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Many Australians have their
SMSF cash parked in a low or )
no interest bearing account. Susines epots

A recent study showed 40% of people have their money sitting
in low or no interest bearing accounts. But with a Business
Optimiser, there's no sitting around. Available to anyone with
an SMSF, this high variable interest savings account puts your
SMSF cash to work. And you reap the benefits. A great variable
welcome rate. No ING DIRECT fees. 24/7 access to your funds.
And the assurance of the Australian Government guarantee.
It's easy to link to your existing Super cash management
account, so call us to apply.

1800 458 239 ingdirect.com.au

The variable welcome rate applies for 6 months from the date the Business Optimiser is opened on balances up to $1 million. At the end of the 6 month period, the rate that applies to your account balance will be the Business
Optimiser standard variable rate applicable at the time. This offer is applicable on the first Business Optimiser opened per entity and is for a limited time only. Combined balances up to $1 million ($250,000 from 1 February
2012) per customer are guaranteed by the Australian Government. ING DIRECT will not offer access to the Government Deposit Guarantee to a customer on the portion of their combined balance over the $1 million threshold.
Awarded CANSTAR 5 Star Rating for Outstanding Value: Business Deposits. Study cited in SMSF Magazine Spring 2011 Edition ‘Cash — the SMSF portfolio kingmaker’ pg 22.You should read the Terms and Conditions booklet
atingdirect.com.au and consider if a Business Optimiser is right for you before making any decision. Business Optimiser is issued by ING Bank (Australia) Limited ABN 24 000 893 292. ING DIRECT's colour orange is a trade mark
of ING DIRECT and the ING Group of companies. ING0685_PPLeft_1




Matt Heine: the changes will ultimately be positive

Planners look to the good
after weathering regulato ywreform

The post-FoFA environment may suit independent financial planners down to the ground - but it will require

some co-operation from product providers. Simon Hoyle reports.

here'sa growing chorus of

voices with good news for

independent, or non-aligned,
financial planning businesses: Thereis
life after FoFA.

Andnot only that, there'sa very good
life tobe had, as the Future of Financial
Advicechangestake effectand asthe
publicbeginsto grasp just what profes-
sional financial planningisreally all
about.

Researchreleasedin January by Roy
Morgan Research confirmed that the
"Big Six" financialinstitutions’ contin-
uing preference to pump clients' money
intoin-house productsis still one of the
mainreasons for publicmistrust of the
financial planning industry:.

It found that significant numbers
of clients of institutionally-owned
financial planning firms were unaware
that their financial planner was owned
by aninstitution.

Writing on the Professional Plan-
nerwebsite before Christmas, Bailey
Roberts Group director Leith Thomas
proclaimed there was ''no better time"
tobe anindependent financial planner,
and hedismissed concerns that the
FoFA changes spelled doom for inde-
pendents.

Thomas wrote: “Rounding out the
best year our independent group has
ever experienced, [ find this perspec-
tiveinteresting, to say theleast.

"“For our dealer group, we have

Matching
products or
services that
complement
that advice
isreally a
fundamental
piece here

looked at thereforms as an opportu-
nity.

"Weidentified some time ago that
what clients arereally seekingisa
relationship with a trusted adviser that
isactivelyinvolved with themanage-
ment of their financial assets.”

And adding to the good newsis the
fact that competitionisbeginning to
increase among those providing ser-
vicestoindependents.

Omniwealth managing director
Matthew Kidd said latelast year that
“itis challenging times for advisers
who face the prospect of losing their
independence post FoFA".

ButKidd added that "by providing
them with knowledge, best-of-breed
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servicesand themeansto strengthen
their own offerings through outsourc-
ing, we expect to attract a significant
number of independent advisers to our
service over thenext year".

FoFA fatigue

Matt Heine, an executive director of the
Netwealth group of companies, says
that despite ahigh degree of "FoFA fa-
tigue" being experienced by planners,
the changes will ultimately be positive
and potentially result in healthier, more
vibrant businesses.

Heine says thatifindependent
advisers were asked today if the future
looksbright "many would say no".

“"What we'retrying todoistell the
industry that thereislife after FOFA
and that theindependent adviser can
actually access professional services
that are equal to or better than what is
being promised by the banks," he says.

