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Net Asset Value: £83 Premium:0.6%

Top 10 Equitiesat 30 Sep2016

Barratt Developments 13.0
Bellway 12.8
Tesco 12.0
Lloyds Banking Group 10.5
Sports Direct 9.0
Morrisons 6.6
GlaxoSmithKline 5.6
JD Wetherspoon 5.0
Vesuvius 5.0
Hornby 3.4
Cash Position 5.3

The NAV was up 1.8%, versus the market which was up 1.7%.

As was the case in the June Aurora factsheet, this month we have
included a longer commentary, largely taken from the September-end
quarterly report very recently sent to Phoenix UK Fund investors. The
Phoenix UK Fund owns all but one of the holdings owned by Aurora.

We have been asked a lot about Sports Direct in the quarter as it has
attracted some poor publicity. This has largely been about corporate
governance, not its business. We have engaged with a number of those
who raised issues including the unions and some investor groups. We
have also been in dialogue with the company. So far our assessment is
that the company has made mistakes that it regrets, but that they are
the consequence of fast growth and not a lack of integrity or bad faith.

The issue has been hijacked by parties whose interests are not
necessarily the same as shareholders, but they have been assisted by a
number of vocal fund management companies. Some claim that Sports
Direct’s share price has fallen and is cheap as a result of a corporate
governance “deficit” or “discount”. This is hard to square with the facts;
the same team has run Sports Direct, pretty much from the day it floated
at 300p per share until now. In between, the share price has been down
to 31p (Nov 08) and up to 924p (Apr 14) and then back to 250p.

We believe that a better explanation for the all the noise is cognitive
dissonance amongst some fund managers. Cognitive dissonance is the
term coined by Leon Festinger in 1956 to describe how the human brain
struggles to deal with information inconsistent with its current model
and self-image and therefore acts to reduce the dissonance by torturing
the facts to fit the previously held view. It's an unconscious process.

Sports Direct’s shares have fallen from over 800p in September last year
to under 300p now. It is much easier for a fund manager’s brain to
interpret this as the result of poor corporate governance and actions of
the Sports Direct board rather than accepting an alternative, more
uncomfortable interpretation about their own judgement.

When the shares were trading at 800p the estimate for next year’s
earnings from analysts was 50p share, it is now 24p a share. This
probably explains more than anything why the shares have declined.

We own the business because we think its leading market position is
no accident. In what is a fairly mature market it is worth noting that
Sports Direct doubled in size in the past 6 years and that was after
doubling in the 6 years before that. That growth was not the result of
any significant acquisitions it was largely organic growth at the expense
of competitors.




It combines a clever mix of being the low cost producer, owning a
portfolio of brands and a relentless experimentation with its retail
offering. The company moves quickly, is willing to make mistakes, is a
continual learning machine and all with a pervading paranoia and fear of
failure.

They've built the business whilst earning a c.25% return on capital. In
the credit crunch which saw a collapse in the economy and a 25%
devaluation in the currency (products are all sourced abroad), the gross
margin of Sports Direct stayed within a 41% to 44% range, a real
demonstration of their pricing power. In all the years that we've tracked
them they have consistently been cheaper than all their competitors,
including an equivalent basket purchased on Amazon.

Our central scenario estimate of the intrinsic value of Sports Direct is
around 700p per share and they are currently selling for 287p. If we
exclude their brand licensing business, their European stores and the
lifestyle business so that we are only talking about the UK sports retail
business, we estimate that is worth more than twice the current share
price.

For the current share price to be correct you would have to exclude all
the other businesses and assume that margins more than halve in
perpetuity or that profitability decline every year by 5% until it was zero,
and then you would have a value closer to 300p. It’s not to say that
won’t happen, but we like those odds. Not only is there no sign of those
things happening at the moment, but we think we would be able to
detect them from our mystery shopping.

Put another way, it would cost you £1.75bn to buy the whole business
in the stock market today and it would come with c. £100m of net cash
and £350m of freehold property. For that you will get a business making
around £225m to £250m after tax (adjusting for the currency and football
tournament noise). It’s run by a passionate founder, who has never been
paid a penny, not even the minimum wage, and whose returns will
come from the change in value of the shares.

Brexit

We don't have much new or intelligent to say about Brexit. Between
now and final agreement there will undoubtedly be gyrations as both
sides stake out their negotiating positions. The UK seems to be willing
to sacrifice some economic prosperity for control over immigration. For
the EU it is important that the UK’s exit is a painful disincentive to other
leavers. That’s not a great recipe. On the other hand, Mr Sarkozy is
campaigning in France for the presidency with a promise to bring in a
new European treaty that allows some control of borders and keeps the
UK in Europe.

We just have to be ready for the range of scenarios and ensure that the
portfolio values have been tested for those. We believe we are well set.




Risk

The biggest risk in our opinion is the continued abnormal interest rate
environment and how it is going to normalise. This quarter companies
issued bonds with a negative coupon. That’s right, Henkel and Sanofi
wanted to borrow money and they found a queue of investors who
wanted to give it to them and furthermore they wanted to pay for the
privilege of giving them that money. One day someone is going to read
that in a history book and laugh out loud and shake their head in utter
disbelief. It sounds absurd, it is absurd but because it has been going on
for some time we are becoming desensitised to it.

Money supply is growing in all the major economies, so is employment
and economic activity. There is no need any more for these current
interest rates and yet central banks are afraid to raise them. This looks
like an accident waiting to happen.

