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Return Summary
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Excess return
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Cumulative

Per Annum

6.1%

56.1%

10.6%

16.1%

6.9%

45.6%

8.9%

-12.0%

-0.9%

10.5%

1.7%

Fund Returns are prepared on a redemption unit price basis after management and performance fees inclusive of GST. Distributions are assumed to be re-invested
at the mid unit price. Individual tax is not taken into account in deriving Fund Returns. In calculating the NTA, the Atlantic Pacific Australian Equity Fund ("Fund") asset
values have been calculated using unaudited price and income estimates for the month being reported. Past performance is not indicative of future performance.
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The Fund is a long-bias equity market product which
typically buys or short sells Australian listed securities and
derivatives. Net and Gross market exposure is maintained
within a range of 0-100% and 0-200%, respectively.
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The Investment manager employs their Quadruple Alpha
Investment Strategy which focuses on outperforming over
all market cycles by capturing upside returns while
minimising downside risk.

$12,000
$11,000
$10,000

$9,000

Start Nov
13

May
14

Net Return

Nov
14

May
15

Nov
15

May
16

Nov
16

May
17

S&P/ASX 200 Accumulation

The objective of the Fund is to outperform the benchmark
by greater than 5% pa after fees over a 5-7 year time
frame.

Market Overview - The Australian equity market performed strongly throughout the month of October, shrugging
off the weak leads from a very forgettable reporting season to end the month up 4% and unusually with all sectors of the
domestic market performing strongly to end in the green. The Energy sector in particular had a very strong month, rising 6.5%
throughout the month driven by generally higher oil prices. Light Crude, as measured by the performance of the CL Futures
contract listed on the NYMEX exchange, was up approximately 4% throughout the month, and has continued this robust
performance since, with Oil producers being the major beneficiaries of this move and Airlines being one industry that
experiences the negative first order impact of the rise. The fund achieved our exposure to this change via our investment in
Oil Search (OSH) which ground generally higher during the month as upgrades to broker estimates flowed through on the
back of the strengthening underlying commodity.
The fund did not take any short positions exposed to the strong underlying oil price, although Qantas (QAN) would have been
an obvious way to express this view, especially when considering the astonishingly strong performance this year. QAN has
experienced a trough to peak move of close to 100% this year, albeit from a low base in terms of relative valuation against
peers and aided by a significant share buyback program. At the time of writing the QAN stock has now retraced from its highs,
although it had a delayed reaction to the strong oil price and appeared to be defying gravity for some time before finally
reverting from highs following the trading update towards the end of the month of October.

Iron Ore futures had another awful month, with the Dalian listed contract falling 5.7% throughout the month to bring year to
date performance to -25%. The fund has previously gained exposure to movements in Iron Ore prices via Fortescue Metals
(FMG) being a pure play Iron Ore miner and thus the ‘cleanest’ way to express a view. While we did not hold a position in
FMG during the month of October, we have held a position post month end, in the belief at the time of initiation that Iron Ore
prices may have bottomed in the near term and could bounce. Economic data coming out of China in October was broadly
positive, with a stronger that expected Industrial Production figure and an as expected GDP figure both coming towards the
end of the month. The generally rosy picture that has been portrayed of late in global data has driven a period of extremely
strong Copper prices, which rallied 6% throughout the month and has now added over 23% this year. This positive
performance came following a period of weakness in September, possibly driven by profit takers. The fund bought a position
in BHP throughout the month, given its exposure to these strong underlying commodity price trends.
For the second consecutive month a major contributor to the performance of the fund was our position in Universal Coal
(UNV). We wrote about this position last month, noting that the share price appeared to be beginning to reflect the
underlying reality of how far the business had progressed. The maiden dividend was clearly well received by shareholders and
the month of October saw the stock reaching calendar year 2017 highs; rallying from 19.5c at the beginning of October to an
intra month high of 22.5c on significantly increased volumes. We remain holders of the stock despite the recent pull back
from highs, in anticipation of further interest from shareholders if the company can continue to deliver on operational targets
in line with its recent history.
Another major contributor to fund performance was Challenger (CGF) which rose strongly mid-month following an update
from management outlining the increases in assets under management, solid long-term annuity sales and strong net funds
management flows. The company updated guidance for the FY18 year, targeting growth of 8 to 12% on FY17 Earnings. The
company guidance looks to be somewhat ahead of broker estimates, and the better than expected annuity sales resulted in a
few broker upgrades following the announcement causing the stock to rally from around $12.60 to over $13.60 in two trading
sessions. Following the strong performance, we have reassessed our holding, and while the company is operating very well, at
current prices the valuation looks stretched in our opinion. We will continue to monitor and may accumulate again at lower
prices if the opportunity presents itself. Aristocrat Leisure (ALL) also had an extremely strong month; rising from $21 to
almost $24 throughout October after ALL announced to the market that it was acquiring Plarium - an Israeli game developer
specialising in Free-To-Play mobile and social games. The acquisition is expected to complete before calendar year end, and to
be EPS accretive within the first year. The acquisition represents a significant diversification of ALL’s business, and with
Plarium’s impressive track record was well received by the market. This strong performance led to ALL being one of the main
contributors to fund performance for the month. We exited our position in ALL towards the end of October ahead of the
company reporting FY17 results which are expected at the end of November. When price and earnings expectations inflate
ahead of a result announcement we tend to trim or cut our positions pre-report due to the negative asymmetry that such a
setup presents.
A major detractor from fund performance was our underinvestment throughout the month. The strength of the market
moves in October took us by surprise, given that in the previous months our domestic market had remained stubbornly
rangebound regardless of overseas leads. Historically, the fund has had a much smoother return profile than the overall
market, with a tendency to derive a significant amount of our outperformance from periods of negative market performance,
unfortunately this means that we also tend to be underinvested through periods of strong market performance as we strive
to preserve investors capital and avoid the large negative drawdowns that the broader market periodically experiences.

