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Things to know before you Can:

Produced by Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945. Instalment Warrants are a product issued by Commonwealth Bank 
which is administered by its wholly owned but non-guaranteed subsidiary Commonwealth Securities Limited ABN 60 067 254 399 AFSL 238814 
(CommSec), a participant of the ASX Group and Chi-X Australia. 

A Product Disclosure Statement is available and should be considered before making any investment decision about this product. Instalment Warrants are 
sophisticated financial products and involve dealing in derivatives. Unless you are familiar with derivative dealings and such products, these products may 
not be suitable for you. A copy of the Product Disclosure Statement can be obtained from the Commonwealth Bank by calling 1300 786 039 or emailing 
warrants@cba.com.au. Instalment Warrants are not bank deposits with or liabilities of Commonwealth Bank. 

This document has been prepared without taking account of the objectives, financial situation or needs of any particular individual. Because of that, before 
acting on the information in this document, a potential investor should consider its appropriateness to their own circumstances, having regard to their 
own objectives, financial situation and needs. Potential investors should consult their professional tax adviser about the tax implications of any products 
to their own particular circumstances. 

The case studies in this document are used for illustrative purposes only – neither Commonwealth Bank nor CommSec are specifically recommending 
the securities used. The case studies are based on the market prices as at the date of preparation of this document and may change as market conditions 
change. The franking and Dividend assumptions are based on public statements by the listed entity and/or an average of market analysts’ forecasts. Their 
accuracy cannot be guaranteed and future outcomes may vary markedly. The case study assumes that franking credits and Dividend rebates are fully 
available to investors.  

Unless otherwise defined, capitalised words and certain terms used in this document have the meanings given to them in the Product Disclosure Statement.
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ARE YOU 
LOOKING TO...
Borrow 
to invest in 
Australian shares 
and Securities 
without margin 
calls?

Increase 
your exposure to 
Dividends and 
franking credits?

Build 
a medium to long 
term equities 
portfolio?

Implement 
a gearing strategy 
within your 
SMSF?
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With Instalment Warrants you can invest in 
some of Australia’s leading companies and 
exchange-traded funds in two payments or 
‘Instalments’.

After paying the First Instalment, you 
have a beneficial interest in the Underlying 
Securities and can enjoy the major benefits 
of share ownership, including Dividends, 
franking credits1, and any potential capital 
gains. You can acquire Instalment Warrants 
by completing an Application Form located 
in the Product Disclosure Statement (PDS) 
or by purchasing Instalment Warrants on the 
ASX through a broker.

Throughout the investment you can sell 
your Instalment Warrants on the ASX 
during normal market hours and receive the 
prevailing market price.

You also have the ability to pay the second 
Instalment, known as the Completion 
Payment, and take full ownership of the 
Securities at any time up until the Maturity 
Date2.

The Completion Payment is a limited 
recourse Loan offered by Commonwealth 
Bank. As such there are no margin calls, 
no credit checks, no loan documents, and 
investors are unable to lose more than the 
First Instalment.

Eligible applicants may include individuals, 
companies, trusts and Self-Managed 
Superannuation Funds (SMSFs). 

Buy ASX listed securities in two payments

INTRODUCING  
INSTALMENT WARRANTS.

Instalment Warrants provide investors with the major 
benefits of investing in listed Securities for a portion of the 
cost of purchasing the Underlying Securities outright.

1 subject to eligibility and any withholding for tax
2 by 12pm Sydney time on the Maturity Date 
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Buy shares in two 
payments 

Instalment Warrants allow you to buy some of Australia’s 
leading companies and exchange-traded funds in two 
payments. Pay the First Instalment and receive the major 
benefits of owning the Underlying Securities.

Increase your 
securities exposure

For the same upfront investment, you can increase your 
potential for capital gains, Dividends and franking credits.1

Borrow to invest 
without margin calls

Enjoy the benefits of a geared share investment without the 
risk of margin calls during the term.

Enhance your yield Receive ordinary Dividends and franking credits1 as if you 
own the underlying shares.

Release equity 
from existing 
shareholdings2

Instalment Warrants allow you to release equity from your 
existing shareholdings via a Shareholder Application. The 
equity released known as the Cashback Amount can be 
used for business or investment purposes to diversify your 
investments.