"“There's abit of FoFA fatigue, Ithink
just because of the [length of] timeit's
beendiscussed, but the good practices
now are ontop of it and they took the
view12 or 18 monthsago that tobe
successfuland to thriveinthenew
environment they did actually need
tomake changes to their business
models. And the good practices have
certainly gone along way down that
path.

"When we're talking business
models, we're talking [about] actu-
ally understanding what your client
value propositionis, looking at what
you charge your client, and the basis of
what you charge for your service pack-
ages - which due to the current [busi-
ness]modelhasbeenlargely ignored
for along period of time."

Regardless of whether a planneris
sittinginabankbranch, orispartofa
bank-owned or aligned dealer group,
orisanindependent or non-aligned
adviser, they are ultimately engaged
inthe provision of personal financial
advice.

"Delivering quality advice and

matching products or services that
complement that adviceisreally a fun-
damental piece here,” Heine says.

"With asmuchas 70 or 80 per cent of
fundsbeinginvestedintoin-house as-
setsviathebank-owned distribution,
control [of] one’s own APL [approved
product list]and being able to match
those solutions back to the client's
advicerequirementsisreally the criti-
cal piece, rather than dumbing down
strategies or dumbing downtherange
of assets that are available, or insur-
ance products.”

Heine says the answer for independ-
entsisto offer “abroad range of solu-
tions that are therefor the client - not
the same solution for every client".

For the timebeing, not every planner
necessarily always offers the solution
thatbest suits the client.

However, he says that may change
under the best interests duty proposed
by FoFA.

"“If welook at insurance, for example,
everyinsurer is going to have a differ-
ent focus or a different set of terms and

Lisa Claes

conditions,” Heine says.

“Say one [underwriter] may be
appropriate for one client but not ap-
propriate for another, but theremay
bepressureinan..aligned distribution
channel touse themore expensive or
less flexible product,” Heine says.

“If you'relooking at a portfolio or
platforms - obviously that's where our
focusis - then outside of our own and
one or two others, they are becoming a
distribution point for the bank-owned
product.Inaplatform you end up with
the platform'sin-house bank account,
the platform'sin-houseinvestments,
the platform'sin-houseinsurance,
marginlending and share trading
service.

“There'snot alot of scope therefor an
adviser, if they select one platform, to
go outside that bank-owned product
range.

“Theverticalintegrationis actually
becoming sointegrated that there's
no scope to create abest-of-breed
product.”

Heine says this situation may not
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be clear to clients - or worse, they
might think they'rereceiving products

The Corporations Law is clear on trails - and that would be beautiful, and services from a diverserange of

what constitutesindependencein but I'monly thisbig, andit's takenme providers.

financial advice. quite a whiletorestructure alot of He says institutions often operate
Section 923 of thelaw states that legacy client relationships to meet under multiple brands, and clients may

afinancial planner cannot describe that definition. ,

themselves asindependentif they "But I've got another problem, not reahs'e allbrandsare ownedby the

receive: whichis the clients' best interest, and same ultlrn.ate' pfalrent company. .

« Commissions (apart from com- for me to sell them out of a whole “Therealityisif youlook at the big

missions that are rebated in full to bunchof product whichis still per- four, and who owns the majority of the

clients). fectly good, in order for me to meet services offered, it's the bank," Heine

« Remuneration calculated onthe anindependence definition, that was says.

basis of the volume of business an ethical question that needed to be

placed with anissuer of a financial resolvedinfavour of the client.” Banning rebates

product.

‘ ‘ He says that even if a financial plan-
ning business wanted tointegrate

o ically, "it'sb ingi ingl

Institution a"y errtlca \ 1t' S ecomllng 1ncrea51T1g y

difficult, obviously, with the banning of

OwnEd and rebates'.

controlled “Advisers aren't able to benefit from

advice the samerevenue streams as the big-

. ger players," he says.

bUSII’lESSES "Asaresult,many arelooking at

should cease | howthey can getintoproduct manu-

= QOther gifts or benefits fromanis-

suer of afinancial product which may
reasonably be expected toinfluence

the person.

