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Pangolin Asia August 2014 NAV 

 
 
As at the 31st of August 2014 the NAV of the Class A shares of the Pangolin Asia Fund was US$425.85 net of all 
fees and expenses, down 2.41% from US$436.67 in July. Please see the table at the end of this letter for further 
detail. 
 
As of today, the fund is about 79% invested with the split being approximately as follows:  
 
Indonesia 29% 
Malaysia 24% 
Singapore 26% 
Thailand 21% 
 
No names I’m afraid but some details of the individual holdings are always available to investors on request. 
 
Overview 
 
To put our performance into perspective, please refer to the tables below. 
 

 

Return (in local currencies, except MSCI Asia Ex-Japan) 

 
 

 
 

 
Period Dow S&P 500 JSE KLSE STI SET MSCI ex JP PAF 

 
 

Jul 14 -1.6% -1.5% 4.3% -0.6% 3.6% 1.1% 3.3% 3.0% 
 

 
Aug 14 3.2% 3.8% 0.9% -0.3% -1.4% 3.9% -1.3% -2.4% 

 
 

YTD (2014) 3.1% 8.4% 20.2% 0.0% 5.0% 20.2% 9.0% 12.6% 
 

 

         

 
 

Return (in USD) 
    

 
Period Dow S&P 500 JSE KLSE STI SET MSCI ex JP PAF 

 
 

Jul 14 -1.6% -1.5% 6.8% 0.9% 3.4% 5.9% 3.3% 3.0% 
 

 
Aug 14 3.2% 3.8% -0.1% 1.1% -1.4% 4.5% 0.4% -2.4% 

 
 

YTD (2014) 3.1% 8.4% 25.0% 3.9% 6.3% 23.7% 9.0% 12.6% 
  

 
Malaysian Politics 
 
Malaysia’s opposition alleges that the government is using the courts to stifle it. There would appear to be a rash of 
sedition prosecutions of opposition supporters (and others) at present. The government would counter that if people 
break the law then the police and the courts will go after them – although it does appear that if a Malaysian 
questions the impartiality of these institutions or prosecutions, then he or she is possibly committing a seditious act! 
 
The following letter was published in a Malaysian newspaper last week. It was written by the human rights NGO, 
SUARAM, and gives some useful background to the law. 
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Outlook 
 
I was forwarded some interesting Goldman’s research which shows that (in the US) share prices of “strong balance 
sheet companies” have underperformed “weak balance sheet companies” by 49% over the past two years. 
Doubtless our preference for as close to debt-free businesses as we can get is slowing us down a bit. 
 
Other than the above, there are plenty of reminders to be cautious, including: 
 
 Many are making pots of money trading in companies they can hardly spell. 
 
 There has been a penny stock frenzy in Malaysia. 
 
 Businesses that one wouldn’t normally touch with a bargepole are being recommended, despite poor 

corporate governance concerns (to put it mildly) 
 
 PEs are too high so CAPM, EV/EBITDA, DDM and other weird methods are being used to justify lofty 

share-price targets 
 
 Etc. 

 
Just about the best performing sector in the region this year has been healthcare. A good story but is it really worth 
paying PEs of 30x for? 
 
We have a reasonable amount of cash. Investing it cheaply when markets are strong takes some perseverance, but 
we’ll get some dark days when it will be easy again. I remain hopeful that our research efforts will uncover new 
gems. Tomorrow we’re seeing a company that looks ultra-cheap but doesn’t produce an annual report in English, 
which may be why the market has so far overlooked it. (Or the chairman may be a mad crook; something all the 
locals know but we don’t). 
 
Over a leisurely summer I read a book called Gottland which recounts various tales from Iron-Curtain 
Czechoslovakia. We have owned the Indonesian subsidiary of the shoe company Bata for over 9 years. The first 
chapter of Gottland deals with that company’s formation. It includes the story of how Bata first started to explore the 
developing world (back in 1932) by sending two salesmen to North Africa. Very quickly two telegrams were received 
back at HQ: 
 

i) “No-one wears shoes here. No market opportunity. Am returning home.” 
 

& 
  
ii) “Everyone here is barefoot. Vast market opportunity. Send shoes as quickly as possible.” 

 
 
James Hay. 
8th September 2014 
 
 
I don’t like to discuss stocks publicly but I am always happy to talk to existing investors and those interested in the fund. If 
you have any questions, concerns, ideas, or just fancy an argument, please get in touch. Otherwise, just send money. 
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  Best monthly return  35.77% 
  Worst monthly return -20.42% 
  Maximum drawdown -47.53% 
  % of positive months   70.09% 
  Annualised return  16.02% 

 
 
 By Sector 

 
 


