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WHO IS IIR?
Independent Investment Research, “IIR”, is an independent investment research house based in Australia and the United States. IIR specialises in the analysis of high quality commissioned research for
Brokers, Family Offices and Fund Managers. IIR distributes its research in Asia, United States and the Americas. IIR does not participate in any corporate or capital raising activity and therefore it does
not have any inherent bias that may result from research that is linked to any corporate/ capital raising activity.
IIR was established in 2004 under Aegis Equities Research Group of companies to provide investment research to a select group of retail and wholesale clients. Since March 2010, IIR (the Aegis Equities
business was sold to Morningstar) has operated independently from Aegis by former Aegis senior executives/shareholders to provide clients with unparalleled research that covers listed and unlisted
managed investments, listed companies, structured products, and IPOs.
IIR takes great pride in the quality and independence of our analysis, underpinned by high caliber staff and a transparent, proven and rigorous research methodology.

INDEPENDENCE OF RESEARCH ANALYSTS

Research analysts are not directly supervised by personnel from other areas of the Firm whose interests or functions may conflict with those of the research analysts. The evaluation and appraisal of research
analysts for purposes of career advancement, remuneration and promotion is structured so that non-research personnel do not exert inappropriate influence over analysts.
Supervision and reporting lines: Analysts who publish research reports are supervised by, and report to, Research Management. Research analysts do not report to, and are not supervised by, any sales
personnel nor do they have dealings with Sales personnel
Evaluation and remuneration: The remuneration of research analysts is determined on the basis of a number of factors, including quality, accuracy and value of research, productivity, experience, individual
reputation, and evaluations by investor clients.
INDEPENDENCE – ACTIVITIES OF ANALYSTS

IIR restricts research analysts from performing roles that could prejudice, or appear to prejudice, the independence of their research.
Pitches: Research analysts are not permitted to participate in sales pitches for corporate mandates on behalf of a Broker and are not permitted to prepare or review materials for those pitches. Pitch materials
by investor clients may not contain the promise of research coverage by IIR.
No promotion of issuers’ transactions: Research analysts may not be involved in promotional or marketing activities of an issuer of a relevant investment that would reasonably be construed as representing
the issuer. For this reason, analysts are not permitted to attend “road show” presentations by issuers that are corporate clients of the Firm relating to offerings of securities or any other investment banking
transaction from that our clients may undertake from time to time. Analysts may, however, observe road shows remotely, without asking questions, by video link or telephone in order to help ensure that they
have access to the same information as their investor clients.
Widely-attended conferences: Analysts are permitted to attend and speak at widely-attended conferences at which our firm has been invited to present our views. These widely-attended conferences may
include investor presentations by corporate clients of the Firm.
Other permitted activities: Analysts may be consulted by Firm sales personnel on matters such as market and industry trends, conditions and developments and the structuring, pricing and expected market
reception of securities offerings or other market operations. Analysts may also carry out preliminary due diligence and vetting of issuers that may be prospective research clients of ours.
INDUCEMENTS AND INAPPROPRIATE INFLUENCES

IIR prohibits research analysts from soliciting or receiving any inducement in respect of their publication of research and restricts certain communications between research analysts and personnel from other
business areas within the Firm including management, which might be perceived to result in inappropriate influence on analysts’ views.
Remuneration and other benefits: IIR procedures prohibit analysts from accepting any remuneration or other benefit from an issuer or any other party in respect of the publication of research and from offering
or accepting any inducement (including the selective disclosure by an issuer of material information not generally available) for the publication of favourable research. These restrictions do not preclude the
acceptance of reasonable hospitality in accordance with the Firm’s general policies on entertainment, gifts and corporate hospitality.
DISCLAIMER

