
September 2012  
Quarterly Review

Listed Managed Investments



20Listed Managed Invesments – September 2012

Rating

LMI Type

Listed investment company

Investment Area

Australia

Investment Assets

Listed companies and other

Investment Sectors

Diversified

Key Investment Information

Price as at 13 December 
2012 $1.31

Market cap ($M) 581.9

Shares on issue (M) 444.2

Shares traded ($M p.a) 49.4

12-month L/H ($) 1.11/1.35

Listing date December 2003

Fees

Management Fee (%) 0.18

Performance incentives (%) na

Pre-tax NTA Performance Analytics 
(including dividends)

S&P/ASX 300 Acc

1 Yr 3 Yr (p.a.)

Excess Per. (%) (2.05) 2.10

TE (%) 4.00 3.90

Benchmark returns are purely pre-tax, whereas LIC 
returns incorporate realised capital gains tax and 
therefore understate portfolio performance to a 
degree.

Dividend Yield %

FY10 5.31ff

FY11  5.21ff

FY12 6.23ff

Substantial  Shareholders %

Washington H Soul Pattinson & 
Company Limited (WHSP)

13.6

      As at 30 Sept 2012

COMPANY OVERVIEW
BKI came into existence as a result of the acquisition of the investment portfolio of 
Brickworks Limited in 2003. BKI invests in a portfolio of domestic equities and has long-term 
investment horizon. The portfolio is managed internally.

INVESTMENT OBJECTIVE 
The company aims to generate an increasing income stream for distribution to shareholders 
in the form of fully franked dividends, to the extent imputation tax credits are available, 
through an investment in a portfolio of assets that are also able to deliver long-term capital 
growth.

STYLE AND PROCESS 
BKI has a buy-and-hold, style neutral investment style. The company has no sector or stock 
investment limitations and the company focuses on the investment merits of individual 
stocks rather than market or economic trends. Stock selection is based on 5 basic 
fundamentals: (1) Income – BKI seeks to invest in securities that offer an attractive fully 
franked yield; (2) Principal activity – potential investments are required to have sustainable 
business models and a competitive advantage in their respective markets; (3) Debt levels 
– BKI focuses on companies with low debt levels and high interest coverage ratios; (4) 
Management and Board – a strong and experienced board and management team that has 
a proven history of creating shareholder wealth is required for a stock to be considered; (5) 
Earnings and valuation – potential investments must offer sufficient earnings growth and be 
valued attractively. If the potential investment passes the above filters, the security is taken 
to the Investment Committee (IC) for approval. The IC comprises the majority of the Board.

PORTFOLIO CHARACTERISTICS
BKI invests only in ASX-listed stocks and interest bearing securities.  The portfolio has a 
focus on large cap stocks, with 74% of the portfolio invested in the top 100 stocks as at 
30 September 2012. This is expected given the focus on companies offering an attractive 
yield. The company has a long-term approach to investing and as such has low portfolio 
churn. The company has a benchmark unaware investment approach, with no restrictions 
regarding the minimum or maximum investment in any individual stock or sector. As such, 
the company has the ability to heavily weight the portfolio to a single stock or sector. BKI has 
a concentrated portfolio with the top ten holdings accounting for 62% of the portfolio.

INDEPENDENT INVESTMENT RESEARCH COMMENTS
BKI offers investors cost-effective access to a portfolio of ASX-listed securities. The portfolio 
(pre-tax NTA plus dividends) underperformed the benchmark index over the September 
quarter by 1.25%, increasing 7.5% compared to the benchmark index increase of 8.8%. The 
portfolio has underperformed the benchmark index over the 12 months to 30 September 
2012, yet has outperformed over the longer-term. Since inception in 2003, on a rolling annual 
basis the portfolio has generated an average annual return of 8.9%, slightly less than the 
benchmark index of 9.2%. We note that BKI’s largest investment (NHC) is an operating 
subsidiary of the company’s largest shareholder (WHSP). Robert Millner and Tom Millner 
are on the board of WHSP and as such remove themselves from any invesment decision 
discussions involving NHC to avoid conflicts of interest. In early October, the company 
announced a Share Purchase Plan (SPP), offering shareholders the opportunity to acquire 
up to $15,000 ordinary shares at a 0.25% discount to the VWAP of BKI shares over the five 
business days prior to the issue of the shares under the SPP, which is expected to be the 2 
November 2012. The aim of the SPP is to reduce the discount the company is trading at as 
well as increase the size of the company.  

