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To learn more about the VAM Emerging Markets Growth Fund, please 
contact us at sales@vam-funds.com or on +230 465 6860

Yandex (YNDX)

Yandex is the leading Russian search engine operating a similar business model as Google. The 
company earns revenue by auctioning key search words to advertisers and collecting revenue based 
on click rate. This business model has notable operating leverage, given its fixed cost base. 

There are multiple reasons why the Manager believes Yandex has superior growth potential on a three- 
to-five year basis. The company has a favourable competitive position as the leader in a duopoly market 
(Google is the competitor). Rising internet penetration and usage (Russia remains well below developed 
market levels), and a shift in advertising budgets from offline to online are structural drivers of growth for 
the Russian advertising market. 

From a cyclical perspective, the Manager identified several events at the beginning of the year that 
were coming together to produce a positive inflection in Yandex’s earnings growth profile, which justified 
moving the stock from the focus list to the portfolio:  1) weakness in the Russian economy was driving 
an accelerated shift in advertising budgets from offline to online, where return on investment tends to be 
higher, 2) despite the general weakness of the economy, the overall advertising market began to stabilise 
and move from contraction to expansion, 3) Yandex was able to stabilise its search market share, which 
was supported by a Russian antimonopoly ruling against Google, and 4) Yandex implemented a new 
auctioning system which allowed it to better monetise its search traffic.

Combined, these factors began to drive revenue growth acceleration. Given the business model’s 
operating leverage, the impact was magnified through margin expansion and earnings growth. The 
investment case was enhanced by the fact that the stock was trading at a valuation near the low end 
of its historical range. So far, the investment case has played out nicely as Yandex grew its revenue by 
34% and EBITDA by 62% (against a backdrop of a contracting Russian economy) in the first quarter. 
Analysts are raising earnings estimates to reflect the strong performance.

Here are some examples of companies in which the VAM Emerging Markets 
Growth Fund invests.
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Disclaimer 
The distribution of this document and the offering of the shares may be restricted in certain jurisdictions. It is the responsibility of any person 
in possession of this document to inform themselves of, and to observe, all applicable laws and regulations of any relevant jurisdictions. 
Prospective applicants for shares should inform themselves as to the legal requirements and consequences of applying for, holding and disposing 
of shares and any applicable exchange control regulations and taxes in the countries of their respective citizenship, residence or domicile. 
Important Information
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Korea Aerospace Industries (047810 KS) 

Korea Aerospace Industries (KAI) develops and manufactures aircrafts and aerospace parts. Its 
business is divided into defense (37% of sales), finished aircraft exports (26% of sales) and aircraft 
parts (36% of sales). KAI is Korea’s sole aircraft manufacturer and the monopoly supplier of defense 
aircraft. It exports aircrafts to countries such as Philippines, Thailand, Indonesia, Turkey, Iraq and Peru.  
It is also a preferred supplier of aircraft parts to Airbus and Boeing.

KAI has a strong competitive position across its business segments. In defense, it is the monopoly provider 
of aircrafts to the Korean government and there are high barriers to entry. The Korean government 
is raising its spending on defense and focusing on aerospace in particular. In aircraft exports, KAI 
provides high quality products at a lower price point than developed market competitors. From a political 
standpoint, Korea’s strong diplomatic relations with the US makes it an attractive country from which 
to purchase aircrafts. KAI is also a preferred aircraft parts supplier to Boeing and Airbus, which gives 
its business high visibility as these contracts are large with long duration. KAI has a large backlog and 
a number of potential new orders coming up that the Manager expects to drive a re-rating in the stock.  
KAI’s strong competitive position, high earnings growth visibility (due to its large backlog), potential to 
win large new orders and reasonable valuation make the stock attractive.
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Figure 42 Sales breakdown by business (3Q15YTD)

Source: KAI, Mirae Asset Research
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Figure 43 Orders backlog breakdown by business (end of 3Q15)

This material is not intended to be relied upon as a forecast or research. The opinions expressed are those of Driehaus Capital Management LLC 
(“Driehaus”) as of July 8, 2016 and are subject to change at any time due to changes in market or economic conditions. The commentary has not 
been updated since July 8, 2016 and may not reflect recent market activity. The information and opinions contained in this material are derived from 
proprietary and non-proprietary sources deemed by Driehaus to be reliable and are not necessarily all inclusive. Driehaus does not guarantee the 
accuracy or completeness of this information. There is no guarantee that any forecasts made will come to pass. Reliance upon information in this 
material is at the sole discretion of the reader.
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