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Manager Ausbil Dexia Limited Fund type
APIR code AAP0103AU Specialisation
Fund status Open Peer group
Min. investment 50000

(A%)

S& P rates this fund five stars, reflecting our very high conviction that
the manager will consistently generate risk-adjusted returns in excess of
both its relevant investment objectives and its peers.

Highly regarded by S&P, portfolio manager and CEO, Paul Xiradis
leads a team of experienced Australian-equity anaysts. S& P considers
Mr. Xiradis' team to be one of the strongest in the market, consistently
demonstrating their ability to outperform peers. The strength of the team
is its stable senior group, whose experience and history of working
together is conducive to a successful environment.

Aushil executes a clear investment process, dedicated to identifying
economic sectors that will outperform over the forthcoming business
cycle, and subsequently, stocks within these sectors that will
demonstrate positive earnings revisions as a result. Analysts will
typically cover between three and five economic sectors each,
depending on experience and portfolio or managerial duties.

The fund is broadly style-indifferent over a full business cycle, but
will exhibit value or growth tilts. A key differentiating factor is the
team's blended top-down and bottom-up investment process, which
begins with reviewing the global macro environment.

The fund operates under a boutique structure, with ownership split
between Ausbil’s senior members and Dexia Asset Management. A
competitive remuneration structure keeps analysts and investors
interests inline and the ability for senior members to gain equity should
assist with stability.

The fund operates a portfolio of between 30 to 40 stocks with
traditionally 90% of the portfolio in the S& P/ASX 100. The fund’s top
ten holdings represent more than half the portfolio, with active weights
taken on high conviction stocks.

Aushil is not immune from capacity issues and subsequently closed
the fund to any new institutional investors. S& P believes that thisis a
quality Australian-share product which is well placed to outperform its
peers.

The fund holds a portfolio of 30 to 40 stocks with the aim of
outperforming the S& P/ASX 300 Accumulation Index by 3% over
rolling three-year periods. The manager keeps tracking error below 5%,
with its typica range being 2.8%-3.2%. The fund's turnover for 12
months to 30 April, 2008 has been low--40.5%. Traditionally around
90% of the portfolio is positioned within the S&P/ASX100. The
management expense ratio is (MER) .90%, which is inline with the peer
group median.
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MER (% pa) 0.9

Fund Objectives

S&P/ASX 300 Accumulation
Index

3% above S&P/ASX 300 Accum
over roll 3 yr pds

Max 5%

Benchmark
Target return (% p.a.)

Target tracking error

Ausbil Dexia Ltd. (Aushil) is an active Australian-equity manager that
employs a mixture of both a top-down and bottom-up investment
process. The portfolio istilted towards sectors and industries that Aushil
believes will experience positive earnings revisions and away from
those that are expected to be negative. Ausbil applies a style-neutral or
core investment process; over time it may exhibit a value or growth tilt,
but it is broadly style-indifferent over a full business cycle. Although the
concentrated portfolio generally holds S&P/ASX 300 index names, it
may invest in stocks outside the index if Aushil believes that it has

adequate market liquidity.

Passive Active

Value Growth

Small Cap Large Cap

Experienced portfolio manager, Paul Xiradis, leads the Australian-
equity team. Mr. Xiradis has over 29 years industry experience,
including a decade with Ausbhil. Mr. Xiradis spends most of his time as
an analyst/portfolio manager, but also performs manageria duties as the
chairman of the investment committee, and as the CEO responsible for
Aushil's Australian operations.

The portfolio-construction/investment-committee team consists of three
analystg/portfolio managers: Mr. Xiradis, John Grace, the director and
Deputy Head of Australian equities; and the associate director of
Australian equities, Adam Dixon. Three full-time equity analysts assist
the portfolio-construction team: one assistant analyst and two
quantitative analysts.

Aushil also has one full-time equity dealer and a portfolio administrator
providing support. Experienced team member John Honan holds the role
of chief economist and head of research. Mr. Honan provides strategic
macroeconomic knowledge and is also responsible for the management,
mentoring, and co-ordination of the equity-analyst team.

Since 2007, three anaysts have left the firm, the most recent being Ben
McGarry in April 2008. Two analysts have consequently been replaced,
with new anaysts possessing six and 11 years industry experience,
respectively. Two junior analysts and an equities dealer also commenced
during 2007, bringing the number of equities team members to 13, with
Aushil currently sourcing a further equities analyst. Although staff
turnover has occurred among analysts, the core team members have a
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long history of working together, and have demonstrated an ability to
produce strong resullts.

Analysts will typically cover between three and five economic sectors
each, depending on his or her experience and whether he or she has
portfolio or managerial responsibilities. The alocation of
responsibilities is sufficient, and allows anaysts to communicate their
ideas effectively and maintain a high level of accountability.

