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Blue sky for
mine services
Small Caps

Tracy Lee

mall companies riding the resources boom
pmwsdedéwme of the best returns last
quarter, mnnnumsemces
and not blue-sky miners that fund man-
B agers say will be the star performess in
2006. :
Goldman Sachs JBWere head of Al
equities Tim Hannon says the di
several mang isﬂmslmofthe r
was coming rom speculative mining lnd
Tation com
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month, did not fit with his fund’s investment nﬁtms
despite the fact that it had enjoyed significant share
price gains, "It does hurt your shorier-term
performance,’ he says.

GSIBW's emerging leaders fund suffered in the
last quarter, with the manager recording & return of
negative 3.61 per cent,

While: smx]l company plays haye been mpnnsimc
for strong performances for general Australian
tﬁdv funds, mhdmmh thfm asset consultant

orfingstar 1 t, on uverage, 3
company funds outperformed small company fm
by about 6 per cent in calendar 2005.

‘On average, small cap funds returned 17.7 per
cent compared with 23,9 per cent for large cap funds.

However, most managers, including Hannon,
expect small company funds to prmduce double-
digit returns this year.
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GSIBW” semergmg Teaders fund has done better
over a longer period with its three-year performance
recording & healthy 23 5 per oent%

Emsay; the mfund has favoured stocks that
show longer-term growth prospects such as
min-b.mdhr ABB Grain and childcare operator

Benuw“ value mansger Invesco has done a litile
better oul of the resources run and noted that it was
mining service companies such as Macmahon
Holdings, Worley Parsone, Downer and Ausdrill
which contributed to performance from that sector.

*‘These companies benefitted from the increased
volume of contracting work and not pﬁne."
says Invesco small companies head Cynthi: a Jenkins,

Annth;;?uompany which has done well mu of

g cos is :umpn:im provider Boom
Logisties, which Hannon says his fund still holds,

Jenkint said these businesses would continue to

benefit from larger pla such s Rio Tinte
BHP Biiliton’s wﬂhn;ny::: o ouﬁoum spm:ll:g .

services on ma}o: projects,

engineering contractor Macmahon
Holdings wu one of the biggest beneficiuries of the
trend. Last December, the mid-cap company lifted
its order book to  record $1.2 billion after winning
@ $250 million iron ore contract with BHP Billilon
— the largest in its 42year!nsmry

As a value manager, Invesco’s performance in the

‘Jast quarter has been slight at only 0.6 per cent,

‘howeyer the fuudhasasswngremrdwlh&
medium to Jong-term with its three-year perform.
ance returning a strong 25 per cent for investors;
ontI;J First ?gl& h;:r;wo of its small cup funds
among the lop three 'ormers for the guarter,
while little known boutique fund Smallco
ranked well, coming in second with a quarterly
return of 4,83 per cant.

; ntmt Colonial's best performing fund for
the quarter, the future leaders fund, has almost
3800 million under management.

gly duckling of 2005 could represent
va]nl.- says Liavesco's Jenkins who is looking closely
at !he retail sector, Rebel Sport is one retailer on
which it is keen.