www.bkilimited.com.au

BKI Investment Company Limited (BKI)
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BOARD OF DIRECTORS
Robert Millner Chairman (Executive)

Tom Millner CEO (Executive)

Alexander Payne Director (Executive)

David Hall Director (Non-Executive)

Ian Huntley Director (Executive)

Jaime Pinto Company Secretary

OTHER DATA
 � Options – None on issue

 � Dividend policy – To generate an increasing income stream for distribution to its 
shareholders in the form of fully franked dividends. Payout Ratio of 90%-95% of 
Operating Profits. 

 � Capital management policy – BKI regularly reviews the capital structure. BKI has 
conducted SPP’s and Renounceable Rights Issues in the past. No Buyback in place. 

 � LIC tax concessions – Yes

 � DRP available – Yes

BKI’s Portfolio (Top 10) Weighting 

Code Portfolio (%) S&P/ASX 300 Index (%)

NHC 11.3 na

CBA 9.0 7.8

NAB 8.7 4.9

BHP 7.7 9.3

WBC 6.7 5.9

TLS 4.9 4.2

WES 4.5 2.8

WOW 3.7 3.1

AGK 2.9 0.7

ALS 2.8 0.0

62.2 38.8

Source all figures:  BKI/Independent Investment Research/IRESS.  
All data as at 30 Sept 2012 unless otherwise specified.

Asset Weighting

Aust. 
Equities
94.4%

Cash
4.9%

Other
0.8%

Size Weighting

ASX Top 
50

58.9%

ASX 
50-100
14.6%

ASX 
100-300

7.0%

ASX 
Micro
13.9%

Cash
4.9%

Other
0.8%

SECTOR BREAKDOWN

Sector %

Energy 15.2

Materials 9.4

Industrials 7.3

Consumer Discretionary 5.1

Consumer Staples 12.5

Healthcare 1.3

Financials (ex Property) 38.0

Property 0.4

Information Technology 0.0

Telecommunication Services 6.9

Utilities 3.9

KEY POSITIVE CONTRIBUTORS

 � New Hope Corporation Limited

 � TPG Telecom Limited

 � Rio Tinto Limited

KEY NEGATIVE CONTRIBUTORS

 � ALS Limited

 � AGL Energy Limited

 � UGL Limted

NTA  & Share Price Performance
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DISCLAIMER 

(a) Disclaimer
The information, reports, financial models, forecasts, strategies, audio 
broadcasts and other media (referred to as “Content” throughout this 
Legal Notice), provided on this web site has been prepared and issued 
by Altavista Research Pty Ltd trading as Independent Investment 
Research “IIR”, Independent Investment Research Holdings Pty Ltd 
(ACN 155 226 074), as authorised to publish research under an Australian 
Financial Securities Licence (AFSL No 420170) which allows Independent 
Investment Research to offer financial service advice to retail and wholesale 
clients. Users of this web site should not act on any Content without first 
seeking professional advice. Whilst the Content contained on this web 
site has been prepared with all reasonable care from sources which we 
believe are reliable, no responsibility or liability is accepted by Independent 
Investment Research, for any errors or omissions or misstatements 
however caused. Any opinions, forecasts or recommendations reflect our 
judgement and assumptions at the date of publication or broadcast and 
may change without notice. Content on this web site is not and should not 
be construed as an offer to sell or the solicitation of an offer to purchase or 
subscribe for any investment. We are not aware that any user intends to 
rely on the Content provided or of the manner in which a user intends to 
use it. In preparing our Content it is not possible to take into consideration 
the investment objectives, financial situation or particular needs of any 
individual user.

Access by any user to this website does not create a client relationship 
between Independent Investment Research and the user. Users seeking 
to invest must obtain individual financial advice to determine whether 
recommendations are appropriate to their investment objectives, 
personal financial situation or particular needs, before acting on any 
recommendations. Any Content is not for public circulation or reproduction, 
whether in whole or in part and is not to be disclosed to any person other 
than the intended user, without the prior written consent of Independent 
Investment Research.

