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Performance 
Over the week the ASX 200 (+3%) performed broadly in line 
with global equity markets (+3.4%). Resources (+6.7%) 
continued their recent run, strongly outperforming both 
Industrials (+1.6%) and Financials (+1%). For the first time 
in ~18 months, there is finally some significant sector 
dispersion emerging with resources outperforming by ~12% 
over the past month. Biggest sector underperformers this 
week: LEI, RMD, MCC. Outperformers: BBG, BLY, BOQ 
 
Earnings and Valuation 
Bottom-up, the ASX 200 is trading on 13x forward earnings, 
11% below its 10yr average. Resources trading at a 1% 
discount to Industrials, 13% above 10-yr average (historically, 
this premium has peaked between 15-20% in normal 
markets). 
 
Factors 
Small Caps outperformed Large by 1%, with  
Small Retail beating Large by 7.3% and Small Metals 
underperforming by 3.3%. Growth (+2.1%) outperformed 
Momentum (+1%) and Value (-1.9%). OST and TEN are our 
preferred momentum names. 
 
Volatility  
Down 140bp to 16.3%, 3-month ASX 200 Implied Vol is 
currently trading 230bp above 60-day realised and close to 
the post-GFC lows that were reached at the April highs. Skew 
(puts cost 1.25x calls) is moderate (40th percentile). Marrying 
the expected upside to analyst target prices with our implied 
volatility screens suggests the following option positioning; 
Buying Calls; NCM, Buying Puts; AXA, Selling Puts; TLS, 
Selling Calls; IAG. 
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Focus of the Week:  Revisiting Opportunities Around 
Corporate Activity  

• A number of news items had investors refocussed on the 
potential opportunities provided by the ever-increasing list of 
corporate actions in the Australian market: 

- Westfield’s proposal to spin off half of its Australasian assets. 

- The Canadian Government blocking BHP’s bid for Potash. 

- A UK regulatory investigation into the News Corp bid for BSkyB 

- Press reports (Sydney Morning Herald) that TEN Network’s 
chairman was working on a management buyout. 

• Demergers (WDC, TAH, FGL):  Performance around past 
demergers has been very mixed. From listing, spin-offs have 
been more likely to underperform their parent company initially, 
before outperforming over the following year. The creation of 
more focussed businesses has also appeared to make both 
entities more attractive as potential takeover targets. 

• Potential For Significant Buy-Backs (BHP, NWS): In the 
event that BHP’s bid for Potash does not go through, we 
estimate BHP could undertake a US$20-30bn buy-back, each 
US$10bn being EPS-accretive by ~3%. Skewing any potential 
buy-back to the UK listing should see the current ~15% 
discount narrow further. In the case of NWS, we believe a 
blocked BSkyB deal would give it scope to do a buy-back in the 
order of US$4-10bn (9-30% EPS-accretive), potentially 
narrowing the ~11% NSWLV discount further. 

• Revisiting our Screen for Potential M&A Targets: We run 
our M&A model (it assumes a 20% bid premium, moderate 
regearing of a target and an exit in 3 years time at the stock’s 
5-yr average multiple). Top 10 Industrial Stocks: JHX, CGF, 
PRY, MYR, TEN, TLS, FXJ, NWS, TSE & JBH. 
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Focus of the Week: Revisiting Opportunities around Corporate Activity   

Exhibit 1: DEMERGERS: Performance has been mixed. Spin-offs have been more 
likely to underperform in the short-term before longer-term outperformance 

 Exhibit 2: A blocking of BHP’s bid for Potash could enable a US$20-30bn Buy-
Back (6-9% EPS-accretive and a catalyst to narrow the 15% AU/UK premium) 

           

Large-Cap ASX Spin-Offs Outperformance of Spin-Off 
vs Parent Company

Parent Spin-Off Date 1 Week 1 M onth 1 Year

Orica Duluxgroup Jul-10 0% 1%
MIG Macquarie Atlas Jan-10 65% 45%
PBL Crown Dec-07 -9% -14% -21%
Toll Holdings Asciano Group Jun-07 -5% -17% -15%
MIG Sydney Roads Jul-06 -4% -14% 13%
Burns Philp Goodman Fielder Dec-05 3% 0% 6%
Symbion Health Mayne Pharma Nov-05 -20% -22% 47%
AMP Henderson Group Dec-03 6% 29% 13%
Foster's Australian Leisure Nov-03 -3% -8% 41%
CSR Rinker Mar-03 -10% -14% 21%
Alumina WMC Resources Dec-02 13% 0% 4%
BHP Billiton Bluescope Steel Jul-02 -5% -5% 40%
BHP Billiton OneSteel Oct-00 -3% -5% -8%
Amcor PaperlinX Apr-00 -8% -10% -4%
Origin Energy Boral Feb-00 14% 13% -49%
PBL ECORP Jun-99 56% 31% -10%
Pacific Dunlop Cochlear Dec-95 0% 3% 42%

Median Performance -3% -5% 4%
Source: GS&PA Research, IRESS  
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Exhibit 3: A blocking of NewsCorp’s bid for BSKyB could enable a US$4-10bn 
Buy-Back (9-30% EPS-accretive and a catalyst to close the NWSLV discount) 

 Exhibit 4: Potential M&A Targets: assumes a 20% bid premium, moderate 
regearing and an exit in 3 years time at the stock’s 5-yr average multiple 
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Code Se ctor Pr ice Rating
M &A 

M ode l: 
IRR (%)

Fre e -
Float % 

(ASX 300)

EV  / 
EBITDA 
(2011E)

EV  / 
EBITDA 

(Te rm inal 
M ultiple )

Ne t De bt / 
EBITDA 
(2011E)

JHX Materials 5.57 HOLD 31% 100 8.9 8.5 Net Cash
CGF Div. Financ ials 4.73 HOLD 30% 90 7.4 11.1 Net Cash
PRY Health Care 3.11 SELL 30% 93 7.2 10.8 2.8
MY R Consumer Disc. 3.78 BUY 29% 100 6.8 10.0 0.8
TEN Media 1.49 BUY 27% 88 6.9 10.3 1.1
TLS Telcos 2.68 HOLD 26% 89 4.6 6.0 1.3
FXJ Media 1.47 HOLD 24% 86 7.0 9.4 1.6

NWS Media 16.15 BUY 24% 100 5.1 6.6 0.4
TSE General Industrials 3.49 HOLD 22% 86 7.3 10.0 0.5
JBH Consumer Disc. 19.13 BUY 20% 100 9.2 11.6 0.1
BLD Materials 4.42 HOLD 18% 100 6.6 7.8 1.0
BXB General Industrials 6.82 HOLD 18% 100 8.4 9.5 1.3
SHL Health Care 10.93 HOLD 18% 100 9.9 11.6 2.3
CSL Health Care 34.27 HOLD 17% 100 13.1 14.4 Net Cash

Source: GS&PA  Research, IRESS
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 Performance Snapshot 

Exhibit 5: Asset Class Performance  Exhibit 6: Performance of GS&PA Tradeable Sectors (see GSSA <GO> in Bloomberg) 

