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New hedge fund targets
u nder-covered emerg i ng
companies in Asia

Opalesque: You invest in growth companies in Asia.
Does it include private equity?

three to five-year period, if not longer.

Ayaz Motiwala: We invest only in listed companies.
Asia, our focus is primarily on four countries; lndia,

because large hedge funds or mutual funds, large
security houses, and the media are focused on where
the action is, i.e. B07o of the traded volume in terms of

lndonesia, Thailand and Hong Kong/China. We may

cash and futures and options in these top 100 stocks

also own a few stocks in in Malaysia or Philippirres,

in the context of lndia.

like we do right now, but the core focus lies in these
four countries, and the reason for the choice is the

The total market cap of listed companies in lndia

While we are not restricted on any country in

The S&P Emerging Asia 40, an

index providing exposure to 40
leading companies from China,
lndia, lndonesia, Malaysia, the
Philippines and Thailand, is up
-ro-date (YID), to

opportunity set

is in those countries.

3.7 5o/o y ear

"There is a lack of coverage for companies listed in

mid-June, and down 11.7o/oin
Ayaz Motiwala
the 1 2 months. A hedge fund that
will celebrate its first anniversary
in July prefers to invest in the non-leading listed
companies in Asia, and is prepared to hold long term

Ayaz Motiwala: I am an lndian national. I have been

positions. So far, it is in positive territory.

in Hong Kong now for the last nine years. I started

The Amala Emerging Asia Fund was launched in
July 2015 and is domiciled in the Caymans. The

investment manager

is

Cayman-based Amala Capital

Management, and the sub-manager is Hong Kongbased Nivalis Partners, which was incorporated in
201 3.

Ayaz Motiwala, who joined Nivalis in2014 as portfolio
manager from Samena Capital, spoke to Opalesque

about the fund, which lras returned about 2% YTD
and close to 10lo since inception (to end-April).

lndia beyond the top 100."
Opalesgue: Tell us about this opportunity set.

my investment career in lndia in 1996, and over time

what I have noticed, both working in lndia and then
coming offshore

is that there is a lack of coverage for
companies listed in lndia beyond the top 100. We do

a basic screen on names below

top 100 and use our

process on top ofthat.
So our focus is on investing in small and mid-cap

emerging companies. The core idea is that these
companies are under-researched as a starting point,
and then we like to buy Into quality businesses.
For us, one rnetric amongst many which captures the
essence of quality is sustainable and high returns on

capital to the relevant country's cost over at least a
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On one end, there is a structural undervaluation

is

a $1.5 trillion, and if you were to take a typical 80-20,

which

is the case in lndia, then nearly $300 to $400
billion of market is not appropriately covered by the
market participants, which is where the opportunity

for

is

us.

And if we were to distillate that with our quality
parameters, in the form of sustainable businesses with
high return of capital, then you can come down to a
decent set of 30-50 companies in lndia as a starting
point to do bottom-up research. And then at most
points in time, companies would be in or out, based
on the valuation comfort that you have and you could
end up owning 10-15 names in India.
This has essentially been the core learning over time

in my professional capacity in earlier firms, including
Highbridge Capital, New Vernon and Birla Sunlife
Asset Management.
We offer this as a proposition to investors, where

typically from an actionable point of view, it is a lot
more legwork and involves a lot more effort-driven
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approach to investing versus buying an

ETF

on the

fact that we operate out of Hong Kong, where we

region.

have company meetings or analyst meets, etc.

This is a good way for investors to participate in this

Opalesque: Have you already increased positions over

unique exposure, and combined with that, hopefully,
we have the tailwind of the smaller companies and

time?

the growth opportunlties in front of thern.
"We anticipate almost 80-100 days on a

2S0-working day calendar to be in these four

countries."

Ayaz Motiwala: Yes, we are configured to be able

Ayaz Motiwala: Yes. We are currently under $5
million. At this size, we don't have any particular

to short a stock. We are currently not putting up any
short positions either as an index or single stocks, but
we could. As things stand today, we are bullish on the
security that we own and are using cash as a tool to

constraint on getting involved in any position
and also upsizing those positions as we get more
subscription. From where we started in July last year,
our assets under management have gone up by 5070.
So we have been able to scale some of

Opalesque: Does your trading involve shorting?

the positions.

"The whole idea is to be a more medium term
investor, taking advantage of the illiquidity and the

hedge.
Opalesque: Any last comment?
Ayaz Motiwala: We thlnk this is a long-term journey.
It's not an easy climb. From a product sense it is
differentiated. Moreover, we actually are belrevers in
that and also we have invested a substantial portion

of our savings in the fund.

time,"
I

Opalesque: How active are you in your holdings?
Ayaz Motiwala: lf you are asking me "active" as in
"acl.ivist," the straight answer is no.

active, also very limited. The whole idea is to be

a

more medium term investor, taking advantage of
the illiquidity and the time, because some of these
Opalesque: So the investment process involves a lot
of traveling and research.

names are considered either small or have shorter

term issues, which

is

why you can get quality at a

reasonable price.
Ayaz Motiwala: Yes. lt is indeed research intensive.

Between me and the colleagues at Nivalis, we
anticipate almost B0-100 days on a 250-working day
calendar to be in these four countries, other than the
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We want to actually take advantage of time and

liquidity. We need to sit through a period of i B to 36

months for them to truly deliver to their expectations.

www.olralesque.com
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life and as a college student, so I have invested and
watched a lot of these stocks compound wealth.
This has given me the confidence in our process and

believe it should work in the long-term.

lf you are asking me in terms of activity as in trading

Mumbai

have been personally investing all of my professional

B.
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