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MESSAGE FROM THE CEO

Our February edition of the Voice records a great deal of activity over what is traditionally a
quiet period for the industry.  Finance Minister, the Hon Nick Minchin, excited widespread
media and industry speculation at the 2006 Young Liberal Conference by suggesting that
"there is a very good case" for abolishing the 15% Super Contributions tax.  

IFSA issued a media release supportive of the removal  and pointed out that by 2030, 22% of
the population would be over the age of 65, compared to 12% in 2002, and that the scrapping
of the tax would greatly assist in narrowing the retirement savings gap. 

This development has been followed by the announcement that the Treasurer, the Hon Peter
Costello has tasked Dick Warburton and Peter Hendy with a study to examine Australia's tax
system to look at where we are leading and where we are lagging the rest of the world.  It is
to be hoped that taxes on superannuation and savings are also benchmarked internationally
as part of the exercise.  IFSA fully supports the Treasurer's decision to have the external review
of tax.

Taxation reform was certainly a talking point at the IFSA planning day when the Board and
seventy of our member CEO's met in Sydney at Deloitte for our industry strategic planning day
on 27th February.  The purpose of the gathering was to map out our future direction for the
next 3 years and discuss ways of continuing to build on consumer confidence initiatives,
retirement savings adequacy and risk insurance, along with measures to improve industry
efficiency and integrity.  Our industry will continue to push for better outcomes for investors and
policy holders, good fee disclosure, product rationalisation along with e-commerce initiatives
and will work toward furthering strong, sustainable growth for the industry.  

IFSA activity to feature so far in the New Year's media includes support for further FSR
refinements,  a push for unit trust reform, continued support for product rationalisation of
'legacy products', red tape reduction, SMSF's and super splitting.  IFSA has also called for the
removal of fringe benefits tax on life cover, and reporting of Australia's underinsurance problem
continues to gain coverage across a range of media.

IFSA's role in refining International Financial Reporting Standards as a result of the 2005
International Funds Associations meeting in Washington has also featured in the trade press
and Anti-Money Laundering continues to be an issue that will exercise the Secretariat and our
working groups throughout 2006.   The Treasurer has recently signed a Trans-Tasman mutual
recognition Treaty that will achieve greater co-ordination of business law with New Zealand
covering collective investment schemes and offers of securities such as shares and options,
which can now be offered in both jurisdictions, provided PDS's are lodged with the regulators.

In other developments, the AFG Global Funds Management Index has found that Australia
has made the top ten and overtaken the USA in terms of managed fund investment.
Australians (on a per capita basis) have US$34,890 invested as compared to US$27,858 for
the USA.   This good news was somewhat dampened by another study by Citibank which
found that Australian retirees are living on an average of $22,000 per year and that almost 1
million retirees have returned to the workforce since leaving it.
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Given that 65% of pre-retirement income is now a widely accepted benchmark for those living in
retirement and that the average annual Australian salary is around $53,000 per year, there is still
quite a lot of ground to make up.   The ABS released new data on 6th February which found that
there are 7 million people aged 45 years and over who have worked and of which 3 million have
retired. 41% of intending retirees expect their main income source at retirement to be
'superannuation or annuity', followed by 25% who expect their main income source to be
'government pension or allowance'   IFSA will soon be releasing the second Retirement Incomes
Long Term Savings report, which builds on our earlier work first identifying the $600bn Retirement
Savings Gap in 2003.   

The Secretariat looks forward to working with you again in 2006 on these and other issues pertinent
to our industry especially at our Connect 2006 Conference.

MAKE THE RIGHT CONNECTION IN 2006

The IFSA Conference Connect 2006 will take place at the Gold Coast Convention & Exhibition
Centre between 2nd and 4th August. 

IFSA's conferences are renowned for the quality and content of their programmes, and Connect
2006 will be no different. This year's programme will explore the ways in which the industry currently
does and will continue to connect with its stakeholders – government, regulators, advisers, media
and ultimately the consumer. In addition we will continue to profile international industry leaders and
learn the lessons from overseas.

For more information please visit www.ifsa.com.au
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AML - LATEST DEVELOPMENTS 

The Anti-Money Laundering and Counter-Terrorism Financing
(AML/CTF) Exposure Draft Bill continues to be an issue for IFSA
Members.   At the first Ministerial Advisory Group meeting recently,
IFSA CEO Richard Gilbert was instrumental in establishing a 'Risk
Principles Working Group' to focus attention on the need for the
Bill and underlying Rules to reflect a true risk-based approach.
This includes the need for appropriate treatment of financial
services/products that pose a very low risk, such as a range of life
risk insurance products and APRA regulated superannuation
products.  IFSA will continue to advocate strongly for a workable
and effective legislative package that doesn't inconvenience
consumers or impose an undue burden on the industry. 

