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Finding opportunity 
in unlikely places



Forager is a boutique fund manager. 
Our clients entrust us to invest more  
than $165m of their money in domestic  
and international shares.
To invest please download a PDS and 
application form at foragerfunds.com,  
or simply email admin@foragerfunds.com 
or call 02 8305 6050.

Warning: “The information given by Forager Funds Management is general information only and is not intended to be advice.  
You should therefore consider whether the information is appropriate to your needs before acting on it, seeking advice from a financial 
adviser or stockbroker as necessary.” Disclaimer Forager Funds Management Pty Ltd operates under Australian Financial Services 
Licence (AFSL) No. 459312. Fundhost Limited (ABN 69 092 517 087) (AFSL No: 233 045). as the Responsible Entity is the issuer 
of the Forager International Shares Fund (ARSN No: 161 843 778) and the Forager Australian Shares Fund (ARSN 139 641 491). 
You should obtain and consider a copy of the product disclosure statement relating to the Forager International Shares Fund and the 
Forager Australian Shares Fund before acquiring the financial product. You may obtain a product disclosure statement from Fundhost 
or download a copy at www.foragerfunds.com. To the extent permitted by law, Fundhost Limited and Forager Funds Management Pty 
Limited, its employees, consultants, advisers, officers and authorised representatives are not liable for any loss or damage arising as  
a result of reliance placed on the contents of this document.



COMPANY  
HISTORY

The seeds for Forager Funds Management (Forager) were  
sown more than 15 years ago when John Addis and  
Robert Carey founded a stock-market newsletter called  
The Intelligent Investor. 

Robert and John were passionate about making the opaque  
and conflicted world of investing accessible to a growing  
army of DIY investors. Their commitment to transparency and  
willingness to admit to and learn from inevitable mistakes remain 
fundamental tenants of Intelligent Investor and Forager today.

They were joined by value investing fanatic Greg Hoffman  
in 2001 and, in 2004, Greg roped his childhood friend and 
fellow value investing fanatic Steve Johnson into a buyout  
of the company. At the depths of the financial crisis in 2009, 
Steve launched a funds management business, Intelligent 
Investor Funds Management, with the aim of providing 
subscribers to Intelligent Investor with access to the smaller, 
more complicated opportunities that are still found in the 
Australian Shares Fund portfolio today. 

The business has now grown to more than $165m of funds  
under management, with $85m invested in ASX-listed stocks 
and approximately $80m in the International Shares Fund,  
established in early 2013.

The publishing business, along with the Intelligent Investor 
brand, was sold in June 2014 to ASX-listed company Australasian 
Wealth Investments, allowing Steve to devote himself to the funds 
management business. Intelligent Investor Funds Management, 
still owned by Steve, Greg and the other shareholders, was renamed 
Forager in July 2014. There are no corporate shareholders and 
no financial institutions wishing to change the way we run  
our business.

Alignment
There really are no guarantees when it comes to the stockmarket.  
And past performance is genuinely not a good predictor of future 
performance. We expect our returns to be lumpy and there  
will be periods, perhaps significant ones, where our performance 
is worse than the market. So how are you supposed to select  
a fund manager?

We can’t provide assurances but we can give you some 
commitments. First, we will invest our money alongside yours. 
Second, we will restrict the amount of money we accept so that 
we can stay small and nimble. And finally, we will communicate 
with you in a clear and transparent way. It’s our belief  
that, along with tried and true value investing principles,  
these commitments give us the best possible chance of success.

Whilst discussing hedge funds in More Money than God, Sebastian 
Mallaby argued there were only two useful predictors of 
performance (and no, past performance wasn’t one of them). 
The two best predictors were size (the smaller the better) and 
the amount of money the manager has invested in their own 
fund (the more the better). 

Forager’s staff invest a significant portion of their  
wealth alongside you (for Steve, all his wealth not invested  
in the business is invested in the two Forager funds). And  
we have committed to limiting the funds to a size that allows 
them to remain invested in small to mid capitalisation stocks.  
We’ve stated publicly that this is $150m - $200m for ASX 
listed stocks. With the International Fund, we have a much 
bigger pond in which to fish and will need to assess  
the limitations as we grow, but we are likely to restrict  
it to less than $1bn.

