
Equity Structured Products and Warrants 
 

 

 

This material has been produced by RBS sales and trading staff and should not be considered independent. 

The Round Up 
4 May 2010 
Issue No. 323 

 

The Round Up is a comprehensive 
daily note produced by the RBS 
Warrants team providing an overview 
of market movements along with 
quality ideas for warrant traders and 
investors.  

 
Equities 

 Move Last % Move Range Volume 
ASX 200 -21.9 4785.5 -0.5% -54 to + $5.8 bn(A) 
SPI - yesterday -24.0 4795.0 -0.5% -62 to -20.u.c 22,768(A) 
Dow Jones +143.2 11151.8 +1.3% +1 to +169 High 
S&P 500 +15.6 1202.3 +1.3% +2 to +18 High 
Nasdaq +37.6 2498.7 +1.5% +11 to +42 High 
FTSE -64.6 5553.3 -1.1% -77 to +26 High 

 
Commodities 
 Move Last % Today % Past Month  
Oil-WTI spot -0.09 86.06 -0.1% +1.4%  
Gold Spot +1.87 1181.07 +0.2% +5.5%  
Nickel (LME) +40.87 1190.42 +3.6% +5.1%  
Aluminium (LME) +2.56 100.93 +2.6% -3.0%  
Copper (LME) +3.50 335.50 +1.1% -4.7%  
Zinc (LME) +0.82 102.21 +0.8% -3.9%  
Silver +0.16 18.80 +0.9% +4.9%  
Sugar -0.17 14.98 -1.1% -10.3%   

Global Market Action Scoreboard, commentary 

Aussie Market Action SPI Comment, Events & Dividends 

News Corp. (NWSKZJ) MINI Trading Buy - 2Q result drives higher guidance 

Equinox (EQNKZA) MINI Trading Buy –  Favoured copper play 
ANZ  (ANZKZN) MINI Trading Buy – Still Restoring  
Australian Strategy US Reporting Season 
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Dual Listed Companies (DLC’s) 
 Move %Move Last AUD Terms Diff to Aus 
NWS (US) +0.59 +3.3% 18.38 19.85 +0.59 
RIO (UK) -154.0 p -4.4% £33.79 55.63 -154.0 p 
BLT (BHP UK) -64.0 p -3.1% £20.255 33.34 -64.0 p 

 
American Depository Receipts (ADR’s) 
 Move %Move Last AUD Terms Diff to Aus 
BHP (US) -1.35 -1.9% 71.44 38.57 -95.5 c 
AWC (US) +0.14 +2.5% 5.75 1.55 -1.8 c 
TLS (US) +0.18 +1.2% 14.77 3.19 +1.0 c 
ANZ (US) +0.99 +4.5% 23.18 25.03 +29.2 c 
WBC (US) +4.86 +3.9% 129.00 27.86 -662.8 c 
NAB (US) +0.48 +1.9% 25.98 28.06 +15.6 c 
LGL (US) -1.76 -5.0% 33.59 3.63 -4.3 c 
RMD (US) +0.25 +0.4% 68.68 7.42 +2.7 c 
JHX (US) +1.26 +3.5% 36.72 7.93 -2878.5 c 
PDN (CAN) -0.11 -3.0% 3.61 3.86 +0.6 c 
 

Overnight Commentary 
United States Commentary  

The Dow had a good night after some positive eco numbers again let investors focus on the improving US economy. The 
Dow was up 143pts, the S&P added 1.3% and the Nasdaq rose 1.5%. 

Eco - Manufacturing grew at the fastest pace since 2004 with ISM Manufacturing 60.4 vs 60 expected and up from 59.6 
prior. Construction Spending rose unexpectedly, +0.2% vs -0.5% predicted and up from -1.3% prior, and it was the first 
rise since October. Personal Income and Spending were in line as was the PCE Deflator and PCE Core. 

Financials - Goldmans jumped 3% after Warren Buffet came out in support of the embattled firm and its chief. Capital One 
was the best on the S&P100 up 6.3% whilst on the big board JP's rose 2.2% and BoA was up 1.3%. 

Growth Proxies - Caterpillar was up 2.7% and was best on the Dow on the back of the ISM numbers.GE climbed 2.1%, 
United Tech rose 1.8%, HP also added 1.8% and 3M ended 1.3% higher. Apple was up 2% after saying it sold 1m iPads 
in the first month. 

Airlines - The tie up between UAL and Continental saw those stocks jump 2.4% and 2.3% respectively. Boeing climbed 
2.7% to be equal best on the Dow with American 2.8% higher with analysts saying it will be looking for partnerships. 

