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20 April 2605

Dear Feliow Shareholder and/or Option Holder

Quarferly investment update and dividend

| enclose the March 2005 investment update from MMC Asset Management Limited, the investment
manager of MMC Contrarian Limited.

The Board's policy is to distribute a growing stream of franked dividends fo shareholders every six
months. The interim dividend, paid on 24 March 2005, was 1.5 cents per share (fully franked). Based
on the current performance of the company and provided there is no major deterioration in its porffolio
the Company will pay an increased final dividend of at least 2.0 cents per share {fully franked} for the
year ending 30 June 2005. The dividend will be paid during October 2005.

If you are an option holder | will also be writing to you in late May to remind you thai your options will
expire on Thursday 30 June 2005. Any options not exercised before 30 June 2005 will automatically
lapse.

On behalf of the Board

Yours sincerely

Simon Rowell

Chairman

8MC Contrarian Limited {MMA) i 3 listed investment company. MMA's investrents are managed by MMC Asset Management (MMCL HGL
Limited has rmade available the servicss of several of its key executives to assist MMC with providing the management services. Both HGL and
MMC are expetienced investors with an outstanding fong term record of wealth creation.

MMA's investment philosophy is aimed at preserving and growing shareholders’ capital over the fong term. This is achieved by acquiting a
concenitated portfolio of companies primarily listed on the Australian Stock Exchangs that are trading at 8 discourt to their fair value {value
investing}, by thinking independentty and not following the herd (Contrasianism), and by having structured and methodical approach to
investing {discipiine). An MWA share thersiore offers #s shareholders axposure to g distinet invesiment sirateqy 1at is not widely available in
the investmant markets,

This report fias been preparad solefy for the benefd of MMA and its investors. No assurances can be given by MMA as to the aceuracy and
compisieness of the information used to compile this report. By making available this report MRS is not providing any general advice or
parsongl advice, within the meaning of seclion 7868 of the Corporations Act, regerding MMA, any polential investment in MMA or any
investments or pofential investments of MMA. This report is made without consideration of any specific person's investment objectives,
financial sitlagtion or needs. MA, its directors and employees, do not accept any liability for the results of any action taken or not taken on the

basis of the irformation in this report, or any negligent misstatements, arrors or omissions.
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MMC Contrarian Limited (MMC Contrarian)
March 2005 guarterly investment update

This is your manager’s fifth quarterly investment update since MMC Contrarian listed in
December 2003 and is the final update before the 2005 financial year end. In this report we
deal with the following issues:

« your company's dividend philosephy and outlook

» recent changes to your company's capital structure

« the expansion of our investment management team

» the performance and composition of the investment portfolio for the previous 3
months and for the period since listing and

» the reason for holding large amounts of cash

We recognise that we have discussed some of the above issues in the past but believe them to
be imporiant enough te bring to your aifention once again.

Contrarianism

An important matter which is dealt with in detail under the perfoermance and composition of
the portfolio at the end of this report is MMC Contrarian’s performance. Since inception the

portfotio has achieved 15% per annum in a phase of the market cycle that has provided few

attractive contrarian opportunities.

Although we do not place undue emphasis on short term performance, as we base our
investment decisions on the long term, we are satisfied with our performance. Cn average,
approximately 67% of your portfolio was invested in cash and cash equivalents | hybrids
earning a rate of arcund 5.5% while around 33% was invested in equities, which returned in
excess of 30% per annum. You may argue that we should have invested more in eguities over
this short period; however this ignores the long term risk of investing in an overvalued
markef.

We are not market followers but instead we exercise independent and contrary thought, which
can make us tock foolish at times. This does not perturb us as we are acting in your best long
term interests.

We cannot state with certainty when there will be more contrarian opportunities, however,
there appears to be a number of early signals indicating that the market may be facing a
correction or downturn. When this does occur we feel confident of investing your cash
including cash introduced through the exercise of the remaining options.
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Interim Dividend:

The board of MMC Contrarian declared a fully franked interim dividend of one and a half cents
per share for the six month period to December 2004 which was paid on 24% March 2005,

Your company's policy is to distribute a growing stream of fully franked dividends to
shareholders twice a year. Based on the current performance of the company and provided
there is no major deterioration in the portfolic the hoard of MMC Contrarian will pay an
increased final fully franked dividend of at least 2.0 cents per share for the period 1o June
2005,

MM nirarian ions:

An cption was issued with each ordinary MMC Contrarian share for nil consideration at the
time of listing {ASX code MMAQ) on 11t December 2003. The holder is entitied to subscribe
for one share in MMC Contrarian anytime up to 30% June 2005 for each option held, at a fixed
price of $1.00. Af the 31st March 2005 24.3 million options had been exercised . if all the
remaining options are exercised the capital of your company will be expanded by a further
$175.7m.

