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-1- ASYSTEM AND METHOD FOR ANALYSING RISK ASSOCIATED
WITH AN INVESTMENT PORTFOLIO 5 Field of the Invention The
present invention relates to a system and method for analysing risk
associated with an investment portfolio. 10 Background of the Invention
Risk is involved in any decision when the outcome of that decision is not
certain. Different people are comfortable, with different levels of risk. A
person's risk tolerance is the level of risk within which he or she is
comfortable in making a decision. 15 Risk aversion typically prevents an

investor, for exam Ig ﬁlchiﬁﬂ E’Pﬁﬁ?ﬁf&ﬁ%& g rwise
achieved 'fﬁ'isﬁ% PAT Baﬁﬁ% liﬁf%‘jfe Y$65 o

risk aversion yplca preven S a person from exposmg mselves to
levels of risk beyond his or her risk tolerance level. An investor, for
example thereby faces a double challenge. 20 Firstly, in making an

CGHT e}tﬁlglﬂlgvn?le%ﬂmgful assessment of their willingness to accept risk as

rh%y‘rrercerve‘lt—ge ondly, in evaluating both what he already has in place

and the alternatives now offered to him in terms of his risk tolerance.
ial pl n f S . .

D b D MRS pocred with an
tolestineat lpeetfoliporder to properly do this, the financial planner needs to
assess the risk tolerance of the investor and make financial decisions that
achleve good results without exceeding the risk tolerance of the investor.

skigngudl 4 verigessment of an individual's risk tolerance is a
challenge because of the intangible nature of the attitudes, value,
motivation and preferences it entails and 30 because of the potential for
Ridcammusnivedion vehendgisiessingsudhantaimgiblesof-draedamplen an not certain.
jﬂl\f?ég?lr[ pé%%%%&%%%ﬁpdﬂ@feﬁﬁév%ﬁt SRR, O%FB&Q&W Rk tolerance is
make money because the financial planner determined that'an
thedstphenrisiasy dbijowdithdie psighe is comfortable in making a decision.

Risk aversion typically prevents an investor, for example, from achieving what they would
have otherwise achieved if the outcome of a financial decision was certain. Conversely,
risk aversion typically prevents a person from exposing themselves to levels of risk beyond
his or her risk tolerance level. An investor, for example, thereby faces a double challenge.
Firstly, in making an accurate and meaningful assessment of their willingness to accept
risk as they perceive it. Secondly, in evaluating both what he already has in place and the

alternatives now offered to him in terms of his risk tolerance.

Financial planners, for example, can assist in making investment decisions that maximise
financial gain whilst not exceeding a risk tolerance level. In order to properly do this, the
financial planner needs to assess the risk tolerance of the investor and make financial
decisions that achieve good results without exceeding the risk tolerance of the investor.
Making an accurate assessment of an individual’s risk tolerance is a challenge because of
the intangible nature of the attitudes, value, motivation and preferences it entails and
because of the potential for miscommunication when discussing such intangibles. For
example, an investor may be disappointed when they miss out on an opportunity to make

money because the financial planner determined that an investment was beyond their risk
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tolerance level when, in fact, the investor would have taken the risk if their
risk tolerance level was better understood. Master Trusts and Wrap
Account are examples of software platforms that financial 5 planners
typically use to assist them in making decisions on their client's
investment portfolios. These software platforms provide qualitative and
quantitative analysis tools for financial planners and offer services such
as: 1. Client basic database systems; 10 2. Portfolio constructions of fund
managers; 3. Investment research on underlying fund managers; 4. Back

am administrative service; 5..Manthly newsletter; 6. C nsoliga' n of .
T R e AL R i oterance
e tiondet gaftwalarspdatforms may not adequately address the
above-described double challenge of an investor. 20 It is generally
desirable to overcome, or ameliorate, one or more of the above described
Msstdvahtagesqrol (W etpeastpuovides acusafplealtef native aupiatBnynsf that financial
%Eé’:?ﬂ%ﬁ‘?Q?/%?cgﬁlgcﬁ&r%”%s"’s‘{'tt}l@ Oiﬂeﬁﬁﬁ%%td%%ner%ﬁeH%éi'?"&ﬁ‘é'&% investment

ere Is provided a system for analysing risk associated with an
vdstmentlpostfolitt whimrpintiestar psaiddsygtehtamotuatid guangdatsvioanalysis tools for
ARASRIBAMURELIGAck (odisglay,n a user terminal, said user
Interface showing a |str|%ut|on of assets of each investment of the
investment portfolio over one or more asset classes and showing the
distribytion Of@%éﬁtﬁa%}/ceazﬁ%gs%%?ﬁé ore asset 30 classes of a
benchmark risk category representing the risk tolerance level of the
investad. PreRayufNiothensiseetions fideshowsagessproportion of the
investors assfis ARCARALREREH diullKTSIIEN Al fyestment
portfolio over said one or more asset classes. Preferably, said user
interfade shoWacheosumrpdiine progoriories; the investors' assets

5. Monthly newsletter;
6. Consolidation of client's reports; and
7. Custodial collection of asset based fees.

The mentioned software platforms may not adequately address the above-described double

challenge of an investor.

It is generally desirable to overcome, or ameliorate, one or more of the above described

disadvantages, or to at least provide a useful alternative.

Summary of Invention

In accordance with another aspect of the present invention, there is provided a system for
analysing risk associated with an investment portfolio of an investor, said system including
means for generating a user interface for display on a user terminal, said user interface
showing a distribution of assets of each investment of the investment portfolio over one or
more asset classes and showing the distribution of assets over said one or more asset

classes of a benchmark risk category representing the risk tolerance level of the investor.

Preferably, the user interface shows the proportion of the investor's assets allocated to each



10

15

20

25

30

allocated to each investment of the investment portfolio. 5 In accordance
with another aspect of the present invention, there is provided a system
for managing an investment portfolio of an investor, said system including
the above described system for analysing and including means for use in
adding an investment to investment portfolio. 10 In accordance with
another aspect of the present invention, there is provided a system for
managing an investment portfolio of an investor, said system including the
above described system for analysing and including means for use in

remc V|n an Hvestm [rom %hle mvestm%nt ortfolio, 15 In accordance
1nV ho the mv %n Ort OVEr Sal € O MMOTe asset classes
Wlt ano er aspect o Bresen invention, there Is provide asystem

for creatlng an mvestment portfolio for an investor, said system for

ng th s of: orising. the investor as gne of Iur it '
D e e e O 8 R B TR Btors assers
dispkydobzademivesnfaee otz usesstereninzirtiodio20 user interface

showing a plurality of investments and including means for selecting

investments for inclusion in the investment portfolio; (c) generating further
mmqm@mmamrmmaymmmmmnmm tharsaidpigseded a system for

Qﬁ' Sad:a0 %ﬁ-ﬁﬁ LGRS SQ?"{H}QSE'&? digfgb %?&r?flﬁéﬁﬁfﬁlgf the above

eac Investment ei vestment portf 10 over one or more asset
dtasgbedasihiainofob ahidysing andistridudiog ofcssefsrover waidldng on investment to

g&rﬁgﬁpé&lqgﬁgs of said benchmark risk category representing the risk
rancel vel of the investor. Preferably, the user interface shows the

proportlon of the investor's assets allocated to each investment of the

1%%%%%%9%@8'%8%%& 2@%%&%‘% H{Grg%geﬁllsﬁg;eﬁ%eﬁlegg 1anrov1ded a system for

accordance with anot ect of the present invention, there'is provide
navgpgtein-4investment portfolio of an investor, said system including the above

described system for analysing and including means for use in removing an investment

from the investment portfolio.