Communication and transparency might seem like strange  
pre-requisites for performance. Indeed most fund managers 
prefer to pretend they have some secret sauce that couldn’t 
possibly be revealed to the outside world. For us there is 
no secret sauce, but one of our competitive advantages is 
an aligned and patient investor base. At Forager, attracting 
the right sort of investor is more important than attracting 
investors per se.

For us to be ‘greedy when others are fearful, and fearful when 
others are greedy’, as Warren Buffett recommends, we need long-
term clients who understand our approach, understand  
the types of stocks that we own and are prepared to stick  
by us through difficult times.

That’s why you’ll receive detailed quarterly reports and  
why we tell you about our mistakes as well as our successes.  
It’s crucial to building the long-term relationships necessary  
for us to be successful stock market investors.

PerformAnce
Forager’s aim is to provide you with investments that outperform 
what you could achieve from buying a low cost index fund.  
While we encourage you to look at fund manager track records 
with scepticism, the results so far have been encouraging.  
You can see the performance of both funds on page 4 and 5.

returns since incePtion* (AnnuAlised)

* Australian Shares Fund inception 31 Oct 2009,  
International Shares Fund inception 8 Feb 2013

+ All Ordinaries Accumulation Index for Australian Fund  
MSCI All Country World Investable Markets Index for International Fund

Please note that past performance of Forager’s funds is not a reliable 
indicator of future results. Forager does not guarantee the performance 
of any fund or the return of an investor’s capital or any specific rate  
of return. Returns have been calculated using mid unit prices after taking 
into account all of Forager’s ongoing fees and assuming reinvestment  
of distributions. No allowance has been made for taxation. We encourage 
you to think of investing as a long-term pursuit.
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“At Forager, attracting the right sort of  
investor is more important than attracting 
investors per se.”

Australian Shares Fund International Shares Fund

7.3% 
p.a.

12.6% 
p.a.

21.0% 
p.a.

24.6% 
p.a.

 Forager  Benchmark+
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FORAGER’S INvESTMENT  
STRATEGY

value Investing is the method of investing practiced by Forager. 
It requires a business-like approach, an independent mindset 
and patience.

introduction
Share prices don’t exist in a vacuum. Instead, they represent 
what it costs, at one point in time, to buy a tiny proportion  
of a company listed on the stock exchange – a company that 
employs people, produces goods or services and, hopefully, 
generates revenue, profit and cash flow.
Alongside this quoted stock price, value investors also take 
account of a company’s underlying, or ‘intrinsic’, value. Unlike 
the stock price, you can never get an exact fix on this figure but 
you can sometimes make a reasonable estimate by undertaking 
‘fundamental analysis’, which involves looking at a company’s 
financial statements over time and making an assessment  
of its management, markets and growth potential.

Share prices, you may have noticed, vary enormously over  
the course of a year. But a business’s revenue, profit and cash  
flow rarely change anything like as much as its share price.  
The reason for this is that the price of a company’s shares  
is only a reflection of what people are willing to pay for them 
at any given time. Sometimes, usually when prices are rising, 
people are greedy. When prices fall, they become fearful and rush  
for the exits. All this emotion can push the share price a long  
way from the intrinsic value of the underlying business.
We aim to benefit from this by buying shares when they’re  
trading at significantly less than what we believe their intrinsic 
value to be. 

Where it comes from
value investing didn’t develop overnight. It was the quest  
of one man in particular and another who followed him.
The founder of the modern ‘school’ of value investing was 
Benjamin Graham, considered ‘the father of modern security 
analysis’. Along with David Dodd, Graham co-authored Security 
Analysis, and later, a more accessible book on fundamental 
analysis called The Intelligent Investor (where our former  
name came from). Despite his academic brilliance, Ben 
Graham’s practical application of value investing was simplicity 
itself. His investment partnership bought stocks that were 
trading at a significant discount to their liquidation value, 
which he calculated – conservatively – from the balance sheet. 
But, as one of Graham’s students soon discovered, the numbers 
didn’t always tell the whole story.
Warren Buffett studied under Graham at Columbia University 
and embraced value investing with gusto. But over time he 
became less interested in Graham’s numbers-based approach. 

He wanted to know what really made one business better than 
another. Buffett soon realised it came down to those businesses 
with a strong ‘franchise’ and excellent management.

