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PORTFOLIO EXPOSURE ANALYSIS %
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2.5% 2.7% 0.0%
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12.4%| 65.3%| 85.9%

PORTFOLIO SECTOR ANALYSIS

Materials 28.52% 28.52%
Commercial Services & Supplies 14.26% 14.26%
Unspecified 8.76% 8.76%
Capital Goods 8.72% 8.72%
Health Care Equipment & Services 5.36% 5.36%
Consumer Services 4.84% 4.84%
Insurance 3.71% 3.71%
Pharmaceuticals & Biotechnology 2.99% 2.99%
Energy 2.50% 2.50%
Banks 2.26% 2.26%
Diversified Financials 2.13% 2.13%
Consumer Durables & Apparel 1.87% 1.87%
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MARKET AND COMMENTARY

Cadence Capital Limited closed on the 30™ December 2005 with a Net Tangible Asset Backing
(NTA) of $1.034 pre tax and fees and $1.020 post tax and fees.

During the month of December, Cadence Capital Limited returned a gross performance of 4.08%
compared to arise in the All Ordinaries Accumulation Index of 3.09% and arisein the Small
Ordinaries Accumulation Index of 1.45%. The fund finished the month 85.9% long, 0.0% short
and with a Net Long Exposure of 85.9%.The net exposure of the fund for November was 34.9%.

During the month of December two pieces of information struck us as interesting.

The first was an article in The Economist magazine of the 10" December 2005. The article was
headed ‘Hear that hissing sound?’” and outlined the recent update by the Organization for
Economic Corporation and Development (OECD) on global house prices. This article contended
that Australian house prices were 50% overvalued in Quarter 3 of 2005 and ranked as the most
overvalued housesin the world. To judge the fair value of homes, the OECD uses the ratio of
prices to rents, which isaquasi price-earnings ratio for housing. Theoretically if house prices are
too high relative to rents, potential buyerswill rent not buy, eventually pushing down real prices.
In Australiathisratio is 70% above its average level over the period since 1970.

The second interesting piece of information was the fact that many of the base metals reached new
highs during the month of December 2005. In fact many of these base metals have been reaching
new highs throughout 2005 and have started 2006 again reaching new highs.

Theoretically higher commodity prices should result in higher prices for manufactured goods
which in turn should lead to inflationary pressure. Thisinflationary pressure should ultimately lead
to higher interest rates which in turn precipitate lower asset prices. A meaningful risein interest
rates in 2006 would reverse afalling interest rate trend that has been in place for nearly 18 yearsin
Australia. Should further inflationary pressures emerge this year asset prices in genera will be
under pressure.

Inflationary pressures and the threat of higher interest rates remain areal risk for asset pricesin
2006.

DISCLAIMER

Theinformation contained in this report has been prepared with all reasonable care by Cadence Asset Management Pty Ltd. It is provided for
information purposes only and should not be construed as an offer or solicitation. It should not be relied upon as the sole basis for making an
investment decision, nor should a decision be made until the risks of the investment are fully understood. Cadence Asset Management Pty Ltd
assumes no responsibilities for errors, inaccuracies or omissionsin this summary. The information is provided without warranty of any kind. Past
performance is not indicative of future performance. Investors may not get back the full amount originally invested.
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