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Are your investments too “gao”?

Linus Lim, Co-CIO of Phillip Capital Management

In our part of the world, ordering a drink is almost
an art that has to be passed down from generation
to generation. There’s Kopi, then there is:

Kopi Peng
Kopi Siu Dai
Kopi O

Kopi Di Low
Kopi Gah Dai
Kopi C

Kopi Tarik
Kopi Poh
Kopi Gao
Kopi Kosong

The list goes on with more permutations and
combinations...

Coffee drinking is a serious business! The phrase
that I learnt most recently was Kopi Dilow, which
translates to Coffee Direct Pour. It is definitely not a
drink for the faint hearted as it’'s a shot of coffee
with very little excess water, giving you a stronger
Kopi kick than that of a Kopi Gao.

Discussion

¢ Portfolio Diversification

Personally, I find anything beyond a Kopi Gao a bit
too strong for me. For some people, excess caffeine
can affect your sleep and cause heart palpitations. I
like a Kopi that just perks me up and help keep me
alert throughout the day.

Like Kopi, your investment portfolio should have a
good balance of different ingredients. However,
investors often want a quick fix and most ended up
choosing a very concentrated investment portfolio. I
have heard many investors tell me that they placed
their hard-earned money into one or two very safe
bonds with a high yield to collect a good income.
What they may not realise is - this is a very
concentrated, or “Gao” approach. Should something
adverse happen to one of the bonds, the investor
will lose half of his portfolio. The Kopi that you
initially thought to be low risk and satisfying
turned out to be a bitter cup that most will find hard
to swallow.
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A better and safer way to invest is through a diversified portfolio of income generating assets, spreading the
risk across many positions so that even if adverse events occur, only a portion of the portfolio will be
affected. In my own portfolio, [ invest across equities, bonds and alternative assets, which lowers the overall
risk of my savings and helps me sleep better at night. In the case of a bull market, the equities in my
portfolio tend to outpeiform other asset classes, boosting the returns of the portfolio. On the other hand,
when facing a bear market, I know that bonds are less volatile and reduce losses, helping me worty less and

ensures that I stay invested in the market.

Does this mean that we must invest in multiple
assets from different countries?

Although those are possible investment
strategies, [ think that you do not necessary
have to aim to invest in multiple investment
vehicles from multiple countries. Let’s take
investing in stocks in Singapore as an example.

Many companies in Singapore are listed and
they do offer stocks for people to invest in.
These stocks can belong to companies of varied
sectors such as telecommunications, oil & gas,
financial, aviation, consumer service sector and
more. Also, many Singapore-listed companies
not only have businesses in Singapore - some
have overseas presence and they have high
growth potential. Thus, the peiformance of these
companies will also be affected by their overseas
counterparts which also helps investors achieve
their aim of diversification with higher returns.
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In addition, T personally think that income
generating equities that pay consistent and
growing dividends appeal more to me.
Dividends are a good signal of the ability and
willingness of a company to pay its
shareholders. In the long run, as dividends can
only be paid out of operating cash flow,
dividend paying stocks are likely to be
businesses that are strong in financial health.

Dividends also demonstrate that the
company’s management is focused on
rewarding shareholders, rather than engaging
in value-destroying projects or acquisitions to
benefit themselves. This trait can be seen in
Singapore-listed companies as shown in

Figure 1.
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Figure 1: Dividend Yield (%) of global and regional markets

Source: PCM, Bloomberg (August 2018)
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Besides, I also prefer companies that are growing their dividends instead of paying out
everything. This demonstrates to investors that the company is not in an industry with structural
growth issues or is in secular decline. Companies that reinvest some of their cash into projects
to boost the company’s future cash flow and allowing it to pay out even higher dividends in the
future is extremely attractive.

There is a Chinese proverb X AL X5, which translates to “when working hard together,
the flames rise high”. Here, the word & is also pronounced as “gao”, but unlike the “gao” in “kopi
gao”, it is eununciated with a rising pitch and means “high” in Mandarin. Similarly, a diversified
poitfolio of investments working together can help your savings rise high. You will more likely
be sitting at the Kopitiam enjoying your morning Kopi, savouring your investment gains
knowing that your money is relatively safe.

Important Information: This document and information herein is provided by Phillip Capital Management (S) Ltd
(“PCM") for general information only and deces not constitute a recommendation, an offer to sell, or a solicitation to
invest in the fund(s) mentioned herein. It dees not have any regard to your specific investment objectives, financial
situation and any of your particular needs. The information is subject to change at any time without notice. The value
of the units and the income accruing to the units may fall or rise. You should read the relevant prospectus and the
accompanying product highlights sheet (‘“PHS”) for disclosure of key features, key risks and other important
information of the relevant fund(s) and obtain advice from a financial adviser ("FA") before making a commitment to
invest in the fund(s). In the event that you choose not to obtain advice from a FA, you should assess whether the
fund(s) is/are suitable for you before proceeding to invest. A copy of the prospectus and PHS are available from PCM
or any of its authorized distributors.

Investments are subject to investment risks including the possible loss of the principal amount invested. Past
petformance is not necessarily indicative of the future or likely performance of the fund(s). There can be no assurance
that investment objectives will be achieved. Any use of financial derivative instruments will be for hedging and/or for
efficient portfolio management.Investments in the fund(s) managed by PCM are not obligations of, deposits in, or
guaranteed by PCM or any of its affiliates.

PhillipCapital Group of Companies, including PCM, their affiliates and/or their officers, directors and/or employees
may own or have positions in the investments mentioned herein or related thereto. This publication and Information
herein are not for any person in any jurisdiction or country where such distribution or availability for use would
contravene any applicable law or regulation or would subject PCM to any registration or licensing requirement in such
jurisdiction or country. The fund(s) is/are not offered to U.S. Persons.

The information provided herein is based on certain information, conditions and/or assumptions available as at the
date of this publication that may be obtained, provided or compiled from public and/or third party sources which PCM
has no reason to believe are unreliable; and may contain optimistic statements/opinions/views regarding future events
or future financial peiformance of countries, markets or companies. Any opinion or view herein is an expression of
belief of the individual author or the indicated source (as applicable) only. PCM makes no representation or warranty
that such information is accurate, complete, verified or should be relied upon as such. You must make your own
financial assessment of the relevance, accuracy and adequacy of the information in this factsheet. Accordingly, no
warranty whatsceever is given and no liability whatscever is accepted for any loss or consequences arising whether
directly or indirectly as a result of your acting based on the Information in this factsheet.

The information does not constitute, and should not be used as a substitute for, tax, legal or investment advice. The
information should not be relied upon exclusively or as authoritative without further being subject to your own
independent verification and exercise of judgement.

This document has not been reviewed by the Monetary Authority of Singapore.
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