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Message from the CIO

• February Class B +0.71% (preliminary)

• AUM $27 million (+$4 million MoM)

After a relatively quiet period for news in the
relative value space, we have a few things to write
about this month:

Pasona Group Pasona is a Japanese HR services
and temporary staffing provider which owns 53%
of Benefit One, an organizer of employee incentive
and benefit plans. Both companies are listed in
Tokyo.

Pasona was one of our first positions when we
launched the fund in 2017, and we exited all our
stake later in the year as the company became the
target of an activist campaign by a well-known re-
gional investor.

Since then however Pasona has massively under-
performed its subsidiary (Figure 1) to the extent that
its stake in the latter is worth more than three times
its market cap. This is not obvious from looking at
published price/book ratios as the stake is consol-
idated on Pasona’s balance sheet - i.e. effectively
valued at book rather than market.

Pasona has a sub-$1 billion market cap, and is
44%-owned by its founder and related entities. In

1Adjusted for corporate actions.
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Figure 1: Pasona / Benefit One share price ratio1

addition, the company does not have a particularly
strong reputation in terms of investor relations.
We believe these factors explain the limited an-

alyst coverage (only one listed on Bloomberg) and
dearth of large institutional shareholders on the
register.
While the original activist from 2017 has been

relatively quiet through 2018, their campaign web-
site is still on-line and being updated. We believe
that they still hold their stake in Pasona and are
preparing the next phase of their campaign.

In addition, towards the end of February a Swiss
investment research and advisory company added
their voice to the chorus with an open letter to Pa-
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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 0.03 0.75
2019 0.50 0.71* 1.21*

Table 1: Net Monthly Performance Since Inception - Class B (%) (* preliminary)

sona’s CEO Mr. Nambu, calling for a spin-off of
Benefit One among other suggestions.
While we are not expecting anything to happen

imminently, the extreme valuation level coupled
with the steadily building public pressure on the
company makes this a situation to watch closely in
2019.

Korean component manufacturer "S" This is a
manufacturer of power supplies and other compo-
nentswhich has a 16% stake in a LCDback light unit
supplier which was until recently worth as much
as four times its market cap.
We started to build a position in this name in

February 2018 and grew to become the largest for-
eign shareholder a few months later. We have been
in contact with management with a view to explor-
ing ways to reduce the share price discount.

However this month the company reported a sig-
nificant earnings improvement in its core business,
prompting a share price rally which reached 32%
at one point, contributing +39 bps to February’s
performance. We believe there is further upside to
come but have taken the opportunity to trim our
holdings moderately.

Japanese regional banks Regional banks in
Japan generally trade at low valuations, primarily
due to poor profitability in their core lending ac-
tivities caused by over-competition and the zero-
interest rate environment. Two recent develop-
ments may boost investor sentiment towards this
sector.
First, on 4 March, the government revised the

competition rules to ease regional bank mergers.
Previously, although the Financial Services

Agency had been encouraging sector consolidation,
deals had often been delayed or even blocked on
antitrust grounds by the Fair Trade Commission,
despite the low overall profitability of the sector.

So a relaxation of the overly strict framework is a
welcome change.

Second, on 22 February, Bank of Kyoto and sev-
eral other banks announced that they will sell part
of their shareholdings in Nintendo back to the com-
pany.

Japanese banks have historically maintained
cross-shareholding relationships with their key cus-
tomers. While the mega-banks started unwinding
these shareholdings from 2013, the regional banks
have been much slower to act due to unwillingness
to give up the dividend income.

In the Bank of Kyoto’s case, its disclosed holdings
in Nintendo and other domestic equities are worth
more than 100% of its book equity, causing high
volatility in capital ratios.

If other regional banks follow Bank of Kyoto’s
lead we believe this will be positively received by
the market. In February alone, a regional bank po-
sition in the fund contributed +47 bps to perfor-
mance.

Aveo Group A name that we have written about
frequently. The company has finally announced
the next stage of its strategic review process aimed
at narrowing the share price discount to tangible
assets. A number of bidders are apparently lining
up to buy some or all of the company.
Meanwhile, the market is starting to appreciate

the potential implications for its 24%-owned parent
Mulpha International, listed in Malaysia. Mulpha
was up 34% this month and volume was greatly im-
proved from the average. Our position contributed
+95 bps to performance.

