
Fund Overview

  Cumulative Fund Returns SGD* VS MSCI AxJ SGD(1)

  Monthly Net Returns* (%)

Jan Feb Mar Apr Jun Jul Aug Sep Oct Nov Dec Fund YTD

2019 3.8 2.5 1.8 8.3

Index(1) 6.0 2.5 2.0

2018 3.1 -1.9 -1.8 -0.9 -5.2 -0.8 0.5 -1.0 -8.1 2.0 -2.3 -16.3

2017 2.0 2.2 1.8 2.8 -0.2 0.0 -1.4 0.0 3.8 -2.1 0.4 10.2

2016 -7.7 -0.3 2.8 1.6 0.7 5.4 3.1 1.1 3.6 -1.3 0.1 11.4

2015 2.9 0.9 -0.1 5.2 -3.3 -3.9 -7.7 -0.5 3.2 -2.4 0.4 -5.5

2014 -1.0 3.8 0.8 1.7 0.5 2.8 1.0 -1.1 -1.1 0.3 -0.6 10.3

2013 7.2 2.0 2.7 2.2 -4.6 0.6 -5.4 3.4 2.6 -0.3 0.2 16.5

2012 4.1 5.3 0.7 -0.6 2.0 2.3 0.6 3.7 0.8 4.8 2.9 28.6

2011 -1.1 4.2 -2.4 1.1 1.7

76.8

(1) MSCI Asia ex-Japan SGD Index (total returns, including dividends reinvested)  

(2) Inception-to-date performance for SGD A Class and MSCI AxJ are computed from 16 September 2011, the date of Fund inception.

Statistical Analysis Fund Exposure

Risk/Return(3) Fund, net(4) Country Exposure (%) Sector Exposure (%)

Annualized Return (%) 7.8 HK/ China 34.6 Financials 32.4

Standard Deviation (%) 9.9 Singapore 23.6 Industrials 14.5

Sharpe Ratio (x) 0.59 Indonesia 7.3 Consumer Discretionary 10.7

Sortino Ratio (x) 0.97 Thailand 5.4 Communication Services 6.3

Information Ratio (x) 0.00 Vietnam 4.3 Consumer Staples 5.6

Peak to Trough (%) -20.6 Philippines 3.9 Real Estate 4.9

 (3) Since inception. Applicable to A Class shares only Taiwan 2.9 Information Technology 4.7

 (4) Net of management fees and incentive allocation Cash 17.9 ETF 2.9

Portfolio Concentration Energy 0.1

No. of holdings 37 Cash 17.9

Top 10 holdings (%) 44.1

Top 20 holdings (%) 69.6 Total Total

Index YTD

10.8

2.4

0.4

11.9

0.49

0.79

0.6 30.9

-2.8

   Inception to Date(2)
 (%)

100.0

15.3

100.0

5.5

-0.9

6.5

N/A  

-21.6

Index

7.8

  DCG Asia Value Fund

*Current year returns are unaudited. Past performance is not indicative of future results. References to the MSCI AxJ SGD index do not include

expenses that an investor may bear. The net returns of the Fund are based on published results to an original investor net of fund expenses,

management fees (1.25%) and incentive allocation (12.5%). The incentive allocation is accrued monthly although the fee is charged at year end. 

-1.4

76.4

NAV: SGD176.8 ('A' Class)
March 2019

The investment objective of the Fund is to achieve long term capital growth through investments

primarily in publicly listed and traded stocks and shares of companies in Asia ex-Japan. The Investment

Manager employs a value investing approach in managing the Fund. Using a bottom-up approach, it will

seek to identify from within the above mentioned investment universe, attractive long term investment

opportunities that the Manager reasonably believes adequately satisfy stringent selection criteria in

terms of quality and valuations.
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  DCG Asia Value Fund

Fund Details

Size (equities)(5) Top 5 Holdings (Alphabetically)
Small Cap (<US$1b) 12 Kweichow Moutai Co Ltd

