
  info@malayantraders.com 
  +60 3 2289 5055 
  
  Malayan Traders Capital 
  Founders Fund 
   

 
Copyright © 2012-2016. All Rights Reserved.  malayantraders.com Page 1 of 2 

Commentary 
November 2015  

Written by Devan Linus Rajadurai, Chief Investment Officer 

Objective 
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. 

Performance 
MTC delivered a since inception net return of 47.3% (12.0% p.a.), 
outperforming its benchmarks, the STI and the MSCI ACWI, which 
returned -14.8% (-4.6% p.a.) and 34.1% (9.0% p.a.) respectively. 

Market Insights 
General 

While MTC has declined 5.8% for the month, this is an expected 
occurrence given the continued volatility we expect to see in the near 
term - STI also declined 4.7% during this period. We are constantly 
rebalancing our portfolio into deep undervalued companies which may 
result in short term declines in our performance, making it a good time 
for investors to increase their investments into MTC at the cheap. We 
are going back to our bread and butter which is the US listed and 
technology stocks both that take up 44% and 46% of our portfolio 
respectively. It goes back to the mantra we have that is “investing in 
what you know”, and those who know MTC, recognises its expertise in 
technology stocks. 
 
US Recovery 

We are heavily invested in global US listed companies again because 
certain counters have become extremely undervalued and the economic 
data points to a continued recovery. In October, hourly earnings in the 
US grew at an annual rate of 2.5%, the fastest pace since 2009, and 
unemployment rate fell to 5%, the lowest since 2008. Furthermore, US 
economic growth was revised upwards to an annual rate of 2.1% in the 
3rd quarter, compared to an earlier estimate of 1.5%. 
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Market Insights (continued) 
Market Appetite Still Strong 

In the previous commentaries we talked about how value opportunities 
emerge when stock prices decline significantly during volatile times - like 
today. This value is creating additional market appetite, and we are 
observing some of the largest M&A activities as a result: (1) Marriot 
agreeing to purchase Starwood (owner of Sheraton and Westin) for a 
value of $12.2B, making it the biggest hotel acquisition since 2007. (2) 
Pfizer and Allergan agreed to combine in a $160B deal, making it the 
biggest pharmaceutical deal to date. Besides mergers, you also see 
appetite in new IPOs such as Japan Post floating for $12B, making it the 
world’s largest IPO since Alibaba in Sep 2014. 

Portfolio 
Legacy Technology not Social Technology 

We mentioned before how MTC is known for its tech investments. One 
of the main differentiators in how we pick companies is distinguishing 
between social technology like Twitter, Groupon, etc. that we don’t 
own, compared to legacy tech like Apple, Microsoft, etc. that we do 
own. We define social tech as a companies that generate a lot of internet 
buzz, are largely unprofitable, and were privately trading at high 
valuations before its IPO. In the case of Square, a mobile payment 
provider, the market finally realised that it was privately overvalued and 
they had to plan an IPO at $3.9B (share price of $11-$13) significantly 
below their initial intention of $6B. Even then, the actual IPO was 
priced at $9 a share. We on the other hand, are investing in companies 
that produce legacy dependable components, like Microsoft OS 
Windows, or Apple’s iPhone’s and Macs. Furthermore, these 
companies are investing in the Internet of Things, which will be the next 
catalyst for future growth. 

Outlook  
Our outlook has not changed from the previous months: “We continue 
to expect further volatility for the year, but note that our current porfolio 
is the cheapest its been since late 2012. You can find more great 
businesses trading at cheap valuations today compared to any other time 
since the financial crisis in 2008. We believe investing for the long term 
at today’s level will generate excess returns of more than 20% p.a. for 
MTC’s investors.” 

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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