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PROSPECTUS SUPPLEMENT

(To Prospectus dated March 28, 2011)

Aberdeen Australia Equity Fund, Inc.
Up to 3,300,000 Shares of Common Stock

Aberdeen Australia Equity Fund, Inc. (the "Fund") has entered into a sales agreement (the "sales agreement") with
JonesTrading Institutional Services LLC ("JonesTrading") relating to the shares of its common stock ("Common
Shares") offered by this Prospectus Supplement and the accompanying Prospectus. In accordance with the terms of the
sales agreement, the Fund may offer and sell up to 3,300,000 of its Common Shares, par value $0.01 per share, from
time to time through JonesTrading as its agent for the offer and sale of the Common Shares. Under the Investment
Company Act of 1940, as amended (the "1940 Act"), the Fund may not sell any Common Shares at a price below the
current net asset value of such Common Shares, exclusive of any distributing commission or discount. The Fund is a
non-diversified, closed-end management investment company. The Fund's principal investment objective is long-term
capital appreciation through investment primarily in equity securities of Australian companies listed on the Australian
Stock Exchange Limited. The Fund's secondary investment objective is current income. There can be no assurance
that the Fund will achieve its investment objectives.

The Fund's currently outstanding Common Shares are, and the Common Shares offered by this Prospectus
Supplement and the accompanying Prospectus will be, subject to notice of issuance, listed on the NYSE Amex
("Amex") under the symbol "IAF." The last reported sale price for the Fund's Common Shares on the Amex on April
4,2011 was $12.37 per share. The net asset value of the Fund's Common Shares at the close of business on April 4,
2011 was $12.01 per share.

Sales of the Common Shares, if any, under this Prospectus Supplement and the accompanying Prospectus may be
made in negotiated transactions or transactions that are deemed to be "at the market" as defined in Rule 415 under the
Securities Act of 1933, as amended (the "1933 Act"), including sales made directly on the Amex or sales made to or
through a market maker other than on an exchange.

JonesTrading will be entitled to compensation of 100 to 300 basis points of the gross sales price per share for any
Common Shares sold under the sales agreement, with the exact amount of such compensation to be mutually agreed
upon by the Fund and JonesTrading from time to time. In connection with the sale of the Common Shares on the
Fund's behalf, JonesTrading may be deemed to be an "underwriter" within the meaning of the 1933 Act and the
compensation of JonesTrading may be deemed to be underwriting commissions or discounts.

You should review the information set forth under ''Risks and Special Considerations'' on page 17 of the
accompanying Prospectus before investing in the Fund's Common Shares.

Neither the Securities and Exchange Commission nor any state securities commission has approved or

disapproved these securities or determined if this Prospectus Supplement or the accompanying Prospectus is
truthful or complete. Any representation to the contrary is a criminal offense.

The date of this Prospectus Supplement is April 13, 2011.
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You should rely only on the information contained in or incorporated by reference into this Prospectus Supplement
and the accompanying Prospectus. This Prospectus Supplement and the accompanying Prospectus set forth certain
information about the Fund that a prospective investor should carefully consider before deciding whether to invest in
the Fund's Common Shares. This Prospectus Supplement, which describes the specific terms of this offering including
the method of distribution, also adds to and updates information contained in the accompanying Prospectus and the
documents incorporated by reference into the accompanying Prospectus. The accompanying Prospectus gives more
general information, some of which may not apply to this offering. If the description of this offering varies between
this Prospectus Supplement and the accompanying Prospectus, you should rely on the information contained in this
Prospectus Supplement; provided that if any statement in one of these documents is inconsistent with a statement in
another document having a later date and incorporated by reference into the accompanying Prospectus or Prospectus
Supplement, the statement in the incorporated document having a later date modifies or supersedes the earlier
statement. Neither the Fund nor JonesTrading have authorized anyone to provide you with different information. If
anyone provides you with different or inconsistent information, you should not rely on it. The Fund is not making an
offer to sell these securities in any jurisdiction where the offer or sale is not permitted. The information contained in or
incorporated by reference into this Prospectus Supplement and the accompanying Prospectus is accurate only as of the
respective dates on their front covers, regardless of the time of delivery of this Prospectus Supplement, the
accompanying Prospectus, or the sale of the Common Shares. The Fund's business, financial condition, results of
operations and prospects may have changed since those dates.
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You should read this Prospectus Supplement and the accompanying Prospectus before deciding whether to invest and
retain them for future reference. A Statement of Additional Information, dated March 28, 2011 ("SAI"), as
supplemented from time to time, containing additional information about the Fund, has been filed with the Securities
and Exchange Commission ("SEC") and is incorporated by reference in its entirety into this Prospectus Supplement.
You may request a free copy of the SAI or request other information about the Fund (including the Fund's annual and
semi-annual reports to shareholders) or make shareholder inquiries by calling 1-866-839-5205, emailing
InvestorRelations @aberdeen-asset.com or by writing to the Fund at 1735 Market Street, 32nd Floor, Philadelphia,
Pennsylvania 19103. The Fund's SAI, as well as the annual and semi-annual reports to shareholders, are also available
at the Fund's website at www.aberdeeniaf.com. You may also obtain copies of these documents (and other information
regarding the Fund) from the SEC's website (http://www.sec.gov).

CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEMENTS

This Prospectus Supplement, the accompanying Prospectus and the SAI contain "forward-looking statements."
Forward-looking statements can be identified by the words "may," "will," "intend," "expect," "estimate," "continue,"
"plan," "anticipate,” and similar terms and the negative of such terms. By their nature, all forward-looking statements
involve risks and uncertainties, and actual results could differ materially from those contemplated by the
forward-looking statements. Several factors that could materially affect the Fund's actual results are the performance
of the portfolio of securities the Fund holds, the price at which the Fund's shares will trade in the public markets and
other factors discussed in the Fund's periodic filings with the SEC.

nn "nn

Although the Fund believes that the expectations expressed in the forward-looking statements are reasonable, actual
results could differ materially from those projected or assumed in such forward-looking statements. The Fund's future
financial condition and results of operations, as well as any forward-looking statements, are subject to change and are
subject to inherent risks and uncertainties, such as those disclosed in the "Risks and Special Considerations" section of
the accompanying Prospectus. All forward-looking statements contained in or incorporated by reference into this
Prospectus Supplement or the accompanying Prospectus are made as of the date of this Prospectus Supplement or the
accompanying Prospectus, as the case may be. Except for the Fund's ongoing obligations under the federal securities
laws, it does not intend, and it undertakes no obligation, to update any forward-looking statements. The
forward-looking statements contained in this Prospectus Supplement, the accompanying Prospectus and the SAI are
excluded form the safe harbor protection provided by Section 27A of the 1933 Act.
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PROSPECTUS SUPPLEMENT SUMMARY

The following information is only a summary. You should consider the more detailed information contained in this
Prospectus Supplement, the accompanying Prospectus, dated March 28, 2011, and the SAI, dated March 28, 2011,
especially the information under "Risks and Special Considerations" on page 17 of the accompanying Prospectus.

The Fund The Fund is a non-diversified, closed-end management investment company organized as a Maryland
corporation.

The Fund's Common Shares are listed for trading on the Amex under the symbol "IAF." As of April 4, 2011, the net
assets of the Fund were $261,450,660 and the Fund had outstanding 21,777,602 Common Shares. As of April 4, 2011,
the per share net asset value of the Fund's Common Shares was $12.01 and the per share market price of the Fund's
Common Shares was $12.37, representing a 2.99% premium over such net asset value. See "Description of Shares" in
the accompanying Prospectus.

The Fund's principal investment objective is long-term capital appreciation. Its secondary objective is current income,
which is expected to be derived primarily from dividends and interest on Australian corporate and governmental
securities.

The Fund will normally invest at least 80% of its net assets, plus the amount of any borrowings for investment
purposes, in equity securities, consisting of common stock, preferred stock and convertible stock, of Australian
companies listed on the Australian Stock Exchange Limited. For these purposes, Australian companies means
companies that are tied economically to Australia. The Fund may invest up to 10% of its total assets in unlisted equity
securities. It may also invest in debt securities issued by Australian companies, Australian Federal and State
governments and the U.S. government. Such debt securities will be rated in one of the four highest rating categories
by a nationally recognized statistical rating organization or, if unrated, determined to be of comparable quality by the
Investment Manager (as defined), and will typically have a maturity of 10 years or less. The Fund's investments in any
one industry or group of industries are generally limited to 25% of its total assets, except that it may invest between
25% and 35% of its total assets in securities of an industry group that, at the time of investment, represents 20% or
more of the S&P/ASX 200 Accumulation Index. The Fund has authority to enter into repurchase agreements and to
lend its portfolio securities. See "Investment Policies" in the accompanying Prospectus.

Investment Manager and Investment Adviser The Fund's investment manager is Aberdeen Asset Management Asia
Limited ("Investment Manager"), a Singapore corporation located at 21 Church Street, #01-01 Capital Square Two,
Singapore 049480. The Investment Manager serves as investment manager to both equity and fixed income
investment portfolios for a range of clients. The
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Investment Manager, in accordance with the Fund's stated investment objectives, policies and limitations and subject
to the supervision of the Fund's Board of Directors, manages the Fund's investments and makes investment decisions
on behalf of the Fund, including the selection of, and being responsible for the placement of orders with, brokers and
dealers to execute the Fund's portfolio transactions.

The Fund's investment adviser is Aberdeen Asset Management Limited ("Investment Adviser"), an Australian
corporation affiliated with the Investment Manager. The Investment Adviser is located at Level 6, 201 Kent Street,
Sydney, NSW 2000, Australia. The Investment Adviser's principal business focus is to provide investment
management services with regard to equity and fixed income investments in Australian securities. The Investment
Adviser makes recommendations to the Investment Manager as to specific portfolio securities to be purchased,
retained or sold by the Fund and provides or obtains such research and statistical data as may be necessary in
connection therewith.

The Investment Adviser is a wholly-owned subsidiary of the Investment Manager. The Investment Manager is a
wholly-owned subsidiary of Aberdeen Asset Management PLC, a Scots company, that is the parent company of an
asset management group managing approximately $287 billion of assets as of December 31, 2010 for both institutions
and private individuals from offices around the world. See "Management of the Fund The Investment Manager and the
Investment Adviser" in the accompanying Prospectus.