This publication has been prepared by Independent Investment Research (Aust) Pty Limited trading as Independent Investment Research (“IIR”) (ABN 11 152 172 079), an corporate authorised representative of
Australian Financial Services Licensee (AFSL no. 410381. IIR has been commissioned to prepare this independent research report (the “Report”) and will receive fees for its preparation. Each company specified
in the Report (the “Participants”) has provided IIR with information about its current activities. While the information contained in this publication has been prepared with all reasonable care from sources that IIR
believes are reliable, no responsibility or liability is accepted by IIR for any errors, omissions or misstatements however caused. In the event that updated or additional information is issued by the “Participants”,
subsequent to this publication, IIR is under no obligation to provide further research unless commissioned to do so. Any opinions, forecasts or recommendations reflects the judgment and assumptions of IIR as
at the date of publication and may change without notice. IIR and each Participant in the Report, their officers, agents and employees exclude all liability whatsoever, in negligence or otherwise, for any loss
or damage relating to this document to the full extent permitted by law. This publication is not and should not be construed as, an offer to sell or the solicitation of an offer to purchase or subscribe for any
investment. Any opinion contained in the Report is unsolicited general information only. Neither IIR nor the Participants are aware that any recipient intends to rely on this Report or of the manner in which a
recipient intends to use it. In preparing our information, it is not possible to take into consideration the investment objectives, financial situation or particular needs of any individual recipient. Investors should
obtain individual financial advice from their investment advisor to determine whether opinions or recommendations (if any) contained in this publication are appropriate to their investment objectives, financial
situation or particular needs before acting on such opinions or recommendations. This report is intended for the residents of Australia. It is not intended for any person(s) who is resident of any other country. This
document does not constitute an offer of services in jurisdictions where IIR or its affiliates do not have the necessary licenses. IIR and/or the Participant, their officers, employees or its related bodies corporate
may, from time to time hold positions in any securities included in this Report and may buy or sell such securities or engage in other transactions involving such securities. IIR and the Participant, their directors
and associates declare that from time to time they may hold interests in and/or earn brokerage, fees or other benefits from the securities mentioned in this publication.
IIR, its officers, employees and its related bodies corporate have not and will not receive, whether directly or indirectly, any commission, fee, benefit or advantage, whether pecuniary or otherwise in connection
with making any statements and/or recommendation (if any), contained in this Report. IIR discloses that from time to time it or its officers, employees and related bodies corporate may have an interest in the
securities, directly or indirectly, which are the subject of these statements and/or recommendations (if any) and may buy or sell securities in the companies mentioned in this publication; may affect transactions
which may not be consistent with the statements and/or recommendations (if any) in this publication; may have directorships in the companies mentioned in this publication; and/or may perform paid services
for the companies that are the subject of such statements and/or recommendations (if any).
However, under no circumstances has IIR been influenced, either directly or indirectly, in making any statements and/or recommendations (if any) contained in this Report. The information contained in this
publication must be read in conjunction with the Legal Notice that can be located at http://www.independentresearch.com.au/Public/Disclaimer.aspx.
THIS IS A COMMISSIONED RESEARCH REPORT.

The research process includes the following protocols to ensure independence is maintained at all times:
1)

The research process has complete editorial independence from the company and this included in the contract with the company;

2)

Our analyst has independence from the firm’s management, as in, management/ sales team cannot influence the research in any way;

3)

Our research does not provide a recommendation, in that, we do not provide a “Buy, Sell or Hold” on any stocks. This is left to the Adviser who knows their client and the individual portfolio of the client.

4)

Our research process for valuation is usually more conservative than what is adopted in Broking firms in general sense. Our firm has a conservative bias on assumptions provided by management as
compared to Broking firms.

5)

All research mandates are settled upfront so as to remove any influence on ultimate report conclusion;

6)

All staff are not allowed to trade in any stock or accept stock options before, during and after (for a period of 6 weeks) the research process.

For more information regarding our services please refer to our website www.independentresearch.com.au.
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Note: This report is based on
information provided by the Issuer as
at June 2017
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Key Investment Information
Name of Fund
Investment
Manager

Evans & Partners Global
Disruption Fund
Evans And Partners Investment
Management Pty Limited

ASX Code

EGD

Offer Open

26 June 2017

Close Date

18 July 2017

Listing Date

31 July 2017

Min/Max Raise
(Gross)

$50-$150M

Issue Price

$1.60

Pro-forma NTA

$1.55

NTA Pricing

Monthly

Distribution
Frequency

Semi-annual*

Benchmark

N/A

MER

1.28% p.a.

