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Xplan tops competition
Sara Rich

Xplan  has beaten its competition by ranking first in an independent review of Australian financial planning  software.

Investment Trends’ annual “Planning Software Report ” ranked the leading players in this field based
on their functionality, determining Xplan showed be st practice in four of the seven areas assessed –
specifically, integration, practice management, por tfolios and reporting, and an equal first in plan
production.

The success follows its earlier top ranking for ove rall usefulness revealed in Investment Trends’ 2006
“Planner Technology Report”, which examined the usa ge of technology by planners and
paraplanners.

Speaking on the review’s results, Mark Johnston of Investment Trends said Xplan had developed the
most features for minimising the amount of manual e diting required when producing a Statement of
Advice document.

“Xplan also provides very flexible workflow, task a nd alert features for coordination and practice
management,” he added.

16 January 2007

print this article...
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Margin lending clients plan moves
Happier, but still shopping around
Julia Newbould

Wed 24 Jan 2007

A high percentage of margin lending clients may be looking to add or change providers in the new year, 
according to new research by Investment Trends released this week.

A third of margin lending clients were interested in adding another account or leaving their current provider this 
year, according to the 2006 Margin Lending Report.

Overall client satisfaction had risen in the past year, with a 75 per cent increase in clients giving their provider a 
'very good' rating, up from 16 per cent in 2005 to 24 per cent in 2006. "Although we note that satisfaction is 
generally rising in all areas of the market we research which is really a function of this prolonged bull market," 
Investment Trends director Mark Johnston said.

Around 11 per cent had left a provider in the past 12 months, with more than half leaving due to accessing better 
features, obtaining a better price, or poor service.

"Often both were required to trigger a move," "Common drivers that contributed to a very positive experience 
were good communication, prompt service, and personal service," Johnston said.

"The most common reasons given by clients who were very unhappy were mistakes, lack of communication and 
lack of personal service."

The research showed that the majority of margin loan clients shopped around before choosing a provider with 69 
per cent of planner directed clients and 62 per cent of direct clients considering more than one provider before 
making their decision.

The number of margin lending accounts was 157,000 in September, according to the Reserve Bank, and the 
average loan size was $166,000 - up almost 25 per cent on the preceding year.

Commsec and Macquarie were brand leaders with Commsec's key strength being its integration with the online 
broker.

This story appeared on InvestorDaily.com.au ©2006 InvestorDaily
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Nav igat or 'most improved' pla tform: Inv es tm ent Trends

Simon Mumme

Na v iga to r ha s be e n j udge d the mos t impr ov e d wr a p fo r c a le nda r 2006 by

Inv e s t me nt T r e nds ’ th i r d a nnua l Pla tfo r m Re por t, wi th a na l y s ts f in d ing

e v ide n c e o f good ‘ a l l - r ound ’ p e r fo r ma nc e s a c r oss a sse s sme nt c a te go r ie s .

The repor t, due for public re le ase i n com ing w eeks, found Nav iga to r re cently

advanc ed bo th it s inv estment and software capabi l i ties , ma k ing it an adept

“a l l-r ounder ” in the p la tfo rm i ndustry , Ramin Mar zbani, In vestment Trends an a lys t,

sa id.

Nav iga tor was a lso judged seco nd-best pla t fo rm, behind Ava nteos.

The r epor t ana ly sed 23 pla tfo rms and 15 prov ide rs across 300 functio na l po ints tha t

were s ubsequently grouped into s ix cr i te r i a .

In orde r o f we ighting, these were : product s ; tra nsactions; dec is i on su ppor t;

repor t ing; access and permiss i ons; and int egra tion.

Nav iga tor was found to conduct best prac ti ce i n tr ansaction s, ma in ta ined a good

menu of products and pos ted impress ive ‘a l l- round’ pe r fo rm an ces across a l l

ca tego r ies .

Ana lys ts found its n-l in k so f tware , prov ide d a t n o cost to ad v is ors , inte gra ted

cohes i ve ly with the N av iga tor pla tfo r m, e nabling adv isors to make imm edia te

e lec tr onic transac tions and av o id excess iv e paperwork .

“Nav ig a tor mad e the ir p la tfo rm ta lk to the n-l ink so f tware . I t gene ra ted a ll the action

on the screen, whi ch gives v is ib i l i ty o f w ork f low,” M arzban i sa id .

30/01/ 2007
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Smarter investors drive dramatic margin lending boo m
Tuesday 06 February 2007

As Australia’s margin lending market continues to grow, financial planners believe a better
understanding of margin loans, and the role they play in personal investment strategies, is the
driver behind this growth.

"We surveyed over 350 financial planners from around Australia, and found that more than two
thirds of planners had increased their use of gearing with clients over 2006," says Investment
Trends director, Mark Johnston.

Johnston says margin lending also increased its lead as the preferred form of leverage among
planners who advise on gearing strategies, with 52% saying this was their most recommended
form of gearing.

The Investment Trends / Colonial Geared Investments survey found that increased awareness
and understanding of margin loans has resulted in both a growth in the volume of new loans,
and their average starting value, with median new loan size up 12% over the last twelve months.

