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With a poor return of -5.3% in the month, we're unhappy to report

that April 2018 has been the C3G Fund's most disappointing

month yet. Whilst of lesser consolation to recent investors, this

negative return has come after a sustained period of

outperformance with the 12mth return of the Fund in excess of

19% (after all fees).
 

 

Even with an underlying market that was positive, the Fund struggled to �nd a

position that rose in April. It was a true 'perfect storm' as prices across the Fund

pulled back. Despite only BlueSky (BLA) and Experience Co (EXP) posting

negative news, just three stocks out of a portfolio of more than 20 rose (and, even

then, those three gains were all less than 5%).
 

 

This is certainly disappointing news for our investors (including ourselves as fellow

Fund unit-holders) and one that we hope we will be a rare occurrence.
 

 

Whilst negative months are not uncommon for the Cyan C3G Fund, over time they

have been outweighed by, not only more positive months but, stronger positive

months. As the following chart shows, over its history, the Cyan C3G Fund has

reported just one month where it has fallen more than 4%, but has posted 11
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months where it has risen in excess of 4%.  
 

 

  

We pride ourselves on our ability to discover and pro�t from strongly performing

companies that are yet to be recognised by the broader market. And we aim to do

this whilst limiting the overall risk of our investors' capital. Compared to the market,

the Cyan C3G Fund has fallen fewer months than the market, and when the Fund

does fall, it falls less, on average, than the market.
 

 

  

We believe that, rather than focussing on individual months - and whether it has

been a good or a bad time to invest -investors should consider their investment

over a longer-term timeframe. Throughout an expected 3 year investment period,

this will comprise of 36 months in which, hopefully, many will be positive and some

will be negative.
 

 

How these fall is, in some respects, likely to be random and any short-term moves

should be seen in the greater context of a longer term investment.
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April Review
 

 

April's negative performance was bookended by two longer-term positions that

have added signi�cant value to the Fund over their lifespan. BlueSky (BLA), which

we wrote about extensively in our last monthly report in early April here, impacted

performance at the start of the month and Experience Co (EXP), which

downgraded earnings on the 30th April, impacted at the end.
 

 

Some of the more notable positions included:
 

 

AMA Group (AMA) 
 

(April return: -11%, Current level above our �rst purchase: 203%) 
 

 

AMA proposed a demerger to shareholders after receiving a takeover bid from

Blackstone for its Vehicle Panel repair business equating to 86cps. The extended

timetable and attractiveness of the remaining Automotive Components business

has clearly not been well received as positively by shareholders as we might have

expected. With the shares closing the month at 97c there appears to be

signi�cantly more upside than down.
 

 

Experience Co. (EXP)
 

(April return: -18%, Current level above �rst purchase: 132%)
 

 

The company revised its FY18 earnings guidance down by 15% on the 30th April

because of some extreme weather in Queensland - some areas received more than

1,000mm of rain in March. We were aware of the less than favourable weather but

regard it as an 'external event' - much like accidents, that the company has also

endured - and not a fundamental change in the underlying fundamentals of the

business. Indeed, the ensuing weakness has provided a short-term value event and

we have picked up a handful of additional shares in the company.
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Motorcycle Holdings (MTO) 
 

(April return: -20%, Current level above �rst purchase: -25%)
 

 

The recent performance of this company has been somewhat confounding.

Despite rolling out new stores and making a smart vertically integrated acquisition

in parts wholesaler, Cassons, MTO has found itself under severe price pressure.

Motorcycle sales have been softer but the longer-term outlook of further

consolidation in the industry looks likely. Over the past three months we have

reduced our weighting in the stock but the pullback has still impacted

performance. As yet, we have not sought to again increase our holding but at

current prices, this is a company that is rapidly becoming an extremely attractive

long-term proposition.
 

 

Moelis (MOE)
 

(April return: -10%, Current level above �rst purchase: +30%)
 

 

We can only be put down the recent weakness in this Sydney based investment

bank to the negative commentary swirling from the Financial Services Royal

Commission. There are a number of catalysts in the coming months that could see

this stock track signi�cantly higher.
 