Attributions
Given the above, it won’t be a surprise to our read-
ers to learn that the holding company strategy was
February’s top contributor, adding 104 bps to per-
formance (Table 2 on the next page).
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%
Holding Company 1.04
Event-driven -0.10
Other -0.11
Share Class -0.12
Total 0.71

Table 2: Strategy attribution2

This number would have been higher were it not
for negative contributions from a Japanese position
(-40 bps) and two Indian names which contributed
-12 bps and -28 bps.

We didn’t see any stock-specific news in India but
one factor may be the upcoming end of the tax year
on 31 March, which may be spurring investors to
sell down stocks to realize tax losses – thus we view
this as a temporary factor.

Holding company gross exposure was -22 points
over the month as we took profits in various posi-
tions. Net exposure was unchanged.

The contribution from the event-driven strategy
was -10 bps in February. The only significant mover
was a share-for-share merger in Australia where the
spread widened during the month, costing us 29
bps. This is a friendly deal and the shareholder vote
is in a few weeks’ time. Currently we don’t see any
significant hurdles to completion.
Gross exposure was roughly unchanged while

net exposure was +11 points month-on-month to
+39%. About half of the increase was from an Aus-
tralian deal. Please see the final section of this
newsletter on the following page for a summary
of recent developments in the event-driven space.
The share class strategy contributed -12 bps in

February. This was nearly all from spread widen-
ing in A/H trades – most likely the result of the
Shanghai Composite’s large out-performance over
the HSI during the month.
Overall, this brings inception-to-date perfor-

mance to +11.03% net3 (Table 1 on the previous
page).

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

3All 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.

Geographic attributions Malaysia and South Ko-
rea were the largest positive contributors by geog-
raphy for a second month in a row (Table 3), due
mostly to holding company positions. India was in
the red as spreads widened over the month.

%
Malaysia 0.86
South Korea 0.60
Japan 0.16
Thailand 0.13
New Zealand 0.10
Other -0.10
China -0.28
Australia -0.32
India -0.44
Total 0.71

Table 3: Geographic Attribution4

Positioning
February saw the number of fund positions at or
above 1% of NAV rising by two to 38 (Table 4).

Long Short Total
Event-driven 11 2 13
Holding Company 11 9 20
Share Class 2 3 5
Total 24 14 38

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

Gross exposure was -23.1 points month-on-
month which mostly came from reductions in hold-
ing company positions. Net exposure was +12.4
points, primarily from the event-driven strategy.
Figure 2 on the following page shows the break-
down.
Figure 3 on the next page shows how Australia

has overtaken India for second place in the gross
exposure ranking. Japan is still number one. Gross
exposure to Australia increased over the month but
fell in Malaysia, Korea and India.

4“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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Long Short Gross Net
All Positions 101.3 62.2 163.5 39.1
Top 10 Long 61.3 0.0 61.3 61.3
Top 10 Short 0.0 47.5 47.5 -47.5

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

Share Class

Holding Company

Event-driven

-25 0 25 50

% of NAV

Figure 2: Strategy exposures

On a net basis, Australia had a swing of +10.1
points as the fund increased exposure to various
deals.
Figure 4 shows the sector breakdown, which

shows a change of +15.0 points in the Consumer
Discretionary sector, driven partially by an increase
in an Australian transaction.

Finally, Figure 5 shows the market capitalization
breakdown, which shows an approximate halving
of the net short in the $1bn - $5bn segment - primar-
ily for the same reason as above.

Damian L. Edwards, CFA

News round-up5

Global and regional private equity houses continue
to raise sums for investments targeting the Asian
region. Notably, a US house just closed its seventh
Asia-focused private-equity buyout fund with USD
4.6 billion. A HK-based manager is reportedly tar-
geting up to USD 6 billion for its seventh vehicle,
having recently hit the first close at USD 4.5 billion,

5With thanks to Anson Ho.
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while a European house is targeting USD 5 billion
for its fifth Asia fund. We view this to be a strong
signal for ongoing high levels of M&A activity in
the region.

