
HALF-YEAR REPORT
TO 31 DECEMBER 2005



Djerriwarrh Investments Half-Year Report to 31 December 20052

DJERRIWARRH IS A LISTED COMPANY INVESTING IN AUSTRALIAN
EQUITIES WITH A FOCUS ON THE TOP 50 ASX SHARES.



Company Highlights

• AIFRS reported profit after tax was
$29.7 million (last year $22.6 million),
up 31.3 per cent. This includes
realised gains on sale of investments.

• Operating profit after tax was 
$20.4 million, up 3.0 per cent from
the previous corresponding period.

• Earnings per share based on 
operating profit were 12.8 cents 
compared with 12.5 cents last year. 

• A fully franked interim dividend
of 10 cents per share, unchanged
from last year. 

• Total portfolio return during the 
half (change in net asset backing per
share plus dividends reinvested) was
an increase of 10.5 per cent after tax
paid and expenses. 

• Total shareholder return measured
by change in share price plus dividends
over the six month period was positive
11.4 per cent.

• Management expense ratio on an
annualised basis was 0.25 per cent.

• Net asset backing at 31 December
2005 was $4.17 (before allowing 
for the 10 cent interim dividend). 
At 31 January 2005 the net asset
backing was $4.31 also before 
allowing for the interim dividend.

• Total portfolio (including cash and
bank bills) at 31 December 2005 
was $787.7 million.
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Note: 2001 to 2004 is calculated using AGAAP while
2005 and the 2006 half year uses AIFRS.

Realised Earnings Per Share vs
Dividends Per Share

Portfolio Management Performance 
Percentage Per Year



Review of Operations and Activities

Profit Performance and Dividends

Under the Australian equivalents to
International Accounting Standards
(“AIFRS”) the reported profit attributable
to shareholders was $29.7 million, up
from $22.6 million from the corresponding
period last year. This figure includes
profits made on the sale of investments
which can occur from time to time
because of the exercise of options or
the sale of stock as a result of actions
such as takeovers. Under previous
accounting standards these were 
credited directly to equity through the
asset realisation reserve rather than 
as part of profit.

Djerriwarrh’s operating profit which
excludes the profit on sales of investments
was $20.4 million. This figure reflects
the underlying dividend, option income
and trading result generated from the
Company’s portfolios. The figure for 
the corresponding period last year 
was $19.8 million.

Continually rising markets provide some 
challenges to writers of call options
such as Djerriwarrh. The Company was
able to generate sound revenue returns 
from the portfolio whilst travelling with 
a healthy percentage of the portfolio
covered by call options during this 
period. Over the six month period,
Djerriwarrh had an average call option
position written over the value of the
portfolio of close to 40 per cent. (The
typical range of option coverage by
value can be between 20 to 40 per cent
of the portfolio.) Total income from the

investment and options written portfolio,
which is a key outcome of the Company’s
activities, was $21.0 million whereas in
the corresponding period last year this
figure was $16.9 million. 

The primary contributors to the operating
profit were franked dividends received 
of $15.6 million, which included $2.1 
million associated with participation 
in the Westpac buy back of its shares, 
compared with $15.3 million last year
(last years figure included $3.4 million 
in respect of the Telstra share buy back).
Income from trusts was $1.7 million
whereas the previous corresponding
period was $3.7 million (although last 
years figure included $2.6 million of 
special distributions from Macquarie
Infrastructure Group). 

Income from the trading portfolio was
down $3.3 million to $5.2 million largely
reflecting a lower level of unrealised
gains within this portfolio. 

The Company also incurred a higher
level of tax in the operating profit result,
$1.5 million versus $0.8 million last half
year. The key factors behind this rise
were the higher level of income from
option premiums and a lower interest
expense. 

Realised gains on the disposal of 
investments as a result of exercise 
of call options and the sale of some
investments in the investment portfolio
were $11.5 million after tax. Last year
this figure was $4.3 million. Under
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AIFRS these now have to be included 
in profit and were the major additional
component in the AIFRS reported profit
of $29.7 million up from $22.6 million 
in the previous corresponding period.

Directors have declared an interim 
dividend of 10 cents per share fully
franked (unchanged from last year’s
interim dividend).

