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Legal Structure

Wholesale Unlisted Unit Trust

Investment Objective

Provide investors with an annual return which
outperforms the Benchmark whilst trying to minimise
the risk of permanent loss of capital.

Investment Universe

Predominately invests in equities and is also able to
invest in debt securities, managed funds, derivatives
and cash.

Fund Benchmark

5% p.a.

Minimum Investment

$500,000. SIAL has the discretion to accept a lesser
minimum initial investment provided the investor
meets the definition of a “Wholesale Client”.

Investment Management Fee 1.5% per annum (plus GST) of the Fund’s net assets
before performance fee accruals
Performance Fee

20% (plus GST) of any return above the Benchmark,
payable annually with a “high water mark”.

Unit Pricing Frequency

Monthly

Distribution Frequency

Yearly

APIR Code

SIA0002AU

Adding investments to a portfolio requires rigorous risk identification
analyses. A manager has a greater chance of finding 20 great
investments than 100 great investments, and each additional
investment brings in new risks. Focussing on fewer positions enables
for a greater understanding of each thesis and allows for increased
expected return on the portfolio. It is for these reasons we construct
a concentrated portfolio with 15-25 core positions.
In selecting positions we apply the following six step process:
1. Fundamental valuation
2. Macroeconomic considerations
3. Catalyst identification
4. Downside stress testing
5. Investment edge
6. Portfolio fit

The Supervised Fund Unit Value since
commencement including Distributions as
at 31 December 2016
The following chart illustrates the value of $10,000 invested in the
Fund since inception versus equity indices.
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The investment team seeks to construct a portfolio which provides
investors with an annual return that outperforms other assets with
similar riskiness whilst minimising permanent loss of capital. The
investment team will invest on a global basis but has a natural
tendency to focus on the Australian market. Capital can be allocated
to equities, option contracts, foreign exchange derivatives, debt
securities and commodities. However, at least 85% of capital is
allocated to listed equity investments and cash at any given time.
The net assets of the Fund will not be geared, however the Fund may
hold leveraged positions through commodities and foreign exchange
contracts from time to time for hedging purposes.
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We believe that equity markets are inefficient and therefore offer
excellent investment opportunities over time. The inefficiencies arise
due to excesses in investor emotion, short term investment horizons
and disproportionate focus on one of the least important aspects of a
company’s financial health – a single year’s profit and loss statement.

Value of $10,000 invested since inception
$25,000

TSF After All Fees
ASX All Ords Accumulation Index
ASX Small Ords Accumulation Index
SOURCE: Supervised Investments Australia Limited. Past performance is no guarantee of future
performance and no guarantee of future return is implied.
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Fund Name

Conventional thinking is that holding more stocks reduces stock
specific risk. Research, however, shows that 93% of stock specific
risk can be eliminated by holding 20 stocks; basically each stock
added to a portfolio beyond 20 is likely to have a decreasing impact
on risk reduction (Elton and Gruber 2002). This means, effective
diversification can be achieved in concentrated portfolios.
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Relative Performance net of fees
PERFORMANCE ANALYSIS

Commentary

TSF AFTER		 ALL ORDS
ALL FEES BENCHMARK
ACCUM

Month ending 31 December 2016

-0.49%

0.42%

4.17%

6 months

19.38%

2.50%

9.94%

1 year

35.29%

5.00%

11.65%

3 years p.a.

20.76%

5.00%

6.76%

9.97%

5.00%

2.81%

Since inception p.a. (since 1 Dec 2007)

SOURCE: Supervised Investments Australia Limited. Past performance is no guarantee of future
performance and no guarantee of future return is implied.

