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Important information

Every effort has been made to ensure the accuracy of the information in this document but it may be 
based on unaudited or unverified figures or sources. The information in this document should not be 
used as the sole basis for an investment.
East Capital’s services and investment products may not be available to all people in all jurisdictions. 
East Capital’s services and investment products may not be offered, sold or distributed in any country 
unless such offer, sale or distribution is made in accordance with local registrations or  any applicable 
exemptions from any registration requirements provided by the local laws and regulations.
Information about our services, investment products, prospectuses, financial reports, distributors and 
where the funds are registered for sale can be obtained at East Capital (www.eastcapital.com).
Investment in funds always involves some kind of risk. Past performance is no guarantee for future 
performance. Fund units may go up or down in value and may be affected by changes in exchange 
rates. Investors may not get back the amount invested. As East Capital invests in foreign markets, 
currency fluctuations can affect the funds’ values.  
This communication has been distributed by East Capital (Dubai) Limited, regulated by the Dubai 
Financial Services Authority. The information contained in this communication is intended for 
Professional Clients only, and no other persons should act upon it.
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Firm

• Established in Stockholm in 1997 as an independent private partnership
– 100% focus on emerging and frontier markets since day 1

– International client base including first-tier financial institutions

• Local presence with 5 research offices across a global investment universe and 
28 investment professionals
– Understanding that being there, engaging with companies and forming your own opinion 

is essential to successful investing

• Consumer and entrepreneurial companies in focus
– Middle-class expansion and broad wealth creation allows superior growth outside of 

energy and commodity space in a post super-cycle world

• Responsible investor
– ESG integrated in investment process; active share-holding and social engagement; PRI 

signatory
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Founding idea

• The collapse of the Soviet Union and Eastern Block led to a 
historic period of transition and change in Europe

• East Capital was founded on the belief in the positive 
change the convergence between East and West would 
bring for decades to come

• Lessons learnt

– Emerging and frontier markets lack transparency

– Research is often scarce and of poor quality

– Need to engage with companies for better governance

– Indices overemphasize legacy assets, thus do not capture the 
growth of the real economy 

 Proprietary research and active ownership enables an 
advantage key to achieving superior returns



How we invest in our 
universe
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Our ESG journey

1997
East Capital
is founded. Based on 
sound Nordic values, we 
set out to be long-term, 
active and
responsible owners. Start 
engagement
and voting. 

2002
Sent our first letters to 
all our portfolio 
companies, detailing 
our expectations as 
owners and our 
priorities for the 
coming year.

Become active 
members of Russian 
corporate governance 
association, API.

2007
Implement sector
exclusion criteria
(weapons, tobacco, 
pornography) for all 
fund products.

2010
Start semi-annual
controversy screening 
of all funds using
external research 
partner.

Establish new role 
within investment 
team: Head of 
Corporate Governance 
and Sustainability.

2011
Expand voting and 
nomination and 
election of independent 
directors.

2012
Become signatory of
UN-backed Principles
of Responsible
Investment, PRI.

2013
Join likeminded 
investors in external 
engagement forum 
which engages on ESG 
controversies.

Launch of East Capital 
Best Corporate 
Governance Award.

2015
Integra, a landmark court case, 
puts East Capital on the map
for protecting minority
investors all over the world.

Decision to create our first
thematic product – the East 
Capital China Environmental
Fund.

2016
Launch of East
Capital’s new, 
proprietary ESG 
scorecard to further
refine and structure
how we consider
and integrate
sustainability in our
investment process.
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Hands-on approach 
generating tangible 
results

1000+
Company meetings

~40%
of market value proxy
voted at AGMs/EGMs

30
Directors nominated
and elected in Russia (15), 
Balkans (7), Georgia (7) 
and Baltics (1)

~20
Significant company
engagements on specific
ESG topics, an additional
40 through an external 
engagement forum

~10
Engagements with
governments, regulators
or policy makers

1
East Capital Award
for best Corporate 
Governance presented
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About Integra: Russian oilfield services 
company, incorporated in Cayman Islands, listed
on Main List of London Stock Exchange since
2007.