Comments on the Market and
Investment Approach

The six months to 31 December 2005 
have been positive for global markets, 
including Australia. The S&P/ASX 50
Leaders Accumulation Index was up
13.1 per cent for the half year.

Sectors which significantly out-performed
in this market were materials (including 
many of the non-energy resource stocks
such as BHP and Rio Tinto) up 27.8 
per cent, healthcare up 21.4 per cent,
energy up 18.3 per cent and information
technology up 15.1 per cent. Financials
which because of their high dividend
yield form a large part of Djerriwarrh’s
portfolio increased 13.6 per cent over
the period. Sectors which significantly
under-performed the market were
telecommunication services which 
was down 14.8 per cent, with Telstra
having the major impact, and consumer 
discretionary which only grew 2.6 per cent
during the half year. 

The significant out-performance of the
resource and energy stocks reflected
the continued strong growth in China,

further recovery in Japan and the 
general positive outlook for global growth.
Clearly the rising oil price has also had a 
major impact of the valuation of energy
companies. Whilst Djerriwarrh has 
been looking to increase its exposure 
to selected stocks in these sectors the
accelerating growth in share prices of
these companies has meant that on
some occasions these stocks have been
sold as a result of the exercise of call
options. The Company remains positive
about these sectors and will look 
to increase exposure at appropriate
opportunities.

More subdued growth in other sectors of
the market has also allowed the Company 
to pursue stocks which offered strong 
dividend yields during this period. 

Portfolio

Indicative of the strength of the 
market over the six month period 
to 31 December 2005, the value of
Djerriwarrh’s portfolio increased $49.9
million. The key positive contributors to
the increase in the December half were
BHP Billiton, Commonwealth Bank, 
Rio Tinto, Westpac Banking Group, 
and National Australia Bank. 

Major acquisitions in the investment
portfolio during the period included $15.8
million in Commonwealth Bank, $14.5
million in AMP, $9.7 million in St George
Bank, $8.1 million in Wesfarmers and
$7.9 million in Oil Search. 
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Review of Operations and Activities continued

As a result of the exercise of call options 
significant disposals were $11.8 million 
in Rio Tinto, $11.6 million in BHP Billiton,
$6.3 million in Woodside Petroleum and 
$5.7 million in Commonwealth Bank.
The Company also disposed of its 
$9.2 million holding in Western Mining
when they were compulsorily acquired
by BHP Billiton early in the financial year.
In addition, the Company also participated
in the buy back of Westpac shares toward
the end of the period which resulted in a
disposal of $2.7 million worth of shares. 

As at 31 December 2005 the value of 
the Company’s investment and trading 
portfolios at market value, including
cash, was $787.7 million.

Capital Changes

In August 2005, 0.83 million shares
were also issued at $3.95 in the
Company’s dividend reinvestment plan
which provided $3.29 million of additional 
capital. During the period a small number
of convertible notes were also converted
to ordinary shares. 

Outlook

The equity market in Australia continued
its push to record highs during the period
as the general buoyancy of the global
economy particularly China has had a
lasting positive impact on the demand
for and price of most commodities. This
has benefited a number of companies 
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in Australia, including those which provide
services to a number of players in the
resources and energy sectors. It has
also provided for an underpinning of the
Australian economy along with improved
terms of trade. Furthermore the general
outlook for business and infrastructure
investment in Australia looks encouraging.

Notwithstanding this generally positive 
environment, issues such as the potential
for higher interest rates on the back of
underlying cost pressures feeding through
to inflation, the structural impacts of the
US twin trade and budget deficits on
the global financial markets and even
unforeseen events such as avian flu 
all linger as potential threats to orderly
market conditions in the calendar year. 

With the market trading at near record 
highs, the Company has a relative
defensive position in it’s portfolio with
call options sold representing almost 
40 per cent of the investment portfolio.
As we move into the next half year, 
this puts Djerriwarrh in a good position 
to enhance income from these option
positions. In addition, the Company 
will look to increase its holdings in 
some stocks that were sold through 
the exercise of options toward the end
of the year and at appropriate times
to further invest in companies that 
provide for good fully franked dividend
yield over the medium to long term.



