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2009 - What a road trip!

The contrast with a year ago is extraordinary. In Q4 2008, only the most optimistic
would have forecast a global recovery in train during H2 2009. In a nutshell, 2009 was
a year of bewildering but ultimately welcome contrasts. The year began amidst fears
that an unmanageable hole existed in the financial system and ended with the spectre
of a self-reinforcing cycle of depression having receded.

The figures shown in the table below showed the Fund returned +22.65% for the
year. This was clearly very pleasing for us and the fund performance was at the top
end of the 2nd quartile. The first half of the year showed good relative performance in
relation to our peers, producing a return of 5.54% versus a sector average of |.19%.In
the second half of the year, returns increased by 16.21%, which was slightly behind the
sector average of 18.39%.

The table below shows the performance of the major fund of funds in the IMA
Balanced Managed Sector.

2009 H2 2009 HI 2009

NAME % Qtl % Qtl % Qtl
Schroder Managed Balanced Acc 3151 | 22.78 | 7.1 |
Smith & Williamson MM Endurance Balanced 29.67 | 19.04 3 8.93 |
Premier Multi-Asset Growth Acc 29.37 1 21.16 | 6.78 |
Legal & General Multi Manager Balanced R Acc 29.08 | 22.33 | 5.52 |
Schroder Diversified Target Return A Acc 29.04 | 18.23 3 2.15 |
Schroder Multi-Manager Strategic Balanced Acc 28.59 | 22.51 | 4.96 |
Marlborough Balanced 25.37 | 21.94 | 2.8l 2
Architas Multi-Manager Balanced R Acc 25.34 | 19.77 2 4.65 |
e Architas MM Growth Portfolio 25.26 | 2329 | .6 2
éﬁar‘dsg HL Multi-Manager Balanced Managed Trust Acc 24.78 | 21.55 | 2.66 2
T - Aberdeen Multi-Asset | Acc 24.69 | 24.58 | 0.09 3
Winm CF Cheviot Balanced A Acc 2454 1 1855 3 5.06 I
s Premier Navigatio Sterling Balanced GBP 24.43 1 20.52 2 3.24 1
GAM Portfolio Unit Trust Acc 24.33 1 20.28 2 3.36 |
Margetts Select Strategy Acc 2343 | 20.65 2 2.3 2
Ignis Managed Trust 234 2 21.8 | 1.32 2
Architas MM Balanced Portfolio 22.86 2 20.84 | 1.67 2
Aberdeen Multi Manager Multi-Asset Growth Acc 22.84 2 12.97 4 8.74 |
Tilney Balanced Managed 3 27 2 224 | 0.25 3
Elite Fitzwilliam Balanced Growth 22.65 2 16.21 4 5.54 |
Fidelity MultiManager Balanced A 22.63 2 19.3¢6 2 2.74 2
RBS Balanced Growth 21.93 2 20.15 2 1.49 2
HSBC Growth Fund of Funds Acc 21.78 2 18.22 3 3.01 2
GLG Balanced Managed Ret Acc 21.24 2 19.01 3 1.87 2
Gartmore MultiManager Balanced Ret Acc 20.93 2 19.36 2 1.32 2
WAY Global Blue Managed Portfolio Acc 20.92 2 19.52 2 1.17 2
Ignis Multi-Manager Balanced A Acc 20.62 3 16.49 4 3.54 |
Fidelity Portfolio 2038 3 18.59 3 1.51 2
M&G Managed X Inc 20.33 3 21.63 | -1.07 4
Elite Balanced 20.1 3 19.89 2 0.17 3
Jupiter Merlin Balanced Portfolio Acc 19.93 3 20.04 2 -0.09 3
CF 7IM Moderately Adventurous A Acc 19.12 3 18.38 3 0.63 3
IFDS Brown Shipley MultiManager Income A Acc 19.03 3 17.86 3 0.99 3
Santander MM Growth Ret Acc 18.56 3 20.02 2 =121 4
Ignis Managed Portfolio Inc 18.5 3 19.76 2 -1.05 4
LV=Balanced Managed Ret Acc 18.33 3 17.19 4 0.97 3
Psigma Balanced Managed Fund of Funds Ret Acc 17.92 3 16.2 4 1.48 2
Fidelity Target 2015 Fund Acc 17.26 3 15.6 4 1.43 2
F&C Multi Manager Balanced | Inc 17.25 4 20.23 2 -2.48 4
SM Balanced Portfolio Retail Acc 17.2 4 16.36 4 0.72 3
Thames River Balanced Managed A Acc 16.28 4 15.93 4 0.3 3
CF Williams de Broe Managed Growth A 16.15 4 13.75 4 2,11 2
Santander MM Balanced Intl Tracking Ret Acc 15.07 4 18.71 3 -3.06 4
New Star Managed Portfolio A Inc 13.94 4 17.69 3 -3.19 4
New Star Balanced Portfolio A Acc 13.69 4 17.68 3 -3.39 4
Insight Investment Vealth Builder Balanced A Acc 11.51 4 15.16 4 -3.16 4
CF Miton Special Situations Portfolio A Acc 499 4 49 4 0.09 3
CF Miton Strategic Portfolio A -0.01 4 6.3 4 -5.94 4

