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News

HANDBRAKES TAKEN OFF SMA GROWTH

New discussions have emerged about separately managed accounts (SMAs)
and their potential for future growth, as some fund managers have allowed for
coexistence between wrap accounts and SMAs on the same platform.

SMAs’ separate and standalone existence in the market has been one of the
handbrakes to the growth of this sector, according to Praemium executive
director Arthur Naoumidis, who added the lack of ease of business was a
contributing factor.

“The physical reality is that no one client would want to have all their assets
in one SMA and advisers would not put all their clients onto this structure,” Naoumidis said.

He claimed advisers would now be encouraged to recommend SMAs because assets were easier to move
within the one platform.

However, Darren Pettiona, the founder of the Hub 24 platform that was recently embraced by Matrix
Planning Solutions, said SMAs were a more efficient way than unitised managed funds to engage in
professional funds management for Australian equities and should not complement them.

“What is evident in Australian equities is that the unit trust structure is just not efficient — it should be
non-unitised, whether you call them SMAs or not,” Pettiona said.

“SMAs are not a product but a paradigm shift, and as soon as people see that they will realise that wraps
are nothing more than administration systems,” he said.

Financial planners have placed 4 per cent of client investments into SMAs this year and expect this trend
to grow to 7 per cent in three years time, according to Investment Trends’ October 2010 Planner Business
Model Report, which is yet to be released.

Investment Trends analyst Recep Peker said the research house had seen a pick up in the use of SMAs
for the first time this year and that the anticipated growth was satisfactory considering it had been “static
in the past few years”.

“Another thing behind the increased placement of funds into SMAs is increased planner awareness, with
the majority of them showing a fairly good understanding of the benefits offered by this structure,” Peker
said.

According to Pettiona, one of the reasons that the non-unitised structure was not taking off in Australia
was that fund managers weren’t keen on SMAs because money in retail unit structures was ‘sticky’.

“If you have three or four years of good performance and people have accumulated gains within that trust
and then you have a bad period — it is still a big decision for a planner to move the client out because of
all the tax consequences,” he said.

“Whereas in a non-unitised world it may be a lot easier to transition out to a better performing manager,”
Pettiona added.

However, Naoumidis is confident notable funds will start to transition into SMAs over the next 12 months.
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*a43 said:

The "reforms" during the 2000's saw a large

increase in non-productive and renumerated

bureacracy. The compliance burden has made life

for…

Noah said:

Angry and Jason, you must each have a crystal

ball, thats pretty much spot on how all of this will

probably play out.

Whatever said:

JasonM, can you please provide us with a link to

the FSG of an advisor who does not receive

payments of any type from any product? I often…

Angry said:

Exactly a perfect wedge between the Union Funds

and the Large Institutions who already have

significant FUM which will continue without Opt…

Jason M said:

Are we really just waking up to this now. The advice

firms of the future will either be 1) tied to a large

institution or 2)consumers will…

Ben said:

Let's call a spade a spade. The annual requirement

to 'Opt-In' to fees every year is the main issue. It will

push up costs and reduce…

Brent said:

There is NO and I repeat NO doubt that that

increased institutional power will be the ultimate

result of these recommendations. Leaving…

Rob said:

I would agree that the FOFA reforms have the

potential to concentrate the advice industry, eroding

competition and independent advice. It…
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