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AFM Fund Review
Insync Global Titans Fund

Key Points: Insync Global Titans Fund

U Boutique Sydney-based fund manager established in 2009 with an
investment team of 4, with additional input from the CEO who is
responsible for all operational, risk and compliance management.

U The Global Titans Fund invests in a concentrated portfolio of 15-25
stocks, targeting exceptional, large cap global companies with a strong
focus on valuation and downside protection.

U Portfolio selection is driven by a core strategy of investing in
companies with sustainable growth in dividends, high returns on capital,
positive free cash flows and strong balance sheets.

O Emphasis on limiting downside risk through extensive company
research, the ability to hold cash and long protective index put options.
O Strong longer term track records against cash and MSCI ($A)
benchmarks, with limited drawdowns.

UThe Fund is available to retail investors with a PDS dated Sept 2013.

Management Company Overview

Insync Fund Managers is a boutique Sydney-based investment manager
established in mid 2009 by Monik Kotecha (46), whose prior career and
experience commenced in 1991 with the Abu Dhabi Investment Authority
(ADIA), one of the largest Sovereign Wealth Funds in the world. In 1994 he
was recruited by BT Investment Management in Sydney for 5 years,
including a period based in their US offices, before joining Investors
Mutual (IML) in 1999, spending 8 years working as a Senior Portfolio
Manager with IML's founder Anton Tagliaferro.

Born in Kenya, Kotecha moved with his family to the UK aged 6 where he
was educated and received a joint honours degree in Law and Accounting
from Cardiff University, following which he worked for Deloitte's in
London. He then completed a Masters degree in Shipping Trade and
Finance prior to joining the ADIA as a pan European analyst.

Kotecha left Investors Mutual in 2007 with a desire to establish his own
funds management operation and track record. His previous experience
led him to focus on investing in global companies, an area he felt was
generally under-developed by fund managers and investors in Australia. As
a result he established Insync in 2009 in association with David Lee from
DWL Financial Services, a Sydney-based financial advisory firm with whom
Insync share offices and administrative support functions in Sydney's CBD.

In June 2012 Kotecha was joined by Head of Research Marcus Tuck, whose
experience in the financial services industry spans 25 years across
stockbroking, funds management and investment consulting. He has
worked in various analytical roles .

The investment team is also supported by Nitesh Patel as senior
analyst/assistant portfolio manager and Peter Wong. Patel has 16 years'
experience in managing international funds (long/short and long only) and
has an MSc (Econ) from the London School of Economics. Wong has 5
years' experience, also across various sectors.
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CEO Garry Wyatt also provides insight to the investment
team as a result of his extensive commercial experience
in the resources and beverage industries. Wyatt is
CEO/CFO and operations director and has 35 years
experience in senior corporate management roles,
including WMC, Tooheys (Vic) and United Distillers.
Wyatt is responsible for all operational, administrative
and compliance functions, leaving the three person
investment team to focus on strategy and portfolio
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management. Wyatt and Kotecha are the company's directors and the
executive team holds approx 75% of the company shareholding.

Investment Strategy & Style: "Concentrated Global Large Cap™

Insync’s Global Titans Fund (the “Fund”) is a concentrated, long only
equities strategy investing in 15 to 25 large cap ($2 billion and above)
global companies. Current average market cap of stocks in the portfolio
is $US81.6bn. These are selected for their ability to consistently increase
shareholder value based on return on invested capital (ROIC), and a
strong track record of expanding dividends.

The broad thesis behind the Fund's strategy and portfolio construction is
that companies which have shown a consistent ability to provide
outstanding value for shareholders and increased dividends will continue
to provide excellent returns to investors over the long term.

The result is a portfolio consisting of global “brand name” companies
which have a strong management team and a long track record of
dividend growth, and/or share buy-backs, leading to high shareholder
returns. Insync place greater emphasis on dividend growth than a high
dividend vyield, believing the former leads to share price appreciation
while the latter sometimes reflects a lack of future growth.

Although long only, the Fund has two attributes designed to provide
protection in negative markets: Firstly it can hold cash to vary market
exposure at the Manager's discretion. Secondly, the Manager buys
insurance against market volatility by purchasing out of the money
exchange traded put options over major market indices.