Inreality, relatively few financial
planners meet this stringent test. A
number do, including the members of
the Independent Financial Advisers
Association of Australia (IFAAA), an
organisation founded by the principal

of Canberra-basedBrockton's Inde- : the practice facturing, and become their own fund
pendent Advisory, Daniel Brammall. Dacian Moses \ managers. What we're trying to build
Dacian Moses, adirector of Of hOIdmg isthat infrastructure, and provideit
Waterfall Way Associates, says the , , themselves into their offices at areasonable price,
definition of “independent"ismuiti- ~ Mosessaysaplanning business whereby they can actually survivein
faceted. is “not independent if your revenue outas the environment.”
“The word in the Englishlanguage relies on basis point out of the back independent o ' o
. of aplatform’ Abeliefin thelong-term viability
has got nuance as ameaning, Moses P : , , ,
says. “Fundamentally, you fail almost of theindependent adviser underpins
"I quite like the meanings that every definition | canthink of, of ‘in- the strategy of ING Direct, which has
say, ‘not relying on another for aid dependent' If your business isin that sought to positionitself asan alterna-
or support' | like the meanings that Sp?ce, you ha've aproblem. , tive to the Big Four banks' offerings,
say ‘autonomous', ‘not influenced or Idonot think that problemis and which therefore hasnon-bank-
controlled’ insurmountable, but certainly you owned financial planners at the core of
“There's a stronger definition of haveaproblem. o itstarget market.
‘independent'thatisrejecting others' ~ MattHeine, executive director of Lisa Claes, executive director,
aid or support. t:']oiﬁitlﬁiaslig igzzz'ssiizzlg:igs:?e_ delivery, for ING Direct, says that what
"l am comfortable to live with ; ;
et independent advisersneed from
ASIC's definition of independent. comes backtoa planner's right to e o
o ) choose. institutions and product providersis
With the structure of the financial “ . ‘ more amatter of emphasis than bein
services industry, it's difficult to meet Welook at the ‘independent , P g
that definition, if you've beenaround ~ 1ihancialadviser asanadviser thatis completely different products and
for more than five or 10 minutes. in control of their approved product services.
“Ithink the pragmatic way to meet list [APL], to an extent, where they do “I'lllook at it from ING Direct's per-
that definition is to create your new not have abank-ownedlicensee ser- spectivefirst” Claes says.
financial services licensee and only vice controlling their APL and their “We think ING Direct has a strong
put clients through that licensee if choice ofinvestments or insurance affiliation with independents.I

they pay feesand youdon'thave PRERUEEs |- Eineseys wouldn't ever exclude aligned advisers
absolutely from our horizon, but our
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experience and our strategy..in terms
of our branding and our offering has
more [appeal] for the non-aligned than
thealigned adviser.

"You have got to go back inhistory
withINGDirect andits offering. We've
built our brand and reputation and
businessonthebasisthat wearean
alternative to themajorsin everything
wedo."

Claessaysit's vital for independent
plannerstohaveaccesstoarange of
products offered by organisations with
strong brand names, and which donot
conflict with the provision of advice to
clients. She saysINGDirect istaking
“adeliberate, targeted approach’ to
deepenitsrelationships with inde-
pendent planners, underlining the fact
that the company believes the sector
hasastrong future.

"Apart from being able to offer prod-
uctand having an affiliation with an
organisation with the [characteristics]
I'vementioned, they need tobe able
tolook goodin front of their clients,”
she says. ""That comes down tohow we
can help them deal with their clients
efficiently and effectively.

""That comes down to operational
stuff, and what goes on behind the
scenes when they're sitting down with
their clients.”

Claes saysINGDirect supports the
broad thrust of FoFA, whichincludes
theremoval of conflicted remuneration
structures.

"Alot of theindependentsare
already operating that way," she says.
“Ican't say that they willbe any more
orlessimpacted thanaligned financial
advisers, butIbelieve theregulatory
changesareagood thing, and they will
benefitindependent financial advisers.

“Idon't think thelegislationin any
way is going to force consolidation from
non-aligned toaligned at all.”

Compelling proposition
Claessaysall planners willhaveto
develop a compelling value proposition,

Financial planner Dacian Moses says independ-
ent advisers need manufacturers whose prod-
ucts are competitively priced, unbundled (so the
only cost toinvestorsis the genuine product
cost, not the cost of distribution), are transpar-
ent, and are fit for purpose.

"What I want a product manufacturer to say is,
‘Thisis the product we can provide, at this price,
andit gives us afair margin to make aprofit'" he
says.

Being fit for purpose means manufactur-
ers should "not try to tellme that your fancy
structured fixedinterest product is low-risk", he
says.