The team remuneration structure consists of a competitive base salary,
plus a bonus that Ausbil bases on benchmark outperformance and other
key criteria. In addition, the key senior members of the team have a
holding in the equity of Ausbil, while other staff are able to participate
in an equity share plan. S&P considers that remuneration structures
packaged in thisway assist to retain staff.

New

Experienced

Small

Large

Unstable Stable

The AAEF operates a mixture of both a top-down and bottom-up
investment process that it designed to construct portfolios that are best-
placed to outperform during the current stage of the market and within
the business cycle.

The four-step process begins with a macroeconomic assessment of the
Australian marketplace, and factors that may influence it over the next
12 months. This analysis is generdly cyclica in nature, athough
positioning the portfolio will take into account more permanent
structural shifts in the market. The team holds a monthly meeting to
discuss the impact of the international and Australian economy on the
Australian-equities market. It uses the conclusions that it draws from
these meetings to form an outlook on consumer activity, profits, growth,
cash levels, and liquidity in the market.

The second stage in the process is to identify economic sectors and
industries that Aushil expects to have upward and downward earnings
revisions during the next 12 months. The sector analysts are responsible
for assigning structural and tactical biases to their sector outlooks. It
gives structural sector biases to sectors that analysts believe have a
strong long-term outlook (greater than 12 months), and will deliver
favourable earnings outcomes over the period. The team's monthly
meeting will determine atactical bias, which compares the relative price
of a sector (as measured by the price/earnings ratios) with historic
averages.

The third stage involves selecting stocks within the favourable sectors
and industries, using first Aushil's proprietary quantitative tool to rank
the S&P/ASX 300 constituents on factors such as return expectation,
earnings momentum, and expected short-term growth. The quantitative
tool, named FERRET (Forecast Earnings Relative Ranking Evaluation
Tool) has three important functions: it's a spur for new stock idess, it
influences sdll disciplines, and is a check for portfolio efficiency
following the portfolio construction stage. The team then conducts
further fundamental analysis to identify companies that display
sustainable earnings, strong operating margins, and free cash flows;
which should enable them to deliver the expected growth. The team also
takes the quality of management, the experience, and the track record
into account when gauging a company. The analysts overlay the
quantitative ranking with their qualitative views on the stock when
awarding a stock a'positive", "neutra”, or "negative" fina rating.

The final stage of the investment process is portfolio construction. The
portfolio-construction team meets monthly to discuss and agree on the
portfolio holdings and weightings. Generally, the higher the expected
return from FERRET, the greater the relative stock weighting in the
portfolio. However, the team gives additional consideration to whether a
stock's inclusion best represents the team's overall strategic views, risk
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profile, stock-liquidity considerations, and investment guidelines. Aushil
will not take positions aggressively, but will take small positions in the
stock until the earnings start to be achieved, then it will move to the
desired position. Asit is a concentrated portfolio, Ausbil will take large
sector positions.

The fund has delivered excellent performance since inception in August
1997. As at 31 March, 2008, five and seven year returns were 3.73%
and 2.15% above benchmark. Returns over the past 12 months and three
years have been simular at .81% and .84%. Despite underperforming the
funds investment target of 3% above the benchmark over rolling three
year periods, performance over this period was above the peer group
median. Three year performance has been above the peer group median.
An overweight position to mining, specificaly BHP and RIO has
attributed positively to the portfolio in the past year, with active weights
to Aristocrat Leisure and Asciano Group the largest detractors.

The highly concentrated nature of the portfolio and the ability to take
significant positions in stocks and sectors enables the manager to gain
strong performance. However investors should be aware, that large
positions away from the benchmark, could also deliver significant
underperformance if stock prices do not move in the direction and
magnitude anticipated by the fund manager.

Performance Measures

Average portfolio turnover (%) 75
Typical number of stocks in portfolio 30-40

Source: Ausbil Dexia Limited.

Top 10 Holdings (at March 31, 2008)

(%)
BHP Billiton Ltd 14.3
Rio Tinto Ltd 7.09
Westpac Banking 7.05
National Australia Bank Ltd 6.36
Commonwealth Bank of Australia 5.01
Cash & Cash Equivalents 3.82
Wesfarmers Ltd 3.51
Lihir Gold Ltd 3.34
Woodside Petroleum Ltd 3.19
Newcrest Mining Ltd 3.1

Source: Ausbil Dexia Limited.

Sector Exposure Versus Fund Benchmark (at April 30, 2008)
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The team conducts risk management using the Goldman Sachs JBWere-
designed portfolio-management tool, which it runs monthly to test
tracking error, key portfolio positions across stock and sector levels, and
to outline further sources of risk.