Total Average (148) 20.44 18.71 1.41

Source: Hindsight, FAM




In the first half of the year the fund returned 5.54% versus a sector average of 1.19%. Our intentions were two fold;
l. To invest in asset classes that had been massively oversold over the last quarter and,
2. Ensure that the overall portfolio had a defensive positioning in order to protect capital as best as possible.

In the early months of 2009 financials continued to lead the market lower, as the full extent of global economic
weakness prompted renewed concerns for the solvency of Banks, Life Insurers and Real Estate stocks.We positioned
the portfolio defensively and in line with our stated strategy at the end of 2008.We sold two holdings: Morgan
Stanley FX Alpha, as we believed that the carry strategy would struggle in the current market conditions and Invesco
Perpetual Asia due to lack of contact with the manager. This money plus additional funds from a general reduction in
UK equities meant we could add five new holdings into the portfolio.

Veritas Asian Fund was a direct replacement for Invesco Perpetual Asia. In addition, within equities our desire to tilt
the portfolio toward a more value/recovery bias has led to investments in Investec Global Special Situations and
Artemis Income. We also added M&G European Loan Fund at the very beginning of 2009. This fund performed
strongly in the first quarter as the asset class experienced a strong rally following the extreme sell-off in Q408.
BlueBay Investment Grade Bond was also a new holding. The investment grade corporate bond market provided a
significant opportunity on a risk adjusted basis.

As the market started to recover the topic of conversation was the shape of the economic recovery. Questions like
‘Are we nearly there yet? Or rather .... is the recession over and was the March the low point? kept being asked.
Various experts called the shape of the recovery - W,V, U, L — to name a few. We continued to turn the portfolio
over, mainly as a result of either fund manager suitability or shifts in the portfolio to reduce beta.

We sold out of Trilogy Emerging Markets in order to reduce our EM exposure following a recovery from its low and
also to reduce our high beta exposure. We sold out of Artemis UK Smaller Companies following a recovery in the
asset class.As our remaining UK funds are multi cap we no longer felt the need to hold a separate UK smaller
companies fund and in addition the fund was significantly lagging its benchmark and peer group. Having benefited from
the returns in the long only Veritas Asian Fund we switched into the fund managers long/short fund thereby again
reducing our high beta exposure into a lower beta exposure.Artemis Strategic Assets was a new holding that we
bought at launch. A multi asset fund, that is it is primarily macro driven with a focus on stock picking in the equity
markets where the manager has both experience and proven skills, the UK (multi-cap) and US (large cap).

As the second half of the year approached and with it the summer months the market was in the midst of massive
recovery. Clearly the seasonal quiet summer months did not occur, proving that seasonal forecasting is not an exact
science. In addition, the fund performance in what can only be described as extreme behaviour started to lag the
market and its peer group. Previously in the Q2 2009 the fund had admirably managed to keep pace.As we entered
the second half of the year this became harder and harder. Particularly as the winners were those investors who
rotated their portfolio quickly enough, remained fully invested throughout, maintained exposure to Asia and were
aggressive enough to "dash to trash", a speculative strategy accessing low quality, high risk investments. Few investors
applied any of those strategies effectively. Whilst we managed to capture a lot of the upside we did not manage to
keep pace.As a consequence in the second half of the year, returns increased by 16.21%, which was slightly behind the
sector average of 18.39%.

Fund activity was high in the last quarter.We reduced the Fund's exposure to investment grade bonds and increased
exposure to high yield. This meant selling M&G Optimal Income and BlueBay Investment Grade and buying BlueBay
High Yield and Thames River Global Credit Fund.We saw the departure of the fund manager from RWC and with no
clear replacement and concerns that the remaining team will depart (which has come true) we redeemed entirely
from the RWC Convertibles Fund. Finally, we sold out of Rensburg UK Select Growth and added GLG UK Select
Fund. Whilst the Rensburg fund had been a consistent performer last year we felt that the GLG fund would add
value over and above the Rensburg fund.