Mid Cap (US$1b-$5b) 8 Oriental Watch Holdings

Large Cap (>US$5b) 14 Oversea-Chinese Banking Corp Ltd

Total 34 Ping An Insurance Group Co of China Ltd

 (5) Median market capitalization US$1,875 mil SBS Transit Ltd

 (5) Holdings exclude two bonds and one warrant

  Fund Information

Domicile Cayman Islands

Fund Administrator Portcullis Fund Administration (S)

Custodian Deutsche Bank AG, Singapore Branch

Fund Auditor Ernst & Young Solutions LLP

Legal Advisers Rajah & Tann Singapore LLP

Fiscal Year End June 30th

Terms

Minimum Initial Investment S$150,000

Minimum Subsequent Investment S$10,000

Early Redemption Feei 3% in 1st year; 2% in 2nd year; 1% in 3rd year

5% Redemption Optionii Elect annually by 30 June, valued at July-end NAV

Redemption Frequency Once a quarter at quarter-end NAV, with 1 month notice

Subscription Frequency Once a month at month-end, with 1 week notice

Management Fee / Performance Feeiii 1.25% / 12.5%
i
Retained in the Fund for Fund investors

ii
Early redemption fee will be waived

iii
Applicable only to A Class shares

Contact Information

Phone: +65 6592 5720 Fax: +65 6737 3946 Email: info@dcginvest.com

  Important Notice

This document does not constitute or form any part of any offer or invitation or other solicitation or recommendation to purchase any securities or any interests in

any investment vehicles managed or advised by DCG. Neither DCG Capital Pte. Ltd. (“DCG”) nor any officer or employee of DCG accepts any liability whatsoever for

any loss arising from any use of this publication or its contents. This document is confidential and constitutes proprietary information and may not be used other

than by the intended recipient. This document may not be reproduced, distributed or published without prior written permission from DCG. Any such reproduction,

distribution or publication could result in a violation of the law of such jurisdictions. While all the information prepared in this document is believed to be accurate,

DCG makes no representation or warranty, whether express or implied, as to the completeness, reliability or accuracy, nor can it accept responsibility for errors

appearing in the document. 

This document does not constitute any recommendation regarding any securities, futures, derivatives or other investment products. Nothing in this document

constitutes accounting, legal, regulatory, tax or other advice. Any decision to subscribe for interests in the securities or investment vehicles managed or advised by

DCG must be made solely on the basis of information contained in the respective private placement memorandum or other relevant document constituting the

same, which information may be different from the information contained in this document, and with independent analyses of your investment and financial

situation and objectives. The views expressed are opinions of DCG as of the date of this document and are subject to change based on market and other conditions.

These opinions are not intended to be a forecast of future events, a guarantee of future results or investment advice. Portfolio allocations, holdings and

characteristics are subject to change at any time.

Any statistics have been obtained from sources DCG believed to be reliable but the accuracy and completeness of the information cannot be guaranteed. All

investments involve risks, including possible loss of principal. Past performance is not indicative of future results. The information contained in this document,

including any data, projections and underlying assumptions are based upon certain assumptions, management forecasts and analysis of information available as at

the date of this document and reflects prevailing conditions and DCG’s views as of the date of this document, all of which are accordingly subject to change at any

time without notice and DCG is under no obligation to notify you of any of these changes. This document is not directed to, or intended for distribution to or use by,

any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or

use would be contrary to law or regulation or which would subject DCG to any registration or licensing requirement within such jurisdiction.