Djerriwarrh Investments Half-Year Report to 31 December 2005 7

Top Investments
As at 31 December 2005 

Top 20 Investments – Ordinary Securities Total Value
$ Million

1 *NAB National Australia Bank 76.5
2 *CBA Commonwealth Bank of Australia 75.0
3 *BHP BHP Billiton 58.1
4 *WBC Westpac Banking Corporation 52.8
5 *NWS News Corporation (a) 40.6
6 *SGB St. George Bank 36.4
7 *TLS Telstra Corporation 36.0
8 *ANZ Australia and New Zealand Banking Group 34.8
9 *AMP AMP 28.8
10 *AWC Alumina 23.8
11 *TCL Transurban Group 21.4
12 *RIO Rio Tinto 17.6
13 WAN West Australian Newspapers Holdings 16.5
14 *WPL Woodside Petroleum 14.1
15 *WOW Woolworths 13.6
16 *CPU Computershare 12.8
17 FGL Foster’s Group 12.1
18 *MIG Macquarie Infrastructure Group 12.0
19 *BIL Brambles Industries 11.4
20 TOL Toll Holdings 11.3
Total 605.8

As a percentage of Total Portfolio Value (excludes cash and bank bills) 77.5%

(a) Includes $21.0 million News Corporation Class A Non-Voting Common Stock.

* Indicates that options were outstanding against part or all of the holding.

Valued at closing prices at 31 December 2005.



Income Statement
For the half-year ended 31 December 2005
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Half-year Half-year
2005 2004
$’000 $’000

Revenue from investment portfolio 16,421 17,706
Realised gains/(losses) on options 
written portfolio 4,559 (796)
Revenue from deposits and bank bills 550 308
Income from trading portfolio 
Revenue from trading portfolio 2,200 2,001
Net realised gains 527 1,312
Net unrealised gains 2,508 5,235 5,197 8,510
Income from operating activities 26,765 25,728
before capital gains/(losses)

Finance costs (3,929) (4,235)
Administration expenses (948) (880)
Operating profit before income 21,888 20,613
tax expense and capital gains/(losses)

Income tax expense (1,511) (838)
Net operating profit before 20,377 19,775
capital gains/(losses)

Capital gains/(losses)
Net realised gains on ordinary
securities in the investment portfolio 16,876 4,873
Net gains on other securities 
in the investment portfolio 202 364
Net unrealised losses on 
options written portfolio (2,669) (1,675)
Tax expense on above (5,056) (702)
Net capital gains/(losses) 9,353 2,860

Profit attributable to members 
of the Company 29,730 22,635

Cents Cents

Basic earnings per share 18.66 14.30
Basic net operating profit per share 12.79 12.49
Diluted earnings per share 17.85 13.87



Balance Sheet
As at 31 December 2005

31 Dec 30 June
2005 2005
$’000 $’000

Current assets
Cash 6,068 65,045
Receivables 1,833 5,500
Trading portfolio 81,036 57,366
Total current assets 88,937 127,911

Non-current assets
Investment portfolio 711,612 622,841
Deferred borrowing costs 584 667
Deferred tax assets 2,278 1,315
Total non-current assets 714,474 624,823

Total assets 803,411 752,734

Current liabilities
Payables 1,429 2,129
Tax payable 7,377 5,638
Borrowings 60,000 60,000
Interest-rate Hedging Contracts 341 475
Options written portfolio 11,026 7,490
Total current liabilities 80,173 75,732

Non-current liabilities
Payables 776 776
Borrowings 56,545 56,665
Deferred tax liabilities – investment portfolio 61,224 50,574
Total non-current liabilities 118,545 108,015

Total liabilities 198,718 183,747

Net assets 604,693 568,987

Shareholders’ equity
Share capital 400,142 396,739
Revaluation reserve 118,942 96,662
Realised capital gains reserve 53,220 53,840
Retained profits 32,730 22,221
Interest-rate Hedging Reserve (341) (475)
Total shareholders’ equity 604,693 568,987
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Statement of Changes in Equity
For the half-year ended 31 December 2005

Realised Interest-
Reval- Capital Rate

Share uation Gains Retained Hedging
Capital Reserve Reserve Profits Reserve Total

$000 $000 $000 $000 $000 $000

As at 30 June 2005 396,739 96,662 53,840 22,221 (475) 568,987

Dividends paid (620) (19,221)