"In terms of asset classes, planners cited ongoing support for Australian equities over 2007 and
very strong interest in Asian equities and emerging markets," says Johnston.

The survey also examined which lenders planners preferred and how this had evolved over
time.

"Macquarie and National Margin Lending have both grown market share since the 2005
research," he says.

"Macquarie has now moved into second position, with 14% of planners saying it is their most
used lender."

However, he says Colonial Geared Investments remains the dominant player, with 42% primary
market share.

Back
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Preference for margin lending up: report

February 6, 2007 - 4:39PM

The margin lending market increased dramatically in  

Australia in the past year, a report says.

And financial planners attribute expanded market to  their greater role in helping investors

understand the need for personal investment strateg ies.

The 2006 Investment Trends/Colonial Geared Investme nts Margin Lending Report on Financial

Planners, published on Tuesday, shows the preferenc e for margin lending is increasing.

Investment Trends director Mark Johnston said 2006 was a seminal year for margin lending.

"The rise was driven by understanding, people are t alking about it (marginal lending)," he

said.

"Education is the driver of that growth.

"Not needing to use your house as a security is ano ther perceived benefit by advisers.

"And the diversity (is another benefit) - it means all the eggs don't have to be in the same

basket."

More than half the 350 planners surveyed nationwide  recommended margin loans to their

clients, and seven out of 10 say their client base is increasing.

The report, in its second year, said an increase in  awareness and understanding of margin

lending the biggest driver for increased number and  greater starting value of new loans.

The median loan size was 12 per cent greater at $84 ,000.

The total median new business inflows where advice was sought were between $3.5 million

and $4 million.

However, higher interest rates (43 per cent of plan ners), a lack of understanding (36 per

cent), and the risk of margin calls (28 per cent) w ere the biggest reasons that investors

avoided margin lending, the report said.

"The drivers and the barriers are the same," Mr Joh nston said.

"They are driven by what's happening in the market at any time.

"Those factors can influence growth at any one time ."

Colonial Geared Investments general manager Craig K eary said margin lending had been
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around a long time so it was only natural that peop le were moving towards it.

He said the Commonwealth Bank's margin lending book  recently hit $7 billion, "so there is

definitely continued interest and appetite for Aust ralian equities".

Most advisers used Colonial Geared Investments for lending in 2006 but Macquarie Bank and

National Marginal Lending were the big growth stori es, Mr Johnston said.

He said these lenders were chosen because of their long-term relationship with the lender.

The report also said that Asia and other emerging f inancial markets would be the best

performers over the next year.

The report said that analysts expected interest rat es to remain steady.

The report is based on a email survey of financial planners taken in December 2006.
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Prepare for battle

By Barbara Drury
February 7, 2007

The jargon is mind-numbing and the fees will give 

you a headache but this quick and easy guide to por tfolio management will help you

take charge of your investments.

The investment landscape is more confusing than eve r, with an explosion of products and

services. Forget being blinded by science. It doesn 't come close to a mind-numbing spiel

about platforms, wraps, self-managed accounts (SMAs ) and self-managed super delivered by

your friendly neighbourhood financial adviser.

The more complex investing becomes, the more interm ediaries appear to provide advice and

help with its administration, at a cost.

Before you make any decisions it helps to understan d how these products work.

In essence, platforms such as master trusts, wrap a ccounts and SMAs are technology-driven

products that let individuals pool resources to sav e costs and gain access to investments that

were once the domain of the super wealthy.

The internet means investors can track and manage a ll their investments in one spot and

receive an individually tailored, consolidated repo rt at the end of the financial year.

But there is a sting in the tail. Too often investo rs feel they are paying through the nose for

expensive products they don't need or understand.

Michael Lannon of 2020 DirectInvest estimates about  80 per cent of all new investments go

into some sort of master trust or wrap account.

To get the benefits people need to understand what is being offered, what it costs and

whether it suits their needs.

In some cases, investors may be better off throwing  away the wrapper and investing directly

in shares, property or other assets. Or they may be  able to cut out the middle man and invest

directly or through a discount broker.

But let's not put the cart before the horse. Cormac  Heffernan, head of customised portfolio

services at BlackRock (formerly Merrill Lynch) Inve stment Management says investors first
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need to think about what investment they want: shar es, fixed interest or property. Only then

do you decide what vehicle to use.

The easiest way to understand these platforms is to  look at their evolution from master trusts

in the late 1980s to wraps, which appeared in the e arly 1990s, and today's self-managed

accounts.

Master trusts
Lannon says master trusts were the brainwave of an entrepreneurial group who realised they

could aggregate customers and squeeze the big fund managers.

A master trust allows investors, or super funds, to  pool their money so they can invest with a

wide variety of fund managers at wholesale rates. T he investments are consolidated into one

fund and held on behalf of the client by the truste e who is the legal owner.

The ASGARD master trust was launched in the '80s to  provide financial planners with a

one-stop shop for managed funds, effectively moving  the large profits from fund managers to

financial planners. A decade later the fund manager s fought back, buying up financial planning

firms to provide a captive sales force. Then the ba nks twigged and bought the fund managers.

