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Strategy 
Long-only Asia ex-Japan 

Investment manager 
Target Asset Management 

Portfolio manager 
Teng Ngiek Lian 

Office location 
Singapore 

Fund incorporation 
Cayman Islands 

Fund inception date 
18 September 1996 

Company AUM 
US$1.8 billion (1 February 2007) 

Fund AUM 
US$1.1 billion (1 February 2007) 

Subscription &  
redemption frequency 
Monthly  

Minimum subscription 
US$100,000  

Redemption fee 
Discretionary 1.5% retained by 
fund if redemption within one 
year of subscription 

Redemption notice 
14 business days 

Management &  
performance fees 
1% & 15%  

High watermark 
Yes 

Base currency 
US dollar 

Administrator 
Bermuda Trust (Far East) Ltd 

 www.clsa.com  

Target Asia Fund cumulative performance since inception  
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Target Asset Management is an asset-management boutique in 
Singapore founded by Teng Ngiek Lian in 1996. The company’s sole 
business focus is managing US$1.8bn in Asia ex-Japan equities. 

 Target Asia Fund Limited is a long-only US$1.1bn fund investing in 
Asia ex-Japan equities. The assets under management of the fund 
have been growing steadily over 10 years, with fund re-openings on 
an opportunistic basis.  

 The manager’s expertise is stock-picking. Target’s investment 
philosophy relies heavily on solid groundwork, seeking stocks where 
value will be unlocked within a one- to two-year timeframe. 

 The consistent investment approach has returned 739% to fund 
investors since its launch in September 1996. This compares to a gain 
of 38% in the MSCI AC Far East ex-Japan index. The fund’s annualised 
compound rate of return is 23%. 

 Since its inception in 1996, the Fund has outperformed the MSCI AC 
Far East ex-Japan index in nine out of ten years. 

 The fund has consistently returned top quartile performance compared 
to a peer group of Asia ex Japan managers selected from the 
Bloomberg database using the following criteria: Asia ex Japan funds with 
a minimum track record of 7 years. 

 We believe the manager has a unique combination of 36 years’ 
experience in Asia: 16 years in investment and 20 years industry 
knowledge. 
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 Investment objective 
The fund aims to achieve absolute performance by investing in equities in the 
Asia ex-Japan region. The manager adopts a value-orientated approach. 

Background 
Target Asset Management was founded in 1996 by Teng Ngiek Lian. Target’s 
only business is fund management, investing in Asia ex-Japan equities. The 
firm’s assets under management have grown to US$1.8bn of which US$1.1bn 
is in the Target Asia Fund. Management (Mr Teng and two team members) 
owns 90% of the company shares, and Value Partners, a Hong Kong-based 
fund investment management company, owns the remaining 10%. Target 
Asset Management has nine employees, seven of whom are investment 
professionals. 

Teng Ngiek Lian, chief investment officer, was managing director at UBS, 
Singapore and managing director at Morgan Grenfell, Singapore before 
founding Target Asset Management in 1996, While at Morgan Grenfell, Mr 
Teng was principally responsible for overall investment opportunities in the 
Asia ex-Japan region. Before joining Morgan Grenfell in 1990, Mr Teng worked 
in a variety of industries in Asia and Australia over a 20-year period. Areas of 
experience encompassed accountancy, financial control, strategy and 
business management. 

Seow Choong Huei, investment director, was formerly a vice 
president/strategic equity portfolio manager with Franklin Templeton 
Investments. Prior to that, he held senior positions in Scient, Walden, AT 
Kearney and Syncsort. He holds an MBA from the University of Chicago and a 
Bachelor of Science (Computer Science and Engineering) from Massachusetts 
Institute of Technology. 

Khristine Amurao, investment director, is a former research analyst with 
Jardine Fleming. Ms Amurao holds a Bachelor of Arts, majoring in 
Management Economics from Ateneo de Manila, Philippines. 

Matthew Teng, investment analyst, is a graduate from the University of 
Melbourne and holds a Bachelor of Commerce degree. Prior to joining Target 
Asia Fund he had internships with Citic Provident, Shanghai and Wearnes 
Walden, Singapore (both private-equity firms). 

Matthew Ler, investment analyst, was formerly an accountant with Arthur 
Andersen and Ghim Li, a garment-manufacturing company. He holds a Master 
of Applied Finance and Bachelor of Commerce degree from The University of 
Melbourne. 

Susan Xiao Xiangdong, investment analyst, was formerly a financial 
adviser representative with Philip Securities and has five years management 
experience in industrial companies. She holds a Master of Finance from the 
Royal Melbourne Institute of Technology and a Bachelor of Science degree 
(majoring in analytical chemistry) from Hunan University, China. 

