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Performance
The Brands Fund passed the ten year mark this quarter which
for a few score of unusually patient investors has also meant a
reading marathon of 40 of these reports. More pertinent per-
haps is that the Fund has achieved a compound return of
13.5% pa over that lengthy time and against a backdrop where
the MSCI World Index, the Fund’s yardstick, declined by a
compound 3.8% pa. A more tangible expression for those
original investors, assuming reinvestment of distributions, is
that they have seen their investment grow more than 3½ fold.

The influence of instant communication, and an overwhelming
abundance of seemingly essential information, has con-
tributed to a ubiquitous concentration on much shorter time
periods by which to assess performance. yet in the world of
consumer brands, the higher returns derived from the endur-
ing strength of a successful brand are developed over much
longer time frames, where even a decade can be a proportion-
ally minor segment of a brand’s history.
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Simon Trevett Portfolio Manager

Disposition of Assets
REGIoN JUN 2010 MAR 2010

Europe 36% 38%

Asia and other 34% 30%

Japan 9% 9%

North America 7% 6%

South America 5% 6%

Cash 9% 11%

Shorts 9% 7%

Source: Platinum
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Although the surge in demand and profitability from China
may prove fickle, it is a useful fillip while the benefits of the
new product range filter through. Some 70% of components
in the 5 series are common with the new 7 series and in part, it
is this underlying improvement in profitability from the work
of the past few years that we are yet to see.

None of this has been lost on the market with BMW shares up
nearly 20% in the quarter. BMW remains one of the top hold-
ings of the Fund even though market concern about the dura-
tion or reliability of current demand is likely to become more
prominent, and weigh on the share price in the near term.

We are clearly not the only ones looking for neglected or com-
pelling opportunities. PepsiCo Inc attempted to take advan-
tage of the adverse headlines in Thailand and made an offer
for their bottler Serm Suk, a holding in the Fund that we en-
thusiastically described more than twelve months ago. The
Board, CEo and major shareholders considered the offer inad-
equate and as Pepsi failed to attract sufficient acceptances,
the bid failed.

Notwithstanding a four-fold appreciation in the share price
since our purchase, we also viewed the price offered by Pepsi
as somewhat opportunistic and not adequately reflective of
Serm Suk’s potential.

Serm Suk’s shares have continued to trade above Pepsi’s now
withdrawn offer price. We are not concerned whether Pepsi
makes another offer, sooner or later or even at all, but rather
look forward to the continued good progress of the company.
Pepsi retain their existing 41% shareholding.

PepsiCo is not unusual in having a strong balance sheet, good
cash flow and a poor growth outlook in their home market.
No doubt their business development or acquisition depart-
ment is working long hours. It has been noticeably quiet, es-
pecially from such serial acquirers as Procter and Gamble, so
we anticipate more examples coming to light from the large
multinationals seeking greater access to growing markets, and
by the most expeditious means.

Nonetheless shorter term performance has seen the Fund
achieve a return of 32% for the past twelve months, a relative
outperformance of 25% against the MSCI World Index in-
crease of 7%. In the quarter, the Fund returned a positive 5%
in contrast to a decline of 4% by the MSCI World Index.

There have been strong performances by many of the Fund’s
holdings over the past year and quarter, partially undermined
by the currency moves. The Fund’s relatively large weighting
towards Europe, more than a third of the Fund, has been heav-
ily impacted by the decline of the Euro. Underlying this, how-
ever, when measured in Euros, many of our European holdings
have performed relatively well.

In the past quarter, minor changes only have been required to
maintain portfolio settings appropriate for the market condi-
tions.

Commentary
The challenges of difficult consumer markets are pervasive, as
are concerns that there is an almost overwhelming require-
ment to raise taxes, or at least reduce supportive transfers in
many of the larger markets for Brands companies. It is against
concerns such as these, along with a plethora of negative
headlines, that investing in anticipation of ongoing conspicu-
ous consumption can be challenging.

It may perhaps be surprising therefore to note that BMW has
been unable to keep up with demand for their new 5 series,
with waiting lists of 3-4 months in all markets. The Manheim
Used Vehicle Index in the US has recovered to record levels as
the dealer inventory of all brands has declined to a 35 year
low. This has two constructive outcomes for BMW; their sales
of used vehicles coming off lease are realising higher profits
especially considering the substantial provisions taken last
year and secondly, a stronger used car market has enabled a
significant reduction in new car discounts.

A weaker Euro is assisting exports from Germany with incre-
mental demand from China straining current capacity. It is
likely to be into 2011 before BMW is able to fully meet de-
mand for its new range. The incremental profit on demand
from China is noticeably disproportionate to the existing busi-
ness and apparently somewhat unexpected by the manage-
ment team. They are hiring 5000 workers and increasing
factory utilisation over their summer break.
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Accordingly, our focus is currently directed towards the ability
of companies that we know well, mostly in the developed
markets, to achieve their plans with a degree of self sufficiency
and from valuations much lower than those on offer in the
emerging markets.