Performance Fee
Objective

Nil
Provide investors with capital
growth over the long-term
through exposure to companies
that will benefit from disruptive
innovation.

Fees Commentary
The MER is 1.28% with total estimated costs
being 1.52%. This at the higher end of the costs
spectrum, but not unexpected for a high conviction
relatively low FUM investment mandate.

* based on the operating income of the Fund (excluding

OFFER OVERVIEW
The Evans & Partners Global Disruption Fund (the ‘Fund’) is designed to provide investors
with capital growth over the long-term through exposure to companies that will benefit
from disruptive innovation. It is a high conviction thematic based mandate with a portfolio
that is expected to comprise 10 to 20 largely international listed securities that may operate
in sectors such as digital media, cloud computing, ecommerce, payment systems, and
artificial intelligence. The portfolio will be constructed and managed by the Investment
Manager, Evans and Partners Investment Management Pty Limited, who will draw upon
the knowledge, experience and insights of an Investment Committee with a very high
degree of industry experience rather than by individuals occupying a traditional portfolio
manager role. The Investment Committee will, however, be assisted in analytical efforts by
a ‘Portfolio Consultant’. Along with the thematic nature of the investment strategy, the key
differentiating factor, in our view, is the calibre of the Investment Committee, consisting of
highly experienced and well connected individuals whose experience is relevant in various
ways to identifying companies that may be impacted by, or represent the driver of disruptive
innovation. Richard Goyder is the Managing Director and CEO of Wesfarmers, Paul Bassat
is the co-founder of Seek Limited and Square Peg Capital. David Thodey is the former CEO
of Telstra and the current Chairman of the CSIRO. Sally Herman is a former executive of
Westpac Group Institutional Bank and BT Financial Group. Jeffrey Cole is a Director of
the Center for the Digital Future at the USC Annenberg School for Communication and
Journalism and founder and director of the World Internet Project. David Evans and Portfolio
Consultant Raymond Tong provide relevant equities market experience to a committee that
otherwise lacks direct investment management experience, albeit we note the members
significant business and industry experience. The Fund is seeking to raise $100m (with oversubscriptions to $150m) and list on the ASX under the code EGD.

INVESTOR SUITABILITY
IIR believes the Fund has the potential to provide Australian investors with a number of
benefits. Firstly, the Fund provides local investors with access to global disruption themes
that are re-shaping industries and benefiting particular companies. Secondly, exposure
to companies that are potential beneficiaries of disruption may provide investors a hedge
against the disruptive effects felt across various industries and, by extension, a potential
hedge for their existing investment portfolios. It could be argued that Australian equities
investors are particularly exposed to the risks of disruption, given the Australian market is
often characterised by oligopolies and large dominant companies but often companies that
are not at the forefront of innovation. Thirdly, the Fund has the potential to provide domestic
investors with greater geographic diversification in a country where domestic investors often
exhibit a significant home country bias in their portfolios. From a risk-return perspective, we
perceive the Fund as moderately high risk-return. By its very nature, the thematic of the Fund
entails risk, specifically trying to identify forces of change and those companies that may
benefit from that change.

unrealised gains and losses). It is anticipated the Fund
will receive only limited dividends and distributions from
its investments.

The investment opinion in this report is current as
at the date of publication. Investors and advisers
should be aware that over time the circumstances
of the issuer and/or product may change which
may affect our investment opinion.

Independent Investment Research

RECOMMENDATION
In IIR’s view, the key appeal of the Fund is essentially two-fold: the thematic nature of the
investment mandate and the calibre and experience of the Investment Committee. While the
lack of direct equities and portfolio management experience of the Investment Committee
could be seen as a negative, disruptive innovation is a thematic where, in our view, the
key is understanding companies and products and services more so than the nuances of
investment analysis (modelling, valuations, etc). In this regard, the direct industry experience
and the variety of that experience across the Investment Committee members places it in a
strong position. We do note, however, that the Investment Committee is newly formed and
unproven. Overall, IIR rates Evans & Partners Global Disruption Fund RECOMMENDED.
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SWOT ANALYSIS
Strength
 An Investment Committee with a significant amount of experience, pedigree and a
range of different industry backgrounds relevant to identifying companies that may be
beneficiaries of disruptive innovation.
 An attractive thematic that not only presents significant growth potential but also the
potential to act as a hedge to domestic investors that have exposure to Australian
companies that may be adversely impacted by disruptive technologies.
 The advantages of a listed entity in terms of liquidity, pricing and the information
transparency associated with regular ASX releases.

