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report is given in good faith and is believed to be accurate, Fundhost and Sandon Capital give no warranty as to the reliability or accuracy of the 
information, nor accept any responsibility for any errors or omissions of third parties. To the extent permitted by law, neither Fundhost nor Sandon 
Capital, including their employees, consultants, advisors, officers or authorised representatives are liable for any loss or damage arising as a result of 
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Sandon Capital Activist Fund  
May 2016 Monthly Report Entry/Exit Prices: $1.5597/$1.5472  
 
Performance Results (calculated net of all fees, assuming reinvestment of distributions and using unit mid-price. Indices are before fees.) 

 1 month 1 year 
3 yrs 
(p.a.) 

5 yrs 
(p.a.) 

Annualised 
since  Fund 
inception 

Annualised 
volatility since  
Fund inception 

Total Return 
since  Fund 
inception 

        SCAF 0.8% 2.8% 12.6% 12.7% 12.6% 7.8% 122.7% 
S&P/ASX 200 Accum. 3.1% -2.4% 7.7% 7.5% 7.6% 12.7% 63.6% 
Small Ordinaries Accum. 4.1% 6.9% 6.9% 0.2% 2.7% 15.7% 20.0% 
 
Net Monthly Returns 

 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD 
2009         2.5% 2.4% -0.9% 1.0% 5.0% 
2010 1.0% -0.3% -0.7% 2.9% -4.2% 4.2% 4.4% -0.6% 2.3% 2.4% 3.5% -0.9% 14.5% 
2011 1.3% 0.6% 0.5% 1.3% -1.9% -2.7% -0.1% -0.1% 1.9% 2.1% 2.5% 2.2% 7.8% 
2012 -1.0% 0.4% 1.8% 2.1% -2.8% -1.0% 3.3% 0.5% 2.5% 2.8% 0.1% 2.2% 11.1% 
2013 2.1% 3.2% -1.4% 1.3% 2.8% -3.7% 6.9% 0.7% 6.5% 5.7% 0.3% 0.3% 27.1% 
2014 -0.3% 1.6% 1.9% -0.3% 2.0% 0.5% 3.9% 2.1% 2.8% -0.5% 1.0% 0.8% 16.7% 
2015 -0.2% 0.0% 1.0% 0.3% 0.2% -4.1% 3.9% -4.9% 2.3% 3.5% 1.0% 0.9% 3.6% 
2016 -1.3% -3.3% 2.7% 1.8% 0.8%        0.6% 
 
Portfolio Exposures  
Net Exposure 85% Long Positions 34 
Net Cash 15% Short Positions 0 
 
Fund Commentary 
The Fund delivered a return of 0.8% in May, bringing total returns (net of all fees and expenses) since inception to the 
equivalent of 12.6% per annum.   

The main contributor (~0.7%) to this month’s return was Armidale Investment Corporation Ltd (AIK).  AIK is the largest 
holding in the Fund, and one of the longest held.  The Fund has held AIK shares since inception when it was then known 
as Wallace Absolute Return Fund Ltd.  Fortunately, AIK is a very different company today.  We have written about AIK on 
a regular basis, so long-time readers would know that AIK is today an investment company with investments spanning 
leasing, buying groups, telecoms reselling, and more recently asset finance broking.  During May, AIK announced it had 
entered into exclusive due diligence for the partial acquisition of two asset finance brokerages.  Completion of these 
proposed acquisitions will further AIK’s transformation into a business largely focused on asset finance broking.  
According to an independent research report (a copy of which is available on the AIK website), AIK could emerge as a 
major non-bank equipment finance group. We believe there are also a number of other near term catalysts that could 
drive a re-rating of the AIK share price including: 

- exceeding the $31m lease origination forecast (reaffirmed in early May) 
- a reduction in the discount rate applied to the valuation of the leasing business.  The company currently uses 

21% as its discount rate, with each 1% reduction in the discount rate equating to a $1.8 million increase in the 
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value of the leasing business 
- moving away from an LIC structure to fully consolidated accounting, which will provide visibility into the 

earnings power and value of AIK. 

Onthehouse Holdings Ltd also contributed to this month’s return (~0.5%) despite no resolution yet being achieved on the 
Macquarie consortium non-binding and conditional takeover proposal.  We suspect this might be a tactical move on the 
part of the prospective bidders, perhaps to create a sense of relief and capitulation if an offer does finally materialise.     

Changes in the prices of the Fund’s other holdings were immaterial to overall performance. 

The Fund exited its short-lived, yet profitable, positions in Asciano Ltd and Broadspectrum Ltd during the month.  Cash 
levels ended the month at approximately 15%. 

Fund Description 

The objective of the Fund is to deliver returns to investors through a combination of capital growth and distributions.  
The Fund aims to achieve this objective by seeking to invest in opportunities that are considered by Sandon Capital to be 
trading below their intrinsic value and that offer the potential of being positively influenced by investors taking an active 
role in proposing changes in the areas of corporate governance, capital management, strategic and operational issues, 
management arrangements and other related activities. Neither returns nor capital are guaranteed. 

Fund Details 
Structure Wholesale unit trust Minimum Investment $250,000 (or as agreed with trustee) 
Trustee Fundhost Ltd Trustee Fees 0.21% 
Custodian National Australia Bank  Management Fees 1.33% 
Fund Auditor EY Performance Fees 15.375% of returns above cash 
Investment Manager Sandon Capital Pty Ltd Highwater Mark Yes 
Website www.sandoncapital.com.au Buy/Sell Spread ±0.40% 
Inception 4 Sep 2009 Applications/Withdrawals Monthly/Quarterly 
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Growth of $100,000 invested since inception (assumes reinvestment of distributions) 

 

Comparison of Annualised Return versus Volatility 

 
Source for all charts: Sandon Capital, Bloomberg 
Note: SCAF returns are net of all fees and expenses.  Fund inception is 4 September 2009. 
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