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1. INTRODUCTION

1.1 Background

This report provides the output of Z e ni t h&®laternatidrtal Shares Sector Review. The
report contains Zenithoés analysis and opinion
international share sector, as well as details on the screening and qualitative due diligence
process that was wused in constructing Zenithos
and Model Portfolio.

The report should be read in conjunction with using the Zenith research subscriber website
(www.zenithpartners.com.au). This service provides access to up to date Fund Surveys, Fund
Filters, Fund Charting, Model Portfolio Reports and individual Fund Reports (Product Profiles,
Quantitative Reports, Product Assessment Reports - the latter being the primary output of our
due diligence on funds that reside on our Recommended List).

1.2. Summary of Findings

Z e ni t h dirgern&tional &hares review covered funds across 4 distinct sub-asset classes,
with each sub-asset class described below:

Number of
Funds in Description of Sub-Asset Class
Universe

International Shares

Sub-Asset Class

Global (hedged) Includes globally-orientated funds that employ traditional, long-
only investment approaches. Currency exposure of funds in this

sub-asset class is fully hedged (from an $A perspective)

Global (unhedged) 70 Includes globally-orientated funds that employ traditional, long-
only investment approaches. Currency exposure of funds in this
sub-asset class is predominantly unhedged (from an $A
perspective)

Small Companies 8 Il ncludes funds that focus on
segment of the global equities market. The definition what
makes a small company varies, but is often described as those
stocks with a market capitalisation of less than US$2 billion.
Funds in this sub-asset class primarily have an unhedged
exposure to currency fluctuations, however, some funds may
hedge their currency exposure

Specialist 27 Includes funds that employ alternative practices in their
investment processes, including shorting of stocks, gearing
and/or use of derivatives. Funds in this sub-asset class are
divided between those that employ an unhedged exposure to
currency fluctuations, and those that hedge their exposure

Total Funds 129
At the completion of the 2008 International Shares Review, Zenith placed 30 products on its

Recommended List from an initial universe list of 129 funds. The Recommended List is shown
below:

»
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Recommended List

Recommended List i Global (hedged) APIR Code Isrl\;leestment

Goldman Sachs JB Were Hedged International JBWO0021AU
Share Fund

Grant Samuel EPOCH Global Equity Shareholder GSF0001AU
Yield (hedged)

GVI Global Industrial Share Fund TGPO004AU
Schroder Global Active Value Fund (hedged) SCHO0032AU
Walter Scott Global Equity Fund MAQO557AU

Neutral Recommended
Value Recommended
Value Recommended
Value Recommended
Growth Recommended

Recommended List i Global (unhedged) APIR Code ISrwt\;vla:tment

Acadian Wholesale Global Equity FSF0710AU
BT Wholesale International Share Fund BTAO0056AU
Generation W/S Global Sustainability Fund FSF0908AU

Goldman Sachs JB Were International Share Fund JBWO0014AU

Grant Samuel EPOCH Global Equity Shareholder GSF0002AU
Yield (Unhedged)

Hunter Hall Global Ethical Fund HHAO0002AU
Magellan Global Fund MGEO0001AU
Martin Currie Global Equity Fund NA

Morgan Stanley Global Franchise Fund MAQO0404AU
Perpetual Wholesale International Fund PEROO50AU
Platinum Unhedged Fund PLAOOO6AU
Walter Scott Global Equity Fund MAQO0410AU
Zurich Investments Global Thematic Share Fund ZURO061AU

Neutral Highly Recommended
Neutral Highly Recommended
Neutral Recommended
Neutral Recommended
Value Recommended
Value Recommended
Value Recommended
Growth Highly Recommended
Value Highly Recommended
Value Recommended
Neutral Recommended
Growth Recommended
Neutral Recommended

Recommended List T Small APIR Code Isrl\;tla(;stment

Zurich Global Small Companies Fund ZURO0240AU

Neutral Recommended

Recommended List i Specialist APIR Code ISnt\;/tleestment

Acadian W/s Global Equity Long Short Fund FSFO788AU
Acadian W/s Geared Global Equity Fund FSF0891AU
BlackRock International Gold Fund - Class D MALO016AU

Colonial First State Global Resources Long Short FSF0698AU
Fund

Colonial First State Global Resources Fund FSF0038AU
Five Oceans Global Share Fund HOWO0032AU
Macquarie Global Private Equity Securities Fund MAQO0447AU

Platinum European Fund PLAOOO1AU
Platinum International Brands Fund PLAO0100AU
Platinum International Fund PLAO002AU
PM Capital Absolute Performance Fund PMCO0100AU

Long/Short Highly Recommended

Neutral Recommended
Growth Recommended
Long/Short Recommended
Growth Highly Recommended
Long/Short Recommended
Growth Recommended
Long/Short Recommended

Long/Short Highly Recommended
Long/Short Highly Recommended

Long/Short Recommended

» °
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Of the 30 funds on the Recommended List, the table above shows that 5 were from the Global
(hedged) sub-asset class, 13 were from Global (unhedged), 1 was from Small, and 11 were
from Specialist. 22 funds were rated Recommended, while 8 were rated Highly
Recommended.

2. KEY GLOBAL EQUITIES TRENDS & DEVELOPMENTS

Having reviewed 29 global equities managers including Australian based global equities
boutiques, s ome o f globah equitiesomahadeissandl irderngtienslly based
global equities boutiques as part of its international equities review, Zenith identified a wide
number of interesting themes and developments. These themes / developments are grouped
and summarised in point form below and further expanded upon in the section following:

Investment Team Trends

1 Itis now more common for global equities investment teams to be centrally located within
the one office rather than dispersed at different country / regional offices around the world;

i There is an increasing trend within large institutional fund managers to have small
investment teams responsible for the management of specific global equities funds who
then leverage off the larger analyst and research base;

1 Quantitative global equities managers have larger investment teams (in terms of
personnel) than qualitative global equities managers; and

1 With the advent of more boutique global equities managers and smaller institutional fund
manager investment teams, team or collegiate based decision making for both stock
selection and portfolio construction decisions is increasingly popular.

Stock Selection Trends

1 Itis a more common practice for investment teams to use different valuation metrics for
stocks in different sectors, rather than a consistent valuation approach across all sectors
and companies;

1 Managers views on the value of meeting with company management are polarised with
some managers still believing it is imperative as part of their investment process while
others believe all market sensitive information is now public and therefore there is little
value in doing so; and

1 Use of brokers tends to be restricted to trading execution, research information, company
financial data and company introductions and / or conferences. None of the managers
Zenith reviewed use or rely on broker stock recommendations for their stock selection
decisions.

Portfolio Construction Trends
1 Non-benchmark aware investment approaches have grown in popularity over recent years;

1 In general, qualitative global equities managers portfolios have become more concentrated
in stock numbers while quantitative managers hold much larger numbers of stocks;

1 Stock selection rather than country or sector selection is now very much the primary driver
of investment returns;

T Increasingly, emerging markets stocks are being
portfolios rather than being treated as a separate asset class and allocated to accordingly;
and

1 The majority of stock turnover for most managers is as a result of rebalancing and trimming
stock positions rather than actual turnover of the stock names in the portfolio.

»
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2.1.

2.1.1.

2.1.2.

2.1.3.

2.1.4.

