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Objective

NAV

Malayan Traders Capital Founders Fund (“Malayan Traders”, “MTC”
or the “Fund”) aims to achieve a net return of 10-15% p.a. over a 3-5
year period by investing in a portfolio of global listed equities. MTC
invests predominantly in blue chip companies listed in the US and
Emerging Asia and employs a value driven, bottom-up investment
approach. MTC’s benchmark is the Singapore Straits Times Index
(“STI”) and the MSCI All Country World Index (“MSCI ACWI”).
The STI was chosen as a benchmark as MTC’s investors predominantly
originate from Southeast Asia, where the STI is the most commonly
followed index. Performance is reported in USD.
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MTC delivered a since inception net return of 53.7% (18.1% p.a.),
outperforming its benchmarks, the STI and the MSCI ACWI, which
returned 5.5% (2.1% p.a.) and 35.1% (12.4% p.a.) respectively.
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Global equity markets continue to languish as oil prices continue to
decline, dropping to a low of around $45 per barrel (WTI), a 20% drop
from last December’s price of $55. This in addition to the Charlie
Hebdo killings, and the lingering effects of Greece defaulting, has
caused the Dow to drop a further 3.7% in January. MTC’s portfolio on
the other hand remains resilient due to positive earnings results from US
global companies in our portfolio. One of them is Apple.
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Oil & Gas
We are generally bearish on oil and gas (“O&G”) companies despite the
appearance of a bargain after the sector declined approximately -25%
(S&P Global Oil Index). We have to remember that the O&G sector
that we never invested in the prior year were overvalued just six months
ago. However, we are targeting established servicing companies that
have strong cash balances, are trading below tangible book values and
that operate in areas of dependency. Even with oil price declines, certain
functions like maintenance has to be conducted as major O&G players
still need to drill for current consumption. What we avoid are the risky
exploration companies, or companies that over-expanded with debt.
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Malaysia
We mentioned in last month’s commentary that we “are generally
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Company Listing
Breakdown

Market Insights (continued)
Malaysia (continued)
negative on companies operating in single countries outside of the US”.
Hence, as we observe further share price erosion on well-run companies
outside the US, we are swooping in to acquire a stake. For the first time,
we invested in a Malaysian company. Bargains slowly started surfacing,
given the oil price declines, implementation concerns of the newly
introduced GST, and the perceived lack of transparency of the
government investment arm, 1MDB’s debt position. As such after
thorough research, we took a position in a well-run company in Malaysia
which had generated growing profits, has abundance of cash and
physical assets, and is trading below tangible book value.

Portfolio
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US

Apple
Although the share price has run up close to 100% since its low in 2013,
Apple continued to remain undervalued going into 2015 given that it
has yet to formally break into new markets such as China in a huge way.
Towards the end of 2013, Apple officially formed a partnership with
China Mobile, the country’s largest carrier. Now with the recent launch
of the larger iPhone 6 Plus which directly caters to the Chinese market,
this has resulted in total iPhone sales in China by more than 70% YoY.
This in addition to growth of other regions, has resulted in an overall
global growth in revenue of 30% YoY, and netted Apple an income of
$18B. Even after this record breaking performance, Apple continues to
be a ‘value’ investment and takes up a large percentage of the ‘value’
portion of our portfolio. Apple has yet to launch and monetise its Apple
Watch.
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Outlook
2015 is looking to be another volatile year for global markets. However,
we continue to search the globe for strong but overlooked companies to
invest in. It is a tall order to find exceptional companies that are better
than what we currently have in our portfolio – having reviewed our
portfolio, we are confident of delivering at least a 10% return for our
investors over the coming months. Approximately 43% of our portfolio
companies are dirt cheap and are of ‘deep value’. The remaining 36%
consist of great companies of ‘value’ such as Apple, which produce great
products and services, and with continued expectations of growth.
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Disclaimer
The views expressed in this report are those of Devan Linus Rajadurai, MTC’s Founder &
Chief Investment Officer. MTC’s investment strategy is implemented by the Fund’s Investment
Manager, MTC Asset Management, with the support of its sister entity, MTC Asset
Management (M) Sdn. Bhd. licensed by Securities Commission Malaysia (CMSL:
eCMSL/A0333/2015), which provides research and operational support to MTC Asset
Management. The Fund is a regulated mutual fund under the Mutual Funds Law of the
Cayman Islands and is registered with the Cayman Islands Monetary Authority. This report is
up-to-date as of 1 August 2016.
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