
7 November 2008 

Mr Richard Chadwick 
General Manager 
Adjudication Branch 
Australian Competition and Consumer 
Commission 
23 Marcus Clarke Street 
CANBERRA ACT 2601 
richard.chadwick@accc.gov.au 

Dear Mr Chadwick 

Notification of  Third Line Forcing - Financial Services 

Please find attached: 

1. a notification under section 93(1) of the Trade Practices Act 1974; 

2. a submission in support of the notification; and 

3. a cheque in  the amount of $100, be,ing the lodgment fee for the notification. 

The conduct described in  the attached notification is substantially the same as conduct 
described in  a notification lodged with the Commission on behalf of BlackRock lnvestment 
Management (Australia) Limited on 16 March 2007, which was allowed to stand by the 
Commission (please see Notification N92856). 

The only differences between the conduct described in Notification N92856 and the conduct 
described in  the attached notification are: 

1. the identity of the lender has changed from a subsidiary of Merrill Lynch Et Co, Inc., 
Equity Margins Limited, to a subsidiary of Westpac, BT Securities Limited; 

2. the name of the product has changed from "Merrill Lynch BlueChip 20" to "Westpac 
BlueChip 20"; and 

3. the name of the managed investment scheme has changed from "Merrill Lynch 
Separately Managed Accounts" to "Separately Managed Accounts". 

These differences are differences in  form only and result from the recent change in ownership 
of Merrill Lynch. 
The conduct described in the attached notification wil l give rise to a public benefit for the 
reasons set out in the attached submission. 

'BlackRock Investment Management (Australia) Limited Registered Office: 
Level 18, 120 Collins Street, Melbourne VIC 3000 Level 18, 120 Collins Street, Melbourne VIC 3000 
03 9657 3000 Tel 03 9657 3400 Fax www.blackrock.co~n/auClient Services Centre 1300 366 100 

ABN 13 006 165 975 



If you have any questions i n  relation to the attached notification, please call Angela Weir 
(Counsel, BlackRock lnvestment Management (Australia) Limited) on (03) 9657 3278. 

Thank you for your assistance. 

Yours sincerely 

Con Tzatzakis 
General Counsel 
BlackRock Investment Management (Australia) Limited 



Form G 
Commonwealth of Australia 

Trade Practices Act 1974 - sllbsection 93(1) 
NOTIFICATION O F  EXCLUSIVE DEALING 

To the Australian Competition and Consumer Commission: 

Notice is hereby given, in accordance with subsection 93 (1) ofthe Trade Practices Act 1974, of 
particulars of conduct or of proposed conduct of a kind referred to subsections 47 (2), (3), (4), (5), 
(6), (7), (8) or (9) of that Act in which the person giving notice engages or proposes to engage. 

PLEASE FOLLOW DIRECTIONS ON BACK OF THIS FORM 

1 Applicant 

(a) Name of person giving notice: 

9 3 7 0 2 BlackRock Investment Management (Australia) Limited (BlackRock) 
ABN 13 006 165 975 

(b) Short description of btrsirless carried on by that person: 

BlackRock is a public company that provides investment management, risk 
management and advisory services to institutional and retail clients. 

(c) Address in Australia for sewice of docunlents on that person: 

Level 18, 120 Collins Street, Melbourne, Victoria, 3000 

2 Notified arrangement 

(a) Description of the goods or sewices in relation to the stipply or acqllisition of 
which this notice relates: 

The proposed offer and issue by BlackRock (as responsible entity for the 
Separately Managed Accounts (ARSN 114 81 8 530), a registered managed 
investment scheme), of leveraged portfolios to be promoted under the name 
"Westpac BlueChip20". 

(b) Description of the condllct or proposed conduct: 

BlackRock proposes to require that an investor in the Westpac BlueChip20 
platform obtain a linked margin lending investment loan fiom BT Securities 
Limited (ABN 84 000 720 114) (BT Securities), or from a body corporate related 
to BT Securities, or fiom such other lender as BlackRock may specify fiom time 
to time. This linked margin lending investment loan (Loan) would hnd  part of 
the investor's investment in the Westpac BlueChip20, and an investor in the 
Westpac BlueChip20 would not be able to substitute a different loan for the Loan. 
The Westpac BlueC hip20 will be promoted by Westpac Banking Corporation 
(ABN 33 007 457 141) (Westpac) or by its related bodies corporate. 

accc notification-tinalwestpac bluechip20 03 1108.doc 



3 Persons, or classes of persons, affected or likely to be affected by the notified conduct 

(a) Class or classes ofpersons to ~ h i c h  the conduct relates: 

Individuals and other entities seeking to acquire investment products and entities 
seeking to offer investment products to the public. 