Additional information for investors in Switzerland: The Representative in Switzerland is PvB Pernet von Ballmoos AG, Bellerivestrasse 36, 8008 Zürich where the

prospectus / offering memorandum, the articles of association as well as the annual report may be obtained free of charge from the Representative. The Paying

Agent in Switzerland is Neue Helvetische Bank, Seefeldstrasse 215, 8008 Zürich. For investors who have acquired the units sold in and distributed from Switzerland,

the place of performance and the court of jurisdiction have been established at the registered office of the Representative.
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  Monthly Net Returns* (%)

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Fund YTD
Index 

YTD

2019 5.1 2.0 1.6 8.9

Index
(1) 7.3 2.1 1.7

2018 4.9 -2.7 -1.2 -1.7 -1.4 -6.9 -0.7 -0.3 -0.6 -9.4 3.0 -1.7 -17.9

2017 5.0 3.0 2.1 2.8 1.5 0.2 1.4 -1.3 -0.1 3.2 -1.2 1.2 19.0

2016 -8.1 0.9 7.2 1.9 -0.3 3.0 5.9 1.3 1.1 1.5 -4.3 -0.9 8.7

2015 -0.8 8.6 -1.2 -3.2 -5.6 -10.3 -1.3 4.8 -3.1 -0.1 -12.7

1.1

(1) MSCI Asia ex-Japan Index (total returns, including dividends reinvested)

(2) Inception-to-date performance for USD A Class and MSCI AxJ are computed from 01 Mar 2015, the date of USD A Class inception

  Monthly Net Returns* (%)

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Fund YTD
Index 

YTD

2019 4.5 1.7 1.4 7.7

Index
(1) 7.3 2.1 1.7

2018 -1.7 -1.7

5.9

(1) MSCI Asia ex-Japan Index (total returns, including dividends reinvested)

(2) Inception-to-date performance for USD S Class and MSCI AxJ are computed from 01 Dec 2018, the date of USD S Class inception

  Monthly Net Returns* (%)

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Fund YTD
Index 

YTD

2019 3.9 2.6 1.9 8.6

Index
(1) 6.0 2.5 2.0

2018 2.9 -1.7 -1.6 -0.6 -0.6 -5.1 -0.7 0.6 -1.0 -8.0 2.1 -2.2 -15.1

2017 0.0 -1.2 0.1 3.6 -1.8 0.5 1.0

-6.9

(1) MSCI Asia ex-Japan SGD Index (total returns, including dividends reinvested)  

(2) Inception-to-date performance for SGD S Class and MSCI AxJ are computed from 01 July 2017, the date of S Class inception.

*Current year returns are unaudited. Past performance is not indicative of future results. References to the MSCI AxJ index do not include expenses

that an investor may bear. The net returns of the Fund are based on published results to an original investor net of fund expenses and incentive

allocation. The incentive allocation is accrued monthly although the fee is charged at year end.

-12.7

12.0

   Inception to Date
(2)

 (%) 8.4

*Current year returns are unaudited. Past performance is not indicative of future results. References to the MSCI AxJ SGD index do not include

expenses that an investor may bear. The net returns of the Fund are based on published results to an original investor net of fund expenses and

incentive allocation. The incentive allocation is accrued monthly although the fee is charged at year end.
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NAV: SGD93.1 ('S' Class)

10.8

11.4

-2.7

   Inception to Date
(2)

 (%) 8.4

*Current year returns are unaudited. Past performance is not indicative of future results. References to the MSCI AxJ index do not include expenses

that an investor may bear. The net returns of the Fund are based on published results to an original investor net of fund expenses, management fees

(1.25%) and incentive allocation (12.5%). The incentive allocation is accrued monthly, although the fee is charged at year end.

  DCG Asia Value Fund
March 2019

NAV: USD105.9 ('S' Class)

-14.4

41.7

5.4

-13.0

   Inception to Date
(2)

 (%) 24.0

  DCG Asia Value Fund
March 2019

NAV: USD101.1 ('A' Class)

11.4

   DCG Capital Pte Ltd
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Dear Investor,         
 

Portfolio Performance and Update 

At the end of the first quarter of 2019, the Fund’s ‘A’ Class (SGD) rose 8.3% to S$176.8 per 

share vs the MSCI Asia ex Japan Index’s 10.8% and MSCI South East Asia Index’s 4.0% gain. 

