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Today’s investors are demanding adwce-an'd'informétion anywhege and
anytime, and there is a vast amount of information at their fingertips.
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THE SMSFE
INVESTOR

THE NEED TO BE IN THE DRIVER’S SEAT

With an ultimate need to control their own investments, an
investor’s decision to run an SMSF is multi-layered; based on advice
from their accountant, to save money on fees, more involvement
with investment selection —along with the overwhelming belief
that they can perform better than super fund managers.

While most SMSF investors are in retirement, there is a growing
number who are in retirement, yet working in a professional
capacity on the side.

A SNAPSHOT OF SMSF TRUSTEES
is the average balance
s 10 sm (up from $1.4min 2015)
63 is the average age
(up from 61 in 2015)

z 50/ set up their SMSF
O in the last 3 years...

56%

0% have more control ~ 100%
over their investments

32%

0% choose specific 100%
shares in which to
invest

L 31%

0%  save money on fees  100%



*

4. T BUACK SKYFAETS

ST : .' :° is the total return that SMSF Trustees expect for the
307/0 S&P/ASX All Ordinaries Index this year, yet...

M A 10 90/ is the return that SMSF Trustees expect for their own
R ° O portfolio this year (6% capital growth and 4.9% income)
s 2 is now the goal before they retire
m (down from $2.1m last year)
7 20/ say they are on track
O +to achieve this goal

100/ more time is now spent on managing
0 and monitoring their portfolio
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GOALS AND TARGETS

Just under half (48%) of SMSF Trustees
say that their aim is to have a fully
diversified portfolio

yet more than 50% of their portfolio
is invested in just one investment type
(outside of managed funds)

and 30% have over half their portfolio
invested in direct equities alone.



~ GOALS AND TARGETS

BLACK SKY THINKING - THE HIGH RISK OF PORTFOLIO CONCENTRATION

So it would appear that many SMSF Trustees — perhaps as high as 50% —
are exposed to significant portfolio concentration risk.

If this continues and they don’t diversify their SMSF portfolio properly, it
could mean that many may struggle to achieve their retirement goals.

And with 76% of SMSF Trustees also saying they don’t use any tools to
help them with portfolio construction, there certainly appears to be the
need for a strategic adviser to help them build and implement a robust
and well-thought out investment strategy.

THE ADVICE OPPORTUNITY — THE NEED FOR A STRATEGIC ADVISER

This presents an opportunity for financial advisers to help SMSF Trustees
through reviewing their portfolio strategy, and assessing their investment
portfolio in line with their goals and targets.

Financial advisers also have an educational role to play in relation
to portfolio construction, in particular, the importance of true
diversification.

Research shows that it is asset allocation (not stock selection) that drives
a portfolio’s long-term return.




INVESTMENT APPROACH

THE CONTINUING
MARKET VOLATILITY
HAS SEEN SMSF
TRUSTEES MAKE
SIGNIFICANT
CHANGES TO THEIR
PORTFOLIOS.

However,
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Q We found that
many are becoming
more defensive, with 55%
moving to a more defensive
asset allocation (up from 53%
last year), while 23% sold
their assets for cash (up
from 16% last year)

those who
became more
defensive also did
so to focus more
on generating

income.
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There are, however,
some that remain
positive about future
market performance, with
18% making changes to be
more aggressive (up from
13% last year).

THIS RAISES AN IMPORTANT QUESTION...

As you'd expect,
those who were
more aggressive
did so to generate
growth.



INVESTMENT APPROACH

18%

0% market 100% ()
volatility

BLACK SKY THINKING: AN ADVISER’S ROLE AS A VALIDATOR

The different way SMSF Trustees see investment markets highlights that
there is no ‘one size fits all’approach when it comes to portfolio construction.

In line with their desire to have control over their investments, 52% of
SMSF Trustees surveyed described the relationship with their adviser as
a ‘validator’.

So rather than focusing on specific recommendations, advisers re-framing
their role through offering more investment guidance and technical
assistance could be one way to engage with SMSF Trustees in the future.

11%

investment 100% 0%
selection

10%

regulatory
changes

THE ADVICE OPPORTUNITY — BROADENING THE SERVICE OFFERING

It is very clear that many SMSF Trustees do need help, especially
around portfolio construction, understanding regulatory requirements,
compliance and taxation.

And with 59% saying there are areas where they would like to receive more
financial advice, this provides further opportunities for advisers, either
within their own business or through partnerships with other specialists.




INVESTMENTS

A GROWING
APPETITE FOR

AUSTRALIAN
FQUITY FUNDS 4%

30% of SMSF Trustees found their most
recent managed fund investment from
their financial planner. - A%

100%

SMSF Trustees continue to find managed

funds attractive, with 47% investing
around $280,000 in them. /\
We also found SMSFs are typically 369%

citing fewer hurdles to investing in
managed funds (2.9 hurdles to investing,
down from 3.5 hurdles last year).




