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KEELEY Alternative Value Fund

Fund Commentary — 4th Quarter 2011

In the fourth calendar quarter of 2011, the KEELEY Alter-
native Value Fund (KALVX) increased 0.83 percent com-
pared to a 15.45 percent rise for the Russell 2500 Value
Index and a 11.82 percent increase for the S&P 500 In-
dex. For the full year 2011, the portfolio fell 10.24 percent
compared to a 3.36 percent decline for the Russell 2500
Value Index and an increase of 2.11 percent for the S&P
500. Despite a year that ended with the S&P 500 Index
relatively flat, volatility was extremely high, and the equity
markets faced a number of unprecedented events that
shook investor confidence. During the periods of severe
volatility, investors flocked toward safety, and predicta-
bly, the best performing sectors in the Russell 2500
Value Index were defensive areas such as utilities,
health care, and consumer staples. These three sectors
were the only sectors that ended the year in positive ter-
ritory. The Alternative Value Fund was impacted by the
long-side of the portfolio’s overweight position in the in-
dustrial sector and an underweight position in the utilities
sector, which increased over 17 percent in 2011. Sub-
advisor Broadmark Asset Management successfully
hedged a significant portion of the weakness of the long-
side of the portfolio during the third quarter. However, the
portfolio remained hedged early in the fourth quarter,
which dampened a percentage of the portfolio’s upside
during a strong rally in October.

On the hedged side of the portfolio, equity market valua-
tions continue to be compelling in a low interest rate en-
vironment. Corporate earnings have remained strong
and investor sentiment is only slightly improved from
extremely low levels. Investor sentiment is a key compo-
nent of our investment process and our data suggests
many investors remain risk averse with respect to equi-
ties, setting up a potentially strong market advance. With
that said, a number of risks remain with respect to a
global economic recovery. We are encouraged by
Europe’s efforts to shore up liquidity challenges in their
banking sector, and we expect the additional liquidity will
offer more time for the region to address long-term sol-
vency issues and plans to spur economic growth.

We recognize that many of the hurdles that troubled
the markets in 2011 remain as potential catalysts for
increased volatility in the year ahead. Although Europe
was successful in addressing desperately needed
short-term liquidity concerns, a more comprehensive
long-term solution to the regions solvency issues will
be necessary to tame market uncertainty and prevent
continued disruptive volatility. These macroeconomic
fears abroad and also concerns that the U.S. was en-
tering another recession contained price appreciation
in a number of our stocks where the fundamentals
improved markedly in 2011. Fortunately, the U.S.
economy and especially the U.S. consumer has re-
mained impressively resilient through a challenging
employment and housing landscape, and corporate
earnings ended the year at record levels. Due to fun-
damental progress of numerous companies over the
past few years, many corporate balance sheets are
flush with cash. Consequently, we expected more
Merger and Acquisition (M&A) activity in 2011 as we
view this as less risky method for companies to expand
their businesses. As business leaders regain confi-
dence in the economy, we view M&A as a natural
growth strategy and anticipate an acceleration in M&A
activity involving our companies in 2012 and beyond.

Lastly, activity in our primary investment theme, corpo-
rate spin-offs, materialized nicely in 2011 after below
average years in 2009 and 2010. We participated in a
number of recent spin-offs over the past six months,
and expect the momentum to continue in 2012. The
combination of fundamental improvement in our portfo-
lio holdings along with potential changes in the political
and economic landscapes in the near future enhances
our enthusiasm for the coming year. Despite our opti-
mism, we are also confident that due to the challenges
that remain with respect to a long-term solution to
global imbalances, volatility will most likely persist for
quite some time. We believe Broadmark’s ability to
hedge the long-side of the portfolio will continue to
offer an attractive buffer of protection in this sort of
environment. Thank you for your support of the Alter-
native Value Fund.
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*The Fund'’s Inception date
is April 1, 2010.

**The Fund'’s Adviser,
Keeley Asset Management
Corp., has contractually
agreed to waive a portion of
its fee or reimburse the
Fund to the extent that total
operating expenses during
the current fiscal year ex-
ceed 1.39%. The waiver for
the Alternative Value Fund
is in effect through April 1,
2012.

Prior to investing, investors
should carefully consider
the Fund’s investment
objective, risks and
charges and expenses
contained in the prospec-
tus. Risks of investing in
the Fund include the risks
of investing in small and
medium-sized company
stocks, put and call op-
tions, futures, short selling,
ETFs and ETNs.

To obtain an additional
prospectus, which contains
that information and other
information about the Fund,
please call us at
800.533.5344 or visit
www.keeleyfunds.com.
Please read the prospectus
carefully before you invest
or send money.
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AVERAGE ANNUAL TOTAL RETURNS (as of 12/31/2011)

KALVX KALVX S&P 500 Index Russell 2500 Value
No Load Load

1 Year -10.24% -14.28% 211% -3.36%

Since Inception* -4.37% -6.84% 5.96% 5.04%

Expense Ratio (Unsubsidized) 2.34%

Expense Ratio (Subsidized**) 1.89%

Stocks of smaller cap companies tend to be more volatile and less liquid than those of large cap companies.

