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What is a Managed Account?

Professional, discretfionary money management on @
client’s behalf



Questions your practice should consider

Where do you add value®¢

Are you a specialist money manager?

What is your investment philosophy?¢

Which roles will you play? Which roles will you outsource?
Which platform will you use<¢

How will you communicate changes with clients and
advisers?



Roles in Managed Accounts

Platform Operator and Custodian
Responsible Entity

Investment Committee

Asset Consultants

Research Providers
Administrators



Why did we move to Managed Accounise

LAG FROM OVERBURDENED INCONSISTENT CLIENT ENGAGEMENT
INVESTMENT DECISION ADMINISTRATORS PORTFOLIOS
TO IMPLEMENTATION



Managed Accounts Benetfits for Clients

PROACTIVE
PORTFOLIO
MANAGEMENT

REGULAR
REBALANCING

PROFESSIONAL
MONEY
MANAGEMENT

TAX
OPTIMISATION

EQUITABLE
TREATMENT OF
CLIENTS

BETTER AND MORE
TRANSPARENT
REPORTING




Managed Accounts Benefits for Advisers

LESS TIME MANUALLY MORE TIME TO BUILD OUTSOURCE INVESTMENT
ADJUSTING PORTFOLIOS DEEPER RELATIONSHIPS DECISIONS TO PROFESSIONAL
WITH CLIENTS TEAM



Managed Accounts Benetfits for Practices

ADVISERS FOCUS ON LOWER BURDEN ON OPPORTUNITIES TO LOWER RISK OF
THEIR STRENGTHS ADMINISTRATORS AND NEGOTIATE LOWER COMPLIANCE
PARAPLANNERS FUND MANAGER FEES VIOLATIONS



Downsides to establishing a Managed Account

Time intensive and expensive to establish

Costs of a well-resourced investment committee

Extensive communication is required

Increased scrutiny on investment process from responsible entities, regulators, clients

Increased compliance burden



Why
Stanford
Brown's
Managed
Account

Multi Asset
Class
Winner

2018 IMAP MANAGED
ACCOUNT AWARDS

PROACTIVE COMPREHENSIVE DYNAMIC
PORTFOLIO INVESTMENT ASSET
MANAGEMENT PHILOSOPHY ALLOCATION

RIGOROUS FUND QUARTERLY INDEPENDENT
SELECTION REBALANCING LICENSE
PROCESS



Stanford Brown's Investment Philosophy

Fewer, Shorter, Shallower Setbacks

Risk management is the top priority

All asset classes undergo periods of underperformance

Process driven by data-driven research, rather than impulse or unquestioning
adherence to financial theory

Focus on protecting, preserving and growing capital



How we approach investing

90% of
3. GROW investing is

- Carefull
. Quo(ljifri value about RISK

2. PRESERVE - real value - understanding

» Maintain real spending R Uncovering
power

= |nflation hedges « controlling

* measuring

[ ]
Fraud, theft Excessive leverage managing
Mismanagement Counter-party failure . reducing
Panic buying in Excessive structuring
booms Complexity, opagqueness » avoiding
Panic selling in busts Fees, costs, taxes
Herd mentality, fads ° Iimiﬁng

1. PROTECT - against permanent loss



Four ways we aim to add value

2. Dynamic Asset Allocation
Conservative =\ 25— shifts between asset classes -

Debt to reduce downside +
increase returns

Australian

Shares
3. Superior fund/security
1. Lower Cost + |Owel' iax - Via selecﬁon w,’fh,’n assef

use of low cost Index funds classes - to increase

where / when active \ - returns net of

management adds little value management fees

Alternative * ‘ ‘ Active
Defensive Active

4. Quarterly adjustment
& rebalancing - to
reduce costs + increase
Infra- ?Pmp asset allocation

]

Alternative SR effectiveness

Growth
Property &

Infrastructure



Dynamic Asset Allocation

Broad asset allocation
ranges allow for meaningful
shifts

Primarily used to
underweight overpriced
asset classes

Most useful at market
extremes

Model Portfolios:
Growth/Defensive:

% Growth:

Australian
Shares

Global Shares

Property

Infrastructure

Alternative
Growth

Aust Inv
Grade Debt

Global Inv
Grade Debt

Alternative
Defensive

Cash & TDs

Balanced
65.35

Weight
|~ range

\“Neutral”

weight

OIS
BRI

Versus...