(b) Number of those persons: 

(i) At present time: 

Several thousand. 

(ii) Estimated within the next year: 

Several thousand. 

(c) Wzere number of persons stated in item 3 (b) (i) is less than 50, their names and 
addresses: 

4 Public benefit claims 

(a) Arguments in support of notification: 

See attached submission. 

(b) Facts and evidence relied upon in support of these claims. 

See attached submission. 

5 Market definition 

Provide a description of the market(") in which the goods or services described at 2 (a) 
are supplied or acquired and other afected markets including: signiJi:cant suppliers and 
acquirers; substitutes available for the relevant goods or services; any restriction on the 
slipply or acquisition of the relarant goods or services f i r  example geographic or legal 
restrictions): 

Market for supply of financial services to investors - this market includes but is not 
limited to suppliers of finance facilities and investment platforms within Australia. 

6 Public detriments 

(a) Detriments to the public resulting or likely to result from the notification, in 
particular the likely efect of the notified conduct on the prices of the goods or 
services described at 2 (a) above and the prices of goods or services in other 
affected markets: 

See attached submission. 



(b) Facts and evidence relevant to these detriments: 

See attached submission. 

7 Further information 

(a) Name, postal address and contact telephone details of the person alrthorised to 
provide additional information in relation to this notzjication: 

Angela Weir 
Counsel 
BlackRock Investment Management (Australia) Limited 
Level 18, 120 Collins Street 
Melbourne Vic 3000 

Dated 7 November 2008 

Signed on behalf of the applicant 

BlackRock Investment Management 
(Australia) Limited 

General Counsel 



DIRECTIONS 

In lodging this form, applicants must include all information, including 
supporting evidence that they wish the Commission to take into account in 
assessing their notification. 

Where there is insufficient space on this form to k n i s h  the required information, 
the information is to be shown on separate sheets, numbered consecutively and 
signed by or on behalf of the applicant. 

If the notice is given by or on behalf of a corporation, the name of the corporation 
is to be inserted in item 1 (a), not the name of the person signing the notice, and 
the notice is to be signed by a person authorised by the corporation to do so. 

Describe that part of the business of the person giving the notice in the course of 
the which the conduct is engaged in. 

If particulars of a condition or of a reason of the type referred to in section 47 of 
the Trade Practices Act 1974 have been reduced in whole or in part to writing, a 
copy of the writing is to be provided with the notice. 

Describe the business or consumers likely to be affected by the conduct. 

State an estimate of the highest number of persons with whom the entity giving 
the notice is likely to deal in the course of engaging in the conduct at any time 
during the next year. 

Provide details of those public benefits claimed to result or to be likely to result 
from the proposed conduct including quantification of those benefits where 
possible. 

Provide details of the market(s) likely to be affected by the notified conduct, in 
particular having regard to goods or services that may be substitutes for the good 
or service that is the subject matter of the notification. 

Provide details of the detriments to the public which may result from the 
proposed conduct including quantification of those detriments where possible. 



SUBMISSION T O  AUSTRALIAN COMPETITION AND CONSUMER 
COMMISSION IN SUPPORT O F  NOTIFICATION UNDER 

SECTION 93(1) O F  THE TRADE PRACTICESACT 1974 (CTH) 

1 INTRODUCTION 

This submission is in support of the notification lodged by BlackRock Investment 
Management (Australia) Limited (ABN 13 006 165 975) (BlackRock) under 
section 93(1) of the Trade Practices Act 1974 (the Act) in relation to conduct 
potentially falling within section 47(6) or section 47(7) of the Act. 

Accordingly, the relevant test to be applied by the Commission is set out in 
section 93(3A) of the Act, whereby the Commission assesses whether the public 
benefits associated with the relevant conduct outweigh any likely public detriment. 

2 BACKGROUND 

2.1 BlackRock 

BlackRock is an Australian public company, and provides investment 
management, risk management and advisory services to institutional and retail 
clients. BlackRock is an indirectly wholly owned subsidiary of BlackRock, Inc. 
At 3 1 December 2007, BlackRock, Inc's assets under management totalled 
US$1.54 trillion across fixed income, liquidity, equity, alternative investment and 
real estate strategies. As at 3 1 December 2007, BlackRock managed 
approximately A$20 billion for investors within Australia, across a range of 
products and services including equities, fixed income and property. BlackRock, 
Inc maintains its headquarters in New York, and also operates 36 offices in 18 
countries. 

2.2 BT Securities Limited and Westpac Banking Corporation 

BT Securities Limited (ABN 84 000 720 114) (BT Securities) is a subsidiary of 
Westpac Banking Corporation (ABN 3 3 007 457 14 1) (Westpac). 

