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Half yearly
investor report

Magellan Global fund

Investment Manager’s Report

31 deceMbeR 2009

Dear Investor

I am delighted to write to you as an investor in the Magellan Global Fund.

For the 6 months to 31 December 2009 the net Fund return was 12.34%, which exceeded the market 
benchmark by 2.47%. Since inception of the Fund on 1 July 2007, the net fund return has been -0.44% 
which has exceeded the market benchmark by 26.95%. Whilst we are satisfied that the Global Fund has 
preserved investors’ capital during this extremely difficult period, we are mindful that the absolute return 
remains below our objective of delivering above our target 9% per annum over the medium to long term. 
We remain confident that over time our investment strategy is likely to deliver satisfactory investment 
returns whilst minimising the risk of a permanent capital loss.

It is important for investors to appreciate that we are in the business of “investment” and not “speculation”.  
To be in the business of “investment” is to have a mindset that you are buying an entitlement to a share of 
the cash flows that a business will produce over time. Our investment horizon is the medium to long term, 
as it is only over this time frame that an investor can share in the cash flow generation of a business. 
Conversely, “speculation”involves trading in anticipation that a share price will move upwards or 
downwards over a short time horizon, typically less than 12 months. A speculator’s portfolio will typically 
have high turnover whereas an investor’s portfolio should exhibit relatively low turnover as individual 
investments will usually be held for the medium to long term. 

In the 2008 annual investor letter I quoted John Bogle, founder of The Vanguard Group, who said in a 
speech to a conference of Financial Planners:

“Investing to me, is all about the long-term ownership of businesses, focused on the gradual accretion 
in intrinsic value that is derived from the ability of our corporations to produce the goods and services 
that our consumers and savers demand, to compete effectively, to thrive on the entrepreneurship, and to 
capitalise on change, adding value to our society…”

“Speculation is just the opposite. It represents the short term, not long term, holding of financial 
instruments, not businesses, focused (usually) on the belief that their prices, as distinct from their 
intrinsic values, will rise.”

When making an investment decision we are assessing how much free cash flow a business is likely to 
generate over time. We then discount these cash flows, at an appropriate discount rate, to determine the 
present value of those cashflows. This represents our estimate of the intrinsic value of the business.  We 
then seek to make investments when we believe that the share is trading at a discount to our assessment 
of the business’s intrinsic value. We do not make decisions on the basis of where a company’s share price 
will move over the short term. I am reminded of the words of Warren Buffett when he wrote: “I never 
attempt to make money on the stock market. I buy on the assumption that they could close the market 
the next day and not reopen it for five years.”

As an investor in the Global Fund you should be aware that we will not be overly concerned if we underperform 
some short term performance benchmark. Given our approach outlined above, the probability of this 
occurring is a near certainty. We simply will not make investment decisions designed to outperform the 
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market on a short term basis. All our investments will be made strictly in accordance with our investment 
philosophy and with our objectives of delivering very satisfactory investments returns (i.e. a target above 
9% per annum) over the medium to long term whist minimising the risk of a permanent capital loss. 

We firmly believe that if we are approximately correct as to how much free cash flow a business will 
generate over time, and we make an investment in the business at an appropriate discount to our 
assessment of intrinsic value, then it is likely that over time the investment will generate a satisfactory 
investment return. 

Whilst the investment process appears straightforward; in our view it is very difficult (if not impossible) to 
accurately estimate the free cash flow that many businesses will generate over time. The reality is that 
there is a wide range of potential outcomes for many businesses and therefore it is difficult to accurately 
estimate their intrinsic values.  There are many variables that come into play when you are trying to 
forecast the future, for example changes in market share, selling prices, input prices, the potential for 
emergence of new competitors, the potential for emergence of new technologies or products etc.  I am 
reminded of the advice of Thomas Rowe Price: “No one can see ahead three years, let alone five or ten. 
Competition, new inventions – all kinds of things – can change the situation in twelve months.” 

