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Pangolin Asia Fund September 2013 NAV 

 
 
As at the 30th of September 2013 the NAV of the Class A shares of the Pangolin Asia Fund was US$378.56 net of 
all fees and expenses, up 4.71% from US$361.54 in August. Please see the table at the end of this letter for further 
detail. 
 
As of today, the fund is about 83% invested with the split being approximately as follows:  
 
Indonesia 21% 
Malaysia 37% 
Singapore 24% 
Thailand 18% 
 
No names I’m afraid but some details of the individual holdings are always available to investors on request. 
 
 
Overview 
 
We have invested a little more of our cash over the past month, buying here and there on weakness. The intention 
is always to end up with a cheaper-looking portfolio but, frustratingly, our targets haven’t fallen as much as most of 
the market. 
 
 
Indonesia 
 
Indonesia’s stock market has been hit pretty hard this year as falling commodity prices have left investors 
wondering why they ever thought the story was so good. Indonesia’s problem is that it doesn’t actually make very 
much for export, so when the value of the stuff it grows or digs up plummets, this leaves quite a hole. And this 
seems unlikely to change anytime soon as excessive minimum wage demands combined with a nationalist and 
protective parliament continue to thwart those who would like to put the country’s masses to work. 
 
As the US$ exchange rate falls through 11,500, many locals are becoming even more bearish. Those who wanted 
to jump on the property band wagon are having second thoughts (perhaps sensibly as land values in some areas of 
Jakarta have tripled in two years); and next year’s elections, which in good times analysts look forward to as a 
source of increased consumption based on the parties’ spending, are now seen as a cause for worry and greater 
uncertainty. 
 
I have mentioned before that we have started to invest again in Indonesia. There are a few companies which I think 
are already cheap enough, but there remain far more which are still trading well above what they are worth. Our 
approach is to try and work out what we would like to own and buy if the price is right (and pray that our sums are 
not too far out of whack). 
 
The rise of the Asian and Indonesian consuming classes is unstoppable. If I didn’t believe that I’d give up 
investing. There are times when this growth moves faster than at others. Nevertheless, even in the bad times, 
poorly-run Indonesia continues to add millions to its middle classes. We may well be buying into the Indonesian 
consumer story a bit too early again, but I hope that we are protected by under-paying. 
 
 
An aside 
 
I first bought a stock for myself in Indonesia in 2002 when a man I knew from London (who I thought was a friend) 
started calling me every day from the office of a Jakarta broker and imploring me to buy a certain government-
controlled pharmaceutical company. Daily he said there was going to be big move very soon and that I’d better get 
in quick. As I’d just sold my London, flat his timing was impeccable. So, like the fool I am, I bought a load of it and 
set off for 3 weeks to Japan in the expectation of seeing England win the World Cup. 
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On my return the shares were down about 30% and my friend was no longer contactable. I quickly arranged to meet 
the company (and a few others) and made my first business trip to Jakarta. After meeting the managers of the 
pharmaceutical company, I immediately rang my broker and sold my holding. 
 
I lost 30% but I still count myself lucky. About two weeks later the company’s shares were suspended as it 
announced that it had been falsifying its accounts for the previous couple of years and rather than making money, it 
had been losing lots of it. And it wasn’t relisted for at least a year or so. 
 
This ought to have put me off the place for life. However on the same trip I met other companies trading at 2-3x 
earnings which were growing, had real businesses, but just hadn’t seen any investors for 3 or 4 years. I am glad to 
say I was able to redeploy my (albeit smaller) pile of capital while the market was still out of favour. 
 
I learnt a good lesson or two. (1) Never rely on someone else’s word but always do your own homework. (2) Do not 
invest in government-linked companies in corrupt countries. The experience turned me into a grumpy cynic and as a 
result I miss quite a lot of the more “exciting” stuff in the markets, but so be it. 
 
 
And Finally 
 
While I was in Indonesia the Jakarta Post ran a story on a policeman who was found with the equivalent of US$132 
million in his bank. Furthermore, he is apparently unlikely to be charged with any wrong-doing. His name is Labora 
Sitorus. If any of you know where he lives could you please tell me; I’d like to send him the fund’s subscription 
documents. 
 
James Hay. 
 
8th October 2013. 
 
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   70.75% 
  Annualised return  16.27% 

 
 

By Sector 
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