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Market Review
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• After a strong performance of the China index in January, the market suffered from a correction mainly due to doubts 

about the strength of the economic recovery, coupled with global headwinds

• 2023 YTD returns for indexes were -4.8% / -8.2% / -9.4% for 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 31st May 2023

50

60

70

80

90

100

110

120

130

140

150

Dec
21

Jan 22Feb 22 Mar 22 Apr 22 May
22

Jun 22 Jul 22 Aug
22

Sep
22

Oct 22 Nov
22

Dec
22

Jan 23Feb 23 Mar 23 Apr 23 May
23

In
d
e
x
e
d
 t

o
 1

0
0

MSCI China Sectors Performances

Consumer Discretionary Consumer Staples Communications Energy

Financials Industrials Health Care Information Technology

Materials Utilities



Performance Review 

• Apuano Foundation China Fund recorded -4.78% YTD, outperforming the -4.84% / -8.2% / -9.4% returns of CSI 300 / 

Hang Seng Index / MSCI China in USD terms with a significant lower level of volatility

• Since inception, the Fund recorded -8%, which is aligned with CSI 300, and outperforming the -35% / -32% returns 

of  Hang Seng Index / MSCI China in USD terms
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Performance Review - Resilient against market downturns 

▪ MSCI China / CSI 300 / HSI in USD terms experienced a maximum drawdown of 63% / 46% / 53% from Jan 2020 to 

May 2023

▪ Since inception, Apuano Foundation China fund experienced a lower maximum drawdown of 41%

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

Source: Foundation Asset Management as at 31st May 2023
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Market Outlook - Bumpy recovery, but improving 2H23

6

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

Real GDP growth to accelerate to 6.0% yoy in 2023
Greater China IC design/IDM coverage and revenue

YoY by company are expected to improve

• China’s post-COVID recovery has been bumpy, coupled with geopolitical risks

• Chinese companies‘ earnings are expected to improve in 2H 2023 in sync with global economic recovery (e.g.

global semiconductor cycle is expected to turn the corner) and Chinese policymakers' focus on growth

Source: Haver Analytics, Company Data, Goldman Sachs Global Investment Research as of 30 May 2023



Where we find value opportunities
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High free cash flow & dividend grower 

Quality growth companies with low valuation 
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High free cash flow & dividend grower 

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

• We like quality companies can generate high free cash flow and grow dividends

• Companies with high free cash flow indicate good financial health and the reliable ability to generate "real" 

profits. And being a dividend grower, they also demonstrate a commitment to creating long-term value for 

shareholders

• Investors can benefit from reliable income and long-term value growth

Source: FactSet, Epoch, MSCI World Index avg return between 1 Jul 1996 – 30 Jun 2016

2.8%

6.0%

8.0%

Low FCF stocks

Avg FCF stocks

High FCF yield stocks

18.8%

16.4%

16.1%

Annualised return Annualised volatility



Quality growth companies with low valuation 
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This document is for professional investors only / not for public viewing or distribution

• We also like companies with consistent and predicable earning prospects at attractive valuations

• Example: Mindray Medical listed in Shenzhen. It reported double-digit growth in key financial indicators for 2022, 

which has been the case for the past five years

• Mindray is a leading company in in-vitro diagnostics in China, with c40% market share, growing consistently c20% pa 

through taking market share and Chinese increasing need for better healthcare

• Trading at one standard deviation below historically PE, which we believe is attractive

Source: Bloomberg, FAM as of 19 May 2023 



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

Period A: From May to July , HIS USD -0.2%, while our fund saw a  +16%. Our allocation to healthcare and e-commerce has allowed us to benefit 

from the market situation and outperform the index.

Period B: From June to July 2021,  HSI USD -12%, while our fund saw a +0.5% , due to Chinese government's tightened regulatory policies for 

specific industries. Our hedging strategy provided extra protection during this period and allocated on some less-affected sectors such as new 

energy and raw materials. 

Period C: Index -36%, from Jan to Oct 2022 (tightening policy of the USD and China's lockdown policy(compared to fund only -12%, due to the 

tightening policy of the US and China's lockdown policy. However, our funds effectively used a hedging strategy for more than 60% and well 

diversified into industrial and energy sectors. Especially in Sep & Oct 2022, our fund +3% vs Index -25%. 

Source: Bloomberg, FAM as of 31 May 2023
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Portfolio Allocation

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

▪ Comprehensively invest in onshore/offshore China market to explore investment value in different industries

▪ We prioritize investing in high quality companies with high free cash flow and dividend growers

▪ These high-quality companies providing stability in a portfolio and creating long-term value for shareholders

Source: FAM as of 30 Apr 2023
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Sector comparison among China funds

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

Top 10 Sectors Apuano Foundation 

China Equity Fund 

Blackrock China 

Fund 

UBS China 

Opportunity Fund 

Value Partners

Classic Fund

% % % %

Information Technology 25 7 2 22

Industrials 19 8 3 2

Consumer Discretionary 11 26 11 24

Consumer Staples 6 27 15 8

Communication Services 6 17 20 13

Energy 5 4 0 0

Utilies 4 3 0 3

Real Estate 4 5 10 4

Health Care 2 2 10 7

Financials 1 16 24 6

-More portion on  

IT, Industrials, 

rather than too 

concentrated on  

Consumption 

sectors. 

-Heavily focus on Consumption, Communication services and 

Financials   

-Not much portion on Utilities and Energy sectors   

-We saw the 

opportunities on  

Energy and 

Utilities sector as 

well 

Source: FAM, Blackrock, UBS & Value Partner as of 30 Apr 2023



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

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

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. The Basic documents (including the prospectus and KIDs in English and Italian) of the Fund as

defined in Art. 13a CISO as well as the annual and semi-annual reports (in English) may be obtained free of charge, from www.egifunds.com. 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.

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

http://www.egifunds.com/
http://www.egifunds.com/InvestorRights.pdf
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Foundation AM 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
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