The Offering The Fund, the Investment Manager and the Investment Adviser entered into a sales agreement with
JonesTrading relating to the Common Shares offered by this Prospectus Supplement and the accompanying
Prospectus. In accordance with the terms of the sales agreement, the Fund may offer and sell up to 3,300,000 of its
Common Shares, par value $0.01 per share, from time to time through JonesTrading as its agent for the offer and sale
of the Common Shares.

The Fund's Common Shares are listed for trading on the Amex under the symbol "IAF." The last reported sale price of
the Fund's Common Shares, as reported on the Amex on April 4, 2011, was $12.37 per share.

Sales of the Fund's Common Shares, if any, under this Prospectus Supplement and the accompanying Prospectus may
be made in negotiated transactions or transactions that are deemed to be "at the market" as defined in Rule 415 under
the 1933 Act, including sales made directly on the Amex or sales made to or through a market maker other than on an
exchange. See "Plan of Distribution" in this Prospectus Supplement. The Fund's Common Shares may not be sold
through agents, underwriters or dealers without delivery or deemed delivery of a prospectus and a prospectus
supplement describing the
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method and terms of the offering of the Fund's securities. Under the 1940 Act, the Fund may not sell any Common
Shares at a price below the current net asset value of such Common Shares, exclusive of any distributing commission
or discount.

Use of Proceeds The Fund intends to invest the net proceeds of this offering in accordance with its investment
objectives and policies as stated in the accompanying Prospectus within approximately three months of receipt of such
proceeds. Pending such investment, the Fund anticipates investing the proceeds in short-term securities issued by the
U.S. government or its agencies or instrumentalities or in high quality, short-term or long-term debt obligations or
money market instruments.

Risks and Special Considerations See "Risks and Special Considerations" beginning on page 17 of the

accompanying Prospectus for a discussion of factors you should consider carefully before deciding to invest in the
Fund's Common Shares.
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DISTRIBUTIONS

The Board of Directors of the Fund has implemented a managed distribution policy of paying quarterly distributions at
an annual rate, set once a year, that is a percentage of the rolling average of the Fund's four quarter-end net asset
values. The current rolling distribution rate is 10%. This policy is subject to regular review by the Fund's Board of
Directors. The distributions are made from current income, supplemented by realized capital gains and, to the extent
necessary, paid-in capital. Persons who purchase Common Shares in this offering will be entitled to any regular
quarterly distributions the record date for which occurs after the Common Shares are purchased. On March 10, 2011,
the Board of Directors of the Fund declared a quarterly distribution of 0.28 cents per Common Share, payable on April
15, 2011 to all shareholders of record as of March 31, 2011.

The amounts of the last four distributions paid by the Fund are as set out below:

Distribution per

Payment Date Common Share
January 14, 2011 $ 0.28
October 15, 2010 $ 0.27
July 16, 2010 $ 0.27
April 16,2010 $ 0.25

See "Dividends and Distributions" in the accompanying Prospectus.
SUMMARY OF FUND EXPENSES

The following table and example are intended to assist you in understanding the various costs and expenses directly or
indirectly associated with investing in Common Shares of the Fund. Some of the percentages indicated in the table
below are estimates and may vary.

Shareholder Transaction Expenses

Sales Load (as a percentage of offering price) 1.50%(1)
Offering Expenses (as a percentage of offering price) 0.49%
Dividend Reinvestment and Cash Purchase Plan Fees(2)

Annual Operating Expenses (as a percentage of average net assets attributable to

the Fund's Common Shares)

Management Fee 0.82%
Other Expenses(3)(4) 0.50%
Total Annual Operating Expenses 1.32%

(1) Represents the estimated commission with respect to the Fund's Common Shares being sold in this offering,
which the Fund will pay to JonesTrading in connection with the sales of Common Shares effected by JonesTrading in
this offering. While JonesTrading is entitled to a commission of 1% to 3% of the gross sales price for Common Shares
sold, with the exact amount to be agreed upon by the parties, the Fund has assumed, for purposes of this offering, that
JonesTrading will receive a commission of 1.50% of such gross sales price. This is the only sales load to be paid in
connection with this offering. There is no guarantee that there will be any sales of the Fund's Common Shares
pursuant to this Prospectus Supplement and the accompanying Prospectus. Actual sales of the Fund's Common Shares
under this Prospectus Supplement and the accompanying Prospectus, if any, may be less than as set forth under
"Capitalization" below. In addition, the price per share of any such sale may be greater or less than the price set forth
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under "Capitalization" below, depending on market price of the Fund's Common Shares at the time of any such sale.
(2) If you participate in the Dividend Reinvestment and Direct Stock Purchase Plan sponsored and administered by
Computershare Trust Company, N.A., you will be subject to any fees imposed by Computershare Trust Company,
N.A.

(3) "Other Expenses" have been estimated for the current fiscal year.

(4) Includes an administration fee of 0.08% of average net assets attributable to the Fund's Common Shares.
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Example

An investor would pay the following expenses on a $1,000 investment in the Fund, assuming (1) Total Annual
Operating Expenses of 1.32%, (2) a Sales Load of $15 and estimated offering expenses of $4.90 and (3) a 5% annual
return:

One Year Three Years Five Years Ten Years
$ 33 $ 61 $ 91 $ 176

The "Example" assumes that all dividends and other distributions are reinvested at net asset value and that the
percentage amounts listed in the table above under Total Annual Operating Expenses remain the same in the years
shown. The above table and example and the assumption in the example of a 5% annual return are required by
regulations of the SEC that are applicable to all investment companies; the assumed 5% annual return is not a
prediction of, and does not represent, the projected or actual performance of the Fund's Common Shares.

The example should not be considered a representation of past or future expenses, and the Fund's actual
expenses may be greater than or less than those shown. Moreover, the Fund's actual rate of return may be
greater or less than the hypothetical 5% return shown in the example.

USE OF PROCEEDS

Sales of the Fund's Common Shares, if any, under this Prospectus Supplement and the accompanying Prospectus may
be made in negotiated transactions or transactions that are deemed to be "at the market" as defined in Rule 415 under
the 1933 Act, including sales made directly on the Amex or sales made to or through a market maker other than on an
exchange. There is no guarantee that there will be any sales of the Fund's Common Shares pursuant to this Prospectus
Supplement and the accompanying Prospectus. Actual sales, if any, of the Fund's Common Shares under this
Prospectus Supplement and the accompanying Prospectus may be less than as set forth in this paragraph. In addition,
the price per share of any such sale may be greater or less than the price set forth in this paragraph, depending on the
market price of the Fund's Common Shares at the time of any such sale. As a result, the actual net proceeds the Fund
receives may be more or less than the amount of net proceeds estimated in this Prospectus Supplement. Assuming the
sale of all of the Fund's Common Shares offered under this Prospectus Supplement and the accompanying Prospectus,
at the last reported sale price of $12.37 per share for the Fund's Common Shares on the Amex as of April 4, 2011, the
Fund estimates that the net proceeds of this offering will be approximately $40,008,685 after deducting the estimated
sales load and the estimated offering expenses payable by the Fund.

The Fund intends to invest the net proceeds of this offering in accordance with its investment objectives and policies
as stated in the accompanying Prospectus within approximately three months of receipt of such proceeds. Pending
such investment, the Fund anticipates investing the proceeds in short-term securities issued by the U.S. government or
its agencies or instrumentalities or in high quality, short-term or long-term debt obligations or money market
instruments.

S-5
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CAPITALIZATION

The Fund may offer and sell up to 3,300,000 of its Common Shares, par value $0.01 per share, from time to time
through JonesTrading as its agent for the offer and sale of the Common Shares under this Prospectus Supplement and
the accompanying Prospectus. There is no guarantee that there will be any sales of the Fund's Common Shares
pursuant to this Prospectus Supplement and the accompanying Prospectus. The table below assumes that the Fund will
sell 3,300,000 Common Shares, at a price of $12.37 per share (the last reported sale price per share of the Fund's
Common Shares on the Amex on April 4, 2011). Actual sales, if any, of the Fund's Common Shares under this
Prospectus Supplement and the accompanying Prospectus may be less than as set forth in the table below. In addition,
the price per share of any such sale may be greater or less than $12.37, depending on the market price of the Fund's
Common Shares at the time of any such sale. To the extent that the market price per share of the Fund's Common
Shares on any given day is less than the net asset value per share on such day, the Fund will instruct JonesTrading not
to make any sales on such day.

The following table sets forth the unaudited capitalization of the Fund as of October 31, 2010 (i) on an actual basis,
(ii) on an as adjusted basis to reflect the sale of 2,500,000 Common Shares in a secondary offering in December 2010
at an offering price of $12.50 per share, and the application of the net proceeds from such sale of Common Shares, and
(iii) and on a pro forma basis as further adjusted to reflect the assumed sale of 3,300,000 Common Shares at $12.37
per share (the last reported sale price per share of the Fund's Common Shares on the Amex on April 4, 2011), in an
offering under this Prospectus Supplement and the accompanying Prospectus.

As of October 31, 2010
(unaudited)
As Further
Actual As Adjusted Adjusted
Composition of Net Assets:
Common stock, par
value $.01 per share,
30,000,000
shares authorized
(19,277,602 shares
issued and
outstanding as of
October 31, 2010,
21,777,602 shares
estimated issued and
outstanding as adjusted,
and
25,077,602 shares
issued and outstanding
as further
adjusted)(1)(2) $ 192,776.00 $ 217,776.00 $ 250,776.00
Paid-in capital in excess
of par(2) 130,353,631.00 159,824,772.00 199,800,457.14
Distributions in excess
of net investment
income (1,995,667.00) (1,995,667.00) (1,995,667.00)
Accumulated net 2,514,129.00 2,514,129.00 2,514,129.00
realized gain on
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investment transactions

Accumulated net

realized foreign

exchange gains 44,440,760.00 44,440,760.00 44,440,760.00
Net unrealized

appreciation on

investments 15,457,613.00 15,457,613.00 15,457,613.00
Net unrealized foreign

exchange gains 32,209,555.00 32,209,555.00 32,209,555.00
Net Assets $ 223,172,797.00 $ 252,668,938.00 $ 292,677,623.00

(1) The Fund does not hold any of these outstanding shares for its account.
(2) As further adjusted, additional paid-in capital reflects the issuance of Common Shares offered hereby

($40,821,000), less $0.01 par value per Common Share ($33,000), less the estimated offering expenses borne by the
Fund ($812,315) related to the issuance of shares.