Another important achievement has been to obtain the agreement
of Senator the Hon Chris Ellison, Minister for Justice and Customs
to speak at the next IFSA Member Luncheon on Thursday 16
March 2006 in Sydney.  For further details and to register your
attendance please use the following link:
http://www.ifsa.com.au/public/content/ViewCategory.aspx?id

=3.

Further info: Martin Codina, Senior Policy Manager, Investment,
(02) 8235 2523 or at mcodina@ifsa.com.au

IFSA DELIVERS ON GENETIC EDUCATION

IFSA has begun to roll out its Human Genetic Information
education programme to member companies. One
recommendation from the inquiry into the protection of human
genetic information, recently endorsed by Government, was that
IFSA should take responsibility in educating its members.  The
education session developed by IFSA's Genetics Working Group
has started working with insurance company staff with the specific
objective of covering all company underwriting teams, focussing
on the two IFSA genetic standards and the industry data collection
initiative.

For more information, contact David Mico, Senior Policy Manager,
Life and Risk on (02) 8235 2527 or dmico@ifsa.com.au

OUT NOW: NEW ABS FIGURES ON RETIREMENT

INCOMES

New Australian Bureau of Statistics figures on retirement incomes
were released on the 6th February.  Many of the 3.4 million people
who intend to retire expect their main income source at retirement
to be 'superannuation or annuity' (41%), followed by 'government
pension or allowance' (25%).  The research can be viewed at:
http://www.abs.gov.au/ausstats/abs@.nsf/mf/6238.0?OpenD

ocument

GROWING THE PIE - HELPING MEMBERS BUILD AND

MARKET AUSTRALIAN FINANCIAL SERVICES

CAPABILITY AND EXPERIENCE

With a significant proportion of Australian investment going off
shore via international funds,  Government and the industry, have
often pondered how we can grow overseas investment in
Australian managed funds and overseas use of the Australian

financial services capability.  IFSA's Asian Markets Challenge
Committee, headed by Jeremy Duffield, CEO of Vanguard
Australia, is not just pondering the question, it hopes to provide
some answers. 

Finance and insurance is the third largest sector in the Australian
economy, generating 8.5% of GDP. Average annual growth in
Australia's finance and insurance sector since 1984/85 has been
5.3%. The size of Australia's fund management pool, the fourth
largest globally and the largest in Asia, continues to attract global
firms to establish and expand their operations in Australia.
Becoming a home for, or conduit of, managed investment fund
inflows from our regional neighbours will ensure that the Financial
Services Sector in Australia continues to grow and contribute to
the overall strength of the Australian Economy.

Over the last six months the committee has developed a number
of initiatives which focus on understanding and breaking down the
barriers to attracting inflows from Asian Countries such as Taiwan,
Korea and Japan. In line with this, IFSA has begun discussing the
issues with number of government departments including the
Treasury, Department of Foreign Affairs and Trade, Austrade and
AXISS.

Over the course of the next year the committee hopes to further
the dialogue with each of these departments, obtain beneficial
changes to the international taxation system, work towards
regulatory recognition within a number of countries in Asia and
host a delegation to promote Australian Financial Services in the
region. If you are a regional head of your business and interested
in joining the committee please contact Stephanie Lee on (02)
8235 2533 or email slee@ifsa.com.au

SMSFS UNCOVERED

The IFSA/Investment Trends SMSF report is now available on the
website.  The report found that 55% of investors cited 'control' as
a reason for establishing an SMSF and that smaller funds with
balances under $100,000 were somewhat more likely to say that
they had established their fund based on 'advice from a friend'.
Other key findings were that the average starting balance for
SMSFs established in the last two years was $300,000 and that
38% of working respondents described themselves as business
owners or self-employed. Another 14% described themselves as
managers or professionals with 46% of people running an SMSF
earning more than $80,000 per year.  The average annual total
amount spent on running an SMSF was $3500.    58% of SMSFs
have managed funds as part of their asset mix, with 78%
indicating that they are open to investing in managed funds when
considering future asset allocation. Investment in managed funds
averaged $120,000, among those SMSFs using managed funds,
which accounted for some 15% of SMSF assets.  Very few
SMSFs said  that they do not utilise some form of financial adviser
with four out of five (79%) funds reporting that they currently used
either an accountant or financial planner. There were some
overlaps between these advisers with 11% of SMSFs using both
planners and accountants.    The report highlighted the importance
of obtaining quality financial advice to establish an ongoing
investment and risk protection strategy.  
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SMSFs using the services of a financial adviser had higher
fund balances and a considerably higher incidence of life
insurance through the SMSF than other funds.
http://www.ifsa.com.au/public/content/ViewCategory.asp