General Trends / Observations
1 Edinburgh has become a centre for high quality global equities managers; and

1 US investors are now seeking true global exposure.
Investment Team Trends

Investment Team Structures

Whil e back in the early 199006s is was common

invest on a country basis with the investment analysts being located at multiple locations
around the world, the move to investing more on a global sector and security specific basis
and the ease of access to company information has led to the more common practice of
investment teams working from a central location within the one office. These developments,
as well as the move to more concentrated portfolios has also led to a contraction in the size of
gualitative managers global equities teams over the years with teams of less than 10
members now being quite common. This practice has also facilitated the growth of Australian
based global equities managers including Platinum, PM Capital, Hunter Hall, Global Value
Investors (GVI) and Five Oceans. Zenith endorses the centralised team structure as it
believes it facilitates better communication between the team and tends to lead to a more
consistent, team based application of the

Smaller Institutional Global Equities Teams

There is also an increasing trend for large, institutional asset management firms to establish
much smaller, dedicated portfolio management teams to manage specific specialist products
while utilizing the significant research and analyst resources of the broader group. We believe

pr a

this trend has evolved out of the | ategiththe i nstit
bouti

smal l er, more ni mbl e, hi gher alpha seeking
only works if the portfolio management process and objective of the specialist team is aligned
with the stock research process and approach of the broader analyst team. As an example,
we have seen instances where the research of the global equities analysts is then used by a
growth portfolio manager, neutral portfolio manager and value portfolio manager within the
same organi zati on.is dtroctur@ dops rnothwnrk and ihistosically has not
delivered investors superior returns.

Quantitative Investment Teams Largest

Zenith believes the converse is true of quantitative global equities managers. That is, the early
guantitative managers tended to have smaller investment teams as a result of utilising
computer based stock screening and filtering models and portfolio optimisation software. This
is no longer the case with quantitative global equities managers such as Acadian and AQR
having investment teams of 60 plus people. This trend appears to have resulted from the
expanded search for market inefficiencies and alpha (excess return) generating opportunities
which has become increasingly difficult to identify and take advantage of.

Collegiate Based Decision Making

With the advent of more boutique global equities managers and smaller specialist investment
teams within institutional fund managers, team or collegiate based decision making for both
stock selection and portfolio construction decisions is increasingly popular. Collegiate based
decision making processes are more achievable in a small investment team setting that is
located within the one office and is not possible or efficient for large investment teams,
particularly those that have people working in different regions. There are a number of
advantages to team based decision making including a dilution in key person risk, thorough
debate and cross checking of views, each team member having full knowledge of the portfolio
construction and stock selection for the fund and building genuine team work and culture.
Zenith rewards those managers that have someone ultimately responsible for the decision

making and performance of the Fund to ensure t

notresul t in decision fAparalysiso.

» 7
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2.2.

2.2.1.

2.2.2.

2.3.

2.3.1.

2.3.2.

Stock Selection Trends

Valuation Metrics

Whil e perhaps not surprising, in Zenithos

valuation approach or metric across all stocks than was the case in the past. Most managers
now use a predominant valuation metric (eg. Discounted Cash Flow) but will use specific
financial valuation metrics or ratios for companies in specific sectors. This is done with a view
to which metrics and / or ratios are most relevant to the characteristics of the sector with the
stocks in the sector then being compared on a consistent basis. The use of different valuation
approaches across companies in different sectors can make it difficult to compare the
attractiveness of stoctsectorssval uati on across

Meeting with Company Management

In this era of regulated full and open disclosure of any information by listed companies that
may be material to their financial position and / or stock price, the view by international
equities managers on the value of meeting with company management as part of their stock
research process is polarised. There are still those managers who believe there is genuine
value in meeting company management to ask their own questions, assess the answers and

exper.i

di f fer

body language of management 6s response and whether

strategy and if it actually makes sense. Conversely, there is the opposing view by some
managers that with all material information now regulated to be disclosed to the market, and

they

resut s presentations often posted on the company?®d

informational advantage in holding separate meetings with management. In addition, some
managers believe that meeting with management can influence a view on a company and that
a Apurero approach is to assess a company
earnings based on their own in-depth research on the company and the industry it invests in.
Increasingly managers are stating that they are spending moretimes peaki ng t o
competitors, suppliers and customers as part of their research process. While there is logic in
this approach, Zenith is somewhat sceptical of the ability for managers to do this for each
company they research and the motivation for these contacts to dedicate time to the manager
in the first place.

Portfolio Construction Trends

Non-benchmark aware investing

In recent years there has been an increasing trend and demand for international equities
managers who manage on a non-benchmark aware approach. That is, managers who select
stocks on their merits that meet their investment criteria without regard for their representation
or weighting in the underlying index (MSCI World ex Australia). Zenith believes some of this
demand has evolved as a result of investors seeking greater diversification than investing in a
benchmark fAhuggingodo portfolio that consists

b

a

ased

C 0mg

of a|

USd weighting in the index. I't has al samewag me abo

of achieving this is to construct a portfolio that is significantly different from the benchmark.
This can also lead to significant underperformance as well. Zenith has a strong preference for
t hose manager s t hat fibackot a poefolic of theirdbgsh stack
selections rather than holding stocks for tracking error or business risk reasons.

Portfolio Stock Numbers

With the exception of quantitative global equities managers who hold large stock numbers
within portfolios, Zenith observed that there has been a trend to more concentrated portfolios
across qualitative global equities managers. As summarised in section 8, the range of stocks
held by the managers Zenith reviewed varies from 23 in the case of the Magellan Global Fund
and 121 in the case of Zurich. Zenith believes that this trend has evolved as managers seek to
generate greater outperformance from their stock selection and conducting deeper research
into fewer stocks provides greater potential to do this rather than investing in a large number
of companies where ongoing monitoring of every company can be a challenge.

» °
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2.3.3.

2.3.4.

2.3.5.

2.4.

2.4.1.

2.4.2.

Stock Selection key determinant of returns

Consistent with this approach is the fact that stock selection is the primary driver of investment

returns. This has changed since international equities funds became popular in the early

19906s where the common practice was to invest
all ocation was the primary determinant of the n
benchmark. As global equities markets and companies became more globalised, investing on

an industry sector perspective became more important as the key driver of investment returns.

The trend to non benchmark investment approaches has resulted in stock selection being the

key determinant of investment returns and under or outperformance of the benchmark.

Emerging Markets Stocks

Zenith observed an evolving trend for managers to invest in emerging markets companies on

their own merits and not treat them as a separate asset class where they are either excluded

from the mandate or allocated to on a top-down, asset allocation basis. That is, increasingly

managers are investing in companies domiciled and listed in emerging markets if they meet

t he manager 06criteriamnd @recess &enith believes this has resulted as a number

of high quality, truly global companies have emerged in these markets as well as an

improvement in financial reporting and corporate governance in some of the largest emerging

markets. While this is the case, from an overall market capitalisation perspective, most active

gl obal equities managersd exposure to emerging n
markets weight of approximately 10%.

Portfolio Turnover

Portfolio turnover can be defined in a number of ways with the 2 most common measures
being absolute trading turnover on a per annum b
the portfolio. These are the two measures Zenith focuses on but can vary widely in quantum. It
is a common practice with some managers to trade around their core stock holdings. That is,

when a stockb6s price appreciates and its weightdi
target levels, the manager takes some profits and reduces the weight in the portfolio. Equally,
when the stockbés price falls again to attractive

and weighting in the portfolio by buying some more of that stock. This portfolio activity creates
turnover that is not actual turnover of company names in the portfolio and is included in
portfolio turnover measures. The more obvious portfolio turnover is where a manager sells
one stock and replaces it with another. In both cases, this turnover can result in the realisation
of capital gains which in a trust structure must be distributed to unit holders (investors) in the

Fund within that financi al year . The more active
likely that a greater percentage of thecomandds r
di stributions rather than capital growth in the
manager 6s portfolio turnover as a high turnover
on high marginal tax rates where much of the return will be lost in tax on income distributions.

