
First Quarter 2010 investor rePort

3 May, 2010

Dear Fellow unitholders,

Global equity markets continued their recovery during the first quarter of 2010 and the Multi strategy Fund and 
value Fund delivered positive returns over this period. a great deal of the damage inflicted on global markets 
during 2008 and 2009 has been mitigated and the outlook is far more positive than 12 months ago. the table 
below highlights our performance for the first quarter of 2010, our performance for the year ended 31 March 
2010 and the net inflows/outflows for each Fund. 

First Quarter 
2010  

return  
(%)

Year ended 
31 March 2010 

return  
(%)

First Quarter  
2010  

inflows / outflows  
(nZ$)

Year ended  
31 March 2010 

inflows / outflows 
(nZ$)

Closing unit Price 
as at  

31 March 2010 
(nZ$)

Multi strategy Fund +3.42% +22.02% - nZ$ 33,062 - nZ$ 106,516 0.8219

value Fund +3.12% +12.45% +nZ$ 14,622 +nZ$ 543,336 1.1054

During the quarter a large majority of our portfolio companies generated improved operating performance as 
the global economy began to stabilize and corporate cost containment measures took effect. Because i do not 
believe i have a competitive advantage in predicting short term market or economic conditions, i continue to 
focus on a bottom up investment approach which results in the Fund’s focusing on companies / industries and 
sectors that are not frequently “en vogue”. it is important however to reiterate that an improving new Zealand 
economy should greatly assist both Funds’ performance in the near term.  in the long term however, investment 
selection rather than macroeconomics or stock market direction will continue to be the principal determinant 
of our performance, as the substantial majority of our historic (and anticipated) profits have come from the 
narrowing valuation discrepancies between the price we have paid for our investments and fair value.

Portfolio By Market - 31 March 2010

Total number of securities: 27

CASH 9.98%

NZ 53.10%

US 9.11%

AUSTrAliA 20.45%

HK 1.52%

SwiTZerlANd 4.79%

irelANd 1.04%

Portfolio By industry - 31 March 2010

Total number of securities: 27

CASH 9.98%

FiNANCiAl 
ServiCeS 

17.28%
reTAil 21.24%

reAl eSTATe 
9.90%

AgriCUlTUre 4.76%

iNveSTMeNT 
CoMPANieS 

15.00%

ToUriSM 7.21%

PACKAgiNg 
9.71%

MATeriAlS 1.78%

BrewiNg 1.52%

PorTFolio iNSUrANCe 1.52%

liqUidATioNS 0.10%
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Company: Code/Market % of Portfolio

Canterbury Building society CBs 10.69 

Briscoe Group Ltd BGr 9.67 

Colonial Motor Company Ltd CMo 7.68 

southern Cross Building society sCBs 6.59 

skyline enterprises Ltd sLe 5.15 

vealls Limited - Capital share veLCP au 5.15 

satara Co-operative Group sat 5.13 

GLoBaL Masters FunD LtD GFL au 5.06 

Pargesa Holding sa-Br ParG sW 4.79 

national Can industries Ltd nCi au 4.58 

CDL investments new Zealand Ltd CDi 4.30 

tishman speyer office Fund tso au 3.98 

Boswell JG Co BWeL us 3.07 

smith City Group Ltd sCY 2.94 

orient express Hotels Ltd-a oeH us 2.06 

australian agricultural Co aaC au 1.69 

reading international inc-B rDiB us 1.62 

san Miguel Brewery Hong Kong Ltd. 236 HK 1.52 

readymix Plc rYX iD 1.04 

Kirkcaldie and stains Ltd KrK 0.95 

ready Mix inc’ rMX us 0.74 

iPath s&P 500 viX s/t Fu etn vXX us 0.54 

Proshares ultrashort Lehman tBt us 0.51 

iPath s&P 500 viX M/t Fu etn vXZ us 0.28 

uLtrasHort Ftse/XinHua CHina FXP us 0.19 

Convera Corp-Class a Cnvr us 0.10 

sCBs options C1.00 2012 sCBsoPt -

Cash nZ / us 9.98 

 

