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“Buy some stocks and wait for them to
go up, and then sell them. If they don't

go up, don’t buy them.”
— Will Rogers




} The Model: 37 Years Investing in Asian
Equities

The

Model

37 years investing
in Asian equities

Richard H. Lawrence, Jr.

Contributions by

JamesSquire, Leonie Foong & William Eeung

with James Hackett
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} Valuation Equations

* Investing is an Art

« However, Equations can Provide Benchmarks
- Red, Yellow and Green Lights

» Great Equations Incorporate Critical Components of Stock
Picking

<9

THE OVERLOOK PARTNERS FUND, L.P.



The Greatest Equation of All Time
The DuPont Equation

* Mr. Donaldson Brown

- Explosive Salesman at DuPont
- Inventor of the DuPont Model

* No Other Equation Comes Close to
Impact on Global Financial System
- Equation Invented in 1912 at Age 27
- Defines Components of Return on Equity
- In Wide Use since the 1920s

Donaldson Brown (1885-1965)

Net Income Sales Total Asset
ROE = X X :
Sales Total Asset  Average Shareholder Equity




} Valuation Equations

 Ben Graham’s Equation

P/B x P/E <22.5

 John Neff’s Equation

E.P.S. Growth Rate + Dividend Yield
P/E

 The Overlook Equation

Normalized E.P.S. Growth Rate + Operating Return
P/FE Ratio

= Value Score



} The Overlook Path to Performance

« Confluence of the Overlook Investment Philosophy and
Business Practices Create the Path to Performance

Investment Philosophy: f(IP)2f(TofP|V,S)=
{PEP:Ry>R;VI€{3,5,10}}

+
Business Practices: f(BP)2 f (ConS)=
{pEP:RIV> R, Vi €{3,5,10}}

Margin of Safety: f(IP)0f (BP)2 f(TofP|V,S)nf(ConS)=
{PEP:RFI > R, >RVt €{3,5,10}}



} Modern Finance Technology

* Help Superior Businesses Address Blind Spots

* Definition:

- Provision of private and confidential advice to Chairmen and
CEOs on issues of corporate governance and capital
management with an objective of building better public
companies.

» Ability to Identify the Real McCoys
 Hall of Fame vs. Hall of Shame
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Common Blind Spot: Corporate Structure

Samsung Ownership Structure (% of Equity) Link REIT Group Structure
Lee Family
17.0% 28% 31.5% 15% 20.8%
| ,-——"Z"; 12.3% B 3 1.4% )
Samsung SDS g Samsung Electronics /7-6% /I\ Samsung Life Custodian of assets i Ownership of Units
22.6% 13.5% 10.2% o
- HSBC Institutional Trust
/ Samsung E&M Service (Asia) Limited
5% 15.9% A E
y 17.6% 8% ?E‘
e LINK
SEMCO Samsung Heavy| /Eamsung Biologics Safnsun.g Samsung
24% 5.1% Engineering 11.2% Securities T Trustee's Fees Special
109% Manager N Purpose Vehicle
12.6% 117%
01.2% Management Services
oo N
126% 1ol Worldwide e 31% gazw [pamsung Asse LINK asser me LINK
[ramsung Srosgrs Management MANAGEMENT LIMITED HOLDINGS LIMITED
12% ¢
5 Manag F
13% COS‘: :cqc:eorvscryeszs?g
4.8% 51% - o1 -
Samsung Display Hotel Shilta S111%[— i Ownership
3% 1.9% ke
13% 0.4%
Source: Samsung, One Road Research ONE ROAD
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} Fund Managers Also Have Blind Spots

« Wall Street’s Dirty Little Secret: Failure to Deliver

 Understand the Definitions
- Time-Weighed Return (TWR)
- Capital-Weighted Return (CWR)
- The Discount Between TWR and CWR

* Never Invest in a Fund without Knowing CWR & Discount

* Legal Cap on Subscriptions Controls Growth of AUM &
Limits Discount

Updated as of Capital Time Outperformance

May 31, 2021 -Weighted -Weighted CWR over TWR*
Return Return

5 years 18.4% 17.1% 1.1%

10 years 13.3% 12.7% 0.5%

20 years 16.7% 17.2% -0.5%

Since Inception
(30 Years) 14.2% 14.3% -0.1%

* Calculated by geometric compounding.



