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AFM Fund Review

Jamieson Coote Bond Active Fund
Nov-15 -0.60 %
Latest 6 Months +2.19 %

Key Points:

O Boutique Manager launched in December 2014 by
Charles Jamieson, former Co-Head of Fixed Income trading at
Bank of America Merrill Lynch (BAML) and Angus Coote,

previously Westpac Sydney’s Head Global Central Bank
distribution.
O The Founders bring over 30 years of international

experience dealing with central banks, hedge funds and real
money managers.

O The Jamieson Coote Active Bond Fund (“the Fund”) is a
long-only macroeconomic investment fund, investing in
Australian Dollar denominated bonds backed by AAA and AA+
rated Government, Semi (State) Government and Supranational
agencies.

O The Fund Objective is to out-perform the Bloomberg
Australian Government Bond Index through active management
in a sound risk-framework.

Management Company Overview:

Jamieson Coote Bonds (JCB) is a Melbourne-based Fund
Manager, established in 2014, by Charles Jamieson and Angus
Coote. The founders own 95% of the management company
with the remainder owned by members of the Advisory Board.

Jamieson has over 14 years’ experience in the fixed income
market. Prior to JCB, he was Co-Head of fixed income trading at
BAML Sydney and Head of Core European Government trading
at Merrill London. In these roles he successfully managed asset
portfolios of over USD$15 billion during the Eurozone crisis in
London. Jamieson has in-depth knowledge in trading and
managing products such as G10 rates, high grade credit, swaps
and derivatives. He holds a Bachelor of Commerce degree from
Monash University majoring in Accounting and Finance, and has
previously been a member of the Australian Financial Markets
Association (AFMA) Bond Committee.

Coote has over 14 years’ market experience having started his
career working with JPMorgan as Government Bond salesman,
specialising in US Treasuries and European Government Bonds.
His clients included Global Central Banks, Large Asset Managers,
Sovereign Wealth Funds and Hedge Funds. While working with
ANZ, where he spent 5 years he transacted the first ever
Australian Bond trades for several large Asian Central Banks and
the European Central Banks. Prior to starting JCB he was with
Westpac Sydney to heading Global Central Bank distribution. He
holds a Bachelor of Business from RMIT majoring in Economics
and Finance.

JCB has established a four person Advisory Board with very
strong credentials consisting of: Chairman Mark Burgess,
recently retired CEO of the Australian Government Future Fund,
currently with $110bn of assets. Previously, Burgess was CEO of
Treasury Group, with over $50 billion in Funds under
Management and Vice-Chairman and CIO of Credit Suisse Asset
Management Europe with over $250 billion under management.
Neil Tritton is based out of London and was the Founder of
Arbor Research and Trading in London, a macroeconomic
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Key Performance Statistics

Nov-15 -0.60 0.00
Annualised Return 4.99 3.84
Latest 3 Months 0.52 0.95
Latest 6 Months 2.19 1.19
Latest 12 Months 0.00 0.00
Latest 24 Months p.a. 0.00 0.00
Latest 36 Months p.a. 0.00 0.00
Latest 60 Months p.a. 0.00 0.00
% Positive Months 72.73 60.00
Best Month 1.82 2.14
Worst Month -0.74 -1.34
Largest Drawdown -1.00 -2.90
Average +ve Return 0.78 1.02
Average -ve Return -0.57 -0.98
Annualised Standard Deviation 2.72 3.85
Downside Deviation (Since Inception) 1.37 2.38
Sharpe Ratio (Since Inception) 1.05 0.45
Sortino Ratio 2.03 0.70

*Index is Bloomberg Australian Government Bond Index

quantitative research firm specialising in global fixed income,
currency, equity and commodity markets. John Kean, OAM is
Founder of WHK Group (now Crowe Horwath), Australia’s 5th
largest accounting firm and Honorary Life Member of Victor
Chang Cardiac Research Institute. The final member is Saul
Eslake, an economist, who recently joined the JCB Advisory
Board. He brings wealth of knowledge in the field of economic
research with previous roles including Chief Economist at ANZ
for 15 years and Bank of America for the last 3 years.

Investment Strategy

JCB'’s overall strategy is to establish a core of AA and AAA-rated
bonds to be held over the medium to long-term, based on
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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
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international and domestic economic analysis. In addition there
is an overlay of valuation and technical analysis indicators as
well as market intelligence from a network of international
investors to create an optimal portfolio allocation.

The Manager recognises that short-term volatility, driven by
technical factors and bond supply dynamics; create short-term
opportunities that can generate alpha when managed in a
sound risk framework. The overall portfolio aims to out-perform
its benchmark by trading to maximise duration and curve
management opportunities over the cycle, around a core
exposure.

This approach is facilitated by the fact that the Australian
Government Bond market is deep and liquid, allowing positions
to be entered and exited with ease. The Fund is benchmarked
using the Bloomberg Australia Sovereign Bond Index, with the
portfolio usually holding approximately 20 bond securities of
varying maturities.

