionary 18 12  5
Consumer Staples 1 11  (11)
Health Care 1 13  (12)
Financials 4 19  (15)
Information Technology 25 14  11
Telecommunication Services 0 4  (4)
Utilities 0 4  (4)
Total Shares 99 100
Net Current Assets 1 -
Net Assets 100 100

1  Source: MSCI (attention is drawn to MSCI disclaimer in 'Notices')

Weighting (%)

Geographic Exposure Over/(Under)
30 June 2016 Fund World Index 1 Weight

North America 55 63  (9)
Europe 6 23  (18)
Japan 3 9  (5)
Asia ex-Japan 15 2  13
Other 21 3  18
Total Shares  99 100
Net Current Assets 1 -
Net Assets 100 100

1  Source: MSCI (attention is drawn to MSCI disclaimer in 'Notices')

Weighting (%)
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Figure 1: Passenger cars per 1000 people

Source: Contrarius Research, OICA, U.S. Department of Transportation, World Bank

The Chinese economy has been making headlines for just about two decades. For much of that time the news was rosy: strong 
growth, falling poverty, emerging middle class, vibrant consumption. In 2008, China consumed between 25% and 60% of the 
world’s iron ore, aluminium, nickel, zinc, and copper. But recent headlines are grim: over-building, lending bubbles, 
crackdowns on conspicuous consumption, torpid consumer spending. It may not be surprising that the auto industry—the 
posterchild of discretionary consumer spending—is in a funk. 
 
Luckily for us, it is just those conditions that sometimes throw out interesting shares. We expect the long-term outlook for car 
sales in China to remain good, even if the short term may be rocky. The Fund holds two Chinese auto-related shares that we 
believe are attractive, one of which is Bitauto Holdings (Bitauto). 
 
BITAUTO HOLDINGS 

Bitauto is an online aggregator of car dealers. It lists more than 26 million vehicles and publishes reviews, advice, and other 
auto-related content. Revenues come mainly from dealer subscriptions for listing their inventories (and some other services) 
and selling advertising space on its websites to automakers and dealers. A number of long-term forces are in its favour: car 
ownership, internet connectivity, and the shifting structure of advertising spending (online vs offline; targeted vs broad). 
 
Chinese Auto Market 

China has about 85 passenger cars for every thousand people, compared to 750 in the US, 660 in New Zealand, 530 in Poland, 
500 in the UK, and 300 in Russia (Figure 1). That has been increasing rapidly (Figure 2) as new passenger vehicle sales went 
from 7 million in 2008 to 21 million in 2015. It may be optimistic to expect China ever to reach current US levels, in part 
because the US number is likely to fall from here as public transport, car-pooling, connected taxis (e.g. Uber), and self-driving 
vehicles dent the car’s iconic status. But, as well as the gap being vast, those alternatives are attractive mainly in high-density 
urban areas, where 81% of US residents live compared to 54% of Chinese. We expect sales to climb as the country gets richer 
(GDP growth is about 6% per annum, despite the slowdown). 
 

 
 
Used cars have, to date, not played much part in the Chinese market. In 2015, one used car was sold for every three new cars, 
compared to more developed markets where used car sales typically outnumber new ones 2:1 (Figure 3). The government has 
recently changed policies that historically favoured new vehicles. We expect that a burgeoning fleet of used cars would be a 
boon for Bitauto in a number of ways. Firstly, they tend to be more profitable for dealers, which will likely prompt them to 
spend more on advertising. Secondly, a big pool of used cars lowers the affordability threshold, which we expect will be good 
for volumes. 
 

But perhaps most importantly, used cars should give Bitauto and Autohome, another of the Fund’s holdings, a competitive 
moat. A new car is a commodity product: you will get the identical item wherever you shop. As a buyer, it doesn’t much matter 
to you whether you go to Dealer A or Dealer B, which is why dealer margins on new cars tend to be so thin. So an aggregator of 
new car inventory is mainly a convenience rather than a necessity. But used cars are not commodity products. They suit 
different buyers, depending on the trade-offs the individual is willing to make. Each dealer will have different inventory. A 
buyer may be able to see a handful of appropriate cars at a nearby dealer, but hundreds or thousands of nearby cars on Bitauto’s 
website. This is more than a mere convenience. We expect that the network effect this creates—with sellers wanting to be 
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Figure 2: Motor vehicles per 1000 people
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where the buyers are, and buyers wanting to be where the sellers are—will make it hard for newcomers to put pressure on 
Bitauto and Autohome. 
 

