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Summary and Recommended Investment Strate

Shares continue to offer gogdlue, so remain fully invested in the recommended shares.

Investment Outlook.

As usual, both the economic situation and stockmarket Stockmarket Forecasts
give conflicting signals. Thatis perhaps not a bad thing! One-Month One-Year
When investorsvidelybelieve that the outlook is good -  Australia: 53% (Neutral) 46% (Neutral)

then everyone wants to buy shares but the economy andNew Zealand: 60% (Bullish) 34% (Bearish)

stockmarket are usualblreadyat a peak. When it is

widelyexpected that everything will get worse, no-one

wants to own shares but the economy and stockmarket /M/\

are usuallyalready at their lows. 95% of the times _

investors wander around in some middle ground ofg M

uncertainty . . . S \/“\
Willeconomies continue to grow (albeit slowly) orare ™ e anno

we headed for a double-dip recession? ShouldZ L\N

governments be stimulating their depressed economie§ < W

or imposing austerity measures to reduce ballooning

sovereign debt levels? The answers aren't clear and
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there is conflicting data to support different views and
different expectations and different decisions. S T
Welcome to a relatively “normal” stockmarket
investment environment! 2100
Any successful long term investment strategy must
therefore take into account the intrinsic uncertainty of 3 \
the stockmarket. Atits basic level, this is why we never \W“\
invest in just one share (or just five shares!), preferring
holdings in 20-40 or more companies. Those companie® \
will also be spread over a range of different industries. k\
There will be soméncomeshares, somgrowthshares
and somecyclical/recoveryshares. Some low risk w W
companies with low debts (that would survive the worst S S U VA SN
recession) and some higher risk, more leveraged 2007 N 2008 2008 2010
companies with higher debt levels (that would soar in Vs
value on an economic recovery). Ty »\ A
It also means avoiding “margin” loans. Margin \/A
leverage can completelyipe outa portfolio during the \ A
sort of market decline that happened in 2008! Margin W \0
loans will also erode long term returns owing to interest \ /w Py
costs, transaction costs and an unfavourable ,
“compounding” impact with market fluctuations (which v MW
we may more fully explain  (Continued on Page 16) ¥ W
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Performance Forecasts

"Performance Forecasts" are computer generated predictions of the relative future price performance of a company's shares over the next three to si
months. Performance Forecasts are calculatedvieny listed NZ share (except Investment Trusts) on a rating scale using the letters "A" (Highest potential
for capital appreciation over the next 3-6 months ), "B" (Above Average), "C" (Average), "D" (Below Average) and "E" (LoWnes®. predictions are

NOT buy or sell recommendations, but can be useful to help time planned purchases or sales, or to identify shares wibehystofljuand analysis.

Performance Price/Sales  PIE  Gross Performance Price/Sales  P/IE  Gross Performance Price/Sales  P/E  Gross

Forecast Price  Ratio  Ratio Yield Forecast Price  Ratio  Ratio Yield Forecast Price  Ratio  Ratio Yield
AMP Limited C 665 1.06 17 3.0 Jasons Media D 40 0.54 14 8.9 Pyne Gould Corp E 41 0.28 NE Nil
AMP Onyx Mgmt D 72 520 NE 9.8 Just Water Int. D 18 0.42 9 30.6 Rakon Ltd D 106 1.40 NE Nil
Abano Health. B 527 0.62 NE 5.7 Kathmandu Ltd E 164 N/A NE Nil Renaissance C 27 0.06 NE Nil
Affco Holdings D 37 0.17 7 Nil Kermadec Prop. D 46 3.13 NE 10.9 Restaurant Brds A 251 0.77 13 7.1
Air New Zealand C 114 0.26 58 8.1 Kingfish Ltd A 92 N/A 3 104 Rubicon Limited E 89 047 NE Nil
Akd Int Airport B 196 6.56 58 6.0 Kirkcaldie & St A 270 0.61 26 4.2 Ryman Health. B 205 9.32 13 4.3
Allied Farmers E 2.7 0.01 NE Nil Kiwi Property D 94 402 NE 9.0 Salvus Strat. C 74 N/A NE Nil
Allied Work. B 85 0.32 11 7.6 Life Pharmacy C 35 3.26 NE Nil Sanford Limited C 397 0.86 9 83
Barramundi Ltd C 70 N/A NE 25 Lombard Group D 3.0 0.40 NE Nil Satara Co-op B 70 0.20 12 4.1
Blis Technology D 11 8.70 NE Nil Lyttelton Port B 235 2.85 24 3.0 Savoy Equities D 1.2 N/A NE Nil
Briscoe Group B 113 058 11 838 Mainfreight Grp A 655 0.57 18 4.0 Scott Tech. Ltd B 121 121 NE 1.2
Broadway Ind C 30 0.39 NE Nil Marlin Global C 88 N/A 15 3.2 Sealegs Corp (e 24 196 NE Nil
Burger Fuel C 45 3.11 NE Nil Media Tech. E 3.0 0.41 NE Nil Seeka Kiwifruit B 299 0.36 NE 9.6
CDL Investments E 27 N/A 52 1.1 Methven Limited B 155 0.80 13 10.1 Skellerup Hold. B 74  0.62 12 4.8
CER Group Ltd E 1.2 0.65 NE Nil Metro. LifeCare E 191 3.99 NE Nil Sky Network TV C 501 2.82 22 4.0
Canty Bldg Soc. C 290 1.08 30 Nil Michael Hill B 69 0.64 15 4.2 Sky City Ltd B 299 2.05 15 7.4
Cavalier Corp B 259 0.70 13 83 Mid-Cap Index C 206 N/A NE Nil Smartpay NZ Ltd C 3.2 069 NE Nil
Cavotec MSL C 250 0.63 16 1.2 Millennium & C. C 41 1.32 12 4.2 Smiths City B 32 0.07 10 6.3
Charlie’s Group E 9.3 0.87 NE Nil Mowbray Collect E 75 2.27 NE Nil Sol. Dynamics E 40 0.39 NE Nil
Col Motor Co A 225 0.15 14 95 NZ Experience B 32 1.35 13 10.0 South Port NZ A 260 3.49 21 5.6
Comvita A 198 0.63 11 5.8 NZ Exchange Ltd C 141 3.97 71 6.6 Speirs Group B 40 0.37 NE Nil
Connexion C 10 0.67 NE Nil NZ Finance Hold E 20 0.47 NE Nil Steel & Tube C 219 0.51 20 5.5
Contact Energy B 580 1.25 29 6.9 NZ Farming Sys. D 58 578 NE Nil Sthn Travel D 10 0.07 NE Nil
Cynotech Hold. E 25 0.21 NE Nil NZ Oil & Gas * N/R 122 3.41 9 59 Tag Pacific Ltd D 18 0.11 8 52
Delegat's Group C 166 0.73 6 6.9 NZ Refining Co C 300 3.36 36 Nil TeamTalk Ltd C 200 1.32 10 14.3
Dominion Fin. C 1.0 0.01 0149.3 NZ Windfarms D 22 449 NE Nil Telecom Corp C 206 0.69 10 11.7
Dorchester Pac E 8.0 0.17 NE Nil NZ Wine CompanyC 140 0.97 9 41 Tenon Ltd C 95 0.13 NE Nil
Ebos Group Ltd A 655 0.24 16 5.5 NZ Wool Service D 32 0.15 NE Nil Tourism Hold. E 74 0.43 NE Nil
Ecoya Ltd E 80 6.76 NE Nil NZSX 10 Fund D 81 N/A NE Nil Tower Limited C 189 0.93 10 6.8
F & P Appliance E 50 0.31 NE Nil NZSX 50 Port. (e 124 N/A NE Nil Training Sol. D 0.1 5.00 NE Nil
F & P Health. B 288 2.93 21 6.2 NZX Aust MidCapD 501 N/A  NE Nil Trust Power Ltd B 715 2.97 19 7.6
Finzsoft Sol'ns B 32 037 10  Nil Nat Property Tr C 55 3.78 NE 8.2 Turners & Grow. C 140 0.25 17 7.1
Fletcher Build. B 735 0.63 13 6.4 New Image Group C 30 0.71 5 71 Turners Auction A 125 0.49 10 13.7
Freightways Ltd C 268 1.18 12 8.8 Northland Port B 160 N/A 25 49 VTL Group Ltd B 1.5 0.01 O Nil
Genesis Res. D 4.0 7.02 NE Nil Nuplex Indust C 294 0.37 33 1.7 Vector Ltd B 206 1.75 12 95
Goodman Prop. D 92 595 NE 9.2 Opus Int'l Cons D 163 N/A NE Nil WN Drive Tech. C 9.5 239 NE Nil
Guinness Peat E 66 045 NE 34 Oyster Bay C 140 1.07 8 7.1 Wakefield HIith B 668 1.23 15 3.8
Guocoleisure C 60 1.32 8 27 Ozzy (Tortis) D 335 N/A NE Nil Warehouse GroupB 349 0.63 14 8.6
Hallenstein G. A 384 1.16 18 7.8 PGG Wrightsons E 52 0.13 NE Nil Widespread Port*N/R 12 N/A 5 Nil
Hellaby Hold. B 181 0.19 17 4.7 Pac Edge Bio. D 23 N/A NE Nil Windflow Tech. D 110 0.42 NE Nil
Heritage Gold * N/R 21 N/A NE Nil Pike River Coal E 96 N/A NE Nil Wool Equities C 17 N/A NE Nil
Horizon Energy A 406 3.34 17 6.0 Port Tauranga A 670 6.25 20 538 World Index Fd D 104 N/A NE Nil
ING Med. Prop. C 124 0.00 NE 6.9 Postie Plus Grp C 32 0.12 21 Nil Xero Ltd D 151 N/A NE Nil
ING Property D 69 478 NE 10.9 Property F Ind. C 112 765 NE 8.1 Zintel Comm. D 26 0.29 52 13.7
Infratil NZ B 161 0.50 32 33 Propertyfinance D 3.0 0.05 NE Nil Ave of 136 Cos C 152 0.00 6 49
Inv Research Gr E 1.1 0.42 NE Nil Pumpkin Patch C 175 0.71 NE 53
AGL Energy Ltd 1515 1.15 9 3.6 Crown Ltd 832 2.79 26 4.4 Nufarm Limited B 403 0.34 12 7
AMP Ltd 533 0.93 15 3.0 DUET Group 166 1.36 NE 14.6 OZ Minerals Ltd D 122 6.23 NE il
ANZ Bank 2218 3.61 36 4.6 David Jones 483 1.22 15 5.8 Oil Search Ltd B 584 N/A 51 5
APA Group 371 1.95 23 3.2 Deutsche Div Tr 131 6.10 14 7.1 Onesteel Ltd B 311 0.57 18 2
APN News Media 204 1.18 13 20 Dexus Property 81 489 NE 90 Orica Ltd A 2501 1.21 17 9
ASX Limited 2941 6.03 16 5.6 Djerriwarrh 393 N/A 33 6.6 Origin Energy B 1569 1.70 26 2
AWE Limited 167 1.47 10  Nil Downer EDI Ltd 449 0.25 8 65 Pacific Brands D 90 0.42 NE 5
AXA Asia Pac 560 1.90 17 3.3 Energy Resource 1375 3.36 10 2.8 Paladin Energy D 394 N/A NE il
Adelaide Bright 314 2.02 86 4.3 Equinox Min. 498 N/A NE Nil Panaust Ltd B 59 4.40 80 il
Alumina Ltd 176 N/A NE 1.1 Extract Res. 678 N/A NE Nil Perpetual Ltd B 3038 3.44 34 3
Amalgamated HIid 570 1.08 11 5.6 Fairfax Media 145 1.31 NE 14 Platinum Asset B 513 N/A 23 9
Amcor Ltd 653 0.62 28 5.2 Flight Centre 1835 1.07 48 0.5 Premier Invest B 652 1.13 12 4
Andean Res. 427 N/A  NE Nil Fortescue Metal 444  6.05 22 Nil Primary Health B 342 1.11 12 1
Aneka Tambang 120 N/A  NE 10.0 Foster’'s Group 572 2.35 25 438 Q.B.E. Insur. B 1705 1.01 8 5
Ansell Ltd 1322 1.32 15 21 GPT Group 287 9.75 46 1.6 Qantas Airways C 252 0.41 51 il
Aquarius Plat. 446 3.91 59 1.3 GWA Internat’l 294 1.29 18 6.1 REA Group Ltd B 1047 794 NE (0}
Aquila Res. 833 N/A NE Nil Gloucester Coal 1245 4.45 31 Nil Ramsay Health A 1453 0.79 24 6
Argo Investment 584 N/A 23 4.6 Goodman Group 63 N/A° NE 154 Reece Australia A 2337 1.54 24 2
Aristocrat Leis 345 2.03 NE 7.0 Goodman Fielder 125 0.69 10 8.4 Rio Tinto Ltd B 7143 0.88 8 7
Arrow Energy 468 N/A 9 Nil Graincorp 627 0.72 20 1.2 Riversdale Min. C 982 N/A NE il
Asciano Group 169 0.69 NE Nil Harvey Norman 350 2.58 17 3.1 S/Tracks ASX200A 4181 N/A NE

