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CommSec Adviser Services is a brand of Commonwealth Bank of Australia (CBA) ABN 48 123 123 124 AFSL and Australian credit
licence 234945. Share trading, Investment Advisory, Portfolio Administration and Reporting are services provided by Australian
Investment Exchange Ltd (Ausiex) ABN 71 076 515 930 AFSL No. 241400, a Participant of the ASX Group and Chi—X Australia.
Lending products under the CommSec Adviser Services brand (including CALIA+) are provided by CBA. Investment Loans are
administered by its wholly owned but non—guaranteed subsidiary Commonwealth Securities Limited (CommSec) ABN 60 067 254 399
AFSL 238814, a participant of the ASX Group and Chi-X Australia. Accelerator Cash Account and Term Deposit are products of CBA
and are administered by Ausiex under the CommSec Adviser Services brand Ausiex is a wholly owned but non—guaranteed subsidiary
of CPA.

This presentation has been prepared without taking account of the objectives, financial situation or needs of any particular
individual. For this reason, any individual should, before acting on the Information in this presentation, consider the
appropriateness of the information, having regard to the individual s objectives, financial situation and needs and, if
necessary, seek professional advice. Information on taxation Is based on the continuation of current laws and their
Interpretation. No warranty or guarantee 1s given by CBA or Its subsidiaries for the repayment of capital invested.

We believe that the information herein Is correct and that any opinions, conclusions or recommendations contained in this
presentation are reasonably held or made as at the time of its compilation but we make no warranty as to the accuracy,
reliability or completeness of that information. Except to the extent that liability cannot be excluded by law no liability for
any loss or damage which may be suffered by any person, directly or indirectly, through relying upon any information or
statement In this presentation 1s accepted by CBA or any of its directors, employees or agents, whether that loss or damage Is
caused by any fault or negligence on their part or otherwise.

This Iinformation Is for the use of CBA employees, Its agents and planners who use CommSec Adviser Services products and
services and is not to be distributed or made available to members of the public.

Loan applications are subject to credit approval. Fees and charges apply. Full terms and conditions are available on
application. Investment expenses such as brokerage and administration charges may not have been considered when providing

examples In this presentation.
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Industry Trends — Issues Adviser Facing

» FOFA & Fee for Service

» Lower Fees & Investment Transparency

» SMSFs

Industry Trends
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Investment Trends Results

> By the year 2017, for every $1 invested in managed funds, $0.71 is
expected to be invested into equities

» 76% of advisers are either investing, or planning to invest, in
direct equities

Source: Investment Trends Pty Ltd. March 2014 Planner Direct Equities & SMA Report
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Investment Trends Results

Reasons for investing in Direct Equities

» Dividends

» Franking Credits

» Cost Effective

» Client Demand

Source: Investment Trends Pty Ltd. March 2014 Planner Direct Equities & SMA Report comn SeC /
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Investment Trends Results

Hurdles to Direct Equities

» Compliance Risk — #l1

» Too much work — #2

» Prefer to access asset class through professional fund managers

Source: Investment Trends Pty Ltd. March 2014 Planner Direct Equities & SMA Report
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What to do?

» Discretionary solution is most efficient

» Easy
» Professional
» Outsource solution to concentrate on client engagement

» But does it apply for all cases?
» Cost @
B)
=

» Client control /
> Smaller portfolios §
|
T4 >
A
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Dynamic Model Portfolios

» What is a Dynamic Model Portfolio?
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Dynamic Model Portfolios

» Insourcing this type of expertise can change an advisers Value Proposition.
» Low Cost

» Efficient

» Ongoing Service Proposition

» Built for Advisers — SOA inserts, turnover cap, etc.

