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Important disclaimer
The information in this presentation has been prepared by Affluence Funds Management Limited ABN 
68 604 406 297 AFS licence no. 475940 (Affluence) as general information only. 
The presentation includes information in relation to one or more Affluence funds. It does not purport to be 
complete, and it does not consider your investment objectives, financial situation or needs. Prospective 
investors should consider those matters and read the Disclosure Document (Product Disclosure 
Statement or Information Memorandum) offering units in the relevant fund, and the Target Market 
Determination (if applicable) before making an investment decision. The Disclosure Document for each 
fund is issued by Affluence and contains important notices and disclaimers, important information about 
the offer, as well as investment risks. 
Performance data for Affluence funds is calculated assuming the reinvestment of distributions and is 
expressed net of fees and costs, excluding the buy-sell spread. Returns for periods of more than 1 year 
are annualised. Past performance, including distributions, is not indicative of future performance. Any 
forecast or projected information, including financial, is not guaranteed and there is no guarantee of any 
distributions, any investment return or repayment of capital. 
This presentation may contain forward looking statements, based on various assumptions. Those 
assumptions may or may not prove to be correct. None of Affluence, its respective officers, employees, 
agents, advisers or any other person named makes any representation as to the accuracy or likelihood 
of fulfilment of the forward looking statements or any of the assumptions upon which they are based.
The information in this presentation and in each Disclosure Document is not a recommendation by 
Affluence or any of its officers, employees, agents or advisers. Potential investors are encouraged to 
obtain independent expert advice before deciding to invest in any fund.
Current information in relation to each Affluence fund is available at https://affluencefunds.com.au.
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 All our Funds target:
 Better than average returns - over three years and longer.
 Regular income - at least 5% per annum, paid monthly or quarterly.
 Smoother returns - to help limit the impact of market downturns.

Affluence Funds are focused on investor outcomes
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Affluence Funds – Outperformance over 3, 5 and 7 years

 Affluence Investment Fund
 Multi asset diversification via great fund managers and discounted asset plays.

 Affluence LIC Fund:
 Quality LIC managers, discount capture and special situations.

 Affluence Small Company Fund:
 Value focused ASX small caps via talented managers and direct holdings.

Performance data is calculated assuming the reinvestment of distributions and is expressed net of fees and costs, excluding the buy-sell 
spread. Performance includes distributions and changes in unit prices, but not franking or other tax credits. Returns for periods over 1 year are 
annualised. Past performance is not indicative of future performance. Current performance data is available at https://affluencefunds.com.au.
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How Affluence Funds are different, and what it means for you
 Access to a core portfolio of boutique managers and differentiated investment strategies.

 Boutiques have less FUM & better investor alignment. Many are closed to new investors.
 Differentiated strategies can help with diversification and reduce volatility.

 Supplemented with some specialised investments in areas within our circle of competence.
 Discounts and other opportunities in Listed Investment Companies (LICs).
 Listed and unlisted property, with a focus on asset quality and mispricing opportunities.
 Other discount capture and contrarian opportunities, particularly in listed small caps.

 Targeting reduced volatility, particularly during market corrections.
 A smoother ride means less worries when markets are bumpy.

 Targeting monthly or quarterly distributions at a minimum 5% per annum.
 Regular income is very important to many investors. Can be paid in cash or reinvested.

 Alignment of interests between Affluence and investors.
 We get paid only for performance. Affluence staff co-invest in all Affluence Funds.



Market Outlook: Patience is a virtue.
A soft landing is now fully priced into markets. We believe it will be worse than 
expected, particularly in the northern hemisphere. 
Despite this negative macro view, we are already seeing a range of very 
attractive investments in areas such as resources, value stocks, small caps, 
discount asset plays and fixed interest. We are adding regularly and selectively 
in these areas.
We continue to carry more cash than usual, in anticipation of more opportunities 
emerging later this year and into 2024. We believe patience will be rewarded.
The charts in this section explain our thinking in more detail.
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A (very) soft landing is now consensus, and fully priced in.
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US investors have loaded up on stocks – a contrarian sign?
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Services inflation sticky (wages). Goods inflation turning up.
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Leading indicators continue to worsen – it’s not over
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In the US, a credit squeeze has started
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Despite the macro, we are already finding exceptional value

Source: L1 Capital, Goldman Sachs, Factset.
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Value’s comeback vs growth is only just getting started

Source: AQR. Data to 31 December 2022.
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Small resources companies are exceptionally cheap targets
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Migration is proving to be a significant shock absorber for Australia
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But the great fixed mortgage reset is not even halfway done.
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Pandemic cash dwindling. Consumer spending slowly rolling over.
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 Leading indicators are not good – a very soft landing priced in, but it will likely be worse.  