Gearing in your SMSF Instalment Warrants may be an eligible investment for 
SMSFs.3

Interest Deductibility You may have the potential to claim tax deductions in respect 
of your Interest payments, depending on your individual 
circumstances. You should seek your own independent 
taxation advice.

Traded on the ASX You can buy and sell Instalment Warrants on the ASX at any 
time up to the close of normal trading on the Maturity Date.

Take full ownership 
of the shares

You have the ability to give a Completion Notice to 
Commonwealth Bank and pay the Completion Payment on 
the Maturity Date4 to take full ownership of the shares. The 
Completion Payment is made by contacting Commonwealth 
Bank who will send you a Completion Notice.

WHY CONSIDER  
INSTALMENT WARRANTS.

A summary of some of the Benefits and Risks can be found on page 10 and 11 of this 
brochure.

1 Refer to Section 5, Tax considerations in the PDS
2 not available to superannuation funds
3 Cash Applicants, Refinance Applicants or secondary market trading only
4 by 12pm Sydney time on the Maturity Date
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HOW ARE INTEREST 
PAYMENTS MADE? 
Interest is paid throughout the term of the Instalment Warrant at pre-determined Interest 
Periods, known as the Reset Date, usually on an annual basis.

The first Interest Amount forms part of the First Instalment and is paid as part of the 
purchase price when you buy Instalment Warrants on the ASX or acquire the Instalment 
Warrants via an Application Form.

Interest as part of the First Payment

Subsequent Interest Amounts are calculated on each Reset Date.

On the Reset Date, a new Interest Amount will be calculated by Commonwealth Bank for the 
Interest Period until the next Reset Date (or the Maturity Date if no further Reset Dates). The 
new Interest Amount will be capitalised (added) to the Loan Amount. The Loan Amount is 
equal to the Completion Payment. You will not be required to make any payments from your 
own funds on the Reset Date.

 
 

 
 

First Instalment $6.00
(market price on the ASX)

Completion Payment $7.00
(limited recourse loan)

Share price
$12.00

Interest $1.00

Capital
contribution

$5.00

Completion
Payment

$7.00

Underlying Security Instalment Warrant

New Interest 
Amount $0.90

New
Completion 

Payment 
$16.30

New 
Completion
Payment 

$17.20

Reset Date

Maturity Date

Reset Date

 

  

New Interest 
Amount $0.70New Interest 

Amount $0.60

Interest Amount 
included in First 

Instalment

Completion 
Payment 

$15.00

New 
Completion

Payment
$15.60

Purchase Date Reset Date

Change of Completion Payment at each 
Reset Date
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Case Study
Frederick has $10,000 to invest in the share market. He is considering an investment in BHP 
and deciding whether to buy the shares directly or introduce some leverage using Instalment 
Warrants.

BHP shares are trading at $32.50 while a series of BHP Instalment Warrants are trading at 
$16.20 with a Completion Payment (Loan) of $17.00. 

For a $10,000 investment, Frederick can purchase 308 BHP Shares. Alternatively he could 
increase his exposure to BHP using Instalment Warrants purchasing 617 units. The BHP 
Instalment Warrants provide him with exposure to $20,052 of BHP.
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Assumes a linear increase in the share price over time. The information should not be taken to represent actual 
performance and should not be interpreted as an indication or guarantee of future performance. The chart is for illustrative 
purposes only.

The chart above illustrates the potential returns in BHP Shares versus BHP Instalment 
Warrants. While any return in the BHP Instalment Warrants may be magnified if BHP enjoys 
any positive capital movements, any losses will equally be magnified. Frederick can sell the 
Instalment Warrants at anytime during normal ASX market hours to realise any capital gains.

Frederick will also receive any Dividends and potentially franking credits associated with BHP 
during his investment in the BHP Instalment Warrants.

KEY BENEFITS.
Leveraged exposure to capital growth
Instalment Warrants provide you with a level of leveraged exposure to selected Australian 
shares and exchange-traded funds. The leverage associated with Instalment Warrants can 
increase your exposure to potential capital gains.
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Case Study
Alice has $20,000 to invest in her Self-Managed Superannuation Fund (SMSF) and is 
interested in investing in high-yielding shares. She is considering Instalment Warrants as 
they can provide her with an eligible gearing strategy in her SMSF. 

