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AMG Veritas China N MMCFX
This is becoming a China fund under its new subadvisor.

Morningstar's Take MMCFX
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Fund Performance

Year Total Return (%) +/- Category
YTD -1.19 6.25
2020 17.79 -19.31
2019 27.40 1.54
2018 -5.34 15.35
2017 24.01 -18.39
Data through 12-31-21

4-15-21 | by David Kathman

AMG Managers Emerging Opportunities will soon
undergo a complete overhaul under a new
subadvisor, changing from a U.S. microcap fund to
a China fund, and it will be considerably more
attractive within its new niche. We’re upgrading its
Morningstar Analyst Rating to Silver from Neutral
for both share classes.

After many years as a U.S. micro-cap fund with
multiple subadvisors, this fund will change its
name to AMG Veritas China on May 22, 2021, at
the same time that Veritas Asset Management
becomes the sole subadvisor. The new portfolio
manager will be Ezra Sun, who has managed the
European-sold UCITS version of Veritas’ Asian
strategy since its 2004 inception, with outstanding
results. (He also began managing a U.S.-sold fund
with the same strategy, AMG Veritas Asia-Pacific
MGSEX, on March 19, 2021.) He is aided by three
analysts, each of whom has been with Veritas for

more than a decade and has 20 years of industry
experience.

Sun will employ the same strategy he has used on
the Veritas China UCITS fund since its October
2018 launch. It’s a China-focused version of the
same distinctive approach he uses for the Asian
strategy, with top-down and bottom-up analysis
both playing important roles. Sun and his team
focus on five big-picture themes (Green Asia,
Healthy Asia, Connected Asia, Efficient Asia, and
Aspirational Asia), which encompass such areas as
renewable energy, e-commerce, and luxury goods.
Sun tries to temper the risk inherent in Chinese
stocks by seeking out “high-quality” companies
(those having strong balance sheets and cash
flows) and exercising valuation discipline. But it’s
also a high-conviction strategy, with only 20-40
holdings, so a few stocks can have a big effect on
returns (for better or for worse).

Given all the above, this should be a fine choice
within the niche of China funds, though that may or
may not be what the fund’s previous shareholders
are looking for. Investors should be sure they want
what this fund has to offer.

Process Pillar  Above Average | David
Kathman 04/15/2021
We're upgrading this fund's Process rating to
Above Average from Average. Incoming manager
Ezra Sun uses a thematically driven process that's
thorough and time-tested.

Sun's strategy on this fund is essentially the same
one he has employed over the past 20 years on
Veritas Asian and other Asia-Pacific funds he has
managed, except that here he can only hold China-
based stocks. It's a differentiated, high-conviction
approach that has been proved over time,
combining top-down and bottom-up research. To
narrow down the investment universe, Sun and his
team focus on five themes: Green Asia

(environmental protection and renewable energy),
Healthy Asia (healthcare and pharmaceuticals),
Connected Asia (Internet and e-commerce),
Efficient Asia (automation, reform, and
deregulation), and Aspirational Asia (premium
products, leisure, and travel). Within these themes,
he looks for companies that can achieve an internal
rate of return of 15% a year for five years, through
high levels of recurring revenue and cash flows,
strong balance sheets, and barriers to entry. His
rigorous valuation process is based on a variety of
metrics, including discounted cash flow models and
price/book ratio.

Sun will hold only 20-40 stocks in this fund, and
while his goal is to beat the MSCI China Index over
time, he doesn't pay much attention to it and isn't
constrained by its stock or sector weightings.

The Veritas China composite held 29 stocks as of
Dec. 31, 2020, in line with the planned limits for
this fund. It's a high-conviction portfolio, but not a
particularly top-heavy one. Only two stocks
(Shandong Sinocera and Shenzhen Mindray) took
up more than 5% of fund assets, and the top 10
holdings took up 42% of assets, not much more
than if each of the holdings was weighted equally.
The fact that no single stock dominates the
portfolio should help to temper the stock-specific
risks somewhat, which is always a potential
problem in concentrated funds.

