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INTERIM REPORT.
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+ Released on
28 September 2018.

+ No recommendations, only
observations and findings.

+ Hundreds of submissions.

+ Final report due
1 February 2019.




MANAGED ACCOUNTS.
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Managed accounts offer advantages to both
clients and adyvisers.

Not immune from the effects of the Royal
Commission’s recommendations.

Challenges:
In-house conflicts; and

Ongoing service fees.




o
o

CONFLICTS OF INTEREST.

Understanding the conflict in recommending an in-
house product/service.

Structural separation?

Much closer scrutiny of in-house recommendations.

“"How far should there be separation between
providing financial advice and the manufacture or
sale of financial products?”




STRUCTURAL SEPARATION?



TS THE LAW

R9-8P

+ Best interests duty (s961B):
+ Do your product research.

+ Link The advice back to the client’s needs and
objectives.

+ Provide appropriate advice (s961G).

+ Conflict priority rule (s?61J) — important for in-house
recommendations.
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ASIC REPORT 562

Big four banks plus AMP.

68% of client funds invested
IN-house products.

200 client files reviewed.

/5% of files were non-
compliant.



IF A TREE FALLS IN
THE WOODS




IN-HOUSE
RECOMMENDATION

Research the client’s existing product.

If the existing product is able to satisfy the client’'s needs and
objectives, it will be difficult to justify a recommendation to replace
it

Perform a like-for-like comparison between the existing product and
the in-house product.

Replacement product advice will generally be inappropriate if:
+ benefits of in-house product are lower; or
+ costs of in-house product are higher;

- Unless you provide clear justification, linked to client’s needs and
objectives.



GIMME ONE GOOD
REASON

“You want to receive ongoing advice from
me, and | don’t advise on your existing
product.”

“This product provides regular reporting,
online access, a range of investment options
efc...”

“This product allows me to monitor your
investments more easily.”

“This product allows your advice fees to be
deducted directly from your account.”




FEES FOR NO SERVICE.
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“Advisers often treated
ongoing service
arrangements as nothing
but trail commissions for
advice that had already
been given.”

Damning of the “Fees for no
service” scandals (ASIC
Report 499).




ONGOING SERVICE

“Ongoing service arrangements were often
very loosely-defined, but also defined in a way
that had little or no substantive content.”

Question of value for money.
Hayne critical of asset-based ongoing fees.
Ongoing fees to be charged directly?

“Should the adviser and the client have to
renegotiate an ongoing service arrangement
annually?”
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SIMON CARRODUS
T: 02 83563 6610
E: simonc@thefoldlegal.com.au
www.thefoldlegal.com.au
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Important information Ot

This presentation is owned by Mason Stevens Limited (ACN 141 447 207), (AFSL 351578). Any content provided in this
presentation is for the purpose of providing general information only. Investment in securities including derivatives involves
risk. Securities by nature have rises and falls, given that past performance is not a reliable indicator of future performance.
Mason Stevens is only providing general advice in this presentation. You should consider this information, along with all of your
other investments and strategies when assessing the appropriateness of the information to your individual circumstances. Mason
Stevens and its associates and their respective directors and other staff each declare that they may hold interests in securities
and/or earn brokerage, fees or other benefits from transactions arising as a result of information contained in this presentation.
Mason Stevens ensures that the information provided in this presentation is as accurate and complete as possible but does not
warrant its accuracy or reliability. Opinions and or information may change without notice and Mason Stevens is not obliged to
update you if the information changes. Mason Stevens and its associated companies, authorised representatives, agents and
employees exclude to the full extent by law, liability of whatever kind, including negligence, contract, fiduciary duties or otherwise,
to investors or anyone else in respect of any loss or damage, including indirect or consequential loss or damage, foreseeable or
not, arising from or in connection with this presentation. The relevancy of this presentation is designed to illustrate the range of
products and services that Mason Stevens offer, it may also provide potential investment outcomes for a particular investment
strategy. The presentation uses a broad number of simplifying assumptions to do this. As such the output of the presentation
should not be taken as an indication of any actual performance of any particular investment. Any investment return(s) and yield
assumptions used in the presentation do not represent a prediction or forecast of actual performance of any product or service
offered by Mason Stevens Limited.



