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Making the right picks

SGX NUS competition challenges students to pitch stock recommendations in fast-paced, real-world simulation of financial world

Navin Sregantan

The importance of generating an
interest in investing sparked a big
turnout for the SGX-NUS Stock
Pitch Competition.

Around 400 students were keen
to put their skills to the test by

to a panel of |udges that included
academlcs, equity research ana-

(SMU), Singapore Umvcrsuy of
chhno]ogy and Design, Yale-NUS
Colleg

lystsas
The compemnon which was held
in March, is in its sixth year and
provingincreasingly popular.
Eight pre-tertiary and tertiary
institutions took part this year, up
from seven last year. They were
broken upinto 117 teams, compared
with110 laslycar
The icipants were from
National University of Singapore
(NUS), Nanyang Technological Uni-
versity (NTU), NUS High School, An:
glo-Chinese School (Independent),

York University.
The teams were given five days to
submit a reportonar

analys:s. presemanon skllls and

“The (event) provndes the students
he

e q
answer session.
SMU'’s winning team made a
pitch for Post while

tion on a single stock. These teams
were then whittled down to eight
finalists, who were given 48 hours
toprepare a final presentation.

The process was meant to simu-
late the fast-paced, high-intensity,
real-world environment that fi-
nance professionals like invest-
ment analysts and asset managers
face every day.

The teams were judged on factors

second-placed NUS picked Com-
fortDelGro.

Third was a team from NTU, who
chose small/mid-cap medical
group Health Management Inter-
national.

The SMU team won $1,500, the
NUS team collected $700,and NTU
teamwon $300.

Singapore Exchange’s senior vice
president and head of research and

with t of pif !chmg
stocks in a competitive environ-
ment and learning key investing
concepts and techniques from
industry professionals.

“We look forward to reaching out
to awider group of students to sup-
port their aspirations to become
research professionals. Students
can sign up for research training
programmesat the SGX Academy.”

The Sunday Times talks to the
leaders of the three top teams
about their successful strategie

pitching stock

University

SMU undergraduate Chng Jia Zhi advises young investors to be humble, accept the fact that they may be wrong, focus
on developing their investment process and speak to industry veterans. PHOTO. COURTESY OF CHNG JIA ZHI

Read books on investing
to gain new perspectives

Singapore Management University
undergraduate Chng Jia Zhi was
bitten by the investing bug when
he was studying at Ngee Ann Poly-
technicin 2011

“I wanted to apply the finance
concepts | had learnt in class to
build up my savings but I quickly
developed a passion for investing.
It provides endless opportunities
forlearning,” he said.

Mr Chng, 26, a final-year under-
graduate majoring in finance, and
his teammates Wong Jia An, 24,
Joshua Ng, 27, and Cher Jia Yan, 23,
won the SGX-NUS Stock Pitch
Competition.

QHowdidyour teamarrive at the
“sell” call for Singapore Post?

A We decided to look for a com-
pany where we could build a credi-
ble thesis that was different from
what most of the market held.

Second, we needed enough infor-
mation to build on that point of
view. Singapore Post (SingPost)
met our criteria.

We found that the market may
be overestimating SingPost’s abil-
ity to benefit from the e-commerce
trend in the region and we do not
see much growth potential for it in
the near term. We see the disposal
of its e-commerce operations in
the United States, clarity over Al-
ibaba’s strategy in South-east Asia
and margin compression as poten-
tial catalysts over the next 12
months.

Our “sell” call on SingPost with a
target price of 76 cents was largely
based on valuation.

We believe that investors are pay-
ing too much for a company that
has repeatedly posted lacklustre re-
sults.

Q@ What valuation techniques did
your team use?

A We adopted a blended valuation
approach by using three valuation
methodologies. First, we used the
discounted cash flow model to
project SingPost’s future free cash-
flows and discounted them back to
the present to estimate its share
price.

Second, we used the relative
valuation method by looking at the
multiples of comparable firms to es-
timate how much investors should
be paying for SingPost shares.

Lastly, we used the sum-of-the-
parts valuation method to estimate

* SingPost’s enterprise value, by

taking into account its stakes in
other companies.

Q What didyour team learn?
A We learnt to gather information
from multiple sources to present
differentiated and contrarian
views. Through the competition,
we were reminded of the impor-
tance of presenting our views in a
clear and concise manner, so that
key points can be brought across
more effectively.

