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Message from the CIO
Despite some intra-month volatility, December
ended up being a relatively quiet month for the
fund with the Class B shares returning +0.02%1 net.
This takes performance since inception to +9.69%
net (Table 2 on the following page), which com-
pares with an MSCI AC Asia-Pacific index return
of -3.92% over the same period.

%
Event-driven 0.16
Other 0.16
Holding Company -0.04
Share Class -0.26
Total 0.02

Table 1: Strategy Attribution2

Event-driven Strategy
The event-driven strategy continued to perform
well in December (Table 1), accounting for +16 bps
of performance.

1All figures in this newsletter are preliminary. For our official
administrator-calculated NAV, please refer to fund databases
or to our investor statements. Performance is net of fees and
expenses and is with reference to our offshore feeder.

2“Other” refers to P&L items which are not directly at-
tributable to one of the three core strategies.

We didn’t see any large individual contributors
to performance. Gross exposure was +15.8 points
month-on-month mostly due to increased exposure
to a Japanese car audio company takeover and a
new position in an Australian mining share swap.
Net exposure was -20.9 points, mainly due to

a reduction in long exposure to Japan. M&A tar-
get stock prices in Japan have been completely un-
affected by the recent downdraft in global mar-
kets, pushing implied completion probabilities very
close to 100%. While acknowledging the historic
high success rate of Japanese transactions, we have
taken the opportunity to reduce long exposures
and/or establish short exposures where appropri-
ate.
Please see the final section of this newsletter for

a news round-up in this space.

Review of 2018 and Outlook for 2019

It was a solid year for the event-driven strategy (Fig-
ure 1 on the following page shows the strategy at-
tributions throughout the year), helped by record
levels of announced M&A in Asia. Australia had
the highest number of deal announcements at 833,
followed by Japan (33) and Hong Kong (24).
In terms of the fund’s average gross exposures

over the year however, Japan took the lead, followed
by Hong Kong and then Australia. This reflects our
assessment of the relative attractiveness of trading
opportunities and liquidity in the three markets.

3Source: Factset.
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Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
2017 0.21 2.92 0.53 2.50 2.27 -0.09 0.26 8.88
2018 0.04 -1.59 2.17 -0.44 0.20 -1.25 -0.26 -0.08 0.12 0.22 1.64 0.02* 0.74*

Table 2: Net Monthly Performance Since Inception - Class B (%) (* preliminary)
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Figure 1: Strategy Attribution - 2018

Many investors perceive event-driven strategies
to be very beta-sensitive, but this has not been our
experience at all, with solid returns generated both
during 2017’s rising market and 2018’s falling mar-
ket. Indeed, we have seen positive or flat4 returns
for nineteen consecutive months.
Some of the factors which drove the record lev-

els of M&A activity in 2018 look set to continue
into 2019. These include 1) massive private equity
fund raisings in Asia, much of which ends up in the
form of takeovers of public market companies, 2)
healthy demand for Asian yield-producing assets
from non-Asian sovereign wealth and state pension
funds, and 3) various country and sector-specific
consolidation trends (e.g. regional banks in Japan).

In addition, the decline in global markets over the
last year may prompt more M&A activity from op-
portunistic strategic (as opposed to financial) buy-
ers, with companies launching bids for their com-

4To within 3 bps.

petitors at what may be viewed as temporarily de-
pressed share prices.

Conversely, a negative factor for M&A volumes
is the rising cost of financing, which reduces the
attractiveness of highly-leveraged transactions.
Our view is therefore that, while M&A should

remain at a high level during 2019, deal volumes
are not likely to exceed the previous peak.

Holding Company Strategy
Our holding company positions had a mixed De-
cember. Robust performance from emerging mar-
ket positions was offset by widening in developed
markets.
A name in Malaysia contributed +88 bps as it

spun out a listed holding worth 5% of its market
capitalization. In India, a holding company con-
tributed +34 bps as it outperformed its main listed
holding which is a steel producer.