S-6
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PLAN OF DISTRIBUTION

Under the sales agreement among the Fund, the Investment Manager, the Investment Adviser and JonesTrading, upon
written instructions from the Fund, JonesTrading will use its commercially reasonable efforts consistent with its
normal trading and sales practices to sell, as the Fund's agent, the Common Shares under the terms and subject to the
conditions set forth in the sales agreement. JonesTrading's sales efforts will continue until the Fund instructs
JonesTrading to suspend sales. The Fund will instruct JonesTrading as to the amount of Common Shares to be sold by
JonesTrading. The Fund may instruct JonesTrading not to sell Common Shares if the sales cannot be effected at or
above the price designated by the Fund in any instruction. The Fund or JonesTrading may suspend the offering of
Common Shares upon proper notice and subject to other conditions.

JonesTrading will provide written confirmation to the Fund no later than the opening of the trading day on the Amex
immediately following the trading day on which Common Shares are sold under the sales agreement. Each
confirmation will include the number of shares sold on the preceding day, the net proceeds to the Fund and the
compensation payable by the Fund to JonesTrading in connection with the sales.

The Fund will pay JonesTrading commissions for its services in acting as agent in the sale of Common Shares.
JonesTrading will be entitled to compensation of 100 to 300 basis points of the gross sales price per share of any
Common Shares sold under the sales agreement, with the exact amount of such compensation to be mutually agreed
upon by the Fund and JonesTrading from time to time. There is no guarantee that there will be any sales of the Fund's
Common Shares pursuant to this Prospectus Supplement and the accompanying Prospectus. Actual sales, if any, of the
Fund's Common Shares under this Prospectus Supplement and the accompanying Prospectus may be less than as set
forth in this paragraph. In addition, the price per share of any such sale may be greater or less than the price set forth
in this paragraph, depending on the market price of the Fund's Common Shares at the time of any such sale. Assuming
3,300,000 of the Fund's Common Shares offered hereby are sold at a market price of $12.37 per share (the last
reported sale price for the Fund's Common Shares on the Amex on April 4, 2011), the Fund estimates that the total
expenses for the offering, excluding compensation payable to JonesTrading under the terms of the sales agreement,
would be approximately $200,000.

Settlement for sales of Common Shares will occur on the third business day (or such earlier day as is industry practice
for regular-way trading) following the date on which such sales are made, or on some other date that is agreed upon by
the Fund and JonesTrading in connection with a particular transaction, in return for payment of the net proceeds to the
Fund. There is no arrangement for funds to be received in an escrow, trust or similar arrangement.

In connection with the sale of the Common Shares on the Fund's behalf, JonesTrading may, and will with respect to
sales effected in an "at the market offering," be deemed to be an "underwriter" within the meaning of the 1933 Act,
and the compensation of JonesTrading may be deemed to be underwriting commissions or discounts. The Fund has
agreed to provide indemnification and contribution to JonesTrading against certain civil liabilities, including liabilities
under the 1933 Act. The Fund has also agreed to reimburse JonesTrading for other specified expenses.

The offering of the Fund's Common Shares pursuant to the sales agreement will terminate upon the earlier of (1) the
sale of all Common Shares subject to the sales agreement or (2) termination of the sales agreement. The sales
agreement may be terminated by the Fund in its sole discretion at any time by giving notice to JonesTrading. In
addition, JonesTrading may terminate the sales agreement under the circumstances specified in the sales agreement
and in its sole discretion at any time following a period of 12 months from the date of the sales agreement by giving
notice to the Fund.

The principal business address of JonesTrading is 780 Third Avenue, 3™ Floor, New York, New York 10017.
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LEGAL MATTERS

Certain legal matters will be passed on by Willkie Farr & Gallagher LLP, 787 Seventh Avenue, New York, New York
10019, counsel to the Fund, in connection with the offering of the Common Shares. Willkie Farr & Gallagher LLP
will rely as to matters of Maryland law on the opinion of Venable LLP, 750 E. Pratt Street, Suite 900, Baltimore,
Maryland 21202.

ADDITIONAL INFORMATION

This Prospectus Supplement and the accompanying Prospectus constitute part of a Registration Statement filed by the
Fund with the SEC under the 1933 Act and the 1940 Act. This Prospectus Supplement and the accompanying
Prospectus omit certain of the information contained in the Registration Statement, and reference is hereby made to
the Registration Statement and related exhibits for further information with respect to the Fund and the Common
Shares offered hereby. Any statements contained herein concerning the provisions of any document are not
necessarily complete, and, in each instance, reference is made to the copy of such document filed as an exhibit to the
Registration Statement or otherwise filed with the SEC. Each such statement is qualified in its entirety by such
reference. The complete Registration Statement may be obtained from the SEC upon payment of the fee prescribed by
its rules and regulations or free of charge through the SEC's web site (http://www.sec.gov).
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BASE PROSPECTUS
$130,000,000
ABERDEEN AUSTRALIA EQUITY FUND, INC.

Shares of Common Stock
Aberdeen Australia Equity Fund, Inc. ("Fund," "we," "us" or "our") is a non-diversified, closed-end management
investment company. The Fund's principal investment objective is long-term capital appreciation through investment
primarily in equity securities of Australian companies listed on the Australian Stock Exchange Limited. The Fund's
secondary investment objective is current income.

We may offer, from time to time, in one or more offerings, including through rights offerings, our shares of common
stock, par value $.01 per share ("Shares"). Shares may be offered at prices and on terms to be set forth in one or more
supplements to this Prospectus (each, a "Prospectus Supplement"). You should read this Prospectus and the applicable
Prospectus Supplement carefully before your invest in our Shares.

Our Shares may be offered directly to one or more purchasers, through agents designated from time to time by us, or
to or through underwriters or dealers. The Prospectus Supplement relating to the offering will identify any agents or
underwriters involved in the sale of our Shares, and will set forth any applicable purchase price, fee, commission or
discount arrangement between us and our agents or underwriters, or among our underwriters, or the basis upon which
such amount may be calculated. We may not sell any of our Shares through agents, underwriters or dealers without
delivery of a Prospectus Supplement describing the method and terms of the particular offering of our Shares.

Our Shares are listed on the NYSE Amex ("Amex") under the symbol "[AF." The last reported sale price of our
Shares, as reported by the Amex on January 31, 2011, was $11.74 per Share. The net asset value of our Shares at the
close of business on January 31, 2011, was $11.62 per Share.

Investment in the Shares involves certain risks and special considerations, including risks associated with
currency fluctuations. The Fund also has authority (which it has not exercised) to borrow to finance
investments and to issue preferred stock. Both practices entail risks. For a discussion of these and other risks,
see ''Risks and Special Considerations."

Shares of closed-end investment companies frequently trade at a discount to their net asset value. If the Fund's
Shares trade at a discount to its net asset value, the risk of loss may increase for purchasers in a public offering.
See ""Risks and Special Considerations-Net Asset Value Discount.'

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved these securities or passed upon the adequacy of this Prospectus. Any representation to the
contrary is a criminal offense.

This Prospectus, together with any Prospectus Supplement, sets forth concisely the information about the Fund that a
prospective investor should know before investing. You should read this Prospectus and applicable Prospectus
Supplement, which contain important information, before deciding whether to invest in the Shares. You should retain
the Prospectus and Prospectus Supplement for future reference. A Statement of Additional Information ("SAI"), dated
March 28, 2011, containing additional information about the Fund, has been filed with the Securities and Exchange
Commission ("SEC") and is incorporated by reference in its entirety into this Prospectus. The Table of Contents for
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the SAI is on page 35 of the Prospectus. You may call 1-866-839-5205, email InvestorRelations @aberdeen-asset.com
or write to the Fund at 1735 Market Street, 32nd Floor, Philadelphia, Pennsylvania 19103 to obtain, free of charge,
copies of the SAI and the Fund's annual and semi-annual reports to shareholders, as well as to obtain other
information about the Fund and to make shareholder inquiries. The Fund's SAI, as well as the annual and semi-annual
reports to shareholders, are also available on the Fund's website at www.aberdeeniaf.com. The SEC maintains a
website at http://www.sec.gov that contains the SAI, material incorporated by reference into the Fund's registration
statement and other information about the Fund.

Our Shares do not represent a deposit or obligation of, and are not guaranteed or endorsed by, any bank or other
insured depository institution, and are not federally insured by the Federal Deposit Insurance Corporation, the Federal

Reserve Board or any other government agency.

Prospectus dated March 28, 2011
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PROSPECTUS SUMMARY

The following information is only a summary. You should consider the more detailed information contained in the
Prospectus and in any related Prospectus Supplement and in the SAI before purchasing Shares, especially the
information under "Risks and Special Considerations" on page 17 of the Prospectus.

The Fund The Fund is a non-diversified, closed-end management investment company organized as a Maryland
corporation. See "The Fund."

The Fund's Shares are listed for trading on the Amex under the symbol "[AF." As of January 31, 2011, the net assets
of the Fund were $253,075,622 and the Fund had outstanding 21,777,602 Shares. The last reported sale price of the
Fund's Shares, as reported by the Amex on January 31, 2011 was $11.74 per Share. The net asset value of the Fund's
Shares at the close of business on January 31, 2011 was $11.62 per Share. See "Description of Shares."

The Offering We may offer, from time to time, in one or more offerings, including through rights offerings, up to
$130,000,000 of our Shares on terms to be determined at the time of the offering. The Shares may be offered at prices
and on terms to be set forth in one or more Prospectus Supplements. You should read this Prospectus and the
applicable Prospectus Supplement carefully before you invest in our Shares. Our Shares may be offered directly to
one or more purchasers, through agents designated from time to time by us, or to or through underwriters or dealers.
The Prospectus Supplement relating to the offering will identify any agents, underwriters or dealers involved in the
sale of our Shares, and will set forth any applicable purchase price, fee, commission or discount arrangement between
us and our agents or underwriters, or among our underwriters, or the basis upon which such amount may be
calculated. See "Plan of Distribution." We may not sell any of our Shares through agents, underwriters or dealers
without delivery of a Prospectus Supplement describing the method and terms of the particular offering of our Shares.

Use of Proceeds We intend to use the net proceeds from the sale of our Shares primarily to invest in accordance with
our investment objectives and policies. Proceeds will be invested within approximately 60 days of receipt by the Fund.
See "Use of Proceeds."

Investment Objectives The Fund's principal investment objective is long-term capital appreciation through
investment primarily in equity securities of Australian companies listed on the Australian Stock Exchange Limited
("ASX"). Its secondary objective is current income, which is expected to be derived primarily from dividends and
interest on Australian corporate and governmental securities. The Fund's investment objectives may not be changed
without the approval of a majority of the Fund's outstanding voting securities. See "Investment Objectives."

