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Reformatting the
software sector

In the wake of the global financial crisis the financial software
industry remains in a state of upheaval, with innovation relent
less, competition fierce and smaller practices stepping into the
domain of the major providers, writes BENJAMIN LEVY.

L
ooking at finan-
cial planners and
their relationship

to software this year, it
quickly becomes clear
that the normally
steady financial soft-
ware sector is in a state
of flux.

Some of the tradition-
al customers of the
financial software com-
panies, the dealer
groups, have become
software providers
themselves, creating
their own software and
adding features and func-
tions to programs that
cater to their specific
needs. In some cases they
are marketing that soft-
ware to other dealer
groups, creating new

competitors for software
companies from within
their own market.

At the same time,
other major software
providers have not
been quiet. Midwinter
has developed and
launched new risk
insurance software
tools, Macquarie sub-
sidiary Coin Software
has bought out Olicc
Technologies, while
research house Canstar
Cannex has partnered
with software providers
to release risk premium
comparison software.

It is clear from the last
12 months that the
financial software space
is changing, but the full
extent of those changes

and how they will affect
technology into the
future remains unclear.
DIY software

Small financial plan-
ning practices and deal-
er groups have been
developing planning
solutions software that
have functions which
suit the needs of their
client bases and work
processes. They have
now begun marketing
these programs to other
dealer groups.

Fiducian Portfolio
Services began market-
ing its internal software
tool to other dealer
groups in August this
year, while several
other financial planners
have told Money Man-

M

agement they have cre-
ated their own pro-
grams because of
frustrations with exist-
ing software.

Those planners who
have created their own
software have claimed
that existing programs
are unwieldy and don't
cater to financial plan-
ners' specific needs.

Matrix Planning Solu-
tions director, adviser
services and develop-
ment, Allison Dummett
said the more an end-to-
end software system tries
to do, the less nimble it
becomes, and the slower
it is for advisers to create
an investment strategy
and compare it. Matrix
built its own internal

program, Prospera, in
2004.

Midwinter general
manager, strategy and
technical services,
Matthew Esler said
planners were frustrat-
ed with not being able
to use the available
software themselves
and having to rely on
tech-savvy co-workers
to operate it for them.

"The generalist cus-
tomer relationship man-
agement, portfolio man-
agement [and] advice
calculation software
tools are very, very cum-
bersome," Esler said.

The shortcomings of
software tools are
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reflected in the fact
that the average time it
takes to produce a
Statement of Advice
(SOA) remains stag-
nant at approximately
seven hours, he said.

In fact, the time it
takes these clunky sys-
tems to produce a SOA
is actually preventing
financial planners
from bringing clients
onboard, Esler added.

However, Mark John-
ston, principal of Invest-
ment Trends, said over
the last four years finan-
cial software has moved
away from technology
geared towards produc-
ing SOAs and become
much more focused on
helping to run an advis-
er's business.
Alan Dunne

Johnston said while it
was true that the larger
software systems were
becoming more com-
prehensive as time
passed, they were also
creating simpler tools
that advisers could use
to perform a single
task.

"If all you want to do

s a super switch or a
ransition to retirement,
ome of these newer,
emplate-driven tools
nake that a little bit
,asier."

Jnrealistic
;xpectations

It is also clear that
nuch of the dissatisfac-
:ion with established
software products comes
Town to unrealistic
!xpectations about what
:he software can accom-
)lish, according to Fidu-
:ian's head of technolo-
;y, Alan Dunne.

"I've seen some com-
nentary from people ...
where they've tried a
:ouple of software
7,ackages and been dis-
appointed. [But] I think
:heir expectations of
something that you just
.nstall, like Microsoft
Dffice, are unrealistic,"
Dunne said.

Because of these
unrealistic expecta-
:ions, financial planners
Dften choose the wrong
programs for their
planning businesses and
are then disappointed
when they do not meas-
ure up.