She compares an investment in Telstra shares with the same dollar investment in Telstra 
Instalment Warrants.

Telstra shares are trading at $5.70 while a series of TLS Instalment Warrants are trading at 
$3.30 with a Completion Payment (Loan) of $2.50. 

The following table compares the potential Dividend income and yield generated through an 
investment in the shares compared with the Instalment Warrants. 

 Telstra shares Telstra Instalment Warrants

Amount invested $20,000 $20,000

Purchase price $5.70 $3.30

Completion Payment (Loan) n/a $2.50

Quantity purchased 3,509 6,060

Share exposure $20,000 $34,542

Annual Dividend per share $0.30 $0.30

Franking $0.13 $0.13

Total Dividends $0.43 $0.43

Gross Dividend yield as a %  
of amount invested 7.54% 13.03%

This table is intended for illustration purposes only. The purchase price does not include brokerage that may be charged by 
your broker for purchasing Instalment Warrants on the ASX. Dividends and franking are not guaranteed. The cash Dividend 
yield for Telstra is assumed to be $0.30 per annum and Dividends are assumed to be 100% franked. The analysis assumes 
franking credits and Dividend rebates are available to investors (availability will depend on the individual circumstances of 
each investor and no material changes with regard to the tax treatment relating to shares or the investment).

By purchasing the Instalment Warrants, Alice’s SMSF gains exposure to a greater Dividend 
yield compared with a same dollar investment in the shares, in this case a gross Dividend 
yield of 13.03%.

The Instalment Warrants can be sold at any time up until maturity on the ASX. Alice’s SMSF 
can also elect to make the Completion Payment and take full legal ownership of the shares, 
at anytime up until the Maturity Date.

Exposure to increased dividends
Instalment Warrants allow you to gain exposure and receive the full Dividends and franking 
credits associated with the underlying shares during the investment.
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Case Study
Warwick and Kate have held an Australian share portfolio for a number of years. After 
reviewing their portfolio they recognise that they are overweight CSL Limited shares. They 
would like to maintain their exposure to CSL as they believe that CSL shares will continue 
to appreciate, however they would like to rebalance their portfolio by releasing some equity 
from CSL for other investments.

One strategy is to convert their CSL shares into CSL Instalment Warrants via a Shareholder 
Application. They consider the following CSL Instalment Warrant:

Warwick and Kate’s current position

Number of CSL shares held 3,000

CSL share price $73.00

Current value of CSL holding $219,000

Instalment Warrant Details

First Payment $35.00

Completion Payment (Loan) $40.00

Interest Amount per Instalment $2.00

Cashback Amount per Instalment $38.00 (Completion Payment less Interest Amount)

Total Cashback Amount $114,000 (3,000 x $38.00)

By completing the Shareholder Application, Warwick and Kate transfer their CSL shares  
to the trustee where they remain the beneficial owner. In return they are issued with 3,000 
CSL Instalment Warrants plus they receive the Cashback Amount of $114,000, which can 
be used for other business or investment purposes. 

You should note that once you have converted your shares to Instalment Warrants you are 
exposed to the risks of investing in Instalment Warrants. A summary of some of the key 
risks can be found on page 11.

Shareholder Applications are not available to superannuation funds.

Diversify existing shareholdings
Instalment Warrants enable you to convert your existing shares to Instalment Warrants. 
Converting your shares to Instalment Warrants allows you to maintain your exposure 
to share price movements, Dividends and franking credits while extracting a Cashback 
Amount which you can use to diversify your investments. 
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INVESTMENT CYCLE 
AT A GLANCE.
Your choices

Today  � Select an Instalment Warrant that reflects your investment strategy. 
 � Simply purchase your Instalment Warrants on the ASX during normal 
market hours. 

 � You may also buy Instalment Warrants directly from Commonwealth 
Bank by completing a Cash Application form located in the PDS.  