602 094 21 3.6 SP Ausnet

226  3.60 71 49 Santos Ltd

11 1.87 NE Nil Seek Ltd

61 471 NE 15.8 Sims Metal Mgmt
638 397 92 0.6 Sonic Health
536 3.83 NE Nil Soul Pattinson
337 1.59 NE 1.3 Spark Infrastru
349 094 40 29 Stockland

145 N/A  NE 13.8 Straits Res.

841 6.08 24 40 Suncorp-Metway

Aust Foundation
Australand Prop
Aust Infra.
Austar United
BHP Billiton
Bank of Q’land
Bendigo Bank
Billabong Int’l
Bluescope Steel
Boart Longyear

477 N/A 26 4.4 Healthscope

272 228 NE 1.8 Henderson Group
186 9.19 11 7.0 Hutchison Tel.
96 1.78 20 il ING Office Fund

4040 2.18 NE IOOF Holdings

1018 0.93 14 lluka Resources
845 1.02 13 Incitec Pivot

862 1.30 14 Insurance Aust.
232 0.41 NE Intoll Group

313 1.31 NE Iress Mkt Tech

1397 5.33 27
723 N/A 44
1691 0.36 NE
1027 1.31 23
1270 3.91 13
117 4.26 10
388 3.93 19
145 1.93 9
799 0.67 28

NN RO

Boral Limited 440 0.55 19 JB Hi-Fi Ltd 2030 0.81 19 33 TPG Telecom Ltd 145 2.12 58
Bradken Ltd 763 1.05 15 James Hardie 557 1.83 NE Nil Tabcorp Holding 629 0.91 8
Brambles Ltd 523 1.47 14 Kardoon Gas 697 N/A NE Nil Tatts Group Ltd 239 0.93 11
Brickworks Ltd 1162 2.60 5 Kingsgate Cons. 980 826 29 15 Telstra 292 1.45 9
Bunnings W/hse 193 N/A 9 Leighton Hold 2890 0.65 20 4.0 Ten Network 165 1.90 NE il
C'wth Prop Off. 94 576 NE Lend Lease Grp 709 023 NE 538 Toll Holdings 576 0.71 15 3
C.S.R. Ltd 171 0.69 15 Lihir Gold Ltd 431 838 51 05 Tower Australia 216 094 17 4
CFS Retail Prop 191 858 NE MAp Group 302 464 NE 7.0 Transfield Serv 320 0.39 11 8
CSL Limited 3279 3.90 17 Macarthur Coal 1269 4.64 19 1.0 TransPacific In 107 0.39 NE il

1045 0.16 9
3122 238 26
496 N/A 96
604 255 32
357 0.98 NE
25 329 NE 1
9477 3.50 14
1196 1.97 20
6962 5.35 25
Com’'wealth Bank 5148 2.02 14
Computershare 923 2.85 16
ConnectEast Grp D 40 6.38 NE
Cons Media Hold A 315 6.16 5

Caltex Austrlia 474 8.21 NE
Campbell Bros
Carsales.com
Centennial Coal
Chal Financial
Chart H Office
Coal & Allied
CocaCola Amatil
Cochlear Ltd

Macquarie Group
Metcash Ltd
Milton Corp.
Minara Resource
Mineral Res.
Mirvac Group
Monadelphous Gr
Mt Gibson Iron
Nat'l Aust Bank
Navitas Ltd

New Hope Corp.
Newcrest Mining
News Corp.

3845 2.00 12 4.8 Transurban Grp
439 0.29 15 5.9 UGL Limited 1377 0.48 16
1584 N/A 21 45 Wesfarmers Ltd 3096 0.70 23
82 2.13 20 Nil Westpac Banking A 2252 3.96 52
850 4.07 24 23 West Aust News A 651 3.44 15
132 220 NE 6.1 Westfield Group 1231 6.89 NE
1426 1.09 17 5.2 Western Areas B 501 N/A  NE
172  3.33 14 Nil Whitehaven Coal A 607 5.05 32
2387 1.48 19 6.1 Woodside Petrol A 4151 7.41 18
441 271 23 4.3 Woolworths Ltd A 2674 0.66 18
480 5.59 15 17.1 Worley Group A 2219 0.92 14
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Recommended Investments

CDL Investments lifted revenues 7%-fold to $5.5 The recent first half result is similar to the June 2008
million for the six months to 30 June 2010, with profits half year, but still around 80%wer than the half year
recovering from a very smalbss(of $31,000) in the to June 2007CDL Investments has successfully down-
same period last year to $1,684,000 (0.7 cent per share)sized its business to match the depressed property
The company sold 32 sections, up from just three in the market - remaining profitable and generatpuasitive

previous period. cash flows - but is operating at less than one-quarter of
The net operating surplus was $1.6 million, compared its potential.
with adeficitof $1.1 million a year earlier. The company has (Continued on Page 4)

Portfolio of Recommended Investment$

CURRENT Perform-  Issued Vola-  Price/  Price/ Gross Recent  Cash Total
ADVICE Com pany Initial Recommendation m ance Shares ftility Sales Earnings Dividend Share Dividends Return
Code - Date - Price Forecast (mil) Ratio Ratio Ratio Yield  Price Rec'd %
NZ Shares

HOLD+ CDL Investments Ltd CDI 12/01/99 25 E 2434 15 1274 52 11 27 29.9 +128%
HOLD+ Cavalier Corporation CAV 05/12/95 156* B 671 1.0 0.70 13 8.3 259 249.0 +226%
HOLD Colonial Motor Company CMO 10/11/92 128* A 327 05 015 14 95 225 307.3 +316%
HOLD Lyttelton Port Company LPC 12/12/00 150 B 1023 0.6 285 24 30 235 748 +107%
BUY Michael Hill Int'l Ltd MHI  11/06/91 5* B 3825 09 064 15 4.2 69 29.4+1868%
HOLD+ Nuplex Industries Ltd NPX 11/02/97 523* C 1898 1.1 0.37 33 1.7 294 377.0 +28%
HOLD Postie Plus Group PPG 08/05/06 71 C 400 1.7 012 21 Nil 32 85 -43%
HOLD+ Renaissance Corp RNS 13/08/96 85* C 442 1.8 0.06 NE Nil 27 539 -5%
HOLD Smiths City Group SCY 09/10/06 64 B 530 1.6 0.07 10 6.3 32 130 -30%
HOLD South Port New Zealand SPN 13/02/96 120 A 262 0.6 349 21 56 260 121.8 +218%
HOLD Steel & Tube Holdings STU 08/08/00 146 C 884 0.7 051 20 55 219 2345 +211%

Australian Shares (in Aust cents)

BUY AJ Lucas Group AJL 13/05/03 120 B 649 0.6 026 11 7.9 203 410 +103%
BUY Ammtec Ltd AEC 11/01/10 257 A 365 05 239 19 49 355 6.5 +41%
HOLD+ Atlas South Sea Pearl ATP  14/05/96 73 D 89.2 23 126 NE Nil 10 175 -63%
HOLD Breville Group Ltd BRG 13/11/06 171 A 1295 0.6 0.67 18 25 223 220 +43%
HOLD Campbell Brothers Ltd CPB 12/10/99 389* A 63.0 0.3 238 26 3.2 3122 539.0 +841%
BUY Cardno Ltd CDD 14/12/09 399* B 983 0.5 066 10 72 390 136 +1%
HOLD Cellnet Group Ltd * CLT 12/02/02 147* C 76.8 1.3 027 NE Nil 30 324 -53%
BUY Challenger Wine Trust CWT 12/01/09 30 C 1703 1.7 097 NE 374 19 6.7 -15%
HOLD- Charter Hall Group CHC 06/04/09 30 C 9773 09 6.98 NE 8.3 60 2.6 +109%
HOLD+ Circadian Technologies CIR 10/02/04 188 D 452 09 937 NE Nil 64 650 -31%
HOLD+ Clarius Group Ltd CND 08/04/03 82* C 797 1.0 014 23 Nil 64 655 +57%
HOLD+ CPT Global Ltd CGO 10/03/08 88 B 368 0.9 049 10 9.3 59 73 -25%
BUY Devine Ltd DVN 13/11/06 84* B 5521 15 0.19 5 122 25 169 -51%
HOLD+ Ellex Medical Lasers ELX 14/03/06 49 B 849 19 023 32 Nil 16 Nil  -67%
BUY Fiducian Portfolio Ser FPS 11/02/08 260 B 324 0.8 191 13 52 130 17.0 -43%
BUY Finbar Group Ltd FRI 12/04/10 106 B 1418 0.8 248 7 7.3 96 5.5 -5%
HOLD+ lluka Resources Ltd ILU 12/10/04 471 B 4187 04 383 NE Nil 536 64.0 +27%
BUY Integrated Research IRl 14/01/08 40 B 1668 1.1 170 12 6.6 38 9.0 +17%
HOLD MnetGroup*! MNZ C 2083 3.3 0.88 NE Nil 4%

HOLD M2 Telecommunications MTU 09/10/06 33 A 1085 0.6 1.06 29 28 199 185 +559%
BUY Melbourne IT MLB 10/02/04 53 A 790 0.6 085 10 7.0 215 59.0 +417%
BUY Nomad Building Sol. NOD 16/08/10 15 B 1373 19 0.05 1 300 15 Nil

HOLD Photon Group Ltd PGA 10/11/08 132* B 1543 0.8 0.17 4 123 102 118 -14%
BUY Probiotec Ltd PBP 11/02/08 116 B 471 0.7 0.69 7 26 127 7.3 +16%
HOLD+ Prophecy International PRO 08/09/08 26 B 458 1.4 214 7 142 30 6.3 +39%
HOLD- Ross Human Directions RHD 14/08/01 92 A 835 09 0.14 7 5.6 62 358 +6%
HOLD  Skilled Group Ltd SKE 12/03/02 126 B 1236 0.8 0.08 5 84 125 132.0 +104%
HOLD Technology One Ltd TNE 11/11/03 44 A 3003 0.8 206 16 45 84 214 +140%
BUY TFS Corporation Ltd TFC 08/01/07 45 B 1913 0.8 161 4 5.3 80 9.4 +99%
HOLD+ The Reject Shop Ltd TRS 11/01/05 257 A 258 0.3 101 22 3.4 1610 2205 +612%
HOLD+ Village Roadshow PREF 10/08/09 77 00 20 NA 0 Nil 230 9.0 +210%

The average Total Return (i.e. both Capital Gains/Losses plus Dividends received) of all currentinvestments from initial recommendation is +156.6%.
This is equal to an average annual rate of +23.4%, based upon the length of time each position has been held.

The average annual rate of gain of ALL recommendations (both the 41 current and 147 closed out) is +28.9%, compared with a market gain of
+4.3% (by the SRC Total Return Index).

CURRENT ADVICE is either Buy, Hold+, Hold, Hold- or Sell. Hold+ indicates the most attractive shares not rated as Buy. Hold- indicates relatively
less attractive issues.

* Initial Recommendation Prices adjusted for Share Splits, Bonus and Cash Issues.

(1) Cellnet Group includes 1% shares of Mnet Group distributed to shareholders.

Copyright © Securities Research Company Ltd



Page 4 Market Analysis
Recommended Investments Michael Hill International

(Continued from Page 3) 130
experienced demand mainly for “lower priced sectionsin i 1 -
the South Island”. Sales in the second half are expected; iyl .
to be “not as positive”, withincreased GST and increases i

.”Hl.\_ﬂ 90
ininterest rates (for home owners) likely to keep demand h |
depressed. i,

CDL Investments is debt-free and has substantial ’U}
land assets throughout New Zealand, so will eventually
benefit significantly from an upturn in the residential
property market.

