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Headline: His only regret? Not learning invest sooner

Civil servant Chan Choon Yuan says analysing a company's balance sheet is crucial to investing wisely. PHOTO. DON WONG FOR THE STRAITS TIMES

Me Money

His only regret?
Not learning to
invest sooner

that’s when I learnt that 1 prefer
lysis.”

spect towhen the firm’s bonds ma-

For companiesin troubled indus-
tries, | find out the liquidation
worth of the company’s assets.

Sometimes, [ invest in companies
without much analysis, but these
are special situations.

Once | determine that a company
has merits, I will use simple techni-
cal analysis to determine a good
time to enter, such as a relative
strength index below 30.

First, I look at macroeconomic
factors, then choose the industry,
and look at the alpha stocks or the
better companies there.

On the balance sheet, I study the
notes on the liabilities, how much
interest the firm has to pay, when
the bonds mature, and how the
loansare structured.

For one of my earlier invest-
ments, I looked at the assets and re-
alised they were quite conservative
in their valuation. If the companies
were to realise the assets, | knew it
could reap gains.

After looking at the balance
sheet, | compare the assets’ values
with the cash flow - and project
whether the cash flow can meet
the liabilities that are maturing.

Especially in times of crisis, | ask
myself if the company I am invest-
ing in will be able to stay solvent
three years from now, based on
what [ see on the balance sheet.
When it comes to forecasting num-
bers, I use qualitative factors.

QWhat'sinyour portfolio?

A About 45 per cent s in five stocks
now, 15 per cent in PZP
(peer-to-peer) investments, an
the restin cash and short-term. cash
equivalents. The total net worth is
about $250,000 which fluctuates
because of the stocks.

My one-year returns are about a
negative 25 per cent because of my
holdings in Penguin and Ezion,
which are affected by the current
oil crisis.

But my five-year returns are
about 21 per cent, or a 4 per cent
compounded annual growth rate,
boosted by lucky investments such
as Valuetronics, Global Invacom,
SuperBowl Holdingsand KSH.

1also hold stocks in steel special-
ist TT] Holdings. 'd invested initaf-

Iti

Italsoallows him tosleep soundly
at night as he is certain of the rea-
sonsbehind his tock selections.

Hisonly regret is not having start-
ed investing at an even younger
age, giving himself more time to
learn from his mistakes.

He cites the Rule of 72 - knownas.
such in finance because at 10 per
cent interest, money would double
every 7.2 years. It helps you work
out when your money will double at
a given interest rate, assuming tl
interestis compounded.

“IF 1 have a 4 per cent return, my
money will double in 28 ears. Il
have a longer timeframe to learn

in terms of management, cash
flow-generating ability and its bal-
ance sheet. For Penguin Holdings,
an offshore support company, the
balance sheetwas strong.

T'm just trying out P2P invest-
ments. An Epicentre Holdings
bond makes up one of the biggest
portion of my P2P investments so
far. It gives an annual return of
about 7 per cent to 8 per cent. I've
another seven months lefc and
hope there will be no defaults. As a
bond-holder, the balance sheet is
the most important

QWhat's the mast extravagant thing

repeat them and enjoy my returns
foralonger period.”

QMoneywise, what were your _

Civil servant started investing at 22, with $50k from NS and temp jobs

part of it was achieved through
self-study.

growing-up.
Al'vealways been frugal and saved
a lot of my pocket money. 1 save
about 70 per cent to 80 per cent of
my pay cheque, and spend on food
and transport

Talso used to be in a recreational
running group called SMU Run. I
prefer recreational running as it
docsn't costa thing.

A That will be an upcoming trip in
three months’ time to Iceland and
Norway for about $4,000. 1 am
splurging on the trip as my friend
says it will be our last chance to see
the aurora borealis (Northern
Lights) before the phenomenon
starts acyclical fade.

QHowareyou planning for
retirement?