He saw that businesses with strong market positions,  
excellent brand names, good cost control, high free cash  
flow and honest and capable management usually performed 
better over the long term. Graham would buy any business  
if it was cheap enough; Buffett prefers to buy only quality 
businesses with excellent management. And while Graham 
stressed diversification, to reduce the impact of the occasional  
but inevitable losses from buying poor businesses, Buffett’s focus 
on quality has enabled him to concentrate his portfolio. Finally, 
Graham would sell a stock if it no longer met his strict numerical 
criteria, while Buffett has said that for his carefully selected 
business franchises, his ‘favourite holding period is forever’.

Despite their different approaches, both Graham and Buffett 
have always assessed their investments in a business-like fashion 
and have always made sure of a considerable margin of safety  
in their purchases.

Why it Works
If value investing works so well, why isn’t everyone doing it?

Not everyone is able to view movements in stock prices with the 
detachment that’s required of a value investor; if they could, then 
the sharemarket extremes caused by fear and greed would not occur.

This paradox is one of the keys to the success of the value 
approach: the concepts are extremely simple to grasp but can  
be very difficult to put into action. Why? Human psychology. 
Most stocks tend to be priced about right much of the time. 
Something significant usually has to happen for a stock to become 
under or overpriced; a profit warning or a competitor releasing 
an innovative product, for example. In other words, an attractive 
opportunity for value investors is very often caused by bad news, 
while good news is very often the signal to head for the exits.

value investors have to be contrarian, looking for the positives 
when everyone else is looking at the negatives (and vice versa). 
Humans are hard-wired to follow the crowd, but that’s usually  
an unprofitable course of action in the sharemarket.

forAging for exciting oPPortunities
As the Forager name suggests, our style of value investing involves 
scouring the world looking for unloved opportunities. Perhaps 
best described as a hybrid of the Graham and Buffett styles,  
we view both asset backing and earnings power as useful valuation 
tools, depending on the type of business we are investing in. 

Like Buffett, we like buying high quality businesses if they are 
available at reasonable prices. But, like Graham, we also believe 
there is an appropriate price for everything. 

Buffett himself has said that he would invest very differently 
with smaller pools of money (his company, Berkshire Hathaway, 
has more than US$100bn in investments). Our small size gives 
us the flexibility to do just that.

If the potential returns are high enough, we have no qualms 
investing in mediocre businesses. And if the situation demands 
it, we are prepared to be activist in order to realise the value 
inherent in a company’s shares. Both approaches have worked 
well for us over the years and our aim is to stay small and keep 
the same philosophy for many years to come.

“ Despite their different approaches,  
both Graham and Buffett have always 
assessed their investments in a business 
-like fashion and have always made  
sure of a considerable margin of safety  
in their purchases.”



FORAGER’S  
INvESTMENT TEAM

The Chief Investment Officer of Forager Funds Management  
is Steve Johnson. After four years working with Macquarie Bank 
in Sydney and London, Steve returned to Australia in 2003  
to pursue his passion for value investing. Together with childhood 
friend Greg Hoffman, he purchased Intelligent Investor and ran 
that business until 2009. With $150,000 of his own money and 
the support of the Intelligent Investor shareholders and brand,  
he founded the funds management business that year and has 
been its Chief Investment Officer since. 
Steve is the company’s largest shareholder and was instrumental 
in the separation from Intelligent Investor and creation of 
Forager. Under his guidance Forager has built an excellent track 
record, Steve has grown the business to over $165m of funds 
under management and was named one of Australia’s top young 
fund managers by the Australian Financial Review in June 2014.
He has a Bachelor of Economics (Econometrics and Finance) from 
the University of New South Wales and is a CFA Charterholder.  
He enjoys marathon running in his spare time and lives with  
his wife in Sydney, Australia.
Steve is also a frequent commentator in the Australian media. 
You will see him regularly on Sky Business and occasionally  
on the ABC and CNBC.

