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Market review

The Australian equity market experienced some profit
taking in January with the S&P ASX 300 Accumulation
Index down 6.17%. Selling pressure emerged over the
month as investors became increasingly concerned about
the risk of changes in policy settings. Commodities
underperformed as it became evident that Chinese
authorities were willing to tighten monetary policy to offset
increasing inflation risks. In the US, President Obama’s
proposal to re-regulate the bank sector also impacted
sentiment. Defensive stocks generally outperformed the
broader market, led by the REITs (-2.9%),
telecommunications (-3.1%) and utilities (-3.6%) sectors.
This was more than offset by the underperformance of the
energy (-7.1%), materials (-9.1%) and consumer staples
(-8.4%) sectors.

Company news was relatively quiet ahead of the much
anticipated reporting of the December interim financial
results. Several companies did, however, release market
updates. Companies to upgrade earnings included
Commonwealth Bank, Computershare and Flight Centre.
Meanwhile, Worley Parsons downgraded earnings
expectations. This was followed by Woolworth’s most
recent quarterly sales figures which disappointed the
market.

Domestic economic news-flow over the month remained
positive with further signs of strong employment, retail and
building markets. Although the RBA did not meet in
January, the market was clearly anticipating another rate
rise. In the US the economic data was more mixed. While
the latest ISM report indicates a US manufacturing
recovery, the more recent jobs, home sales and retail data
reflects continued weakness.

Strategy in review

The Bennelong ex-20 Australian Equities Fund achieved a
-5.25% return for the month versus the ex-Top 20 Index
return of -6.61%. The outperformance can be attributed to
overweight positions in the gaming & leisure and
discretionary sectors, together with the underweight
position in the energy sector. This was partially offset by the
negative returns attributable to the overweight position in
the transportation sector.

Outlook

Australia is uniquely positioned to benefit from a number
of factors which are driving strong economic growth. We
have a stronger national balance sheet than most
developed economies, and a large resource base which
is well positioned to benefit from growing global demand
for commodities. Furthermore, population growth and a
relatively strong employment market are positives for the
consumer and housing sectors.

While we are generally positive on the outlook for
equities, it is important to be aware of potential
headwinds. As the world weans itself off the
expansionary policy measures of recent times, investors
will be wary of tighter monetary policy, re-regulation, and
the potential re-emergence of public debt stress.

Performance

Since
Performance 1 mth 3 mths Inception*
Bennelong ex-
20 Australian -5.25% N/A 1.96%
Equities Fund
Benchmark” -6.61% N/A -0.22%
Value added +1.36% N/A +2.18%

* Inception date: 2 November 2009
# S&P ASX 300 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.




