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Wrap 1t up

Financial advisers like to push investment platforms
but customers should investigate the benefits first,
writes Annette Sampson.

hey’re called platforms and,
if you believe the hype,
they’re the crowd-pleasers of
the investment world. Master
funds, wrap accounts and
the newer breeds of separately and
individually managed accounts are all
administrative structures designed to
hold your investments.

Resecarch group Investment Trends
says platforms have grown dramatically
in the past decade. From a standing start
in the early 1990s, Investment Trends
says 82 per cent of new money invested
by financial planners’ clients last year
went in via platforms. Many investors
are tinding that if they want to invest
through a financial planner, it’s almost
impossible not to have a platform.

There are many reasons Lo love
platforms. The big institutional fund
managers think they’re the bees knees
because they have allowed them to shift
from being money managers to
distributors of {inancial products.
Instead of relying solely on their
investment management skills, the big
institutions have developed products
that allow them to ticket clip on every
dollar invested through the product -
whether iU’s a [und of their own or one
of their competitors’.

Smaller fund managers like them, too.

Instead of spending squillions setting up
a retail business, boutique fund
managers can market their funds
through adminstrative platforms and
have the platform provider do most of
the administrative work. They might
have to pay a fee to the provider for the
privilege but it allows them to reach
investors they might otherwise have
missed. And if fund managers are keen
on platforms, financial planners are
postively gaga over them.

Platforms save advisers work. In the
old days, if you went to an adviser and
invested in 10 managed funds, he or
she would have to keep track of each
holding. With a platform, technology
takes care of that and the planner can
call up your total portfolio with a

few keystrokes.

Even more importantly, platforms
have allowed planners to restructure
their remuneration.

Instead of taking upfront
commissions from managed funds
which is how it was done previously —
planners are paid by the platforms they
use. Upfront [ees still may be incurred
but ongoing asset-based [ee
arrangements are more commonly
used. Planners have swapped
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remuneration that was erratic,
increasingly on the nose with clients
and out of their control for a steady
income stream that increases the value
of their businesses and allows them to
sel their own [ee levels within the
platform structure.

For investors, the main drawcard is
that platforms provide a structure to
hold all your investments. This means
all the paperwork is in one place and
you receive consolidated reports. No
more scrabbling around to find
50 picces of paper come tax time. That
can save money.

By providing access to wholesale
investment funds, platforms also
provide access to boutique and other
funds that investors may not have been
able to gain themselves.

These funds also charge lower fees
than retail funds, which should, in
theory at least, make up for the added
cost of the wrap itself.

The first thing is to know what sort of
platform you’re being sold.

Brett Marsh, the chief executive of
managed accounts with Direct Portfolio
Services, says one of the main
considerations is how the platform is
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