Portfolio constraints ensure that sector weights in the portfolio for
stocks representing less than 5% of the benchmark are no further than
6% away from the benchmark; and those representing greater than 5%
of the benchmark do not have a portfolio weighting of more than 8%
from the benchmark weight. S& P considers this to be a sound approach
to setting tolerance ranges, as it effectively captures Ausbil's high-
conviction views on the bigger-name stocks.

The portfolio will typically consist of S& P/ASX 300 index constituents;
however, Aushil may invest in non-index stocks if it believes that
liquidity is sufficient. Historically, it sources about 90% of the portfolio
from the S& P/ASX 100. The fund targets tracking error of 5% p.a, a
maximum cash holding of 10%, and turnover of up to 75% p.a. It isalso
useful to note that at April 30, 2008, the top-10 holdings represented
59.02% of the fund's overall assets.

The chair of the investment committee monitors daily trading activity.
The director and associate director of finance sign-off on compliance
quarterly. On a quarterly basis, the external compliance committee sign-
off on all risk controls.

The Corporate Governance Committee meets on a monthly basis to
review compliance reports to ensure that the team has complied with
policy from custodians on the portfolio-management system.

Dexia Asset Management (DexiaAM) is a Belgian-French financia
institution that specialises in public finance. This is a diversified, listed
investment company, which is among the largest 20 fund managers in
Europe. It was founded in 1996 through the merger of Crédit Communal
de Belgique (founded in 1860) and Crédit Local de France (founded in
1987). The Dexia Group was founded as a dual-listed company, but in
1999 the Belgian entity took over the French entity to form one
company.

Sydney-based fund manager Ausbil Dexia Ltd. is ajoint venture owned
by DexiaAM (70%) and the Australian investment and management
team (30%). Senior staff members own equity in the business, making
the internal structure similar to that of boutique managers.

Intervention by the global parent is minimal, but the Dexia Group will
provide backup resources if required for disaster-recovery or business
continuity. Whenever Dexia invests in Austrdia, it relies on the local
office.

Market Share

Since September 2006, Australian Equity funds under management
(FUM) has increased from A$6.5 billion to A$9 billion. S&P notes that
this fund is not immune to the capacity issues prevalent in the Australian
funds-management industry, but acknowledges that Ausbil closely
monitors its capacity and has closed the fund to any new institutional
investors.

Analyst(s): Anthony Karaminas; James Gunn.
Release authorised by: Mark Hoven.
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Fund Rating Peer Groups by Sector

Australian Equities
Large Cap Diversified
Large Cap Income
Large Cap Indexed
Large Cap Industrials
Long Short

Small Cap

Specialist

Australian Fixed Interest
Cash

Cash Enhanced

Fixed Interest

Fixed Interest Income
Mortgages

Mortgages High Yield
Mortgages Conventional
Mortgages High Yield Hybrid
Mortgages Hybrid
Australian Property
Direct Commercial
Direct Development
Direct Diversified Direct

International Equities
Diversified Equities
Emerging Markets
Emerging Markets Asia ex Japan
Emerging Markets China
Emerging Markets India
Large Cap Diversified
Large Cap Income
Large Cap Indexed
Large Cap Industrials
Long Short

Long Short Specialist
Long Short Regional
Regional Japan
Regional UK/Europe
Regional US

Regional Asia

Small Cap

Specialist Healthcare
Specialist Information Technology
Specialist Resources

International Fixed Interest
Diversified Fixed Interest
Diversified Fixed Interest Income
Fixed Interest

Fixed Interest High Yield
Fixed Interest Income
Mortgages

Mortgages High Yield
Mortgages High Yield Hybrid
Mortgages Conventional
Mortgages Hybrid
International Property
Direct Commercial

Direct Development

Direct Diversified Direct
Direct Industrial

Direct Residential

Direct Retail

Direct Rural

Direct Specialised
Diversified Property

Listed

Alternative Assets

Commodities

Multi-Sector

Private Equity Listed

Private Equity Unlisted
Infrastructure Listed

Infrastructure Unlisted

Alternative Strategies

Single Strategy Funds Multimanager

Single Strategy Funds Single Manager

Multi-Strategy Funds Multimanager
Multi-Strategy Funds Single Manager
Multi-sector

Capital Guaranteed

Direct Industrial

Direct Residential

Direct Retail

Direct Rural

Direct Specialised

Diversified Fixed Interest Listed

Fund Rating Philosophy

A star rating is a forward-looking qualitative assessment of a manager’s ability to consistently generate risk-adjusted fund returns (net of
fees) in excess of both its relevant investment objectives and its peers.

Fund Rating Process

In assigning a star rating to a fund, Standard & Poor's evaluates: the size, skill, and stability of the manager's investment team; the clarity,
implementation, and risk management of the investment process; the fund's objectives, fee structure, and portfolio characteristics; and
the manager’s business management.

Fund Rating Definitions

Standard & Poor’s has very high conviction that the manager will consistently generate risk-adjusted fund returns in excess of its relevant
investment objectives and relative to its peers.

