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CASE STUDY:
GETTING THE MOST
OUT OF MANAGED
PORTFLIOS



It's well-documented—Managed portfolios
provide a range of benefits for both clients and
advice practices. In addition to driving practice
management efficiencies, they also provide a
means to deliver a cost-effective value proposition
and a better client experience.

However when comparing an advisers' perception
of these benefits against the length of time they
have used managed portfolios, and interesting
trend begins to emerge - the longer an advice
business uses managed portfolios, the higher
their conviction in the client benefits they offer.

A recent investment Trends Report revealed that
26% of advisers who have used managed
portfolios for less than a year recognised the
benefits of enhanced transparency.” This number
increased to 59% for businesses that had been
using managed portfolios for four years or more.

Similarly, while 38% of new-to-managed portfolio
respondents noted that cost-effectiveness was a
benefit, the number increased to 55% for
businesses that had been using managed
portfolios for four years or more. The story is the
same for tax effectiveness: 22% to 39%.

So why do the client benefits of managed
portfolios seem more apparent the longer you've
been using them in your practice? And what's the
secret to getting the most out of managed
portfolios? For two experienced practice owners,
it's about transparency, commitment and
engagement with your clients.

1 Investment Trends. January 2022 Managed Accounts Report.
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EFFICIENT BASE FOR
FUTURE GROWTH

Tim Scott, Director of Hobart-based advice
business Ford + Scott Financial Planning, said
his team started using managed portfolios in
2014. But it was only after they refined their
investment philosophy and portfolio
construction in 2018 that the operational
efficiencies began to ramp up.

“The use of managed portfolios and SMAs,
using a technology platform, allowed us to
embed our philosophy more efficiently,” Scott
said. “For us, implementation was a 12-month
process. But once that process was over, it
gave us huge traction with our clients and
enabled us to heavily grow the business.
We're about to expand from four advisers to
nine, and that's on the back of the operational
efficiencies that managed portfolios have
created for us.”

Tim Townsend is a Founder and Partner at the
Melbourne-based private wealth firm
TownsendCobain. Around five years ago, Tim
and his partner decided to start using
managed portfolios once they became
comfortable with the technology and how it
could work for their clients. He believes the
key to success with managed portfolios is
committing to it completely.

“| often meet advisers who introduce new
concepts, like managed portfolios, but they're
balancing it with five other things and then
wondering why it isn't as efficient as they
thought it would be,” Townsend said. “We have
a fundamental belief that our efficiency is also
in the interests of our clients. After
strengthening our investment solution, we
presented it to our clients over an 18-month
period. It was a serious commitment of work
resources and effort to make these
transitions, but now we've implemented
managed portfolios for almost 100% of our
clients. This has created a fantastic base for
our future growth.”
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EFFECTIVE AND EMPOWERED
PORTFOLIO MANAGEMENT

For both advisers, compliance constraints
and ineffectiveness of the traditional advice
model contributed to their decision to move
to managed portfolios.

“With a traditional advice model, you can't
always implement investment changes quickly

Having a structure in place
that creates efficiency but
also transparency and
communication has led to
a huge amount of trust and
client engagement

for each individual client,” Townsend said.
“What appealed to us was being able to carry
all our clients forward in a positive way.”

Scott agreed with this and added that Ford +
Scott's decision to move to managed portfolios
also provided opportunity for scale and a
more efficient approach to portfolio
management.

"We had a heavy direct equity exposure in our
client portfolios and the volume of ROAs
needed to achieve a portfolio change stifled
efficiency,” Scott said. “Having a structure in
place that creates efficiency but also
transparency and communication has led to a
huge amount of trust and client engagement.”
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EXPLORING SELECTED CLIENT BENEFITS BY EXPERIENCE WITH MANAGED ACCOUNTS

What do you see as the benefits of recommending Managed Accounts?
(Multiple responses permitted. Among current managed account advisers.)

Transparency Ownership

Tax management

Value Advice engagement

59%

42%
26% 28%
2%

Direct ownership of
individual securities
in the portfolio

Allows clients to see
the underlying shares
in the portfolio

M 1 year or less

Tax effective/
CGT management

55%
39% 38%
32%

Facilitates the
provision of
goals-based advice

Level of fees/
cost effectiveness

2 to 3 years M4 yearsor more

Investment Trends. January 2022 Managed Accounts Report

TRANSPARENCY, ENGAGEMENT

AND VALUE

Townsend explained that the transparency
that comes with managed portfolios gives
clients a greater sense of ownership. And
when their adviser is empowered to make
portfolio changes on their behalf, it increases
the client’s perception of the value they're
receiving.

“We do just as much work as we used to do
on our clients’ investments,” Townsend said.
“But now they're hearing from us regularly,
every time we make a change, and their peace
of mind seems to be enhanced by the feeling
that something's being done. That enhances
the perception of value to the client.”

Scott added that this increased perception of
value has allowed his business to strengthen
their client/adviser relationships.

"We're finding that client interactions are now
much less focused on how their portfolio is
going and more about their goals and
objectives,” Scott said. “It's more outcomes-
based, which is allowing our advisers to have far
more meaningful conversations with their
clients.”

Both advisers stressed the importance of
regular communication to ensure clients
recognise the value of their managed portfolio.

"Your [managed portfolio] provider can send
you a couple of paragraphs about the trade
that's been made and why it's been made,”
Scott said. “You can then put that on your
letterhead and disseminate it to your clients
who hold those investments. It's incredibly
powerful for the client because it gives them
that sense of ownership, tangibility and control.”
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EMBRACING AND COMMITTING
T0 MANAGED PORTFOLIOS

Transitioning clients to managed portfolios can
take a significant amount of time of effort. But
like so many things in business, you get out as
much as you put in. As the Investment Trends
research shows us, the key to unlocking the
efficiency of managed portfolios is fully
embracing the technology and sticking with it
over time.

“You back yourself and you see it through,”
Scott said. “Clients are more open to change
than you may well think. They love seeing

Our clients expect us to be
learning, finding, developing
all the time to find better
solutions for how we

do things

1 Investment Trends. January 2022 Managed Accounts Report.

proactivity. They want to see progression and
their adviser planning for their future, not just
for today. There's huge scope and
opportunity for advice practices that are
willing to move with the times right now.”

Townsend emphasised there's no need for
hesitation when introducing the concept of

managed portfolios to clients.

“You don't have to apologise for not doing it
yesterday,” Townsend said.
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WANT TO KNOW MORE?

Call our team on 1300 854 994 or visit HUB24.com.au

DISCLAIMER

This document has been issued by HUB24 Custodial Services Ltd ABN 94 073 633 664, AFSL 239 122 (HUB24) and is
current at November 2022. It is only for use by Australian Financial Services License (AFSL) holders and their authorised
financial advisers. It is not for use by retail clients. HUB24 is the Operator of HUB24 Invest (an investor directed portfolio
service), administrator and custodian of HUB24 Super which is a regulated superannuation fund. The trustee and issuer
of interests in HUB24 Super Fund is HTFS Nominees PTY Limited (ABN 78 000 880 553, AFSL 232500, RSE L0003216) The
information in this document is intended to be general information only and not financial product advice. It does not
take into account any person'’s objectives, financial situation or needs. It is not legal advice. Accordingly, before acting
on any of this information, the reader should consider the appropriateness of the information having regard to their or
their clients’ objectives, financial situation and needs. This information is based on the experience of a single Australian
Financial Services Licensee. It relates to that Licensee’s experience and is provided for illustrative purposes only. This
content must not be copied or reproduced without the prior written consent of HUB24. © HUB24





