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WHO IS IIR? 

Independent Investment Research Pty Ltd, “IIR” is an independent investment research house in Australia. IIR specialises in the analysis of 

industry trends, and high quality commissioned research. IIR was established in 2004 under Aegis Equities Holdings to provide investment 

research to a select group of customers. Since March 2010, IIR has operated independently from Aegis by former Aegis staff to provide 

customers and subscribers unparalleled research website, that covers listed and unlisted managed investments, resource companies, ETFs, 

property, structured products, and IPO’s.

DISCLAIMER

This publication has been prepared by Independent Investment Research Holdings Pty Limited trading as Independent Investment Research (“IIR”) 

(ACN 155 226 074), an Australian Financial Services Licensee (AFSL no. 420170). IIR has been commissioned to prepare this independent research 

report (the “Report”) and will receive fees for its preparation. Each company speci!ed in the Report (the “Participants”) has provided IIR with 

information about its current activities. While the information contained in this publication has been prepared with all reasonable care from sources 

that IIR believes are reliable, no responsibility or liability is accepted by IIR for any errors, omissions or misstatements however caused. In the event 

that updated or additional information is issued by the “Participants”, subsequent to this publication, IIR is under no obligation to provide further 

research unless commissioned to do so. Any opinions, forecasts or recommendations re"ects the judgment and assumptions of IIR as at the date of 

publication and may change without notice. IIR and each Participant in the Report, their of!cers, agents and employees exclude all liability whatsoever, 

in negligence or otherwise, for any loss or damage relating to this document to the full extent permitted by law. This publication 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. Any opinion contained in the Report 

is unsolicited general information only. Neither IIR nor the Participants are aware that any recipient intends to rely on this Report or of the manner 

in which a recipient intends to use it. In preparing our information, it is not possible to take into consideration the investment objectives, !nancial 

situation or particular needs of any individual recipient. Investors should obtain individual !nancial advice from their investment advisor to determine 

whether opinions or recommendations (if any) contained in this publication are appropriate to their investment objectives, !nancial situation or 

particular needs before acting on such opinions or recommendations. This report is intended for the residents of Australia. It is not intended for any 

person(s) who is resident of any other country. This document does not constitute an offer of services in jurisdictions where IIR or its af!liates do not 

have the necessary licenses. IIR and/or the Participant, their of!cers, employees or its related bodies corporate may, from time to time hold positions 

in any securities included in this Report and may buy or sell such securities or engage in other transactions involving such securities. IIR and the 

Participant, their directors and associates declare that from time to time they may hold interests in and/or earn brokerage, fees or other bene!ts from 

the securities mentioned in this publication. 

IIR, its of!cers, employees and its related bodies corporate have not and will not receive, whether directly or indirectly, any commission, fee, bene!t 

or advantage, whether pecuniary or otherwise in connection with making any statements and/or recommendation (if any), contained in this Report. 

IIR discloses that from time to time it or its of!cers, employees and related bodies corporate may have an interest in the securities, directly or 

indirectly, which are the subject of these statements and/or recommendations (if any) and may buy or sell securities in the companies mentioned in 

this publication; may affect transactions which may not be consistent with the statements and/or recommendations (if any) in this publication; may 

have directorships in the companies mentioned in this publication; and/or may perform paid services for the companies that are the subject of such 

statements and/or recommendations (if any).

However, under no circumstances has IIR been in"uenced, either directly or indirectly, in making any statements and/or recommendations (if any) 

contained in this Report. The information contained in this publication must be read in conjunction with the Legal Notice that can be located at http://

www.independentresearch.com.au/Public/Disclaimer.aspx.