Asset Class % chg 
1w k

% chg 
3m th

% chg 
1yr

% chg 
52w k  
Low

% chg 
52w k  
High

Est. 
PER

Price  / 
Book

Commodities (GSCI) 5.7 10 17 30 0
MSCI AC Asia x J 4.7 15 23 35 0 14.3 2.1
MSCI Emerging 4.1 14 24 35 0 13.4 2.1
MSCI World 3.4 10 12 23 0 13.9 1.8
FTSE 100 3.3 9 14 22 0 12.2 2.0
S&P 500 3.1 8 14 21 0 14.4 2.2
AUD/USD 3.1 11 11
ASX 200 3.0 5 6 15 -4 13.0 2.1
Nikkei 225 2.9 0 -1 10 -16 17.2 1.3
DJ Euro Stoxx 50 1.4 2 3 18 -5 10.9 1.3
JPM Global Bonds 1.1 5 7

So urce: GS&P A  Research, B lo o mberg A ll prices as at 05-No v 04:46 P M  unless stated  

 B l o o m b e r g  N a m e   1 W e e k  A lp h a  ( % )  3 m t h  
a lp h a

1 yr  
a lp h a

E s t .  
P E R

GSOZGOLD G o ld 4 .2 24 45 26.5

GSOZM ETM M etals 3 .9 14 28 11.6

GSOZOILS O ils 2 .0 1 -5 22.3

GSOZHEA L H ealth C are 0 .5 -3 -1 18.5

GSOZGA M E G am ing - 0 .3 3 3 12.3

GSOZIN SU Ins uranc e - 0 .7 0 -11 11.8

GSEHA U D F D efens iv es - 1.2 -2 0 14.7

GSOZC ON S Staples - 1.3 2 6 16.7

GSOZM A TL M ateria ls - 1.6 -1 9 14.0

GSEHA U C Y C yc lic als - 1.6 -1 -9 14.1

N A T elc o s - 2 .4 -22 -22 10.5

GSOZB A N K B ank s - 2 .4 -8 -11 10.8

GSOZR EIT R EIT s - 2 .5 -7 -5 13.7

GSOZSTEE Steel - 2 .8 -17 -24 13.2

N A M edia - 2 .8 -8 -2 13.1

GSOZC ON D D is c ret io nary - 4 .1 -12 -19 13.4

So urce: GS&PA  R esearch, B lo o mb erg  
   
Exhibit 7: Relative Performance of Macro Sectors vs ASX 200  Exhibit 8: Winners and Losers Within Each Sector 
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1 Week % Change

Financials +1
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 1 W e e k S e ctor O utpe rform a nce  (%) - AS X  100

Se cto r W o r s t 
Sto ck

L o s s  vs  
Se cto r  (%)

Be s t 
Sto ck

Gain  vs  
Se cto r  (%)

Mis c . Indus tr ials L EI -11.0 BL Y 8.3
Cons umer Dis c . HV N -4.0 BBG 9.9
Banks A NZ -3.5 BOQ 6.7
Metals M C C -4.4 RIV 4.8
Health Care RM D -7.3 C SL 1.8
REITs SGP -3.9 C QO 3.2
Utilities SKI -2.5 A PA 4.3
Energy ORG -1.8 W OR 4.3
Media NW S -2.4 T EN 3.1
Gaming T A H -2.2 C WN 3.1
Ins uranc e QBE -1.9 SUN 3.0
Steel OST -1.7 SGM 3.1
Cons  Staples FGL -1.6 GFF 2.6
Div . Financ ials PPT -2.6 C PU 1.0
Mater ials BL D -0.9 JHX 1.8
Trans portation IT O -1.3 T OL 1.2
Telc os T L S -0.2 T EL 2.2
So urce: GS&PA  R esearch, B lo o mb erg
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Earnings and Valuation 

Exhibit 9: Equity Market Valuation; 12 month forward P/E  Exhibit 10: Current 12 Month Forward P/E vs 10yr Range 
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Exhibit 11: Relative Valuation Across Sectors  Exhibit 12: Relative Value Within Sectors 
Relative Valuation Forecast EPS Grow th (%) EPS % chg

Sector
12m th 

fw d PER

Re lative  PER % 
(vs  m arke t 

m edian)

Re l PER 
10 year
%-tile

FY '09 FY '10 FY '11
'10-11 

CAGR (%)
2011 
PER 12m th 3m th

Financia ls 11.4 -15 5 -16 6 13 9 11.4 19 1
Banks 10.8 -20 4 -14 22 15 19 10.8 32 3
REITs 13.2 -2 26 -22 -28 1 -15 13.2 -2 -2
Insurance 11.9 -12 8 7 -10 31 8 11.6 0 4
Div. Financials 13.9 3 27 -43 22 -7 6 14.9 -3 -8

Industr ia ls x Fin 14.4 6 10 -13 -1 7 3 14.7 4 -2
Cons Staples 16.2 20 33 3 -6 18 5 16.5 14 3
Telcos 10.5 -22 8 4 -7 -18 -13 10.7 -26 -16
Health Care 17.6 30 33 22 2 -1 0 18.0 -7 -6
Materials 14.8 9 90 -36 3 15 9 15.0 8 -3
Misc. Industrials 14.7 9 41 -16 -10 6 -2 15.2 2 -3
Transport 11.4 -16 29 -85 91 89 90 12.9 60 13
Gaming 12.9 -5 12 -8 -9 2 -4 13.0 0 -2
Media 13.1 -3 4 -34 12 17 15 13.3 40 2
Consumer Disc. 13.0 -4 23 -9 22 10 16 12.9 17 -2

Resources 14.3 5 57 -36 21 37 29 14.7 74 -2
Metals 12.2 -10 41 -30 23 43 32 12.7 94 -1
Energy 21.8 62 89 -31 -4 27 11 21.2 16 2
Steel 13.3 -2 77 -89 69 38 53 14.5 1 -20
Gold 25.0 85 82 0 66 -3 27 27.2 86 -7

ASX 200 13.0 -21 7 17 12 13.2 26 -1
Source: GS&PA  Research, IRESS, I/B /E/S

 ASX 100 Valuation Dispersion by Sector: 12mth Forw ard P/E

Se ctor Low  P/E Disc % to 
Se ctor High P/E Prem  % to 

Sector

Metals FM G -12 PDN 335
Energy CTX -48 OSH 91
Materials IPL -9 JHX 115
Health Care PRY -42 COH 35
Gaming TAH -20 ALL 66
Div. Financials CGF -30 PPT 49
Misc. Industrials DOW -41 LEI 19
Insurance QBE -16 AXA 60
Media TEN -20 SEK 47
Steel OST -27 BSL 28
Cons Staples GFF -33 WES 11
Consumer Disc. HVN -15 BBG 20
REITs CQO -13 WDC 15
Transport QAN -10 TOL 22
Banks NAB -6 BEN 4
Telcos TLS -1 TEL 6
Source: GS&PA  Research, IRESS, I/B /E/S                                                             *Excludes loss-makers and  stocks t rad ing  on neg lig ib le earnings
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Earnings and Valuation 

Exhibit 13: EPS Momentum; Rolling 12 Month Forward EPS  Exhibit 14: Decomposing 3-month Price Performance: Earnings vs Valuation 
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Exhibit 15: Sector Investment Statistics  Exhibit 16: EPS Momentum: Leading / Lagging Sectors and Stocks 

Se ctor
ASX 200 
We ight

Es t. Daily 
Liq ($Am )

Ups ide  to 
12m th Pr ice  
Targe t (%)

Pr ice  / 
Book

Es t. Div 
Yie ld (%)

