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MESSAGE FROM THE CEO

Judith Fox, CEO

Working constructively with other associations on advocacy can be of
great benefit to members. In the lead-up to the 2019 election SAFAA
worked with a number of other associations to point out the negative
consequences of proposed changes to franking credits and that joint
advocacy clarified how disadvantaged many investors would be if that
proposed change was brought in.

Working with other
associations
Recently SAFAA was a joint signatory
to a letter to the Hon Ben Morton
MP, Assistant Minister to the Prime
Minister charged with responsibility
for the government’s deregulation
agenda. Other signatories were
the SMSF Association, Financial
Planning Association, Association
of Financial Advisers, Chartered
Accountants Australia and New
Zealand, CPA Australia and Institute
of Public Accountants.
Our joint letter pointed out that
the ASIC levy is a major concern
for financial advisers and licensees
both in terms of the cost of the levy
for 2019-20 which is currently being
collected by ASIC, and the likelihood
of further major increases in the levy
in coming years. We were not arguing against financial services businesses providing some of the funding
necessary to oversee the sector, but
seeking a review — as part of the
deregulation agenda — to explore
options for a fair and appropriate
method of supporting a regulatory
system that we all benefit from.
In last month’s column I also discussed the considerable commentary
on how the framework regulating the
provision of financial advice needs
to change to ensure that Australians
can access financial advice. In conjunction with a range of other professional associations, SAFAA has been
in discussion with the Australian
Law Reform Commission about its
review and preliminary comments
on its examination of Chapter 7 and
we will continue to discuss ideas for
a consensus approach to regulatory
reform.

Unintended consequences of
a one-size-fits-all approach
to regulation
However, while SAFAA is working
with other associations to assess if
we can provide a consensus view on
a regulatory framework that supports
the provision of financial advice to
Australians, we continue to stress
the need to move away from a onesize-fits-all approach.
Frequently regulation that is appropriate to providers of financial
planning or strategic advice is not
appropriate to those in the stockbroking and investment advice industry.
Our aim is to ensure that any recommendations for regulatory reform
accommodate the different forms of
financial advice available to meet differing client needs at different times.
A good example of this is the
Single Disciplinary Body — the
Financial Sector Reform (Hayne
Royal Commission Response –
Better Advice) Bill 2021 — recently
introduced to parliament. There is
a gap in relation to tax (financial)
advisers who do not provide personal
advice to retail clients, but advise
wholesale clients and who are
therefore not on the Financial Adviser
Register.
The Bill provides that if a tax
(financial) adviser provides tax
financial advice they need to be either
a tax agent or a tax relevant provider
(that is, be subject to the FASEA
regime). We are of the view that the
bill was developed with the financial
planning industry in mind rather than
consideration of how our industry
is structured differently because it

provides a different financial advice
service.
SAFAA is in discussion with
Treasury about this issue and we
will keep members apprised.
Our Policy Manager, Michelle
Huckel also provides more comment
on the Single Disciplinary Body bill in
her update on page 5.

FASEA exam
Michelle also comments on page 5
about the manner in which the bill
provides for a further opportunity
to sit the FASEA exam in 2022,
subject to strict conditions. SAFAA
had advocated for advisers who had
failed the exam — despite significant
study and preparation — to be
provided with another opportunity to
sit the exam in 2022. We welcomed
the extended deadline announced
in late June by the Minister for
Superannuation, Financial Services
and the Digital Economy, Senator
the Hon Jane Hume and thank her for
providing this additional opportunity.
We were also of the view that this
extension addresses the significant
confusion and uncertainty caused
by the CEO of FASEA, Stephen
Glenfield, with his statements to
a Senate Estimates Committee in
June. He had muddied the water for
financial advisers with comments
about ‘alternative’ pathways for
advisers who do not pass the
exam this year, which contradicted
guidance from ASIC.
We welcome the manner in which
the bill has addressed this late-stage
confusion. n
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SAFAA ACCREDITED

CPD webinars

Stay on top of your CPD with these SAFAA-accredited CPD webinars – FREE for
Practitioner, Affiliate and employees of Principal Members.

Capital Markets Update from Euronext

Wednesday 14 July from 4.30 to 5.30pm

Borsa Italiana has recently joined the Euronext Group, which has now become the largest pan-European Exchange in terms
of aggregate market capitalisation and daily liquidity. Michele Troiani and Roberto Bonalumi from Borsa Italiana will update the
Australian financial community on the evolution of European fixed income markets after a decade of ultra-low interest rates,
providing insights also on equity market developments with a focus on listed infrastructure and utilities.

Michele Troiani

FASEA CPD: 1.00 hour Technical Competence | RG146: 1.00 Specialist Knowledge - Securities

Please note: this webinar is FREE for both members and non-members.