CDL Investments
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! Wi i H“if”x‘h @ Renaissance Grouphas lifted revenues 6.5% to
\! M o $100.9 million for the half year to 30 June, with profits up
1 m 2Y>-fold to $473,000 (1.0 cent per share). Thisrecovery,
L [ 30 however, is off last year's low result and is still well below

{
\”HWM bl M the $1.5 million first half profitin 2008.
L ' * The net operating cash surplus was down 54% but
[ H* ‘MI‘HI still very high at $1.3 million. Interest bearing debts are
20 down from $3.7 million ayear ago to just $600,000 now.
Renaissance Group
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Cavalier Corporation has upgraded its profit forecast
(for the year ended 30 June 2010) from $14.5-15.5
million to $16.3-16.7 million (24%2-25 cents per share). i 50
That is a 19-22% improvement on the previous year. . 40

Cavalier Corporation ”»w‘
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I
i ymt - South Port NZ has upgraded its net profit forecast
J “ i for the June 2010 year to $5.6-5.8 million (21%-22 cents
| 150 per share), excluding the one-off, non-cash adjustment

|
HI to tax owing to recent tax changes. This is a 70-75%
improvement on the 2009 result.
The company also announced “reaching a favourable
proposed agreement withZz Aluminium Smelters”
Michael Hill International has made asmallchange and “busierthan normal cargo and warehousing activity”
tovalues used inits December 2008 restructuring (which at its other port assets.
is already yielding significant tax savings) following a South Port NZ
query from theAustralian Tax Office. The company
has asked its independent expert to re-assess the $29. {
million valuation of the intellectual property involvedin
the restructuring between wholly-owned subsidiaries. | " |
As aresultit has adjusted the value of the transactiontoi -~ .
$274 million. This requires a similar change to deferred
tax and current taxes - but will continue to generate 95% I
of the tax advantages. The ATO has provided rulings on
the “technical aspects of the transaction” and the company
will seek rulings from NZ'sinland Revenue
Department to “obtain certainty on some of the NZ
aSpeCtS" é067' ‘ 2608HI T IIZOIOE‘)H TrrTrTT 2(".)1b‘ T
Perhaps the companyigxtexpansion should then

be to establish a tax consultancy division - as clearlyits  St€el & Tube I;Ioldinqs has reported annual
intellectual propertyis not limited to international revenues down 21.6% to $378.0 million for the yearto 30

retailing but extends to international tax planning. June 2010. The netprofitwas 62.1% lower at $9,903,000
(11.2 cents per share) and a final 5.0 cents dividend will
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August 16, 2010.
make the annual dividend 55.3% lower at 8.5 cents (plus
fullimputation tax credits).

There is also a $4.2 million charge in the profit
statement for changes in deferred tax resulting from the

Page 5
The net operating surplus was 51% lower at $5.9
million.
Campbell Brothers sees its acquisition of Ammtec
as important to broaden the group's range of technical

recent tax changes - but this is a non-cash accountingservices and to continue involvement with resource

entry - so should be ignored.
The net operating cash surplus was down 53%, but mining operations. Campbell Brothers sees the global
still very high at $26.9 million. Interest bearing debts market for metallurgical services as “relatively small”
were reduced from $47.5 million to $35.9 million. That compared with its existing businesses, but would further
is a low debt level compared with Shareholders' Equity expandthe Ammtec business internationally and “remains
of $145.5 million.
Steel & Tube Holdings
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Australian Shares
(This section is in Australian currency, unless stated.)
AJ Lucas Group has downgraded its June 2010 profit
expectations to ssof $4 million (before interest, tax
and depreciation) owing to delays receiving government
approval to commence work on tl®rgon Projecs
Barrow Island landfall (so most of the profit from this
project will now fall in the June 2011 year).

The company, however, continues to experience
“very strong” demand for drilling services and has made
“substantial progress” in preparing for the development
of coal seam gas export projects in Queensland.

AJ Lucas Group
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Ammtec has reported revenues just 2.1% lower at
$54.3 million for the year to 30 June 2010. Net profits are
down 6.5% to $6,894,279 while earnings per share are
30.0% lower at 18.9 cents (owing to new shares issued
to finance expansion during the year). The directors
have resolved to pay an 11.0 cents final dividend in
October which will lift the annual dividend rate 9.4% to
17.5 cents.

This final dividend ignores Campbell Brothers'
takeover offer which (among other things) is conditional
upon Ammtec directors seeking its approval for any

dividend payment.

clients during the design and construction phase of

determined to see a successful outcome”. Campbell
Brothers reported a 9.99% interest in Ammtec on 7 July
and is required to disclose every 1.0% increase. Over
the last 5% weeks it has made no further disclosure - so
obviouslyfew, if any, Ammtec shareholders are accepting
the current takeover offer! To be successful, Campbell
Brothers will probably need to negotiate with Ammtec
and improve their offer.

Investors should continue to ignore the Campbell
Brothers takeover offer which is very unlikely to succeed
in its current form.

Ammtec
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Atlas South Sea Pearls predicting a net profit of
$3.0-3.5 million (3.4-3.9 cents per share) for the first half
year to June 2010. This result includes the benefit of a
$1.4 million tax refund and $1.3 million revaluation of
agricultural assets, but operating earnings will be around
$800-900,000 - up four-fold on the same period last year.

Revenues will be 63.5% higher at $5.0 million, with
the company now grading and selling its own pearls
direct to over 25 international buyers.

Second half revenues are expected to be around $5
million.

Atlas South Sea Pearl
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Campbell Brothersreports mineral sample volumes
have recovered close to their peak in 2008 - but revenues

are still lower and the compar({ontinued on Page 6)
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(Continued from Page 5)
has higher costs from expanded capacity and new
laboratories.

The newlndustrialtesting division (i.e. the recently
acquired business of PearlStreet) has been integratec
and rebranded as part of the ALS Laboratory Group.
The company is focusing upon improving profit margins
and will then expand the business internationally through
its existing laboratories during 2011. The Industrial
division could “grow to be the largest business unit within
ALS within the next decade”. Thatwould add $200-300
million to group revenues and $50-150 million to earnings!

Cardno has upgraded its June 2010 profit forecast to
$36-37 million (up from the $34-36 million predicted a
month ago).

Cardno
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Charter Hall Group has launched a new fur@harter
Hall Industrial Fund which will seek to raise a minimum
of $14.2 million in equity from investors. The group has
initially invested in this fund to enable it to purchase a
$23.2 million property in Melbourne, leased for 15 years
to Toll Holdings at an initial yield of 8.6%. These units
will be on-sold to investors during the retail equity raising.

The group's wholesale fun@ore Plus Industrial
Fund, has also agreed to purchase a 27,00head
office and distribution facility to be developed by the
group's 50% owned development company, CIP. This
investment, valued at $55.5 million at completion, will
offer an 8.0% initial yield, with 3.25% fixed annual rent
increases over the 13 year lease.

Charter Hall Group
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Clarius _Group's quarterly Skills Indexreport

the next three years.

Clarius Group

Market Analysis
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Finbar Group has declared afinal 5.5 cents dividend,
raising the annual dividend rate 7.1% to 7.5 cents.

Finbar Group
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M2 Telecommunicationshas published forecasts

for strong growth over the current year to June 2011.
Revenues are forecast to rise around 12% to $425-445
million, with net profit up about 52% to $22.0-23.5 million
(18-19 cents per share).
M2 Telecommunications
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Mnet Group generated a June quarterly operating
cash surplus of $8,000. Cash on hand at 30 June was
$670,000.

Photon Group has released some details of its
proposed capital restructuring and negotiations over
deferred considerations.

Liabilities for deferred consideration do not appear to
have changed significantly. The amounts will be “capped”
-butas “determined inthe original acquisition agreements”
or undisclosed “agreed upon caps” (whichuldstill be

predicts “an emerging skills shortage” which it expects above current liability levels). That is no reduction and

to drive skilled labour rates up by over 5% annually over Poténtially the amounts payable could increase further.
35% of the deferred consideration will be paid when
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due in cash, with a further 15% settled in Photon Group 4.9% drop in revenues to $373.9 million but a 69.6%
shares at the issue price of the proposed capital raising.increase in profits to $6,906,000 (8.3 cents per share). A
Thatpriceis likely to be tHewest price atwhich Photon  final 2.0 cents dividend will lift the annual dividend
Group shares will trade (unless, of course, the company 100.0% to 3.5 cents.

fails) so these shares will givedditional potential The net operating surplus was down 40%, but very
benefits to the vendors! high at $13.6 million. Over the last year interest bearing
The final 50% “will only be paid if” undisclosed debts have fallen from $12.7 million to $5.1 million.
“specified future financial metrics are met by Photon” The scheme of arrangement is effectively a negotiated
which is a meaningless statement whichildimpose takeover which becomes compulsory with just 75%
tough financial obligations @ouldimposeno additional support from shareholdeveho votecompared with a

financial standards. Previous obligations could only be regular takeover that requires 90% acceptancesdiom
paidif Photon Group was solveahdhad the cash or  shareholders.
undrawn debt facilities (i.e. which is doest have) to Although this takeover offers a 60% premium to the
meet these debts. shares' recent market price, it values the company at a
Media speculation now suggests the company will relatively low Price/Earnings ratio of just 7.4 and a
seek to raise around $110 million from a placement and Dividend Yield of 5.7%. A hostile takeover at this price
a 1 for 3%z cash issue at 10 cents per share. That wouldand requiring 90% acceptances) would probaday
offer about 44 million shares to existing shareholders succeed, but structured as a scheme of arrangement -
(raising $4Y2 million), about 265 million sharestovendors and presumably supported by the Managing Director
(funding $26%2 million of deferred consideration)and 790 who owns 44.6% of the company - we would expect it
million shares ($79 million) to institutions and large to be passively accepte@hen the directors agree to a
shareholders who patrticipate in the share placement.scheme of arrangement (as they have done in this case)
Issued capital would increase 8-fold to around then it is very difficult for shareholders to reject the
1,254,000,000 shares - significantly diluting the interests takeover. Perhaps only 40-60% of shares will ever be
of existing shareholders! voted, so the scheme can become compulsory with just
Details of the capital raisingpuldbe announced in ~ 30-45% support. There is, however, always a small
the near future with the shares then recommencing chance of a higher rival offer.
trading on the stockmarket - at a much reduced price! Formerly listed in the Australian stockmarket,
Prophecy International Holdings predicts profits Peoplebank was itself taken over by a private equity
for the year ended June 2010 will be about 60% lower at company a year ago on a P/E ratio of 1Q86similar
around $0.8 million (1.7 cents per share) - owing to “a valuation would price Ross Human Directions shares at
number of incomplete transactions at year end” (i.e. 88 cents!
carrying revenues and profits into the next financial Ross Human Directions shareholders will vote on the
year) as well as the higher Australian dollar (depressing scheme of arrangementin mid October with payment for
the value of revenues earned in US dollars and Poundsthe shares to be made in early November.

Sterling). We would recommend holding onto the shares at this
Afinal 0.5 cent dividend will resultina 41.2% lower stage (to receive at least the 61% cents plus 2 cents
annual dividend of 2.5 cents. dividend), but investors requiring casbuld sell on-
Cash on hand at 30 June was $4.45 million (9.7 cents market for about 61%2-62 cents now.
per share). Ross Human Directions
Prophecy International Holdings . .
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Technology Onehas opened its new 6708r$12
Ross Human Directionsis to be acquired by million Research & Development facility in Brisbane,
Peoplebank Holdingsunder a scheme of arrangement consolidating three offices and bringing its over 350
for 61.5 centsin cash - plus Ross Human Directions will software developers together. Over the next five years
pay a final 2.0 cents dividend. the company will spend $150 million developindNesxt
For the year to 30 June, the company has reported aGen new software.

(Continued on Page 8)
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Village Roadshowis proposing to convert our Class
A Preference shares into one ordinary shato buy

Market Analysis

usually pay this later this calendar year and can defer
declaring the dividend which would then accumulate and
need to be paid at some stage in the future. Clearly it
could be in the interests of tbedinary shareholders to
remove this annual dividend obligation topineference
shareholders - for which the preference shareholders
should be paid some reasonable compensation!

As stated aboveve recommend that the preference
shareholders vote against a one for one conversion!
This, of course, assumes that Village Roadshow directors
offersthe preference shareholders a vote! In 2004, the
company attempted to buy out the preference
shareholders at 125 cents, seeking to push through the
buy-back by allowing only the ordinary shareholders to
vote . . . but the courts intervened and preference
shareholders rejected the deal!

Village Roadshow's 52.15% owned listed radio
subsidiaryAustereo, has reported a 4.2% higher profit

back up to 15,000,000 ordinary and/or preference sharesys ¢47.1 million (13.7 cents per share) and lifted its

at a cost of at least $35 million.

This is anunattractive conversion as the preference
shares would lose their extra dividend entitlements (i.e.
toaminimum 10.175 cents annual dividend or a dividend
3.0 cents higher than the ordinary shares).
Documentation will be sent out later this month and
preference shareholders should latete againstthis
conversion!

The share buy-back (from the minority, public
shareholders) is necessary to allow Village Roadshow
Corporation (i.e. the major shareholder, owned by the
executive directors) to retain a controlling 50% interest
in the ordinary shares. Village Roadshow Corporation
owns 68% of the ordinary shares but none of the non-
voting preference shares.

The buy-back becomesssibldollowing the group's
40.89% ownedVillage Roadshow Entertainment
Groupobtaining additional long term financing. This has
allowed it to repay a US$17.5 million loan to Village
Roadshowanda US$20 million loan to a third party,
cancelling aguarantee from the parentcompany. Village
Roadshow, however, will still need to raise the additional
$35-40 million of debt from its bankers and, given its
existing high debt levels, that is far from a certainty.

Funding terms for the $35-40 million buy-back would
likely include “potential restrictions” on future dividend
payments.That is, the company may not pay dividends
in the near future. Perhaps it would make more sense for
the company to pay regular dividends rather than spending
large amounts of cash on share buy-backs.

The preference shares are an outdated security anc

conversion makes sense . . . butin consideration of their
additional dividend rights, a fair conversion would be
one ordinary sharplus 30-40 cents in cash - @ix
ordinary shares for every five preference shares. There
is no benefit to the preference shareholdersina 1 for 1
conversion!