Westpac is an Australian publicly listed company. In addition to owning BT 
Securities, Westpac is also the holding company of a number of other companies 
that provide financial services, hnds management, insurance, superannuation, 
investment and administrative services to institutional and retail clients. Westpac 
has branches and affiliates throughout Australia, New Zealand and the Pacific 
region and maintains offices in key financial centres around the world including 
London, New York, Hong Kong and Singapore. The Westpac Group has 
approximately six and a half million Australian institutional and retail clients. 

2.3 SMA 

The Separately Managed Accounts ARSN 1 14 8 18 530 (SMA) is a registered 
managed investment scheme. For the purposes of the Corporations Act 200 1 
(Cth), BlackRock is the responsible entity of the SMA. 

Under the SMA, investors can acquire interests in a number of model portfolios, 
such as a model which seeks to match the performance of the S&P/ASX 20 



Accumulation Index. The SMA is not a managed hnd  and investors directly 
acquire an interest in the securities which are acquired on their behalf under the 
relevant model portfolio. 

3 DESCRIPTION OF THE RELEVANT CONDUCT 

3.1 Westpac Bluechip20 

As the responsible entity of the SMA, BlackRock proposes to offer investors the 
opportunity to invest in leveraged model portfolios, to be promoted as "Westpac 
BlueChip20". Initially, the only model portfolio offered under the Westpac 
BlueChip20 will be the model which seeks to match the performance of the 
S&P/ASX 20 Accumulation Index. However, in due course, it is expected that 
other model portfolios will be offered. 

The Westpac BlueChip20 will be promoted by Westpac or by its related bodies 
corporate. 

As responsible entity, BlackRock proposes to require that investors in any of the 
models to be offered within the Westpac BlueChip20 establish a linked margin 
lending investment loan (Loan) with BT Securities, or with a body corporate 
related to BT Securities, or with such other lender as BlackRock may specify fi-om 
time to time, as a condition of investment in those model portfolios. The 
combined hnds (being the investor's funds and the funds advanced under the 
margin lending facility) will then be used to purchase interests in the SMA. 

It is envisaged that, under the terms of the product, investors will be required to 
draw down additional hnds from the facility as a monthly loan. 

3.2 Rationale 

The initial model offered under the Westpac BlueChip20 seeks to match the total 
return (both income and capital growth) of the S&P/ASX 20 Accumulation Index. 

By linking the Westpac BlueChip20 Model Portfolio with the Loan, BlackRock 
and BT Securities (or a body corporate related to BT Securities or such other 
lender as BlackRock may specify fi-om time to time) could offer investors a means 
of using margin lending to invest in the companies that constitute the S&P/ASX 20 
Index, and the associated benefits of this type of geared investment. 

Similar options would exist for other models to be offered under the Westpac 
BlueC hip20. 

4 PZTBLIC BENEFITS 

Offering investors the chance to invest in the Westpac BlueChip20 will be 
procompetitive. In particular, it will: 

increase the choice of products available to investors seeking to invest in 
ASX listed shares; 

enable investors to use a margin lending facility to fund their investment in 
this particular platform; and 



encourage competitors of BlackRock and BT Securities and its related 
bodies corporate, or of such other lender as may be specified by 
BlackRock fiom time to time, to offer similar products to investors, 
thereby further increasing investors' choice. 

5 NO PUBLIC DETRIMENT 

The proposed conduct is unlikely to cause any public detriment. 

The only potential detriment is that investors in the Westpac BlueChip20 would be 
unable to participate in the platform without acquiring a margin loan fiom BT 
Securities (or fiom one of its related bodies corporate or such other lender as 
BlackRock may specify fiom time to time). 

However it is submitted that this is not detrimental, as: 

there are still other ways for investors to invest in the SMA - investors can 
acquire interests in the SMA without also acquiring the Loan, albeit not 
through the Westpac BlueChip20. In fact, a similar model to that offered 
under the BlueChip20 is already offered under the SMA - the only 
distinction is that the interests in the SMA must be self-funded and cannot 
be leveraged through third party margin lending facilities; 

the Loan is a competitive product - its security coverage requirements and 
interest rates are consistent with those of comparable products (it contains 
no premium to the terms offered by BT Securities for its standard margin 
loan facility); and 

effective substitutes for the Loan exist - there is nothing to stop an investor 
seeking to invest in the stocks contained in the Westpac BlueChip20 fiom 
sourcing a margin lending facility fiom another provider, and using this 
facility to invest in the companies in the S&P/ASX Top 20 Index either 
directly or through an alternative platform. As a result, investors' choice 
will not be limited in any way as a result of the requirement to use the 
Loan. 

6 CONCLUSION 

For the reasons set out above, the proposed conduct is likely to result in public 
benefits and is unlikely to cause any public detriment. 