Weakness
 The Investment Committee is newly formed, has no performance history and the
majority of members have no direct equities or portfolio management experience, albeit
with significant industry experience.
 The portfolio is yet to be established creating a lack of visibility in this regard and
attendant investment risks.

Opportunities
 The Fund provides an opportunity to invest in internationally domiciled disruptive
companies through an ASX listed investment vehicle.
 Exposure to companies that are potential beneficiaries of disruption may provide
investors a hedge against the disruptive effects felt across various industries and, by
extension, a potential hedge for their existing investment portfolios. It could be argued
that Australian equities investors are particularly exposed to the risks of disruption, given
the Australian market is often characterised by oligopolies and large dominant companies
but companies that are often not at the forefront on innovation.
 The Fund has the potential to provide domestic investors with greater geographic
diversification in a country where domestic investors often exhibit a significant home
country bias in their portfolios.

Threats
 The Fund has an investment mandate centred around identification of investment
opportunities expected to benefit from disruptive innovation. By its very nature, this
involves risk and it may be difficult to predict technological, operational, financial and
security price performance of securities in a constantly evolving disruptive environment.
 The Fund’s investments will be primarily denominated in foreign currencies. The value
of the Fund will be affected by increases and decreases in the value of the Australian
dollar against foreign currencies in which investments are held, except to the extent any
hedging of the portfolio is implemented. Hedging is not currently intended.
 The portfolio will be intentionally concentrated which brings associated risks.

PRODUCT OVERVIEW
The Fund aims to invest in companies that have proven abilities to disrupt, and the potential
to continue to disrupt, existing markets and companies as well as a selection of smaller
innovators who have the potential to successfully disrupt existing industries and companies.
Complementing a relatively large exposure to major listed global companies will be a
selection of smaller positions identified by the Investment Manager that have the potential to
successfully disrupt existing industries and companies.
It is our expectation is the portfolio may have something of a core-satellite characteristic,
representing a mix of larger, relative ‘safe’ companies (Alphabet, Apple, for example) and
smaller less established companies.
The Investment Manager may seek to identify and source opportunities in unlisted Australian
and international companies that are typically at an earlier stage in their business life-cycle
than the Fund’s listed investments but which have a disruptive business model or technology
that the Investment Manager believes has the potential to be successful. This may involve
Independent Investment Research
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participation in pre-IPO fund raisings but will not encompass early stage or venture capitaltype investments.
All investments are subject to the Investment Manager’s review and approval. The
Investment Manager will have day-to-day portfolio oversight and will provide risk
management. As Investment Manager for the Fund, Evans and Partners Investment
Management Pty Limited has appointed an Investment Committee of highly experienced
corporate executives who, in conjunction with the Portfolio Consultant, will generate
investment ideas, undertake due diligence, monitor industry developments, and make
portfolio management recommendations to the Investment Manager.
As responsible entity, Walsh & Company is responsible for the operation and administration
of the Fund, including by providing fund management and administrative services to the
Fund, such as company secretarial, administrative and operational support services, and
investor relations services.
The Invesment Manager does not presently intend to hedge against currency risk but may
re-evaluate the hedging policy in the event of changes to the prevailing exchange rates and
economic conditions.
The offer comprises an offer of a minimum of 31.25 million units and a maximum of 62.50
million Units. The responsible entity may, at its discretion, accept oversubscriptions for up
to an additional 31.25 million units. The offer comprises an offer of units at a price per unit of
$1.60.

MANAGEMENT GROUP PROFILE
The Responsible Entity and the Investment Manager are members of the Evans Dixon
Group. The Evans Dixon group was formed in the latter part of 2016 when Evans and Partners
and Dixon Advisory merged their two entities. Their existing businesses, Evans and Partners,
Dixon Advisory and Walsh & Company, retain their identities under the merged group.
Evans Dixon is now a significant Australian investment and wealth management business
with enhanced capability and broad client offerings across Asset Management, Corporate
Advisory, Institutional Equities & Debt, Private Wealth Management and Self-Managed
Superannuation.

