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Disclaimer: ASX
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This material contains information only. ASX does not represent or warrant that
it is complete or accurate. The information is for education purposes only and
any advice should be sought from a professional adviser. If you are seeking
advice (including a recommendation or opinion) about a financial product you
should consult an Australian financial services licensee. To the extent
permitted by law, no responsibility for any loss arising in any way (including by
way of negligence) suffered by anyone acting or refraining from acting as a
result of this material is accepted by ASX. This disclaimer extends to any
private discussions or correspondence with the presenter of this information.

© copyright ASX Operations Pty Limited ABN 42 004 523 782 (‘ASXQO’). All
rights reserved. This publication should not be reproduced, stored in a retrieval
system or transmitted in any form, whether in whole or in part, without the prior
written consent of ASXO.



Find an Adviser ASX
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Visit www.asx.com.au

search by ‘find a broker’

1. Find a broker or a planner using the ASX compiled directories

ASX does not recommend individual advisers and provides this service to assist individuals
make their own decision on the best source of advice to meet their specific needs.
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ASX Quoted Warrants ASX
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What is a Quoted Instalment? asx

AUSTRHALIAN SECLIRITIES EXCHARGE

Similar to Telstra Instalment receipts

* Instalments allow you to gain full exposure to a share with part
payment now and an optional final payment later

« The holder of an instalment is entitled to all dividends,
distributions and franking credits following first payment.

« Generally issued between 1 to 15 years by a financial institution
« Tradable on-market (ASX) through a broker

« Offered over ‘blue chip/topl00’ ASX listed securities including
individual shares, LICs, ETFs etc

» Eligible form of gearing for Self Managed Super Funds (SMSF)
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Pricing a Quoted Instalment  asx
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Loan Loan
Aol (imited e
recourse)
$25.50 Soneh
$38.75
Capital «Capital contribution
Instalment
Spa:icee ($13.25)

$16 87 Funding *Funding cost -
. Cost ($362) *Prepaid Interest on loan provided

“*Loan protection

XYZ Share XYZ instalment
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Why invest in Quoted Instalments? Sx_
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* Generate wealth with a limited capital base

 Receive aregular and reliable income stream

e Safer gearing solution
Known and limited downside risk — First Instalment
No margin calls

o Tax effective

 Eligible form of gearing for SMSFs



Price change over time CASX
Loan Loan Loan Loan
(limited (limited
SIS recourse) Amount recourse)
$25.50 ($25.50) $2|\|5'5O ($25.50)
0O
change
Capital :
Instalment ($13.25) Instalment éigltzaé) Capital
$16.87 Cost $18.61 Decay
($3.62) +$1.74 Cost ($3.36) WENWIS)
XYZ instalment XYZ instalment Net

Share price $38.75 Share price $40.75 (+$2.00) (+$1.74)



What happens at Maturity? ASX
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Pay Completion Amount
— Receive underlying shares

Rollover Application
— Roll from expiring series to a new series.

Sell On-market
— Immediately before maturity sell on ASX

Do Nothing

— If Completion Payment greater than underlying share price then
nothing happens

— If Completion Payment less than underlying share price then
receive Assessed Value Payment (VWAP less Completion
Payment).



What has changed? @
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 The new SIS legislation approving investment by super
funds in Instalment warrants

 Introduction of limits on future contribution to super

 Recent tax legislation providing certainty in calculating
deductibility of interest payments — loan protection



Implications? ACY
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« Greater use of this form of leverage in Super funds
e Invest $50,000 to achieve approx $100,000 exposure

e Super members seeking to maximise investment returns
from salary sacrifice to SMSFs

« Greater tax effectiveness as a result of greater ‘up front’
deductible components - protection



Deductible Components ASX.

$$ added to
cost base Protection Protection
Greater
deductibility
Loan Loan

Interest Interest
XX% Loan protection protection
deductible EEEIIEIEE! up to RBA up to RBA
unsecured unsecured

PL rate PL rate

Funding pre 30.06.07 post 30.06.07 post 30.06.07

Deduct loan Deduct loan interest & Any amount over RBA

Cost interest only protection up to RBA rate rate add to cost base
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