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As with any investment, the risks associated with margin 

lending mean that it is not a suitable strategy for every 

investor. It is important to understand both the risks 

involved and how you can manage those risks. For this 

reason, we recommend that you discuss your decision with 

your adviser and ensure that you are familiar with the terms 

and conditions of the facility. In short, while margin lending 

enhances your potential for bigger gains, it can also expose 

you to greater risk in a falling market. As a falling market 

may affect the value of the security on your loan, it is 

essential to understand the concepts of gearing ratios, 

buffer and margin calls.

What is a gearing ratio?

Each security in your margin lending portfolio 

has its own gearing ratio, which determines the amount 

you can borrow against that security. Your maximum 

gearing ratio for the loan is the weighted average of each 

individual gearing ratio in your portfolio. This is the 

maximum amount you can borrow, calculated as a 

proportion of the market value of your securities.

What is a buffer?

As share markets are by nature volatile, St.George Margin 

Lending provides a buffer to allow for small fl uctuations in 

the market value of your security. 

This buffer is based on the market value of all the 

acceptable securities in your portfolio, multiplied by 

the percentage that we assign to that type of security. 

Currently, the percentage is 10% for managed funds and 

most shares. You cannot borrow more money if this 

would put you into your buffer.

What is a margin call?

From time to time, you may exceed your maximum 

gearing ratio due to a fall in the market value of your 

securities, changes to gearing ratios or, for example,  

delisting of a company. When your maximum gearing 

ratio is exceeded by more than the allocated buffer, a 

margin call will be made. If this occurs, we will try to 

contact you either by phone, email, SMS or ordinary mail, 

however, it is important you monitor your account 

regularly. When a margin call is made you will be required 

to restore your loan back to the maximum gearing ratio by 

doing one of the following by 2pm (AEST) on the following 

business day:

l   Provide additional securities (from our Acceptable 

Securities List)

l   Sell securities from your portfolio to repay a portion 

of your loan

l   Repay part of your loan.

The risk of a margin call means that margin lending is not 

appropriate for every investor. Any decisions about your 

investments should be discussed with your adviser.

Understanding the concepts
and managing the risks
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How changes in market value affect your investments

The following three examples illustrate the effects 

of a falling market on a geared portfolio. These examples 

are based on a maximum gearing ratio of 70% and assume 

that the margin lending investments have a 10% buffer.

Starting point

Client equity $30,000

Gearing ratio 70%

Amount borrowed $70,000

Borrowing limit $70,000

Portfolio market value $100,000

Amount borrowed as 
a % of market value
(margin call at 80%*)

70%

* Margin call at 80% calculated as maximum gearing ratio plus buffer.

Buffer

In a falling market, the value of your portfolio will fall, 

which, in turn, causes the gearing level to rise. This 

example shows the effect of a 5% fall in the value of your 

portfolio. While the “amount borrowed as a percentage of 

market value” has risen, it remains within the 10% buffer.

Initial portfolio value $100,000

Current portfolio 

market value
 $95,000

Gearing ratio 70%

Client equity $25,000

Amount borrowed $70,000

Borrowing limit $66,500

Amount borrowed as 
a % of market value 
(margin call at 80%*) 

73.68%

* Margin call at 80% calculated as maximum gearing ratio plus buffer.

Margin call

A 15% fall in the market value of the same portfolio will 

trigger a margin call.

Initial portfolio value $100,000

Current portfolio 
market value 

$85,000

Gearing ratio 70%

Client equity $15,000

Amount borrowed $70,000

Borrowing limit $59,500

Amount borrowed as 
a % of market value 
(margin call at 80%*)

82.35%

* Margin call at 80% calculated as maximum gearing ratio plus buffer.

A simple strategy for managing margin call risk

One of the easiest ways to manage the risk of 

a margin call is to borrow less than the available amount 

determined by the maximum gearing ratio of your 

portfolio. The following example shows how, rather than 

gearing to the maximum gearing ratio of 70%, you may 

choose to borrow a lesser percentage of your market 

value, say 50%. This means the amount that the market 

value of your portfolio has to fall to trigger a margin call 

is far greater.
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Maximum
Gearing

50%
Gearing

Amount borrowed as 
a % of market value  

70% 50%

Client equity $30,000 $30,000

Gearing ratio 70% 70%

Amount borrowed $70,000 $30,000

Borrowing limit $70,000 $42,000

Market value 
of security

$100,000 $60,000

Market fall 
required to trigger 
a margin call

12.5% to
$87,500

37.5% to
$37,500  
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In addition to the “borrow less” strategy outlined, other 

ways to reduce your risk include: 

l   Making regular interest payments – while adding 

interest onto your loan balance may be convenient for 

some investors, paying your interest on a regular basis 

reduces the likelihood of your current gearing ratio 

exceeding your maximum gearing ratio.

