May Monthly Report

May has been a rocky month for the market, able to finish modestly up (0.58%) after being down around 3% a couple
of times during the month. The Reserve Bank cut the cash rate to a new low of 2.0% 'so as to reinforce recent
encouraging trends in household demand.’ The government delivered its second budget laden with sweeteners for
small business, and as many commentators have said 'kicked the can down the road' with a doubling of its budget
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The Fund had a particularly good month producing a 2.3% return
led by strong gains from Flight Centre (+7.2%), ARB (+12.9%),
Austbrokers (+8.5%) and Beacon Lighting (+14.1%). At the other
end, Treasury Group lost 5% and GBST was down 10.9%.
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Flight Centre announced plans to purchase a travel business in Mexico that has been an associated business for many
years. The share price was up 7% to back up the 9% in April, so it is more likely a reaction to the budget and its
oversold position after half-year results. The company is the most
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The Beacon Lighting share price was up 14% for the month with no
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news from the company. The stock has had a remarkable share
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price run and is up 85% for the financial year to date and is now
the second largest contributor to fund performance for the year.
The Treasury Group share price fell a further 5% during the month. It remains our largest contributor to positive
performance this year but we won’t be surprised if the share price continues to weaken, given the continuing
outflows and under-performance of the US based investment managers acquired last year. As we pen this update, we
have significantly reduced the exposure of the Fund to this company. After being one of the better performers last
month, GBST fell almost 11% during May hastened by the collapse of stockbroker BBY during the month and news
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that Pershing will withdraw their business next year leading to a $4m hole in the revenue line. Losing clients is part of
business and investors need to take a longer term view than the next profit results. We can see this company being
bigger rather than smaller in the next few years.
There has been significant transaction activity in the Fund during May with additions to Adelaide Brighton, AP Eagers,
Isentia, LifeHealthcare, Magellan Flagship Fund, Smartgroup and Templeton Global Growth. A new position was
established in Gentrack, a New Zealand software business supplying solutions to Utilities and Airports. During the
month, there were partial sales in Fiducian and Treasury Group and we exited ANZ, Westpac, Spark Infrastructure,
Woolworths and Dulux.
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