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In a brief interview, Portfolio Manager
Ken Applegate discusses investing,
surfing, and the trials and tribulations
of Kung Fu.

YOU WERE A SERIOUS COMPETITOR IN MARTIAL ARTS
FOR MUCH OF YOUR LIFE. WHAT WAS IT LIKE
COMPETING IN KUNG FU ON THE WORLD STAGE,
AND HOW DID YOU GET STARTED?

When | was a kid, my parents threw everything at
me—music, sports and any kind of activity. It was the
"spaghetti theory" of seeing what sticks with a child.
Kung Fu was one of the things that stuck most. At age 11,
| became New Zealand's youngest black belt. When | was
14, | won the world junior championship in Singapore.

| stepped back from the sport for a while when | was
17. My instructor, who was like a second father to me,
had passed away. | needed some time to process this loss
but re-emerged to win the adult world championship for

my weight division in 1991.

Kung Fu was a really big part of my life. It taught me
about discipline and how to respond when faced with ob-
stacles and challenges. It also gave me better control
over my mind and body. There's an element associated
with Kung Fu called chi. It's the practice of activating the
natural energy in your body. You can distribute chi to
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different parts of your body, which can be utilized for
many things, such as health and self-defense. We prac-
ticed it a lot. As part of the test for my fourth-degree
black belt, my chi was tested by someone hitting a
wooden baseball bat on my shin. In another test, a car

ran over my stomach.
ARE THERE ANY SECRETS TO KUNG FU SUCCESS?

I'm a believer in the concept of the aggregation of
marginal gains. There are no shortcuts. You're always
evolving and trying new things. Some don't work and you
learn from them. Some do work, and then you work on
them to perfection. All those little things come together

into something very powerful.

ARE THERE ANY WAYS MARTIAL ARTS HAVE
INFLUENCED YOU AS AN INVESTOR?

It gave me an opportunity to travel at a young age,
which fueled my curiosity about the world and different
cultures. By meeting people around the world, | learned
to look at things through someone else's lens. | think
that's crucial to investing. To successfully invest in a
country like Japan for example, the last thing you should
do is go in with a Western viewpoint and think you know

what you're talking about.

The discipline and opportunity to compete at the
highest level also applies to investing. | have a fanatical
discipline to how | invest and am open-minded to try
things that can increase my probability of success. The



structure and process matter a great deal, and | don't
deviate from that discipline when things are going well or
poorly.

YOU'RE INVESTING ACROSS A WIDE RANGE OF
INTERNATIONAL MARKETS. WHAT ARE SOME KEY
NUANCES THAT COME WITH INTERNATIONAL
INVESTING AND SOME DIFFERENCES YOU FIND
FROM ONE COUNTRY TO THE NEXT?

Management teams from different countries com-
municate very differently. For example, in some cultures
management teams look to save face by trying to avoid
sharing bad news. This means we frame our questions
differently when we're having discussions with them.

In international investing, it's also important to look
through the lens of the customer in that market to deter-
mine if a product or solution is viable. We find plenty of
examples in which a company creates a short-term solu-
tion to a problem, and it gains widespread adoption.
Whereas in other countries, companies would prefer to
wait for a more holistic, scalable or sophisticated solu-

tion.

Another important aspect to consider in international
investing is home-country bias. Investors within a home
market can look inward when they think about compa-
nies in their own country. They may not give companies
much credit when the company is expanding a product or
service outside their home country. If you can think about
how that company's product may be adopted globally,
you may find an opportunity that other investors in the
home market don't appreciate.

IF YOU HAD TO PICK A FAVORITE SECTOR TO INVEST
IN, WHICH WOULD YOU CHOOSE AND WHY?

| like what | call the "non-sector”"—companies that
don't fit well in a particular sector and have a uniqueness
to them. These types of companies often don't have as
many sell-side analysts covering them and don't get cov-
erage from a sector specialist at a large asset manager.

For example, one of the first stocks | recommended as
a young analyst was a private-education company. That
doesn't fit neatly into a specific bucket. As another ex-
ample, | invested in a company that was the market
leader for equipment in the diamond industry. It was
listed in Singapore, based in Israel, with its biggest cus-

tomers in India and end-customer demand concentrated
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“By meeting people around the
world, I learned to look at things
through someone else’s lens. 1
think that’s crucial to investing.”

in the U.S. The company couldn’t be square-pegged into
any sector or geographic classification, but it was a fan-
tastic business and an exceptional investment.

WHAT'S THE BEST PIECE OF ADVICE YOU RECEIVED
ON INVESTING?

Focus on what really matters about a company.
When | was a less experienced analyst, | would forecast
quarterly results for the companies | covered. | recall that
for one particular company, my estimate for sales, gen-
eral and administrative (SG&A) expenses was spot on for
one quarter. | was so proud of having this one line item
exactly right, but my portfolio manager pointed out that
this particular item was largely irrelevant. He taught me
that not everything matters. Only a few items tend to
matter a lot, and it's best to focus your time and energy
on those critical details.

WHAT'S ONE OF YOUR FAVORITE QUESTIONS TO ASK
MANAGEMENT TEAMS DURING IN-PERSON
MEETINGS?

| like to ask, "What is one thing most people don't get
to know about you until they're with you for six months?"
You can use variations of that question for other aspects.
For example, | might ask a similar question to learn
about the company's culture or business. The point is to
try and fast forward past all the marketing and promo-

tion to get to something unique.

YOU TRAVEL A LONG WAY TO VISIT INTERNATIONAL
COMPANIES—AND EVEN LONGER TO YOUR ORIGINAL
HOME COUNTRY OF NEW ZEALAND. WHAT'S THE
SECRET TO GETTING SLEEP WHILE FLYING AND
AVOIDING JETLAG?

| wish there were an elixir to help us avoid jet lag. The
best thing is to just get your feet on the ground as soon
as you arrive. | go for a walk as soon as | can. After being
stuck indoors in planes, airports and hotels, it helps to

get some fresh air.



| also have some well-defined rituals before travel. |
stop drinking coffee three days in advance of a long trip.
| also gradually move my light exposure to match the
daylight hours of the country I'm traveling to. Jetlag is
as much about light as it is about sleep. If it's nighttime
where I'm traveling, I'll even wear sunglasses while
seated on the plane.

WHAT ARE SOME OF YOUR FAVORITE THINGS TO DO
OUTSIDE OF WORK?

Surfing has always been a passion. I've surfed since |
was a teenager in a variety of environments around the
world. | keep returning to Indonesia, which is my second-
favorite surfing destination behind New Zealand. | like
the balance between peacefulness and adventure. The
ocean is beautiful, but it's also powerful and dangerous.

Music is another passion. | grew up playing piano and
have played guitar for more than 25 years. | recently de-
cided to start taking guitar lessons for the first time so |

can really focus on improving.
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