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31 May, 2018 | The information barriers between
the investment teams of the legacy Standard Life
Investments and Aberdeen Asset Management
were removed effective 17 April 2018, nearly eight
months after the merger between the firms was
completed. That means the teams can now freely
share research and insights.

Aberdeen  Standard  Investments  was
formed following the merger, establishing a diver-
sified asset-management business with combined
assets under management of USD 756.5 billion (as
of  December  2017),  the  majority  of  which  are
within  equities  and  fixed  income.

In January 2018, the firm announced the
leaders of its equities management committee,
which boasts broadly equal representation from
each side of the merger. We have since caught up
with various members of this committee, includ-
ing Flavia Cheong, head of Asia Pacific equities,
Stephen Docherty, head of global equities, and
Devan Kaloo, global head of equities and head of
emerging-markets equities.

For the Asia-Pacific region, the merger has
resulted in a 50-strong Asia-Pacific equities team
running  approximately  USD  37  billion  (as  of
December 2017) of assets in the region. Still, four
members of the Edinburgh-based Standard Life
Asia equity team have left the firm. Some depar-
tures were seen from the legacy Aberdeen team,
too, including two Hong Kong-based investment
managers. Cheong noted that they are in the pro-
cess of hiring replacements and have made ad-
justments to the remuneration packages for the
Hong Kong-based team to encourage retention.
Another positive change was the assignment of
sector coverage responsibilities to senior invest-
ment managers, in which each manager will have
formal ownership of 20-25 stocks going forward.

The UK equity team, headed by Andrew
Millington  with  Leslie  Duncan  serving  as  his
deputy, now has 15 members. In addition to the

11-strong former SLI team in Edinburgh, Charles
Luke,  Georgina  Cooper,  Louise  Kernohan,  and
Romney Fox, who were former Aberdeen employ-
ees based in London, now also report into Milling-
ton. The team's sector coverage has been reorgan-
ised to incorporate the London-based members.

Harry  Nimmo  has  been  made  head  of
small-cap equities,  with Andrew Paisley as his
deputy. There have been no key changes to the
team, which sees no change to its incarnation un-
der the SLI brand. We viewed SLI's small-cap fran-
chise as a key strength and are reassured to see it
largely insulated from any potential disturbance
that personnel change can bring.

On the global equity desk, Docherty was
appointed head of global equities with Dominic
Byrne as his deputy. Byrne is leading the team re-
sponsible for the "focus on change" investment ap-
proach, which has been recently enhanced through
the transfer of Joanna McIntyre (global emerging
markets), Tony Hood (Europe), and Euan Sander-
son  (United  States)  from  the  regional  teams.
Docherty's  team  has  remained  largely  stable,
boasting nine portfolio managers with an average
of 18 years' industry experience and 17 years at
the legacy Aberdeen. We will be closely monitor-
ing  future  turnover  following  this  corporate
change.

Indeed, we have seen some leave the leg-
acy Standard Life Investments in recent months.
Kevin Troup and Karen McKellar will be retiring
after 24 and 25 years in the industry, respectively.
Mikhail Zverev and Alistair Way, previous heads of
global equities and Asia/global emerging-markets
equities, respectively, as well as Ross Mathison
and Jaime Ramos-Martin, have decided to leave
the business.

In a newly created role, Mark Vincent, who
previously ran a global emerging-markets income
fund, was appointed as global head of equity re-
search. He is responsible for developing the com-
bined equity research process, including the new
research template and ensuring it is adopted glob-
ally. We think his appointment is a positive devel-
opment and expect it will bring the combined re-
search capabilities to the fore and ensure consist-

ency in equity research across the firm.
On the process front, the team has integ-

rated Standard Life's investment philosophy of "fo-
cus on change" into the research process, which
seeks  out  underappreciated  company-  and  in-
dustry-level fundamental change that creates op-
portunities over one to three years, alongside Ab-
erdeen's long-term quality and value investment
approach. This integration has taken shape in the
form of a new research note template, which was
formally rolled out on 14 May 2018.