General Trends / Observations

Edinburgh a recognised international equities hub

Zenithds international equities review process i

Sydney, San Francisco, Boston, New York, London, Dublin and Edinburgh. One interesting

observation of this process was that Edinburgh has established itself as a real hub for
international equities managers with some of Zen
and Martin Currie and other well recognized managers including Aberdeen, Standard Life,

Stewart Ivory and Baillie Gifford.

US investors finally more outward looking

After many years of US investors investing with
having provided only moderate returns in recent years, US investors are slowly increasing
their appetite for true international equities investment mandates. Up until recently, if US
investors had any international equities exposure at all it has been generally gained through

» °



Zenith

Investment Partners Pty Ltd

EAFE (Europe, Australasia & Far East) investment products and combined with their

dedicated US equities exposures. This approach has resulted in the vast majority of US

investors being heavily overweight their own equities market compared to its already dominant

weight in the index. The trend for US investors to
equities investing is potentially positive for non US equities markets who should benefit from

increased US investor flows in the long term.

3. SECTOR OVERVIEW

3.1. Recent market performance

When the impact of currency fluctuations is removed (as per the MSCI World ex Aust
Hedged), international shares have performed strongly over each of the time periods
displayed in the below table. The negative impact of the rising Australian dollar can be seen in
the performance of the unhedged index (MSCI World ex Aust $A), which has significantly
underperformed its hedged counterpart.

Returns as at 31 July 2008 1Yr (%) 2Yrs (%) p.a. 3Yrs (%) p.a. 5Yrs (%) p.a.

MSCI World ex Aust $A -8.61 -18.89 -6.86 -0.78 2.80
MSCI World ex Aust Hedged $A -7.32 -12.25 2.27 5.96 11.13

4. STYLE COMPARISONS

4.1.1. Value versus Growth

Zenith believes a |l arge part of fund manager per
underlying investment style and whether market conditions are conducive to that style. The

following chart illustrates the performance of $100,000 invested in the Global Equities Value

Index (SSB World ex Australia Broad Market Value $A) against the Global Equities Growth

Index since 1990. As the chart shows, the Global Value Index has significantly outperformed

the Global Growth Index over this period. While this is the case, there has been lengthy

periods where the Global Growth Index has outperformed.
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4.1.2.

The following chart illustrates the rolling 12 month returns of the Global Equities Value Index
(SSB World ex Australia Broad Market Value $A) against the Global Equities Growth Index
(SSB World ex Australia Broad Market Value $A) since 1990. The chart shows a number of
interesting points. The first is that certain market conditions can favour value or growth stocks
for extended periods of time, sometimes years. The second point is that the magnitude of
dispersion in returns over the rolling periods can be huge and therefore to hold a portfolio
biased to one style is exposing the portfolio to significant underperformance risk. This is the
primary reason that Zenith seeks to construct portfolios that blend managers of different and
complementary investment styles so that the overall portfolio is designed to provide attractive
outperformance over the longer term in different market conditions.

More recently, the global growth index has outperformed the global value index and goes a
long way to explaining why many value managers have underperformed. This may change in
the near future as investors seek stocks
gearing as a result of the current market turmoil.
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Global Value outperforms Global Growth

40.0%

)
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Large Cap versus Small Cap

The following chart shows the performance of Global large capitalisation stocks (MSCI World
ex Australia $A) versus small capitalisation (S&P Citigroup Broad Market Index < $2b US ex
Australia $A) since 1990. Interestingly, the global small companies index has outperformed
the global large companiesindexby a signi fi cant margin ove
this provides a compelling reason to include an exposure to global small companies within the
international equities exposure of a diversified portfolio.
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The following chart shows the rolling 12 month returns of large capitalisation stocks (MSCI
World ex Australia $A) versus small capitalisation (S&P Citigroup Broad Market Index < $2b
US ex Australia $A. In a similar way, different market conditions can suit large capitalisation
stocks and small capitalisation stocks at various times of the sharemarket cycle. Again, the
differential in returns between the two categories of stocks can be massive and can last for
extended periods of time. This is also a strong advertisement for including global small
companies within the international equities exposure of a diversified portfolio.

As the chart illustrates, the large cap index has strongly outperformed the small cap index
recently which is not surprising as investors generally sell small company stocks and gravitate
to the (perceived) safety of large company stocks in periods of market turmoil. Zenith expects
this outperformance of large cap stocks to continue for the near term as excessive market
volatility continues.
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5. ZENITH DUE DILIGENCE

5.1. Universe

The Zenith 2008 International Shares Sector Review focused on international shares products
available to investors on the major wrap and master trust platforms. New products were also
considered if they were expected to be broadly available to investors on these platforms in the
near future. In total, our initial investment universe totalled around 130 investment products.

The review covered funds across 4 distinct international shares sub-asset classes: Global
(hedged); Global (unhedged); Small Companies; and Specialist.

5.2. Universe Filter

Zenith utilised a detailed quantitative and qualitative screening process to narrow down the
universe to the most attractive candidates.

The quantitative screens included:

I The assessment of the level of absolute returns, excess returns, standard deviation
(volatility) and consistency of returns;

Attribution analysis to identify each product ds

A review of each manageros | evel of funds wunde
would impede future performance.

From a qualitative perspective, we considered factors including:
1 The stability, depth and experience of the investment teams;

1 Changes of ownership, corporate stability and changes in investment personnel and
management; and

1 The validity and consistency of the investment philosophy and investment process.

5.3. Output of Initial Filter

Our initial filter enabled Zenith to screen out a large proportion of the investable universe and
concentrate on those funds that we considered to have the highest probability of being
included on the Recommended List.

Of an initial universe of 129 products, 39 proceeded past the initial filter to the full due
diligence stage. This included 5 global currency hedged funds, 17 global unhedged funds, 13
specialist funds and 4 small companiesoéfunds.

5.4. Qualitative Due Diligence

Following our initial filtering process, Zenith undertook detailed due diligence on the underlying
investment managers of the 41 products that proceeded past the initial filter.

The due diligence process requires a meeting between Zenith and the key investment staff
involved in managing the product. Where practical, Zenith endeavours to conduct these due

diligence meetings face-to-face inthefund manager 6 s own of f meekas, enahb
broader range of the fund managerds investment
sources used in the underlying analysis, valuation, portfolio management and risk
management.

Factors Zenith focussed on in this stage of the research process included the structure of the
investment team, information resources, investment philosophy, investment process, portfolio
construction and risk management.

In addition, Zenith also conducted a thorough review of all documentation, including the
Investment and Financial Services Association Limited (IFSA) investment process
guestionnaire material and backgrounds of the key investment personnel.

»
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We also asked for transparency of the portfolios underlying these products to undertake
detailed attribution. This enabled us to assess the potential risks of the portfolio and ensure
there is a consistent link between the investment process and the final portfolio.