East Capital’s total ownership: 17.5% 
through three funds.

• Management Buy-Out proposed
in spring 2014

• East Capital deemed offered price
significantly below fair value

• Turned to the Cayman Court 
system to determine fair value

• First ever fair value verdict, the 
Cayman Court awarded East Capital
a 24% increase above the offer price
(incl. interest)

• Important precedent for minority
investors all over the world

Source: Financial Times, 4 October 2015.

Active shareholder case 
study: Integra



China’s war on pollution 



Unprecedented 
challenges

Sources: East Capital, China MEP, 2015, U.S. Embassy, WHO, U.S. CDC, Alaska Government, Unit: PM2.5 Micrograms Per Cubic 
Meter, Dec. 2015; WeChat; China MEP; Science China Journal (June 2015, Vol. 58); OECD. 10

• Pollution is at the forefront of social and 
political concern 

• In every theme linked to growth, access to 
development and transformation of the 
society, there are unprecedented 
environmental challenges for China 

• Air, water, soil and solid waste pollution 
have increased exponentially in recent 
years
– Beijing recorded 193 days in 2015 with an 

Air Quality Index worse than “Unhealthy” 
– 30% of water resources in China are non 

drinkable
– 12.5% of farm land is polluted by heavy 

metals
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China’s tech-driven 
awareness moment

• Technology, Apps and documentaries 
have made China’s pollution problem 
more visible and difficult to conceal from 
the public

• 600m+ potentially empowered voices on 
WeChat messaging app, each pollution 
peak is heavily commented on social 
networks

• “Under the Dome” was viewed more than 
200 millions times within a week

• Instant messaging and social network 
activity  reflect the change in perception 
and growing aspiration for “Blue days”

Sources: WeChat, China Air Pollution, South China Morning Post, 2015
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Environmental spending 
to double until 2020

Investment is set 
to double 
according to the 
initial draft of 
13th vs 12th Five 
Year Plan to 
2.7% of GDP by 
2020E

China alone will 
attract US$3.3tr 
of new 
investment in 
clean energy by 
2040, nearly 
double the total 
for the Americas

Sources: China MEP, 2015, Credit Suisse, 2016, JP Morgan, 2016, Bloomberg New Energy Finance
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Key industry trends in 
2016
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Areas Industry trends Key beneficiaries

Electric 
vehicles

• Technology and scale to drive cost down 
and EV adoption to reach 10% by 2025

• Potential oversupply situation for battery

• Focus on “risky materials”: graphite, cobalt 
and charging infrastructure

• OEM in Tier1/2 cities (EV, e-buses)

Water 
treatment

• Growth from new capacity, treatment 
upgrade (Rmb50bn under 13th FYP) 

• PPP, M&A and consolidation of industry

• High end treatment technologies 
(membranes, reverse osmose)

• Track record in PPP signature

Solar

• 15GW installation target for 2016 (20GW 
delivered in 1H2016…)

• Curtailment in NW part of China

• Cost leaders (poly, cells, modules)
• Downstream developers exposed to Eastern 

part of China

Wind

• 23GW installation target for 2016
• Tariff overhang removed and policies to 

target volume visibility

• Downstream developers exposed to Southern 
part of China

Energy 
efficiency 

infra.

• Rmb2.5tr investment in distribution 
power grid to kick off in 2016

• Smart grid infrastructure development

• Grid automation, energy conservation
• Smart grid 

Carbon 
market

• Launch of a nationwide carbon market in 
2017

• Consolidation of carbon exchanges

• Carbon credit originators (renewable 
operators, energy efficiency technologies)

Sources: East Capital
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East Capital China 
Environmental 
– providing exposure to solutions

• Capitalize on high growth companies addressing China’s 
environmental challenges

• Benefit from China’s investment into the environmental 
structural transformation, a project allocated a budget 
larger than most of European countries’ GDP