Investment Policies The Fund will normally invest at least 80% of its net assets, plus the amount of any borrowings
for investment purposes, in equity securities,
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consisting of common stock, preferred stock and convertible stock, of Australian companies listed on the ASX. For
these purposes, Australian companies means companies that are tied economically to Australia. The Fund may invest
up to 10% of its total assets in unlisted equity securities. It may also invest in debt securities issued by Australian
companies, Australian Federal and State governments and the U.S. government. Such debt securities will be rated in
one of the four highest rating categories by a nationally recognized statistical rating organization or, if unrated,
determined to be of comparable quality by the Investment Manager, and will typically have a maturity of 10 years or
less. The Fund's investments in any one industry or group of industries are generally limited to 25% of its total assets,
except that it may invest between 25% and 35% of its total assets in securities of an industry group that, at the time of
investment, represents 20% or more of the S&P/ASX 200 Accumulation Index. The Fund has authority to enter into
repurchase agreements and to lend its portfolio securities. See "Investment Policies."

Investment Restrictions The Fund has certain investment restrictions that may not be changed without approval by a
majority of the Fund's outstanding voting securities. These restrictions concern issuance of senior securities,
borrowing, lending, concentration, diversification and other matters. See "Investment Restrictions."

Risks (See generally "Risks and Special Considerations" for more information on these and other risks) The value of
the Fund's assets, as well as the market price of its shares, will fluctuate. You can lose money on your investment.
Investing in the Fund involves other risks, including the following:

* Currency Exchange Rate Fluctuations. The Fund invests substantially in instruments denominated in foreign
currencies primarily the Australian dollar, but also the New Zealand dollar. Fluctuations in the value of these non-U.S.
currencies relative to the U.S. dollar can adversely affect the U.S. dollar value of the Fund's assets. A decline in the
value of such a foreign currency can require the Fund to liquidate portfolio securities to pay distributions previously
calculated in U.S. dollars and can increase the relevant foreign currency cost of expenses incurred in U.S. dollars.
Currency exchange losses can reduce or eliminate the Fund's ability to make ordinary income distributions.

» Foreign Securities. In addition to foreign currency risks, investments in non-U.S. securities involve risk of loss in the
event of tax increases or adverse political, economic or diplomatic developments in Australia and New Zealand. The
Australian securities market for both listed and unlisted securities may be more volatile and is less liquid than the
major U.S. markets, and investing in non-U.S. securities may involve greater costs plus more uncertainty regarding
legal protections. Regulatory oversight of markets and custody facilities may differ from that in the U.S.
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* Australian Securities Risk. Because the Fund's investments are primarily in Australian securities, the Fund is
particularly vulnerable to loss in the event of adverse political, economic, financial and other developments that affect
Australia, including fluctuations of Australian currency versus the U.S. dollar. Also, Australia is located in a part of
the world that has historically been prone to natural disasters such as drought and is economically sensitive to
environmental events. Any such event could result in a significant adverse impact on the Australian economy.

* Concentration. The Fund may invest up to 35% of its total assets in securities of an industry group that, at the time of
investment, represents 20% or more of the S&P/ASX 200 Accumulation Index. An industry sector can include more
than one industry group. As of October 31, 2010, 30% of the Fund's total assets were invested in the financials sector
of the Standard & Poor's Global Industry Classification Sectors. While the Fund did not concentrate its investments in
the materials sector, as of October 31, 2010, 23.6% of the Fund's total assets were invested in the materials sector.
Such a concentration or significant amount of investments in a single industry sector makes the Fund particularly
vulnerable to adverse economic, political or other developments affecting that sector. Concentration in the financials
sector may make the Fund vulnerable to risks of regulation, consolidation, financial innovation and technological
progress. Significant exposure to the materials sector may also make the Fund vulnerable to risks that the issuers in
such sector will underperform the market as a whole due to legislative or regulatory changes and/or increased
competition affecting that sector.

* Net Asset Value Discount. Shares of the Fund, a closed-end investment company, may trade in the market at a
discount from their net asset value.

* Distribution Rate. There can be no assurance that the Board will maintain the Fund's distribution rate at a particular
level, or that the Board will continue a managed distribution policy. Additionally, distributions may include return of
capital as well as net investment income and capital gains. If the Fund's investments do not generate sufficient income,
the Fund may be required to liquidate a portion of its portfolio to fund these distributions. See "Dividends and
Distributions."

* Non-Diversified Fund. As a "non-diversified" investment company, the Fund can invest more of its assets in fewer
issuers than an investment company that is "diversified," exposing the Fund to greater risk.

» Share Repurchases. When the Fund repurchases its shares pursuant to the Fund's share repurchase program, the
resulting decrease in shares outstanding may increase the Fund's expense ratio; any borrowing to finance repurchases
would reduce net income; and any sales of portfolio securities to finance
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repurchases may not be at a preferred time from a portfolio management perspective and would increase portfolio
turnover and related expenses.

* Anti-Takeover Provisions. The Fund's charter and bylaws contain several provisions that may be regarded as
"anti-takeover" because they have the effect of maintaining continuity of management. Also, Articles Supplementary
approved by the Board of Directors subject the Fund to certain provisions of the Maryland General Corporation Law
with respect to unsolicited takeovers. See "Certain Provisions of the Maryland General Corporation Law and the
Charter and Bylaws."

» Leverage. The Fund has authority to issue preferred stock and to borrow to finance investments. Each of these is a
form of "leverage" that entails particular risks for holders of the Fund's common stock. The issuance of preferred stock
would affect the amount of income available for distribution on the Fund's common stock as well as the net asset
value of the common stock and the voting rights of holders of common stock. Leverage would exaggerate the effects
of both currency fluctuations and of market downturns or upturns on the net asset value and market value of the
Fund's common stock, as well as on distributions to holders of common stock. Leverage can also increase the
volatility of the Fund's net asset value, and expenses related to leverage can reduce the Fund's income. In the case of
leverage, if Fund assets decline in value so that legal asset coverage requirements for any preferred stock or
borrowings would not be met, the Fund may be prevented from paying distributions, which could jeopardize its
qualification for pass-through tax treatment, make it liable for excise taxes and/ or force it to sell portfolio securities at
an inopportune time. Holders of preferred stock have the right to elect two directors, and such holders, as well as Fund
creditors, have the right under certain circumstances to elect a majority of the Fund's directors.

* Unlisted Securities. The Fund may invest up to 10% of its total assets in unlisted equity securities. Because the
market for unlisted securities is not liquid, it may be difficult for the Fund to sell these securities at a desirable price.
Unlisted securities are not subject to the disclosure and other investor protection requirements of Australian law
applicable to listed securities.

* Securities Lending. With respect to loans of its portfolio securities, the Fund is exposed to risks of loss in the event of
default or bankruptcy of the borrower, and in the event that the return on the loan, or on invested collateral, will be

less than the related costs.

* Repurchase Agreements. These transactions involve risks in the event of counterparty default or insolvency.
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Investment Manager and Investment Adviser The Fund's investment manager is Aberdeen Asset Management Asia
Limited ("Investment Manager"), a Singapore corporation located at 21 Church Street, #01-01 Capital Square Two,
Singapore 049480. The Investment Manager serves as investment manager to both equity and fixed income
investment portfolios for a range of clients. The Investment Manager, in accordance with the Fund's stated investment
objectives, policies and limitations and subject to the supervision of the Fund's Board of Directors, manages the
Fund's investments and makes investment decisions on behalf of the Fund, including the selection of, and being
responsible for the placement of orders with, brokers and dealers to execute the Fund's portfolio transactions.

The Fund's investment adviser is Aberdeen Asset Management Limited ("Investment Adviser"), an Australian
corporation affiliated with the Investment Manager. The Investment Adviser is located at Level 6, 201 Kent Street,
Sydney, NSW 2000, Australia. The Investment Adviser's principal business focus is to provide investment
management services with regard to equity and fixed income investments in Australian securities. The Investment
Adviser makes recommendations to the Investment Manager as to specific portfolio securities to be purchased,
retained or sold by the Fund and provides or obtains such research and statistical data as may be necessary in
connection therewith.

The Investment Adviser is a wholly-owned subsidiary of the Investment Manager. The Investment Manager is a
wholly-owned subsidiary of Aberdeen Asset Management PLC ("Aberdeen PLC"), a Scottish company, that is the
parent company of an asset management group (the "Aberdeen Group") managing approximately $287 billion of
assets as of December 31, 2010 for both institutions and private individuals from offices around the world. See
"Management of the Fund The Investment Manager and the Investment Adviser."

The Fund pays a fee to the Investment Manager computed at the annual rate of 1.10% of the Fund's average weekly
Managed Assets (defined as net assets plus the amount of any borrowings for investment purposes) up to $50 million,
0.90% of such assets between $50 million and $100 million, and 0.70% of such assets in excess of $100 million,
computed as of the end of each week and payable at the end of each calendar month.

The Investment Manager pays the fees of the Investment Adviser. These fees are computed at the annual rate of
0.30% of the Fund's average weekly Managed Assets up to $50 million, 0.25% of such assets between $50 million and
$100 million, and 0.15% of such assets in excess of $100 million, computed as of the end of each week and payable at
the end of each calendar month.

Portfolio Managers The following persons have day-to-day management of the Fund's portfolio Hugh Young,
Managing Director of the Investment Manager; Augustine Mark Daniels, a Director of the Investment Adviser; and
Michelle Lopez, Robert Penaloza and Natalie Tam. See "Management of the Fund Portfolio Management."
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Administrator Aberdeen Asset Management Inc., 1735 Market Street, 3274 Floor, Philadelphia, Pennsylvania 19103,
acts as the Fund's administrator ("Administrator"). The Administrator is a subsidiary of Aberdeen PLC and an affiliate
of the Investment Manager and Investment Adviser. The Fund pays a fee to the Administrator at an annual rate equal
to 0.08% of the Fund's average weekly Managed Assets between $0 and $500 million, 0.07% of such assets between
$500 million and $1.5 billion, and 0.06% of such assets in excess of $1.5 billion. The Administrator delegates certain
of its responsibilities to a sub-administrator, State Street Bank and Trust Company. See "Management of the

Fund Administrator."

Custodian and Transfer Agent State Street Bank and Trust Company, One Heritage Drive, North Quincy,
Massachusetts 02171, acts as the Fund's custodian. Computershare Trust Company, N.A. and Computershare Inc., 250
Royall Street Canton, Massachusetts 02021, act as the Fund's stock transfer agent and dividend paying agent,
respectively. Computershare Trust Company, N.A. also sponsors and administers a Dividend Reinvestment and Direct
Stock Purchase Plan which is available to shareholders. See "Management of the Fund Custodian and Transfer Agent."