INVESTMENTS

BLACK SKY THINKING: BUILDING ON THIS GOODWILL

There is an increasing appetite among SMSF Trustees to

invest in Australian equity funds, both active and passive.

This provides a significant opportunity for financial
advisers to be more proactive in recommending high
quality unlisted managed funds, as well as introducing
SMSF Trustees to the increasing range of passive and
active exchange traded funds (ETFs).

Demand for equity income funds is also rising, which
could suggest that SMSF Trustees are now more open to
investing in equities to generate income in retirement.

THE ADVICE OPPORTUNITY: A FOCUS ON INCOME

Being able to offer SMSF Trustees new income options,
outside of cash and term deposits, will become more
important, as the average age of SMSF Trustees gets
closer to 65.




ADVICE AND SUPPORT

62% of SMSF Trustees with unmet advice needs would see a financial adviser.

A clear theme from our research was that three out of five SMSF Trustees
have unmet advice needs, with there being a growing preference for
comprehensive advice (20%, up from 18% in 2015).

THE FACTS

The areas in which SMSF Trustees would most like to receive
advice are around:

19%

INTERNATIONAL
EXPOSURE

37%

RETIREMENT
STRATEGIES

28%

INVESTMENTS

19%

ESTATE
PLANNING

10%

BORROWING
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BLACK SKY THINKING — SHOWCASING ADVICE EXPERTISE

This presents a significant business opportunity for financial advisers —
not only working with the increasing number of SMSF Trustees looking
for comprehensive advice, but for the 62% with unmet advice needs
saying they would turn to a financial adviser.

THE ADVICE OPPORTUNITY — START SMALL, AND BUILD FROM THERE

Providing SMSF Trustees with support and advice on those areas where
they have an immediate need will allow advisers to highlight their value
and increase the scope of the services that they provide over time.
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/A desire for greater control_g-ﬁa transparency over investments, enabled
by technology, is currentJy'reshaping the industry.

Consumer expectatign‘g and behaviours.have changed as technology
advances, with investors now expecting free insights, toolsand
multimedia tog}be' accessible at any time. : :

In Australiaialone, there are now over 100 robo-advice software platforms

that have emerged over the last few years.
.{.i
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ON DEMAND

MORE INVESTMENT
DECISIONS ARE BEING
MADE COLLABORATIVELY

It is also worth noting that SMSF Trustees TOP 3 WAYS THAT SMSF TRUSTEES
are increasingly making decisions in UNCOVERED THEIR MOST RECENT
partnership with another SMSF member, NEW INVESTMENT IDEA:

financial adviser, accountant or stockbroker

—with only 44% making decisions on their

own (down from 52% in 2016).

As highlighted earlier, 52% of SMSF O
Trustees still want validation from their 5 3 /O

financial adviser. 0% own research 100%

19%

0% through their adviser 100%
0% newsletter 100%
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TOP 3 INVESTMENT
RESEARCH TOOLS:

0%

0%

0%

571%

newsletter
subscription

46%

ASX website

46%

daily newspapers

100%

100%

100%



ON DEMAND

BLACK SKY THINKING: COLLABORATION AMIDST
THE TECHNOLOGICAL DISRUPTION

With more and more SMSF Trustees undertaking their own research, and
the proliferation of publishers and robo-advisers, it could be argued that
there is more of a need than ever for SMSF Trustees to join forces with
financial advisers to help them navigate through the SMSF landscape.

THE ADVICE OPPORTUNITY: BECOMING A CONTENT PROVIDER

Not only can financial advisers act as validators for SMSF Trustees when
developing investment strategies and choosing investments, they can
also provide investment advisory and educational content through-their
own communication channels.

1.5




REGULATION AND LEGISLATION CHANGE

REGULATORY
UNCERTAINTY IS A
CEY CONCERN

SMSF Trustees now appear to be spending more time on researching BLACK SKY THINKING:
legislative changes and less on administration (1.2 hours per week, up Providing ongoing support to help SMSF Trustees understand regulatory
R beeck last year). changes is one area for financial advisers to consider, as is creating new

investment strategies around specific events, such as the $1.6 million

And if we dig a bit deeper, we find that the major concerns that SMSF
transfer cap.

Trustees have around legislative changes are too much regulatory

uncertainty (39%), $1.6m transfer cap (19%) and simply keeping up-to- And with 73% saying they also check their SMSF at least once a week,

date with all the changes (15%). there is definitely scope for financial advisers to help them navigate
through the ongoing maze of advice, reporting, news and information.

THE ADVICE OPPORTUNITY: A FOCUS ON STRUCTURING

THE FACTS There is an opportunity for financial advisers to continue to play a key role
in advising SMSF Trustees on how best to structure their SMSF to meet

Inside the investor’s head — 2017 o .
regulatory and legislative requirements.