 � Investors with existing shareholdings have the ability to release 
equity from their investment by completing a Shareholder 
Application Form. Once the application is executed you receive the 
relevant Instalment Warrants and a Cashback Amount which can be 
used for other business or investment purposes.

During  
the term

 � Receive Dividends and franking credits related to the underlying 
securities.

 � Exposure to capital movements in the share price.
 � You can sell your Instalment Warrants on the ASX at any time during 
normal ASX market hours. 

 � On each Reset Date, a new Interest Amount will be calculated and 
added to the Loan, known as the Completion Payment. This means 
that there are no cash payments for Interest required from you at each 
Reset Date. The Reset Dates can be found in the Supplementary PDS1.

 � Potential to claim tax deductions in respect of Interest payments and 
entitlements to franking credits (subject to eligibility).

 � Take legal ownership of the Underlying Securities by giving a 
valid Completion Notice to Commonwealth Bank and making the 
Completion Payment. 

Maturity Date  � Take legal ownership of the underlying shares by giving a valid 
Completion Notice to Commonwealth Bank and making the 
Completion Payment.

 � Sell your Instalment Warrants on the ASX during normal ASX market 
hours.

 � Complete a Rollover Application (non-SMSFs) or Refinance 
Application (SMSFs) to refinance into a new Instalment Warrant 
Series. The relevant Application Form can be found in the PDS.

 � Do nothing. Commonwealth Bank will sell the Underlying Securities, 
repay the Loan and deliver the Assessed Value Payment2 (if any).

1 The PDS and SPDS for Instalment Warrants can be found at www.commbank.com.au/warrants
2 Refer to Section 2.4 of the PDS.
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QUICK GUIDE TO  
INSTALMENT WARRANTS.

Minimum 
investment 
amount

No minimum when Instalment Warrants are purchased on the ASX. 
Refer to the PDS for the minimum application amount if applying via an 
Application Form.

Investment 
term

Generally up to 5 years from date of issue however it may be shorter 
or longer. You should refer to the Supplementary PDS for the relevant 
series.

Initial gearing 
level

Generally 50% to 100% of the underlying share price. However it may 
be less or more. Please refer to the daily Instalment pricing for current 
gearing levels. This can be found at www.commbank.com.au/warrants

Dividends Ordinary Dividends are paid to you in cash during the term of your 
investment. Any Special Dividends are used to reduce the Completion 
Payment.

Interest Interest until the next Reset Date is paid by the investor when 
purchasing the Instalment Warrant and is reflected in the prevailing 
market price when Instalment Warrants are purchased on ASX. At 
each Reset Date the next Interest Amount is capitalised (added) to the 
Completion Payment, no cash payment is required. The Interest Rate 
applied will reflect that the Loan is made on a limited recourse basis.

Brokerage or 
Adviser Fee

Your broker or financial adviser may charge a brokerage fee to transact 
in Instalment Warrants on your behalf. If applying via an Application 
Form in the PDS via your financial adviser, they may charge an 
Adviser Fee. This is not charged by Commonwealth Bank as issuer of 
Instalment Warrants.

Taxation Potential to claim a deduction in respect of Interest payments and 
entitlements to franking credits (subject to eligibility).
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CONSIDERATIONS.
Benefits

 � Purchase ASX listed securities in two 
payments. The second Instalment, known 
as the Completion Payment, is a limited 
recourse Loan and is optional.

 � The potential to earn greater returns than 
the equivalent unleveraged investment 
in the Underlying Security due to the 
leverage incorporated in Instalment 
Warrants.

 � No margin calls. 

 � No credit checks.

 � No payments required to be made by you 
on the Reset Date for the Interest Amount.

 � Issued over a range of Australia’s leading 
companies and exchange-traded funds

 � An investment that may be bought or sold 
on the ASX at any time during market 
hours prior to the Maturity Date.

 � The ability to benefit from Dividends 
(including any related franking credits, 
subject to eligibility and any withholding 
for Tax) and any increase in the market 
price of the Underlying Security over the 
life of the Instalment Warrant. 

 � The ability to pay the Completion Payment 
for each Instalment Warrant at any time 
on or before the Maturity Date to take 
ownership of the Underlying Security. 

