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Thesurprisebehindthe Bluedoorandwhatit hasto do with AXA andNAB

April 28, 2010

The AustralianCompetitionand Consume Commissionhasnot publisheddetailedreasonfor opposincNAB's takeoveiof AXA Asia-Pacific, buton
thebasisof whatit hassaic, AXA's decisionto renovateits retail investmentplatform offer using technologycalled the BluedoorSolution s the crux.

AXA was onthecuspof deliveringa low-cos, full -functionplatform thatwas likely to provide "agaressivicompetitionfor investorswith complex
investmenrequirement,” the ACCC saidon April 21, addingthata NAB-AXA mergerwould removethat emergingcompetitior.

Whatis not clearis how the ACCC arrivedat that conclusiol. Bluedoorappearsnotto havebeenconsulte. Bluedoor's platform technologywas
developedy anAustraliancompanythatwas takenover by a US informationtechnologygroug, DST, in late 200¢.

It's a goodsysten. But it's alsoanoff-the-shelfsysten, oneof severalconsideredy AXA afterit decidedin 200¢ thatits existinaplatformscould not
handletheintroductionof a new capita-protectedinvestmeniproduc, North, or bere-engineerecto do soat theright costandin the right amountof
time.

AXA initially concludedthatabouta dozennew platformtechnologiescouldunderpintheroll -outof North, andit selectecBluedoorin late 2007
from a shortlistof four providers, the other threebeing InfoComy, Bravuraand SyncSof.

North's productsuitewasexpandecprogressivehin 200¢, andthe decisionto roll Bluedoorout acrossthe groupcameabouta yearagc.

Bluedoo's US paren, DST, hasbeenactivein Australiafor 18 vears, focusinquntil recentlyon providina specialistaccountinasystemsfor fund
managael, large custodianandadministrator. Its key movewas to acauirethe Australiar-developecHiPortfolio accountincsystemaboutadecade
anda half agc: HiPortfolio hasbecomea leadingaccountingpackagefor fundshereandin overseamarket:.

But HiPortfolio is now a matureproduc:. Bluedooris the newarowthhope, andDST and other platform technologyprovidersseeopportunitiesasthe
platformsthe banksandbig wealthmanager:developecin-houseyearsagoreachtheir use-by date.

Bluedoo's technoloaywill, howeve, belicensedby DST to anyonewho paysfor it, and DST maintainsownershirof intellectualpropertythatis
producecin roll outs: innovationsdevelopecduringthe AXA roll outof Bluedoorwill thereforebe DST's propert), andcould bemadeavailableto
otherBluedooruser:.

NAB saysit doesi't aareewith the ACCCdecisiol, andis considerincits options, which boil downto abandoninthe AXA takeove, mountingalegal
challeng, or offering to sell someassetin the hopeof securingACCC approva.

And while the ACCChasr't namecAXA 's Bluedoordevelopmer, it's the obvioussalecandidat: nothing elsefits the ACCC's descriptior.
AXA will spendabou $4C million to roll outBluedool, andexpectsthe newplatform to reduceits platform operatinccostsby abou 4C percen.

It's a straigh-throughprocessincsysten - a single dataentryappearsat various "touchpoints" in the systen - andit usesintelligent character
recognitionandoptical characterecognitior. Automatedinputsthat do notconformto the norm areflaggedfor manualreview using "exception
processin” methodolog, makingBluedoorsignificantlylesspeople-heaw.

Butthe ACCCappearsto beassessinBluedool, or wealtt.netas AXA hasbeencalling it, for whatit could becomy, not for whatit is.

Fundsundermanaagemerat North so far total only abou $1.2 billion, andsimilar capita-secureinvestmentproductshavealreadybeenlaunchecby
competitor, includingING andMacquarit.

The North-Bluedoorplatform alsodid not featurein InvestmeniTrend:'s 200¢ tablesof thetor 10 Australianplatforms, which washeadecoverall by
the Navigatorplatform thatNAB acquiredwith its Aviva takeove, aheacof CBA's First-Wrap platform.

Thatmavreflect the fact thatBluedooris still expandincbeyondthe North suiteof fundsinside AXA. Its presenceandpopularitywith adviserspolled
by InvestmeniTrendsshouldrisethis yea, asit supersedeolder AXA platformsandits menuof investmentsexpand.;

Evenif thatoccurs, howeve, therewill still be question. Is any edgethat AXA developsdefendabl, giventhatit is notexclusivetechnoloq, for
instanc(z And how muchbette, if atall, is Bluedoorthan competingnewsystem;, including the onesfrom InfoComg, ASX-listed Bravuraand
SyncSoftthatAXA shor-listed?

NAB may beaskingitself similar questionsasit considerswhetherto walk, fight, or offer up the newplatform asa sacrifice.

TheMaidenfamily ownsNAB share.;
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