The due diligence meetings took place on the following dates, with the following investment

personnel:

Aberdeen International Equity Fund
Acadian Wholesale Global Equity

Acadian W/s Geared Global Equity Fund
Acadian W/s Global Equity Long Short Fund
BlackRock Global Small Companies Fund

BlackRock Global Small Companies Fund
(Hedged)

BlackRock International Gold Fund - Class D

BT Wholesale International Share Fund

Colonial First State Global Resources Fund

Colonial First State Global Resources Long
Short Fund

DWS Global Equity Thematic Fund
Five Oceans Global Share Fund

Generation W/S Global Sustainability Fund

Goldman Sachs JB Were Hedged
International Share Fund

Goldman Sachs JB Were International Share
Fund

Goldman Sachs JBWere Glob Small
Comp.WS Fund

Grant Samuel EPOCH Global Equity
Shareholder Yield (hedged)

Grant Samuel EPOCH Global Equity
Shareholder Yield (Unhedged)

GVI Global Industrial Share Fund

Hunter Hall Global Ethical Trust

Hunter Hall Value Growth Trust

K2 Select International Absolute Return Fund

13/05/2008
6/05/2008

6/05/2008
6/05/2008
8/05/2008
8/05/2008

14/05/2008

6/05/2008

13/06/2008

13/06/2008
8/05/2008

23/04/2008
14/05/2008

5/05/2008

5/05/2008

5/05/2008

8/05/2008

8/05/2008

27/06/2008

Multiple
Meetings

Multiple
Meetings

17/06/2008

Bruce Stout (Senior Investment Manager)

Brian Wolahan (Director of Alternative Strategies)
and Rick Barry (Portfolio Manager)

As Above
As Above

Tom Callan (Portfolio Manager)

As Above

Richard Davis (Portfolio Manager)

Jacques Friedman (Portfolio Manager - Stock
Selection), Ronen Israel (Portfolio Manager - Stock
Selection), John Liew (Head of Asset Allocation,
Founder) and Oktay Kurbanov (Portfolio Manager -
Asset Allocation)

Dr Joanne Warner (Head of Global Resources) and
Darko Kuzmanovic (Senior Portfolio Manager)

As Above

Peter Crays (Analyst)

Chris Selth (CIO), Kim Tracey (Portfolio Manager),
Piers Watson (Portfolio Manager)

Mark Ferguson (CIO)

Nicolas Choumenkovitch (Lead-Portfolio Manager)
and Tara Connolly (Portfolio Manager)

as above

Jamie Rome (Equity Portfolio Manager) and Dan
Maguire (Equity Analyst)

Bill Priest (CEO and CIO), Michael Welhoelter
(Head of Quantitative & Risk Mgt), Richard Watt
(Global Portfolio Management), Janet Navon
(Portfolio Manager) and Emily Baker (Portfolio
Manager)

as above

Roy Chen (Head of International Equities), Matthew
Hegarty (Equities Analyst) and Daniel Fitzgerald
(Equities Analyst)

Peter Hall (CIO), Chad Slater (Portfolio Manager),
James McDonald (Portfolio Manager) and Catriona
Alford (Analyst)

as above

Mark Newman (CIO), Campbell Neal (Senior
Portfolio Manager), Roger Watson (Portfolio
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6.1.

Manager), David Poppenbeek (Portfolio Manager),
Nick Griffin (Portfolio Manager) and Nick Reddaway

Macquarie Global Private Equity Securities
Fund

Magellan Global Fund

Martin Currie Global Equity Fund

Morgan Stanley Global Franchise Fund

Perpetual Wholesale International Fund
Platinum European Fund

Platinum International Brands Fund

Platinum International Fund

Platinum Unhedged Fund

PM Capital Absolute Performance Fund
Schroder Global Active Value Fund (hedged)

Select Gold Fund

Standard Life International Equity Fund

Walter Scott Global Equity Fund

Walter Scott Global Equity Fund (Hedged)

Zurich Global Small Companies Fund

Zurich Investments Global Thematic Share
Fund

23/04/2008

12/06/2008

12/05/2008

16/05/2008

15/05/2008

24/04/2008

24/04/2008
24/04/2008
24/04/2008
24/04/2008
13/06/2008
12/06/2008

13/05/2008

12/05/2008

12/05/2008

7/05/2008

7/05/2008

(Portfolio Manager)
Rob Credaro (Portfolio Manager)

Hamish Douglass (Portfolio Manager)

James Fairweather (ClO), David Sheasby (Portfolio

Manager), Paul Hughes (Risk Manager), Jane
Coull (Sector Analyst) and Paul Sloane (Sector
Analyst)

Hassan Elmasry (Portfolio Manager)

John Nolan (co-ClO) and Des Sullivan (co-CIO)

Simon Trevett (Portfolio Manager) and Toby Harrop

(Portfolio Manager)

As Above

As Above

As Above

Ashley Pittard (Portfolio Manager)
David Philpotts (Portfolio Manager)
David Baker (Portfolio Manager)

Lance Phillips (Head of International Equities),
Robert McKillop (Global/EAFE Equities Fund

Manager) and Mikhail Zverev (Investment Director)

Alan McFarlane (Managing Director), Rodger
Nisbet (Investment Director) and Roy Leckie
(Investment Manager)

As Above

Brian Pessin (Managing Director, Global Small
Companies), Edward Rosenfeld (Portfolio

Manager), Neal Doying (Portfolio Manager), Mike

DeBernardis (Portfolio Manager)

Nick Bratt (Portfolio Manager), Nina Sanglimbeni

(Analyst) and Jerry Liu (Analyst)

Zenith found the meetings with the investment managers very insightful with most displaying a
high level of expertise and a grasp of the issues facing the sector.

The end result of this stage is a formal qualitative scoring of each of the managers using

Zenithods
each of the products.

proprietary

scoring

system, whi ch

RECOMMENDED LIST CONSTRUCTION

Recommended List Construction Approach

Zenithos pri mary

objective i s t o

sustainable outperformance of their relevant benchmark and peers. We are biased towards
those managers that are willing to construct a portfolio most accurately reflecting their stock
conviction, regardless of variation from benchmark composition. In this regard, we are
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6.2.

comfortable with high tracking error funds, so long as risk management at a stock specific and
portfolio concentration level are diligently monitored.

As a secondary consideration, we endeavour to diversify the Recommended List across a
range of funds with complementary investment approaches. The core of the Recommended
List consists of managers whose primary source of returns is long (bought) equities positions
within a globally diversified portfolio. However, we believe portfolio diversification and better
risk adjusted performance can be achieved through the inclusion of high quality specialist
managers. These include those who employ long / short strategies or those with specialist
mandates, which improve the risk / return profile of an international shares portfolio (e.g. gold,
resources and private equity).

Zenith International Shares Recommended List

Recommended List i Global (hedged) ARIR R Isnt\;,(leestment

Goldman Sachs JB Were Hedged International ~ JBWO0021AU Neutral Recommended
Share Fund
Grant Samuel EPOCH Global Equity GSF0001AU Value Recommended
Shareholder Yield (hedged)
GVI Global Industrial Share Fund TGPO004AU Value Recommended
Schroder Global Active Value Fund (hedged) SCHO0032AU  Value Recommended
Walter Scott Global Equity Fund MAQO557AU  Growth Recommended
Acadian Wholesale Global Equity FSFO710AU Neutral Highly Recommended
BT Wholesale International Share Fund BTAO0056AU Neutral Highly Recommended
Generation W/S Global Sustainability Fund FSF0908AU Neutral Recommended
Goldman Sachs JB Were International Share JBWO0014AU Neutral Recommended
Fund
Grant Samuel EPOCH Global Equity GSF0002AU Value Recommended
Shareholder Yield (Unhedged)
Hunter Hall Global Ethical Fund HHAO002AU  Value Recommended
Magellan Global Fund MGEO0001AU  Value Recommended
Martin Currie Global Equity Fund NA Growth Highly Recommended
Morgan Stanley Global Franchise Fund MAQO404AU  Value Highly Recommended
Perpetual Wholesale International Fund PEROO50AU Value Recommended
Platinum Unhedged Fund PLAOOO6AU Neutral Recommended
Walter Scott Global Equity Fund MAQO410AU  Growth Recommended
Zurich Investments Global Thematic Share ZURO061AU Neutral Recommended
Fund
Zurich Global Small Companies Fund ZURO0240AU Neutral Recommended

Style
Acadian W/s Global Equity Long Short Fund FSFO788AU Long/Short Highly Recommended
Acadian W/s Geared Global Equity Fund FSF0891AU Neutral Recommended
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BlackRock International Gold Fund - Class D MALOO16AU Growth Recommended
Colonial First State Global Resources Long FSF0698AU Long/Short Recommended
Short Fund
Colonial First State Global Resources Fund FSFO038AU Growth Highly Recommended
Five Oceans Global Share Fund HOWOO030AU Long/Short Recommended
Macquarie Global Private Equity Securities MAQO447AU  Growth Recommended
Fund
Platinum European Fund PLAOO01AU Long/Short Recommended
Platinum International Brands Fund PLAO100AU Long/Short Highly Recommended
Platinum International Fund PLAO002AU Long/Short Highly Recommended
PM Capital Absolute Performance Fund PMCO0100AU Long/Short Recommended

Zenithds Recommended L isgdnglydevéenebg dui portiolioacgngtructiomc h i s
approach. That is, those funds selected on the Recommended List are those that will be
incorporated into our model portfolios or made back up funds for these portfolios. Zenith

believes a Recommended List of 30 funds provides sufficient choice to construct well
diversified, value adding International shares portfolios.