Wealso learnt to balance compet-

SAFETY MARGIN

1 will usually wait for shares to
decline on short-term pessimism
before investing, so that | cangeta
comfortable margin of safety.

b D

MRCHNG JIAZHI, on his personal
investment strategy.

ing priorities as we had to submit
the pitch deliverables under a tight
deadline while managing our

such as the depth and rigour of

products, Mr Chan Kum Kong, said:

navinsre@sph.com.sg

Mr Sean Jou and his National University of Singapore team were runners-up in the SGX-NUS Stock Pitch Competition. He
says his parents gave him the freedom and ability to invest in stocks on his own. ST PHOTO. ALPHONSUS CHERN

Can't talk price without

considering value

Call it a mixture of chance and cu-
riosity but the seeds for investing
were sown in National University

school projectsand

Q Couldyou describe your personal
investment strategy?

A As a long-term investor, | try to
look for high-quality companies
with sustainable competitive
advantages that can compound
through market cycles.

Some of the factors that I would
take note of are attractive unit
economics, strong cash-flow-
generating capabilities, capital
allocation track record, attractive
reinvestment opportunities and
significant pricing power.

That said, markets are fairly
efficient, so these high-quality
ccompanies tend to be fairly priced.

1 will usually wait for shares to
decline on short-term pessimism
before investing, so that I can geta
comfortable margin of safety.

Q What advice would you give to
young investors?

A Apart from reading annual
reports and industry reports,
reading books can also help you
gain new perspectives. Books on
investing by authors such as
Benjamin Graham, Howard Marks
and Philip Fisher serve as a good
starting point.

Speak to industry veterans who
have been investing for a long
time.

Be humble and accept the fact
that youmay be wrong.

Focus on developing your invest-
ment process, which is something
that you can have control over,
unlike market outcomes which are
outside of your control.

of Sean Jou
when he was just 13. after he en-
quired about a brokerage report
his father was reading.

“l remember ]ookmg at the

and be accretive to earnings

Q Couldyou describe your personal
i trategy?

through the of positive
cost synergies.

Q What valuation techniques did
your teamuse?

A Our primary valuation technique
was the dnscoumed cash flow with

screenand not sin-
gle thing” says Mr Jou, who recalls
that he was intrigued.

He says: “My parents have given
‘me the freedom and ability to invest
in stocks on my own, and the real-
world experience afforded to me by
themhas beeninvaluable in facilitat-
ingmy growthand development.”

Mr Jou, 22, and fellow freshmen
Marcus Tan and Bryan Zhou, both
21, and second-year student Ong
Jingheng, 22, were runners-up in
the SGX-NUS Stock Pitch Competi-
tion.

Q How did your team arrive at the
buy or sell call for ComfortDelGro?
A Marcus believed that Comfort-
DelGro was a strong buy and
pitched it to us. Our team decided
to delve deeper and our research
supported his original buy call.

First, we felt that strong popula-
tion growth and large infrastruc-
ture developments in key catch-
ment areas would act as strong tail-
winds for MRT ridership on lines
controlled by ComfortDelGro.

We also believed that the market
had overblown concerns regarding
competition from private-hire
cars, and that it had failed to price
in that the segment was likely to
have already bottomed out.

Moreover, we thought that ag-
gressive acquisitions in Australia
would cement ComfortDelGro’s
market leadership in the region

rnings be-
fore interest and taxes ratio exit
multiple method, which yielded
our target price of $3.02.

We ran bull, bear and base cases
to account for potential variability
inour operating assumptions.

Our team also used a number of
secondary valuation tech

A1 believe in the merits of funda-
mental analysis in identifying prof-
itable investment opportunities,
and use it extensively in evaluating
potential investments.

I start with analysing a com-
pany’s annual report and also
found it useful to refer to sell-side
equity research reports to pick up
on points that | would have other-
wise missed in my own analysis. [
also refer to more macroeconomic
data to see how it might affect the
company I am analysing.

If its fund Is are sound,

further validation, including dw
counted cash flow with perpetuity
growth method and yield spread
analysis, among others.

We found that our valuation
price was further validated due to
the proximity of prices derived
across those techniques, which
made us confident with our call.

QWhat didyou learn as a team
leader and what did your team
learn?

A Diversity of thought is an invalu-
able asset in any group endeavour.
In addition, mutual respect among
team members is important for di-
versity to shine through and ele-
vate the quality of analysis.

It is absolutely critical to encour-
age intellectual discussion. Deep
and constructive discussions can
materialise when there is a team
culture of feedback and question-
ing, because it motivates all mem-
bers to either vigorously defend
their positions or give it up in the
face of better ones. Our team learnt
that patience and openness are cru-
cialtosuccess.

and its valuation is compelling, |
would buy its stock. Once the price
rises enough to value it closer to
what I believe is fair, I would sell it
and deploy the cash into the next
undervalued stock I can find.