Lannon says the net result is more than 70 per cent  of financial planners are owned by large

institutions that control the managed funds. The fi eld has been opened up a little by the

emergence of boutique fund managers and by the big institutions agreeing to sell each other's

products.

Theoretically master trusts save investors money. A nyone with $25,000 or more to invest will

pay annual management fees of 0.9 per cent or less compared with standard retail investment

fees of 1.7 to 2.5 per cent. But, unless you have h alf a million to invest, wholesale funds can

only be accessed via a master trust or wrap, which imposes another layer of fees.

So while profits slosh backwards and forwards betwe en fund managers, financial planners and

platform administrators, investors get screwed.

Fees aside, master trusts have benefits. As well as  giving individuals access to wholesale

funds they save time on administration. Your accoun ting, reporting and tax are taken care of

by the trustee and you get a consolidated report at  the end of the tax year.

Wrap accounts
Although similar to a master trust, wraps give inve stors ownership of the investments

"wrapped up" in one administrative bundle. All the assets in your wrap are held in your name

so you are the legal and beneficial owner.

Lannon says the key difference between master trust s and wraps is the portability and tax

treatment of the underlying investments.

A shortcoming of the early wrap accounts and master  trusts was their lack of flexibility. If you
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wanted to switch advisers or wrap providers you had  to sell the underlying investments in one

master trust or wrap and buy them in the new one, t riggering a capital gains tax liability.

Newer products allow you to switch without selling your investments or paying capital gains

tax.

A wrap can include managed funds, shares and even m argin loans that can be viewed online

in one account. The wrap provider may have hundreds  of products from a variety of fund

managers or a more limited choice of mostly their o wn funds.

As with master trusts, wraps allow investors to han d over the administration to professionals.

While this saves time and worry, it comes at a cost .

According to the Australian Securities and Investme nts Commission, entry fees can be as high

as 5 per cent ( www.asic.gov.au/fido ). Some advisers rebate these but make sure this is  not at

the cost of higher management fees.

Administration fees of 0.09 to 0.79 per cent are ch arged by the platform provider. These may

be applied on a tiered basis (lower fees for higher  balances) or, in Macquarie's case, on a per

investment basis. On top of that there is an annual  investment management fee of up to 4.1

per cent.

Sometimes the management fee includes a service fee  for the adviser but often this is

separate and may be as much as 2 per cent of your i nvestment each year. Lannon advocates

paying an hourly fee for advice or a flat dollar fe e for ongoing advice when it is needed.

"Avoid percentage-based service fees as they effect ively reduce the performance of your

investments," he says.

"A saving of 1 per cent a year [on adviser fees] ov er 25 years on $300,000 could result in

savings of over $470,000."

In response to the growing criticism about fees, ma ny wraps now cap fees on high balances.

Some providers offer scaled down "baby wraps" with fewer investment options and lower

minimum investment amounts to reduce costs and fees . Even so, most advisers agree

investors need to put a minimum of $50,000 to $100, 000 into a wrap to make it viable.

While wraps are undoubtedly costly, they are often the only way investors can access some of

the best fund managers so it is crucial investors w eigh up the costs and benefits for their

circumstances. For example, if most of your money i s in direct shares then a wrap will not

offer value for money.

There are five main wrap providers - St George (ASG ARD), Westpac (BT Wrap), Macquarie,

Navigator and Oasis Asset Management - who each "ba dge" their wraps for financial planning

groups.

While many people are happy to pay for advice and a dministrative leg work, confident
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investors with the time and skill to manage their o wn investments would be better off

investing direct. The average annual fee for manage d funds is about 2 per cent, half the

amount you can expect to pay through a wrap.

Some planners only offer one wrap while others offe r a choice. Investors can also buy wraps

direct from discounters such as 2020 DirectInvest, bypassing advisers and their fees.

Lannon says investors should be aware not all wrap accounts are created equal. "With nearly

70 per cent of advisers linked to institutions ther e is a tendency to offer only an

employer-owned wrap." He advises comparing fees and  charges or executing your own

transactions in a wrap you access directly and pay for advice separately.

Wraps are structured according to the investment pu rpose. Super wraps offer a cheaper and

less hands-on alternative to self-managed super fun ds. But Lannon warns changing from one

super wrap to another will result in a change of tr ustee, necessitating the sale of the

underlying assets and payment of the 10 per cent ca pital gains tax applicable to super funds.

Self-managed accounts
Self-managed accounts are a mass-market form of the  individually managed accounts (IMAs)

previously available only to the very wealthy. Corm ac Heffernan, head of SMAs at BlackRock,

says someone with $50 million can go to a fund mana ger and get a portfolio designed just for

them. SMAs do something similar for the rest of us.

"There is no minimum investment, that is where the revolution is taking place," Heffernan

says. To test the theory he put $20,000 of his own money into a selection of BlackRock's first

model portfolios and ended up with 50 stocks for to tal brokerage fees of $10.