In accordance with another aspect of the present invention, there is provided a system for

creating an investment portfolio for an investor, said system for performing the steps of:

(a) categorising the investor as one of a plurality of benchmark risk categories;

(b) generating user interface data for display of a user interface on a user terminal, the
user interface showing a plurality of investments and including means for selecting
investments for inclusion in the investment portfolio;

(c) generating further user interface data for display of another user interface on said
user terminal, said another user interface showing the distribution of assets of each
investment of the investment portfolio over one or more asset classes and also
showing a distribution of assets over said one or more asset classes of said

benchmark risk category representing the risk tolerance level of the investor.

Preferably, the user interface shows the proportion of the investor's assets allocated to each

investment of the investment portfolio over said one or more asset classes.

In accordance with another aspect of the present invention, there is provided a computer
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program for analysing risk associated with an investment portfolio of an
investor, said program for performing the step of generating a user
interface for display on a user terminal, said user interface showing the
distribution of assets of each investment of the investment portfolio over
one or more asset classes and also showing a distribution of 5 assets
over said one or more asset classes of a penchmark risk category
representing the risk tolerance level of the investor. Preferably, the user
interface shows the proportion of the investor's assets allocated to each
AR S e SR RO YL QIR IR AH v, s
progrenioivnptiréimviegtohs assetsd allocateto each invasiarefvofliigay on a user
(Dyesiment oo Jn.aecarlonae it PRl ASPactol IICRIESENkment of e
Invention, there is provided a con%puter program for managing an
invesstmesahtpootfifbilio ofearpinvestmgrsaidseoripsser pndgrbm sbovwpegierdisigibution of
5@&%“??%0%%'&%%9Po‘fen?(?r%‘:{l's?@tdc‘f&’s@‘e%“é?fapé&%ﬁkllﬁ‘aﬁi”%&%?rmo'P }v%%eseming the
step o adgllng an investment to Investment porttolio. In accordance with
aslothkeraspdevdfdhthpiesesivinvention, there is provided a computer 20

program for managing an investment portfolio of an investor, said

computer program for performing the steps of the above described

Borfepehby, phogramizintqperfbanwintithiacrtersiioh o€ thovinvger insssstanahicated to each
Om e ERIADLRAUIRIRD ASTRHARGE IR ARBIGL aTRERLQ] the

present invention, there Is provided a computer 25 program for creating

an investment portfolio for an investor, said computer program for

PRIGABINIING S(EPS AEDCABARHDY NP IESIY A% A AUARI AR ors assets
of benchimark risk categories; (b) generating user interface data for
digekigdobeadeinvrstifans ofle iverstarenirgdrtiediouser interface showing

a plurality of investments and including means for selecting 30

investments for inclusion in the investment portfolio; (c) generating further
Iiseedprdafcevithaatotifis pipp ot efnidtheraseel inveraee dresaid ppovided a computer

program for managing an investment portfolio of an investor, said computer program for
performing the steps of the above described computer program and performing the step of

adding an investment to investment portfolio.

In accordance with another aspect of the present invention, there is provided a computer
program for managing an investment portfolio of an investor, said computer program for
performing the steps of the above described computer program and performing the step of

removing an investment from the investment portfolio.

In accordance with another aspect of the present invention, there is provided a computer

program for creating an investment portfolio for an investor, said computer program for

performing the steps of:

(a) categorising the investor as one of a plurality of benchmark risk categories;

(b) generating user interface data for display of a user interface on a user terminal, the
user interface showing a plurality of investments and including means for selecting
investments for inclusion in the investment portfolio;

(c) generating further user interface data for display of another user interface on said
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user terminal, said another user interface showing the distribution of

assets of each investment of the investment portfolio over one or more

asset classes and also showing the distribution of assets over said one or

more asset classes of said benchmark risk category representing the risk

tolerance level of the investor. 5 In accordance with another aspect of the

present invention, there is provided a computer readable data storage

medium, including the above described computer program stored

thereon. 10 In accordance with one aspect of the present invention, there

s providled amealiodof ANaleng Mk @pReciRld W ARIIERIEDF assets of each

portfolio of an mve’stsor, including the steps of. ?a g%neratmg a user

interfaceviotrdisplay dre ansstiteripadifolieevteousesrintenfacesghodases and also

investmients,of e INEAMEN: Beriolio. anapaagig,shaw iSO e of said

15 assets of €ach investment of said Investments over one or more asset

classebgetivbrdistribsitiontedagsetseovetizaiticonskdoleronecalsset ofdbsesvof@r.

benchmark risk category representing the risk tolerance level of the

investor; and (b) determining the degree to which the distribution of assets

bvecxaitarrewithhirethes sepain e ébcopsatinuestthenthemrmegpondisdoa computer
istributio .over saj r I

B A S SRn AN SEart) JE A S S CEREL Brogram sored

therestor, wherein said step of generating a user interface is effected by a

computer program being executed on said user terminal. 25 Preferably,

the user interface shows the proportion of the investor's assets allocated

o eeatrdimgesmiibnond tipdnlestthemrpssfolivy onvigesaibiconésoprmaded a method of

%zatigéﬂgﬁﬁ%sa&%ﬁ{épbﬁtﬁ%ﬂ %ﬁ%&%@&%{%@ H}CAHOEﬁééé}Sr?*ﬁBlﬁfimg the steps

rminhing the degree to which the sum Istribution of assets in

efach asset class of said asset classes of the 30 investments of the

(yestrent periolio corgasngRd ?&%ﬂ@%ﬁ&fﬁ%ﬂ?& QL AssalS &Hg{e‘?&}(‘é%ser interface

corresponding asset class of the asset classes of the benchmark ris
categotiows investments of the investment portfolio arranged to show a distribution of

assets of each investment of said investments over one or more asset classes, the
distribution of assets over said one or more asset classes of a benchmark risk
category representing the risk tolerance level of the investor; and

(b) determining the degree to which the distribution of assets over said one or more
asset classes of said investments corresponds to the distribution of assets over said
one or more asset classes of a benchmark risk category representing the risk
tolerance level of the investor,
wherein said step of generating a user interface is effected by a computer program

being executed on said user terminal.

Preferably, the user interface shows the proportion of the investor's assets allocated to each

investment of the investment portfolio over said one or more asset classes.

Preferably, said step of determining includes the step of determining the degree to which
the sum of the distribution of assets in each asset class of said asset classes of the
investments of the investment portfolio corresponds to the distribution of assets over each

corresponding asset class of the asset classes of the benchmark risk category.
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-6- In accordance with another aspect of the present invention, there is
provided a method of managing an investment portfolio of an investor,
including the steps of: (a) analysing the risk associated with the
investment portfolio by performing the above 5 described method; and (b)
changing one or more of the investments in response to said step of
analysing so that the distribution of assets over said one or more asset
classes of said investments of the investment portfolio corresponds more
closely, or less closely, to the distribution of assets over said one or more
asset classes of the benchmark 10 risk category of the investor, wherein
the step of changing is effected by a computer program being executed on
theusediecmingh imctbeordaadeoivitie ametberiaspeconf tteeprepantided a method of

invention, there.is provid .method of 15 managing.an investment
D o
Ggsociatedywith therinkessorateporifblibdown pestioemtipgrtheliaigvperforming the above
descrit&gc%étg%geﬁ,fo%nglgdsing; and (b) changing the proportion of

investor's assets allocated to each investment of the investment portfolio

8o thatctive glisgringion wbes sétthevey estitcoeivrenprasadoetai@Ostinggesnal ysing so

of Saidtﬁye MR BAMSS p8f]da%s@?r%%?sﬂ¥d 05A§S%r(:l9§(§flé; H}e‘s—)sy?eclasses of said

distribution of assets over said one or more asset classes
benchnmadstisknteate orynot shwdnvestonlwheneisnbedstopof cloaekyingr itsss closely,

effecteg) QHead?QHﬁHISH Riogram BeLNg gregtied %réhgs%ﬁecr]}%?srégiQﬁlthg%enchmark

