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J
ohn Foo, founder and chief investment of-
ficer of Kingsmead Asset Management, is 
not your typical Singaporean. Educated in 
the US, he spent two decades working in 
the US, South Korea and Hong Kong be-

fore returning home a few years ago. Instead 
of parlaying his overseas work expe rience  into 
a cushy job in a multinational, Foo came back 
to Singapore because he wanted to do his own 
thing. For a while now, it has been his dream 
to run a niche asset management business in 
Asia. He rents a home and hasn’t thought of 
buying one even in a falling market because 
he wants most of his capital tied up in what 
he loves. “I have my skin in the game and that 
makes me try harder for my clients and my-
self,” he says.  

An electrical engineer by training, Foo, a 
graduate of the University of Pennsylvania, 
has been a portfolio manager for 17 years. 
He worked as an investment banker at Credit  
Suisse and Merrill Lynch, covering utilities and 
telecom for six years in Hong Kong before tak-
ing the plunge into asset management. In the 
aftermath of the Asian financial crisis, he start-
ed out as a portfolio manager for State Street 
Global Advisors’ mid-cap Korea Fund, with a 
mandate to buy distressed assets. “The les-
son I learnt was that there was a lot of mon-
ey to be made investing in distressed compa-
nies,” he says. 

After his three-year Korean stint, Foo worked 
for the family office of Malaysian billionaire 
Quek Leng Chan, who had at the time sold Dao 
Heng Bank to DBS Group Holdings and was 
looking to invest in distressed assets. Four years 
later, Foo took the leap into the hedge fund 
world, joining Indus Capital Partners, which 
was started by two fund managers who had 
previously worked for George Soros.

In 2008, just before the start of global finan-
cial crisis, Foo left Indus to start a hedge fund 
with Man Group, the British hedge fund giant. 
In early 2009, Man Group pulled its US$50 mil-
lion from the fund, leaving Foo in the lurch. 
It was a baptism of fire for the new entrepre-
neur. Later that year, Morgan Stanley’s hedge 
fund unit, FrontPoint Partners, hired Foo and 
his entire team to run its Asia-focused, events- 
driven and special-situations outfit in the  
region. But in 2011, FrontPoint, which had 
problems in the US, shuttered its Asian fund.

asia fund outperforms benchmark
Three years ago, Foo launched his own Asia 
ex-Japan long/short hedge fund, with US$10 
million of his savings and a similar amount 
from friends and family. Two-thirds of the fund 
is in fundamental long/short strategies, while 
a third is in events-driven special situations, 
such as restructuring and mergers and acqui-
sitions. He has grown the fund to over US$30 
million ($40 million). Since the fund was 
launched, it has outperformed its benchmark, 
the MSCI All Country Asia ex Japan Index, by 
over 30%. “The index has been up about 5%, 
while our fund is up 35%,” Foo tells The Edge 
Singapore in a recent interview. “It’s been a 
fairly turbulent time for markets across Asia, 
but we still managed 10% annualised return 
for investors over the period.” 

So, what has helped his Asia fund hand-
ily beat benchmark indices over the past 
three years? “We have been long China and 

short Southeast Asia,” says Foo. “We believe  
Asean markets have a lot of issues right now,” 
he adds. “Terms of trade are deteriorating, 
debt levels are high and the strong US dollar 
is hurting,” he notes. “Southeast Asian econo-
mies are fairly open and you can take money 
in and out; as such, they are more vulnerable 
to these fund flows.”  

Foo likes China, both domestic A-shares as 
well as Hong Kong-listed H-shares. “I see a lot 
more volatility in global markets in 2015,” he 
says, with low oil and commodity prices, mas-
sive quantitative easing in Europe and Japan, 
wild currency swings and the first interest rate 
hike in the US in nine years. “I think cheap 
oil will make China and India more competi-

tive because input costs will be lower,” he ar-
gues. Kingsmead’s flagship Asia fund has ex-
posure to India as well as a small position in 
Australia. “In India, stocks were very cheap 
a year ago, but valuations are starting to get 
stretched,” he notes. “I like the India macro 
story, but as a value investor, it is getting hard-
er to buy good stocks in India.”

He believes there is still a lot of value in  
Korean stocks. “The problem is, while the mar-
ket is cheap, corporate governance is poor, so 
you need to be very careful there,” he says. 
“We think the Hong Kong mid-cap space looks 
fairly attractive now because a lot of inves-
tors have been selling stocks there and buy-
ing China A-shares,” he adds. Foo believes 
Chinese stocks will do well this year as the 
central bank keeps cutting rates and Beijing  
policymakers push their reform agenda and use 
more stimulus measures to boost growth. He 
likes the healthcare sector in China, which he 
thinks is a secular growth story. “We also like 
infrastructure, renewable energy and waste-
water stocks in China,” he says. 

He is neutral on Singapore, as he believes 
the property downturn could be prolonged, 
and is avoiding Malaysia, as he sees no up-
side in the foreseeable future, but is shorting 
Indonesia and Thailand. “I think it will be a 
challenging year for companies in Southeast 
Asia, so we have some shorts in those two 

markets,” he says. “The Philippine economy is 
doing very well, but the market is too expen-
sive. I might be a buyer if they have a strong 
correction there.” 

