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MFF advises that its approximate monthly NTA per share as at 30 January 2015 was $1.931 pre-tax
($1.427 pre-tax as at 30 June 2014) and $1.660 post-tax. Although tax liabilities are almost entirely
deferred liabilities, investors should not ignore the probability of future realisations which may incur
significant realised tax liabilities. If MFF makes sales at gains compared with costs (which are
considerably lower than current market prices for all of our material shareholdings), deferred tax
provisions become realised tax liabilities. Investors should also adjust for the expected dilution from the
exercise of the MFF 2017 options (exercise price $1.05). If all of the MFF 2017 options had been
exercised on 31 December 2014 the pre-tax NTA would have been reduced by approximately 19.9 cents
per share (and the approximate post tax figure by approximately 13.8 cents per share). All figures in
this release are unaudited and approximate.
For the first time in many quarters, the results released by our portfolio companies in January fell short
of market expectations, on average. Hence prices for a number of MFF portfolio companies fell in
underlying currencies during the month, with limited exceptions (the negative impact on MFF’s NTA was
disguised by the further fall in the AUD). In one or two cases, recent events raise more questions about
the sustainability of their competitive positions and growth options, although generally the market
disappointment reflected investors having to reduce expectations. Two examples are broader realisation
of the negative impact on reported earnings for USD denominated multinationals from recent currency
moves, and investors are pushing back forecasts for “normalisation” of interest rates which would be
expected to increase earnings for banks.
MFF’s larger positions continue to have better business results than smaller positions. Portfolio changes
were again modest in January. Sustained low interest rates continue to underpin asset markets, and
some economic activity, but we remain cautious about being exposed to weaker businesses, in case
business conditions weaken more materially than expected. We remain cautious about market
assumptions for future levels of profitability and growth, although assumptions have been falling
steadily for the last 12 months, and “muddle through” remains more probable (central case
assumption).
Net borrowings as a percentage of investment assets as at 30 January 2015 were approximately 6.4%.
The AUD gross borrowing figure was approximately A$49.3 million as at 30 January 2015 compared
with A$98.2 million as at 30 June 2014. Cash balances were reduced to approximately 2.9% of
investment assets at month end with the majority of holdings in USD and a small amount in GBP.
During the month cash was deployed into investments as well as returned to reduce AUD borrowings
and to pay expenses.
Key currency rates for AUD as at 30 January 2015 were 0.779 (USD), 0.690 (EUR) and 0.519 (GBP)
compared with rates at 31 December 2014 which were 0.818 (USD), 0.676 (EUR) and 0.525 (GBP).
Yours faithfully,

Chris Mackay
Portfolio Manager
02 February 2015

Important note

Magellan Flagship Fund Limited ABN 59 108 437 592 (MFF) has prepared the information in this document. This
document has been prepared for the purpose of providing general information only, without taking account of any
particular investor’s objectives, financial situation or needs. It is not an offer or invitation for subscription or
purchase, or a recommendation of any financial product and is not intended to be relied upon by investors in making
an investment decision. Past performance is not a reliable indicator of future performance. To the extent any general
financial product advice is provided in this document, it is provided by MFF as a corporate authorised representative
of Magellan Asset Management Limited ABN 31 120 593 946 AFSL 304 301. An investor, before acting on anything
that he or she construes as advice, should consider the appropriateness of such construction and advice having
regard to their objectives, financial situation or needs.