Both are designed to provide downside protection and are adjusted
depending on the macro environment and the current price of put
options. The options are generally 10 to 15% out of the money with 12
months to expiry. Once purchased they are generally resold or rolled up
or forward six months prior to expiry to reduce the time decay (Theta)
cost. The Manager estimates that the use of these options significantly
reduces down side risk at a historical cost to performance of
approximately 1% per annum in a rising market.

Investment Process

Insync’s investment process can be broadly broken into two distinct but
complementary parts: Firstly a series of quantitative filters using
Bloomberg’s database of all global companies, and secondly a detailed
qualitative analysis of the remaining targets, including company visits and
interviews with management.

1. Quantitative Filters:

The Fund’s portfolio is constructed from a global universe of
approximately 40,000 companies. Extensive screening using a series of
fundamental filters reduces the investable universe to those companies
meeting specific criteria. These screens include market capitalisation,
liquidity constraints, price volatility and changes to earnings forecasts,
reducing the available universe to around 120 - 140 stocks.

This selection is further narrowed using a series of models. These
measure compound growth of dividends over the previous 5 years,
dividend growth forecasts for the next and following 3 years (or greater),
a high return on capital employed, return on equity and free cash flows.

Additional screens also check the degree of overlap of companies and
sectors which adds to a conviction ranking. Application of these filters
leads to a final cut of around 40 to 50 high quality potential investments
which are then ranked based on total return and balance sheet strength.

Insync Global Titans Fund

Fund Type Australian Unit Trust

Strategy Global long only with put protection
Domicile Australia

Investor Type Retail

Min. Investment $10,000

Additional Investment $1,000

Buy/Sell spread 0.20%/0.20%

Management Fee 1.34% including fund expenses
Performance Fee 15.38% of performance over hurdle
Hurdle RBA cash rate +2%
High Water Mark Yes
Min. Term Daily
Redemption Notice Daily
Inception Date Oct-09
Fund Size $14.5m
Manager’s Total FUM $30.0 m
Chart 2: Monthly Returns
Monthly Returns )
M Insync
8
6
<4
<
£2
=1
&0 [ | II -Ill | | ] I llll II'II II
iy me 1 il
N
-4
IS IS I T = = s s B T R R B R A
558355523 5558385%8385
- J
Chart 3: Distribution of monthly returns
4 I
Monthly Return Distribution since inception
M Insync
8
6
4
é’,
£2
g e e
- JHI
! : ~/
Chart 4: Correlation to ASX200's best and worst months
4 )

ASX 200 - 10 Best & Worst Months
mASX

W Insync

Return (%)

o & A N O N A~ O ®

10 |

/
Page 2 of 4

Copyright Australian Fund Monitors Pty Ltd (AFM). AFM believes the information to be correct but does not guarantee its accuracy. The information has not been
prepared taking into account the investment objectives or financial needs of any particular investor and recipients should assess if the information is appropriate for
their own circumstances before making any decision. Past performance should not be relied on as an accurate indication of future performance.



AusTRALIAN FuND MONITORS

Targeting Absolute Returns

AFM Fund Review
Insync Global Titans Fund

Investment Process (continued)
2. Qualitative Assessment:

Data from the quantitative screening process, plus company
meetings and presentations provide the basis for the second
stage of fundamental analysis.

Focusing on absolute rather than relative valuations to assess
downside risk, the team consider three major tools to value each
potential investment:

1. Discounted Dividend Model: The primary thesis of Insync's
investment strategy revolves around selecting those companies
which are expected to pay increasing future dividends.

Insync invest in dividend growth stocks with a global reach and
presence to reflect their view that few companies consistently
compound shareholder wealth over the long term.

Kotecha believes that growth in dividends and growth in capital
are “joined at the hip” and thus is distinctly different from
investing in high dividend yield businesses where there may be
little or no dividend growth.

ii. Implied Growth Model: To calculate how much future
earnings growth is required to justify the current share price.

iii. Free Cash Flow: High levels of free cash flow after all
operating expenses and capex not only indicate a company's
financial strength, but also the ability to expand. Insync prefer
this measure to the more widely used P/E ratio.