The core of our investment philosophy is to invest in outstanding businesses that have very attractive 
underlying business economics which are protected by sustainable long term competitive advantages, 
or in Buffett’s words an “economic moat”. We believe that it is easier to assess the intrinsic value for 
outstanding businesses as they are more resilient to change and their future cash flows tend to be more 
predictable. In our view, investing in outstanding businesses at appropriate prices is lower risk and will 
produce more certain investment returns over time than many other investment approaches.  In our view 
the light really went on for Warren Buffett (with guidance from Charlie Munger, his business partner) and 
Phil Fisher, author of Common Stock and Uncommon Profits (1958) and Conservative Investors Sleep 
Well (1975)), when he determined “It’s far better to buy a wonderful company at a fair price than a fair 
company at a wonderful price.” 

We consider each of the key investments in our portfolio to be outstanding companies with strong 
competitive advantages which will protect their fundamental business economics for many years to 
come.

Portfolio Summary

magellan Global fund - as at 31 December 2009
eBay 7.93% Macquarie Infrastructure Group 4.60%

McDonald’s 6.69% PepsiCo 4.56%

Yum! Brands 6.65% Coca-Cola 4.50%

Procter & Gamble 6.52% Tesco 4.18%

Wells Fargo 6.05% Wal-Mart 3.90%

Nestlé 5.52% Google Inc 3.87%

US Bancorp 5.16% Other 16.31%

Kraft Foods 4.85% Cash 4.01%

American Express 4.71% total 100%
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As at 31 December 2009 the Global Fund’s portfolio consisted of 23 investments (in comparison with 25 
investments at 30 June 2009) and over the same period we decreased our cash weighting from 12.67% to 
4.01%. The top 10 investments represented 58.67% of the portfolio at 31 December 2009 compared with 
58.36% at 30 June 2009. 

The continued decrease in cash weighting from 12.67% to 4.01% is consistent with our view that the risk 
of financial Armageddon has passed and it is an attractive time to be investing in a carefully selected 
portfolio of stocks. We continue to believe that the Global Fund’s portfolio of investments is well placed 
to deliver very satisfactory investment returns over the next 3 to 5 years whilst minimising the risk of a 
permanent capital loss. 

The major changes to the Fund’s portfolio during the six months from 30 June 2009 have been:
the introduction of three new investments (including the investment in Kraft);• 
an increase in weighting towards selected infrastructure stocks – most notably the holding in • 
Macquarie Infrastructure Group;
an increase in the weighting in Wells Fargo; and • 
a reduction in the holding in Reckitt Benckiser.• 

As part of our constant appraisal of the relative attractiveness of available investment opportunities, 
we have continued to improve the quality of our portfolio over the past six months (particularly with the 
sales of the positions in Lloyds Banking Group and Nutrisystem) and we are currently very comfortable 
with the entire portfolio.  I normally detail investment mistakes that I feel I have made over the period. 
Fortunately, and possibly due to the more benign market conditions, I am happy to report that there are 
no glaring faults to report over the past six months. There are, of course, things I could have done better 
over the past six months, like maintaining the weightings in both American Express and Google as their 
share prices rose. Unfortunately, it is a virtual certainty that I will make mistakes in the future, and there 
could well be mistakes in the current portfolio of which I am unaware. When I become aware of any errors 
of judgement I will continue to candidly report these to you.

We continue to hold approximately 50% of the Fund’s portfolio in multinational consumer franchises that 
generate at least 20-25% of their sales revenue from emerging markets and have a very low exposure 
to cyclical, or consumer discretionary, businesses. We remain cautious about the outlook for economic 
growth in the major developed economies over the next 5-10 years and we strongly believe that these 
companies are well positioned to prosper, almost irrespective of the growth outlook for the developed 
world. In our view these companies are very well positioned to benefit from ongoing urbanisation and the 
very substantial growth in the middle class in the major emerging markets over the next 10, 15 and 30 
years.

