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Disclaimer

This material has been prepared for general information purposes only and not as specific advice to any particular person. Any advice
contained in this material is General Advice and does not take into account any person’s individual investment objectives, financial situation
or needs. Before making an investment decision based on this advice you should consider whether it is appropriate to your particular
circumstances, alternatively seek professional advice. Where the General Advice relates to the acquisition or possible acquisition of a financial
product, you should obtain a Product Disclosure Statement (“PDS”) relating to the product and consider the PDS before making any decision
about whether to acquire the product. You will find further details of the service we provide and any cost to you within the Financial Services
Guide. Any references to past investment performance are not an indication of future investment returns. Prepared by EP Financial Services
Pty Ltd ABN 52 130 772 495 AFSL 325 252 (“Elston”). Although every effort has been made to verify the accuracy of the information contained
in this material, Elston, its officers, representatives, employees and agents disclaim all liability (except for any liability which by law cannot be
excluded), for any error, inaccuracy in, or omission from the information contained in this material or any loss or damage suffered by any
person directly or indirectly through relying on this information
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The journey to managed accounts.... ELSTO

Customised Financial Solutions

Managed
accounts

I |

Managed accounts
on Wrap

Master Trusts

e
Wrap platforms
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www.elston.com.au EP Financial Services Pty Ltd, ABN 52 130 772 495, AFSL No. 325 252




Acronym overload! E LS TQN

MDA- Managed Discretionary Account
license used to run a discretionary
investment portfolio

- i i M
SMA- Separately Managed Account structure IMA Ind|V|dua'IIy Managed Account:
. structure run via a MDA or POA,
run via a MIS on platform . o .
tailored to individual client

UMA/GMA- global view of a
portfolio including
debt/investments/tax
management

SMA, MDA, IMA,
UMA/GMA
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The origin of managed accounts

SEARS L

Managed Fund

Buys $100,000 worth of units
in XYZ Share Trust

Client Account

Investment
Manager

Unit Trust
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Management

Managed Account

Invests $100,000 in XYZ
Managed Account

Benefits

Beneficial
ownership
Control

Client Account

Transparency

Cost

Tax Efficiency

Customisation




Managed funds vs managed accounts

ELSTON

Individual portfolio construction
Customisable

Direct legal and beneficial ownership
Are individual trades possible?
Individual tax management

Trade execution

Corporate actions managed
Manager contact

Integrate/segregate existing holdings

www.elston.com.au EP Financial Services Pty Ltd, ABN 52 130 772 495, AFSL No. 325 252

=
>

®

Limited

®

®R®®®
'@ £ @
SICICICIC

Partial
N/A At market Managed
By fund By model Individually
@ Limited
@ Limited



What'’s driving the growth of managed accounts

today?

ELSTON

nised Financial S

Platform and investment

Equation)

costs (Total Cost to Client

l

ol

Scale issues
(Investments)

XK

Compliance risks
with outlying assets

FDS/Opt-In

2

Investment
communication

More time needed to
service growing
client base

o

Swift portfolio
implementation




Benefits of managed accounts

Cost savings through better execution
and reduced costs ®

55

Transparency of portfolio and
underlying assets

i)

é

Professional investment . Scale benefits for practices- less
management and 50 ﬁl admin, more revenue generating
implementation Qo1 work
. . Licensee confidence e
Tax efficiency through certain — 4 . ol
o = reduced risk of outlying
assets, portfolio drift
N i 7/
Broad range of solutions- risk based, 3 O

AV
=<3
N

N

goals based, absolute return, single
asset class and multisector.

GD Potential higher client engagement



ELSTON

Customised Financial Solutions

Managed accounts- the challenges

Transparency Tax efficiency
* Double edged sword- can cause short Not all managed account
termism behavior models are tax efficient eg
* Potential increased transaction managed fund SMAs still have
activity through rebalancing embedded CGT issue

Model execution Fees
* Platform functionality varies e Canintroduce new level of fees Needs
Underlying managed account to satisfy best interest duty.

model constituents can cause
issues with rebalancing eg small cap
holdings, thinly traded stocks
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Client communication is critical E LSTON

Transparency of managed accounts requires a greater
degree of client communication- yearly updates won’t

% suffice.

9

Efficiency gains can be quickly lost as clients view and
guestion investment decisions on a real time basis.

AQ
@)
%))

5

IH_“ Communications should reinforce the link between the
g investment activity and the models stated objective.

| Provided further touchpoints for advisers to engage
L,EJ with clients.
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Client communication

resources

About the Portfolic

tment Style

Investmant Strategy

Portfolio Objective

Benchmark

Investment Proceas.

Elston Balanced SMA Model Portfolio
March 2018

Z ELSTON

Performance

Snapahot of e manth

Growth of $1.000,000 since inception*

Top 10 Portfolic Holdings.

Elston Balanced SMA Model Portfolio

Z ELSTON

Growth Assets: Soctor Exposure

e

o s

Totat 1000

Growth Assets: Regional Exposure

Strategic & Tactical Allocations

Ausirclon Equifies
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Infermational Equites

SAA 5% 0% 3 0% 6%, 3
TAA 5% L3 7% % 25% o
Listed Propesty

SAA 3 o o 3 3 &
TAA W . 3 3 A ]
Fimed inferest

SAA 558 8% 0% % 3 o
TAA O I = T T 3
Cash

SAA 5% T 0% kxS 3% £
TAA T £ 3

3 E3 3
e @ QN ) P DD
L\
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In the dwersied models that Incude on aliocaticn to fiked Income, we reman ovarweight both Australian ond ntematond
equiies os we confinue fo see decent value on o relafive bosis despife steodly riung nferest rates. We hod however bean
sdowly moving to a more neutrl posion I recent months s equby markets moved higher. This & beng mplemented wo the
periodic rebalancing of holdings ooross portfolios. While this moy result In crystollsng some copifal gains for nvestors,
consstent with Elstor’s focus on affer-tax refums, s wil be manoged ocross the rest of the finondial vear with @ view fo
maxmising offer-tax refums.