The specific concerns that SMSF Trustees had around regulatory
change were:

12% 10% 6% 3%

0% changing tax 100% 0% not being up-to- 100% 0% trust deed not 100% 0%  notunderstanding  100%
regulations date with rules and being up-to-date changes inrules and
impacting costs regulations regulations

16



*BetaShares, December 2016
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THE FACTS

With an average investment of $60,000, 6% of SMSF Trustees surveyed
said that their most recent investment was into ETFs, with both current
and future users offering the same reasons for using them:

CURRENT USERS FUTURE USERS

Diversification 80% 69%
Access to overseas investments 56% 52%
Low cost investment 60% 44%

IN WHICH ETFS ARE SMSF TRUSTEES MOST INTERESTED?

Existing ETF users said they were most interested in...

0% International equities 100% 0%  Australian equities ~ 100%
Infrastructure 100% D|versrﬁed 100%

..while those that intend to invest in ETFs have a greater appetite for:
> Australian equities 48%

We also found that a growing number of SMSF Trustees aged 64-69 years
are turning to ETFs for income, as well as capital growth.



BLACK SKY THINKING: AN ETF EDUCATION REVOLUTION

610/ Their own
O research
42 o/ Investment articles/
O newsletters
120/ A financial
O adviser

THE ADVICE OPPORTUNITY: A FOCUS ON EDUCATION

ACTIVE ETFS

3 7 ¢y PERFORMANCE
o

30¢y COSTS
(o

Oy ADVANTAGES AND
29 A DISADVANTAGES

Oy COMPARISONS BETWEEN
28 /O DIFFERENT ACTIVE ETFS

2 60/ HOW ACTIVE ETFS WORK
(o




Based on the key findings and investor needs identified in the Black Sky
Report 2017, we have put together the following resources to help you
and your clients achieve their investment goals:

STRONG INTEREST IN ETFS CONTINUES

Download our white paper: ACTIVE ETFs: what you need to know, so you
can meet your clients’demands to diversify into ETFs.

Watch our video: The Art and Science of Dynamic Asset Allocation which
focuses on the AMP Capital DMKT Active ETF and examples of its dynamic
asset allocation process in action.

REGULATORY UNCERTAINTY IS A KEY CONCERN

Join our webinar: 2017 Regulation and Market Update — On 4th April
2017 AMP Capital’s Dr Shane Oliver and SuperConcepts’ Graeme Colley
will be discussing the outlook for global markets and the impacts of super
regulation changes for SMSFs. Register for this free webinar today.

HIGH GROWTH EXPECTATIONS AND DEMAND FOR DIVERSIFICATION

Watch our video: Have you considered the infrastructure opportunity

for your SMSF? From Melbourne Airport to Angel Trains in the UK, learn
about the assets the AMP Capital Core Infrastructure Fund has invested in
and the value it can provide for SMSFs.

HAVE A QUESTION OR WANT MORE INFORMATION?

Request a call here: One of our state account managers will then
give you a call shortly

Important note: While every care has been taken in the preparation of this document, AMP Capital Investors Limited (ABN 59 001 777 591, AFSL 232497) and AMP Capital Funds Management Limited (ABN 15 159
557 721, AFSL 426455) makes no representations or warranties as to the accuracy or completeness of any statement in it including, without limitation, any forecasts. Past performance is not a reliable indicator
of future performance. This document has been prepared for the purpose of providing general information, without taking account of any particular investor’s objectives, financial situation or needs. An investor
should, before making any investment decisions, consider the appropriateness of the information in this document, and seek professional advice, having regard to the investor’s objectives, financial situation and
needs. This document is solely for the use of the party to whom it is provided. © Copyright 2017 AMP Capital Investors Limited. All rights reserved.


http://www.ampcapital.com.au/smsf-suite/thank-you/ebook/exchange-traded?utm_medium=email&utm_source=blacksky&utm_campaign=smsf
http://www.ampcapital.com.au/smsf-suite/articles/2016/december/dmkt-explained-global-access-long-term-objective?utm_medium=email&utm_source=blacksky&utm_campaign=smsf
https://attendee.gotowebinar.com/register/5743963474015296513
http://www.ampcapital.com.au/smsf-suite/articles/2017/march/have-you-considered-the-infrastructure-opportunity?utm_medium=email&utm_source=blacksky&utm_campaign=smsf
https://www.surveymonkey.com/r/QH9GQ38
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AMP CAPITAL

AMP Capital has created a suite of managed
funds tailored specifically for the SMSF market,
providing your clients with an opportunity to
invest in funds that are not usually available
to individuals. Whether your clients want to
diversify into property, corporate bonds or
infrastructure, our research shows that

there’s a big opportunity for you to satisfy

this growing need.
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