‘differentiated approach’
Because markets are likely to be more turbu-
lent over the next year or so, Foo believes in-
vestors in Asia might be better off diversify-
ing into hedge-fund products. “There are times 
when it is better to have a ‘long only’ approach, 
but the veteran Singaporean investment man-
ager says now is not the time, particularly for 
investors in the region. 

Why does Foo think he has what it takes 
to make it in the fiercely competitive hedge-

fund space in Asia? “I have a differentiated ap-
proach to investment management because of 
my background in managing distressed assets, 
running a family office as well as my last dec-
ade in the hedge-fund industry,” he says. His 
strategy in his flagship Asia fund is to be 80% 
net long and 20% short. “You want to capture 
as much of an upside as you can when things 
are good, but you also need to protect and pre-
serve capital on the downside,” he points out.  

Secondly, he sees himself as a true value in-
vestor. “There are times when value investors 
underperform, but the key is to stick with the 
value approach rather than chase momentum 
stocks,” he argues. “Value investing requires 
a very disciplined approach.” He is also a fan 
of contrarian investing. “Whenever I find peo-
ple selling down a stock or switching away to 
a new fad, I try to learn more about that un-
loved stock to see if there is value there,” he 
says. “The one thing I learnt early on is that if 
you are just going with the herd, you are prob-
ably not going to make money.”

In August, Kingsmead launched a niche 
US$10 million Indochina and Vietnam fund 
in addition to its flagship Asia fund. Since 
there are only two listed companies in Cam-
bodia and Laos, the Indochina fund current-
ly is wholly Vietnam-focused. Why a frontier 
market like Vietnam at a time when oil prices 
are down, regional currencies are under pres-

sure and macro economic forecasts are being 
revised downwards? “For one thing, a lot of the 
problems that investors associated with Viet-
nam when the market last peaked in 2007 have 
more or less disappeared,” he argues. Property 
prices have corrected 60% to 70% in US dol-
lar terms from the peak, he notes. Secondly, 
the inflation rate has fallen from 17% to 18% 
a few years ago to under 5%. Moreover, in the 
last few years, Vietnam has come into its own 
as a foreign direct investment (FDI) venue of 
choice, particularly in manufacturing. Japanese, 
South Korean, Taiwanese and European com-
panies looking to expand their manufacturing 
footprints are increasingly choosing Vietnam 
instead of China, where costs have been soar-
ing, he notes. “In China, it costs on average 
US$600 a month to employ a textile worker. 
In Vietnam, it costs just US$200 to US$250 a 
month and the productivity is very similar.” 
In Sri Lanka, it costs US$350 to US$400 and 
in Bangladesh, it is about US$150. 

‘vietnam in a sweet spot’
As export-led manufacturing has boomed, Viet-
nam has gone from being a current account-deficit 
country to one that has a growing current-account 
surplus. Vietnam also has one of the youngest 
demographics in the region. Less than 20% of 
people own their homes. “In many ways, Viet-
nam is where Thailand was more than 20 years 
ago,” Foo says. With improving macroeco nomic 
fundamentals and growing FDI in manufactur-
ing, Vietnam is in a sweet spot right now, he 
argues. The Asian Development Bank recent-
ly raised its 2015 GDP growth forecast for Viet-
nam — the only Southeast Asian nation whose 
growth forecasts were raised. “The dong is up 
against every Asian currency over the past year 
except the Hong Kong dollar,” he notes. “There 
is a misperception that falling oil prices hurt 
Viet nam. Our own sense is that falling oil pric-
es are at best neutral for them.”

He concedes that a lot of Asian investors 
have been burnt over the years by plunging 
into Vietnam too early and are reluctant to take 
another dive. “In US dollar terms, the market 
is down nearly 70% from its peak, so it looks 
good from its current low base,” he says. 

Kingsmead’s Vietnam fund is a small-cap 
fund that invests mainly in second-tier firms 
rather than those among the top 50. ”The big 
stocks are all overvalued, but there is real op-
portunity in companies that are No 51 to No 
250,” he says. “We want to invest in under- 
researched, under-covered companies that are 
flying under the radar but growing rapidly,” he 
says. “There is no point chasing big stocks that 
everyone has in their portfolio because they 
are expensive.” Since the Kingsmead Vietnam 
fund started, the market has been down 15%, 
while the fund has gone up 3%. “We have out-
performed the index by about 18%,” Foo says. 

What is he buying? He is not interested in 
consumer stocks in Vietnam because every 
other fund manager is chasing them. “Stocks 
we like are industrial park operators, cement 
companies, companies that are benefiting from 
the boom in manufacturing FDI.” He notes 
that Amata Corp PCL, Thailand’s leading de-
veloper of industrial parks, has said Viet nam 
is likely to generate more than half of its rev-
enues over the next few years. While there 
are opportunities aplenty in markets such as  
China, Vietnam and India, Foo says investors 
need to tread cautiously this year.

China, Hong Kong small caps, Vietnam 
stocks look good, says Kingsmead’s Foo

Foo: There are times when value investors underperform, but the key is to stick with the value approach
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