 Earnings risk – forecasts remain too optimistic, especially in the northern hemisphere.

 US credit issues – bank deposits remain under pressure. Falling real estate isn’t helping.

 Value is back – high interest rates mean cash flow and earnings yield will be more attractive.

 Commodities are back – even if a recession occurs, resources can still do very well.

 Inflation remains sticky – wage increases will keep inflation above targets until at least 2025.

 Commercial property in trouble – this probably has 12-18 months more to go.

 What we like – Cash, fixed interest, small value, discounted assets, uncorrelated strategies.

 What we’re adding – Credit strategies, selected LICs and REITs.

 What we’re avoiding – US equities, expensive quality, loss makers, direct property.

 Where returns are improving – Cash, fixed interest/credit, value stocks.

There will be more opportunities. Patience will be rewarded.

Affluence Funds have outperformed when the growth style dominated. 

We are extremely well positioned to take advantage of the return to value. 



Affluence Investment Fund Portfolio

AIF is an unlisted, all-weather fund, combining our portfolio construction 
expertise with access to 30+ talented boutique managers and other 
investments. With monthly distributions and a focus on differentiated 
investment strategies, AIF can be a very useful portfolio diversifier.
Our investment mandate is very wide. We seek to skew the portfolio 
towards the asset classes that we feel are cheapest, and to the themes 
we think are most likely to impact markets over the next few years. 
So, what do we own right now? Read on to find out.
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Equity-like returns, with one third beta and very low volatility
AIF Returns 7.8% pa ASX200 Returns 8.2%pa
AIF Volatility 5.7% ASX200 Volatility 14.3%
AIF Sharpe Ratio 1.0 AIF Sortino Ratio 1.5 
Correlation to ASX200 0.79 Beta vs ASX200 0.32
AIF Positive Months 76% Down Capture v ASX200 13%

AIF has outperformed in all 10 worst months for the ASX200 since inception:
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How we construct the Affluence Investment Fund portfolio

Wide 
Investment 
Mandate

(Looking for 
Talent & 
Value)

Unlisted 
Managed 

Funds   
(10,000 +)

ASX Listed 
Investment 

Coys. (100 +)

Other 
discount asset 

plays 
(Selective)

Diversification 
and Markets 
(Top Down)

Affluence 
Investment 

Fund 
(30+ Holdings)

 We are free to find the best investment opportunities regardless of structure, including 
unlisted managed funds (wholesale/retail), mandates, LICs and other discounted asset plays.

 We overlay our views on market valuations and our diversification goals to produce a 
portfolio of 30+ investments.

 Portfolio managers make investment decisions within the 
asset allocation framework. 

 The Investment Committee has oversight.
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Current asset allocation

Data at 31 July 2023. Underlying funds are categorised based on their dominant asset class/strategy.

 Recent activity:
 Increasing allocation to credit at 8%+ yields.
 Actively managing cash and hedges as markets move.
 Selectively adding discount capture opportunities
 Realising profits on some listed REITS and debt LITs.



23Affluence Funds Management | Invest Differently | 2023

Current asset allocation vs normal ranges
 Overweight fixed interest, alternatives, value managers and absolute return strategies.
 Underweight property, US stocks and ASX large cap equities.

