
Harvest Lane Asset Management Pty Ltd   W: www.harvestlaneam.com.au   T:1300 419 420  

Harvest Lane Asset Management is a corporate authorised representative (No. 433046) of Harvest Lane Capital Pty Ltd (AFSL No. 425334).

1 

Absolute Return Fund 
September 2016 Quarterly Update 

Cumulative Return (since inception) 39.99% 

Rolling 3 year Return p.a 11.26% 

Rolling 12 Month Return 7.55% 

3 month 0.70% 

1 month 4.47% 

Harvest Lane Absolute Fund RBA Cash Rate 

7.51% 

2.27% 

1.94% 

0.44% 

0.14% 

Outperformance 

32.48% 

8.99% 

5.61% 

0.26% 

4.33% 

Investment Returns 

Manager Commentary 

Growth of $100,000 since inception 

* Past performance is no indication of future performance. Investments may rise and fall in value and returns cannot be guaranteed. Returns are based on the mid-
point of unit prices and are net of all fees and charges. Unless otherwise stated, all figures are in Australian dollars and include GST. Return calculations covering a 
period greater than 12 months assume the reinvestment of distributions. 

The September quarter essentially saw a continuation of what 
we have witnessed for most of the calendar year thus far, with 
Absolute Return Fund grinding a meagre 0.7% higher for the 
period.  

Breaking this down further shows that the Fund posted a  
negative return in July as the value of our biggest holding 
drifted when it became clear that despite being the subject of  
a 3-way bidding war, the deal it had agreed with the highest  
bidder would not proceed. This was most unusual, as rarely 
would a contested bidding situation end up without an 
eventual winner. However, it demonstrates the importance of 
having appropriate risk management in place at all times given 
that the market is capable of turning up a range of outcomes 
that we would not necessarily expect but are nonetheless 
prepared for. 

August by comparison, was uneventful for the most part and 

offered little indication that September would see the Fund post 
one of its strongest months ever to finish the quarter. It just 
shows that timing exactly when the strategy will work best is 
problematic and that we must unfortunately endure the quiet 
periods in order to obtain the benefit of the good periods – the 
difference of which is often only apparent with the benefit of 
hindsight. Simply, conditions for our strategy can quickly 
change from awful to overtly favourable.  

September’s performance notwithstanding, it was obviously a 
subpar quarter from our perspective. The small gain for the 
period means that the Fund has added 7.55% net of fees on a 
rolling 12-month basis, a little below our target return of       
10%+per annum. 

Continued Page 3 
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Fund Facts 

Name Absolute Return Fund 

Structure Retail daily priced unit trust 

Inception 1 July 2013 

Investment Objective 10%+p.a (over 3 year period) 

Manager Base Fee1 Capped at 1.25% 

Manager Performance Fee2 25% (incl GST) of returns above 
RBA Cash 

High Water Mark Yes 

Applications/Redemptions Daily 

Distributions Annual 

Administrator Fundhost 

Auditor Ernst & Young 

Custodian NAB 

Average Full Financial Year Return3 11.81% 

Average Monthly Return (since inception) 0.95% 

% Positive Months 76.92% 

Best Positive Month 4.82% 

Worst Negative Month -3.91%

Maximum Drawdown -6.92%

Annualised Standard Deviation 6.67% 

Sortino Ratio 2.71 

Sharpe Ratio 1.43 

Correlation with All Ordinaries -0.06

Beta -0.03

Portfolio Analytics 

Monthly Returns History 

Absolute Return Fund 
September 2016 Quarterly Update 

1  Harvest Lane Asset management does not receive any part of the management fee. Instead this is paid to the Fund’s service providers and to recover all ordinary 
expenses. 
2 Performance fee is charged when the funds performance exceeds its benchmark (RBA Cash Rate). 
3 Return is calculated as the average of all full financial years since inception (01/07/2013 - 30/06/2016) and does not include returns for the current year.
* Past performance is no indication of future performance. Investments may rise and fall in value and returns cannot be guaranteed. Returns are based on the mid-
point of unit prices and are net of all fees and charges. Unless otherwise stated, all figures are in Australian dollars and include GST. Return calculations covering a 
period greater than 12 months assume the reinvestment of distributions. 
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Absolute Return Fund 
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Manager Commentary continued 

Over the longer period since inception of the fund, we have 
exceeded our return objective and we remain confident of  
doing so going forward. 

Frustratingly, we have felt like we have been on the cusp of a 
period of improved performance for some time however, we 
have yet to see that translate into results. The positive we can 
take from the recent absence of activity, is that this situation is 
very likely to be mean reverting and we believe (and     
September’s performance would indicate) that we may finally 
be seeing this begin to play out.   

In fact, at the time of writing there have been 10 new M&A 
deals announced since late August that we have felt were 
suitable for inclusion in the portfolio. This includes names such 
as Bradken, UGL, ASG Group and Fantastic Holdings just to 
name a few. Only one of these announced deals have thus far 
resulted in an improved offer (which is obviously when we 
generate our best returns) but it would not be unreasonable, 
and would in fact be typical, to think that a few more of them 
may yet end up that way. Should this occur it would provide a 
welcome boost to returns as we round out the year.  

Importantly, we remain focussed on what we can reasonably 
control and that is to continue identifying prospective   
opportunities, position ourselves accordingly and then wait for 
our strategy to deliver the returns that we (and you) eventually 
expect that it will. 

