Investstone €.

VWealth Management

MONTHLY UPDATE November 2008

Key Indices

Index 1-Nov-08 30-Nov-08 Change Change Commodities 1-Nov-08 30-Nov-08 Change
S&P ASX200 4,018.00 3,742.50 -275.50 -6.86%  Oil - WTI 68.10 55.21 -18.93%
All Ordinaries 3,982.70 3,672.70 -310.00 -7.78% NY Gold 723.05 813.00 12.44%
SFE Futures 200 4,211.00 3,742.50 -468.50 -11.13% Cash Rate 6.00% 5.25% -0.75
S&P ASX Property 1,022.90 1,025.40 2.50 0.24% 90 Day Bank Bill 5.81% 4.72% -1.09
Dow Jones 9,336.93 8,829.04 -507.89 -5.44% 10 Yr Bonds 5.16% 4.58% -0.58
Nasdaq 1,334.78 1,185.75 -149.03 -11.17% Best Movers 3 Months Price Change
S&P 500 968.75 896.24 -72.51 -7.48% NCM Newcrest Mining $24.55 25.90%
FTSE 100 4,377.30 4,288.00 -89.30 -2.04% AGK AGL Energy Ltd $15.30 4.08%
Hang Seng 13,968.67 13,888.24 -80.43 -0.58% QBE QBE Insurance $23.75 -1.86%
Nikkei 225 8,576.98 8,512.27 -64.71 -0.75% SHL Sonic Healthcare $13.39 -2.97%
Worst Movers 3 Months
Currencies BNB Babcock & Brown $0.25 -86.84%
AUD/USD 0.6680 0.6572 -0.0108 -1.62% MGX Mount Gibson Iron $0.30 -84.93%
AUD/SGD 0.9895 0.9903 0.0008 0.08% BLY Boart Longyear $0.27 -81.82%
AUD/EUR 0.5223 0.5091 -0.0132 -2.53% AIO Asciano Group $1.05 -77.48%

Market Commentary

The bears remained in control of investment markets throughout November as economic data pointed to a severe global recession and
the US and EU implemented stimulus packages. Of note, Citigroup received a federal bailout package as it fell into the ‘too big to fail’
category.

Domestically, the most noteworthy event of the last month was the ditching of BHP’s bid for Rio Tinto. When the bid was launched in
February 2008, the deal was worth US$148 billion, making this the largest failed takeover in history. It has also been an expensive
exercise for BHP, costing an estimated US$450 million (A$695m) which they intend to write off in the next half yearly results. BHP
sighted concerns over the deterioration in the global economy for its decision and a blowout in the debt ratio of the merged entity
given the falling value of the combined entity in share price (market capitalisation) terms. If these were indeed the concerns, one has
to ask what took so long to come to this conclusion.

We believe that RIO’s tier 1 assets remain as compelling to BHP as they did back in February but that the goal posts have simply moved.
BHP, having undertaken the due diligence and determined the regulatory hurdles, simply came to the conclusion that their offer of
3.4:1 shares had become too high given the deteriorating economic environment and falling commodity prices. We are not entirely
convinced this story is over but we do believe any revised bid for RIO will be at substantially lower levels, which has to put pressure on
RIO’s incumbent board. Essentially, this could ultimately be a clever move by BHP given the cyclical nature of commodity stocks and
their leverage to global growth. BHP remains in a very strong financial position with ability to acquire distressed assets — whether they
are RIO’s or otherwise. In time this economic cycle will turn and the China/India story will regain traction.

Elsewhere, in view of falling consumer confidence, slowing private sector capital spending and a stalling economy, the Reserve Bank
reduced rates by a further 1% in early December to a cash rate of 4.25%. The ban on short selling of non-financial stocks was lifted (not
surprisingly RIO was a favoured target) and the flood of capital raisings continues, $15.1 billion has been raised since September,
soaking up cash reserves as institutions sit in the box seat in terms of determining price and they are being selective. = Macquarie
estimates that inflows to superannuation will be down by $38 billion this year and predicts this will fall further next year as voluntary
contributions decline in the face of the economic downturn and expectations of ongoing weakness in financial markets.

On a brighter note, the market has bounced about 10% from its low of 3353 for the S&P/ASX200 and is currently trading around 3632.
In the absence of further unexpected bad news, investors may enjoy a mild rally into the Christmas period to provide some much
needed relief at the end of a very tumultuous twelve months.
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Figure 3- Dow Jones