Re turn on 
Equity (%)

Ne t De bt / 
Equity (%)

Shor ts  as  a 
% of 

Turnove r  
(15days )

52 We e k  
Be ta

Fina ncia ls 37.9 1010 19 1.5 5.9 15 41 20 1.06
Banks 23.8 791 23 1.7 6.1 17 22 1.22
REITs 6.3 154 na 1.0 5.8 8 48 19 0.68
Insurance 5.0 138 10 1.6 5.6 16 16 0.81
Div . Financ ials 2.8 71 15 1.7 4.5 14 17 0.98
Industr i a ls x Fin 29.9 723 16 2.0 5.1 19 50 18 0.71
Cons Staples 9.0 284 15 2.3 4.9 20 41 20 0.67
Telcos 3.1 99 28 2.6 9.8 25 94 16 0.40
Health Care 3.1 89 8 2.8 3.2 22 15 21 0.55
Misc . Industrials 3.0 99 16 1.9 3.8 15 63 16 0.80
Materials 3.1 69 11 1.3 4.1 7 84 13 0.89
Transport 3.0 67 13 2.3 4.3 20 41 21 1.00
Media 1.2 44 8 1.6 5.8 15 41 15 0.62
Gaming 1.5 43 31 1.4 4.0 16 26 17 0.86
Consumer Disc . 1.4 37 24 2.2 5.4 23 21 23 0.85
Resources 32.1 1205 18 2.6 1.9 22 11 26 1.21
Metals 21.6 811 na 3.4 1.9 28 8 29 1.26
Energy 6.1 204 15 2.0 2.3 9 26 18 1.05
Steel 1.0 53 29 0.8 4.4 5 11 18 1.43
Gold 3.5 102 24 2.0 0.7 7 1 18 1.16

ASX 200 100 2664 18 1.9 4.4 18 31 21 1.00
So urce: GS&PA  Research, IRESS, I/B / E/S

 EPS Revisions; 3m th change to forw ard earnings

Se ctor 3m th EPS 
chg (%)

Lagging 
Stock

3m th EPS 
chg (%)

Le ading 
Stock

3m th EPS 
chg (%)

Transport 15 TOL -5 QAN 34
Media 6 NWS 0 FXJ 8
Insurance 4 AXA -4 IAG 17
Banks 3 BOQ -6 ANZ 8
Cons Staples 2 GFF -3 CCL 5
Energy 0 AWE -52 OSH 17
REITs -1 CQO -17 GPT 10
Metals -2 M CC -31 ILU 25
Gaming -2 ALL -19 TTS 3
Materials -3 JHX -26 BLD 8
Consumer Disc . -4 BBG -15 M YR 2
Misc. Industrials -5 LEI -20 BLY 5
Health Care -7 CSL -8 RHC 2
Div. Financ ials -9 CPU -16 CGF 6
Telcos -16 TLS -18 TEL 10
Steel -24 BSL -36 SGM -14
Source: GS&PA  Research, IRESS, I/B /E/S

   
   

   
   

  S
ec

to
r E

PS
 U

pg
ra

de
s

 



5 November 2010  

 

Aussie Kickstart 

 
 

Goldman Sachs & Partners Australia 
Investment Research 

All figures in A$ unless otherwise advised 

 

6 

 

Large vs Smalls 

Exhibit 17: Relative Performance and Valuation of ASX Size Buckets  Exhibit 18: Industrials/Resource; Small vs Large Performance 

Size Bucket
1 Week 

Outperformance (%)
% chg 
3mth

% chg 
1yr

12mth 
fwd PER

% Prem 
to mkt

Price / 
Book

Est. Liq 
($Am)

Stocks 1-20 5 2 12.5 -4 2.1 2116

Stocks 21-50 7 4 14.7 13 1.6 548

Stocks 51-100 9 3 14.0 8 1.5 352

Stocks 1-100 6 2 13.0 0 1.9 3091

Stocks 101-150 19 16 14.0 7 1.7 111

Stocks 151-200 12 10 13.0 0 1.1 47

Stocks 101-200 17 14 13.6 5 1.5 158

ASX 200 7 3 13.0 1.9 2664

Source: GS&PA Research, IRESS, I/B/E/S
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Exhibit 19: Relative Performance and Sector Valuations; Large vs Small  Exhibit 20: Industrial/Resource; Small vs Large Relative P/E 
% We ight 1- We e k  R e t urn ( %) 6 - m t h R e t urn ( %) 12 m t h f wd P E R

S e c to r La rge S m a ll La rge S m a ll S m a ll -  
La rge La rge S m a ll S m a ll -  

La rge La rge S m a ll S m a ll /  
La rge

Co nsumer Disc. 1.0 7.0 -2.3 5.0 7.3 -5 8 13 12.7 13.4 6
Steel 0.9 1.7 -0.2 6.8 7.0 -23 31 55 13.3 0.0 -100

Go ld 3.1 7.9 7.2 10.3 3.1 33 43 9 26.5 18.5 -30
Div. Financials 2.7 4.5 2.6 4.3 1.7 -12 1 14 13.7 15.6 14

M isc. Industrials 2.3 11.5 1.4 2.7 1.2 -6 -1 4 15.6 12.5 -20
Energy 6.1 6.1 5.1 6.3 1.2 0 12 11 22.1 15.5 -30

M edia 1.4 2.6 0.0 1.1 1.1 -14 -13 1 13.1 13.3 1
Co ns Staples 9.3 3.7 1.8 2.8 1.0 10 25 14 16.4 12.6 -23

O V E R A LL 100 100 2.9 3.9 1.0 -1 9 10 13.0 13.6 5
Utilit ies 1.1 5.5 1.6 2.4 0.8 6 3 -3 nm nm

M aterials 3 6 1.5 1.5 -0.1 -6 18 24 14.8 14.7 0
REITs 6.2 7.0 1.0 0.8 -0.2 -4 1 6 13.4 11.5 -14
Health Care 3.3 0.8 2.6 1.5 -1.1 -1 -3 -2 17.7 11.5 -35
M etals 21.3 25.4 7.6 4.3 -3.3 16 15 -1 12.1 13.5 12
Source: GS&PA Research, IRESS, I/B /E/S                                                                                          Large: ASX  1-100, Small ASX 101-200
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Factor Performance 

Exhibit 21: Long-Short Factor Returns  Exhibit 22:Long-Short Return for Composite Style Factors  

         1-Week Factor Return (%) 6-m th Return (%)

