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Citi Investment Research Model Portfolio 
 We believe we are approaching the “sweet spot” of the economic cycle after negative momentum has abated, but before 

yield pressures have re-emerged. Citi economists estimate that Australian real GDP will grow 1.3% June qrt-on-June qrt 
2010 (ie “through the year”), up from a pedestrian 0.2% June-on-June 2009. Simultaneously, PEs and capitalisation rates will 
be boosted by a headline annual CPI at 1.5% in the June quarter. Our index targets for the S&P/ASX200 are 4,500 for Dec 
2009 and 5,000 for June 2010. 

 We still look for a “speed limit” on equity market recovery. Real GDP growth in the world’s developed economies will likely be 
down 4.0% in calendar 2009, on Citi estimates, with only 1.3 percentage points of that flowing back in 2010. Output gaps 
remain very large across the US, Japan, UK and much of Europe. This widespread excess capacity in our view acts as a 
significant brake on Australian stocks with northern hemisphere exposure in general, and the resources sector in particular.  

Sector Tilts, Stock Selection 
 We have been market weight banks for much of this year, with lingering concerns about the troika of bad debt/capital 

raising/dividend cut risk. We edge 1.5% overweight in this portfolio review, with the recent NAB raising suggesting the market 
impact of these risks is fading fast. Banks benefit from our upgrades to domestic economic growth estimates (housing 
updates, lower unemployment peak for this cycle) as well as being clear candidates for switching cash to shares on yield 
comparatives.  

 REITS and property are attractive on a similar argument – we go with majors Westfield and Stockland. 

 In domestic economic exposure cum yield space is a weighting to Telcos via Telstra – just slightly over index, and some 
signs of a company making a fresh start under new leadership.  

 

 

 

 

 

 

 

Citi Investment Research Model Portfolio 
Moving Overweight the Banks 
From Graham Harman and the Citi Investment Research Team 

Lopsided Barbell We tilt to domestic cyclicality with attractive yields versus 
cash, and away from late cyclicals and stretched multiples. 
This leaves us overweight banks (in line with our Global 
Equity Strategists) and underweight resources and energy.

Fundamental Tilts We are biased towards domestic over international 
exposure; high dividend yield and low PE and Price/Book, 
and are cautious of stocks with demanding 2010 EPS 
growth estimates. Given the strong run in the Australian 
equity market since early March (+33%), we are a touch 
underweight beta here. 

Overweight: Banks, REITS, Healthcare, Media, Consumer Discretionary

Underweight: Resources, Transport, Utilities, Energy 

Adds: ANZ Bank, United Group 

Deletes: Foster’s Group, Wesfarmers 

Invest in the Citi Model Portfolio using  
Citi Instalment Warrants 
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Investing in the Citi Model Portfolio using Citi Instalments* 
 Investors can maximise their exposure to the Citi Model Portfolio by investing in Citi Instalments. An example of the 

instalments available over the model portfolio include: 

*The above is a snapshot of the Citi Model Portfolio and does not constitute advice.  
Investors should read the respective Product Disclosure Statements prior to making any Investment Decision.  

For more information, including the complete portfolio composition, please contact the Citi Warrants Sales Desk on 1300 30 70 70. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

 

