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Welcome to the Summer 2015 edition

of Wealthtrac News.

A message from Matt Johnson

2015 Wealthtrac Awards and Christmas
Luncheon

Wealthtrac would like to thank our sponsors
Nick Blendell from ANZ Wealth, Benjamin
Moore from Alliance Bernstein Global,
Cameron Fitter from AMP Capital and our
guests who attended our 2015 Wealthtrac
Awards and Christmas Luncheon at Park
Hyatt on Friday 11 December 2015.

The following guests, received Wealthtrac
Awards at our Luncheon:

A McQueen Wealth Management received
the Excellence Award for Top Adviser
Inflows

A Michael Holmes from Financial
Momentum received the Excellence Award
for Top Adviser Inflows

A Leishman Financial Services received We hope you enjoyed the event and look
the Excellence Award for Top Dealer forward to the New Year, where we can assist
Inflows . . . .
you in achieving your <clien:
A Chrysalis Lifestyle Planning received objectives using the Wealthtrac platform.
the Excellence Award for Top Dealer
Inflows I f you haveno6t had the chan

our SMSF App yet, download it instantly at:
A Darren Frawley from EWL Financial
Planning received the Excellence Award for
Best New SMSF Adviser And our Wrap App, is also available at:

A SuperWise Financial Services received

the Excellence Award for Outstanding
Wealthtrac Advocate

Please find photos from the event on the
right and on the following two pages.
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2015 Wealthtrac Awards and Christmas Luncheon
Friday, |1 December, 2015
~Entrée-
Parma bam & baby sprmach salad.
tomatoes, renita & Kalamata ofrves
@hernating with
Chillod King prawn.,
dorkon & pickicd gimger mango condmen:
~Main-
Black Angus becf ienderloin,

alternating with
Barramund filler,

~Desserr-
Strawberry & pistachio tart,



Issue 36: Summer 2015

Wealthtrac News

&) WEALTHTRAC

www.wealthtrac.com.au Built by Independent Advisers, for Independent Advisers

Page 3



Issue 36: Summer 2015

Wealthtrac News

Wealthtrac at Conferences and Events

10 Nov 2015 M&K Lawyers  Seminar

A Wealthtrac presented on SMSF Compliance

e N\ ’I'//,

1o

13 Nov 2015 Solar Financial PD Day

A Wealthtrac presented on SMSF, The Importance of
Administration

18 -21 Nov AIOFP 2015  National
2015 Conference, Gold Coast

A Wealthtrac presented on New Ways to Administer SMSF
Portfolios

2015 Wealthtrac Awards and
11 Dec 2015 Christmas Luncheon

A Wealthtrac hosted our 2015 Awards and Christmas
Luncheon at Park Hyatt
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Amplifier Agency Documentary Case
Study

In September 2015, | participated in a
Documentary Case Study by Amplifier
Agency. Amplifier Agency, the owner of
Shareable Apps is the company who
facilitated the production of our SMSF and
Wrap Apps.

The video is now available on the Shareable
Apps website at:

Wealthtrac offers a Super approach to SMSF with Shareable Apps (Full Leng... @ <

And is also available  on our SMSF website at

and both our SMSF and Wrap Apps.
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Congratulations to India

Congratulations to India, our Business
Development Manager and her partner Josh
on the safe arrival of their new and healthy

baby girl Poppy Jayne on 30 November 2015.

May this special time be filled with lots of
joyous memories.
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Merry Christmas!

The Wealthtrac Team would like to take this
opportunity to thank you for your support
throughout this year, we wish you, your staff
and families a safe and enjoyable Christmas.

Please note: Head Office will be closed from
24 December 2015 to 3 January 2016
inclusive . Client Services will remain open
throughout the period with the exception of
public holidays.

Matthew Johnson MAICD
Managing Director and CEO

Telephone: 1300 557 477
Facsimile: 1300 557 476
Email: mjohnson@wealthtrac.com.au
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New Customer Due Diligence
Requirements

AUSTRAC has introduced new requirements
which will come into effect on 1 January 2016
around how we identify members as part of

the Global Anti -Money Laundering & Counter

Terrorism Financing Policy (L2).

Financial institutions in Australia will be
required to have procedures in place to
manage the risks of their products and
services being involved in money laundering
or terrorism financing. At Oasis we ensure we
do business with people and organisations
whose sources of wealth are legitimate and
who intend to use the financial system for
non -criminal purposes.

Customer Due Diligence (CDD) prevents
organised crime and terrorist organizations
from misusing financial systems to destabilise
the economy at the expense of the wider
community, shareholders, customers and
employees. As a result updates have been
made to our forms to capture the correct
information from our members.