Mom entum  Metrics
Lo ng -  
S ho rt Lo ng S ho rt Lo ng -  

S ho rt Lo ng S ho rt

3mth P rice M omentum 2 .6 4.0 1.4 8 4 -4

12mth P rice M omentum 1.9 4.0 2.2 1 1 0

M O M E N T UM 1.0 3 .8 2 .8 9 5 -4

3mth EP S M o mentum 0 .9 4.3 3.4 9 4 -5

Valuation Metrics
Long-term Lo sers (3yr) 1.1 3.8 2.7 -5 2 7

P rice / Target P rice 0 .5 2.7 2.3 3 0 -3

Low P rice / B o o k 0 .1 2.5 2.4 -4 -5 -1

Low P /E -1.8 2.8 4.5 3 3 0

V A LUE -1.9 1.5 3 .4 -8 -3 5

High Yield - 4 .7 1.2 5.9 -10 -1 8

Grow th & Profitabilty Metrics
Long-term EP S Gro wth 3 .3 5.1 1.8 15 7 -8

Net P ro fit M argin 2 .7 4.2 1.5 16 12 -3

G R O WT H 2 .1 4 .8 2 .8 12 8 -4

Return o n Equity -2 .1 2.0 4.1 1 -1 -2

Risk Metrics
High EP S Dispersio n 5 .1 5.2 0.1 9 10 1

R IS K 3 .7 4 .9 1.2 5 5 1

P rice Vo latility 2 .8 4.9 2.0 6 7 0

B eta 2 .6 3.9 1.3 2 1 -2

High Debt / Equity -1.2 2.9 4.1 -6 2 8

Notes: Factor port folios are formed on the basis of  the top and bot tom quart ile of  the relevant  met ric.
Stocks are selected f rom the ASX 100 x Trusts universe. Port folios are equally weighted, rebalanced monthly.
Style Port folios; (e.g. Value) are the result  of  equally weighted composite scores across each underlying met ric
Source: GS&PA Research, IRESS, I/B/E/S
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Exhibit 23: Top 15 Stocks From Current Long-Short Factor Portfolios 

Mom entum  Value  Grow th Risk
Long Short Long Short Long Short Long Short

FMG BSL OST OSH FMG CTX PDN WOW
OZL AWE TLS PDN SEK AWC FMG CSL
ILU MQG PRY RIV WAN TTS MCC XJO
RIV PRY TEN ILU OZL AGK ILU BHP
CGF SGM BSL COH BHP TAH AWE AGK
AWC OST HVN FM G RIO TSE TEN CBA
BLY HVN FXJ CCL WPL DOW BSL ITO
AQP BBG NAB CSL COH ORG AWC WES
RIO ALL TTS ALL AQP TOL ALL ANZ
CTX TEN QAN RHC IAG GFF CTX TLS
IPL JHX MYR CPU MCC PRY TSE MTS

RHC TLS NWS NCM ALL FXJ OZL QBE
NCM TSE QBE ORG ASX CSR RIV ORG
ANN DOW TSE STO PDN UGL DOW COH
BXB PDN DJS RMD OSH LEI BBG JBH

GS&PA Analys t Recom m endation: BUY SELL
Source: GS&PA Research, IRESS, I/B /E/S  
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Index Volatility 
Exhibit 24: Implied vs Realized volatility, Skew and Term-Structure. All prices are mid-market OTC quotes 
 

Index 3mth At-The-Money (ATM) Implied Vol 3-Month Skew Term Structure 3-month Option Premium (% of Spot)

Index
w k chg 

% Current
w k 
chg 
bp

yr %-ile
60d hist 

vol %

Im plie d   
le s s
 H is t  
( bp)

Ratio of 
put / 
call

w k  
chg yr %-ile

12 m th 
ATM Vol 

(%)

Ratio of 
3 m th / 
12m th

yr %-ile

ASX 200 3.0 16.3 -140 5% 14.0 230 1.25 -0.03 43% 19.4 0.84 2%

S&P 500 3.1 17.9 -200 12% 14.7 310 1.33 -0.05 1% 20.7 0.86 7%

FTSE-100 3.3 17.4 -140 11% 13.6 380 1.31 0.00 10% 20.1 0.87 3%

EuroStoxx50 1.4 20.4 -190 6% 16.8 360 1.32 0.00 38% 23.0 0.89 0%

Nikkei 225 2.9 20.3 -20 16% 21.8 -150 1.18 -0.02 2% 21.3 0.95 20%

S&P Asia 50 4.8 15.5 -60 5% 14.4 110 1.14 0.00 3% 16.5 0.94 2%

MSCI World 3.4 18.4 -200 15% 13.7 460 1.33 -0.05 1% 21.3 0.86 6%

ASX 200: Implied vs Realised Volatility ASX 200: Current Term structure & Skew ASX 200: Term Structure & Skew Through time
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Single Stock Volatility Opportunities 
Exhibit 25: Combining Fundamentals with Volatility Screens 

3-m onth  options  (% of Spot) Im plie d  vs  Re alis e d  V olatilty Re lative  V aluation

Code
105% 
Call

95% 
Put

Es t. 
d iv %

Im p 
cr e d it 

%

3m th 
ATM  

Im plie d

60d  
h is t 
vo l

Im p 
le s s  
His t

60d  h is t 
vo l le s s  
5yr  avg

12m th  
fw d 
PER

10 yr
%-tile

Ups ide  to  
targe t 

pr ice  (%)

A MP 3.3 2.7 24.9 21.7 3 -8 13.8 21 16

A NZ 2.1 2.0 19.9 18.6 1 -10 10.7 17 25

BHP 2.7 2.5 22.9 19.9 3 -16 11.9 30  -

CBA 3.2 2.8 25.3 18.1 7 -8 11.0 4 29

CSL 2.1 1.6 18.9 16.3 3 -14 19.1 22 6

FGL 2.2 1.4 18.7 23.2 -4 -1 15.5 39 3

NA B 1.5 3.2 3.0 1.3 21.2 22.0 -1 -8 10.1 17 23

NCM 3.6 2.7 26.0 25.3 1 -19 26.5 63 24

ORG 3.4 2.4 24.2 20.0 4 -9 22.3 95 21

QBE 2.4 2.1 21.0 17.9 3 -12 10.0 7 11

RIO 3.2 2.7 24.8 23.1 2 -20 11.5 25  -

STO 3.5 2.5 25.1 26.9 -2 -10 31.5 91 22

TLS 2.3 1.9 20.4 15.6 5 -7 10.4 13 32

WBC 1.7 3.6 2.6 1.1 23.2 22.3 1 -5 11.1 14 18

WDC 1.1 2.1 17.5 14.4 3 -15 15.3 18 -2

WES 2.3 2.0 20.5 19.8 1 -9 18.2 64 23

WOW 1.3 1.2 15.5 14.6 1 -7 15.6 12 14

WPL 2.4 2.0 20.6 17.1 3 -17 18.5 50 18
Es t . D iv idend and Im putat io n C redit  expec ted o v er next  3 m o nths  as  a % o f  c urrent  pric e

Im plied Vo lat ilit ies  and Opt io n P ric es  are Go ldm an Sac hs  M id-m ark et  quo tes
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M a rrying Funda m e nta ls w ith Vola tility Scre e ns

Re la tive ly 'High' / 'Low ' Vola tility :  a ve ra ge  of fa ctor z -score s a cross:
 1) Im plie d vola tility le ss 60 da y historica l vola tility.
 2) 60 da y historica l vola tility le ss a ve ra ge  5 ye a r historica l vola tility.
Relativ ely  Under / Overvalued : 
Rank of  w here s tock is  trading relative to our 12 month target pr ice
 (For Not-Rated Stoc ks  = Rank of  w here s tock is  trading relativ e to its  10y r P/E Range)

 Both Relative V olatility  and Relative V aluation are expressed in terms  of  z -Scores  (i.e. a 
score of  2 indicates  that a s tock is  2 s tandard dev iations  above the average s tock)

 Where GS Implied V olatilities  are not prov ided (i.e. s tocks  not inc luded in the table) implied 
volatilities  are deriv ed f rom lis ted ETO Trades  over the pas t 5 days ).
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GS&PA Buy/Sell Screens 