Every fund that made the Recommended List was rated Recommended or Highly
Recommended:

1 Funds that were rated Highly Recommended were deemed strong investments within their
respective asset class and have scored above 80 out of a possible 100 in Zenith's fund
assessment scoring process.

I Funds that were rated Recommended were deemed strong investments within their
respective asset class and have scored between 70 and 80 out of a possible 100 in
Zenith's fund assessment scoring process.

Typically, funds that have been rated Recommended or above have placed within the first
quartile on all or most of the following criteria - quality of investment personnel, security
selection, portfolio construction, risk management, organisational strength and risk adjusted
performance.

1. RECOMMENDED LIST PRODUCT DETAILS

A brief description of the funds that made it to our Recommended List is provided below.
Detailed Product Assessment reports for each of these funds are available via the Zenith
subscriber website, www.zenithpartners.com.au.

7.1. Global Hedged Funds

7.1.1. Goldman Sachs JB Were Hedged International Share Fund

The Goldman Sachs JBWere Wholesale International Fund provides an attractive style
‘neutral’, currency hedged, and moderately benchmark unaware exposure to the international
equities market. The Fund is managed by Boston based group Wellington Management
Company, LLC (Wellington) and is highly regarded by Zenith.

Within Wellington, the investment team responsible for the management of the Fund is the
Global Opportunities team. The team's investment approach is somewhat unique in that it
aims to uncover interesting investment opportunities and invests in the stocks that leverage
investment ideas in the most efficient manner. Zenith believes that having a dedicated

»
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investment team within the Manager's equity capabilities to manage this strategy is a positive
as it ensures a necessary focus is placed on the strategy.

7.1.2. Grant Samuel EPOCH Global Equity Shareholder Yield (hedged)

As the Fundds name suggest s, the Grant Samuel I
provides an international share fund with a focus on companies generating attractive and
sustainable cash flow and dividends. The offering is the first by Grant Samuel Funds Services

(AGrant Samuel 0) who is the funds management di vi
responsible entity of the Fund. Grant Samuel has appointed Epoch Investment Partners Inc.
(AEpochodo) to manage the investments of the Fund.

and global equity manager. Epoch is new to Australian investors and Zenith has spent
considerable time meeting and assessing the key people and investment process of the
Manager both via meetings in Australia and visit
work, Zenith believes Grant Samuel have partnered with a high quality, extensively
experienced and capable investment manager which provides us with a high level of

confidence they can deliver on the investment objectives of the Fund

7.1.3. GVI Global Industrial Share Fund

Global Value Investors' (GVI) Global Industrial Share Fund (GISF) offers a relatively unique,

benchmark unaware and concentrated (40-60 stocks) exposure to the international equities

sector. Due to its value orientation and industrials focus the GISF is ideal for those investors

seeking a high component and relative stability of dividend income without the high volatility

often associated with growth managers and the resources sector. Since its inception in March

2005,GVI 6s performance has been i mpressive, managir
as its peers with relatively low volatility. Zenith has a sufficient degree of confidence in GVI's

ability to continue to meet its objectives over time.

7.1.4. Schroder Global Active Value Fund (hedged)

The Schroders Investment Management (Schroders) Global Active Value Fund (SGAVF) is a
unique investment product that offers a highly diversified, benchmark unaware and value-
orientated exposure to the international share market. Schroders employs a quantitative
approach in managing this fund, utilising a number of comprehensive and robust internal
guantitative models. Given the SGAVF's unique investment mandate, Zenith considers the
fund to be highly complementary to more traditional "benchmark aware" funds, and we believe
the fund could be used to enhance the risk/return profile of an investor's overall international
shares exposure.

7.1.5. Walter Scott Global Equity Fund

The Walter Scott Global Equity Fund (Hedged), offered to Australian investors through the
Macquarie Professional Series, provides exposure to a currency hedged growth style fund,
which utilises a disciplined bottom up research process to build a relatively concentrated,
benchmark unaware international shares portfolio. The hedged version of the Fund is a new
offer to Australian investors. Zenith believes the Fund offers exposure to a relatively high
conviction, benchmark unaware approach that should appeal to investors searching for an
active international shares manager and that do not want to be exposed to fluctuations in
performance based on movements in the Australian dollar (AUD) against other currencies.
Zenith has a high degree of confidence that the Fund will provide investors with attractive
above the MSCI World ex Aust Hedged $A over the long term.

»
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7.2. Global Unhedged Funds

7.2.1. Acadian Wholesale Global Equity

The Acadian Wholesale Global Equity Fund (AGE), managed by Acadian Asset Management
Inc. (Acadian), is a well managed, benchmark aware fund that offers exposure to a diversified
portfolio of developed and emerging market stocks. The fund employs a quantitative
investment approach, where it measures the concepts of value, quality, momentum and
earnings using a range of proprietary indicators, and positions its portfolio to best exploit
opportunities identified by the indicators Based on a strong long term track record and multiple
reviews of Acadian's capabilities, we have a strong level of confidence that AGE can achieve
its objective of outperforming its index by 2.0% p.a. (gross of fees) over a rolling 4-year period.

7.2.2. BT Wholesale International Share Fund

BT Financial Group's (BT) Wholesale Core Global Share Fund (BCGSF) offers exposure to a
diversified portfolio of international equities and is managed by Greenwich, Connecticut-based
fund manager, AQR Capital (AQR). BT restructured the BCGSF in June 2006, replacing the
previous underlying investment manager of the fund, Putnam Investments, with AQR. Zenith
considers the BCGSF to be a superior product under its new structure and we have a high
regard for the investment process employed by AQR, which is quantitatively-driven and
designed to add value from 3 primary sources: Stock/Industry Selection; Country Selection;
and Currency Selection. Zenith has a high level of conviction in AQR's ability to deliver excess
returns for the BCGSF going forward.

7.2.3. Generation W/S Global Sustainability Fund

The Generation Wholesale Global Sustainability Fund, distributed by Colonial First State, is a
unique international shares fund that recognises that sustainability issues including economic,
health, environmental, social and governance factors are increasingly impacting the long-term
performance of global companies and therefore must be considered when constructing an
international shares portfolio. The Fund aims to return 3.0% p.a. above the MSCI World ex-
Aust. ($A) over rolling 3 year time periods. Generation seeks to understand each company in
great detail and therefore employs a deep research approach on a smaller universe of stocks.
Another key attribute of the investment process is its long term focus.

7.2.4. Goldman Sachs JB Were International Share Fund

The Goldman Sachs JBWere Wholesale International Fund provides an attractive, style
‘'neutral’, and moderately benchmark unaware exposure to the international equities market.
The Fund is managed by Boston based group Wellington Management Company, LLC
(Wellington) and is highly regarded by Zenith.