Dividend reinvestment
plan 3,287
Transactions with 3,287 (620) (19,221) (16,554)
equity holders in their 
capacity as equity 
holders

Other share capital 
adjustments 116 116

Net movement in
fair-value for 
interest-rate swaps 134
Revaluation of
investment portfolio 32,944
Provision for tax on 
unrealised gains (10,664)
Total direct equity 22,280 134 22,414
adjustments

Profit for the period 29,730
Total income for period 22,280 29,730 134 52,144

As at 31 Dec 2005 400,142 118,942 53,220 32,730 (341) 604,693
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Holdings of Securities 
As at 31 December 2005
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Details of the Company’s portfolios are given below. The list should not be used to
evaluate portfolio performance or to determine the net asset backing per share (which
is advised to the Australian Stock Exchange each month and recorded on the toll-free
telephone service at 1800 780 784).

Individual holdings in the portfolios may change significantly during the course of 
the year. In addition, holdings may be subject to call options or sale commitments 
by which they may be sold at a price significantly different from the market price 
prevailing at the time of the exercise or sale.

Unless otherwise stated, the securities in this list are fully paid.
Market 

Number of Value
Ordinary Shares and Trust Units Shares ‘000 $’000

ADT Advent 400 456
AGL The Australian Gas Light Company 480 8,259
AMC* Amcor 1,511 10,954
AMH Amcil 6,472 3,495
AMHO Amcil Options 6,000 348
AMP* AMP 3,905 28,757
ANZ* Australia and New Zealand Banking Group 1,466 34,841
APN APN News & Media 1,919 9,213
AWC* Alumina 3,451 23,846
AXA* AXA Asia Pacific Holdings 1,844 9,288
BHP* BHP Billiton 2,613 58,096
BIL* Brambles Industries 1,160 11,405
BLD* Boral 551 4,438
BSL* BlueScope Steel 102 710
BWP Bunnings Warehouse Property Trust 1,700 3,315
CBA* Commonwealth Bank of Australia 1,796 75,010
CCL* Coca-Cola Amatil 777 5,845
CEU ConnectEast Group 4,373 5,007
CML* Coles Myer 1,073 10,728
CPU* Computershare 1,924 12,843
CSR* CSR 797 2,739
FGL Foster’s Group 2,175 12,137
FXJ* Fairfax (John) Holdings 1,651 6,456
GAN CFS Gandel Retail Trust 3,500 7,000
GWT GWA International 897 2,735
IAG* Insurance Australia Group 1,250 6,576
MAP* Macquarie Airports 100 304



Holdings of Securities continued
As at 31 December 2005

Market 
Number of Value

Ordinary Shares and Trust Units Shares ‘000 $’000

MBL* Macquarie Bank 77 5,233
MGR Mirvac Group 367 1,511
MIG* Macquarie Infrastructure Group 3,385 12,026
MIR Mirrabooka Investments 5,630 9,570
NAB* National Australia Bank 2,377 76,465
NWS* News Corporation 877 19,680
NWSLV* News Corporation – Class A Non Voting 994 20,959
ORG* Origin Energy 365 2,723
OSH* Oil Search 2,950 10,503
PMN* Promina Group 2,064 9,837
PMV Premier Investments 823 3,497
PPC Peet & Company 1,020 2,723
PPX PaperlinX 100 384
QAN Qantas Airways 250 1,004
QBE QBE Insurance Group 33 640
RIN* Rinker Group 325 5,155
RIO* Rio Tinto 256 17,557
SBC Southern Cross Broadcasting (Australia) 197 2,601
SGB* St. George Bank 1,275 36,372
TCL* Transurban Group 3,250 21,408
TEN Ten Network Holdings 97 307
TLS* Telstra Corporation 9,189 35,985
TOL Toll Holdings 760 11,324
(unlisted) UCMS 974 25
WAN West Australian Newspapers Holdings 2,000 16,520
WBC* Westpac Banking Corporation 2,398 52,801
WDC Westfield Group 273 4,950
WES* Wesfarmers 287 10,464
WOW* Woolworths 818 13,639
WPL* Woodside Petroleum 382 14,127
Total 774,790

* Indicates that options were outstanding against part or all of the holding.