The preference shares already have an accumulatec

entitlementto a 10.175 cents dividend for the year ended
30 June 2010 (while there is no obligation to ever pay a
dividend on the ordinary shares). The company would

annual dividend 6.6% to 9.7 cents.

Every 10,000 ordinary or preference sharesin Village
Roadshow (worth $23,000) gives investors an indirect
investment in 27,250 Austereo shares (worth $48,641).
A buy-back of 15 million Village Roadshow shares
would increase this to 35,200 Austereo shares (worth
$62,832).

Austereoisjust one of Village Roadshow's divisions.
Village Roadshow shares are bathder-valuedand
highly leveraged (with debt) so provide an investmentin
some significant assets and operating businesses. The
group is not particularly well managed (but that is
perhapsimproving), butthis under-valuation and leverage
offers the potential for further significantincreasesin the
value of the shares.

Village Roadshow (ordinary)
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Share Recommendation:
Buy Nomad Building Solutions

BUY Nomad Building Solutions (code NOD). Residential Truss Systems Ptyhich manufactures
Nomad Building Solutions specialisesin modular building steel wall and roof framing, steel floor chassis, light
construction, mainly for resource projects in remote structural steel fabrication and concrete floor slabs - with
locations. The company has suffered a series of problemsa “significant amount of RTS product” used by all of
over the last two years, owing to the recession and Nomad Building Solutions' existing businesses! This
mining downturn resulting in a drop in the demand for acquisition cost under $2 million in cash.
new mine accommodation, plus problems with All of these acquisitions make sense. The company
management systems and cost controls on longer termpaid relatively low valuations to acquire businesses
contracts. As a result the shares have lexémemely which both expanded its core business and market share
volatile and the company has gone from being very while also expanding into hew locations and acquiring
profitable to predicting &ssfor the June 2010 year. customers in different industries. The company also

Despite industry predictions édng termdemand took advantage of its high share price to pay for
growth for modular buildings for the mining and other acquisitions with shares (i.e. issued at prices around 235-
industries, current contract wins indicate that Nomad 297 cents), rather than fatally running up high debtlevels.
Building Solutions' revenues will remain depressed over Recent Results
at least the next 12-18 month€an new management Inthe year to June 2007, the group reported revenues of
save the company, restore profitability and turn Nomad $208.9 million, a net profit of $16,612,000 (14.3 cents)
Building Solutions back into a growth company? and paid an annual dividend of 7.5 cents.

Media reports have described Nomad Building The net operating surplus was $24.8 million. Interest
Solutions as a “one-year wonder”, a “once much-loved bearing debt was $28.7 million at year end.
small cap” whichis now “friendless” and “a stock for the Helped by acquisitions, revenues grew 60.9% to
brave”. Of course, many reporters have never been $336.2 million for the year to 30 June 2008. Net profit
brave enough to owenyshares and most have little or  was up 47.8% at $24,560,000 with earnings per share
no investment wealth. This newsletter believes it can 27.3% higher at 18.2 cents. The annual dividend rate
make arintelligentargument for buying Nomad Building ~ was raised 26.7% to 9.5 cents.

Solutions shares for inclusion id&ersifiednvestment The net operating cash surplus was 31% higher at
portfolio. $32.5 million. Year end interest bearing debts were
Company History $38.3 million - but a low level for a company with a

Nomad Building Solutions was formed in 1990 and listed market capitalisation of $230 million.

on the Australian stockmarket in late 2006 after offering The year to June 2009 saw revenues grow a further

78.3 million shares (67% of the company) at 100 cents 23.5% to $415.3 million, but profits dropped 18.0% to

per share. Around 70% of these shares were sold by$20,139,000 (14.7 cents per share). The dividend was

existing investors, with the company raising just $23.8 cut 52.6% to 4.5 cents - to conserve cash in a period

million in new cash. At the time of the initial public  whenall companies were unsure about their ability to roll

offering, Nomad Building Solutions had an agreementto over bank debts.

acquireMcGrath Homes (which was formed in 1967) The business generated another healthy cash operating

and this acquisition was completed in December 2006. surplus - down just 8% - of $29.9 million. Interest bearing
In September 2007 the group acquired transportable debts had grown to $46.5 million.

home buildeHalley Homesfor $6.0 million (i.e. $4.0 There was also a $6.9 million write-down in goodwill,

million in cash and 673,401 shares issued at 297 cents).but that is a non-cash accounting write-down which

This business added around $25 million to revenues (i.e. doesn't impact on revenues, cash-flows or profits.

was acquired at a Price/Sales ratio of 0.24). For the year to June 2010 the company has
In January 2008, the construction, property progressivelydowngradeditsrevenue and profitforecasts.
management and modular building units Réipley In October 2009 the directors had a “reasonable basis”

Wilkinson were acquired for $40 million (i.e. about 6.0 to expect revenues of $275 million and a net profit of
million shares issued to the vendors at 235 cents, plus $26$10-12 million - although with a first hadfssof $1 million.
millionin cash - which was financed from the placement In January 2010 it expected the first Haldsto be
of 11.3 million shares at 235 cents). These businessesaround $5 million, with second half profits down from
were expected to add over $100 million to annual revenues$11-13 millionto about $7 million. Annual revenues were
and around $7-8 million to net profits (i.e. a P/S ratio of expected at around $250 million.
0.40 and a P/E ratio of 5-6). The actual half year to 31 December 2009 showed
In September 2009, additional production facilities revenues 59.7% lower at $94.5 million an¢bss of
were purchased for McGrath Homes at a cost of $6 $5,208,000 rfiinus 3.8 cents per share). No interim
million, increasing capacity to produce another 80-120 dividend was paid. The net operating cash surplus was
homes annually, worth $20 million in revenues. 83% lower at $3.6 millionThe sale and lease back of a
In September 2009 it also acquired the business of manufacturing facility for (Continued on Page 10)
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BUY: Nomad Building Solutions 2009 (from a previous peak of around $70 million).
(Continued from Page 9) These debt levelmay have changed over the last six

$6.7 million helped reduce interest bearing debts over the months, but over that period the company has been

six months from $46.5 million to just $24.5 million. negotiating with its bank. In mid-June 2010 the company
In early June the company downgraded its second reached agreement with the bank to extend its $80

half result from a profit of $7 million tolassof $1 million million loan facilities by 13 months through to 29 July

(i.e. predicting an annulaissof $6 million or aboutninus 2011. The company's debt levels are not particularly

4.3 cents). Revenues will be around $230 million. The high, so there should be momediateisk of failure . . .
company may also write-down some of the $82 million of but the company does need to turn around its recent
goodwill carried in its balance sheet - but that will have performance.
no impact on future trading resultgv/hile this second The decline in profitability and expected loss to June
halfresultis below earlier forecasts, itis animprovement 2010 results from two major factors. Firstly, the dropin
on the first half result - suggesting that things are getting revenues of around 50% following the recession and
better,_not worse! downturn in the mining sector. Much of the company's
Investment Criteria business involves building accommodation for remote
This is where things get interesting and where our views mine sites, so the slowdown in mine construction has
(as an investor of our own money in shares) may differ lowered demand for the company's servicéd.the
widely from media reporters: current level of revenues the business is struggling to
Firstly, very volatile shares can make great cover its overhead costs and failing to earn reasonable
investments! Nomad Building Solutions' shares have profit margins. Current contract wins suggest that
been extremely volatile over the last two years, falling revenues will remain around this depressed level of
95.6% from a high of 340 cents in November 2007 to a $200-250 million annually inthe immediate futuretheo
low of 15 cents in January 2009. They then recovered company's new management is seeking to “right size”
720.0% to a high of 123 cents in September 2009, beforethe business, reducing costs and overhead to restore
againlosing 92.0% of that value at their recentlow of 9.8 profitability at current business volumes.
centsinJune 2010. As Norman Fosbackwrote in“Stock  Secondly,the downturn has revealed weakness in
Market Logic” in 1976, “A very basic characteristic of management controls - especially in longer term
stock price behaviour works to an investor's advantage construction projects wheoest overruns have become
atthis point. Stock price changes are unevenly distributed apparent when completing contracts, resulting in losses
- a statistician would say that the distributioskewed being recorded in the June 2010 ye&f immediate
to the right In layman's terms, this means that positive significance, these projects have now been substantially
changes are generally greater in magnitude than negativecompleted - so will not continue to depress profits going
changes. Itis obviousthat gains can exceed 100%, whileforward.
losses never can.” Obviously our investment in Of importance over the medium to long term, there
Nomad Building Solutions doesn'twork outthen ourloss have been many management changes at Nomad Building
is limited to 100% (i.e. the amount we invest in the Solutions -including a new Managing Director appointed
shares), while a full recovery by the company could inmid-July, with experience managing remote businesses,
ultimately yield gains of 1000-2000%. Equally obviously, regional projects and major cost reduction and margin
any investment in Nomad Building Solutions should be improvement programs. Several people have filled the
just a small part of a well diversified portfolio! Managing Director's role over the last few years. With
Secondly, there are no institutional investors (i.e. they the resignation of Phil Guy in January 2009, Alan Thomas
have all sold out) and the shares are now “friendless” in (the CEO of the Rapley Wilkinson business) became the
the media. As Peter Lynch wrote in “One Up on Wall group MD, but returned to his role with the subsidiary
Street”, “If you find a stock with little or no institutional ~ company ayear later. The Executive Chairman, Richard
ownership, you've found a potential winner” and “I'm Blair, has been acting MD until the appointment of
equally enthusiastic about once-popular stocks the Michael Burke last month. Hopefully, the company has
professionals have abandoned”. now found an MD with the necessary skills to deal with
AMP reduced their holding below the 5% disclosure its current problems.
level (and presumably sold all of the shares traded with At 15 cents Nomad Building Solutions shares trade
“other people's money”) in January 2010. Invesco for little more than their June 2009 earnings of 14.7
Australia and Aviva Investors (both of whom boughtin cents! That makes the historical Price/Earnings ratio
at the 2009 peak around September) also dumped all ofjust 1.02! The Price/Sales ratio is 0.05 and the historical
their shares in January 2010. That selling drove the Dividend Yield 30.0%. Of course, the company traded
shares down 55% to 32 cents in just one week! Eley unprofitably for the year just ended (i.e. to 30 June 2010)
Griffiths Group sold their shares in June 2010 - with this so there will be no P/E and no Dividend Yield. Lower
lastinstitutional sale marking the recentlow pointforthe revenuesto June 2010 willincrease the P/S ratio to a still
shares. very low 0.10. Themarketis pricing Nomad Building
So volatile, depressednd unlovedshares can be  Solutions shares at only about 5-10% of their potential
considered as potential investment purchases. . . but willrecovery value.
Nomad Building Solutions survive and can management  The issued capital is 138,138,976 shares, so with the
turn this business around? sharestrading at 15 cents the market capitalisation is just
As reported above, the company's interest bearing $20.7 million making this aicro-capcompany today
bank debts were reduced to $24.5 million on 31 December (down from being a medium sized company worth
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several hundreds of millions of dollars just 2-3 years significant profits over recent years, witlecadesof
ago). The shares, however, are very actively traded with experience in its business and long term relationships
turnover of many hundreds of thousands through to with its customers. The business needs to be “right
several million shares (worth around $50,000 to $500,000) sized”, eliminating overheads and other costs to restore
daily! profitability at current business volumes. Business
There have been threesider buys (and a fourth systems, management systems and internal controls all
small buy that we don't count in our statistics) and three need to be improved. Turning a business aroundis never
insidersells over the last year. WJ McGrath (obviously easy, but the task is not impossible. Debt levels - the
from the McGrath Homes subsidiary) sold 600,000 major cause of company failures - look reasonable and
shares at 78 cents and 712,125 shares at 112% cents iwithin bank facilities.
September 2009 and a further 237,875 shares at 111 Summary and Recommendation
cents in October 2009 to retain just 52,127 shares. In Clearly Nomad Building Solutions has a few problems -
retrospect, those trades may look like a good time to be but nothing that cannot be improved with standard
selling, butwere all“required to meet financial obligations management skills! Thraarket however, is pricing the
of amarital settlement agreement” - so this was probably shares as if the company has no future - but with
nota good outcome for Mr McGrath (who resigned from moderate debt levels, bank facilities extended another
the board in January and retired from his executive role year and new building contractsitis still business as usual
with the company in June this year). inthe company's factories and construction sites! Survival
Non-executive director PJ Slaughter purchased 10,750 and a return to just moderate profitabitiuldtherefore
shares at 93 centsin September 2009 (although thisis jussee the shares recover to 50-70 cents (up 230-350%)
under $10,000 and under 10% of his shareholding, so weover the next 12-18 months.
don't count this small trade for dnsiderstatistics) and Thereal potential, however, liesin surviving to benefit
afurther 30,000 shares at 31 cents in January 2010. Thisfrom both the eventua¢coveryin demand for modular
second trade was under $10,000 but increased hisconstructiorandits forecast strong growth (from mining
shareholding 23%to 130,877 shares. The Chairman, RLand other industries) over the very long term. In five
Blair also purchased 40,000 shares on-market at 32%2years the sharespuldpotentially exceed their previous
cents in January, raising his holding to 227,584 shares. high of 340 cents (i.e. be up over 22-fold or 2,100%).
That same month, AJ Thomas purchased 175,000 Ofcourseif things don'twork outthen our maximum
shares at 30% cents, lifting his holding to 3,093,000 lossis limited to 100% of the amountinvested in this one

shares (2.2% of the company). company. By diversifying over 20-40 shares, with only
The directors (and other senior managers) therefore a few percent in any one share, our potential portfolio

have moderate shareholdings in the company. loss from anyndividual holding becomes manageable
The shares are currentheglectedby institutions and relatively minor.