During the quarter, we exited nine holdings and added six new names. The portfolio consists 

of 35 equity holdings and two bonds. The top 10 and top 20 holdings comprise 44.1% and 

69.6% of NAV, respectively while cash represents 17.9%.  

Two of the new names are discussed in this newsletter. 

The top five holdings are Kweichow Moutai, OCBC Bank, Oriental Watch, Ping An Insurance, 

and SBS Transit. Top performers include Citic Telecom, Kweichow Moutai, Ping An Insurance, 

San Miguel F&B, and SBS Transit. The major laggards are Broadway Industrial and Jardine 

Cycle & Carriage [all names listed alphabetically]. 

Outlook 

After a miserable last quarter in 2018, global financial markets rebounded strongly in the 

first quarter of 2019, closing higher across all asset classes – equities, bonds, and 

commodities. This solid performance took place amid a political and economic environment 

that stayed as fluid and uncertain as in 2018: Brexit remains a mess; Sino-US trade tensions 

are still unresolved and could be prolonged; de-nuclearisation in the Korean peninsula has 

not happened; and growth in Europe is anaemic.  The big change was investors’ perception 

as central banks U-turned on monetary policy: rate hikes are off the table. In China, 

selective fiscal stimuli further emboldened animal spirits. 

The key question for 2019 is: can ample liquidity alone sustain the equity market recovery? 

If not, clear improvements in fundamental economic indicators are required. To the extent 

each of our holdings has positive earnings drivers, we believe our portfolio can do well when 

the initial gush of liquidity ebbs. 

In 4Q2018, the price-to-book ratio (PBR) for MSCI Asia ex-Japan Index hit a low 1.32x, about 

-1 standard deviation below its long-term average. Historically, investing at these valuation 

levels has yielded solid long-term gains for value investors. The current PBR is ~1.55x. 

Separately, global index provider MSCI increased the weighting of China A-shares in its 

indices by raising the inclusion factor from 5.0% to 20.0%. This inclusion will take place in 

equal steps in May, August, and November. On completion, the weighting of China A-shares 

in the MSCI Emerging Market Index will rise to 3.3% from 0.7% currently. It will include 253 

large-cap and 168 mid-cap stocks. As China’s capital market liberalises, its A-shares will be a 

greater part of global investors’ opportunity set – a structural positive for China stocks. 

http://www.dcginvest.com/
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Vietnam Visit  

TJ spent a week in Vietnam visiting companies and his observations affirmed our long-term 

bullishness for the country. The photo above shows Vinamilk’s ultra-modern (so many 

robots inside!) production plant outside of Ho Chi Minh.   

Stock market valuations remain reasonable. At 14x 2020 earnings, Vietnam’s PER is the 

same as Singapore’s, yet its growth is far more exciting. IMF forecasts that, by 2023, 

Vietnam’s GDP in PPP terms will surpass Belgium’s and Switzerland’s – a climb of more than 

15 notches. 

This is due in large part to Vietnam’s favorable demographics, something China, Japan, 

Korea, and Singapore face as a headwind. Two-thirds of the population still reside in rural 

areas, with one-third in urban areas such as Ho Chi Minh City and Hanoi. Population growth 

remains strong and should hit 98 million by 2020. Annual GDP growth ranged from 5.0% to 

7.0% over the past two decades and we expect this to continue over the medium term. 

The recent challenges on US-China trade have driven many manufacturers – Japanese, 

Korean, and Chinese – to diversify their production bases into Indo-China. Vietnam is the 

world’s second largest exporter of smartphones. Samsung accounts for 25% of Vietnam’s 

total exports and Samsung Vietnam’s revenue is almost 30% of Vietnam’s GDP. On the other 

side of the smartphone divide, Goertek, the Chinese company that makes Apple’s Airpods, 

Photo above: Visit to Vinamilk’s modern production plant (inset: TJ in indoor outfit) 

http://www.dcginvest.com/
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and Hon Hai Precision, the firm that accounts for almost half of all Apple production, also 

took steps to significantly expand their production in Vietnam. 

