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The past month has seen a ten-fold increase in the official 
number of Covid-19 cases as the pandemic gathered pace 
around the globe putting extreme downward pressure on all 
equity markets.  Asian small to mid-sized equities fell during 
March by 11.4% in US dollar terms and 6.6% in Australian dollar 
terms.  There were bouts of extreme volatility and record 
breaking price moves in both positive and negative directions 
at various points during the month.  

The extremes of performance by countries across the region 
were marked by the best being Japan down 6.5% and the worst 
India down 31.9%.  Of the other markets in our investment 
universe only China managed to restrict losses to a single 
figure percentage, down 9.4%, Korea fell 10.6% and the 
remaining markets in our region, Singapore, Hong Kong and 
Taiwan all fell by more than 15%.  The Asian region excluding 
Japan fell 17.1% during March and 24.5% in the year to date, 
while Japan small to mid-sized stocks have fallen 19.7% in the 
year to date.  The most extreme country decline in the year to 
date occurred in Indonesia with a fall of 51.8%.  We maintain a 
zero weighting in Indonesia since there are no companies that 
meet our standards for governance and quality in that country.

With widespread social distancing and lockdowns imposed in 
response to the Covid-19 pandemic there will be considerable 
disruption to global economic activity and a short-term 
decline in corporate profits.  Small to mid-sized companies in 
the region started the month of March on a p/e of 13.1x, that 
multiple will expand in short-term as profits are disrupted.  
This is a time for investors to be patient and to direct their 
thinking towards the long-term.  Short-term disruption to 
corporate profits will not have a significant impact on the 
long-term equity market returns.  In this environment we are 
keeping portfolio transactions to a minimum, our trades in 
March were executed only in response to client subscriptions 
and redemptions.   

During March we received an important reminder that 
dividends are an important component of returns with 30 of 
our 34 companies in Japan trading ex-dividend towards the 
end of the month.  Many of our companies in Japan maintain 
balance sheets with zero debt and strong balances of cash.  The 
corporate sector in Japan has net cash balances in excess of 
USD 6 trillion and this is a moment in time when a conservative 
approach to business management is a positive.  The UK 
listed banks have been directed by the regulator to cancel 
all dividends including those previously announced and due 
for payment in the next month. Dividend cancellation is very 
unlikely among the cash positive corporate sector in Japan.  
Investors are likely to have long memories when it comes to 
companies that did and didn’t maintain their dividends during 
this period.

There was a significant event early in March that went largely 
unnoticed by the markets, the United States stepped up their 
support for Taiwan with the TAIPEI Act, officially known as 
the Taiwan Allied International Protection and Enhancement 
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Initiative Act which was passed by the House with unanimous 
support and signed into law by President Trump.  Under 
pressure from China, Taiwan has lost diplomatic support from 
eight countries in the past five years and remains excluded 
from the World Health Organisation.  The TAIPEI Act is an 
attempt to support Taiwan in strengthening their alliances 
around the world.  The United States officially respects the 
“One-China Principle” and has diplomatic relations with the 
People’s Republic of China not Taiwan, so this Act is little more 
than a reminder to China that the United States is watching 
China’s treatment of Taiwan.  The TAIPEI Act is likely to be the 
cause of some friction when the trade negotiations between 
the United States and China resume.
 
In a month with the majority of our companies falling in value it 
was pleasing to see some rational market responses to positive 
news, in particular our holding in retail pharmacy chain Sugi 
Holdings increased by 12.9% following news that their same 
store sales had increased by 21.0% year on year. Sugi Holdings 
has a policy of announcing their revenue numbers on a monthly 
basis which is very helpful for investors.  We were also pleased 
to see our recent acquisition of snack foods maker Calbee Inc. 
in Japan increase by 5.7% during the month.  During March 
Calbee Inc. announced two positive events: their agreement 
with the Task Force on Climate Related Financial Disclosures 
and becoming a member of the Roundtable on Sustainable 
Palm Oil.  These steps to improve accounting standards and 
governance were taken positively by investors.
 
We will continue to invest in Asian small to mid-sized 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.  
 

Stock Review

Calbee, Inc. is a Japan-based company mainly engaged in 
the manufacture and sale of snack confectionary, bakery and 
cereal food products.  Calbee Inc. was established in 1949 as 
Matsuo Food Processing. The Calbee name was adopted in 
1955 as a portmanteau of “calcium” and “vitamin B1”.  In 2009 
Calbee entered into a business alliance with PepsiCo Inc. with 
PepsiCo taking a 20% equity stake in the Calbee business.  
Calbee has number one market share in each of their business 
segments in Japan, the market share for potato based snacks 
is 76%, flour based snacks 57%, corn based snacks 24% and 
cereal products 38%.
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Governance
 
1 - Calbee has five independent directors on the Board 
comprising eight directors.  Directors are appointed for a term 
of one year (reduced from four years) and the Board meets 
thirteen times per annum.  The Board conducts an annual 
survey of director effectiveness.  Calbee has two female 
directors on the Board and a target of 30% female managers in 
the business as a whole by 2022.