(i.e. there are no institutional investors) although still Aninvestmentin Nomad Building Solutions obviously

followedby two brokers who publish profit forecasts. involves highrisks - but the risk/reward distributiosas
Technically the shares arery weakwith a Relative heavily“skewed to the right” (i.e. potential rewards so
Strength rating of -35.9%, ranked 98 (on a scale of 0-99). greatly exceed our maximum 100% risk of loss) this

This makes Nomad Building Solutions one ofwuest becomes an attractive holding to include in our portfolio
performing shares on the Australian stockmarket. where overall portfolio risk is further limited through
Normally we focus upon shares with relativetyong diversification. We therefore believe that investing a

price trends but as Fosback wrote in “Stock Market small percentage of a diversified share portfolio in
Logic” (Chapter 59, Weak Stocks: When are they a Nomad Building Solutions sharégs the intelligent
Buy?): “Stocks which have experienced a relatively investmentdecision.

weak price performance do occasionally make Nomad Building Solutions
exceptionally good buys. Excellent purchase opportunities |,
emerge for weak stocks . . . near major cyclical market I""
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liquidation value, or pricing them at a value which would
reflect their future earnings capability if they managed to Jl
recover. Pervasive bear market pessimism usually
prevails and investors assign a much lower value to ‘
individual stocks than is warranted. Consequently, the | “
weakest stocks are likely to make exceptionally good | \ M
recovery buys.” H H\
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Page 12 Market Analysis

Computer Selections of NZ Shares based upon
our Comprehensive Share Selection Ciriteria

For an explanation of this table see tBleare Selection Methodgport available from our website. These shares are not formal “buy” and “sell”
recommendations, but the “Under-Valued”, “Best Performing” and “Income” shares should be considered for purchase, whikr-tfeu&l and
“Worst Performing” shares can generally be sold to release money for re-investment in more attractive shares.

STRENGTH RATING-T « 2PriceReturnVola-PriceDivi- Price STRENGTH RATING.T « 2PriceReturnVola-PriceDivi- Price

Company Share Cur- 4-WkRank 2% £F to on til- Earn.dend Sales Market Company Share Cur- 4WkRank2>3§ to on til- Earn.dend Sales Market

Price rent Chg.0-99 =& 2 NTAEquity ity RatioYield Ratio Cap'n Price rent Chg.0-99 =& @2 NTAEquity ity RatioYield Ratio Cap'n
UNDER-VALUED SHARES : LowestPrice/Sales, YId>0, Rel Strength >0 INSIDERBUYING: MostInsider Buying, ReIat|veStrength>O
ColMotor Co 225 +00 402 23 20 - 05 4 05 14 95 015 74 WNDriveTech. 10 +21 +18 15 90 2.1 - 12 NE Nil 239 54
Hellaby Hold. 181 +42 +20 11 70 - 11 6 13 17 47 019 92 ScottTech. Ltd 121 +21 -14 15 80 - 18 1 05 143 12 121 38
SataraCo-0p 70 +07 +44 20 00 - 03 3 1.0 12 41 020 11 HellabyHold. 181 +42 +20 11 70 - 11 6 10 17 47 019 92
EbosGroupLtd 655 +1.7 -03 16 03 1 20 12 04 16 55 024 321 Comvita 198 +158 -121 2 60 - 08 8 06 11 58 063 54
AlliedWork. 85 +32 +36 13 1-0 - 12 11 09 11 76 032 22 RestaurantBrds 251 +167 -38 1 40 - 50 40 03 13 71 077 244
SeekaKiwifruit 299 +08 -1.1 18 1.0 - 07 1 04 117 96 036 43 ColMotorCo 225 +00 +02 23 20 - 05 4 03 14 95 015 74
MainfreightGrp 655 +41 -07 12 01 - 22 12 05 18 40 057 645 AlliedWork. 85 +32 +36 13 1-0 - 12 11 06 11 76 032 22
Kirkcaldie & St 270 +02 -15 2 00 - 12 4 05 26 42 061 27 SeekaKiwifruit 299 +08 -11 18 10 - 07 1 02 117 96 036 43
SkellerupHold. 74 +144 -04 4 00 - 14 11 10 12 48 062 139 RymanHealth. 205 +08 -15 19 32 1 22 17 05 13 43 932 1,020
Comvita 198 +158 121 2 60 - 08 8 08 11 58 063 54 VectorLtd 206 +16 -16 17 32 1 10 9 05 12 95 175 1,969
RestaurantBrds 251 +167 -38 1 40 - 50 40 05 13 71 077 244

OVER-VALUED SHARES : HighestPrice/Sales Ratios, Relat|veStrength<0

BESTPERFORMING SHARES : Strongest Shares, P/E<20,P/S<1.0 PropertyFInd. 112 -13 -04 35 00 - 10 04 NE 81 765 240
FinzsoftSol'ns 32 +204+122 1 00 - 11 11 09 10 Nil 037 3 PortTauranga 670 -09 -01 31 00 - 14 7 04 20 58 625 898
RestaurantBrds 251 +167 -38 1 40 - 50 40 04 13 71 077 244 GoodmanProp. 92 -49 05 62 02 - 09 - 05 NE 92 59 790
Comvita 198 +158 121 2 60 - 08 8 07 11 58 063 54 AMP OnyxMgmt 72 42 07 5% 21 - 09 - 04 NE 98 520 718
SkellerupHold. 74 +144 -04 4 00 - 14 11 08 12 48 062 139 INGProperty 69 -48 -15 60 00 - 07 - 04 NE 109 478 372
Hellaby Hold. 181 +42 +20 11 70 - 11 6 11 17 47 019 92 NZWindfarms 22 -251 +17 9% 00 - 0.2 - 1.2 NE Nil 449 17
MainfreightGrp 655 +41 -07 12 01 - 22 12 05 18 40 057 645 KiwiProperty 94 -46 -02 58 01 - 08 - 04 NE 90 402 759
AlliedWork. 85 +32 +36 13 10 - 12 11 07 11 76 032 22 Metro. LifeCare 191 -67 -09 68 00 - 05 - 05 NE Nil 39 234
EbosGroupLtd 655 +1.7 -03 16 03 1 20 12 03 16 55 024 321 NZExchangeLtd 141 -133 -12 8 03 - 18 3 07 71 66 397 170
SataraCo-op 70 +0.7 +44 20 00 - 03 3 08 12 41 020 11 SouthPortNZ 260 -14 00 37 00 - 25 12 04 21 56 349 68
ColMotorCo 225 +00 +02 23 20 - 05 4 04 14 95 015 74 NZOil&Gas 122 -108 -26 8 10 - 10 11 04 9 59 341 473
NZ RefiningCo 300 -117 -13 8 10 - 16 4 03 36 Nil 336 840
INCOME SHARES: Highest Yields, Capitalisation>NZ$100million KermadecProp. 46 -43 +00 57 00 - 05 - 06 NE 109 313 39
TelecomCorp 206 93 +09 76 13 1 14 15 05 10 117 069 3,836 TrustPowerLtd 715 -11 03 32 01 - 16 8 03 19 76 297 2256
INGProperty 69 -48 -15 60 00 - 07 - 05 NE 109 478 372 F &P Health. 288 47 -36 59 04 2 50 24 03 21 62 293 1476
Methven Limited 15 -18 +04 40 13 - 19 15 07 13 101 080 103 Lyttelton Port 235 -26 -05 4 00 - 18 8 03 24 30 28 240
AMP OnyxMgmt 72 42 07 5% 21 - 09 - 05 NE 98 520 718 SkyNetwork TV 501 -14 +04 36 00 1 16 7 02 22 40 282 1950
VectorLtd 206 +16 -16 17 32 1 10 9 05 12 95 175 1969 Mowbray Collect 75 -105 07 8 00 - 20 - 04 NE Nil 227 8
GoodmanProp. 92 -49 -05 62 02 - 09 - 05 NE 92 59 790 Sky CityLtd 299 -49 +05 61 20 1 23 16 05 15 74 205 1,720
KiwiProperty 94 46 02 58 01 - 08 - 05 NE 9.0 402 759
Briscoe Group 13 -12 20 3 30 - 19 16 07 11 88 058 240 WORSTPERFORMING SHARES: Weakest Shares, P/SRatio>0.25, Y|e|d<TW|ceAverage
FreightwaysLtd 268 -70 25 70 00 - 27 24 04 12 88 118 400 Charlie’sGroup 9 583 +0.0 97 00 - 20 - NE Nil 087 27
WarehouseGroup 349 54 +02 64 52 1 34 24 04 14 86 063 1,086 NZWindfarms 22 -251 +17 9% 00 - 0.2 - 1.2 NE Nil 449 17

NewlImage Group 30 -159 +13 9 72 -32 7109 5 71 071 70
Delegat'sGroup 166 -152 +22 89 00 - 12 22 04 6 69 073 167

PyneGouldCop 41 -148 +05 88 102 - 02 - 08 NE Nil 028 283

OysterBay 140 -148 24 87 00 -02 303 8 71 107 13

WindfiowTech, 110 137 +34 8 00 - 08 - 04 NE Ni 042 13

; JasonsMedia 40 136 -41 85 00 - 23 16 06 14 89 054 8

Total Return Index for All Listed Shares NZExchangeltd ~ 141 -133 -12 8 03 - 18 3 06 71 66 397 170

NZWineCompany 140 -132 26 8 00 - 06 6 05 9 41 097 12

Jul12 1308.93 NZRefiningCo 300 -117 -13 8 10 - 16 4 03 36 Ni 336 840

Jul13 1304.20 SmartpayNZLLtd 3 108 -19 8 00 -29 - 16 NE Ni 069 27

NZOil&Gas 122 108 -26 8 10 - 10 11 04 9 59 341 473

Jul14 1310.28 Mowbray Collect 75 -105 07 8 00 -20 - 04 NE Nil 227 8

Jul15 1310.37 Steel & Tube 219 100 -15 78 00 - 13 7 04 20 55 051 194

Jul16é 1317.19 Ecoyaltd 80 99 -28 77 00 -199 - 08 NE Nil 676 26

Heritage Gold 2 91 31 7 00 -07 -24 NE NI NA 7

Jul19 131347 Jul26 1333.20 MMPLmsd 65 84 45 1 00 .16 9 04 17 30 106 17

imite -84 -1 0 - L . A y
Jul20 1321.68 Jul 27 1331.44 F&P Appliance 50 83 25 73 41 1 06 - 10 NE Ni 031 362
Jul21 1323.04 Jul 28 1335.29

INSIDER SELLING: MostInsider Selling, Relative Strength<0

Jul22 1323.32 Jul29 1335.43 ArNewZealand 114 72 -20 71010 1 08 1 06 58 81 026 1216

Jul23 1332.35 Jul30 1337.77 PGGWiightsons 52 104 +19 80 06 1 04 - 05 NE Ni 013 164

F&PHealth. 288 -47 -36 59 04 2 50 24 03 21 62 293 1476

Aug 2 1343.11 Aug 9 1333.66 Fletcher Build. 735 19 -20 41 48 2 15 12 03 13 64 063 4443

NZExchangeltd ~ 141 -133 -1.2 8 03 - 18 3 06 71 66 397 170

Aug 3 1336.62 Aug 10 1330.40 GuinnessPeat 66 -84 27 75 14 - 06 - 07 NE 34 045 1,179

Aug 4 1334.09 Aug 11 1329.28 GoodmanProp. 92 49 05 62 02 -09 - 04 NE 92 595 790

TeamTalkLtd 200 -49 +03 63 02 - 19 18 04 10 143 132 41

AUQ S 1337.66 AUg 12 1314.76 TelecomCorp 206 93 +09 76 13 1 14 15 04 10 117 069 3,836

Aug 6 1335.92 Aug13 1318.25 Methwvenlimited 155 -1.8 +04 40 13 - 19 15 06 13 101 08 103
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Computer Selections of Australian Shares based upor
our Comprehensive Share Selection Ciriteria

For an explanation of this table see tBleare Selection Methodgport available from our website. These shares are not formal “buy” and “sell”
recommendations, but the “Under-Valued”, “Best Performing” and “Income” shares should be considered for purchase, whikr-tfheugl and
“Worst Performing” shares can generally be sold to release money for re-investment in more attractive shares.