x?id=84

IFSA/DELOITTE FUTURE LEADERS AWARD

Start spreading the news!  IFSA and Deloitte are delighted to
launch the IFSA/Deloitte Future Leaders Award - a
sponsorship program to encourage and recognise young
talent in Australia's wealth management industry.  This
exciting new program involves the industry's CEOs and
aspiring young leaders (under 30 years old) and takes a fresh
approach to exploring solutions for the pressing issues of the
wealth management industry. The award combines the
principles of best people practice such as mentoring,
recognition and international benchmarking, with the need for
an innovative approach to today's business conundrums.
The Future Leaders program has attracted the support of
some of our nationally and internationally respected industry
leaders who have agreed to give their time to be involved in
the program and to judge the three issues selected this year.
At the time of application for participation in the IFSA/Deloitte
Future Leaders Award, candidates must nominate one of the
following topics on which they would like to prepare a research
paper.

1.How can the industry simplify life insurance to make life
products more attractive to consumers?

2.How can the industry overcome any significant inefficiencies
that may exist in the Australian financial system?

3. Describe the current retirement income stream environment
and how it impacts on the take up of income streams. Suggest
initiatives that would make retirement income streams more
attractive to retirees.

Applications for participation in the Award Program open on 27
February 2006 and close on Friday 14 April 2006. Participants
in the Award Program will be selected and advised by 30 April
2006. They will then have three months to prepare a paper on
their chosen topic. The deadline for submitting completed
papers is Monday 31 July 2006. Judging will take place
throughout August and September 2006. Finalists and the
winner will be announced at an IFSA member luncheon in
October 2006. The finalists will be invited to present their
papers at a Key Issues Presentation in November 2006.
Deloitte will arrange an expenses paid study tour for the
overall winner to meet, share and engage in further learning
with one of Deloitte's global financial industry leaders whether
located in New York, Europe or the Asia Pacific. The timing of
this prize will be arranged to suit both parties. In addition,
Deloitte will invite the winner and finalists of the IFSA/Deloitte
Future Leaders Award to participate in various hosted
luncheons with appropriate industry leaders throughout
FY2007.

For further information about the Award, please click on the
link below to download the Future Leaders Award Information
Pack, including an application form.  Please note: entry to the
Future Leaders Award is only open to FULL IFSA Member
companies.http://www.ifsa.com.au/public/content/ViewCat

egory.aspx?id=353

For any enquiries, please contact Stephanie Lee  on (02) 8235
2533 or email slee@ifsa.com.au

MAKE THE RIGHT CONNECTION! IFSA CONNECT 2006

Connect 2006 will take place at the Gold Coast Convention &
Exhibition Centre between 2nd and 4th August. 

IFSA's conferences are renowned for the quality and content
of their programmes, and Connect 2006 will be no different.
This year's programme will explore ways in which the industry
currently connects with its stakeholders - government,
regulators, advisers, media and ultimately -  the consumer. In
addition, we will continue to profile international industry
leaders and learn from industry experiences overseas.

Among those who have already agreed to address this year's
conference are:

Paul Shott Stevens, President of the Investment Companies
Institute, US

Ray Greenshields, Managing Director of Barclays Wealth
Solutions, UK

Simon Jeffreys, Global Investment Management Leader,   
PwC

Steve Tucker, CEO of MLC

Michael Bargholtz, CEO of Alliance Capital

John Pearce, CEO of Colonial First State

Hazel Nicholls, CEO of Swiss Re Australia

The programme will not only facilitate high level discussion on
the big issues, it will also include a number of interactive
workshops on a range of topical initiatives. In addition,
Connect 2006 will see IFSA continue to work with the
Australian Custodian Services Association to develop a
programme which reflects issues relevant to the custody
sector. 

Registrations will open at www.ifsa.com.au on the 1st March.
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MARCH KIPS 

Taxation KIP

Tuesday 7 March at 10.00am
Topic:  TOFA and MITR

Operations & Technology KIP

Wednesday 8 March at 10.00am
Topic:  swimEC Headland Statement Launch - SINK or
SWIMEC: (2006-2010): Recognising the commercial
imperative

Regulatory Affairs KIP

Wednesday 8 March at 3.15pm
Topic:  Compliance and ASIC Enforcement Priorities

Investment KIP

Thursday 9 March at 2.00pm
Topic:  Solving the Equity Premium Puzzle

Marketing and Distribution KIP

Tuesday 14 March at 10.00am 
Topic:  SMSFs Uncovered

For further details and to register your attendance please use the
following link:
http://www.ifsa.com.au/login.aspx?ReturnUrl=/public/con

tent/ViewCategory.aspx?id=340 

MEMBER LUNCHEON - SYDNEY

Please join us on Thursday 16 March 2006 at Shangri-La
Hotel Sydney, for lunch with Senator the Hon Chris Ellison,
Minister for Justice and Customs (Manager of Government
Business in the Senate). The luncheon address topic will be:
Anti-Money Laundering & Counter-Terrorism Financing

Measures and the Financial Services Industry.