l   Keeping an eye on your investments – to ensure that 

your level of borrowing is appropriate for your situation 

and the current economic climate, you and your adviser 

should evaluate your portfolio on an ongoing basis.

l   Reinvesting your income – you can offset interest 

charges and reduce your loan commitment by reinvesting 

your share dividends and managed fund distributions.

l   Diversifying your investments – this means spreading 

your investments across market sectors and choosing 

the investments you feel most comfortable with: 

shares, managed funds, master trusts or wraps.

l   Developing a strategy – plan in advance how you would 

deal with a margin call, considering which additional 

securities you could lodge as security, which securities 

you would be prepared to sell and what other funds 

would be available to you on short notice.

You should also ensure that we have your contact details 

in the event of a margin call.

 Managing your margin loan made easy

St.George Margin Lending offers you a range of services 

to make managing your facility as easy as possible.

Our Account Management Team can help you with 

lodging your security, getting started and any questions 

you may have along the way. Call 1300 304 065, Monday 

to Friday, 8am-6pm(AEST) to talk to an Account Manager.

The adviser of your choice

St.George Margin Lending lets you trade your shares through 

the stockbroker of your choice and invest in managed funds 

through your preferred fi nancial planner.

Portfolio service

Our portfolio approach allows you to monitor all the securities 

in your facility. With stock prices updated every twenty 

minutes, it’s a great way to keep up with stock movements 

and determine the value of your entire portfolio. Your 

securities portfolio can be viewed on Internet Account

Access and is listed on your monthly statement.

Consolidated statements and reporting

Monthly statements provide complete details of your 

St.George Margin Lending facility, together with your overall 

portfolio position. Statement information is mailed to you 

monthly but can also be viewed online, or is available on 

request from our Account Management Team. You can also 

nominate your adviser to receive copies of your statements.

Statements clearly itemise:

l   Opening and closing balances, and available funds

l   Current market value of your security

l   Total market value of your portfolio

l   Maximum gearing ratio on your portfolio

l   Transactions for the month

l   Interest charged

l   Any payments made by you.

Additional strategies 
for minimising risk

Additional strategies 
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Internet account access 

Online access to your account gives you an instant view of 

your margin lending facility, 24 hours a day, 7 days a week.*  

Please see page 11 for more information.

*Subject to systems availability and maintenance.

Multiplying your wealth to meet your goals

Investment Scenario 2

Wealth creation and tax advantages

Name: Susan  

Age: 42 

Occupation: Advertising Agency Manager

Current financial position 

With $50,000 in savings, Susan had a property 

investment in mind. With the possibility of a future 

overseas transfer however, she decided to reconsider her 

investment strategy. Seeking advice from a qualified 

adviser, Susan asked about investment alternatives that 

could put her savings to work and provide good capital 

growth in the medium to long term. Through a detailed 

financial needs analysis, Susan’s adviser identified that 

her income – currently $90,000p.a. – was secure and that 

she was prepared to take some risks. Susan’s adviser 

advised that, in addition to capital growth, tax 

effectiveness should be an important aspect of her 

overall investment strategy. 

Investment recommendation 

Susan’s adviser recommended that she invest her $50,000 

in a combination of Australian and International Share 

Funds. Using these investments as security, the planner 

suggested that Susan borrow additional funds through  

St.George Margin Lending to invest in Australian equities. 

With this strategy, Susan could borrow up to $110,000 to 

create a portfolio with a total value of $160,000. This 

provides the potential to achieve far greater gains than 

would have been possible by only investing Susan’s 

$50,000 savings... or by leaving it in the bank. 

Projected outcome 

Based on capital growth projections of 10%p.a.,* Susan’s 

adviser anticipates that in five years’ time her portfolio 

will be valued at $153,249 after repaying her loan. 

Additionally, Susan can enjoy tax benefits of being able to 

claim the interest paid on her loan against her income. 

“I’ve always believed in being financially independent and 

taking control of my future. I’ve now discovered a way to 

make my savings work harder to build my wealth.”