Within Wellington, the investment team responsible for the management of the Fund is the
Global Opportunities team. The team's investment approach is somewhat unique in that it
aims to uncover interesting investment opportunities and invests in the stocks that leverage
investment ideas in the most efficient manner. Zenith believes that having a dedicated
investment team within the Manager's equity capabilities to manage this strategy is a positive
as it ensures a necessary focus is placed on the strategy.

7.2.5. Grant Samuel EPOCH Global Equity Shareholder Yield (Unhedged)

As the Fundbés name suggest s, the Grant Samuel I
provides an international share fund with a focus on companies generating attractive and
sustainable cash flow and dividends. The offering is the first by Grant Samuel Funds Services

(AGrant Samuel 0) who is the funds management di vi
responsible entity of the Fund. Grant Samuel has appointed Epoch Investment Partners Inc.
(AEpochod) to manage the investments of the Fund.

and global equity manager. Epoch is new to Australian investors and Zenith has spent
considerable time meeting and assessing the key people and investment process of the
Manager both via meetings in Australia and visit

»
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7.2.6.

7.2.7.

7.2.8.

7.2.9.

work, Zenith believes Grant Samuel have partnered with a high quality, extensively
experienced and capable investment manager which provides us with a high level of
confidence they can deliver on the investment objectives of the Fund.

Hunter Hall Global Ethical Fund

The Hunter Hall Global Ethical Trust (GET) is an attractive international shares offering that
invests in a unique and benchmark unaware manner. As its name suggests, the Fund also
has an ethical focus and will avoid investment in activities that are harmful to people,
destructive to the environment or cruel to animals. Hunter Hall utilises a value-style investment
approach and constructs a relatively concentrated portfolio of its strongest investment ideas,
regardless of benchmark composition. Investors should note that as a result of the Manager's
investment philosophy and process the Fund is likely to exhibit a small cap bias and is inclined
to invest in certain industries over others. Overall, we consider Hunter Hall to be a quality
international equities manager based on an assessment of its investment process and the
strength of its key investment professionals

Magellan Global Fund

Zenith regards Magellan Asset Management as one of the highest quality start-up boutique
funds management businesses we have reviewed in recent years. Therefore, despite the
Global Funds relative infancy (launched in July 2007), Zenith affords it a RECOMMENDED
rating and endorses it as a candidate for inclusion in client portfolios within certain
diversification constraints. These constraints relate to the funds highly concentrated nature

(ideally between 25 to 30 st ock i fmandal seraices, o w

consumer & retail and infrastructure sectors i that necessitate blending the fund with products

invested outside this fAcircle of competenceo.

funds or funds with an allocation to global resources, real estate or small companies.

Martin Currie Global Equity Fund

The Martin Currie Global Alpha Fund provides exposure to a growth style fund, which utilises
a disciplined research process to build a highly concentrated and benchmark unaware
international shares portfolio. The Fund targets an attractive outperformance objective of 4%
p.a. above the MSCI World ex Australia Index (before fees). Zenith has a high degree of
confidence that the Fund will deliver on its objective over the long term, based on our
assessment of the quality of Martin Currie investment personnel, the investment process
utilised, and the Managerds successful l ong

Morgan Stanley Global Franchise Fund

The Morgan Stanley Global Franchise Fund (GFF), part of the Macquarie Professional Series
is a Fund with a differentiated but repeatable investment process and a small, yet highly
regarded investment team. The GFF was re-opened to new investors by Macquarie in July
2008 after Morgan Stanley allocated it a further A$100 million in capacity. This presents a
unique opportunity to Australian retail investors to access the Fund as Morgan Stanley has
closed the Global Franchise strategy globally. The most critical factor within the investment
process is the assessment of the cash flow yields for each security. The key attractions of
GFF include its defensive characteristics in bear markets and its low correlation to most
mainstream international shares funds. GFF potentially suits investors wanting equity
exposure, but looking for more downside protection than most international share funds
typically offer
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7.2.10. Perpetual Wholesale International Fund

The Perpetual Wholesale International Fund (PWIF) offers exposure to a well managed,
relatively high conviction, benchmark unaware approach that should appeal to investors
searching for an active international shares manager. The investment process adopted by the
team has a strong focus on finding quality stocks with sound balance sheets and strong
earnings capacity, trading at discounts to their fundamental value. Investors should be aware
that the Fund has historically displayed a value, large cap bias, which may result in
underperformance when the market is not favouring these stocks. Given these characteristics,
we believe it is best used as part of a blended international shares holding.

7.2.11. Platinum Unhedged Fund

Pl atinum Asset Management's (Platinum) Unhedged
international shares product that offers investors a concentrated exposure to Platinum's highly

regarded stock picking capabilities, without exposure to Platinum's currency management,

market timing and short-selling capabilities. The PUF is managed in a fully invested manner

(i.e. minimal cash exposure) with no shorting of stocks, which relative to Platinum's other
globally-orientated funds, is expected to provide the PUF with more upside participation in

strong bull market conditions. Zenith has a high regard for Platinum's investment capabilities

and we believe the PUF is well suited to those investors seeking a more "traditional"
international equities exposure than that offered by Platinum'’s other highly successful globally-

orientated funds.

7.2.12. Walter Scott Global Equity Fund

The Walter Scott Global Equity Fund, offered to Australian investors through the Macquarie
Professional Series, provides exposure to a growth style fund, which utilises a disciplined
bottom up research process to build a relatively concentrated international shares portfolio.
Zenith has confidence that the Fund will provide investors with attractive above median
returns over the long term. Zenith believes the Fund offers exposure to a relatively high
conviction, benchmark unaware approach that should appeal to investors searching for an
active international shares manager. Due to the Fund's unique and differentiated style (and
resultant low correlation with most managers) we believe it is best used as part of a diversified
international shares portfolio.

7.2.13. Zurich Investments Global Thematic Share Fund

The Zurich Investments Global Thematic Share Fund (ISF) is managed by a highly
experienced and well regarded team. The philosophy underlying the investment process is
based on the team's belief that all companies compete for customers and for capital in a single
global marketplace and therefore investing across the world requires a global perspective.
Using a thematic approach to investing that is active, benchmark unaware and combines both
top down and bottom up inputs, ISF aims to outperform the MSCI World Accumulation Index
by 2.5% p.a. (before fees) over a 5 year market cycle, with volatility similar to, or below, that of
the index.

7.3. Global Small Cap Funds

7.3.1. Zurich Global Small Companies Fund

The Zurich Global Small Companies Fund represents an attractive investment alternative for

those investors seeking to add further capital growth potential to a diversified portfolio. In
Zenithdéds opinion, i nvest ment in a wel/l managed
portfolio returns and further diversify portfolio risk (capital volatility).

The assets of the Fund are managed by Lazard As
Small Companies team. This is a relatively recent change with the Lazard team being
appointed to manage the Fund in late November 2007. As a result, the historical returns of the
Fund are not reflective of the new manager 6s c
performance of the Fund over the |l onger term as :

»
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7.4.

7.4.1.

7.4.2.

7.4.3.

7.4.4.

Specialist Funds

Acadian Wholesale Global Equity Long Short

The Acadian Wholesale Global Equity Long Short Fund (AGELS), managed by Acadian Asset
Management Ltd (Acadian), aims to generate a higher level of outperformance than most long
only funds through a more flexible long/short investment approach. The strategy utilised to
manage AGELS is a 130/30 long/short approach. This allows the ability to short sell a range of
securities and uses the proceeds and the initial investment amount to purchase stocks long.
The fund employs a quantitative investment approach, where it measures the concepts of
value, quality, momentum and earnings using a range of proprietary indicators, and positions
its portfolio to best exploit opportunities identified by the indicators. Zenith believes Acadian is
well placed to add value from this approach based on its well constructed quantitative
investment process, broad investment universe and proven ability to add value from both its
long and short holdings.