Mr Tan Seng Boon, investment analyst, started work as a product 
consultant in a software house and later started a software service business. 
He holds a Bachelor of Engineering in Electrical and Electronic from Nanyang 
Technological University, Singapore.  

Producing
superior returns

A great mix of investment
and industry experience
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 Investment process 
The manager, Teng Ngiek Lian, is a value investor whose work tenets are hard 
work and groundwork. The manager’s investment approach is methodical and 
structured. The analysis is fairly typical, involving comparisons of price 
relative to intrinsic valuation (asset value, earnings, cashflow and franchise 
value). The manager seeks fairly good growth companies that fulfil Target’s 
internal “5 Rs” criteria: Right business, Right management, Right valuation, 
Right risk-reward ratio and Reasonable liquidity. If the investment idea fulfils 
these minimum criteria, Target undertakes full-scale research. Company visits 
are important and greater credence is given to information verified with third 
parties who are knowledgeable about a company. 

Although the manager is very much bottom-up driven, macro factors are 
incorporated in the investment process as these affect a business’s prospects. 

Target does not pay attention to benchmarks. The manager may frequently 
invest in stocks generally out of favour or “fallen angels”, which are normally 
unloved by the wider investment community or small/mid caps that are not 
covered in detail by brokers. This investment approach allows the manager to 
be ahead of the crowd. 

Target’s investments include those where there is a high potential of 
unlocking value within one to two years. Some of these investments may be 
restructuring plays, for example an unwinding of cross-shareholdings or 
refinancing. The Fund avoids stocks that are driven by, or prone to outside 
unpredictable events, for example commodities. 

The manager occasionally takes positions using share warrants when they 
offer cheap access to a company. The fund’s mandate permits the use of 
derivatives for hedging, but this is rarely exercised unless it is an extreme 
situation. 

Portfolio construction  
The Fund’s portfolio is made up of stocks that are individually selected for 
their superior up/downside potential over a one-to-two-year time horizon. 

The manager’s style is to know target investments incredibly well and create 
a reasonably concentrated portfolio of about 35 stocks. The portfolio turnover 
fluctuates and is estimated at 50-100%. 

The cash holding is a balancing number and not the result of any asset-
allocation decision. When a manager feels a stock is overvalued relative to its 
prospects and risks, it will be sold and there is no automatic replacement 
unless a good buying opportunity appears. The maximum cash holding was 
40% at the height of the Asian Crisis in 1997. The fund has never been 
leveraged, although this is permissible under its mandate. 

Performance highlights 
As the Asian Crisis unfolded and value “emerged”, cash levels of the fund 
were increased, which partly explains the fund’s outperformance of Asian 
markets. When the crisis reached its depths, momentum index-tracking fund 
managers sold small- to mid-sized companies at extremely cheap prices. The 
manager of Target Asia Fund reduced cash holdings and bought the oversold 
stocks. Mr Teng believes the fund has done, and will continue to do, well in 
times of crisis. 

‘There is no substitute
for hard work to be a

successful stock-picker’
Mr Teng

The manger buys
 deep value stocks or

those offering growth at
the right price

Bottom-up stock-picking
and concentrated

portfolio

Asian Crisis:
July 1997 to 1998
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 During the tech bubble of 1999, the manager did not give credence to 
valuations of dotcom stocks. The manager did not waiver in the value 
investing philosophy, finding it difficult to find new-economy stocks to buy at 
the right valuations. Instead, Target invested in technology stocks that were 
fundamentally secure, such as system integrators that would benefit from the 
growth of the industry (Singapore Computer Service, Automated System and 
CSA). 

The fund’s outperformance during 1999 can also be attributed to the fact that 
four companies in the portfolio were privatised and they were trading below 
cash value. 

January 2001 is an example of the resolve required when value investing. 
During the one-month drawdown, the manager remained confident about the 
fundamentals of the portfolio’s stocks and felt no need to change the 
holdings. The one-month negative performance followed a six-month period 
of considerable and consistent outperformance. Subsequent to January 2001, 
the portfolio’s stocks resumed their good performance. 

Investment restrictions include: 
 Maximum of 15% permitted in any single company. 

 Unlisted investments are limited to 15%. Throughout the fund’s history no 
unlisted investment has ever been made. 

 One country is limited to a maximum of 50%. 

 No investments permitted in securities with unlimited liability. 

Transparency 
Annual audited reports are sent to investors after the 30 June financial year-
end. The administrator produces monthly NAVs and the fund manager’s 
internal estimate NAVs are available weekly.   

The manager also produces a monthly newsletter with a commentary on the 
month’s performance, top-five positions and statistics including: Portfolio 
breakdown by country, sector and market capitalisation. 