Details about booking for the lunch appear on the IFSA
website under Member Luncheons www.ifsa.com.au
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Sarah Woodhouse, Wealth Management Partner
Deloitte with IFSA Chairman and Managing Director
AMP Craig Dunn, launching the IFSA/Deloitte Future
Leaders  Award to  the CEOs of over 70 IFSA
member companies Monday 27 February.

Steve Tucker, Chair of Regulatory Affairs Board
Committee and CEO of MLC with IFSA CEO,
Richard Gilbert at the launch of IFSA’s Regulatory
Affairs Headland Statement.

IFSA EVENTS



AMP Capital Investors Limited 
ABN 59 001 777 591  AFSL 232497 

 

 

 

8 February 2006 

 

Financial planners embrace growing SMSF market  
 

Financial planners are positive about the growth in the Self Managed Superannuation Fund (SMSF) 
market and see it as a significant opportunity for their business, according to research released today 
by AMP Capital Investors and Investment Trends. 
 
The 2005 AMP Capital/Investment Trends SMSF Planner Report found that financial planners expect 
growth in SMSF assets to continue at 18 per cent per annum over the next three years.  
 
Far from being threatened by this growth, 46 per cent of planners saw it as a large opportunity to add 
value through their services, and another 32 per cent a small opportunity for their business. Only 13 
per cent felt threatened by this industry evolution, with 9 per cent foreseeing no impact. 
 
AMP Capital Investors Head of Private Clients, Giles Craig said SMSFs were becoming an 
increasingly important part of financial planners� business mix. 
 
�Many financial planners have built their business models around advising SMSFs and have taken 
advantage of the increased range of investment vehicles available to their clients. 
 
�The structure of SMSFs encourage a more active collaborative relationship between financial 
planners and their clients. 
 
�Similarly, investors are more aware of their superannuation options and with increased knowledge 
comes higher level of engagement. 
 
�These options empower investors, as long as they receive high quality advice and information,�  
Mr Craig said. 
 
Investment Trends Director Mark Johnston said many financial planners are already actively 
engaged in providing SMSF advice. 
 
Planners estimate that SMSF clients generate 27 per cent of planning industry revenue today, 
including advice on their personal assets, and that this will rise to 34 per cent by 2009.   
 



Planners� level of engagement is not uniform.  Of the 72 per cent of financial planners who provide 
some SMSF advice, 22 per cent provide advice to more than 20 SMSF clients and are defined in the 
Report as SMSF specialists. The remaining 50 per cent of financial planners giving SMSF advice are 
considered SMSF generalists. 
 
�With typically high super balances and personal investments, those with SMSFs can be very 
valuable clients. SMSF specialist planners averaged 50 per cent higher funds under advice (FUA) 
than the industry as a whole, and had 44 per cent higher inflows in the last 12 months,�  
Mr Johnston said. 
 
The Report looks at the role of financial planners in the SMSF market and is the first of a series of 
reports to be released in 2006 following the launch of research on the characteristics, motivations 
and behaviours of SMSF investors nearly 12 months ago. The SMSF Planner Report was based on a 
detailed quantitative survey of 327 planners conducted by Investment Trends between October and 
December 2005.   
 
AMP Capital Investors provides highly targeted products for the SMSF market including the AMP 
Capital Enhanced Yield Fund and the closed AMP Capital China Fund. 
 
Investment Trends is a specialist industry research organisation which provides new decision support 
information to nine of the top 10 Australian fund managers and platform providers as well as the top 
five banks, top five online brokers, numerous leading margin lenders, dealer groups, planning 
software providers and industry regulators. 
 

 
 
Media enquiries: 
AMP Capital Investors     Investment Trends 
Tanny Tsanis       Mark Johnston  
+ 61 2 9257 2700      +61 400 841 995 
+ 61 434 073 890 

 

Investors should consider the product disclosure statement available from AMP Capital Investors Limited (ABN 59 001 777 
591) for the AMP Capital Enhanced Yield Fund before making any decision regarding the product. 
 
Neither AMP Capital Investors, nor any other company in the AMP Group guarantees the repayment of capital or the 
performance of any product or any particular rate of return referred to in this release.  Past performance is not a reliable 
indicator of future performance. 
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SMSF 'specialists' look beyond platforms
9th February 2006.