Going forward, both the legacy Aberdeen
and Standard Life investment teams globally will
utilise this standardised research template for all
stocks under coverage. Building on this unified re-
search platform, investment products globally will
be managed according to either a "long-term qual-
ity" or "focus on change" investment approach.

Within Asia,  all  portfolios will  be man-
aged under the long-term quality approach. Given
that Standard Life's footprint in Asia was relat-
ively limited both from an asset and personnel
standpoint,  we think that adhering to the long-
term  quality  approach  is  sensible,  and  that  it
should facilitate continuity among vast majority of
assets managed in the region.

While the resulting impact of the merger
has led to a few personnel departures, the bulk of
the teams remain intact. Furthermore, we are en-
couraged by the creation of sector coverage across
local investment teams in Asia Pacific and believe
that this will foster better accountability and own-
ership among investment managers in the region.
On the process front, we think that the integration
of "focus on change" in the team's analyses could
in theory result in better timing in market entry and
exit among stock positions. However, we will need
greater detail on those changes and how they will
be implemented across different strategies. In-
deed, we would like to further observe how the
"focus of change" approach is integrated into the
analysis and how it will impact broader portfolio
outcomes/characteristics.  In the meantime, we
maintain the existing Morningstar Analyst Ratings
across all of Aberdeen's equity strategies.
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Analyst View
Mark Laidlaw, Senior Analyst

Testing times, but there is still
quality when it comes to
Aberdeen Asia Pacific.
The conduct of Morningstar's analysts is governed by Morningstar's Code
of Ethics, Securities Trading and Disclosure Policy, and Morningstar Man-
ager Research Integrity Policy. For informaton regarding conflicts of in-
terest, please click http://global.morningstar.com/managerdisclosures

Morningstar Analyst Rating
Morningstar evaluates mutual funds based on five key pillars, which its
analysts believe lead to funds that are more likely to outperform over the
long term on a risk-adjusted basis.

Analyst Rating Spectrum

Œ „ ´ ‰ Á

The Morningstar Analyst Rating for Funds is a forward-looking analysis of
a fund. Morningstar has identified five key areas crucial to predicting the
future success of a fund: People, Parent, Process, Performance, and Price.
The pillars are used in determining the Morningstar Analyst Rating for a
fund. Morningstar Analyst Ratings are assigned on a five-tier scale run-
ning from Gold to Negative. The top three ratings, Gold, Silver, and Bronze,
all indicate that our analysts think highly of a fund; the difference between
them corresponds to differences in the level of analyst conviction in a
fund’s ability to outperform its benchmark and peers through time, within
the context of the level of risk taken over the long term (defined as a full
market cycle or at least five years). Neutral represents funds in which our
analysts don’t have a strong positive or negative conviction over the long
term (defined as a full market cycle or at least five years) and Negative
represents funds that possess at least one flaw that our analysts believe is
likely to significantly hamper future performance over the long term
(defined as a full market cycle or at least five years). Past performance of a
security may or may not be sustained in future and is no indication of fu-
ture performance. For detailed information about the Morningstar Analyst
Rating for Funds, please visit http://global.morningstar.com/managerdis-
closures

14 Dec, 2017 | It has been a testing few years for
Aberdeen Asia Pacific, but we feel there is reas-
on to remain positive.

The investment team is well led by head
of Asia ex Japan equities, Flavia Cheong. Like a
number of her colleagues, she has spent the ma-
jority of her investment career at the firm, joining
in 1996 and stepping up into the current role in
July 2015. Cheong’s insights are typically above
average, and we feel she has helped to sharpen
the team since heading the investment desk. Al-
though Aberdeen no longer sports the strongest
investment teams in the region, our overall view
remains  positive.  We  note  that  the  merger
between Aberdeen and Standard Life Investment
was completed in August 2017, but the invest-
ment  teams  have  yet  to  integrate  as  at  early
December 2017. However, SLI does not have a
meaningful presence in Asian equities, so we ex-
pect minimal disruptions once the two invest-
ment teams are scheduled to be fully integrated
in early 2018.