Breach reporting

Roberto Bonalumi

Wednesday 21 July from 1.00 to 2.00pm

New breach reporting provisions come into effect on 1 October and will apply to reportable situations that arise on or after
that date. They aim to strengthen and clarify the breach reporting regime. ASIC has conservatively estimated a 10-fold
increase in breach reports resulting from these changes. John Weaver of Deloitte will run through the key features of the new
regime and how financial services licensees can prepare for these important changes.
FASEA CPD: 1.00 hour Regulatory Compliance and Consumer Protection | RG146: 1.00 Generic Knowledge

Managing the Professional Year

Wednesday 28 July from 1.00 to 2.00pm

With so much time and focus on the FASEA exam requirements, it has been challenging to also consider the requirements
for the FASEA Professional Year. Joel Ronchi of myIntegrity in Practice will canvass key questions a licensee and supervisor
needs to be able to answer, including how to set up a framework; what is required to set up the professional year plan; how to
break this down into quarterly obligations and what are the obligations of the supervisor and the licensee?
FASEA CPD: 1.00 hour Client care and practice | RG146: 1.00 Generic Knowledge – Financial planning

DDO – What’s next?

Wednesday 11 August from 1.00 to 2.00pm

Corey McHattan, a Partner with Ashurst, will provide an update on the Design and Distribution Obligations coming into effect
on 5 October. Following a recap of what products are in and out of scope of DDO and the important dates, Corey will then
focus on distribution obligations of brokers in particular: reasonable steps obligations and the personal advice carve out; what
issuers are looking for; significant dealings and complaints reporting.
FASEA CPD: 1.00 hour Regulatory Compliance and Consumer Protection | RG146: 1.00 Generic Knowledge

Practitioner & Organisation Members: FREE
Non-Members: $55.00

Thanks for supporting SAFAA’s
webinar program during 2021

FOR MORE INFORMATION OR TO REGISTER: 02 8080 3200 |
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POLICY & REGULATORY ISSUES

A new disciplinary system for financial
advisers

T

he legislation for the introduction of the Single Disciplinary
B ody was introduced to
Parliament on 24 June 2021.
Importantly, the Financial Sector
Reform (Hayne Royal Commission
Response – better advice) Bill 2021
provides for regulations to be made
extending the deadline for existing advisers to pass the financial
adviser exam subject to conditions.
The Government has announced that
it will use this power to extend the
cut‑off date to 30 September 2022
for advisers who have attempted the
exam twice prior to 1 January 2022.
Costs and timings for the 2022
period have yet to be confirmed and
advisers who have not sat the exam
twice prior to the end of this year will
not be granted an extension.
SAFAA had urged the government
in its submission on the exposure
draft of the bill to allow advisers who
had failed the exam the opportunity to
re-sit in 2022. SAFAA has welcomed
the extended deadline but reminds
advisers that they must have made
two attempts to pass the exam this
year in order to qualify for the opportunity to sit it again in 2022.
One of SAFAA’s key concerns
about the exposure draft legislation
was that an expeditious method of
dealing with minor contraventions
of financial services laws must be
developed to ensure that the Panel
only deals with material matters.
Otherwise, the Panel will be overwhelmed by immaterial matters and
not operate effectively. Changes
have been made to the bill that allow
ASIC to give a financial adviser a
written warning or reprimand without
first convening a panel.
The Bill now has a two-stage
registration process for financial
advisers. Stage 1 registration
commences after 1 January 2022

SAFAA has welcomed the extended deadline but reminds advisers
that they must have made two attempts to pass the exam this year in
order to qualify for the opportunity to sit it again in 2022.

and involves a one-off registration
process administered by ASIC
using the existing Financial Advisers
Register. This stage requires financial
services licensees to apply to ASIC
to register their financial advisers.
Stage 2 registration coincides with
the delivery of the new Australian
Business Registry Service
administered by the Australian
Taxation Office. This stage requires
eligible individuals to apply to the
Registrar to register themselves and
renew their registration annually.
SAFAA has argued that the obligation
to register a financial adviser must sit
with the financial services licensee on
whose behalf the adviser is authorised
to provide personal advice to retail
clients and does not consider this
change to be in the best interests of
members. SAFAA has pointed to the

difference between stockbroking and
investment advice firms and many
financial planning businesses, as a
matter that needs to be taken into
account when considering the role
of the licensee in adviser registration.
Many financial planning businesses
are small businesses or SMEs.
Stockbroking and investment advice
firms, on the other hand, are large
businesses and becoming larger,
given they operate in global markets
and provide time-related advice,
including reaching out to thousands
of clients instantly for capital raisings
and rights issues. Efficiency in
larger firms is generated through
active oversight by compliance
departments.
SAFAA is continuing to consider
the draft bill. n

Stockbrokers and Financial Advisers Association
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POLICY & REGULATORY ISSUES

Changes to capital rules for market
participants

A

SIC has now released the updated Market Integrity Rules
that include the changes
to the Capital Rules for market
participants.
The Capital Rules can be downloaded from the Federal Register of
Legislation.
There are currently 33 market participants impacted by the changes.
Following a 12-month transition
period, market participants will be
required to comply with the Capital
Rules from 17 June 2022. Market
participants may wish to opt into the
Capital Rules before 17 June 2022,
by providing written notice to ASIC.
Upon opting in, market participants
will be required to lodge monthly
risk-based returns through ASIC’s
regulatory portal.
The Capital Rules will:

