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Performance summary (% before fees and expenses)

Inception” pa

1 mth 3 mths 6 mths 1yr 2 yrs pa 3yrs pa 5 yrs pa (Jul 97)
Fund (%) 0.40 3.92 -3.51 -2.64 -3.15 -3.03 -5.95 2.03
Benchmark* (%) 0.21 2.00 -6.15 -5.34 -3.70 -2.58 -7.53 043
Relative performance (%) 0.20 1.92 2.64 2.69 0.55 -0.45 1.58 1.60
Tracking error (%) - - 2.61 2.65 2.80 3.25 474
Information ratio (x) - - 1.0 0.2 -0.2 0.5 0.3

~ The current portfolio manager was appointed in April 2006 and the current investment process was implemented in September 2006.
* The benchmark from inception was the MSCI All Countries World Free Index (AUD), from 1 July 2006 the MSCI World (ex Australia) in AUD Net.

Review

- Global equity markets were flat in December as investors remained
uncertain about the outlook for the global economy in 2012.

- The MSCI World ex-Australia Index rose by 0.2% in Australian dollar
terms.

- Defensive sectors such as Consumer Staples and Health Care
outperformed, while the more cyclical Information Technology and
Materials lagged.

Performance

- Performance was boosted by Wells Fargo (US: Financials) as US stress
test results which are due out shortly should give the green light to
strong banks like Wells to pay dividends and make share buy-backs.

- Pfizer (US: Health Care) outperformed as the FDA approved Prevnar 13
(pneumonia) & the advisory committee made a positive
recommendation on Axitinib.

- On the negative side, Oracle (US: Information Technology) lagged as a
weak earnings report raised market concerns on sales execution.

- Apache Corp (US: Energy) underperformed on concerns about the
Egyptian elections (Apache has assets in Egypt).

Activity

- During the month we bought Baxter International (US: Health Care) as
we are attracted by its strong position in blood plasma and good
pipeline of new products.

- We also bought Arthur J Gallagher (US: Financials), a US insurance
broker specialising in the fragmented SME market which should benefit
from rising premia.

- We sold Novartis (Switzerland: Health Care) as it was displaced by
Baxter.

- We also sold Mitsubishi UFJ Financial (Japan: Financials) as it was
replaced by a better idea.

Outlook

- The eurozone crisis is likely to continue to weigh on markets until

politicians tackle the problems head-on.

On the positive side, the US economy is showing signs of improvement

and a new policy easing cycle has begun in some countries.

- In our conversations with companies, prospects continue to appear
better than the macro concerns are indicating.

- No matter what the macro context, we will continue to look for the
winners at the corporate level - companies with strong competitive
dynamics.

Key facts as at 31 December 2011

Fund size (A$ m) 1,030
Number of holdings 62
Target alpha 300 bps
Inception July 1997
Fund manager Habib Subjally
Benchmark* MSCI World (ex Australia) Net Index

Buy/sell spread 0.25% [ 0.25%

Tracking error (1 year) 2.6%
Tracking error target (pa) 3-6%
Information ratio (1 year) 1.0

* The benchmark from inception was the MSCI All Countries World Free Index
(AUD), from 1 July 2006 the MSCI World (ex Australia) in AUD Net.

Top 10 holdings as at 31 December 2011

Wells Fargo and Company 3.08%
British American Tobacco (Swiss Held) 2.85%
Roche Holding Group 2.76%
Pfizer Incorporated 2.68%
Pepsico Incorporated 2.65%
Google Inc - Class A 2.63%
Royal Dutch Shell Plc-B Shs 2.63%
Groupe Danone 2.63%
Kansas City Southern 2.62%
Apple Inc 2.62%
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Portfolio sector exposure Portfolio regional exposure

m Financials 17.81%

u Information Tech 12.32%
Industrials 11.89%

mEnergy 11.6%

m North America 54.13%

= Europe Ex-UK 19.21%

m Consumer Disc. 11.2%
Healthcare 10.69%
m Consumer Staples 10.6%
= Materials 6.65%
Utilities 3.93%
mTelecoms 3.3%
m Other 0%

United Kindom 16.97%
m Asia Ex-Japan 4.48%
mJapan 3.6%

Other 1.61%

Excess returns relative to benchmark (gross returns in AS)
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Investment objective
The Fund’s investment objective is to provide long-term capital growth Notional universe Initial screening )
by investing in a diversified portfolio of shares around the world. This is a 36,000 ggﬂﬂ'tyszf;i”_ n%Séth;"gize IS p—
best ideas fund that aims to outperform the MSCl World (ex Australia) v P aing
Index with a concentrated portfolio of about 70 stocks. The Fund Investable Research prioritisation
Manager uses screening techniques and rigorous fundamental analysis to companies Exclude stocks with unattractive characteristics
identify stocks which it believes are mispriced and have a potential 3,000
catalyst to close the valuation gap. As stockpickers, style and other Researchable Monthly research schedule
biases are minimised in order to concentrate the risk budget at the stock companies Decide on focus list using judgement, sector knowledge and portfolio
specific level. 600 considerations
1 . Fundamental evaluation
Investment management capability Monthly focus list Conduct fundamental evaluation on focus list including management,

The Fund is managed by a team of experienced sector specialist AT earnings balance sheet, valuation, company visits

investors led by Habib Subjally, Head of Global Equities. This seasoned :
team is based in London and contains more than 150 years of combined Warehouse :lto;k Ea't:'rl‘gt .y
investment experience. It has been built by Habib who joined Colonial 300 [ (A, 4
First State Global Asset Management in April 2006. Habib was previously . .
Head of Small & Mid Cap Research at Credit Suisse and Head of Global Portfolio Portfolio construction

Equities at Invesco Asset Management. 40-100 ltes pestes), Cltoiielnls; SeEliewnls
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