In practice, the advisers who badge SMA products ma y impose their own minimum

investment. Some are as low as $5000 and $20,000 is  common but Westpac has a minimum

investment of $100,000 in its BT Elect Portfolio.

Arthur Naoumidis, managing director of platform tec hnology provider Praemium, says for the

first time last year flows into SMAs in the US exce eded flows into managed funds. He predicts

all wraps will evolve into an SMA platform and says  all the major wrap providers are working

on this.

"SMAs are a cheaper and more tax efficient way of b uying a fund manager's intellectual

property," Naoumidis says.

Like managed funds, SMAs provide investors with a p rofessionally managed portfolio but with

beneficial ownership of the underlying shares. So i f the fund has 5 per cent of its money in

BHP and you invest $100,000 in the fund you end up with $5000 of BHP shares.

With SMAs, a fund manager builds a model portfolio specialising in some form of securities,

such as growth shares or listed property, and buys and sells the underlying shares to produce

returns for investors. Unlike a traditional managed  fund, the SMA fund manager is buying
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shares on behalf of individual investors.

At present SMAs offer local shares and listed prope rty but Heffernan says BlackRock will be

adding global shares and structured products.

The upshot is investors know what shares they own a nd receive capital gains or losses,

dividends and franking credits. Importantly, invest ors don't inherit other unitholders capital

gains or losses as they do with managed funds. That  is, investors have an individual cost base

which allows them to better manage their tax.

To illustrate, Heffernan says a financial planner m ight say you should put 50 per cent of your

cash in the BlackRock Australian share portfolio an d 50 per cent in the index model. "The

client will see just one blended portfolio. If they  both have BHP I just see one holding of BHP,"

he says.

Naoumidis says SMA technology also has the ability to block the purchase of shares you don't

like for ethical reasons or because you already hav e exposure to them. You could put a block

on uranium miners or tobacco companies. Or if you a lready own shares in BHP you could

stipulate that every time the fund manager buys BHP  you get shares in Rio Tinto instead.

Like other platforms, SMAs have administration and management fees and most have financial

advisers acting as gatekeepers. However, costs are reduced by the effects of pooling your

funds and netting transactions.

Naoumidis give the example of someone who wants to switch from one income fund to

another. In most cases, one income fund will own ma ny of the same shares as its competitors.

In a wrap you would have to sell everything and cry stallise any capital gains or losses. But in

the SMA you would only have to buy or sell the shar es not common to both funds.

Naoumidis says it is 0.4 per cent cheaper to buy in to a managed fund via a SMA than a wrap.

The platform charge plus the fund's management fees  average 1.1 per cent with an SMA

compared with 1.5 per cent for a wrap.

Costs differ from one provider to another so invest ors should check the fine print. As well as

management fees you need to look for any transactio n, switching, performance and adviser

fees which will add to the overall cost.

Taking BT Elect as an example, brokerage, managemen t and adviser fees on a $100,000

investment would amount about $2250 in the establis hment year unless you kept chopping

and changing your portfolio. Fees in subsequent yea rs would depend on the level of trading

activity.

Investors should expect to hear a lot more about SM As. BlackRock had 18 investment

strategies available on its platform three months a go and has built this up to 39 today.

Heffernan says it will be adding model portfolios a s advisers and their clients request them. "I
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can see it growing quickly. It will get exciting th is year when we can offer global shares like

Coke and IBM," he says.

Self-managed super funds
Self-managed funds are tax-effective vehicles for r etirement savings, not a technology

platform like a wrap. However, many investors outso urce the administration and reporting

requirements of their SMSF to a wrap platform provi der.

SMSFs are more flexible than wraps or other platfor ms because of the range of assets they can

hold. You can put cash, shares, property, managed f unds, fixed interest, art and other

investments into your own fund, provided it is for the sole purpose of providing for retirement.

Once you put money or assets into your SMSF you can  buy and sell as normal but you can't

take the money out until you reach preservation age , currently 55, or retire.

As well as the appeal of paying only 15 per cent ta x on income from investments held in

super, changes announced in the 2006 budget mean lu mp sums and pensions will be tax free

from July 2007 provided you are over 60 when you wi thdraw your super benefits. The removal

of reasonable benefit limits means you can save as much as you like in super and enjoy

concessional tax rates. The old $5000 limit on full y tax deductible contributions by

self-employed people has also been scrapped.

The cost of running a SMSF depends on its size, the  type of assets it holds and whether you

outsource administration and management to professi onals. Mark Johnston of research group

Investment Trends says the average annual cost of r unning your own fund is $3500. This

figure does not include transaction costs for buyin g and selling investments.

Graeme Colley, super strategy manager at ING, says because of the cost it is recommended

people have a minimum of $200,000 to invest, exclud ing their home and non-super savings

and investments.

SMSFs are especially popular with small business ow ners and the self-employed who want to

roll their business property into the fund, somethi ng you can't do with a retail super fund or

master trust.

When you see news happening:  SMS/MMS: 0406 THE AGE (0406 843 243), or email us. More

Get the Age home delivered for as little as a $1 a day!
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News

Margin lending on advisers’ radars
Kate Kachor

Financial adviser interest in the margin lending ma rket has skyrocketed, with seven out of 10 advisers  increasing their use of gearing with clients in 
the past 12 months, an industry report has revealed .

