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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)

149.2%

Performance & Benchmark Comparison
Founders, STI & MSCI ACWI

Our performance in Quarter 4 of 2021 was only a mere 1.1% as
our Chinese technology companies (via Hong Kong), continued
its downward trend for the quarter. Our US investments on the
other hand, appreciated quite a fair bit which is why we ended the
quarter on a positive note. The MSCI ACWI outperformed us
substantially for the year by 10.2%, where we feel the bulk of the
performance came from the continued appreciation of growth
stocks. Our YTD performance whilst positive for the year, also
took a hit as we deliberately bought into Chinese tech when it was
declining. We are content with our strategy of continuously
buying as valuation drops further as it is impossible to time the
exact bottom, and from the moment we began buying into
Chinese tech, they exhibited value.

148.6%

-2.5%
MTC

MTC delivered a since inception net return of 149.2% (10.1%
p.a.), outperforming the STI and matching the MSCI ACWI,
which returned -2.5% (-0.3% p.a.) and 148.6% (10.1% p.a.)
respectively.
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MTC

9.6%

STI

MSCI
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Quarter (Dec 2021)

Economy & Markets
As a whole for 2021, developed markets performed well, with the
DJI and ASX200 recording 18.7% and 13.0% respectively. This
is another reason why the MSCI ACWI, a representation of global
equity-market performance, has done so well for the year.
Reiterating what was mentioned earlier, the majority of this
outperformance can be attributed to the optimism of growth
stocks, buoyed by themes such as EV, digitisation, meme stocks.
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Performance & Benchmark Comparison
(continued)

Company Listing
Breakdown

Economy & Markets (continued)

Current Quarter (31 Dec 2021)

However, at the time of writing this letter in the 3 week of Jan
2022, we can start to see some cracks within the themes which has
resulted in the recent tech rout where the NASDAQ has lost
12.5% since the 1st of Jan. Secondly, inflation has become a big
concern, with the US Federal Reserve finally committing to
increasing interest rates over the coming years (which makes
buying bonds or any other fixed income now a terrible idea).
Lastly, crypto currencies (which we have always thought to be
speculative in nature and potentially a Ponzi) has finally crashed,
with the main champion Bitcoin having declined from a peak in
Nov 2021 of approx. 66,000 USD to approx. 33,000 USD. That’s
a 50% loss in less than three months! Whilst we don’t really know
(and we don’t think others do as well) the extent of the contagion
effect crypto has on the global financial system (we think it is
small), we acknowledge that any major asset class (including
digital currieries) crashing so fast and so severe has a negative
impact to the overall markets and economy. In the 2008 GFC and
the 2020 Covid-19 Crisis, the US Fed and other governments
acted quickly with stimulus activities to shore up the markets. We
are quite confident that none of the governments (except maybe
El Salvador) are going to provide stimulus for Crypto, when
Crypto’s purpose is to be anti-government or in their coined,
politically correct term “decentralised finance”. In summary, one
should be concerned about the overvaluation of the markets in
general and tread carefully if one chooses to invest themselves.
rd

Despite the negativity described above, certain value stocks which
have largely been ignored by the markets in the past two years,
such as telecommunication, consumer staples, etc. are starting to
look like gems because of its deep value, plus they also continue
to pay a high dividend. Not only that, a few of these companies
that are in a net cash positive position could benefit from the rising
interest rates, as they won’t be burdened by higher interest
payment, thereby maintaining their dividend pay-outs. Even
certain growth stocks, like our Chinese tech companies are in a
net cash positive position therefore won’t be as burdened with the
rising interest rates, especially if they can pass on the cost to
consumers. The companies we should be worrying about is those
that have substantial debt, such as Travel & Leisure companies,
which we have exited after making some good returns.

12%
14%

74%
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Prior Quarter (30 Sep 2021)

20%

16%

US

64%
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AU

Others

Prior Year (31 Dec 2020)
7%
19%

Just like how interest rates have an inverse correlation to the
markets, inflation too plays a significant factor. There are a few
companies out there that could benefit from an inflationary
environment should they be able to pass on the cost to their
customers. This also assumes that they can maintain margins
accompanied by revenue increases as a result of price increases. A
counterpoint to the argument above is increased prices leads to
reduced volume, hence reduced revenue.
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Porfolio (continued)

Sector
Breakdown

Economy & Markets (continued)
However, because we are in a demand led inflation environment,
we might not necessarily face the above argument, of reduced
volume and a good example would be the semiconductor players
where car manufacturers would probably still pay higher prices for
chips with increasing orders, in the hopes they can maintain their
high price tag of their EV cars to cover the cost.
Geography / Company Listing Breakdown

Current Quarter (31 Dec 2021)
19%
39%
20%

Compared to Quarter 3 of 2021, our US allocation has increased
from 64% to 74%, much of this due to the appreciation of our US
stocks and further allocation to this geography. HK (i.e., Chinese
tech) changed from 16% to 14% for the quarter, very much due
to the continued depreciation of our Chinese investments, and a
year-end timing issue of us selling one Chinese tech company in
Dec and buying the other in Jan 2022 (if we include Jan’s
purchase, HK’s breakdown should be approx. 17%). AU’s
breakdown decreased from 20% to 12% during the quarter, as we
took profits from our Australian investments to allocate further
into China. It should also be noted that at the very start of 2021,
we had 7% in cash, in which we have now allocated over the year
to grab bargain opportunities in HK and US, utilising some
leverage too.