The final portfolio typically consists of 15 to 25 companies which
exhibit consistent dividend growth, excellent management
credentials and long term market expansion potential.

Portfolio Construction and Risk Limits

Portfolio construction is governed by individual stock limits,
sector limits and sector diversification. Currency risk is actively
managed between 0% and 100% with the average expected to be
around 50%.

Single stock positions are limited to 10% of the portfolio and
based on a conviction ranking process range from an initial
allocation of 1-2% through to the upper limit of 10%. Sub-sector
concentration is limited to 30% although the stock selection
process tends to create biases towards certain sectors and
geographic regions.

Emerging market exposure is limited to 30%. There are no hard
country exposure limits. As many of the stocks in the portfolio
are active globally their earnings are equally well diversified.

There are no short positions but the portfolio may have variable
cash levels, or hold index put options to hedge overall risk.

The Fund’s style appears similar to other concentrated, large cap,
global funds. However on closer examination there are significant
"tilts" to the portfolio which are designed to reduce volatility.
Cyclicals such as airlines, steel or commodities are generally
avoided, in addition to telecoms or utilities which might have
high payout ratios or are structurally challenged.

Performance Review:

The Fund has out-performed the ASX since inception (Oct '09)
with an annualised return of 10.96% against 6.61% for the ASX
200 Acc and over all time frames. The fund performed well from
June 11 to June '12 and then lagged slightly for some months due
to the market's preference for more cyclical stocks. Since
October '12 performance has sound.

In line with the Fund's emphasis on capital protection, the largest
single month decline of 3.23% and largest drawdown of 4.39% as
compared to 7.51% and 15.13% respectively for the ASX. This
emphasis is also reflected in the low annualised standard
deviation of 8.46% versus 12.12% for the ASX. The emphasis on
capital preservation is seen in the Fund's stability over the period
and March to June 2010 and April - Sept 2011 (see Chart 1).

Portfolio Risk Management:

Insync’s selective focus on large, liquid companies with strong
business models and financial strength assists in minimizing
downside volatility. Absolute risk management is enhanced by the
ability to increase cash levels at the Manager's discretion. In
addition, the fund implements derivative protection strategies via
put options over the ASX 200. Protective inputs are used to insure
the portfolio against market risk and assist in reducing significant
downside risk.

Currency risk is actively managed based on in-house dynamic
mean revision models and, to a lesser degree, macroeconomic
analysis. Through the cycle currency hedging should be expected
to be around 50%.

Operational Risk and Management

Insync has a detailed procedures/compliance manual covering the
follows aspects of operational risk; Compliance Arrangements,
Organizational  Expertise-Processes, Control of Financial
Transactions, Non-Financial Resources, Risk Management and
Research and Benefits. Other areas covered include Code of
Conduct, Insider Trading Policy and Electronic Communication
Policy. The CEO is responsible for ensuring all above procedures
are adhered to and for ensuring risks are minimized. He is assisted
by the auditors, legal advisers and a compliance consultant.

The Compliance function is assisted by Business Operations and
Compliance Systems (BOCS). BOCS reviews systems, policies and
procedures and work practices to ensure compliance meets AFS
licensing conditions and obligations.

The Compliance Committee comprises the CEO (Wyatt), CIO
(Kotecha) and Roger Campbell (from BOCS) and meets regularly
on a quarterly basis. The CEO completes a detailed Compliance
Questionnaire covering all aspects of regulatory requirements as
well as operational and IT risk management.

Insync has recently moved to enhance risk control by putting in
place a sign-off by parties independent of the investment team
with regard to risk controls. The process is that the RE sends a
sign-off directly to the Compliance Officer that the Fund is in line
with all relevant risk controls.
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At inception Insync expected to have a retail investor base and
therefore appointed a specialist external Responsible Entity (RE),
Select Fund Services, to provide RE services including compliance.
The Administrator, FundBPO, provide external pricing verification.
The RE also provide expertise in the selection of external service
providers and monitoring the providers' performance against their
mandate.

