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Important disclosures regarding companies that are the subject of this report and an explanation of 
recommendations and volatility can be found at the end of this document. 
 

  

  

 
 

Melbourne Cup 
Strategy 
 

Economists generally have enough sense 
to know that they know nothing about 
horse races.  There are people who do.  
They are called tipsters.  Every Melbourne 
Cup Day, their tips are published in major 
newspapers.   
 
 

Today we have taken the tips published in The Australian newspaper.  
There are four tipsters in all.  From these tipsters we construct our most 
favoured rating.  Every horse nominated to win gets 3 points.  Every 
horse nominated to come second gets 2 points.  Horses nominated to 
come third get 1 point. 
 
Today the total points provided are: So You Think 11, Americain 6, 
Monaco Consul 3, Holdberg 2, Descarado 2 and Shocking 1.     
 
In order to generate the value points for each horse, we multiply these 
points by the odds.  The odds in the electronic market at 7am this 
morning for these horses were: So You Think $3.00, Americain $14.00, 
Monaco Consul $31.00, Holberg $21.00, Descarado $14.00 and 
Shocking $11.00. 
 
When we multiply the odds by the most favoured rating, we find that 
although So You Think is an excellent horse, the market has driven the 
price down so low as to drive out all value.  The results yield: So You 
Think 33 points, Americain 84 points, Monaco Consul 93 points, 
Holberg 42 points, Descarado 28 points and Shocking 11 points.  This 
means in order of payoff points we have: Monaco Consul with 93 
points, Americain with 84 points and So You Think with 33 points.   
 
In previous years, we would simply prefer the horse with the most 
points.  This is Monaco Consul.  This horse is a real chance.  It came 
third in the Caulfield Cup.  The problem for it in our methodology is that 
it is nominated only once by one tipster, whereas Americain is 
nominated for a win or a place by all four tipsters.  On this occasion, we 
nominate Americain.   
 
Our recommendation this year is for an each way bet on Americain.  
Remember our recommendation is for the best value bet rather than the 
highest probability of winning.  
 
Hardened thrillseekers might also like an each way bet on Monaco 
Consul. 
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RBS MORGANS LIMITED OFFICES 

BRISBANE (07) 3334 4888 CHATSWOOD (02) 8116 1700 
BRISBANE – EDWARD STREET (07) 3121 5677 COFFS HARBOUR (02) 6651 5700 
BUNDABERG (07) 4153 1050 GOSFORD (02) 4325 0884 
BURLEIGH HEADS (07) 5520 8788 HURSTVILLE (02) 9570 5755 
CAIRNS (07) 4052 9222 MERIMBULA (02) 6495 2869 
CALOUNDRA (07) 5491 5422 NEUTRAL BAY (02) 8969 7500 
CAPALABA (07) 3245 5466 NEWCASTLE (02) 4926 4044 
CHERMSIDE (07) 3350 9000 NEWPORT (02) 9998 4200 
EMERALD (07) 4988 2777 ORANGE (02) 6361 9166 
GLADSTONE (07) 4972 8000 PARRAMATTA (02) 9615 4500 
GOLD COAST (07) 5592 5777 PORT MACQUARIE (02) 6583 1735 
IPSWICH (07) 3202 3995 REYNOLDS EQUITIES (02) 9373 4452 
MACKAY (07) 4957 3033 SCONE (02) 6544 3144 
MILTON (07) 3114 8600 WOLLONGONG (02) 4227 3022 
NOOSA (07) 5449 9511 MELBOURNE (03) 9947 4111 
REDCLIFFE (07) 3897 3999 BERWICK (03) 9796 2676 
ROCKHAMPTON (07) 4922 5855 BRIGHTON (03) 9519 3555 
SPRING HILL (07) 3833 9333 CAMBERWELL (03) 9813 2945 
SPRINGWOOD (07) 3808 7588 GEELONG (03) 5222 5128 
STANTHORPE (07) 4681 6702 MELBOURNE FARRER HOUSE (03) 8644 5488 
SUNSHINE COAST (07) 5479 2757 TRARALGON (03) 5176 6055 
TOOWOOMBA (07) 4639 1277 WARRNAMBOOL (03) 5559 1500 
TOWNSVILLE (07) 4771 4577 CANBERRA (02) 6232 4999 
YEPPOON (07) 4939 3021 ADELAIDE (08) 8464 5000 
SYDNEY (02) 8215 5000 NORWOOD (08) 8461 2800 
ARMIDALE (02) 6770 3300 PERTH (08) 6462 1999 
BALLINA (02) 6686 4144 DARWIN (08) 8981 9555 
BALMAIN (02) 8755 3333 HOBART (03) 6236 9000 

