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July was another month with high day to day volatility for 
equities in the region, the net result was an index decline 
of 1.2% in USD terms and an increase of 0.6% in AUD terms.  
The fund benefitted from some strong individual share price 
performances especially in Japan and a weak Australian dollar 
to rise by 2.59% in AUD terms during the month.  The fund has 
increased by 8.4% in the year to date versus a return of 5.3% for 
the benchmark index.

The markets in Taiwan (up 3.0%) and Japan (up 0.4%) were 
the only countries represented in the portfolio with positive 
returns during July, other countries fell to varying degrees; 
China -2.3%, Singapore -2.4%, Hong Kong -2.5% and South Korea 
a severe decline of 9.6%.  The South Korean market responded 
negatively to the escalating political tension with Japan. The 
Japanese government initially reacted to claims for further 
compensation payments in relation to Japan’s occupation of 
Korea from 1910 to 1945.  Japan’s position is that all claims were 
settled in 1965 when diplomatic ties were normalised and has 
taken steps to restrict exports of technology components to 
South Korea.  South Korea is heavily dependent on Japanese 
supplies of components to their technology sector, with both 
sides threatening to escalate the dispute, it provides a very 
negative short term outlook for the South Korean market in 
particular. 

For much of July there were positive signs regarding a 
resumption of trade talks between China and the United States.  
A delegation from the United States visited China towards the 
end of July, the talks resumed, some progress was achieved, 
however, another intervention by President Trump to impose 
more tariffs on Chinese goods has created a wave of negative 
sentiment for the markets to digest.

Three of our portfolio companies increased by double digit 
percentages, the strongest performance was recorded by 
Japanese semiconductor testing company Advantest up 
48.7% for the month.  Advantest released first quarter profits 
50% above consensus estimates provided by the 12 industry 
analysts providing coverage of the company.  Advantest has 
beaten analyst expectations in three of the past four quarters.  
Another semiconductor testing company in our portfolio, Tokyo 
Seimitsu increased by 11.4% and Chinese plastic pipe maker 
China Lesso increased by 15.9% following strong interim results 
bringing the year to date return to 60%.  The main areas of 
weakness in the portfolio were in South Korea with computer 
games developer Com2us down 14.4% and outdoor clothing 
maker Youngone Corporation down 10.7%, there was no specific 
news about either company, both trade on single figure P/E 
multiples and we are maintaining our positions.

We will continue to invest in Asian small companies with 
strong value, momentum and quality attributes together with 
accounting, strategy and governance standards that meet 
our requirements.  Long-term returns will be generated by 
the ability of our companies to deliver growing profits and 
dividends.  We take comfort from the portfolio P/E below 10x, 
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our companies have the scope to generate strong investment 
returns. 

Stock Review

Korean Re is the tenth largest reinsurance company globally 
and second largest reinsurance company in Asia with ambitious 
plans for growth across the world with the ultimate target to be 
a top 3 global reinsurance business.  Korean Re was founded 
in 1963 and has built a strong  platform in the South Korean 
market with market share in excess of 60%. The President & 
CEO, Jong-Gyu Won has been with the company since 1986 and 
was appointed to his current position in 2013.  

Accounting, Strategy and Governance Comments

Accounting

1 - The local associate entity of Ernst & Young (EY) audit the 
accounts, use of a big name accounting firm is a positive.

2 - Unqualified accounts over all time periods, no issues raised 
by EY.

3 - Full compliance with the South Korean accounting standards 
K-IFRS and the Insurance Business Act.

Strategy

1 - Korean Re has an ambitious long term plan called “Vision 
2050” to be global top 3 up with the likes of Berkshire Hathaway, 
Swiss Re and Munich Re. Korean Re has a dominant local market 
share in South Korea around 60% in a market that ranks as the 
seventh largest insurance in the world.  The CEO was recently 
quoted “we are confident that robust footholds are being built 
in different regions in a way that boosts our growth in the years 
ahead”.

