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Market Review
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▪ China indexes experienced drawdowns in 2022 due to lockdowns, property market risks and political uncertainties, but 

rebounded towards year end. 2022 returns for indexes were -27.8% / -15.5% / -23.6% for CSI 300 / Hang Seng Index / 

MSCI China

▪ China indices continued their strong performances in January, but suffered in February due to extended expectations of 

economic recovery as well as global headwinds 

This document is for professional investors only / not for public viewing or distribution

Source: Foundation Asset Management as at 28th Febr 2023
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Performance Review

▪ Apuano Foundation China Fund recorded 4.3% return YTD, outperforming the 3.7% / 1.2% / 1.2% returns of CSI 

300 / Hang Seng Index / MSCI China in USD terms

▪ Since inception, the Fund achieved 0.4% return, outperforming the 0.4% / -29.3% / -24.0% returns of CSI 300 / Hang 

Seng Index / MSCI China

This document is for professional investors only / not for public viewing or distribution

Source: Foundation Asset Management as at 28th Febr 2023

50

70

90

110

130

150

Jan 2020 Apr 2020 Jul 2020 Oct 2020 Jan 2021 Apr 2021 Jul 2021 Oct 2021 Jan 2022 Apr 2022 Jul 2022 Oct 2022 Jan 2023

Apuano Foundation China Fund vs Indexes

HSI USD CSI 300 USD MSCI China free USD total return AFC Inst USD



Apuano Foundation China Fund – 3C

5

This document is for professional investors only / not for public viewing or distribution

C CAPTURE
Strong upside capture whilst limiting downside

C CAPITAL
Value investing drives disciplined capital allocation 

C CONTROL
‘Quantamental’ model controls portfolio risks



Capture – Up & Downside
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This document is for professional investors only / not for public viewing or distribution

The Fund’s upside outperformance comes in 2 parts:

1. Strong upside capture vs low downside capture, especially on a net exposure-adjusted basis

2. Higher % of positive months, lower % of negative months

Source: FAM, Bloomberg as at 28 February 2023

*Beta-adjusted upside capture assumes a 50% historical net exposure

Apuano Foundation

China Fund
Hang Seng Index

Upside Capture 60.5% -

Beta-adjusted Upside Capture 127.4% -

% of Positive Days 54% 49%

Downside Capture 30.1% -

Beta-adjusted Downside Capture 66.9% -

% of Negative Days 46% 51%
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Capture – Strategy Tailored for China

This document is for professional investors only / not for public viewing or distribution

▪ China indices have largely been flat since 2007, but have endured many up and downs

▪ Index returns of greater than +/- 20% happens 1 out of every 2 years

Source: Foundation Asset Management as at 28th of Febr 2023

Performance

（%）

2023 

YTD
2022 2021 2020 2019 2018 2017 2016

MSCI China 12.3% -23.5% -22.4% 26.7% 20.4% -20.3% 52.3% 1.4%

Apuano 
Foundation 
China Fund

Long 
alpha

Protect 
downside 
(low net)

Short 
alpha

Capture 
beta 

(higher 
net)

Performance

（%）
2015 2014 2013 2012 2011 2010 2009 2008 2007

MSCI China -10.1% 4.7% 0.4% 18.7% -20.4% 2.6% 58.9% -52.2% 63.5%



Capital - Value Investing
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This document is for professional investors only / not for public viewing or distribution

1. Pioneers of adopting value investing in China

• CIO Michael Liang was one of the pioneers of value investing in HK, brought over from his experiences at 

Macquarie Bank, Australia

2. Value investing in the past decade

• Past decade was difficult for value investing as money was free

• Value investors pushed away as new wave of investors chased growth and duration

3. Interest rates returning to normalcy

• Interest rates unlikely to go back to zero-bound

• Successful track record during these type of periods is key



Capital – Bottom Up Analysis 
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• Top holdings are potential multi-baggers, often underfollowed and out of consensus

• Private equity-like approach ensures differentiation and discipline

Longs

Strong moat and business model

Management with integrity

Strong free cash flow

Sensible stock price

Shorts

Unsustainable business model

Governance issues

Poor free cash flow

Trading at premium to intrinsic 
value

Alpha
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Capital – Flexible Sector Allocation

This document is for professional investors only / not for public viewing or distribution

▪ CIO oversees 4 specialist analysts – dedicated coverage in consumer, cyclicals, technology and health care

Source: Foundation Asset Management as at 28th of Febr 2023
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Capital - Investment Themes

This document is for professional investors only / not for public viewing or distribution

▪ “The choice is not between value and growth, but between value today and value tomorrow.” - Howard Marks

Consumer Upgrade Renewable Energy

Advanced Manufacturing Resource Self-Sufficiency
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Control – ‘Quantamental’ Model

This document is for professional investors only / not for public viewing or distribution

▪ Consistently repeatable top-down model that calculates shorts/hedging levels

▪ Michael Liang’s commodities/materials experience drives top-down understanding of China