The investment process has been consist-
ently applied for over two decades, with quality
and value the key tenets. Under Cheong’s stew-
ardship, the team introduced two tweaks in the
past years. First, the team is now taking a deep

dive on long-term positions that have stumbled--
the aim is to determine if the problems are cyclic-
al  or  structural.  Names examined include Li  &
Fung, Standard Chartered, and ICICI Bank. The
second tweak relates to how Aberdeen invests in
China.  Historically,  the firm prefers to gain its
Chinese  exposure  via  large  Hong  Kong-based
conglomerates;  however,  the  nature  of  the
Chinese market has shifted, and Aberdeen was at
risk of being left behind. We have seen the team
initiating positions in the Aberdeen China A Share
strategy, as well as domestic Chinese stocks such
as Tencent and China Resources Land, in order to
address the issue.

We are hopeful that the process tweaks
lead to a more consistent delivery of performance,
which has disappointed over the past few years.
Furthermore, we feel the fee is disappointing giv-
en Aberdeen’s large asset base. Overall, we be-
lieve Aberdeen still has the tools to come out in
front, but the time has come for the team to step
up and deliver for investors within an increas-
ingly competitive peer group. At this stage, we
are reaffirming the Morningstar Analyst Rating of
Bronze.
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Morningstar Global Fund Report
Disclosure

The Morningstar Global Fund Report (“Report”) is for informational purposes, intended for financial professionals
and/or qualified investors (“Users”) and should not be the sole piece of information used by such Users or their
clients in making an investment decision.

The analysis within this report is prepared by the person(s) noted in their capacity as an analyst for Morningstar. The
opinions expressed within the Report are given in good faith, are as of the date of the Report and are subject to
change without notice. Neither the analyst nor Morningstar commits themselves in advance to whether and in which
intervals updates to the Report are expected to be made. The written analysis and Morningstar Analyst Rating within
this Report are statements of opinions; they are not statements of fact.

Morningstar believes its analysts make a reasonable effort to carefully research information contained in their
analysis. The information on which the analysis is based has been obtained from sources which are believed to be
reliable such as, for example, the fund’s prospectus and shareholder reports (or their equivalents), fund company
website, interviews with fund company personnel, and relevant and appropriate press sources as well as data,
statistics and information within Morningstar’s own database. Morningstar does not perform an audit or seek
independent verification of any of the data, statistics, and information it receives.

Unless otherwise provided in a separate agreement, Users accessing this Report may only use it in the country in
which the Morningstar distributor is based. Unless stated otherwise, the original distributor of the report is
Morningstar Inc., a U.S.A. domiciled financial institution.

This Report is for informational purposes only and has no regard to the specific investment objectives, financial
situation or particular needs of any specific recipient. This publication is intended to provide information to assist
institutional investors in making their own investment decisions, not to provide investment advice to any specific
investor. Therefore, investments discussed and recommendations made herein may not be suitable for all investors;
Users and User clients must exercise their own independent judgment as to the suitability of such investments and
recommendations in the light of their own investment objectives, experience, taxation status and financial position.

The information, data, analyses and opinions presented herein are not warranted to be accurate, correct, complete or
timely. Unless otherwise provided in a separate agreement, Morningstar makes no representation that the Report
contents meet all of the presentation and/or disclosure standards applicable in the jurisdiction the recipient is
located.

Except as otherwise required by law or provided for in a separate agreement, the analyst, Morningstar and its
officers, directors and employees will not be responsible or liable for any trading decisions, damages or other losses
resulting from, or related to, the information, data, analyses or opinions within the report. Morningstar encourages
Users and User clients to read all relevant issue documents (e.g., prospectus) pertaining to the security concerned,
including without limitation, information relevant to its investment objectives, risks, and costs before making an
investment decision and when deemed necessary, to seek the advice of a legal, tax, and/or accounting professional.

