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Focusing on value

Performance fee structure aligns with investor interests,
says Aggregate Asset Management

By GENEWIEVE Cua

HOTISANDS ol imestment funds ane
lodged for sabe 1o aceredied or sophis-
teated vestors in Singapore. Wit
is the likelihood that in less than five
years, 4 bowtique stariup with a sin
e Tuid product eould actually raiss
assets 1o exeeed 55100 million?
Aggregate Adsel Managemenl, a value investiment
firm, was set up in 2002 with less than 555 million in capi-
tal. Toduy, thanks o a stering track recond of anmanlied
double-digit returns since inception, it bossts assets under
management of S5460 million, larger than mimerous
other unit trusts
An inerlnske part of ks value proposition i ts fee stnec-
fure: Investors pay no annual management fee. Instead, &
performance fiee of 20 per cent s loded om the fund's prof-
ils, subject toa high-water mark - that i the fund fas o
excend s previoas high o be alile w charge the perfor
e fee
Aggregate was the brainchikl of fund managers Fric
Kang, Wiong Seak Fng and executive director Kevin Tok
Mr Kong and Mr Woag) wens previowshy [und mansygers at
Yeonen Capital, Professor Kishore Mahbubaoni, Lee Kuan
Yew Schoal of Public Policy dean and himsell an investon,
recently came on board as non-executive chairman and
non-executive director.
Mir Tak says the Arm set out totarget high net-waorth cli-
enis, i relitively untapped market despite the competitive
landscape o privane banks selling a plethora ol invesrimsent

Tunds “Many high net-worth clients are acomedited inves
tors, b IJ:II.'j':II.’nEﬂ Lk retail krvoestors aond ane not awane
of the bouticque fund management space. We tanget indi-
viduals, i institmtions. Thismarkee is really unserved, it's
uite & sweel spol,”

Agpregate begad with o Registersd Fund Management
Company license. By 2015, as its assets began o appoosch
S5250 million, it secured a full Capital Markets Services
license, which does not st a cap an ALM and allews it 1o
pitchits services at retail investors. However. it remiins tar-
peted at wocredited invesbors,

Annual return

S0 far, the Aggregare Value Fund (AVF] has generated a
compounded annual retum of 1124 per cent net of fees
sinoe inception. This excecds its stated target of 10 peroent
a year nel retarns aver The oog-term. This was achieved
o e Back ol volati (stamaland deviation ol 26 per cend)
lower than the MSCL AL Country Asia Pacific ox-lapan
Indlex (3 per cent ST, The 10-year SGS Rand vollarility is
abnant 2 per cent.

This refatively hover risk profile his given it an anoual
Sharpe ratio of 101 compsured 1o 046 for the MSC)LAC Asia
Pacifices-lapun indes. The Sharpe rtio |s o measune ol risk-
addjusted returm, and managers typically aspire towards a
higher Sharpe ratio.

Sanys Mr Kong: “We'ne very dear onvwhat this vehicle is
abaoas, for peaple o pul money in. togeow it ata certain rate
with a well-divessified portfolio. Thar makes peaple Tesl

wifer, Dversilication pesanlts D bower valagility soowe dediver
a consisten performance on a monihly basis; thal gives
preople alot of confidence.”

The frm believes that aretirement portiodio may be 100
per cent invested inequities over a long-term. A retiree can
withdmw up to 5 per cent 2 vear 1o fund living expenses.
This goe ainst the grain of conventional ice that
Isanids are o core holdbng loe retireament savings. To be sure,
acaveal must ba that the all-stock portialio should be able
b generate returns inexcess of the withdrmwal rane.

MrWnng:n?«."":'.-irnmtrrpl:linrhr~|w‘i|h|ir:u.\.ql| HYh-
teerm o clienits, they vhimds it sounds goaed. They can relyona
svstem 10 generare double-digit returns and they ¢ ke
il & per cent for retirement spemsding... Showly we're star-
Imgr 1o wee inwestors rely on this withdrawal system.”

As at end-September, there wene 633 stocks in the pors-
folin, compared i just over 700 at end-March. Most of the
haldirgs ane sl asd m id-caps, witha ket capitilie-
tionn of berween 5550 million and 33500 million

The process of stock selection is inldally mechankeal.
The firm ferrets out undervahied stocks, screcng compa-
nies based on metrics including price o earnings multiple,
pricetnhook mudtiple, dividend viekd wash Howe, imong
other parameters. Stocks that make # through the screens
are scored and ranked. The firm lnvests ondy in listed secu-
ritics, and thosewith at least a five -vear track record, It does
not invest in iitial public offers or pre-l PO stocks. 1t avoids
highlly indebted stocks, and does not visit companies

The sell discipline is largely & matter of judgement. A
number of factors may trigger a review ol holdings, such as
sharp price movements, corporaie cvents such as a tken-
veraffer orrights issue. Mr Tok says: “We fecus an the entry
price, IF the bary price is attrctive, hall the battle is won, In
un|Fi1)g, war may miiss he |1'u¢j| Au as long as we got in at a
good price, Uhe chanee of winning is there

“Wie don't set a target price o sell. Stock performance
oy e quibte randam. When it comes to sedling, we use our
experience io read the sitnation.”

Eveny when broad-market valuations are high. there are
unehervalbsed stocks to be discovered, cns 3 Kong, “Tn the
last three vears, we could find stocks that pald 7 per cent
dividends, with a net book value of 551, a share price of 40
cents and PE in single digit. Such stocks give us big retums
amvd litthe downside. This is whene our alpha comes from -
stocks that no o woulkl consider baoking at

“We can sl find thm vodeay. L 2007, the mun-up s due
1o & few things - wechnobogy, property amd also financial
stocks that recovered after the doldrums. The stocks we
lnok &t creep up very slowhy, Overall their valuations have
not caught up with index stocks, We still find valuations
attractive in our husting groumsd.”

There ase of course 3 mimbes of eaveats 1o the vahee
approach. While research shows that a value strategy is
likety to cutperiorm in the long mun, there may be long fal-
low periods when it underperforms. Investors will need
patience.

2017 1% a1 case in podnk. The AVF has lagged in the nine
it in endd Sepember with its return ol K0S per cent,
compared to the MSC] AC Asla Pac ex-lapan lsdex rtum
of 2239 per cemt. This is due to a surge in the vahses of tech
stocks in the index, The firm said in its third quarter news-
leguer that Tour stocks - Tenoent, Samsung Elecimnics, Ali-
bab and Taiwan Semiconductor - comprise 19 per oent of
thie Index. The everall averape valuntbon of Use four siocks
- i PE of 37 times, dividend yield of one per cent and price
ter bk murltiple of 7.4 times - is “spectacularly expensive”.
ks yesar U Bour stocks” price appreciation wiss 69 per cent,

The firm s sticking toils strvtegy, I says in ifs pewsles
ter: “Our business is i buy nndervahoed stiocks We don't
buy seocks at 50 times PE nnd hope tosell them at a PEof 100
times. We think even though one can make a ot of money
From growth investing, one can lose a ot to.. Never over-
pay fo investment. na matier how msy its prospects,
Suceessiul kng rerm investing i buying with a rmargin of
safery.” @