Acadian Wholesale Geared Global Equity

The Acadian Wholesale Geared Global Equity Fund provides leveraged exposure to the
Acadian Global Equity Fund (AGE), managed by Acadian Asset Management Inc. (Acadian)
and distributed by Colonial First State (CFS). Given our confidence in AGE and our belief that
equity markets will outperform the cost of borrowing over the long term, we believe that the
Fund is an attractive option for risk tolerant, long term investors (i.e. 5-7 years minimum
investment horizon). The approach is quite straightforward given that a fixed 55% gearing
level (subject to a +/- 5% tolerance band) is utilised. This means that investors will typically
have approximately 2.22 times exposure to the underlying fund. Under this approach,
investors should also be aware that in exchange for the expectation of higher returns they
assume a higher level of risk.

BlackRock International Gold Fund - Class D

The Blackrock International Gold Fund is a specialist international equity fund that invests in
gold companies listed on international stock exchanges. The objective of the Fund is to
maximise capital growth over the medium to long term by investing in gold mining shares
throughout the world. The Manager focuses on investing in operating gold companies with low
operating costs that can continue to operate profitably without reliance on strong gold price
appreciation.

The Fund is managed by the premier gold fund investment team in the world who currently
manages in excess of US$10 billion in gold fund capabilities alone and are part of the
Blackrock natural resources team that are responsible for the management of over US$45
billion in resource fund investments.

Colonial First State Global Resources Long Short Fund

The CFS Global Resources Long Short Fund (LSF) is a hedge fund offering launched in 2005
by Colonial First State (CFS) that leverages off their highly rated Global Resources Team.
LSF is a unique offering as it aims to provide a more consistent return profile than typically
generated by resources funds by adopting a much broader investment mandate (i.e. long,
shorts, pairs and arbitrage trades). As a result, Zenith believes the name of the fund does it a
slight injustice as it provides more of a multi-strategy approach than a pure long/short fund.
Despite being a potentially expensive product, based on a lucrative performance fee structure,
Zenith believes LSF suits investors with a high risk tolerance or those attracted to the
diversification benefits an absolute return based resources fund can bring to a portfolio
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7.4.5.

7.4.6.

7.4.7.

7.4.8.

7.4.9.

Colonial First State Global Resources Fund

The CFS Wholesale Global Resources Fund (GRF) is a highly regarded alternative
investment vehicle. Providing a well managed investment vehicle with exposure to the strongly
performing commodities theme it warrants serious consideration. In addition the fund also
provides risk diversification benefits due to the low correlation of commodities with most asset
classes.

The investment team managing GRF is one of the most respected and experienced within
Colonial First State (CFS). Zenith believes the team is uniquely qualified to manage a fund of
this nature based on their depth, collective expertise and experience in commodity markets,
structure, relevant academic qualifications, low staff turnover and most importantly
outstanding long term track record

Five Oceans Global Share Fund

Five Oceans Asset Management (Five Oceans) offers a well diversified, absolute return
focussed exposure to international equities through its flagship fund, the Five Oceans
Wholesale World Fund (FWF). Five Oceans is a boutique international equities asset
management specialist which was launched in 2005 following a "tie up" with Challenger
Financial Services Group (CFG). Established in 2005 by Chris Selth and Ross Youngman,
Five Oceans is majority executive owned (founders control 55% of the equity, 20% sold into
employee share option plan) with CFG holding a 25% stake for its part in providing
administration & distribution support, offices premises and working capital funding. Overall the
Five Oceans World Fund has evolved into a strong offering for those seeking an absolute
return focused, concentrated, benchmark unaware international equity product.

Macquarie Global Private Equity Securities Fund

The Macquarie Global Private Equity Securities fund (MGPESF) represents another unique
investment offer from the Macquarie group in that it provides retail investors with the first
liquid, open-ended investment providing exposure to the private equity asset class. Unlike
traditional private equity investment vehicles, that are generally of a fixed term nature and
draw-down on investors capital over a number of years as investments are found, the
MGPESF provides immediate access to private equity via its investment in listed private equity
securities. By investing in companies whose primary business is to manage private equity
funds, MGPESF gains a highly liquid and diverse exposure to the underlying private equity
investments. MGPESF will invest in between 10 and 25 of these securities resulting in the
product entailing a fund-of-fund style exposure with an open-ended structure that allows
investors in the fund to purchase/redeem units on an ongoing basis (unlike the majority of
private equity funds on offer, which are generally closed-ended).

Platinum European Fund

Platinum Asset Management's (Platinum) European Fund (PEF) offers a concentrated,
absolute return focused exposure to European shares. In addition to its core value-add
strategy of long equities positions, Platinum attempts to add value through short selling
securities (generating profit from falling prices) and active currency management. Platinum's
investment process is subjective and not as clearly structured as some of Platinum's
competitors. Despite this, we have a high regard for the investment management capabilities
of the ultimate decision maker for this fund, Toby Harrop, and other senior members of the
investment team, particularly Kerr Neilson (Chief Investment Officer).

Platinum International Brands Fund

Platinum Asset Management's (Platinum) International Brands Fund (PIBF) offers a
concentrated, absolute return focused exposure to the international shares sector. While there
is some level of crossover (approximately 25% commonality as at 31 December 2007)
between the PIBF and Platinum's flagship fund, the Platinum International Fund, the PIBF's
investment mandate is narrower and more specialised, focussing on companies with well-
recognised consumer brand names from around the world. Brand names include international
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brands, region or country specific brands and products that are recognised as being future
brand names. Overall, Zenith has a high regard for Platinum's capabilities as a fund manager
and we have a significant level of confidence that the PIBF can continue to outperform the
benchmark and median manager

7.4.10. Platinum International Fund

Platinum Asset Management's (Platinum) International Fund (PIF) offers a well diversified,

absolute return focused exposure to the international shares sector. In addition to its core
value-add strategy of long equities positions, Platinum also attempts to add value through

short selling securities (allowing profit from falling prices) and active currency management.

Led by Kerr Neilson (Chief Investment Officer),
managers and has developed a tremendously successful track record since its inception in

1995, outperforming both the benchmark and median manager. Zenith believes Platinum
International Fund is an outstanding choice as part of a well-diversified international equities

portfolio, especially for those investors seeking to benefit from the strong historical returns of

this asset class, with some downside protection based on the way Platinum manages money

7.4.11. PM Capital Absolute Performance Fund

PM Capital's Absolute Performance Fund (APF) has been a member of Zeni t hdés
Recommended Product List for many years. As a result, it is disappointing to see the
manager 0s significant underperformance of t he i
competitors in recent times. While this underperformance is disappointing and painful for

investors in the fund, the non benchmark aware, absolute return, contrarian investment

process applied by the Manager has historically resulted in periods of both significant

out performance and underper f or manc eeryfranmhperioddanager ¢
of underperformance combined with the significant experience and expertise of the key

investment people within the PM Capital team provides Zenith with confidence that the

Manager will recover from this period of underperformance to again provide investors with
attractive |l evels of return. We qualify this ol
exposure to companies in the financial sector may take some time to recover shareholder

value and therefore encourage investors to take a longer term, patient approach to investment

in the Fund. This will maximize i n v e spotentias td experience the recovery in returns and

once again enjoy an attractive level of returns on their investment in the Fund.
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8.

8.1.

8.1.1.