• move futures market participants

from the existing net tangible asset regime to a risk-based regime,
subject to a minimum core capital
requirement of $1,000,000
• increase the minimum core capital
requirement for securities market
participants to $500,000
• include a requirement to calculate
an underwriting and sub-underwriting risk amount
• simplify the capital requirements
by removing redundant rules and
forms.
As a result of feedback received
from industry, ASIC has:
• introduced an extension of the
proposed transition period from
six to 12 months
• modified the proposed liquidity requirements by replacing the
proposed 12-month cash flow

requirement with a three-month
cash flow requirement, together
with a requirement to maintain a
12-month liquidity plan
• included the ability to offset a
right-of-use asset against a corresponding lease liability, with
the net amount (if positive) to be
treated as an excluded asset
• adjusted various components of
the commodity position risk requirements and FX position risk as
they apply to principal positions.
The changes simplify and strengthen the current capital regime and
follow ASIC’s review of the adequacy
of the current capital regime, the
first since ASIC commenced the
supervision of capital and reporting
requirements in 2011. n

Forward fee disclosure

A

SIC has released an information sheet on ongoing
fee arrangements to provide
greater clarity to financial advisers
and advice licensees on their obligations when providing personal advice
to retail clients.
The law changes relating to forward fee disclosure and consent will
take effect on 1 July 2021.
The Information sheet answers
frequently asked questions about
the obligations that apply to fee
recipients in relation to ongoing fee
arrangements, fee disclosure statements and ongoing fee consents.
The information sheet 256 will
replace Regulatory Guide 245 Fee
disclosure statements, which will be
withdrawn.
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ASIC has also released consequential amendments to Regulatory
Guide 175 Licensing: Financial
Product Advisers-Conduct and
Disclosure. This updated guide
reflects new advice obligations introduced into the Corporations Act following the Financial Services Royal
Commission. It includes an example
of a lack of independence disclosure
statement.
On 11 June 2021, the Government
also announced that a new regulation
will be made to assist advisers with
meeting their existing obligation to
provide a fee disclosure statement
during the transition year. Industry
has reported difficulties generating
an accurate fee disclosure statement
during the transition period of 1 July
2021 to 30 June 2022 as fees are

required to be reported up to the day
before the statement is issued.
To address circumstances where
advisers are unable to report actual
fees in the required time, the regulation will allow financial advisers to
report an estimate of fees for the
60 days prior to the statement being issued. The estimate would be
reported alongside the actual fees
charged for the remainder of the
previous 12 months.
This regulation will only apply for
the transition period. After the transition period, financial advisers will
have 60 days from the anniversary
date to issue their fee disclosure
statements which must report all fees
paid in the previous 12 months.
Links to these documents can be
found here. n

POLICY & REGULATORY ISSUES

Breach reporting and related obligations

S

AFAA provided feedback
to ASIC’s consultation on
proposed amendments to
Regulatory Guide 78 Breach reporting by AFS licensees and credit
licensees to take into account the
new breach reporting regime.
SAFAA’s view is that case studies and scenarios that supplement
ASIC’s general guidance and illustrate key principles as they may apply
to different licensees are extremely
helpful. We have encouraged ASIC
to provide as many case studies
and scenarios as possible in the
Regulatory Guide. We pointed out
that aspects of the breach reporting obligation are new and will be
challenging for some licensees to
implement. Some examples of issues
where case studies and scenarios

would be useful that have been identified by our members are:
• issues identified as part of ‘business-as-usual’ audits of client
files for licensees who provide
personal advice to clients
• the definition of affected clients in
the context of further investigations
• the extent of the scope of the investigation of further clients where
misconduct is detected.
The requirement to report an investigation into whether a significant
breach of a core obligation has occurred that continues for more than
30 days is a new obligation on licensees. We pointed out that additional
scenarios and case studies would
be valuable as this is an area where
licensees will require guidance.

Another new obligation is the requirement to lodge a breach report
in relation to a reportable situation
about other licensee. We voiced
our concerns about how the ‘dob in’
provisions will work in practice and
highlighted the importance of licensees understanding the expectations
that ASIC has about the degree of
knowledge one licensee has about
the operations of another.
We also emphasised the importance of clear guidance on the differences between the obligations
arising under the previous breach reporting provisions and the new ones.
We will let our members know
when the new Regulatory Guide is
released. n

Greater transparency of proxy advice

S

AFAA provided feedback to the
Treasury Consultation Paper
on greater transparency of
proxy advice.
In our submission we expressed
our concerns that the research of sellside brokers would be caught under
any proposed laws. While on its face
the Consultation Paper specifically
identified the four main proxy
advisers (Institutional Shareholder
Services Australia, CG I Glass
Lewis, Ownership Matters and the
Australian Council of Superannuation
Investors) sell-side brokers provide
commentary that would influence
an investor’s decision to vote for or
against a resolution at a company

meeting, including a resolution on the
remuneration report or appointment
or reappointment of directors. This
would result in them being caught up
in the proposed provisions.
One effect of the proposals
would be that a sell-side broker
who prepared an opinion for clients
that voiced concern about the board
or criticised a board-sponsored
resolution or the remuneration
structures of a listed entity — which
could influence the voting intentions
of shareholder clients at general
meetings — would be required to
send the report to the company
before it went to clients. We argued
that a government requirement for an

entity to provide private intellectual
property to a third party that is the
subject of that research outside of
contractual arrangements is entirely
inappropriate. We consider that
the proposal is also in conflict with
ASIC Regulatory Guide 79 that
specifically prohibits the disclosure
of research and recommendations
prior to publication.
SAFAA is of the view that any
legislative reform which undermines
the independence of research has
the potential to disrupt fair, orderly
and transparent markets.
We will continue to keep members
updated on developments. n