Long Term Share Table

Code 1-Nov-08 30-Nov-08 Change Change | Code 1-Nov-08 30-Nov-08 Change Change
AGK 13.97 15.30 1.33 9.52% | MTS 4.03 3.97 -0.06 -1.49%
AMP 5.41 5.37 -0.04 -0.74% | NAB 23.99 20.00 -3.99 -16.63%
ANZ 17.36 14.80 -2.56 -14.75% | NWS 14.85 11.77 -3.08 -20.74%
AlO 2.10 1.05 -1.05 -50.00% | ORI 19.35 15.50 -3.85 -19.90%
ASX 29.90 30.75 0.85 2.84% | OZL 0.95 0.55 -0.40 -42.11%
BHP 27.99 31.00 3.01 10.75% | QBE 25.50 23.75 -1.75 -6.86%
BXB 7.94 7.25 -0.69 -8.69% | RIO 77.60 46.60 -31.00 -39.95%
CBA 40.30 34.09 -6.21 -15.41% | SGP 3.97 4.43 0.46 11.59%
CNP 0.08 0.06 -0.02 -25.00% | SHL 13.71 13.39 -0.32 -2.33%
CPU 8.40 6.59 -1.81 -21.55% | TAH 6.85 7.01 0.16 2.34%
CWN 6.70 4.64 -2.06 -30.75% | TLS 4.12 4.06 -0.06 -1.46%
CSL 36.40 34.70 -1.70 -4.67% | TOL 5.98 5.77 -0.21 -3.51%
GPT 0.75 0.94 0.19 25.33% | TCL 5.39 497 -0.42 -7.79%
IVC 4.90 4.88 -0.02 -0.41% | WES 21.47 18.60 -2.87 -13.37%
LEI 24.80 24.33 -0.47 -1.90% | WBC 20.28 17.89 -2.39 -11.79%
MAP 2.14 2.03 -0.11 -5.14% | WDC 16.40 14.98 -1.42 -8.66%
MQG 29.40 29.70 0.30 1.02% | WOW 27.80 26.80 -1.00 -3.60%

Managed Funds

Fund 1-Nov-08 30-Nov-08 Change Change %
Aberdeen International Equity Fund 0.8028 0.7584 -0.0444 -5.53%
Ausbil - Emerging Leaders Fund 1.7700 1.6578 -0.1122 -6.34%
BlackRock Direct Property Fund 1.0674 1.0675 0.0001 0.01%
BlackRock WS Global Small Cap 0.7519 0.7115 -0.0404 -5.37%
CFS Wholesale - Geared Share Fund 2.4996 2.0790 -0.4206 -16.83%
Challenger Wholesale Micro Cap 0.6798 0.6239 -0.0559 -8.22%
Hunter Hall - Global Ethical Trust 0.9893 0.9500 -0.0393 -3.97%
Pengana Emerging Companies Fund 1.2536 1.1007 -0.1529 -12.20%
Platinum Asia Fund 1.7966 1.7065 -0.0901 -5.02%
Platinum International Brands Fund 1.6700 1.5932 -0.0768 -4.60%

Corporate Actions of Interest

Company Code Issue Date
NAB Bank NAB Share Purchase Plan, $10,000 max application, $20 per share Closes 12 Dec 2008
Sonic Healthcare SHL Share Purchase Plan, $5,000 max application, $11.60 per share Closes 12 Dec 2008
QBE Insurance QBE Share Purchase Plan, $5,000 max application Closes 30 Dec 2008
Westpac Bank WBC Share Purchase Plan, $10,000 max application, $16 per share TBA
Transfield TSE 1-for-1, Non Renounceable Entitlement Offer, $1.25 per share Closes 22 Dec 2008

What you should know this month

NAB - Share Purchase Plan

NAB is raising an additional $250 million through a Share Purchase Plan. The recent institutional raising of $3 billion was oversubscribed
however given the offer price of $20 per share and the current market price we are of the view that this offer is only attractive to those
who are underweight NAB. As the offer closes 12 December 2008 we will advise those clients who we believe the offer is appropriate
for prior to the offer closing.

Sonic Healthcare - Share Purchase Plan

The terms of the Share Purchase Plan remain attractive to investors. With a closing price of $13.30 on December 8 2008 the discounted
offer price to the market price has remained at 13%. This offer closes on 12 December so it is important for those clients who are
choosing to participate and have not yet returned their cheque to Investstone or elected to bpay directly we remind you of the closing
date of this Friday.

QBE Insurance - Share Purchase Plan

QBE has recently announced that it is also undertaking a capital raising through an institutional and retail Share Purchase Plan. The
company is offering shareholders the opportunity to purchase up to a $5,000 of new shares. These new shares will be valued at the
lower of $20.50 (institutional price) or the average price of QBE shares for the period 22-30 December 2008. The offer will open to
eligible shareholders on 10 December 2008 and close on 30 December 2008. Investstone will shortly send out further information to
those clients who are eligible QBE shareholders.

Westpac - Share Purchase Plan

Westpac is raising $3 billion through an institutional placement of $2.5 billion and a Share Purchase Plan for retail investors. Eligible
investors will be able to apply for a maximum of $10,000 at $16 per share. This capital raising is not a complete surprise given the
bank's relatively low Tier 1 compared to peers at 7.4% (pre-capital raising), versus 8%+ for its competitors. As more details are released
we will advise clients with regard to this plan.