     
 
Auto Advertising in China 

Advertising intensity in China, at around 0.6% of GDP, is now at similar levels to more developed countries, like Italy, France, 
Canada and Germany (but well behind the long-term US spend, at 1.3% of GDP). But online advertising is still in its infancy. 
In the US about 67% of automotive advertising spend is online (Figure 5), having grown from less than $4 billion in 2011 to 
about $7 billion in 2015. In China, only 27% of automotive advertising spend is online, but this is increasing rapidly (Figure 6).  
 

 
 

 
 
Even this understates the advertising opportunity. As destination sites specifically for potential auto buyers, Bitauto and its 
auto-specific peers are highly targeted compared to the general internet portals. The share of automotive advertising captured 
by these sites has already gone from 30% in 2009 to 40% in 2013 and we expect it to go much higher. In 2015, Bitauto and 
Autohome—the two auto aggregators owned by the fund, and also the two biggest—together accounted for more than 90% of 
automaker’s online spending on auto aggregators, so they are likely to capture the majority of this growth. 
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Figure 3: Vehicle sales: used-to-new volume ratio (2015)

Source: Contrarius Research, OICA, Edmunds.com, respective national automobile associations
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Figure 4: Auto dealer revenue 
New car sales Used car sales After-sales Financing, insurance and others

Source: Contrarius Research, Deloitte, China CITIC Bank
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Figure 5: US car dealer ad spending
Digital Newspaper Radio Television Other

Source: Contrarius Research, National Association of Auto Dealers, Borrell Associates

Figure 6: Chinese automotive advertising spending Change: 2009-2013

Total automotive advertising 56%

Offline automotive advertising 39%

Online automotive advertising 199%

Source: Contrarius Research, Autohome
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Aggregators 

The internet’s key gift to business is perhaps zero marginal distribution cost (almost). If your website can reach a thousand 
people, it can probably reach a hundred thousand, or even ten million, with minimal additional cost. This has ravaged 
businesses that depended on distribution friction. Consider local newspapers, for example. Your local newspaper (assuming 
there was one dominant one) used to be an excellent business. It was expensive for other local newspapers in nearby towns to 
distribute far beyond their borders. So your local newspaper had a captive audience, and could charge high fees to advertisers. 
But with the internet any newspaper in the world can distribute into your town at negligible cost. Your audience leaks out, 
decimating your leverage with advertisers. Local newspapers are struggling. 
 
But there’s a creative side to this destruction. Zero marginal distribution cost has enabled a new category of excellent 
businesses: aggregators. Aggregators serve information from many sources, typically summarised according to your individual 
interests. The successful ones become destination sites, appropriating the customer relationship from the service provider. The 
model is simple but formidable. After years of wrangling over intellectual property rights, in 2013 Google changed its Google 
News aggregator to be an opt-in service for German publishers. In October 2014, Axel Springer (Germany’s biggest publisher), 
among others, opted out. Traffic to its properties tumbled and after about two weeks it opted back in. In another example, real 
estate agents in the UK have said that they have little choice but to put their inventory on Rightmove. Once one or two 
aggregators are dominant, they become very resistant to competition. Combined with their capital-light business models, this 
makes them excellent businesses. 

 

 
 

Bitauto’s web interface means that every dealer potentially has access to every person in China with an internet connection, 
about half the population and increasing. Between 2011 and 2015, daily visitors, time spent on Bitauto sites, and monthly 
page views all more than doubled. In the same period the number of dealers on the platform went from about 6,300 to about 
25,000 and subscription revenues followed. The aggregators now generate about 30% of sales leads (compared to 5% from the 
dealers’ own websites, and 1% from automakers’ websites; Figure 9). We expect that the budding market for used cars, which is 
where Bitauto is of most value to buyers, will entrench its competitive position. 