In accordance with another aspect of the present invention, there is
providettlaaategony of thréritivstpan investment portfolio for an investor,

= eludi _ - st .
ponch e S o AR A0 e AR Feccutcd on
investrifentssotefolioradnd

In accordance with another aspect of the present invention, there is provided a method of

managing an investment portfolio of an investor, including the steps of:

(a) analysing the risk associated with the investment portfolio by performing the above
described method of analysing; and

(b) changing the proportion of investor's assets allocated to each investment of the
investment portfolio so that the distribution of assets over said one or more asset
classes of said investments corresponds more closely, or less closely, to the
distribution of assets over said one or more asset classes of the benchmark risk
category of the investor,
wherein the step of changing is effected by a computer program being executed on

the user terminal.

In accordance with another aspect of the present invention, there is provided a method of
creating an investment portfolio for an investor, including the steps of:

(a) categorising the investor as one of a plurality of benchmark risk categories;

(b) selecting a plurality of investments for the investment portfolio; and

(c) analysing the risk associated with the investment portfolio by performing the above

described method of analysing,
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30 (c) analysing the risk associated with the investment portfolio by

performing the above described method of analysing, -7- wherein said

one of a plurality of benchmark risk categories represents to the risk

tolerance level of the investor, wherein the step of categorising is effected

by a computer program being executed on a user terminal. 5 In

accordance with another aspect of the present invention, there is provided

a method of creating an investment portfolio for an investor, including the

steps of: (a) categorising the investor as one of a plurality of benchmark

risk categories;. (k) selectin raI of in ments for the investme
portfollolgandn 1%%:)0%3%%9@5 r‘[ﬂe%I fnves men porﬂ i]f C%e Sertormin resefﬁg to the risk
above d)é@@nbebbmbﬂfaueahmnagmg whereln said one of a plurallty of
benchmark ris or resents t oIeranc level

vestor I f ke o ey N DO Being executed
program kaisgy ebreuut’éd 15 on a user terminal. Advantageously,

preferred embodiments of the present invention reduce risk involved in

financial planning by increasing an investor's understanding of the level of
hskcassdaiateditvishatheir anp@@tnfetﬂm poefoliol@rBidef hescripporyidethe method of
BuaHgs Bielen e SheInens A Rarealen AfseRede ey of

non |t|ng example‘only, Wlt eference to t e ac ompa Ing drawings
(n)whu&at@g)ﬁsgugélm mwmargmcmmafle lusttagion bfrelprefdrrisd categories;

ﬁig‘t \?v%?i@géﬁn%f AR ANR0 R ARG R RY IR G GRRAIR Aand

(c) managing the investment portfolio by performing the above described method of
managing,
wherein said one of a plurality of benchmark risk categories represents to the risk
tolerance level of the investor,
wherein the step of categorising is effected by a computer program being executed

on a user terminal.
Advantageously, preferred embodiments of the present invention reduce risk involved in
financial planning by increasing an investor's understanding of the level of risk associated

with their investment portfolio.

Brief Description of the Drawings

Preferred embodiments are hereafter described, by way of non-limiting example only, with

reference to the accompanying drawings in which:

Figure 1 is a diagrammatic illustration of a preferred embodiment of the financial
management system connected to a network;

Figure 2 is a diagrammatic illustration of the financial management system shown in
Figure 1;

Figure 3 is a diagrammatic illustration of the director and file structure of the web
application of the financial management system shown in Figure 1;

Figure 4 is a dataflow diagram of the financial management system shown in Figure 1;
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Figure 2 is a diagrammatic illustration of the financial management system
shown in Figure 1; 30 Figure 3 is a diagrammatic illustration of the
director and file structure of the web application of the financial
management system shown in Figure 1; Figure 4 is a dataflow diagram of
the financial management system shown in Figure 1; -8- Figure 5 is a
dataflow diagram of preferred embodimept of a financial management
system for managed funds; Figure 6 is flow diagram showing steps
executed by the financial management system shown in Figure 5; 5

Figures;is,aflo %ac%a%ﬁf&f‘eﬁé%%‘ﬁé’ég I 6'21‘1%%% &8 Eﬁ‘ﬁaﬂ&%ﬂ%ﬁhﬁgmem system
management system shown In Figuré 5; Figure 8 is a screen shot of the
fenformagedéusidrseadsheet generated by the financial management

BY, t§ shown. inEigure 5'hFi re 9.is a scre ho ﬁ)f &he erformance

BRI B Rl o B ASEIER TIhR RGO HIRN nent system
fhigwreid Higguwrd:10 is a screen shot of the performance spreadsheet

%e %?é???abﬂéaedﬁﬁ‘g?n%%'f Q?f%ﬁ‘j?%‘?ﬂé %P(t%‘r?&'éesgg’%ﬁé‘ f'{}lfd%%ﬁem%g ement system
|‘5ure 1'is a screenshot of the performance spreadsheet generate aﬁy
shevimanEighmmanagement system shown in Figure 5; 15 Figure 12 is a

ﬁ%ﬁl%”ssrlgtaofsg}geHGE %r{“@f”ﬁ%lzs.gé?f%&j&ﬁﬁ?é %?P%@s‘l?&%éﬁ&ilﬁﬁ“ﬁ khe financial
management system shown in Figure 5; Figure 13 is a scfeen shot of the
perfagenzande xeanseheeigErgmgtéd by the financial management

E@FM?@‘Q(%%%IQ%%%S?ogjg&gﬁg%rdf&fﬁaﬁ%eSﬁ&é&lﬁh@&t%e)e/lﬁ’e%ft% e financial

eadsheet genera y ncial 20 management System shown in
RinageBeRigisenssimwsonddgwhadt of the risk and asset allocation

IE i %?S%@%@%%QF‘J&P&W SRnlnREAhRRRAGSIRRE SYS RSB N the financial
management system shown in Figure 5;

Figurell is a screen shot of the performance spreadsheet generated by the financial
management system shown in Figure 5;

Figure 12 is a screen shot of the performance spreadsheet generated by the financial
management system shown in Figure 5;

Figure 13 is a screen shot of the performance spreadsheet generated by the financial
management system shown in Figure 5;

Figure 14 is a screen shot of the performance spreadsheet generated by the financial
management system shown in Figure 5;

Figure 15 is a screen shot of the risk and asset allocation spreadsheet generated by the
financial management system shown in Figure 35;

Figure 15 is a screen shot of the risk and asset allocation spreadsheet generated by the
financial management system shown in Figure 5;

Figure 16 is a screen shot of the risk and asset allocation spreadsheet generated by the
financial management system shown in Figure 35;

Figure 17 is a screen shot of the risk and asset allocation spreadsheet generated by the
financial management system shown in Figure 5;

Figure 18 is a screen shot of the risk and asset allocation spreadsheet generated by the
financial management system shown in Figure 35;