Investment Process

Portfolio construction starts using the benchmark as a default
portfolio. The Manager then stress tests the portfolio before
considering risk—adjusted exposures that take into account
global and domestic macroeconomic conditions. Other market
influences considered include economic data analysis, supply
implications, technical and vyield curve analysis and market
intelligence.

After considering the impact of these influences on the
benchmark portfolio JCB makes duration adjustments and
selects exposures along the yield curve along with the individual
securities which reflect the Portfolio Manager’'s analysis
regarding the optimal portfolio construction in light of the
identified risks.

The analysis conducted by the Manager to derive the optimal
portfolio has four major components; 1) macroeconomic
analysis, 2) data, 3) supply dynamics and 4) cross-market value.
The macro-economic analysis begins with the fact that AUD
interest rates in the medium and long end of the yield curve
have a significant correlation with offshore rate markets an
understanding of the domestic and global macro-environment is
crucial to constructing a view on AUD rates.

Data is critical in informing and changing market views and the
Manager therefore follows important global data, including
policy and commentary of the FOMC, ECB, BOJ, BOE, and Asian
economies, in addition to following Australian economic and
market factors. All international data releases and central bank
meetings are analysed, and are used to form a market view that
informs the trading strategy.

In terms of supply the Fund closely monitors the changes in the
AUD Government and International bond supply/issuance as
this is critical and can impact the curvature of the bond yield
curve. The Manager also performs ongoing yield curve analysis
to determine portfolio duration exposures and monitors cross-
market spreads on a number of assets and sectors.

The Fund manages portfolio bond duration movement up to +/-
3 years of the benchmark’s duration (currently 2.58 years) and
uses futures positions and curve trades to adjust duration to
generate out-performance.

Nov-15 -0.60 %
Latest 6 Months +2.19 %
4 Monthly Returns )
20 W Jamieson Coote Bonds Active Fund
1.5
~ 10
S
£ o5
>
7]
< 0.0
0.5
-1.0
wn wn wn [Tp] wn wn wn un wn wn n
End U L N S B B N B S
R EEEEEEEEREED
4 e . N
Monthly Return Distribution since inception
m Jamieson Coote Bonds Active Fund
2.0
15
X 10
£
205
(]
o
00 | - Il N
-0.5 l]
1.0
o _/
4 Index - 10 Best & Worst Month A
Mindex mJamieson Coote Bonds Active Bond
2.5
2.0
15
g 1.0
£ 05
2
g 00
0.5
-1.0
-1.5
\_-20 =/
Performance Review
O Since inception the Fund has an annualised return
of 4.99% p.a. comparison to the Bloomberg Australian
Government Bond Index return of 3.84% p.a. over the same
time frame.
O The Fund has achieved this return with low
volatility of 2.72%, to give noteworthy Sharpe and Sortino
ratios of 1.05 and 2.03 respectively.
O However these data points are based on a very
short performance history and it is too early to assess the
strateev across a range of market conditions.

Trading and timing of entry and exit is supported by technical
analysis using a number of indicators and monitoring of open
interest in interest rate futures. The final set of data used in
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portfolio construction is that of the information flow from the
Manager’s network of market participants which provides
valuable information as 65% to 75% of all debt issued by the
Australian government is bought by offshore investors.

The Manager combines the data points to create an optimal
portfolio, which includes duration adjustments and the selected
curve exposures and individual securities.

Risk Management & Analysis

The Fund investments have hard limits on entry and exit with
both floors and ceilings being pre-determined before trades are
entered. Typically an individual security does not exceed 20% of
Fund NAV.

The Fund may use derivatives for hedging purposes and to
replicate the underlying security positions in the form of futures
contracts listed on the Sydney Futures Exchange. The use of
futures may generate some gearing to the Fund which the
management team will control using a risk adjusted framework.

As the Fund invests only in bonds backed by AAA and AA rated
Government & semi-state government and agencies there are
no liquidity issues, when entering and/or exiting positions.

Operational, Business Risk and Compliance

The Manager has established an external Risk and Compliance
Committee composed of Sam Cole, the Responsible Manager on
the JCB AFSL, Murray Jones, Managing Director of CRS Certus (a
Melbourne-based Compliance and Risk Consultancy) and Angus
Coote.

On a daily basis, White Outsourcing, as Administrator provides
an independent, automated report of positions and risk. The
independent reporting on the portfolio by the administrator and
the use of an independent compliance consultant significantly
enhances the risk and operational controls of the Fund.

The Manager has a Compliance Manual, developed in
conjunction with CRS, and a Disaster Recovery Plan. All IT
systems are cloud-based and can be run from external
hardware.

The Management Company has also out-sourced Legal,
Administrative and Accounting functions to well-known and
established industry service providers.

Dealing is conducted through YieldBroker, a well-known
institutional investment banking fixed interest dealing platform.
Orders are submitted for quotes to six dealing firms/market
makers and then executed at the best price.