• Get exposure to one of the most attractive equity 
investment cases, trading at a deep discount to the broad 
China index and regional/global indices

• Take advantage of financial market reforms and the 
forthcoming launch of the Shenzhen Hong Kong Stock 
Connect

• To get exposure to key players in the largest clean tech 
market in the world

Strategy is rooted 
in and benefits 
from a solid 
investment track 
record and 
experience from 
the 
environmental 
and clean-tech 
related sectors as 
well as the 
onshore Chinese 
equity market
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Onshore vs offshore exposure

Sector and market 
exposure

Sector breakdown of portfolio

Sources: East Capital, 1st Sept. 2016
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Focus on Water

• In the 12th Five Year Plan, 
budgeted investment for the 
upgrading of sewage plants was 
only Rmb14 bn

• This amount will rise in the next 
five years, given the need to 
upgrade Standard 1B sewage plants 
to Standard 1A (Water Act, 2015) 

• Half of China’s sewage treatment 
capacity is currently Standard 1B 

• Total estimated investment for 
upgrading the plants to Standard 
1A would be Rmb47 bn

16

Sources: East Capital, 2016, Credit Suisse, 2016, JP Morgan, 2016

0,23

0,1

0,41

0,3

0,0

2,0

4,0

6,0

8,0

10,0

12,0

14,0

16,0

0

0,2

0,4

0,6

0,8

1

1,2

1,4

1,6

 Grade II, IB (SS, N, P poor)  Grade II, IB (N, P poor)  Grade I-A  Quasi-surface water IV

Unit EBITDA (Rmb/t) Unit CAPEX (Rmb/t)

Sand filtration

Microfiltration

Ultrafiltration

Reverse 

Osmose & 

Nanofiltration

Discharge standard upgrade

Bacteria &
Organic 
macro-

molecules

Viruses & 
Colloids

Dissolved 
Organics & 
dissolved 

salt

Suspended 
solids



17

Case study: 
Beijing Origin Water

• Leading provider of membrane based water treatment solutions

– Upgrade of China water treatment standards. Newly added waste water treatment 
capacities show 35% of membrane solutions in 2015 from 10% in 2014

– Reverse Osmose production capacity to triple by the end of 2016

– 80% market share in membrane treatment technology

• Strategic investment from China Development Finance Corporation

– 40 JVs established with local Governments over the last 5 years

– Strong pipeline of PPP projects with Rmb20bn contracts already signed under 
Rmb100bn exclusive framework agreements

• Outstanding 2015 and 1H16 results 

– 2015 Sales up 51% YoY, 2015 net profit up 44%. New order rose >6x yoy in 2015.

– 1H16 revenues up 123% YoY, net profit +76% YoY. Core business margin stable.

– New order more than doubled YoY in 1H16. Backlog amount to 3.5x 2015 revenues.

 Market leader

 Quality 
management and 
corporate 
governance

 Strong growth

 Reasonable 
valuation

Source: East Capital estimates, accessed July 27th 2016

2016 2017

EV / EBITDA 18.1x 13.0x

P/B 3.5x 2.8x

P/E 25.6x 15.6x

EPS growth 54% 38%
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More catalysts to come

• Momentum supported by global & local agenda
– “Paris Accord” on Climate Change implementation

– Leadership Green Finance in conjunction with G20

• Strong policy support from Beijing
– Public-Private Partnership announcements (1’000 projects, Rmb2trn)

– Chinese 13th Five Year Plan (content to be released through 2016)

– Establishment of yield companies (renewable operators, water 
infrastructure)

• Shenzhen Hong-Kong Stock Connect
– Launch expected by December 2016. 800+ SZ / 150 HK companies 

expected to be covered

– Shenzhen: 1/3rd of the names (78#) in the Greater China Environmental 
universe, 35% of internal index

• Arbitrage opportunities with HK listed names



Dubai

Hong Kong

Luxembourg

Moscow

Oslo

Stockholm

Tallinn

Thank you!
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