Coin Software manag-
ing director Darelle
Jenkins commented in a
Money Management
article earlier this year
that financial planners
needed to make sure that
the software they choose
fits their job require-
ments - sentiments

echoed by Dunne.
"Some of the larger

systems cater for very
big dealer groups, and
I don't think those sys-
tems are necessarily
ideal for the small to
medium businesses," he
said.

"It's a fairly large job
for a small business to
take on, and you've
really got to devote
your resources to doing
it ... if you want to get
any efficiency out of it.

"The larger systems
require quite a lot of
effort," Dunne said.

According to John-
ston, it is not appropri-
ate to compare dealer
group created software
to the applications cre-
ated by the large soft-
ware providers.

While there are a
small number of dealer
groups creating appli-
cations that are good at
particular things, they

could not afford to
build large software
programs like Xplan
and Coin, he said.

"The issue is that if
you look at Xplan,
Coin or VisiPlan, these
are very, very big,
evolved pieces of soft-
ware, and the cost to
replicate all of the func-
tionality that's been

built is on a very ditter-
ent order of magni-
tude," Johnston said.

Software revolution
The financial crisis

has also had an impact
on financial software,
spurring the develop-
ment of new software
programs, enhance-
ments to existing pro-
grams and expansion
by providers into new
areas.

One of the areas soft-
ware providers are
moving into is risk
modelling. As the
financial crisis has
pushed financial plan-
ners into writing more
risk advice, software
providers are moving to
create new risk insur-
ance and premium
comparison software.

Midwinter released
risk insurance compari-
son software in March
this year with the aim of
allowing advisers

Ref:  58423063

Brief: TRENDS

Copyright Agency Limited (CAL) licenced copy

Money Management
Thursday 15/10/2009
Page: 14
Section:  General News
Region:  National  Circulation:  11,021
Type: Magazines Business
Size: 1,289.76 sq.cms.
Frequency: ---T---

Page 2 of 4



Ref:

becoming as worried
about reducing their debt
levels as they are about
increasing the value of
their investment.

Johnston said Invest-
ment Trends was begin-
ning to see new prod-
ucts emerging from
software providers that
are based around debt
reduction strategies.

"What we're seeing
in the pipeline ... are
improvements around
debt, they are starting
to broaden the product
set a little bit," he said.

Cancelled
subscriptions

Financial planning
software providers have

not been immune to the
financial crisis. Wealth
management companies
have been cutting back on
software subscriptions,
with a high number of
cancellations through the
first half of 2009.

IRESS Market Tech-
nology was one of the
companies affected,
rPnnrrinc a rnntrnrtinn

cc

in the division respon-
sible for planning soft-
ware in the 2008-09
financial year.

According to IRESS'
financial year results
released in August,
software cancellations
were overwhelmingly
due to its customers
downsizing or ending
their software subscrip-
tions, with monthly
subscription revenues
dropping by approxi-
mately $250,000 since
November 2008.

Esler said many
financial planners had
cancelled software sub-
scriptions entirely, sav-
ing themselves up to
$15,000 a year.

But there are signs
this trend will be short
lived, with some soft-
ware companies
already reporting a
jump in subscriptions.
Coin's licence numbers
have risen by 50 per
cent in the last 18

to produce product
replacement and strate-
gy advice structured
around a reasonable

basis for advice.
"With the insurance

comparators that his-
torically existed, they're
all based on a ratings
system, and that has
nothing to do with the
client, which means by
and large a ratings sys-
tem is non-compliant
because it's not looking
at the needs and objec-
tives of the client,"
Esler said.

Compliance man-
agers of various dealer
groups were crying out
for new risk software
that was not based on
a ratings system, he
added.

"We wanted to bring
out an insurance com-
parator that was ultra
compliant but also
enabled advisers to pro-
duce insurance compar-
isons inside and outside
of super, and on plat-
forms," Esler said.