Performance attribution is commonly used to measure the quality of the separate decisions that go into the management
of an investment portfolio compared to a benchmark index. This analysis tries to isolate the effect and measure the return
contribution of market allocation, which analyzes the positive/negative impact of a portfolio’s allocation to groupings such
as geographic regions or market sectors, and stock selection, which analyzes the positive/negative impact of the portfolio
manager's security ownership and weighting decisions within a wider grouping. The performance attribution data in this
quarterly commentary was prepared by Keeley Asset Management Corp. ("KAMCQO") using the following constraints: (1)
Fund portfolio holdings are as of the beginning of each day; index constituents are as of the end of the day. That means
that the Fund's holdings are not included until the day after acquisition (when it is included in the portfolio as of the begin-
ning of the next business day), and a portfolio holding that is sold is included in the analysis through the end of the day on
which it is sold, and that the values at which securities are included in the analysis are the values as of the beginning of
the day. For the index, securities are included at their values at the end of the day. (2) The securities values used in the
analysis are the prices used by KAMCO in its internal records for the Fund and the prices used by the index provider for
the benchmark index. If a price from either of those sources is unavailable, pricing information from FactSet is used. Pric-
ing information from the index provider or from FactSet may differ from the pricing information used by KAMCO. (3) For
the purpose of assigning portfolio security holdings to a particular sector and/or industry, KAMCO assigns the securities in
accordance with the sector and industry classifications of the Global Industry Classification Standard (GICS) developed
by MSCI and Standard and Poor's (to the extent available) as a primary source and FactSet (to the extent available) as a
secondary source for this information. In the event KAMCO securities information vendors do not classify a security's is-
suer to a particular sector or industry or if the published classification appears to be incorrect, KAMCO may classify the
security's issuer according to its own judgment, using other securities information vendors, the company description and
other publicly available information about the company's peer group. Sector and/or industry classifications may change
over time. The attribution information provided in this commentary includes summaries of attribution by market sector.
Attribution is not precise and should be considered to be an approximation of the relative contribution of each of the sec-
tors considered. The information on performance by sector reflects the aggregated gross return of the Fund's securities.
Contributions to the Fund's performance by sector (computed as described above) were compared against the contribu-
tions to the aggregate return of the stocks comprising the index, by sector, as reported by FactSet Databases.

GICS was developed by and is the exclusive property and a service mark of MSCI Inc. ("MSCI") and Standard & Poor's, a
division of The McGraw-Hill Companies, Inc. ("S&P") and is licensed for use by KAMCO. Neither MSCI, S&P nor any third
party involved in making or compiling the GICS or any GICS classifications makes any express or implied warranties or
representations with respect to such standard or classification (or the results to be obtained by the use thereof), and all
such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability and fitness
for a particular purpose with respect to any of such standard or classification. Without limiting any of the foregoing, in no
event shall MSCI, S&P, any of their affiliates or any third party involved in making or compiling the GICS or any GICS
classifications have any liability for any direct, indirect, special, punitive, consequential or any other damages (including
lost profits) even if notified of the possibility of such damages.

Data provided for performance attribution are estimates based on unaudited portfolio results. Performance contributors
and detractors were not realized gains or losses for the Fund during the quarter. The S&P 500 Index is designed to act as
a barometer for the overall U.S. stock market. The index is unmanaged, consisting of 500 stocks that are chosen on the
basis of market size, liquidity, and industry grouping. The S&P 500 is a market value weighted index with each stock’s
weight in the index proportionate to its market value. The Russell 2500 Value Index is an unmanaged index that measures
the performance of those Russell 2500 companies with lower price-to-book ratios and lower forecasted growth rates. The
Index figures do not reflect any deduction for fees, expenses or taxes, and are not available for direct investment. Securi-
ties in the Fund may not match those in the indexes and performance of the Fund will differ. The KEELEY All Cap Value
Fund, KEELEY Mid Cap Value Fund, KEELEY Small-Mid Cap Value Fund, KEELEY Small Cap Value Fund, KEELEY
Small Cap Dividend Value Fund, KEELEY Mid Cap Dividend Value Fund, and KEELEY Alternative Value Fund are dis-
tributed by Keeley Investment Corp.

The top ten long holdings of KALVX as of December 31, 2011 include Wyndham Worldwide Corp. (1.18%), A.O. Smith
(1.17%), The Madison Square Garden Co. (1.15%), Ralcorp Holdings, Inc. (1.15%), Trinity Industries, Inc. (1.14%),
Wright Express Corp. (1.14%), Greenbrier Companies, Inc. (1.14%), Twin Disc, Inc. (1.14%), Boston Private Financial
Holdings, Inc. (1.14%) and Magnum Hunter Resources Corp. (1.13%).