United Kingdom & Europe Commentary 

European indices were generally higher Monday boosted by an agreement to provide Greece with 110b Euros of fiscal 
support and better than expected economic data out of the US. However banks continue to struggle as investors fear what 
impact the bailout package will have on the Euro. The FTSE 100 was closed for a bank holiday, the DAX +0.5% and the 
CAC+0.3% . 

Euro - Norwegian aluminium play rose 2.6% after agreeing to buy mine assets from heavyweight Vale for $4.6B and as 
the countries trade minister stated the governments long term goal was to raise its stake in the company to 40%. 

Commodities Commentary 

Commodities : Oil -0.1%, Gold +0.2%. LME closed 
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SPI Commentary 
The SPI traded down 23pt to 4795. Open at 4818 with a high of 4835 and a low of 4742. Volume 27,121. Overnight the 
SPI traded up 17pts 4815. 

SPI Intraday SPI Daily 

*SPI report taken from the 9:50am open to the 4:30pm close on the previous trading day. Charts taken from IRESS 

 

Upcoming Economic Events for the Week 

Monday AUS  

 US  

Tuesday AUS  

 US  

Wednesday AUS  

 US  

Thursday AUS  

 US  

Friday AUS  

 US  
*Dates are indicative only and may change 
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MINI Trading Buy: 
News Corp (NWSKZJ) –  2Q result drives higher guidance 

News Corp reported a strong 2Q10 result and raised FY10 guidance. We expect the focus to now turn to FY11 earnings, 
with RBS Research FY11F EPS of US$1.13 c13% ahead of Bloomberg consensus of US$1.00. We see the return to ad 
growth at the WSJ as a key positive for sentiment towards News Corp's newspaper assets. 
RBS Research has a $20.87 Target Price on NWS which represents a healthy 17.4% upside. Get Long NWS with 
NWSKZJ.  
 

 
Source: IRESS 
 
2Q10 result strong and upgrade to guidance; raise FY11F EPS to US$1.13 
2Q10 operating profit of US$1,212m was above RBS Research’s US$983m forecast and up 44% on the pcp. 2Q10 
normalised EPS of US$0.25 was ahead of RBS Research’s US$0.20 forecast (consensus US$0.20). The company 
doubled its FY10 op profit growth guidance to ‘low 20’s’ from ‘high single to low double digit’. We believe this guidance 
remains conservative in light of the 26% growth already delivered in the first half and pcp’s getting easier. RBS has raised 
FY10F op profit to US$4,340m or 26% growth (vs +20% previously).  
Cable continues to power ahead 
Cable had another very strong quarter, with op profit up 35%. RBS raise FY10F cable op income 9% to US$2.23bn. 
Cable makes up over 50% of News Corp’s op profit and is the key driver of earnings growth. Filmed earnings were also 
strong, with very strong Avatar profits still to come. 
 
WSJ delivers advertising growth – a key positive for sentiment 
A key positive was an improved Newspaper performance, with the Wall Street Journal print ad revenue up 5%. This sets 
the WSJ apart from its US newspaper peers, which continue to report big declines in ad revenues. TV op profit stayed 
weak, but stations returned to revenue growth (+6% in 2Q10) and News Corp said 3Q10 station revenue was up 18-19%. 
Sky Italia was the main disappointment, with subscribers falling 63,000. 
 
 
RBS MINIs over NWS 

Security ExPrc Stop Loss CP ConvFac Delta Description 

NWSKZJ 1190.26 1302 Long 1 1 MINI Long 
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MINI Trading Buy: 
Equinox (EQNKZA) – Wet season almost over, still favoured copper play 
Now that the wet season is almost over and guidance is still intact, we expect the market to become more comfortable 
with the outlook. We believe EQN continues to have the greatest expansion potential of the copper stocks; maintain Buy.   
Buy Long MINI EQNKZA for short term trade to $4.80 or hold for the long term. 
 

 
Source: IRESS 
 
Result below forecast on debt refinancing charges 
The reported net loss of US$183m was skewed by a non-cash mark-to-market hedge loss of US$329m. The underlying 
profit of US$38m (ex non-cash derivative loss) was lower than RBS Research expected, mostly due to higher financing 
costs related to refinancing the Lumwana project debt (not forecast). Cash costs of US$1.53/lb in 4Q09 were also above 
RBS estimate of US$1.35/lb owing to additional expenses preparing for the wet season. 
 
2010 guidance maintained at 135kt 
The company has reconfirmed its guidance of 135kt at a cash cost of US$1.35/lb for CY10, which factors in lower 
production in 1Q10 due to the wet season impacts. Management did not elaborate on how much production was down, 
only noting the wet season had been neither good nor bad. The worst of the rains are expected to stop over the next few 
weeks. 
 
