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Performance Report Q2 — Q3 2018

1. Introduction

This performance report aims to provide the information from M&L Capital to the
clients on weekly basis. The contents of this report are not only about the performance
of the company in general, but also in more detail because there are assessments and
comparisons of several benchmarks that we use. Reports are also created in easy-to-
understand language in order to create comfort for clients to read. We realize that many
Indonesian people are not willing to try to invest. Frightening, costly, and complicated
impressions are the things that we really want to remove from them in order to open
their eyes that an investment is not so creepy. By providing services and reporting that
are easy to understand but still maintaining the quality and accuracy, it will be very
useful for clients who are either beginners or those who have long been in it.

We believe that the future belongs to those who invest in today and have a hope for
tomorrow. But hope is not a strategy. Clients just need to let us manage their money
because our philosophy promise them that we will take care of it like our own baby. A
mother will do everything to her baby, and so will we. We run this company carefully
with all our hearts and pay attention in detail to all its needs to make everything goes
well.

M&L Capital focuses on three sectors that have a good shares from reputable
companies. Indicators of a reputable company can be seen in terms of their finances,
also in terms of their big name or brand business. In IDX, not all companies can reach
this point because it takes a long time to reach it. Among its characteristics is that it has
been established for more than 10 years. In addition, the company also has large assets
so that it is easy to expand the business in its fields and in other fields. Especially for
companies listed on the IDX, we can assess this kind of company from its high market
capitalization and generally are also included in the LQ45 stock list.

The characteristics of consumer goods sector have resilience because it is consumed by
many people. Historically, this sector tends to have relatively stable weights. In addition,
it is driven by the government that wants to increase people's purchasing power. This
cannot be separated from the political year in 2018 and 2019 where it is predicted that a
lot of money will circulate in the community. We also chose the property sector because
even though their performance is not good on last year, but it has begun to rise again
this year. Technically, the property and construction sector index has been oversold at
the end of last year. So, it is reasonable if property stocks start to strengthen.
Performance of publicly-listed commercial property companies has great potential to
grow. This is in line with the economic growth sustained by considerable consumption.



The growth in the property and construction sector was also contributed by a rise in
some construction companies' stocks. Meanwhile, the infrastructure sector was chosen
because of the commitment from the government to build infrastructure and improve
connectivity across Indonesia. It gives a positive impact on construction stocks so that
some construction companies will get new capital to finance other projects.

Our risk profile is moderate. So it will fit to the clients that want to have stable income
and capital growth relatively with a tolerance and reasonable risk. The clients that
comfortable with modest fluctuations in the year-to-year value of their portfolio but
have some time to recover from any market downturns. Our tools to give an appropriate
stocks that fit with our clients are by using fundamental and technical analysis like Price
to Book Value (PBV) Ratio, market capital, and dividend yield. We believe that with the
various points we have mentioned above, clients will be very comfortable and trust to
keep work with us to actualize their dream in building a glorious future.
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2. Executive Summary

The slope that has happened from the first quarter of 2018 is actually normal. This is
due to the profit taking by foreign investors. Same as local investors, foreign
investors also want to realize their profits, and that is what they are doing right now.
Research also proves that there is no correlation at all between the Fed's rate hike
both with the IDX and with the movements of foreign investors in the stock
exchange. If we want to see the global market, then we can see the movement of
Dow Jones index only. If the Dow Jones drops, then it will give negative sentiment to
IDX, whatever the cause of the decline. For the record in the last 5 years the Fed has
gradually raised interest rates, and in the same period the Dow Jones index
continued to move up. So we do not have to worry too much and see the decline
that is likely to continue as an opportunity to buy flagship shares at cheap prices, just
as foreign investors do. Fortunately, a number of positive sentiments have
encourage increased public consumption in the second quarter of this year including
Eid al-Fitr, regional elections, and the 2018 Asian Games.

