ABVANCE

INVESTIGATE

Northcape Capital Pty Ltd

Manager profile

e Lo T ELEE IR S P RSl L s B TR 2 | Y R = R Sk Ll Ll

s - s PR eed R L T R R o = by B e Tl e e SRR T S Ty e =

Ermgms am

Company overview

Northcape Capital Pty Ltd (Northcape)
was established in 2004 and is an
independent, privately-owned investment
manager dedicated to the management
of equities. It's majority-owned by its
four founders, with a significant minority
interest now also held by members of the
small cap team.

Northcape’s investment team contains
the four founding members, Rob
McWilliams, Rob Inglis, Craig McCourtie
and Steve Gliddon, who are the portfolio
managers for Australian large cap
portfolios, and John Whiteman and Mike
Cowin, who manage Australian smaller
company portfolios. The investment team
is supported by dedicated analysts.

Northcape believes value can be
consistently added by taking advantage
of short-term market inefficiencies
through performing thorough bottom-
up company research. Its team
structure encourages independent
analysis, investigation, valuation and
judgement. Northcape believes analysts
prosper within an investment team
that encourages pooling of knowledge,
but allows full responsibility for

stock decisions.

Investment philosophy
and style

Northcape utilise a Multiple Portfolio
Manager approach in managing its
portfolios. Individual portfolio managers
may have differing approaches and
valuation metrics, ranging from
conservative preference for substantial
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discount to fair value, to a strong focus
on quality of company management in
which value can be secondary to quality.
Northcape’s consolidation of these high
conviction individual portfolios into one
creates a style indifferent core portfolio
that retains significant conviction.

Northcape’s primary skill, which is
central to its philosophy, is judgement.
Northcape believes this judgement exists
in individuals and not in rigid processes.
Northcape has structured itself to exploit
the individual experience and judgement
of each member of its investment

team, while surrounding them with a
research process that provides maximum
intellectual input and minimum risk of
error. This is completed through tight
compliance and back office procedures
and composing an Approved List of
prospects. The buy and sell disciplines

in Northcape’'s process are created by
limiting the number of stocks a portfolio
manager is permitted to own.

Investment process

Under the Multiple Portfolio Manager
approach, each portfolio manager runs
a portfolio and also does company
analysis. This differs from many
managers who typically separate

the research role from the portfolio
management role. There are two
particular reasons why Northcape
believes the Multiple Portfolio Manager
process provides added momentum.

e |t encourages individual rivalry in the
area of performance but significantly
reduces destructive rivalry as all
portfolio managers are equals.

e It recognises that everyone’s
experience, work and opinions are
valuable and it makes provision to
capture all this value in both the
research and portfolio management
processes.

The flexibility of this approach highlights
the quality of the investment team - a
key attractive feature of Northcape.

The Multiple Portfolio Manager system
leverages this strength, enabling the
portfolio managers to exercise their
investment skills to the maximum,
within the strict constraints of the client
mandates and the Approved List.

An integral part of the research process
is the Approved List. A company must be
on the Approved List before a portfolio
manager can include the stock in their
portfolio. Discussions about stocks for
the Approved List include several metrics
which facilitate full team discussion.

The team intensely debates pooled
information and research to decide
whether a company has sufficient quality,
value and prospects to be included on
the Approved List.

The Northcape philosophy has no
particular style, allowing portfolio
managers to invest in the manner

most suited to their experience. The
practicalities of investment in smaller
companies will allow the consolidation of
stocks where appropriate, eg small coal
stocks with similar return expectations,
where the portfolio manager is seeking
factor/sector exposure and the stock
specific factors are not dissimilar.



Reason Advance selected
Northcape

We're impressed with the quality and
experience of Northcape's investment
team and we believe its structure
provides a fertile foundation to bring
out the best in its portfolio managers.
We also believe the manager has a
competitive advantage within Australian
equities and a strong depth and breadth
of coverage in the small cap universe.
We favour the flexibility of Northcape’'s
individual portfolios and like that each
portfolio has a preferred investment style
and valuation methodology.
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This information is of a general nature only and has been prepared without taking into account the objectives, financial situation or needs of any particular person.
Before acting on the information, a person should consider its appropriateness having regard to these factors. The Advance Funds (Funds) are issued by Advance Asset
Management Limited ABN 98 002 538 329 AFSL No. 240902. Before deciding whether to acquire or to continue to hold an investment in a Fund, investors should obtain and
consider the Product Disclosure Statement for the Fund, available from Advance at www.advance.com.au or by calling 1800 819 935. Whilst every effort has been taken to
ensure that the assumptions on which the outlooks given in this document are based are reasonable, the outlooks may be
based on incorrect assumptions or may not take into account known or unknown risks and uncertainties. Past performance
is not a reliable indicator of future performance. Information from third parties is believed to be reliable however it has

not been independently verified. While the information in this document is given in good faith, no warranty is given that it
is accurate, reliable, free from error or omission. Advance is a member of the Westpac Group. An investment in a Fund
does not represent an investment in, deposit with or other liability of Westpac Banking Corporation or any other member

of the Westpac Group. Subject to any terms implied by statute which cannot be excluded, no member of the Westpac Group
nor its directors, employees and associates accept any responsibility for errors in, or omissions from the information. This N V E S T | G A T E
document is current as at April 2010
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