Figure 19 is a screen shot of the risk and asset allocation spreadsheet generated by the
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Figure 15 is a screen shot of the risk and asset allocation spreadsheet
generated by the financial management system shown in Figure 5; 25
Figure 16 is a screen shot of the risk and asset allocation spreadsheet
generated by the financial management system shown in Figure 5; Figure
17 is a screen shot of the risk and asset allocation spreadsheet generated
by the financial management system sh@wn in Figure 5; Figure 18 is a
screen shot of the risk and asset allocation spreadsheet generated by the
30 financial management system shown in Figure 5; Figure 19 is a screen

ﬁplgrtl 8£1trr]r?arr1':§ke%%gl agset allﬁg%trllolrg1 I%Qread§_heet generated by the -9-

nancial managemen sf/g%esm shown %ulrfgure 5; Figure 20 is a screen
Elmtrof2hesrisls@nchagsat el doativk spreagshedvganerajeddogiibe generated by the
inancial management system shown.in Figure 5; Figure 21 is a screen
fs.lﬁol%%qt e ris gglﬁg?efgss%t%aﬁg]ggvﬁolr? Sp 3216(%5heet generated by the 5
Firameidll manageraevhsystethsholwand RigeralfdigreR24ddshestrgererated by the
hot of { rifolio. construction interk: nerated by the financial
%nagrllllglgg}-}%aeﬁ%gs%l/%s%ggn%%%nvyr%n“ﬁgérg%%?ﬁ%?ure 23 is a screen shot of the
PientfeliR asnsteustioshirtefftwepshidoloinoRkymei0R i Mignirec 2t isratsdree the financial

f i erated by the financial management 10
%&%&ﬁéﬁgﬁﬁ%ﬁﬁgﬁ I;%i1 ﬁr%gaS is a screen shot generated by the
firzameial marragrememisyistenpstitiin ivkiguesos shoieyshmannafimyees2;
binaccordancsyith dPRULMRNRE NACHAL FIOHES B2 BAEGRunagomen
shot generated by the financial management system shown in Figure 5
stsoemintduvdimiigateds ranked in accordance with a performance

ﬁ . atog; 13 E&%&? &%ﬂ%&ﬁﬁ{%ﬁ%?'{ﬁé gﬁlﬂﬁ&ﬂ?ﬂl%@%ﬁl@ﬂ@%@m shog/n in Figure
management system shown in Figdre 5 showing fund managers ranke
inshevongdnod withaacperiokednteceulibarer VAijure2Bisanserawhcs it

pRAecalsqay dhedinaleial AR s R SYSIEM SHWDIAHOWS R shown in Figure

showing fund managersTtanked in accordance with a fisk indicator;
5 showing fund managers ranked in accordance with a performance indicator;

Figure 27 is a screen shot generated by the financial management system shown in Figure
5 showing fund managers ranked in accordance with a performance indicator;

Figure 28 is a screen shot generated by the financial management system shown in Figure
5 showing fund managers ranked in accordance with a risk indicator;

Figure 29 is a screen shot generated by the financial management system shown in Figure
5 showing fund managers ranked in accordance with a risk indicator;

Figure 30 is a screen shot generated by the financial management system shown in Figure
5 showing fund managers ranked in accordance with a risk indicator;

Figure 31 is a screen shot generated by the financial management system shown in Figure
5 showing fund managers ranked in accordance with a statistical analysis indicator;

Figure 32 is a screen shot generated by the financial management system shown in Figure
5 showing fund managers ranked in accordance with a statistical analysis indicator;

Figure 33 is a screen shot generated by the financial management system shown in Figure
5 showing fund managers ranked in accordance with a statistical analysis indicator;

Figure 34 is a screen shot generated by the financial management system shown in Figure
5 showing fund managers ranked in accordance with a statistical analysis indicator;

Figure 35 is a flow diagram showing the flow of code involved in the portfolio
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Figure 29 is a screen shot generated by the financial management system
shown in Figure 20 5 showing fund managers ranked in accordance with
a risk indicator; Figure 30 is a screen shot generated by the financial
management system shown in Figure 5 showing fund managers ranked
in accordance with a risk indicator; Figure 31 is a screen shot generated
by the financial management system shqt nin Figure 5 showing fund
managers ranked in accordance with a statistical analysis indicator; 25
Figure 32 is a screen shot generated by the financial management system
sho q]re 5 slglowm 'gn agers ranked in accordance with a
ure

f
s?afq sl}l caPa 3%%’%5 ca or; is a screen shot generated by the

Firgameid$ nsam agemerhtosyecte rpostiolam dnnsiguateord ishrfuireggimedamd g gersilternative
r%ﬁ)k%d Cz?nwé rﬁ ﬁtatlstlecnel %«,?tael S| Agv%l%qtlgr Fi “lgure 34isa

screen s ot generatedct) anC|aI anagement sysgfem shown in

Figune 33016 a;howmgstwtcbthamagmb/mmepldn docofdangenaidted by the alternative

%ﬁﬁ% igal.an %g(?{?nngrggg@l% Fﬁl%rfg%% 5,8 flow diagram showing the flow

e invo ort nstruction interface shown in
Figue332s Iélgm@rzsheta)%@nden@h@ﬁ(oﬂd Pertfotitncofsteusticmintebfade alternative

ggmgg}erﬁagg %@%})g@}h t%wfi‘%ﬂ'ﬁlg{f} (Jjéhe financial management

system s |gure 37 iS a scréen shot of an Analysts
Riepmtaﬂtéafrfacecg@nesamddﬁyatﬁ\daketn%@ Jriieeinctakenarsgérhenthe alternative

f¥siemishe a@é&&{g%,gtte?;% igbq,ﬂ{qn% 5.2 Sgreen shot of an Income Yield

Report Inte ce generate e alte native’ financial management
Eigtend8howndreighes 86 am@m«el‘ﬂ@d@ta\g@tele Angerdacst geMariast Wy dtehalternative

%H}E{E?ﬁ%%ﬁﬁéﬂ{% IQ%S[QI% Alistnpdive: Jinaqgial management system

shown in Figure 36; 10 Figure 40 Is a Screen shot of another Market
Hizieh 4tasfacergelerhteapisycitietite aiativaadiiga Actaiomaharisagon generated by a

RYRIGMERBANRID FIUIEa0e ﬁ'l%ff’aéel 5t 29 FROCAUIEPERRHANON e financial

macro economic indicator generated by a Macro Economic Forecasting
maenfzerecof srf@isrnative embodiment of the financial management

FYQI% is another graphical representation of a macro economic indicator generated by a
Macro Economic Forecasting Interface of an alternative embodiment of the financial
management system;
Figure 43 is another graphical representation of a macro economic indicator generated by a
Macro Economic Forecasting Interface of an alternative embodiment of the financial
management system;
Figure 44 is another graphical representation of a macro economic indicator generated by a
Macro Economic Forecasting Interface of an alternative embodiment of the financial
management system;
Figure 45 is another graphical representation of a macro economic indicator generated by a
Macro Economic Forecasting Interface of an alternative embodiment of the financial
management system;
Figure 46 is another graphical representation of a macro economic indicator generated by a
Macro Economic Forecasting Interface of an alternative embodiment of the financial
management system;
Figure 47 is another graphical representation of a macro economic indicator generated by a

Macro Economic Forecasting Interface of an alternative embodiment of the financial
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15 Figure 42 is another graphical representation of a macro economic
indicator generated by a Macro Economic Forecasting Interface of an
alternative embodiment of the financial management system; Figure 43 is
another graphical representation of a macro economic indicator generated
by a Macro Economic Forecasting Interface of an alternative embodiment
of the financial 20 management system; [rigure 44 is another graphical
representation of a macro economic indicator generated by a Macro
Economic Forecasting Interface of an alternative embodiment of the
financial n%anal%ement system; Figure 45 is another graphical