Even though the requirements will only be
enforced from 1 January 2016, we see value
in protecting our cli
possible. As such, we will start collecting and
storing additional information on any new
accounts from 23 November 2015 onwards.

What we need to do
We must be reasonably satisfied that:
For an individual member, we can verify who

they claim to be by collecting the following
information

A. Name;

B. Surname ;

C. Citizenship ;

D. Date of birth; and
E. Occupation .
Page 6
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For a non -individual investor, we can verify
that the company entity legitimately exists.
We must also identify and verify

A. Beneficial owners or controllers;

B. The settlor of the trust (where
applicable); and

C. Beneficiaries

What is a beneficial owner and
controller ?

A beneficial owner is defined as an individual
(a natural person or persons) who ultimately
owns or controls (directly or indirectly) the
customer entity (i.e. the non -individual).
Ownership for the purposes of determining a
beneficial owner means owning 25% or more
of the customer entity.

Where there is no individual that owns more
than 25% of the customer we must identify
the controller. The definition of 'controller’
includes an individual who exerts control of
the customer entity by means of trusts,
agreements, arrangements, understandings
or practices and whether or not the individual
has control based on legal or equitable rights.
It includes where an individual can exercise
control through making decisions about
fimanciat amdsopegiasing potiocies.  a s

What beneficial/controller owner information
must be collected and verified?

Once a reporting entity has established who
is a beneficial owner or controller of a
customer entity, a reporting entity must
collect at least the following information in
relation to each individual beneficial owner or
controller :

A Full name; and
A Date of birth; or
A Full residential address.

This information must be verified against

identification documents per the procedures
that are presently in place for individuals.

&) WEALTHTRAC

Built by Independent Advisers, for Independent Advisers



Issue 36: Summer 2015

Wealthtrac News

New Customer Due Diligence
Requirements (contdd)

Collect and verify the name of settlors of
trusts

Where a reporting entity deals with a
customer types that fall under the category of
a legal arrangement (e.g. trust, SMSF etc),
we must collect and verify the name of the
person who sets up the trust and signs the
trust deed to create the trust. This person is
known as the settlor of a trust and is usually
the customer entityods

Where a non individual account is established
in Trust, we will require a certified copy of the
Trust Deed to verify the information

collected. Please note that we are also able
to accept a certified extract of the Trust Deed
providing it contains the cover page that
identifies the Trust Name, Schedule 1 of the
deed and the Execution page (at

a minimum).

Beneficiaries

It is important to note the difference between
Beneficial Owners and a  beneficiary of the
trust. While it is not a requirement to identify
and verify any beneficiaries at the application
stage, you must record their full name.

Conduct reasonable measures to update
information collected

To ensure documents are up to date, we
need to update and review documents, data
or information collected under the customer
identification procedure and the new
beneficial owner identification requirements
regularly.
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Form changes

The following forms will be updated as a
result of the CDD requirements

Super and Pension Application
Investment Service Application
Super/Pension to Pension transfer
Investment Service transfer (Sub
sub -fund transfers)
Superannuation transfer (Sub
fund transfers)

Pension transfer (Sub  -fund to sub -fund
trangfers) account ant .
Identification form T non -individuals
(investment service only)

Completing proof of identity

o oo B B oo oI

Other product changes

Multi -investment instruction form

The Multi -investment instruction form will no
longer be available in its paper based (PDF)
version. Investment level instructions for
income distributions and Cash account top
ups can still be made using MoneyOne®
online. This will ensure that information is
provided as accurately and completely as
possible.

All account level instructions will continue to
be available via the Account Alteration,
Switch and Reweights paper based forms.
Form grace  periods

The current forms will be accepted until 31
December 2015, from 1 January 2016 we
must receive the new forms dated 23

November 2015, with the required CDD
verifications completed in full.

The Multi -investment instruction form will be
accepted until 31 December 2015.
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New Customer Due Diligence
Requirements (contdd)

Accessing the new forms online
Documents will be available from 23
November 2015 via MoneyOne® Online by

following the steps below

A Login to MoneyOne® Online  using your
login code and password.

AClick on fiDocuments & Resourceso |l ocated
on the left hand side of the screen.

A Sel ect ioffer Documents & Formso | ocated
at the top of the screen.

A Select APDS and For mso.

