invest@mtcasset.com
+60 3 2289 5055
MTC Asset Management
Founders Fund

Commentary (Founders Fund)
September 2021
Written by Devan Linus, Chief Investment Officer

Objective

NAV

MTC Founders Fund (“Founders”, “MTC” or the “Fund”) aims
to achieve a net return of 8-12% p.a. over a 3-5-year period by
investing in a portfolio of global listed equities. MTC invests
predominantly in large cap companies listed in the US and other
developed countries and employs a value driven, bottom-up
investment approach. MTC’s benchmark is the Straits Times
Index (“STI”) and the MSCI All Country World Index (“MSCI
ACWI”). The STI was chosen as a benchmark as MTC’s
investors are predominantly from Southeast Asia and benchmark
themselves to Singapore. MSCI ACWI is the second benchmark
as it was designed to best represent broad global equity-market
performance. Performance is reported in USD.

Class S:

Performance
Since Inception (24 Jul 2012)

146.4%

Performance & Benchmark Comparison
Founders, STI & MSCI ACWI

Finally, after five quarters of positive returns since March 2020,
we had our first negative quarter for the year. Although not ideal,
it is a good reminder that the path to high capital growth always
coincides with declines and corrections along the way. Great
investment return is never a straight line, and especially so for
equity where prices are quoted daily, there are always ups and
downs.
The depreciation this quarter, mainly is a result of our aggressive
increase in allocation to China’s technology companies (through
Hong Kong), as share prices have crashed substantially as a direct
result of the Chinese government punishing Chinese tech
companies for assumed monopolistic behaviours. In addition to
this, our investments in other geographies and sectors have also
corrected after strong rallies for a year, which can also be observed
by the declines in both the STI and MSCI ACWI. And of course,
the magnitude of our depreciation is always larger, owing to the
fact that we are buying into continued declines and our leverage
portion which is now approximately 50% of the portfolio. A
turnaround rally could happen for the quarter, otherwise if our
portfolio NAV stays at current levels, then it is another bargain
investment opportunity into our fund at discount to previous
quarters.
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133.6%

-4.3%
MTC

MTC delivered a since inception net return of 146.4% (10.2%
p.a.), outperforming both the STI and MSCI ACWI, which
returned -4.3% (-0.5% p.a.) and 133.6% (9.6% p.a.) respectively.
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Portfolio

Company Listing
Breakdown

Geography / Company Listing Breakdown
As mentioned above, we have increased allocation to China
(through Hong Kong) which now stands at 16% compared to last
quarter where it stood at 9%. We invested approximately 20% of
the portfolio into these Chinese tech companies based on cost
price, which readily explains the instant decline in our NAV of
approximately 4%. We have written comprehensively in our last
commentary on why we have decided to go big into China, and
the reasoning, confidence and fundamentals still holds even with
the sharp declines in the last few weeks. This by all accounts is a
true value investing play, which would hopefully mimic the
magnitude of appreciation of FAANG stocks experienced in the
last few years.

16%

20%
64%
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Besides China tech, the portfolio compositions and sector
breakdown has remained the same as previously reported, with
Communication Services and Information Technology still taking
up more than 50% of the portfolio. The substantial change from
last quarter is our composition of both Deep Value and Value
investments which now stands at a combined 70% compared to
last quarter at 56%.
To highlight one of our value companies, we have a company in
the telecommunication sector, which we believe to be severely
undervalued due to the generally shift of investment dollars into
the start-ups, unicorns, and what we call the modern version of
technology companies which are all trading at high multiples. Of
course, some are justified given the continuing expected growth,
but the truth is, many are not. In contrast the telecommunication
sector has largely been overlooked with low multiples, but we see
it as a great business, and access to the internet was the only tool
that kept us sane during the lockdown. Imagine living in the
1800s, with no internet and voice, the last one year would have
been equivalent to being in jail. We will write more in our next
commentary, but the above points should suffice in why we are
invested, and why it should appreciate going forward.
Another company in the value bucket is our investment in the
healthcare sector, more specifically a retail pharmaceutical in the
US. This company has big ambition and is planning to be a one
stop shop in terms of providing a total healthcare solution, from
the purchase of health insurance, subscription to medicine, and
access to common diagnostic treatments like those undertaken
traditionally in small clinics. For some strange reasons, when the
lockdowns occurred and retail investors started trading at home,
the bulk of the money seemed to go to EV companies, meme
stocks and crypto, with institutions following suit. Healthcare
stocks such as Pfizer and AstraZeneca for example barely moved
in terms of share price over the last 18 months.
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Page 2 of 3

Commentary (Founders Fund)
September 2021
Devan Linus, Chief Investment Officer

Portfolio (continued)
Geography / Company Listing Breakdown (continued)
If you looked at both Pfizer and AstraZeneca share price performances for 2020, it returned 0% despite
producing the leading vaccines administered around the world at the time (and in Pfizer’s case continues
to be at the time of this writing). If anything, it should had been these two stocks that should have soared
instead of the meme stocks of GameStop, AMC Cinemas or even Tesla. Hence, our search for a company
within the healthcare sector with low multiples to invest in, and in this scenario, we found and picked a
company that is a retail pharmaceutical we could understand easily. We believe it is hard to predict which
pharmaceutical company will develop the latest or most innovative drug or vaccine, especially if the
individual isn’t a scientist or a doctor. Even those that are, can get it seriously wrong (like those in Asia
preferring Sinovac, which has been less effective) as science is not certain on concept, rather it’s a
hypothesis that must be validated through experiments. To invest based on just hypothesis is to invest
based on speculation which is something we do not do.

Market Insights & Outlook
The decline although large for the quarter at -9.4%, is something that can be expected and it should be
embraced when seeking high capital returns. If anything, it gives our existing investors a chance to
increase allocation at a discount, and we hope our commentary and tenure continues to give our investors
comfort and confidence. In the past we ourselves being human, have tried to manage not only the
quarter-on-quarter performance but also the month-on-month performance by rotating the portfolio too
much (though much less than most other funds), only for it to backfire making us feel foolish when some
of our stocks rallied months after we rotated out of them. Having gone through two major crises in our
investment lifetime, the Global Financial Crisis in 2008 and the Covid-19 Crisis in 2020, has only made
us more experienced and more resolute in our discipline to buy-and-hold for the long-term. The world
is starting to open with more countries achieving vaccination rates of more than 70%, where travels and
business are going to resume with veracious activity and excitement. As such companies will prosper,
people will prosper, and the right stocks will prosper again too. A great time to invest more given the dip.

Disclaimer
The views expressed in this report are those of Devan Linus Rajadurai, MTC’s Co-Founder, CEO & Chief Investment Officer. MTC’s
investment strategy is implemented by the Fund’s Investment Manager, MTC Asset Management (M) Sdn. Bhd. licensed by Securities
Commission Malaysia (CMSL: eCMSL/A0333/2015). 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.
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