Meanwhile, in Japan, theMinistry of Finance pro-
posed changes to tax rules such that acquirers in
management buyouts and reverse mergers would
not have to pay tax on the difference between the
book value and the market value of the target com-
pany’s assets. The MOF aims to pass the legislation
in the ongoing Diet session and to implement the
new rules in the fiscal year beginning April.
In February, we saw one new large deal in the

form of KDDI Corp’s buyout of Kabu.com Secu-
rities (USD 1.7 billion market cap) minorities via
a tender offer at a premium of 5.8% (the deal had
been well-flagged before announcement). Post the
tender, KDDI will own 51% and MUFG will own
the remaining 49%. The deal is subject to overseas
and domestic antitrust approvals.
We also saw some progress in some of the other

transactions around Asia:

• In Australia, GrainCorp’s (USD 1.6 billion)
chairman announced at the company’s AGM
that the proposal by LTAP Partners is still in-
dicative and non-binding. He also added that
the company has received serious interest in
purchasing parts of Graincorp’s portfolio.

• Also in Australia, MYOB’s (USD 1.4 billion)
“go-shop” period in relation to theKKR scheme
ended without any superior proposals emerg-
ing. As a result, the directors of MYOB
have reaffirmed their recommendation of the
scheme. The scheme booklet is expected in
mid-late March, with the scheme meeting ex-
pected in late April.

• Navitas (USD 1.4 billion) announced that the
exclusivity period granted to the BGH consor-
tium has been extended to 1st March. The di-
rectors of Navitas continue to unanimously rec-
ommend the scheme.

• Thailand’s Glow Energy (USD 4.2 billion) an-
nounced a sale of Glow SPP1 Company to B.
Grimm Power Service. The divestment of SPP1
was required by the Energy Regulatory Com-
mission’s conditional approval forGPSC’s offer.
GPSC intends to acquire 69.1% of Glow which

will then trigger a mandatory offer for the rest.
Revised terms for the acquisition have not been
announced yet.

In the holding company space, spin-off activity
has cooled somewhat. China Aoyuan (USD2.3 bil-
lion) proposed a spin-off of Aoyuan Healthy Life
in Hong Kong via a global offering and separate
listing on the main board. Qualifying shareholders
will get assured entitlements by way of preferential
offering. The spin-off remains subject to approval
of the listing committee and board, among other
conditions.

Finally, in the share class space:

• Cosco Shipping Development’s shareholders
approved a share buyback of between CNY 200
million to CNY 300 million (USD 30 million to
USD 45 million) for a period of six months.
Curiously, buybacks on the A share line are al-
lowable up to CNY 250million while buybacks
on the H share line are only allowable up to
CNY 150 million despite the H shares trading
at a discount of approximately 70% to the A
shares.
The actual allocation has been left to the discre-
tion of the directors and management. The
company has also vouched that it will not
breach any listing or takeover rules via the buy-
backs, notably the 2% creep rule on both the A
and H share lines. Subsequently, the company
announced that it has bought back 30 million
shares on the A share line.

• January saw a record USD 7.7 billion of inflows
into China’s A-shares via Stock Connect. The
trend is expected to persist in February and
into the year. MSCI also announced that it will
be increasing the weighting of A-shares in its
indices from 5% to 20% in three steps with in-
crements of 5% each step. ChiNext large cap
shares will also be added with a 10% inclusion
factor in step 1 which will be ramped up to 20%
in step 3. This may generate more opportuni-
ties for share class trading.

Upcoming points of focus include:

• Regulatory approvals for Bank Danamon,
MYOB Group, GlaxoSmithKline Consumer
Healthcare, Trade Me Group, Healthscope,
Holcim Indonesia, Kabu.com Securities

Metrica Asia Event Driven Master Fund 5 February 2019 Newsletter



STRICTLY CONFIDENTIAL

• Shareholder approvals for Trade Me Group,
Hopewell Holdings, MYOB Group, Glaxo-
SmithKline Consumer Healthcare, Trade Me
Group, Healthscope

• Acceptance rates for Kabu.com Securities

• Possible counter-offers for Healthscope, Dae-
woo Shipbuilding and Marine Engineering

• Possible revised offers for Healius

• Results of due diligence for Graincorp, Navitas

• Revised terms for Glow Energy

Fund overview

Assets under management
$27 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
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
This newsletter is typically published on the third
business day of the month (Singapore calendar).

Please direct any 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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