SUBMISSIONS: Members can view submissions here

SAFAA ONLINE WORKSHOPS

A Day in the Life of a Trade
POLICY & REGULATORY ISSUES

Thursday 5 August | 11.00am –1.15pm

An excellent refresher for experienced staff and perfect for those in auxuliary roles
(eg legal, IT, HR and other supporting roles associated with stockbroking), this
workshop delves deep into the day of a life of a trade. You will walk away with a solid
understanding of client onboarding processes, the process of share and derivative
trades from order placement through to execution to settlement, sponsorship/HINS,
CHESS messaging, registries and more.
ROBERT TALEVSKI is the Responsible Manager and leads the trade
execution business of Australian Investment Exchange (AUSIEX), a
multifaceted business responsible for the execution and management of
all listed security products across ASX and CHI-X. With over 18 years’
experience across retail, wholesale and institutional channels Robert will
provide great insight into a day in the life of a trade.

Dates & Time (includes 15 min break)
Thursday 5 August, 11.00 –1.15pm AET

Cost
Members $125 | Non-members $175

FASEA CPD Area
Regulatory compliance and consumer
protection 1.0 hour

Technical competence 1.0 hour
To register
Call

02 8080 3200

Email education@stockbrokers.org.au

Register online @ www.stockbrokers.org.au

Market Manipulation &
Other Prohibited Conduct
Tuesday 10 August | 11.00 – 1.15pm
This workshop on the prohibition on creating or maintaining an artificial price for trading
in various financial products, including shares and futures, will benefit all who wish to
gain an understanding of markets and the consequences of breaching obligations.

Designed to suit the needs of financial market professionals from the front and back

office, this is a great opportunity to brush up on your obligations, learn how to protect

yourself and understand the difference between manipulation and ordinary market forces.
PROFESSOR MICHAEL ADAMS is a specialist in Australian corporate law
and international corporate governance. Michael has expertise in financial

services regulation, information governance, consumer protection and the
broader area of legal technology and education. Professor Adams was

Dean of Law at Western Sydney Law School from 2007 to 2017 and from
2019 the Head of the University of New England Law School.

Dates & Times (includes 15 min break)
Tues 10 August, 11.00 – 1.15pm AEDT

Cost
Members $125 | Non-members $175

FASEA CPD Area
Regulatory compliance and consumer
protection 1.0 hour

Professionalism and ethics 1.0 hour
To register
Call

02 8080 3200

Email education@stockbrokers.org.au

Register online @ www.stockbrokers.org.au

REGISTER FOUR OR MORE BY FRIDAY 16 JULY TO RECEIVE A $50PP DISCOUNT!
To access this rate please call 02 8080 3200 or email education@stockbrokers.org.au.
PLEASE NOTE: Numbers strictly limited, please book early to avoid disappointment.

POLICY & REGULATORY ISSUES

Consulting on crypto-asset based ETPs
and other investment
products

A

SIC has released Consultation
Paper 343 Crypto-assets as
underlying assets for ETPs
and other investment products (CP
343), seeking feedback on proposals
about exchange-traded products
(ETPs) that provide retail investors
with exposure to crypto-assets.
Other investment products covered
by CP 343 are listed investment
companies, listed investment trusts
and unlisted registered managed
investment schemes.
AS I C c o n s i d e r s t h a t t h e s e
products have unique features and
risks which need to be recognised
by market operators and product
issuers in performing their functions

and meeting existing regulatory
obligations.
Key areas of focus for market
operators and issuers in CP 343
include:
• identifying crypto-assets that are
appropriate underlying assets
• establishing good practice in
respect of pricing, custody, risk
management, and disclosure.
Given the unique, evolving
characteristics and risks involved
with crypto-assets, ASIC considers
it appropriate to consult widely on the
proposals in CP 343.
While considerable discussions
with stakeholders have already
occurred, this consultation paper

is designed to assist in finalising
ASIC’s positions on good practices
for market operators and product
issuers.
In particular, ASIC would like to
hear if you would be willing to trade or
clear interests in crypto-asset ETPs
(see Section B of CP 343).
Submissions on CP 343 from all
interested parties are welcomed by
Tuesday 27 July 2021. After receiving
submissions, ASIC will consider
stakeholder feedback and issue a
feedback report. ASIC intends to
publish final information on good
practices shortly afterwards. n
Read CP 343

SAFAA committee news
Upcoming meetings of the Stockbrokers and Financial Advisers Association – Committees, Working Groups
and Advisory Panels:
Board Meeting, Monday 12 July 2021
Chair: Brian Sheahan MSAFAA, Morgans Financial Ltd
Compliance Sub-committee Meeting, Thursday 15 July 2021
Chair: Melissa Nolan MSAFAA, E.L. & C Baillieu
DTR Working group, Tuesday 27 July 2021
Chair: Silis Key MeSAFAA, Chi-X Australia Pty Ltd
Audit Committee Meeting, Thursday 5 August 2021
Chair: Michael Tritton MSAFAA, Crestone Wealth Management
Practitioner Member MeSAFAA application approved:
Robert Shears
Retired Master Practitioner Member MSAFAA application approved:
Geoffrey Voller

Stockbrokers and Financial Advisers Association
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BY ANDREW VARLAMOS
Co-founder and CEO, OpenInvest

DEMOCRATISING INVESTING:
How stockbrokers can reach
the next generation of clients
by embracing digital
“The internet threw open
the gates to capital markets
and gave all Australians the
opportunity to participate.”