Transfield — Non Renounceable Entitlement Offer

Transfield shareholders have the option of participating in a one-for-one, non renounceable entitlement offer of shares at $1.25 per
share. The company is seeking to raise up to $102 million from the offer as part of a wider capital raising that involves an institutional
placement of $204 million. This offer opened on December 1 and the retail entitlement offer closes on Monday, 22 December 2008. For
those investors who hold TSE we are recommending to participate in this offer.

UPDATE - BHP Billiton (BHP) and Rio Tinto (RIO)

The major consequence of BHP walking away from its bid for RIO has been the slashing of RIO’s share price to the low $S30 levels.
Hedge funds and traders have either been long RIO and short BHP, or arbitraging RIO between the Australian and UK markets. These
positions are now being unwound in view that the bid is not proceeding.

Whilst debt as a proportion to market capitalisation was the primary motive for BHP not proceeding with the bid, it was also expected
that the EU’s competition regulator would have required a prompt divestment of assets, so walking away from the RIO deal was
probably a smart move of BHP’s, from the simple perspective that assets need to be sold and there are few natural buyers with the
funds to do so. The prevailing environment also makes it possible for BHP to assess other opportunities as prices for junior miners
have also collapsed. As such, despite the cost of the takeover bid at close to $700m, BHP holds all the cards in its favour at this stage of
the cycle.

As a consequence of the failed deal, the takeover premium has been removed from RIO’s share price and the two companies can be
compared on a like for like basis. BHP and RIO now need to be rated against each other for quality of investment. We have outlined the
basic fundamentals below. Note that BHP reports to June and RIO reports to December, which means that at this time, the 2008 data is
actual for BHP but only forecast for RIO and the time frames compared do not match. Essentially there is more effect of the higher
2008 negotiated iron ore and commodity prices in RIO’s data as a result of the longer accounting timeframe, but this on the other hand
factors into BHP’s stronger 2009F figures. BHP also has substantial oil assets, the price of which has been extremely volatile and is
currently at four year lows.

BHP $27.22 - current market capitalisation $152,568 million

Yr to June NPAT $Sm EPS Growth (%) PER Yield Franking ROE
2008A 16,822 4.4 9.1 2.8 100 47.4
2009F 18,864 11.7 8.1 3.3 100 28.2

RIO $32.08 - current market capitalisation $41,171 million

Yr to Dec NPAT ($m) EPS Growth (%) PER (x) Yield (%) Franking (%) ROE
2008F 15,013 72.2 2.8 6.7 100 36.5
2009F 13,225 (11.3) 3.1 7.1 100 20.6

BHP’s major assets include iron ore, coal, copper, nickel, alumina/aluminium, petroleum and uranium. RIO’s major assets include iron
ore, alumina/aluminium, gold, copper, coal, mineral sands and diamonds. RIO has about US$38 billion (AS59 billion) in debt arising
from the Alcan takeover, of which US$8.9 billion matures in October 2009. BHP on the other hand is a much larger company carrying a
very manageable $9.3b debt.

RIO has indicated that it is not worried about its debt overhang, however, the company had flagged asset sales as part of the Alcan
takeover which have not materialised due to the deteriorating economic environment. This is an area of concern for RIO shareholders
and is reflected in the share price now the BHP bid has been scrapped and the stock has been re-rated.

Overall, the assets of both companies are low cost, long life, tier one assets and the sense in a merger between the two is evident in
generating economies of scale and cost synergies. BHP’s CEO Marius Kloppers is on the record as saying that the primary motivation
for pulling the bid was the falling share prices and a subsequently higher debt ratio for the merged entity. He was not concerned about
regulatory issues or the short term commodity price weakness, arguing that long term commaodity prices would remain robust. As such,
a better economic outlook may well see BHP renew its bid for RIO, though we would expect a second bid to be opportunistically pitched
at a lower level.

It has to be said that BHP and RIO have very diversified asset portfolios and are complex multi-national companies. As a result, it is
difficult to assess the performance of each asset within the portfolios without a very clear understanding of the regional politics, the
reserves and commodity markets. What we do know however is that commodities are barometers of global economic growth.

The same way that they are leveraged to a slow down, they will conversely be leveraged to recovery. The low point in the cycle will be
the opportune time to buy and the major diversified miners will provide the highest quality, lowest risk exposure.



Add to this the China/India urbanisation and industrialisation programmes and strong demand for resources, whilst cyclical, is likely to
be maintained for years.

For conservative investors, it is hard to look past the quality of BHP and we are rating the stock as accumulate. BHP’s balance sheet
strength enables it to seek out value adding opportunities in the current market, making the company a very attractive long term
proposition at current levels.

With regard to RIO, we believe the company is now oversold and represents a very attractive opportunity at current prices. This is
from both a short term perspective as well as the longer term perspective. We are therefore upgrading our recommendation on RIO to

buy.

Seasons greetings to all on behalf of the Investstone team and we all look forward to a more prosperous year in 2009.