It cannot be denied that the incident quite affect our performance over some time
ago but along with the changes that happened we also can improved back our
performance. In the longer term we believe that our performance will have a best
result because whatever the condition is, if we can treat it good then good things will
come to us. Even if we have to fall, at least not to fall into the abyss because the
principle of our team who is work wholeheartedly will produce something that is not
half-hearted.

3. Portfolio Performance
3.1 Investment Policy Summary

We evaluate the stocks by using screener. On the screening rules, we are not only
using the price to book value ratio, but we are comparing the current price to book
value to the standard deviation of the PBV which means the average of PBV for the
last 3 years. If the PBV ration is higher than 1, then the stock is over price. We also
use Market Capital to help us find the firm that has a large cap which is higher than
10 billion. We choose the large cap one because it is very stable and dominate their
industry. So this is in line with our firm’s philosophy. We also set our dividend yield
percentage higher than 2,5% because it is the default value for the minimum
dividend yield.



3.2 Performance Return Summary

Table 1. Comparison of Portfolio Return

Quarterly
Portfolio Return -15.79%
LQ 45 0.013%
N225 0.021%
S&P 500 0.032 %

The table shows the percentage of our portfolio return compare to LQ45, N225, and
S&P 500. We choose them as our benchmark because of their good performances in
the market. LQ45 is a type of stock index that can be said as the only alternative of
IDX because basically it is made as a complement to it. It can be used as an objective
and trusted index by investment managers of financial analysts and investors in
monitoring stock price movements on the exchange. Meanwhile, The Nikkei 225
(N225) is the oldest index in Asia and has been calculated since Sept 1950
(retroactively to May 1949). This influential index is considered as the barometer of
Japan’s economy and stock market. The newspaper calculates and publishes N225
much like the Wall Street Journal does for the Dow Jones Industrial Average. Our last
benchmark, The Standard & Poor's 500 Index (S&P 500) was chosen because it is a
market-capitalization-weighted index of the 500 largest U.S. publicly traded
companies by market value. The S&P 500 is one of the most common benchmarks
for the broader U.S. equity markets. From the table we can see that our portfolio
return is -15%. It is quite far from those benchmarks because we made the wrong
strategy at the beginning which caused the value become far enough from the ideal
amount that was supposed to be.



3.2.1 Cumulative Performance
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Figure 1. Cumulative Performance of M&L Capital, LQ45, N225, and S&P500

In the cumulative performance, we use the same indices like on the performance
return summary. We make LQ45, N225, and S&P500 as our benchmarks that we
will use to compare with our own portfolio. The graph is used to describe the
cumulative performance for 5 weeks. X-axis is the number of time periods in weeks
while y-axis is the amount of money that used to invest. Figure 1 shows that M&L
Capital start to invest at IDR1.200.000 and tend to go down until week 3 at
IDR900.000. But after that, the graph rises on the week 4 and 5 at IDR1.000.000.
Start from the end of the week 3, there is a little improvement because we have
begun to correct the mistakes we made in the earlier period. Overall, the
cumulative performance of M&L Capital is not really great when compared to those
indices. It is not surprising if our cumulative performance is not good enough
because the period is too short, while we succeed to make a good improvement in
the past 2 weeks. If the period given is longer, cumulatively our performance will
improve better and ideally if it has to be compared with the existing indices.



3.2.2 Weekly Performance
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Figure 2. Weekly Performance of M&L Capital, LQ45, N225, and S&P500

Same as the reports discussed above, we try to compare our portfolio to LQ45,
N225, and S&P500. X-axis is a period of time in weeks while y-axis is the percentage
of portfolio return. In the week 1, M&L Capital and LQ45 have the negative returns.
In the second period, not only they both have a negative returns, but all of the
indices too. LQ45 has the least negative return of 0.02 so we cannot see it clearly on
the chart. The returns on week 3 are still negative, except for S&P500. The big
improvement happened on week 4 because all of them have a positive return. The
greatest achievement of M&L Capital is in the 5" week because the percentage of
our portfolio is bigger than all of our benchmarks. Actually, our portfolio always
show the improvement from week to week. The percentage of our return never
decrease, but always increase in every period and reach the peak on the recent
week.