According to the Investment Trends/ Colonial  Geared Investments Margin Lending Report, use of 
gearing has more than doubled for the market.

Investment Trends director Mark Johnston said of th e more than 350 financial planners surveyed for 
the report, more than two-thirds had increased thei r use of gearing with clients during 2006.

“The single largest driver was an increase in clien t education and understanding of gearing. Margin
lending also increased its lead as the preferred fo rm of leverage among planners who advise on
gearing strategies, with 52 per cent saying this wa s their most recommended form of gearing,”
Johnston said.

The report also found increased awareness and under standing of margin loans had resulted in both a 
growth in the volume of new loans and their average  starting value, with the median new loan size up 
12 per cent during the last 12 months.

“In terms of asset classes, planners cited ongoing support for Australian equities over 2007 and very
strong interest in Asian equities and emerging mark ets,” he said.

As well as focusing on adviser views of margin lend ing, it also examined which lenders advisers 
preferred. The top three margin lenders were Coloni al Geared Investment, with 43 per cent of planners saying it is their most used lender, while 
Macquarie Bank  and BT drew for second with 14 per cent, and National Mar gin Lending third with 7 per cent.

The report is based on a survey of financial advise rs in December 2006.
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Savvy investors fuel margin lending rise
Increasing client education is fuelling margin lend ing explosion
Victoria Young

Wed 07 Feb 2007

Smarter investors are driving a margin lending boom, according to a survey of financial planners.

Since 2005, average total borrowings for margin lending have more than doubled to $3 million per planner and 
almost doubled for line of credit to $3 million, research by Investment Trends commissioned by Colonial Geared 
Investments found.

Of the 350 advisers surveyed, 80 per cent of planners give advice on margin lending. And half advise on gearing 
largely recommended margin loans to clients.

"2006 was a seminal year for planner use of margin lending but gearing in general. A lot of the on-going use of 
gearing and margin lending is really driven by client understanding," Investment Trends principal Mark Johnston 
said.

The survey asked planners their views on current prices for various asset classes. In total 56 per cent thought 
Australian residential property was overvalued and a further 11 per cent considered it highly overvalued.

Advisers identified Asian equities and emerging market equities as assets set for steady growth, the survey 
found.

Among those advising on margin lending, the median percentage of clients with a margin loan has risen to 11 per 
cent. The median loan size is $84,000, which is up 12 per cent on last year.

"Margin lending has been around for a number of years now, so its only natural that people are becoming more 
familiar with gearing solutions," said Colonial Geared Investments general manager Craig Keary. 

Colonial Geared Investments is the lender most used by advisers.

This story appeared on InvestorDaily.com.au ©2006 InvestorDaily
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Online trading goes for broke
COVER STORY 
Investors are the beneficiaries of an online arms race in stockbroking, John Synnott  reports

| February 14, 2007
MOST of us are happy to earn higher interest on our  online savings accounts, and to use 
internet banking for bill payments and funds transf ers.

It has taken a while longer for online share brokin g to catch on, but there's nothing like a booming
sharemarket, in which double-digit returns have been the norm for several years, to inspire us.
Even traditional full-service brokers are doing wel l and claim to be winning back clients. There is plenty of
action for investors in a market buoyed by takeovers and superannuation savings. Online broker 
E*Trade's customer accounts jumped 29 per cent last year. 

E*Trade is countering rival Commsec's January offer to new customers of $600 in free brokerage on the 
first 12 share trades with its own $550 worth of fr ee brokerage right up to mid-year. 

Research offerings have also greatly improved in the past year. With competition intense, most 
mass-market online broking websites now contain in- house or independent buy and sell (or at least 
avoid) stock recommendations for investors who pay basic broking rates. That is, access to 
recommendations does not require you to be a frequent or professional trader. 

Innovations are quickly matched in an online arms r ace to attract casual and professional traders -- with 
research, breaking news, interactive charting, real-time quotes and market depth, automated portfolio 
management, conditional orders and straight-through  processing. 

The result is a commodity-like sameness to online broking offerings, as the big banks behind them see 
the importance of keeping up with competitors. 

Wrap accounts
A NEW ingredient will be added to the mix in July w hen superannuation for the over-60s becomes 
tax-free.

This should boost interest in wrap accounts such as Netwealth Share Trading, which allows self-directed 
investors to trade shares online for a competitive $19.95 (to $10,000), buy wholesale managed 
investment funds and even property syndicates online, with all held under Netwealth's umbrella (for an  
administration fee). 

Wrap accounts act as an umbrella structure for investments, provide access to a multitude of investment 
funds and/or direct shares and deliver consolidated reporting. 

While widely available, most currently require the involvement of a financial adviser. 

Derivatives
ALTHOUGH online brokers cater for a range of customers -- from casual users to full-time day traders -- 
they make their money from professionals who make 100 trades a week. These days, traders are the 
market for the growing availability of Exchange-Tra ded Options (ETOs) and Contracts for Difference 
(CFDs), riskier instruments that allow investors to  trade in stocks by putting up as little as 5 per cent of 
the cost, thus giving them more bang for their buck. 