The portfolio remains highly concentrated towards the four key investment themes on which we are 
focused:

Investing in leading multi-national, non-discretionary consumer franchises which are likely to • 
exhibit mildly accelerating growth over the medium to longer term due to their ability to capture 
growth from urbanisation and the strongly growing middle class in the emerging markets – key 
investments include McDonald’s, Yum! Brands, Procter & Gamble, Nestle, Pepsico, Kraft Foods 
and Coca-Cola.
Investing in companies which exhibit strong “network economics”- key investments include eBay, • 
American Express and Google.
Investing in leading,  retail-focused banking institutions that exhibit significant capital strength • 
which are likely to emerge from the financial crisis with even stronger market positions and 
profitability – key investments include Wells Fargo and US Bancorp.
Investing in the low cost, market leading, mass market, non-discretionary retailers – key investments • 
include Wal-Mart and Tesco.
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Investors may be interested in the rationale for investing in Macquarie Infrastructure Group (“MIG”) as 
it does not neatly fit with the investment themes outlined above. Firstly, and importantly, infrastructure 
is clearly within our investment team’s “circle of competence”. We have an outstanding infrastructure 
investment team lead by Gerald Stack and Dennis Eagar. Secondly, we view MIG as a highly attractive and 
undervalued investment opportunity. MIG is currently in the process of undertaking a demerger to split 
into two separately listed infrastructure companies – Intoll and Macquarie Atlas Roads. The Global Fund 
is particularly attracted to Intoll as it will own two highly attractive toll road assets: 25% of the M7 toll road 
in Sydney; and 30% of the 407 ETR toll road in Toronto, Canada. In the view of our infrastructure team, the 
407 ETR toll road is probably the most attractive infrastructure asset in the world and  Intoll’s equity stake 
will represent 80-90% of the intrinsic value of Intoll. The 407 ETR toll road concession agreement gives 
the concessionaire the right to increase tolls at their sole discretion for the duration of the remaining 89 
years of the concession). This truly is a unique asset which effectively exhibits the pricing power of an 
unregulated monopoly as it is only subject to competition from a highly congested freeway. Importantly, 
post the demerger Intoll will be internally managed and relatively conservatively financed for the nature 
of the assets. Macquarie Atlas Roads is more complicated and holds less attractive assets, however at the 
Global Fund’s entry price into MIG we do not believe that we paid any value for this investment.

market commentary

There continues to be considerable debate on the shape of the economic recovery in the major economies 
around the world. In our view, the factual situation is different in many economies and it is difficult 
to generalise of how a “global recovery” is likely to unfold.  We continue to believe that the economic 
background surrounding the current situation in many developed economies is very different to past 
recessions (particularly the level of household debt) and hence the duration of the ultimate recovery is 
likely to be longer than in the past. 

A recent paper by The McKinsey Global Institute titled Debt and deleveraging: The global credit crisis and 
its economic consequences (January 2010) concluded:

“We find that leverage remains very high in at least ten sectors of five major economies – Canada, Spain, 
South Korea, the United States, and the United Kingdom. While we cannot say for certain whether these 
sectors will deleverage, we do know that nearly every significant financial crisis in the post-World War II 
period was followed by a lengthy and painful period of deleveraging. These episodes lasted on average 
six to seven years, with total debt as a percentage of GDP declining by roughly 25%. GDP contracted in 
the initial years of deleveraging but rebounded in the later years. If history is a guide, therefore, we would 
expect a significant period of deleveraging to come, which will dampen GDP growth.”

The McKinsey paper also concluded that the deleveraging process may start later and take longer than 
historical situations would suggest. They comment:

“Most of the past episodes involved one economy or a few relatively small economies following a national 
or regional crisis. Today, however, the crisis is global in scale, affecting the world’s biggest economies, 
many of which are still in recession or experiencing very tepid growth. It is difficult to see how all the 
affected economies could simultaneously deleverage by boosting net exports, as many have done in the 
past.”