This trend has benefitted Vietnam and will continue to raise domestic worker incomes and 

livelihoods. In turn, Vietnam continues to invest in infrastructure to keep attracting FDI. It 

plans to start construction of the huge Long Thanh Airport in 2020, and industrial park 

developers in both Hanoi and Ho Chi Minh are experiencing rising occupancy rates.  

Meanwhile, the cost of living in Vietnam remains very competitive and the country 

continues to be an attractive tourist destination for Westerners and the Chinese. Total 

visitor arrivals in 2018 rose 20% to 15.5 million, the fastest-growing in ASEAN. Vietnam will 

soon overtake Indonesia (Bali and Borobudur are worth a visit) as the fourth most popular 

tourism market after Thailand, Malaysia, and Singapore. 

  

Photo above: "Obama" Bun Cha set in Hanoi for 40,000 VND (S$2.33) 

P2P Lending in China  

Online peer-to-peer (P2P) lending was once touted as a way to transform finance, allowing 

less developed countries to use new technologies to advance and even leapfrog more 

advanced economies. China embraced this sector with gusto, boasting the world’s largest 

P2P lending industry. At the peak in November 2015, there were 3,500 P2P lenders, funded 

by more than 4 million individual investors. Since then, more than two-thirds of P2P lenders 

have failed. At least two multi-billion dollar Ponzi schemes masquerading as P2P lenders and 

many more smaller frauds have run off with investor funds or squandered their money on 

bad investments. China's banking regulator issued a set of restrictive rules in August 2016 

http://www.dcginvest.com/
https://www.nytimes.com/2016/02/02/business/dealbook/ezubao-china-fraud.html
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and engaged in a ‘rectification campaign’ to kick out bad actors. Yet, P2P lending continues 

unabated, growing 43% in outstanding loans in the year to end-June 2018. 

But the outlook suddenly darkened. Some 15% of operating P2P platforms have run into 

serious trouble since June 2018. Active investor numbers fell around 20% in July; 

outstanding loans plummeted for the first time since the boom began, from over RMB 1.3 

trillion in June to under RMB 1.0 trillion in July; and investors are panicking.  

LexinFintech Holdings (LX) 

The government crackdown resulted in an indiscriminate sell-off in the consumer finance 

sector and presented us an opportunity to buy LexinFintech Holdings (LX).  

On the surface, LX’s business model looks similar to other consumer finance companies. 

What differentiates it from other P2P lenders are its customer base and funding sources. 

LX lends primarily to tertiary students and new graduates. It has 32.6 million registered 

users and 9.6 million users with a credit line. Arguably, this is one of best segments of the 

population to lend to. University graduates have a bright future and are motivated to 

maintain loan repayments, ensuring a high credit rating. After all, they are likely to be 

borrowing to purchase cars and homes in the near future. The typical LX borrower is 20-40 

years old and borrows RMB 10,000 for an average period of 13 months. 

Another differentiation is LX’s diversified funding sources. Unlike ‘pure’ P2P lenders, LX has 

access to wholesale funding from banks and insurance companies which contribute some 

70% of its requirements. The other 30% is from retail investors.  This ‘access’ is likely to 

continue as micro-lending is profitable for wholesale funders, and is difficult and not cost-

effective for them to replicate. P2P lending requires a very different set of risk models and 

loan distribution channels. Ticket sizes are smaller and loan durations shorter compared to 

the usual corporate loans which the banks make. 

Over its 11 years of operation, LX has introduced innovative big data analytics and 

proprietary technologies in its business processes, particularly in customer and investor 

acquisitions, and credit scoring. Over 98% of its loans are automated and some can be 

approved in seconds. 

