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Me&MyMoney

Investor’s must-read: Dai

Where others see bad
news, analyst
Terence Chua looks
for opportunities

Rachael Boon

Waking up at the crack of dawn to
devour the day’s news is a must for
his young investor.

metimes [ wake up at Sam. |
read a lot in the morning, such as
the local and business newspapers.
They are not always the best source
but it helps you understand what's
happeningaround the world.

“Idon't enjoy reading brokers're-
ports. Instead, | read the newspa-

vers, and spot issues where oppor-
tunities could potentially be,” Mr
Terence Chua, 28, says.

Mr Chua, who is an equity invest
ment analyst at an institutional
fund investment house, believes
the way to get to the heart of the fi
nancial markets and investing is
through reading, and there's no
short cut

He also follows specific authors
or writers from whom he gleans in-
sights - such as Mr James Kynge,
the Financial Times' (FT) emerging
markets editor. “He has unique in
sight into the emerging markets sol
getalerts wheneverhe writes some-
thing. 1 also follow James Mackin-
tosh, who's now at the Wall Street
Journal and used to be at FT. Focus-
ing on key authors cuts short the
material | have toread.”

Gathering knowledge in this way
has helped Mr Chua connect the
dots and identify investing opportu-
es in certain sectors, through

:
themes suchas geopoliticalissues.
Take, for example tensions n the
Mlddlt East or over the Soutl
.

ety e thel need 1o
beefup defence, which has a trick
le-down effect on firms in and sur
rounding the defence sector.

“For instance, United States
weapons manufacturer Raytheon
also does cyber security, which [
like as cyber threats are growing.
1ts stilla small part of the business
but it’s growing, and is a simple
business model - growing on new
business or recurring mainte-
nance.

“I read widely to stay abreast of
world events, and make adjust-
ments to my portfolio, positioning
itfor the future.”

QMoneywise, what were your
growing-up years like?

AMoney was hardto come by, and 1
had to save very hard to buy the
things I wanted. My younger broth-
er, alaw student at Singapore Man.
agement University (SMU), and 1
did not have the privilege of getting
toys we wanted without saving up
forthem.

QHowdid youget interested in
investing?
Althas been culivated since I was

Worst and best bets

QWhat has been your biggest
investing mistake?

AGetting caught up by hype, lev-
eraging and ignoring valuations.
In September 2014, when Aliba-
ba listed on the New York Stock
Exchange, I found myself caught
upin the hype of investing in the
largest lsting in the history of

e first day of the listing, |
bought and made money on the
sale of the shares. This spurred
me on to buy more of the shares

never short stocks.

QWhathas been your best
investment move?

AOne of the core holdings in my
portfolio s Raytheon, amajor de-
fence firm, with core manufactur-
ing concentrations in weapons
andmilitary.

1 had accumulated stocks of
the company about three years
ago. Increasing geopolitical ten-
sions in the Middle East and
South China Sea led me to think

as they continued to climb. 1 also

about portfo-
liofor what seemed tobe inevita-

1 kept buying and selling, but
buying the stock at a higher
price,as | thought it would never
drop. But from the peak of
US$120, it went down to about
US$58. I'd use leverage and
there’sa cost for usingit, so had
tocut my losses.

‘The correction of the shares by
nearly 50 per cent last year
meant [ lost more than 70 per
cent of my investment in the
company - about $5,500.

This taught me to never get
caught up in the hype of buyinga

when it’s too hot. I also

bleand k Thought
defence stocks to hedge the risks
insuchan environment.

The sector was trading at rela-
tively low valuations, as the US
was slashingits defence expendi-
ture, owing to enormous fiscal
debt then.

After my first year of investing, |
gave up chasing capital apprecia-
tion, where there'savariability.

There’s more workinvolved, com-
pared with seeking instruments
that just grow earnings and divi-
dends over time,

Mr Chua reads newspapers avidly to keep abreast of what's happening around the world. Gathering knowledge this way enables him to join the dots and spot investment opportunities. ST PHOTO: DON CHI

QWhatdoes money mean toyou?
A Money buys me financial free-
dom, which is being free of debt
and having the freedom to pursue
whatever [want to do,
Inever touch my principalinvest-
1

investment trusts hecausc of an
in-built annual rental escalation
clause.

QWhat'sinyour portfolio?
Alallocate the bulk of my wealth -
its about $50,000 to $70,000
about ent to equities, with
more than half of this n US equk-
ties, a third in Hong Kong equities
and the rest in Singapore equities.

mentsand sp ;
save almost 60 per cent of my
salary.

ry
Travelling and reading are my
two greatest weaknesses, and |
hope to pursue both when | am no
longer caught upin the ratrace.

QWhat's the most extravagant thing

youhavedone?

A Travelling around Europe during
n SMU exc ange progrmme,

Companies witha track record of
generating strong free cash flow
and growing dividends will always
find a place in my portfolio - such
as Church and Dwight, Becton
Dickinson and C Raytheon
which hold sigificant weight in
my portfoli

1 allnmle about 20 per cent to

| managed to the
stock at about 12 to 13 times the
price-earnings ratio. It has rerat-
ed to about 18 to 21 times today.
Dividends have also increased
every year since | bought it. I'm
upmore than 50 per centin terms
of capital appreciation alone. I
continue to hold it and accumu-

, all in
hlghr)neldddx from emergingmar-
kets, whichare junk bonds.