For more information regarding our services please refer to our website www.independentresearch.com.au.
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Figure  Share Price (including dividends) Performance Analysis to 31 March 2012

ASX 

Code

% Return 

March Qtr

Annual Returns, %

1 Year 3 Years 5 Years

LMIs

Aberdeen Leaders Fund ALR 5.9 (9.4) 5.0 (3.3)

AFIC Limited AFI 6.7 (7.1) 4.7 (0.3)

Amcil Limited AMH 12.5 11.6 18.2 6.4

Argo Limited ARG 5.1 (10.5) 3.4 (3.2)

Australian Leaders Fund Limited ALF 15.2 1.2 33.0 10.1

Australian United Investment Company Limited AUI 9.0 (10.1) 9.0 na

BKI Investment Company Limited BKI 4.9 2.9 13.3 2.2

Clime Capital Limited CAM 5.6 2.0 23.1 na

Contango MicroCap Limited CTN 33.2 (3.1) 26.3 (0.6)

Diversi�ed United Investment Limited DUI 11.0 (9.8) 9.1 na

Djerriwarrh Investments Limited DJW 7.7 (5.0) 8.8 2.1

Global Mining Investments Limited GMI 0.0 (26.6) 5.1 (4.5)

Hyperion Flagship Investments Limited HIP 0.0 (11.3) 8.7 (5.5)

Milton Corporation Limited MLT 7.5 0.8 8.5 (2.7)

Mirrabooka Investments Limited MIR 11.7 3.4 17.9 3.2

Premium Investors Limited PRV (8.1) (10.7) 14.1 (5.6)

SPDR S&P/ASX 50 Fund SFY 7.2 (5.9) 10.2 (1.3)

SPDR S&P/ASX 200 Fund STW 8.6 (6.3) 11.1 (2.4)

SPDR S&P/ASX 200 Listed Property Fund SLF 6.6 0.9 11.2 (13.8)

SPDR S&P/ASX 200 Financials Ex A-REIT Fund OZF 8.7 na na na

SPDR S&P/ASX 200 Resource Fund OZR 7.5 na na na

SPDR Small Ordinaries Fund SSO 15.0 na na na

SPDR MSCI Australia Select High Yield Fund SYI 9.3 (0.0) na na

Templeton Global Growth Fund Limited TGG 6.0 (7.5) 2.9 na

Vanguard Australian Shares Index ETF VAS 8.7 (6.6) na na

Vanguard Australian Property Securities Index ETF VAP 4.8 1.2 na na

Vanguard All-World ex-US Share Index ETF VEU 8.5 (9.4) na na

Vanguard US Total Market Shares Index ETF VTS 9.6 5.8 na na

WAM Active Limited WAA 8.9 8.0 24.0 na

WAM Capital Limited WAM 11.9 7.0 27.5 3.1

WAM Research Limited WAX 15.0 9.3 22.7 (0.6)

Westoz Investment Company WIC 10.4 (3.6) na na

White�eld Limited WHF 8.0 (0.8) 11.4 (5.6)

Indices

S&P ASX 200 Accumulation XJOAI 8.4 (6.1) 11.3 (2.0)

S&P ASX All Ordinaries Accumulation XAOAI 9.0 (6.2) 12.3 (1.8)

S&P ASX Small Ords Accumulation XSOAI 15.0 (8.6) 17.9 (3.9)

S&P ASX 200 Property Accumulation XPJAI 7.0 1.6 14.4 (13.3)

S&P ASX 200 Industrials Accumulation XJIAI 8.9 1.5 13.2 (3.2)

Source: IRESS/Independent Investment Research
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Figure 2. Pre-tax NTA/NAV (including dividends) Performance Analysis to 31 March 2012

ASX 
Code

% Return 
March Qtr

Annual Returns, %

1 Year 3 Years 5 Years

LMIs

Aberdeen Leaders Fund ALR 12.1 (13.1) 7.6 (5.0)

AFIC Limited AFI 8.4 (3.4) 12.0 0.3

Amcil Limited AMH 10.8 7.4 19.0 6.2

Argo Limited ARG 8.4 (5.5) 11.3 (1.8)

