
April 2006 Since Inception†

Fund (%) Cash (%)* Fund (%) Cash (%)*
Class A – US$ $107.84 +1.06 +0.40 +7.83 +4.26

Class B - £ £107.63 +0.99 +0.37 +7.62 +3.02

Class C - € €106.43 +0.87 +0.22 +6.42 +1.56

Share Class (Principal series) NAV

+32.5+5.8European Equity L/S6.2ELS14
4.6

5.7
%

+3.1

+12.1
Apr

+13.7European Equity L/SELS13

+60.2Distressed & High YieldDHY5
YTDStrategyBest 3 Funds
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5.650.09Short-bias Equity & Credit

5.840.04Global Macro
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FUND DATA
No. of Holdings: 21
Share Classes: $, € & £
Basic Fee: None
Performance Fee: 15% of profits
High Water Mark: Yes, monthly
Dealing: Monthly
Notice Period: 35 days
Min. Investment: US$100,000
Fund Domicile: Cayman Islands
Listing: Irish Stock Exchange
Class A ($) SEDOL: BOHTJF7
Class B (£) SEDOL: BOHTJG8
Class C (€) SEDOL: BOHTJH9

COMMENT April saw the first small cracks appear in the foundations of an
equity bull market which has barely paused for breath since the end of Gulf War 
II.  The US$ also turned tail and by the end of the month had experienced a 
sharp and painful sell-off against all major currencies.  The Japanese market’s 
recent woes which began after the ‘Livedoor’ debacle showed no sign of 
abating as the yen continued to strengthen, boding ill for Japanese exporters.

Despite all the above, the FT World Share Index closed in positive territory and 
most hedge funds benefited from this upward trend, coupled with an increase in 
market volatility.  Absolute Focus Fund was no exception and produced a 
return of just over 1% in US dollar terms, giving a return of 4.18% for the year 
to date, net of all fees.  The fund’s heavy allocation to Japanese long/short 
funds held back performance and overall this strategy made a negative 
contribution of -0.42%.  The difficulty in April was that the major indices only 
told part of the story and whilst the Topix index fell by just 0.7%, smaller 
company indices such as Jasdaq and Mothers were down -6.3% and -10.8% 
respectively.  The rationale behind our high weighting to Japanese equity 
long/short in Absolute Focus Fund is to exploit the huge anomalies and 
inefficiencies which exist in the Japanese equity market; it is therefore 
frustrating to see mid-cap stocks which are already cheap compared to their 
large capitalisation counterparts become yet cheaper still!  As we have always 
made clear, Absolute Focus seeks to made profits by exploiting the ‘alpha’
returns which can be gained by correctly identifying high quality, well-priced 
securities to buy ‘long’ and simultaneously selling ‘short’ poor quality or over-
priced securities, rather than attempting to anticipate or guess the market’s next 
move.

In a marked contrast to the situation one year ago, the European long/short 
portfolio produced excellent numbers and contributed +0.48% to overall 
performance, cancelling out the damage caused by Japan.  In the light of the 
strengthening yen, we carried out a thorough review of the Japanese equity 
long/short portfolio during a recent research trip to the Far East and it is likely 
that exposure to this strategy will be selectively reduced during coming months 
in order to lower exposure to any directionality inherent within underlying funds 
and thereby decrease market risk in the portfolio.
OUTLOOK Of course, the first challenge arising from reducing exposure to a 
particular sector is what to do with the cash raised.  Our view is that market 
volatility (in the form of option premium and implied volatility within convertible 
bonds) has been under-priced for quite some time.  It is impossible to know at 
this stage, even in light of market performance so far during May, whether we 
are experiencing a sharp correction during the mature stages of a bull market 
or whether the bull market has ended and share price falls are on the way.  
Either way, we believe that the valuation of instruments whose price reflects 
changes in market volatility is likely to rise and we intend to gradually increase 
the fund’s exposure in this area both as a tactical profit-generating exercise and 
a defensive one in anticipation of more difficult times ahead.
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RISK WARNING The Absolute Focus Fund Ltd. (the “Company”) is not a recognised collective investment scheme for the purposes of the Financial Services and Markets Act 2000 (the 
“Act”).  This document is issued by Absolute Fund Management Ltd. (“AFM”), which is regulated by the Financial Services Authority and is being communicated only to persons (each a “permitted 
recipient”) of the kind to whom both (1) the Company is permitted to communicate financial promotions pursuant to The Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 
(the “Order”) and (2) AFM is permitted to communicate financial promotions relating to the Company or otherwise promote the Company under the Financial Services and Markets Act 2000 
(Promotion of Collective Investment Schemes) (Exemptions) Order 2001 (the “CIS Order”).  It may not be passed on or communicated by the recipient to any other person.  Such permitted recipients 
include existing shareholders of the Company, authorised persons and other investment professionals under Article 19 of the Order and Article 14 of the CIS Order.  It does not and is not intended to 
constitute an offer or solicitation to purchase shares of the Company which may only be made on the basis of the latest private offering memorandum of the Company and the risk and other 
disclosures made therein.  Persons who do not have professional experience in participating in unregulated collective investment schemes should not rely on the information contained herein.  The 
rules made under the Act for the protection of private customers do not apply and the Financial Services Compensation Scheme will not be available for investments in the Company.  Past 
performance is not necessarily a guide to  future  performance and the value of an investment can go down as well as up. Investors may not get back the full amount originally invested. The value of 
overseas investments may be influenced by changes in exchange rates.

AFM is authorised and regulated by the FSA 6A2205 www.absolutefund.co.uk

http://www.absolutefund.co.uk/

