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The challenging market sentiment accelerated in December
Impacting the performmance of the Fund to the tune of 4.2%. The
Small Industrials Index has now fallen over 13% In just 3 months,
the worst quarterly fall since the culmination of the GFC in
December 2008 when the index plunged a staggering 27% over
that quarter. (Tellingly, the subsequent quarterly returns in 2009
tallied -7%, +22%, +26% and +2%)

Despite the challenging backdrop of calendar 2018, thanks to
gains made in more favourable markets, the Cyan C3G Fund
continues to post solid longer term annualised returns of 18% p.a.

over 4 years.
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December Review

The negative Fund return was not attributed to any adverse stock specific news in
December, a characteristic we tend to think is somewhat reassuring. In light of the
bearish conditions, the Cyan C3C Fund experienced 4 positions that rose, 3 that

were flat and 17 that fell.

There were certainly some major falls in the market including BWX (-52%), BlueSky
(-22%), Class (-23%), IOOF (-25%), GTN (-47%) and Pinnacle (-21%) that we were happy

to have avoided.

Some of the significant moves this month:

Murray River Organics (MRG -16%) produces organic fruits and nuts with 13
properties in the Sunraysia region of Victoria and processing and packaging
facilities in Melbourne. The Fund subscribed to a capital raising priced at
significant discount to the net tangible value of the business. We believe as the
new mManagement begins to leverage the existing $68m in sales, significant value

in the business will be unlocked.

Experience Co. (EXP -13%) - our long-term holding in this adventure tourism
company had a bit of a rebound in November but gave most of those gains back in
December, possibly due to the poor weather in Qld (which occurs with some leve
of ferocity every year). EXP is likely to be a major beneficiary of the weak AUD which
has found itself nearing 10 year lows and has historically been a significant driver of

tourism volumes.

AMA Group (AMA -14%) speaking of poor weather, smash repairer AMA is likely to

see a run of work stemming from the severe Sydney hailstorm in December. Again

it appears the stock was simply caught up in broader market selling.

Returns to: S&P Small Ind
31 December 2018 2 ath e\ ke Acc
1 mth -4.2% -0.4% -3.9%
3 mths -11.8% -9.0% -13.4%
6 mths -1.2% -7.3% -10.4%
1year -13.6% -3.5% -6.5%
2 years (p.a.) 7.4% 4.2% 4.0%
3 years (p.a) 9.8% 6.6% 4.7%
4 years (p.a) 18.3% 5.9% 7.2%
Since Incept (p.a.) 17.7% 5.0% 6.7%
Since Incept 106.0% 24.1% 33.5%
Volatility 1.2% 11.0% 12.7%
Media
ivewire Markets tracked and reviewed over 1000 calls from ~50 fund managers

participating in their weekly Buy Hold Sell videos series. The panel this year
features the fund managers who had the highest successful hit rates and those

who have made the best performing buy or sell calls.

» Matthew Kidman, Centennial Asset Management
» Ben Clark, TMS Capital

» Dean Fergie, Cyan Investment Management

« Ben McGarry, Totus Capital

o David Allingham, Eley Griffiths Group

Videos links below:

e 2019 Predictions and Crowded Trades
s The #] stock picks for 2019

: - . i B S Tauls
e 5 big issues for investors in 2019

Outlook

Our views have not changed much from previous months, other than that
company specific value appears to be increasingly attractive. We certainly would
reiterate our words from last month: "We have never professed to be able to pick
the top (or the bottom) of any marketplace" but more importantly: "Just as bull
markets do not last forever, neither do bear markets. Often the best time to invest,

is when most others are considering doing the exact opposite.

There are certainly some 'green shoots' appearing. Atomos (AMS), a 'prosumer’
video technology company, in which we subscribed for a small parcel of shares in
their IPO, listed in late December and rose more than 100% in the following days,
clearly indicating that investors remain willing to back attractive investment

themes.

It's probably good timing in the market for us to now start a new calendar year.
There is no doubt 2018 was a disappointing one for investors. Of course we look
back at decisions we wish we had made and those we wish we hadn't. But that wil

happen every year.

We look at individual companies rather than overall markets (although market
sentiment does clearly influence our short-term decisions) and, given their strong
growth profiles, we wholly believe that the companies the Cyan C3GC Fund owns
will have more intrinsic value at the end of calendar 2019 than they do presently. If
the bearish market sentiment abates, we fully expect that value to be crystallised in

rising share prices.

As always we are contactable in person and encourage you to do so, particularly

through the present market conditions.

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 C3C Fund
over specified periods are shown above. This document contains information regarding Total Returns to 31
December 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 figures quoted are historical, calculated using end of month mid prices and
do not allow the effects of income tax or inflation. 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 profile to index returns. This document is
for general information purposes only and does not take into account the specific investment objectives,
financial situation or particular needs of any specific 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 qualified financial adviser. Cyan Investment Management
Pty Ltd (AFSL 453209) is the issuer of the Cyan C3C 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 C3C 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,
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