Australian Leaders Fund Limited ALF 9.9 (0.2) 17.0 6.7

Australian United Investment Company Limited AUI 9.1 (9.1) 11.4 na

BKI Investment Company Limited BKI 6.4 1.4 13.7 1.4

Clime Capital Limited CAM 5.9 (2.0) 16.7 na

Contango MicroCap Limited CTN 21.9 (9.5) 18.2 4.2

Diversi�ed United Investment Limited DUI 9.1 (9.1) 9.8 na

Djerriwarrh Investments Limited DJW 8.4 (4.4) 11.0 (1.2)

Global Mining Investments Limited GMI 4.4 (22.4) 10.7 (4.6)

Hyperion Flagship Investments Limited HIP 4.7 (8.4) 8.2 (3.2)

Milton Corporation Limited MLT 8.1 (0.4) 12.5 (0.5)

Mirrabooka Investments Limited MIR 13.8 7.1 20.5 2.0

Premium Investors Limited PRV 6.7 (3.2) 9.3 (2.0)

SPDR S&P/ASX 50 Fund SFY 7.5 (6.1) 10.3 (1.6)

SPDR S&P/ASX 200 Fund STW 8.3 (6.4) 10.8 (2.3)

SPDR S&P/ASX 200 Listed Property Fund SLF 6.9 1.2 13.8 (12.8)

SPDR S&P/ASX 200 Financials Ex A-REIT Fund OZF 8.3 na na na

SPDR S&P/ASX 200 Resource Fund OZR 7.0 na na na

SPDR Small Ordinaries Fund SSO 14.6 na na na

SPDR MSCI Australia Select High Yield Fund SYI 9.5 (0.3) na na

Templeton Global Growth Fund Limited TGG 9.6 (2.9) 3.9 na

Vanguard Australian Shares Index ETF VAS 8.4 (6.6) na na

Vanguard Australian Property Securities Index ETF VAP 7.0 1.3 na na

Vanguard All-World ex-US Share Index ETF VEU 9.2 (5.5) na na

Vanguard US Total Market Shares Index ETF VTS 10.2 6.1 na na

WAM Active Limited WAA 4.4 1.3 14.0 na

WAM Capital Limited WAM 7.0 (0.6) 18.6 2.0

WAM Research Limited WAX 9.8 0.7 13.8 (2.7)

Westoz Investment Company WIC 18.5 (7.4) na na

White�eld Limited WHF 10.0 (4.1) 10.0 (5.9)

Source: LMIs/Independent Investment Research
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Figure 3. Premium/Discount to pre-tax NTA as at 31 March 2012

ASX  
Code

Premium/(Discount) 
 (%)

Aberdeen Leaders Fund ALR (1.8)

AFIC Limited AFI (7.7)

Amcil Limited AMH (12.2)

Argo Limited ARG (9.3)

Australian Leaders Fund Limited ALF (10.3)

Australian United Investment Company Limited AUI (11.7)

BKI Investment Company Limited BKI (13.9)

Clime Capital Limited CAM (18.7)

Contango MicroCap Limited CTN (22.0)

Diversi�ed United Investment Limited DUI (12.1)

Djerriwarrh Investments Limited DJW 11.5

Global Mining Investments GMI (23.8)

Hyperion Flagship Investments Limited HIP (13.1)

Milton Corporation Limited MLT (10.5)

Mirrabooka Investments Limited MIR (8.5)

Premium Investors Limited PRV (27.2)

SPDR S&P/ASX 50 Fund SFY 0.3

SPDR S&P/ASX 200 Fund STW 0.2

SPDR S&P/ASX 200 Listed Property Fund SLF 0.5

SPDR S&P/ASX 200 Financial Ex-A-REIT Fund OZF 0.5

SPDR S&P/ASX 200 Resource Fund OZR 0.3

SPDR Small Ordinaries Fund SSO 0.1

SPDR MSCI Australia Select High Yield Fund SYI 0.0

Templeton Global Growth Fund Limited TGG (22.5)