“Moreover, rising government debt may delay the start of deleveraging. Government debt is projected to 
increase sharply in Spain, the United Kingdom, and the United States. This could more than offset any 
deleveraging by the private sector, and thus delay the point at which an entire economy’s debt to GDP 
declines.”
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In our view, over the next 12 months the United States, and a number of other major developed 
economies, are likely to report accelerating economic growth which will lead many to the conclusion 
that the United States and other companies are experiencing a typical “V” shaped economic recovery and 
that the “deleveraging story” is a myth in economists’ imaginations. We remain very cautious around the 
sustainability of a strong recovery in the United States as the recovery is likely to be largely supported by 
the continued massive fiscal and monetary stimulus being injected into the economy. 

We regularly review the state of the US Federal Reserve’s Balance sheet to ascertain the extent of 
quantitative easing and whether the resultant increase in the money supply has found its way into the 
economy.  Of particular interest is the size of the Federal Reserve’s Balance Sheet which has grown from 
around US$940 billion in August 2008 to around US$2.275 trillion in January 2010. Also reserves balances 
(or deposits) held with the Federal Reserve from US banks have increased from US$11 billion to US$994 
billion over the same period. The increase in the size of the Federal Reserve’s balance sheet largely 
reflects the purchase of US treasuries and mortgage backed securities under the quantitative easing 
program. It is particularly noteworthy that the increase in the money supply from the quantitative easing 
program has largely been put on deposit with the Federal Reserve. As the economy starts to pick up it 
is likely that banks will start to withdraw these reserve balances and inject the money into the economy 
via the extension of credit. It is interesting that over the last month the reserve balances actually fell by 
around US$130 billion, which is the first time they have fallen since the Federal Reserve commenced 
its quantitative easing program. In our view the most probable outcome is that the US economy will 
accelerate in the short term as this money finds its way into the economy. In fact, given the quantum of the 
reserve balances it is possible that the US economy could actually accelerate faster than current near-
term economic forecasts predict.

It is highly likely if the US economy starts to pick up this stimulus will need to be withdrawn.  In our view 
when the Federal Reserve commences its “exit strategy” both short term and long term interest rates will 
be pushed up which will act to slow an economic recovery.  We continue to believe that it is likely (although 
not certain) that highly leveraged economies (like the US and the UK) which have been severely impacted 
by the financial crisis will deleverage, resulting in subdued economic growth for an extended period of 
time. We hold this view notwithstanding the likelihood that economic growth will accelerate over the next 
12 months.

Although we remain cautious about the economic outlook we remain of the view that it is an excellent time 
to be investing in a portfolio of carefully selected companies. We believe that the Global Fund portfolio is 
well placed to prosper if deleveraging takes hold in a number of major economies and will do somewhat 
better if it does not occur.

Interestingly, we have a more positive outlook for Australia over the short to medium term as we do not 
believe that the financial crisis had a severe enough impact on the economy, and on household psychology, 
to cause deleveraging at this stage. Nor has the Reserve Bank engaged in quantitative easing which will 
need to be reversed. We do note however, that the Australian consumer is also highly leveraged and at 
some point in the future this leverage will need to reduce.

key Stock in focuS

WellS farGo

Wells Fargo has the United State’s leading bank distribution network serving one in three US households 
through more than 6,650 branches across 39 states and 12,350 ATMs.  The bank also has America’s 
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second largest deposit base, with around $800 billion in deposits.  Wells Fargo was founded in 1852 in 
San Francisco to support businesses in the California gold rush.  Wells Fargo has undergone two large 
transformations in recent history.  The merger with Norwest in 1998 deepened and expanded the bank’s 
franchise across the West and Midwestern United States, as well as greatly strengthening Wells Fargo’s 
consumer-oriented sales culture.  The recent acquisition of Wachovia brings Wells Fargo a very strong 
retail bank franchise in East and South Eastern United States as well as national capital markets and 
wealth management businesses.