» Allows Flexibility — combine with bespoke portfolio service & other CAS
solutions

» CBA Accelerator Cash Account
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Dynamic Model Methodology

Proven Portfolio Methodology
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Top down & bottom up

Depth of research

Balance sheet

Ratio’ s

Balanced and dynamic weightings

Diversification of earnings
Investment Committee participation
Long term investment horizon

Appropriate turnover

Appropriate risk profiles

Investment Advisory
Income Model Portfolio ConmSec
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Partfalia Methadalom;

The partfalia selected iscanstructed by adapting an edensive quantitative and qualitative appraze h. The individual partfalio campanents are selected based an quantitative
financial madelling and research fram Marningstar caupled with <Commbec Adviser Services™ proprietary qualitative averlay. The partfalia canstructed takesinta accaunt varying
macra and micra ecanamic canditians as well as underlying ecanamic sectar perfarmance artrends

When anahsing individual businesses far possible incluzian in the <Incame Partfalia> the research team facus an hygienic balance sheets, strang <ash flaws, management
eiperiance and histary, diversification af business aperatians, the averall campetitive landscape, as well as strang prajected sarnings grawth and/or stability. Ta 2chieve same of
these fundaments| requirements far inelusian, a number af standard financial rmtias are used ta measure & campany's averall suitability. These ratias ar measures include, hut are
nat limited ta; Debt ta Equity (0/E), Interest Cawer (IC}, Net Dividend Yiekd ar Frnking, Price ta Earnings (PE) and Earnings per Share (EPS).

#sasuide, all companies selected must have a debt ta equity ratia af less than 50%, and a minimum interest caver of 2.5 imes. Any company with debt ta equity between 50%
and B0% must have an interest <aver af appraximately 5 times, ar any campany with debt ta equity between 50% and 70% must have an interest caver of appratimately 10 fimes.
Campanies with 2 debt to equity ratia greater than 70%and less than appraximately 10 fimes intarest caver are ganerlly micluded fram partfalia selectian - hawever weda
reserva the right ta include campanies autsida af these O/E & Cbenchmarks, if campanies etzeed ather agraed henchmarks an 2 camparative, ar ralative basis.

Bakinze sheet and cash flaw rabios are employed as messuresta reduce the averall risk of sharehalder wezlth being diluted, dueta amy campany held within the partfalia
edperiencing financial difficulties, ar facing the passibility of default

A number af erucial diversification techniques have bean emplayed in the canstrucion af the <incame Madel. Thess induda limiting individual sectar etpasure tana marethan
50% of the tatal partfalia, ar three timesthe S&PFASK200 indetweight, We alsa loak ta limit the individus| weighting of any ane campany within the partfaliata a range af 5% ta

15%. We always seek ta have mpasure ta at leadt 4 majar ecanomic sectars, and at [east & underlying Momingstar defined industry subsectars,

Campanies with 2 single product facus are generally excluded fram the stack universe we draw fram sue ta insufficient diversification, Diversifieatian within 2 company's eamings i
required to saften the impact of patential campetitian andfar 2 dawnturn in their partizular sectar,

Due ta evisting business arrangements and 2 perceived canflict of interest, we da nat recammend ar include any listed entities of the CBA Graup (Commanweslth Bank of
Australia)

Once again, where stacks selected da nat adhere o these specific requirements, a £lear eiplanatian will detail the hasis by whichthis requirement has bean breached.

The partfalia is designed farinvestarswith a minimum investment time harizan af 3 years. The partfalia doss not take inta accaunt an investar's persanal ta pasitian ar any
capital acequnt implicatiars,
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Dynamic Model Report

Y V

White Labelled
Three portfolios — Income,
Balanced, Growth, with more to come

Clearly articulated purpose and
parameters

Performance tracking of the Model
Portfolios (various types)

Historical and forward looking data

SOA template wording and research

Investment Advisory
Incom e Model Pertfolie

June 2013
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Calendar Year Returns
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Source: hemingstar Direct
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Summary

» Industry Change Driving Push for Alternatives & Solutions

» Adviser’ s Need to Re—evaluate Their Service Proposition
» Adviser’ s Need to Manage Changes Efficiently
» Have Flexibility in Your Business

» Insource Support from an Industry Leader
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Questions




