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New Directorship

We are delighted to announce the appointment of Jill Nes as a director of BMF Asset Management with 
effect from 1 August 2007. Jill, a Chartered Accountant, brings 28 years experience to our team and our cli-
ents. She ran a boutique Private Client Wealth Management business covering asset management, financial 
structuring, administration and tax aspects prior to joining BMF.

Jill has been with us for a year now and is well known to many of our clients. We encourage you to contact 
Jill in addition to Saul Borowitz and Barry Mendel regarding your portfolio.

Our team has grown extensively in capability over the last twelve months with further recruits in areas of 
research, self-managed superfund administration and strategy, and portfolio administration.

The Year To Date in Review

Our caution to our investors in our February newsletter about the expectation of average annual returns of 
24.5% from the Australian market appeared misguided when the S&P 200 peaked at 6436 on 13 July. The 
Australian market seemed poised for another year of spectacular growth. The current technical correction 
of over 10% from the market’s high has returned investors to a sense of normality. When put into perspec-
tive, many of our investors’ portfolios are not far off from where they were back in February. We expected a 
return for the year around 10%. The latest US Federal Reserve reduction of 0.5% off the short-term discount 
rate may serve to give the global economy a lifeline and restore some liquidity to the market. That, coupled 
with greater credit easing, may in-turn stabilize economies and avert a global recession. In January the ASX 
200 was at 5570. As a resource based economy, that 10% calendar year target growth rate for Australia is 
not completely out of the question with the Asian economies still burgeoning. Maybe this time, however, the 
celebrations will be much more subdued when the index breaks through 6000.

What has served our portfolios well has been the international diversification and exposures to the high cash 
generating defensives like Resource Companies, Banks and Gold, which we advocated back in February. 
BHP is still up 27% from its January level and RIO up 9%. The major banks are holding steady or are at 
least mildly positive. The strategy of shorting portfolios (like an insurance policy) was starting to be viewed 
as a wasteful cost on the portfolio as the “bull” roared ahead. Shorting has been deeply appreciated over the 
last month when one of our main international managers, Platinum Asset Management, called on their insur-
ance. Over the tumultuous week of 13 August to 17 August, the main Platinum Funds ended the week up! 
Although we said that the US was our least liked region, it was hard to envisage how much there is not to 
like. We are pleased that our preferred regions like Asia and Europe have delivered 21% and 5% respectively 
by employing a long-short strategy in the Platinum Asia and European Funds. 

Our newly identified theme of soft-commodities manifested in us sourcing the DWS (Deutsche Bank) 
Global Equity Agribusiness Fund which was launched in March and has delivered period to date 5.1% return 
on a dollar hedged basis. We believe that this trend of a “shortage of food” to feed the global population will 
continue, and encourage our clients to invest in those Companies that are benefiting directly and indirectly 
from soft commodities.



Our disappointment lies in the negative returns from Global Listed Property this year, notwithstanding that 
the average returns on global property for the 2006 year were approximately 35%. We believe that the case 
for this asset class is still strong, and the recent sharp market correction has reverted, in the main, the aver-
age income yield above that of the risk-free bank rate. Selective Australian and International Listed Property 
Trusts are presenting value opportunities.

We maintain the view that the Global economy, partially decoupled from the United States, is in reasonably 
good shape and should continue positively ahead. We were surprised by how suddenly the liquidity taps 
were closed, but expect a steadily increasing trickle of credit, certainly not to the same levels where money 
was being thrown at enormously leveraged buy-outs and 100% loan-to-value sub-prime borrowers who were 
never “bankable” from day one. We caution our investors to brace for intermittent shocks as more hedge 
funds collapse due to highly leveraged bad investments. 

Our tactical approach to investing remains the same – stagger money into the market in order to avoid the 
risk of mistiming the market. How thankful we are that we maintained large amounts of the superfund 
money that was introduced prior to the 30 June undeducted contribution deadline in cash. We are happy now 
to “nibble” away at well-managed companies that represent good value and generate high levels of cash to 
reinvest or return to shareholders.

Superannuation Linked Insurances

The recent changes to the superannuation rules have had a highly positive impact on insurance planning, 
resulting in higher levels of insurance being advantageous through super. 

In an optimal scenario, the savings for a self-employed individual contributing to super through his own 
Company can reduce the after-tax cost of life cover by up to 65% versus paying the life cover premium in 
his own name.

Research has shown that 60% of all Australians are underinsured (IFSA).
80% of those who have cover would have only enough to last 5 years (Rice Walker) in the event of a claim 
and less than 25% of small business owners could maintain their lifestyles for more than six months if they 
suffered a serious illness or disability (IFSA).

As insurance is an integral component of financial planning, we have sourced for our clients an obligation 
free service to assess your insurance needs.  BMF does not advise on Life or sell Life related products. 

Exciting Developments

We have identified that many of our clients are looking to diversify their portfolios into residential invest-
ment properties on a tax-effective geared basis.

To meet the demand we have established BMF Property Solutions Pty Limited which will source investment 
properties and source the most appropriate funding.
We believe that this adds a critical pillar to our proposition of offering an integrated financial service to our 
clients as we can now service a new asset class (direct investment property) as well as source and arrange 
the gearing.
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