Tech bubble:

January 2001
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 Figure 1  Figure 2 

Return measures  Risk measures 

 

 Target Asia 
ex-Japan 

MSCI ACFE 
ex-Japan (Gross) 

2006 (%) 40.4 32.2 

2005 (%) 20.3 21.8 

Latest returns   

Last month (Dec 06) (%) 5.1 4.4 

Last 3M (%) 19.4 15.7 

Historical data   

Compound ROR (%) 23.1 3.2 

Cumulative return (%) 739 38.4 

Cumulative VAMI (US$) 8390.1 1384.3 

Best month (%) 30.4 27.3 

Worst month (%) (11.2) (24.4) 

Positive months (%) 60.2 52.0 

 

 

 Target Asia 
ex-Japan 

MSCI ACFE 
ex-Japan (Gross) 

Standard deviation (%) 21.8 27 

Sharpe ratio (5.0%) 0.8 (0.1) 

Sortino ratio (5.0%) 1.8 (0.1) 

Downside dev (5.0%) 10.1 18.4 

Drawdown analysis  

Maximum drawdown (%) (30.5) (66.6) 

Months in max drawdown 11 18 

Drawdown recovery time 9 101 

Comparison to the benchmark 

Monthly alpha (%) 1.5  

Beta 0.7  

R-squared 0.7  

Source: Target Asset Management, Bloomberg Source: Target Asset Management, Bloomberg 

Figure 3  Figure 4 

Growth of initial US$1,000 vs AUM since inception  Split beta analysis Target Asia vs MSCI ACFE ex-Japan 
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Figure 5  Figure 6 

Target Asia’s performance vs Asia ex Japan peer group¹  Portfolio exposure by country since inception 
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¹ 92 funds used in peer group analysis selected from Bloomberg 
database using the following criteria: Asia ex Japan funds with a 
minimum track record of 7 years.  Source: Bloomberg 

Source: Target Asset Management 
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 CLSA emerging market funds team 
The CLSA Emerging Market Funds Team offers a fully integrated sales, trading 
and research service in global emerging market funds. 

Contacts: 
 
Head of Emerging Market Funds:  John Bridgman 

John Bridgman john.bridgman@clsa.com 

Gopi Lingam gopi.lingam@clsa.com 

Peter Regan peter.regan@clsa.com 

Momchil Durlev momchil.durlev@clsa.com 

Joanne Bryant-Rubio joanne.bryant-rubio@clsa.com 

Michele White michele.white@clsa.com 

 

Tel (44) 2076147280 
Fax (44) 2076147070 
Email gems@clsa.com 

Fund market-making pages appear on: Reuters: CLSA51 onwards and 
Bloomberg: CLCF onwards. 
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 Notes  



 

Key to CLSA investment rankings: BUY = Expected total return greater than 10%; O-PF = Expected to outperform the local market by 0-10%; 
U-PF = Expected to underperform the local market by 0-10%; SELL = Expected to underperform the local market by >10%. Performance is defined 
as 12-month total return (including dividends). 

©2007 CLSA Asia-Pacific Markets (“CLSA”). 
This publication is subject to and incorporates the terms and conditions of use set out on 
the www.clsa.com website, and neither the publication nor any portion hereof may be 
reprinted, sold or redistributed without the written consent of CLSA. CLSA has produced 
this publication for private circulation to professional and institutional clients only. The 
information, opinions and estimates herein are not directed at, or intended for distribution 
to or use by, any person or entity in any jurisdiction where doing so would be contrary to 
law or regulation or which would subject CLSA to any additional registration or licensing 
requirement within such jurisdiction. The information and statistical data herein have been 
obtained from sources we believe to be reliable. Such information has not been 
independently verified and we make no representation or warranty as to its accuracy, 
completeness or correctness. Any opinions or estimates herein reflect the judgment of 
CLSA at the date of this publication and are subject to change at any time without notice. 
Where any part of the information, opinions or estimates contained herein reflects the 
views and opinions of a sales person or a non-analyst, such views and opinions may not 
correspond to the published view of the CLSA research group.  This is not a solicitation or 
any offer to buy or sell. The information contained in this publication is for information 
purposes only and is not intended to provide professional, investment or any other type of 
advice or recommendation and does not take into account the particular investment 
objectives, financial situation or needs of individual recipients. Before acting on any 
information in this publication, you should consider whether it is suitable for your particular 
circumstances and, if appropriate, seek professional advice, including tax advice. CLSA does 
not accept any responsibility and cannot be held liable for any person's use of or reliance on 
the information and opinions contained herein. To the extent permitted by applicable 
securities laws and regulations, CLSA accepts no liability whatsoever for any direct or 
consequential loss arising from the use of this publication or its contents.  
Subject to any applicable laws and regulations at any given time CLSA, its affiliates or 
companies or individuals connected with CLSA may have used the information contained 
herein before publication and may have positions in, may from time to time purchase or sell 
or may have a material interest in any of the securities mentioned or related securities or 
may currently or in the future have or have had a relationship with, or may provide or have 
provided investment banking, capital markets and/or other services to, the entities referred 
to herein, their advisors and/or any other connected parties. MSCI-sourced information is 
the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior 
written permission of MSCI, this information and any other MSCI intellectual property may 
not be reproduced, redisseminated or used to create any financial products, including any 
indices. This information is provided on an "as is" basis. The user assumes the entire risk of 
any use made of this information. MSCI, its affiliates and any third party involved in, or 
related to, computing or compiling the information hereby expressly disclaim all warranties 
of originality, accuracy, completeness, merchantability or fitness for a particular purpose 
with respect to any of this information. Without limiting any of the foregoing, in no event 
shall MSCI, any of its affiliates or any third party involved in, or related to, computing or 
compiling the information have any liability for any damages of any kind. MSCI, Morgan 
Stanley Capital International and the MSCI indexes are services marks of MSCI and its 

