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eim’s star rise:

Decade-old boutique fund house becomes key feature of Singapore’s fund management landscape

| 8¥ BEN PAUL |

' Tan Chisag Koy 12 insiantly rec-

apnised at the L Aigle d'Or restaw

rant, The founder and chief execu

tive-of the Pheim Asael Manage-

ment group mects business asso
viares ard clients 21 ihe pesh eatery locatad
lirectly pppodite his Duston Roacl effices of-
ten amangh that irg seafl knoav exactly whag
he wants even before ke asks for it

Buat Tan's reputation as a sayvyy invesiar
has spread much farther afield than the wood
o his culinary preferences. 1n the nine years
1hat It has been in businsss, Phedim hag buaile
gt a formidable performance record on the
Back of Tan= dastine siock: ekl =kills and
keen sense«0 markes rimmg. And, with the
p-'.jmrnp-lllng regional stock markets have
taker sinee the 1997 financial crisia, many big-
name, global investment howss have scaled
Bk theic presence in Soulhess) Asia, leay-
Ing hamme-grown boutiques like Pheim with a
much higher profile. For Tan, this represeria
& window af eppenundty (o snare mare cli-
enie xnd grab a larges chunk of the fund man-
agement marieet. "1 hanve mol evin slared vet,”
he says confidently. Il you are talking about
Aspan funds, we are undosbredly one of the
hest far the last Bve years. We will #1az1 1o
make it known o tha public, and 1 belivee
people will be interested,”

For the mament, what has caught the ag-
wntion of casual chservers s Tan™s nse as
aemething af a mover and shaker in the k-
cal stock market. Qwer the last couple of
year, his name and that of his firm have re-
peatedly cropped up as big suhscrihers in
several inirtal public offerings, ar tmes walk-
ing away wills as much as 10 per ceat of Uhe
shares on offer. That's made Pheim's offices
and Tan's regular 1able at the L'Adghe d'Or
impurtant pors af call for PO promolers
when it comes to pricing an issae., *If we are
not inferested because the price (3 toa high.
chances are that other people wen't be in-
ierested either,” says Tan. "We have 3 good
sense [of prcing] becais Wi see Almost
every company,”

The inflwence that Tan appasently wiclds
ielies the size of the fapds that he oversees.
Phelm manages almast UE§A00 million in 0-
tal gut of ils Singapose aml Kuala Lumpus of-
fless, ‘While that's no small sum, it doesn't
compare (o the billions that the largest instl-
wdians have toivest, Bul what sets Tan apan
i his perchant for Investng In small but
;!rornising compardes, &specially when the
price is right. That's made him a godsend to
recent pubHe listing aspiranis — mosg of
which hawve heen relaively small companies
— at atime when big institutional investors
were paylng Hitke attention. “In Singapore, if
v want i list a gmall ey, chances ane you
wiH come and s2e 1 first becmzse of ooy regu-
lation,” says Tan.

Tan's interess in small-cap companies is
ool newisund. "AR my life "ve liked soall-
and medium-sized companies,” sayvs the 53
rear-obd fund manager. "It's more difficult in

Tan: AN my Fa v lked omall- and madium-simod companies

that you have 1w do a log mare worke. But 1
always gt excited by a company that issmall
ani growing and which iz gring ta do as well
is the gianis,” In fact, Tan has carved out an
impressive track record in this field. 1o the
early 19908, when he was director of portio-
| Amvestment at Tohn Govett, twe smalk-cap
fundg that be supervised — the Malaysian

ing Companies fund and the Singapare
Sesdaq fund — wopped their performance
league tahles. And, wihen he siruck oot on his
man i 1994 and sef up Pheim, his heavy ex.
posure to Malaysia's relatvely undiscovenand
Second Board paid off handsomely when they
roared to e the following year. Today, Tan
&3y rhat abaut Balf his funds are [nvedted in
small-cap stocks and his best performens each
year tend 1o come from that category.

Small-cap saviour?
With same of the IPOs in Singapore launched
during perieds of widespread invesior apathy
im the Fast fowe years, Pheim often T linde
competition for the skares and swung for the
[Eaices o e Eswes 1L 1howglii woulkl be win-
s, Qe af the companies it invested in beaw
Iy was warer wreatment firm Hyfus which
laumchesd - its 100 In @arky 2001 “They argi-
mally wanted 1o Wzt at a B/E [price-earnings|
of 12 times,” says Tan. "But after some bar-
gaining they were quilte realisilc and lsted a
eight times, which | thaught was wery reason-
able even though b was slighily higher than
same of the IP0s at the time.™

Convinced that the buslness had good
growtl poteatial apd thal the company sss-
fied his investment eriteria of “strong cash

fows, low gearing and focused
management”, Tan bought as
much af it glock ag he cowld.
"We toak just below 5.0 per cert
[of the company at IP0], then
after it was listed, we swenl and
increased our stale to cver 2.0
per cent by buying in the mar-
het,™ he says. " We had a strong
hlied that it was a2 company that
peoipte woubd ke, He was right,
From its IPO price of 550.32,
Hyfhux topped out at 350076 by
the end of 2001 and contributed
strongly o Pleim’s performance
that year, [t has climbed even
furtlser since and is oo rad fiog
al 851,28,

Similarty, Tan picked up large
chunks of severad ether [P0z that
he thought were ariractive.
Among them Were cusiamized
software cornpiny Axis Systems,
after-sales service companty Ac-
card Custoaner Care Sohstions,
dightal video sunveillance firm
Multivision and computer net-
work solutions provider DMX
Technologies.

