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QUARTER END DECEMBER 2009

INVESTMENT OBJECTIVE

The aim of the Cannon Cautious Fund is to provide protection to investors’
capital as well as afford the potential to achieve moderate long-term capital
growth. The fund is designed to be equally weighted amongst the four main
asset classes; equities, bonds, property and cash, with an allowance for
tactical asset allocation, as well as an allowance of up to 10 percent in
alternative strategy investments. We believe that currency movements are
inherently difficult to forecast. Thus, currency movements do not play a part
in our investment decisions, and where possible we select Sterling based
classes for the underlying investments. The Cannon Cautious Fund is
Sterling denominated and is designed to generate a return ahead of JP
Morgan’s UK Bond Index measured in Sterling terms.

Over the course of the period under review, the Cannon Cautious Fund
underwent some adjustments. Currently the fund holds 36 percent equities,
16 percent property, 20 percent bonds, 18 percent cash, and 10 percent
Alternative Strategies. Given the strong performance of equities over the past
six months, our overweight position has increased significantly, purely
because of price movement. This position will be reviewed, along with all
other asset classes.
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INVESTMENT COMMENT

The extraordinarily abundant liquidity conditions experienced since 2008 has
resulted in one of the strongest price rallies in recent market history, most
prominent being corporate bonds, equities and real estate. This astonishing
rally has been assisted by improvements in investor sentiment and economic
data releases in the latter part of the year. However, there still are areas of
concern and policymakers remain cautious, evidenced by their wariness of
repeating Japan’s mistake of the mid-1990s by withdrawing stimulus packages
too early. That said, it is hard to see how saving failed firms, creating more
debt to solve a debt crisis and shying away from structural reform can be a
costless remedy. Regardless, policymakers’ caution suggests that we can expect
the liquid environment to remain in the near term.

Against this backdrop, our tactical asset allocation assisted the Cannon
Cautious Fund in producing alpha of 2.1 percent over the quarter. The Cannon
Cautious Fund returned 2.3 percent versus the benchmark’s 0.2 percent in
Sterling terms.

Despite the extent of the recent post-crisis rally, we remain positive on the
outlook for equity and equity-centric asset classes, such as real estate. Although
equity valuations now are closer to fair valuation than a year ago, we believe
that, within the right regions there are attractive opportunities. Related to this,
recently we took the decision to increase the fund’s exposure to real estate.
Within bonds, we have favoured corporate bonds over other bond classes.
However, spreads have recently narrowed and sovereign bond yields are
unattractive. Thus we remain underweight bonds.
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ASSET CLASSES

Equity 32.26%

Cash 21.72%

Fixed Income 19.70%

Property 16.31%
Alternative

Strategy 10.01%

MULTIMANAGER INVESTING

Diversification of risk is an important objective for most investors in
today’s volatile markets. Investment risk can be reduced by holding a
diversified portfolio of assets which cover the world’s major economies,
industries and investment themes. In reality, a sufficiently diversified
portfolio requires a significant capital sum and it can be time
consuming and expensive to manage when transaction and custody
charges are taken into account. Whilst managed funds might help this
dilemma by solving the problem of choosing individual investments,
they do not necessarily solve the question of which markets to select
and which fund managers to use. Cannon Capital Advisors can provide
a solution to these concerns. It combines the investment expertise of
leading fund management groups which ensures that the Fund is
invested in markets where managers have proven strengths. An
important feature of this process is the independent approach taken
when selecting funds. This approach recognises the fact that no one
investment house performs well in all markets or asset types and it is
therefore necessary to select managers based on their individual
strengths.
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OTHER FUND FACTS

Structure
Regulation

Launch date
Manager

Trustee

Investment Adviser
Auditors

Manager’s Fee and Trustee
Reporting

Price publication

Performance analysis
ISIN
SEDOL

Global Offshore Approved Trusts
Collective Investment Funds (Jersey)
Law 1988

1 November 2005

Standard Bank Fund Administration
Jersey Limited

Capita Trust Company (Jersey) Limited
Cannon Capital Advisors Limited
PriceWaterhouseCoopers

1.50% per annum

Audited annual accounts to 31 August
Unaudited interim accounts to 28
February

Standard Bank Fund Administration
Jersey Limited

N/A

GB00B15SN951

B15SN95

FURTHER CONTACT DETAILS

Fund Administration

Standard Bank Fund Administration Jersey Limited
PO Box 583

Standard Bank House

47-49 La Motte Street

St Helier

Jersey JE4 8XR

Tel: +44 (0) 1534 881188

Fax: +44 (0) 1534 881119

email: sbfaj@standardbank.com

Investment Adviser

Cannon Capital Advisors Ltd

PO Box 393

Kingsway House
Havilland Street

St Peter Port

Guernsey GY1 3FN

Tel: +44 (0) 1481 726141
Fax: +44 (0) 1481 726142

email: invest@cannonhouse.com

Website: www.cannonhouse.com

NOT FOR CIRCULATION TO THE GENERAL PUBLIC IN THE REPUBLIC OF SOUTH AFRICA

1
Prior to Quarter 4 2008, the benchmark for the Cannon Cautious Fund was the JP Morgan UK Bond Index.
www.cannonhouse.com
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