Portfolio – 31 March 2010
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Portfolio Review:

there were several changes to the portfolio during the first quarter – mostly in the form of investment 
realisations: 

*Note: Returns are not annualised but do include any dividends received over the holding period.

at present for the Multi strategy Fund new investments remain small for primarily two reasons:

(i) i am firmly focused on “harvesting” from our existing portfolio of names when / if opportunities present 
themselves. For example, subsequent to the end of the first quarter we have had another positive development 
in the portfolio – Global Masters Fund (GFL) listed on the asX – (which i will discuss in more detail at the 
upcoming unitholder meeting on May 12, 2010) – has announced an equal access buy-back at the 30 april 
2010 nav less 5%. For those that recall our recent letter to the Board of GFL (which can be found at: www.
elevationcapital.co.nz/latestnews/letters) we had suggested the company look to return capital or distribute 
its holding of Berkshire Hathaway shares and cash to its shareholders. the Board of GFL responded positively 
to our (and other shareholder) suggestions. at every stage of the process to date (since we wrote to them in 
February 2010), the GFL Board have acted honourably and in their shareholders interests, this is despite the 
presence of a ~54% shareholder who could have blocked our proposals. should we receive a cash payment 
in June 2010, as has been announced to the asX, this will be a another positive result for the Fund and a 
clear example of the difference in corporate governance between a small cap australian company and of our 
experience with small cap companies in new Zealand.

At present, I hear this constant cry that there is no liquidity and limited international investor interest in the New 
Zealand capital markets. In my opinion, the primary reason for this is the continued poor governance and lack of 
capital management skills across companies in New Zealand which only serves to promote underperformance 
(in terms of returns on equity/assets), shareholder malaise and widespread investor apathy towards our capital 
markets. You can expect to see us pushing harder for tangible outcomes on a number of portfolio companies 
over the next 8 months.

(ii) Despite a cash balance of almost 10%, the Multi strategy Fund has limited capacity to make new investments.  
We have decided to keep a level of cash on hand so that we will not be selling stocks at inopportune times 
should markets decline and investors wish to redeem units.  as we raise new funds, we intend to action some 
new investments that i have been researching and continue to build our cash buffer.  as counter-cyclical value 
investors, we will often hold stocks which are not popular or that many investors are not interested in, but our 
strategy is to buy what is cheap and to sell what is more fully valued. it seems reasonable to expect that our 
new Zealand holdings will continue to, or undergo, a re-rating as/when confidence slowly returns to the new 
Zealand capital markets.
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exited security ave. entry Price ave. exit Price absolute return* 
(+/-)

Comments

Guinness Peat 
Group plc (GPG)

nZ$ 0.8054 nZ$ 0.9314 +15.64% recent optimism around a potential capital 
return provided the opportunity for the 
Fund to exit our position profitably and 
bolster our cash position.

KHD Humboldt 
Wedag (KHD)

us$ 13.77 us$ 14.31 + 3.92% a very small position that was initiated 
because the Company was breaking up  
into an iron ore royalty company (terra 
nova) and a cement plant manufacturer 
listed in Germany. i decided against  
making it a larger position at present due 
to the timeframes involved for the full 
separation. We exited at a profit – but i may 
re-visit the royalty company in the future.

Kirkcaldie & stains 
(KrK)

nZ$ 2.4827 nZ$ 2.8699 +15.60% Despite still offering long term value.  
the re-rating from nZ$ 2.10 as at 31 March 
2009 to nZ$ 2.85 as at 31 March 2010 
was an opportunity for the Fund to exit 
profitably from both the depressed levels 
of 2009 and our original cost basis.  
(Note: we finally exited this position 
completely in April 2010)

Millennium & 
Copthorne nZ 
(MCK)

nZ$ 0.3581 nZ$ 0.4681 +30.72% We opportunistically built a position in 
excess of 1,000,000 shares of MCK during 
2009 when desperate sellers were evident 
– while there is still considerable value on 
offer – we took advantage of recent buyer 
appetite to realise a profit and bolster our 
cash position.
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Portfolio By Market - 31 March 2010