30% 32% 35% 37% 40%

70% 68% 65% 63% 60%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

2009 2010 2011 2012 2013

M
ar

ke
t s

ha
re

 p
er

ce
nt

ag
e

Figure 7: Online automotive advertising spending in China
Automotive websites Automotive channels of internet portals and other websites

Source: Contrarius Research, Autohome

Figure 8: Aggregators - selected financial metrics (latest financial year)

Industry Free Cash Flow Margin Growth in Revenue per Share Return on Equity

Auto Trader UK Auto 24% 8% -246%

Carsales.com Auto 31% 32% 50%

Rightmove Property 60% 18% 2410%

REA Group Property 34% 20% 44%

Zoopla Property 36% 34% 24%

Expedia Travel 9% 15% 23%

Priceline Travel 32% 12% 29%

Source: Contrarius Research, Bloomberg
1. Shareholder equity is negative

1
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CONCLUSION 

Bitauto’s share price has been swept along with the change in sentiment toward China. It has fallen more than 70% since it 
peaked in 2014 and now trades on a low multiple of our estimate of normal free cash flow. Moreover, it has about a third of its 
market cap in net cash. This seems far too cheap for a long-term growth business in a strong competitive position. JD.com, 
another of the Fund’s holdings, as well as Tencent own material stakes (JD.com owns 24% of the common shares and was also 
the primary participant in a recent share issue). Autohome’s management, presumably agreeing with our view on the prospects 
of the business, is currently trying to buy out Autohome at what we believe is a low price. The negative headlines may well be 
right: China may suffer from bad debts, falling property prices, and a consumer spending drought. And the shares may suffer 
further. But we believe that Bitauto has the balance sheet to see out the tough times, and an excellent business model to 
capitalise on what we believe to be enduring and powerful economic forces. 

  

29%

5%

1%

65%

Figure 9: Share of China auto sales by source of leads (2015)

Vertical websites Dealers' digital channels OEM websites Walk-ins

Source: Contrarius Research, McKinsey & Company
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This Quarterly Investor Report does not constitute a recommendation to buy, sell or hold shares or other securities in the companies mentioned in it (“relevant securities”), nor does it 
constitute financial advice. It has not been prepared in accordance with legal requirements designed to promote the independence of investment research. Entities and employees of the 
Contrarius Group are not subject to restrictions on dealing in relevant securities ahead of the dissemination of this Quarterly Investor Report. 
 
Legal Entities. Contrarius ICAV (the “ICAV”) is an umbrella type open-ended self managed Irish Collective Asset-management Vehicle with variable capital and segregated 
liability between Sub-Funds. The ICAV was originally incorporated in Jersey on 9 December 2008 (with registered number 102270) and was registered as an Irish Collective 
Asset-management Vehicle in Ireland by way of redomiciliation (continuation) under the Act on 30 June 2016. The ICAV was authorised as a UCITS by the Central Bank 
pursuant to the UCITS Regulations on 30 June 2016. The initial Sub-Funds of the ICAV are Contrarius Global Equity Fund and Contrarius Global Absolute Fund. | Contrarius 
Investment Management Limited, a company incorporated in Jersey with registered number 100697, regulated by the Jersey Financial Services Commission, registration number 
FSB 1906. | Contrarius Investment Management (Bermuda) Limited, a company incorporated in Bermuda with registration number 45466, licensed to conduct investment 
business by the Bermuda Monetary Authority. | Contrarius Investment Advisory Limited, a company incorporated in England with company number 6581705, regulated by the 
Financial Conduct Authority, registration number 488706. 
 
Permission to Access. There are legal requirements in various countries which may restrict the information which Contrarius can lawfully provide. Accordingly, the information 
contained in this Report may be provided for residents of certain countries only. Persons who receive the Report or who have access to it should inform themselves about and 
observe any restrictions imposed in the jurisdiction in which this Report is accessed. Neither Contrarius ICAV (the “Fund”) nor its Shares have been registered under any United 
States securities legislation and, except in a transaction which does not violate such legislation or require the registration of the Fund, the Fund Shares are not being offered, 
directly or indirectly, in the United States of America or in any of its territories or possessions or areas subject to its jurisdiction or to citizens or persons thereof. Additionally, the 
Fund is not a recognised or authorised collective investment scheme for the purposes of the Financial Services and Markets Act 2000 of the United Kingdom (the "FS Act"). 
Accordingly, this communication is directed only at persons in the United Kingdom permitted under the FS Act (or the orders made thereunder) to receive it.  
 