On track to hit 20Mtpa in 2H10 
Ramp up to a nameplate capacity of 20Mtpa is on track for 2H10. The company expects to continue the ramp up process 
over the next two years, with the aim of achieving a 24Mtpa rate within18 months or reaching full production. We are 
more conservative and don’t expect a consistent throughput of 24Mtpa until 1Q13. An expansion beyond 20Mtpa in the 
near term may also require opening up of the Chimiwungo pit, which could incur additional capex. 
 
Investment view – wet season uncertainty evaporating 
EQN continues to have the greatest expansion potential of the copper stocks RBS cover, in our view, and trades at a 
significant discount to our NPV. We see this discount correcting as production results improve through 2010 and 
expansion plans move closer to reality. RBS Research maintain Buy call on a 12-month view. There is still some risk that 
1Q production may disappoint the market, but long term we believe the stock should rerate significantly once the ramp up 
is complete. 

RBS MINIs over EQN 
Security ExPrc Stop Loss CP ConvFac Delta Description 

EQNKZA 2.1262 2.54 Long 1 1 MINI Long 
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MINI Trading Buy: 
ANZ  Banking Group (ANZKZN) – Still Restoring  

ANZ's 1H10 result was 3% above our cash EPS estimate, although the dividend was 4% below our forecast. In 
our view, ANZ's revenue was held back by wider sector trends, but its interest margin should outstrip peers in 
FY10. We lift our FY10 cash EPS forecast 3.9% and maintain our Buy recommendation.   
 

 
Source: IRESS 
 
1H10 cash EPS was 4% above Bloomberg consensus 
ANZ’s 1H10 results (underlying EPS $0.913, cash EPS $0.944) beat consensus by 4%, although the $0.52/share 
dividend fell short of RBS Research’s $0.54/share forecast. Adjusted for FX movements and assuming full ownership of 
ING, ANZ’s 1H10 underlying revenue rose 3.2% on 2H09 and profit before bad debts and tax grew just 3.6% on 2H09. 
ANZ’s top line held back by sector trends 
We see wider sector influences held back top-line growth. In FY10, all major banks face flat loan balances, softer trading 
income, weakness in wealth management and lower retail banking fees. With this industry backdrop, higher net interest 
margins are all that’s left to boost revenues. ANZ lifted its group net interest margin by a healthy 6bp, despite a big drag 
from trading activities. The main company-specific drag for ANZ was cost growth. 
But most of these drags should lift by 1H11 
Even so, some of these clouds may start to clear in 2H10. ANZ highlighted a pick-up in corporate loan applications, 
although it concedes that drawdowns have yet to budge. Corporate loan repricing and higher free funds earnings should 
lift 2H10 margins again. Operating cost growth looks to have peaked, and momentum should return in the Asian unit. 
We upgrade cash EPS 3.9% for FY10F 
RBS Research has lift their forecasts to account for better margins, recent acquisitions, the New Zealand recovery, and a 
lower payout ratio. Cash EPS forecast rises 3.9% for FY10, 6.1% for FY11 and 5% for FY12.  RBS Research’s FY10F 
dividend falls to $1.14 /share. 
Retaining Buy, raising price target to $27.26/share (from $26.28/share) 
We see less pressure on ANZ’s earnings by 2H10 and 1H11. ANZ has about $3bn in excess capital relative to the peer 
average and trades on a 4% discount to peers (IBES 12m fwd). RBS Research price target is $27.26/share (DDM of 
$26.26/share and $1.00/share for extra capital). 
ANZ last traded $24.74, BUY ANZKZN for 1-for-1 upside towards RBS Target Price of $27.26 
 
RBS MINIs over ANZ  

Security ExPrc Stop Loss CP ConvFac Delta Description 
ANZKZL 1431.99 1493 Call 1 1 MINI Long 
ANZKZM 1314.88 1371 Call 1 1 MINI Long 
ANZKZN 1733.96 1808 Call 1 1 MINI Long 
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RBS Round Up Corner: 

US Reporting Season Summary  
 
We enter the 1Q10 US reporting season with both the US and Aussie equity markets looking 
fairly valued, and earnings revision cycles in both countries flat. Therefore, we see US 
reporting as a significant sign post for both markets. We identify the key sectors and stocks 
to watch from Oz. 
 
Looking for top-line sales growth in the US for 1Q10 
A key barometer for this US reporting season will be the extent to which companies deliver both top-line sales as well as 
earnings surprise. Of the last four US reporting seasons, only 4Q09 delivered both sales and earnings surprises. This 
outcome was generally seen as evidence of the US recovery accelerating and not just corporate cost-cutting. 
 
