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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.

Class A:

138.16

Performance
Since Inception (24 Jul 2012)

38.2%

Performance
MTC delivered a since inception net return of 38.2% (10.6% p.a.),
outperforming its benchmarks, the STI and the MSCI ACWI, which
returned -12.9% (-4.3% p.a.) and 30.6% (8.8% p.a.) respectively.
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Global equity markets continue to fall with the STI and Dow declining
a further 8.8% and 6.6% respectively in August. The general market
beta, coupled with our recent buying of stocks during this downturn
were the main reasons for our negative performance for the month.
We have commented at length about the China and Greece situation in
our prior commentaries and how they have caused the decline in global
equity markets for Q3 2015. Rather than repeating ourselves, this month
we will elaborate more on our investment strategy and explain why the
current decline in our performance is a natural occurrence that must
take place in order to achieve and maintain our 2x return in 3-5 years
(20% p.a.).

MTC’s Investment Philosophy
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Buying into Weakness
The reality is that no one can consistently time markets, and those that
are not investing in good companies today due to fear of a temporary
decline are missing out on a great opportunity. When you have a range
of well run businesses that are trading at valuations below their book
and close to cash, that are still producing sound profits and are likely to
continue being the dominant players in their industries; one would be
foolish not to invest for fear that the general market could drop 10%.
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MTC’s Investment Philosophy (continued)
Buying into Weakness (continued)
Flipping through the newspapers today may make such an investor feel
slighted as some fund managers are being commended for having a huge
cash pile, having sat on it for years. However, the reality is that as they
were sitting on this cash all this while, they did not fully benefit from the
recent bull-run over the last 3 years, and as a result produced very
subpar, <5% net returns. We make this negative comment above only
to provide contrast to the strategy of “buying into weakness”, and how we
both expect and embrace volatility. Throughout Warren Buffett’s
career, there have been several times where, year-over-year, his portfolio
had declined by more than 25%, only to recover strongly and resultantly
deliver an overall >20% p.a. track record over a span of 50+ years. So
far, despite our recent decline, we are still delivering a temporary 11%
p.a. since inception; and those who invest now, because they are buying
at near or at the bottom, are expected to experience upside of closer to
25% p.a.

Portfolio
Among our Deep Value portfolio companies is a global chipmaker that
historically produces chips for PCs, but has recently entered the mobile
space. Due to fear of a dying PC market, the market has depressed this
company’s stock price to a level where earnings yield is over 20% p.a.
and where cash comprises more than 20% of its market capitalisation.
We will comment more on this stock in our future reports. Along with
this global chipmaker, agriculture players in South East Asia form a
material portion of our Deep Value investments, all of which have strong
balance sheets and continued sustainable demand going forward.
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Outlook
We reiterate that to achieve sustainable and superior returns, one must
be steadfast in turbulent times. As commented previously, the natural
consequence of “being greedy when others are fearful” is a temporary
discomfort as sentiment outweighs reason. However, we will ultimately
be rewarded when markets stabilise and fundamentals take over. Our
portfolio is the cheapest it has ever been, and those that invest now are
likely to achieve returns of 20-25% p.a. as opposed to our stated
objective of 10-15% p.a.
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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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