Dividends and Distributions The Board of Directors has implemented a managed distribution policy of paying
quarterly distributions at an annual rate, set once a year, that is a percentage of the rolling average of the Fund's prior
four quarter-end net asset values. The current rolling distribution rate is 10%, but this rate may be changed by the
Board in response to, among other things, market conditions. A significant portion of the Fund's distributions for the
fiscal year ended October 31, 2010 represented a return of capital (rather than income or capital gains). If the Fund's
distributions were to continue to consist of a large amount of return of capital, it would result in a deterioration of the
Fund's assets. There can be no assurance that the Board will continue a managed distribution policy. See "Dividends
and Distributions."

Dividend Reinvestment and Direct Stock Purchase Plan Computershare Trust Company, N.A. sponsors and
administers a Dividend Reinvestment and Direct Stock Purchase Plan (the "Plan") which is available to shareholders.
Additional information about the Plan and a brochure that includes the terms and conditions of the Plan may be
obtained at www.computershare.com/buyaberdeen or by calling Computershare Trust Company, N.A. at
1-800-647-0584. For both purchases and reinvestment purposes, shares acquired through the Plan will be purchased in
the open market at the current share price and cannot be issued directly by the Fund.

Taxation Withholding and/or other taxes may apply in the countries in which the Fund invests, which will reduce
the Fund's cash return in those countries. The Fund intends to elect, when eligible, to "pass-through" to the Fund's
shareholders the ability to claim (subject to limitations) a deduction or credit for the amount of foreign income and
similar
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taxes paid by the Fund. Tax considerations for an investor in the Fund are summarized under "Taxation." See also
"Risks and Special Considerations."

Share Repurchase Program  Under the Fund's share repurchase program, the Fund is permitted to repurchase up to
10% of its outstanding shares on the open market during any 12-month period if and when the discount from net asset
value is at least 8%. The Fund may borrow to repurchase shares under this program. There have not been any
repurchases of shares under this program since 2009. Applicable law may prevent such repurchases during the
offering of the Shares described herein. See "Description of Shares-Share Repurchase Program."
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SUMMARY OF FUND EXPENSES

Shareholder Transaction Expenses

Sales Load (as a percentage of offering price)(1) %
Offering Expenses (as a percentage of offering price)(1) %
Dividend Reinvestment and Cash Purchase Plan Fees(2)

Annual Operating Expenses (As a Percentage of Average Net Assets Attributable to the Fund's Common
Stock)

Management Fee(3) 0.82%
Other Expenses(4)(5) 0.50%
Total Annual Operating Expenses 1.32%

(1) If the Shares are sold to or through underwriters, the Prospectus Supplement will set forth any applicable sales
load and the estimated offering expenses.

(2) If you participate in the Dividend Reinvestment and Direct Stock Purchase Plan sponsored and administered by
Computershare Trust Company, N.A., you will be subject to any fees imposed by Computershare Trust Company,
N.A.

(3) See "Management of the Fund The Investment Manager and the Investment Adviser" for additional information.
(4) "Other Expenses" have been estimated for the current fiscal year.

(5) Includes an administration fee of 0.08% of average net assets attributable to the Fund's common stock. See
"Management of the Fund - Administrator" for additional information.

Example
An investor would pay the following expenses on a $1,000 investment in the Fund, assuming a 5% annual return:

One Year Three Years Five Years Ten Years
$ 13 $ 42 $ 72 $ 159

The above table and example are intended to assist investors in understanding the various costs and expenses directly
or indirectly associated with investing in Shares of the Fund. The "Example" assumes that all dividends and other
distributions are reinvested at net asset value and that the percentage amounts listed in the table above under Total
Annual Operating Expenses remain the same in the years shown. The above table and example and the assumption in
the example of a 5% annual return are required by regulations of the SEC that are applicable to all investment
companies; the assumed 5% annual return is not a prediction of, and does not represent, the projected or actual
performance of the Fund's Shares. For more complete descriptions of certain of the Fund's costs and expenses, see
"Management of the Fund" and "Expenses."

The example should not be considered a representation of past or future expenses, and the Fund's actual

expenses may be greater than or less than those shown. Moreover, the Fund's actual rate of return may be
greater or less than the hypothetical 5% return shown in the example.
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FINANCIAL HIGHLIGHTS

The financial highlights table is intended to help you understand the Fund's financial performance. Information is
shown for the Fund's last ten fiscal years. Certain information reflects financial results for a single Fund Share. The
following information has been audited by KPMG LLP, independent registered public accounting firm for the Fund,
for the fiscal years ended October 31, 2010 and 2009, and by another independent registered public accounting firm
for the fiscal years prior to the fiscal year ended October 31, 2009, each of whose reports thereon were unqualified.
The report of KPMG LLP, together with the financial statements of the Fund, are included in the Fund's October 31,
2010 Annual Report, and are included in the SAI, which is available upon request.

Year Ended October 31,
2010 2009 2008 2007 2006

Per share operating performance(1):
Net asset value,
beginning of
year/period $ 10.96 $ 837 $ 1853 $ 1325 $ 1175
Net investment
income 0.32 0.29 0.51 0.39 0.41
Net realized
and unrealized
on investments
and foreign
currencies 1.31 3.34 (8.83) 6.47 2.47
Total from
investment
operations 1.63 3.63 (8.32) 6.86 2.88
Distributions from:
Net investment
income (0.50) (0.31) (0.24) (0.53) (0.48)
Long-term
capital gains (0.06) (0.84) (0.98) (0.90)
Tax return of
capital (0.45) (0.73) (0.76)
Total
distributions (1.01) (1.04) (1.84) (1.51) (1.38)
Payment by
shareholder of
short-swing
profit 3)
Capital
reduction with
respect to
issuance of
Fund shares
Increase
resulting from
Fund share
repurchase (0.07)

$ 11.58 $ 10.96 $ 8.37 $ 1853 $ 13.25
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Net asset value,

end of

year/period

Market price

per share, end

of year/period $ 1270 $ 1140 $  8.60 $ 1825 $ 14.00
Total investment return based on(2):

Market value 21.62% 50.76% (45.57)% 43.46% 20.09%
Net asset value 15.35% 48.92% (47.83)% 53.91% 25.66%

Ratio to average net assets/supplemental data:

Net assets, end

of year/period

(000 omitted) $ 223,173 $ 210,866 $ 160,886 $ 354,970 $ 223,588
Average net

assets (000

omitted) $ 211,324 $ 163,795 $ 282,702 $ 283,749 $ 209,507
Net expense 1.39% 1.73% 1.26% 1.44% 1.45%
Expenses

without

reimbursement

expenses 1.39% 1.73% 1.26% 1.51% 1.55%
Net investment

income 2.91% 3.41% 3.46% 2.56% 3.31%
Portfolio

turnover 11% 16% 22% 30% 16%

(1) Based on average shares outstanding.

(2) Total investment return is calculated assuming a purchase of common stock on the first day and a sale on the last
day of each period reported. Dividends and distributions, if any, are assumed, for purposes of this calculation, to be
reinvested at prices obtained under the Fund's dividend reinvestment plan. Total investment return does not reflect
brokerage commissions.

(3) Amount is less than $0.005 per share.
NOTE: Contained above is operating performance for a share of common stock outstanding, total investment return,
ratios to average net assets and other supplemental data for each of the periods indicated. This information has been

determined based upon financial information provided in the financial statements and market value data for the Fund's
shares.
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FINANCIAL HIGHLIGHTS (Concluded)

Year Ended October 31,

2005 2004 2003 2002
Per share operating performance(1):
Net asset value,
beginning of
year $ 10.64 $ 938 $ 6.84 $ 597
Net investment
income 37 0.28 0.12 0.15
Net realized
and unrealized
gains/(losses)
on
investments
and foreign
currencies 1.79 1.76 2.58 0.93
Total from
investment
operations 2.16 2.04 2.70 1.08
Distributions from:
Net investment
income (.51) (0.30) (0.10) (0.15)
Long-term
capital gains (.54) (0.36) (0.07) (0.07)
Tax return of
capital (0.12)
Total
distributions (1.05) (0.78) (0.17) (0.22)
Payment by
shareholder of
short-swing
profit
Capital
reduction with
respect to
issuance of
Fund shares
Increase
resulting from
Fund share
repurchase 0.01 0.01
Net asset value,
end of year $ 11.75 $ 10.64 $ 9.38 $ 684
Market price
per share, end
of year $ 1299 $ 10.25 $ 8.40 $ 5.73
Total investment return based on(2):
Market value 38.98% 32.53% 50.40% 12.55%

2001

6.86

0.12

(0.33)

(0.21)

(0.68)

(0.68)

3)

5.97

5.29

1.06%
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Net asset value 21.11% 23.19% 40.69% 19.04% (2.32)%
Ratio to average net assets/supplemental data:

Net assets, end

of year (000

omitted) $ 197,421 $ 178,551 $ 157,419 $ 115,490 $ 102,361
Average net

assets (000

omitted) $ 194,946 $ 166,284 $ 128,662 $ 114,213 $ 115,051
Net expense 1.48% 1.75% 2.55% 1.76% 1.80%
Expenses

without

reimbursement

expenses 1.48% 1.75% 2.55% 1.76% 1.80%
Net investment

income 3.21% 2.85% 1.66% 2.33% 1.77%
Portfolio

turnover 28% 23% 32% 56% 50%

(1) Based on average shares outstanding.

(2) Total investment return is calculated assuming a purchase of common stock on the first day and a sale on the last
day of each period reported. Dividends and distributions, if any, are assumed, for purposes of this calculation, to be
reinvested at prices obtained under the Fund's dividend reinvestment plan. Total investment return does not reflect
brokerage commissions.

(3) Less than $0.005 per share.

NOTE: Contained above is operating performance for a share of common stock outstanding, total investment return,
ratios to average net assets and other supplemental data for each of the periods indicated. This information has been
determined based upon financial information provided in the financial statements and market value data for the Fund's
shares.

