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The Australian Securities and Investments Commission (ASIC), over the past weekend and yesterday, 
announced a range of measures in relation to short selling.  These included prohibitions on naked short 
selling and covered short selling for an interim period. 

ASX Approved Market Makers will be exempt from the prohibition on covered short selling.  All changes 
became effective on the commencement of trading on Monday, 22 September 2008.  

The initial prohibition on all forms of short selling lasts for 30 days.  During this time, ASIC may exempt 
certain types of short selling from the prohibition. There are amended net Short Sales reporting 
requirements. The ASX has also issued a Short Selling Fact Sheet which clarifies that the ASIC prohibition 
on short selling does not apply to current holdings.   

The Antares Lodestar Absolute Return Trust - Australian Shares (ALARTAS) uses a variety of investment 
techniques to meet its investment objective.  These include covered short selling. 

The existing short positions in the ALARTAS are not directly impacted as a result of the ASIC 
announcements.  The Fund’s portfolio manager, Lodestar Capital Partners Pty Limited (Lodestar) has 
assessed the likely impact of the ASIC measures and has formed the view that superior absolute return 
generation previously provided from covered short selling may, subject to market conditions, be sourced 
from alternative investment strategies (such as use of the exchange traded option market to purchase put 
options).  Accordingly, it is expected that the Fund’s ability to meet its investment objective should not be 
compromised materially through ALARTAS complying with the ASIC measures. In this context, it may be 
noted that Lodestar already uses such options in management of the portfolio. 

Antares remains confident that the Lodestar team can continue to add value to the Fund, consistent with its 
investment objective.  A market update from Lodestar follows. 
 
Summary 

• The Fund aims to provide investors with superior absolute returns in both rising and 
falling Australian equity markets over the medium to long term. 

• The Fund has a number of strategies and tools available, to achieve its performance 
objective - short selling is only one of these tools. 

• We will continue to communicate with you over the coming period to provide updates 
on the Fund position. 

• If you would like further information please contact your MLC or nabInvest sales 
representative. 

 
 
 
 
 
Important Notice 
 
Antares Managed Investments Limited ABN 61 083 784 463, AFSL 312122 (“AMIL”), is the Responsible Entity of, and the issuer of units 
in, the Trust. The Product Disclosure Statement for the Trust (PDS) is available by calling the Investor Services Team on 1800 652 669 
or visit www.antarescapital.com.au. 
You should consider the PDS in deciding whether to acquire, or continue to hold, units in the Trust and consider whether the Trust is an 
appropriate investment for you, and the risks of any investment. This report does not take account of your objectives, financial situation 
and needs. You should therefore, before acting on information in this report, consider its appropriateness, having regard to your 
objectives, financial situation or needs. The attached market update has been solely prepared by Lodestar Capital Partners Pty Ltd and 
neither AMIL nor any of its related bodies corporate make any representation, warranty or endorsement as to whether it is accurate, free 
from errors or omission or that it is suitable for your intended use.  We recommend you consult a financial adviser. Any projection or 
other forward looking statement (“Projection”) in this report is provided for information purposes only. No representation is made as to 
the accuracy or reasonableness of any such Projection or that it will be met. Actual events may vary materially. An investment in the 
Trust is not a deposit with or liability of NAB or any other member of the NAB group of companies (NAB Group) and is subject to 
investment risk, including possible delays in repayment and loss of income and capital invested. Neither AMIL nor any other member of 
he NAB Group guarantees the repayment of your capital, payment of income or the performance of your investment. NAB does not 
provide a guarantee or assurance in respect of the obligations of AMIL, Lodestar or the Trust. 
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Background 
 
There have been a number of significant events that have caused a continuation of the elevated levels of 
volatility in global financial markets.  The Australian stockmarket has not been an exception. Over the past 
three weeks the world has seen the demise of long standing investment banks Lehman brothers and 
Merrill Lynch. In addition The U.S. Government has effectively nationalized mortgage providers Fannie 
Mae and Freddie Mac. These two organizations are involved in approximately 50% of all mortgages in the 
U.S.A. More recently a similar assistance package has been organized for the world’s biggest insurer, 
American Insurance Group.   
 
This has led to international concern over the security and stability of many more financial organizations 
and the functioning of the global financial system itself and led to the historic merger of Lloyds and Halifax 
Bank of Scotland in the United Kingdom. More recently, perceived safer organizations such as Morgan 
Stanley and Goldman Sachs, even after better than expected financial results were disclosed to the market 
place, have come under intense speculation and share price pressure. 
 
Rulings on Short Selling 
 
As a result, the U.S Treasury Department has submitted legislation to the Congress requesting authority to 
purchase troubled assets from financial institutions in order to promote market and economic stability.  In 
addition “naked” short selling (selling a stock that is not owned by the seller) has been outlawed and 
additional “covered” short selling (selling a stock that has been  borrowed from a registered owner of the 
stock)  in financial stocks have been temporarily restricted until further notice.  
 
Other nations have implemented similar initiatives, including Australia.  Australia has gone even further in 
that all stocks and not just financial stocks have been restricted from additional “covered” short selling for 
at least thirty days.  This means that existing shorts can be maintained but an increase in that position is 
not allowed.   
 
The Australian Securities and Investments Commission (ASIC) has instigated these changes in order to 
ensure an orderly stock market. The ASIC emphasizes that it sees a legitimate place for short selling in 
markets, however, in the current climate and in light of the actions taken by other regulators, a circuit 
breaker is needed to assist in maintaining and restoring confidence.   
 
Positioning of the Antares Lodestar Fund 
 
The Fund has some “covered” short positions currently and will close them in line with the Fund’s well 
defined process. This means that we think that these companies are fundamentally expensive and their 
current prospects indicate that a lower share price is warranted.  This aspect is a normal part of the Fund’s 
operations.  (The Fund does not execute “naked” shorts.)   The Fund can, under normal market conditions, 
have “covered” short positions. These are discretionary and are only initiated when there is a perceived 
benefit for unitholders.    
 
It is only one aspect of how value add is generated by Lodestar.  Over the past year value has been added 
through this mechanism. However timely selling of the Fund’s long positions and index hedging combined 
has far outweighed this benefit.   
 
 
 

 
Market Update 
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We are of the belief that markets will return to some form of normalcy and “covered” short selling will be 
reinstated. If, for some reason it is not, we believe the Fund can use the exchange traded option market to 
implement strategies such as buying put options and the excess return generation from this activity should 
not be compromised materially. 
 
Thus there are several levers to add value for clients.  Our market view is that there is some good long 
term value developing in the market and with the U.S officials continual initiatives to address the current 
credit crisis stability may eventually prevail. Under this scenario it should be expected that the Fund would 
not have a significant need to short as in the period from 2005 to 2007, where significant alpha (stock 
selection value add) was achieved using other investment techniques available to the manager.       
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
DISCLAIMER 
Lodestar Capital Partners Pty Limited does not warrant or represent that the information in this report is free from errors and 
omissions or is suitable for your intended use. Lodestar recommends that you seek independent advice before acting on any 
information in this report. Lodestar accepts no responsibility for any loss, damage, cost or expense (whether direct or indirect) 
incurred by you as a result of any decisions based on information contained in the report except as required by law. Subscriptions to 
the Lodestar Australian Absolute Return Fund can only be accepted on the basis of the current Information Memorandum.  
Prospective investors should carefully consider the risk warning and disclosures contained in the Information Memorandum. Past 
Performance is no guarantee of future performance.   2005 returns noted in this Report relate to MFA Unit Trust No.1, which for 
administrative purposes was rolled into  
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