Total number of securities: 44

CASH 31.20%

NZ 18.39%

AUSTrAliA 
11.10%

NorTH AMeriCA 
14.93%

JAPAN 3.62%

HK 1.31%

UK 4.46%

BelgiUM 1.83%

FrANCe 6.21%

SiNgAPore 3.20%

SPAiN 0.69%

SwedeN 0.64%

SwiTZerlANd 2.42%

Portfolio By industry - 31 March 2010

CASH 31.20%

Total number of securities: 44

AgriCUlTUre 
10.19%

diverSiFied 4.42%

gAMiNg /  
eNTerTAiNMeNT 5.31%

iNveSTMeNT CoMPANieS 
14.44%

iNSUrANCe 2.86%

PACKAgiNg 1.57%

PorTS 1.73%

oil & gAS 9.71%

reAl eSTATe 2.68%

reTAil 7.54%

TexTileS 2.10%

ToUriSM 3.48%

oTHer 2.77%
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Portfolio – 31 March 2010

Company: Code/Market:
% of 

Portfolio:

Japan Petroleum exploration 1662 JP 2.35 

Jardine strategic Holdings Ltd Js sP 2.23 

Boswell JG Co BWeL us 2.17 

Guyenne et Gascogne sa GG FP 2.17 

australian agricultural Co aaC au 2.15 

vealls Limited - Capital share veLCP au 2.15 

Gaumont sa GaM FP 2.12 

Guinness Peat Group Plc GPG 2.10 

K-swiss inc - Cl a KsWs us 2.00 

ConocoPhillips CoP us 1.93 

societe des Bains de Mer Bain FP 1.92 

Kirkcaldie and stains Ltd KrK 1.85 

CnP - Cie natl a Portefeuille nat BB 1.83 

Guocoleisure Ltd GLL 1.81 

san Juan Basin royalty trust sJt us 1.81 

Millennium and Copthorne Hotels Ltd MCK 1.78 

northland Port Corporation ntH 1.73 

royal Dutch shell Plc-a shs rDsa Ln 1.70 

skyline enterprises sLe 1.70 

turners & Growers Ltd tur 1.64 

LaaCo LtD - units oF LtD Prtns LaaCZ us 1.60 

thwaites (Daniel) PLC tHW PZ 1.58 

national Can industries Ltd nCi au 1.57 

MMC Contrarian Ltd MMa au 1.52 

Colonial Motor Company Ltd CMo 1.52 

CDL investments new Zealand Ltd CDi 1.50 

rural equities Limited reL 1.47 

Maryborough sugar Factory MsF au 1.47 

Wesco Financial Corp WsC us 1.34 

Wharf Holdings Ltd 4 HK 1.31 

oyster Bay Marlborough vineyard oBv 1.29 

amalgamated Holdings Limited aHD au 1.27 

aruze Corp 6425 JP 1.27 

Pargesa Holding sa-Br ParG sW 1.23 

Penn West energy trust PWe us 1.23 

schweizerisch nationalbank - reg snBn sW 1.19 

shaftesbury Plc sHB Ln 1.18 

swiss Helvetia Fund sWZ us 1.03 

ariadne australia Limited ara au 0.97 

Jardine Matherson Holdings Ltd JM sP 0.97 

alexander & Baldwin inc aLeX us 0.96 

Leucadia national Corp LuK us 0.86 

repsol YPF sa - sponsored aDr reP us 0.69 

investor aB-a shs invea ss 0.64 

Cash nZD 31.20 
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Portfolio Review:

the value Fund saw no positions reduced or exited during the first quarter reflecting its long term “bottom up” 
value approach. 

i have been researching a number of new investment opportunities and the current market weakness may 
present an opportunity to execute on some of these ideas in the near term.

the value Fund remains extremely well positioned with a robust cash balance as at 31 March 2010 of 31.20% 
and small but reasonably consistent inflows. 

in keeping with past letters where we describe important holdings in our portfolio, i would like to discuss our 
investments in Jardine Matheson Holdings Limited and Jardine strategic Holdings Limited collectively referred 
to as “the Jardines”.