A Select the form you require.
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BA E P In Australian equity funds management,
investors have to deal with the highly

Bennalong Australlan Equity Fecinsrs concentrated nature of the stock market. The
Australian market is one of the most

Why it isn't a Case of Active vs concentrated in the world: according to
IRESS as at September 2015, the top 20

Passive largest companies on the Australian
. . Securities Exchange (ASX) accounted for
By Bennelong Australian Equity Partners 62% of the total value of the S&P/ASX 300
(BAE.P)' a Bennelong Funds Management Index. Moreover, the Financials and
Boutique Resources sectors account for almost two -

thirds of total market capitalisation. The

maj ority of the marketds be:
the top echelon of stocks, in a handful of

sectors.

The investment marketplace in Australia is
characterised by preference debates, where
adherents of one school of thought battle it
out with those of another T think property
versus shares, domestic versus internat_ional Ex-20 vs top20 in the ASX300
shares, growth versus value stocks, active

versus passive investment management.

To the savvy adviser, however, these often -

fierce debates posit a chc

to make. Each side of these debates makes

valid points T and there is nothing stopping

the adviser from cherry  -picking these points

to use in their clients® [Ex20MkCap$s20bn
suit their investment philosophy,

requirements and risk tolerance.

62%

of ASX 300

Increasingly, advisers understand they do not Top 20 Mkt Cap $1.301bn
have to be a passionate fan of active

management, for example, and criticise

passive management for capturing the dud
performers in the index as well as the stars.

Nor should they opt wholly for indexed
management, and savage the active

managers as over -charging for promised out -
performance that may not be delivered or
sustained.

Source: IRESS, Bennelong Australian Equity Partners, as at 30 September 2015

In effect, there are two Australian stock
markets: the top 20, and the rest. The large
equity funds see the top 20 as an easy
opportunity to deploy a similarly large
percentage of their funds; the top 20 stocks
are among the most liquid, and heavily
weighting them entails less risk, at least in
terms of tracking error.

What they should be doing is selecting the
best of both worlds T using active
management where it works best, and the
same for passive.
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Why it isn't a Case of Active vs
Passive (cont a6d)

Because of this concentration i and the
commercial pressure on big  -brand fund
managers to show little tracking error, so as
to avoid relative under  -performance i
active portfolios end up holding more than
half of their portfolios in weightings very
similar to the index. It is not unusual to see
these funds holding at least three of the big
four banks (CBA, Westpac, ANZ and/or NAB),
a major miner (usually BHP), one of the large
retailers (Woolworths or Wesfarmers), and
perhaps an insurer (Suncorp or IAG).

many

With so much overl ap,
manager to differentiate performance from
the index or from peers. This concentration
and the tendency it breeds towards
homogenised portfolios T has resulted in a
marked correlation between the performance
of the average Australia equity fund and the
index, as shown in the accompanying chart.
But in some cases, investors are paying the
actively managed fund almost three times the
charge for an index fund T while receiving
virtually the same performance as the latter.

That situation is not sustainable.

Growth of $10,000 over last 15 years

Source: Morningstar

However, the high level of concentration of
the Australian market T interms of both
market capitalisation and manager holdings
throws up some opportunities that can be
harnessed by the informed investor.
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It is difficult for active managers to add value
in large cap Australian stocks because they
are often held in weightings very close to
those of the index, and they are intensely
scrutinised by both stockbroking analysts and
the fund manager so i
corollary to this is that outside the market
concentration i in the population of stocks
outside the top 20 i there is ample scope for
portfolio managers to gain and back their

own insight into the companies

This 6éotherd Australian
less efficient market in terms of information.

As companies go down the capitalisation

scale 1 outside the top 50, top 100, and top

200 etc. 1 the analyst coverage decreases,
whileithe potertial fo @Utperform the market

by undertaking proprietary research rises.

Here, the risk/return opportunities favour the
managers who know the stocks best

According to research house Zenith

Investment Partners, over the three years to

31 December 2014, the median small -cap
manager rated by the firm outperformed the
small -cap benchmark, the S&P/ASX Small
Ordinaries Accumulation Index, by an
impressive 18.5% a year

This level of excess returns T oralpha 7
certainly justifies paying active management
fees. The situation shown in the
accompanying chart does not. This
bifurcation of the market can be used by
smart investors to get more bang for their
buck; pay active management fees where
managers can demonstrate they can leverage
their skill and insights to generate excess
performance, but not waste those fees where
this is not so easily demonstrated

Increasingly, advisers are unwilling to think in
terms of black versus white in the investment
exposures they use. They are more than
capable of choosing to use active
management where it offers them value for
money, and passive management where they
are more likely to get the index performance
than any premium. While cost is a big factor
in this choice, it comes down to growing
preparedness to use active management only
where it counts.
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