} Environmental, Social & Governance
« Essential Part of Overlook’s DNA Since Inception
 Essential to Practice What We Preach

- Internal & External -

« Climate is the Biggest Threat

* Overlook’s Policy on Climate
- Awareness & Goals

- Disclosure & Credibility
- Leadership & Engagement

* Industry’s Approach at Right
- Page 1 of 9

« Offers Investors Opportunity for Bifurcation




The Climate Divergence

* Total Return: CYPC vs. China Coal Companies (10-Year)
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Total Return: CYPC vs China Coal Companies (10 Year)

—CYPC CYPC:

- = = Shenhua Energy 190.9%
—— China Coal Energy

., Shenhua Energy:
wreman, e, (234%)
e China Coal
Energy:
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Rebased to 100 and adjusted for dividends
Source: Bloomberg
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} Duration and Selling

« James Squire’s Chapter in The Model

* Best Description of Selling Ever Written

The Art of
Selling Equaities
Contributed by James Squaire

The best way to manage risk is to understand what you
are investing n.

— OLD WALL STREET SAYING




} Duration and Selling

* Quality of Business Drives Duration of Holding Period

* Tier 1 Business: Time Works For You
- High Returns, Low Capital Intensity, Strong Pricing Power
- Be Wary of Selling — Duration Is Infinity

* Tier 3 Business: Time Works Against You
- Buy Cheaply & Expect to Sell Cheaply

T-Tler M1/ Z:Jsll:r:)eS: y I RR Tier 3 Business
Ime Works ror You Time Works Against You

g A o A |
‘E £
3 %
°
g e
: é

1 2 3 4 5 5 8
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Holding Period =
Holding Period (Years)

= Tler 1 Business Return = == Required Rate of Return
e Tler 3 Business Retum - == Required Rate of Retum



Long-Term Valuations Tell a Story

* 18 Current Year P/Es From 2013 — 2021:
- 8 Are Higher, 8 Are About Even, 2 Are Lower than Current 2022 P/E

25x
20x
15x
10x

S5x

—+— P/E Current Year —=—P/E Forward 1 Year ——EV/EBITDA



} Bear Markets

“He'll be sorry ke missed you. But I can assure you that at ths
time we afl considered it a stock with strom g growth possibilities ?



} Bear Markets Time of Greatest Opportunity

* First Lesson Is that You Must Survive

* Prepare for, Don’t Predict, Bear Markets

- Bear Markets Hurt

* Never Question Investment Philosophy During Declines
 New Leaders Always Emerge from the Wreckage

- Bear Markets End

* Outperformance Can Last 4-5 Years

<9

THE OVERLOOK PARTNERS FUND, L.P.



} Bear Markets Hurt, but Don’t Last Forever

* Average Decline

- Average (Inclusive) -38.1%
- Average Asia ex-Japan -38.3%
- Average U.S. -38.0%
- Average Except 1929 -36.1%
* Average Duration
- Average (Inclusive) 12.1 months
- Average Asia ex-Japan 9.1 months
- Average U.S. 14.3 months

- Average Except 1929 9.2 months



Mistakes in Bear Markets Really Hurt

* Thai Property Composite Index Down from 2,400 to 30
 Down 98.7% in Local Currency, 99.3% in US Dollars

Thai Property Sub Index, 1994-1998
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2000 Last 27.93 on 10/09/98
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Source: Bloomberg.



} Investment Opportunities Improve

1997/98 2007/08

Valuation Valuation

P/E Ratio P/E Ratio
1998 5.2X 2007 10.9X
1999E 4.8% 2008E 9.1X%
2000E 3.5% 2009E 7.6X
1999E EV/ 2008E EV/
EBITDA 2.8X% EBITDA 6.4X%
1999E Yield 5.2% 2008E Yield 5.8%
Price to Book Price to Book
Value 0.71x Value 1.62X

Growth and Profitability Growth and Profitability
1999E Return 2008E Return

on Equity 17.0% on Equity 23.7%




} TSMC: Companies Also Have Models

« TSMC’s Model
- We Don’t Compete with Our Customers
- Spread Cost of Fab Over Many Customers
- Treat Everyone the Same
- Invest in Cutting Edge Technology
- Adhere to a Disciplined Financial Model

« TSMC is the Finest Public Company in Asia

P

W
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