USE OF PROCEEDS

The Fund intends to invest the net proceeds of offerings in accordance with its investment objectives and policies. It is
anticipated that the Fund will be able to invest substantially all of the net proceeds of an offering in accordance with
its investment objectives and policies within approximately 60 days after completion of the offering. Pending such
investment, the Fund anticipates investing the proceeds in short-term securities issued by the U.S. government or its
agencies or instrumentalities or in high quality, short-term or long-term debt obligations or money market instruments.
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THE FUND

The Fund is a non-diversified, closed-end management investment company registered under the Investment
Company Act of 1940, as amended ("1940 Act"). The Fund is designed for investors seeking experienced professional
management of a portfolio of Australian securities. An investment in the Fund may not be appropriate for all investors
and should not be considered to be a complete investment program. An investment in the Fund involves risks that you
should consider before purchasing Shares. See "Risks and Special Considerations." The Fund's principal office is
located at 1735 Market Street, 327 Floor, Philadelphia, Pennsylvania 19103.

DESCRIPTION OF SHARES

The Fund, which was incorporated under the laws of the State of Maryland on September 30, 1985, is authorized to
issue 50,000,000 shares. In April 2006, the Board of Directors approved the reclassification of 10,000,000 of the
Fund's authorized but unissued shares of preferred stock, $.01 par value per share, as 10,000,000 shares of the Fund's
common stock, $.01 par value per share. There are currently authorized 30,000,000 shares of common stock, $.01 par
value per share, and 20,000,000 shares of preferred stock, $.01 par value per share. As of the date of this Prospectus,
the Fund has not issued any shares of preferred stock and the Board of Directors has no present intention to issue
shares of preferred stock. All references to "stock" or "shares" herein refer to common stock, unless otherwise
indicated. Each share of common stock has equal voting, dividend, distribution and liquidation rights. The Shares
outstanding are, and, when issued, the Shares offered by this Prospectus will be, fully paid and non-assessable. Shares
are not redeemable and have no preemptive, conversion or cumulative voting rights. The number of Shares
outstanding as of January 31, 2011 was 21,777,602.

The Fund's outstanding Shares are, and, when issued, the Shares offered by this Prospectus will be, publicly held and
listed and traded on the Amex. The Fund determines its net asset value on a daily basis. The following table sets forth,
for the quarters indicated, the highest and lowest daily closing prices on the Amex per share of common stock, and the
net asset value per share and the premium to or discount from net asset value, on the date of each of the high and low
market prices. The table also sets forth the number of Shares traded on the Amex during the respective quarters.

NAY per Share
on Date of Premium/(Discount)
Market on Date of Market

Price High Amex Market Price Price High

and Low(1) Per Share(2) and Low(3) Trading
During
Quarter
Ended High Low High Low High Low Volume(4)
January
31,2009 $ 9.14 $ 6.17 $ 9.42 $ 532 3.06% (13.78)% 3,241,253
April
30,2009 $ 7.69 $ 6.14 $ 7.57 $ 5.38 (1.56)% (12.38)% 4,143,331
July 31,
2009 $ 8.92 $ 8.09 $ 10.66 $ 7.62 19.51% (5.81)% 5,220,264
October
31,2009 $ 11.37 $ 9.79 $ 13.19 $ 997 16.01% 1.84% 4,499,024
January
31,2010 $ 11.50 $ 10.80 $ 13.25 $ 10.53 15.22% (2.50)% 4,231,101
April
30,2010 $ 12.07 $ 10.52 $ 12.60 $ 10.20 4.39% (3.04)% 3,172,456
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July 31,
2010 $ 11.56 $ 9.25 $ 11.64 $ 9.05 0.69% (2.16)% 5,523,220
October
31,2010 $ 11.76 $ 9.83 $ 12.76 $ 9.90 8.50% 0.71% 4,945,773
January
31,2011 $ 12.17 $ 11.56 $ 13.53 $ 11.31 11.18% (2.16)% 7,421,201

(1) Based on the Fund's computations.
(2) Source: The NYSE Amex Equities.
(3) Based on the Fund's computations.
(4) Source: Bloomberg.

On January 31, 2011, the per Share net asset value was $11.62 and the per Share market price was $11.74,
representing a 1.03% premium over such net asset value.

The Fund's Shares have traded in the market below, at and above net asset value since the commencement of the
Fund's operations. However, it has been the case that the Fund's Shares have traded at a discount from net
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asset value. The Fund cannot determine the reasons why the Fund's Shares trade at a premium to or discount from net
asset value, nor can the Fund predict whether its Shares will trade in the future at a premium to or discount from net
asset value, or the level of any premium or discount. Shares of closed-end investment companies frequently trade at a
discount from net asset value.

Share Repurchase Program. On March 1, 2001, the Fund's Board of Directors approved a share repurchase program.
The Board of Directors amended the program on December 12, 2007. The stock repurchase program permits the Fund
to repurchase up to 10% of its outstanding shares on the open market during any 12-month period, if and when the
discount from net asset value is at least 8%. All purchases must be made in compliance with applicable legal
requirements and such requirements may prevent the Fund from making such repurchases during the offering of
Shares described in this Prospectus.

When the Fund repurchases its shares for a price below their net asset value, the net asset value of the shares that
remain outstanding will be enhanced, but this does not necessarily mean that the market price of those outstanding
shares will be affected. Any acquisition of shares by the Fund will decrease the amount of total assets of the Fund and
therefore may increase the Fund's expense ratio. Furthermore, if the Fund borrows to finance share repurchases,
interest on such borrowings will reduce the Fund's net investment income. (The Fund's fundamental investment
restrictions permit it to borrow to the extent permitted, or not prohibited, by the 1940 Act, and related rules and
regulatory interpretations.) If the Fund must liquidate a portion of its investment portfolio in connection with a share
repurchase, such liquidation might be at a time when independent investment judgment would not dictate such action,
increasing the Fund's overall portfolio turnover and making it more difficult for the Fund to achieve its investment
objective. Since inception of the share repurchase program, the Fund has repurchased 435,500 Shares, for a total
consideration of $2,567,294, with a cumulative effect of increasing the Fund's per Share net asset value by 3.11 cents.
There have not been any repurchases of shares under this program since 2009.

The following information regarding the Fund's authorized shares is as of January 31, 2011.

Amount
Outstanding
Amount Held Exclusive of
Amount by Fund for Amount held

Title of Class Authorized its own Account by Fund
Common Stock 30,000,000 0 21,777,602
Preferred Stock 20,000,000 0 0

INVESTMENT OBJECTIVES

The Fund's principal investment objective is long-term capital appreciation through investment primarily in equity
securities of Australian companies listed on the ASX. Its secondary objective is current income, which is expected to
be derived primarily from dividends and interest on Australian corporate and governmental securities. There can be no
assurance the Fund will achieve its investment objectives. The Fund's investment objectives and each of the
percentage limitations on investments set forth below in "Investment Policies," unless otherwise indicated, are
fundamental policies that may not be changed without the approval of a majority of the Fund's outstanding voting
securities. Under the 1940 Act, a majority of the Fund's outstanding voting securities means the lesser of (i) 67% or
more of the shares represented at a meeting at which more than 50% of the outstanding shares are represented or (ii)
more than 50% of the outstanding shares. In the event that the Fund issues preferred shares, changes in fundamental
policies would also require approval by a majority of the outstanding preferred shares, voting as a separate class.
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INVESTMENT POLICIES

The Board of Directors has adopted a policy that, for as long as the name of the Fund remains Aberdeen Australia
Equity Fund, Inc., the Fund will invest at least 80% of its net assets, plus the amount of any borrowings
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for investment purposes, in equity securities, consisting of common stock, preferred stock and convertible stock, of
Australian companies listed on the Australian Stock Exchange Limited. For these purposes, "Australian companies"
means companies that are tied economically to Australia. The following criteria will be considered in determining if a
company is "tied economically" to Australia: whether the company (i) is a constituent of the S&P ASX 200
Accumulation Index ("S&P/ASX 200"); (ii) has its headquarters located in Australia; (iii) pays dividends on its stock
in Australian dollars; (iv) has its accounts audited by Australian auditors; (v) is subject to Australian taxes levied by
the Australian Taxation Office; (vi) holds its annual general meeting in Australia; (vii) has common stock/ordinary
shares and/or other principal class of securities registered with Australian regulatory authorities for sale in Australia;
or (viii) is incorporated in Australia. Certain of these criteria can be considered on their own in determining whether a
company is "tied economically" to Australia, while others are only considered in combination with other criteria. Most
of the Fund's holdings meet several of the above-listed criteria. The Fund uses such criteria for the following reasons:
the S&P/ASX 200 is a primary benchmark for equity investment in Australia and constituents of the index represent
the majority of market capitalization for listed companies on the Australian Stock Exchange; location in Australia of a
company's headquarters, auditors or site of its annual meeting are indicative of where key strategic planning and
direction of the company take place; payment of dividends may be an important component of returns in which
earnings are distributed to shareholders; payment of taxes generally evidences that assets of the company are resident
in, or that income is earned in, Australia; registration of securities for sale in Australia indicates that the company is
seeking capital from Australian securities markets; and incorporation in Australia establishes corporate domicile and
subjects the company to Australian legal, tax and regulatory requirements. This 80% investment policy is a
non-fundamental policy of the Fund and may be changed by the Board of Directors upon 60 days' prior written notice
to shareholders. However, it is a fundamental policy of the Fund to normally invest at least 65% of its total assets in
equity securities, consisting of common stock, preferred stock and convertible preferred stock, listed on the ASX. The
Fund's equity investments are generally limited to securities of companies that are listed on the ASX. These
investments may include securities of New Zealand issuers that are listed on the ASX. However, up to 10% of the
value of the Fund's total assets (at the time of purchase) may be invested in unlisted equity securities.

The Fund may also invest in debt securities, consisting of notes and debentures of Australian companies, bills and
bonds of the Federal and State governments of Australia and U.S. Government securities. Such debt securities will be
rated in one of the four highest rating categories by a nationally recognized statistical rating organization or, if
unrated, determined to be of comparable quality by the Investment Manager, and will typically have a maturity of 10
years or less. During periods when, in the Investment Manager's judgment, changes in the Australian market or other
economic conditions warrant a defensive economic policy, the Fund may temporarily reduce its position in equity
securities and increase its position in debt securities or in money market instruments having a maturity of not more
than six months and consisting of Australian bank time deposits; bills and acceptances; Australian Federal Treasury
bills; Australian corporate notes; and U.S. Treasury bills. The Fund may also invest in such money market instruments
in order to meet dividend and expense obligations.

The Fund invests its assets in a broad spectrum of Australian and New Zealand industries, including metals and
minerals, other natural resources, construction, electronics, food, appliances and household goods, transport, tourism,
the media and financial institutions. In selecting industries and companies for equity investment, the Investment
Manager may, among other factors, consider overall growth prospects, competitive positions in domestic and export
markets, technology, research and development, productivity, labor costs, raw material costs and sources, profit
margins, return on investment, capital resources, management and government regulation.