More than 40% of the composite's assets were in
the consumer discretionary and healthcare sectors
as of Dec. 31, 2020, and another 15% was in
consumer staples and industrials. Those sector tilts
are a result of manager Ezra Sun's thematic
investment style. While there is a fair amount of
overlap between the China composite and the
China portion of the Asian composite, they are not
the same. Chinese companies Alibaba and Tencent
were among the Asia composite's top five holdings
as of Dec. 31, 2020, but neither was among the top
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five holdings of the China composite, and Tencent
was not even in the top 10.

Sun sometimes holds cash when he can't find
enough good investment ideas. More than a fourth
of the Veritas China composite was in cash as of
Dec. 31, 2020, and the same was true of the UCITS
fund version of the strategy.

Performance Pillar | David Kathman 04/15/2021
This fund has produced mixed results since the
current subadvisor lineup was put in place in
December 2007. Through March 31, 2021, the fund
had trailed the small-growth Morningstar Category
over the past three years but had slightly beaten
the category over the trailing five and 10 years. It
had beaten its prospectus benchmark, the Russell
2000 Index, over each of those periods, but had
trailed the Russell 2000 Growth Index.

That track record will become largely irrelevant
once Veritas Asset Management takes over as the
sole subadvisor on May 21, 2021. It will be
renamed AMG Veritas China and will have the
MSCI China Index as its benchmark, presumably
also moving to the China category. The most
relevant basis for comparison is Veritas China, the
European-sold UCITS version of the same strategy
that will underlie this fund, but it has been around
only since Oct. 1, 2018. The UCITS fund has beaten
the MSCI China Index and the China equity
category by healthy margins over that short period,
trailing the category and benchmark in 2019 but
trouncing both of them in 2020. Veritas Asian,
another UCITS fund managed by Ezra Sun that
applied a very similar strategy to all of Asia, has
one of the best track records in its category since
its 2004 inception, ranking at or near the top of the
category over the trailing five, 10, and 15 years
through March 31, 2021.

People Pillar  High | David
Kathman 04/15/2021
We're upgrading this fund’s People rating to High
from Average, because of the experience,
resources, and outstanding record of the incoming
portfolio manager and his team.

As of May 21, 2021, AMG is replacing this fund's
three current subadvisors with Veritas Asset

Management, a London-based global investing
boutique majority-owned by AMG. The new
portfolio manager will be Ezra Sun, who has
managed Veritas' Asia strategy since 2004 and the
firm's China strategy (which will underlie this fund)
since its October 2018 inception. He is a savvy
investor who has consistently stuck to his high-
conviction, contrarian approach. The European-sold
UCITS version of the Asia strategy, Veritas Asian,
has compiled one of the best track records in its
category over the past 15 years. Before joining
Veritas, Sun spent nine years at Newton
Investment Management, where he managed that
firm's Asia-Pacific funds and developed his theme-
based approach.

Sun is aided by three analysts (Raymond Foo,
Jaewon Bae, and Victor Chu), each of whom has
been with the team for more than a decade and
has at least 19 years of industry experience. All
team members contribute ideas and discuss each
investment idea at length. Although Sun is based
in London and the analysts are based in Hong
Kong, they have regular weekly conference calls to
exchange ideas, discuss news flow, and implement
investment decisions.

Parent Pillar  Average | Linda Abu
Mushrefova 11/04/2020
AMG Funds has some strong affiliates, but a lack
of consistency in its offerings and recent lineup
changes damp conviction. It maintains an Average
Parent rating.

While AMG's stronger affiliates have held up
relatively well, net outflows have caused the firm
and its affiliates to liquidate or merge subscale
offerings, including AMG GW&K US Small Cap
Growth and AMG River Road Dividend All Cap
Value. In another instance, affiliate Chicago Equity
Partners shuttered its business entirely, spurring a
subadvisor and name change on AMG GW&K
Global Allocation. Recent challenges in AMG's
quantitative offerings have contributed most
substantially to outflows, with shops such as AQR
suffering the most.

Historically, AMG has grown by acquisition, but the
firm has seen a dry spell in new partnerships, and
it has thus recently closed far more offerings than

it has introduced. Leadership at the firm plans to
change that, though, and it has made some smaller
investments more recently. It acquired a minority
equity interest in Comvest Partners, a middle-
market private equity and credit investment firm, in
2020. It also made an investment in startup
Inclusive Capital Partners (a firm with an
environmental, social, and governance focus),
founded by ValueAct (another affiliate) founder Jeff
Ubben. AMG's recent investments reflect its
continued focus on alternative strategies and
newer emphasis on ESG.