For our part we hold companies that either have no debt or are not
imperilled by debt because it is covered by income that is not
economically sensitive. A bursting of the bond market bubble will leave
damage including in ways we haven’t thought about but we believe our
business franchises will not suffer long term permanent damage.
Furthermore, turmoil brings opportunity.

Aurora shares are eligible to be invested in an ISA. Neither the Aurora Investment Trust nor Phoenix
Management Partners run such a scheme. You should coadinancial adviser regarding a suitable self
select ISA provider.
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Trust Performance
The appointment of  Phoenix  Asset Track Record
Management Partners ("PAMP") came into
effect on 28th Januery 2016. PAMP's Performance NA\ Share Pric All-Share Relative NA
investment track record for its flagship Phoenix Return 9 Return ¢ Index % to ASX!
UK Fund can be viewed in the table and graph 01/01/168 30/09/16 0.9* 58 12.4 71
on the page 3. The investment strategy of the
Aurora Investment Trust is the same as that of Sep2016 1.8% -0.3 1.7 4.7

the Phoenix UK Fund.

During January 2016, the portfolio was
changed to align to Phoenix. The IM
Agreement between Aurora and Phoenix
formally began on 28 January.

*Following an internal review these figures were amended in June 2018.
** Share price return with dividends reinvested; All Share Index returns with dividends reinvested.

Investment Objective

We seek to achieve long-term returns by
investing in UK-listed equities using a value-
based philosophy inspired by the teachings of
Warren Buffett,

Graham and Phillip Fisher.

Charlie  Munger,
Our
combined with thorough research, invests in

Benjamin

approach,

high quality businesses run by honest and
competent management purchased at prices
that, even with low expectations, will deliver

excellent returns.

Contact

Phoenix Asset Management Partners Ltd
64 - 66 Glentham Road London SW13 9JJ
Tel: +44 (0) 208 600 0100

Fund Manager since 28 January 2016

Portfolio Manager: Gary Channon

Listing: London Stock Exchange
Inception Date: 13 March 1997

ISIN GB0000633262
Bloomberg: ARR

Fees

Management: None

Performance: One third of returns in

excess of the market

Regulatory Notice:

Aurora Investment Trust Plc (“the Trust”) is a UK
investment trust listed on the London Stock Exchange.
Past performance is no guarantee of future
performance. The value of investments and any income
from them may go down as well as up and investors
may not get back the amount invested. There can be no
assurance that the Company's investment objective will
be achieved and investment results may vary
substantially over time. This document is for information
purposes only and does not constitute an offer or
invitation to purchase shares in the Trust. Shares in an
investment trust are traded on a stock market and the
share price will fluctuate in accordance with supply and
demand and may not reflect the underlying net asset
value of the shares. This document is issued and
approved by Phoenix Asset Management Partners
which is authorised by the Financial Conduct Authority.
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reflects the track record

of the Phoenix UK Fund

The investment strategy of the
Aurora Investment Trust is the
same as that of the Phoenix
UK Fund

Aurora Investment TrudtAugust2016

SharePrice: .64 Net Asset Value:163 Premium 0.6%
Data as aB0 SeptembeR016

Phoenix UK Fund Track record

Fund Performance (%) Gross Returi Net Returr All-Share Relative NA'
Index* to ASX
2016(to 31 Sep2016) -2.2 -3.0 12.4 -15.4
2015 20.1 14.7 0.9 13.8
2014 2.0 0.1 1.2 -1.1
2013 40.5 313 20.9 10.4
2012 48.3 42.2 12.5 29.7
2011 3.0 1.9 -3.2 5.1
2010 1.1 0.0 14.7 -14.7
2009 62.8 59.7 30.2 29.5
Cumulative Since Inception 694.6 405.5 146.0 259.5
Since Inception Annualised 11.9 9.2 5.0 4.2

Phoenix UK Fund Value of £1,000 invested at launcBOt&eptembe2016
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* Data from 30th April 1998, All-Share Index Returns with dividends reinvested

Investment Objective

We seek to achieve long-term returns by
investing in UK-listed equities using a value-
based philosophy inspired by the teachings of
Warren Buffett, Charlie Munger, Benjamin
Graham and Phillip Fisher. OQur approach,
combined with thorough research, invests in
high quality businesses run by honest and
competent management purchased at prices
that, even with low expectations, will deliver

excellent returns.

Contact Regulatory Notice:

Aurora Investment Trust Plc (“the Trust”) is a UK
investment trust listed on the London Stock Exchange.
Past performance is no guarantee of future
performance. The value of investments and any income
from them may go down as well as up and investors
may not get back the amount invested. There can be no
Portfolio Manager: Gary Channon assurance that the Company's investment objective will
be achieved and investment results may vary

Phoenix Asset Management Partners Ltd
64 - 66 Glentham Road London SW13 9JJ
Tel: +44 (0) 208 600 0100

Fund Manager since 28 January 2016

Listing: London Stock Exchange
substantially over time. This document is for information
Inception Date: 13 March 1997 purposes only and does not constitute an offer or
ISIN GB0000633262 invitation to purchase shares in the Trust. Shares in an
Bloomberg: ARR investment trust are traded on a stock market and the
share price will fluctuate in accordance with supply and
demand and may not reflect the underlying net asset
Fees

value of the shares. This document is issued and
Management: None approved by Phoenix Asset Management Partners
Limited which is authorised and regulated by the
Financial Conduct Authority.

Performance One third of returns in

excess of the market