[

management.Sys 5 .. .
representa of & macro economic indicator generated by a 25 Macro

BgonoAdasrosesastisip intenfactedian Siteadstina brisnbdirgentoiitdey an alternative
E&%%B&i%el%%%%e nentRYsank Qﬁé‘ﬁ?ﬁ%é%%%%%‘%ﬁ@ﬁ%@é‘ﬂé’%‘;
representation of a macro ecorfomic indicator generated’by a’Macro

Egorofficshosecastiiyt nferfBodiotiarn aittmetiive lsrbjedirgemtrafethby the alternative

Q&%Bﬁiﬁleﬂt‘%%g?efﬂﬁ%ﬁ ?ﬁ%%;é%éﬂ%(‘i&% 5t 8 %}%ez{ggraphica'

representation of a macro ecoriomic indicator gerierated’by a Macro
EgorohtlasFosesastisiplnteafactedfem Siiteadshisat brivhGdingeneoficdey an alternative

[ jal =11- - Fi 81 t of a
e e S bociment

Bfatime fihameiatreemsipgmeatoytidin shisimdndmidotesfBedgpmesatglibythe alternative
ér%ﬁ?oed?rﬁélﬁto‘%ftﬁ‘epfﬁ{ iRlig %‘i’%]?ﬁtéﬁﬁ{é%? 4?&%“&?8?1%?9% gfpd by the

alternative 5 embodiment of the financfal management system of Figure
HguRigures50siw e chetoishbudicr Satectidre Sprdatisontimerfackterface shown in
ggneLated by an alternative. embodiment of the financial management

system shown in Figure 5; Figure 51 is a screen shot of a Portfolio

Egniserddtion hateefasieoyeheietibyndice gleaptaided yemnbbginpesfegtthembodiment of

{H&a&%ﬁé@g%gﬁmnt system of Figure 50; 10 Figure 52 is a screen shot
of a further part of the Portfolio construction Interface shown in
Figure 54 is another screen shot of the questionnaire shown in figure 53;

Figure 55 is yet another screen shot of the questionnaire shown in figure 53;
Figure 56 is yet another screen shot of the questionnaire shown in figure 53;
Figure 57 is yet another screen shot of the questionnaire shown in figure 53;
Figure 58 is yet another screen shot of the questionnaire shown in figure 53;
Figure 59 is yet another screen shot of the questionnaire shown in figure 53;
Figure 60 is yet another screen shot of the questionnaire shown in figure 53;
Figure 61 is yet another screen shot of the questionnaire shown in figure 53;
Figure 62 is yet another screen shot of the questionnaire shown in figure 53;
Figure 63 is a screen shot of a results display generated by the computer system;
Figure 64 is a screen shot of a Funds display of a Portfolio display generated by the
computer system,

Figure 65 is another screen shot of the Funds display shown in Figure 64;
Figure 66 is another screen shot of the Funds display shown in Figure 64;
Figure 67 is another screen shot of the Funds display shown in Figure 64;
Figure 68 is another screen shot of the Funds display shown in Figure 64;
Figure 69 is another screen shot of the Funds display shown in Figure 64;

Figure 70 is another screen shot of the Funds display shown in Figure 64;
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Figure 51; Figure 53 is a screen shot of a questionnaire generated by
another preferred embodiment of the computer system; Figure 54 is
another screen shot of the questionnaire shown in figure 53; 15 Figure 55
is yet another screen shot of the questionnaire shown in figure 53; Figure
56 is yet another screen shot of the questionnaire shown in figure 53;
Figure 57 is yet another screen shot of thg questionnaire shown in figure
53; Figure 58 is yet another screen shot of the questionnaire shown in
figure 53; Figure 59 is yet another screen shot of the questionnaire shown

in figure, 53; Figure 60 s yet anather, sgreen shot of the.questionnaire
A R R AR SIS IR Y e
BigustidAnameoshowor éerfighuedd 3heFigude @2pkey shamotindrigoreér :shot of

1e questionnaire shown in figure 53: Eigure 63 is a.screen shot of a
e R R e PR AT RES ~
Ehotrof74 Bundthdisplayrosle Rdrthel dud dplbsp trerrdyated b ithee 29;

om r. m:. Figure 65.i cre fthe isplay
B R e ey
Elaowen’ih iFignord G4 creipunzo 69t itha fiothibrdsspéansbhenof thegwarfds display

in Fi . Fi i r t s display

B e R e I B P R RO Dt
Higptay $hownoteFigirenahotRifiheFIods divotheslsenaen shotreftthe Funds

' h in Fi : i j SC the . )
B St b R Wb U igure o4
Eignos &l sp knpdisowmdenmiapirefaide $hgiered kP lizyashotheistigere JRot of the

E@gﬁ%g@ R LIS e DTS ﬂ&%@ed?sﬁ?fs'ﬂ%ﬁ'h?ﬁ &R $igot of the

play shown in Figure 64; 5 Figure 75 Is another screen shot of
thgurubdlss displiagr stiownshoFigiihe 8haresigisel BoshoamothErgeeeéh shot of
ﬁ?&?&@ﬁ’%@%@l@&sﬁ%"é’ﬂﬁﬂ ﬁg&r&cﬁﬁilay page of the portfolio display shown in Figure
64;

Figure 84 is a screen shot of another Macro display page of the portfolio display shown in
Figure 64;

Figure 85 is a screen shot of another Macro display page of the portfolio display shown in
Figure 64;

Figure 86 is a screen shot of another Macro display page of the portfolio display shown in
Figure 64;

Figure 87 is a screen shot of an asset allocation display of the portfolio construction
interface of the portfolio display shown in Figure 64;

Figure 88 is another screen shot of the asset allocation display shown in figure 87;

Figure 89 is another screen shot of the asset allocation display shown in figure 87;

Figure 90 is a screen shot of a client profile display of the portfolio construction interface
of the portfolio display shown in Figure 64;

Figure 91 is another screen shot of the client profile display shown in figure 90;

Figure 92 is another screen shot of the client profile display shown in figure 90;

Figure 93 is a screen shot of a Fee Structure display of the portfolio construction interface
of the portfolio display shown in Figure 64;

Figure 94 is another screen shot of the Fee Structure display shown in figure 93;
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Figure 77 is another screen shot of the Funds display shown in Figure 64;
Figure 78 is another screen shot of the Funds display shown in Figure 64;
Figure 79 is a screen shot of a Shares display of the portfolio display
shown in Figure 64; 10 Figure 80 is another screen shot of the Shares
display shown in Figure 79; Figure 81 is another screen shot of the
Shares display shown in Figure 79; Figyre 82 is another screen shot of
the Shares display shown in Figure 79; Figure 83 is a screen shot of a
Macro display page of the portfolio display shown in Figure 64; 15 Figure

4 is a,screen shot of another Macro display page of the portfolie dis
e e R R S e R A R B
payecof the portfotiendisplagishowndomEidepB84disigayeddttlis gpeufebn construction
shot.of another to display page of the portfolio display shown in 20
lll—lltg%lrjraec %3 |%B?§%@l?sgésgzargéﬁosg%}[no lgrﬁg gséslfé)t allocation display of the
benfelty eonsathetioereimtshoice! didHrcportBlipdispisptahdwwmikiggire 64;
igure 8 Is r.screen. . sheg, of llocation display.shown.ig..
B e A A R S B
Ehmownm 99 figures8izeasshigueé 90GEasdreansholisplayclignthprafiiefdisplagnstruction
ortfalio ion.interface. qf. tfolio display shown in
gltéuﬁgec%ﬁ %%B%g%élﬂiagﬁgﬂﬂs?é&%éfi o%eg%he client profile display
Elhaowen 1io0figur e @€ n Bl ref 92Spreanbstivst devler shiteopehiéotiieenstofigon interface

