ilnvestor

sald first, Because the new machine is more automaced
and suirs the major hospitals and laborarories, the

demand for reagens will increase significandy,

An exciting development is the scheduled launch ne
year of the “Immugold’ machine which uses a
revolutionary diagnostic process for rapid resules,
Tradivional resrs sormally vake more chan an hous
because the blood has tw be incubated with the reagent
for a ser period, The new technology, patented by
Dhagnostic Mroducts, deteces fluonescence occurming when
sample blood molecules bind o the reagent on a thin

strip of gold. Initally targeted ar emerpency moms and
doctors” offices where the rapid resules would be in
demand, this may also be the accepred resting rechnelogy
of the furure, This very impressive rechnological advance
eould have a very significane effeer on the value of such a
small company.

Alchough large companies have an advantage in
distribunion and name recognition, they have no
monopoly on major innovations, We would expea 1o
pay handsomely for a company wath this record of
growth and innovanon, and with a predicrable, brghe
furure, It seems like a sreal on less than 15 dmes nexe
years earnings and twice book value {the US market s on

23 times those eamnings and almost six times hook value).

Kerr Neilson
Platinum Asser Management

For those investors who wish o receive the quarterly
report direcr by e-mail, please e-mail us ar

plannum@plannum.com.au.

For those interested, please visit our website ar

heerpea! fweww, plarinum, com. au
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MLC - Platinum
Global Fund
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Ferformance
Fund Size: 5376 mn 19498 Year to Dale Return Since Inceplion
MLC-Platinum Glooal Fund 24.4% 9.3%
Margan Stanley Capital International 24.9% 125.3%
Warld Indax (Accumuylztion)

Char theme of rﬂth'uc!uring in Eurul:rr has Fl]d ot
handsomdy in the firse half of chis financial vear, Our
leading performers were in [raly and France which we
accurnulaned ar a ome when those markers were
considered doubtful conmriburors me Monetary Union.
Further it may surprise you thar our holdings in Japan,
despite that country’s problems and much diminished
image, have given us good retumns (18% versus 3% for
the Japaness marker {AS)}). We agree with most thar
Japan has a dysfunctional economy and for char very
reason believe there are unusually attractive opportunities
1o be had from the mispricing of shares within is stock
marker. The small proportion of holdings in America
failed ro Fully caprure char markers advance and the near

fully hedged position was a drag on cur performance.

Commentary

The markets have been heaving in every direction
especially in the latter part of the quarter. This has been
brought on by a deepening concem abour Asia. The region
has been moee heavily damaged dhan mose would have
irn:gin&:'. Flows for apil:l ivestment and trade finance
are scarce and chis has a ripple effect on other countries

effect on corporate profits. The fall in the value of Asian
currencies, [varying from 80% for the Indonesia Rupiah
o 18% tor the Japanese Yen in the lase 12 months), has
intensified worries abour deflanion (e, falling prices on
many consumer goods). Asian exports ane pounng into
the healthy western economies; for example, wolumes
passing in through the LIS west coast ports are running
20 higher than last year! The flow is suppressing the
price of traded goods internationally and damaging the
profitability of those companies competing againse such
impores, Furthermore, the earnings from: chis region

are rranslaning into far fewer dollars or Euro currencies.
In areempting to anticipate the future, investors ane
concerned thar earnings will fall short of forecasts and
thar in many countries so-called growth assers waill Fail
te achicve higher carnings in the medium rerm.

It has been interesting to witness the gradual souring of
the view of the Tiger economies. Late last yvear, the
consensis was thar a contraction of imports and a surpe
in exports (nduced by a massive fall in their currencies)
would ensure that the region would have no more than a
temporary sethack. As nme has passed, the picture has
become increasingly grim. Social harmony has been
threatened, unemployment has surged and hunger stalks,

roapecres No. § for the MLC - Flaioan Global Fead duad 13 M b U00T and Poog Bla. 1F far dhe MLLT Amiralian Tesn daed 8 Oochar 1997 have bea led ped
widh ahe Auciralbon Seouiie Commbsion O Spdacyl aad reglaerad on 17 Ocmober 1757 and 1B Sepramber 1737 repeoivelp, The allsmests of the unis dall Be mode o the
manna grecited in the wiovam: Frospecus aed nthe mmner prescribad under the bra of dhe st of Mow Souds Waln, Susrda in scooedance with wiich low the Peospooia
b regmeed. A copy of ahe Mecspeoses can be ofsained from MLD Invesimenis, The o of unie is aBodssd by MLE Invsimean Limisd, inoogonnd in Assinlia
RS 02 541 00D member of the MLC Gepaup, The manaper boeatdid oo o S m Madmass of the T Melthar ML Tpvetn ot any memnber o Fhe MLC Growp, Mardiem
Amm Marapemear o the Thoe puanmes epryman af cpicl oo anp parsadar one of reura, The noun Bxig pronoed s smesssed & AUD which i she boss cesmecy 1o wlich
the Fuisl b mamaged Mew Seibaid Dnvvetanm sl be awire st o cetienoy affoot cbes beoween dhe bess cuirenesy snd ahe MNE dallar, Past peifoansace scfeiied oo in ol pepea &
nat irdicmive of e perlemmarer.