One of the significant attractions of Wells Fargo is the diversity of its revenue streams, with over 80+ 
businesses within the banking and financial services spectrum.  Further, Wells Fargo has leading market 
shares in higher-growth states and leading product positions.  It has the #1 deposit market share in 
44% of the 39 states in which it operates and a top 3 deposit share in 93% of those 39 states.  It is also 
a leader in a number of areas including; the largest number of mortgage stores (2,200) in America; the 
largest mortgage producer; the leading lender to small business; largest bank-owned insurance broker.  
Wells Fargo is the number 2 bank in the following businesses; deposits; issuer of debit cards; full-service 
brokerage provider; family wealth provider.

The leading franchise positions of many of its businesses provide Wells Fargo with its economic moat.  In 
particular, Wells Fargo’s success in cross-selling products to both its retail and corporate customers help 
to enmesh customers within its well-regarded product offering, providing a steady stream of recurring 
revenues.  For example, Wells Fargo’s retail household customers own 6 products, on average, compared 
to an average of 2 products for most financial institutions.  Wells Fargo’s very strong deposit franchise 
also provides it with access to low cost funding, which help support its margins and provide resilience in 
adverse funding markets.

The financial strength of Wells Fargo has been reinforced by capital raisings of $33bn since November 
2008 and the full redemption of preferred shares (“TARP”) mandatorily issued to the US Treasury.  Risks 
from credit losses remain, with losses anticipated to continue to increase as the recession and high levels 
of unemployment result in higher loan defaults. However, the stability of Wells Fargo’s diverse revenue 
streams is expected to cover likely losses as well as contribute to capital strength.

Historically, Wells Fargo has achieved 15% compound annual growth in pre-tax pre-provision earnings 
in the 10 years to 2008, along with consistent 15% dividend growth since 1989 until 2008.  Wells Fargo’s 5 

Wells Fargo - Diversified Fee Generation
(9 mths to 30 Sep. 2009)

Trust & 
investment fees, 

23%

Mortgage 
servicing, 17%

Service 
charges, 14%

Mortgage sales, 
11%

Other non-
interest income, 

10%
Operating 
leases, 2%

Loan fees, 4%

Insurance, 4%

Trading, 6%

Card fees, 9%
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year average return on equity has been 18%, compared to the peer average of 13%. Management expects 
the Wachovia acquisition to provide a return on invested capital of greater than 20%.

Wells Fargo is the leading retail and small business oriented bank in the United States. It has superior 
positions in higher growth states.  The diversity and security of its revenue streams, together with the 
integration of Wachovia and normalization of credit losses, will continue to provide GDP+ earnings 
growth.

Yours sincerely

Hamish Douglass
Portfolio Manager
Magellan Global Fund
January 2010
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Important Information:  Units in the Magellan Global Fund are issued by Magellan Asset Management Limited (AbN 31 120 593 946, AFS Licence No 304 301).  This material 
has been provided for general information purposes and must not be construed as investment advice.  This material has been prepared without taking into account the 
investment objectives, financial situation or particular needs of any particular person. Investors should consider obtaining professional investment advice tailored to their 
specific circumstances prior to making any investment decisions and should read the relevant Product disclosure Statement (PdS) available at www.magellangroup.com.
au or by calling 02 8114 1888.

Tel:      +61 2 8114 1888
Fax:     +61 2 8114 1800
Email:  info@magellangroup.com.au
Web:   www.magellangroup.com.au

Contact Details:
magellan asset management limited AbN 31 120 593 946
Level 7, 1 Castlereagh Street, Sydney, NSW 2000 AUSTRALIA
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Dear Investor,

I am pleased to write to you as an investor in the Magellan Infrastructure Fund (the ‘Fund’).

For the six month period ended 31 December 2009, the Fund showed a positive return of 24.5%.  This was 8.9% better than 
the benchmark index for the Fund, the UBS Global Infrastructure & Utilities Net Total Return Index (A$ hedged), which 
increased by 15.6%.  

The period saw a strong recovery in the share prices of many of the stocks held by the Fund.  In particular, the Fund’s 
holdings in the toll road sector were beneficiaries of this trend reflecting their solid, ongoing operational performance over 
recent periods.  