It was good to note that the fund’s performance for 2009 was respectable, positioning itself at the upper end of the
2nd quartile within the Balanced Managed Sector.
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We definitely captured the wave last year. Our decision at the beginning of the year to invest in oversold asset
classes, such as European Loans and Convertibles was clearly beneficial. These buys at the beginning of the year were
very successful. In addition, our more defensive strategy at the beginning of the year, when particularly in the first 2
months of the year there seemed to be no floor for equities, allowed us to make positive returns whilst the rest of
the sector struggled to achieve a positive return.

Following 2008, we implemented many of the various strategies and lessons that we learnt from that year. Our sell
discipline is embedded in our equity process.We no longer take large fund positions; the largest position now being
c7%.And we have consistently taken profits through the year in order to ‘bank’ performance.

Finally, we have been very happy with the success of the fund selection during the course of the year following the
difficulties experienced last year. Below is a table listing all the funds we owned during the year, their fund
performance and that of that fund’s respective benchmark. If funds were bought or sold during the year then
performance takes account of this. In total we owned 28 funds! at various times last year. It can be seen that in total
the majority of our funds outperformed their benchmarks; total. Three of our under performing funds were sold and
two are new investments and so early in their investment horizon. Our largest underperformance, at c20% relative to
its benchmark, came from Neil Woodford and his Invesco Perpetual Income Fund. Clearly his very defensive strategy
was not applicable to a recovering stock market rally. However, it is important to put this into context, with most UK
Equity Income funds underperforming to some extent last year. Finally, our remaining funds, whilst they
underperformed their benchmark marginally (c1-3%) where all strongly positive for the year.

Fund Name 2009* 2009* Date
Fund Benchmark Initial Investment /
Performance Performance Sold*

Artemis Income 25.79% 35.55% Bought 12/02/2009
Artemis Strategic Assets 18.23% 9.22% Bought 25/05/2009
Artemis UK Smaller Companies 10.94% 21.00% Sold 27/04/2009
Artemis UK Special Sit 25.54% 30.12% Held for the full year
Blackrock UK Dynamic 35.28% 30.12% Held for the full year
Bluebay Investment Grade 17.69% 6.59% Sold 13/11/2009
Bluebay High Yield Bnd 3.91% 2.38% Bought 05/10/2009
Eaton Vance Eme Us Value 2.48% 6.56% Bought 16/10/2008
Four Capital-Active UK 33.31% 30.12% Held for the full year
GLG Japan Core Alpha 10.20% -6.70% Held for the full year
GLG UK Select Fund 5.64% 5.62% Bought 05/11/2009
Ignis Hexam Gl Em Mark 4.35% 5.51% Bought 10/11/2009
Invesco Perp Asian -10.70% -11.14% Sold 10/03/2009
Invesco Perp Income 10.56% 30.12% Held for the full year
Investec Gbl Sp Sit 24.49% 26.46% 12/02/2009

Legal & General Dyn Bnd 1.08% 1.03% 14/11/2009

M&G Optimal Income 30.68% 14.03% Sold 22/10/2009
Martin Currie North Amer Alpha 8.41% 2.68% Sold 21/08/2009
Martin Currie North Amer Core 11.27% 12.15% Bought 21/08/2009
Montanaro European Sm Co 38.89% 47.28% Held for the full year
Neptune European Opp 22.68% 19.25% Held for the full year
Real Return-Real Asia 29.10% 31.54% Bought 30/04/2009
RWC Global Convertibles 22.34% 5.68% Sold 9/11/2009
Specialist-M&G European 27.06% n/a 13/01/2009

Thames River Global Credit 1.90% 0.64% Launched 2/11/2009
Thames River High Inc 31.25% 14.12% Held for the full year
Trilogy 12.64% 16.00% Sold 30/04/09

IVeritas Asian Fund is missing from the table as it was held for only 6 weeks.
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Despite the good performance it is useful to reflect back and make sure that we continue to learn from our
experiences. If we are honest with ourselves then two things are worth a mention.

l. At the point when equities started their rally at the beginning of March it was very clear to us that equities
had been vastly oversold. It was evident that during the first two months of 2009 panic had set in and there were
many numerous forced sellers of equity.A rally in equities was not surprising. However, the degree and extent of the
rally that followed was without doubt unexpected.Whilst there was an abundance of negative economic data floating
around, equities continued their steep upward path. At various points during this rally we top sliced equities
selectively. Our aim was to take profit on positions and reduce risk.Whilst it allowed one to sleep a little more easily,
in hindsight our second half performance figure would have been greater than 16.21% if we had not reduced equities.

Furthermore, in addition to the selective reduction in equities towards the half year we were subtly changing the beta
on the fund downwards. Again we had concerns that we did not wish to take excessive risk within the portfolio.We
switched Veritas Asian from its long only to long / short fund (to give some downside protection). In addition, we
moved part of our US exposure from Martin Currie North American Alpha fund to its core fund and also bought
Artemis Strategic Assets, an absolute return fund with defensive elements.