The first stock-exchange-traded CFD is due out in June, which will make pricing more competitive, 
according to Commsec. 

Separately managed accounts
FOR retail investors, a next-generation offering fr om online brokers will likely be Separately Managed 
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Accounts (SMAs), predicts NAB online operations manager Wesley Roach. However, he will not be drawn
on how far off this is. 

Investors will buy a "model portfolio" of shares, w hich an investment professional manages (by weeding 
out duds and adding better prospects), and provides full reports, just like a managed investment fund.  
However, investors own the individual shares in the portfolio in their own names and get all the 
associated benefits -- dividends, tax credits and capital gains or losses -- without the pain of picki ng stocks 
and monitoring them. SMAs are available now, but mainly through financial advisers, which ratchets up 
the cost. 

Online broking website wise Commsec has put a toe in the water with its model portfolio Share Packs --  a 
six-pack of selected blue-chip shares selected by CommSec's research analysts -- for portfolios of $4000 
to $25,000 in size with $66 brokerage online. 

"This is a similar concept to a Separately Managed Account except that Commsec is not managing the 
portfolio after the sale. After buying the portfoli o the investor is on their own," Investment Trends 
director Mark Johnston says. 

Margin lending
MATT Comyn, Commsec general manager, says online margin lending is a big growth area in the online 
broking space -- with business up 30 per cent from this channel in recent years. 

"It's the convenience -- it is easier to do it all in the one place," he says. "A lot of people have been doing 
well trading shares online and are comfortable about taking on leverage to maximise their gains." 

Rival E-Trade, backed by the ANZ Bank, offers margin loans on 500 companies -- more than the usual 
top 100. 

A comprehensive list of online brokers appears on internet site infochoice.com.au, which compares all the
players and is for casual and professional users. 

There are 18 providers but a string of takeovers leaves big-bank pioneer Commsec dominant. That 
provider claims 1.4 million accounts while Nielsen Australia's survey gives it 39 per cent of the market. 

E*Trade has 19 per cent (after swallowing HSBC and St George's operation). 

The third big player is InvestorWeb Limited (IWL), which provides back-office broking services for 
Westpac (10 per cent of the online broking market) and National Australia Bank (6 per cent), plus 
Suncorp, BankWest and others. Otto Buttula, IWL chi ef executive, says the internet split the stockbroking
business into trading and research arms, rapidly turned these into commodities and then drove down 
prices.

"Online brokers are now looking at widening their o ffering to include general financial services." 

Research
THIS year, Commsec plans to increase the quality and quantity of stock research available on its website. 
Research is a battleground between brokers because investors' appetites for stock buying and selling tips 
are insatiable. 

So, can online broker research help self-directed investors get a second opinion when for instance, a 
television personality tips dog stocks such as AWB, Multiplex and Australian Pharmaceutical industries  as
set to improve in 2007? 

Testing this strategy via AWB stock research on Commsec's site ($29.95 for a $10,000 share trade) 
provides a consensus snapshot: two analysts have rated AWB as a strong buy, and another two as a 
neutral hold over the past three months, the site says. Commsec's forecast is for the stock to be down 16 
per cent by October, but to surge 62 per cent next year. 

E*Trade's site ($32.95 a trade) has a similar range of opinions, although with a different conclusion -- 
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avoid -- with a brokers' consensus of five hold and one strong sell. Westpac has similar research from 
Aspect Huntley recommending avoid -- or a stock suitable only for risk-tolerant investors. 

NAB ($29.95) draws on Aegis Equities research and has a forecast price target of $3.53 for AWB. A graph 
shows five brokers say hold to one sell. It has an interesting best ideas section that suggests selling Qantas 
now -- 10 per cent below the offer price. "Given our discomfort with hurdles facing the deal and the 
potential length of time before closure of any tran saction, we would rather sell QAN now for an up-to-10 
per cent discount to the offer price and redeploy the funds into more attractive opportunities," it sa ys. 

JBWere OnCall ($75-$100 a trade) suits online traders who want to talk to an adviser about a stock's 
prospects (although its analysts don't research AWB), get investment ideas and up-to-date takes on the 
market on the internet site. 

"We are more expensive than pure online brokers, but we are the most affordable of brokers who provide 
investment advisers you can talk to -- and clients like that," says Kate Galvin, manager of JBWere OnCall. 

Macquarie DirecTrade ($39.95 a trade) also competes in this space with a $80 trading fee if investors want
to talk to a broker about some of its well-regarded research. On AWB it has a neutral recommendation 
and has reduced the stock's valuation by 28 per cent to $2.46. Macquarie tips that AWB will slip to $1 .74 
should AWB lose its single-desk marketing monopoly this year. 

Macquarie is pitched at frequent traders and more serious investors (five trades a month), but is looking 
to widen its reach over the next few months. Investors get a daily and weekly Inner Circle bulletin on 
market action.