INVESTMENT TEAM
The Investment Committee will provide recommendations to the Investment Manager,
in respect of investment decisions and portfolio construction. The primary role of the
Investment Committee is to:
 identify investment themes and opportunities;
 review information and carry out research and analysis with respect to potential and
existing investments; and
 provide recommendations to the Investment Manager regarding the allocation of the
Fund’s capital.
Formal Investment Committee meetings will be held on a monthly basis. However, in the
interim, there is expected to be regular less formal communication in relation to necessary
updates or the discussion of investment ideas.
The relevant experience of the Investment Committee members and Portfolio Consultant is
summarised below.
David Evans BCOM (MONASH) Chair. Executive Chairmain of Evans Dixon. Director of
Seven West Media and Chairman of Cricket Australia’s Investment Committee. Previously
Managing Director and Chief of Staff at Goldman Sachs JB Were.
Richard Goyder AO, BCOM (UWA) Committee Member. Managing Director and CEO of
Wesfarmers Limited. Chairman of the Australian Football League Commissions, incoming
director and Chairman of Woodside Petroleum Limited, nominee director of Qantas Airways
Limited.
Paul Bassat, BCOM, LLB. (MELB) Committee Member. Co-founder of Square Peg Capital
and co-founder of Seek Limited. Director of Wesfarmers Limited and board member of
Innovation Australia and the Peter MacCallum Cancer Foundation.
Independent Investment Research
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David Thodey AO, BA (VU WELLINGTON), HON DOC (DEAKIN) Committee Member.
Former CEO and Executive Director of Telstra. Chairman of the Commonwealth Scientific and
Industrial Research Organisation (CSIRO), Chaiman of JobsNSW, advisory board member of
Square Peg Capital and Unified Healthcare Group.
Sally Herman BA (UNSW), GAICD Committee Member. Former executive of Westpac
Group Institutional Bank and BT Financial Group Director of Suncorp Group Limited, Premier
Investments Limited and Breville Group Limited. Board member of Investec Property Limited
and Sydney Harbour Federation Trust
Jeffrey Cole PH.D. Committee Member. Director of the Center for the Digital Future as
the USC Annenberg School for Communication and Journalism. Founder and director of
the World Internet Project. Adviser to governments and large global companies on digital
strategies
Raymond Tong BE (Hons), BCom, CFA Portfolio Consultant. Evans and Partners Senior
Research Analyst, previously Goldman Sachs. Rated in the top three analysts in the Australian
telecoms sector over a number of years, as well as having covered other industry sectors
over the years. Raymond commenced at Evans and Partners in January of this year. The role
represents his first in relation to portfolio management, with his prior relevant experience
limited to the ‘sell side’. Raymond is not a voting Investment Committee member, rather he
acts as a ‘consultant’ to the Investment Committee members. Raymond also has access to
an assistant analyst to provide additional resourcing.

INVESTMENT PROCESS
Investment Philosophy
Walsh & Company notes that the term disruptive innovation was coined to describe a
process where a smaller company with fewer resources initially targets a particular market
niche and then eventually displaces previously dominant competitors, with its offering
taken up by the primary market. However, today colloquial usage of the term “disruption”
or “disruptive innovation” tends to be more broad, describing the role innovation plays
in significantly transforming markets, industries, and companies. Disruption has become
increasingly prevalent over recent years, driven by advancements in technology such as fixed
line broadband, developments in mobile network speeds and capacity, smartphones, cloud
technology and the internet of things.
Furthermore, Walsh & Company notes that technology advancements have allowed
companies to increase productivity, reach new customers and introduce new products. These
advancements have, in many instances, lowered barriers to entry and enabled new entrants
with innovative approaches to solve complex business problems, better serve customers
and/or improve efficiencies to a greater extent than previously seen.
Notably, many industries and businesses targeting the consumption of information have been
significantly affected by technology since the turn of the century. Walsh & Company notes
that this is at least partly due to technology facilitating the transition to online distribution
models that have enhanced speed of delivery and consumer convenience – mobile phones,
media, music and movies being four prominent examples. In many instances the impacts
upon existing businesses in these industries have been far reaching, both operationally and
financially.
The Investment Manager is of the view that the pace of technological innovation is likely to
accelerate, with future technological advancements benefiting from previous developments,
potentially creating opportunity for further disruptive innovation and in-turn business and
investment opportunities.