affiliates. The Global Industry Classification Standard (GICS) was developed by and is the 
exclusive property of Morgan Stanley Capital International Inc. and Standard & Poor's. 
GICS is a service mark of MSCI and S&P and has been licensed for use by CLSA Asia-Pacific 
Markets." 
Japan: This publication is distributed in Japan by Calyon Securities Japan which is licensed 
to use the "CLSA" logo in Japan and is a member of the JSDA.  
United Kingdom: This research was produced by Momchil Durlev (Head of Research 
Emerging Market Funds CLSA UK) and Joanne Bryant-Rubio (Investment Analyst Emerging 
Market Funds CLSA UK). The sources used to prepare this research are Target Asset 
Management and Bloomberg. The analysts’ recommendation is determined by an 
investment’s return potential or the likelihood of the realisation of the return. This research 
recommendation has been disclosed to the manager but has not been amended following 
this disclosure before dissemination. The substance of this research recommendation does 
not differ from the substance of an earlier research recommendation concerning the same 
Fund issued in the past 12 months.  The earlier recommendation was released on 23rd 
June 2006.  There have not been any changes in the overall coverage policy previously 
announced.  It is planned to update this research recommendation annually. The following 
should be considered significant financial interests and conflicts of interest in the subject 
matter of this research recommendation: CLSA (UK) will share in the fees received by the 
manager from any clients introduced by CLSA (UK). CLSA (UK) or its affiliates have the 
following major shareholdings (which include all shareholding in excess of 5% of the total 
issued share capital): CLSA (UK) holds less than 0.5% of the shares in issue at the time of 
this report. CLSA (UK) or its affiliates are party to an arrangement with the relevant 
manager in relation to the production of the research recommendation. CLSA (UK) has 
effective organisational and administrative arrangements set up for the prevention and 
avoidance of conflicts of interests with respect to research recommendations, including 
information barriers. This publication is only for distribution and/or is only directed at 
persons ("permitted recipients") who are (i) persons falling within Article 19 of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005 (the "FPO") having 
professional experience in matters relating to investments or high net worth companies, 
unincorporated associations etc. falling within Article 49 of the FPO, and (ii) where an 
unregulated collective investment scheme (an "unregulated CIS") is the subject of the 
publication, also persons of a kind to whom the unregulated CIS may lawfully be promoted 
by a person authorised under the Financial Services and Markets Act 2000 ("FSMA") by 
virtue of Section 238(5) of the FSMA. The investments or services to which this publication 
relates are available only to permitted recipients and persons of any other description 
should not rely upon it. In accordance with the rules of the Financial Services Authority, a 
copy of CLSA (UK)’s investment research policy is available on request to 
compliance_UK@clsa.com or tel: +44 (0)20 7614 7141.  This is not an offer or solicitation 
of an offer to buy or sell any security or derivative instrument or to make any investment.  
The publication is based upon information that is considered reliable, but we do not 
represent that it is accurate or complete and it should not be relied upon as such.  CLSA 
(UK) is authorised and regulated in the UK by the Financial Services Authority. 

MSCI-sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any other MSCI intellectual property may 
not be reproduced, redisseminated or used to create any financial products, including any indicies. This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this 
information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, 
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or 
related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. 
The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of Morgan Stanley Capital International Inc. and Standard & Poor's. GICS is a service mark of MSCI and S&P 
and has been licensed for use by CLSA Asia-Pacific Markets. GEM 03/10/2006 
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