Data at 31 July 2023. Underlying funds are categorised based on their dominant asset class/strategy.
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Alternatives Portfolio: Dominated by all-weather performers 

Arnott 
Capital

Bronte 
Capital

Totus Capital Attunga 
Capital

17%

Named investments represent the largest holdings for this sector of the portfolio. Percentage 
includes all direct and indirect exposures.
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Global Equities: Strong value bias 

Schroder 
Recovery Fund

Pzena 
Emerging Value

Packer & Co Phoenix Global

10%+

Named investments represent the largest holdings for this sector of the portfolio. Percentage 
includes all direct and indirect exposures.
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ASX Small Caps: There’s value in value 

Phoenix 
Opportunities EGP Capital

Samuel Terry Glenmore

17%+

Named investments represent the largest holdings for this sector of the portfolio. Percentage 
includes all direct and indirect exposures.
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Resource Equities: Includes energy and precious metals 

Terra Capital Baker Steel

Resource LICs Others

7%+

Named investments represent the largest holdings for this sector of the portfolio. Percentage 
includes all direct and indirect exposures.
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Property Portfolio: Discounted REITs + Agriculture

Kiland US Masters

Smaller 
Retail REITs

Unibail 
Rodamco

11%

Named investments represent the largest holdings for this sector of the portfolio. Percentage 
includes all direct and indirect exposures.
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Fixed Interest: Quality yield and discounted LITs 

Merricks 
Capital

Metrics 
Credit

Perpetual 
(PCI)

NB Income 
(NBI)

11%+

Named investments represent the largest holdings for this sector of the portfolio. Percentage 
includes all direct and indirect exposures.



Affluence LIC Fund Portfolio

ALF is an unlisted fund, created after we identified an opportunity to 
take advantage of discounts and other inefficiencies in the ASX Listed 
Investment Company (LIC) sector.

We believe ALF is the only unlisted fund available that invests 
exclusively in Australian LICs. ALF is a limited capacity strategy. 
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Affluence LIC Fund - #2 of 733 multi asset funds over 5 years

 Affluence LIC Fund has the highest Crown Rating and lowest Risk Score of the top 10 funds.
 The #1 fund is no longer open for investment.

Source: FE Data at 31 July 2023.
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Unique strategy with significant alpha and much lower volatility.

ALF Returns 11.1%pa ASX200 Returns 9.1%pa
ALF Volatility 8.8% ASX200 Volatility 14.3%
ALF Sharpe Ratio 1.0 ALF Correlation to ASX200 0.75 
ALF Sortino Ratio 2.0 ALF Beta vs ASX200 0.46
ALF Positive Months 70% ALF Down Capture v ASX200 23%

ALF has outperformed in all 10 worst months for the ASX200 since inception:
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How we construct the portfolio for the Affluence LIC Fund

ASX LIC 
Universe

(Over 100 LICs 
to choose 

from)

Alpha 
Generators 

(Bottom Up)

Discount 
Capture 

(Bottom Up)

Event Driven 
(Bottom Up)

Diversification 
(Top Down)

Affluence LIC 
Fund 

(20 – 35 LICs)

 We identify LICs with one or more of the following features:
 Top quality, active fund managers who can outperform.
 Priced at an abnormally large discount to NTA.
 Special situations and other opportunistic trades.

 We then overlay our views on market valuations and our 
diversification goals to produce a portfolio of 20-35 LICs.
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The LIC Fund portfolio NTA discount at 31 July was over 19%

Larger discounts create outsized opportunities
40.0%30.0%25.0%20.0%15.0%10.0%5.0%NTA discount at purchase

66.7%42.9%33.3%25.0%17.6%11.1%5.3%Potential upside back to NTA

-25%

-20%

-15%

-10%

-5%

0%

Affluence LIC Fund Portfolio – Discounts to NTA History  
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The current portfolio – 25+ LICs, surprisingly well diversified
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Fixed Interest: Debt LITs and Convertible Notes 

 There are 15-20 debt LITs and LIC convertible notes listed on ASX.
 LIT strategies range from investment grade Australian debt to high yield global credit.
 Most of the time we don’t own them as the risk vs return proposition is not attractive enough.
 Currently, these debt LITs are trading at above average discounts to NTA.
 In some cases the underlying debt securities are also at attractive discounts to par.

 We can buy quality debt securities with two levels of discount.