T

hat comment was made by
Senator the Hon Jane Hume,
Minister for Superannuation,
Financial Services and the Digital
Economy, in her address to this year’s
SAFAA 2021 Conference in May.
As the Minister noted, digital
technology touches everyone. We
increasingly engage with it every day.
There were few sessions or
discussions throughout the
conference that did not consider
digital technology and its impact on
the stockbroking industry. One of
the sessions prior to the Minister’s
speech was titled Digital access to
wealth management: disruptive threat
or golden opportunity?
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Of course, as with digital innovations
that arise in every industry, it’s both
(yes, I concede it’s trite to say that).
It’s a threat to the traditional ways of
doing business, yet there’s a wonderful
opportunity for stockbroking firms to
deliver services to a much broader
audience, at greater scale.
As with digital changes in other
industries, this contest between
threat and opportunity comes down
to a classic race: the time taken
for incumbents to embrace new
technologies versus how long it
takes hungry new entrants to become
established enough to pose a serious
and existential challenge.

A new boom in online
trading (#How hard can it
be?)
The first retail share trade via the
internet was placed in 1992 in the
US (and in Australia in 1997).
Yet it took a combination of the

widespread adoption of social media,
ubiquitous smartphone ownership,
online trading fees collapsing to “free”
(if you ignore the hidden costs) and
COVID, for the world to experience
a new retail share trading boom:
engaging user interfaces, easy profits
for all, meme stocks, and wisdom
delivered in the form of 30-second
TikTok videos. And confetti! A zeitgeist
often encapsulated by the term: the
Robinhood Effect.
But it would be wrong to smirk at
the crazy antics of the kids. First, it’s
not just young people who have taken
to their keyboards and smartphones
to open accounts and trade away;
online share trading has dramatically
increased across every age group.
More important is what technology
allows these new entrants to do.
In the US, all of the major online
brokers now offer zero-brokerage
trading. But they all also offer a range
of more sophisticated, recurringrevenue services, so that as the needs

and wealth of their customers increase,
they can find the service they need,
and never have to look elsewhere.
The largest online broker, Charles
Schwab, manages US$60bn via its
online managed portfolio service (as
at March 2021).
Yes, research consistently shows
online investors are looking for help
(the ASX Australian Investor studies
are a terrific source of data highlighting this), but should anyone assume
that when a generation of investors
who have been digital their entire lives
gets to the point where they want
professional assistance that they’re
going to go offline for it?
That they’re going to travel into
the CBD, ride the lift to a broker’s
20th-floor office, and sit down to
fill out a long and complex application form? Let me respond to that
rhetorical question with two others:
does anyone under 40 go into CBD
department stores these days? Do
you ever see anyone under 70 inside
a bank branch?

Yes, but does it matter?
Young people obviously increase
their investible assets via their own
labours, gradually and over time. But
there is an unprecedented volume of
wealth – some $3.5tr – destined to
move between generations over the
next 20 years. Does it make sense
to be engaging with and serving the
beneficiaries now, or to wait until they
inherit before vying to attract their
attention?
Again, it’s interesting to look
outside Australia to see how other
incumbents are responding to the
threat/opportunity challenge.
The first of the so-called roboadvisers launched in the US in
2008. The big two independents –
Betterment and Wealthfront – have
become quite successful, each
managing close to US$20bn in assets.
Vanguard, the world’s second-largest
asset manager, has attracted over
$200bn into its US digital investing
service.
Yet, perhaps more interesting still:
every major US broker/wealth manager
now has their own digital investing
solution: JPMorgan, Merrill Lynch,
UBS, Morgan Stanley, and as of April
this year, Goldman Sachs.

Advances in technology mean the business logic is powerful: every
stockbroking firm with valuable IP and the self-confidence to stand
behind it, can reach the mass market at scale with their own digital
investing solution.

Where once you might have needed
$5 million (or, in Goldman’s case,
$25m) to access a wealth manager,
these new digital solutions require
nothing more than an internet connection and an initial $1,000 to
invest. They don’t care where you
went to school, what job you do or
who you know.
Each reaching out to the mass
market of consumers, selling their
intellectual property in the form of
managed investment portfolios that
express their various investment
theses, and highlighting the trust,
credibility and expertise embedded
within their well-established brands.
And because their services are delivered digitally, they’re highly scalable
and cost-effective.
Referencing the claims of the
new breed of online trading apps
(paraphrasing Crocodile Dundee):
“That’s not democratising investing!
This is democratising investing!”.
Are these companies focused on
collecting pennies in management fees
on a multitude of $1,000 accounts, or
are they cost-effectively monetising
their IP, and at the same time building
sticky and long-term relationships
with a generation whose wealth is
destined to grow dramatically in the
years ahead?
Their public comments suggest
they’re all playing the long game.
And not all of these behemoths are
content to stick to their home markets:
Vanguard has launched in the UK and
is at an early stage in Australia, whilst
Goldmans has also announced plans
to take its digital investing solution to
international markets.
Will Vanguard’s brand and marketing
budget likely have an impact on wealth
management fees, in the same way
they’ve collapsed asset management
fees globally?
Would Goldmans’ online offering be
appealing to an aspirational, brandconscious generation of digital-native
consumers?