The Report and its contents are not directed to, or intended for distribution to or use by, any person or entity who is a
citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or which would subject Morningstar or its affiliates to any
registration or licensing requirements in such jurisdiction.

Where this report is made available in a language other than English and in the case of inconsistencies between the
English and translated versions of the report, the English version will control and supersede any ambiguities
associated with any part or section of a report that has been issued in a foreign language. Neither the analyst,
Morningstar, or Morningstar affiliates guarantee the accuracy of the translations.

This Report may be distributed in certain localities, countries and/or jurisdictions (“Territories”) by independent third
parties or independent intermediaries (“Distributors”). Such Distributors are not acting as agents or representatives of
the analyst or Morningstar.  In Territories where a Distributor distributes our Report, the Distributor, and not the
analyst or Morningstar, is solely responsible for complying with all applicable regulations, laws, rules, circulars,
codes and guidelines established by local and/or regional regulatory bodies, including laws in connection with the
distribution third-party research reports.

Morningstar Analyst Rating
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For a list of funds which Morningstar currently covers and provides written analysis on please contact your local
Morningstar office. For information on the historical Morningstar Analyst Rating for this fund or any Fund Morningstar
covers, please contact your local Morningstar office.

Please note that investments in securities (including mutual funds) are subject to market and other risks and there is
no assurance or guarantee that the intended investment objectives will be achieved. Past performance of a security
may or may not be sustained in future and is no indication of future performance. A security investment return and an
investor’s principal value will fluctuate so that, when redeemed, an investor’s shares may be worth more or less than
their original cost.  A security’s current investment performance may be lower or higher than the investment
performance noted within the report.  Morningstar’s Risk, Return and Star Rating serves as useful data points with
respect to evaluating a fund’s risk profile.

A current yield percentage is not a reflection of the actual return an investor will receive in all cases as market prices
for securities are constantly changing due to such things as market factors. Where a security is denominated in a

different currency than the currency of the User or User’s clients, changes in rates of exchange may have an adverse
effect on the value, price or income of or from that investment.

Indexes noted within the report are unmanaged, their returns do not include payment of any sales charges or fees an
investor would pay to purchase securities, and cannot be invested in directly.

In certain jurisdictions, the Report contents, except for the Morningstar Analyst Rating and key analysis/opinions,
may be shared with the fund company prior to publication. In the unlikely event that Morningstar would change their
analysis/opinions and/or the Morningstar Analyst Rating based on feedback as result of such review, the Report
would disclose such a fact.

Conflicts of Interest:

• Analysts may own (actual or beneficial) interests in the financial products that are the subject of the
Report. No material interests are held by Morningstar, the analyst or their immediate family in the
financial products that are the subject of the Report.*

• Analysts’ compensation is derived from Morningstar’s overall earnings and consists of salary, bonus and
in some cases restricted stock. Analysts’ receive no compensation or material benefits from product
issuers or third parties in connection with the Report.#

• Morningstar does not receive commissions for providing research and does not charge financial product
issuers to be rated.

• Analysts may not pursue business and employment opportunities outside Morningstar within the
investment industry (including but not limited to, working as a financial planner, an investment adviser or
investment adviser representative, a broker-dealer or broker-dealer agent, a financial writer, reporter, or
analyst).

• Morningstar may provide the product issuer or its related entities with services or products for a fee and
on an arms’ length basis including software products and licenses, research and consulting services, data
services, licenses to republish our ratings and research in their promotional material, event sponsorship
and website advertising.

• Morningstar affiliates (i.e., its investment management group) may have arrangements with a fund
company’s affiliate to provide investment consulting advice some of which an analyst may issue an
investment research reports on one or more of the fund company’s funds. However, analysts do not have
authority over Morningstar's investment management group's business arrangements nor allow
employees from the investment management group to participate or influence the analysis or opinion
prepared by them.