In May 20035 MMC Contrarian will send all option hglders a letter with information on the
exercise of options which will also highlight the important fact that these options expire on
30 June 2005. Option holders who exercise their options before 30% June 2005 will
participate in the final dividend for the year to 30% June 2005.

ital Management;

On 16% December 2003, the Directors of MMC Contrarian introduced a share buy back
scheme in order to buy MM{ Contrarian shares on the ASX in the event that they consistently
traded at a substantial discount to the NTA of the company. Up to 315t March 2005 5.9 million
shares had been acguired at prices between 93 cents and 105 cents under the scheme and
subseguently cancelled.

Investment Management feam:

During the guarter two new analysts Daniel Mueller and Rosemary Tan joined MMC Asset
Management increasing our investment management professionals to seven.

Both Daniel and Rosemary are enthusiastic, highly qualified and welcome additional resources
aspecially in times like these when value opportunities are few and far between and we find
that we have to work even harder than normal to research and identify investment
opportunities that meet our strict criteria.
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An unaudited summary of MMC Contrarian investments at 315t December 2004 and 315 March
2005 is detailed below:

Sumrnary of Invesiments vatued at market 31 %?}f}imber % of portfolio 31;8\«:}?& % of portfolio

Equities

Burns Philp & Company Ltd {8PC) 23,445 9.8 27173 138

PP Lid (PMP) 27 480 1.5 25,500 10.1

Prime Infrastructure Lid(PIF} 5,068 21 9,781 3.9

Abarus Property Group Lid {ABF) .77 3.3 7560 30

HOOF Holdings Ltd {IFL) 4043 38 5,047 27

Hunter Halt Global Yalue Ltd (HHV)} 5,293 28 8,083 24

Babcock & Brown Japan Progerty Trust (BJT) - - 4234 1.7

Flight Cantre Limited (FLT} 4,230 18 -

Reinsurance Auskralia Corporation Lkt {RAC) 3,848 1.8 -

Cther 5,065 21 2.578 34
92,24% 386 85,786 BL

Hybrids

Allco Hybrid Fwestment Trust {PoDS} 8,950 37 8,728 35

ANZ Ltd 8% % Prefarred Shares {StEF) 10,238 43 -

Commonwesith Bank Preferred Shares {PERLS) 5,138 2.2 - -
24,328 0.2 8728 35

Funds on deposit 122 488 51.2 147,278 585

Total capital employad 239,055 106.0 251,71 1008

NTA pet share before tax —cents 115 13

M4 share prics - cents 108.0 1008

{Discount} Premium to NTA before tex-% 8.5} {133

NTA per share after tax- cents 111 116

{DiscountiPremium to NTA after tax-% {47} {10.0)

M4 option price —cents 6.3 1.5
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SLIMITED

Review of the portfolio over the previous 3 months

As a result of our continuous review of the investment portfolio, we bring the following
matters to your attention.

Movements in the portfolio:

As can be seen from the summary of investments on page three, 41.5% of the portfolic at 31
March is invested in equities and hybrids compared with 48.8% at 31st December 2004. During
this three month period we completely sold Flight Centre Limited and Caltiden Group Limited
{Reinsurance Australia Corporation Limited). New investments included Babcock & Brown Japan
Property Trust {(which listed on 4 April}. We sold approximately 9% of the 100F Holdings
Limited shares and increased the investment in Prime Infrastructure Limited by approximately
73%.

Credit spreads (margin above the bank bill rate) had contracted considerably over the past 18
months. Although we do not anticipate a large correction in credit spreads, we have sold all
bank hybrids as in our view the credit spreads do not justify the additioenal risk when
compared to bank deposits.

