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Civil servant Chan Choon Yuan says analysing a company’s balance sheet is crucial to investing wisely. PHOTO: DON WONG FOR THE STRAITS TIMES

His only regret?
Not learning to
Invest sooner

Civil servant started investing at 22, with $50k from NS and temp jobs

part of it was achieved through
self-study.

“When you study more about fi-
nance, business and the economy,
you learn that every sector is
cyclical, except for utilities and

that’s when I learnt that I prefer
fundamental analysis.”

Italso allows him to sleep soundly
at night as he is certain of the rea-
sons behind his stock selections.

His onlyregretis not having start-
ed investing at an even younger
age, giving himself more time to
learn from his mistakes.

He cites the Rule of 72 — known as
such in finance because at 10 per
cent interest, money would double
every 7.2 years. It helps you work
out when your money will double at
a given interest rate, assuming the
interestis compounded.

“If I have a 4 per cent return, my
money will double in 28 years. I'll
have a longer timeframe to learn
from my mistakes, make sure not to
repeat them and enjoy my returns
foralonger period.”

Q Moneywise, what were your
growing-up years like?

AT've always been frugal and saved
a lot of my pocket money. I save
about 70 per cent to 80 per cent of
my pay cheque, and spend on food
and transport.

I also used to be in a recreational
running group called SMU Run. I
prefer recreational running as it
doesn’t cost a thing.

spect to when the firm’s bonds ma-
ture.

For companies in troubled indus-
tries, I find out the liquidation
worth of the company’s assets.

Sometimes, [ invest in companies
without much analysis, but these
are special situations.

Once I determine that a company
has merits, I will use simple techni-
cal analysis to determine a good
time to enter, such as a relative
strengthindex below 30.

First, I look at macroeconomic
factors, then choose the industry,
and look at the alpha stocks or the
better companies there.

On the balance sheet, I study the
notes on the liabilities, how much

“interest the firm has to pay, when

the bonds mature, and how the
loansare structured.

For one of my earlier invest-
ments, [ looked at the assets and re-
alised they were quite conservative
in their valuation. If the companies
were to realise the assets, I knew it
couldreap gains.

After looking at the balance
sheet, I compare the assets’ values
with the cash flow - and project
whether the cash flow can meet
the liabilities that are maturing.

Especially in times of crisis, I ask
myself if the company [ am invest-
ing in will be able to stay solvent
three years from now, based on
what I see on the balance sheet.
When it comes to forecasting num-
bers, I use qualitative factors.

Q What’s inyour portfolio?
A About 45 per cent is in five stocks
now, 15 per cent in P2P

.(peer-to-peer) investments, and

therestin cash and short-term cash
equivalents. The total net worth is
about $250,000 which fluctuates
because of the stocks.

My one-year returns are about a
negative 25 per cent because of my
holdings in Penguin and Ezion,
which are affected by the current
oilcrisis.

But my five-year returns are
about 21 per cent, or a 4 per cent
compounded annual growth rate,
boosted by lucky investments such
as Valuetronics, Global Invacom,
SuperBowl Holdings and KSH.

I also hold stocks in steel special-
ist TT] Holdings. I'd invested in it af-
ter graduation. It isa good company
in terms of management, cash
flow-generating ability and its bal-
ance sheet. For Penguin Holdings,
an offshore support company, the
balance sheet was strong.

I'm just trying out P2P invest-
ments. An Epicentre Holdings
bond makes up one of the biggest
portion of my P2P investments so
far. It gives an annual return of
about 7 per cent to 8 per cent. I've
another seven months left and
hope there will be no defaults. Asa
bond-holder, the balance sheet is
the most important.

Q What’s the most extravagant thing
you have done?

A That will be an upcoming trip in
three months’ time to Iceland and
Norway for about $4,000. I am
splurging on the trip as my friend
says it will be our last chance to see
the aurora borealis (Northern
Lights) before the phenomenon
startsacyclical fade.

Q How are you planning for
retirement?

A My target now is $2 million. Since
I'm actively investing, I have term
insurance. I'm covered under a
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CIVIL SERVANT CHAN CHOON YUAN,
on hisinvesting strategy

my cornerstones. I analyse the bal-
ance sheet, project the operating
cash flow of the business, and
check liquidity conditions with re-
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A A Housing Board flat in Pasir Ris
with my parents.
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