• Morningstar, Inc. is a publically traded company (Ticker Symbol: MORN) and thus a fund which is the
subject of this Report may own more than 5% of Morningstar, Inc.’s total outstanding shares. Please
access Morningstar, Inc.’s proxy statement, “Security Ownership of Certain Beneficial Owners and
Management” section http://investorrelations.morningstar.com/sec.cfm?doctype=Proxy&year=&x=12. A
fund’s holding of Morningstar stock has no bearing on and is not a requirement for funds Morningstar
determines to cover.

Analysts do not have any other material conflicts of interest at the time of publication. Users wishing to obtain further
information should contact their local Morningstar office or refer to
https://corporate.morningstar.com/us/asp/subject.aspx?xmlfile=540.xml

The Morningstar Analyst Rating™ for Funds
The Morningstar Analyst Rating™ for Funds is a forward-looking analysis of a fund. The Analyst Rating does not
express a view on a given asset class or peer group; rather, it seeks to evaluate each fund within the context of its
objective, an appropriate benchmark, and peer group.

The date shown next to the Morningstar Analyst Rating is the date on which Morningstar Manager Research Analyst
assigned or reaffirmed the current rating for the fund based on the analyst’s latest review and research report for the
fund.

The Five (5) Pillars
Morningstar has identified five key areas that we believe are crucial to predicting the future success of funds: People,
Parent, Process, Performance, and Price. Each pillar is evaluated when assessing a fund as well as the interaction
between the pillars, which we believe is crucial to understanding a fund’s overall merit.

People
The overall quality of a fund’s investment team is a significant key to its ability to deliver superior performance
relative to its benchmark and/or peers. Evaluating a fund’s investment team requires that analysts assess several
relevant items including how key decisions are made.

Parent
We believe the parent organization is of utmost importance in evaluating funds. The fund’s management set the tone
for key elements of our evaluation, including capacity management, risk management, recruitment and retention of
talent, and incentive pay. Beyond these operational areas, we prefer firms that have a culture of stewardship and put
investors first to those that are too heavily weighted to salesmanship.

Process
We look for funds with a performance objective and investment process (for both security selection and portfolio
construction) that is sensible, clearly defined, and repeatable. In addition, the portfolio should be constructed in a
manner that is consistent with the investment process and performance objective.

Performance
We do not believe past performance is necessarily predictive of future results, and this factor accordingly receives a
relatively small weighting in our evaluation process. In particular, we strive not to anchor on short-term performance.
However, we do believe that the evaluation of long-term return and risk patterns is vital to determining if a fund is
delivering to our expectations.

Price
To reflect actual investor experience, price is evaluated within the context of the relevant market or cross-border
region—for example, the United States, Australia, Canada, or Europe. In recognition of differences in scale and
distribution costs in various markets, the level at which a fund is penalised for high fees or rewarded for low fees can
vary with region. In Europe, for example, funds are penalised if they land in the most expensive quintile of their
Morningstar category and are rewarded if they land in the cheapest quintile. The assessment is made using annual
expense ratios, but in the case of funds with performance fees, expenses are evaluated excluding any performance
fees and then the structure of the performance fee is evaluated separately.
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Morningstar Analyst Ratings
Morningstar Analyst Ratings are assigned on a five-tier scale running from Gold to Negative. The top three ratings,
Gold, Silver, and Bronze, all indicate that our analysts think highly of a fund; the difference between them
corresponds to differences in the level of analyst conviction in a fund’s ability to outperform its benchmark and peers
through time, within the context of the level of risk taken.

Gold
Represents funds that our analyst has the highest-conviction in for that given investment mandate. By giving a fund a
Gold rating, we are expressing an expectation that it will outperform its relevant performance benchmark and/or peer
group within the context of the level of risk taken over the long term (defined as a full market cycle or at least five
years). To earn a Gold rating, a fund must distinguish itself across the five pillars that are the basis for our analysis.

