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The Mosaic Special Situation Fund’s unit price fell by 4.0% in May, compared with a decline in the S&P/ASX All Ordinaries
Accumulation Index of 6.9%. The Fund’s relative performance benefited from an RCU takeover bid and a dearth of resource
stocks in our Portfolio. The S&P/ASX 300 Resources Accumulation Index fell 11.5% for the month, significantly more than
broader indices.
•

Regular readers will know that the Fund has a position in US office
property through Real Estate Capital Partners USA Property Trust
(RCU). Investment banker Greg Woolley has been agitating over the
past six months to increase his stake in RCU, and has now stepped up
his efforts by launching a takeover bid at $0.46 per share.
The price is not remotely close to the Manager’s view of what RCU is
worth, and the Manager doesn’t expect that Woolley will receive
support from other unitholders either. RCU has appointed Macquarie
Capital to advise on the bid, and unless something goes seriously awry
the recommendation should be to ignore the bid.
RCU has also announced that it is close to agreeing a new US$87.0m
loan to refinance three of its properties, almost paying off the entire
expiring loan of US$87.6m, and raising serious questions as to why
new capital raised recently was needed in the first place.
For now the takeover offer leads to more unitholder value being
wasted on advisory fees, however it may flush out another bidder or it
may be only the first of many efforts from Woolley to gain control of
RCU. If not, the Manager will explore other avenues to realise the
value of RCU’s assets. Units in RCU closed the month at $0.485, up
19.8%.
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•

The share price of advertising group Photon fell 18.8% to close at 3.9
cents. There has been no news to drive the share price down but the
Manager is not expecting anything to drive it up either. The Manager
is not expecting any evidence of a turnaround until this time next year
at best. With net cash on the balance sheet and a $60m market
capitalisation, patience can be afforded.

•

Despite having the bulk of its operations in the United States,
property and casualty insurer QBE’s share price fell 10.6% during May
to $12.38, a month in which the US dollar strengthened by 6.7%. In
the short-term, QBE’s share price is highly correlated with global
stock markets; risk aversion drives down both long term interest
rates and QBE’s share price. Long-term it will be driven by the
company’s profitability and on that front the manager sees no cause
for concern.

•

Unitholders voted through the internalisation of ING Real Estate Community Living Group (ILF) which will now be known as
Ingenia. ILF also announced the sale of its share of New York retirement villages for US$173.3m, which after debt is repaid
will result in net proceeds of 11.3 cents per unit for investors. The Manager viewed the sale as an excellent outcome but the
unit price was unchanged at $0.205.

Important Information: This report is provided for investors in the Funds. While all care has been taken in the preparation of this report (using sources believed to be reliable and accurate),
Mosaic Portfolio Advisers Limited, its officers, employees, agents and associated entities accept no responsibility for and will not be liable in respect of any loss or damage suffered by any
person in connection with this other than under law which cannot be excluded. You should seek your own financial and taxation advice before dealing with your investment. This report has
been prepared without taking into account your investment objectives, financial situation or particular needs. Before investing, or retaining an investment, in any of the Funds you should
read the relevant PDS and consider whether the Fund is appropriate having regard to those matters. A copy of the PDS is available at www.mosaicpa.com.au. Remember, past performance
should not be taken as in indication of future performance.