' in fiqur - Figetr i$. a screen shot of a Fee Structure
ég%ogi?%%’&dﬁ }Qﬁ 30 TI9 S %R uctu

e portfolio construction interface 30 of the portfolio display
Bl il Bigufer@wer Bigese 9o bthothwostr &epaihdisplakis e Surfigtueel 00;

ﬁig{?}@y ﬁﬁO\%n én &q‘%ﬁ Wot jo% @gpfgbgéelé %91’1% $SHERN (ﬁ?@%}?f H}ethe portfolio
Fée ot of an

Structure display shown in figure 93; Figure 96Is a screen s
taooimictRepoitidisplel/ tbe tratpdretdispbondtavotionFigure 64;
Figure 103 is another screen shot of the Projected Earnings Rate display shown in figure
102;

Figure 104 is a screen shot of a Snail Trail display of the portfolio construction interface of
the portfolio display shown in Figure 64;

Figure 105 is a further screen shot of the Snail Trail display shown in figure 104;

Figure 106 is a screen shot of an Analysis Report display of the portfolio construction
interface of the portfolio display shown in Figure 64;

Figure 107 is a further screen shot of the Analysis Report display shown in figure 106;
Figure 108 is a screen shot of another Analysis Report display of the portfolio construction
interface of the portfolio display shown in Figure 64;

Figure 109 is a further screen shot of the Analysis Report display shown in figure 108;
Figure 110 is a further screen shot of the Analysis Report display shown in figure 108; and

Figure 111 is a screen shot of Market Watch display of the portfolio construction interface

of the portfolio display shown in Figure 64.

Detailed Description of Preferred Embodiments of the Invention

The financial management system 10 (hereafter referred to as the system 10), shown in
Figure 1, is used to divide the assets of the investments of an investment portfolio into a

number of asset classes and, for each asset class, compare the combined percentage of
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interface of the portfolio display shown in Figure 64; Figure 97 is another
screen shot of the Income Report display shown in figure 96; 5 Figure 98
is another screen shot of the Income Report display shown in figure 96;
Figure 99 is a screen shot of a Client Scenario display of the portfolio
construction interface of the portfolio display shown in Figure 64; Figure
100 is a screen shot of a Spreadsheet gliIs lay of the portfolio construction
interface of the portfolio display shown in Figure 64; 10 Figure 101 is a
further screen shot of the Income Report display shown in figure 100;

l#s P IS h G I{leeps gfb%np (ﬁaﬁ%mré nB % e 91'1%% éﬁgfr'{s eé ZEerance for
por ofio "Construction intertace of e po ays own in Figure
&gmneslﬁeuseamﬂneﬂmreé"h@hmtafntﬂé Rrojectest& soningsRataldisplaytor's assets

0 |n 2 igur 4 is a sgreen,shot of.a S arlTra
S O e e o S, B RGeS LR use the system
0otwn dntannune evFigloree 0 Buis mt@ﬂ&mﬁcr@eﬁ@tmtmmmn ragh investor's

%%Bh%a Wk ﬁfﬁﬁ%elo“'lrfq:égh’xr&e]rg‘s 115 31768 eﬂuéh Bﬁﬁca!d 1@}4& to adjust an

eport |sp ayo e portfolio construction |nte rtace o e portfo
msgﬂay@h@mfmlﬁrgumeﬂcmeﬁg ardes® tlissel fuathibe seseenasHut, obthgspond to the

t‘.\foéit’c?ﬂ% B&&%ﬁ{}s's ycﬁﬁ? &‘g ;é%ﬁ(f%sja%n gy %%%g SHEREMtion of the

another An eport the portfdlio constru interface
oiviisoporfetic displdy shawimignBigure 64; Figure 109 is a further screen
shot of the Analysis Report display shown in figure 108; Figure 110 is a
further screen shot of the Analysis Report display shown in figure 108;
&hd s28amiglilaslustdsia gerdenmstior oiantexken Waeshisphaytbfline The system 10 is

£’195tf8£ C%“%%Sﬁ'é?”tﬁ@?éﬁﬁﬁn%é@ PO diRRIRY ﬁ&%ﬂd%ﬁéﬁ‘%ep%etermmed

Detailed Description of Preferred Embodiments of the Invention 30 T

feraedidl iemagement system 10 (hereafter referred to as the system 10),

shown in Figure 1, is used to divide the assets of the investments of an
investment portfolio into a number of asset classes and, for each asset
Ehssyssmpdfe theptoridsideblypercemageopystem 12 that includes a server 14 in

communication with a database 16, as shown in Figure 2. The computer system 12 is able
to communicate with equipment 18 of members, or users, of the system 10 over a
communications network 20 using standard communication protocols. The equipment 18
of the members can be a variety of communications devices such as personal computers;
interactive televisions; hand held computers etc. The communications network 20 may

include the Internet, telecommunications networks and/or local area networks.

The components of the computer system 12 can be configured in a variety of ways. The
components can be implemented entirely by software to be executed on standard computer
server hardware, which may comprise one hardware unit or different computer hardware
units distributed over various locations, some of which may require the communications
network 20 for communication. A number of the components or parts thereof may also be
implemented by application specific integrated circuits (ASICs). It will be apparent from
the description of the system 10, and its operation below, that the most practical
implementation of the components of the computer system 12 is a software
implementation. Alternative methods of providing system displays and information can

also be used, for example WML pages for mobile telephones, and interactive voice
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- 14 assets of the investments with a benchmark that represents the

investor's risk tolerance for each respective asset class. The system 10 is

also used to distribute the investor's assets over the investments of the
investment portfolio. A financial planner can use the system 10 to

determine how closely an investment portfolio corresponds to an

investor's 5 benchmark risk tolerance. The system 10 allows the financial

planner to adjust an investment portfolio to more closely, or less closely

as the case may be, correspond to the investor's benchmark by changing

the inves ts, or by changing the distributign of the  investor's assets.
BTN S AR Y B e MRS e over 1P
wmimvgstment portfolio. The system 10 is also used to forecast the

performance of an investment portfolio over a predetermined period of

time. The system 10 is provided by a computer system 12 that includes a
Thevervet i dbtho nompnicatipviewith’amdtabasevtd, sasvshdvn imaRigaer2engine 24,
105 SOMPUIRLPYYemA3,5,80le [ SqMIHRISAE IR SOHPTIRL L Gl atlows the
members, or users, of the system 10 over a communications network

owimy stangdedh cohtmaencationipotdchisamive weeuipraenofl icodieapplication.  The
PGMBE/S BNR6& ‘fﬁ‘él%%&fo%#%@t%"go%%Xé%?%ti?&cge} RELSRA%And stored on
computers; interactive televisions; hand held computers etc. The
dememuplitettionsmetRonk geimmypegiivectedeitials [Hierfbe, web pages published by the
15948%%%}%0 0&%91%5‘6’%{483&9 %Aﬁ?@cﬁ %Sgﬁa@f?riyfifé?&ﬁeéﬂ‘? the transaction engine
components of the’computer system 12 canbe configured in"a variety of
WagkthErengrigonents tan be implemented entirely by software to be

executed on standard computer server hardware, which may comprise

one hardware unit or different computer hardware 25 units distributed over
Vheiolisaorsatisrs csaihd opolhishioriagred gerirdhth e oo gsitond 2 that allows the
ASEALE 20 IR FAMMURGAIAN ufd MBS Of dhe BRMPRIRNES QRS reads, writes,
thereof may also be implemented by application specific integrated
elpefien (S ICcutanifldse eip P databesn the dbechiprivicosanesystamin®ins data in
@f%ddgﬁﬂ)&%r%ioﬂl%%eﬁfga&ﬂ&% @W&Br%fﬂ C’f‘fle' @R%ﬂf@tﬁ rfrfglﬁﬁmfned preferably
components of the computer system 12 is a software 30 implementation.
b ek setresael shpreiding ef Srewrdinplessyaisethihformation can

The transaction engine 24 is software that processes data received by the web server 26
from users of the system 10 via their terminals 18 and is able to retrieve and store data on
the database 16 via the database server 26. The transaction engine 24 communicates with
the web server 22 and database server 26 to execute data transactions for the system 10 and
thereby provides dynamic content for the web pages provided by the web server 22, as

described below.