Investment Strategy
The types of investments in which the Fund may invest will be primarily international and
Australian securities that are quoted for trading on a financial market, as well as some
unquoted securities (or interests in such securities).
Subject to market conditions, it is intended the initial portfolio will be substantially invested
within three months of the offer closing date. From that time, the Investment Manager will
target approximately 10 to 20 investments.

Independent Investment Research
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The Investment Manager will target a concentrated portfolio of investments (primarily listed
companies) which may exhibit some or all of the following characteristics:
 a proven ability to disrupt, and continue to disrupt, existing markets and businesses;
 the ability to utilise new technology to disrupt existing industries;
 demonstrated growth potential and scalability; and
 an appropriate capital structure to fund research and development, as well as growth.
Complementing a relatively large exposure to the major listed global companies will be a
selection of smaller positions identified by the Investment Committee that have the potential
to successfully disrupt existing industries and companies.

Investment Process
Market Review
In the first stage of the investment process the Fund implements a top-down thematic
approach.
Examples of these key themes include the growth of ecommerce over traditional retail, the
evolution of payment systems, and artificial intelligence.
The Investment Committee and Portfolio Consultant seek to gain an understanding of the
role disruptive innovation plays in global and domestic markets and the impact it may have
upon existing industries and businesses. By applying their knowledge and expertise in
this area, the Investment Committee and the Portfolio Consultant have identified, and will
continue to monitor for, key themes that are associated with disruption.
These key investment themes guide the Fund’s investment process by focusing research
efforts on specific industries and companies in these areas, and these themes are ultimately
expressed through the portfolio’s individual security holdings.

Idea Generation
Following market review and the identification of targeted disruptive themes, initial screening
is used to identify listed companies, globally, which may be beneficiaries of these disruption
related themes. Screens are both quantitative and qualitative, depending on the investment
theme and companies being assessed. The Fund also monitors initial public offerings to
identify new listed companies with potentially disruptive business models.
Investment ideas may also be sourced from the Investment Committee or Portfolio
Consultant through their industry knowledge and networks. These may include a selection
of smaller companies that have the potential to be successful but are not currently listed.
This may involve participation in pre-IPO fund raisings but will not encompass early stage or
venture capital-type investments.

Security Selection
The initial screening process enables the Investment Manager to maintain a database of
companies that have been identified as having some or all of the following characteristics:a
proven ability to disrupt, and continue to disrupt, existing markets and businesses; the ability
to utilise new technology to disrupt existing industries; demonstrated growth potential and
scalability; and an appropriate capital structure to fund research and development, as well as
growth.
The Portfolio Consultant and/or Investment Manager then conduct in-depth, bottom-up
research and analysis on the identified securities, as well as frequent monitoring of existing
securities within the database. This bottom-up research may involve: industry; business
quality, operational, and financial analysis; evaluation of management; and valuation.
Companies are assessed against criteria which may include: competitive advantage of the
product, or service, within a market and meaningful barriers to entry; growth potential;
management team capability and depth; corporate strategy; balance sheet strength and cash
flow generation capacity; and attractive valuations relative to price.
Following in-depth assessment of the short-listed securities, the Portfolio Consultant
then makes recommendations to the Investment Committee regarding the purchase
or sale of securities in the portfolio, based on the relative attractiveness of securities.
Recommendations may take place on an ad-hoc basis or at regularly scheduled Investment
Committee meetings. Following consideration by the Investment Committee, any approved
Independent Investment Research
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security purchase or sale will then be recommended to the Investment Manager for approval
and trade execution.

