
August 2006 Since Inception†

Fund (%) Cash (%)* Fund (%) Cash (%)*
Class A – US$ $106.40 +0.97 +0.46 +6.37 +4.68

Class B - £ £106.04 +0.88 +0.39 +6.03 +4.60

Class C - € €104.22 +0.75 +0.26 +4.22 +2.55
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*Cash rates used are Citigroup 3-Month ‘Eurodeposit’ – Source: Citigroup                                              †1st September 2005
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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.
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FUND DATA
No. of Holdings: 19
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

AFM is authorised and regulated by the Financial Services Authority 6A2109 www.absolutefund.co.uk

COMMENT The month of August seemed quieter than usual this year and little 
of note happened to perturb equity or bond markets.  With the exception of the 
FTSE 100, most equity markets drifted gently upwards, and bond indices were 
generally slightly better as inflation and interest rate fears faded into the 
background.

Absolute Focus recovered some of the losses of the past two months and 
produced a return for the Class B shares of 0.88% largely as a result of strong 
performance from the event-driven and distressed debt strategies.  All six funds 
in the event-driven portfolio were up in August and ED10 emerged as the 
second best overall performer of the month with a rise of 3.53%. Distressed 
strategies contributed 0.46% to overall performance and DHY5 rose by 8% to 
recover some of its losses of the past two months.

The Japanese equity long/short portfolio, a major disappointment so far this 
year, showed a much improved trend in August with a combined return of 
0.18%.  European and US equity long/short funds were also positive for the 
month, although USLS15, a US long/short fund specialising in the technology 
sector disappointed with a further loss in August and we have now issued a 
redemption notice.

The largest negative return of -0.23% came from SBE7, Absolute Focus’ sole 
exposure to short-bias equity.  Like most of its competitors, SBE7 found 
shorting to be very difficult during a month in which there were few catalysts to 
drive down the valuations of weak or failing companies.  Short-bias credit also 
generated a small loss as bond markets were quiet and high yield credit 
spreads actually tightened a little.

OUTLOOK Looking ahead, Absolute Focus seems well set to benefit from its 
exposure across the range of strategies, however we expect to make some 
changes over the next few months. 

The short-bias strategies, while offering defensive characteristics, act as a drag 
on performance and we are therefore likely redeem the holding in SBE7 (US 
short bias) at an appropriate point.  The holding in short-bias credit (SBC2) will 
be retained as exposure to this strategy is tactical rather than defensive; we 
strongly believe that high-yield bonds are over-valued and currently yield too 
little compared to government bonds.  Any widening of this interest rate ‘spread’
will lead to significant gains for SBC2.  

Finally, we plan to cut back some of the fund’s exposure to equity-based 
strategies in order to reduce correlation with equity markets at a time when 
conditions may become more difficult and the global economic environment is 
deteriorating.  This will be achieved in part by cutting exposure in the event-
driven sector, and instead making investments in strategies with lower equity 
market correlation.
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