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PORTFOLIO UPDATE

February was a challenging month for stock markets.
After a very strong 2019 and January 2020 the market
caught Corona virus in February with the Small
Ordinaries Index (XSOAI) falling 8.7% and US 10-year
treasury yields declining to a staggeringly low level
where we are now effectively paying governments in
real terms to lend to them!

February also saw Australian reporting season where
the majority of our companies posted results. Pleasingly
all our holdings reported earnings that were in line or
ahead of our expectations. Over time earnings growth
should drive share prices so this was a very positive
outcome for longer term shareholder returns.

As markets fell in the final week of February, we used the
opportunity to buy particular stocks at what we believe
represents compelling value. This does not mean they
won't fall in the near term but we have high conviction
that over the medium term they will generate excellent
returns for unit holders. While this buying cost us short
term performance, we remain more than comfortable
given we believe we have an excellent portfolio which
will deliver for unit holders over the coming months and
years.

The Fund's cash balance at the end of the month
totalled 3.5%, down from 10.8% at the end of January.
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FUND PERFORMANCE

We are very conscious of the risks the Corona virus
poses - both regarding the health and economic
impacts. However, we believe the hysterical reaction to
this virus has created share price dislocations which we
have used to buy what we believe are strong companies
at very attractive valuations (some people buy toilet
paper in times of panic whereas we buy stocks). These
investments are not directly exposed to Corona either
on the supply or demand side.

As we mentioned in last month's report, we remain
positive on equity markets in 2020 although we are
more cautious relative to this time last year. Following a
very positive reporting season which reinforced our view
on existing holdings while encouraging us to buy certain
new companies we believe our portfolio is in a very
strong position to deliver positive returns over the
medium term. While the recent market volatility has
created absolute panic, we hold the view that volatility
is not risk rather it is opportunity. We intend to capitalise
on this.

As a reminder for unit holders many of the Fund's
investments pay dividends during February and March.
The attached franking credits are distributed to Unit
Holders at the end of this Financial Year.

Fund Absolute Benchmark Fund Relative

Time Period

Return® Return* Performance
1 Month -9.9% -8.7% -1.2%
12 months +3.6% +1.6% +2.0%
Since Inception -0.2% +1.0% -1.2%

A After deduction of all fees
* S&P/ASX Small Ordinaries Accumulation Index (XSOAI)
Inception date June 1, 2018

FUND TOP HOLDINGS (in alphabetical order)
Centuria Capital Group (CNI)

Fisher & Paykel Healthcare (FPH)

IMF Group (IMF)

Imricor Mediical Systems (IMR)

Xero Limited (XRO)
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FUND OUTLOOK

January 2020 started the decade positively for the
Australian equity market. Much of this was a result of
the US and China reaching a preliminary trade
agreement, an easing of tensions in the Middle East, a
continuation of very low bond yields and positive
earnings results from some large US listed companies
including Microsoft, Amazon and Tesla.

However, February hit with a corona, hysterical panic
causing equity markets & bond yields to fall sharply.
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We completely understand that in today's world where
Instagram “stars” make stock recommendations and
where the media peddles panic that markets will act
swifty and often overly dramatically. Without
downplaying the severity of the Corona sickness, we do
not think this will lead to long term loss of capital. To the
contrary we believe it presents us with an opportunity to
invest for significant long term shareholder returns.

As we have seen over time there will always be reasons
to sell:

Reasons to Sell
Emergeny e neton
Charotesille | g regomaret | 43 10/
\ 0
NASDAQ 100l 4% b
fomis sessionhigh | |
US, eeon, s 5% | Coromairs
The Dow orly had five \ \
fostiedays ot b s ) Welirkpuls PO
Teysltmesince 1968 Ebda s Vil cune s
3K Jobs ostin Mest powertu Cortagion Fears
March, total bops § eathquake to ever il \ Trade War
\ U3 Govemment \
S&F Downgraces) Shutdown Vihis hamelow |
it | | U8 Siodsgo | LS. Goverment
Fisal Cif 5 B‘””nmherﬂm 2 mnmms Shitdown
f | | A \ e OFbeloms, \
| ety | | \ ., Sty S89 00enisber
[ ~TaperTantum | Gloal Stock marke! sellon markel
o Chirese stocksfal &5
Cyprus 47 5% haircur |
“Gopedtst$1 98 TheDow s 1000
points for he frs time:

FashOreh | \

U8 Stacksfah 2%
Eufopean Sovereign Cedl Crsls

PABSISIABEILIELOPILLILLLLELLLLLLLELEL LS

& Ky )ﬂ ‘q« ’“ﬂ | § 0006‘6\‘)«
ng{p 5}@& g’}ﬁ‘g wﬁﬁ¢ ﬁ’g{p o‘N agfpzi» »f;lfﬂysﬁffs “’#“@

In terms of the portfolio, we do not have any travel
businesses or a material exposure to companies directly
focussed on the Chinese consumer market. However,
when it comes to the global economy, everything is
interconnected with nothing more dangerous to
markets than fear. As such we remain cautious but are
focussing on the facts as opposed to reacting to the
constant stream of dramatic headlines — some true and
some false.

This is best highlighted by the February reporting season
where we met with a large number of company
management teams. Focussing on what we can
observe and measure as opposed to the next minutes’
news headlines we came away upbeat. All our portfolio
holdings reported in line or better than expected
earnings with all indicating positive outlooks. This places
us in an excellent position to rebound strongly when
stock markets shake off this current fear.

As always, we appreciate your support in entrusting us
with your capital and welcome any ongoing queries you
may have.
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SURREY ASSET MANAGEMENT

Surrey Asset Management is an investment management company established in 2017 to manage the Surrey Australian
Equities Fund. It is wholly owned and managed by Nicholas Maclean & Michael Woolhouse who have in excess of thirty

years of combined financial markets experience. Both Fund Managers have significant personal investments in the fund.

The Fund offers investors exposure to ASX listed companies with the objective of earning returns in excess of the S&P/ASX

Small Ordinaries Accumulation Index over rolling 5-year periods. This is done by following a defined investment process

within the construct of our core values of fact-based investing, transparency, authenticity, accountability and humility.

Surrey Australian Equities Fund

Managers

Nicholas Maclean (B.Com, B.Arts, Grad. Dip. Applied Finance & Investment)

Michael Woolhouse (B.Com, Accounting & Finance)

Investment Benchmark

S&P/ASX Small Ordinaries Accumulation Index. (XSOAI)

Fund Objective

To provide investors exposure to ASX listed companies with the objective of earning
returns in excess of the S&P/ASX Small Ordinaries Accumulation Index over rolling 5-
year periods, with a strict focus on capital preservation.

Typical Portfolio [ Active stock limit

20-40 active stock holdings. No one individual stock can represent more than 15% of
the portfolio

Debt [ Derivatives / Shorting

Nil

Fund administrator

Mainstream Fund Services

Fund Trustee

Specialised Investment & Lending Corporation Pty Ltd

Unit Pricing / Applications / Redemptions/
Performance Reports

Monthly

Surrey Asset Management contact
information

Email: info@surreyassetmanagement.com

Ph:  +613 96915490

Mainstream Fund Services contact
information

Email: registry@mainstreamgroup.com

Ph: 1300133 451

APPLICATIONS

Further information on the Surrey Australion Equities Fund and how to invest can be found by downloading an

Information Memorandum and applying online via our website, and/or contacting the investor services team on the

details below:

Surrey Online Applications:
Surrey Asset Management Website:
Surrey Asset Management Phone:

Mainstream Fund Services Phone:

Disclaimer

www.surreyassetranagement.com / hOW*tO*iﬂveSt/

www.surreyassetmanagement.com

+61 3 9691 5490

1300 133 451

Surrey Asset Management Pty Ltd (“Surrey AM”), [ABN 16 620 265 821 Corporate Authorised Representative No. 1263417 of Specialised Investment and Lending Corporation Pty Ltd
(AFSL 407100)] believes the statements contained in this document, to the extent it is aware, to be reliable & accurate at the time of its production. However, the information in this
document is general in nature and does not take into account your personal circumstances, financial needs or objectives. Statements contained in this document are not general or
personal advice and should not be considered as a recommendation in relation to an investment in the Fund or that an investment in the Fund is a suitable investment for any specific
person. You should seek independent financial/legal advice and read this presentation in conjunction with the relevant Information Memorandum available on our website prior to
acquiring a financial product. Surrey AM, its directors and employees do not accept any liability for the results of any actions taken or not taken on the basis of information contained in
this document, or for any negligent misstatements, errors or omissions.