Price Pillar | David Kathman 04/15/2021
There was insufficient cost data available for this
investment at time of publication.
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1 Effective May 21, 2021, the subadvisers of AMG Managers Emerging Opportunities Fund (the "Fund") will change from Next Century Growth Investors 
LLC, WEDGE Capital Management L.L.P. and RBC Global Asset Management (U.S.) Inc. to Veritas Asset Management LLP ("Veritas"). The appointment of 
Veritas is pursuant to an interim subadvisory agreement in anticipation of shareholder approval of a definitive subadvisory agreement. Also effective 
May 21, 2021, the Fund will change its name to AMG Veritas China Fund and make changes to its principal investment strategies and principal risks. For 
more information regarding these and other changes to the Fund, please see the Fund's prospectus.
2 Returns for periods less than one year are not annualized.
3 Since the inception of Class N shares on June 28, 2005.
4 Mention of a specific security should not be considered a recommendation to buy or a solicitation to sell that security. Holdings are subject to change.
* Held by more than one portfolio manager.

The performance data shown represents past performance. Past performance is not a guarantee of future results. Current performance may be lower or 
higher than the performance data quoted. The investment return and the principal value of an investment will fluctuate so that an investor's shares, 
when redeemed, may be worth more or less than their original cost. For performance information through the most recent month end please call 
800.835.3879 or visit our website at amgfunds.com.

Average annual returns (%)2 (as of 12/31/21 )

Inception Q4 YTD 1 Yr 3 Yr 5 Yr 10 Yr Since Incpt

MMCFX (Class N) 06/30/94 -1.03 -1.18 -1.18 14.04 11.73 13.03 12.53
MIMFX (Class I) 10/01/11 -0.98 -0.96 -0.96 14.31 12.00 13.32 14.63
Benchmark - -6.06 -21.72 -21.72 7.76 9.36 7.17 -

Top ten holdings (%)7

Holding % of Net Assets

Shenzhen Inovance Technology Co Ltd 8.46

Zhejiang Shuanghuan Driveline Co Ltd 7.91

Sungrow Power Supply Co Ltd 7.89

Guangzhou Kingmed Diagnostics Group Co Ltd 6.59

Estun Automation Co Ltd, Class A 6.11

Wuxi Lead Intelligent Equipment Co Ltd, Class A 5.07

Hangzhou First Applied Material Co Ltd, Class A 4.88

Guangzhou GRG Metrology & Test Co Ltd, Class A 4.66

Yunnan Energy New Material Co Ltd 4.61

Midea Group Co Ltd, Class A 4.41

TOTAL % 60.58

Expense Ratios (gross/net): Class N 1.24% / 1.19%, Class I 0.99% / 0.94%



Disclosure  

Investors should carefully consider the fund’s investment objectives, risks, charges, and expenses before 
investing. For this and other information, please call 800.835.3879 or download a free prospectus. Read it carefully 
before investing or sending money.

Past performance is no guarantee of future results.

Any sectors, industries, or securities discussed should not be perceived as investment recommendations. Any securities 
discussed may no longer be held in the Fund’s portfolio. It should not be assumed that any of the securities transactions 
discussed were or will prove to be profitable, or that the investment recommendations we make in the future will be 
profitable. 

Investing in initial public offerings (IPOs) is risky and the prices of stocks purchased in IPOs tend to fluctuate more 
widely than stocks of companies that have been publicly traded for a longer period of time. Stocks purchased in IPOs 
generally do not have a trading history, and information about the companies may be available for very limited periods.

Companies that are in similar businesses may be similarly affected by particular economic or market events; to the 
extent the Fund has substantial holdings within a particular sector, the risks associated with that sector increase.

The Fund invests in value stocks, which may perform differently from the market as a whole and may be undervalued by 
the market for a long period of time.

The Fund is subject to currency risk resulting from fluctuations in exchange rates that may affect the total loss or gain on 
a non-U.S. Dollar investment when converted back to U.S. Dollars.