It is pleasing at least to have some significant business       
enhancements and operational items to report on. Existing 
investors will note that the name of the Fund has now officially 
been changed from ‘Tax Effective Fund’ to ‘Absolute Return 
Fund’. The way in which the Fund and its investment strategy is 
managed/implemented will not change, but rather the Fund 
name was changed to best reflect the underlying investment 
approach and its objectives. That said, arguably, the fund 
does still remain a lot more ‘tax effective’ than most for many 
investors, with potential and significant benefits from additional 
franking credits not reflected in our published returns. 

Furthermore, we are pleased to confirm that the Funds Product 
Disclosure Statement (PDS) was recently registered with ASIC 
and is available to be viewed/downloaded on our new website 
(www.harvestlaneam.com.au). The website also features more 
detailed information about the Fund, its past performance and 
importantly, will also provide more timely information about 
future performance. Unit prices for the Fund will be updated 
daily to reflect the fact that applications for new units in the 
fund can be made at any time rather than just once a month 
(as can withdrawals/redemptions). Philosophically, we are 
pleased to be able to offer our strategy to a broader audience, 
as we know that there are few good offerings of our type that 
are available to retail investors. 

We’ll also be switching to more regular (monthly) reporting. 
We’ll continue producing a more detailed quarterly report as 
we do now, but we’ll be supplementing those with a briefer 

monthly report for the intervening months to update investors 
on Fund performance. 

I have mentioned in previous letters that we will be hosting a 
function in recognition of the support received from our    
investors to date (for which we are very grateful), to celebrate 
the launch of our new brand and in recognition of the Fund 
being open to new/additional investment following the 
transition period to a PDS product. The event is to be held in 
the Sydney CBD (not far from our office) on Wednesday 16 
November at 6pm, with invitations to follow shortly.  

In attendance will be not just Harvest Lane staff and existing 
investors but so too some prospective investors. As such, if 
upon receipt of your invitation you know of anyone else who 
you think may like to come along and meet the team and/or 
some of our other investors, then please feel free to invite them 
to join us and simply include their details along with your own 
when RSVP'ing. 

In a similar vein, now having our PDS available removes all 
previous restrictions regarding how much money we could 
raise for the Fund and from whom. The minimum initial       
investment is now only $5,000 and investors also have the  
option of establishing an ongoing savings plan for as little as 
$100 per month. Existing investors can add to their current 
investment at their leisure (and several have done so already) 
but it also opens the fund up to new investors. So, if you know 
someone for whom an investment in the Fund may be suitable, 
then please feel free to tell them about us and have them either 
contact our office or visit the website.  

One final operational matter to note, is that all Fund  
administration such as unit pricing, issuing investor 
confirmations, tax reporting and registry maintenance as well 
as responsible entity services are now being undertaken by 
Fundhost (http://fundhost.com.au/investor/hlarf).  

As always, thank you for your support. I look forward to seeing 
many of you in person on the 16th of November and should you 
at any time wish to discuss your investment in the Fund, then 
please don’t hesitate to contact me. 

Kind Regards, 

Luke Cummings
Chief Investment Officer & Managing Director 

(on behalf of the team at Harvest Lane Asset Management) 
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Harvest Lane Asset Management Overview 

Harvest Lane Asset Management Absolute Return Fund (Fund) is a high conviction absolute return fund which aims to produce 
high absolute returns using a conservative yet nimble investment approach. The Fund has a strong focus on preservation of  
capital and its trades have almost no dependence on traditional asset class returns.   

The Fund invests very selectively in stocks subject to special circumstances, which the manager believes have limited risk of 
capital loss and a skew towards positive returns. In practice, the Fund takes  advantage of merger arbitrage opportunities and 
capital raisings in a highly selective manner – and only when its assessment is that these represent a strong risk/return trade-off.  

Given its low correlation with other investments and a focus on absolute returns, the Fund may be used in conjunction with other 
investments as part of a defensive portfolio allocation. Alternatively, it can be used as a standalone lower risk alternative to 
growth investments. 

Considering the Funds strategy identifies a large number of opportunities that include fully franked dividends, the Fund may also 
suit self managed superfunds and other low tax paying entities depending on their investment objectives.  

The manager only charges a performance fee on returns above cash and in the event that the Fund underperforms its       
benchmark, Harvest Lane Asset Management receives no other payment from investors in the Fund. Management fees go to 
pay costs and service providers such as Fundhost. The principals of the Fund, and their friends and family are also heavily 
invested in the Fund which further aligns the interests of its staff with that of its investors. 

Disclaimer 

This information refers to investments in the Harvest Lane Asset Management Absolute Return Fund (ARSN 614 662 627) (Fund). 

Any person seeking to make an investment should review the Product Disclosure Statement (PDS) for the Fund dated 20      
September 2016 issued by the responsible entity of the Fund, Fundhost Ltd (ABN 69 092 517 087, AFSL No. 233045) 
(Fundhost). Before making any decision to make or hold any investment in the Fund you should consider the PDS in full. A copy 
of the PDS is available here www.harvestlaneam.com.au. 

This information has been prepared without taking into account your individual objectives, financial situation or needs. You will 
need to consider whether an investment in the Fund is appropriate for you, having regard to those matters. You should seek  
legal, financial and taxation advice before investing. The manager of the Fund is Harvest Lane Asset Management Pty Ltd (ACN 
158 314 697, Corporate Authorised Representative No. 433046 of Harvest Lane Capital Pty Ltd AFSL No. 425334). Investment 
returns are not guaranteed. 
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