The retail investing craze
makes the timing perfect
Advances in technology mean the
business logic is powerful: every
stockbroking firm with valuable IP and
the self-confidence to stand behind
it, can reach the mass market at scale
with their own digital investing solution.
“We’ve been doing this for xx years
– we know what we’re doing…simply
click here” is a simple yet powerful
message to those retail investors who
recognise their limitations and are
looking for help. Which in our view
is most retail investors. Or to put it
another way:
“Buying shares has never been
cheaper or easier – knowing what to
buy has never been harder”.
The immediate revenue streams
may not be huge – although because
the service is delivering existing IP,
digitally, costs are low, and such a
service can become profitable very
quickly. More importantly, as wealth
levels inevitably increase, today’s
minor digital client can quite quickly
become tomorrow’s treasured high
net worth.
And as per my reference to
threats and opportunities at the
start of this piece, it’s surely logical
to start building these relationships
before a well-funded and ambitious
group of new entrant online trading
platforms expands into digital wealth
management, thereby cutting off the
supply of next-generation clients.
And before major global brands
fully establish their digital investing
services in Australia. n

OpenInvest configures and deploys white
label digital investing solutions for its
partners, allowing them to offer their own
portfolios and associated content, in their
branding, to their audience, in their way.
You can find out more about the OpenInvest
digital platform at openinvest.com.au/
whitelabel.
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BY IRESS

THE SWINGING PENDULUM
Navigating private wealth
management’s state of flux
If you heard Michael Blomfield (chief commercial officer, Iress) speak at the SAFAA 2021 Conference,
you’ll know he’s nothing short of knowledgeable—not to mention engaging. Here, Michael takes us on a
journey down the rabbit hole of private wealth management, offering his take on the current and future
state of the industry from his vantage point in the box seat of fintech.
Private wealth management
today, what are you seeing?
Put simply: the industry is experiencing
significant transformation. It’s now
about putting the client first, rather
than the market. And then it’s about
knowing who the client is in totality. Is
it just the person you speak with each
week, or is it also their partner and

kids, and their trusts? In reality, it’s all of
them. Private wealth managers need to
get a 360-degree understanding that
the full client relationship has to be at
the centre of their value proposition. It’s
now so much more than a conversation
about what to buy and sell today—it’s
about how we can produce advice
to fit the full set of needs that clients
have over their lifetime.

How long can private wealth
managers wait before
jumping on the digital train?
Oh, probably about another three
minutes! In all seriousness, most
people looking to invest their money
somewhere are engaging first and
foremost in the digital online world.
What does that mean? Essentially

Stockbrokers and Financial Advisers Association
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we’re talking about the smartphone.
Anything that doesn’t ultimately
have that device at the centre of
the proposition is missing the point.
Having a ‘somewhat’ mobile-optimised
offering for portfolio reporting isn’t
going to cut it. You can’t have people
constantly flipping their phones around
to landscape and trying to zoom in—
it’s just not going to work.
It’s about understanding how to
deploy a sophisticated, genuine private wealth proposition into a digital
environment—one that powers the
relationship. Because nobody wants
to fill in a form, find a scanner, or wait
in a queue. That’s the digital challenge
for private wealth. Understanding
how to embrace it in a way that adds
to the value proposition but doesn’t
replace it.

Years ago, the market was at the centre of
the advice proposition—today it’s the client.
Now you can understand a client’s portfolio
and have their multiple portfolios interact
with each other—that’s the only way to
manage total wealth.

So, is there a sweet spot for
digital client engagement?
Historically, firms have invested in
core technology—what I would call
achieving competitive parity. Meaning
when regulation changes, they’re
all investing in the same thing. So,
what’s left for investing in technology
to gain a competitive advantage? Not
a whole lot.
The industry should be thinking
about how we plumb the system
together to take away all of the competitive parity obligations and rent it
back to private wealth businesses as
infrastructure. Doing this leaves the
capital they used to spend on competitive parity available to spend on
competitive advantage.
What is that competitive advantage?
Tech plays a part, of course, but it’s
not first in line. What’s first is people.
We’re talking about private wealth—
so if the person answering the phone
has little-to-no bedside manner, then
they’re out of business. That’s the real
competitive advantage—your people,
and how well they’re trained. Once
that’s sorted, then we can talk tech.
And the technology might be
straightforward, like integrating with
an automatic call distributor that tells
the broker which client is calling, so
they can answer the phone using
the client’s name. Or it could be an
integrated desktop, so it surfaces
the whole client file at the moment
of their phone call. This is what a
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client-centred relationship looks like—
and that’s the sweet spot.

And the future of private
wealth?

Are high-net-worth
individuals (HNWI) being
adequately serviced?