QUANTITATIVE PORTFOLIO CHARACTERISTICS

Stock Numbers and Sector Allocation Comparison

Global Hedged Funds

As at 31 May 2008

Hedged & Unhedged
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International Wholesale Fund -

Grant Samuel EPOCH Global
Shareholder Yield Fund

GVI Global Industrial Share Fund

Schroder Global Active Value Fund

Walter Scott Global Equity Fund -
Hedged

HEDGED
Portfolio Information
Number of Stocks held 86 87 68 847 57
Consumer Discretionary 4.15% 8.19% 6.17% 9.70%  11.00%
Consumer Staples 9.12% 14.60% 2.54% 5.30% 11.60%
Energy 12.06%  9.76% 9.89% 11.40% 15.30%
Financials 20.31% 6.22% 8.91% 26.80% 7.20%
Health Care 9.60% 3.21% 5.93% 2.70% 16.70%
Industrials 14.04% 1.83% 13.85% 7.10% 8.10%
Information Technology 8.39% 1.42% - 5.20% 16.20%
Materials 9.15% 8.06% 8.55% 9.60% 3.40%
Pooled vehicles 2.54% - - - -
Telecommunication Services 4.33% 18.43% 11.11% 12.60% 1.30%
Utilities 3.81% 17.11% 15.32% 6.90% 4.80%
Cash 249% 11.17% 17.73% 2.70% 4.40%
Total 100% 100% 100% 100% 100%
1 As typical of a quantitative fundthe Schroder 6s Fund
the portfolio.
The Schroderds and Gol dman Sachs

]

=

cont ai

Funds

ns a

wer e

Defensive sectors (cash and utilities) were very overweight in the GVI and EPOCH

portfolios.

The Walter Scott Fund was overweight Consumer Discretionary, Energy, Health Care and

Information Technology.

Industrials are overweighted in the Goldman Sachs and GVI portfolios.

Grant Samuel holds typically defensive/high yielding sectors of Consumer Staples,

Telecommunications and Utilities.
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8.1.2. Global Unhedged Funds

@ Qo S = g o

o o == Q® L = 2 T Q 85 o] = o &

5. | 52 | 8% |82 [8% | E g | 8 So [ BT | & 2 £5

8= o7 =28 0353 a o o = =5 [O= o o S o5 o

23 o's of ~c93| Wz o 3 T O c —T o ® 2 O c EE

c§ | 55 |28 (2383 s2e | =F 3 2 2o ez £ £ 0 28

As at 31 May 2008 s _ $c coS |eswsTa| 25 T = 10} s S0 = - 3 S 5 > g

c_g AL oL |lpes | EGT Tt ¥ S 2 8= = S c 32 2o

S — =0 o c < & — c O's 0 o 5 g = =

= O < © T = c ST D wn CDE © c T - S e =] = =

=h0) = o Sw & c =@ =i = S S S (o= £ oW oS3

@ o 0 Q Ecs =5 S [@) = oo (it o = i =

g RO | 55 |[ssT | £S5 z g | £ 5 55 G = S

o h= o e = o= O
V] 8 E ) b= I= o
UNHEDGED
Portfolio Information
58 (long

Number of Stocks held 235 778 69 86 87 79 23 43 32 62 only) 57 121
Portfolio GICS exposures
Consumer Discretionary 3.49% 9.47% 9.53% 4.15% 8.19% 2.56% 17.10% 6.83% 22.30%  13.12% 11.10% 11.00% 1.65%
Consumer Staples 11.28% 9.98% 4.46% 9.12% 14.60%  15.03%  24.92% 6.26% 60.80%  16.07% 0.56% 11.60% 11.69%
Energy 16.16%  13.99% 3.65% 12.06% 9.76% 11.90% 18.87% 6.71% 2.54% 15.30% 14.30%
Financials 16.33%  18.25%  16.00%  20.31% 6.22% 11.59%  20.53%  19.51% 2.10% 12.71% 11.99% 7.20% 22.72%
Health Care 6.67% 7.03% 29.29% 9.60% 3.21% 4.25% 0.67% 3.98% 4.80% 17.88% 5.25% 16.70% 8.64%
Industrials 15.81%  12.10% 10.83%  14.04% 1.83% 14.17% 2.65% 14.90% 6.60% 14.60% 21.96% 8.10% 10.72%
Information Technology 10.89% 9.84% 12.72% 8.39% 1.42% 1.91% 5.41% 9.19% 12.41% 11.86% 16.20% 8.75%
Materials 11.01% 8.67% 0.00% 9.15% 8.06% 8.44% - 4.71% 1.60% 2.07% 21.67% 3.40% 10.25%
Pooled Vehicles - - - 2.54% - - - - - - - - -
Telecommunication Services 5.38% 4.65% - 4.33% 18.43% 1.95% - 2.61% - - 3.99% 1.30% 0.91%
Utilities 1.86% 6.02% = 5.07% 3.81% 17.11% 3.79% - 7.66% - - 1.00% 4.80% 5.03%
Cash 1.12% - 2.79% 2.49% 11.17% 24.42% 28.71% 5.49% 1.80% 4.43% 8.08% 4.40% 5.34%
Futures - - 5.66% - - - - - - - - - -
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

1 As typical of a quantitative fund Acadian maintains a large portfolio. However BT has the largest portfolio of stocks while Magellan has the
lowest number of stocks in the portfolio

1 Healthcare is overweight in the Generation, Perpetual and Walter Scott portfolios.
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8.1.3.

Small Companies Funds

As at 31 May 2008

Companies Fund
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SMALL CAPS
Portfolio Information

Number of Stocks held 73

Portfolio GICS exposures

Consumer Discretionary 20.92%
Consumer Staples 1.55%
Energy 3.32%
Financials 10.17%
Health Care 4.86%
Industrials 34.13%
Information Technology 15.74%
Materials -

Telecommunication Services -

Utilities 1.67%
Cash 7.64%
Total 100%

1 Zurich Fund us overweight Consumer Discretionary, Industrials and
Technology. These three sectors comprise just over 70% of the portfolio

Information
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8.1.4. Specialist Funds

As at 31 May 2008
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Acadian Geared Global
Equity Fund

Blackrock International
Gold Fund - Class D

Colonial First State
Global Resources Long
Short Fund

Colonial First State
Wholesale Global
Resources Fund

Five Oceans World
Fund - Professional

Macquarie Global Private
Equity Securities Fund

Platinum European
Fund

Platinum International

Platinum International

PM Capital Absolute
Performance Fund

SPECIALIST

Portfolio Information

Number of Stocks held

Portfolio GICS exposures

Consumer Discretionary
Consumer Staples
Diversified

Energy

Financials

Health Care

Industrials

Information Technology
Materials

Other

Sector/Market Hedges
Telecommunication Services
Utilities

Cash

Unassigned

Futures

Total

»

247

5.03%
11.54%
16.12%
16.69%

5.24%
14.21%
11.64%

9.50%

0.98%
6.93%
2.12%

100%

235

3.49%
11.28%
16.16%
16.33%

6.67%
15.81%
10.89%
11.01%

5.38%
1.86%
1.12%

100%

50

97.93%

125

13.70%
34.10%
52.20%

100%

78

24.54%

0.90%

72.10%

1.92%
0.54%

100%

54

13.39%
1.97%

3.20%
4.75%
9.27%
2.36%
9.88%
9.88%

-14.60%
2.73%
-0.23%
57.40%

100%

24

65.93%
5.06%
4.12%

9.31%
15.57%

100%

58

(long only)

17.46%
3.25%
7.07%
2.61%
3.49%

31.24%

22.65%
1.88%

-10.74%

0.49%
20.60%

100%

50

(long only)

23.12%
33.27%

8.04%
2.81%
6.56%
5.23%

-6.66%

27.63%

100%

126

(long only)

11.19%
3.81%
0.07%
1.17%

11.46%
3.76%

23.31%

16.48%
8.13%

-24.15%

3.47%
0.87%
40.44%

100%

49

19.97%
22.14%

45.42%
2.85%
35.60%
1.52%

-12.94%
14.56%
100%
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