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Investment Objective

The aim of the VIP Australian Shares Leaders Portfolio is to provide investors with investment income and capital growth in excess of
the S&P/ASX 100 Index over the over the long term from investment in a portfolio of large capitalisation (cap) Australian shares.

The portfolio invests in 15 to 30 Australian shares within the S&P/ASX 100 index that have been selected via a Quantitative and Qualitative
screening process. This process aims to short list companies that are transparent and easy to understand, run by good management,
priced below their valuation, &, display attractive growth prospects.

) Investment Growth
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Trailing Returns
As of Date: 31/08/2016

1 Month 3 Month 6 Month 1 Year 2 Years 3 Years 4 Years 5 Years Inceiii:?cc)ﬁ
VIP Australian Share Leaders -2.34 2.07 13.77 14.85 7.78 11.78 15.08 13.36 11.26
VIP Australian Share Leaders Investment -2.45 1.72 12,99 13.31 6.33 10.28 13.54 11.84 9.77
VIP Australian Share Leaders Super-Pension -2.41 1.86 13.31 13.93 6.92 10.89 14.17 12.46 10.37
S&P/ASX 100 TR -1.56 1.80 13.52 8.15 2.60 6.49 10.94 10.07 9.73

Performance Contributors & Detractors

The strongest performing sector was the Information Technology sector 5.11% followed by the Consumer Staples and
Energy sectors with 1.96% and 2.89% gains respectively. On the other hand, the Telecommunications Services sector -
6.59% followed by Utilities -5.22% and Healthcare -3.40% achieved the lowest returns over the month.

Over the last 3 months the higher allocation of the portfolio to the Basic Materials & Utilities, along with a lower allocation
to the Energy & Financial Services sector contributed to performance; whereas a higher allocation to Communication
Services, Technology, Healthcare, & Industrials and a lower allocation of the portfolio to the Consumer Defensive &
Consumer Cyclical sectors detracted from performance.

The Top 3 Contributors for the month were Bendigo and Adelaide Bank Ltd 8.18%, Ramsay Health Care Ltd +5.31%, and
Australian and New Zealand Banking Group +4.10%; and the Top 3 Detractors for the month were Brambles Ltd -8.40%,
CSL Ltd -8.39%, and Reliance Worldwide Corp Ltd -5.76%.



Month in Review - Economic & Market Commentary

Australia and its Overseas Owners

It is a common perception, largely media-driven, that the Chinese are slowly but surely planting their flag across Australia,
particularly in the agricultural sector where foreign ownership of Australian land has come under scrutiny in recent years.
While Chinese investors and companies are indeed acquiring Australian agricultural land (AAL) at a steady pace, their
ownership percentage has been revealed as a comparative side act with the release of The Register of Foreign Ownership
of Agricultural Land compiled by the Australian Tax Office.

The results have shown that the United Kingdom leads the ownership percentage with a 7.2% ownership of total Australian
agricultural land. notably, this equates to 52.7% of foreign-owned agricultural land, meaning that of the 13.6% total foreign-
owned agricultural land, the UK contributes to over half of the sum. Coming in second is the USA with a 2% hold in AAL,
the Netherlands at 0.8%, Singapore at 0.5%, and finally China with an 0.38% ownership of AAL. Ironically, one of the more
pressing drivers of the development of the register was concerns over China’s increasing stake in Australian land.

That said, the ranking order would have been significantly different had treasurer Scott Morrison not blocked the sale of
Australia’s largest cattle business, S. Kidman and Co., who’s land mass totals 2.5% AAL. The proposed sale for $370 million
was to Dakang Australia, who's largest shareholder is China’s Shanghai Pengxin Group and would have therefore moved
China to the 2™ ranking in the Register.

At rank 5, concerns over China’s takeover may seem misplaced. However, reasoning behind the hype may be deduced from
the notion that while they may not be owners of as much physical land as the four countries before them, China’s acquisitions
could be better placed in the smaller but more lucrative properties of the south as opposed to the large lands of the Top End
used for grazing.

While the Register’s stocktake was done between the 15t of July 2015 and February 29t 2016, there have been notable
acquisitions this year. Included in the Register is the $280 million sale of the Van Diemen’s Land Company, Australia’s
largest dairy farm to Chinese firm Moon Lake Investments. Furthermore, Westchester Group of Australia (US-owned) paid
$35 million in April for three properties totalling 5000ha and 7500 mega litres of water licences at Goondiwindi, on the QLD-
NSW border. China’s Union Agriculture also has been active recently, paying $11 million for the 5260ha Kyabra Station at
Tamworth to add to its NSW portfolio. These are just some examples of the acquisitions of AAL that continue to occur, with
an increase over the last two years of foreign ownership that had 11% of agricultural land being foreign owned in 2014
compared to the 13.6% in 2016.