Market 
Convertible Notes, Preference Shares Number of Value
and Other Interest Bearing Securities Shares ‘000 $’000

AMZGA Amcor Investments (New Zealand) Perp.Amcor 
Convertible Reset Securities 15 1,617

SSXPB Smorgon Steel Group 8% Reset 
Convertible Preference Shares 2,403 5,215

Total 6,832
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Major Transactions in the Investment and Trading Portfolio

(a) Acquisitions (Above $2 Million) Cost $’000

Commonwealth Bank of Australia 28,103
AMP 14,525
Wesfarmers 10,173
St George Bank 9,704
BHP Billiton 8,404
Telstra Corporation 8,176
Oil Search 7,947
Woodside Petroleum 6,521
Promina Group 6,417
Woolworths 5,786
Coca-Cola Amatil 5,532
Insurance Australia Group 5,515
ConnectEast Group 5,148
Australia & New Zealand Banking Group 4,761
Coles Myer (a) 3,750
Fairfax (John) Holdings 2,720
Rio Tinto 2,601
Brambles Industries 2,413
Macquarie Bank 2,404

(b) Disposals (Above $2 Million) Proceeds $’000

Rio Tinto 14,954
BHP Billiton 11,614
WMC Resources (b) 9,185
Woodside Petroleum 6,305
Commonwealth Bank of Australia 5,682
Westpac Banking Corporation 5,497
St George Bank 5,433
BlueScope Steel 4,072
The Australian Gas Light Company 3,390
Boral 2,317
Coles Myer 6.5% Non-Redeemable Preference Shares (a) 2,260
Qantas Airways 2,043

(a) Includes conversion of $2.3 million of CMLPA into CML.
(b) Takeover by BHP Billiton.
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Djerriwarrh Investments Limited
ABN 38 006 862 693

Directors 
Bruce B Teele, Chairman
Ross E Barker, Managing Director
Terrence A Campbell
Russell J Fynmore AO
Andrew F Guy
Graham J Kraehe AO
John Paterson 

Company Secretary
Sue Crook

Auditor
PricewaterhouseCoopers 
Chartered Accountants

Country of Incorporation
Australia

Registered Office
Level 21, 101 Collins Street
Melbourne, Victoria 3000

Contact Details
Mail GPO Box 2114 

Melbourne, Victoria 3001
Telephone (03) 9650 9911
Facsimile (03) 9650 9100
Email invest@djerri.com.au
Website www.djerri.com.au

For enquiries regarding net asset 
backing (as advised each month 
to the Australian Stock Exchange): 
Telephone toll free 1800 780 784

Share Registrar
Name Link Market Services Limited
Mail PO Box A2277 

Sydney South NSW 1235
Level 4, 333 Collins Street 
Melbourne, Victoria 3000

Shareholder 
Enquiry Line1300 554 474

+613 9615 9947 (from overseas)
Facsimile (03) 9615 9900
Email registrars@linkmarketservices.com.au 
Website www.linkmarketservices.com.au

Trustee for Noteholders

Name Permanent Nominees (Aust) Limited
Address 35 Clarence Street

Sydney, NSW 2000
Telephone (02) 8295 8100

Stock Exchange Code
DJW Ordinary Shares
DJWGA 6.5% Unsecured convertible notes

Interest payment date: 31 March 2006
Record date: 24 March 2006

Notice of Conversion to Ordinary
Share needs to be received by 
the Company by 16 March 2006.
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Company Particulars



Shareholder Meetings
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Sydney Information Meeting
Time 2.30pm 
Date Monday 20 March 2006
Venue Four Seasons Hotel
Location 199 George Street, Sydney

Canberra Information Meeting
Time 2.30pm 
Date Tuesday 21 March 2006
Venue Hyatt Hotel
Location Commonwealth Avenue, Yarralumla

Melbourne Information Meeting
Time 2:30pm 
Date Tuesday 4 April 2006
Venue Sofitel Melbourne
Location 25 Collins Street, Melbourne

Perth Information Meeting
Time 2:30pm 
Date Monday 10 April 2006
Venue Duxton Hotel 
Location 1 St Georges Terrace, Perth

Other Meetings
Meetings of shareholders will be arranged 
in other centres later in the financial year.
Shareholders with addresses within reasonable
proximity will be notified well ahead of the 
meeting date.



Dated 9 February 2006Printed on environmentally friendly paper


