XYZ Financial Group
Margin Loan

Product Disclosure Statement

Follow the steps below to help you decide
if this is the right investment for you.

1. What is margin lending?

How you can benefit from margin lending
How margin lending works

What is a margin call?

The risk of losing money

The costs

N o un kA W N

How to apply

For more information, speak to your financial
adviser or call XYZ Financial Group directly on
1300 249 849 (local call cost in Australia).

Use the links marked with a ! to see more

disclosure about this product online.
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1.

What is
margin lending?

Margin lending allows you
to borrow money to invest

in shares and managed funds
using your own money or
existing portfolio as security.
This helps you to increase
the size and diversity of

your portfolio.

¢ You must have money to invest, or an existing portfolio.

¢ Margin lending increases the potential for higher returns,

but also increases the potential for greater losses.

* You must regularly monitor your portfolio so you can take

steps to avoid or reduce any losses, and to be aware of any
changes to the terms of your loan.

* You must be able to pay extra money into your loan at

short notice.

* You may be required to sell some or all of your portfolio

at short notice. In some instances, we may sell your
investments without giving you any prior notice.

If the sale of your investment does not cover the loan, you
will need to access funds from elsewhere.

e If you have provided other assets — such as your house — as

security, you may have to sell them to pay back the loan.

How you
can benefit
from margin
lending

® By increasing the value of your investments, you have

the potential for higher and accelerated returns.

e Margin lending gives you more money to invest, making

it easier for you to diversify your investments. A larger
range of investment choices may increase your returns
and reduce the risk that poor performance in any

one eligible investment will reduce your total return.
By investing in shares and managed funds, you can
spread your investment risk across different sectors of
the economy and different parts of the world.

You are able to borrow against an existing portfolio of
eligible shares and managed funds. This allows you to
increase the size of your investment without having to
sell your portfolio and potentially incur capital gains tax.

Margin lending could save you tax, depending on your
circumstances. You should seek advice from a tax adviser.

For more information on the benefits see
e Wwww.xyzfg.com.au/mlending

How margin
lending works

We loan you money using
your own money or existing
portfolio as security.

You use the money to invest

in shares and managed funds.

You regularly monitor your
portfolio and take steps to
avoid or respond to any
‘margin calls’.
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WE LOAN YOU MONEY TO BUY ELIGIBLE INVESTMENTS
You will own the investments you buy at all times.
However, they will be used as security for your loan.
This means that they may be sold to repay your loan.

For a full list of the current eligible investments see
e www.xyzfg.com.au/marginloan

The maximum amount that you can borrow depends on
¢ how much money you have to invest

¢ which shares or managed funds you invest in — we lend
different amounts for different types of investments

¢ the Loan-to-Value Ratio or ‘LVR’ - the Loan-to-Value Ratio
is the percentage of your proposed portfolio’s value that
you can borrow. We determine what the LVR is, and can
change it at any time.

EXAMPLE: If we assign a LVR of 70%, you could use margin
lending to borrow up to 70% of the cost of eligible investments.

This means if you put in $30,000 of your own money you could
borrow up to $70,000 to create a total portfolio value of $100,000.

Continued next page »
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Before issuing a
margin loan we are
required by law to
assess whether it

is unsuitable for
you. if your loan is
approved we can
send you a copy of
this assessment on
request.

‘Eligible’ investments
include shares and
other securities listed
on the Australian
Stock Exchange, shares
listed on international
exchanges and
managed funds.

We can change

the eligibility of

an investment at

any time.

You cannot borrow
against investments
that are not on our list
of eligible investments.
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3.

How margin lending
works continued from
previous page...

YOU KEEP YOUR GEARING LEVEL AT OR BELOW THE LVR

* Your loan total as a percentage of the market value of
your portfolio is called your ‘gearing level’ — the higher
this is, the higher your level of gearing.

* Your gearing level may rise above the LVR if the market value
of your portfolio falls. If this happens, we may ask you to
reduce your gearing level. This is called a ‘margin call.

® You can reduce your gearing level by either paying money
into your loan account, adding investments to your
portfolio, or selling some or all of your investments.

» For more information on how margin lending works,
use the FIDO calculator at www.fido.gov.au/marginloan

4.

What is a
margin call?

If your gearing level is too high,
we will ask you to take steps

to reduce it. This is called a
‘margin call’.

If you receive a margin call,
you may need to pay money
into your loan account, add
investments to your portfolio,
or sell some or all of your
investments at short notice.

EVENTS THAT CAN TRIGGER A MARGIN CALL

¢ The market value of your portfolio falls too far.
¢ \We reduce the LVR assigned to your portfolio.

