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JULY 2013 UPDATE

SHAREHOLDERS’ QUARTERLY REPORT

OVERVIEW

Flagship Investments Limited’s underlying portfolio outperformed the market during the quarter
but underperformed cash. It returned -1.7% versus the All Ordinaries Index return of -4.1%. By

comparison, the NAV per share declined by 2.4% over the quarter.

UNDERLYING PORTFOLIO PERFORMANCE (as at 30 June 2013)

Since Inception 3 months 1 year 3 years 5 years

(May 1998)
Portfolio” 11.7% -1.7% 32.9% 9.8% 9.0%
UBS Bank Bill Index 5.3% 0.7% 3.3% 4.3% 4.5%
ASX All Ordinaries 3.8% -4.1% 15.5% 3.4% -2.2%

" Source: EC Pohl & Co Pty Ltd

INVESTMENT ACTIVITY

During the June quarter, we increased our holding in Telstra and reduced our exposure to ANZ,
Cochlear, Carsales.com, REA Group, SEEK, Westpac, Woolworths, and Wotif.com. We added Als
Ltd (ALQ) to the portfolio.

OUTLOOK
The Australian market produced its worst performance for the past financial year during this

quarter. This performance was far worse than the MSCI Index (USD) fall of only 0.7% for the
same period and can be largely attributed to the poor performance of commodities and the lack
of investor confidence, especially overseas investors. This lack of confidence and the decision by
the Australian Reserve Bank to lower the cash rate by 25 basis points to 2.75% caused a decline
in the value of the Australian dollar against the USD, which fell during the quarter by 12.3%, its
largest fall since September 2008.

Much of the declines experienced in Australia, and around the world, can be attributed to a slow
down that is materializing in China, the world’s largest manufacturer and exporter, as well as
pressure being exerted by the Chinese central bank on the Chinese banks to curb liquidity
expansion. These events have had a knock on effect around the world with commodity prices
affected the most, while overall global economic conditions have deteriorated further.

We took advantage of the strong markets in the first quarter to increase our cash holding and
will re-invest these funds now that some value has returned to the market. While we do not see
a dramatic improvement in the P/E ratings from current levels, the short-term financial metrics
for the companies in the portfolio, including organic sales growth, earnings and dividend growth,
should provide the impetus for an improvement in valuations.

PORTFOLIO CHARACTERISTICS (as at 30 June 2013)

NAV (tax on realized gains only) — total $36,482,361
NAV (tax on realized gains only) — per share 150.6 cents
Concentration of the Top 20 Holdings 86.31%
Stocks in the underlying portfolio 25
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FUND MANAGER SECTOR BREAKDOWN (as at 30 June 2013) TOP 5 STOCK HOLDINGS (as at 30 June 2013)
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SHARE PRICE (as at 30 June 2013)
(after adjusting for the rights issue)
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Y This opinion is provided by Independent Investment Research and must be read together with whole report including

the disclaimer and relevant legal notices which can be found at www.independentresearch.com.au