Source: FAM, as at 28th Febr 2023

‘Quantamental’ Model input categories



13

Market Outlook

This document is for professional investors only / not for public viewing or distribution

Property Market Recovery

▪ Property sector is the bedrock of the Chinese economy at 29% of GDP

▪ Property market has already showed signs of recovery

▪ We expect continued monetary and fiscal support

Source: FAM as at 28 Febr 2023
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Market Outlook

This document is for professional investors only / not for public viewing or distribution

Source: FAM as at 28 Febr 2023

China Reopening

▪ China has completely reopened

▪ Pent up demand evident, especially in domestic services industries
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Market Outlook

Resource Self-sufficiency

▪ We expect policy tailwind and continued investment in sectors that are critical for resource self-sufficiency

Source: FAM as at 28 Febr 2023
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Market Outlook

Advance Manufacturing and Renewable Energy

▪ China is entering a new wave of industrial revolution – still in the early stages of penetration

Source: FAM as at 28 Febr 2023
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Market Outlook

Even with the recent rally, Hang Seng index valuation still at historically low levels

Source: FAM as at 31 Jan 2023
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Founder and CIO: Michael Liang

This document is for professional investors only / not for public viewing or distribution

Education and Qualifications

▪ Chartered Financial Analyst 

(CFA)

▪ EMBA, Peking University

▪ BA Economics, Renmin 

University of China

▪ BA Economics, Wollongong 

University, Australia

2000 – 2003 
DBS Vickers Securities

Hong Kong

Vice President

China industrials

1998 – 2000 
Daiwa Securities Capital Markets

Hong Kong

Vice President

China industrials

2006 – Present
Foundation Asset Management

Hong Kong

Founder & CIO

2003 – 2006
United Overseas Bank

Hong Kong

Director

Advisor to Asian families and global investors 

1997 – 1998 
Societe Generale Securities

Hong Kong

Vice President

APAC industrials

1994 – 1997
Macquarie Bank

Australia

Analyst

Australian equity research - base metals

▪ Leader in Asia Hedge Fund Space, founded Foundation in 

2006 when China hedge funds were still at a nascent stage

▪ Foundation remains one of the longest standing China 

hedge funds 

▪ Differentiated industry knowledge, experience in Australia 

during commodities boom, covered industrials during Asia 

Financial Crisis and China WTO cycle

▪ Cycles take place in every industry, commodities/ materials 

experience drives top-down understanding of China



Questions & Answer
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Q&A



This document is for professional investors only / not for public viewing or distribution

European and Global Investments Ltd
Pembroke House, 28-32 Upper Pembroke Street, 

Dublin 2, D02 EK84, Ireland

T +353 1 237 4689

Apuano Capital SA
Via Canova 1

6900 Lugano (CH)

T +41 91 9222 513

Foundation AM Ltd
Suite 2703, Tower One Lippo Center, 89 Queensway

Hong Kong, China

T +852 2530 4986

Disclaimer and confidential

IMPORTANT INFORMATION: This document is intended for professional investors only. This document is published by Apuano Capital SA for information purposes and does not constitute an offer or recommendation

to buy or sell any fund. Before deciding on the investment, we invite you to read the prospectus and relevant KIDs and note the risk factors. Financial data and results reported herein concern only the past; any reference

to performance, prices, interest rates, exchange rates and other past data contained should not be construed as a guarantee of performance, prices, interest rates, exchange rates and other future data. The

performance shown does not take account of any commission and costs charged when subscribing to and redeeming shares. The State of the origin of the Fund is Ireland. This Fund may only be distributed in or from

Italy to retail investors and from Switzerland to qualified investors within the meaning of Art.10 Para.3, 3bis and 3ter CISA. In Switzerland, the Representative is ACOLIN Fund Services AG, Affolternstrasse 56, CH-8050

Zurich, whilst the Paying agent is Cornèr Banca SA, Via Canova 16, CH–6900 Lugano. In respect of the units distributed in Switzerland, the competent Courts shall be at the registered office of the Representative in

Switzerland. The Basic documents (including the prospectus and KIDs) of the Fund as defined in Art. 13a CISO as well as the annual and semi-annual reports may be obtained free of charge, in English, at the office of

the Swiss Representative and from www.egifunds.com, in English and Italian. A summary of investor rights associated with an investment in the Fund shall be available in English from

www.egifunds.com/InvestorRights.pdf. A decision may be taken at any time to terminate the arrangements made for the marketing of the Fund in any EEA Member State in which it is currently marketed. In such

circumstances, Shareholders in the affected EEA Member State will be notified of this decision and will be provided with the opportunity to redeem their shareholding in the Fund free of any charges or deductions for at

least 30 working days from the date of such notification. This document may not be reproduced (in whole or in part), transmitted, modified or used for information purpose without the prior written permission of Apuano

Capital SA.
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