Gareth Brown is a senior analyst with Forager. Gareth’s career 
began with seven years at Commonwealth Bank, initially in risk 
management and then on the trading floor. Whilst working at 
CBA, he also completed a Bachelor of Business degree, majoring 
in Finance at University of Technology, Sydney.
To pursue his obsession with value investing, Gareth joined 
Intelligent Investor in 2002 and spent the next 10 years as a 
senior member of the analyst team. 
For family reasons the last few years of that decade were spent 
working remotely from vienna, Austria. So when Forager 
launched its International Fund, Steve immediately called Gareth 
and asked him to join the funds management team and research 
European stocks.
Gareth’s healthy scepticism and willingness to ask the questions 
no one wants to ask make for lively team discussions – especially 
at the odd hours required to co-ordinate Sydney, New York 
and vienna. He is an avid traveller and is unmatched in his 
knowledge of world geography (in our office at least), something 
put to good use as he scours the world looking for opportunities.

Kevin Rose is a senior analyst with Forager. He graduated with 
a Bachelor of Arts in Economics cum laude from vanderbilt 
University in 2000 and began his career with US investment 
bank Salomon Smith Barney in New York. After a stint  
in the corporate world with Atari Inc, Kevin decided to pursue  
his passion for value investing. In 2008 he completed an MBA 
from the Columbia Business School in New York and was  
a member of the Applied value Investing Program through  
the prestigious Heilbrunn Center for Graham & Dodd Investing.

Prior to joining Forager in 2013, Kevin worked for Freshford 
Capital Management, a US hedge fund with more than 
$US600m funds under management.

Kevin has primary responsibility for researching and 
recommending North American stocks for the International  
Fund and lives in New York with his wife.

Matt is an investment analyst with Forager, providing research 
and analysis on Australian stocks. 

He joined the team in 2011 and has successfully passed all 
three levels of the CFA program, and may be eligible to become 
a charterholder upon completion of the requisite work experience.

Matt’s prior experience was as a commercial analyst at 
engineering services firm Worley Parsons in Western Australia.  
He has a Bachelor of Engineering (Mechanical) degree (attained 
with first class honours), as well as a Bachelor of Laws (attained 
with honours) both from the University of Adelaide.

Alvise is a junior analyst who does most of the administrative 
work around the office and is an aspiring value investor. Alvise  
is enrolled in the CFA program, already has a degree in Finance 
(attained with first class honours) from the University of Adelaide 
and is fluent in Italian, Chinese (Mandarin) and English. Alvise 
joined Forager in 2013.
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steven Johnson
Chief  Investment Officer

gAreth BroWn

kevin rose

mAtt ryAn

Alvise Peggion



oBJective
Established in October 2009, the Forager Australian Shares 
Fund (previously known as the Intelligent Investor value Fund) 
is a portfolio of ASX-listed stocks managed by Forager. Although 
the Fund’s wide mandate gives Forager the flexibility to find 
opportunities all over the market, the focus is on smaller,  
more complicated opportunities. 
The overriding objective is to provide investors with  
a concentrated portfolio of stocks that outperform the market  
over a five year period.

construction
The Australian Fund invests in a concentrated portfolio  
of what we believe are the cheapest stocks on the Australian 
market. There are no hard and fast rules about how many stocks 
we will be able to find trading at a substantial discount to their 
underlying value. Nor do we know in which particular areas  
of the market they will arise.
The Australian Fund is typically invested in a relatively small 
number of stocks (less than 20) and these stocks can be small 
and illiquid. At times it could also hold large amounts of cash. 
This concentrated, selective, flexible approach is part of our 
strategy for providing superior long-term returns.
The concentrated nature of the Fund could result in more 
price volatility than that exhibited by the wider stock market. 
The performance statistics are updated monthly, with reports 
available to read on the Forager website: www.foragerfunds.com.
The Australian Fund is open for new investments which are 
processed on a weekly basis. You should read the PDS before 
making any decision to invest.

fees

entry fees
Nil
exit fee
Nil
management fee
1.00% per annum
recoverable expenses
0.1% per annum

toP 5 holdings

stock description Weighting

RNY Property Trust New York suburban 13.2% 
 office property trust

Service Stream Satellite communication service 9.6%

Macmahon Holdings Mining services 7.1%

Hansen Technologies Provider of billing and  6.9% 
 customer care software

Hughes Drilling Commercial drills 6.1%

PerformAnce

forager Australian shares fund Performance summary 
(as at 30 June 2015)