The principal operational concern relates to Key Person Risk
resulting from absence of one of the Fund Managers (Jamieson
or Coote). This risk relates more to the ongoing management of
the portfolio, than the ability of the Board to affect an orderly
wind down in the event the Fund needs to be liquidated.

Investor Relations

The Fund’s monthly report is comprehensive with return and
holdings data, key performance indicators as well as extensive
market commentary.

The Fund has issued an Information Memorandum (IM) dated
22 September 2014.

Structure, Terms & Conditions and Fees

Jamieson Coote Bonds Pty Ltd (ABN 12 165 890 282) is an
Australian company which was registered with ASIC in 2013. The
company holds AFS Licence number 4459018.

The Fund is structured as a registered Australian domiciled Unit
Trust and is open to wholesale investors via an IM.

The minimum investment is $50,000 with a minimum additional
investment of $10,000. There is no minimum redemption
amount. Applications and redemptions are processed daily.

The Fund has a management fee of 0.65% per annum. There is
a performance fee of 10% above the performance hurdle of 10%
over the Bloomberg AUS Index, subject to high water mark

A buy/sell spread of 0.10% is applied to both investments and
redemptions. All other Fund expenses are borne by the
Manager out of their fees. All fees are subject to GST. The Fund
distributes taxable income, if any, as at 30 June each year.

Jamieson Coote Bond Active Fund

Strategy Fixed Income - Long
Geographic Mandate Australian

Domicile/Structure Australian Unit Trust

Investor Type Wholesale
Min. Investment AS$50,000
Additional Investment AS$10,000
Management Fee 0.65% p.a.

Performance Fee 10% p.a., with high water mark

Hurdle 10% over the BAUS Index
Min. Term No minimum
Investment/Redemption Monthly

Buy / Sell Spread 0.10% / 0.10%

Inception Date Dec-14

Fund Size AS10 million

Status Open

Service Providers

Custodian: White Outsourcing Pty Limited
Administrator: White Outsourcing Pty Limited
Auditor: Moore Stephens

Executing Broker: Bluestone Legal

This Report is valid till January 2016
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About Australian Fund Monitors

Australian Fund Monitors (AFM) is a specialist research and information
provider focusing on the Absolute Return and Hedge Fund Sector.
Established in 2006, AFM holds AFS licence 324476 to provide general
advice to wholesale investors only.

AFM Information and Research Services

AFM'’s Information Services provide comparative performance and factual
fund data along with industry information available on
www.fundmonitors.com and www.prismselect.com.

AFM Research Services include AFM Fund Reviews which provide
quantitative performance information along with descriptions of various
aspects of each specific fund and the fund’s manager. AFM Fund Reviews
do not contain financial advice but are designed to provide self-directed
investors and their advisers with an accurate, balanced and verifiable
description of the fund’s strategy and the manager’s approach to enable
the reader to make an informed decision on the suitability of the product
for their particular purposes.

AFM FACTORS Research

AFM FACTORS Reports consist of in depth and detailed due diligence
reports on specific funds and are designed for use by the research
departments of dealer groups, financial advisers, and platforms. FACTORS
research provide a quantitative approach to a range of operational and due
diligence factors which combined with a detailed qualitative description
provides the basis for inclusion of a particular fund on the approved
product lists. AFM FACTORS reports are updated quarterly.

AFM Research Methodology
AFM's research product and methodology has specific benefits and features
which differentiates AFM Fund Reviews from other research products.

AFM Fund Reviews do not provide ratings or recommendations:

We believe that blanket ratings and recommendations can be misleading,
and are not able to take into account the financial circumstances or
objectives of individual investors.

AFM Fund Reviews are clearly and concisely written:

This enables investors or their advisors to understand the objective and
processes behind each fund’s strategy, and structure and operations of the
management company. When used in conjunction with the quantitative
comparison of the fund’s key performance and risk indicators (KPI's)
included in each Fund Review, the reader is in a better position to make an
informed decision regarding the suitability of the fund for individual
investor's requirements.

AFM Fund Reviews are updated every month:

Out of date research is potentially inaccurate research. Not only can a
fund’s performance and risk profile change over the course of the year
(typically the cycle for much of the managed fund research available) but so
can operational details and investment personnel. Each AFM Fund Review
contains an expiry date, and each fund manager is not permitted to
distribute out of date reviews.

AFM specialises in the absolute return, hedge and actively managed fund
sector:

We believe that this is a specialised area of the managed fund market, and
as such requires a specific focus and expertise. The seniority and experience
of AFM’s research team and our focus explains why we label our product

as. "Trusted, Targeted Research”

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 does not constitute financial advice and 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 a
company itself or by a third party to provide consultancy services
or corporate research. AFM has or may have interests in, or
received fees either directly from a company itself or by a third
party to provide consultancy services or corporate research.
Australian Fund Monitors Pty Limited, its directors, employees or
related parties (collectively “AFM”) may have investments in, or
commercial relationships with, companies or entities which are
mentioned in this Report, and which might give rise to a potential
conflict of interest.

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 © 2015 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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