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Objective
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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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Since Inception (24 Jul 2012)
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Performance
MTC delivered a since inception net return of 55.6% (15.4% p.a.),
outperforming its benchmarks, the STI and the MSCI ACWI, which
returned -1.7% (-0.6% p.a.) and 40.5% (11.7% p.a.) respectively.
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MTC delivered a return of -5.8% for the month. The drag on
performance was driven mainly by the general global equity market
retreat as fears of a potential Greece default, China’s continued
slowdown and stock market rout, and the contagion impact on the
world economy continue to weigh on investor sentiment.
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China
The impact of China’s economic slowdown and corresponding stock
market crash, coupled with the Chinese government’s poor handling of
the situation have resulted in a contagion effect where investors are also
selling off in other markets. While we have exited all of our Chinese
investments, as a result of the widespread selloff in equity markets
globally, our portfolio has also been negatively impacted.
We feel that the Chinese policymakers could have better managed the
situation because they (1) have used monetary policies that ultimately
resulted in inflated stock prices rather than a stimulated economy; (2)
have directly intervened in the stock market by halting the trading of
hundreds of companies and suspending IPOs; and (3) directed their
state funds to take up positions in the stock market. Consequentially,
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Market Insights (continued)
China (continued)
investors have become wary of investing in China, because (1) it does
not appear to be practicing fairness and free market policies; (2) its
government’s actions are only bailing out or profiting speculators at the
expense of the country’s reserves and taxpayers’ money; and (3) the
state funds’ objective should be to grow the local economy and create a
thriving middle class market rather than artificially inflate asset prices.
Although the Shanghai Composite Index has since retreated 14% in
June and a further 12% in July, we do not believe that it is a safe time to
invest given our reasons above.
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MTC’s Investment Philosophy
Value Investing
One of Warren Buffett’s famous quotes is to “be fearful when others are
greedy and be greedy when others are fearful”. While we are bearish on the
Chinese stock market, there are many well-run companies listed in other
markets that continue to experience robust revenue and profit growth,
but whose stock prices have crashed because of the China contagion
effect. The reality is that although China’s slowdown will affect a lot of
industries (some more than others), if a well-run company is trading
significantly below its intrinsic value, it will still make a great investment.
One such example is Apple – at a price of $135 (a P/E ratio of ~16x)
with an expected drop in revenue from China, Apple may not be such a
great investment. However, Apple would be a great investment should
its price fall to $100 (a P/E ratio of ~11x), as it is still a great company
generating sustainable earnings with a very strong balance sheet.
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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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Outlook
A natural consequence of “being greedy when others are fearful” is the
uncomfortable experience of performance declines in the short term as
markets fall on investor panic. Nevertheless, we would rather buy into
weakness than speculatively buy on short term trends and momentum,
only to have long term negative performance. We have sold all of our
fair value investments and rebalanced the portfolio to consist only of
deep value and value investments. As such, on a P/E and P/B basis, our
portfolio is the cheapest it has ever been, and those who invest now are
likely to achieve returns of 20-25% p.a. in the next 3-5 years as opposed
to the Fund’s stated goal of 10-15% p.a. return (ignoring market
timing).
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