Revenue growth of 12% pcp (just 8% delivered last quarter) 
For 1Q10, Bloomberg is looking for revenue growth of 12% on 1Q09, which compares with 8% actual for December 2009. 
On a sector basis, the key contributors are likely to be Energy, which accounts for 36% of the expected aggregated 
revenue growth, and Financials at 15%. 
 
 
Which US stock results should we focus on in Oz? 
 
During the peak of US reporting, we are generally inundated with results on a daily basis, some of which have more 
relevance than others for the Australian market. To help prioritise the US results, we have surveyed the RBS research 
analysts and asked them to identify which are the key US stocks to watch in their sectors. These are presented in the 
table below, along with their expected reporting date and key forecast expectations. 
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For further information please do not hesitate to contact us on the details below 

 
Equities Structured Products & Warrants   

Toll free 1800 450 005 www.rbs.com.au/warrants 

Trading Products Team   

Ben Smoker 02 8259 2085 ben.smoker@rbs.com 

Ryan Corrigan 02 8259 2425 ryan.corrigan@rbs.com 

Investment Products Team   

Elizabeth Tian 02 8259 2017 elizabeth.tian@rbs.com 

Tania Smyth 02 8259 2023 tania.smyth@rbs.com 

Robert Deutsch 02 8259 2065 robert.deutsch@rbs.com 

Mark Tisdell 02 8259 6951 mark.tisdell@rbs.com 
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Disclaimer 
The information contained in this report has been prepared by RBS Equities (Australia) Limited (“RBS Equities”) (ABN 84 002 768 701) (AFS Licence No 240530) and has 
been taken from sources believed to be reliable.  RBS Equities does not make representations that the information is accurate or complete and it should not be relied on as 
such.  Any opinions, forecasts and estimates contained in this report are the views of RBS Equities at the date of issue and are subject to change without notice.  RBS 
Equities and its affiliated companies may make markets in the securities discussed.  RBS Equities, its affiliated companies and their employees from time to time may hold 
shares, options, rights and warrants on any issue contained in this report and may, as principal or agent, sell such securities.  RBS Equities may have acted as manager or 
co-manager of a public offering of any such securities in the past three years.  RBS Equities’ affiliates may provide, or have provided banking services or corporate finance to 
the companies referred to in this report.  The knowledge of affiliates concerning such services may not be reflected in this report.  This report does not constitute an offer or 
invitation to purchase any securities and should not be relied upon in connection with any contract or commitment.  RBS Equities, in preparing this report, has not taken into 
account an individual client’s investment objectives, financial situation or particular needs.  Before a client makes an investment decision, a client should consider whether any 
advice contained in this report is appropriate in light of their particular investment needs, objectives and financial circumstances.  It is unreasonable to rely on any 
recommendation without first having consulted with your advisor for a personal securities recommendation.  The information contained in this report is general advice only.  
RBS Equities, its officers, directors, employees and agents accept no liability for any loss or damage arising out of the use of all or any part of the information contained in this 
report.  This Information is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local 
law or regulation.  If you are located outside Australia and use this Information, you are responsible for compliance with applicable local laws and regulation.  This report may 
not be taken or distributed, directly or indirectly into the United States, or to any U.S. person (as defined in Regulation S under the U.S. Securities Act of 1993, as amended). 
The warrants contained in this report are issued by RBS Group (Australia) Pty Limited (“RBS”) (ABN 78 000 862 797, AFS Licence No. 247013).  The Product Disclosure 
Statements relating to these warrants are available upon request from RBS Equities or on our website www.rbs.com.au/warrants 
RBS Group (Australia) Pty Limited is not an Authorised Deposit-Taking Institution and these products do not form deposits or other liabilities of The Royal Bank of Scotland 
N.V. or The Royal Bank of Scotland plc.  The Royal Bank of Scotland plc does not guarantee the obligations of RBS Group (Australia) Pty Limited. 
© Copyright 2009.  RBS Equities.  A Participant of the ASX Group. 
 
 

Explanation of Warrant Tables 
Security – refers to the code ascribed to the warrant, ExDate – refers to the date on which the warrant expires or is reset, ExPrc – refers to the exercise price, or second 
instalment payment, CP – tells you whether the warrant is a call or a put, ConvFac – the conversion factor of the warrant which tells you how many warrants you need to 
exercise in order to take possession of 1 share, Delta – tells you how much the warrant will move for a 1c move in the underlying security, Description – Tells you the type 
of warrant.  
All charts taken from IRESS unless indicated otherwise 