All trading orders and portfolio details are transmitted daily to the RE
and Administrator providing both order verification and back
up/remote access. The IT recovery systems have been tested in the
last 12 months.

Operational key person risk is managed by ensuring that all back
office functions are out-sourced to reputable third parties. At an
individual level the CEO’s functions would initially be managed by
Peter Wong, who has accounting experience, as well as by the Fund's
Auditor Moore Stephens.

Key person investment risk is focused on Kotecha but is reduced by
the other team members who can place orders, or if necessary
liquidate the portfolio.

Investor Relations and Marketing

Tuck is responsible for sales and point of contact for investors. The
Fund has issued a retail PDS dated 27 September 2013.

Terms and Fees
Management Fee: 1.34% pa of NAV including fund expenses.

Performance Fee: 15.38% of any performance above a cumulative
hurdle of the RBA cash rate plus 2% payable annually, with high
water mark protection.

Minimum Investment: $10,000

Liquidity: Daily

Structure and Compliance/Counterparties

The Insync Global Titans Fund is an Australian based Unit Trust open

to wholesale and retail investors. Insync Funds Management Pty
Limited (ABN 29 125 092 677) holds AFS License 322 891.

All counterparties are well known and widely used across the
industry in back office functions.

Responsible Entity: Select Fund Services
Custodian: BNP Paribas

Administrator: FundBPO

Auditor: Moore Stephens

Executing Broker: Morgan Stanley

Commentary and performance data in this Fund Review is updated
monthly by Australian Fund Monitors Pty Ltd. This version expires
on the date shown below and should not be used after that date. If
you do not have a current copy please contact us or visit our
website:

info@fundmonitors.com www.fundmonitors.com

Phone: +61 2 8007 6611
Report valid until: ~ March 2014

About Australian Fund Monitors

Australian Fund Monitors (AFM) is a specialist research and
information provider, focusing on the Absolute Return and Hedge
Fund sector. AFM holds AFS License 324476 to provide general
advice to wholesale investors only.

For further details please contact:
Christopher Gosselin

CEO

Australian Fund Monitors Pty Ltd

ACN: 122 226 724

Phone: +61 2 8007 6611

Email: chris.gosselin@fundmonitors.com
PO Box R1904, Royal Exchange

NSW 1225 Australia

Disclaimer & Copyright

The information in this report, including financial returns,
strategies, and other content (collectively referred to as “Content”)
has been prepared and issued by Australian Fund Monitors Pty
Limited (A.C.N. 122 226 724, AFSL 324476) otherwise referred to as
AFM. The information and content herein is for general information
purposes only. Users of this report or any Content of AFM'’s
websites (the “Websites”) should not act or make any financial
decision without first seeking professional advice. Whilst the
Content has been prepared with all reasonable care from sources
which we believe are reliable, no responsibility or liability is
accepted by AFM for any errors or omissions or misstatements
contained herein. Any opinions, forecasts or recommendations
reflect information and assumptions at the date of publication and
may change without notice. In preparing the Content it is not
possible to take into consideration the investment objectives,
financial situation or particular needs of any individual user.

Disclosure of Interest

AFM has or may have, received fees either directly from the
management company or by a third party to provide consultancy
services or corporate research.

Copyright Protection

All Content herein is owned by Australian Fund Monitors Pty
Limited (A.C.N. 122 226 724) and is protected by copyright. You
must not copy, frame, modify, transmit or distribute the content in
full or in part, without seeking the prior written consent of the
copyright owner. Users are prohibited from copying, distributing,
transmitting, displaying, publishing, selling, licensing, creating
derivative works or using any content on the web site for
commercial or public purposes

Copyright © 2009 by Australian Fund Monitors Pty Limited All
rights reserved.

No Warranties

AFM does not make any claims, promises, guarantees,
representations or warranties regarding the accuracy, completeness
or fitness for purpose of the Content. All information and content in
this report is provided on an as is basis, without warranty of any
kind either express or implied. It is the responsibility of the user to
evaluate the accuracy, completeness or usefulness of any
information, opinion, general advice or other. Furthermore, AFM
does not warrant or represent that this content is error free.
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