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Tweaking and testing are the two words that best describe the year that was for the platform market.
By Fiona Harris
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A third of

respondents

could not name

any benefits or

shortcomings

of SM4s, so

there. is not

a sufficient

high level of

understanding.

0 ver the past year, separately managed accounts
(SMAs) have dominated the platform world.

With three new products joining the market -
BT Elect Portfolio, InvestSmart Market Leaders managed
investment scheme (launched by Macquarie), and ItILC's
Adviser Managed Accounts, financial planners talk of their
continuing review of this new beast.

"SMAs are an area of growing interest," says Axa
financial advice general manager, Andrew Waddell. "I am
curious about the long-term appeal of SMAs. Australian
advisers have voted with their feet and very little new
money goes into SMAs."

Gannon Growden Schonell executive director Ben
Devenish comments: "If the service offering stacks up, we
will continue to do due diligence on them."

According to Investment Trends principal Mark
Johnston, the SMA story is taking a while to play out. "The
level of absolute dollars is roughly on par with 2006 and it's
actually down a bit on the proportion of business written
by advisers." He says one of the major issues for financial

planners has been that many of them did not regard it as the
right time to take on a different platform product, such as
an SMA.

Furthermore, Johnston says the advisers that are not
using SMAs are servicing distinctly different markets from
those that have adopted them. "One is looking for well

integrated products at a low cost and the other wants a
high degree of control to filter stocks, demonstrate and add
value, and choose accounting methods et cetera."

Johnston says the early adopters of SMAs are those
planners that can see the benefit of SI\IAs around tax
ownership. "A lot of planners have not jumped vet because
of a lack of understanding, or high expectations of their
capability," he says.

Devenish agrees: "The complexity in structure can be a
bit intimidating. If control is not the issue, then you would
look at the master funds-type space."

Waddell says in the past 12 months planners have been
more interested in using model or multi-manager portfolios
than ever before.

This in turn, has moved their value proposition away
from being a funds picker for their clients to that of a
financial coach. And it is with this business model that
advisers are not sure where an SMA fits in. He says
planners' reluctance to take on SMAs is ultimately the
combination of planners' attitudes as well as a lack of
demand from clients.

Research by Investment Trends confirms planners lack

an understanding of how SMAs could/would fit into their
existing product line-up. Johnston described this lack of

understanding as "very widespread".

"A third of respondents could not name any benefits
or shortcomings of SMAs," he says. "So there is not a
sufficient high level of understanding."

Furthermore, only a third of the users of Si\IAs actually
use them for direct equity clients.

On the technology front, Johnston says there has been

a lot of development in S1'vIAs over the past 12 months;
some "neatening up" of some "minor technology glitches".

Investment Trends research in December 2007 found
functionality-wise, the BlackRock SMA was regarded as
the most fully featured SMA available on the market.

"So in terms of functionality it was ahead of \ [LC,"
Johnston says.

While SAIAs may have been experiencing difficulties
getting their message across, Johnston says platforms have
been working to develop a lot more capabilities in the direct
equities space. This has seen more financial planners adding
and improving direct equities in their offering.

This is the case with businesses that service high

net-worth investors, where demand for direct equities is
strong. Planners servicing this space have been particularly
interested in developing their direct equities capabilities.

With financial planners falling into two main camps
- the volume-based planners versus the high net-worth
planners, Johnston says there is a shift in focus from
compliance issues to the optimisation of businesses
activities.

"So it is a shift from conformance to performance,"
Johnston says.

Platforms have also been focused on streamlining
processes, so providers have returned their attention to
offering simple, quick and easy solutions.

Johnston says the baron benchmark functionality rises
quickly every year. But he says it still remains the domain
of the most proactive platform providers. With platforms
spending S65 million every year on compliance upgrades, it
is a fast and competitive game.

WHAT PLANNERS WANT
Johnston says platform provider's innovation is mostly
focused on the costs to higher net-worth clients, caps

on platform administration fees, demand for additional
products and access to emerging markets.

He says there is also a lot of interest from planners on
gearing in super.

Johnston thought 20 per cent of the SMSF market was
interested in gearing but when Investment Trends started to
look more closely at this issue in December last year, those
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