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Equities started the month well, rising strongly before running into a wall of rising 
risk aversion, sparked by a scare prompted by a request for a delay in interest 
payments on billions in debt of the government-owned Dubai World 
conglomerate. The key sector theme during the month was the outperformance 
of the Resources sector and the underperformance of the Banks sector, both 
globally and domestically. Bond yields initially rose before falling back on rising 
risk aversion, and finishing the month lower. 

A widely expected RBA rate rise did not unnerve investors and both bonds and 
short rate futures gained ground. Sentiment was buoyed by M&A activity, both 
actual and anticipated. Westpac rounded off the bank earnings season with a 
good result, but forecast subdued prospects for credit growth and rising funding 
costs. The Banks sector (-3.8%) lagged after a strong relative run which had 
seen it beat the index by 20% in the five months to the end of October.

The Materials sector (+9%) was the standout leader against a background of 
stronger commodity prices, particularly gold which rose US$140oz to US$1181oz.

With corporate balance sheets now recapitalised and gearing levels overly 
conservative, the pressure on companies to make value enhancing M&A 
acquisitions in 2010 will intensify. The outlook for M&A globally has improved 
considerably as investors realise the US and the global economy is recovering. 
Australian companies with international operations are exceptionally well placed to 
acquire due to the high $A and strong balance sheet capacity. Average gearing 
levels are set to fall below 30% in 2010, which is a multi-decade low.

During November we bought more shares in Oil Search and Ten Network, whilst 
also adding Sims Group to the portfolio. We decreased our exposure to CSL and 
Origin Energy, and exited our position in Whitehaven Coal.
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(2) Inception return is calculated from 1 June 2004
(3) Returns are calculated gross - before taxes, before fees
(4) * Benchmark was S&P/ASX 300 ex LPTs prior to 1 May 2009
(5) Composite of accounts with similar benchmark (8 accounts in current month)
(6) Risk stats (where applic) based on mthly returns over rolling 3 year periods

(1) Market value of the investment as at month end was $1,578.95 Million
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 Stock Contributors Overweight (+) 
Underweight (-) 

1

+Rio Tinto
2

+Asciano Group
3

+Newcrest Mining
4

-ANZ Banking
5

+Transurban Group

 Stock Detractors Overweight (+) 
Underweight (-) 

6

Not heldWesfarmers
7

Not heldAXA Asia Pac Hldgs
8

+Macquarie Airports
9

+Crown Ltd
10

-BHP Billiton

Active Stock Positions
Underweights / Overweights versus benchmark

Sector Diversification
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