
October 2006 Since Inception†

Fund (%) Cash (%)* Fund (%) Cash (%)*
Class A – US$ $106.45 (0.33) +0.46 +6.43 +5.63

Class B - £ £106.00 (0.36) +0.41 +5.98 +5.44

Class C - € €103.88 (0.52) +0.28 +3.88 +3.10
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*Cash rates used are Citigroup 3-Month ‘Eurodeposit’ – Source: Citigroup                                              †1st September 2005
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Oct 2006 %

Contribution
Oct 2006 %STRATEGY

10.7(0.36)Short-bias Equity & Credit

4.70.13Global Macro

10.1(0.52)Distressed Debt (hedged)

12.6(0.03)Convertible Bond Arbitrage

22.50.34Event-driven

10.90.09European Equity Long/Short

11.60.02Japan Equity Long/Short

14.70.04US Equity Long/Short

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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Absolute Fund Management 
Marquis House
67-68, Jermyn Street
London SW1Y 6NY
Contact: Christopher Aldous
+44 20 7925 8070

Administrator
Northern Trust International 
Fund Administration Services 
(Ireland) Ltd.
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43, Townsend Street
Dublin 2 Ireland
Contact: Sean Donnelly
+353 1 670 0660

FUND DATA
Size of Fund: US$16.6m
No. of Holdings: 20
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 6A2111 www.absolutefund.co.uk

COMMENT The market ebullience which emerged in late summer continued 
apace throughout October.  The FT World Share Index enjoyed its biggest rise 
since January and higher-risk asset classes such as emerging markets and 
small and medium capitalisation equities performed particularly well.  The only 
major market which was not captured by the general euphoria was Japan.
Against the background of steady, uni-directional returns from global markets, 
Absolute Focus had a rather difficult month with a loss of 0.36% for Class B 
(sterling) shares – a little better than the earlier estimate.  Virtually everything 
which could work against the Absolute Focus strategy did so in October 
including a disappointing contribution of only 0.02% from our 11.7% tactical 
weighting towards Japanese equity long/short.
The investment press has once again taken to agonising about the putative 
over-extended state of US and other equity markets.  We would not disagree 
with their concerns and Focus has had a tactical weighting in short-bias equity 
‘insurance’ since March.  This worked well up until May and for a short while we 
thought that we might have actually picked the market peak for this economic 
cycle.  However, the powerful uptrend since the late summer has put paid to 
that notion and SBE4, the main component of the sub-strategy, fell by 5.5% 
during the month.  Short-selling will remain a thankless occupation in an 
environment where failing or terminally-flawed companies often go unpunished.  
Rather than a sharp decline in their share price, these companies may instead 
be rewarded by an over-priced bid from one of the growing army of private 
equity houses, awash with cash and desperate to invest.
Finally, to compound matters, a coterie of our strongest-conviction funds 
produced lower returns than we would have expected in the prevailing market 
conditions.  DHY3, the distressed securities fund was no exception and fell by 
13% to bring its year-to-date gain to a mere 51%!
OUTLOOK It is not easy for a properly-hedged fund of hedge funds to perform 
well in boisterous and somewhat irrational markets.  The potential upside for 
the equity market is currently very hard to judge and short-bias strategies can 
be a blunt instrument in these conditions.  Although Absolute Focus is first and 
foremost about achieving absolute returns of 10% plus with an acceptable level 
of risk, the defensive characteristics we seek for the fund can be achieved by 
means other than short-bias equity; such as long-volatility strategies.  In future, 
short bias strategies will be used more opportunistically to offset the near-term 
effects of falling markets rather than tactically as a permanent ‘insurance 
policy’.  Elsewhere, Japan, which has cost Absolute Focus around 3% in terms 
of negative performance and opportunity cost this year, offers a tremendous 
potential for future returns.  We strongly believe that over the coming months 
the mismatch in pricing between small and large cap Japanese stocks will once 
again begin to normalise as it did in 2005 and that this and other of the fund’s 
strategies will deliver handsome returns for our investors in 2007. 
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