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Important Information

General Advice Warning: This presentation has been prepared without taking account of the objectives, financial
situation or needs of any particular individual. Any individual should, before acting on the information in this
presentation, consider the appropriateness of the information, having regard to the individual's objectives, financial
situation and needs and, if necessary, seek appropriate professional advice.

Financial Services Guide: Unless agreed separately, we do not charge any fees for any information provided in
this presentation. You may be charged fees in relation to the financial products or other services Commonwealth
Private Ltd provides, these are set out in the Commonwealth Bank Financial Services Guide (FSG) and relevant
Product Disclosure Statements (PDS). Our employees may be eligible for an annual bonus payment. Bonus
payments are discretionary and based on objectives that include business outcomes, customer service, people
engagement, special tasks and people principals.

No Tax Advice: The examples provided in this presentation are for illustrative and discussion purposes only. In
particular, they are not intended as tax advice. It is general information only and is based on the continuation of
present laws and their interpretation. You should consult your independent tax adviser with regard to your own tax
situation.

Past Performance: Past performance is not a reliable indicator of future performance.

Do not distribute: All material presented in this presentation, unless specifically indicated otherwise, is under
copyright to the Commonwealth Bank Group. None of the material, nor its content, nor any copy of it, may be
altered in any way, transmitted to, copied or distributed to any other party, without the prior express written
permission of the Commonwealth Bank Group.

5 Commonwealth Bank /



Remember the good times!

Margin loans can amplify returns in good times

Dividends and earnings may offset or, indeed, cover interest costs after tax
There have been lots of good years (17 out of last 20 S&P/ASX200 Acc. Index)
“The darkest hour is just before dawn”

But bad years have a habit of turning up when least expected — gearing amplifies
losses too

“Know when to hold and when to fold”
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Client Rules : The 10 Commandments

1. Know how margin lending works
- LVRs
- Buffers
- Volatility
- Margin calls
2. Understand costs
- Interest rate changes
- Capitalising interest rates
3. Have long-term investment horizon
- Atleast 5 years
4. Enter the market carefully
- Drip feed or dollar cost averaging
5. Monitor LVR
- Translate LVR into price fall needed to make a call
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Client Rules : The 10 Commandments

10.

Do not gear the portfolio you wouldn’t!
- Swap gearing risk for portfolio risk
Avoid single stock exposure
- Sufficient stocks
- Adequate diversification
- Adequate liquidity
Have reserves at the ready
- Cash or redraw
- Home equity
- Fixed income
Pre-empt margin calls
- Much cheaper and less fretful
Have the action plan close at hand

- Role play worst case scenarios well before a problem
- Are you the right person to gear
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What to look for in a margin lender

1. Large deposit-taking banks have strict risk & compliance procedures
- Appropriate LVRs and Buffers, etc
- Daily monitoring of positions

2. Proactive in helping manage risk
- SMS on the open if in potential trouble

3. No stock lending!

4. Capable of handling volume
- Everyone wants to trade at the same time
- Will phones be answered, systems melt down

5. Suitability tests for clients
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The art of exuberance

10%

Would have fallen
e peak

)

o

5 -5%

3 Maybe you

S -10% - oLy

5 were geared at

-15% - 60% here?

-20% -

-25% -
g ¥ O OO 00 0N N ©O© ©O© © O I~ I~
LI
233882388838 5832

— Equilibrium — Exuberance

Data to 25 July 2008
Source: Investment Research, Reuters Knowledge

Jul-07

M054%byth
0/ V"M NWWL. M\“’q A, . | N(MM A
LA R w

Oct-07

And
71% today

Or
74%

- here

And only
reached
70% at
the low

—

Jan-08
Apr-08
Jul-08

Commonwealth Bank /



Geared vs. non-geared
Capital growth required to breakeven after tax
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Important Information

The Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") is incorporated in Australia with limited
liability. This presentation is published, approved and distributed by the Commonwealth Bank of Australia ABN 48 123 123 124
AFSL 234945. Commonwealth Research, Investment Research and Colonial Geared Investments are units of the
Commonwealth Bank Group of Companies (The Commonwealth Bank Group).

Unless indicated otherwise, references in this presentation to specific shares are for illustrative purposes only and are not
provided as product advice. We do not make recommendations on the Commonwealth Bank.

We believe that the information in this presentation is correct and any opinions, conclusions or recommendations are
reasonably held or made, based on the information available at the time of its compilation, but no warranty is made as to
accuracy, reliability or completeness. To the extent permitted by law, the Commonwealth Bank Group does not accept liability
to any person for loss or damage arising from the use of this presentation. Any valuations, projections and forecasts
contained in this presentation are based on a number of assumptions and estimates and are subject to contingencies and
uncertainties. The inclusion of any such valuations, projections and forecasts in this presentation should not be regarded as a
representation or warranty by or on behalf of the Commonwealth Bank Group or any other person that such valuations,
projections and forecasts or their underlying assumptions and estimates will be met. Past performance is not a reliable
indicator of future performance.

The Commonwealth Bank Group have effected or may effect transactions for their own account in any investments or related
investments referred to in this presentation, including selling to or buy from clients on a principal basis. The Commonwealth
Bank Group may engage in transactions in a manner inconsistent with this research presentation. In the case of certain
products the Bank is or may be the only market maker. No inducement has been or will be received by the Commonwealth
Bank Group or the research analyst from the subject of this presentation or its associates to undertake the research or make
the recommendation. The research staff responsible for this presentation receive a salary and a bonus that is dependent on
a number of factors including their performance and the overall financial performance of the Commonwealth Bank Group.
The Commonwealth Bank Group may provide, or seek to provide, services to the subject of the presentation and its
associates.

This presentation is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of
or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation or which would subject the Commonwealth Bank Group to any registration or licensing
requirement within such jurisdiction.
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