Planners focusing on Self Managed Super Funds (SMSF) have 

more funds under advice, more contact with clients and are 

more likely to look beyond platforms for investments, according 

to research released yesterday. 'On average per planner, SMSF

specialists have 50 per cent more funds under advice,' 

Investment Trends director Mark Johnston said. From previous

research, Investment Trends found 72 percent of planners 

assist clients with SMSFs. For its latest study, however, 

researchers broke planners into two camps. Those with more 

than 20 SMSFs were described as specialists (27 per cent) and 

those for whom such funds were not core business (52 per 

cent). Overall, SMSFs contribute 20 per cent of the average

planner income, rising to 27 per cent of income amongst the 

specialists. Most specialists tend to be involved in 3-5 person

operations, with 40 per cent located within accounting 

practices, the survey found. Specialists are more likely to be

advising on a wider range of products, Johnston said. 'They 

contact clients noticeably more often... with things like 

specific investment opportunities,' he said. Specialists also

make a higher proportion of off-platform investments. 'About 

half of their [recent] investments, by number, were located 

off-platform,' Johnston said. Survey data showed that 88

percent of all planners believed SMSFs were as valuable as, or 

more valuable than other clients with the same level of assets.

'We found, on balance, that planners weren't threatened by 

the growth in self managed super funds,' Johnston said. 'The 

vast majority see it as an opportunity.' The report was

commissioned by AMP Capital Investments as part of a series. 

Two more reports into the SMSF market are due in coming 

months. 'We'll be providing more products in that sort of

space,' AMP Capital Investments head of private clients Giles 

Craig said. 'There are lots of products that are expensive to 

construct themselves.' 
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Xplan scores best marks from advisers 
10th February 2006.

Xplan gets thumbs up

Xplan has recorded the highest level of adviser satisfaction

among planners, according to the latest Investment Trends

Planner Technology Report. Whilst Visiplan retained a clear lead

in the planning software market (with 29 per cent of planners

citing it as their main software, including VisiWeb users), Xplan

and Coin have both experienced strong growth in primary

market share from a much smaller base. In the 12 months to

December 2005, Xplan grew from 6 per cent to 11 per cent,

and Coin from 3 per cent to 8 per cent. AdviserCentral has also

experienced strong growth since its rollout at the end of 2004.

Investment Trends director Mark Johnston said it should be

noted that the research excluded bank-based financial

advisers, the inclusion of which would raise Coin's relative

market share due to its take-up with CBA and Westpac

financial planning. 'Not surprisingly, the fast-growing planning

software providers enjoyed the highest satisfaction rating from

advisers, who were asked to rate their main software provider

on a range of metrics and overall usefulness,' Johnston said.

The leading providers by overall satisfaction were, in order:

Xplan (with 75 percent of users rating it good or very good),

PlanTech 4Cast (72 percent - with users skewed to risk

advisers), Coin (60 per cent) and MLC AdviserCentral (54 per

cent). The 2005 Investment Trends Report was based on a

survey of 609 financial planners at the end of 2005.
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News

Client confidence hits new high
Larissa Tuohy

Clients of financial planners are investing more of their assets according to their planner’s recommendations, with 88 per cent rating the overall
quality of the service they receive as good or very good, according to a new Investment Trends report commissioned by Credit Suisse Asset 
Management (CSAM).

The research is based on the responses of over 600 clients of eight dealer groups, and shows that
the average client invests 70 per cent of their portfolio according to their adviser’s recommendations
– up from 64 per cent in 2004. 

Trust continues to be the most important factor in planner selection, followed by an understanding of
the individual’s goals and a good reputation. 

Pricing is seen as the most important attribute by less than 10 per cent of individuals.

The research also found that over 70 per cent of consumers who switched super funds following the
introduction of choice did so in response to their planner’s recommendation. 

CSAM’s head of retail Chris Larsen said that, typically, advisers have been reluctant to offer advice
relating to super switching. “But if they want to get into this business, the thing that shouldn’t frighten
them off is that their clients are going to have this notional desire to stay with an industry super fund.

“Because clients are saying it’s not about returns, it’s not about fees, it’s more about the fact that I
trust my financial planner and I'm prepared to go with their recommendations.”

Retirement income needs are also changing, according to the analysis. The survey found that 70 per cent of respondents felt it was more important 
to have a good lifestyle, with only 12 per cent wishing to preserve their wealth for future generations.

According to Larsen, this could lead to a huge uptake in reverse mortgage type products.

Larsen said: “It’s not for us to have a view on it, but quite honestly if the products are structured right we think they are probably good investments
for a lot of people . . . and when it plays out, that will be a massive boom for the financial services industry, because if that money comes out of a
home it could go into super, or an allocated pension.”

One disappointing aspect of the report related to the number of financial planners only rated as average by their clients. Larsen said: “The people
who were sitting in the average box – that number didn’t change. So if you like, we’ve got the same number of average planners, but we’ve got a lot
more that went from good to very good. 

“And I think that says something about the industry. It says there’s a group there who really want to challenge themselves and move up in terms of
their service proposition.”

The report is now in its second year, and was prompted by the damning report published by the Australian Consumers’ Association (ACA) in 2003.