Outlook – Globally economic data remains very supportive of equity markets, with the major economies of the
world enjoying a period of strong economic growth, and signs that long awaited inflation may now appear. Overseas, the
US market in particular has performed extremely well, on the back of encouraging economic data and an investment
thesis centred upon stimulatory tax reform. In our view this must now be translated into higher earnings for corporates,
as equity markets have in essence pulled forward these future year earnings into today’s higher stock prices. Geopolitical
risk remains elevated, with the threat of nuclear war on the Korean peninsula likely never higher. However, equity market
fatigue when faced with risks of this nature is self-evident; the half-life of any risk such as this is brief, with markets
tending to respond swiftly and sharply to the first realisation of such a risk but with each subsequent ‘flare up’ receiving
less and less attention from market participants. As we have noted in the past you cannot really position yourself ahead
of such an event, merely stand ready to respond if and when it occurs. As such we will continue to manage money on the
basis that the domestic economy is performing strongly and commodity prices have strengthened significantly from lows,
suggesting that both miners and industrials will likely find earnings well supported.
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Important information
APSEC Funds Management Pty Ltd ACN 152 440 723 (APSECFM) is a corporate authorised representative (CAR: 411859) of APSEC Compliance and Administration Pty Limited
(AFSL 345 443 ACN 142 148 409). APSECFM is the investment manager of the Atlantic Pacific Australian Equity Fund (ARSN 158 861 155) (Fund). This document has been
prepared and issued by APSECFM. Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the Responsible Entity of the Fund. Equity Trustees is a
subsidiary of EQT Holdings Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX:EQT). A Product Disclosure Statement (PDS) for the
Fund is available at www.eqt.com.au/insto and can be obtained by calling APSEC on +612 8356 9356. The PDS should be considered in deciding whether to acquire, or to continue
to hold, an investment in the Fund. This material is for general information purposes only. It is not an offer or a recommendation to purchase or sell any security and is not
intended to substitute for the Fund’s PDS which will outline the risks involved and other relevant information. It is not intended to take the place of professional advice and you
should not take action on specific issues in reliance on this information. Please note that past investment performance is not a reliable indicator of future investment
performance. Equity Trustees do not express any view about the accuracy or completeness of information that is not prepared by Equity Trustees and no liability is accepted for
any errors it may contain. The performance of the Fund or the repayment of any investor’s capital is not guaranteed. This information has not been prepared taking into account
your objectives, financial situation or particular needs. This document may contain information provided directly by third parties. To the maximum extent permitted by law,
APSECFM excludes liability for material provided by third parties. APSECFM does not warrant that such information is accurate, reliable, complete or up-to-date, and to the fullest
extent permitted by law, disclaims all liability of APSECFM and its associates. APSECFM believes that the information contained in this document is accurate when issued. To the
maximum extent permitted by law, APSECFM excludes liability for any loss or damage arising as a result of reliance placed on the contents of this document.
HALO is an analytical tool developed and owned by HALO Technologies Pty Ltd (ABN: 54 623 830 866) (HALO Tech) a Corporate Authorised Representative (CAR: 1261916) of
Amalgamated Australian Investment Solutions Pty Ltd (ABN: 61 123 680 106. AFSL: 314 614) (AAIS) and a related party to ASPEC FM. HALO only contains factual and forecast
information. Information presented or extracted from HALO should not be considered advice or a recommendation. Any forecast information relates to the intent, belief and
current expectations of various analysts via Factset with respect to the performance of the respective stocks based on historical and projected performance data. You should not
place undue reliance on these forward looking statements. While all due care has been used in the preparation of the forecast information, actual results may vary in a materially
positive or negative manner. Forecasts and hypothetical examples are subject to uncertainty and contingencies outside of HALO Tech’s or AAIS’s control. If you would like more
detail in relation to HALO please contact APSEC FM / or your Adviser.