Silver
Represents funds our analyst has high-conviction in, but not in all of the five pillars. With those fundamental
strengths, we expect these funds will outperform their relevant performance benchmark and/or peer group within the
context of the level of risk taken over the long term (defined as a full market cycle or at least five years).

Bronze
Represents funds that have advantages that clearly outweigh any disadvantages across the pillars, giving analyst the
conviction to award them a positive rating. We expect these funds to beat their relevant performance benchmark
and/ or peer group within the context of the level of risk taken over a full market cycle (or at least five years).

Neutral
Represents funds in which our analysts don’t have a strong positive or negative conviction. In our judgment, these
funds are not likely to deliver standout returns, but they aren’t likely to seriously underperform their relevant
performance benchmark and/or peer group either.

Negative
Represents funds that possess at least one flaw that our analysts believe is likely to significantly hamper future
performance, such as high fees or an unstable management team. Because of these faults, we believe these funds
are inferior to most competitors and will likely underperform their relevant performance benchmark and/or peer
group, within the context of the level of risk taken, over a full market cycle.

Morningstar may also use two other designations in place of a rating:

Under Review
This designation means that a change that occurred with the fund or at the fund company requires further review to
determine the impact on the rating.

Not Ratable
This designation is used only where we are providing a report on a new strategy or on a strategy where there are no
relevant comparators, but where investors require information as to suitability.

For more information about our Analyst Rating methodology please go to
http://corporate1.morningstar.com/ResearchLibrary/

Morningstar Star Rating
The Morningstar Star Rating is a proprietary data point that is quantitatively driven. Funds are rated from one to five
stars based on how well the fund performed (after adjusting for risk and accounting for sales charges) in comparison
to similar funds. Within each Morningstar Category, the top 10% of funds receive five-stars and the bottom 10%
receives one-star. Funds are rated for up to three time periods –three-, five-, and ten-years– and these ratings are
combined to produce an overall star rating, which is noted within the Report. Funds with less than three years of
history are not rated. Morningstar Star Ratings are based entirely on a mathematical evaluation of past performance.
Morningstar Star Ratings are in no way to be considered a buy or sell signal nor should be viewed as a statement of
fact.

For Recipients in Australia: This Report has been issued and distributed in Australia by Morningstar Australasia
Pty Ltd (ABN: 95 090 665 544; ASFL: 240892). Morningstar Australasia Pty Ltd is the provider of the general advice
(‘the Service’) and takes responsibility for the production of this report. The Service is provided through the research
of investment products. To the extent the Report contains general advice it has been prepared without reference to an
investor’s objectives, financial situation or needs. Investors should consider the advice in light of these matters and, if
applicable, the relevant Product Disclosure Statement before making any decision to invest.   Refer to our Financial
Services Guide (FSG) for more information at www.morningstar.com.au/fsg.pdf.

For Recipients in Hong Kong: The Report is distributed by Morningstar Investment Management Asia Limited,
which is regulated by the Hong Kong Securities and Futures Commission to provide services to professional investors
only. Neither Morningstar Investment Management Asia Limited, nor its representatives, are acting or will be
deemed to be acting as an investment advisor to any recipients of this information unless expressly agreed to by
Morningstar Investment Management Asia Limited. For enquiries regarding this research, please contact a
Morningstar Investment Management Asia Limited Licensed Representative at
http://global.morningstar.com/equitydisclosures.

For Recipients in India: This Investment Research is issued by Morningstar Investment Adviser India Private
Limited.  Morningstar Investment Adviser India Private Limited is registered with the Securities and Exchange Board
of India (Registration number INA000001357) and  provides investment advice and research. Morningstar Investment
Adviser India Private Limited has not been the subject of any disciplinary action by SEBI or any other legal/regulatory
body. Morningstar Investment Adviser India Private Limited is a wholly owned subsidiary of Morningstar Investment
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