Portfolio Management
The portfolio is constructed in a concentrated, benchmark unaware manner. When
determining security weightings, a range of factors will be considered. For each security, this
may include: the assessed valuation to price; business quality and risk; company size and
liquidity; portfolio concentration (including by sector, product and geographic market); and
each security’s correlation to existing portfolio holdings.
The Investment Manager will target the following portfolio construction, once the Fund is
substantially invested: 30–98% in listed international equities; up to 20% in listed Australian
equites; 2–50% in Cash; at the time of acquisition, a maximum weighting of 15% for any one
security; and not more than 20% of the portfolio to comprise unlisted securities, measured at
the time of the latest acquisition of unlisted securities.
Subject to market conditions, it is intended the initial portfolio will be substantially invested
within three months of the offer closing date.

DISTRIBUTIONS POLICY
The Responsible Entity will generally determine the distributable income of the Fund for
each financial year based on operating income of the Fund (which excludes unrealised
gains and losses). As many of the underlying investments are not expected to have high
dividend payout ratios, it is anticipated that the Fund will receive only limited dividends and
distributions from its investments.
In assessing the suitability of a distribution, the Responsible Entity will consider, in its
absolute discretion, a number of factors including the following: the distribution and dividend
profile of the underlying portfolio; maintaining a stable distribution profile of the Fund; and
any taxation implications.

Independent Investment Research
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APPENDIX A – RATINGS PROCESS
Independent Investment Research Pty Ltd “IIR” rating system.
IIR has developed a framework for rating investment product offerings in Australia. Our
review process gives consideration to a broad number of qualitative and quantitative factors.
Essentially, the evaluation process includes the following key factors: product management
and underlying portfolio construction; investment management, product structure, risk
management, experience and performance; fees, risks and likely outcomes.
LMI Ratings
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This rating indicates that IIR believes this is an above-average grade
product that has exceeded the minimum requirements of our review
process across a number of key evaluation parameters. It has an
above-average risk/return trade-off and should be able to consistently
generate above-average risk adjusted returns in line with stated
investment objectives.
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This rating indicates that IIR believes this is a superior grade product
that has exceeded the requirements of our review process across a
number of key evaluation parameters and achieved high scores in a
number of categories. In addition, the product rates highly on one or
two attributes in our key criteria. It has an above-average risk/return
trade-off and should be able consistently to generate above average
risk-adjusted returns in line with stated investment objectives. The
Fund should be in a position effectively to manage endogenous risk
factors, and, to the extent that it can, exogenous risk factors. This
should result in returns that reflect the expected level of risk.
60–78
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This is the highest rating provided by IIR, indicating this is a best
of breed product that has exceeded the requirements of our review
process across a number of key evaluation parameters and achieved
exceptionally high scores in a number of categories. The product
provides a highly attractive rizsk/return trade-off. The Fund is likely
effectively to apply industry best practice to manage endogenous risk
factors, and, to the extent that it can, exogenous risk factors.

This rating indicates that IIR believes this is a suitable product that
has met the aggregate requirements of our review process across a
number of key evaluation criteria. The product provides some unique
diversification opportunities, but may not stand apart from its peers.
It has an acceptable risk/return trade-off and should generate risk
adjusted returns in line with stated investment objectives. However,
concerns over one or more features mean that it may not be suitable
for most investors.
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APPENDIX B – MANAGED INVESTMENTS COVERAGE
The below graphic details the spread of ratings for managed investments rated by
Independent Investment Research (IIR). The managed investments represented below
include listed and unlisted managed funds, fund of funds, exchange traded funds and model
portfolios.

SPREAD OF MANAGED INVESTMENT RATINGS
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Highly
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9

DISCLAIMER
(a) Disclaimer

(c) Copyright Protection

The information, reports, financial models, forecasts, strategies, audio
broadcasts and other media (referred to as “Content” throughout this
Legal Notice), provided on this web site has been prepared and issued
by Altavista Research Pty Ltd trading as Independent Investment
Research “IIR”, Independent Investment Research Holdings Pty Ltd
(ACN 155 226 074), as authorised to publish research under an Australian
Financial Securities Licence (AFSL No 420170) which allows Independent
Investment Research to offer financial service advice to retail and wholesale
clients. Users of this web site should not act on any Content without first
seeking professional advice. Whilst the Content contained on this web
site has been prepared with all reasonable care from sources which we
believe are reliable, no responsibility or liability is accepted by Independent
Investment Research, for any errors or omissions or misstatements
however caused. Any opinions, forecasts or recommendations reflect our
judgement and assumptions at the date of publication or broadcast and
may change without notice. Content on this web site is not and should not
be construed as an offer to sell or the solicitation of an offer to purchase or
subscribe for any investment. We are not aware that any user intends to
rely on the Content provided or of the manner in which a user intends to
use it. In preparing our Content it is not possible to take into consideration
the investment objectives, financial situation or particular needs of any
individual user.

