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Our 15 years

Figure 1: LTIF Classic EUR Table 1 and figures 1 through 4 show the evolution of our funds’ Net
vs. MSCI Daily TR Net World Index EUR Asset Value during the last quarter. It's clearly a positive development,
but — as our citation above indicates — it’s important not to lose the
long-term view in all things investment. This year marks the 15™ year of
our Classic fund, which makes it a good time to reflect on what we have
achieved and, importantly, learned, during this time.
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Table 1: Net Asset Value - Net assets under management of our funds
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Figure 2: LTIF Stability A Cap EUR LTIF Stability A Cap [EUR] 187.88 10.8% 15.7% 7.3% 170*
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Our initial idea was to invest in companies as though we were buying

them to keep them as owners. This means we concentrate on their future
as a business, not on their share price expected evolution. The reason for

50 b this is simple: We have an understanding of how businesses evolve, but
Aug 05 Aug 08 Aug 11 Aug 14 . . . .

we have no idea of what markets will do in the short, or even medium,

Figure 3: LTIF Natural Resources EUR term. And the only thing we know about them in the long term is that

vs. S&P Global Nat. Res. Net TR Index EUR share prices follow business performance. Consequently, if we deal with

the business performance of the companies we buy, the shares will take
care of themselves.
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This idea has not changed at all. In fact, after experiencing the most
volatile period in the markets in three generations, we are even more
convinced that this is a good investment strategy.
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We have learned to appreciate risk; not the risk that shares will go down
. ‘ ‘ ‘ at some point — this is not a risk, it’s a certainty. We regard risk as the
Feb05  Feb08  Feb1l  Feb14 probability that our assessment of future profitability may be wrong and
the degree to which our assessment may be wrong. Some businesses are
very stable, with the best companies achieving highly predictable returns.
One of our latest purchases, Viscofan — a company based in Spain selling
“casings” for sausages, i.e. the “skin” that wraps them — is an example of
such a stable company. Viscofan sells different types of casing in essen-
tially all countries. It operates worldwide, and has a 15% market share in
this business (30% in “industrial” casings), which means that more than
one sausage in seven consumed worldwide uses their product. No other
company comes close to equaling this.
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Figure 4: LTIF Stability Growth TR CHF
vs. HFRX Global Hedge Fund Index
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By its very nature, the business is stable. There are no big changes in con-
sumer taste to provoke a sharp increase or decrease in sausage consump-
tion; the market grows gently in terms of populations, with poorer con-
sumers being introduced to more industrialized meat products. At the
same time, sausage producers need to buy their casings from a dependa-
ble source, as a problem with casings could ruin their sausage production.
All this makes the sales, margins, and profits highly predictable. In addi-
tion, Viscofan has no debt to amplify its profitability (or lack thereof),
which makes it a business in which the question is whether long-term
growth will be 5% (as the company predicts), or somewhat less. It won't
be much more, nor much less (who would eat all those extra sausages,
who would make the casings?).

Compare this to EnQuest plc, another addition we made to our portfolio
this year. EnQuest is a UK-based junior oil explorer and producer whose
operations are concentrated in the UK North Sea (where it is the largest
independent oil producer), but also has a few ventures in Malaysia, Tuni-
sia, and Norway. At the end of 2016, it had a market capitalization of 600
million pounds.

As you would expect, the last two years’ sharp drop in the oil price has
been tough on the company: It made profits per share of 41 cents in
2012, but lost 59 cents in 2015 (it was back to profit in 2016 +10 cents).
During this time, it has had to invest in its new oil fields and, due to the
lack of internal cash flow, its debt had increased. It would have been a
perfect bankruptcy candidate if the oil price had remained low.

But the oil price has turned around, and the company has been able to
refinance its operations. According to the current plans, the profits per
share in 2018 should be 30 cents. Nevertheless, the share is trading at 60
cents, i.e., PE< 2.

We have a strong view of the oil price and of the quality of the company's
operations. Having secured financing, the company only needs to com-
plete its ongoing projects (not find new oil) and the oil price needs to stay
around $60 per barrel for it to provide a fantastic return. If things work
out as we expect, we could easily multiply our investment several times
(the shares are up 84% since we bought them). The key variables for this
to happen are not random: We have a good understanding of the supply
and demand dynamics in the oil industry, and we understand the type of
projects on which the company is working. We therefore believe that the
expected profits will indeed arrive.