Fhetm's fascination with the
many smalk-cap gocks lised on
the Singapore Exclange must be
heanening for some commenta-
tors whio Bave publicly msed about the pos-
aibility that prefessional inveslars ane giving
Singapore a miss because of the apparent lack
aof heavywelght Ustings on the exchange. De-
spile attracling several foreign hstings over the
last few years — mainly from Hong Kong and
China — few of them hawe begn the sort of
companies that would altract the interest af
hig institutional imvestars, they say. “IF you
are @ small company, you must also approach
a fund manager who is small, ™ says Tan. “IC1
am a big fund manager, | wouldn't be inter
cated in o small company becauss it repre-
semts such a small percentage of my fand,”

But Tan doesn’t eee himself as some kind
of saviowr of Singapere’s unboved small-cap
atocks, Far frem it, For stasters, nat all small-
cap =ocks in Singapore and around Asia meel
his stringen! invesiment criteria, and be has
Eiven many recent IP0Ds a miss. Mogeover,
when he does irvest in 2 company = big o
small = he reckons that his typical holding
period Es spmewhere berween ping months
and mwn years, With Asia’s siock markets bes
ing #a velatile sver the last lew years, the op-
poactunity to take profit wsually comes g dir-
Ing that dmeframe, he says.

Ta purisis who belleve im @mply Toying
good stocks and hobding them for the long-
term, that might saund like nothing shar of
heresy. But Tan atributes a good pan of
Pheim’s strong performance recond Lo his
conirarian moves ahead of key turning points
in the markel. “The ability o serss sk s
ool just a case of looking at numbers,” says
he 27-year fund Management veleran,
“There isn't a mathematical formuls or {aol
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It comes {ram your experience,”

Aamong the big bets that paid off were his
Tsavy accunmmulation of shares betwesn fuly
amdd October 1994 just as Asian markets bot-
tomed and bia decksion tr clear pat of wch
sloecks Ty Blarch 2000 jiest before Naslag
peaked. "As Inr.ls as they are tech siocks, if
wou didn't ged out In the firse quarter of 2004,
o wionld really have had it he V5.
“Whether it was a small cap ar hig cap would
have made no difference. Our eaccess depends
on pur ability to read the major trends.”

Rising prominence

With the Improvement in market seniimer
ovel e Lk few weeks, Tan is alivddy |a-
menting that Bt is now much bacder o pick
up hars,a:in-pri-:tﬂ 1P0s in decent sizes. “As
wou can sew, they ane askcing for higher FrEs,®
he says. " At ane thme. you couldn 't even do &
at five and six times, now they are asking for
eight times. [1’s because the market i3 better
v, " But even if thal makes Tan bess willing
ta put money an the 1able, his rising profile
in the markel — pol W pendan his strong
performance record — is fast making him a
praminest leatizre of Singapore’s oney man-
agement landscape.

Howewer, 25 an independent hontique
Iowiga subat antially owned and driven by ane
man, Pleim’s suwccess wasn't achisved cas-
ily, During its early days, the finm was care-
fully scrtinised by fis clients, comprising
mestly inshitutions, save Tan, And some of
them still pegulady quiz him about his stpck
selection process and whether be has enough
suilably gualified analysis wallliﬂ,g for D,
For s part, Tan liaisgles an glhe suggesion that
bauticque fund management houses Bke Pheim
are rishder than big institutions. While seme
of them Exil within the first five vears, the ones
that last are often more effective money man-
agers than big ingliutions, be says. And while
big imstitutions have a baitery of fund manag;
ere and analysts to look after your money,
with staff turmover and movemenl within tie
organisatian, ymi are never really sure who
will be managing your funde & couphe of yeara
dawn the toad, he adds,

In eonlrast, boulbque fund houses with a
srrong and consiErenl investment pldlosaphy
can effer more ceriainty even i they are less
imstitutionalisad . “The best investment proc-
esses are those i which decisions are made
by smeall fexible growps operating to 4 strong
set af heliefs and values,” notes consuliant
Watson Whyart in an artiche. In many respects,
that 2= the kind of outf that Pledm is gradu-
alty evolving Into. After almost a decade of
ety growth, the firm has fawr analyvees at
its Hinaaporn office and another thoee at s
Kuala Lumpure office. But while Tan Increas-
Ingly relies om them te make invesiment deci-
siams, he sl sets the firm's averall Invess-
mend phibasophy and ensures hat evenmng
folbows it soriedly. And he doesn't see himself

becoming amy less hands—on in the years
ahead. “Why sould 1 go anpwhere? he asks,
“This is my dream.” o