The Fund's investments in Australian debt securities and Australian money market instruments are limited to

obligations of Australian Federal and State governments, governmental agencies and authorities, listed corporate
issuers and banks considered to be creditworthy by the Investment Manager.
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In 1999, the Fund received a no-action assurance letter from the SEC staff to permit the Fund to concentrate its
portfolio investments under certain circumstances. The Fund will not invest in a security if, after the investment, more
than 25% of its total assets would be invested in any one industry or group of industries,
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provided that the Fund may invest between 25% and 35% of its total assets in the securities of any one industry group
if, at the time of investment, that industry group represents 20% or more of the S&P/ASX 200. The no-action letter
issued by the SEC staff referred to industry sectors of the Australian All Ordinaries Index, then the Fund's
performance benchmark. The Fund's performance benchmark was subsequently changed to the S&P/ASX 200, as
reported to shareholders in the Fund's semi-annual report for the period ended April 30, 2000. The S&P/ASX 200
comprises the top 200 companies listed on the ASX by market capitalization, and was introduced by the ASX in April
2000. The S&P/ASX 200 most closely represents the universe of stocks that are held by the Fund. Standard & Poor's
subsequently discontinued the use of the ASX classification system for the S&P/ASX 200 and replaced such
classification system with the Global Industry Classification Standard ("GICS"). The GICS classification tier of 23
Industry Groupings, which the Fund currently uses for its concentration policy, is the classification most comparable
to the 24 ASX sectors formerly used by both the Australian All Ordinaries Index and the S&P/ASX 200.

The Fund does not trade in securities for short-term gain. The Fund's annual portfolio turnover rate for its fiscal year
ended October 31, 2010 was 11%. The portfolio turnover rate is calculated by dividing the lesser of sales or purchases
of portfolio securities by the average monthly value of the Fund's portfolio securities. For purposes of this calculation,
portfolio securities exclude purchases and sales of debt securities having a maturity at the date of purchase by the
Fund of one year or less.

Repurchase Agreements

The Fund may enter into repurchase agreements with banks and broker-dealers when it deems it advisable. A
repurchase agreement is a contract under which the Fund acquires a security for a relatively short period (usually no
more than one week) subject to the obligations of the seller to repurchase and the Fund to resell such security at a
fixed time and price (representing the Fund's cost plus interest). The Investment Manager will monitor the value of
such securities daily to determine that the value equals or exceeds the repurchase price. Under the 1940 Act,
repurchase agreements are considered to be loans made by the Fund which are collateralized by the securities subject
to repurchase. See also "Risks and Special Considerations."

Loans of Portfolio Securities

The Fund's investment policies permit the Fund to enter into securities lending agreements. Under such agreements,
the Fund may lend to borrowers (primarily banks and broker-dealers) portfolio securities with an aggregate market
value of up to one-third of the Fund's total assets when it deems advisable. Any such loans must be secured by
collateral (consisting of any combination of cash, U.S. government securities, irrevocable bank letters of credit or
other high quality debt securities) in an amount at least equal, on a daily marked-to-market basis, to the current market
value of the securities loaned. Cash collateral will be invested by the lending agent in short-term instruments, money
market mutual funds or other collective investment funds, and income from these investments will be allocated among
the Fund, the borrower and the lending agent. The Fund may terminate a loan after such notice period as is provided
for the particular loan. The Fund will receive from the borrower amounts equivalent to any cash payments of interest,
dividends and other distributions with respect to the loaned securities, although the tax treatment of such payments
may differ from the treatment of distributions paid directly by the issuer to the Fund. The Fund also has the option to
require non-cash distributions on the loaned securities to be credited to its account. The terms of the Fund's lending
arrangement includes provisions to permit the Fund to vote the loaned securities. See also "Risks and Special
Considerations."

INVESTMENT RESTRICTIONS

The following restrictions are fundamental policies, which cannot be changed without the approval of the holders of a
majority of the Fund's outstanding voting securities. In the event that the Fund issues preferred shares, changes in
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investment restrictions would also require approval by a majority of the outstanding preferred
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shares, voting as a separate class. If a percentage restriction on investment or use of assets set forth below is adhered
to at the time a transaction is effected, later changes in a percentage resulting from changing values will not be
considered a violation.

The Fund may not:
(1) Purchase securities on margin, except such short-term credits as may be necessary for the clearance of securities.
(2) Make short sales of securities or maintain a short position.

(3) (a) Issue senior securities except (i) insofar as the Fund may be deemed to have issued a senior security in
connection with any repurchase or securities lending agreement or any borrowing permitted by its investment
restrictions, and (ii) that the Fund may issue one or more series of a class of preferred stock, if permitted by its
Articles; or (b) borrow money, except as permitted under, or to the extent not prohibited by, the 1940 Act, as
amended, and rules thereunder, as interpreted or modified by regulatory authority having jurisdiction, from time to
time.

(4) Buy or sell commodities, commodity contracts, real estate or interests in real estate, except that the Fund may buy
and sell shares of real estate unit investment trusts which are listed on the ASX and which hold interests in real estate.

(5) Make loans (except that the Fund may purchase debt securities whether or not publicly traded or privately placed
or may enter into repurchase and securities lending agreements consistent with the Fund's investment policies).

(6) Make investments for the purpose of exercising control or management.

(7) Act as an underwriter (except to the extent the Fund may be deemed to be an underwriter in connection with the
sale of securities in the Fund's investment portfolio).

(8) Invest more than 25% of its assets in a particular industry or group of industries, provided, however, that the Fund
may invest between 25% and 35% of its total assets in the securities of any one industry group if, at the time of
investment, that industry group represents 20% or more of the S&P/ ASX 200 Accumulation Index.

RISKS AND SPECIAL CONSIDERATIONS

An investment in the Fund involves certain risks and considerations, including risks and considerations not typically
associated with funds that invest only in U.S. securities. These risks and considerations are described below.

Currency Exchange Rate Fluctuations. Currency exchange rates can fluctuate significantly over short periods and
can be subject to unpredictable changes based on a variety of factors, including political developments and currency
controls by foreign governments. The Fund will normally hold almost all its assets in Australian dollar denominated
securities, although some assets may be denominated in New Zealand dollars. Accordingly, a change in the value of
the Australian dollar or New Zealand dollar against the U.S. dollar will generally result in a change in the U.S. dollar
value of the Fund's assets. Such a change may thus decrease the Fund's net asset value.

In addition, although most of the Fund's income will be received or realized primarily in Australian dollars, the Fund
will be required to compute and distribute its income in U.S. dollars. Therefore, for example, if the exchange rate for
the Australian dollar declines after the Fund's income has been accrued and translated in U.S. dollars, but before the
income has been received or converted into U.S. dollars, the Fund could be required to liquidate portfolio securities to
make distributions. Similarly, if the exchange rate declines between the time the Fund incurs expenses in U.S. dollars
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and the time such expenses are paid, the amount of Australian dollars required to be converted into U.S. dollars in
order to pay those expenses will be greater than the Australian dollar
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equivalent of those expenses at the time they were incurred. Similar effects may result from the Fund's investments
that are New Zealand dollar denominated.

Currency exchange rate fluctuations can decrease or eliminate income available for distribution or, conversely,
increase income available for distribution. For example, in some situations, if certain currency exchange losses exceed
net investment income for a taxable year, the Fund would not be able to make ordinary income distributions, and all or
a portion of distributions made before the losses were realized but in the same taxable year would be recharacterized
as a return of capital to shareholders for U.S. federal income tax purposes, thus reducing shareholders' cost basis in
their Fund shares, or as a capital gain distribution, rather than as an ordinary income dividend.

Equity Risk. The value of equity securities, including common stock, preferred stock and convertible stock, will
fluctuate in response to factors affecting the particular company, as well as broader market and economic conditions.
Moreover, in the event of the company's bankruptcy, claims of certain creditors, including bondholders, will have
priority over claims of common stock holders and are likely to have varying types of priority over holders of preferred
and convertible stock.

Foreign Securities Risk. Investments in foreign securities that are traded on foreign markets, including Australian and
New Zealand securities, are subject to risks of loss that are different from the risks of investing in U.S. securities.
These include the possibility of losses due to currency fluctuations (see "Currency Exchange Rate Fluctuations"), or to
adverse political, economic or diplomatic developments in Australia and New Zealand, including possible increases in
taxes. Additionally, accounting, auditing, financial reporting standards and other regulatory practices and
requirements for securities in which the Fund may invest vary from those applicable to entities subject to regulation in
the United States. The Australian securities market for both listed and unlisted securities may be more volatile and less
liquid than the major U.S. markets. In addition, the cost to the Fund of buying, selling and holding securities in the
Australian market may be higher than in the United States. Any higher expenses of non-U.S. investing may reduce the
amount the Fund can earn on its investments and typically results in a higher operating expense ratio than for
investment companies that invest only in the United States. Regulatory oversight of the Australian securities market
may differ from that of U.S. markets. There also may be difficulty in invoking legal protections across borders.

Foreign Custody. The Fund's custodian generally holds the Fund's non-U.S. securities and cash in non-U.S. bank
sub-custodians and securities depositories generally in Australia. (See "Management of the Fund Custodian and
Transfer Agent.") Regulatory oversight of non-U.S. banks and securities depositories may differ from that in the U.S.
Additionally, laws applicable to non-U.S. banks and securities depositories may limit the Fund's ability to recover its
assets in the event the non-U.S. bank, securities depository or issuer of a security held by the Fund goes bankrupt.

Net Asset Value Discount. Shares of closed-end investment companies frequently trade at a discount from net asset
value. This characteristic is a risk separate and distinct from the risk that net asset value will decrease. The Fund's
shares have frequently traded in the market below net asset value since the commencement of the Fund's operations.
However, during the 12-month period ended October 31, 2010, the Fund's Shares have traded in the market at an
average premium over net asset value of 3.69%. The Fund cannot predict whether its Shares in the future will trade at,
below or above net asset value. This risk that shares of a closed-end fund might trade at a discount is more significant
for investors who wish to sell their shares in a relatively short period of time. For those investors, realization of gain or
loss on their investment is likely to be more dependent upon the existence of a premium or discount than upon
portfolio performance.