Obviously, we don’t expect these profits with the same certitude that we
expect Viscofan to keep growing its business at a low to mid single-digit
clip. The uncertainty is higher in the case of EnQuest, but we are pretty
sure we will multiply our investment in less than a few years. Even if a
project works less well than expected, the company is not just dependent
on this, as it has several: There is room for error without killing the in-
vestment.
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And this includes the last important part of our value investing strategy:
the margin of error concept. We don’t really know what is going to hap-
pen, and therefore have to invest in companies that will turn out to be
decent investments even if things work out less well than expected. This
margin of error applies to the whole portfolio. If our portfolio only com-
prised companies like EnQuest, we would have fantastic returns if we
were right — and horrible losses if anything went wrong. Will the oil price
stay relatively high? We are convinced it will. Could we be wrong, even in
terms of just one or two years? Unlikely, but we could.

We therefore try to create a portfolio with different kinds of investment
risks, but one in which all stocks should give us very good returns adjust-
ed for risk. The more uncertainty, the bigger the return we demand and
the bigger the margin of safety. We must be okay, even if things are not.
In reality, judging this risk and this margin of safety is our value added:
Anybody can take a look at Viscofan’s and EnQuest’s expected profits.
The key question is how much credibility one gives their expected profit.
This requires insight into the industry and into the company.

To summarize, our strategic investment approach (our brand of value in-
vestment) is based on understanding a given company’s deep fundamen-
tals, and buying its stock when we believe the future profits will provide
an excellent return if we are right — and a decent one if we are wrong.
Over time, it’s the quality of our strategic analysis that determines our in-
vestments’ profitability.

But how can the investor gauge how well these investments are doing?
The simple measure is the fund’s “performance.” But the “performance”
just measures the changes in stock prices, not how well the companies
are doing. We know that, over the long term, these two things go togeth-
er, but how do we know how the investments are doing at this moment?
The share price is probably the worst indicator: You may end up thinking
you should be buying everything that’s gone up a lot and selling what is
down. This is not a recipe for success. How then do fund investors know
whether they are “making money”?

Take a look at figure 5. It shows the annual “profit” of an investment of
$100 in the S&P index in 1960. The number you see is how much more
(or less) that investment was “worth” (i.e. its market price) at the end of
each year compared to the beginning of the year. This is how most inves-
tors measure “making money” in a year: How much higher is my fund’s
price than it was?
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Figure 5: Notional capital gains and losses in the S&P 500 Index

S&P 500 YoY absolute gain/loss in USD
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Source: SIA Group / Bloomberg

As you can see, this business of investing in stocks seems pretty terrifying
even if we invest in a very broad index that is less volatile than most ac-
tual funds. What do you do with a “business” that earns USD 27 one year,
just to lose USD 35 the following year with an initial investment of USD
100? And there is nothing you can do about it! You may, of course, try to
guess what the fund is going to do every year before this happens, but we
all know how this market timing strategy works — it simply doesn’t.

But let’s again reflect on the question: How do investors know if they are
doing well or not? If investors invest in companies, they simply look at the
company’s profitability. If they invest in the company’s shares, they look
at what the shares are doing. We know that this is the wrong attitude.
Now look at figure 6.

Figure 6: Dividends of the S&P 500 Index

S&P 500 Index, Dividend per share in USD
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Source: SIA Group / Bloomberg
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These are the dividends paid (real cash in the investors’ pockets) by the
S&P companies. It’s in fact the same investment as the previous figure,
but it certainly looks much safer. You never lose money (you receive cash
every year), and the amount of cash grows gently over time. This is a far,
far better indication of the investment’s long-term performance. Over a
number of years, the two measures coincide, but the “signal” given by
the second chart is much more stable.

We publish figure 7 to allow our investors to follow their investment in
our funds.

Figure 7: See through
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This is the real “performance” of our portfolio, not what the share prices
indicate. The latter change every day, and may be the fruit of excessive
optimism or undue pessimism. The profits are the “anchor” to which
share prices always revert.
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Comments on our funds

We see that performance of the company called “LTIF Classic” was pretty
good in 2016: the profits, dividends, and book value are all up and at a
reasonable amount. The “performance” as shown in table 1 seems to be
20%, but don’t deceive yourself: Your company made 18.1% more profits
than last year. Whether somebody is now ready to pay far more for those
profits is not of great interest, particularly if you don’t plan to sell. We
hope, however, to increase our profits by more than 10% per year; hence,
our shares will go up by more than 10% per year on average once the pe-
riods of optimism and pessimism cancel each other out.

From the profits point of view, 2016 was an overall good year with two
major exceptions: our salmon farmers did better than expected, and the
oil-related companies did very badly, in both cases for obvious reasons
(too few salmon, too much oil). In the year ahead, we expect the salmon
producers’ profits to stabilize (they shouldn’t go down) and a big im-
provement in all oil-related companies’ profits, whether they are produc-
ers or services providers. All in all, 2017 should be a good year for our
companies.

