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Shares generally offer potential to grow your money over longer time periods. However share
prices can also rise and fall a lot in short spaces of time —sometimes in one day. At the end of the
day, history shows us that if you're investing over long time periods, a well diversified Australian
share portfolio generally achieves positive returns.

Quarter Review S&P/ASX 300 Accumulation Index
The S&P/ASX 300 Accumulation Index was up 4.7% over
the December quarter. The quarter was relatively flat until
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the final month where the market ramped up solidly. 35000 - == Close

Following on from a strong third quarter, the Australian
market finished 2010 cautiously optimistic. The Australian 34000
market continues to benefit from its resource-rich nature.
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Strengthening commodity prices remained a feature of
markets during the quarter. Solid macro data out of China 32000
and the US provided further evidence that economic

growth is stabilising with domestic consumption 31000

increasing. It was not all smooth sailing though with
investors concerned that Chinese authorities may over 30000
tighten as a result of sustained growth.
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The big four banks began to announce full year results.

National Australia Bank reported NPAT of $4.6b, slightly

ahead of consensus. Australia and New Zealand Banking

Group then topped their peer by reporting NPAT of $5.0b,

also ahead of consensus. AGM season provided some consistent themes across sectors. Key amongst these were the
competitiveness of market conditions generally, the negative impact of interest rate rises, a strong Australian Dollar and
abnormally wet weather.

Domestic interest rates were a contentious topic during the quarter. Consensus expectation of a 0.25% hike by the Reserve Bank
of Australia in October proved misplaced, with the Board instead hiking the cash rate target by 25bps in November.

The Australian Dollar gained 5.8% against the USD to finish the quarter at USD1.02.

The best performing sectors were Materials, Pharmaceuticals & Biotech and Energy. The worst performing sectors were
Transportation, Food & Staples Retailing and Food, Beverage & Tobacco.

Outlook

Domestic economic data flow was mildly positive in December. While the unemployment rate reduced further to 5.2%, the
Australian consumer does not yet appear convinced that the time to spend is now. Even though the economy is growing at or
above average levels these figures make it clear current growth is not driven by the Australian consumer, rather by demand for
resources. When the consumer decides it is time to spend, however, there may be some upside surprise to Australia’s domestic
growth. Investors showed their collective hand in December with the broader market posting strong gains, and with risk assets
again in favour, the Australian equity market looks well positioned to benefit through 2011.
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