STRENGTH RATING T o 2PriceReturnVola-PriceDivi- Price STRENGTH RATINGF « 2PriceReturnVola-PriceDivi- Price
Company Share Cur- 4-WkRank=2%2 £3 to on til- Earn.dend Sales Market Company Share Cur- 4-WkRank 22 £3 to on til- Earn.dend Sales Market
Price rent Chg.0-99 =3 2 NTAEquity ity RatioYield Ratio Cap'n Price rent Chg.0-99 =& &2 NTAEquity ity RatioYield Ratio Cap'n
OVER-VALUED SHARES :HighestPrice/SalesRatios, Relative Strength<0 TZLimited 34 -304 -32 % 00 - - - 09 NE Nil 083 13
Stirling Prod. 1 -152 +43 75 10 - - - 32 NE NIl NA 6 Mintails Ltd 2 301 20 % 10 - 01 - 27 NE Nil 044 7
FARLtd 6 -40 -80 43 00 - - - 15 NE Nl NA 31 BiotaHoldings 97 -293 06 9% 20 - 18 40 05 4 Nil 202 168
PacrimEnergy 1 -39 +90 43 60 - - - 30 NE Nl NA 12 BarakaPetrol. 0 -287 +1.7 9% 01 - - - 55 NE Nl NA 5
AxiomProperty 3 211 +23 86 00 - 05 - 19 NE Nl NA 12 Neptune Marine 26 -284 +0.7 9% 20 3 24 57 07 4 Nil 046 87
GPTGroup 287 -11 +10 32 10 3 40 9 03 46 16 975 5325 GeothermalRes. 17 284 +26 9% 0-0 - - 1.0 NE Nl NA 6
TriausminLtd 5 247 59 91 00 - - - 16 NE Nil 962 5 GreenRockEn. 2 -283 436 9% 00 - - - 24 NE NI NA 12
CircadianTech 64 -70 -18 53 50 - 07 - 05 NE Nil 937 29 EneabbaGasLtd 11 -282 -19 9% 10 - 12 - 1.3 NE Nl NA 8
Mineral Commod. 4 -112 +36 65 40 - - - 17 NE Nil 930 6 AusencolLtd 228 282 -62 94 20 4 30 22 04 14 42 064 278
AustInfra. 186 -17 -03 35 10 2 06 6 03 11 70 919 1,070 ExcelsiorGold 3 282 04 %4 00 - - - 20 NE Nl NA 6
SunResources 6 -11.7 +18 66 00 - - - 14 NE Nil 910 10 AuroraMinerals 38 281 88 % 00 - - - 05 NE Nil NA 25
AberdeenLeader 123 52 -12 47 24 - 08 - 03 NE 73 909 72 MundoMinerals 9 280 08 % 00 - - - 1.2 NE Nil 044 19
BluglassLtd 10 -188 +1.2 8 00 - 25 - 1.0 NE Nil 909 17 PanaxGeotherm. 4 280 -81 9% 00 - - - 1.6 NE Nl NA 9
MOKO.mobiLtd 8 -150 +33 75 10 - 82 - 14 NE Nil 901 7 ChemGenexPharm 36 -27.7 +33 %4 00 - 7.1 - 06 NE Nl NA 100
AlcyoneResLtd 2 -183 +27 8 00 - - - 20 NE Nil 889 11 ComOpsLimited 6 277 +19 94 1.0 - 15 4 11 3 Nil 037 7
Polartechnics 7 -17 +05 3B 00 - 71 - 15 NE Nil 877 17 AustChinaHold 0 276 08 9% 00 - 01 0 46 20 Nil 211 14
OrionPetroleum 5 228 -28 8 00 - - - 15 NE Nil 860 8 Metal Storm Ltd 1 -276 +06 %4 10 - - - 28 NE Nil 714 10
Wotif.comHold. 500 -10.7 -26 64 03 6 - - 03 24 35 859 1,042 BannermanRes. 40 275 +42 %4 10 - - - 08 NE Nil NA 81
Carindale Prop 413 02 -08 28 00 - 07 3 02 24 64 836 289 Raisamaltd 19 271 55 93 00 - 13 - 09 NE Nil 231 44
VictoriaPetrol 26 -83 +08 57 20 - - - 07 NE Nil 825 96 RepublicGold 1270 27 9B 10 - - - 24 NE Nl NA 6
AevumLtd 167 -04 +58 29 00 1 08 - 05 NE 24 825 214 EveryDayMine 5 -267 59 93 00 - 04 - 14 NE Nil 036 8
TransurbanGrp 474 64 05 51 50 5 17 2 02 113 51 821 6,706 ArafuraPearls 2 -267 +46 93 10 - 01 4 21 2 Nil o071 8
QuestMinerals 4 -209 87 86 30 - - - 19 NE Nil 805 5 Bioprospects 2 -262 -19 92 01 - 16 - 26 NE Nl NA 8
Millennium Min. 3 -168 04 7 00 - - - 22 NE Nil 794 8 CleanGlobal En 7 261 -28 92 00 - - - 1.2 NE Nl NA 5
CalzadalLtd 3 82 09 5% 10 - 05 - 21 NE Nil 781 8 QuantumEnergy 9 261 04 92 01 - 45 - 11 3 Nil 086 92
TanamiGoldNL 2 -191 54 8 00 - - - 22 NE Nil 765 111 Sino Securities 28 -257 -19 92 00 - - - 06 NE Nil 600 19
CellestisLtd 272 58 +03 49 01 -118 37 04 32 11 758 261 AdmiraltyRes. 1 257 +03 92 41 - - - 32 NE Nl NA 10
ZimplatsHold. 1050 -42 -33 4 00 - - - 02 36 Nl 758 1,130 NorthernMining 6 -256 -37 92 13 - - - 12 NE Nl NA 7
MetalsFinance 7 -175 -1.7 8 30 - 03 - 12 NE Nil 753 5 AustResources 25 -85 -22 92 00 - - - 14 NE Nl NA 94
CougarMetals 2 -16 01 # 10 - - - 22 NE Nil 747 7 UranexNL 15 -255 -12 91 10 - - - 1.2 NE Nl NA 13
Woodside Petrol 4151 -39 -08 43 11 4 37 21 03 18 26 741 32263 Pan Pacific Pet 17 254 -15 91 40 - 06 25 08 2 Nil 110 100
Clime InvMgmt 42 01 09 27 60 - 11 - 07 NE 08 730 21 CometRidgeLtd 17 253 -29 91 00 - - - 08 NE Nil 6.00 26
PatrysLtd 11 -115 +05 65 00 - 18 - 12 NE Nil 729 19 CarrickGold 36 -252 -38 91 30 - - - 07 NE Nl NA 44
NorwestEnergy 3 76 20 %4 00 - - - 23 NE Nil 725 19 HillEnd Gold 9 -251 06 91 30 - - - 12 NE Nl NA 20
ForestPlace Gr 80 -52 +14 47 00 - 03 3 05 12 Nil 723 66 TriausminLtd 5 247 59 91 00 - - - 15 NE Nil 962 5
Metal Storm Ltd 1 -276 +06 %4 10 - - - 31 NE Nil 714 10 KarmelsonixLtd 2 246 -19 91 22 - - - 22 NE Nl NA 10
Mineral Deposit 82 55 -31 48 02 2 10 - 05 NE Nil 712 462 InnaminckaPet. 8 245 +47 91 00 - - - 1.6 NE Nl NA 13
UscomLimited 34 242 -10 91 00 - 57 - 06 NE Nil 708 14 ArcExploration 2 245 83 91 00 - - - 21 NE Nl NA 6
NSX Limited 19 -35 -11 42 91 - 37 - 08 NE Nil 702 17
CharterHallGR 60 -39 -37 4 11 108 -05 NE 83 698 586 INSIDER SELLING : MostlInsider Selling, Relative Strength<0
AMP Cap China 84 -88 +45 583 00 - 06 7 05 8101 669 266 Computershare 923 55 -31 48 09 3 - - 02 16 30 28 5129
Drillsearch 6 -62 +25 50 60 - 15 - 16 NE Nil 667 104 LeightonHold 2890 97 -19 61 29 539 20 02 20 40 065 8611
AuroraSandDiv 97 -33 01 41 00 - 09 - 03 NE 10 660 43 Mermaid Marine 266 -16 +04 34 06 4 29 16 02 18 23 298 489
King Solomon M. 6 -140 +21 72 00 - - - 13 NE Nil 656 5 Somnomed Ltd 89 -26 -24 38 06 -890 - 03 NE Nil 441 34
WasabiEnergy 2 -106 -20 63 80 - - - 27 NE Nil 652 14 Dominion Mining 208 -129 -35 69 04 5 20 29 04 7 67 190 214
Deutschelnd Tr 196 +0.0 +0.0 26 00 - 12 10 02 12 81 649 663 PlatinumAsset 513 -19 +20 35 04 4 - - 03 23 39 NA 2878
ParagonCare 3 -09 20 31 60 - 32 - 17 NE Nil 640 7 MinemakersLtd 31 221 +12 8 04 - - - 06 NE Nl NA 12
RoyalResources 25 -14 08 3B 01 - - - 09 NE Nil 638 23 Slater&Gordon 140 -37 -11 42 15 2 18 20 04 9 30 148 152
ConnectEastGrp 40 -42 -02 4 10 4 - - 06 NE Nil 638 1,532 JBHi-FiLtd 2030 -10 +08 31 15 5168 91 02 19 33 081 2199
MarionEnergy 2 431 00 9 10 - - - 21 NE Nil 632 6 WestemAreas 501 -6.1 +34 50 15 7 83 - 03 NE NIl NA 89
OZMineralsLtd 122 -03 +32 28 60 7 15 - 06 NE Nil 623 3792 WebjetNL 227 -23 400 37 26 2 60 36 04 17 35 449 174
AquilaRes. 833 -82 42 5 03 2 - - 03 NE Nl NA 2074
WORSTPERFORMING SHARES: WeakestShares, P/SRatio>0.25, Yield < Twice Average Wotif.comHold. 500 -107 -26 64 03 6 - - 03 24 35 859 1,042
AvexaLimited 3 443 54 9 00 - 10 - 17 NE Nil 604 20 GippslandLtd 3 -142 +15 73 03 - - - 1.8 NE Nl NA 11
MarionEnergy 2 431 -00 9 10 - - - 19 NE Nil 632 6 LigNaturalGas 58 -218 +88 8 03 - - - 06 NE Nl NA 98
PoValleyEner. 27 425 +04 9 30 - - - 07 NE Nl NA 25 ToxFreeSol. 235 -31 -03 40 03 365 27 02 24 Nil 211 186
Eneriji Ltd 3 -390 -07 98 00 - - - 20 NE Nl NA 13 AlMineralsLtd 11 -165 -35 78 03 - - - 10 NE Nl NA 13
NovogenLtd 15 3711 67 98 00 - 05 - 09 NE Nil 137 15 BTInvestMgmt 263 -53 +13 47 03 2120 46 04 26 30 288 334
AntisenseT. 2 -338 +36 97 00 - 16 - 24 NE NIl NA 9 CelinetGroup 30 -04 -01 29 03 - 08 - 06 NE Nil 027 23
CleanSeasTuna 10 -335 +23 97 00 - 02 - 09 NE Nil 066 20 HarveyNorman 350 -31 +17 40 02 3 17 10 03 17 31 258 3718
PanoramaSyn. 15 -322 58 97 00 - - - 10 NE NIl NA 15 Mineral Deposit 82 55 -31 48 02 2 10 - 05 NE Nil 712 462
White CanyonUr 9 319 +04 97 20 - - - 11 NE Nil NA 18 HeemskirkCons. 28 -134 +08 70 02 - 04 - 06 NE Nil 073 33
Fluorotechnics 14 317 +15 9% 00 - 27 - 10 NE Nil 140 7 TPLCorporation 2 42 -45 4 02 - - - 1.8 NE Nil NA 6
NexbisLtd 9 312 -06 % 80 - 07 8 11 1 Nil 061 40 QuickstepHold. 36 -146 +0.7 74 02 - 90 - 05 NE Nl NA 58
NullarborHold 28 -308 07 % 00 - - - 11 NE NI NA 21 SthCrossMedia 183 -37 -27 42 02 1 - - 03 NE 42 079 699
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Australian Warrant / Option Analysis

Yr/Mth Black- Option Share Option Options Break- Yr/Mth Black- Option Share Opti8f Options Break-

Company Share Exercise to  Option Scholes Over/ Vola- Lever- to Buy Even Company Share Exercise to  Option Scholes Over/ Vola- Lever- to Buy Even
Price  Price Expiry  Price Valuation Under- tility age 1 Share Rate Price  Price Expiry  Price Valuation Under- tility age 1 Share Rate

