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Dalton Street Market Neutral Trust

Histogram — Dalton Street Market Neutral Trust
Dalton Street Capital is a boutique investment manager founded in

November 2015. We actively manage investment portfolios for a range 50 43
of clients which include self-managed super funds, endowments and 45
foundation plans for institutional and retail investors. 40
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Our team consists of investment professionals with deep local and global S 30
equity market expertise in corporate events, derivatives and leveraged fund g 25
management knowledge. Active overall risk management is also an integral o 20
part of the investment management process. s
10

A market neutral trust aims to deliver non-market, uncorrelated and
asymmetric absolute return, with a suite of broad range alternative investment 5
strategies. These diverse strategies are skill-based and run on a hedged basis -
with both low volatility and correlation compared to traditional and alternative

asset classes. It also provides investors with diversifying sources of alpha which

may help to reduce a portfolio’s overall volatility as well as improve returns.
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In simple terms, by holding a diversified pool of alternative strategies, our

explicit protection strategy is enhanced, particularly during periods of -2.5 -1.5 -0.5 0.5 15
heightened market vqlat|l|ty .a'nd stress. Our.speua!lst team haye a Sl.JccessfuI Daily Gross Unaudited Returns QTD 31 Mar 2021
track record in producing positive returns during major market dislocations.
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- - - - 4.08
RBA Cash Rate 0.01 0.02 - - - - 0.05

Excess Returns 0.51 3.86 - - - - 4.03

Net performance shown is after deduction of all feesand costs. Dalton Street started managing the fund from 18 October 2020. *C d return since i ion. Past performance is not a reliable indicator of future performance.

Netwealth, BT, Asgard, Macquarie, HUBB24

*20.5% p.a. (including GST net of RITC) of the increase in NAV which exceeds the k, subject to a high mark.

DISCLAIMER: Equity Trustees Limited (‘EQT’) (ABN 46 004 031 298 AFSL 240975) is the Responsible Entity for the Dalton Street Market Neutral Trust. The material ined in this ication (and all its attachi ) is general information only
and has been prepared by Dalton Street Capital Pty Ltd (“Dalton Street”), a Corporate Authorised Representative of Boutique Capital Limited (“Boutique”), AFSL 508011. It is not intended to take the place of professional advice and you should not
acton any i ion made in this ication without first ing your investment advisor in order to ascertain whether the information is appropriate, having regard to your investment objectives, financial situation and particular needs.
Nothing in this ication shall be c as a solicitation to buy or sell a security or to engage in or refrain from engaging in any transaction. Dalton Street believe that the information contained herein is correct at the time of compilation.

However, Dalton Street, Mantis Funds, Boutique and EQT provide no representation or warranty that it is accurate, complete, reliable or up to date, nor does Dalton Street, Mantis Funds, Boutique or EQT accept any obligation to correct or update
the opinions (if any) in it. The opinions (if any) expressed are subject to change without notice. Dalton Street, Mantis Funds, Boutique and EQT do not accept any liability whatsoever for any direct, indirect, consequential or other loss arising from
any use of the material i in this icati This ication may refer to the past performance of a person, entity or financial product. Past performance is not a reliable indicator of future performance. Investors should obtain
the relevant product disclosure statement and consider it before making any decision to invest.




Market Commentary

The event-driven strategy aims to exploit pricing inefficiencies around
corporate activity, in particular M&A events. Even though the final
reported March performance was +0.52%, the Fund would have printed
a much higher overall performance due to three big scrip M&A deals in
Japan becoming effective on 1st April.

In the first two weeks of April, the Fund’s return is already +2% as a result
of the crystallization of those Japanese M&A deals being recognised by
the Fund’s accountant. The event landscape continues to remain healthy,
with overall gross exposure increasing to 224% compared to 203% from
the previous month. The biggest return contributor was our position in
WPP AUNZ Limited (WPP AU). To recap, WPP PLC through Cavendish has
agreed to acquire the remaining 38.5% of WPP AU that is does not
currently own at $0.70 AUD per share by way of scheme of arrangement.

The optionality in this trade was particularly evident when WPP AU
declared an increase of the fully franked dividend and special dividends
of up to $0.20 AUD per share. The Fund took an aggressive long position
below $0.69 AUD and whilst WPP traded cum franking credit entitlement
above $0.73 AUD, the Fund realized a 6% gain on the long position.

Being able to trade around a position is a key characteristic of this
strategy, as the Fund borrowed offshore stock (i.e. stock that is not
subject to franking credits) to initiate a short position at $0.73 AUD and
covered the position at $0.645 AUD.

Mol Contributors to Return (Basis Points)
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tPreliminary. Dalton Street started managing this fund as of 18 October 2020.

It consequently rebuilt its long position at the same price at $0.645 AUD
when it was trading ex-dividend entitlement on the 30th March 2021.

The Fund is currently long to capture the final consideration of $0.656
AUD or 1.7% once the scheme becomes effective in April. This is a clear
example of the flexibility of the strategy, which allows the Fund to
remain nimble and trade around multiple mispricing events.

In Singapore, we have implemented a position in both Jardine Strategic
Holdings (JS SP), as well as Jardine Matheson (JM SP). JM SP announced
the acquisition of JS SP shares of the remaining 15% stake that it does not
already own for $33 USD.

After the announcement, the mispricing opportunity was in JM as the
acquisition was perceived to be 30% EPS accretive. This transaction is
aimed to end dual holding company structures and cross-shareholdings.
In both positions the Fund crystalized a +40bp gain.

The Fund continues to find and implement very attractive risk/return
trades, and with an asymmetric return nature in mind is very much
resilient towards broader market sell-offs.

Gross Exposure by Strategy

m Events (Risk Arb) = Relative Value Situational

0.0%

49.1%

129.6%

DALTON STREET CAPITAL

AS AT 31 MARCH 2021


http://www.daltonstreetcapital.com/
mailto:darfclient@mantisfunds.com

