LEADERS

FUNDS MANAGEMENT FUND

£~ WATERMARK :;fL( AUSTRALIAN
P ™

NTA and Monthly Update — August 2015

Company at a Glance Net Tangible Asset (NTA) Backing

ASX Code ALF July 15 Aug 15
Fund Size AUS356m NTA Before Tax $1.37 $1.40
Fund Strategy Variable Beta NTA After Tax $1.36 $1.39
Share Price $1.36 Dividend Declared ($0.00) ($0.05)
NTA Before Tax $1.40 NTA After Tax & Dividend (5¢) $1.36 $1.34
shares on fsue 2563m
Dividend (1H15) 5 cents July 15 Aug 15
rDei\s/:odeec:(:):iFeYl(ljS()lo cents paid in 7.4 % Long Exposure 92.1% 88.9%
Short Exposure -84.4% -78.9%
Gross Exposure 176.5% 167.7%
Cash 92.4% 90.0%

Month in Review

August saw a marked increase in volatility for global share markets. With escalating concerns over a slowing Chinese
economy and the implications for already lethargic global growth, the All Ordinaries Accumulation index posted its
worst monthly performance since October 2008, falling by 7.3%. In comparison, the Company’s portfolio increased in
value by 3% with performance attribution skewed to the short portfolio. It was also pleasing to see the long portfolio
significantly outperform the broader share market.

The FY15 profit reporting season has now concluded with results in aggregate proving underwhelming. The Company
was well-positioned in anticipation of several weak profit results, with short positions in discretionary retail, building
materials, chemicals and banks all making strong individual contributions to performance. A net short exposure to
resource companies also added to returns.

Defensive shares weathered the market volatility better than most. While bond yields are low and uncertainty remains
as to when the US Federal Reserve may finally lift interest rates, this sector will likely remain a preferred haven for
investors looking for defensive growth and income.

Financial shares underperformed in August, led lower by significant falls in the banks. With issues around capital
adequacy still being resolved, ANZ’s quarterly trading update also revealed deterioration in its asset quality. This
confirms our view that we are close to a peak in the asset quality cycle.

The portfolio benefitted in the month from a handful of cyclical companies which reported strong profit results,
although as a whole the sector fell with the broader market. We believe the housing cycle is starting to turn and that
this tailwind for an otherwise sluggish domestic economy will abate in the months to come.

The resources sector continues its downward trajectory, with weak economic data out of China weighing on the outlook
for commodity demand. Short positions in mining and energy companies with weak balance sheets were a source of
positive performance in August and will continue to be a focus during this bear market for resources. Price falls across
the sector provided an opportunity to cover selected short positions, bringing the Company’s exposure to the sector
back to neutral.

ALF Performance (Net of Fees)

1 Mth 6 Mths 1Yr 3 Yrs (pa) 5 Yrs (pa) 7 yrs (pa) S.1. (pa)
Portfolio Return (net) 3.0% 13.9% 9.7% 16.1% 15.3% 15.7% 14.6%
All Ords Accum Index -7.3% -9.4% -3.0% 11.0% 7.9% 4.5% 8.6%

Outperformance (net) 10.3% 23.3% 12.7% 5.0% 7.5% 11.2% 6.0%



Net Equity Exposure
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Dividend History

The Board is committed to paying an increasing stream of fully franked dividends to shareholders, provided the
Company has sufficient profit reserves and franking credits and it is within prudent business practices. Dividends are
paid on a six-monthly basis and the dividend reinvestment plan is available to shareholders for both the interim and final

dividend.
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Disclaimer: This document is issued by Watermark Funds Management Pty Ltd (ABN 98 106 302 505, AFSL 250897) in relation to the Australian Leaders Fund Ltd.
The information provided is general information only. It does not constitute financial, tax or legal advice or an offer or solicitation to subscribe for units or shares
in any fund of which the Manager is the contracted Investment Manager. The information in this document has been prepared without taking account of your
objectives, financial situation or needs. The manager, their affiliates and associates accept no liability for any inaccurate, incomplete or omitted information of
any kind or any losses caused by using this information. Past fund performance is not indicative of future performance.
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