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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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Performance
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Performance
Since Inception (24 Jul 2012)

71.6%

MTC delivered a since inception net return of 71.6% (21.0% p.a.),
outperforming its benchmarks, the STI and the MSCI ACWI, which
returned 10.9% (3.7% p.a.) and 43.7% (13.6% p.a.) respectively.
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Year to Date (2015)

The Shanghai Composite and Hang Seng Index (“HSI”) rallied
tremendously in April, returning 16.9% and 13.0% respectively. In
comparison, the STI and Dow moved up just 1.2% and 0.4%
respectively, while the KLCI returned -0.7% over the month.
10.8%

China and Hong Kong
For a prolonged period of time, the Shanghai Composite was flat,
hovering around the 2,000 mark up until July 2014. Since then to 30
April this year, the index experienced a huge rally, returning more than
100% and closing at 4,442. The HSI in contrast was relatively muted in
comparison, returning just 12% over the same period, with the bulk of
the return delivered in April this year. We make note of this to highlight
the price disparities that from time to time exist for Chinese companies
that are listed both on the Shanghai and Hong Kong exchange, and
capitalise on these inefficiencies; in this case, the share price of the
Shanghai listed company traded at a significant premium to the share
price of the same company listed on the HSI, creating an arbitrage
opportunity for the well-informed investor. The rally in the Shanghai
Composite was driven mainly by the growing middle class seeking to
diversify their savings into equity investments. With restrictions on fund
flows out of China due to the capital controls put in place by the Chinese
government, mainlanders had little option but to direct their savings into
Shanghai listed companies, creating an abundance of liquidity
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Market Insights (continued)
China and Hong Kong (continued)
in the market and pushing prices to highly elevated levels as a result.
While the Shanghai-Hong Kong Stock Connect was launched on 17
November 2014 to allow H Shares (i.e. Chinese Companies listed in
Hong Kong) to be traded on the Shanghai Stock Exchange, only in April
this year did the program fully take effect. Indeed, for the first time on
April 8, the US$1.7B daily volume limit on H Shares transactions was
fully absorbed by Chinese investors. This frenzy purchasing of H Shares
by Mainlanders was a key contributor to the run up in the HSI over the
month, which in our view, consequentially has resulted in many Hong
Kong listed entities no longer exhibiting deep value characteristics.
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MTC’s strong performance in April can be attributed to the continued
appreciation of our global companies and our Hong Kong listed
companies, the latter of which benefitted from the buying frenzy
mentioned above.
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Sector
Breakdown

ICBC

12%

In December 2013, we remarked that despite concerns of shadow
banking, the formation of a property bubble, and a general slowdown of
the Chinese economy, our analysis indicated that ICBC, China’s largest
bank, is a stable company delivering consistent, growing profits and more
importantly traded at extremely cheap valuations. As shown time and
again, having a strong sense of intrinsic value and patience will result in
outsized returns. After close to 1.5 years, we are being richly rewarded
with a significant appreciation of ICBC, in addition to our other Chinese
stocks in our portfolio.

Outlook
We have been bullish on the US and Emerging Asia since the start of
2015. However, the recent rally in the China and Hong Kong markets
have resulted in some frothy valuations, and we no longer see value in
most of our Chinese companies. We have sold these companies and
continue to identify new deep value investments in other parts of the
world.
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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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