Complaints of foreign ownership have derived largely from a combination of a misunderstanding of the situation and a
resulting rise in patriotism. As stated by Victorian Farmers Federation vice president David Jochinke, “sometimes we get
tripped up on the word ‘foreign’... and it really detracts from the real game of agriculture and what agriculture needs.” In
fact, foreign investment is essentially a necessary factor in almost any economy as noted by Alan Bowman, chairman of
Australian superannuation fund Prime Super, maintaining that “generally speaking to grow this country we need to external
investment in every field.”

Misunderstood by opposition to foreign investment is the fact that it contributes to the growth of the economy, productivity
and creates jobs. Whether a supporter or opposed to foreign investment in agricultural land, it is safe to say Australia will
never again see a country that is 100% Australian owned and simply from an economic standpoint, it can be summed up
by Scott Morrison’s comment that “"we cannot afford to risk our economic future by engaging in protectionism.”

Source: Business Insider, News.com.au, ABC, Weekly Times



Portfolio Holdings & Adjustments

VIP Australian Share Leaders - Holdings

Total Total Total Dividend
Ticker Sector Ret 1 Ret 3 Ret 1 Yield %
Mo Mo Yr ™

(Mo-End) (Mo-End) (Qtr-End)
Bendigo and Adelaide Bank Ltd BEN Financials 8.18 7.23 -13.89 9.11
Ramsay Health Care Ltd RHC Health Care 5.31 14.05 19.24 2.11
Australia and New Zealand Banking Group Ltd ANZ Financials 4,10 5.57 -17.33 9.13
National Australia Bank Ltd NAB Financials 3.01 0.70 -10.51 10.17
James Hardie Industries PLC DR JHX Materials -0.50 4.41 20.49 1.98
TPG Telecom Ltd TPM Telecommunication Services -4,99 -1.06 34.73 1.53
DUET Group DUE Utilities -2.23 15.74 20.98 7.00
Sydney Airport SYD Industrials -3.70 4,94 44,98 3.97
DuluxGroup Ltd DLX Materials -3.46 -0.47 15.63 4.69
Telstra Corp Ltd TLS Telecommunication Services -5.00 -1.94 -2.23 8.62
Spark Infrastructure Group SKI Utilities -3.05 10.43 32.40 5.52
Westpac Banking Corp WBC Financials -5.24 -4.04 0.48 8.93
Aristocrat Leisure Ltd ALL Consumer Discretionary -5.27 18.20 82.88 1.26
CSL Ltd CSL Health Care -8.39 -6.62 32.12 2.00
Brambles Ltd BXB Industrials -8.40 -4,12 19.89 2.67

Reliance Worldwide Corp Ltd RWC Industrials -5.76 -0.64
RBA Bank accepted Bills 90 Days 0.15 0.47 2.20

Portfolio Adjustments

In August, the VIP Investment Committee decided to sell Bank of Queensland (BOQ) in order to replace it with National
Australian Bank (NAB). We believe NAB to have better growth opportunities than BOQ, particularly now that NAB has
diversified away from Europe via a demerger from Clydesdale Bank. Boral Ltd (BLD) was also sold as the Committee lacks
confidence in the company’s management, shown in BLD’s underperformance. However, VIP still likes the construction
industry and as a result replaced BLD with DUET Group (DUE), and Reliance Group (RWC).



Portfolio Risk & Sector Exposure

Risk-Reward
Risk v Return Time Period: Since Inception to 31/08/2016
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VIP Australian Share Leaders - Equity Sectors

Sector Exposure -
Portfolio Date: 31/08/2016
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Value Investment Partners Pty Ltd is a Corporate Authorised Representative (Representative No.: 409849) ABN 72 149 815 707 of Sterling Managed Investments Pty Ltd, Australian Financial Services Licensee (AFSL 340744). This
document has been prepared for general information purposes only and not as specific advice to any particular person. Any advice contained in this document is General Advice and does not take into account any person’s investment
objectives, financial situation and particular needs. Before making any investment decision based on this advice, you should consider, with or without the assistance of a securities adviser, whether it is appropriate to your particular
investment needs, objectives and financial circumstances. A Product Disclosure Statement and/or Investment Options Document on any financial product mentioned in this document should also be obtained and read prior to
proceeding with an investment decision. Futuro Financial Services and its representatives may have an interest or associations with the product providers detailed in this report, and will be entitled to receive remuneration for the
provision of personal financial product advice by means of commissions and/or fees and other benefits. If you proceed with personal advice, details of remuneration and associations will be detailed in full within a Financial Services
Guide and Statement of Advice. Although every effort has been made to verify the accuracy of the information contained in this document, Futuro Financial Services Pty Ltd, its officers, employees and agents disclaim all liability
(except for any liability which by law cannot be excluded), for any error, inaccuracy in, or omission from the information contained in this document or any loss or damage suffered by any person directly or indirectly through relying
on this information.