 

Media 
 

 

Cyan Investment Management was mentioned as one of the stand-out managers

in the Livewire article: "Microcap Managers continue to outperform ETF’s".
 

 

Dean Fergie spoke to the Australian Financial Review about selling out of Bluesky:

"Escaping the Blue Sky wreck: Lessons from fund manager Dean Fergie".
 

 

Graeme Carson was interviewed by Livewire, "Focus on the company, not the

index.".
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Outlook
 

 

Being long-term investors it is dif�cult to manage month-to-month performance. 
 

 

Indeed - with the de�nitive caveat that any short-term movements are not a

re�ection of deteriorating structural investment fundamentals - we believe it is

detrimental to long-term investor returns to concentrate on shorter-term price

movement.
 

 

Typically short-term price management:

is incredibly dif�cult to predict with any degree of accuracy and consistency;

impacts returns through increased transaction costs;

detracts focus on �nding the next core investments, and;

will materially impact the Fund's tax-effectiveness.

Of course when companies disappoint we will not hesitate in cutting them

(BlueSky is presently trading 60% below where we completed our selling in early

April), but there will be occasions (hopefully few and far between) where there are

simply fall-backs in price.  
 

 

In light of recent price movements, we are looking on the near-term outlook for the

Fund more positively than in the past. Certainly some short-term pain has been

experienced but we are beginning to feel there is some value creeping into our

end of the market. We'll likely add to many of our our existing holdings in the

coming months and, as always, be hunting out new and exciting core Fund

positions.
 

 

As always - and particularly given the recent disappointing performance - we are

available to be contacted by our investors directly at any time.
 

 

Dean Fergie and Graeme Carson
 

Cyan Investment Management
 

 

AFSL No. 453209
 

 

An investment in the Cyan C3G Fund can be made by clicking here
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Past performance is not a reliable indicator of future performance. The Total Returns of the Cyan C3G Fund over speci�ed periods are shown

above.  This document contains information regarding Total Returns to 30 April 2018. Total Returns are calculated after taking into account

performance fees.  A performance fee of 20.5% is payable quarterly on any excess performance (after deducting the Management fee) above

the quarterly benchmark of 2.5%.  A performance fee is only payable where the Fund has exceeded both the benchmark and high water mark.
 

 

The Total Return performance �gures quoted are historical, calculated using end of month mid prices and do not allow the effects of income

tax or in�ation. Total Returns assume the reinvestment of all distributions. The performance is quoted net of all fees and expenses. The Indices

do not incur these costs. This information is provided for general comparative purposes. Positive returns, which the Fund is  designed to

provide, are different regarding risk and investment pro�le to index returns. This document is for general information purposes only and does

not take into account the speci�c investment objectives, �nancial situation or particular needs of any speci�c recipient. As such, before acting

on any information contained in this document, recipients should consider the appropriateness of the information to their needs. This may

involve seeking advice from a quali�ed �nancial adviser. Cyan Investment Management Pty Ltd (AFSL 453209) is the issuer of the Cyan C3G

Fund. A current IM is available from Cyan Investment Management Pty Ltd, located at 17/31 Queen St Melbourne, VIC 3000.  A person should

consider the IM before deciding whether to acquire or continue to hold an interest in the Cyan C3G Fund. Any opinions or recommendation

contained in this document are subject to change without notice and Cyan Investment Management Pty Ltd is under no obligation to update

or keep any information contained in this document current. Cyan Investment Management Pty Ltd holds AFSL 453209.

You have received this email as you have been a business contact of Dean Fergie or Graeme Carson.
 

Want to change how you receive these emails? You can update your preferences or unsubscribe from this list. 

 

Copyright © 2018 Cyan Investment Management Pty Ltd, All rights reserved.
 

Mailing address: Cyan Investment Management Pty Ltd 17/31 Queen St Melbourne, Victoria 3000 Australia
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