2. It is fair to say that we have erred on the side of caution when allocating to Emerging Markets. In 2007 it
cost us performance and it did so again last year.We sold out of Emerging Markets in April. With hindsight, what we
should have done as a minimum was to change the fund holding. We had seen Emerging Markets recover from their
lows and we wanted to reduce the high beta exposure. In addition, we were unhappy with the current manager and
wished to exit our investment with him. Having realised this we added a new fund in the final quarter — HEXAM
Global Emerging Markets. Going forward our opinion is that we must always hold Emerging Markets, the big question
is clearly how much that holding should be?

Two things are worth pointing out when looking at the portfolio for this coming year.

l. This next phase in the market is when stock pickers come to the fore.Within a sector; some stocks will
significantly outperform others, and some sectors will significantly outperform others. This phase is one that we have
been in since September 2009.With this will become a return to quality.VVe have already seen the market start to
return to fundamentals, rewarding those companies doing well. | believe this is set to continue further into this year
and will be the driver for market returns. 2010 will focus on quality i.e. quality names that are able to expand market
share and deliver earnings growth in an uncertain environment. Therefore it will be key to invest with those managers
that have the proven ability and track record to stock pick successfully.

2. All would agree we are in the midst of a recovery phase. However, the economic background remains
precarious. Until we have a clear picture and less scepticism of what will actually happen there is no need to take
large positions within the Fund; either on asset allocation or fund selection. Therefore the fund remains balanced,
offering an array of asset class from global equities, to long short equities, to absolute return funds to loans, to
emerging market corporate debt, to investment grade and high yield.

The year ahead is less clear. Economic indicators remain weak but at least they are positive. Corporate earnings are
likely to drive any recovery but the question is how sustainable those earning prove to be. Both factors are enough to
push markets on but there is an inherent vulnerability in this recovery. How markets react to the bad news, niggling
problems or further shocks that will inevitably occur in 2010 will provide a better picture of where we are in the
recovery phase. However, very simply, we are well into the phase of ‘travelling’ forward. This journey is unlikely to be
smooth and one need to concentrate on the price one pays for assets in this environment as well as assess what the
nature of the ‘arrival’ shall be.
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To get the most out of 2010, we will be required to work harder and be prepared to act swiftly to the changing
environment. In addition it is essential to remain disciplined in choosing asset classes and managers and only invest in
positions when we believe they will achieve our required return.VWe are prepared for an interesting and challenging
year but remain convinced that in such an environment, the multi manager approach offers investors the best
opportunity to ensure exposure to the winners that emerge out of 2010.
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Top 10 holdings and portfolio breakdown as at 31 December 2009

Real Return Asian 6.00%

Invesco Perpetual Income 5.50%

GLG Japan CoreAlpha 5.43%

W LIS Equikies 30.85% [ Banda 21.25%
BlackRock UK Dynamic 5299% B Eurapeaan Equltles | 1.37% B L5 Equidaes | 0.84%
W Agla Equittles gx | span 5.00% W |apan Equitles 54304
; W uld Aszar 4.40% W Elokal Equltl-as ® 13
Montanaro European Small 5.06% Emarging Markacs 3.00% [ Cash 2745

Source: Fitzwilliam Asset Management Limited

Discrete performance

Elite Fitzwilliam

Balanced Growth 22.65% -28.42% 241% 10.50% 23.17%

Cumulative performance

Flite Ficzwilliam 16.21% 2265% -10.08% 2237% 138.66%
Balanced Growth

IMA Balanced 18.39% 19.86% -1.78% 29.43% 17.11%
Managed

Quartile 4 2 4 4 2
Annualised return 22.65% -3.48% 4.12% 6.19%

Source: Financial Express. The performance figures above have been calculated using data as at 31 December 2009 and are on a bid to bid basis (no

initial charge) with net income reinvested. Past performance should not be taken as an indication of future performance.

Important information

The investments described are intended as long-term investments. Please remember that the value of investments and
the income from them can fall as well as rise. Past performance should not be seen as an indication of future
performance. A proportion of the Fund’s assets may be held in foreign currencies and therefore may be affected by
fluctuations in currency markets. If interest rates increase substantially when compared to inflation, this may affect the
competitiveness of the Fund’s fixed interest assets in comparison to alternative investments such as deposits. The
Manager’s views and opinions may change.

Please refer to the latest full prospectus, key features, annual and interim reports as appropriate for more information.
Further information is also available from the contact details. You should seek independent financial advice before
proceeding with any investment. This fact sheet is not an invitation to invest and is for information purposes only.
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