Corporate actions were also a feature of the portfolio stocks during the last six months.  The takeover of Macquarie 
Communications Infrastructure Group (MCG) by the Canada Pension Plan Investment Board was completed during the 
period, a conditional non-binding offer was made for Transurban Group (and rejected by Transurban Group) and the merger 
of Cintra and Ferrovial was finalised in December 2009.  We believe that the Fund could benefit from further corporate 
actions over the medium term as pension funds seek to acquire high quality, inflation protected assets at attractive 
prices.

Portfolio Summary
As at 31 December 2009, the portfolio consisted of 24 stocks.  The composition of the Fund by sector at 30 June 2009 and 
31 December 2009 was as follows.   

                                                                                                                              Portfolio Weight (%)

30 June 2009 31 December 2009

Toll Roads – Urban 33.8 35.3

Toll Roads – Inter-Urban 12.6 12.5

Airports and Ports 8.2 13.0

Utilities 22.8 27.2

Communications Infrastructure 4.2 0.0

Other 6.6 4.6

Cash 11.8 7.4

total 100.0 100.0

The weighting of both utilities and airports and ports increased during the period with the increase achieved by a 
reduction in both communications infrastructure (as a result of the MCG takeover) and cash holdings.  

Toll roads continue to dominate the portfolio, making up almost half the Fund.  Intra-urban toll roads make up almost 
three-quarters of our toll road holdings, as we assess intra-urban roads as being less exposed to economic conditions.

long term funDamentalS Drive value
Our investment philosophy is to invest in infrastructure assets where, based on an analysis of fundamental characteristics, 
we assess a value significantly above the share price.  We believe that over time, the share price will reflect the fundamentals 
affecting the underlying assets.  The Fund has made a significant allocation to toll roads and airports and we detail below 
our views in respect of the impact of fundamentals these key segments of the infrastructure market.
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1. airPortS
Airports typically offer investors the opportunity to invest in a business which has an effective monopoly over the aviation 
transport in a particular region.  Airports derive revenue by charging passengers a fee for using the airport and by 
participating in the profits generated from commerce that takes place in the airport (e.g. car parks and retail shops both 
generate profit from their airport activities and the airport is able to share in this profit).

However, in the short-term, an economic recession can affect an airport in two ways: firstly, a decline in economic activity 
can lead to a reduction in the number of people flying; and secondly, a decline in the amount of money passengers spend 
in an airport.  However, these are short term impacts and, over the long-term, passenger growth can be expected to revert 
to trend as operating conditions improve.  

The following charts well illustrate this phenomenon at Sydney Airport.  While Sydney Airport suffered a decline in 
passenger volumes over 2008 and 2009, the latter half of 2009 witnessed robust growth in passenger volumes.  We note 
that notwithstanding a challenging environment, proactive management of operating costs and a well diversified revenue 
base enabled it to achieve positive EBITDA results right through this period.

Monthly passenger growth is measured compared to the same month in the prior year 
Source: Sydney Airport, Macquarie Airports

As the chart below shows, over the long-term the shorter-term declines in passenger numbers experienced by Sydney 
Airport as a result of transient conditions have been more than made up by subsequent passenger growth as operating 
conditions improved.  This is symptomatic of many airports around the world and illustrates why short-term share price 
declines in response to difficult operating conditions can lead to an attractive investment opportunity.

Source: Sydney Airport, Macquarie Airports, Bloomberg

The Fund reduced its exposure to the airport sector from 8% of the investment portfolio at 30 June 2008 to 1% at 31 
December 2008 but we have now restored the sector to 10% of the Portfolio as investment opportunities we consider to 
be attractive have become available.

Monthly Passenger Growth at Sydney Airport from Jan 2007 to Dec. 2009
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2. toll roaDS
While the revenue derived by a toll road grows in line with the level of traffic and the prevailing level of tolls, operating 
expenses are generally a small proportion of total revenues and the requirement for capital expenditure is limited.  Hence, 
the factors that most affect the value of a toll road are the level of traffic using the road and the level of tolls.  