Exhibit 26: GS&PA Buy/Hold-rated, most potential upside to target price  Exhibit 27: GS&PA Sell/Hold-rated, most potential downside to target price 

Code Sector Rec.
Est. 
Liq 

$Am

Last 
Price

Target 
price

Return 
to target 

price

3m th 
price 
chg %

Fw d 
PER

1 We e k  E P S  & 
T a rge t  P ric e  
C ha nge s  ( %)

Large
JHX M aterials H 11 5.57 7.94 43 -11 31.8
TEN M edia B 15 1.49 2.10 41 -1 10.5
DJS Co nsumer Disc. B 10 4.49 6.25 39 -1 12.0
NWS M edia B 34 16.15 21.70 34 -7 13.7 tgt pr -6, eps -5

MCC M etals B 18 12.41 16.50 33 -7 16.5
MYR Co nsumer Disc. B 14 3.78 5.02 33 12 12.0
OST Steel B 21 2.65 3.50 32 -15 9.6
TLS Telco s H 144 2.68 3.54 32 -15 10.4
JBH Co nsumer Disc. B 15 19.13 25.17 32 -1 14.8
BSL Steel B 30 1.98 2.56 30 -18 17.0
CBA B anks H 235 48.88 63.00 29 -4 11.0
ILU M etals B 13 7.10 9.00 27 30 35.4
PNA M etals B 17 0.79 1.00 27 32 13.5
FXJ M edia H 16 1.47 1.85 26 0 10.6
SGM Steel B 13 16.91 21.21 25 -4 16.5
AIO Transpo rtatio n B 19 1.60 2.00 25 -8 19.6
ANZ B anks B 196 24.09 30.00 25 8 10.7
NCM Go ld B 170 42.84 53.00 24 25 26.5
WES Co ns Staples B 100 33.92 41.88 23 10 18.2 tgt pr +1

QAN Transpo rtatio n B 38 2.86 3.53 23 9 10.1

Small
AWE Energy B 4 1.60 2.40 50 -6 32.4
SFR M etals B 3 7.91 11.00 39 39 nm
SBM Go ld B 6 0.47 0.65 38 59 19.0
SEK General Industrials B 9 7.41 9.95 34 -2 19.3
MMX Steel H 4 1.38 1.83 33 -24 53.5 tgt pr -6, eps -62

MRE M etals H 1 0.80 1.05 31 7 43.2
HVN Co nsumer Disc. H 7 3.12 4.07 31 -8 10.8
DML M etals H 2 1.34 1.75 31 70 nm eps -53

AUN M edia H 3 0.94 1.20 28 -4 21.7
PMV Co nsumer Disc. B 1 6.97 8.90 28 13 14.2
Stock ratings B - Buy; S - Sell; H - Hold; NR - Not Rated; ratings in brackets are f rom previous w eek.
Large: f iltered by 100 day ADV > 10 million.   Small:  Filtered by 100 day ADV betw een 2 and 10 million.

Shading = recent forecast or recom changes
So urce: GS&P A  Research, IRESS  

 
Code Sector Rec.

Est. 
Liq 

$Am

Last 
Price

Target 
price

Return 
to target 

price

3m th 
price  
chg %

Fw d 
PER

1 We e k  E P S  & 
T a rge t  P ric e  
C ha nge s  (%)

Large
PDN Energy S 16 4.48 3.34 -25 12 52.8
OSH Energy H 29 6.82 5.82 -15 15 42.4
CTX Energy H 11 12.61 11.85 -6 25 11.5
TCL Transpo rtatio n H 21 5.34 5.20 -3 19 103.0
WDC REITs S 152 12.70 12.48 -2 4 15.3
FGL Co ns Staples H 51 5.85 6.00 3 5 15.5
AXA Insurance H 23 5.64 5.80 3 10 19.1
COH Health Care H 15 73.68 76.00 3 6 23.9
WOR Energy H 26 25.10 26.00 4 9 18.9
IAG Insurance H 23 3.95 4.10 4 14 11.6
CCL Co ns Staples H 24 12.38 12.90 4 9 17.4
CSL Health Care H 75 34.27 36.30 6 3 19.1
TAH Gaming H 26 7.42 8.00 8 17 10.3
DXS REITs H 19 0.84 0.90 8 1 11.7
AWC M etals H 40 2.22 2.40 8 37 107.7
BXB General Industrials H 44 6.82 7.40 9 29 18.1
CGF Div. Financials H 11 4.73 5.20 10 33 9.6
CSR General Industrials H 10 1.80 1.98 10 5 14.2 tgt pr +4

TTS Gaming H 10 2.54 2.80 10 15 10.6
BBG Co nsumer Disc. H 11 8.75 9.68 11 -1 15.3

Small
MQA Transpo rtatio n S 2 1.54 0.90 -42 16 nm
NXS Energy H 2 0.46 0.34 -26 24 nm
CEU Transpo rtatio n S 3 0.45 0.36 -19 11 nm
ALL Gaming S 7 3.66 3.40 -7 2 21.3
APA Utilit ies H 4 4.13 3.89 -6 11 19.9
NUF M aterials H 10 4.79 4.56 -5 20 12.8
ALZ REITs H 1 2.97 2.85 -4 6 12.9
SPN Utilit ies S 4 0.92 0.88 -4 17 12.0
GFF Co ns Staples H 9 1.55 1.50 -3 24 11.1
SKI Utilit ies H 5 1.11 1.09 -2 2 37.4

So urce: GS&P A  Research, IRESS  
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MACRO 

Exhibit 28: Current Economic Forecasts  Exhibit 29: Current Commodity and Foreign Exchange Forecasts 

2009 2010 2011
H1 H2 H1 H2 H1 H2

Australia
GDP  (%ch yoy) 0.4 2.7 3.4 2.9 2.9 5.1
Unemployment Rate (%) 5.7 5.7 5.2 5.0 4.9 4.8
Underlying Inflation (%) 3.9 3.3 2.7 2.8 2.9 3.0
Official Cash (%) 3.0 3.8 4.5 4.8 5.3 5.5
10 Year Bond (%) 5.6 5.5 5.5 5.8 6.0 6.3

Global GDP Forecasts  (%ch yoy)
US -4.1 0.2 3.0 2.1 1.6 2.2
UK -5.9 -2.9 1.7 3.0 2.6 2.7
China 8.1 11.3 10.3 8.8 9.8 10.5
NZ -2.4 0.5 2.6 3.1 3.7 4.3
Source: GS&PA Research, IRESS All forecasts are end of period figures  

 2009 2010 2011 L o n g -T e r m

Un its Sp o t H2 H1 H2 H1 H2
L o n g  - 
T e r m

v's  Sp o t 
(%)

A UD / USD 1.01 0.87 0.89 0.94 1.03 1.03 0.74 -27

A UD / EUR 0.71 0.60 0.67 0.71 0.69 0.67 0.62 -14

A UD / NZ D 1.28 1.24 1.27 1.29 1.35 1.35 1.21 -5

A luminium US¢/ lb 110 86 97 97 97 97 135 22

Copper US¢/ lb 390 284 324 353 398 410 221 -43

Platinum US$ /o z 1774 1318 1597 1653 1944 2012 1791 1

Gold US$ /o z 1389 1031 1154 1264 1315 1342 886 -36

Nic kel US¢/ lb 1108 799 963 959 863 788 897 -19

Silv er US$ /o z 27 16 18 19 18 18 8 -70
Iron Ore-Fines USc /dm tu 97 145 213 217 217 105
Z inc US¢/ lb 113 90 98 96 96 93 105 -7

