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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
Since Inception (24 Jul 2012)

73.9%

MTC delivered a since inception net return of 73.9% (20.9% p.a.),
outperforming its benchmarks, the STI and the MSCI ACWI, which
returned 6.0% (2.0% p.a.) and 43.1% (13.1% p.a.) respectively.
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Year to Date (2015)

The Shanghai Composite Index continued to rise following its strong
rally in April, gaining 3.8% over the month of May. In comparison, the
Dow gained 1.0% over the month, while the STI experienced a down
month, returning -2.7%.
12.3%

China
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The disparity between China’s stock market valuations and economic
fundamentals continue to widen, with the stockmarket continuing its
rise to end the month at 4,611 while the Chinese central bank reduced
its main interest rate for the third time in 6 months in its effort to
stimulate a quickly decelerating economy. Additionally, while still rising,
the stockmarket is showing signs of weakness, with the Shanghai
Composite dropping 6.5% in a single day on 28 May, a sign that a sharp
reversal could occur at any time. We highlight this to demonstrate the
importance of being acutely aware when valuations are not reflective of
the underlying fundamentals, and to reallocate capital elsewhere when
value no longer exists in a particular geography or company. While
Chinese stocks may continue to rise due to momentum trading and
speculation, it is a dangerous game that we do not play. As such, we
have exited our Chinese investments in favour of high quality companies
in other geographies that exhibit clear deep value characteristics.
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Market Insights (continued)
Portfolio
We rebalanced our portfolio to consist of more deep value investments
following sharp appreciations in some of our portfolio companies. Below
we highlight two distinct companies to demonstrate how valuation plays
a critical role in our investment decisions and performance.
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Oil & Gas
In 2014, we were generally bearish on O&G companies given their high
valuations. However, bargains presented themselves when things
became extremely unfavourable in Jan, when Brent oil dipped below
$50/barrel. In these instances, markets have a habit of punishing all
companies in the industry. One such example was a Malaysian O&G
service maintenance company. Unlike exploration companies that were
severely affected from the oil price declines, this Company has a
defendable position, with service contracts locked in and steady
revenues regardless of oil price fluctuations. Trading at below NTA with
strong cash balances and operating in an area of dependency, we
acquired a position in the Company on the cheap, demonstrating how
companies can be temporarily mispriced in times of uncertainty.
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Breakdown
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Tesla
Tesla is a company with great prospects but one that is overhyped.
While certainly the lead innovator in its space, it continues to book
losses – net loss tripled in Q1’15 vs. Q1’14 despite increasing revenue
and record deliveries of its Model S vehicle. Comparing Tesla to BMW,
an established leader delivering steady profit growth and trading at a
reasonable 10x earnings with a market cap of $70B; we consider Tesla,
at a market cap of $32B but booking losses, to be overvalued at this
point and represents a company that we would not invest in, despite its
high growth potential.
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Outlook
The US markets are looking frothy while bargains are appearing in Asia
(ex-China). As a result, we are reallocating capital into quality Asian
companies that are trading at cheap valuations. Going forward, we
remain confident of delivering a strong performance, derived mainly
from deep value Asian companies.
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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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