Advice fees in the future O

We believe that a future-proof advice practice will charge for
services along the following lines:

« Annual retainer — flat fee amount that offers a defined set
of services for a client.

 Hourly rate — a defined charging rate for situational advice

over and above the services provided within the Annual
Retainer.

e |Investment advice fee — an investment advice fee

delivering a flexible yet scalable solution to clients. This can
be structured as basis points.



Scalable Investment solution O

STEVENS

The scalability aspects of a managed account solution are relatively well
known.

These include:

A range of risk profile or goals-based solutions for clients in a single service

Speed of implementation across all client portfolios when an investment
decision is made

Ability to substitute managers quickly and seamlessly

Ability to tailor individual client portfolios using scalable “building blocks”
derived from the managed account service

Adviser and client transparency of holdings

Ability to create blended portfolios using scalable managed accounts, in
combination with bespoke client portfolios



Corporate Structure { }24‘23?.2‘5

Responsible Entity

Mason Stevens Group Limited MDA Operator
Custodian

GLOBAL
ADMINISTRATION ASSET MANAGEMENT
SERVICE

Multi Asset Fixed Income Focus
Multi Currency 1 Fund

Managed Accounts Offer 2 SMAs

SMA/IMA Bespoke Tailored Portfolios

Circa A%$4.8 bn FUM A$950 m
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Unconstrained Investing

GLOBAL EQUITIES

SR hhpbiﬁiﬁ:ﬂ
@ Google

GLOBAL DERIVATIVES
& COMMODITIES

MARGIN LENDING

Wholesale Margin
Lending

Your clients
wealth

One Account

MANAGED ACCOUNTS
& MANAGED FUNDS

4 MASON
STEVENS

FOREIGN EXCHANGE

£ $
¥ €

TD HUB

& Rabobank m

WiFestpac @

FIXED INCOME

Corporate Bonds,
RMBS, Sovereign



Unconstrained Investing: O

some live examples

« Reporting at the consolidated “household” level, with an
ability to drill down into separate portfolios and look at
performance against relevant benchmarks

Tax optimisation across all holdings at an entity basis

Client able to segregate assets for example just USD assets
In a portfolio, keep the account domiciled in USD, and never
expose it to AUD

Client may want to isolate reporting on specific non custodial
assets, or potential Private Equity investments with ongoing
cash calls




Global Market Access ( }f&‘éﬁi’ﬁs

Global reach

4 ) 4 ) 4 )
* The only technology B JPMorgan & U - Buy, sell, roll or switch

solution backed by Bgrrilikynch direct assets in real
execution from over 50 @ time
dealing and broking JBWere ' 3% UBS
partners across the ORD MINNETT * |IPOs, ECMs, DCM
globe /

\_ J \_ _— \_ J

Value creation
for your practice

Live execution
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MASON
STEVENS

Dashboard Q Quick search

STEVENS

Full search

Advisor Home Welcome back, Adam Practice: Adviser:
Dashboard Superfirm Al

Transactions

Workinprogress Dashboard Insights Watchlist

Manage Widgets

ateactions
. Adviser FUM summary Market movements Topsaccountsof 437

Reports

By lowest cash percentage See all accounts

$13,926,273.35 Last 12 manths
Account Market indices Currentvalue Movement Account name Cash

Allordin; $1,0093.03 1% -0 Christopher McDonald $1,0093.03
Literature library 303 p 93.03

SB&P[ASX 100 : 6 Michael Gordon $1364.45
Business management
SEP/ASK 20 $1.467.36 .22% PeterMalcy 1,46736
Admin
$1,783.08 . Damnian Millin

Model portfolios i,
58P [ASX 200 Resources $2,98217 ] Jeremy Graham

Q-QuarterQTD=Quarter To Dat values are delayed by at least 20 minutes. Values3 Note: Cashinmodel portfolics is part of benchmark weighting
Onlyactive client accounts are d ndicative anly ot available for

Openactions Upcoming payments Client activity
By recently activated accounts
Actions () Infarmation (5+)
Account name Paydate  Paymentamount Account name Date
Description Account

Michael Gordon $300.00 Christopher McDonald 285eptember 2018
Adhoc Alert Christopher McDonald




Contact ( ) sTeveNs

Thomas Bignill — Managing Director
02) 8270 0201

tom.bignill@masonstevens.com.au