Far from being a blip, the disruption is now endemie.
The IMF's interventicon is heing seen as a grand failure
and in some circles, it is regarded (sadly} in a more
anister light, The consensus forecast is now for a much
more gradual recovery with the botom not quite in
aght. Adding to concems is the peor performance of

dependent on toreign capiral o augment their domesnc
savings, nowably Russaa and many of the commodiny
pﬂhdu:i My COUnLres of the southermn |1.Emi.1|:l'ieru'.

Apart from the threar of diminishing aggregare demand
for goods and services, the other worry abour Asia is is
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STOCK COUNTRY
Rinascente Italy
Siemens Germany
Swiss Industrial Group  Switzerland
San Paolo Italy

Sony Corporation Japan
Yamanouchi Pharm.  Japan
Lagardere France
ACuson us
Mikuni Coca Cola Japan
Hornbach Germany

TOTAL

Japan and the prespect of China
falling well shor of expecrations,

Fear mutared inte perceprions of
rlppe:-rh:lnil::r mn r|'||.' m.l.rlu.'L': n'Fﬂ'u.'
west. By late Drecernber 1997, che
InteTpretation had started o alver
({9 n'.'gﬂ.rl:l Auias woes as the weses
gain. 'U|'|L'.|.|.1 it From Msia and
the view thar the Federal Reserve
Board needs to keep interesr rares
low {to accommodate Aga, among
other things) were seen as
favourahle stimuli for siock
markers. The so-called Goldilncks
enviromment {mos oo hor, noe

o cold. . just right’), which allows
E-I.Il.' :l-:m- |.'|1.|.l :lL'.l.d._g.I gnlw!l'l u.r.||:|
minimal inflarion encouraged
valwarions nor seen cven in the
booming 19605 {some enthusiasts
even angue thar the economic oycle
has disappeared).

The great disparity in owtlook s
i.-.I.'ILTiI'IE .“.".'H.-.k." il'l “'ﬂ'.:l-[ t':nn-e:-rni:'s
i he pummelled while the SEITONE
grovth companics in the western
hLT.".iﬂFthTl' A I.-’F'.'i:ll.g L'.l.ll.'.l'c'ﬂ.gﬂﬂ lI]-
[.:-:r:i_ﬂ.'d- It s diffvcule to find a
historic precedent where such large
differenmals have existed.

INDUSTRY %% HOLDING

Retail 5.3%
Electrical Engineering  3.3%
Packaging/Engineering 3.2%

Banking 3.0
Electrical Equipment  2.8%
Fharmaceuticals 2.8%
Media/Defence 2.T%
Medical Equipment 2.6%
Bottler 2.3%
Retail 2.3%

30.3%

The relarvely small number of
stocks IL'.IIjiﬂE the r]urg«l.' 1A Western
markets (narrowness) 15 indicarve
of the Erowing fensions within the
system and are a pood reason for
cautioan., Putting this another Wy,
racit concerns abour slowing growth
% :.lusin_l:r. investors to discrmimate
against smaller sound com panies in
Fﬂ'ﬂ!:ll:lr I'IF I.'.I'H:l:ﬂl.' 'ﬂ'lrl'l I'I;EI'II}' '!'i:il'lh'
prospects and predicrable growth,
The risk premium attached oo
smaller companies has therefore
s, even 'r|'||1ug|'| A% A group, r|'||.'].'
have historically grown the fastest.
Caiven our philssophy to invest in
und-l.'r-pr]n'.‘d. :u'g|L1.-|.-'_'-ﬂ stocks, i s
evident thar we find the oppressed
more inkeresting than the lauded.
However, we are unwilling o
J.i.m[.z-]!,- I.TL'I![ 1.I'.H. dL'L'.IJ'.'r '!'.II'I.I.!'.' 1!.':11]3.'
of the great uncertaintes and weak
macro-economie Factars which will
bear down on many businesses for
the time h-L'i:u.g. Chur prL‘i-L'rL'nu' 15 L
miostly cccupy the middle ground
of COFAPAnes with stromg busi nesses
thar are growing and where
valuations ane attractive in a world
where the "nsl free rare’ (e
Eovermment |'|nnr1'::| 1= |i'|-:c"|_:," to stay
ar around 3%, In Europe, this