Vanguard Australian Shares Index ETF VAS 0.2

Vanguard Australian Property Securities Index ETF VAP 0.5

Vanguard US Total Market Shares Index ETF VTS 0.0

Vanguard All-World ex-US Shares Index ETF VEU (0.4)

WAM Active Limited WAA (1.8)

WAM Capital Limited WAM (1.6)

WAM Research Limited WAX (13.2)

Westoz Investment Company WIC (34.3)

White�eld Limited WHF (12.6)

Source: LMIs/Independent Investment Research

Figure 4. Change in Premium/Discount to pre-tax NTA/NAV
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Rating

LMI Type

Listed investment company

Investment Area

Australia

Investment Assets

Listed companies and other

Investment Sectors

Diversi!ed

Key Investment Information

Price as at 29 May 2012 $1.17

Market cap ($M) 498.1

Shares on issue (M) 427.5

Shares traded ($M p.a) 45.8

12-month L/H ($) 1.04/1.25

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. (%) 7.67 2.34

TE (%) 5.09 4.02

Benchmark returns are purely pre-tax, whereas LIC 

returns incorporate realised capital gains tax and 

therefore understate portfolio performance to a 

degree.

Dividend Yield %

FY09 5.81ff

FY10  5.31ff

FY11 5.21ff

Substantial  Shareholders %

Washington H Soul Pattinson & 
Company Limited

13.6

      As at 31 March 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 suf!cient earnings growth and be 

valued attractively. If the potential investment passes the above !lters, 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 55% of the portfolio invested in the top 50 stocks as at 31 March 

2012. This is to be 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.

INDEPENDENT INVESTMENT RESEARCH COMMENTS

BKI offers investors cost-effective access to a portfolio of ASX-listed securities. The portfolio 

(pre-tax NTA plus dividends) increased 6.4% over the March quarter, underperforming the 

benchmark index (S&P/ASX 300 Acc. Index) by 2.2%. We note that BKI’s largest investment 

(NHC) is an operating subsidiary of the company’s largest shareholder, who is also the 

previous manager of the portfolio. The company was trading at a discount to pre-tax NTA of 

13.9% over the March quarter.

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 

shareholders in the form of fully franked dividends. Target payout ratio of 90%-95% of 

operating pro!ts.

  Capital management policy – BKI regularly reviews the capital structure. BKI has 

conducted SPP’s and Renounceable Rights Issues in the past. No share buyback in place.

  LIC tax concessions – Yes

  DRP available – Yes

BKI’S PORTFOLIO (TOP 10) WEIGHTING 

Code Portfolio

(%)

S&P/ASX 300 Index

(%)

NHC 13.2 na

CBA 8.1 6.9

BHP 8.1 9.6

NAB 8.1 4.8

WBC 5.4 5.8

CPB 4.4 0.4

TLS 4.1 3.5

WES 3.9 2.6

WOW 3.3 2.7

AGK 2.9 0.6

61.5 36.9

Source all !gures:  BKI/Independent Investment Research/IRESS.  

All data as at 31 March 2012 unless otherwise speci!ed

Asset Weighting

Aust. 

Equities 

94.2% 

Cash 

4.2% 
Other 

1.6% 

Size Weighting

ASX Top 

50

55.1%

ASX 50-

100

16.4%

ASX 

100-300

6.4%

ASX 

Micro

16.3%

Cash

4.2%
Other

1.6%

SECTOR BREAKDOWN

Sector %

Energy 15.9

Materials 10.4

Industrials 9.1

Consumer Discretionary 5.2

Consumer Staples 11.5

Healthcare 1.1

Financials (ex Property) 36.5

Property 0.4

Information Technology 0.0

Telecommunication Services 6.0

Utilities 4.0

KEY POSITIVE CONTRIBUTORS

  Campbell Brothers

  Rio Tinto

  BHP Billiton

KEY NEGATIVE CONTRIBUTORS

  New Hope Coal

  AGL Energy

  National Australia Bank

NTA  & Share Price Performance
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