3.3 Risks and Return Your Portfolio vs Benchmark

RISK VS RETURN
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Figure 3. Risk vs Return of M&L Capital. LQ45, N225, and S&P500

By using the same indices to compare, M&L Capital has a negative return while
others have positive results. The respective percentages of M&L Capital, LQ45, N225,
and S&P500 are -3.38%, 0.29%, 0.63%, and 0.66%. In America and Japan, they have
more investors than in Indonesia and their market condition is so competitive so no
wonder if they have big returns than us.



3.4 Risk Adjusted Performance Measures

Performance Ratios
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Figure 4. Risk Adjusted Performance Ratios of M&L Capital, LQ45, N225, and S&P500

In this part, we will describe about risk adjusted performance ratios of M&L Capital
with Treynor and Sharpe as our benchmarks. Sharpe Ratio is a good indicator in
measuring and comparing the performance that is widely used by mutual funds.
When standing alone, Sharpe Ratio is generally not very useful because it does not
provide any information. Another reason is because there is no good Sharpe Ratio
standard of how much should it be. The new Sharpe Ratio can be said to be good or
not if it can be compared with the appropriate benchmark. Not much different from
the Sharpe Ratio, Treynor Ratio is also a comparison between the return generated
with the risk of portfolio. However, the risks that are compared are only from
systematic risk (market risk) that is reflected in the value of beta. The higher Sharpe
& Treynor ratio illustrates the good performance of a portfolio. Figure 4 shows us
that our ratios is not good when compared with LQ45, N225, and S&P500. This
happens because as we discussed earlier that we took a wrong strategy but we are
sure that we could fix it on the next quarter.

Table 1 IHSG

Coefficients  Standard Error  t Stat P-value

Intercept 0.034871755 0.024331434 -1.4332 0.247245

X Variable 1 0.170889359 1.11611306 0.15311 0.888029




Table 2 LQ45

Coefficients Standard Error  t Stat P-value
Intercept -0.03475 0.024384833 1.42521 0.249322736
X
Variable -
1 -0.1572 1.06679046 0.14736 0.892195246

The result from Jensen shows a negative and not significant for both LQ45 and IHSG.
This result happen because the data that being regress is not enough. The limited
data will make the result not significant.

3.5 Portfolio Asset Allocation

Portfolio Asset Allocation
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Figure 5. Portfolio Asset Allocation of M&L Capital

M&L Capital diversifies the portfolio into the three sectors. They are infrastructure,
property, and consumer goods. In the first period, infrastructure sector has a biggest
weight at 63.28% but it decreased to 10.15% in the following week because at that
time the sector condition is not really well. So, from week 2 until week 5 the biggest
weight in our portfolio is on the sector of consumer goods because at that time
which coincided with fasting month and Eid al-Fitr, the sector is so stable. The
second largest weight is property sector and the least of it is infrastructure. The
portfolio asset allocation in the last period is much better than on the first one and it
causes a good performance for M&L Capital and bring us to get a higher value.



3.6 Portfolio Holding, Cash flow and Performance

5 Purchase Total Cost X X

. Quantity X Current Market Gain/Loss Gain/Loss

Investment Name Date's Action Stocks Symbol Price Per Trade Fees (Purchase
(SHARES) . Quote Value ($) (%)
Share Price + Fees)