LX’s management has shown grit and talent in navigating the treacherous terrain in the 

industry. We expect it to be a long-term survivor even as the industry evolves and, in the 

case of China, maybe even mutate. LX fulfills all regulatory requirements and reports ROE in 

excess of 50% The stock looks very undervalued at a PER of 7.0x  

 

 

http://www.dcginvest.com/
https://piie.com/blogs/china-economic-watch/p2p-series-part-2-regulating-chinas-plethora-p2p-players
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HRnet Group 

Singapore-listed HRnet Group (HRnet), is one of the largest recruitment agencies in Asia 

Pacific ex Japan. 

Established in 1992, the company has two core businesses: Professional Recruitment and 

Flexible Staffing. The former operates in 13 cities and, in 2018, placed almost 9,500 mid-

level to senior professionals. The fee for each placement varies from 18% to 25% of first 

year remuneration. In FY2018, this business segment accounted for 66% of total gross profit. 

The Flexible Staffing business operates in Singapore, Hong Kong, Taipei, and Kuala Lumpur 

under the Recruit Express and Recruit First brands. It manages teams of temporary, contract, 

and on-call staffers on behalf of its clients. The company is dominant in this business due to 

its long-term track record, intimate relationships with top customers (average of 18 years), 

and strong balance sheet (which helps it cater to larger clients). In flexible staffing, the HR 

firm has to have the balance sheet to hire staff for its clients. HRnet has 12,200 flexible staff 

and a 22% market share in Singapore, it is not easy for competitors to build such a large 

pool of flexible staff and manage them effectively.  

Owners Peter and Adeline Sim’s strategy for the next five years is to intensify its footprint in 

North Asia, principally China. It has offices in Beijing, Shanghai, Guangzhou, Suzhou, 

Shenzhen, and Hong Kong, under the brand names REForce and Career Personnel (for 

executive recruitment) and Recruit First (for flexible staffing). The objective is to increase 

North Asia’s share of total gross profit to over 50% from 38% in 2017.  

Many of the company’s key producers are encouraged to think and behave as owners via a 

combination of deferred profit-sharing and stock ownership in the listed entity. Its 

productivity metrics are impressive: 85.75% of permanent employees are revenue-

generating and 73.8% of the sales employees achieved gross profit of 3x the payroll cost. 

Retention rates of ‘productive head count’ exceed 80%. 

HRnet’s people are its real assets. To the extent that the company’s successful formula in 

Singapore can be replicated in North Asia, HRnet’s future looks bright. 

Its balance sheet is net cash. Estimated earnings growth over the next 3-5 years is 12-15% 

with ROE ~ 15%. EV/EBITDA is ~7.0x. Dividend yield is ~3.8%. Similar businesses in Japan and 

India trade at EV/EBIDTA multiples between 10.0x and 20.0x. 
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Conclusion 

There is an old adage that in investing, time in the market is more important than timing the 

market. 

This is definitely true for Asia where in spite of the many positive structural trends, stock 

prices are susceptible to short term turbulence. For example, the MSCI Asia ex Japan Index 

climb of 170% since its low in Nov 2008, was accompanied by three declines of between 

15%-20% each. The average investor would be better off staying invested through these 

fluctuations instead of trying to time the market. Better still, the smart investor could have 

increased his exposure to the markets during periods when valuations are below average. 

As stated in Dec 2018’s newsletter, we are long term bulls on Asia, notably China, and 

believe that our portfolio of high quality businesses will do well over the long-term.  

 

Daniel Chan 

Melvin Tan 

TJ Tan 

William Toh 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This document is not intended to constitute investment advice and should not be relied upon as such. Reference 

to specific securities is not intended to be and should not be interpreted as recommendation to purchase or sell 

such securities. Past performance is not an indication of future performance.  

http://www.dcginvest.com/