Conversely, a name in Korea contributed -25 bps
as it underperformed its main listed holding on no
news. Similarly, a Japan position contributed -79
bps as it underperformed its listed consolidated
subsidiary which was added to the TOPIX index.
This position ended the year with its listed sub-
sidiary worth more than three times its market cap
– an extreme level by Japanese standards.

Overall gross and net exposures were broadly
unchanged this month.

Review of 2018 and Outlook for 2019

Last year was not a great year for this strategy, for
reasons which we have elaborated upon at length in
previous newsletters. As a recent sell-side research
report5 put it, "The average NAV discount of a bas-
ket 40 Holdcos steadily... widened throughout the
year." This was certainly true for most of our names
– notwithstanding a sharp reversal in November.

5Smartkarma, 3 January 2019.
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Although somemacro factors appear to have con-
tributed to the widening trend, we would highlight
that the greatest contrast with previous years was
the lack of stock-specific catalysts within the hold-
ing company space.
Compared to 2017, where we saw three distinct

and meaningful catalysts in our first six months of
trading, 2018 was very quiet on this front. The only
notable event among our positionswas a listed asset
spin-off by a company in Malaysia, but this ended
up having only a minor impact on the spread.

Nevertheless, when it comes to 2019 we are opti-
mistic about the holding company strategy for the
following reasons: 1) some of the discounts on our
portfolios are near the widest we have seen in the
twelve years of following this universe; 2) we expect
the rate of catalyst generation to return to its his-
toric trend; 3) our engagement with selected names
has started to produce results (e.g. the Malaysian
spin-off noted above - where we had previously
publicised our views regarding the group’s strate-
gic review process via a press release which was fol-
lowed upwith articles in the financial press) andwe
will continue to actively pursue this avenue where
it makes sense.

Share Class Strategy
Share class performance was negative this month,
principally from A/H spread widening, although
the relatively small size of this portfolio limited the
impact to -26bps.

The average premium of A shares over H shares
in our portfolio is now +169.7%. This compares
with a market average of +17.2% as expressed by
the Hang Seng Stock Connect China AH Premium
Index.

Review of 2018 and Outlook for 2019

Share class opportunities were relatively scarce in
2018, with a general lack of volatility in the various
pairs in our universe. We are looking forward to the
launch of China Depositary Receipts and Shanghai-
London Stock Connect in early 2019.

Geographic Attributions
Malaysia and India were the largest positive con-
tributors by geography in December (Table 3), due

mostly to holding company positions. Japan was
the laggard for the second month in a row.

%
Malaysia 0.99
India 0.25
Other 0.21
China -0.26
South Korea -0.32
Japan -0.84
Total 0.02

Table 3: Geographic Attribution6

Positioning
December saw the number of fund positions at or
above 1% of NAV at 38 (Table 4), compared with 42
the previous month.

Long Short Total
Event-driven 10 5 15
Holding Company 9 9 18
Share Class 2 3 5
Total 21 17 38

Table 4: Long and Short Positions ≥ 1% of NAV

Gross exposure was +15.3 points month-on-
monthwhich almost all came from the event-driven
strategy. Net exposure was -22.7 points, also pri-
marily from event-driven. Figure 2 on the next page
shows the strategy breakdown.

Long Short Gross Net
All Positions 95.5 76.6 172.2 18.9
Top 10 Long 56.4 0.0 56.4 56.4
Top 10 Short 0.0 50.7 50.7 -50.7

Table 5: Portfolio-level Exposures (% of NAV)

Figure 3 on the following page shows that Japan
has now taken over from India in the ranking of ge-

6“Other” refers to P&L items which are not directly at-
tributable to a geography, or to geographies which contributed
minimally this month.
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Figure 3: Geographic Exposures

ographic gross exposure, with Australia third. Both
Japan and Australia gross increased in December.
On a net basis, Japan had a swing of -15.0 points as
we decreased long exposure to various cash tender
offers.
Figure 4 shows the sector breakdown, which

shows a change of -11.4 points in Consumer Discre-
tionary net – driven by the completion of a Philip-
pines deal and a new short position in Japan.