WE E K 1 13-Jun-18 Initial Value of The weeks 1,200,000
PT Indika Energy Tbk (Fauzan) INDY 100 3,800 684 380,684 3,530 353,000 -27,684 -7.3%
PT Indika Energy Tbk (Nurul INDY 100 3,780 680 378,680 3,530 353,000 -25,680 -6.8%
PT Sentul City Tbk (Fauzan) BKSL 500 148 133 74,133 114 57,000 -17,133 -23.1%
PT Sentul City Tbk (Nurul) BKSL 500 146 131 73,131 114 57,000 -16,131 -22.1%
Ultra Jaya Milk Industry Thk (Fauzan) ULT) 100 1,240 223 124,223 1,190 119,000 -5,223 -4.2%
Cash at Hand 169,148
Selling Fee 2,629
TOTAL 1,030,852 939,000 -94,481 -7.9%
WEEK 2 25-Jun-18 Initial Value of The weeks 1,105,519
Agung Podomoro Land Tbk APLN 1400 181 456 253,856 162 226,800 -27,056 -10.7%
PT Buana Lintas Lautan Tbk BULL 800 140 202 112,202 125 100,000 -12,202 -10.9%
Sariguna Primatirta Tbk (Nurul) CLEO 200 1,325 477 265,477 1,220 244,000 -21,477 -8.1%
Sariguna Primatirta Tbk (Fauzan) CLEO 200 1,280 461 256,461 1,220 244,000 -12,461 -4.9%




Cash at Hand

217,523

Selling Fee 915

TOTAL 887,996 814,800 74111 | -6.7%
WEEK 3 02-Jul-18 Initial Value of The weeks 1,031,408

Sidomulyo Selaras Thk SDMU 1000 151 272 151,272 119 | 119,000 32,272 | -21.3%
PT Waskita Karya Tbk WSKT 200 1,945 700 389,700 1,845 369,000 -20,700 -5.3%
Sariguna Primatirta Thk CLEO 2000 244 0 488,000 238 476,000 -12,000 -2.5%
Cash at Hand 2,436

Selling Fee 333

TOTAL 1,028,972 964,000 -65,305 -6.3%
WEEK 4 09-Jul-18 Initial Value of The weeks 966,103

Smartfren Telecom Tbk FREN 800 99 143 79,343 93 74,400 4,943 | -6.2%
PT Waskita Karya Tbk WSKT 200 1,845 0 369,000 1,845 369,000 0 0.0%
Sariguna Primatirta Thk CLEO 2000 238 0 476,000 248 496,000 20,000 4.2%
Cash at Hand 41,760

Selling Fee 0

TOTAL 924,343 939,400 15,057 1.6%
WEEK S 16-Jul-18 Initial Value of The weeks 981,160

Smartfren Telecom Tbk FREN 800 93 0 74,400 96 76,800 2,400 3.2%
PT Waskita Karya Tbk WSKT 200 1,845 0 369,000 2,020 404,000 35,000 9.5%
Sariguna Primatirta Thk CLEO 2000 248 0 496,000 244 488,000 -8,000 -1.6%

Cash at Hand

41,760




| selling Fee | 0| | | | | | | | | |
|TOTAL \ \ \ \ \ \ 939,400\ \ 968,800\ 29,400\ 3.0% \




4. Firm’s Self Evaluation

Overall, do you satisfy with how your company managed your portfolio? Why

We are quite satisfied because we can still survive amidst the unfavorable
market conditions. Although there are some losses we have to bear, but overall
we feel that it forces us to learn deeper when we look at the slightest
opportunity and it greatly improves our analytical skills.

Which part you like the best, which part you like the least. Why ?

The thing we like is when we have to choose which company we were going to
buy because indirectly it increase our knowledge about the various companies in
this country and we become more sensitive to the latest news whether it will
affect the shares we have bought or not. We're not just learn more about the
company profile, but also analyze how they manage their companies to keep
growing and provide the highest benefit for shareholders.

The thing that we dislike is when we have to start our trading stocks in less
precise times like today. Market conditions are not really good at times and it
makes beginners like us hesitate to continue investing or not. The thing that
sometimes comes to mind is, are we really not talented in this field and it's
better not to continue or indeed the market conditions that are really not good
so at other times we have to try again.

If you can repeat the process from the beginning, what do you want to your
company do?

We want to enrich our knowledge first so when we have to make a decision, we
have thought about it carefully and there is a logical reason behind it. Unlike
now, sometimes we are still guessing or even gambling in the decision making
process because we do not have much knowledge about it. If we have better
knowledge, we are sure that our company will run better than this.