 � A level of capital protection through the 
limited recourse nature of the Loan.

 � The ability to release equity from your 
existing shareholdings via a Shareholder 
Application. Shareholder Applications are 
not available to superannuation funds.

 � The ability to roll existing Series into a 
new Series over the same Underlying 
Securities via a Rollover Application. 
Rollover Applications are not available to 
superannuation funds.

 � Superannuation funds may refinance into 
a new Series with a Loan that is equal 
to or less than the Loan for the existing 
Series. 

 � An investment which may be an eligible 
investment for superannuation funds 
(excluding Shareholder Applications and 
Rollover Applications).
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Instalment Warrants are a leveraged share market investment and as such there is a 
potential for loss. Investors should consider the potential risks of investing in Instalment 
Warrants and these are detailed in full in the Commonwealth Bank Instalment Warrants 
Product Disclosure Statement (PDS) at Section 3.2 of the PDS. The PDS can be found on 
our website at www.commbank.com.au/warrants or 1300 786 039.

Key risks include:

Potential risks

 � The value of the Underlying Securities 
may fall, which would result in the value 
of the Instalment Warrants falling and you 
may lose some or all of your investment, 
being the First Instalment.

 � The leverage (gearing) incorporated in the 
Instalments will magnify any losses that 
occur. 

 � Impact of changes in volatility, interest 
rates and Dividends some of which may 
adversely affect the price of the Instalment 
Warrant.

 � On the Maturity Date the value of the 
Underlying Security may be less than 
the Completion Payment. In this case 
the investor will lose their initial capital 
outlay but will not be obliged to pay the 
Completion Payment (Loan).

 � Commonwealth Bank may, in its absolute 
discretion, declare a Reset Date to be an 
Early Maturity Date.

 � Instalment Warrants are not 
bank deposits. Any obligations of 
Commonwealth Bank to make payments 
in respect of the Instalment Warrants are 
unsecured obligations of Commonwealth 
Bank.

 � The performance by Commonwealth 
Bank of its obligations under the 
Instalment Warrants is not guaranteed by 
the ASX, the National Guarantee Fund, 
ASX Clear or any other person. 

 � There is some risk that proposed Tax laws 
may not be enacted as anticipated.

 � If you make the Completion Payment 
prior to the next Reset Date (or if there 
are no  further Reset Dates, the Maturity 
Date), you will not be entitled to any refund 
of any Interest Amount prepaid for the 
Interest Period up to the date you make 
the Completion Payment.
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Instalment Warrants are listed on the ASX. 
Like shares they can be bought and sold at 
any time during normal ASX market hours. 

How do I identify 
an Instalment 
Warrant?
All Instalment Warrants are listed on the 
Australian Stock Exchange and have a six 
letter ASX Code. 

Buying Instalments is as simple as 
purchasing regular shares. But first you 
must identify an Instalment Warrant.

The first three letters indicate the ASX 
Code of the underlying securityNAB
The fourth letter indicates the warrant 
type. An Instalment Warrant is (I)I
The fifth letter indicatives the issuer of 
the Instalment Warrant. The issuer 
code for Commonwealth Bank is (Y)

Y

The sixth letter indicates the 
individual SeriesA

I Y A

Next steps

1 Select the underlying share.

2 Select the Instalment 
Warrant that reflects your 
investment strategy. A list of 
Instalment Warrants issued 
by Commonwealth Bank are 
available at:  
commbank.com.au/warrants  

You should review the Product 
Disclosure Statement (PDS), 
including the Supplementary 
PDS for the selected Instalment 
Series prior to investing.

3 Contact your broker or financial 
adviser to place a trade. 
You should ensure that you 
have signed a Warrant Client 
Agreement form with your 
broker to trade warrants. You 
can also acquire Instalment 
Warrants via the Application 
Form located in the PDS.

HOW TO INVEST IN  
INSTALMENT WARRANTS.



NOTES:



14  |  Instalment Warrants

NOTES:
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CONTACT US.
Visit us online at commbank.com.au/warrants

Register for our trading and investment ideas and 
pricing updates.

See further product information including the Product 
Disclosure Statement.

Call the Equity Products Group on 1300 786 039.

CBA4019 171214