Years ago, the market was at the centre of the advice proposition—today it’s
the client. Now you can understand
a client’s portfolio and have their
multiple portfolios interact with each
other—that’s the only way to manage
total wealth.
So we’re on the way, no question
about it, and I think we’re doing decent
work to drive the client relationship
to the very centre of the interaction,
technologically.
Lasting change takes time, however.
It’s a process that’s not done and
dusted in one fell swoop. Focusing
businesses on harvesting their capital
to compete, rather than keeping up,
will free up enormous innovation and
will ensure more and more that the
client, in all their uniqueness and
complexity, is at the centre of the
relationship. And that will be well
worth the investment. n

Generally, HNWI have a wide range
of assets and they get their data from
a variety of places. They likely do
this via their smartphone, so they’re
navigating through a host of different apps at the end of every month,
finding values for their cash, super,
SMSF, properties, and family trust—
plus their non-custodial assets. Then
they are plugging all of this data into a
spreadsheet to figure out what they’re
actually worth.
So, what’s the problem with that?
Well, aside from being a massive
inconvenience; what do you do with
private equity? Where does it go?
How do you aggregate all assets to
one central point? A private wealth
manager can be this central point, but
they need to get their business right.
As a private wealth manager, you
need to avoid the risk of being just
another datafeed, and instead, turn
this need into an opportunity: Help
your client get a better sense of their
actual value.
When we really look at it, it’s easy
to see that the total needs of these
clients are far from being met.

Visit iress.com/privatewealth to learn more
about how private wealth managers can
increase efficiency with the right software.

6.0 FASEA CPD
hours available

**Only 2 sittings to go**
TAILORED SPECIFICALLY FOR
SAFAA

About Cram 4 Exam
Cram 4 Exam is a practical and intensive FASEA exam
preparation program.
It was established by Bronny Speed, B Ed, FCA, CFP,
Founding Director – AccountantsIQ, Financial Advice
Leader - Chartered Accountants ANZ and qualified maths
teacher - to provide advisers with the best possible
chance of passing the exam.

The final Q&A session has proven to be a popular part of
the program as it provides a final forum for participants to
discuss any aspects of the exam including:
•
•
•
•
•

This help is more important than ever, as all
advisers must pass the FASEA exam by 31st
December 2021

Exclusive to Stockbrokers and Inv advisers
This series has been tailored specifically for Stockbrokers
and Investment Advisers and will focus on areas within
the course material not used on a day-to-day basis.
Having successfully passed the exam herself, Bronny is
well-placed to guide advisers through the exam
preparation process.
This series teaches you:
1. The course material and
2. How to sit for the exam itself
to give you the best possible chance of passing
Bronny will deliver the essential practical and theoretical
knowledge to ensure your exam preparation course is
informative and relevant.
She will also work through exam methodology to give you
the best possible chance of passing in either of the next
sittings in September and November.
Bronny Speed
B Ed, Grad Dip Acc, FCA, CFP

Founding Director - AccountantsIQ
Financial Advice Leader - CA ANZ

See here for testimonials >

Course Inclusions
•
•
•
•
•
•

Introductory webinar – how the series is structured
E-copy of slides covering course material
3 x 1.5 hour webinars incl unfamiliar course materials
matched with practical exam-like case studies
Help with FASEA’s practice exam
Final Q&A prior to sitting the exam
6.0 FASEA CPD hours

Key concepts ‘likely’ to be examined
Varying methodologies to actually ‘do’ the exam
Reminders on ‘how to’ answer various questions
Suggestions to gain ‘easy marks’ quickly
Time management skills

Designed for professionals who…
•
•
•
•
•

Are time poor and want guidance in key issues
Are really anxious about passing
Want FASEA’s reading material in a concise format
Will be motivated if they make a time commitment
Gain confidence from group learning

Preparing for exam sitting #14: 9–14 Sept 2021
July/Aug Course Intro webinar: Mon 26 Jul 4.30 -5.00pm
Series masterclass dates:
Monday 2 August 4.30 – 6.00pm
Monday 9 August 4.30 – 6.00pm
Monday 16 August 4.30 – 6.00pm
Follow-up Q&A date: Mon 30 August 4.30 – 5.30pm

Preparing for exam sitting #15: 4-9 Nov 2021
Sep/Oct Course Intro webinar: Mon 20 Sep 4.30-5.00pm
Series masterclass dates:
Wednesday 27 September 4.30 – 6.00pm
Wednesday 6 October 4.30 – 6.00pm
Monday 11 October 4.30 – 6.00pm
Follow-up Q&A date: Mon 25 October 4.30 – 5.30pm

Enrol & further information
Enrol now at https://accountantsiq.com.au/cram-4-exam/

We strongly encourage you to enrol for:

1. FASEA #14 September Exam
2. Jul/Aug 2021 Cram 4 Exam course
With FASEA 30% exam fail rate, you need to allow
time to re-sit the exam, before it’s too late!

Cram 4 Exam courtesy of AccountantsIQ | www.accountantsIQ.com.au | https://accountantsiq.com.au/cram-4-exam/
Contact Bronny Speed: m: 0417 062 616 | e: bronny@accountantsiq.com.au

BY SILVANA ECCLES
Education & Operations Manager, SAFAA

ETF survey
Since their introduction, ETFs have grown to become one of the most popular products in the global investment
industry. As we wished to gain insight into our industry’s long-term view of ETFs and their usage in client
portfolios, in conjunction with our education partner BetaShares, in June we conducted a survey. Four lucky
winners were drawn to win one of four $200 Red Balloon vouchers. Congratulations to the following winners.