1 month 
return

1 year 
return

2 year 
return

Since 
inception 
Annualised

Since 
inception
Cumulative 

Australian  
Shares Fund –2.34% 12.31% 14.99% 12.61% p.a 95.95%

All Ords. 
Accumulation 
Index

–5.40% 5.67% 11.50% 7.32% p.a 49.24%

value Added 3.06% 6.64% 3.49% 5.28% p.a 46.72%

fActs

fund commenced 31 Oct 2009

minimum investment $10,000

monthly investment Min. $100/mth

income distribution Annual, 30 June

Applications/redemption Weekly

unit Price summAry

date 30 June 2015

Buy Price  $1.5281

redemption Price $1.5159

mid Price $1.5220

Portfolio value $65.0

comPArison of $10,000 invested in AustrAliAn 
shAres fund vs Asx All ordinAries Accum index

 Forager Australian Shares  ASX All ORDS Accum

AUSTRALIAN SHARES FUND
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Performance fee
10% of the amount by which Fund 
performance exceeds 8% per annum 
before the deduction of any fees, 
costs, expenses or taxes.

$5,000

$10,000

$15,000

$20,000

$25,000

I
Jun 15

I
Jun 14

I
Jun 13

I
Jun 12

I
Jun 11

I
Jun 10

Australian Shares Fund ASX All Ords. Index
Source: S&P Capital IQ



oBJective
The Forager International Shares Fund has a very broad 
mandate; to invest in any listed security in the world. This 
means that if a security is investable, the Fund is able to own 
it. In practice, the Fund will predominantly invest in developed 
countries with stable political environments including the US, 
Canada, United Kingdom, Western Europe, Hong Kong, Japan 
and South Korea.
Our aim is to provide the best risk adjusted returns available 
from the world’s stockmarkets. 

construction
There are no hard and fast rules but, when fully invested,  
we will likely hold 20–40 stocks in the portfolio and seek  
to minimise exposure to any one country or identifiable risk.
Our expertise is in finding cheap stocks, not speculating on 
currency movements. Consequently, we don’t try to generate 
excess returns from currency trading.
To allow us to concentrate on finding the best value stocks,  
we use hedging to adjust the underlying portfolio currency 
exposure to approximate the currency exposure of the MSCI All 
Country World Investable Markets Index (“MSCI ACWI IMI”).
This means if we invest 30% of the portfolio in the UK because 
that’s where we find the best value stocks, we don’t need  
to expose 30% of the portfolio to the Pound. Since the Pound 
represents only 10% of the MSCI ACWI IMI, we would hedge 
the portfolio’s exposure to the Pound from 30% down to 10%. 
Please note we hedge to the MSCI ACWI IMI, not to Australian 
currency, so the fund is exposed to foreign currency movements.
You should read the PDS before making any decision to invest.

fees

entry fees
Nil
exit fee
Nil
management fee
1.4% per annum
recoverable expenses
0.15% per annum

toP 5 holdings

stock description Weighting

American International Diversified property, casualty 5.9% 
Group and life insurance

Lloyds Banking Group UK based bank  5.1%

The Madison Square  Sports, entertainment  5.0% 
Garden Company and media

American Express Co Credit card networks  4.5% 
 and lending

Kapsch Trafficcom AG Toll Road Telematics 4.3%

PerformAnce

forager international shares fund Performance summary 
(as at 30 June  2015)

1 month 
return

1 year 
return

2 year 
return

Since 
inception 
Annualised

Since 
inception 
Cumulative

International 
Shares Fund –2.17% 14.06% 17.25% 21.01% p.a 57.71%

MSCI ACWI 
IMI –2.62% 23.79% 21.69% 21.69% p.a 69.15%

value Added 0.45% –9.74% –4.45% –4.45% p.a –11.44%

fActs

fund commenced 8 Feb 2013

minimum investment $20,000

monthly investment Min. $200/mth

income distribution Annual, 30 June

Applications/redemption Weekly

unit Price summAry

date 30 June 2015

Buy Price  $1.5048

redemption Price $1.4928

mid Price $1.4988

Portfolio value $79.9m

comPArison of $10,000 invested in 
internAtionAl shAres fund vs msci AcWi imi

 International Shares Fund  MSCI ACWI IMI

INTERNATIONAL SHARES FUND
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Performance fee
No performance fee. 

$8,000

$10,000
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$14,000
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International Shares Fund MSCI ACWI IMI
Source: S&P Capital IQ
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