Q What advice would you give to
other young investors?

A Love the investment process be-
cause you start to ask questions
and learn not out of necessity, but
because you want to understand
the game and eventually master i

You cannot talk about price with-
out considering value. In evaluat-
ingastock, donot be enamoured of
its low price or good growth
prospects in isolation. Always con-
sider them together so that you can
identify stocks with truly
favourable risk reward profiles.

If you have conducted your re-
search properly, have the convic-
tionto execute the trade, the confi-
dence to ride through the volatility
and the humility to recognise
when the facts say you are wrong.

SEEINVEST PAGEBI3
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Mr Chua Bo Yu and his Nanyang Technological University teammates came in

third in the SGX-NUS Stock Challenge. PHOTO. COURTESY OF CHUA BO YU

Take profit and
cut losses
when necessary

The path to investing for Mr Chua

Bo Yu was born out of an interest

inthe financial markets and the de-

sire to get going during his forma-
tiveyears.

His approach was one shared by

ical Univer.

this boils down to proper commu-
nication within the team.

Given the tight deadlines that
we faced during the competition,
we leamnt that time management
is important. We had to plan and

sity teammates in the SGX-NUS
Stock Challenge — Mr Tuea Jia
Wen, 24, Ms Alethea Tan, 22, and
Mr Gareth Loh, 24.

‘The group, which started buying
stocks in recent years, mainly via
online trading platforms, was
third in the competition.

Mr Chua, 24, is in his third year
ofa double degree in accountancy
and business at Nanyang Techno-
logical University.

QHowdidyour teamarriveat the

manage our time properly
sure that we completed our deliv-
erables before we meet to discuss.
50, we learnt that it is impor-
tant to understand and leverage
the individual strengths of each
team member soas to achieve syn-
ergiesand improve our efficiency.

QCouldyou describe your personal
investment strategy?
A My strategy is to invest in blue
chips that I am familiar with that
are undervalued by the market. |
invest with a long-term view as 1

Health
Management International (HMI)?
A First, we analysed the relevant
macroeconomic trends and out-

monitor the markets.
On top of understanding a com-
pany’s fundamentals, I conduct

y

HMI operates in to determine if

there were growth opportunities.
‘We then looked at HMI's com-

mine the right entry price for a
stock.

pany such as its

youg

i iti the
market as well as its competitive

these growth drivers and derive
er returns.
Based on our analysis, we found
HMI to be well positioned and
have the capabilitiestoleverage in-

dustry tailwinds, thus arriving at
the “buy” call for HMI with signifi-
cantupside potential.

QWhat valuation techniques did
your team use?

A We used mainly the discounted
cash-flowmethod.

We also relied on market-based
valuationtechniques, such astrad-
ing comparables of HMIs listed
Asean hospital peers, to serve as a
sense_check to our discounted

AYoung investors can start by cul-
tivating a habit of keeping up with
financial news to have a better un-
derstanding of the dynamics of
the capital markets.

It also helps to put knowledge
into practice by starting on online
trading simulator platforms or
start with a small capital to get a
feel of the market and get their
handsdirty.

One last advice would be to set
your investment objectives and
rules and remain disciplined to it
and take profit or cut loss when
necessary.

Navin Sregantan

UNDERVALUED BLUE CHIPS

ca:\l’\-ﬂawdvaluzliinm - My strategyisto
e used metrics such as price- 3 i f
to-earnings and enterprise value- investin bl“‘,‘fh'l’s_
m-ca_mg‘nasbn;fme Interest . de- thatlam familiarwith
preciation and amortisation ratios
ind factored in HMTs smallcap thatare undervalued
valuation discount. by the market.

Toensure ourvaluation's robust- 1 .
ness, we conducted a scenario | NVest witha
analysis to test our assumptions.  ong-term view as|do
Al of these approaches helped ¢
reaffirmourrecommendation. MOt have the time on
QWhat didyoulearnas a team my. handslto
leam? 1t
AAsateamleader, llearnt thatitis the markets.
important to facilitate proper com-
munication within the team as it
willhelp to improve efficiency.

Lalso realised the importance of  wgcHuA|
being open to ideas and feedback  smcamentoateny

from my teammates, especially
during the initial discussion stage,
inorder toarrive at the best recom-
mendatiop.

Being the team leader is not just
about doling out work to the team.
Aleader also has to ensure coordi-
nation, consistency and coher-
ence of the workflow on top of his
own share of the work. Ultimately,

Source: The Sunday Times @ Singapore Press Holdings Limited. Permission required for reproduction