It will remain a challenge both for investors and company
management teams, to wrestle with the price of growth in
emerging markets and to balance that against the
disheartening challenges of mature markets. In the near term
the Fund remains cautious, weighing the balance between
optimistically embracing company specific opportunities
whilst harbouring worrying concerns that the economic
backdrop is fragile and well-able to induce conditions that will
assuredly undermine the most creative and certain of ideas.

Outlook
At the risk of appearing contradictory or obtuse, the outlook is
both encouraging and disheartening. There are many
opportunities and no shortage of ideas to pursue, for
companies and for us as investors. Similarly, company
management seem both encouraged by current results and
yet also cautious and apprehensive of what is yet to unfold.

This apparent contradiction might be resolved by framing the
discussion in respect of the time frames needed to reposition
their businesses into growing markets. For example, the
relocation of factories to the Asian region has often been
presented and discussed in the context of cost management
whereas increasingly we are presented with the idea that it is
to service growing local demand. That is also a rather
convenient rationalisation in the face of rising wage demands.

Emerging market investments have performed extraordinarily
well for the Fund and whilst not denouncing their underlying
and enduring consumer trends, the valuations are now more
reflective and anticipatory of ongoing success.
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Notes

1. The investment returns are calculated using the Fund’s unit price and represent the combined income and capital return for the specific period. They are net of
fees and costs (excluding the buy-sell spread and any investment performance fee payable), are pre-tax, and assume the reinvestment of distributions. The in-
vestment returns shown are historical and no warranty can be given for future performance. you should be aware that historical performance is not a reliable
indicator of future performance. Due to the volatility of underlying assets of the Funds and other risk factors associated with investing, investment returns can
be negative (particularly in the short-term).

The inception dates for each Fund are as follows:
Platinum International Fund: 1 May 1995
Platinum Unhedged Fund: 31 January 2005
Platinum Asia Fund: 3 March 2003
Platinum European Fund: 1 July 1998
Platinum Japan Fund: 1 July 1998
Platinum International Brands Fund: 18 May 2000
Platinum International Health Care Fund: 10 November 2003
Platinum International Technology Fund: 18 May 2000

2. The investment returns depicted in this graph are cumulative on A$20,000 invested in the relevant Fund over five years from 30 June 2005 to 30 June 2010 rel-
ative to their Index (in A$) as per below:
Platinum International Fund - MSCI All Country World Net Index
Platinum Unhedged Fund - MSCI All Country World Net Index
Platinum Asia Fund - MSCI All Country Asia ex Japan Net Index
Platinum European Fund - MSCI All Country Europe Net Index
Platinum Japan Fund - MSCI Japan Net Index
Platinum International Brands Fund - MSCI All Country World Net Index
Platinum International Health Care Fund - MSCI All Country World Health Care Net Index
Platinum International Technology Fund - MSCI All Country World Information Technology Net Index
(nb. the gross MSCI Index was used prior to 31 December 1998 as the net MSCI Index did not exist).

The investment returns are calculated using the Fund’s unit price. They are net of fees and costs (excluding the buy-sell spread and any investment perform-
ance fee payable), pre-tax and assume the reinvestment of distributions. It should be noted that Platinum does not invest by reference to the weightings of the
Index. Underlying assets are chosen through Platinum’s individual stock selection process and as a result holdings will vary considerably to the make-up of the
Index. The Index is provided as a reference only.

Disclaimer

This publication has been prepared by Platinum Investment Management limited ABN 25 063 565 006 AFSl 221935 trading as Platinum Asset Management (Plat-
inum®). It contains general information only and is not intended to provide any person with financial advice or take into account any person’s (or class of persons’)
investment objectives, financial situation or needs. Before making any investment decision you need to consider (with your financial adviser) whether the informa-
tion is suitable in the circumstances.

Platinum is the responsible entity and issuer of units in the Platinum Trust Funds® (the Funds). you should consider the PDS in deciding whether to acquire, or con-
tinue to hold, units in the Funds. you can obtain a copy from Platinum’s website, www.platinum.com.au, or by phoning 1300 726 700 (within Australia), 02 9255
7500, or 0800 700 726 (within New Zealand), or by emailing to invest@platinum.com.au.

No company in the Platinum Group® guarantees the performance of any of the Funds, the repayment of capital, or the payment of income. The Platinum Group
means Platinum Asset Management limited ABN 13 050 064 287 and all of its subsidiaries and associated entities (including Platinum).

© Platinum Asset Management 2010. All Rights Reserved.

MSCI Inc Disclaimer

Neither MSCI Inc nor any other party involved in or related to compiling, computing or creating the Index data (contained in this Quarterly Report) makes any ex-
press or implied warranties or representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly dis-
claim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such data. Without limiting any
of the foregoing, in no event shall MSCI Inc, any of its affiliates or any third party involved in or related to compiling, computing or creating the data have any liabil-
ity for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages. No fur-
ther distribution or dissemination of the Index data is permitted without express written consent of MSCI Inc.
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