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INVESTMENT PERFORMANCE
TO 31 DECEMBER 2008
The Australian share market produced its weakest quarterly return since inception of the benchmark, declining 18.5% in the December quarter.  The December quarter was the fifth consecutive quarter of negative returns.  A rapid slowing in global economic activity, contracting US employment figures, falling commodities prices and equity issuance to repair corporate balance sheets were all prominent themes during the quarter.

For the year the Australian share market has fallen 38.9%, the worst calendar year return in history.  Since its peak on 1 November 2007, the market has fallen 42.9%.

International Equities fell sharply over the quarter, declining 11.3% (on an Australian dollar basis).  All significant markets fell in the December quarter, with the US falling 22.4%, Europe by 22.8% and Japan by 9.0%.

The listed property trust sector endured another very difficult quarter, declining 33.2%.  In 2008, 17 of the 28 trusts in the sector lost more than 75% of their value.

The fixed interest sector produced a strong return of 6.3% for the quarter, with bond yields falling sharply on the back of the Reserve Bank of Australia’s interest rate cut.

The Reserve Bank of Australia cut interest rates by 2.75% to 4.25% over the quarter, the largest quarterly cut since the present system of cash rate targeting began in 1990.

The timing of the recovery of investment markets remains difficult to predict, however, historically markets have acted as a leading indicator of economic health and have generally bounced back sharply.  While economic growth is anticipated to slow on a global scale, it is expected that investment markets will begin to recover prior to economic growth rates.  A recovery may centre on how much bad news has already been priced into valuations, the extent of any over-reaction and a shift in mentality from news being interpreted in a negative light to news being interpreted as a signal of some economic recovery.



HOW DOES THE FUND COMPARE?

The Fund continues to deliver competitive investment returns for accumulation and pension members, with its investment performance performing better than the market average¹ of growth managers to 31 December 2008.

	
	Fund
	Median

Manager
	Upper

Quartile
	Lower

Quartile

	3 months
	  -9.08%
	-11.17%
	  -9.35%
	-12.78%

	6 months
	-11.15%
	-14.46%
	-11.52%
	-16.55%

	1 year
	-16.55%
	-21.97%
	-18.13%
	-25.50%

	2 years
	  -4.73%
	  -8.82%
	  -5.62%
	-11.19%

	3 years
	   1.58%
	  -1.40%
	   0.29%
	  -3.51%


¹ Returns are after tax and fees

MEMBER INVESTMENT CHOICE

Accumulation (Active / Non-Pension) Members

For accumulation members who have elected to move out of the ‘smoothed” option, the crediting rates for the various options to 31 December 2008 are as follows:

	
	3 months
	6 months
	1 year

	Aust. Shares
	-15.01%
	-21.31%
	-34.51%

	Cash
	   1.31%
	   2.89%
	   5.99%

	Capital Stable
	  -5.73%
	  -6.67%
	-11.81%

	Growth
	-10.02%
	-10.82%
	-20.07%

	Shares (50/50)
	-12.69%
	-15.59%
	-28.54%

	SRI
	-20.49%
	-24.48%
	-42.83%


Pensioners
For pension members who have elected to move out of the ‘smoothed” option, the crediting rates for the various options to 31 December 2008 are as follows:

	
	3 months
	6 months
	1 year

	Aust. Shares
	-15.92%
	-22.57%
	-36.34%

	Cash
	   1.55%
	   3.42%
	   7.13%

	Capital Stable
	  -6.14%
	  -6.97%
	-12.37%

	Growth
	-11.23%
	-11.94%
	-22.14%

	Shares (50/50)
	-14.02%
	-17.04%
	-31.16%

	SRI
	-21.73%
	-25.93%
	-44.97%


INTERIM CREDITING RATES
For members who leave the Fund the Board sets an “interim” crediting rate to calculate benefit payments.  The Board has accepted the Actuary’s recommendation and set the “interim” crediting rate for the “smoothed” option at -23.2%pa for active / non-pension members and -25.8%pa for pensioners from 16 February 2009.

Please note that this rate only affects members intending to withdraw all their money from the Fund.

For all other investment options the interest credited will be the actual earning rate of the relevant investment option, net of tax and fees.

INTERNET ACCESS
The Board is finalising the set up of a secure internet online service giving members access to member information around the clock.

Initially, members will be able to do the following online:

· Check your account balance;

· Check your membership details and update your contact details; and

· Review your current investment strategy.

Further information on the above will be provided to members shortly.

BENEFICIARY NOMINATION

Have you reviewed your beneficiary arrangements lately?  Are they still current?  If not, please contact the Superannuation Office, or access our website at www.fessuper.com.au to download the appropriate form.
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Fund Secretary