AMy target now is $2 million. Since
T'm actively investing, | have term
insurance, I'm covered under a
group term plan for $150,000 and a

y
investing?
A My father was a bank executive
and retired quite early - in his carly
50s. 1 was curious about how he
‘managed to do that, and learnt that
he managed his money well. His re-
turns were even better than from
bankdepositsor funds.

But he was investing duringa peri-

P “When you study more about fi-
nance, business and the economy,
you learn that every sector is
cyclical, except for utilities and
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better understand financial state-
ments, even though he was then a
political science student. His aca-
demic background has helped him
tie in what he learns about the
worldand the economy, but a large

“When I first started, | saw a lot
of research reports on online brok-
ering platforms, but they were
mostly penny stocks. I'd listened
to some of the research reports,
which didn't turn out well and

9

1learnt that in equity investing,
over the long term, you'll be able to
accumulate enough. The longer you
invest, the less panicky you'l feel
about managing your money.

QDescribe your investing trategy.

A Growth and value investing are
my cornerstones. | analyse the bal
ance sheet, project the operating
cash flow of the busmes&, and

Term plans are much cheaper
than whole-life plans and, re
turns-wise, I prefer investing on my
own. If you invest on your own, or
inan index - which requires less ef-
fort - you can earn more than from
awhole-life plan, if you doit right

The funds behind whole-life or
endowment plans are also invest-
edin stocks, bonds and properties,
solwonder if we can replicate that
ourselves

I'd substitute bonds with volun-

tary contributions to the CPF Spe-
cial Account, and the equity com-
ponentwith the STIETF.

QHomeis now...
A A Housing Board flat in Pasir Ris
withmy parents.

cvit
onhisimvesting strategy

check liquidity with re-

Worst and best bets tol1cents, When brokerage charg-  to index funds, like the Straits and leisure arm, which 1boughtin  through Government Land Sales,  bought it at more than 40 cents,
es are added, my loss was more  Times Index exchange-traded ~February2013. That'swhenlleamt which was also conservativelyval- ~ and sold at more than 70 cents.
fund (ETF). If you don't have investing through the balance ued. It built a hotel and the price ~ This was among the highest re-
investing mistake? Reports make stocks soundgood  enough passion and interest inin-  sheet wasmuch wentup. turns in the shortest timeframe.
A The first few times | bought and the sectors they are in sound  vesting, stick to passive investing I wasreading some of the forums Lnoung at the balance sheet,  1f1 had bought the stock in 2010
stocks after reading brokerage re-  like they're booming. Don't follow  in ETFs. and also realised there was a prop- it was forced to sellit, the ~ or2011, Iwould have been stuckun-
ports. For instance, one of the whatanalystssaytoomuch. erty near SMU back then, held by pricet couid be soldat woulddefi. £l 2013. Luck played a part, but at
stocks was Renewable Energy — Butyoustil alotfor Q. Bowl. least ] thanks to
Asia, which makes wi Exchange, erties were conservatively valued  valuation gains. my study of stocks.
components. there's no running away from it. If  AThe now private SuperBowl Hold-  at cost from the 19805 and 1990s. 1 got lucky when it was priva-
Ibought it at 20 cents,and it fell youdon'twant tostudy them,stick  ings, which is Hiap Hoe's sports It also bought a Balestier site tised by Hiap Hoe later in 2013.1  Rachael Boon
stocks was Ktnewable Lntrgy But y tor g your vese upersowl. nigher. tNanks t
Asia, w)uch ‘makes i h i erties were conservatively valued  valuation gains. mystudy of stocks.
components. there’s i fromit.If A i 1990: 1 got lucky when it was priva-
Tboughti at20 cents,andit fell youdon'twanttostady hemstick ings, which is Hiap Hoe's sports It also bought a Balestir site  tised by Hiap Hoe later in 2013.1 Rachasi Boon

Source: The Sunday Times @ Singapore Press Holdings Limited. Permission required for reproduction