Code Maturity Loan Amount Type Share Price Warrant Price Portfolio Wgt 

CBAIOA 23-June-2010 $30.00 Citi Instalment $39.90 $14.31 9% 

WBCIOA 23-June-2010 $16.00 Citi Instalment $20.80 $7.23 9.7% 

ANZIOA 23-June-2010 $14.00 Citi Instalment $17.13 $5.66 8% 

SUNIOD 17-July-2011 $4.25 Citi Instalment $7.21 $4.33 2.5% 

IAGIOA 23-June-2010 $2.50 Citi Instalment $3.60 $1.425 3.5% 

QBEIOA 23-June-2010 $15.00 Citi Instalment $19.90 $7.80 1.8% 

WDCIOD 17-June-2011 $6.50 Citi Instalment $11.14 $6.67 4% 

BHPIOA 23-June-2010 $27.50 Citi Instalment $38.00 $15.31 16.5% 

AMCIOA 23-June-2010 $4.25 Citi Instalment $5.05 $1.675 3% 

WPLIOA 23-June-2010 $34.00 Citi Instalment $44.35 $16.04 6% 

FXJIOD 17-June-2011 $0.75 Citi Instalment $1.42 $0.885 4% 

CSLIOA 23-June-2010 $30.00 Citi Instalment $39.90 $10.16 3.5% 

SHLIOD 17-June-2011 $8.00 Citi Instalment $11.08 $5.94 3% 

TLSIOA 23-June-2010 $2.75 Citi Instalment $3.58 $1.14 5% 

Advantages of Investing in Citi Instalment Warrants 

  Lower initial outlay 

  Enhanced dividend yields and franking credits 

  Dividends and franking credits are paid through to Instalment holders  

  Increased exposure to share price movements 

  Variable gearing levels 

  Potential Tax Benefits 

  Eligible for Self Managed Super Funds 

  No obligation to pay the Final Instalment 

  No margin calls if share price falls 

  Issued over a broad range of blue-chip companies 

  Easily traded on ASX 
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Investors should read the relevant Product Disclosure Statement which details the potential risks associated with investing in Self 
Funding Instalments. Such risks can include: 

- factors affecting the price of the warrant, eg the price of the underlying security 

- possible illiquidity of trading market 

- general market risks 

- legislative and tax risks 

Contact Details 
For further details on this or any other Citi Structured Product please contact the sales desk on 1300 30 70 70 or email 
australia.warrants@citi.com. 

 

Other Considerations 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Disclaimer 

 
This material is made available by Citigroup Global Markets Australia Pty Limited (“Citigroup Global Markets”) ABN 64 003 114 832 and AFSL 240992, Participant of the ASX Group and a 

Participant of the Sydney Futures Exchange Limited.  The Financial Products referred to in this document are issued by Citigroup Global Markets. This information does not take into account the 
investment objectives or financial situation of any particular person. Investors should be aware that there are risks of investing and that prices both rise and fall. Investors should seek their own 

independent financial advice based on their own circumstances before making a decision.  
The terms set forth herein are intended for discussion purposes only and subject to the final expression of the terms of a transaction as set forth in a definitive agreement and/or confirmation.  

Although the information contained herein is based upon generally available information and has been obtained from sources believed to be reliable, we do not guarantee its accuracy, and such 
information may be incomplete or condensed.  Any prices used herein are historic and may not be available when any order is entered.  All opinions and estimates included in this document 

constitute our judgment as of this date and are subject to change without notice. 
 

This material does not purport to identify the nature of the specific market or other risks associated with a particular transaction. Before entering into a derivative transaction, you should ensure 
that you fully understand the terms of the transaction, relevant risk factors, the nature and extent of your risk of loss and the nature of the contractual relationship into which you are entering. You 

should also carefully evaluate whether the transaction is appropriate for you in light of your experience, objectives, financial resources, and other relevant circumstances and whether you have the 
operational resources in place to monitor the associated risks and contractual obligations over the term of the transaction. 

 
The ultimate decision to proceed with any transaction rests solely with you.  We are not acting as your advisor or agent.  Therefore prior to entering into the proposed transaction you should 

determine, without reliance upon us or our affiliates, the economic risks and merits, as well as the legal, tax and accounting characterizations and consequences of the transaction, and 
independently determine that you are able to assume these risks.  In this regard, by acceptance of these materials, you acknowledge that you have been advised that (a) we are not in the 

business of providing legal, tax or accounting advice, (b) you understand that there may be legal, tax or accounting risks associated with the transaction, (c) you should receive legal tax and 
accounting advice from advisors with appropriate expertise to assess relevant risks, and (d) you should apprise senior management in your organization as to the legal, tax and accounting advice 

(and, if acceptable, risks) associated with this transaction and our disclaimers as to these maters.  If you are acting as a financial adviser or agent, you should evaluate these considerations in 
light of the circumstances applicable to your principal and the scope of your authority. If you believe you need assistance in evaluating and understanding the terms or risks of a particular 

derivative transaction, you should consult appropriate advisers before entering into the transaction. 
 

We and/or our affiliates (together, the “Firm”) may from time to time take proprietary positions and/or make a market in instruments identical or economically related to derivative transactions 
entered into with you, or may have an investment banking or other commercial relationship with and access to information from the issuer(s) of financial products underlying derivative transactions 

entered into with you.  We may also undertake proprietary activities, including hedging transactions related to the initiation or termination of a derivative transaction with you, that may adversely 
affect the market price, rate, index or other market factors(s) underlying a derivative transaction entered into with you and consequently the value of the transaction. This document and its 

contents are proprietary information and products of our firm and may not be reproduced or otherwise disseminated in whole or in part without our written consent unless required to by judicial or 
administrative proceeding. 

 
 © Citigroup 2009. All Rights Reserved.  Citi and the Red Arc Device are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world. Any 
unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prosecution. 

 

 