Larsen said: “We felt the ACA report was a real beat-up on financial planners ... because essentially you’re asking people implicitly to what extent can
they trust financial planners, and the feedback was you can’t. 

“I’ve been in this industry for 16 years and I can say that the percentage of people who didn’t like their planner was pretty low.”

13 February 2006
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Risk software sought after
20th February 2006.

The number of financial planners using software has increased

by 10 per cent this year, from 63 per cent to 70 per cent, a

report by Investment Trends has revealed. 

And while the proportion currently using risk software built into

their main planning software has increased from 3 per cent to

5 per cent, the market opportunity for integrating risk software

still remained large, the report said. 

As a result of changes currently occurring to the way planners

do business, the balance of power is shifting towards planning

software providers at the expense of platforms and risk

software providers, according to the survey of more than 600

planners conducted from October to December 2005. 

Investment Trends managing director Mark Johnston said the

survey found more than 54 per cent of planners said the most

helpful development to assist them with risk would involve

improvements to their core planning software. 

'Planners want their tools to continue to evolve to make their

business lives easier,' Johnston said. 

'An important measure of the effectiveness of each system is

how well it integrates with the other tools they use. 

'It isn't enough to build the best platform or planning or risk

software - the key is making these tools work better together

to streamline the advice process.' 

The leading risk providers were Plantech ProPlanner (27 per

cent market share), Boss (20 per cent) and Life Research

(Boss) (8 per cent). 
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SMSF establishment peaked in 2002/03
Mike Taylor

The establishment of self-managed superannuation funds (SMSFs) peaked in 2002/03 but they remain a popular retirement savings option for many 
people, according to the latest research published by the Investment and Financial Services Association (IFSA).

The research, conducted by Investment Trends, was aimed at examining the desires and drivers behind the establishment of SMSFs and canvassed 
the views of more than 1,200 pepole.

IFSA chief executive, Richard Gilbert said the report had found that the average starting balance for an SMSF established in the past two years was 
$300,000 with 38 per cent of working respondents describing themselves as business owners or self-employed while 14 per cent described 
themselves as managers or professionals.

He said the report had found that 55 per cent of investors had cited “control” as a reason for establishing an SMSF and that those with smaller
balances were somewhat more likely to say they had established their fund “on advice from a friend”.

Gilbert said that 46 per cent of people running an SMSF earned more than $80,000 a year and the average total amount spent on running n SMSF 
was $3,500.

The report said that 58 per cent of SMSFs had managed funds as part of their asset mix, with 78 per cent of respondents indicating they were open to 
investing in managed funds when considering future asset allocation.

The report said that very few respondents had said they did not utilise some form of financial adviser with four out of five reporting that they currently 
used either an accountant or a financial planner.

23 February 2006
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SMSFs do better with advice
23rd February 2006.

A little help goes a long way, according to research into Self 

Managed Super Funds suggesting those that utilise advisers 

have higher balances. 

'Very few SMSFs say that they do not utilise some form of 

financial adviser,' Investment and Financial Services 

Association (IFSA) chief executive Richard Gilbert said. 

Surveys of 1200 SMSF members found four out of five funds 

(79 per cent) used either an adviser or accountant, while 11 

per cent used both. 

'The report highlights the importance of obtaining quality 

financial advice to establish an ongoing investment and risk 

protection strategy. SMSFs using the services of a financial 

adviser had higher fund balances and a considerably higher 

incidence of life insurance through the SMSF than other funds,' 

Gilbert said. 

The report suggests that the role of advisers is changing, with 

investors now more likely to be the ones instigating an SMSF, 

followed by advisers, while accountants are doing less 

prompting these days. 

Investors who established SMSFs since 2002 are more likely to 

say they followed the advice of a planner (27 per cent) rather 

than an accountant (19 per cent). However, the majority of 

funds still are still set up with the assistance of an 

accountant.

Accountants are the most widely used of financial 

professionals, used by 57 per cent of SMSFs in a previous 2004 

survey. About 28 per cent said they used a planner. 

Those running SMSFs are typically high-earners with 46 per 

cent achieving $80,000 a year or more. 

On average, investors spend $3500 a year running a SMSF. 

The average starting balance for these funds in the last two 

years was $300,000. 

Managed funds are a key part of SMSF portfolios, featuring in 

58 percent of funds. SMSF investments in managed funds 

averaged $120,000 and accounted for 15 percent of all SMSF 

assets.

The report was commissioned by IFSA and conducted by 

Investment Trends. 
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Growth of DIY super funds 'no threat'

February 24, 2006 - 1:00PM

The surge in do-it-yourself superannuation funds has not

heralded the end of the old-fashioned financial adviser just yet, research shows.

A joint report by AMP Capital and research group Investment Trends on self-managed super

funds (SMSF) found financial planners expected annual growth in SMSF assets to continue at

18 per cent over the next three years.