Non-Solicitation. This Report does not constitute an offer to sell, or a solicitation to buy shares of Contrarius Funds. Subscriptions are only valid if made on the basis of the 
current Prospectus of a Contrarius Fund. The Prospectus in turn does not constitute an offer or solicitation in any jurisdiction in which such an offer or solicitation is not 
authorised or to any person to whom it is unlawful to make such an offer or solicitation. No person may treat the information in the Prospectus as constituting an invitation to 
them unless, in the relevant jurisdiction, such an invitation could be lawfully made to them without compliance with any registration or any other legal requirements. By 
proceeding to access the Prospectus, Key Investor Information Document, Account Opening Form and Subscription Form for the Fund, users are representing and warranting 
that the law of the relevant jurisdiction allows them to access such information. Prospective investors are referred in particular to the full risk warnings that are set out in the 
Prospectus and the notice which states that the Fund Shares are not being offered, directly or indirectly, in the United States of America or in any of its territories or possessions or 
areas subject to its jurisdiction or to citizens or persons thereof.  
 
Use of Information. This communication provides general information for the benefit of the present Investors in Contrarius Global Equity Fund. It may not be complete and up 
to date for your purposes. It is not intended as financial advice or as an offer, solicitation or recommendation of securities or other financial products. Only investors with 
appropriate knowledge and experience to evaluate the applicable merits and risks should consider an investment in the instruments discussed herein. If in doubt, you should obtain 
independent financial advice that addresses your particular investment objectives, financial situation and needs before making investment decisions. The information and materials 
contained in this communication including all terms, conditions, and descriptions are subject to change. 
 
Risk Warnings. Past performance is not indicative of future performance. The value of investments may go down as well as up and investors may not get back the amount 
invested. The Fund’s share prices fluctuate and are not guaranteed. When making an investment in the Fund, an investor’s capital is at risk. This warning is made in addition to the 
investment warnings and important notices set out in the Prospectus. The Fund is authorised in Ireland as a UCITS fund (please refer to the Prospectus). Notwithstanding the 
foregoing, the Fund is not obliged to issue Fund Shares to any person and reserves the right, in its absolute discretion, to refuse any application for Fund Shares.  
 
Confidentiality. The recipient of the information contained in this communication undertakes not to disclose, without the prior consent of the Fund or the Investment Manager 
(acting on behalf of the Fund), to any person or third party any confidential information, document and/or matter relating to or concerning the Fund, its investments, any 
Investors, the Investment Manager & Distributor, the Administrator, the Depository, the Investment Advisor and/or their respective activities and business, unless disclosure is 
required by any law or regulation or by any competent authority or body or such confidential information is in the public domain (other than by our actions). 
 
Sources. MSCI. The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis for or a 
component of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or a recommendation to make (or 
refrain from making) any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an indication or guarantee of any future 
performance analysis, forecast or prediction. The MSCI information is provided on an "as is" basis and the user of this information assumes the entire risk of any use made of this 
information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively, the "MSCI Parties") 
expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for 
a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, 
Incidental, punitive, consequential (including, without limitation, lost profits) or any other damages. (www.msci.com) 
 
No Warranty. The information in this communication has been derived from sources believed to be accurate and reliable. Other than for information on Contrarius or its Funds, 
neither Contrarius, nor any other member of the Contrarius Group has independently verified any information in this communication. Furthermore, neither Contrarius nor any 
other member of the Contrarius Group gives any representation or warranty of reliability, completeness or accuracy of information.  Information provided shall not constitute or 
form the basis of any contract. Contrarius expressly disclaims liability for any errors or omissions that may be contained in the Information.  
 
General Provisions. The information provided is provided to the recipient in response to a specific and unsolicited request and is for the information purposes of the recipient 
only. Such information is not intended for, may not, without the express consent of Contrarius, be distributed to, and may not be relied upon by, any other person, including 
without limitation, any advisory or other client of the recipient. The information provided in this Report does not constitute and may not be construed as the provision of 
investment advice. Any investment or investment activity to which this communication relates is available only to such persons. Persons who are not permitted to receive this 
communication should not rely on it. It should be remembered that the price of Fund Shares and the income from them can go down as well as up and that investors may not 
receive, on redemption of their Fund Shares, the amount that they invested. Since 30 June 2016, the Contrarius Global Equity Fund has been priced daily. From inception up to 
30 June 2016, this Sub-Fund was priced weekly. Performance prior to 30 June 2016 was while the Sub-Fund was a Jersey domiciled fund. Any views expressed reflect the current 
views of Contrarius and do not necessarily represent the view of any other members of the Contrarius Group. The views expressed may change without notice or liability. 
 
Contact. Correspondence in relation to Contrarius Investment Management Limited's business can be addressed to 2 Bond Street, St Helier, Jersey, JE2 3NP, Channel Islands or 
clientservice@contrarius.com. 
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