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Market review
The S&P/ASX Small Ordinaries Index rose 4.9% over the final quarter of 2009 but powered to 
a 57.4% gain over the full year. As in the broad market, small cap stocks generally performed 
well on the back of improved risk appetite, as  investor money moved back into the equity 
market including the small cap segment. A highlight over the year was the strong performance 
of mining and energy stocks, especially gold and soft commodities (later in the year). Unlike the 
large cap sector, smaller bank stocks underperformed throughout the year.

The best sector performers for the fourth quarter included Transport, Consumer Services and 
Diversified Financials, with the worst being Telecomms, Banks and Food, Beverage & Tobacco. 
Over the year the best performing sectors were Pharmacy & Bio, Retailing and Property Trusts, 
with the worst being Food & Staples Retailing, Food Beverage & Tobacco and Banks.

Contributors to performance
The Fund returned 5.4% in the December quarter, outperforming its Small Ordinaries 
benchmark return of 4.9%. We outline the key contributors to the quarterly relative return 
below.

Added value: 
—	 The overweight positions in Virgin Blue (+37%) and Mermaid Marine again delivered 

outperformance in the Transport sector.  
—	 A rise in junior service provider TPG Telecom (+34%), following further profit upgrades, also 

added value.
—	 The Media sector outperformed. Holdings in Austereo (+21%), Village Roadshow (+29%) 

REA (+29%) and Prime Media (+22%), and no holding in Ten Network (-12%), all contributed.
—	 Underperformance by agribusiness stocks AWB (-11%), Elders (-35%) and Graincorp (-18%) 

not held in the portfolio resulted in a positive return from the food sectors.

Detracted value: 
—	 The Capital Goods sector underperformed largely due to declines in Nomad (-38%) and 

Crane Group (-14%) following profit warnings, and RCR Tomlinson (-20%).
—	 The Energy sector underperformed. While Beach Petroleum (+24%) performed well 

this was more than offset by having no holding in Karoon Gas (+36%), which jumped on 
speculation regarding the success of its Browse Basin oil exploration, and Aquila Resources 
(+71%) on FIRB confirmation of a deal with a large Chinese steel mill.

—	 Commercial Services also detracted value. Increases in Spotless (+18%) and PMP 
(+17%) were offset by underperformance by Skilled (+1%) following a profit update, and 
Programmed Maintenance (-12%) on announcement of an acquisition and capital raising.

—	 The underweight position in Metals & Mining also detracted value for the quarter.
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Performance

Performance to 31 December 2009
Wholesale Fund

%
Retail Fund

%
Benchmark*

%
Value add†

%
3 months 5.1 4.9 4.9 0.2

1 year 46.1 44.7 57.4 -11.3

3 years p.a. -2.0 -2.8 -4.8 2.8

5 years p.a. 8.1 7.2 6.7 1.4

10 years p.a. 12.5 8.9 6.2 6.3

Since inception p.a.‡ 13.5 11.2 6.8 6.7

Calendar year to date 46.1 44.7 57.4 -11.3
*Benchmark: S&P/ASX Small Ordinaries Accumulation Index 
†Wholesale Fund
‡Wholesale Fund inception date 31 March 1988, Retail Fund inception date 25 October 1993
Investments can go up and down. Past returns are not a reliable indicator of future returns. Future returns may 
be affected by a range of factors including economic and market influences. Returns are calculated after fees and 
expenses and assume reinvestment of income distributions. Performance does not take into account entry fees of 
0-4% that may have been paid on retail funds.

Tracking error* to 31 December 2009

Tracking error %

1 year 11.8

3 years p.a. 9.1

5 years p.a. 7.6

*Wholesale Fund

Information Ratios to 31 December 2009

Information ratio

1 year -1.0

3 years p.a. 0.3

5 years p.a. 0.2

*Wholesale Fund

Fund size at 31 December 2009

Wholesale 218.3

Retail 10.8

van Eyk Research Limited (ABN: 99 010 664 632, 
AFSL: 237 917) (van Eyk) has conducted a review of, 
the processes undertaken by Adviser Edge Investment 
Research (ABN 95 094 329 110, AFSL 236 783) 
(Adviser Edge) in preparing their research reports on 
the property sector. van Eyk, in marking this report 
‘endorsed’, generally speaking confirms the investment 
recommendation outlined in the report on this product 
having regard to the contents of the report only. Adviser 
Edge’s rating and van Eyk’s endorsement could change 
or cease at anytime and should not be relied upon 
without referring to the meaning of the rating as well 
as the full report available to subscribers at www.iRate.
vaneyk.com.au. van Eyk has not reviewed the accuracy 
of this research information nor whether the report 
may have material or misstatements. This review and 
van Eyk’s recommendation does not take account an 
individual’s financial situation, needs or objectives. The 
recommendation is intended for professional financial 
advisers only and should not, and is not intended to 
be relied upon by investors in making an investment 
decision. van Eyk may from time to time receive fees 
from Adviser Edge for distributing its reports, however, 
no fee has been paid by Adviser Edge to van Eyk for it to 
endorse this report.



Annual returns versus benchmark

Largest holdings 

Top ten stock holdings* at 31 December 2009

% of portfolio

Healthscope Ltd. 4.7

Adelaide Brighton Ltd. 4.1

Programmed Maintenance Services Ltd. 4.0

Ramsay Health Care Ltd. 3.8

Mermaid Marine Australia Ltd. 3.2

Virgin Blue Holdings Ltd. 3.1

Ausdrill Ltd. 2.7

Challenger Financial Services Group Ltd. 2.7

SMS Management & Technology Ltd. 2.7

Tower Australia Group Ltd. 2.6

*Wholesale Fund
 
Note: Security selection is based on information at the time of investment. This information can change. 
You should not rely on this statement in making an investment decision about any security, but should make your own 
independent enquiries.
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This document has been prepared by Invesco 
Australia Ltd (Invesco) ABN 48 001 693 232, 
Australian financial services licence number 
239916, RSE licence number L0002530, who can 
be contacted on freecall 1800 813 500 or by writing 
to GPO Box 231, Melbourne, Victoria, 3001.