Research house
Canstar Cannex has
also taken advantage of
the increased focus on
risk insurance, combin-

Financial planners often

choose the wrong programs for their planning

businesses and are then disappointed when

they do not measure up. "

ing with software
provider AdviserLogic
to launch more compli-
ant life risk research
and premium compari-
son software in July.

The financial crisis
has also begun to drive
the development of new
debt reduction software
tools, helping financial
advisers create models
for clients who are

months, while Midwin-
ter's subscriptions have
jumped even higher,
150 per cent compared
to last year. AMP
Financial Planning
rolled out Coin to its
advisers in March this
year, while dealer group
Centric Wealth switched
its software to Xplan in
August.

Despite the economic
turmoil, Johnston said
huge falls in software
subscription numbers
were unlikely.

"There remains a fair-
ly high level of churn in
the planning industry.
People are changing the
Continued on page 16 >

Allison Dummett
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Reformatting the software sector
Cont. from page 15

software that they're
using, but they can't
cancel or stop using
planning software alto-
gether. It's far too cen-
tral to their business
now," he said.

It is also clear that
despite the financial cri-
sis, software companies
have not been quiet.

Coin has continued to
roll out upgrades to its
products, including
introducing a marketing
campaign module for
advisers, while Midwin-
ter is planning to intro-
duce an `investment clar-
ity' module to help
clients accomplish
research-based and
product-specific invest-
ment switching.
Competition and
the future

With dealer groups
and financial planning
practices creating their
own software solutions,
there is more competi-
tion in the software mar-
ket than ever before, and
providers are unsure
how the software indus-

try will change as a
result.

"The next big move
in this landscape is
you'll find those spe-
cialists in the areas of
CRM [customer rela-
tionship management],
portfolio management
and advice starting to
link together, and
we're seeing that
already," Esler said.

"What we're finding
is that ladvisers] are
maintaining their
CRM, they're using the
wraps and the master
funds as portfolio
management tools, and
they're using a specific
advice generator to
generate the advice,"
he said.

However, Dunne said
existing competition
would prevent various
specialists linking
together to offer a
combined version of
their tools.

"There are some niche
players out there that
have built their software
around specific scenario
modelling ... The trou-
ble is that those stand-

alone kind of players
really can get knocked
out of the market quite
easily if the bigger play-
ers decide they'll intro-
duce [something simi-
lar]," he said.

Dummett said the
need for flexible soft-
ware would ensure
ongoing competition in
the sector.

"Even though you
will always see consoli-
dation of the end-to-end
software systems, you
will also have niche
providers offering quick,
nimble software along-
side it," she said.

The need for further
enhancements to finan-
cial software will also
provide more opportu-
nities for competition
in the sector.

Paul Williams, the
head of Charter Finan-
cial Planning, which
uses the niche software
systems Draft and
Intelledox to help
grade and improve the
quality of its SOA doc-
uments, said he wanted
to see enhancements

that helped achieve

greater interaction
between existing soft-
ware and CRM tools.

"[Planners are]
always looking for
more efficiencies, [such
as] less time to produce
a SOA, or less time to
look up client informa-
tion," he said.

"[Planners] also
want to be able to tai-
lor communication to
their clients' needs by
accessing information
easily on a database -
that's really impor-
tant," Williams added.

However, Johnston
believes future opportu-
nities in the software
market are increasingly
limited.

"The main planning
software providers
have a bit of a finite
market that's becoming
a bit saturated. There
is, in one sense, a limit
to growth opportuni-
ties because there's
only so many planners
and paraplanners in
Australia."

Ref:  58423063

Brief: TRENDS

Copyright Agency Limited (CAL) licenced copy

Money Management
Thursday 15/10/2009
Page: 14
Section:  General News
Region:  National  Circulation:  11,021
Type: Magazines Business
Size: 1,289.76 sq.cms.
Frequency: ---T---

Page 4 of 4