From share prices’ point of view, 2016 was mostly absurd. It started with
a huge drop in all the markets (the worst start ever to a year). In this fan-
tastic situation, the markets reacted directly to the price of oil, which
dropped due to excessive supply, but had nothing to do with the profita-
bility of the rest of the businesses (in fact, a lower oil price is better for
most). Thereafter, the market decided that oil didn’t matter after all, and
share prices and oil prices decoupled. Next, Brexit caused a big drop, af-
ter which the market recovered quickly. This was followed by the surprise
US election result. Almost everybody had assumed that Ms. Clinton
would win, and that the markets would take a hit if Mr. Trump won. Well,
she didn’t and they didn’t. All we can say is that nobody knows what will
happen, and that our companies will nevertheless do pretty well in any
case.

During 2016 we bought Pandora (discussed in the previous Newsletter),
Glencore, which we discuss briefly below, EnQuest and Premier Qil, an-
other UK junior oil producer, for the same reasons as we bought EnQuest,
and Viscofdn, discussed above. It’s interesting to see how value investing
works. We first bought Viscofan at EUR 26 in 2011. Everything worked
out as expected, and the share price went up, so much so that we finally
saw more value elsewhere and sold at EUR 39 in 2013. As tends to hap-
pen, the share price kept going up to reach clearly overvalued levels. Fig-
ure 8 shows Viscofan PE and the share price during the last few years. As
you can see, most of the share appreciation is the result of the PE going
up, which means the profits are stable, but investors are prepared to pay
ever more for those profits.
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Figure 8: 11 years of Viscofan PE
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Once a share like that of Viscofan reaches a PE of 30, it’s an accident wait-
ing to happen: The moment a quarterly result is less than outstanding,
the PE will drop. And no honest business constantly has outstanding
quarterly results.

When the growth was lower than expected, the market simply sold off
the shares. But the business is as good as it used to be, if not better. We
therefore bought again at what we think, as discussed above, is a very at-
tractive price for this quality business.

During the year, we sold McDonald’s, Pepsi, Cummins Engines, and
Lundin Minerals. In all the cases, we could have kept the stocks, but the
prices went up and we saw more value elsewhere. We also sold Petrobras
at a slight loss. The stock dropped a lot since we had bought it, but it had
recovered most of its value, and we saw a better upside in the mentioned
junior oil companies.
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Figure 9 shows the portfolio composition of the LTIF Classic fund by our
SIA sector classification and by countries.

Figure 9: LTIF Classic breakdown by sector and countries
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As mentioned, our Natural Resources fund experienced a recovery year.
The salmon farmers did extremely well (some of the shares multiplied by
3), but so did many miners and oil producers (Teck Resources, a Canadian
miner, saw its shares multiply by 5). We added a bit to these two catego-
ries during the year when we were confident that the price of oil, nickel,
and copper were reaching cyclical lows. It's impossible to predict what
exactly prices will do within one or two quarters, but all these commodi-
ties will be scarce during the next year or so, which the market is antici-
pating. In this vein, we took a position in Glencore. This is one of the
world’s largest mining companies. Unlike most of its peers, the major
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shareholders are still the managers, so there is a good alighment with
outside investors. The company started like as a trading operation, and is
still one of the world’s largest commodity traders. This gives them, in ad-
dition to a very stable stream of profits, an unsurpassed view on com-
modity markets, which they use when making investment decisions. They
are very strong in copper, nickel, and cobalt, some commodities we think
will do very well over the next few years.

We expect very good returns this year, too. Natural resources cycles are
long on the way down (most commodities peaked in January 2011), but
also on the way up, because increasing production takes a long time
when there has been no investment. This has been the case during the
last two or three years.

Distribution shares

We have introduced a new share class in the Classic fund, that will pay
dividends. We plan to pay 4% in the first year, growing by 4-5% per year.
If we manage this, we’ll provide a very attractive and stable return for
those investors looking for a steady income.

Stability Fund

Finally, our Stability fund has had a very good year. The average return of
the long/short equity funds in EUR was 3.1% in 2016, whereas the Stabil-
ity went up by 15.7%. We think we have a good strategy and the fund,
while slightly less profitable than the Classic fund in periods during which
the markets go up, should do much better when the markets go down.
We have opened a few short positions, mostly in companies we believe
are in very weak strategic situations. We don’t expect them to collapse,
but we don’t expect the shares to go anywhere. Some of these businesses
are Swiss commercial real estate (it’s estimated that there are 3.5 million
square meters of empty office space in Switzerland, a country of 8 million
people), legacy airlines (that can’t compete with the low cost carriers at
all), and some mining and energy companies which we believe are clearly
overvalued vis a vis the sector. On the whole, we have a portfolio that
should capture most of the upside of our Classic fund with an “insurance”
if the markets were to drop seriously.