Typical
Balanced fund




Fewer, Shorter, Shallower

Returns by Sector - October 2018
E.g. October 2018 — Portfolios hardly felt a bump 20% 0% +20%
AUST SHARES - broad -6.5% Aust
Nt ah - e can 725 Shares
Aust sh - small cap -9 6%
GLOBAI SHARES 50% Hgd -6.1%
. ore o Global sh - Devel Mkts Hgd -6.5%
Porifolio Positioning e A Slobal
Global listed infra Un-Hgd 0.0%
. . B R & INEA 2.5%
PR -2.59
Underweight Australian and global shares i Prop &
 G-REITs Hgd -1.8% Infra
unlisted Aust prop 4%
L hedging rat il o
ow currency hedging ratio CROWTH ALY :
Aust Fixed rate I 0.5% Aust
: H Aust Fl - Inv Grade Credit 1 gg:/A fixed
Underweight Australian and global bonds PR | 0% rate
Aust Fl - high vield 0.0%
IAuifc roaIting raée 0.1% Floating
. . Aust F ing- Inv grade .
Overweight floating rate debt | Aust Foating- HY, Fybrids 0.4% 4 " rate
GLOBALFI -0.2%
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Overweight USD and gold ETFs Global 1 e, vield L% rate
DEFENSIVEALT . Other
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o — YT
oo o Luna
'Balanced' -2.2% model
'Growth' -2.7% portfolios
'High Growth' -3.6%




Cumulative =44 bp

T

2
1
0
a
1
0
o

8T07-1O-T¢
8107-d3s-0¢
8T0z-any-T¢
8T07-Inr-1€

+94

8T0T-UN[-0€
8T0Z-AeN-TE
8107-1dy-0¢
8107-1dy-€1
8TOZ-1BN-T€
8107-434-87
8TOT-UBL-TE
£T07-93Q-T€
LTOT-AON-0E

LTOT-PO-T¢
£107-d35-0¢
LT0T-8nY-T¢
LT0TIN-TE
LT0T-UN[-0€
LTOT-ReN-TE
L107-1dy-0¢
LTOT-1BN-TE
L107-924-87
LTOT-UB-TE
9702-23Q-T€

Value added / detracted by DAA at Asset Class and Sector levels - by period

0
2
O
@)
C
%)
O
O
L
%)
0
3
)
Ll

120
100
80
60
40
20
0
-20
40
60
80
-100




Managed Account Returns

—Lunar Balanced (65/35) = 6.2% pa Sources of Returns (Annualised)
—Vanguard Bal / Grth Blend = 5.9% pa +8%
120
BT Mod /Bal Blend (65/35) = 5.6% pa +6.2%
——M'Star 'Growth Class A' (70/30) = 5.0% pa +6% o +0.6%
115 —— +0.2% Value added by Dynamic
Asset Allocation
110 +4% H Value added by fund selection
105 — +5.4% Passive Neutral Portfolio
+2%
100
## Returns to October 2018 +0%
95 Lunar Balanced (65/35)
w ™~ M~ ~ ™~ (= ¢] [=4] (=] (=]
by b S b by S S by S
o o o o o o o o o
D = 5 o o} = 5 ) o
o s 3 ] o s 3 & a

Returns as at 31 Oct 2018. Inception31Dec2016




Multiple Managed Account Offerings

"Full
y ‘ETF only’
active .
. portfolios
portfolios
Minimum investment: S50k $20k
Quarterly rebalancing + asset v v
allocation review/adjustment
Wide asset allocation ranges v v
Asset class level Dynamic
Asset Allocation: v v
Passive funds / ETFs: v v
Sector level Dynamic Asset
Allocation: v v
Active funds: \/
Typical number of holdings: 15-25 8-15
Costs: Low Very Low




Lunar Group Investment Committee

o
P

Ashley Owen, Jonathan Hoyle -  Vincent O'Neill-  Hamish Harvey, Dr Don Stammer,
CFA - Chief CEO Director of CFP - Senior PhD — External
Investment Private Wealth Financial Adviser  Adviser

Officer



Lunar Group Client Communications

(sanForo BROWN) Stanford Brown TW3 -

Financial Advisers

(STAN FORD BROWN

Financial Advisers

Property, Pendulums and
Pumpkins

Posted on November 2 2018

Stanford Brown Monthly Top 5

NOVEMBER 2018

Quarterly Review of Investment Markets
and Portfolio Settings

Market Wrap  Global markets rebounded strongly this

week, as opportunistic buyers and indications of progress
in the US-China trade war boosted investor sentiment.
Reports of strong jobs and wage growth in America
coincided with better than expectsd corporats sarnings,

which settled investor nerves. The rebound continued

B Bk s e Pl overnight after Trump tweeted that trade discussions
Portfolio Settings For: December Quarter 2018 vﬂth -
Quarterly Review — Monthly Top 5 - TW3 -
Comprehensive review of In-depth analysis of Weekly publication
markets, performance pertinent investing issues covering current affairs

and positioning



Contact Us

For more information, please contact Phil Anderson,
Business Development Manager, on 0408 123 155 or
p.anderson@stanfordbrown.com.au