Whie he losses experienced recenfly aooss global equiy markets are cerfanly unseffing, if should not be forgalten that
headng Info February global equiy markes were nolching up record highs. voltilty was of record lows and nvestor
santiment was very bucyont While | 15 near Impossible to defermine market drection in the very short ferm as chonges n
sentment con couse over-reoctions, of this stoge I does however not appear to be the stort of o sustained bear market
which are byplcally coused by recessions. The globdl economic expansion s Increasingly synchronized, finencal condans
reman accommodative and company EPS reviions are running of fhe highest and most pealive pace in over 20 years.

We do expect nfiohon wil pick-up os economic ooty conhnues to accslercfe, on environment historically consstent with
more muted but sl postive equiy market performance. Ful but not excessive valuotions should allow equites fo atsorb
higher yields.

Domesticaly the current reporting seasen s expacted fo provide some reassrance on company bokance sheefs, Hghlicht
the strengih of compony profits and focus alfenion on shl very aliractive dividend yilds and possible shore buybadks fram

wih high levels of cosh generchion
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Real time communications : E LSTON

. , ZELSTON
E ELSTON Coca-Cola Amatil Ltd
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the world's larger bottlers of The Coca-Cola Company ("TCCC”) range. As both - i iy S . 2

brand partner and brand owner, the company’s product range includes E \ — bl
carbonated soft drinks, spring water, sports and energy drinks, fruit juices, = " w2 on am W
iced tea, flavoured milk, coffee, tea, beer, cider, spirits and SPC packaged - H .-);':,\ ‘i i: ‘: A: S:
ready-to-eat fruit and vegetable snacks and products. Currently, CCL operates En e = e
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Proactive Adviser Communications & Resources

Frequency

Information
provided

Suitable for

Method of
notification/delivery

Model positions

change

Forecast

confirmation & | Portfolio Yields

rationale

At time of change

Notification of

trade along with
rationale of sale

and purchase
with company
snapshots

Advisers &
investors

Text Message
and/or email

Monthly

Forward 12 &

24m yields based

on consensus
forecast
dividends

Advisers

Email notifying
update to
information
center

Model
Factsheets

Monthly

Monthly snapshot

and updated

& performance
data

Advisers &
investors

Email notifying
update to
information center
& Hard copy

Composite
Performance
Summary Report

Monthly

Model returns vs the

composite benchmark.
portfolio allocation Risk adjusted returns

vs the composite
benchmark

Advisers

Email notifying
update to information
center

Company
Snapshots

Monthly

bear points along

with supporting
qualitative and
guantitative data

Advisers &
investors

Email notifying
update to
information center

Investment
Review & Portfolio
Attributions

Bi annual

Company bulland  Analysis of current
investment themes
and the portfolio
implications and

positions

Advisers

Onsite or via
webinar

Investment process &

market update
presentations

Bi annual

A run through of Elston
investment Philosophy,
Policy & process for all

new clients

Advisers & investors

Onsite or via webinar
(pre recorded
available)

www.elston.com.au
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How do | implement managed accounts?

BUY, PARTNER OR BUILD?



Managed account options for practices [~

1 2

Buy an SMA model(s) Partner with an investment
already on a platform 3 available manager/consultant to build
solutions an SMA

Should you build your own, buy
off the menu or partner with
experts?

Depends on your strategic goals as a
practice and your internal capabilities
and resources- needs a considered

2 plptili. Build your
own SMA

www.elston.com.au




Managed account option 1

Benefits E Challenges U{l‘;

* Speed to market * Transparency issues and communications
* Lower cost * Single or multi-manager?
[}
* Low complexity Buy “off the Passive/active or both?
shelf”
e Credibility * |nvestment philosophy alighnment

e Track record

* Arms length engagement

www.elston.com.au EP Financial Services Pty Ltd, ABN 52 130 772 495, AFSL No. 325 252



Managed account option 2

Benefits E Challenges U/l‘j

* Work with an expert * Time and resources in developing a strategy
* Investment philosophy fit Partner with an * Input regarding investment selection
* Customisation and branding investment * Ongoing maintenance
manager/ asset
* Relatively quick to market and limited consultant * Platform and consulting costs

paperwork

www.elston.com.au



Managed account option 3

Benefits E Challenges U{l‘;

* Total control * Time and resources in maintaining a strategy
* Ultimate flexibility * Document investment and research process
* Customisation and branding Build your * Setup costs

own
* Pricing * Upfront and ongoing due diligence

* |nvestment Communications
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Summary E LS TON

Managed accounts have the potential to deliver significant benefits for both clients and advice businesses
however:

Focus should be on improving Needs a considered approach

outcomes for the client \\ / to implementing effectively

Communications is key to ‘
ensuring successful client o—/

engagement

\\ Change management required-

not a silver bullet solution

www.elston.com.au EP Financial Services Pty Ltd, ABN 52 130 772 495, AFSL No. 325 252



The journey of managed accounts.... -

* $57bn and growing 45% year on year*

* 39% of advisers are using managed accounts,
expected to hit 61% by 2020**

* Average time saving per week for managed
account users = 12.2hrs***

*IMAP Dec 2017
** Netwealth Advice Tech Report 2018
*** Investment Trends

www.elston.com.au
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