WINNERS

9 Grace Hu, WealthHub Securities

9 Matthew Skender, CommSec

9 Mike Munro, Euroz Hartleys

9 Mark Stokes, Crestone

Key findings
A total of 142 responded to the
survey. Below is a summary of the
key learnings.
When selecting ETFs, respondents
identified that the ETF issuer is the
most important factor followed by
index methodology and historical
performance. Tracking error was
ranked as the least important factor.
In terms of clients’ ETF usage, 75%
of respondents expect this to increase
over the next 12 months, 24% expect
it to remain the same and less than
1% expect the use to decrease. The
three top categories selected were
international equities, thematic ETFs
and ethical/ESG ETFs.
Just less than half of the respondents indicated that 11-30% of
their client base utilise ETFs in their
portfolio, 21% indicated that less
than 10% usage and 12% indicated
a usage between 51-70%. Of those
clients who use ETFs, 40% indicate
that ETFs make up 11-30% of their
overall portfolio and 33% indicate it
is less than 10% of their portfolio.
Respondents access a range of
asset classes and strategies through
ETFs for their clients with global equities (76%) being the most popular,
followed by Australian broad market
equities (53%) and both ethical and
domestic equities (36%).
As expected, the three top ETF
providers were BetaShares (80%),
Vanguard (72%) and iShares (71%).
When asked where information about
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new strategies, trends and products
across the ETF market was sourced,
65% identified website, 59% email,
27% face-to-face meetings, 9% phone
calls and 11% ‘other’ with answers
most commonly referring to in-house
research.
In in response to what ETFs that
are not currently available would

respondents like to see in the
Australian market, the majority of respondents indicated cryptocurrency.
Overall whilst respondents indicated that ETFs have a role within
their clients’ portfolios to gain sector
specific exposure, particularly offshore
markets, concern with transparency,
risk and liquidity were also noted. n

When selecting ETFs, please select and rank the following in terms
of importance (with 1 being most important and 7 being least)
6

Score

5
4
3
2
1
0

EFT issuer

Historical

Management
fee

Index
methodology

Trading
volume

Trading
spreads

Tracking error

Of those who use ETFs, what proportion would ETFs make up
of their overvall portfolio managed by you?
45%
40%
35%
30%
25%
20%
15%
10%
5%
0%

Responses

<10%

11-30%

31-50%

51-70%

71-90%

91-100%

SUPER SNIPPETS | by Peter Grace

How long
will you
live?
Every five years the Government Actuary publishes new life expectancy tables. Over the past 50 years these
have shown Australians are living longer. Most people rely on superannuation to fund their retirement and
being able to estimate how long you will live is a key part of retirement planning.
Life expectancy for a retiree.
The 2005-07 tables showed the
average life expectancy of a 65
year old man was 83.54 years. By
2015-17, it had increased to 84.86
years and it is predicted to be higher
still when the 2021-23 tables are
published.
For a 65 year old woman, average
life expectancy in 2005 was 86.62
years and had increased to 87.47
by 2015.

The older you are - the
longer you can expect to
live.
Average life expectancy increases as
you age. If a 65 year old man lives to
age 80, the average life expectancy
will increase to 89.02 years (more than
4 years longer). A 65 year woman who
lives to age 80 will have an average
life expectancy of 90.45 years (an
increase of almost 4 years).

What do the tables NOT tell
you?

Why does life expectancy
matter?

The life tables show the average life
expectancy for males and females at a
given age. They are not predictions for
an individual. There is a 50% chance
that an individual will live longer than
these ages and 50% chance they will
live a shorter life.

In retirement planning, life expectancy
is one of the great unknowns. It is
critical in estimating how much will
be required to fund a comfortable
retirement or to ensure a planned
legacy to family.
Take a couple who are both aged
65. If they assumed they would live
to age 85, there is a good chance
the money will run out before both
of them die. Even planning to age 90
may not be sufficient.
The second message from these
figures is that retirees are long term
investors. A person who retires at age
65, has a potential investment time
horizon of 25+ years. Conventional
wisdom argues that retirees should
invest more conservatively to preserve
capital.
Longer life expectancies make this
view obsolete. Retirees need growth
investments to ensure their capital
last as long as they do. n

Factors to estimate
individual life expectancy.
Determining an individual’s life
expectancy needs more than just
age and gender. Key factors are:
• Health, nutrition and lifestyle.
• Family history because genetics
play a role.
• Housing quality and location
because secure and comfortable
accommodation has a positive
impact on longevity.
• Education and occupation because
smarter and wealthier people
have the resources to look after
themselves better.
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FASEA-Approved

For SAFAA Members
"QUT’s tailored bridging course
ensures that SAFAA members meet
their FASEA compliance obligations
while also engaging in education
which is relevant to their jobs and
meaningful to their clients.”
- Judith Fox, CEO of SAFAA

This 8-week online course has been designed
to fit into your work schedule, and is delivered
as a fully supported, directed learning
experience. QUT's team of qualified and
industry-experienced facilitors, will deliver an
intensive and rich experience to help you:
·
·
·
·

Next intake
27 September
Cost: $1,700
(GST not applicable)

CRICOS No. 00213J

Develop your knowledge
Satisfy FASEA’s education requirements
Build networks and connections; and
Create a pathway for future learning via
QUT's Graduate Diploma in Business
(Financial Planning).

Get started today
Call
Email

07 3138 1089
gsz458enq@qut.edu.au
qut.edu.au/qutex