The computer system 12 uses Tomcat 4.1 as the servlet web container for the web
application. An exemplary directory and file structure 28 for the web application is shown
in Figure 3. The conf directory 31 includes three XML configuration files 32 that are used
to configure the servlet web container of the web application. The serve.xml file 34
configures the web application path and sets the address of the host web server 22. The
web.xml file 36 is used to configure servlets and other resources that make up the web

application. = The tomcat-users.xml file 38 includes authentic user names and
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also be used, for example WML pages for mobile telephones, and
interactive voice - 15 response (IVR) systems for connection to standard
fixed telephones or voice over IP terminals. The server 14 of the
computer system 12 includes a web server 22, a transaction engine 24, 5
a database server 26. The web server 22 is software stored on the server
14 that allows the computer system 12 tpserve static and dynamic web
pages of the web application. The web server 22 allows members of the
system 10 to access web pages created and stored on the computer
system 1 1I\I/ia ggeirorre(ﬁpective terminals 18. The web pages published by
fRe Web ser/er 22 are ‘dynamic and are populated by data provided by
the transaction engine 10 24 of the computer system 12. The database
rver 28 s software stored.on the computer.system 12 that.all the ..
B A A e R B R BIE girctony 42
redddewhieekvanidintadnsisndc eoples datthow therpipliahiase THheTdtgects directory 44
flaiahacsPaRyRL 26 Manals fARIN4R 08 ARtRASE R ANDGIORE fles required
the system 10. The database 16 is malntalneg preterably on hard disk
Ewthgdisflttyeo dplienidnyf iterEmenefidresysteapdlR.atine: transaction engine
24 is software that processes data received by the web server 26 from
users of the system 10 via their terminals 18 and is able to retrieve and
store dhtakink Poofiks Htabees A6 via the database server 26. The
transaction angine g4 ﬁﬁ{g%quﬁ%tee%with the web server 22 and database

server 26 to execute datatransactions for the system 10 and thereby
providés dy¢lashienciprendshorthetertioges provided by the web server

22, as 4‘.16?%?&81%%5?1‘@{ JNEFQRPYIEGY. system 12 uses Tomcat 4.1 as

the servlet web container for the web application. An exemplary directory
and file structure 28 for the web application is shown in Figure 3. The

‘Fﬁé‘fﬂitra%fd%ﬁé’t%vé’%ﬁ'llﬂﬂl&% %E@&%M%F?Hé;?%?et}grl(fi'?ls,ssﬁ,@\%a#ﬁg?g%@Q The Risk

to configure the serviet web container of the web application. .
Begliteinierfie@ 20 donfieibostikdinastsiapplicuio A htatletauaesthhaisk tolerance level

addressaf Kehash ﬁeﬂéﬁ&%ﬁa&hﬁsﬁoﬂfgg&wwlﬁlé@ﬂ%&'&ﬁ%m The Indicator

configure servlets and other resources that make up the we
Ranking Interface 56 is used to review investments in different economic sectors, where

the investments are ranked in accordance with performance and risk indicators. The
Selection Spreadsheet Interface 58 can be used to select the investments of an investment

portfolio.

The Portfolio Construction Interface 60 displays the investments of an investment portfolio
in a table. The table divides the assets of each investment into a number of asset classes
and shows the percentage of asset allocation for each of these investments in each of these
classes. For example, where the investments are fund managers, the table the percentage

of asset allocation for each investment in each of the following asset classes:

Cash - Australian.
Shares - Australian.
Shares - International.

Fixed Interest — Australian.

A

Fixed Interest — International.
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application. The tomcat-users.xml file 38 includes authentic user names
and - 16- corresponding passwords. The FundManager directory 40
includes thee main directories. The Web-inf directory 42 includes the
Java files required to implement the web application. The objects directory
44 5 includes all of the servlet files. The members directory 46 includes
the JSP files required for the display of foJlowing interfaces of the web
application: 1. Risk Profile Interface 50. 2. Indicator Ranking Interface 56.
10 3. Selection Spreadsheet Interface 58. 4. Portfolio Construction
Interfage 60. The dataflow between these interfaces of the system 10 is
shown in Figure 17 Fhe Risk ‘Profile Interface 50 is used by the financial
planner 52 to determine the risk tolerance level 15 an investor 54 and

%%?{Eﬁ‘n? %‘C%@@@rﬁ‘fn%agﬂ&%e‘r%}'%&'%&efn;%fe5‘}ngyh.ﬁa!€‘9"fﬂ%rof their assets in
anking Interface 56 is used to réview investments indifferent economic
Saestorsawhiesd; (Hnve sheientsetreinahkethitiacdobiiarese with8% of their assets in

R%g%m%qgg( eqpﬁl @%(S{'ndicators. The Selection Spreadsheet Interface 58
can be used to setlect the investments of an investment portfolio. 20 The

Portfolio Construction Interface 60 displays the investments of an

| lio.i iV :
ESmETagale o T S NESSERPIERT oy o
pesenaiisctionelsnieaathaf abe b theasterntenin ebidle ofwertsentipestaio. The table

5188 %@g%e% g%%%%&s%%gf%?&@??i St fﬁiQ& %qqﬂg%&m%ﬂgﬁﬁg&tegory of the

perce ocation for each investment in eac
folleriing asset classes: 1. Cash - Australian. 2. Shares - Australian. 3.
Shares - International. 30 4. Fixed Interest - Australian.

A financial planner and/or an investor can compare the combined percentage of assets in
each class with the percentage of assets in each class of the benchmark risk category. Both
the investor and the financial planner are thereby aware of the how closely the investment
portfolio corresponds to the investor's benchmark risk category. The portfolio construction
interface allows the financial planner 52 to change the investment portfolio to more
closely, or less closely as the case may be, follow the percentage of asset allocation of the
benchmark risk category. The portfolio construction interface 60 also allows the financial
planner 52 to distribute the investor's assets as a percentage amongst the selected
investments of the investment portfolio. The financial planner can thereby control how

closely the investment portfolio corresponds to the benchmark.

The system 10 is hereafter described by way of reference to managed funds. However, it
would be understood by those skilled in the relevant art that the system 10 is equally

applicable to other investment types, such as direct shares, and combinations thereof.
The fund manager system 100 (also referred to as the fund manager web application 100)
shown if Figure 5 executes the steps shown in Figure 6. The system 100 generates, at step

102, a risk profile interface 104 that executes the steps shown in Figure 7.