Valued Valued

ADGGlobalSupply 57 15 07 08 03 +163 09 339 10 +474 ConvergentMinerals 70 20 14 15 0.7 +106 080 263 10 +132
AXGMining 15 20 00 01 03 -67 082 339 10 +99 CopperRangeLtd 20 30 01 01 00 +99 105 999 10 +99
ActinogenLtd 85 50111 01 49 98 183 125 10 +152 Coppermoly 14 30 08 15 11 +35 091 311 10 +256
Adultshop.com 17 08 14 03 11 -74 106 134 10 -28 CoppermolyLtd 14 70 13 80 82 -2 091 147 10 +9
AgenixLtd 17 30010 10 00 +99 000 999 10 +99 CortonaResources 17 20 15 75 53 +40 075 202 10 +40
AlchemyResources 42 25 00 210 00 +99 110 999 10 +999 DSFInternational 11 30 24 05 04 +43 094 169 10 +64
AllBrands 37 60 04 01 00 +99 093 100 10 +999 DatamotionAsiaPac. 01 10 2-8 01 00 +160 135 142 10 +144
AlteraResources 27 20 15 150 169 -11 126 134 10 +20 DouradoResources 16 20 43 30 79 -62 065 151 10 +9
Anaecoltd 17 100 19 01 02 -41 060 408 10 +175 Eagle Nickel 40 30110 04 0.1 +390 072 327 10 +202
AnteoDiagnostics 56 12 01 42 44 5222 127 10 -35 Easterniron 15 12 04 40 43 -6 097 252 10 +40
Anteo Diagnostics 56 65 05 15 28 -46 222 148 10 +13%5 EastlandMedical 49 20 09 04 01 +439 083 411 10 +570
ApexMinerals 20 60 22 04 04 -4 08 200 10 +70 EastlandMedical 49 10010 22 05 4325 083 291 10 +199
ApolloMinerals 11 25 13 10 18 -43 08 236 10 +99 Eco Quest Ltd 94 20 07 18 06 +177 089 338 10 +323
AragonResources 17 25 01 06 03 +106 103 75 10 +99 EldoreMining 11 30 24 04 05 -26 124 139 10 +62
ArcExploration 20 36 05 02 02 -7 109 303 10 +367 EleckraMines Ltd 85 70010 29 38 -23 105 173 10 +20
ArgentMinerals 20 20010 35 67 -47 090 203 10 +21 ElectrometalsTech. 12 14 08 01 00 +538 136 323 10 +99
ArtemisResources 58 50010 20 23 -11 091 191 10 +25 ElementalMineralsLtd 30 20 15 180 176 +2 103 144 10 +18
AstroDiamondMines 06 50 2-3 05 02 +142 136 149 10 +168 EneabbaGasLtd 11 20110 40 32 +26 088 183 10 +57
AstroMining 06 50 23 03 02 +45 136 149 10 +163 EnerjiLtd 25 20 64 10 13 -21 094 131 10 +40
AthenaResources 95 80 18 30 59 50 123 133 10 +9 Enterprise MetalsLtd 23 25 1-10 80 123 -35 108 144 10 +22
Atlantic Gold NL 39 80 05 10 0.1 +99 072 542 10 +644 Env. Clean Tech. 29 20 35 20 21 -4097 123 10 +10
Atlantic Ltd 40 08 14 32 33 -2 074 122 10 +0 EnvirogoldLtd 41 15 14 05 01 +45 062 394 10 +171
Atomic Resources 29 25 10 110 105 +5 075 203 10 +24 EromangaHydro. 75 20111 22 08 +162 065 263 10 +76
Atticus Resources 18 20 221 45 60 -25 060 200 10 +16 EurozLtd 116 75 36 470 563 -17 032 185 10 +2
Aurium Resources 20 35 21 07 08 -17 100 156 10 +43 ExcaliburMining 04 60 24 02 00 +622 097 221 10 +224
AusgoldLtd 29 20 27 140 181 -22 085 137 10 +6 ExomaEnergy 23 20 07 55 64 -14 075 249 10 +24
AustChinaHoldings 04 20 34 01 02 -45 113 139 10 +64 ExomaEnergy Ltd 23 10 21 150 150 -0 075 137 10 +5
AustLeadersFund 112 125 03 03 03 +16 013 999 10 +57 Eyecare Partners 66 20 01 01 00 +99 048 999 10 +99
AustMinerals&Mining 18 20 12 16 39 -59 055 271 10 +17 Fairstar Resources 12 10 10 40 53 -24 094 174 10 +17
Aust Mines Ltd 01 02210 01 01 +7 232 103 10 +47 FerrumCrescent 16 40 34 20 74 -73 095 144 10 +34
AustinExploration 33 10 13 10 01 +593 067 347 10 +162 FissionEnergy 95 20 06 12 05 +143 088 378 10 +398
AustindoResources 20 15110 01 12 -92 109 135 10 -11 Fox Resources Ltd 10 30 03 07 0.0 +99 069 999 10 +99
AustralasiaGold 48 10 28 16 13 +24 070 192 10 +40 FronterResources 66 45 03 24 28 -13 133 196 10 +19
AustralianOilCompany 88 20 1-4 15 11 +38 074 264 10 +95 GBEnergy 30 20 11 02 01 +41 095 311 10 +481
AuthorisedInvestment 30 80 26 15 22 -32 171 116 10 +60 GlobalGeoscience 60 25 20 11 11 +3 092 200 10 +109
Automotive Technology4.7 10 0-10 03 04 -26 080 312 10 +156 GlobalHealthLtd 08 17 04 02 00 +355 111 367 10 +99
AuzexResources 14 75 01 09 00 +99 083 999 10 +99 GlobalNickel 39 10110 06 14 57 111 162 10 +73
AvancoResources 19 15 18 13 10 +32 087 155 10 +26 Gold AuraLtd 20 30110 16 08 +104 094 166 10 +58
BarraResources 62 65 04 05 00 +99 063 999 10 +999 Gold Company Ltd 43 20010 210 245 -14 076 162 10 -4
BataviaMining 19 15110 100 92 +9 075 164 10 +17 GoldOnelnternational 26 50 2-1 85 20 +317 043 345 10 +48
BathurstResources 21 25 0-4 50 25 +103 0.77 381 10 +192 Golden Cross Res 15 40 07 01 00 +99 060 647 10 +460
BeaconMinerals 16 10 00 04 25 -84 085 381 10 -100 GoldenGatePetrol. 24 80 2-0 12 0.1 +99 054 347 10 +96
BeaconMinerals 16 20 00 01 25 -96 085 381 10 +999 Golden State Res 26 12 03 02 00 +99 072 999 10 +99
BenitecLtd 29 10 37 06 07 -15071 18 10 +43 Golden WestRes 99 200 04 30 20 +49 082 530 10 +775
BenitecLtd 29 15 07 01 00 +99 071 718 10 +99 GondwanaResources 08 10 0-10 03 03 +9 115 184 10 +79
BerkeleyResources 123 75 29 550 694 -21 058 154 10 +2 GreaterBendigpGM 19 50 1-7 09 0.1 +99 050 404 10 +105
BiomdLtd 27 40 14 03 07 56 080 213 10 +42 GreenvaleMining 95 30 14 15 25 -40 122 178 10 +146
BiotronLtd 65 10 14 15 12 +21 069 247 10 +53 Gt Western Explor. 31 30110 70 180 -61 116 136 10 +11
BlackRangeMinerals 28 45 06 0.7 0.0 +99 047 707 10 +245 GulfResources 19 20010 01 00 +99 067 763 10 +99
BlackRidgeMining 10 30 03 01 00 +11 120 471 10 +99 GulfResources 19 10 27 05 0.1 +262 067 258 10 +94
BlackhamResources 24 25 12 50 89 -44 089 18 10 +21 HawthomResources 06 20 1-8 05 00 +999 080 432 10 +732
Blaze International 10 50 00 01 89 -99 086 185 10 +99 HawthomResources 06 10 26 02 00 +99 080 275 10 +211
BossEnergy 30 20 03 01 00 +99 081 999 10 +99 HawthornResources 06 125 0-1 01 00 +999 080 999 10 +99
Boulder SteelLtd 12 10 17 36 56 -36 080 166 10 +8 Health Corporation 18 120 1-3 01 00 +99 086 662 10 +99
Bounty Industries 25 20 14 03 00 +99 000 999 10 +381 Healthlinx Ltd 80 18 07 30 08 +257 108 280 10 +423
BrumbyResources 18 80 1-1 110 114 -4 106 138 10 +8 Healthlinx Ltd 80 10 34 40 53 -25 108 125 10 +18
BuccaneerEnergyLtd 44 10 2-3 22 18 +19 106 152 10 +57 HelixResourcesLtd 67 75 09 16 13 +20 067 283 10 +50
BurlesonEnergy 71 25 00 01 18 95 114 152 10 +99 Humanis Group 16 20012 01 01 +79 129 262 10 +99
BuruEnergy 31 94 01 04 00 +99 057 999 10 +99 IFSConstructionServ. 45 27 1-10 10 0.1 +743 069 325 10 +171
C@Ld 09 10 18 03 04 -27 096 158 10 +25 IFSConstructionServ. 45 40 0-1 0.1 0.0 +999 069 999 10 +999
CO2Group 14 12 12 30 55 -45075 191 10 +6 Impedimed Ltd 69 72 22 105 267 -61 067 181 10 +9
CapitalMining 28 20 02 01 00 +999 091 999 10 +999 Indago Resources 45 35 4-2 155 266 -42 062 142 10 +3
Capital Mining Ltd 28 80010 13 0.2 +568 091 302 10 +322 InterminResources 16 18 19 41 51 -20 065 204 10 +20
CapitolHealth 40 50 18 10 13 -22 074 19% 10 +28 ronMountainMining 66 20 15 18 06 +203 076 273 10 +132
CarbineResources 34 15011 160 213 -25 093 147 10 -10 IronOreHoldings 162 100 0-8 700 749 -7 080 187 10 +7
CardiaTechnologies 16 10 0-10 02 0.0 +99 059 767 10 +823 IronRoad 57 20 01 350 371 -6 070 154 10 -35
CarnavaleResources 23 20 2-6 53 144 -63 100 133 10 +4 Island SkyAustralia 22 25 1-3 25 0.0 +999 090 352 10 +6+4
CatalpaResources 156 10 1-2 50.0 1465 -66 045 106 10 -56 Karmel Sonix 17 70011 05 00 +99 057 621 10 +05
Cazaly Resources 50 20 06 355 308 +15 080 158 10 +23 Kilgore Oil & Gas 09 50110 02 02 -3 117 176 10 +160
Central Petroleum 65 16 17 29 07 +338 066 279 10 +96 Kingsrose Mining 106 20 24 740 883 -16 055 119 10 5
Central Petroleum 65 16 37 05 18 -73 066 183 10 +30 Labtech Systems 90 20210 25 21 +19 065 203 10 +38
Charter Pacific 40 12 05 01 00 +99 057 994 10 +99 Labtech Systems 90 20210 60 21 +185 065 203 10 +45
ChemgenexPharm. 36 75 15 110 4.2 +160 068 276 10 +87 LegacyIronOre 10 15 24 17 62 -73 128 128 10 +25
ChrysalisResources 28 20 2-10 155 225 -31 142 112 10 +9 LegacyIronOre 10 10 24 35 69 49 128 123 10 +14
CluffResourcesPac. 03 10 0-11 01 0.0 +133 118 224 10 +313 LegacylronOre 10 25 14 40 35 +14 128 163 10 +120
Coal SpurMines 79 800-10 700 713 -2 073 111 10 2 LindianResources 95 15 14 40 36 +11 112 167 10 +68
Con Tin Mines 32 20 34 06 15 -59 119 137 10 +75 LionEnergy 43 35 10 03 00 +99 057 786 10 +721
Continental Coal 63 50 26 34 31 +10 064 163 10 +12 Living Cell Tech. 19 24 04 40 24 +66 089 344 10 +220
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Yr/Mth
Company Share Exercise to
Price  Price Expiry
LonrhoMining 29 10 03
LonrhoMining 29 15 110
MEC Resources 65 20 2-11
MGMWireless 12 20 03
MacgarieHarbourMin 22 20 2-0
MagellanFinancialGrp 120 300 5-10
MagellanFinancialGrp 120 130 0-10
Magnesiumintl 22 10 19
MambaMinerals 10 50 210
ManasResourcesLtd 80 20 1-1
Mantle Mining 45 70 04
MarionEnergy 24 25 13
Medic Vision Ltd 50 20 15
MeridianMinerals 52 20 06
Metminco Ltd 24 25 23
MidasResources 50 30 23
MidasResources 50 10 09
Millepedelntl 03 50 17
Mindax Ltd 43 75 1-3
MineralsCommodites 40 20 2-4
MiningProjectsGroup 0.1 0.2 3-10
MithrilResources 12 12 11
Moko.mobiLtd 82 10 211
MonaxResources 55 15 13
Monitor Energy 04 25 10
MontezumaMiningCo 36 20 1-0
Mt Magnet South 60 25 00
Mutiny Gold Ltd 40 10 0-10
NKWEPIlatinumLtd 53 35 1-0
NavigatorResources 17 25 1-3
NeptuneMarineServ. 26 20 0-4
Nex Metals Explor. 16 25 13
Norton Gold Fields 19 20 01
NthnMining 60 40 14
NthnUranium 10 15 17
Nthn Uranium Ltd 10 20 21
OBJ Ltd 26 10 04
OdinEnergy 13 25 23
OilBasins Ltd 66 15 1-10
Orchid Capital 38 50 16
OrionPetroleum 49 30 01
OroyaMining 03 08 13
Outback Metals 21 30 04
OzBrewing 33 20 24
Pacific Ore Ltd 70 50 21
PadburyMiningLtd 14 20 0-9
Padbury Mining Ltd 14 20 09
Palace Resources 11 20 1-10
PanaxGeothermal 40 25 14
PapillonResources 21 20 24
PapillonResources 21 20 04
ParagonCare 32 20 19
PeelExploration 90 20 0-3
PeninsulaMinerals 36 30 110
PharmanetGroup 08 15 0-10
Photo-MeAustralia 0.3 60 0-11
PlatinaResources 20 35 06
PoseidonNickel 17 92 13
PowerResources 60 20 12
PrimaBiomed 90 20 14
Proto Res & Inv 18 50 14
ProtoResources &Inv. 1.8 25 34
Proto Resources &Inv.18 20 1-0
QRScienceHoldings 45 45 1-10
QuantumResources 13 10 0-2
QuantumResources 13 50 2-3
QuantumResources 13 10 1-8
QueenslandMining 91 20 19
RamResources 22 30 17
Range Resources 93 50 14
RangeResources 93 100 01
Red Sky Energy 13 20 10
RegalResources 25 60 12
RegisResources 114 50 35
RegisResources 114 100 2-2
RegisResources 114 200 1-8
RepublicGold 13 40 09
Rer Group Ltd 34 20 04
Resolute Mining 75 60 14
ResourceMiningCorp 0.7 08 1-7
ResourcesBase 25 50 13
RialtoEnergyLtd 32 60 0-10
RichmondMining 23 20 04