Copyright 2008 News Limited. All times AEDT (GMT +1 1).
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News

Compliance the main SMSF hurdle for accountants
Darin Tyson-Chan

The latest study compiled by AMP Capital Investors  and Investment Trends regarding self-managed super annuation funds (SMSFs) has revealed the 
burden of compliance and keeping abreast of the leg islative changes are the biggest impediments for ac countants in servicing this segment of the 
superannuation market.

The SMSF Accountant Report produced jointly by both  parties saw 21 per cent of participants cite 
keeping up to date with legislative changes as the biggest challenge in servicing the SMSF market, 
with a further 15 per cent believing that complianc e obligations were a major stumbling block.

While accountants felt these two factors were a hin drance, no feedback was received regarding a 
reluctance to service the market because of these i ssues.

“We didn’t find a lot of accountants saying we’re l ooking to get out of this market. There is some
significant room for growth in outsourcing particul ar aspects of it that is either the investment advi ce
piece, and we find a lot of firms have already esta blished referral relationships with one or more
planners, or outsourcing the admin/compliance burde n,” Investment Trends director Mark Johnston
said.

The concern accountants had over compliance and leg islative issues were consistent with the 
sentiment of investors and financial planners, two other key SMSF groups AMP and Investment 
Trends had surveyed earlier. In these two studies, 32 per cent of investors named the same issue as 
the most difficult to deal with, while 16 per cent of planners responded in the same fashion.

The accountants in the latest survey also revealed they thought the SMSF market would continue to 
grow at a rate of around 18 per cent over the next three years.

“This is relatively conservative when you consider growth in the value of assets that are already ther e plus new inflows. It’s also pretty much on par
with the last APRA (Australian Prudential Regulatio n Authority) stats that said the annual growth rate  for SMSFs was 19 per cent,” Johnston explained.

Accountants also thought that SMSF members wanting control over their own investments was the main dri ver for the majority of enquiries received on 
the subject, with the choice of fund regime a less significant factor.

The study was conducted by Investment Trends over t he course of last year with 490 participating accou ntants.

6 March 2007
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CBA in Avanteos sales talks
Suitors court CBA platform
Stephen Blaxhall

Tue 06 Mar 2007

Commonwealth Bank of Australia (CBA) is negotiating with a number of parties interested in buying its Avanteos
wholesale wrap platform.

The bank had decided it was in the best interest of the business to concentrate on the larger Colonial First
State-run FirstChoice platform, following a strategic review of the group's platform businesses, Colonial First 
State chief executive officer Brian Bissaker said.

"There have been a number of parties that have approached us so we are in discussions with them," Bissaker 
said.

"It is one of a number of options and if terms were favourable on both sides, then that may be a course of action." 

He would not comment on the other options.

FirstChoice and Avanteos platforms work on different architecture, business models and corporate structures; 
with one based in Melbourne and the other in Sydney.

"The platform industry has developed over the last four or five years while we've had these platforms running side 
by side. It just seems now the right thing to do going forward," Bissaker said.

"The question for us was do you allocate capital across two platforms or just one? We think it's right to allocate it 
to one rather than two." 

The move comes as the group confirmed Goldman Sachs JBWere was withdrawing $5 billion in funds under
administration from the Avanteos platform.

"This wasn't the trigger for the decision, it was part of the decision-making process, but wasn't a major point," 
Bissaker said.

Avanteos came out on top of the third annual Platform Report by Investment Trends in December, six points or 
more than 10 per cent ahead of its closest competitor as the best overall full-function platform solution for 
advisers.

Avanteos currently administers $11 billion in funds on behalf of nine wholesale customers through 10 branded 
platforms. Based in Melbourne, Avanteos has been developing solutions for the wrap platform market since 
1994.

This story appeared on InvestorDaily.com.au ©2006 InvestorDaily
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Gearing up for Debt
Stephen Blaxhall

Mon 26 Mar 2007

The latest Reserve Bank of Australia (RBA) statement on monetary policy reported that margin lending for the 
purchase of shares and managed funds soared by 41 per cent to $28 billion in 2006.

Investment Trends director Mark Johnston has pronounced 2006 a watershed year for financial planners, with the 
use of margin lending and gearing growing broadly. 

"Clients are more across the options available to them and planners have taken more of a role in educating 
clients to the benefits of gearing," Johnston says.

"When we looked at barriers and limitations to using margin lending, it's interesting that some of the traditional 
barriers, such as potential risks in the market falling or margin calls themselves, have gone away the longer the 
bull market has continued."

In Investment Trends' margin lending planner report in late 2005, 39 per cent of planners said clients' main reason 
for not wanting to use margin lending was because it was too risky, with that figure dropping to 28 per cent by 
December 2006.

"To reinforce that point, in late 2005 we had 24 per cent of planners saying that margin lending is too risky for our 
clients, yet that dropped to 10 per cent in 2006," Johnston says.

In the 2006 report, the two main barriers were a belief that margin lending interest rates were higher than those of 
a traditional line of credit for borrowing against property (43 per cent of respondents to a survey) and clients' lack 
of understanding (36 per cent).