Standard & Poor’s has high conviction that the manager will consistently generate risk-adjusted fund returns in excess of its relevant
investment objectives and relative to its peers.

Standard & Poor’s has conviction that the manager will generate risk-adjusted fund returns in-line with its relevant investment objectives
and relative to its peers.

Standard & Poor’s has conviction that the manager will not generate risk-adjusted fund returns in in-line with its relevant investment
objectives and relative to its peers.

Standard & Poor’s has high conviction that the manager will not generate risk-adjusted fund returns in-line with its relevant investment
objectives and relative to its peers.

ON HOLD Issues that may affect the fund's management have emerged; and the fund rating is temporarily suspended, pending clarification.

Significant issues exist that potentially will adversely affect the fund's performance. Investors should consider obtaining advice on
switching or redeeming funds.

SELL

Fund Rating Subscript

The investment process, fund manager, or the fund has a relatively short history, or the analytical team has changed significantly, but a
relevant and demonstrable track record is shown on similar funds.

— NEW —
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Disclaimer: Standard & Poor's Information Services (Australia) Pty Ltd (ABN 17 096 167 556) (Standard & Poor's) rating and other opinions are and must
be construed solely as statements of opinion and not statements of fact or recommendations to purchase, sell or hold any financial product(s).
Conclusions, ratings and opinions are reasonably held at the time of completion but subject to change without notice. Standard & Poor's assumes no
obligation to update any information following publication. No warranty, express or implied, is given or made by Standard & Poor's as to the accuracy,
timeliness, completeness, merchantability or fitness for any particular purpose of any Standard & Poor's rating, opinion or other information and Standard
& Poor's will not be liable to any party in contract or tort (including for negligence) or otherwise for any loss or damage arising as a result of any party
relying on any such rating, opinion or other information (except in so far as statutory liability cannot be excluded). Warning: Past performance is not a
reliable indicator of future performance. Any express or implied Standard & Poor's rating or advice is limited to "General Advice" and based solely on
consideration of the investment merits of the financial product(s) alone. The information has not been prepared for use by retail investors and has been
prepared without taking account of any particular person's financial or investment objectives, financial situation or needs. Before acting on any advice, any
person using the advice should consider its appropriateness having regard to their own or their clients' objectives, financial situation and needs. You
should obtain a Product Disclosure Statement relating to the product and consider the statement before making any decision or recommendation about
whether to acquire the product. Each rating or other opinion must be weighed solely as one factor in any investment decision made by or on behalf of any
adviser and any such adviser must accordingly make their own assessment taking into account an individual's particular circumstances. Disclosure:
Analyst Disclosure: Analyst(s) remuneration is not linked to the rating outcome. The Analyst(s) may hold the financial product(s) referred to in a Standard
& Poor's rating or other research report but Standard & Poor's considers such holdings not to be sufficiently material to compromise the rating or opinion.
Analyst(s) holdings may change at any time. Standard & Poor's Disclosure: In the event of any person subscribing to any rated financial product(s), such
subscriptions may result in a Standard & Poor's client receiving a commission, fee or other benefit or advantage. Details of any such benefits can be
obtained from your financial adviser. Standard & Poor's itself does not receive any commission. Prior to the assignment of any rating, the fund manager or
another Standard & Poor's client agreed to pay Standard & Poor's a fee for the appraisal and rating service rendered. Standard & Poor's assigns ratings
using comprehensive and objective criteria. Standard & Poor's fee is not linked to the rating outcome. Costs incurred during the rating process, including
travel and accommodation expenses, may be paid for by the fund manager or another Standard & Poor's client to enable onsite reviews. Standard &
Poor's does not hold or have a material interest in any rated financial product(s). Standard & Poor's associates may hold rated financial product(s) but
detail of these holdings are not known to the Analyst(s). Standard & Poor's from time-to-time provides fund managers and other clients with investment
data, research software, and other financial planning services. Standard & Poor's is a wholly owned member of The McGraw-Hill Companies, Inc, a New
York Corporation. The analytic services and products provided by Standard & Poor's and its associates are the result of separate activities in order to
preserve the independence and objectivity of each analytic process. Each analytic product or service is based on information received by the analytic
group responsible for such product or service. Standard & Poor's and its associates have established policies and procedures to maintain the
confidentiality of non-public information received during each analytic process. Standard & Poor's holds an Australian Financial Services Licence Number
258896. Please refer to Standard & Poor's Financial Services Guide for more information at www.assirt.com.au. "S&P" and "Standard & Poor's" are
trademarks of The McGraw-Hill Companies, Inc. Copyright 2008 Standard & Poor's Information Services (Australia) Pty Limited. Certain funds data
contained herein may be proprietary to Morningstar, Inc.
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