(b) Disclosure of Interest

General 

Independent Investment Research, its officers, employees, consultants 
and its related bodies corporate have not and will not receive, whether 
directly or indirectly: any commission; fee; benefit; or advantage, whether 
pecuniary or otherwise, in connection with making any recommendation 
contained on this web site. Independent Investment Research, discloses 
that from time to time, it or its officers, employees and its related bodies 
corporate: may have an interest in the securities, directly or indirectly, which 
are the subject of these recommendations; may buy or sell securities in 
the companies mentioned in the Content; may effect transactions which 
may not be consistent with the recommendations in the Content; may 
have directorships in the companies mentioned in the Content; and/
or perform paid services for the companies that are the subject of such 
recommendations.

However, under no circumstances, has Independent Investment 
Research been influenced, either directly or indirectly, in making any 
recommendations contained on this web site.

Corporate Research

Independent Investment Research has or may have, received a fee 
either directly by a company itself or by a third party, to provide coverage 
and/or corporate research (the “Fee”). Where a Fee has been received, 
Independent Investment Research does not publish:

Buy / Hold / Sell recommendations for the security or managed 
investment schemes.

(c) Copyright Protection

All Content at this web site is protected by copyright. Apart from any use 
permitted under the Copyright Act (Cth) 1968, you must not copy, frame, 
modify, transmit or distribute the material at this web site, without seeking 
the prior written consent of the copyright owner. Content on this web site 
is owned by the business Independent Investment Research. Users are 
prohibited from copying, distributing, transmitting, displaying, publishing, 
selling, licensing, creating derivative works or using any content on the 
web site for commercial or public purposes

Copyright 2010 Independent Investment Research. All rights reserved.

(d) Trade Marks
The trade marks and logos displayed on this web site belong to Independent 
Investment Research or other parties. Such trade marks include registered 
trade marks and trade marks pending registration. Users are prohibited 
from using any of these trade marks, without seeking the prior written 
consent of IIR or such third party, which may own the trade mark content 
on this web site.

(e) Limitation of Liability
To the fullest extent permitted by the law, Independent Investment 
Research and any of its officers, employees, agents, consultants or related 
bodies corporate disclaim any liability, whether based in contract, tort, strict 
liability or otherwise, for any direct, indirect, incidental, consequential or 
special damages arising out of or in any way connected with the use of any 
Content made available on this web site by any person or entity.

(f) No Warranties
Independent Investment Research does not make any claims, promises, 
guarantees, representations or warranties regarding the accuracy, 
completeness or fitness for purpose of the Content made available on this 
web site. All information on this web site is provided to you on an as is 
basis, without warranty of any kind either express or implied. To the extent 
that research can be provided by third parties, Independent Investment 
Research makes no warranty or representation as to the accuracy or 
completeness of such information displayed on this site, and accepts no 
liability for errors or omissions arising from such third party information. 
To the fullest extent permitted by law, under no circumstances will 
Independent Investment Research be liable for any loss or damage caused 
by users reliance upon information obtained through this web site. It is 
the responsibility of the user to evaluate the accuracy, completeness or 
usefulness of any information, opinion, general advice or other content 
made available through this web site. Furthermore, Independent 
Investment Research does not warrant or represent that this web site 
is error free or free from viruses or defects. A user must do all that is 
necessary (including using virus checking software) to satisfy itself that 
accessing this website will not adversely affect its system.

For further information, please contact IIR at: client.services@
independentresearch.com.au 
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Independent Investment Research (Aust.) Pty Limited

SYDNEY OFFICE
Level 10, 50 Pitt Street
Sydney NSW 2000
Phone +61 2 8001 6693
Main Fax +61 8072 2170

Postal Address
PO Box H297 
Australia Square NSW 1215

MELBOURNE OFFICE
Level 7, 20–22 Albert Road
South Melbourne VIC 3205
Phone +61 3 8678 1766
Fax +61 3 8678 1826

DENVER OFFICE
1011 S Valentia 138
Denver Colorado 80247
Telephone: +1 303 923 3084
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