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Unleashing the value of Micro Cap Companies


http://www.microequities.com.au/DEEP VALUE MICROCAP FUND.pdf

DISCLAIMER

0 in this document as fMicroequities Asset Manage ment ¢
ent manager of the Microequities Deep Value Microcap Fund

e issuer of this document and of units in the Fund. The current

king a decision to invest in the Fund.

e and does not constitute personal advice. In preparing this document,
the investment objectives, financial situation or particular needs of individual
ommends that potential investors read the IM in its entirety and seek independent
other implications of investing in the Fund and the material contained in the IM.

ent in the Fund is appropriate for their investment objectives, financial situation and needs.
t, Microequities Pty Ltd, or their members, directors, employees, consultants, appointed
or agents guarantee the repayment of capital invested in the Fund, the payment of income from the
d or an investment in the Fund generally. As with any investment there are inherent risks in investing in
the investment in the Fund is speculative, that the investment may result in a reduction in the capital value
ome and returns that are less than expected or delays in repayment of capital. Please refer to section on Risks

estment in the Fund may only be made on the application form attached to or accompanied by the Information

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE PERFORMANCE.
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FUND PEFORMA

es, Since Inception

Microequities Deep Value 101.1% (Net of Fees)
Microcap Fund

All Ordinaries Accumulation 63.9%

Index
Challenger Microcap Fund 56.9%
SmallCo Fund 77.8%

IS |t repeatable? We will come back to that!
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WHAT HAS HAPPENE

MARKET

ober 2007-March 2009)

ed a binomial market scenario
stemic collapse of financial system
anic spread, bank run in some countries
¥ Forced selling by fund managers

“ Highly depressed pricing

¥ Compelling long term value opportunities
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MACROECO. IMPACISE

onomies go into deep
|l th one except.i

2009 Real GDP Unemployment

Rate
-2.4% 9.5%
-5.3% 8.0%
-5.4% 5.4%
UK -4.4% 7.6%
usS -2.7% 9.3%
Australia +0.8% 6.0%
* Source IMF
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WHY AUSTRALIA AVOIE

RECESSION

o f
ts (54%) for Australia are in Asia

o of Australian exports go to Asian
Australia is an Asian play.

ation of Australia s exports

Rest of _ .y
World China India '

21% Korea
32%

Source ABS, Microequities

MICroO
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GDP GROWTH OF OURSE

PARTNERS

ers faired
- o FY10-11

2009 GDP  2010(F) GDP 2011(F) GDP

-2.4% +1.7% +2.4%
+8.5% +9.0% +9.7%
-1.0% +3.5% +5.2%
India +5.3% +5.1% +7.3%
* Source IMF
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“ China, and (to a lesser extent) India are the game
changers for the world, and Australia.

“Chi naverae Real GDP growth rate of 7.8% since
what year?

“ In 2000, Ch I n@DPswas equivalent to 12.3% of US
GDP. By 2014 C h I n@DP s$s expected to be 84.5% of
US GDP (under PPP).

“ In 2009 China become a net importer of Coal for the
first time In its History. Demand shift curve change iIn
coal.

“ Forecast seaborne Iron demand expected to rise
900Mtpa to 1800Mtpa over next 15 years (source sHp)

_, micro
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AUSTRALIA, RIGHT E

INVEST, RIGHT

omposition
) resource boom

of approx 22m to capture a 20+ year
ural change in world economic history

ast advanced economy population growth rate

“ End effect:

Higher prosperity for Australians

Superior economic growth

Relative superior outlook for equity market
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AND ADDI

T

Global Corporate
Governance Ratings
1. Ireland 7.44
2. Australia 2. UK 7.36
3. Canada 7.35
9.33 4. Australia 7.32
9.27 5. US 7.18
9.21 6. Netherlands 6.60
9.07 7. South Africa 6.49
8. Luxembourg 9.02 8. New Zealand 6.42
9. Austria 8.98 9. Finland 6.41
10. Chile 8.80 10. Switzerland 5.96
Source IMD World Competitiveness 1995-2009 R e St o= | nfornations MICro
EQUITIES
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SO WHERE ARE WENE

World Regional Prospects

World economic recovery
starting to gather momentum

Asia leading the world
Recovery, Australia highly
exposed to Asian Growth
engine

Risks?
Asset bubbles
Credit availability
Regional Crisis
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SO WHERE ARE WA

Australia

2t Index at approx 4950 points

0 rise 37% to match 15t November 2007 level
)mestic Unemployment has peaked at 5.8%

e expect 3.5% - 4.0% 2011 GDP Growth for Australia
¥ Expect economy to surprise on the upside

“ Tight supply, labour market and capacity constraint a
concern/challenge for government policy

Unleashing the value of Micro Cap Com
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BACK TO OUR FUNDSSE=C

Q u I C k Ove rVI eW “Cfpt_uring Value"

o S o

INFORMATION MEMORANDUM

philosophy —

S;

on t pay fair value

¥ Good businesses, growing, undervalued and managed
by good management

“ No debt, no derivatives, cash + equities only
¥ Boringly simple, excitingly effective
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BACK TO OUR FUND

e
TQUITHE

ating leverage to fast expanding

H Cash

H Software & Services

LI Telecommunications Services
L Food Products

' Hotels Restaurants & Leisure
LI Consumer Durables Apparel
H Media

H Capital Goods

LI Health Equipment & Services

LI Metals & Mining

23/04/2010
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BACK TO OUR FUNDSSS-

Buying Opportunities

IT Software company with favourable long term structural change in its
core industry (valued at 70% premium to current share price)

¥ Mining services company, at around 7.0X, no debt, high cash position,
earnings cycle at bottom end of the cycle

“ All companies on high earning yields, two out of the three paying high
dividend yields, others likely to resume dividend payments in FY11
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BACK TO OUR FUND

Prospects

vvvvvvv
rouiTich

opportunities remain compelling
arnings growth to resume
ges of economic boom

d economic structural shift highly favourable for
ustralia

¥ Attractive Gross Dividend Yield in the Portfolio
(currently 6.0%)
“ We will be making our first distribution July 2010

Unleashing the value of Micro Cap Companies
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DEEP VALUE
MICROCAP FUND

SUMMARY

“Capturing Value"

= A e .
G

sibility a lot better
omic recovery under way

Ighly leveraged to superior Asian growth
Deep Value Fund prospects:
Double digit returns?
¥ Opportunity train has not left the station
Higher prosperity for Australians
Superior economic growth
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THANK YOU!

Contacts

cqil@microequitiesS:ce

jor Advisor

Unleashing the value of Micro Cap Companies

18

25/04/2010


mailto:cgil@microequities.com.au
mailto:sgutman@microequities.com.au
mailto:sgutman@microequities.com.au