Oil US$ /bbl 87 72 79 83 100 100 85 -2
So urc e: G S&P A  R es earc h, IR ESS A ll es t im ates  are av erage pric es  o v er the perio d  

   
Exhibit 30: Credit – 5-Year CDS Spreads  Exhibit 31: ASX 200, Commodities and the AUD/USD 
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Banks Real Estate Cons Staples
ANZ 196.4 B 24.09 25 8 10.7 AAD 0.9 H 1.10 5 11 9.5 AAC 0.4 H 1.57 22 2 18.8
BEN 10.0 H 9.53 10 19 11.2 AJA 0.3 H 0.35 1 15 4.4 AWB 7.2 NR 1.49 - 35 13.5
BOQ 7.7 H 11.17 12 6 10.7 BWP 1.2 S 1.87 -1 -1 14.8 CCL 24.0 H 12.38 4 9 17.4
CBA 234.7 H 48.88 29 -4 11.0 CFX 21.4 H 1.82 13 -5 14.2 ELD 3.4 NR 0.62 - 23 57.6
NAB 180.0 B 25.97 23 4 10.1 CHC 1.7 H 0.55 19 -13 11.0 FGL 50.5 H 5.85 3 5 15.5
WBC 205.5 H 23.36 18 -1 11.1 CPA 7.6 H 0.92 12 -6 13.3 GFF 9.3 H 1.55 -3 24 11.1

DXS 18.8 H 0.84 8 1 11.7 GNC 7.7 H 7.99 2 25 10.5
Diversified Financia ls EDT 0.0 H 0.07 -22 0 0.0 MTS 11.4 H 4.42 11 0 12.6

ASX 41.2 H 37.43 15 28 18.1 FKP 2.5 B 0.93 11 28 8.9 PFL 0.0 B 1.28 25 12 9.9
BTT 0.1 B 2.93 18 9 14.9 GMG 15.9 NR 0.66 - 5 11.6 SHV 0.1 B 3.15 45 -11 9.1
CGF 10.6 H 4.73 10 33 9.6 GPT 21.9 H 2.81 0 13.0 TGR 0.2 H 1.42 18 3 8.4
FXL 0.3 B 1.47 39 18 8.5 IIF 6.0 NR 0.53 - 18 13.1 WES 99.9 B 33.92 23 10 18.2
HGG 3.9 B 2.20 23 -4 13.4 IOF 5.2 H 0.62 10 3 12.1 WOW 114.8 H 28.78 14 11 15.6
IFL 3.8 H 7.41 7 16 15.3 LLC 14.7 H 7.31 23 2 12.1

MQG 84.5 H 37.42 15 -5 11.6 MGR 25.1 B 1.30 16 -3 12.2 Consumer Disc.
PPT 5.0 NR 37.85 - 25 20.4 SGP 35.0 H 3.66 16 -5 11.6 BBG 10.7 H 8.75 11 -1 15.3

WHG 0.2 B 1.09 54 13 9.1 WDC 151.6 S 12.70 -2 4 15.3 BRG 0.0 B 2.68 8 22 12.4
CYG 0.0 H 2.35 11 3 10.3

Insurance DJS 10.5 B 4.49 39 -1 12.0
AMP 44.7 H 5.37 16 2 13.8 FLT 5.7 H 24.15 7 27 13.5
AUB 0.1 B 5.19 14 9 12.7 GUD 1.8 H 10.50 10 12 13.6
AXA 22.6 H 5.64 3 10 19.1 HVN 7.5 H 3.12 31 -8 10.8
IAG 23.0 H 3.95 4 14 11.6 Info-Tech JBH 14.6 B 19.13 32 -1 14.8
QBE 82.4 H 17.27 11 4 10.0 CPU 27.5 B 10.48 16 3 17.9 KMD 0.4 B 1.41 35 6 10.7
SUN 38.8 B 9.70 9 21 11.9 IRE 2.9 H 8.75 12 4 18.6 MYR 13.9 B 3.78 33 12 12.0
TAL 1.8 H 2.51 16 12 10.5 OKN 0.2 B 3.11 29 13 11.8 NVT 0.9 H 3.65 38 -22 17.7

RKN 0.1 H 2.34 7 11 16.3 ORL 0.4 B 7.94 25 21 12.5
PBG 4.8 B 1.19 25 29 9.1
PMV 1.0 B 6.97 28 13 14.2
SUL 0.5 B 6.58 14 20 15.1
SUL 0.5 B 6.58 14 20 15.1
TRS 1.3 B 18.51 4 14 17.6
WTF 3.3 H 4.77 8 -10 18.0  
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Utilities Media Industria ls
AGK 21.1 B 16.16 8 9 15.5 AEO 0.1 H 1.63 20 -7 10.6 AAX 1.4 H 2.37 27 -7 9.5
APA 3.8 H 4.13 -6 11 19.9 APN 3.0 H 1.99 8 -3 10.4 ALS 0.7 H 2.50 24 -6 8.6
ENV 0.8 H 0.53 5 8 17.5 AUN 2.5 H 0.94 28 -4 21.7 BKN 4.6 B 8.60 21 12 12.7
IFN 1.6 H 0.73 23 -8 nm CMJ 1.9 H 3.34 5 7 20.9 BLY 11.9 B 3.97 8 26 16.4
SKI 4.7 H 1.11 -2 2 37.4 FXJ 15.8 H 1.47 26 0 10.6 BXB 43.8 H 6.82 9 29 18.1
SPN 3.9 S 0.92 -4 17 12.0 MCU 0.0 H 1.21 0 0 0.0 CAB 1.5 H 5.91 13 37 11.1

NWS 33.9 B 16.15 34 -7 13.7 CRG 1.6 H 7.50 18 -13 14.8
PRT 0.0 H 0.67 19 -9 10.1 CSR 10.1 H 1.80 10 5 14.2

Transport SEK 9.2 B 7.41 34 -2 19.3 DOW 9.1 H 5.02 10 7 9.2
A IO 19.2 B 1.60 25 -8 19.6 TEN 15.4 B 1.49 41 -1 10.5 HIL 0.9 H 2.20 14 -5 12.9
A IX 3.0 B 2.02 9 6 12.6 WAN 3.9 B 7.33 21 11 12.6 LEI 29.9 H 33.18 18 12 18.6
CEU 3.4 S 0.45 -19 11 nm MND 5.7 H 17.71 6 28 17.6
ITO 22.7 NR 1.51 - 3 54.6 MSL 0.3 H 3.86 1 45 19.6

MAP 15.8 B 3.10 13 9 nm NFK 0.2 B 1.10 32 12 8.3
MQA 1.9 S 1.54 -42 16 nm Materia ls PRG 0.3 B 1.80 52 -10 6.7
QAN 38.4 B 2.86 23 9 10.1 ABC 6.0 H 3.67 3 19 14.4 SAI 1.1 H 4.48 3 17 16.0
TCL 21.0 H 5.34 -3 19 nm AMC 35.3 B 6.81 15 9 14.8 SDM 0.3 B 1.96 33 23 11.2
TOL 14.7 H 6.38 20 9 13.7 BLD 15.2 H 4.42 21 2 15.2 SKE 0.1 NR 1.43 - 11 12.6
VBA 5.7 H 0.47 16 50 11.6 IPL 37.5 B 3.75 10 8 13.4 SLM 0.2 H 4.16 20 13 10.8