Using savings gearing to build your wealth step by step

Investment Scenario 3

Names: Sarah and Jake  

Ages: 28 and 31 

Occupations: Teacher and Police Officer

Current financial position 

Sarah and Jake want to be able to provide the best 

education for their children, Tom, 4, and Jessie, 2. So far 

they have set aside $8,000, but they’re concerned this 

won’t be enough to cover their children’s school and 

university fees. After meeting with their financial adviser, a 

strategy was devised that would allow them to achieve their 

goal of having more funds to meet their children’s needs.

Investment recommendation 

Sarah and Jake’s adviser recommended a margin lending 

strategy with savings gearing and quickly confirmed their 

approval online. They invested their $8,000 in managed 

funds and supplemented this with $10,000 borrowed 

from St.George Margin Lending. After a review of their 

other financial commitments and based on their level of 

available income, Sarah and Jake’s adviser recommended 

a monthly contribution consisting of $500 of their own 

funds plus $1,000 of borrowed funds.

Projected outcome 

After five years, it is projected that Sarah and Jake will have 

built a share portfolio of $144,271, based on a year-on-year 

return of 10%p.a.* After repaying the cost  

of the loan – approximately $69,000 – the total of Sarah and 

Jake’s savings and profits will have grown to around 

$75,271, a return on equity of 100%** over five years  

and a substantial sum to help them provide for their 

children’s future.
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“Achieving our goals for our family may take some time, 

but with a savings and investment plan in place, we plan  

to get there sooner.”

Important: *These examples assume an average growth in funds of 10%p.a. This return is not 
necessarily indicative of future performance. Remember, investing in managed funds has the 
potential for losses as well as gains. Distributions, interest payments and fees are not included 
in this calculation. 
**Earnings as a percentage of total client contribution.

An important note about risk management

While margin lending increases your potential for greater 

returns, it can also increase the potential for this risk; 

margin lending may not be suitable for every investor.  

It is important to understand the risk involved and 

strategies to help manage that risk (such as those 

outlined on page 14). When considering the benefits  

of margin lending, we also recommend you see your 

adviser to ensure your decision is incorporated within a 

personalised investment strategy that takes into account 

your individual risk profile and financial situation.

How to multiply your investment today

If you’re ready to see how St.George Margin Lending can 

help you multiply your returns, simply follow these steps:

1. �Read this brochure together with the St.George Margin 

Lending Terms and Conditions and Application Forms 

booklet thoroughly and ensure you fully understand 

the implications of a margin lending facility. It is 

strongly recommended that you obtain advice  

from a qualified adviser.

2.  �Complete the St.George Margin Lending Application 

Form and return it to your adviser or directly to  

St.George Margin Lending. To apply online visit 

stgeorgemarginlending.com.au  

If applying for savings gearing, you will also  

need to complete the Savings Gearing form. 

3. �Once your application is approved, an Account 

Manager will contact you about lodging your security 

and help you get started.

4. �If you are planning to write Call options you will need 

to contact us so that we can send you the Share 

Options Plan Terms and Conditions, as well as the 

Option Plan Application Form and Options Clearing 

House Form of Acknowledgement to complete.

5. �To apply for a protected loan, please contact  

us for the St.George Protected Loans Supplementary 

Terms and Conditions and Application Form.

All forms are also available on the website 

stgeorgemarginlending.com.au
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For more on how St.George Margin Lending can help you 

reach your fi nancial goals, please ask your adviser, or 

contact us on 1300 304 065, 8am – 6pm (AEST), 

Monday to Friday.

stgeorgemarginlending.com.au

email: marginlending@stgeorge.com.au

Reply Paid 1467, Royal Exchange NSW 1224

Like to know more?
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A powerful
way to

maximise
your wealth

If you want to catch bigger returns, St.George Margin 

Lending is the smart way to do it. By borrowing to invest, 

margin lending allows you to invest more in shares, 

managed funds, master trusts and wraps than you could 

using just your own funds. With a greater amount 

invested, it follows that you have the potential for greater 

returns. (Of course, this also magnifi es the potential for 

losses if investments perform poorly, so it’s not a strategy 

for every investor.) As Margin Lender of the Year 

(awarded by Money Magazine for 2006 and 2007), 

St.George gives you all the benefi ts of margin lending 

along with our distinctively personal approach to fi nancial 

solutions – a combination that makes St.George Margin 

Lending one of the most simple, fl exible and smart ways 

to build your wealth.

A powerful
way to

maximise
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Catch a 
bigger 
return

margin lending

Call 1300 304 065
8am – 6pm (AEST), Monday – Friday

stgeorgemarginlending.com.au
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