Finally, Figure 5 shows the market capitalization
breakdown, which shows an increased short expo-
sure to the $1bn - $5bn segment – driven by the
Japanese event-driven position mentioned above.

Damian L. Edwards, CFA
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Figure 4: GICS Sector Exposures
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Figure 5: Market Capitalization Exposures
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News Round-up7

M&A activity continued into the new year:

• Australia’s largest listed bulk grain handler
Graincorp (USD 1.7 billion) received an un-
solicited indicative proposal from Long-Term
Asset Partners Pty Ltd (LTAP) at a premium
of 29.9% to its last traded price. The board of
Graincorp is engaging with LTAP to assess the
proposal’s value to shareholders; however the
board noted that the deal is still subject to sev-
eral conditions including due diligence and it
involves a complex financing structure with
significant leverage.

• KKR group reduced its offer by 9.8% versus
its previous indication for Australia’s MYOB
Group (USD 1.4 billion) after completing due
diligence. The board of MYOB has agreed to
recommend the scheme but has negotiated for
“go shop” arrangements that allow it to solicit
competing proposals until 22 February.

• Hong Kong property developer Hopewell
Holdings (USD 4.3 billion) received a privati-
zation offer from a consortium led by its chair-
man, Gordon Wu, at a premium of 46.7%. The
consortium already owns 36.9% of the com-
pany and will require 75% of disinterested
shares to vote in favor and less than 10% to
vote against the resolutions for the deal to go
through. We note that the blocking stake is
worth USD 257million and thus currently view
the deal as likely to go through.

• The Energy Regulatory Committee of Thailand
approved a revised plan from Global Power
Synergy (GPSC) to buy Glow Energy (USD
4.0 billion). The deal remains subject to Glow
diversifying its SPP 1 business, which provides
power to industrial customers in Map Ta Phut
region, alleviating concerns that GPSC would
control a monopoly on private power purchase
agreements in that region after the merger.
Revised terms of the deal have yet to be an-
nounced.

• The board of India’s FMCG manufacturer Hin-
dustan Unilever has approved a scheme of

7With thanks to Anson Ho.

amalgamation with GlaxoSmithKline Con-
sumer Healthcare (USD 4.6 billion) subject to
obtaining requisite approvals from statutory
authorities and shareholders. The all equity
merger implies a 5.9% premium to GSK’s last
price.

In the holding company space, spin-off activity
cooled amid the festive season and increased uncer-
tainty in the markets: Xinyi Solar (USD 2.9 billion)
has withdrawn its plan to spin off its solar farm
operations on the Hong Kong Stock Exchange in
view of stock market volatility.

Upcoming points of focus include:

• Regulatory approvals for Bank Tabungan Pen-
siunan, Delta Electronics, Ci:z Holdings, Clar-
ion Co Ltd, Little Swan, GlaxoSmithKline Con-
sumer Healthcare

• Shareholder approvals for Trade Me Group,
Hopewell Holdings, MYOB Group, Eigh-
teenth Bank, Bank Tabungan Pensiunan, Glax-
oSmithKline Consumer Healthcare

• Acceptance rates for M1 Limited Singapore,
Ci:z Holdings, Clarion

• Possible further counter-offers for MYOB
Group

• Possible revised offers for Navitas Ltd

• Results of due diligence for Healthscope Ltd,
Graincorp

Fund Overview

Assets Under Management
$16 million

Investment Strategy
Metrica Asia Event Driven Master Fund aims to gener-
ate low-volatility, market-neutral returns by investing in
event-driven and relative value trading opportunities pri-
marily in Asian equity markets. The fund’s positions are
categorized into three strategies:

1. Event-driven: securities affected by announced cor-
porate actions
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2. Holding company: securities with significant value
deriving from ownership links to other listed secu-
rities