Black-

Option Share Option Options Break-

Option Scholes Over/ Vola-
Price Valuation Under- tility

2.2
0.4
355
0.1
12.0
17.0
13.0
0.7
0.7
12
0.3
04
0.1
0.5

19
0.4
49.6
0.0
138
6.8

Valued

+15
-0
-28
+999
-13
+150
+51
+770

-27

-71
-88
-43
+22

+87

+64
+20
-5
47
-78
+546
+4
+3
+7
+159
+1
+1

0.96
0.96
071
122
121
0.25
0.25
0.67
118
0.55
0.99
1.02
183
0.88
0.56
1.20
120
136
0.48
103
2.33
0.71
0.79
0.62
159
0.74
0.83
0.80

0.93
0.93
0.93
1.08
112
0.92
0.92
091
101
0.44
0.44
0.44
0.83
0.54
0.62
1.20
113
114
117

Lever-
age

151
211
124
9.99
1.30
3.82
6.58
322
143
449
353
285
134
497
198
121
212
191
3.96
173
101
219
152
3.62
179
170
9.99
3.32
177
203

2271
5.74
139
1.88
1.80
143
247
112
153

171
8.48
9.99
147

115
188
411
111
1.80
156
6.28

223
213
3.67

280
124
344
295
7.36
482

221

to Buy
1 Share

10
10
10

Even
Rate

+60
+149
-5
+999
+22
+18
+23
+147
+85
+146
+327
+540
+175
+999
+14
+15
+190
+506
+59
+104
+33
+30
+19
+147
+550
-6
+999
+218
+16
+63
+43
+52
+287
+12
+52
+49
+54
+273
-1
+43
+999
+141
+999
+121
+10
+105
-25
+3838
+310
+9
+7
4
+999
+22
+165
+999
+306
+299
+193
+6
+125
+122
+999
+252
+999
+84
+246
+67
+39
+6
+999
+92
+127
-21
-6
+40
+372
+9
+15
+41
+128
+145
+71

Page 15
Yr/Mth Black- Option Share Option Options Break-
Company Share Exercise to Option Scholes Over/ Vola- Lever- to Buy Even

Price  Price Expiry  Price Valuation Under- tility age 1 Share Rate
Valued

RivieraResources 20 10 44 80 178 -55 141 106 10 -2
Rox Resources 36 10010 07 07 -3 130 203 10 +270
Rox Resources 36 15011 20 25 -20 130 131 10 -3
RoyalResources 25 10 12 140 175 -20 123 128 10 -2
SafetyMedicalProd 37 100 0-4 01 0.0 +999 059 999 10 +999
Samson Oil & Gas 66 15 24 60 57 +5 119 111 10 +6
SaracenMineralHold. 45 10 2-10 195 364 -46 052 122 10 -14
ScandinavianRes 14 25 12 20 04 +439 041 530 10 +81
SierraMining 14 20 04 35 27 +31 134 250 10 +373
SihayoGold 16 20 05 20 20 -2 084 332 10 +I32
SinoGas&Energy 32 50 1-4 02 0.1 +153 109 273 10 +688
SoulsPrivateEquity 83 20 45 1.6 04 +310 027 404 10 +24
SthnCrossGoldfields 96 15 0-3 1.0 0.3 +19 081 534 10 +672
StirlingMinerals 10 14 33 29 36 -19 059 181 10 +16
StirlingResources 80 15110 20 24 -18 088 183 10 +51
Stirling Resources 80 40110 08 52 -8 088 137 10 -24
StonehengeMetals 98 10 2-3 40 68 -41 131 123 10 +17
Stratatel Ltd 40 10 11 08 00 +99 044 627 10 +150
StructuralMonitoring 10 15 0-4 03 02 +34 154 224 10 +483
StrzeleckiMetals 17 20-112 04 02 +78 104 224 10 -100
Syndicated Metals 13 20 14 20 25 -22 074 235 10 +53
Synergy Metals 16 30 10 03 0.1 +127 064 338 10 +106
TalismanMining 85 20 04 700 654 +7 102 130 10 +19
TargetEnergyLtd 21 10 22 07 04 +73 095 191 10 +112
TasmanResources 11 10 1-10 56 58 -3 103 144 10 +24
TawanaResources 16 10 07 01 01 9 154 249 10 +99
TeysLtd 07 20 09 08 00 +99 198 207 10 +99
ThundelarraExplo. 90 20 27 800 755 +6 090 115 10 +4
TransolCorporation 04 20 09 01 00 +233 127 254 10 +812

Triton Gold Ltd 12 25 34 50 34 +45 064 187 10 +32
UnionResourcesLtd 07 20 04 02 00 +99 095 521 10 +99
UnitedUranium 11 20110 39 48 -20 113 151 10 +53
UranLtd 18 80111 06 04 +70 101 191 10 +130

VectorResources 58 20 1-10 18 0.6 +217 073 257 10 +106
VictorianGoldMines 17 20 3-7 37 105 -65 092 131 10 +10
Victory WestMoly Ltd 12 20 16 29 39 -25 096 181 10 +55
VoyagerResources 13 20 11 03 05 -42 128 163 10 +69
WAM Active 105 115 08 16 63 -75 026 721 10 +17

WesternDesertRes 46 18 1-3 31.0 341 -9 135 123 10 +6
Westoz Invest. 97 100 1-10 6.0 150 -60 024 409 10 +5

WestralianGas&P 17 50 11 03 01 +211 076 321 10 +186
WhinnenResources 50 20 2-8 21 16 +28 101 160 10 +75
White Cliff Nickel 62 25010 10 01 +99 078 420 10 +459
Yellow Rock Res 19 70 21 05 03 +85 079 222 10 +93

Living Cell Technologies(codes LCT and LCTO).
Living Cell Technologies - in which we hold some options
-is continuing to report success with its NZ patient trials.
The first four patients were dosed with 10,000 islet
equivalents per kilogram of body weight, followed by
another four patients with a dose of 15,000 IEQ/kg. The
study has now received permission to give the next four
patients doses of 20,000 IEQ/Kg.

The shares of this company, however, remain very
volatile and have fallen to 19 cents. That is below the
exercise price of 24 cents of our options which have a
final exercise/expiry date of 31 December 2010.

If the shares remain below 20 cents, then our options
will expire worthless. On the other hand, the volatile
sharegouldbounce back to 40-50 cents (up 110-160%)
by the end of December, with our options worth 16-26
cents (up 300-550%).

One of the advantages of options is that they allowed
us to take an equity interest in this volatile company
(which has some exciting technology and huge growth
potential)with a smaller initial investment placed at risk.
When we first reviewed this company in November 2009
the shares traded at 29 cents and the options at 7% cents.
10,000 shares purchased at 29 cents would have cost
$2900, while 10,000 options required only $750 of our
capital to be at risk. At current prices, an investment in
the shares would be down (Continued on Page 16)
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Options: Living Cell Technologies Investment Outlook

(Continued from Page 15) (Continued from Page 1)
$1000 (anatouldlose more value), while the optionsare  when we have more space and more time).
down only $350, with the maximum loss limited to $750. Next year's biggest winners (and biggest losers) will

In late December - depending upon the share price - probably be a surprise - resulting from some change that
we have a range of choices. If the shares are above 24s not expected! So a successful portfolio will be one with
cents we can exercise the options (i.e. at an additionalpositions in a lot of different companies that have the
cost of $2400 for 10,000 shares) which, with the original potential to perform well under arange of circumstances.
cost of the options, would bring aninvestmentto $3,150. Many of our biggest winners over the last 29 years have
We would be paying $250 more than simply buying the been shares which at some time fell 25-50% in value or
shares a year ago - liig up less capital initially and put ~ spent a year or two “going nowhere” in our portfolio.
less capital at risk as the company goes through anCampbell Brothers would be an example hufth
uncertain year of proving its technology. situations!

If we don't want to continue this investment, we can Our general stockmarket Forecasting models point
simply sell the options on-market and realise whatever to a relatively Neutral outlook for stockmarkets over the
value they have. next 6-12 months. It is therefore more important than

If the shares arander24 cents in December 2010 ever to have a range of different companies in our
then the options will expire worthless (i.e. fora$750loss) portfolio - those that will survive if the economy and
but we still have the choice of continuing our investment stockmarket should first stumble, those that could soar if
in Living Cell Technologies by buying existing shares the economy and stockmarket continue to improve and
on-market at a lower price. many that will just quietly go about running and growing

If the share price remains around 19 cents (i.e. its their businesses as best they can regardless of what
current level), then the options would be worthless but happens elsewhere in the economy or the world!
we could buy 10,000 shares on market for $1900. Our  Overall, we feel that share valuations are attractive -
totalcost (i.e. the worthless options and, later, the sharesdiscounting economic uncertainty and the potential for a
bought on-market) would be $2650. That is a saving of double-dip recession. The takeover of Ross Human
$250 over buying the shares directly a year ago. If the Directions (at a price we consider to be too low) still
shares dropped to 15 cents, the savings would be $6500ffers a 60% premium over timearket'srecent value -

Inthis situation, options give us an equity exposure in andfourtimes themarket'svaluation at the March 2009
avery risky, volatile company, while minimising the initial ~ stockmarket lows! We consider this further evidence
capital we placed atrisk and giving us another 14 months that marketvaluations are simplyoo low. We have
to assess its development and progress before having tdeen saying this for the last two years: that shares have
commitfurther capital. There is a small cost of doingthis been trading at low valuations not seen since the late
- $250 or about 8.6% in the example above - but also the 1970's and early 1980's!
potential of acquiring the shares on-market even more  Despite economic uncertainties (i.e. “business as
cheaply (although, of course, in that situation the initial normal” for the stockmarket), share prices continue to
options will be worthless). offer good value - so we recommend that investors

We always favoured exercising our options and remain fully invested in the recommended shares.
continuing our investmentin Living Cell Technologies -
but donot need to make that decision until late December

2010. Perhaps somewhat counter-intuitively, loest D I V I d e n d $

outcome would be for the shares to dip even lower. Our

options would be worthless, but we would be able to buy Centsper Ex- Pay- Tax .

the shares more cheaply on market than we would Company Share  Date able Credit

exercising “successful” options at 24 cents! AbanaHealthcare 13.70 10-08 17-08 58714
Please don'ttell everyone that your investment adviser Property For Industry 155 1608 26-08 02832

Smiths City Group 1.00 06-08 13-08 Nil
Steel & Tube Holdings 5.00 17-09 30-09 Full
Australian Shares

wants share prices to drop further and one of our option
investments to expire worthless!

Ammtec 11.00 1510 29-10

N t | Campbell Brothers 55.00 07-06 01-07

ext iIssue: Challenger Wine Trust 1.00 24-06 30-08

The next issue oflarket Analysiswill be emailed in ~ CharterHallGroup 160 2406 2703
Finbar Group 550 06-08 20-09

four weeks time oMonday September 13, 2010. Prophecy International 050 i i
The print version will be delivered later that week, RossHuman Directions  2.00 1309 08-10
depending upon printing and postal delivery times.
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