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o . January 2007 Since Inceptionf
Share Class (Principal series) NAV
Fund (%) Cash (%)* Fund (%) Cash (%)*
Class A — US$ US$109.08 +0.25 +0.45 +9.08 +7.05
ClassB- £ £108.55 +0.23 +0.44 +8.55 +6.80
ClassC- € €106.11 +0.20 +0.31 +6.11 +4.02
*Cash rates used are Citigroup 3-Month ‘Eurodeposit’ — Source: Citigroup t1st September 2005
COMMENT The year began with a whimper as _commodity markets sold off Contribution Weighting
substantially — as much as 10% at the trough in some cases. A salutary STRATEGY Jan 2007 % Jan 2007 %
reminder of underlying inflationary pressures then came mid-month when the -
Bank of England implemented a surprise 0.25% rise in base rates. This move | YUS Equity Long/Short 0.14 11.36
briefly checked any upward momentum in the UK equity market but was rapidly | Japan Equity Long/Short 0.18 10.9
shrugged off as a necessary preventative measure against overheating in the E Equity Lona/Sh 0.15 16.76
housing and service sectors. During the second half of the month, buoyed by a uropean Equity Long/Short : '
reassuring forecast of good growth and low inflation-risk by the US Federal Event-driven 0.07 23.36
Reserve, global equity markets moved ahead strongly and equity market . .
volatility reached a new record low. Convertible Bond Arbitrage 0.12 12.52
Although such low volatility hampers certain strategies, the outlook remains Distressed Debt (hedged) (0.09) 8.68
good for most of Absolute Focus Fund'’s core_strategle_s. Event-driven has Global Macro (0.06) 4.94
already performed well for the fund and there is extensive corporate change
and structural financing taking place, especially now in Europe, which will give | Short-bias Equity & Credit (0.13) 8.36
the sector considerable further potential during 2007. Stronger than expected
corporate earnings, plentiful liquidity and low volatility also provide benign Best 3 Funds % Strategy Jan | YTD
confditions for. Iotr;]g/short eq:ity managers ang we are pleased. Wilth the fund’g ELS2 5.8 | European Equity L/S 4.4 | +4.4
performance in this area. However, we are becoming increasingly concerne .
with the high level of directional exposure of many long/short equity hedge USLS5 12 |uUs Equn.y L/S +3.9 | +3.9
funds (i.e.. they are more long-only than long/short) and their consequent close |ED8 6.6 | Event-Driven +3.0 | +3.0
correlation with equity markets will lead to big losses if the markets experience
a sharp and unexpected setback. Worst 3 Funds | % Strategy Jan | YTD
The Class A shares of Absolute Focus were up by just 0.25% in January held | ED7 5.4 | Event-Driven 5.1) | 6.2)
back by a negative contribution of -0.13% from the defensive short-bias equity |pHy3 2.8 | Distressed Debt @n | @7
component and losses by ELS3, a high-octane European long/short equity .
fund, and ED7, a Boston-based event-driven fund. These latter losses were ELS3 5.6 | European Equity L/S el
unexpected but should be seen in the context of 2006 returns from the two
funds of 18.4% and 17.5% respectively and we are seeing a strong recovery by FUND DATA
hf . he orincinal di ¢ foli Size of Fund: US$17.4m Investment Manager
_bot unds in Fepruary. T_ e principal disadvantage of a concentrated portfolio d: . Absolute Fund Management
is the way in which negative numbers from two or three funds can dent what No. of Holdings: 18 Marquis House
would otherwise be a very good monthly return, but the offsetting benefit is Share Classes: $, € & £ 67-68, Jermyn Street
Focus’ ability to produce 2% months as it did in December. Basic Fee: None London SW1Y 6NY
Perf Fee: 15% of profit Contact: Christopher Aldous
OUTLOOK Market volatility is near all-time lows — a reflection of extreme erformance ree © 07 protits +44 20 7925 8070

. R High Water Mark: Yes, monthl
complacency and risk-tolerance by investors — and Absolute Focus has g Y

- o . ing: Administrator
substantial exposure to volatility at these cheap levels. We believe that Dea_‘"ng M_Onthly )

. . . L X . Notice Period: 35 days Northern Trust International
markets will soon either experience a significant correction or begin to behave ) - Fund Administration Services
more normally for what is in our view the mature phase of a bull market. Both | Min- Investment: US$100,000 (Ireland) Ltd.

Fund Domicile: Cayman Islands George's Quay House

scenarios should be characterised by increased market volatility whereby the hhalaae)
value of instruments which capture volatility will rise and produce substantial | Listing: Irish Stock Exchange
gains for the fund. The fund is well-placed to benefit from the near-term benign | Class A ($) SEDOL: BOHTJF?

43, Townsend Street
Dublin 2 Ireland
Contact: Sean Donnelly

market conditions and sufficiently defensive that it should not suffer significant | Class B (£) SEDOL: BOHTJGS +353 1 670 0660
losses in any setback — we expect to achieve our target returns in 2007. Class C (€) SEDOL: BOHTJH9

Class B £ Track Record Jan Feb Mar | Apr| May Jun Jul Aug Sep Oct Nov Dec Year
2004 A back-tested performance record
2005 is available on request 0.98 (0.05)| 0.77 1.83 3.57
2006 2.13| (0.19)] 0.94 | 0.99| 0.25 | (0.99)| (1.61)| o0.88 032 | (0.36)] 0.30 | 1.86| 4.55
2007 0.23 0.23
Annual Rate of Return 5.95 | Sharpe Ratio (@ 5% risk free) 0.28 | Biggest Monthly Loss (1.61)
Standard Deviation 3.42 &%régi)ation FT World Index 0.43 | Biggest Peak-to-Trough Drawdown|  (2.6)

Source: Absolute Fund Management

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 Financial Services Authority 7A2202 www.absolutefund.co.uk
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