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Market review

The Australian equity market reported a 2.05% increase in
February. While December profit results were generally
positive, investors became increasingly concerned about
sovereign debt default risks in Europe and the chance of a
Chinese slowdown. The top performing sectors were
consumer staples (+6.2%), health care (+3.8%) and utilities
(+3.2%). This was offset by the relatively weaker
performance of the telecommunications (-10.2%) and
energy (0.5%) sectors.

Company news was dominated by the profit reporting
season which was generally positive and resulted in
earnings upgrades. Many companies successfully reduced
operating costs and deleveraged balance sheets using the
proceeds from capital raisings and cash flow. In a strong
vote of confidence in the outlook for corporate earnings, the
bank sector disclosed better than expected bad debt
performance. There was a long list of positive results which
included AGL Energy, Asciano Group, Ansell, ANZ,
Bradken, CBA, New Corp, OneSteel, Resmed, Seek and
Wesfarmers. Conversely, companies with downgraded
outlooks included Aristocrat Leisure, Fosters, Primary
Health Care, QBE, Sonic Healthcare, Suncorp-Metway,
Tabcorp, Telstra, Toll Holdings and Westfield.

Domestic economic news remained positive as the RBA
kept rates on hold in February. The unemployment rate
surprisingly fell to 5.3% as consumer confidence moderated
and business conditions continued to improve.

Strategy in review

The Bennelong ex-20 Australian Equities Fund achieved a
2.81% return for the month versus the ex-top 20 index
return of 0.20%. The outperformance can be attributed to
overweight positions in the health care sector and media
sectors. This was patrtially offset by negative returns
attributable to the overweight position in the construction
sector and the underweight exposure to the real estate
sector.

Outlook

Although the RBA paused in February, it is clearly seeing
signs of a more sustained economic recovery which
concurs with the IMF’s recent upgraded guidance for
global GDP in 2010. While China led the recovery in
world growth last year, the market will be closely
monitoring the speed and magnitude of China’s
slowdown and the ability of the US and Europe to offset
the growth imbalance. Sovereign debt default risks and
tighter credit conditions will create some headwinds into
the recovery. Nonetheless, we continue to see upside in
the Australian equity market. The December results
confirm that many companies have emerged from the
downturn with better cost structures and stronger balance
sheets and are well positioned to benefit from any pick-up
in demand.

Performance
Performance 1 mth 3 mths Sz
Inception*
Bennelong ex-
20 Australian 2.81% 1.86% 4.83%
Equities Fund
Benchmark” 0.20% -1.53% -0.02%
Value added +2.61% +3.39% +4.85%

* Inception date: 2 November 2009
# S&P ASX 300 Accumulation Index excluding S&P ASX 20 Leaders
Index

This document is issued by Bennelong Funds Management Ltd (ACN 111 214 085, AFSL 296806) in relation to the Bennelong ex-20 Australian Equities Fund
(the Fund). The information provided in this document is general information only and does not constitute financial advice or a forecast. The content of this
document does not constitute tax or legal advice or an offer or solicitation to subscribe for units in the Fund. The information in this report has been prepared
without taking account of your objectives, financial situation or needs. Before acting on the information or deciding whether to acquire or hold a product,
consider its appropriateness and the relevant Product Disclosure Statement (PDS) which can be requested via the Bennelong Funds Management website
(www.bennfundsmanagement.com.au). The manager, their affiliates and associates accept no liability for any inaccurate, incomplete or omitted information of
any kind or any losses caused by using this information. All investments carry risks. There can be no assurance that the Fund will achieve its targeted rate of
return and no guarantee against loss resulting from an investment in the Fund. Past performance is not indicative of future performance.