Founded as a trading company in China in 1832, today Jardine Matheson is a diversified business group focused 
principally on asia. its businesses comprise a combination of cash generating activities and long-term property 
assets. the Group’s interests include Jardine Pacific, Jardine Motors, Jardine Lloyd thompson, Hongkong Land, 
Dairy Farm, Mandarin oriental, Jardine Cycle & Carriage and astra international. these companies are leaders 
in the fields of engineering and construction, transport services, insurance broking, property investment and 
development, retailing, restaurants, luxury hotels, motor vehicles and related activities, financial services, heavy 
equipment, mining and agribusiness. the Group also has a minority investment in rothschilds Continuation, 
the merchant banking house. incorporated in Bermuda, Jardine Matheson Holdings Limited has its primary 
share listing in London, with secondary listings in Bermuda and singapore. Jardine Matheson Limited operates 
from Hong Kong and provides management services to Group companies.
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(Source: www.jardines.com)
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Why have we invested in “the Jardines” ?

(i) a growing portfolio of businesses that are focused on the asian consumer;

(ii) extremely well financed holding companies, management that is value focused and actively manage their 
capital. For example, Jardine strategic recently undertook a tender offer for ~1.3% of its shares at a higher level 
than the share price at the time (the value Fund did not accept the tender offer because it was still below asset 
value);

(iii) strong alignment of interest with the Keswick family and management owning ~16% of the Group. 
additionally, Jardine Matheson owns 81% of Jardine strategic and Jardine strategic in turn owns 54% of 
Jardine Matheson so collapsing the structure will make sense at some point in time which will serve to reduce 
the discount to the underlying asset value;

(iv) Both stocks are trading at significant discounts to “look through” net asset value (nav), based on the 
market price basis of the underlying listed holdings, and on an intrinsic value basis. 

Closing Remarks:

it seems reasonable to expect heightened volatility in the months ahead due to sovereign debt issues in europe 
and banking sector regulation (including vilification) in the us. While i can provide little additional insights i 
believe this will prove to again be a period where we should seek to capitalize on the nervousness of others in 
the markets. in terms of the Multi strategy and value Fund portfolios i remain focused on both “harvesting” 
from the current portfolios (when/if catalytic events occur) and seeking out new investment opportunities. 
However, while i continue to believe the general direction of the markets is likely to be up, investors will 
still require an abundance of patience over the next few years. We own some wonderful global and domestic 
franchises – the Fund’s own fractional interest in these businesses - sometimes the best thing to do is just sit 
with such companies for long periods of time and allow the power of compounding to work for us. 

i remain optimistic about our chances for earning reasonable rates of returns in the current environment. 

thank you to all of our investors for your continued support and interest.

Yours sincerely,

Christopher swasbrook 

Managing Director
Elevation Capital Management Limited

Risk Disclosure Statement 

the information contained in this report has been prepared solely for informational purposes. it is not an 
offer to buy or sell units or a solicitation of an offer to buy or sell units in either the elevation Capital Multi 
strategy Fund, the elevation Capital value Fund or to participate in any trading strategy. if any offer of units 
in the elevation Capital Multi strategy Fund or the elevation Capital value Fund is made, it shall be pursuant 
to a definitive investment statement and Prospectus prepared by or on behalf of the elevation Capital Multi 
strategy Fund or the elevation value Capital Fund which will supersede this information in its entirety.

all performance data, portfolio composition data and risk targets contained in this report are subject to revision 
by the Manager and are provided solely as a guide to current expectations. there can be no assurance that the 
Fund will achieve any targets or that there will be any return on or of capital. 

Historical returns are not predictive of future results.

international investments involve special risks, including currency fluctuations, lower liquidity, different 
accounting methods, economic and political systems. these risks are typically greater in emerging markets. 
the Fund/s may invest a significant portion of its assets in the stocks of small and medium-sized companies, 
which tend to be more volatile and less liquid than those of large companies, may have underperformed the 
stocks of larger companies during some periods and tend to have a shorter history of operations than larger 
companies. 

Value stocks may underperform other asset types during a given period.
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