“Institutions and product manufacturers
should be held accountable when a product
fails.It's not just the adviser's fault. That might
be a comment directed at FOS [the Financial
Ombudsman Service], rather than anyone else.”
Independent advisers willbe able to compete

effectively against institutionally owned plan-
ners, provided everyone plays to the same
rules.

“lwant alevelplaying field," Moses says.
“Institutionally owned and controlled advice
businesses should cease the practice of holding
themselves out asindependent.

“Ihave asense of history, so lunderstand why
we have the vertically integrated product dis-
tribution model; my preference would be to see
that broken. Unfortunately, I'm a cynical realist,
andlknow that won't happen.

"Disclosure about that vertically integrated
model and the conflicts inherentinit has not
worked. | want a world where the consumer at
least knows when they walk in the door that
they are either entering a vertically integrated
product distribution model, or they are entering
anindependent practice.

“At themoment you can't say thatis the case.”

which willreveal transparently ex-
actly what a client paysand the service
theyreceiveinreturn.

“They willhave to sing for their
supper, day inand day out,” she says.
"Ithink alot of independentshave al-
ready been doing that,and are already
accustomed to this environment.”

| dOn't thlnk Dacian Moses, a direlctor of Waterfall

. . Way Associates, saysindependence
the |eg|5|at|0n asaplanning businessisimportant
in any way is tohim because of thekind of client it's
going to fOI’CE attractiveto. .

A "Twant to be attractive to those
consolidation | potential clients who do thinkit's im-
from non- portant,” Moses says.

. i l h
allgned tO . Slomlepeop eareattractedtothe

. institutional balance sheet and the
ahgnec' atall security that provides, butlam always

prepared to stand up in a public forum
and ask, does that mean you're guar-
anteeing your product and advice?

“Themain problemI've gotis, what
if people are going to [abank-owned
financial planner] and they think
they're getting independent advice,
but actually the planner is part of the
[bank] group?”

Moses says thereis arelationship

between financial planners and prod-
uctmanufacturers, "and we doneed
each other”, but therelationship should
be simple - and clear to the client.

“That'snot an easy thing to achieve,
andasfarasI'maware,it hasn't been
achievedtodate,"he says.

Moses says he believes "FoFA came
fromtheright place".

"Of course, it then gets hit by vested
interestsleft, right and centre and
we've got what we've got now," he says.

Even so, Moses says the future for
independent advisers can be bright
post-FoFA.

Succeeding as anindependent
financial planner relies on developing a
compelling value proposition, and then
cultivating a client base thatis pre-
pared to pay afair pricefor the advice
provided.

“Ibelieve [FoFA] plays into my hands,
butThave a caveat against that, be-
cause we do not quite know what ‘best
interest'means..”

Product manufacturers can con-
tinue to support financial planners, but
Moses says that support willhave tobe
inaformother thanfinancial. m
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WILL YOUR SMSF ~

CASH BE READY FOR DIRECT
RETIREMENT WHEN
YOU ARE?
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Many Australians have their
SMSF cash parked in a low or
no interest bearing account. Busines opest

Business Optimiser is a high variable interest savings account
made to maximise your SMSF cash. Available to Sole Traders,
Partnerships, Companies and Incorporated Associations, it's
simply linked to your existing Super cash management account
so the benefits are easily enjoyed. A great variable welcome
rate. No ING DIRECT fees. 24/7 access to your funds and

the assurance of the Australian Government gu

Make your cash work harder and faster for your

It's easy, link one today. Call us to apply.

1800 458 239 ingdirect.com.au

The variable welcome rate applies for 6 months from the date the Business Optimiser is opened on balances up to $1 million. At the end of the 6 month period, the rate that applies to your account balance will
be the Business Optimiser standard variable rate applicable at the time. This offer is applicable on the first Business Optimiser opened per entity and is for a limited time only. Combined balances up to $1 million
($250,000 from 1 February 2012) per customer are guaranteed by the Australian Government. ING DIRECT will not offer access to the Government Deposit Guarantee to a customer on the portion of their
combined balance over the $1 million threshold. Awarded CANSTAR 5 Star Rating for Outstanding Value: Business Deposits. You should read the Terms and Conditions booklet at ingdirect.com.au and consider
if a Business Optimiser is right for you before making any decision. Business Optimiser is issued by ING Bank (Australia) Limited ABN 24 000 893 292. ING DIRECT's colour orange is a trade mark of ING DIRECT
and the ING Group of companies. ING0685_PPRight_6