The Fund is subject to the risks associated with investments in emerging markets, such as erratic earnings patterns, economic 
and political instability, changing exchange controls, limitations on repatriation of foreign capital and changes in local 
governmental attitudes toward private investment, possibly leading to nationalization or confiscation of investor assets.

A greater percentage of the Fund’s holdings may be focused in a smaller number of securities which may place the Fund at 
greater risk than a more diversified fund.

Investments in international securities are subject to certain risks of overseas investing including currency fluctuations and 
changes in political and economic conditions, which could result in significant market fluctuations.

The Fund invests in large-capitalization companies that may underperform other stock funds (such as funds that focus on 
small- and medium-capitalization companies) when stocks of large-capitalization companies are out of favor.

The Fund is subject to risks associated with investments in mid-capitalization companies such as greater price volatility, lower 
trading volume, and less liquidity than the stocks of larger, more established companies.

The Fund is subject to risks associated with investments in small-capitalization companies, such as erratic earnings patterns, 
competitive conditions, limited earnings history and a reliance on one or a limited number of products.

To the extent the Fund focuses its investments in a particular country, group of countries or geographic region, the Fund is 
particularly susceptible to economic, political, regulatory or other events or conditions affecting such countries or region, and 
the Fund’s NAV may be more volatile than the NAV of a more geographically diversified fund and may result in losses.



When the Fund has a significant cash balance for a sustained period, the benefit to the Fund of any market upswing may 
likely be reduced, and the Fund’s performance may be adversely affected.

An investment in participatory notes is subject to market risk. The performance results of participatory notes may not 
exactly replicate the performance of the underlying securities. An investment in participatory notes is also subject to 
counterparty risk, relating to the non-U.S. bank or broker-dealer that issues the participatory notes, and may be subject to 
liquidity risk.

Changes in the general political and social environment of a country can have substantial effects on the value of 
investments exposed to that country.

The application of the tax laws and regulations of the PRC to income, including capital gains, derived from certain 
investments of the Fund remains unclear, and may well continue to evolve, possibly with retroactive effect. Any taxes 
imposed on the investments of the Fund pursuant to such laws and regulations will reduce the Fund’s overall returns.

Trading in China A-Shares through Stock Connect is subject to sudden changes in quota limitations, application of trading 
suspensions, differences in trading days between the People's Republic of China and Stock Connect, operational risk, 
clearing and settlement risk and regulatory and taxation risk.

The Fund may not be able to value its investments in a manner that accurately reflects their market values, and the Fund 
may not be able to sell an investment at a price equal to the valuation ascribed to that investment by the Fund. 

AMG Funds are distributed by AMG Distributors, Inc., a member of FINRA/SIPC.
Not FDIC Insured | May Lose Value | Not Bank Guaranteed

The views and opinions expressed within this report are those of Morningstar and are subject to change based on market, 
economic, and other conditions. All information referenced herein is as of 01/21/22 unless otherwise noted. Indices are 
unmanaged and not available for direct investment.  

For each fund with at least a three-year history, Morningstar calculates a Morningstar Rating based on a Morningstar 
Risk-Adjusted Return measure that accounts for variation in a fund's monthly performance (including the effects of sales 
charges, loads, and redemption fees), placing more emphasis on downward variations and rewarding consistent 
performance. The top 10% of funds in each category receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 
stars, the next 22.5% receive 2 stars, and the bottom 10% receive 1 star. (Each share class is counted as a fraction of one 
fund within this scale and rated separately, which may cause slight variations in the distribution percentages.) The Overall 
Morningstar Rating for a fund is derived from a weighted average of the performance figures associated with its three-, 
five-, and ten-year (if applicable) Morningstar Rating metrics. Morningstar Rating is for the share class indicated only (see 
ticker); other share classes may have different performance characteristics. The Ranking may reflect the waiver of all or a 
portion of the fund'sfees. Without such waiver, the Rankings may have been lower.
The Morningstar Analyst RatingTM is not a credit or risk rating. It is a subjective evaluation performed by Morningstar’s 
manager research group, which consists of various Morningstar, Inc. subsidiaries (“Manager Research Group”). In the 
United States, that subsidiary is Morningstar Research Services LLC, which is registered with and governed by the U.S. 
Securities and Exchange Commission. 
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