3. Share class: multiple securities issued by the same
entity

CIO Background
Damian L. Edwards, CFA, has 20 years’ experience in
the finance industry in Asia, of which 14 years have
been spent in investment management roles. Before co-
founding Metrica, Damian was Managing Director and
Head of Event-Driven Trading in the Discretionary Cap-
ital Group of Royal Bank of Canada, where he built a
pan-Asian event-driven and relative value equity trading
business. Prior to that Damianwas a PortfolioManager in
the Strategic Investment Group of Morgan Stanley, where
he managed a pan-Asian event-driven and relative value
multi-asset class trading book as part of the global propri-
etary trading group. Damian has an MBA from London
Business School, and an MA in Computer Science and
Law from the University of Cambridge.

Service Providers
Prime Broker Morgan Stanley
Administrator SS&C Technologies
Legal Rajah & Tann, Dechert, Walkers
Audit & Tax PwC
Compliance Principium Consulting
Technology Enfusion, Eze Castle

Terms
Minimum Investment US $1 million (subject to di-
rectors’ discretion)

Management / Performance Fee Class A (Open)
1.5% and 15%; Class B (Closed) 1.0% and 10%. High
water mark applies.

Liquidity Monthly redemption with 45 days’ notice.
3% fee if redeeming within first year. 20% fund-level gate,
suspended until cumulative subscriptions reach $50m.

Legal Structure Metrica Asia Event Driven Master
Fund is an exempted company incorporated with limited
liability under the laws of the Cayman Islands. Invest-
ment into the Master Fund may be made through Met-
rica Asia Event Driven Feeder One which is a Cayman-
domiciled entity suitable for non-US and US non-taxable
investors. Both entities are managed by Metrica Partners

Pte. Ltd., a firm regulated by the Monetary Authority of
Singapore.

Investor Relations
Please direct inquiries to:

David Mulvenna, Chief Operating Officer
Metrica Partners Pte. Ltd.
50 Raffles Place
#31-05 Singapore Land Tower
Singapore 048623

Telephone: +65 6904 1992
Fax: +65 6826 4192
david.mulvenna@metricapartners.com

Metrica Partners is a member of the Alternative Investment
Management Association.
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Important Notice
Please consider the investment objectives, risks, charges
and expenses of Metrica Asia Event Driven Master Fund
(“the Fund”) before investing. The prospectus for the
Fund contains this and other information and can be ob-
tained by contacting us at the address above. Please read
the prospectus of the Fund carefully before investing.

Past performance is not indicative of future returns.
An investment in the Fund may be deemed specula-

tive and involves significant risk. It is designed only for
experienced and sophisticated persons who are able to
bear the risk of the substantial or total impairment or
loss of their investment in the Fund. Investors should
understand such risks and have the financial ability and
willingness to accept such risks for an extended period
of time. The Fund is not a complete investment program
and should represent only a portion of an investor’s port-
folio management strategy.

This newsletter has been prepared solely for the infor-
mation of the person to whom it has been delivered by
or on behalf of the Fund, and the information contained
herein may not be reproduced or used in whole or in part
for any other purpose, normay it be disclosedwithout the
prior written consent of the Fund. By accepting receipt
of this newsletter, the investor is deemed to have agreed
not to duplicate or provide copies of this newsletter to
persons other than such investor’s professional advisers
solely for the purposes of assisting the investor in mak-
ing an investment decision in respect of the Participating
Shares.

The Fund is offering shares solely pursuant to its
prospectus, and any information regarding the Fund or
shares in the Fund that is not contained in the relevant
prospectus shall not constitute an offering of shares in
the Fund. Consequently, this material has been prepared
solely for informational purposes and is not an offer, or a
solicitation of an offer, to buy or sell shares of the Funds or
any other security or instrument or to participate in any
trading strategy. No person or entity has been authorized
in connection with this offering to give any information
or make any representations other than as contained in
the prospectus or in this marketing material. This does
not constitute an offer to, or solicitation of, such person
or entity.
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