
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

MONTHLY COMMENTARY – DECEMBER 2011 
 
Dear AvSuper member, 
 
We are pleased to offer you this update on our management of Australian Equities. 
 
OVERVIEW 
 
AvSuper has engaged us to manage a portfolio of the top 50 Australian companies with a view to exceeding the 
performance of the S&P/ASX 50 Accumulation Index (‘the Index”). Our investment philosophy is based on 
fundamental value over a medium to long-term investment horizon. We analyse the total value of each of the 
companies in our investment universe, and take a greater position relative to the Index when we believe that the 
market has priced a company below its longer-term fundamental value. We have used this investment philosophy 
consistently since setting up our business in 1988 and it has proven to add value for clients. Our investment 
approach is based on developing an in-depth understanding of the companies in which we invest for clients. We 
focus on the ability of these companies to sustain their earnings and valuations into the future. We embed tax and 
ESG (Environmental, Social and Corporate Governance) considerations into our analysis and our investment 
decisions.  
 
MONTHLY PERFORMANCE 
 
Strategy December 2011 December 2011 December 2011 

ASX 50 
Accumulation Index 

BEM’s portfolio return S&P/ASX 50 
Accumulation Index 
return 

BEM’s outperformance 

AvSuper -0.73% -1.02% + 0.29% 
 
Our stock selection added to performance this month. Newcrest Mining was the largest contributor as we were 
materially underweight and it fell by 14.5%. Westfield Group was another underweight stock which underperformed 
the benchmark falling 4.8%. The other material positives were our overweight positions in ANZ which rose by 3.2% 
and Boral which rose by 2.9%. Negative factors were our underweight positions in Commonwealth Bank and CSL 
which rose by 3.8% and 2.6% respectively and our overweight positions in Qantas and Origin Energy which fell by 
3.6% and 5.8% respectively. 
 
LOOKING AHEAD 
 
Market sentiment is at a very low ebb.  The reasons are to be found in the political and economic fundamentals, with 
a failure to address long-standing imbalances in both Europe and the United States.  The problems in Europe seem 
particularly intractable, with some countries being fundamentally uncompetitive and facing the refinancing of large 
deficits.  In the US it appears the fiscal deficit will not be addressed until after the elections in November.  In addition, 
the situation in China is clouded.  Against this background markets are fearful and are reflecting a very poor outlook.  
While a further deterioration is possible, markets generally over-react to uncertainty and we believe this to be the 
case at the moment. We expect profits to grow only marginally, but such an outcome is likely to result in a share 
price rebound as the outcome should be better than feared. 

0X 
 
Legal Information 
 
Franklin Templeton Investments Australia Limited (ABN 87 006 972 247) (Australian Financial Services Licence Holder No. 225328), 
Balanced Equity Management Pty Limited (ABN 78 006 987 613) (Australian Financial Services Licence Holder No. 247025) issues this 
publication for the benefit of the category of person described below with the intention to provide general information only and not investment 
or financial product advice. It is not addressed to any other person and may not be used by them for any purpose whatsoever. It expresses no 
views as to the suitability of the services or other matters described herein to the individual circumstances, objectives, financial situation, or 
needs of any recipient. This document has been prepared for circulation to persons who are AvSuper members. This commentary contains 
certain performance and statistical information intended for AvSuper members only. There is no assurance that employment of the investment 
philosophy will result in any intended targets being achieved. Past performance does not guarantee future results and results may differ 
over future time periods. 
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