"There used to be a view that margin lending was really risky for the adviser . in the 2005 survey 45 per cent said 
this was the case. That is now down to 4 per cent and I think that is now because it is now easier and cheaper to 
get public indemnity insurance on margin lending," Johnston says.

According to the RBA report, indicators of the riskiness of borrowers' margin loan positions, such as the average 
gearing level and the proportion of available credit limits used, picked up slightly in 2006 but remain low by 
historical standards.

ANZ head of margin lending John Daley says the industry continues to battle against a common perception of the 
level of margin calls.

"We are frankly battling against a press that doesn't understand the issues. I think the press make too much of it. 
That said, given they are not understood by many I think it is something as an industry that we have an obligation 
to explain," Daley says.

"The first thing we've done is talk very publicly to anyone who will listen about the importance of diversification in a 
portfolio and the way you don't have to use every dollar of leverage that you are allowed to use." 

While many portfolios allow investors to be leveraged to 70 per cent, Daley says the smart investor will only be 
leveraged to 50 per cent because that way it is very unlikely they will be forced to sell on the dips.

"Unless there is a 33 per cent market fall, and that is one hell of a fall, you won't get a margin call, providing you 
have a diversified portfolio. If it isn't diversified and the stock your holding does an Enron and falls out of bed, then 
you have a problem. Margin calls should be seen as a stoploss mechanism," he says.
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In September 2001, the average number of margin calls per day per 1000 clients was a little over eight, while the 
latest numbers released in December show that figure to be 0.25. In the same time, the total margin lending book 
has risen to $28 billion from $8.7 billion. 

According to St George head of margin lending Andrew Black, further market corrections, like the ones we have 
seen in the last few weeks, could actually be of benefit to the margin lending sector.

"A couple of per cent in the day are not big changes and it could wake some people up and drive some of the 
day traders back to getting advice," Black says.

"It's not that they should be there, it's that they need to be diversified and not so aggressive." 

Daley says things should be kept in perspective, with less than 1 per cent of the population still using some form 
of margin lending solution.

"I think there is no doubt we are starting to see a take off of the mainstream product. That said, it's worth 
remembering there are still only 170,000 margin lending accounts and given that a significant number of investors 
have multiple accounts that means that there are probably something like 120,000 investors," he says.

"I think this industry will increasingly develop as a retail product. We don't think twice that there are a fact there are 
a vast number of Australians who are often 80 or 90 per cent leveraged against investment property and that's 
become a mainstream product."

There are around 20 margin lenders available currently after a number of consolidations in the past couple of 
years. These include HSBC, Challenger, Deutsche and JBWere selling their loan books to competitors, while 
Bank of Queensland took another approach and outsourced its margin lending to Macquarie Bank. 

Black puts the down to the burden of infrastructure costs as a major problem facing new entrants to the market. 

"In reality, when you start a business you need to get $400-500 million lent out before you can break even on your 
investment. It's not surprising therefore there has been a consolidation in the space over time as a result," he 
says.

Macquarie Investment Lending head of sales and marketing Peter van der Westhuyzen says the lack of choice in 
the marketplace means many mainstream institutions only offer vanilla products and therefore have to 
differentiate themselves with planners through other means.

"The thing that we are finding is that to differentiate yourself, product innovation is one angle, but margin lending 
is a very IT, cost and people-intensive industry. If you want to keep differentiating yourself you have to keep 
reinvesting in the product in not insignificant levels and that's a way of staying ahead of the pack," van der 
Westhuyzen says.

For Macquarie that meant spending a significant amount of money on its website to provide a front-end solution 
where advisers receive, among other things, real-time pricing and where transactions are updated every two 
hours.

"That takes a ton of money and people resources and smaller business which do not have large loan books are 
not going to have the ability to reinvest into their business to the levels required to differentiate themselves ... it's a 
business that requires scale," van der Westhuyzen says.

According to Lift Capital managing director Jammal Bassem, size isn't everything and independent players like it 
can carve a niche for themselves.

"The main reason it was necessary was that we could offer different features to the margin lending arena that the 
bigger banks wouldn't," Bassem says. 

"Margin lending has become very much a commoditised product. It's not difficult to provide lending on the ASX 
200, or to the top-tier managed funds, but we wanted to look at individual tailored solutions. 

"We decided to work closely with independent financial planners and stockbroking firms who have been 
increasingly concerned about doing business with the larger margin lenders, because those lenders are all 
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owned by banks and those banks are providing wealth management services to and through their own channels 
and the independents want to work with someone that is not encroaching on their space."

He acknowledges that there may be questions concerning risk, but says that in the end it comes down to the 
credentials of those running the business.

"Our people have extensive experience of working in this space. I've been in this business many years and have 
seen a number of stock market corrections. Also, many of our clients are very, very conservatively geared, so 
despite the recent volatility we have had very few margin calls," he says.

He says while the major banks have reported some rises in margin calls, albeit comparatively small, Link's have 
not increased. This is at least in part down to the lower level of gearing for Link's clients.

"It would take a substantial drop in the market for our clients to go into margin call," Bassem says.

This story appeared on InvestorDaily.com.au ©2006 InvestorDaily