18%

• Portfolio 
Weighting

10%

• Average 
Discount 
to NTA

7.9%

• Average 
Yield
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Aussie Equity LICs: Diversified, with a small cap and value bias 

 Currently 13 LICs across a range of strategies and styles.
 Many holdings have a small and mid cap bias.

 More opportunity for alpha in these sectors.
 Significantly cheaper than large-cap. Small ords index remains well down against 

ASX200 since January 2022.
 Portfolio has a value bias.

27%

• Portfolio 
Weighting

21%

• Average 
Discount 
to NTA

13

• Holdings 
in the 
Portfolio
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Global Equity LICs: Discounts and opportunity 

 We have a reasonable weighting to global equities, due to discounts and value, but
 We remain cautious on US equities and believe the market remains vulnerable.
 We have hedged out most direct US equities exposure.

 Access to a range of underlying assets including equities, private equity, and resources.
 Several holdings have potential catalysts to unlock NTA discounts (e.g., delisting, corporate 

action, activist shareholders).
 The combination of some hefty market falls (reduced NTA), expanded discounts and 

potential catalysts can potentially lead to very good returns over the next 2-3 years.

25%

• Portfolio 
Weighting

21%

• Average 
Discount 
to NTA

10

• Holdings 
in the 
Portfolio



Affluence Small Company Fund
The Fund invests directly and indirectly in a wide range of ASX small 
caps. 

With a strong value bias, the Fund has significantly outperformed in 
recent periods. We believe there is exceptional opportunity embedded 
in the current portfolio. 

The Fund continues to be available only to wholesale and sophisticated 
investors for now.
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 Small Ords have significantly underperformed the ASX200 since early 2022. Small Cap value 
stocks were already cheaper than average prior to that date.

 The portfolio now shows exceptional value. 

 While not immune to market falls, we are excited by the return potential over 3-5 years.

 The portfolio comprises our best ideas in the small caps space. Typical allocation:

 50-70% unlisted funds with a small cap focus run by exceptional managers.

 10-30% LICs.

 10-30% direct listed small caps.

 0-20% cash.

 The portfolio has a strong value bias:

 The majority of unlisted funds in the portfolio are focused on value investing.

 LICs are generally trading at significant discounts to underlying value

 Direct small cap holdings are focused on value situations e.g., discounted asset plays,  
fund managers and simple operating businesses on low PE ratios.

Why small caps? Why now?
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Key portfolio holdings
 The best of all small caps, regardless of structure. 

Unlisted Funds
 Samuel Terry Absolute Return Fund

 Phoenix Opportunities Fund

 Centennial L18 Fund

 Phoenix Global Opportunities Fund

 Terra Capital Natural Resources Fund

LICs
 CD Funds I, II, III

 Lion Selection Group

 Thorney Opportunities

 Thorney Technologies

 NGE Capital Limited

Direct Investments
 Kiland

 Midway Limited

 US Residential Fund

 Perpetual Limited

 Duxton Farms
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What next?
 Learn more about our Funds.

 Visit https://affluencefunds.com.au/ to get more information including fund documents, 
performance reports, monthly updates and portfolio analysis.

 Got a question? Call us on 1300 233 583, or email invest@affluencefunds.com.au. 

 Considering an investment?
 Read the PDS/TMD or IM for the Fund. Consult your financial advisor if you have one.
 Apply online or download application and other forms from our website.
 The minimum initial investment is $20,000. Minimum additional investment is $1,000.
 Applications and withdrawals are accepted monthly.

 Not ready to invest yet? Subscribe to our monthly eNews.
 Visit https://affluencefunds.com.au/ to subscribe. 
 We send just one email per month. 
 Fund updates, investment ideas and other things we find interesting.
 It’s 100% free and you can unsubscribe at any time. 
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Thank you for your time

Daryl Wilson
CEO/Portfolio Manager

M: +61 402 046 883
E: daryl.wilson@affluencefunds.com.au

Investor Services
P: 1300 233 583 | +61 7 3252 4076
A: Level 22, 127 Creek Street,

Brisbane QLD 4000
W: affluencefunds.com.au
E: invest@affluencefunds.com.au

Follow Us On Social Media:

Greg Lander
Portfolio Manager

M: +61 409 645 893
E: greg.lander@affluencefunds.com.au