However, the study also found most planners did not see the growth as a threat to their

business but rather an opportunity to build on operations.

Forty-six per cent of planners saw SMSFs as a significant opportunity to add value through

their services while another 32 per cent saw small opportunities.

Only 13 per cent felt threatened by the major shift in superannuation trends while nine per

cent foresaw no impact on their business.

Planners currently estimate that SMSF clients generate 27 per cent of planning industry

revenue, including advice on their personal assets, and that this will rise to 34 per cent by

2009.

AMP Capital Investors head of private clients Giles Craig said SMSFs were becoming an

increasingly important part of financial planners' business mix.

"Many financial planners have built their business models around advising SMSFs and have

taken advantage of the increased range of investment vehicles available to their clients," Mr

Craig said.

"The structure of SMSFs encourage a more active collaborative relationship between financial

planners and their clients.

"Similarly, investors are more aware of their superannuation options and with increased

knowledge comes higher level of engagement."

Investment Trends director Mark Johnston said many financial planners were already engaging

in providing SMSF advice.

The remaining half who gave SMSF advice were considered "generalists".

"With typically high super balances and personal investments, those with SMSFs can be very

valuable clients," Mr Johnston said.

The report studies the role of planners in the SMSF market and follows last year's research,
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which showed SMSF members were more concerned about taking control of their super than

they were fee reduction.

The report was based on a survey of 327 planners between October and December 2005.
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News

Labor calls for tougher rules on SMSFs
Zoe Fielding

The Federal Opposition is calling for tougher regulation and clearer disclosure of self-managed superannuation funds (SMSFs) following the release of 
Australian Taxation Office (ATO) figures on asset values and fees charged in SMSF accounts.

Labor Senator Nick Sherry, the Opposition spokesperson on superannuation, described as
“frightening” the high fee levels and substantial number of SMSFs with low asset balances revealed in
the ATO figures he released on Friday.

Sherry said the ATO data showed over $8 billion was held in SMSFs that had balances less than 
$200,000, the generally recognised minimum for SMSFs. He said this illustrated massive levels of 
mis-selling.

Sherry said the figures showed SMSFs with balances under $50,000 in assets were charged annual 
fees of between 3 and 6 per cent, or around $1,500, while asset values of $50,000 to $200,000 
incurred annual fees of between 2 to 3 per cent or $2,902.

Chant West principal Warren Chant said he believed some people who had set up their own funds 
with smaller balances would close them as they came to understand more about the costs and 
administrative requirements.

Recent research from Investment Trends found that the average starting balance for a SMSF 
established in the past two years was $300,000, and that the establishment of SMSFs peaked in 
2002-03.

But Sherry said even for funds with balances greater than $300,000 the ATO data suggested annual fees were often very high, at between 2 and 3 
per cent or $11,828.

He said many individuals who had established such funds were being ripped off and greater regulation and disclosure of products was required 
immediately.

AXA general manager, sales and marketing, Adrian Emery said annual administration fees for AXA’s recently released SMSF service intentionally
penalised funds with balances below $250,000 to discourage the initiation of SMSFs with balances considered too small to be viable. He said fees
charged in AXA’s service were between $2,350 and $3,550.

Sherry’s calls for greater control echo his appeal last November for the simplification of the overall super choice regime, which followed the tabling of
an Australian Securities and Investments Commission (ASIC) report that highlighted several cases of mis-selling of superannuation, only one of
which had been identified as a result of a consumer complaint.

6 March 2006
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News

Reputation king in booming margin loan market
Ross Kelly

Colonial First State , Commsec, Macquarie  and Leveraged Equities were the big winners in a margin loan market that showed no signs of cooling off 
last year.

In the year to December 2005, the amount of money in existing margin loans continued to increase, 
largely thanks to strong market performance, and according to Reserve Bank of Australia (RBA) 
figures, the rate of establishment of new accounts increased by 8.6 per cent.

For those who took out a new margin loan in 2005, a new Investment Trends Report surveying 2900
investors found them more likely to choose their provider based on the provider’s reputation, rather
than on interest rates or fees.

And after choosing a provider they like the sound of, clients are likely to stay put, with the report 
finding only 4 per cent were ever likely to switch loan provider.

The top margin loan providers by channel were Commsec by direct channel, Colonial Geared 
Investments via financial planners, and Macquarie Margin Lending and Leveraged Equities through 
brokers.

Surveyed investors were most satisfied with products from Commonwealth Securities, Macquarie 
Margin Lending and BT Margin Lending.

Future trends in the margin loan market are difficult to predict at present according to Investment 
Trends managing director Mark Johnston.

“Obviously growth in the margin loan market tends to cyclical – there is usually a lot of growth in the June quarter. So in terms of people taking out
new loans, it’s flattened in the second part of last year, but we won’t be able to really tell where the market is going on a year to year basis until June
2006,” he said.