2 - Korean Re joined Lloyds in 2015 in a special purposes 
syndicate in partnership with Beazley.  Korean Re subsequently 
took advantage of regulatory changes in Malaysia that saw the 
opening of Labuan as a financial centre opening a reinsurance 
operation in that jurisdiction in 2017 followed by Dubai in 2018 
and Switzerland this year.  We like the steady pace of expansion 
which is measured and comfortably accommodated with the 
existing balance sheet.



Governance

1 - Full compliance with the South Korean governance standards.

2 - Korean Re has three independent non-executive directors 
on the Board which is significantly better than the norm in 
South Korea. 

3 - The payout ratio of 30% has increased from 25% in the 
previous year and has scope to rise further.
  

Value, Momentum and Quality Comments

1 - Korean Re has a very strong balance sheet. In December 
2018, the rating agency AM Best reaffirmed Korean Re’s “A” 
rating based on balance sheet strength, operating performance, 
business profile and enterprise risk management.  The “A” 
rating from AM Best has been in place since 2002.  The company 
has a conservative risk based capital ratio of 211%. 

2 - Korean Re shares trade on a significant discount to the 
market in South Korea and versus the international peers at 
just 5x price to earnings and 40% of book value, the shares 
should at least double in value to reach the international 
averages.

3 - The return on equity of 4.7% is consistent with international 
reinsurance peers, the company has set a target of 9% which 
is an ambitious level that gives us comfort that they will not 
chase growth at any price.
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Portfolio Profile

Equity 98.2%
Cash 1.8%

16.5%

5.0%

9.4%

3.4%

26.4%

18.2%

6.6%

10.6%

2.1% 1.8%

Sector Allocation

Cons. Disc.
Cons Staples
Financials
Healthcare
Industrials
Info. Tech.
Materials
Real Estate
Utilities
Cash

Selection of 5 Holdings

Stock Code Exchange
Sojitz Corp. 2768 Tokyo

Simplo Technologies Co. 6121 Taiwan

Kerry Logistics Network 0636 Hong Kong

Venture Corp. VENM Singapore

China Lesso Group 2128 Hong Kong

Fund Overview

The TAMIM Fund Asia Small Companies unit class seeks to 
achieve a high real rate of return over the long-term within 
defined risk parameters acceptable to the Investment Manager 
through a diversified portfolio of Asian small and mid-cap 
shares.

Key Facts

Investment Structure: Unlisted unit trust

Minimum investment: A$100,000

Applications: Processed monthly

Redemptions: Monthly, with 30 days notice

Unit pricing frequency: Monthly

Distribution frequency: Annually

Management fee: 1.00% p.a.

Expense recovery fee: Up to 0.35%

Performance fee: 20% of performance in excess of hurdle

Hurdle: MSCI AC Asia Small & Mid Cap Index

Buy/Sell Spread: +0.30%/-0.30%

Exit fee: Nil

Single security limit: +/- 5% relative to Benchmark

Country/Sector limit: +/- 10% relative to Benchmark

Target number of holdings: 60-80

Portfolio turnover: < 30-40% p.a.

Investable universe: MSCI AC Asia Small & Mid Cap
(US$ 500m - 10bn)

Cash level (typical): 0-100% (0-5%)

Returns

1m 3m 6m 9m 1y Since 
inception

TAMIM Asia 
Small Comp. 2.59% 0.13% 5.82% 4.38% - -4.63%

MSCI AC 
Asia SMID -1.18% -2.92% 3.75% 5.02% - -4.02%

Note: Returns are quoted net of fees and assume distributions are reinvested. Past performance 
is no guarantee of future performance. MSCI AC Asia SMID refers to the MSCI AC Asia Small & 
Mid Cap Index in AUD. Inception 1 October 2018.

NAV
Buy Price Mid Price Redemption Price

AU$ $7.6525 $7.6296 $7.6068
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Regional Allocation

China/Hong Kong

Japan

Singapore

South Korea

Taiwan

Cash