Perspectives for 2017

At this point, we are not going to repeat what everybody is saying: The
new US Administration should be good for business, interest rates should
finally start increasing, etc. You all know these speculations. We simply
concentrate on our companies and are truly convinced that we are going
to have a good year with profits and dividends showing a very healthy
growth.
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There is no big news for SIA. 2016 saw a turnaround in investor interest,
and our funds finished the year with more assets than they had started.
We have established solid partnerships with a number of important in-
vestors and expect 2017 to be very fruitful for our investments.
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Figures of the USD classes

Table 2: Net Asset Value - Net assets under management in USD

December 30, 2016 NAV
LTIF Classic [USD] 419.23
LTIF Stability A Cap [USD] 183.72

LTIF Natural Resources [USD] 124.73

Figure 10: LTIF Classic USD
vs. MSCI Daily TR Net World Index USD
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Figure 12: LTIF Natural Resources USD
vs. S&P Global Nat. Res. Net TR Index USD
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Figures of the CHF classes
Table 3: Net Asset Value - Net assets under management in CHF

Annualized Return| AUM (in mio)

December 30, 2016 NAV AYTD . . ,
since Inception | *combined Pool
LTIF Classic [CHF] 426.09 9.0% 18.2% 7.4% 182%
LTIF Natural Resources [CHF] 126.77 23.1% 70.1% -1.7% 15
LTIF Stability Growth [CHF] 210.20 87%  10.0% 3.6% 6

(Total return, dividendsincluded)

Figure 14: LTIF Stability Growth TR CHF

Figure 13: LTIF Classic CHF
vs. HFRX Global Hedge Fund Index CHF

vs. MSCI Daily TR Net World Index CHF
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Figure 15: LTIF Natural Resources CHF
vs. S&P Global Nat. Res. Net TR Index CHF
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Figures of the GBP classes
Table 4: Net Asset Value - Net assets under management in GBP

NAV A YTD

December 30, 2016

LTIF Classic [GBP] 339.28 9.3% 38.9% 12.1%

LTIF Natural Resources [GBP] 100.95 23.5% 99.9% 3.3%

Figure 16: LTIF Classic GBP
vs. MSCI Daily TR Net World Index GBP
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Figure 17: LTIF Natural Resources GBP
vs. S&P Global Nat. Res. Net TR Index GBP
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Legal Notice — Luxembourg

Performance up to 31.05.06 is that of the BVI-based LTIF, of which the LTIF Luxembourg is an identical successor. Previous performance is audited by Ernst & Young. Past performance is
neither a guarantee nor a reliable indicator of future results. Performance data does not include the commissions and fees charged at the time of subscribing for or redeeming shares.
This information has been furnished to you upon request and solely for your information and may not be reproduced or redistributed to any other person. It is not intended as an offer or
solicitation with respect to the purchase or sale of shares of the Sicav. Neither the Central Administration Agent nor the Investment Manager assume any liability in the case of
incorrectly reported or incomplete information. Please be aware that investment funds involve investment risks, including the possible loss of the principal amount invested. For a
detailed description of the risks in relation to each share in the investment fund, please see the latest version of the prospectus, simplified prospectus, annual and semi-annual reports,
which may solely be relied upon as the basis for investment decisions; these documents are available on www.s-i-a.ch or from the Central Administration Agent FundPartner Solutions
(Europe) SA, 15A, avenue J.F. Kennedy, L - 1855 Luxembourg. LTIF Classic, Stability A Cap and Natural Resources (previously Global Energy Value) were approved for distribution in and
from Switzerland by the Swiss Financial Market Supervisory Authority (FINMA) according to Art. 19 al. 1 of the Collective Investment Schemes Act, paying agent is Banque Pictet & Cie SA,
Route des Acacias 60, 1211 Geneva 73, Switzerland. Legal representative in Switzerland is FundPartner Solutions (Suisse) SA, Route des Acacias 60, 1211 Geneva 73, Switzerland; notified
to the Austrian Finanzmarktaufsicht according to §36 of the Investment Funds Act; authorised in France by the Autorité des Marchés Financiers (AMF) pursuant to Art. 411-58 of the AMF
General Regulation; authorised by the German Bundesanstalt fiir Finanzdienstleistungsaufsicht (BaFin) according to §132 of the Investment Act; authorised in Italy by the Bank of Italy
and the CONSOB according to Article 42 of Legislative Decree no. 58 of 24 February 1998; registered in the register of foreign collective investment schemes commercialized in Spain by
the Comisién Nacional del Mercado de Valores (CNMV) pursuant to Art. 15 of the Law on Collective Investment Vehicles; recognised in the United Kingdom by the Financial Services
Authority (FSA) as a recognised scheme within the meaning of Section 264 of the Financial Services and Markets Act 2000.