g‘r\e:-wrh i5 nften seen in com Pjnim
CNEAgIng In resructuring and
ru!‘l.ln.l];.'lﬂ.‘liﬂﬂ ﬂndlll.ll.' CUMN=UEMILET
#I.'I'I::il'i'l."l.' Eﬂm]’.\:nil‘.‘. DUT .1|'|.=|'|.'I
have long boen sereened for their
sensitivity to Asia and in general

it 15 bows, I Japan, our Fecus 15

very specific with the emphasis
split almaost evenly hetween
pharmaceuricals, Coca Cola borters
and exporters! r¢'|:|'|11|1|1:g|.' stncks
which will benefic from the weak
ven. The few |'||.|]|:|i.r.|g.'. wie have in
the United Seates are ETEErprises
where profic masging are likely ro
rise flgniﬁr.:nﬂ:r led l's-].' new ]'.hml:lu:r
intreductons, Sprinkled
ll'lmugl'lul.ll |.I'||.' [J":HT'.E-l.lI.i':F 1.I'.H.|.'L e
ﬂ'“'r.l.l |.'I|.'I."P 'I':Ilﬂ.' IJI.:F

Dutlook

In the I:|'II'I'I'-II'IE three m =mx monchs,
the main poine of inrerest for che
markets Iill.L‘I.}' s b a lewe] of
econemic growth rather than
concems abour inflation, [n
Pirril‘.l]llr. il'l'!'ﬂ':“.'l'lT! WI“ EH' ﬂ'l.'kil'lg
evidence thar the Japanese coonomy
i% sLarting Lo mprove and thae
Eurcpe connnues to gather
mormentum, An oyve will also be
kepe on the US consumer who was
partculardy aotve i che malls in
the second quarter and whe, on
average, no longer chooses 1o save
(they chink the stack marker will do
it for them],

Az we believe mosr western markers
are L'.ﬂ.l.l'd."."-l.Eﬂl.‘ll.I]-‘ |.1ri|:|.'n'l. ik i% ||.lu.|1
that there wall be an on-going
&l'lﬂ.“.l'. .IIJI.ILI“. gmwll:l YLETHLE |.I'|L'
appropriate discount rate For shares,
By this we mean the questoning as
o the Appropriale earnings _pi.-l.'H.
ome 15 prepared o acoepr in order
o participate in gnlw!h aRsets
[shares) im an envaronment of veTy
lovwr inflarion. A srrong case will be
made for an abnormally low yield
on the presumed scarcity of
alternative choioes, While we ane
ahle to understand this line |1F
argument, the offscrming case iz

that low inflation has is nrigin in
a changing world environment
which in many instances is adding
14 l'ii:l:.. HL'.".I:L' Lo R S sy I\'.'I'I.I.'L'l.ﬂl.'ll. Loy
p.l.l'l.:ll:i Pil'f' as t'nThusi.u:l.‘i r_=| I].' F13
these whose objective is o keep
up with a benchmark representing
world stock markets.

Conclusion

Though our caution may resault in
our unitholders failing ro masimise
their returns in the short term, we
believe the argument for weight of
MONEY 5 4 supporting Factor in

the bull markes, noe ghe u1:||:||.'r|_!,-'i|:|g
reason for the bull marker,
Earnings and rtheir valuarions will
remain our principal criteria in
asmsang the degree of risk we wish
10 CXPOSE FOUL 10,

Stock Story

— Diagnostic Products
Corporation {USA)

Diagnostic Producrs is a Diavid
ﬁg]l.ting apsinat the Goliaths

of the medical equipment and
pharmaceurical secrors, A srall,
f-umil}--ru:u. business, i was starbed
in 1971 in che kicchen of che
founder to develop reses {assays’)
143 |:||.'I.q'.'|:l r|.|.|:|'| I!]l.i:lLy: al i.|1f-L'.rli.|i.l:|-'.
folic acid, prostate canoer, and
thyroid problems, The company
has a sorong rrack record of growth
I.'I'I.I.l. &E-]Ji‘I.L 'L'I.'I'ﬂ[.i":l'l.l.ﬂd.i:ll.g ﬂIL'! aL
over 20 remains small, wich less
than USS200 millicn im sales.