2 - Calbee is fully compliant with the governance regulations in 
Japan.  In February 2020 Calbee joined the task force on climate 
related financial disclosures.  In January 2020 Calbee joined 
the roundtable on sustainable palm oil. At the 2019 AGM 87% of 
total votes were exercised which is well above the average level 
of 70% typically recorded in Japan.

3 - The dividend payout ratio has increased during the past 
decade from 23% to the current level of 33%.  There is scope for 
further increases in the dividend payout ratio.  The long term 
business plan indicates a target payout ratio of 40%.

Value, Momentum and Quality Comments

1 - In the period since 2015, revenue growth in the mature 
domestic snacks business has been 2.3% per annum, much 
stronger growth has been achieved in the cereals business at 
9.9% per annum and the international segment has achieved 
growth of 15.9% per annum.  In the most recent results covering 
nine months to 31st December 2019, revenue increased 2.7%, 

Accounting, Strategy and Governance Comments

Accounting
 
1 - The Audit & Supervisory Board has three members, all 
are external to the business. The Audit & Supervisory Board 
meets fourteen times per annum and members serve a term 
of four years.

2 - Calbee pays a full corporate tax rate in excess of 30%.

3 - Calbee publishes earnings on a quarterly basis, updating 
full year earnings per share and dividend per share forecasts 
with each set of results.  Calbee publishes a medium term 
business plan which sets out strategic objectives for the 
business.  The Calbee accounts are compliant with relevant 
local and international accounting standards.

Strategy
 
1 - Calbee has three key strategic goals; expanding their 
international footprint, developing new products and 
improving production efficiency.  Calbee has number one 
market share in all areas of their domestic business which 
limits opportunities to grow in Japan. Calbee has key 
international target markets as follows: United States, Greater 
China, United Kingdom and Indonesia.  The current ratio of 
international sales is 16.3% and that is expected to increase 
to 25% by the year 2024 in the medium term business plan. 
The longer term target is 40% international sales by the year 
2030.

2 - Calbee has indicated that in the period 2020 to 2024, 
JPY 60 billion will be invested in the existing business and 
JPY 80 billion in new business areas and acquisitions.  New 
investments are required to beat the cost of capital.  Calbee 
has executed two small acquisitions in the past six months, 
Warnock Food Products in the United States and Potato 
Kaitsuka Co. in Japan.  Warnock is a bean based snack 
foods business established in 1986, while Potato Kaitsuko 
specializes in products based on sweet potatoes as a main 
ingredient.  Calbee expects to be able to access the Warnock 
supply chain in the United States for their potato based 
products.  Calbee is the largest buyer of potatoes in Japan, 
more than 300,000 tons annually and the logistics expertise 
they have developed in that area can be applied to Kaitsuko’s 
purchases of sweet potatoes.

3 - The business alliance with PepsiCo Inc. hasn’t been 
developed to the optimal level that Calbee believe can be 
achieved.  In particular the management of Calbee believe 
there is scope to utilize the PepsiCo sales platform in the key 
target growth markets of the United States, United Kingdom, 
Greater China and Indonesia.

4 - Calbee has a target to reduce greenhouse gases by 30% 
and food losses by 20% in the long term business plan to 
2030.  Calbee is reducing salt and increasing the nutritional 
content of their snacks to comply with customer demand for 
healthier products.

Source:  Calbee Inc. Annual Report 2019
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.operating profit increased 7.0% and the dividend forecast was 
raised from JPY 48 to 50 per share.

2 - Return on equity of 11% has scope to improve in the next few 
years.  The company has a relatively modest target level of 12% 
for return on equity which will underpin future improvements 
in our score for quality.  

3 - There are just nine analysts covering the stock with target 
upside of as much as 35% for the shares. Earnings forecasts for 
2021 have remained broadly flat in the past twelve months at 
JPY 144 per share an increase of 7.4% over the 2020 level.
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Source: Market Screener
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Portfolio Profile

Equity 93.6%
Cash 6.4%

Regional Allocation

15.98%

53.81%

11.00%

5.81%

6.99%
6.42%

China/HK

Japan

Taiwan

Korea

Singapore

Cash

Sector Allocation

3.47%
9.15%

7.69%

7.63%

5.93%

21.46%

20.63%

6.31%

8.71%

2.61%
6.42% Communications Services

Consumer Discretionary

Consumer Staples

Financials

Health Care

Industrials

Information Technology

Materials

Real Estate

Utilities

Cash

Selection of 5 Holdings

Stock Code Country
China Lesso Group Holdings Ltd 2128.HK China/HK

Sawai Pharmaceutical Co. 4555.T Japan

Simplo Technology Co. Ltd 6121.TWO Taiwan

Advantest Corp. 6857.T Japan

Sheng Siong Group Ltd OV8.SI Singapore

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 p.a.

TAMIM Asia 
Small Comp. -5.46% -9.95% -3.60% 0.36% -0.47% -4.52%

MSCI AC 
Asia SMID -6.63% -10.23% -7.04% -4.10% -4.61% -4.70%

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$ $7.4865 $7.4641 $7.4417

Note: Returns are quoted net of fees. Past performance is no guarantee of future performance.
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