1also hold about a small portion
inETFs. Ido thiswhen I donot have
exposure to the country’s equities
but want equity exposure to the
country. 1am currently overweight
on Asean with exposure to Indone-

‘The rest are in alternative invest-

achild. I've alway learnt the of never la sia, Mal dthe Philippines.
iavest n things Iike o currency  leveraging for returns as this can
be a doubl Tlalso

ertold me that these will appreciate
invalue the longer I kept them.

0ok an even greater interest in
investing while reading economics
for the Alevels, as the global finan
cial erisis in 2008 happened.

1 started in 2009, just after the A
levels, when there was news like
prices spiking to US$140, and | was
captivated

Q Describe your investing strategy.
AThe key mandate when | build my
portfolio is income growth. This
means selecting companies with
ddivi-

flowsat reasonable valuations, capi-
tal appreciation will take care of it
self.1 know friends who pursue on-

peer-to-peer (P2P) lending plat
forms, providing loans to small and
medium-sized Leneizenes “The risk

ly capital app , nothing
wrongwith that

1 invest in anything that makes
money for me - equities, bonds, ex-
change-traded funds (ETFs), mutu
al funds and alternative invest
ments. ETFs are when I want
low-cost exposure to certain mar-
kets but am unsure of the quality of

dends in the long run, different
from choosing firms with stable
and stagnant dividends, like telcos
orutilities firms.

The second mandate is capital
protection. 1 seek firms with a
sound business model at reasona-
blevaluations, protecting my down-
side from the investment

The thing I'm least concerned
about

1 haven't found an ideal strategy,
and regularly review my portfolio.
Forinstance, I used to not put more
than 20 per cent in one stock a few
years ago. Now I limit that to not
‘more than 10 per cent, no matter
how bullish [am.

Don't limit your portfolio expo-
sure to a certain asset class. There

ed by the returns, o my own due
diligence on the firms | invest in on
those platforms, and the invest-
ments have had mid-teen returns
todate.

When 1 invest in companies, |
place a strong emphasis on their
ability to generate free cash flow,
not theirability to make revenue.

1t's important as this is the cash
that the company makes fromits op-
erations after accounting for capi-
tal expenditure spendingand work-
ing capital requirements. The cash
can then be paid out as dividendsto
shareholders.

Most importantly, they should
have the potential to increase divi-

are as

you
buy a sound ok quality cash

This is why 1 even invest on

dend payouts over time. More than
85 per cent of my equities are in
firmsthat pay dividends.

ments like my P2P investments,

which I took from MoolahSense,

that tied up with DBS Bank, which |
it !

Spendingthe ke was painful.

QWhat are your immediate
investment plans?

Alam currently spending time ona
few out-of-favour sectors in the Chi-
na and Hong Kong markets, with
moreattention spent on the energy
sector.

Tam also spending my time look
ing at some of the small and
mid-cap names in Singapore, be-
cause there’s home ground advan-
tage and no currency risk as I'm
here, so I'm trying to increase the
exposurealittle bit.

One that I've invested in is estate
maintenance firm ISOTeam, that
listed three years ago on the Catal-
ist board. In Singapore, there’s a
rule that building facades require

ly newspapers
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Whenlinvestin
companies, | placea
strong emphasison
theirability to
generate free cash
flow, not their ability

Ithas such.

“The loans are typically for 12- to
18-month periods,an acceptable du-
ration for my risk appetite for the
credit risk] take on.

1£ 1 buy an Aspial bond today,
which1have, Icansellitinasecond-
ary market, but with MoolahSense,
it'slocked in for the d Ifthe

firm defaults, Ilose my investment.
I started P2P investing in June,
and have put, for instance, $1,000
in a firm called iFusion. Every
month, | am paid interest of 18 per

tomaker

Itw tomeetun-
fulfilled orders, and I like deals like
that.

1lso hold cash to take advantage
of any opportunities that may
comeby.

1get about $100 to $120 on aver-
age each month from my invest-
ments, and it was only this year
that | reached this target. It takes
time and hard work before you see
the results you want.

bids for government contracts and - F @ cash flow
holds a market share of about 30 generatmn is
percent : :
I the medium term, I hope toin- - IMportantasthisis
crease my monthly passive income - the cash that the
500 h.,
S0 RO company makes from
itsoperations after
retirement? N o
Alt'sabout i forcapital
of holdings in msh quality compa- - expenditure spending
nies that pay dividends that com-
poundover time. and working capital
build the ey The
uild the recurring income | get
from dividends and interests, and cash can then be paid
T'm looking to increase the amount | oyt as dividends to
overtime.
shareholders.

QHome s now...

A 1 live with my family in a
four-room Housing Board flat in
the central areaof Singapore.

b

MRTERENCE CHUA, o what he looks for