Distribution Rate. The Fund has a managed distribution policy under which quarterly distributions, at a rate
determined annually by the Board of Directors, are paid from current income, supplemented by realized capital gains
and, to the extent necessary, paid-in capital. See "Dividends and Distributions - Managed Distribution Policy." There
can be no assurance that the distribution rate set at any time, or the policy itself, will be
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maintained. To the extent total distributions for a year exceed the Fund's net investment income, such excess will be
deemed for U.S. federal income tax purposes to have been distributed from realized capital gains and/or will be treated
as return of capital, as applicable. The Fund's managed distribution policy may, in certain situations, cause the Fund to
make taxable distributions to shareholders in excess of the minimum amounts of such taxable distributions required to
avoid liability for federal income and excise taxes. Such excess taxable distributions may, in such situations, cause
shareholders to be liable for taxes for which they would not otherwise be liable if the Fund only paid that amount
required to avoid liability for federal income and excise taxes. The Fund's income distributions and its capital and
currency gains distributions are determined in accordance with income tax regulations that may differ from accounting
principles generally accepted in the United States. These differences are primarily due to differing treatments for
foreign currencies.

If the Fund's investments do not generate sufficient income, the Fund may be required to liquidate a portion of its
portfolio to fund these distributions, and therefore a portion or all of such distributions may represent a reduction of
the shareholders' principal investment. Such liquidation might be at a time when independent investment judgment
would not dictate such action, increasing the Fund's overall portfolio turnover (and related transaction costs) and
making it more difficult for the Fund to achieve its investment objective.

Non-Diversified Status. The Fund is classified as a "non-diversified" management investment company under the
1940 Act. This means that the Fund is not subject to limits under the 1940 Act as to the proportion of its assets that
may be invested in the securities of a single issuer. As a non-diversified investment company, the Fund may therefore
invest its assets in securities of a smaller number of issuers, and, as a result, would be subject to greater risk with
respect to its portfolio securities. Although the Fund must comply with certain diversification requirements in order to
qualify as a regulated investment company under the Internal Revenue Code of 1986, as amended ("Code"), the Fund
may be more susceptible to any single economic, political or regulatory occurrence than would be the case if it had
elected to diversify its holding sufficiently to be classified as a "diversified" management investment company under
the 1940 Act.

Share Repurchase Risk. Any acquisition by the Fund of its shares, pursuant to its share repurchase program, will
decrease the amount of total assets of the Fund and therefore may increase the Fund's expense ratio. Furthermore, if
the Fund borrows to finance share repurchases, interest on such borrowings would reduce the Fund's net investment
income. If the Fund liquidates a portion of its investment portfolio in connection with a share repurchase, such
liquidation might be at a time when independent investment judgment would not dictate such action, increasing the
Fund's overall portfolio turnover (and related transaction costs) and making it more difficult for the Fund to achieve its
investment objective.

Tax Considerations. The Fund intends to qualify and to continue to qualify as a regulated investment company under
the Code. If it so qualifies, it generally will be relieved of U.S. federal income tax on its investment company taxable
income and net capital gains, if any, which it distributes to shareholders in accordance with requirements under the
Code. In order to continue to meet the requirements of the Code applicable to regulated investment companies and to
minimize its U.S. federal income tax liability, it is the Fund's policy to distribute substantially all of its net income and
capital gains, if any, to shareholders. To the extent that the Fund has earnings available for distribution, its
distributions in the hands of shareholders may be treated as ordinary dividend income, although certain distributions
may be reported by the Fund as capital gain distributions, which would be treated as long-term capital gain, or
qualified dividend income, which may be eligible (for taxable years after 2012 only if additional legislation is
enacted) for long-term capital gain tax rates if certain holding period rules apply. Dividends and capital gains
distributions paid by the Fund are not expected to qualify for the corporate dividends-received deduction.
Distributions in excess of the Fund's current and accumulated earnings and profits will first reduce a shareholder's
basis in his shares and, after the shareholder's basis is reduced to zero, will constitute capital gains to the shareholder
who holds his shares as capital assets.
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Subject to certain limitations imposed by the Code, foreign taxes withheld from distributions or otherwise paid by the
Fund may be creditable or deductible by U.S. shareholders for U.S. federal income tax purposes, if the Fund is eligible
to and makes an election to treat the shareholders as having paid those taxes for U.S. federal income tax purposes. No
assurance can be given that the Fund will be eligible to make this election each year, but it intends to do so if it is
eligible. If the election is made, the foreign withholding taxes paid by the Fund will be includable in the U.S. federal
taxable income of shareholders. Non-U.S. investors may not be able to credit or deduct the foreign taxes, but they may
be deemed to have additional income from the Fund equal to their share of the foreign taxes paid by the Fund, subject
to U.S. withholding tax. Investors should review carefully the information discussed under the heading "Taxation" and
should discuss with their tax advisers the specific tax consequences of investing in the Fund.

Anti-Takeover Provisions. The Fund presently has provisions in its bylaws that may limit the ability of other entities
or persons to acquire control of the Fund. The bylaws provide for a staggered election of the Fund's Directors, who are
divided into three classes, each having a term of three years and until their successors are duly elected and qualify, or,
when filling a vacancy, for the unexpired portion of such term and until their successors are duly elected and qualify.
Thus, only Directors in a single class may be changed in any one year and it would require two years to change a
majority of the Board of Directors. This system of electing Directors may be regarded as "anti-takeover" because it
makes it more difficult for Fund shareholders to change a majority of the Fund's Directors and, thus, has the effect of
maintaining continuity of management. Other bylaw provisions that may be regarded as "anti-takeover:" (a) provide
specific requirements for shareholder-requested special meetings; (b) require that shareholders who wish to propose a
nominee for Director or have shareholders vote on other proposals satisfy certain advance written notice and
information requirements; (c) establish Director qualifications; (d) establish supermajority Board vote requirements
for certain actions, including mergers, dissolution, election of officers, officer and Director compensation, and the
amendment of the Director term and qualification requirements and the director quorum and voting requirements; (e)
establish restrictive approval requirements for an investment advisory agreement, a sub-advisory agreement or a
management agreement between the Fund and an affiliate of a disinterested director then serving on the Board or who
served on the Board in the two years prior to approval of such agreement; and (f) subject to such conditions as
provided in the bylaws, reserve to the Board the power to adopt, alter, or repeal the bylaws or any provision of the
bylaws.

Articles Supplementary approved by the Board of Directors subject the Fund to certain provisions of the Maryland
General Corporation Law with respect to unsolicited takeovers. These provisions: (a) require a two-thirds vote of the
shareholders to remove Directors; (b) provide that the number of Directors may be fixed only by the Board; (c)
provide that certain vacancies on the Board of Directors may be filled only by the vote of the remaining Directors and
those vacancies shall be filled until the end of the term of the directorship in which the vacancy occurs; and (d) require
that a shareholder-requested special meeting be called only on the request of the holders of a majority of the
outstanding shares.

The foregoing provisions may be regarded as "anti-takeover" provisions and may have the effect of depriving
shareholders of an opportunity to sell their shares at a premium over prevailing market prices. See "Certain Provisions
of the Maryland General Corporation Law and the Charter and Bylaws."

Australian Securities Risk. Because the Fund's investments are primarily in Australian securities, the Fund is
particularly vulnerable to loss in the event of adverse political, economic, financial and other developments that affect
Australia, including fluctuations of Australian currency versus the U.S. dollar. Also, Australia is located in a part of
the world that has historically been prone to natural disasters such as drought and is economically sensitive to
environmental events. Any such event could result in a significant adverse impact on the Australian economy.

Concentration Risk. The Fund's investment policies permit it to invest up to 35% of its total assets in the securities of
a single industry group, provided that, at the time of investment, that group represents 20% or more of the S&P/ASX
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200. At any time the Fund has such a concentration of investments in a single industry group, it
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will be particularly vulnerable to adverse economic, political and other factors that affect that industry group. An
industry sector can include more than one industry group. As of October 31, 2010, 30% of the Fund's net assets were
invested in the financials sector of the Standard & Poor's Global Industry Classification Sectors, making the Fund
particularly vulnerable to developments that negatively affect that sector. While the Fund did not concentrate its
investments in the materials sector, as of October 31, 2010, 23.6% of the Fund's total assets were invested in the
materials sector of the Standard & Poor's Global Industry Classification Sectors, making the Fund particularly
vulnerable to developments that negatively affect that sector. Concentration in the financials sector may make the
Fund vulnerable to risks of regulation, consolidation, financial innovation and technological progress. Significant
exposure to the materials sector may make the Fund vulnerable to risks that the issuers in such sector will
underperform the market as a whole due to legislative or regulatory changes and/or increased competition affecting
that sector.

Securities Lending Risk. In connection with its loans of portfolio securities, the Fund may be exposed to the risk of
delay in recovery of the loaned securities or possible loss of rights in the collateral should the borrower become
insolvent. The Fund also bears the risk of loss on the investment of cash collateral. There is also the risk that, in the
event of default by the borrower, the collateral might not be sufficient to cover any losses incurred by the Fund. There
can be no assurance that the return to the Fund from a particular loan, or from its loans overall, will exceed the related
costs and any related losses.

Repurchase Agreement Risk. Repurchase agreements may involve risks in the event of default or insolvency of the
seller, including possible delays or restrictions with respect to the Fund's ability to dispose of the underlying securities,
and the possibility that the collateral might not be sufficient to cover any losses incurred by the Fund.

Unlisted Securities Risk. The Fund may invest up to 10% of the value of its total assets (at the time of purchase) in
unlisted equity securities. Because the market for unlisted securities is not liquid, it may be difficult for the Fund to
sell these securities timely and at a desirable price. If not listed, such securities could nonetheless be resold in
privately negotiated transactions, although the price may be lower and the time to dispose of the security may take
considerably longer than for listed securities and the sale price may be lower than the price paid by the Fund. Unlisted
securities are not subject to the disclosure and other investor protection requirements of Australian law applicable to
listed securities.

Risks of Issuance of Preferred Shares. The Fund has authority to issue preferred shares. The Board has not yet
exercised this authority and has no current intention of exercising this authority. The following is a description of the
risks involved if the Fund were to issue preferred shares.

Leverage. The issuance of preferred shares would create leverage that would affect the amount of income available for
distribution on the Fund's shares of common stock as well as the net asset value of the shares of common stock. It is
expected that the initial dividend rate or rates that would be paid on any class or series of preferred shares would be
determined at the time of issuance and would depend on various factors, including market conditions prevailing at the
time. If the investment performance of the capital represented by the preferred shares fails to cover the dividends
payable thereon, the