All Content at this web site is protected by copyright. Apart from any use
permitted under the Copyright Act (Cth) 1968, you must not copy, frame,
modify, transmit or distribute the material at this web site, without seeking
the prior written consent of the copyright owner. Content on this web site
is owned by the business Independent Investment Research. 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

Access by any user to this website does not create a client relationship
between Independent Investment Research and the user. Users seeking
to invest must obtain individual financial advice to determine whether
recommendations are appropriate to their investment objectives,
personal financial situation or particular needs, before acting on any
recommendations. Any Content is not for public circulation or reproduction,
whether in whole or in part and is not to be disclosed to any person other
than the intended user, without the prior written consent of Independent
Investment Research.

(b) Disclosure of Interest
General
Independent Investment Research, its officers, employees, consultants
and its related bodies corporate have not and will not receive, whether
directly or indirectly: any commission; fee; benefit; or advantage, whether
pecuniary or otherwise, in connection with making any recommendation
contained on this web site. Independent Investment Research, discloses
that from time to time, it or its officers, employees and its related bodies
corporate: may have an interest in the securities, directly or indirectly, which
are the subject of these recommendations; may buy or sell securities in
the companies mentioned in the Content; may effect transactions which
may not be consistent with the recommendations in the Content; may
have directorships in the companies mentioned in the Content; and/
or perform paid services for the companies that are the subject of such
recommendations.
However, under no circumstances, has Independent Investment
Research been influenced, either directly or indirectly, in making any
recommendations contained on this web site.

Corporate Research
Independent Investment Research has or may have, received a fee
either directly by a company itself or by a third party, to provide coverage
and/or corporate research (the “Fee”). Where a Fee has been received,
Independent Investment Research does not publish:
Buy / Hold / Sell recommendations for the security or managed
investment schemes.

Copyright 2010 Independent Investment Research. All rights reserved.

(d) Trade Marks
The trade marks and logos displayed on this web site belong to Independent
Investment Research or other parties. Such trade marks include registered
trade marks and trade marks pending registration. Users are prohibited
from using any of these trade marks, without seeking the prior written
consent of IIR or such third party, which may own the trade mark content
on this web site.

(e) Limitation of Liability
To the fullest extent permitted by the law, Independent Investment
Research and any of its officers, employees, agents, consultants or related
bodies corporate disclaim any liability, whether based in contract, tort, strict
liability or otherwise, for any direct, indirect, incidental, consequential or
special damages arising out of or in any way connected with the use of any
Content made available on this web site by any person or entity.

(f) No Warranties
Independent Investment Research does not make any claims, promises,
guarantees, representations or warranties regarding the accuracy,
completeness or fitness for purpose of the Content made available on this
web site. All information on this web site is provided to you on an as is
basis, without warranty of any kind either express or implied. To the extent
that research can be provided by third parties, Independent Investment
Research makes no warranty or representation as to the accuracy or
completeness of such information displayed on this site, and accepts no
liability for errors or omissions arising from such third party information.
To the fullest extent permitted by law, under no circumstances will
Independent Investment Research be liable for any loss or damage caused
by users reliance upon information obtained through this web site. It is
the responsibility of the user to evaluate the accuracy, completeness or
usefulness of any information, opinion, general advice or other content
made available through this web site. Furthermore, Independent
Investment Research does not warrant or represent that this web site
is error free or free from viruses or defects. A user must do all that is
necessary (including using virus checking software) to satisfy itself that
accessing this website will not adversely affect its system.
For further information, please contact IIR at: client.services@
independentresearch.com.au
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