DISCLAIMER - RBS MORGANS LIMITED 
This report was prepared as a private communication to clients and was not intended for public circulation or publication or for the use of any third party, without the approval 
of RBS Morgans Limited (“RBS Morgans”). While this report is based on information from sources which RBS Morgans considers reliable, its accuracy and completeness 
cannot be guaranteed.  Any opinions expressed reflect RBS Morgans judgment at this date and are subject to change. RBS Morgans has no obligation to provide revised 
assessments in the event of changed circumstances. RBS Morgans, its directors and employees do not accept any liability for the results of any actions taken or not taken on 
the basis of information in this report, or for any negligent misstatements, errors or omissions.  This report is made without consideration of any specific client’s investment 
objectives, financial situation or needs. Those acting upon such information without first consulting one of RBS Morgans investment advisors do so entirely at their own risk. It 
is recommended that any persons who wish to act upon this report consult with an RBS Morgans investment advisor before doing so. 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 whatsoever. 

DISCLOSURE OF INTEREST 
RBS Morgans and/or its affiliated companies may make markets in the securities discussed.  Further, RBS Morgans and/or its affiliated companies and/or their employees 
from time to time may hold shares, options, rights and/or warrants on any issue included in this report and may, as principal or agent, sell such securities.  RBS Morgans 
affiliates may have acted as manager or co-manager of a public offering of any such securities in the past three years.  RBS Morgans affiliates may provide or have provided 
banking services or corporate finance to the companies referred to in the report.  The knowledge of affiliates concerning such services may not be reflected in this report.   

The Directors of RBS Morgans advise that they and persons associated with them may have an interest in the above securities and that they may earn brokerage, 
commissions, fees and other benefits and advantages, whether pecuniary or not and whether direct or indirect, in connection with the making of a recommendation or a 
dealing by a client in these securities, and which may reasonably be expected to be capable of having an influence in the making of any recommendation, and that some or 
all of our Authorised Representatives may be remunerated wholly or partly by way of commission.  

RECOMMENDATION STRUCTURE 

Absolute performance, long-term (fundamental) recommendation: The recommendation is based on implied upside/downside for the stock from the target price. A Buy/Sell 
implies upside/downside of 10% or more and a Hold less than 10%. The target price is the level the stock should currently trade at if the market accepted the analyst’s view of 
the stock, provided the necessary catalysts are in place to effect the change in perception. If it is felt that the catalysts are not fully in place to effect a re-rating of the stock to 
its warranted value the target price will differ from ‘fair’ value. Given the volatility of share prices and our pre-disposition not to change recommendations frequently, these 
performance parameters should be interpreted flexibly. Performance in this context only reflects capital appreciation and the horizon is 12 months.  

For listed property trusts (LPTs) the recommendation is based upon the target price plus the dividend yield, ie total return. A Buy implies a total return of 10% or more; a Hold 
5-10%; and a Sell less than 5%. 

Absolute performance, short-term (trading) recommendation: The Trading Buy/Sell recommendation implies upside/downside of 3% or more. The trading recommendation 
time horizon is 0-60 days. 

Each stock has been assigned a Volatility Rating to assist in assessing the risk of the security. The rating measures the volatility of the security's daily closing price data over 
the previous year relative to other stocks included in either the S&P/ASX200 Index (large caps) or the Small Ordinaries Index (small caps) of which it is a member. This rating 
is a quantitative (objective) measure provided as an additional resource and is independent of the qualitative research process undertaken by our research analysts.  

A rating of Low indicates very little movement in price over the previous year (Coefficient of Variation < 4 for small caps or < 5 for large caps).  A Moderate rating implies 
average price movement over the previous year (Coefficient of Variation of 9 - 21 for small caps or 7.25 - 15 for large caps).  A High rating implies significant price movement 
over the past year (Coefficient of Variation greater than 25 for small caps or 35 for large caps). 

PRIVACY 

Personal information held by RBS Morgans Limited may have been used to enable you to receive this publication. If you do not wish your personal information to be used for 
this purpose in the future please advise us, including your account details to your local RBS Morgans Limited office or to Reply Paid 202, GPO Box 202 Brisbane Qld 4001. 
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