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prove to be the catalyst for a domestic market re-rating..’

Market Review

Portfolio performance for the month of June 2010 was -3.61% versus the
benchmark return of -2.65%.

Portfolio Characteristics

Returns as at 30 June 2010

’...A reasonable result season and a refocus on the supportive underlying metrics should

Portfolio Out/Under
Period Return% Benchmark'%  Performance%
The Australian equity market closed the month 2.7% lower, which has Gross Net Gross Net
left the market down 10.1% for the calendar year to date, but returning One Month 361 -3.67 -2.65 096  -1.02
a gain of 13.1% for the 2009/10 financial year. The equity market was Three Months 1307 -13.25 1120 187 205
maihly driven by continugd cohcerns over Europ§an sovereign.deb.t, mod- One Year 14.08  13.10 13.05 103 0.05
erating growth expectations in the U§ and China, and the |mp.||cat|ons Three Years p.a S | oo ey e B
for the rate of global recovery. Domestically, the market also continued to :
. . . Five Years p.a 7.25 6.28 4.49 2.75 1.79
deal with the uncertainty around the proposed Resource Super Profits Tax
(RSPT), the potential for a profits tax to be extended to other sectors, and DENE VEEGS o 1285 || 1227 g D B2
a change in the Office of Prime Minister. I WEETT (212 WA || S 620 el 200
Portfolio Review Dncelnception 1180 10.76 7.73 407 303
At a sectoral level, the Portfolio benefited from the overweight positionin ~ Top 10 Stocks
Materials and underweight positions in Industrials and Energy. Conversely, Portfolio% Index' % Tilt%
the uhderwelght poslltlon.ln Telecommunlcgtlons, and overweight posi- BLP Billiton 1694 798 508
tions in Consumer Discretionary and Financials (ex REITs) detracted from
performance. ANZ Bank 8.56 5.31 3.25
Commonwealth Bank 7.00 7.31 -0.30
At a stock level, overweight positions in Coca-Cola Amatil, Amcor, As-  Westpac Bank 6.17 6.13 0.04
ciano and Mirvac Group were the largest positive contributors to relative Rio Tinto 5.72 2.81 2.90
performance. However, the overweight positions in Boral and News Cor- \wesfarmers 507 3.22 1.85
poration and the nil holding in Newcrest Mining detracted from perform-  \ztional Australia Bank 3.93 479 0.85
ance. Newscorp 3.38 0.67 2.71
OU'HOOI( Amcor 2.90 0.75 2.15
Whilst a more subdued growth outcome may be likely, the market has Asdeno 276 046 230
moved to price in a very bearish scenario. Current consensus earn-  Sactor Tilts
|n.gs price the. mar.ket at 19.9 times the FY11 foreca.st —almost a 30% Portiolio% e Tilt%
discount to historical trading norms. The market will undoubtedly re-
peg earnings assumptions in the wake of the forthcoming August re- Energy 2.52 /.26 175
porting season and the risk is for some downward adjustment to this ~ Materials 31.51 25.46 6.05
forecast, which currently rests at +25.3% year on year EPS growth. Industrials 5.28 6.20 -0.92
However with such a large discount embedded in prices valuation sup- Consumer Discretionary 9.18 4.21 4.97
port is likely to emerge and the market should begin to focus on the Consumer Staples 6.96 891 -1.96
level of underlying earnings recovery, rather than the immediate direc- T 0.00 359 359
tion of earnings adjustments. FY12 is still being viewed as a further Financils (x REITS) o i e S i
recovery year with +13.2% built into assumptions and resulting in a
single digit PE of 9.6 times. Aside from the distractions of politics, the REITS 3.16 6.28 31
domestic economy remains very buoyant with strong employment and i ey e 0
GDP data continuing to flow offset by a weak global backdrop which ~  Telecommunications 1.44 3.95 -2.51
has weighed significantly upon domestic market sentiment. A reason- Utilities 0.00 1.38 -1.38
able result season and a refocus on the supportive underlying metrics Cash 1.12 0.00 1.12
should prove to be the catalyst for a domestic market re-rating. Total 100.00 100.00 )
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