The RBA has kept interest rates unchanged for a year and many commentators are predicting the cash rate will stay at 5.5 per cent until 2007.
Continued outperformance in the Australian equities market could also fuel further growth in the establishment of margin loans, but the market’s
increasing value is causing some economists to predict lower equities growth in 2006.

According to RBA data there were 152,000 margin loan accounts as of December 2005, up from 140,000 a year earlier, representing an increase of 
8.6 per cent.

Because the Investment Trends report found 13 per cent of the 2,900 investors it surveyed held multiple accounts, Johnston estimates that there are 
around 130,000 margin loans clients in Australia.

A separate Investment Trends study released in April last year found 60 per cent of the 490 financial planners it surveyed were increasing there use 
of gearing, with margin loans standing out as the most popular gearing strategy over line of credit, geared share funds, protected portfolio loans and 
instalment warrants.
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Reputation rates with margin loans 

By Nicole Manktelow 2006-03-16

An attractive interest rate or low fees may entice, but margin loan customers tend to value a

provider's good name more highly when choosing products. 

Many are also more likely to pick a margin lender based on a prior relationship, according to

research released yesterday by Investment Trends. 

Investment Trends 's 2005 Investor Margin Lending Report surveyed 2900 investors, of which

454 were margin loan clients. 

The survey found that only 28 per cent of respondents chose their margin loan provider based

on interest rates and only 25 per cent put fees first when deciding on a product. 

Instead, a provider's reputation won over 34 per cent of customers, while 30 per cent chose a

product based on an existing relationship. 

Margin loan clients remain largely loyal, with the sector reporting very low levels of churn - only

4 per cent of clients changing providers in the 12 months prior to the December research. 

Margin loan customers were also among the most likely to recommend their provider. While 28

per cent would suggest a lender, by contrast only 7 percent would put forward their insurance

provider.

Investment Trends estimates the total margin loan market spans about 130,000 customers, with

13 percent holding multiple loans. 

Different providers dominated distribution channels. Colonial Geared Investments topped those

distributing products via planners, while Macquarie Margin Lending & Leveraged Equities

outranked others using full service brokers. Of those providing direct services, CommSec claimed

the most market share. 

Next week's IFA magazine includes in-depth coverage of margin lending trends.
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SMSF clients account for 27% of financial planning

revenue

Clients with self-managed superannuation funds (SMSFs)

currently generate 27% of the financial planning industry

revenue, including advice on their personal assets, and this is

expected to rise to 34% by 2009, according to the 2005 AMP

Capital SMSF Planner Report.

The report, based on a detailed quantitative survey of 327

planners conducted by Investment Trends between October and

December 2005, found that financial planners expect growth in

SMSF assets to continue at 18% per annum over the next three

years.

The report also revealed that 46% of planners saw SMSFs as a

large opportunity to add value through their services, and another

32% a small opportunity for their business. Only 13% felt

threatened by the advent of SMSFs, while 9% foresee no impact.

AMP Capital Investors Head of Private Clients, Mr Giles Craig,

said SMSFs were becoming an increasingly important part of

financial planners’ business mix. Many financial planners have

built their business models around advising SMSFs and have

taken advantage of the increased range of investment vehicles

available to their clients, Mr Craig said. The structure of SMSFs

also encourage a more active collaborative relationship between

financial planners and their clients, he said.

Similarly, Mr Craig noted that investors are now more aware of

their superannuation options, and with increased knowledge,

comes a higher level of engagement. These options empower

investors, as long as they receive high quality advice and

information, Mr Craig said.

However, Investment Trends Director, Mr Mark Johnston, stated

that the level of planners’ engagement with SMSFs is not uniform.

In particular, the research showed that, of the 72% of financial

planners interviewed who provide some SMSF advice, 22%

provide advice to more than 20 SMSF clients and are defined in

the report as ‘SMSF specialists’. The remaining 50% of financial

planners giving SMSF advice are considered SMSF generalists.

Mr Johnston noted that people with SMSFs are very valuable

clients as they typically have high super balances and personal

investments. For instance, SMSF specialist planners averaged

50% higher funds under advice (FUA) than the industry as a

whole, and had 44% higher inflows in the last 12 months, Mr

Johnston said.

For more on this topic see AMP media release ‘Financial

planners embrace growing SMSF market’, 9 February 2006.

This article appeared in Thomson’s Superannuation & Financial Service Bulletin.
Superannuation & Financial Service Bulletin is a comprehensive and
informative superannuation news service, covering all superannuation
developments, from cases, new legislation, rulings, Tax Office and APRA
developments and major announcements to detailed practitioner articles. Special
coverage is given to newly introduced legislation with contributions from
business-focused experts. (Also available as part of Australian Superannuation
Practice.)