JHX 11.5 H 5.57 43 -11 31.8 SPT 1.2 B 2.38 20 17 10.1
Health Care NUF 9.6 H 4.79 -5 20 12.8 SVW 1.5 H 7.54 14 19 16.2

ANN 8.1 H 13.60 4 3 15.2 ORI 33.7 B 25.70 17 2 13.6 TPI 2.0 H 1.29 14 16 16.6
COH 15.0 H 73.68 3 6 23.9 PPX 0.8 H 0.47 19 -25 49.5 TSE 5.7 H 3.49 22 5 11.8
CSL 75.0 H 34.27 6 3 19.1 TWO 0.1 H 1.61 9 19 14.8
PME 0.0 H 0.56 25 0 nm UGL 7.9 B 15.27 24 7 14.0
PRY 6.1 S 3.11 16 -8 10.4 WDS 0.2 H 0.70 8 45 13.7
RHC 8.5 B 15.66 2 11 16.5
RMD 13.7 H 3.25 23 -10 21.5
SHL 13.5 H 10.93 18 5 13.8
SIP 1.1 H 0.46 25 -3 11.5

So urce: GS&P A  Research, IRESS Conviction List Member
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Telcos Metals Energy
HTA 0.0 H 0.11 11 5 36.7 ABY 0.6 H 1.38 24 42 4.8 AWE 3.5 B 1.60 50 -6 32.4
SGT 4.5 H 2.47 5 0 12.1 AQP 8.9 B 6.27 23 38 21.3 CTX 11.2 H 12.61 -6 25 11.5
TEL 8.8 H 1.63 1 4 11.0 AWC 39.8 H 2.22 8 37 107.7 ERA 4.8 S 12.15 -1 -12 20.8
TLS 143.5 H 2.68 32 -15 10.4 BHP 603.7 NR 45.27 - 12 11.9 ESG 2.7 B 0.83 46 -9 1044.7

CGG 2.4 H 0.54 11 69 nm NXS 2.3 H 0.46 -26 24 nm
EQN 9.3 B 6.34 18 22 12.4 ORG 39.1 B 16.46 21 6 22.3
FMG 67.1 B 6.82 18 52 10.7 OSH 28.9 H 6.82 -15 15 42.4

Gaming IGO 3.1 H 7.19 3 28 37.1 PDN 15.8 S 4.48 -25 12 52.8
ALL 6.6 S 3.66 -7 2 21.3 ILU 12.5 B 7.10 27 30 35.4 RIV 7.5 H 12.05 7 19 294.4
CWN 17.2 B 8.82 11 11 18.5 IMD 0.3 H 1.40 7 67 12.7 ROC 1.3 H 0.44 14 13 47.6
TAH 26.1 H 7.42 8 17 10.3 KZL 2.4 H 0.85 18 26 7.9 STO 72.6 B 13.08 22 -1 31.5
TTS 10.1 H 2.54 10 15 10.6 MCC 18.0 B 12.41 33 -7 16.5 TAP 0.2 H 0.83 33 -13 nm

MRE 1.4 H 0.80 31 7 43.2 WHC 7.0 NR 6.89 - 13 28.0
Steel OZL 42.2 B 1.73 21 41 13.4 WOR 25.5 H 25.10 4 9 18.9

AGO 9.7 NR 2.89 - 33 11.1 PLA 0.8 H 0.73 52 1 nm WPL 87.5 H 45.75 18 9 18.5
BSL 29.8 B 1.98 30 -18 17.0 PNA 16.5 B 0.79 27 32 13.5
MGX 13.6 B 2.34 7 33 8.0 RIO 271.4 B 87.20 21 20 11.5
MMX 4.3 H 1.38 33 -24 53.5 SFR 3.4 B 7.91 39 39 nm
OST 21.4 B 2.65 32 -15 9.6 WSA 5.6 H 6.44 9 33 15.0
SGM 13.0 B 16.91 25 -4 16.5

Gold
AVO 5.6 NR 3.64 - 31 23.4
BDG 0.3 S 0.28 -29 51 46.2
DOM 1.1 NR 3.35 - 63 14.8
KCN 5.9 NR 11.15 - 14 13.6
MDL 1.4 B 1.22 11 46 16.8
NCM 170.4 B 42.84 24 25 26.5
SBM 6.0 B 0.47 38 59 19.0

So urce: GS&P A  Research, IRESS Conviction List Member  
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General Disclosures 
Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
Investors should review current options disclosure documents which are available from Goldman Sachs & Partners Australia or Goldman Sachs sales 
representatives or at http://www.theocc.com/publications/risks/riskchap1.jsp. Transactions cost may be significant in option strategies calling for multiple 
purchase and sales of options such as spreads. Supporting documentation will be supplied upon request. 
 
Important disclaimers and disclosures applicable to research with respect to issuers, if any, mentioned herein are available through your Goldman Sachs & 
Partners Australia representative or at: http://www.gs.com.au/disclosures 

 
Option Specific Disclosures 
Price target methodology:  Please refer to the analyst’s previously published research for methodology and risks associated with equity price targets. 
 
Pricing Disclosure: Option prices and volatility levels in this note are indicative only, and are based on our estimates of recent mid-market levels. All prices 
and levels exclude transaction costs unless otherwise stated. 
 
Buying Options: Investors who buy call (put) options risk loss of the entire premium paid if the underlying security finishes below (above) the strike price at 
expiration. Investors who buy call or put spreads also risk a maximum loss of the premium paid.  The maximum gain on a long call or put spread is the 
difference between the strike prices, less the premium paid.  
 
Selling Options: Investors who sell calls on securities they do not own risk unlimited loss of the security price less the strike price. Investors who sell covered 
calls (sell calls while owning the underlying security) risk having to deliver the underlying security or pay the difference between the security price and the 
strike price, depending on whether the option is settled by physical delivery or cash-settled. Investors who sell puts risk loss of the strike price less the 
premium received for selling the put.  Investors who sell put or call spreads risk a maximum loss of the difference between the strikes less the premium 
received, while their maximum gain is the premium received. 
 
For options settled by physical delivery, the above risks assume the options buyer or seller, buys or sells the resulting securities at the settlement price 
on expiry. 
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Goldman Sachs & Partners Australia Pty Limited (GS&PA) hereby certifies that all of the views expressed in this report accurately reflect GS&PA's quantitative research model. GS&PA also 
certifies that no part of its compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in this report. 
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See company-specific regulatory disclosures for any of the following disclosures required as to companies referred to in the report: manager or co manager in a 
pending transaction; financial advisor in a strategic corporate transaction; 1% or other ownership; compensation for certain services; types of client relationships; 
managed/co-managed public offerings in prior periods; directorships; market making and/or specialist role.  
The following are additional required disclosures: Ownership and Material Conflicts of Interest: Goldman Sachs & Partners Australia Pty Ltd ("Goldman Sachs & 
Partners Australia") policy prohibits its analysts, assistant analysts and their respective associates owning securities of any company in the analyst's area of 
coverage. Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs & Partners Australia, which includes corporate advisory and 
financing revenues. Distribution of recommendations: See the distribution of recommendations disclosure on the following page.  
 
