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The Asia Strategy seeks to invest in companies that operate mainly in Southeast Asia that supply goods in support of the export 
trade, capture the full return potential of manufacturing that increasingly involves automation and higher value-added goods, 
address the needs of a rising consumer class in Asia, benefit from China plus one theme, and/or generally benefit from the higher 
growth profile of the region. 
 
Market Environment: 
While the pandemic has been receding globally, it remains a dominant driver of market sentiment worldwide. There has clearly 
been a widespread, post-pandemic economic reopening, but it has been uneven in pace and scope, and prone to fits and starts. 
Generally, economic growth and equity markets have tracked the trajectory of vaccine rollouts; the U.S. has been leading the way, 
with Europe close behind and other regions trailing to varying degrees. Asia is a curious phenomenon in this regard. Spared the 
human toll of the virus because of the imposition of stringent social distancing rules and travel restrictions, the urgency to 
vaccinate has generally been lacking in the region. Asian vaccination rates badly trail those of the rest of the world. A true 
reopening in the region, therefore, may be deferred. The notable exception is Singapore, which is a standout on the vaccination 
front.  It is expected that 75% of the population will be fully vaccinated possibly as early as the third quarter. This should be 
hugely stimulative to Singapore’s economy. Markets in Asia, while varied, have been generally positive in the first half of the 
year but tepid in comparison to those of the other regions including the U.S. and Europe. This may change as vaccinations there 
approach the levels of other parts of the world. We expect Asia to accelerate its march toward herd immunity in the coming 
months. Against this backdrop and given continuing accommodative monetary and fiscal policy across Asia, we believe that it is 
a good time to be invested there. 
  
Contributors and Detractors: 
Taiwanese equities currently account for one of the largest weights of the portfolio. This was advantageous during the second 
quarter as the country was a standout performer. On a stock-specific basis, Hana Microelectronics (circuit boards – Thailand) and 
L’Occitane (makeup and skin care – headquartered in Luxembourg and listed in Hong Kong) were the largest contributors to 
overall performance. PT Pakuwon Jati (real estate – Indonesia) and Bangkok Bank (Thailand) were the largest detractors as 
cyclical sectors tended to lag during the period. 
 
Portfolio Activity: 
We continued to bring down cash levels during the quarter. We initiated new positions in Starhill Global REIT (office and retail 
– Singapore) and Suntec REIT (mainly office - Singapore). Both were hit hard during the pandemic.  However, with Singapore 
well positioned for a sustainable, post-pandemic recovery, we believe that given the roughly 5% yield on a quality portfolio of 
properties, there could be a significant upside to the shares. We also initiated a position in Taiwan Cement which is a high yielding, 
low growth company that should enjoy a relatively stable period the next few years given a stimulus aided, robust post Covid 
economic recovery. The company has a significant China presence particularly in Guangdong and Guangxi, which may see 
healthy demand growth over the next three to four years, driven by big ticket, infrastructure initiatives. 
 
Outlook and Positioning: 
In the last quarter, we noted that the demand for Asian manufactured goods would rise because of the economic reopening, 
particularly in the U.S. Exporters have generally been the main beneficiaries of the robust U.S. recovery. The shares of our 
exporters have generally performed well. The next wave of growth in the region may be domestic in nature. Hotels, shopping 
malls, convenience stores, and even commercial office space are all of interest to us. There is a pan Asian dimension to the “return 
of the consumer” story; however, we have a particular interest in Singapore as we expect a quickening pace of recovery there due 
to its successful vaccination rollout. Additionally, Singapore has very much become the anti-Hong Kong play. As Hong Kong’s 
luster as a great international city dims because of China’s crackdown, we believe Singapore stands to benefit commercially as a 
preferred destination for tourists and companies. What may be Hong Kong’s loss, may be Singapore’s gain. Along with the 
potential for ongoing mini outbreaks of the pandemic, we feel commodity price inflation represents the greatest risk to Asian 
markets in the coming months.  
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