Top Ten Holdings
Top 10 Positions

% of NAV

Kangaroo Island Plantation Timbers Ltd

32.0%

Cash

7.0%

HGL Limited

9.5%

Bell Financial Group Limited

6.1%

Gale Pacific Limited

5.9%

Samuel Terry Absolute Return Fund

4.5%

Po Valley Energy Limited

3.5%

Hillgrove Resources Limited

3.0%

Base Resources Limited

2.9%

Osprey Medical Inc – CDI

2.9%

TSF returned 7.1% during the December 2016 quarter. It was an
eventful three months for global financial markets. Sparked by the US
election outcome, global stock markets rallied as market participants
increased their expectations regarding US growth, corporate activity
and regulatory reform. TSF does not have material exposure to large
cap or high beta stocks and accordingly did not participate in this
so called Trumponomics rally. Our return was driven by company
specific circumstances. The largest positive contributors during the
quarter were Kangaroo Island Planation Timbers Limited (up 25%),
HGL Limited (up 17%), Hillgrove Resources Limited (up 75%), and
Po Valley Energy Limited (up 32%). These gains were offset by our
gold allocation, which fell by 9% in line with the decline in the price
of gold.
Towards the end of the year, Hunter Hall International Limited’s
CEO, founder and ‘key-man’ abruptly announced his departure from
the business and sold 20% of the stock at a 67% discount to the
market price. We sold the majority of our Hunter Hall shares over
the December quarter and were not materially affected by the shock
decision. Hunter Hall has been a successful investment for TSF. For
the majority of our holding, we realised a return in excess of 80%
in less than 2 years. At the day of writing, the stock has fallen 20%
since the news. TSF has a 1% allocation, down from 4% several
months ago. The recent events are a stark reminder of the key man
risk sometimes present in small companies.
Our return for calendar year 2016 was 35.3% after fees. As always,
past performance is not indicative of future performance.
The Fund is open to new investors and we welcome any queries
on the portfolio, investment strategy and outlook. The Fund’s
Information Memorandum and monthly performance reports can be
downloaded from our website www.supervisedinvestments.com/
the-supervised-fund/

How to Invest
Visit: www.supervisedinvestments.com/the-supervised-fund/
Email: invest@supervisedinvestments.com
Matthew Aspinall
Tel: +61 2 9279 4040 | M: +61 420 755 329
Email: matt@supervisedinvestments.com
Disclaimer.
Supervised Investments Australia Limited ACN 125 580 305 AFSL 317155 (SIAL) is the Investment Manager and Trustee of The Supervised Fund (TSF or Fund). Investors should consider the TSF Information Memorandum (IM) issued by SIAL before making
any decision regarding the Fund. The IM contains important information about investing in the Fund and it is important investors obtain and read a copy of the IM before making a decision about whether to acquire, continue to hold or dispose of units in the
Fund. You should also consult a licensed financial advisor before making an investment decision in relation to the Fund. A copy of the IM and continuous disclosures may be obtained from http://supervisedinvestments.com. SIAL believes that the information
contained in this document is accurate when issued. SIAL does not warrant that such information or advice is accurate, reliable, complete or up to date, and to the fullest extent permitted by law, disclaims all potential liability of SIAL and its associates. This
document should be regarded as general information only rather than advice. In preparing this document, SIAL did not take into account the investment objectives, financial situation and particular needs of any individual person. The information contained
in this document must not be copied or disclosed in whole or in part without the prior written consent of SIAL, and SIAL accept no liability whatsoever for the actions of third parties in this respect. It is present for informational purposes only and is not to be
construed as a solicitation or an offer or recommendation to buy or sell any securities. Any opinions expressed in this document may be subject to change. SIAL is not obliged to update such information. The information must not be used by recipients as
a substitute for the exercise of their own judgement and investigation. Neither SIAL nor any of their directors, employees or agents accept any liability for any loss or damage arising out of the use of all or part of, or any omission, inadequacy or inaccuracy
in this document. SIAL does not guarantee the performance of the Fund or the repayment of any investor’s capital. To the extent permitted by law SIAL, including its directors, senior executives, employees, consultants, advisors, officers and authorized
representatives, are not liable for any loss or damage arising as a result of reliance placed on the contents of this document. SIAL only provides services to wholesale clients, as defined in section 761G of the Corporations Act. Past performance is not indicative
of future performance. Information in this document is current as at 31 December 2016.