This document contains general information only 
and does not take into account your individual 
objectives, taxation position, financial situation or 
needs. You should assess whether the information 
is appropriate for you and consider obtaining 
independent taxation, legal, financial or other 
professional advice before making an investment 
decision. A Product Disclosure Statement (PDS) 
for Invesco’s range of Funds referred to in this 
document is available from Invesco. The PDS should 
be considered before making a decision to invest. 

Invesco is authorised under its licence to provide 
financial product advice, deal in financial products 
and operate registered managed investment 
schemes. If you invest in an Invesco Fund, Invesco 
may receive fees in relation to that investment. 
Details are in the PDS. Invesco’s employees and 
directors do not receive commissions but are 
remunerated on a salary basis. Neither Invesco 
nor any related corporation has any relationship 
with other product issuers that could influence 
us in providing the information contained in this 
document.

Neither Invesco nor any other member of the 
Invesco Ltd group guarantee the return of capital, 
distribution of income, or the performance of 
any of the Funds. Any investments in the Funds 
do not represent deposits in, or other liabilities 
of, any other member of the Invesco Ltd group. 
Investments in the Funds are subject to investment 
risks including possible delays in repayment and loss 
of income and principal invested. Invesco has taken 
all due care in the preparation of this document. To 
the maximum extent permitted by law, Invesco, its 
related bodies corporate, directors or employees 
are not liable and take no responsibility for the 
accuracy or completeness of this document and 
disclaim all liability for any loss or damage of 
any kind (whether foreseeable or not) that may 
arise from any person acting on any statements 
contained in this document.

© Copyright of this document is owned by Invesco. 
You may only reproduce, circulate and use this 
document (or any part of it) with the consent of 
Invesco.
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Outlook/strategy
Following the strong recovery since the bottom of the market in March 2009, shares appear 
appropriately valued on our earnings expectations. Investors will watch the forthcoming interim 
results season closely for evidence that earnings are recovering from the severe downturn 
which occurred in the second half of FY 2009. The partial withdrawal of some of the emergency 
government stimulus measures, which pulled forward some expenditures by both consumers and 
businesses, as well as higher interest rates, will slow growth.

While company earnings in the second half of FY 2010 are expected to be ahead of the previous 
corresponding period, higher borrowing costs, and in many cases, a significant increase in issued 
capital, will temper the growth in earnings per share. On balance, we remain optimistic on the 
outlook for the small cap sector.

In terms of portfolio strategy, our underweight exposure to Resources has been somewhat 
reduced over recent months. However, good quality investments remain elusive and this 
underweight is likely to remain in place.      

Sector allocation* as at 31 December 2009
Fund 

%
Benchmark†

%
Active weight 

%
Energy 3.4 12.6 -9.2

Metals & mining 12.2 22.7 -10.5

Materials ex-metals & mining 7.8 2.6 5.2

Industrials 27.1 18.3 8.8

Consumer discretionary 18.1 11.9 6.2

Consumer staples 0.0 4.2 -4.2

Health care 9.2 6.9 2.3

Financials ex LPTs 10.2 6.0 4.2

Listed property trusts 0.0 5.6 -5.6

Information technology 3.3 3.5 -0.2

Telecommunication services 2.2 0.1 2.1

Utilities 2.6 5.6 -3.0

Cash 3.9 0.0 3.9

Total portfolio 100.0 100.0
*Wholesale Fund
†Benchmark: S&P/ASX Small Ordinaries Accumulation Index

To learn more about the Funds, please call your Invesco representative or call freecall  
1800 813 500. You can also visit us at www.invesco.com.au.

The Lonsec Limited (“Lonsec”) ABN 56 061 751 102 rating (February 2005) presented in this document is limited to “General 
Advice” and based solely on consideration of the investment merits of the financial product(s). It is not a recommendation 
to purchase, sell or hold the relevant product(s), and you should seek independent financial advice before investing in this 
product(s). The rating is subject to change without notice and Lonsec assumes no obligation to update this document following 
publication. Lonsec receives a fee from the fund manager for rating the product(s) using comprehensive and objective criteria.

To the extent that any ratings, opinions or other information of Standard & Poor’s Information Services (Australia) Pty Ltd 
(ABN: 17 096 167 556, Australian Financial Services Licence Number: 258896) (“Standard & Poor’s) constitutes general 
advice, this advice has been prepared by Standard & Poor’s without taking into account any particular person’s financial 
or investment objectives, financial situation or needs. Before acting on any advice, any person using the advice should 
consider its appropriateness having regard to their own or their clients’ objectives, financial situation and needs. You should 
obtain a Product Disclosure Statement relating to the product and consider the statement before making any decision or 
recommendation about whether to acquire the product. Past performance is not a reliable indicator of future performance. 
Ratings can change or cease at any time and should not be relied upon without referring to the meaning of the rating. For more 
information regarding ratings please call S&P Customer Service on 1300 792 553 and also refer to Standard & Poor’s Financial 
Services Guide at www.assirt.com.au. Each analytic product or service of Standard & Poor’s is based on information received by 
the analytic group responsible for such product or service. “S&P” and “Standard & Poor’s” are trademarks of The McGraw-Hill 
Companies, Inc. 

2007 Standard & Poor’s Information Services (Australia) Pty Limited


