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Stimulating the sharemarket

Since October 2008 the Rudd Government has announced numerous fiscal stimulus measures
totalling more than $50 billion. These measures coincide with historically low interest rates with the

Reserve Bank of Australia lowering interest rates by 4.25 per cent in the last eight months to 3 per
cent.

The Government’s strategies have been put in place to extend credit to struggling industries, safeguard

jobs, encourage consumer spending and foster long-term economic growth. Major initiatives to date
include:

* The National Building - Economic Stimulus Plan will inject $42 billion into the Australian economy

over the next four years. The package includes cash handouts, community infrastructure and social
housing.

* In October 2008 the Government introduced the bank deposit and wholesale term funding
guarantee to restore confidence in the financial system.

* In December 2008 the Government gave handouts worth $10b to ‘mums and dads’ to stimulate
retail spending.

* In an effort to keep construction projects afloat and safeguard jobs, the Government has proposed
an Australian Business Investment Partnership (or RuddBank as it is affectionately known) be set
up to provide debt funding for commercial property with financially viable underlying assets and
income streams.

The fiscal injections will push the budget into deficit for the first time since 2001-02. Treasury is
forecasting a budget deficit of $35.5 billion next financial year with large deficits projected until
2011-12. While at face value next year’s deficit figure appears large, at 2.9 per cent of GDP, it is much
smaller than previous deficits and those of other advanced economies.

Australia versus the world - budget deficit as proportion of GDP
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Source: www.economicstimulusplan.gov.au/theplan.htm
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The Government says the temporary deficit is necessary to provide for future jobs and economic growth.
The latest stimulus package aims to add 0.5 per cent to GDP in the current financial year and 0.75 per
cent to one per cent in 2009-10. The consensus economic view is that the economy will grow by 0.75
per cent in 2009-10 after shrinking by 0.5 per cent in 2009.

The International Monetary Fund (IMF) says that while the global downturn could be long and severe,
strong policy action, particularly expansionary fiscal policy could help accelerate and strengthen the
recovery. In fact, the synchronised fiscal and monetary stimulus policies from around the world are the
key differentiating factors between the current economic downturn and the Great Depression, which
the current global financial crisis is often compared to.

The pain before the gain

The IMF is expecting a contraction of negative 1.3 per cent this year in the world economy and a
negative 3.8 per cent for the developed economies.

Economists are eagerly awaiting release of March quarter GDP data to confirm whether Australia has
joined the US, Japan, UK, Germany, France, Italy and a number of other economies in recession. While
not in recession, economic growth in Australia’s largest trading partner, China, has halved in just over
12 months to 6.1 per cent.

Despite the contraction in Australian economic growth, the local economy is fairing better than its major
trading partners. RBA Governor Glenn Stevens said the combination of stimulatory fiscal

initiatives, lower interest rates, weaker Australian dollar and a more robust financial system puts
Australia in a better position to ride out the international difficulties than many countries.

While the local economy isn’t out of the woods yet and there is likely to be more pain to come
particularly on the employment front, it’s important to remember that historically the sharemarket
recovers well before the economy.

History shows that “sharp falls in the sharemarket are often followed by extreme rebounds”, states
Morningstar. As we commented in our November 2008 edition of FUNDamentals ‘When patience is a
virtue’, it takes on average 41 months to make a new high after a low, with the percentage gain in the
first 12 months after the low (on average) 32 per cent. Source: AMP Capital Investors

Has the sharemarket reached a bottom?

In March the Australian sharemarket delivered its first positive monthly return since August last year
(with the S&P/ASX 300 Index rising 8.1 per cent) posting its strongest rally since November 2007 and
largest monthly rise in nine years.
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The US Government’s decision to inject capital into a number of financial institutions to assist with their
toxic loans and the G20’s agreement to inject US $1.5 trillion into the world economy were viewed as
positives by the market, sparking a rally in both US and local stocks. Other positive signs include

rising US consumer spending, local business investment, global manufacturing and Australian housing
finance approvals.

With more positive sentiment returning to the sharemarket, many pundits are asking whether we’ve
reached the bottom. Unfortunately, the only way you will know the answer to this question is when
you’ve missed it.

The Lincoln Australian Share Fund continues to target fundamentally superior, financially health
businesses offering real value. Once again, the Fund has delivered top quartile performance and

maintained its five star Morningstar rating as at 31 March 2009. Our 3 year returns are -1.57% p.a.,
representing outperformance of 5.80% p.a. over the S&P/ASX 300 Accumulation Index benchmark.

Like to know more?

To find out more about the Lincoln Australian Share Fund and investment approach please call our
Managed Investments Team on 1300 676 332.
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Important information. This information is issued by Lincoln Indicators Pty Ltd.

Investment Manager: Lincoln Indicators Pty Ltd (Lincoln) ACN 006 715 573, AFSL 237740. Responsible Entity of the Fund: Equity Trustees Limited ABN
46 004 031 298, AFSL 240975. All figures, information and illustrations are as at 28 April 2009 unless stated otherwise. Portfolio holdings and sector
allocations are subject to change without notice. This communication contains general information only. It has been prepared without taking into account
the objectives, financial situation or needs of any individual investor. As a result, you should consider its appropriateness in regard to your particular
objectives, financial situation and needs. You should also consider obtaining your own independent advice before making any financial decisions. It should
be read in conjunction with the Product Disclosure Statement (PDS) of the Lincoln Australian Share Fund; which can be obtained by contacting Lincoln
on 1300 676 332, or via our website www.lincolnindicators.com.au. You should read and consider the PDS before making any decision about whether
to acquire or continue to hold the product. Applications to aquire units can only be made on an Application Form attached to a current PDS. Lincoln, its
employees and/or associates may hold interests in companies listed in this communication. This position may change at any time without notice.

Investments go up and down. Past performance is not a reliable indicator of future performance. Lincoln, as Investment Manager, will be remunerated
based on funds invested. You should read and consider our Financial Services Guide, available by contacting Lincoln on 1300 676 332 or via our
website www.lincolnindicators.com.au, which sets out key information about the services we provide. Neither Lincoln, Equity Trustees Limited, or their
directors, employees or agents provide any guarantee, representation or warranty as to the reliability, accuracy or completeness of the information in
this document; and do not accept any responsibility or liability arising in any way (including by reason of negligence) for errors in, or omissions from,
this document. This disclaimer does not purport to exclude any warranties implied by law which may not be lawfully excluded. Neither Lincoln, Equity
Trustees Limited, or their directors, employees or agents guarantees the performance of, or the repayment of capital or income invested in the Fund.
© Morningstar Research Pty Ltd ABN 83 062 096 342, AFSL 243161. All rights reserved. To the extent that any of the content above constitutes advice,
it is general advice that has been prepared by Morningstar, without reference to your objectives, financial situation or needs. Before acting on any advice,
you should consider the appropriateness of the advice and we recommend you obtain fi nancial, legal and taxation advice before making any financial
investment decision. If applicable, investors should obtain the relevant product disclosure statement and consider it before making any decision to invest.
Please refer to our Financial Services Guide (FSG) for more information at www.morningstar.com.au/fsg.asp.
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