¢ \We remove an investment in your portfolio from our
list of eligible investments.

¢ A nominated index (e.g. the S&P/ASX 200) falls by
10% or more in 1 day.

EXAMPLE : We assign your portfolio an LVR of 60%. If you have
a margin loan of $10,000 and the value of your portfolio is
$20,000, your gearing level will be 50% ($10,000/$20,000) which
is below the LVR of 60%. However, if the value of your portfolio
falls to $15,000, your gearing level will increase from 50% to 67%
($10,000/$15,000) — above the LVR.

This means that a margin call will occur and you will be asked to
reduce your gearing level by either paying money into your loan
account, adding investments to your portfolio, or selling some or
all of your investments. In this example, a payment of $1,500 into
your loan account would restore the gearing level to an LVR of
57% ($8,500/$15,000), which is below the 60% maximum allowed.

SMALL PRICE CHANGES DO NOT TRIGGER MARGIN CALLS

We include a 5% buffer on the LVR to avoid margin calls
triggered by small or temporary price changes.

The risk of
losing money

In a particularly volatile market
the value of your portfolio
may fall to a level where it

no longer provides adequate
security for your loan. If this
happens, you will have to find
an alternative source of funds
to repay the loan.

You could also lose any other
assets you have provided as
security for your loan, e.g. you
may need to sell your home

if you have mortgaged it to
provide security.
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THE MAIN RISK FACTORS FOR LOSING MONEY

Market conditions change Your portfolio may go down
in value. This may raise your gearing level above the
LVR, resulting in a margin call.

¢ Interest rates go up If the interest rates rise, your interest
repayments may be more than your investment returns.

¢ We reduce the LVR We may reduce the LVR that applies to
some or all of your investments, or to your portfolio as a
whole, at any time. This may raise your gearing level above
the LVR, resulting in a margin call.

¢ We remove an investment from our list of eligible investments
If this happens, and the investment is part of your portfolio, it
can no longer be used as security for your loan. This may raise
your gearing level above the LVR, resulting in a margin call.

¢ Tax laws may change If this happens it may have an
adverse impact on your tax position.

' For a full list of risks for margin lending see
e www.xyzfg.com.au/mlending

» For ways you can manage the risks see
www.fido.gov.au/marginloan
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FIDO is a website
run by ASIC. Its
calculator allows
you to see how your
gearing level and
LVR can affect the
the likelihood of a
margin call.

In the event of a margin
call we will contact

you, or contact your
financial adviser if they
are authorised to speak
to us on your behalf.

You, or anyone
authorised to act on
your behalf, must
remain contactable.

Keep us advised of your
current contact details
at all times.

We have only shown
the main risks that
may occur. A full list of
risks are listed on the
XYZ Financial Group
website.

Sections 6 and 7 on
following page »
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6.

The costs

This section does not show
any dollar amounts or
percentages for the costs -
interest rates can change on
a daily basis, fees depend
on the service you use and
commissions will depend on
what you agree directly with
your adviser.

To find out the current interest
rates, or view a full list of fees,
use the supplied web links or
call XYZ Financial Group on

1800 111 222 (freecall in Aust.).

INTEREST

We offer fixed and variable interest rates. Interest will be
calculated daily on the outstanding amount and you must
pay accrued interest monthly in arrears. You may also need
to pay a special interest rate in the event of a default.

For the current interest rates see
o www.xyzfg.com.au/mlending

FEES

There are no payable application fees, establishment fees
or account fees unless you are applying as a company
director or a trustee. Fees are charged for fund transfers
and if a direct debit is dishonoured. We may also charge
fees for additional account services requested by you,
e.g. retrieving historical records. Your financial adviser
and stockbroker may also charge fees for advice and
share transactions.

For a full list of fees and their dollar amounts see
o www.xyzfg.com.au/mlending

COMMISSION

We may pay a commission to your financial adviser when
the margin loan is initiated and for the period that it is
maintained. If you invest in a fund at the recommendation
of your financial adviser, they may also receive a commission
from the fund manager. For further information on what
commission may be paid, see the Statement of Advice
provided to you by your financial adviser.

How to apply

You may apply directly, or
through a financial adviser.

Before applying you may
wish to speak to an adviser
to see if margin lending is
suitable for you.
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APPLY DIRECTLY ONLINE
1 Go to www.xyzfg.com.au/mlending

2 Check that you are eligible
You must be over 18, a company or a specific trust.
Margin Lending is not available to superannuation funds.

3 Read the Loan and Security Agreement

4 Complete the Application Form

OR TALK TO YOUR FINANCIAL ADVISER TO APPLY
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