22%
Communication Services
Information Technology
Consumer Discretionary
Others

Prior Quarter (30 Sep 2021)

22%
39%

Sector Breakdown
Our Sector Breakdown is similar between the current and prior
quarter, as there has been no major appreciation or declines in
either sector. China’s depreciation in Communication Services
and Information Technology have been offset by the increase in
the US’s sector equivalent.
We have also maintained our sector investments without any
major change in themes. Sitting within the ‘Others’ sector
however, there has been a decline for the year as we took profits
on our big autos investments which we made in 2019. Our deep
value investment in autos had appreciated significantly to fair
value. We therefore felt that any further upside would purely be
from a momentum play or even bordering on speculation. Whilst
we accept that we probably sacrificed further upside having sold
autos during the year, we did it because we didn’t think we could
accurately predict who the winner was going to be in the EV space.
Given the substantial R&D and capex being committed by each
auto manufacturer, it would be a substantial negative return on
investment should customers not end up buying their EV cars.
Since we are on the topic of autos, it is worth mentioning the
concept of value investing and being patient, where surprisingly in
2021, Tesla wasn’t the top performing listed auto company by
share price (50% appreciation). Instead, the crown went to Ford,
with a share price appreciation of 136%, with a PE of 10x vs Tesla
of > 50x.
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Portfolio (continued)

Value
Breakdown

Sector Breakdown (continued)
BMW and Toyota also performed pretty well at 23% and 20%
respectively. This is the reason why we chose traditional autos
over Tesla. Value companies can go up as much if not more if you
are patient enough. That being said, good on those who have
made a lot of money from investing in Tesla. But for us as
guardians of capital, Tesla at its valuation represented more risk
than anything else and it wasn’t a game we wanted to play. After
having gone through a few crises and having studied the 1999 tech
bubble crash, seeing disruptors disappear when the incumbents
decided to compete, choosing value and being patient can also be
rewarded over time. For example, you would have still made more
than 10x for the decade investing in tech incumbents such as
Microsoft and Apple. You don’t need to take the additional risk
investing in Amazon to make your outsize returns. Of course, in
hindsight we now know that Amazon is a great company, but at
that time in the early 2000s, Amazon just sold books online, and
you may have also otherwise invested in the other e-commerce
disruptors such as pets.com, which ultimately went bankrupt.
Let’s not forget others such as Blackberry or Groupon which were
at that time also known to be the disruptors and sadly, have also
disappeared over time.
Value Breakdown

Current Quarter (31 Dec 2021)

34%

24%
Deep Value

Value

Fair Value

Cash

Prior Quarter (30 Sep 2021)

30%

Between the current and former quarter, not much has changed
in terms of the Value Breakdown. We still have a substantial
portion of Deep Value companies, which includes Chinese tech,
and some of our Semiconductor and Communication Services
companies.
The major change is the comparison between now and the end of
the last calendar year, 31 Dec 2020, where we actually held 7%
cash at the time as we couldn’t find any deep value companies to
buy. Fortunately for us this year, we found some good Deep Value
companies. This is also a great reminder that whilst bargains don’t
appear all the time, generally if you are patient enough, one should
be able to find an opportunity every other year or within every
three years. This year the obvious one was Chinese tech; in
Quarter 4 of 2021, you could have snapped up majority of the blue
chip tech in China at Deep Value; in Quarter 4 of 2018, US tech
companies and the FANG’s crashed substantially (by more than
25%) allowing you to collect them again at Deep Value given its
growth; and in 2016, semiconductors and commodity stocks
declined substantially. For illustrative purposes, anyone in 2016
that bought commodity stocks such as Glencore, BHP or Rio
would be sitting on returns in excess of 200% if they held it till
today, which is an IRR of >24% p.a. Bear in mind the examples
above are that of blue-chip companies, which demonstrates that
you can get great returns without investing in small or mid-caps,
and ultimately taking less business risk in doing so.
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Market Insights & Outlook
For the first time in a while, we have added more information to our commentary including comparisons
of our breakdowns with that of the prior quarter and start of the year. Hopefully, in reading this
commentary with these added comparisons, you are able to gain further insights on why we are still
bullish on our portfolio going forward despite the recent market rout in Jan 2022.
In summary, we feel that the worry of inflation doesn’t affect our portfolio that much, but instead, might
actually benefit our portfolio due to the rotation out of growth and speculation to value. Furthermore,
most of our readers and investors are already fans of China, hence we need not sell the China story
further. That being said, we need to re-emphasize that stock-picking is essential and more so for China
and Chinese tech in particular. For example, it is not as clear cut that Tik Tok (Bytedance) is going to
continue to do well, it could so easily end up being a second fiddle to Facebook and Instagram (Meta)
such as Snap is. Alibaba might be amazing, but perhaps JD could steal its lunch and market share with
Alibaba spending most of its time with the regulators. Therefore, more work and research needs to be
done to ascertain who is going to be the winner across the investments we make. In summary for this
outlook, we’ve got to recognize that we are in a demand led inflation environment. What this means for
us at MTC is that because our portfolio has specific themes such as semiconductors, media, and even
the traditional retailers, being in this environment would eventually benefit the portfolio companies.
Therefore if there is volatility downwards entering 2022, it just means our Value and Deep Value
companies are even cheaper, which serves as a good entry point for any investor into our Fund.

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.

Appendix: Performance
Since Inception (Jul 2012 – Dec 2021), net of fees, USD
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