In the seventies and t'iﬁl.il.:. tesls
were done |'|].' :|1m|1ining a p.l.l'imt"s
blood sample with a radicactve
rEsigEn (the key ].1r|.||:|1.|.|:l au |.1|.1|.iL'd.
by the diagnostic company} and
measunng the radiation using a
srandard geiger counrer. However,
over time the industry has been
shifring away from radicacove rests
because of safery coneems and the
high Labowr coses of manual esting.
-rl'ﬁr W:IIU IS I'l.l."«'l.' I'lf'f'l'l il'li:l'ﬂ'.:ﬁ'-ll'lE
as physicians, wary of lingation,

make sure chat all relevant tests
are carried out, Furthermore, new
diseases such as AIDS, and new
N'i.rHJ .'I!Tﬂ.i Ik, Cresles W SOurces
E:IF-I'L.'I'I'I.ITII.'I H'Ir TEsrs, .E-'Il.r rl'll.' EI'II'II.'I
growth of the industry has Forced a
shifr to high volume st methods,

Automared fesmng using non-
isctopic andbodies has grown
rapidly, with as many as mwo
I']IJ:II.dI."'.'d Lesls IJL'i.I'IE T LH 1.|'.H.'
Faseest machines every hour, The
equipment involves a carouse] o
incubate the tesr rubes conraining
CL'I'I']I.'Ii.I'IL\'J. IJI.'IJUJ.'IT\'.'.IL.W.'HI “I'I'][J‘L.H.
Thiese are bed ineo a device char Fres
light phetons ar che mixores and
measiies the reacton, achieving
I'llgl'l II.'“'I! E:IF .I.-DI:IJF.:I:}". TI'II.' st
iubes are barcoded which eliminares
humian ceror amd allows mimimal
|'.|J.1-u|.1r in].'lu!. Oinee L|'||: ﬂr.||.|.1|.-'.'.'| are
II'I.II.'I.E'E' il'l I.'.I'Il' -I:il'ml.il.'l. A |.1u1'¢'r
controls the process; the
appropriate reagents are added,
incubation gimes monitored, et
results measured and r||.'|.'||'|1'|:|.'|.‘|1 and
on the company’s new machine
|11rl|'|L'.r [esis ane I.II.'d.l'.'I'L'd H.ﬂd \'_'I.I'l.'iL'd.
ot iF the resules are inconclusive.
Cince & machine has been kased or
boughr by a laboratory, supplies of
rL'J.ELTIL'I must IJL' Lll.'d.l'.'l'L'd. I’I'l.'q'.lL'n:I.}'
i carry out the tests, making this
an arrracive "razor and blades”

l'!-ll':inm':. [I'II.'I.E'E'I.'I., WI'II.'l'I W \'i!iﬂ'd
the company we found them
adjacent to Los Angeles airport, a
\'_"Jn'ﬂ'l.'ll.i\'.'ﬂ! ]L'I:H.ﬁl.ll.'l I-'L'lr .'Il'li[.?].'lill.g
Tt'.:gt'nn: wll.'.l'l F1 III'I'IIH.'E' :‘I'H.'I'F .Iil'lﬂ'
to laboratories arcund the world.

The Goliaths of the induscry are
companics such as Abbom, Roche,
Chiron and Johnson & Johnson,
With ample resources, these

O PANIES WerE quil:ll. ter hri.ng
automation to the market.
[Chagnostc Produces was late in
following the shifr in resring and
I.'HJI.'IE.I'J'. HIE \'.'ﬂl.l.'ll.'}'l.ll.'li\'_' U'IJHI.I.'I'-I.I.'I}'.
Cirrus ]’Ji.:gmun'r_:. im 1992, This
allowed the company o make the
tranEitea o autemarion and over
EI.EE':'.I “Immulite’ machines have
now been placed in laborarorics
arotind the wosld, However,
u.||!]u.'-|.1g|'.| L|.'|L' :||:|.l|:|'|5nL' -:J|-|-¢.'rs 420

I:!l'F TI'H.' wid.t'.':r .ITr.I].'E I'IF resis .ITII.'I
SUPETICT Accuracy, 11 is less
auromared than dhe competinoen,
E-'.|_|.1a|. to the r]u|1|.'nt:|:. the

L] )| P.II'I}' I.'Ii."\'l.'II'IPI.'I.'I a
generaton machine which has been
introduced ahead of com petitor
proposed new n'l:l:i."rings and appears
o exceed their performance, Selling
of leasing machines is important
kh'."i.'ﬂ'.lﬂ'.' |.|'|L' D'.'.IL_"".'H:E Are .'I[.?L"L'iﬁl: L]
each com p:n}"s machine che blades
cannot be sold iF the raor 15 not

DISFOSITION OF ASSETS

REGIDON 31 JULY 1998 30 April 1998
Western Europe 48% 44%
Japan 24% 25%,
North America 9% 7%
South America A% 5%
Other Asia 3% 3%
Ausiralia 25 2%
Tokal Invested 905% B6%
Cash 10% 14%
Total 100% 100%