The NTA for the quarter has increased after adjusting for the effects of the payment of the
interim dividend (1.5 cents) and the exercise of 23 million options (1.0 cent).

Half Year Results:

PMP Limited (PMP)

The half year resuit was sound and in line with our expectations. PMP flagged in the interim
results that capacity shortages during the second quarter had constrained gross margin
expansion. As a result, the company decided 1o accelerate the instaliation of the new
equipment under is previously announced capital investment program (Project Emeraid). This
initiative will adversely affect second half year resulis with the company expecting to deliver at
the bottom end of the market guidance range. Due te the lower profit guidance, the share
price has fallen from $2.30 to $1.85.

We continue to have a positive view on the stock and see it as a contrarian opportunity. We
believe that significant tangible benefits should accrue in 12 - 18 months time as a direct
result of Project Emerald. The biggest concern for PMP is a possible downturn in advertising,
however, PMP has positioned itself in more defensive, higher margin segments of the market
and is well placed to generate a considerable amount of free cash flow over the next three
years.
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Burns Philp & Company Limited (BPC)

A strong half year resuft was underginned by cost savings in the Goodman Fielder (GF)
businesses as well as more stable competitive conditions particularly in baking. Managemeant
have demonstrated that since taking over GF it has been able to cut costs while increasing
sales and improving profits beyond market expectations. We believe that management will
maintain sustainabte growth from the GF businesses and the company wiil continue fo
generate a substantial amount of free cash flow.

Abacus Property Group Limited (ABP)

ABP reported a strong half year result with increased profits to security holders, reduced
gearing and an increase in NTA backing. Distributions for the half year were up with Directors
confirming that the distribution to security holders would increase further in the second half
of the year.

Total assets under management have increased by 25% to 3850m reflecting the growing
strength of the company and is ability to meet ongoing distributions to security holders from
the increase in the annualised net rental income.

Although ABP is in the property sector, which is showing signs of continued weakness, we are

comfortable with this investment. In our view, Abacus management tend to operate better in
this sort of property environment.

IGOF Holdings Limited {IFL)

IFL. delivered a solid but slightly disappointing half year profit resuit to 375t December 2004,
We reduced the position in IFL, which has had a strong share price run since listing in
December 2003, selling down part of the portfolio’s holdings at a significant profit.

Portfolio Activity:

Investment in the Babcock & Brown lapan Property Trust (B|T)

BiT is a diversified trust focused on investing in the japanese property market. The initial
portfolio will include a combination of 8 office and 4 retail properties located in the central
and greater Tokyo area. The trust has secured low cost fixed funding of around 1.5% with 90%
of interest bearing debt being fixed for a term of five years. We believe that the Japanese
property market is reaching the botrom of its 14 vear cycle and is showing positive signs of
turning around. Including foreign tax credits, the trust is initiaily expected o yield 10.1%.



MIMC ASSET MANAGEMENT LTD Levet 8, 34 Hunter St

ABN 37 071 B0V 684 GPO Box 4963 Sydney NSW 2401
Q-SI'S_E T ﬁFS ijzcence number: 230820 Phone: (02) 9233 2250
i Toll Free: 1300 888 904 Fax {02y9233 2275

MANAGEMENT
LIMITED

www.mmcfunds.com.au

Increased Holding in Prime infrastructure Limited (PiF)

We increased the holding in PIF following the acquisition of Powerco. The Powerco business
complements PIF's existing business providing further stability and cash flow growth. This will
ensure that earnings are further diversified across asset sectors while reducing volatility by
industry and geographic segments. We also believe that PIF's expansion into global wind
farms, an imminent pricing decision on the Dalrymple Bay Coal Terminal issue and the
potential acquisition of International Energy Group may provide further poesitive reasons for
increasing the position in PIF,

Sale of Flight Centre Limited (FL T}

We sold the holding in FLT amid on going profit downgrade concerns through which we saw
further downside risk in the share price. We exited the position at a smal! loss well above
current prices.

Review of the portfolio since listing

The All Grdinaries Accumulation index has had a very strong run since MMC Contrarian’s
listing in Becember 2003 returning over 24% per annum. During this 15 month pericd the All
Ordinaries index has not returned a negative quarter and 12 of these months have produced
positive returns, including 10 in a row from May 2004 to February 2005. Obviously these
returns cannot continue indefinitely. The market has clearly become overvalued with stock
prices generaily being expensive.