Generally, toll roads have a legally binding agreement with the appropriate government entity that allows them to increase 
tolls in line with inflation.  While typically an increase in price for a good or service can be expected to lead to a reduction in 
demand, history suggests that an increase in tolls has minimal effect on the level of traffic.  For example, as the following 
graph illustrates the Eastern Distributor in Sydney has increased tolls four times since commencing operations in 2000, 
increasing tolls by more than 65% of the opening level, and despite this traffic has continued to grow.  

But the Eastern Distributor is an intra-urban road with a low proportion of heavy vehicles – generally around 5%.  Intra-
urban roads carry traffic within an urban area.  Traffic on such roads is dominated by privately owned vehicles rather than 
commercial vehicles.  
In contrast, inter-urban toll roads, as commonly found in Europe, connect two separate urban areas and usually have 15% 
to 20% heavy vehicles which are used to transport goods and for other commercial purposes.  Commercial traffic is more 
likely than privately owned vehicle traffic to decline in response to an economic downturn.  Accordingly, inter-urban roads 
have more volatile traffic patterns than intra-urban roads.  However, in the long-run they generally face attractive traffic 
dynamics.  

As the following graph for French toll road company, APRR, illustrates, recent poor economic conditions had a more 
significant impact on heavy vehicle usage of the toll road. 

Eastern Distributor Average Daily Revenue
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Despite the economic downturn, to this point the majority of toll roads we review have continued to grow revenue with toll 
increases often offsetting falls in traffic.  The following chart shows the revenue growth over the half year to 31 December 
2009 achieved by a range of toll roads. 

At 31 December 2009, toll roads made up 48% of the Fund’s investments.  The majority of this was invested in intra-urban 
toll roads as we believe the high proportion of privately owned vehicle traffic on such roads makes their earnings more 
predictable.  It is our view that the long-term prospects for toll roads remain strong and that, at current prices, many listed 
toll roads offer a compelling investment opportunity.  

Our broad investment philosophy and approach has changed little since we launched the fund in mid 2007.  We remain 
focused on assembling a portfolio of what we regard to be outstanding infrastructure companies.  We aim to invest in 
infrastructure companies that possess attractive fundamentals at prices that are at a material discount to our assessment 
of intrinsic value.  The core driver of the Fund – investing in materially mispriced, high quality infrastructure assets with 
the expectation of holding those assets for 3 to 5 years – has not changed.

Yours Sincerely, 

Gerald Stack
Portfolio Manager - Magellan Infrastructure Fund
January 2010

 Revenue Growth
Half Year Ended 31 December 2009

-6.0% -4.0% -2.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0% 14.0%

AUMAR* (Spain)

Pocahontas (USA)

Chicago Skyway (USA)

407ETR* (Canada)

Atlantia* (Italy)

M6toll (UK)

M5 (Aust)

APRR (France)

Eastern Distributor (Aust)

Indiana Toll Road (USA)

CityLink (Aust)

ACESA* (Spain)

SANEF* (France)

Bangkok E'way (Thailand)

Westlink M7 (Aust)

Duelles Greenway (USA)

M2 (Aust)

* Sept qtr data only

contact Details:
magellan asset management limited AbN 31 120 593 946
Level 7, 1 Castlereagh Street, Sydney, NSW 2000 AUSTRALIA
PO Box R226, Royal Exchange NSW 1225

Tel +61 2 8114 1888
Fax +61 2 8114 1800
Web: www.magellangroup.com.au

Important Information:  Units in the Magellan Infrastructure Fund are issued by Magellan Asset Management Limited (AbN 31 120 593 946, AFS Licence No 304 301).  This material has 
been provided for general information purposes and must not be construed as investment advice.  This material has been prepared without taking into account the investment objectives, 
financial situation or particular needs of any particular person. Investors should consider obtaining professional investment advice tailored to their specific circumstances prior to making 
any investment decisions and should read the relevant Product Disclosure Statement (PDS) available at www.magellangroup.com.au or by calling 02 8114 1888.
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