LTIF - Classic GBP

LTIF - Classic EUR

ISIN: LU0244071956
Telekurs: 2'432'569
Bloomberg: LTIFCLA LX

LTIF - Classic EUR-D

ISIN: LU1449969846
Telekurs: 33180°015
Bloomberg: LTIFCLD LX

LTIF — Natural Resources EUR

ISIN: LU0244072335
Telekurs: 2'432'575
Bloomberg: LTIFGEV LX

LTIF - Stability A Cap EUR

ISIN: LU1128810261
Telekurs: 25'840'496
Bloomberg: LTISTAE LX

Central Administration Agent:

FundPartner Solutions (Europe) SA
15 avenue J.F. Kennedy

L-1855 Luxembourg

Grand-Duchy of Luxembourg

LTIF - Classic USD

ISIN: LU0301247077
Telekurs: 3101'820
Bloomberg: LTIFCLU LX

LTIF — Natural Resources USD

ISIN: LU0301247234
Telekurs: 3'101'839
Bloomberg: LTIFGEU LX

LTIF - Stability A Cap USD

ISIN: LU1132799310
Telekurs: 25'906'913
Bloomberg: LTISTAU LX

Investment Manager:

SIA Funds AG
Alpenblickstrasse 25
CH-8853 Lachen
Switzerland

LTIF - Classic CHF

ISIN: LU0301246772
Telekurs: 3101817
Bloomberg: LTIFCLC LX

LTIF — Natural Resources CHF

ISIN: LU0301246939
Telekurs: 3'101'836
Bloomberg: LTIFGEC LX
Custodian:

Pictet & Cie (Europe) SA

15A avenue J.F. Kennedy
L-1855 Luxembourg
Grand-Duchy of Luxembourg

15/16

ISIN: LU0750886714
Telekurs: 18032305
Bloomberg: LTIFCLS LX

LTIF — Natural Resources GBP

ISIN: LU0457696077
Telekurs: 10'638'983
Bloomberg: LTIFGEG LX
Registered Office:

15 avenue J.F. Kennedy
L-1855 Luxembourg
Grand-Duchy of Luxembourg

tel : +41 55617 28 70 fax:+4155617 28 71

SIA Funds AG Alpenblickstrasse 25 8853 Lachen Switzerland

info@s-i-a.ch www.s-i-a.ch
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Legal Notice — Switzerland

Performance up to 30.09.06 is that of the LTIF BVI Fund restated in CHF, of which the LTIF Stability is an identical successor. Previous performance is audited by Ernst & Young. Reports
are available from SIA Group. Past performance is neither a guarantee nor a reliable indicator of future results. Performance data does not include the commissions and fees charged at
the time of subscribing for or redeeming shares. This information has been furnished to you upon request and solely for your information and may not be reproduced or redistributed to
any other person. It is not intended as an offer or solicitation with respect to the purchase or sale of shares of the Sicav. Neither the Fund Management Company nor the Investment
manager assume any liability in the case of incorrectly reported or incomplete information. Please be aware that investment funds involve investment risks, including the possible loss of
the principal amount invested. For a detailed description of the risks in relation to each share in the investment fund, please see the latest version of the prospectus, simplified
prospectus, annual and semi-annual reports, which may solely be relied upon as the basis for investment decisions; these documents are available from the Fund Management Company
FundPartner Solutions (Suisse) SA, Route des Acacias 60, 1211 Geneva 73, or the Investment manager, SIA Funds AG, Alpenblickstrasse 25, CH-8853 Lachen (www.s-i-a.ch).

LTIF - Stability Growth

ISIN: CH0026389202

Telekurs: 2'638'920

Bloomberg: LTIFSTA SW

Administrator: Investment Manager: Custodian:
FundPartner Solutions (Suisse) SA SIA Funds AG Banque Pictet & Cie SA
Route des Acacias 60 Alpenblickstrasse 25 Route des Acacias 60
CH-1211 Geneva 73 CH-8853 Lachen CH-1211 Geneva 73
Switzerland Switzerland Switzerland
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SIA Funds AG Alpenblickstrasse 25 8853 Lachen Switzerland
tel : +41 55617 28 70 fax:+4155617 2871 info@s-i-a.ch www.s-i-a.ch