Compendium Report 
Please see disclosures at http://www.gs.com.au/Disclosures. Disclosures applicable to companies included in this compendium report can be found in the latest 
relevant published research. 
 
Global Product; Distributing Entities 
This report has been prepared by the Goldman Sachs & Partners Australia Investment Research Division for distribution to clients of affiliates of Goldman Sachs & 
Partners Australia and pursuant to certain contractual arrangements to clients of affiliates of The Goldman Sachs Group, Inc. (Group) (Collectively, Group and its 
affiliates, "GS").  
 
Group owns 45% of the ordinary shares of Goldman Sachs & Partners Australia Group Holdings Pty Ltd, the ultimate holding company of Goldman Sachs & 
Partners Australia. Research views, investment opinions and recommendations published by Goldman Sachs & Partners Australia are developed independently from 
those published by the Goldman Sachs Global Investment Research Division. 
 
This research is disseminated in Australia by Goldman Sachs & Partners Australia Pty Ltd (ABN 21 006 797 897); in Canada by Goldman Sachs Canada Inc. 
regarding Canadian equities and by Goldman Sachs & Co. (all other research); in Germany by Goldman Sachs & Co. oHG; in Hong Kong by Goldman Sachs (Asia) 
L.L.C.; in India by Goldman Sachs (India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) 
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the rules of the Financial Services Authority, should read this material in conjunction with the last published reports on the companies mentioned herein and should 
refer to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risk warnings is available from the offices of Goldman 
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Goldman Sachs & Partners Australia's or GS's services in effecting a transaction in the securities mentioned in this material.  
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distribution in the European Union and United Kingdom; Goldman, Sachs & Co. oHG, regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht, may also 
be distributing research in Germany.  
 
General Disclosures  
This research is for clients only, as stated above. Other than disclosures relating to Goldman Sachs & Partners Australia this research is based on current public 
information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than some industry reports published on a periodic basis, the large majority of reports 
are published at irregular intervals as appropriate in the analyst's judgment.  
 
Goldman Sachs & Partners Australia and/or its affiliates conduct a global full-service, integrated corporate advisory and financing, investment management, and 
brokerage business. We have corporate advisory, corporate finance and other business relationships with a substantial percentage of the companies covered by 
our Investment Research Division.  
 
Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our proprietary trading 
desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our proprietary trading desks and investing 
businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research.  
 
Goldman Sachs & Partners Australia and our affiliates, officers, directors, and employees, excluding equity analysts, will from time to time have long or short 
positions in, act as principal in, and buy or sell, the securities or derivatives (including options and warrants) thereof of covered companies referred to in this 
research.  
 
This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It does 
not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Clients 
should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, 
including tax advice. The price and value of the investments referred to in this research and the income from them may fluctuate. Past performance is not a guide 
to future performance, future returns are not guaranteed, and a loss of original capital may occur. Certain transactions, including those involving futures, options, 
and other derivatives, give rise to substantial risk and are not suitable for all investors. 
 
In producing research reports, members of Goldman Sachs & Partners Australia Investment Research may attend site visits and other meetings hosted by the 
issuers the subject of its research reports. In some instances the costs of such site visits or meetings may be met in part or in whole by the issuers concerned if 
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Australia - Research Recommendation Definitions 
 
 
Sell (S) Stock is expected to underperform the S&P/ASX 200 for 12 months 

Hold (H) Stock is expected to perform in line with the S&P/ASX 200 for 12 months 

Buy (B) Stock is expected to outperform the S&P/ASX 200 for 12 months 
 
Other Definitions 
NR Not Rated.  The investment rating has been suspended temporarily.  Such suspension is in compliance with 

applicable regulations and/or Goldman Sachs & Partners Australia Pty Ltd (“GS&PA”) policies in circumstances 
when GS&PA and/or, our  New Zealand affiliate, Goldman Sachs & Partners New Zealand Limited (“GS&PNZ”) is 
acting in an advisory capacity in a merger or strategic transaction involving the company and in certain other 
situations 

CS Coverage Suspended.  GS&PA has suspended coverage of this company. 

NC Not Covered.  GS&PA does not cover this company. 
 
Target Price 
Analysts set share price targets for individual companies based on a 12 month horizon.  These share price targets are subject to a range of company 
specific and market risks.  Target prices are based on a methodology chosen by the analyst as the best predictor of the share price over the 12 
month horizon. 
 
Research Criteria Definitions 
The above recommendations are primarily determined with reference to the recommendation criteria outlined below.  Analysts can introduce other 
factors when determining their recommendation, with any material factors stated in the written research where appropriate.  Each criterion is clearly 
defined for the research team to ensure consistent consideration of the relevant criteria in an appropriate manner. 
 

 
 
Industry Structure: Based on GS&PA industry structure ranking. All industries relevant to the Australian equity market are ranked, 

based on a combination of Porter’s Five Forces of industry structure as well as an industry's growth potential, 
relevant regulatory risk and probable technological risk.  A company’s specific ranking is based on the proportion 
of funds employed in particular industry segments, aggregated to determine an overall company rating, adjusted 
to reflect a view of the quality of a company’s management team. 

EVA™ Trend: 1 EVA™ trend forecast for coming 2 years.  Designed to reflect “turnaround stories” or to highlight companies 
GS&PA analysts believe will allocate capital poorly in the estimated timeframe.  

Earnings Momentum: The percentage change in the current consensus EPS estimate for the stock (year 1) over the consensus EPS 
estimate for the stock 3 months ago.  Stocks are rated according to their relative rank, effectively making it a 
market relative measure. 

Catalysts: A qualitative and quantitative assessment of a company's long term catalysts that the analyst believes should be 
considered and possibly recognised by the market.   

Price/Valuation: The premium or discount to base case DCF valuation at which the stock is trading relative to the average 
premium or discount across the market.   

 
For Insurers 
ROE Trend:  

 
ROE is used as a proxy for EVA™.  Rating takes into account the expected level and trend of ROE over the next 2 
years. 

Balance Sheet: 
 

Analyst’s assessment of the quality and strength of the insurer’s balance sheet, including conservatism of 
provisioning, sufficiency of capital, and quality of capital. 

 
For REITs 
Strategy: 

 
Used instead of industry structure as many REIT investors are intra rather than inter sector focussed. 

EPU Growth: Ranking of Earnings Per Unit growth relative to other listed Real Estate Investment Trusts. Used instead of EVA™ 
Trend. 

Yield: Yield relative to the REIT sector average.  Used instead of Earnings Momentum. 
 
For NZ Companies 
Relevant Index: 

 
If a research report is published by our New Zealand affiliate, GS&PNZ, the recommendation of a company or 
trust is based on their performance relative to the NZSX 50 Index (Gross) and not the S&P/ASX 200 Index. 

 

1 EVA™ is a registered trademark of the U.S. consultancy firm Stern Stewart 
 
Distribution of Recommendations – as at 30 September 2010 
Recommendation Overall Corporate relationship* in last 12 months 
Sell 7% 0% 

Hold 57% 58% 

Buy 36% 42% 
 
* No direct linkage with overall distribution as the latter relates to the full GS&PA/GS&PNZ coverage (>250 companies). The above table combines the corporate 

relationships and recommendations of both GS&PA and GS&PNZ. 
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