A guarterty summary of the composition of the portfolio since listing and the NTA and share
and option price at the relevant dates are shown below for your information.
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rteri mm f foli mposition
$ Million
31 March 30 June 30 September | 31 December 31 March
2004 2004 2004 2004 2005

Eguities 61 74 85 92 95
Hybrids 15 15 15 24 9
Cash on deposit 126 122 122 123 147
Total Capital Employed 202 211 222 239 251
NTA Per Share
Before Tax on unrealised

) 100.8 105.4 109.1* 115* 113+
gains- cents
MMA Share price- cents 93.0 97.0 101.0 106.0 100.0
MMA Option price- cents 3.4 4.0 4.7 6.0 1.5

* After payment of a 1.0 cent fully franked dividerd

+ After payment of a 1.0 and 1.5 cent fully franked dividends

Since listing MMC Contrarian’s NTA has increased from 98.7 cents to 113 cents before tax on
unrealised gains, after paying 2.5 cents of fully franked dividends, and after the effect of the
Dividend Reinvestment Plan, the exercise of options, and the buy back. Adjusting for these
factors your company returned over 15% per annum. We are comfortable with this
performance especially considering the large amount of cash held in the pertfolio when the
equity markets have risen strongly. However it is very important to realise that we do not place
undue emphasis on short term performance. We base our investmeni decisions on the long
term cutlook for companies and therefore performance in our view should be measured over a
similar length of time.

The equity portion of your capital has been invested in a concentrated portfolio of companies
based in Australia. In line with our disciplined approach to investing we researched a
significant number of Contrarian cppertunities and invested in no more than 15 of these
companies. We invested a large portion of your funds in Burns Philp and PMP and a smaller
amount in other good companies such as Prime infrastructure, Abacus Property and IQOF
Holdings all of which appreciated substantially in value. In fact the equity component of your
portfolio increased in value by a rate in excess of 30% per annum.
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Your company has held a minimum of 60% of its assets in cash and cash equivalents [ hybrids
since tisting where we received a return of approximately 5.5%. This is in accordance with the

company's disciplined investment philosophy of maintaining large cash holdings if attractive,

low risk investments cannot be found.

While it may be argued that the equities weighting should have been higher over the short
term {in order to increase the return of the portfolio}, this ignores the tong term risk of
investing in an overvalued market. The current market has a high degree of investment risk
from a contrarian perspective. There is an abundance of overvalued stocks, which are highty
‘in favour' with the market amid little regard for quality or fundamentals. This may be ideal for
short term, speculative, mementum investors but i represents a riskier environment for
contrarian investment. Accordingly, the high allocation to cash is a function of managing risk
in the current envirenment.

It is often in a fund manager’s interest to be a market follower (although they may believe it to
be wrong} rather than a market leader. if the market coliapses they are likely to perform in line
with the rest. On the other hand if they exercise independent and contrary thought, they are
likely 1o lock foolish for periods, but will be acting in the best long term interests of
unitholders or shareholders.

This is very much our dictum at MM, as we will not choose investment risk {for our clients}
over career risk {for ourselves). We are far less concerned with catching the top of a wave than
being wiped out.

Erik Metanomski Kevin Eley
Executive Director Director
MMC Asset Management Limited MM Asset Management Limited

The investment Manager, its directors and employess, do not accept any lability for the results of any action taken or not
taken on the basis of the informaticn in this report, or any negligent misstatements, errors or omissions. This report has been
prepared solsly for the benefit of MMA and its shareholders. This report summarises information on investments acquired by
WMMA as of the date of the repori. This information shouid not be considered as a recommendation on the suitability of any of
these investments for any shareholder or third party. By making available this report we are not providing any general advice
or perscnal advice, within the meaning of section 7688 of the Corporations Act, regarding MMA, any potential investment in
MMA or any investments or potential investments of MMA. This report has been based on information furnished by us and
other sources but no assurances can be given by us as to the accuracy and completeness of this infarmation. The views
aexpressed, and the financial products held by MMA, s stated within this report are accuraie s of date of its preparation.
These visws and financial products held by MMA and its service providers may and will change afier the issue of this report.
Past performance is not necessarily indicative of future performance.