The risk profile interface 104 presents, at step 106, the investor 105 with a questionnaire
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5. Fixed Interest - International. -17- 6. Property - Australian. Platinum
International Fund Managers, for example, may have 14% of their assets
in Australian Cash; 78% of their assets in International Shares; and 8% of
their assets in 5 Australian Fixed Interest. The table generated by the
Portfolio Construction Interface 60 displays the combined percentage of
assets in each class for the investments of the investment portfolio. The
table also displays a percentage of assets in each class for the
benchmark risk category of the 10 investor. A financial planner and/or an
Eﬁh%(”%z Qg il eI Eh:aes%(r)l@sbcl)?edé) T | ?‘-?e & 3 Ssgés nil(e 3535k tolerance
rcentage o Fassets in edch class 0 benéhmark s
Ml@g@ﬁyhBoﬂveﬂu@f in0éstoFlandubgifinancialdplerioé rtavaittie rbbyiavearer of attitudes,
how the mvestment 15 portfolio corres he investor'
R A R R A G and he
fislapoidilplanertacs?l {8 cletargertte m\swm@&ttpg mﬁ@mndmdrwetgbwl@/ﬂmrmvestor S

%ﬁ%%&ﬂ?s‘%‘}{ aﬁstf?%r%?ﬁg MRYRE: jr JPX%HP ‘%"%[é‘ § qﬁéef} alag gé%ccumulated

& benchmark risk category. epor oli oconst ction interface
wisghallowssthes fimahatial v@&iﬁen@mﬁm&@tﬁerﬂmdmmsrhswsawnes The

RS ﬁ}@&ia@%ﬁﬁ%tﬁ‘@f?&?eé%s%% VSR ‘r’f&s QY@PP;B?% being a certain

portfo ancial planne cant ere ontro close
hovebmaghtrpbrifaligooriédpomdhta ﬂv@membltﬁdamgfhé@i@wnhmtl@ range of that

P&, %rkd‘? ﬁr'%‘éﬁyaysg "SieTS E%‘?vto Péa@;?e%‘?n@iﬂ? hat’;k%’ XLk categories,

would be understo hose skilled in the releva e system 10
isgstheallyitRhapplicabledaaotve ohsessanenviyiobsheyiehpdg direct shares,
and combinations thereof. The fund manager system 100 (also referred to
as the fund manager web application 100) shown if Figure 5 executes the
Steps dhoweriatRiguPd® 2t peisiEtem 100 generates, at step 102, a risk

profile {iRAGRAQ4 10k SeRERAR PERS AN REIONLBOR and a belta

risk profile interface 104 presents, at step 106, the investor 105 with a
quesndhﬁgm@e time. Security is of paramount importance. Wants to secure income

invested in long term guaranteed Fixed Interest Securities for safeguard of capital.

2. Moderately Conservative (20 to 40 points)
Low risk investor. Performance for stable income stream with some modest
growth for preservation of capital. Overall portfolio medium to long term capital

security and low volatility.

3. Balance (40 to 60 points)
Flies a little higher, but still keeps one foot on the ground. Can see the benefits of
investing funds with caution but has an eye to good returns. May already have

investments and is considering either starting, or adding to, an investment portfolio.

4. Moderately Aggressive (60 to 80)
Play both ends against the middle. Willing to trade off some security in order to
achieve above average returns. Not a complete stranger to investing. However,
would welcome some guidance as to how to achieve a reasonable return without

unnecessary risk. May prefer, for example, to access equities through a trust
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- 18 (not shown) that includes a series of questions that are designed
identify the risk tolerance level of the investor 105. The questions are
directed towards the investor's attitudes, values and experiences in
investing. The answers to each question are weighted and the risk profile
interface 104 determines, at step 108, the accumulated weight of the
investor's 5 answers. The risk profile ingelrgqce 104 compares, at step 110,
the investor's accumulated weight to the accumulated weight ranges of
predetermined benchmark risk categories. The risk portfolio interface 104
categor'{%e&mat step 112, the investor 105 as being a certain benchmark
risk cafgegory It his or her accumulated weight falls within the range of that
benchmark risk category. Set out below are exemplary benchmark risk
ategorjes. 10 together, with the associated ranges of scores to which
?hey af)Ap%:r els.sggrggrt\(/)altﬁl6 (0 to 20 points) Conservative investor. The
kind ofNlwvedtardvih dalikessic weashieacoghandoalddit avethetsamevigmage returns. The
Security js.of param [ r . nt re.] .
vested o n Chep s ey o b ST e s early an
capitalo®iomloderately Conservative (20 to 40 points) Low risk investor.
Performance for stable income stream with some modest growth for
preservation of capital. Overall portfolio medium to long term capital 20

Swcurinpetidriow thelgtifisyioBnBrdaiceRd Ryddhoihts)yfalied Gdligdednigtrent step 114,
?%H%N “he Rﬂ&%%’ RPN Argrfk &%&éﬁ%&‘? %@%ﬁﬁr{%’al’yﬁﬁﬁaﬁh 12 can use
unds with caution but has an eye to good returns. May already have 25

thisastoramtdan sleshBidesing withems thdissdc roaduivegdshesh iirodstndhb.
portfolio. 4. Moderately Aggressive (60 to 80) Play both ends against the

middle. Willing to trade off some security in order to achieve above

Bhersige muitles iNotaceoBlatelsttenge funcinve SirtprHoWe veheB@xgouigd by the

WElROMETHRE JUIRPHEASIAABM 10 aghieyg A SASPRARIGLEIUN MO 6. The

unnecessary risk.May préfer, for example, to access equities through a
siigegm 100 extracts data from the database 117 and displays the data in the form of the

following two spreadsheets shown in Figures 8 to 14 and 15 to 21 respectively:

1. Performance Spreadsheet 118.

2. Risk and Asset Allocation Spreadsheet 120.

The performance spreadsheet 118 is divided into economic sectors 126 (also referred to as
asset classes 126). Each asset class 126 includes a list of fund managers 124 that have
assets in the relevant asset class 126. The performance spreadsheet 118 displays data 122

on the following indicators for the fund managers 124 in each economic sector 126:

a. Income 128.
b. Growth 130.
c. Total Return 132.

The performance spreadsheet shows data 122 for each fund manager 136 for each of the
above indicators, based on each fund manager's performance over the past six months, one

year, three years, five years and seven years. The performance ranking spreadsheet 134
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- 19- structure. 5. Aggressive (80 to 100) Not afraid to take risks to

achieve what could be well above average returns. The 5 equity and

property markets hold few qualms and investing overseas is clearly an

option. On completion of the questionnaire, the Risk Portfolio Interface

104 generates, at step 114, areport on the risk tolerance level of the

investor 105. The financial planner 112 can use 10 this information to

select investments from the selection spreadsheet interface 116. The risk

profile interface 102 includes a function button that, when executed by the

nanci lan enerate ste t selectlon Sp readsheet

Ao e T S S LS RIS RN gy w136

ﬂlspta&sdhéld&mdnmheagﬂm kﬁ‘4thél“ heSttoloswingl B4 orshremdsheetsrshoiva particular
ures 8 to.14 ec ivel rforman re dsheet

S L s ke P e SR SRR 120
spreadsheet 118 is divided into economic sectors 126 (also referred to as

6 gl I
Tg i gf%ﬁ@i J%%ge@%lﬁ %%fgh%%&&%& 1'2 ”9‘3 3 i mmﬁcﬁ‘%&?ﬁi the risk

vant asset c ass rmance
wmardsdebt Megidlisplayd dazagds Bk the fcﬁnix/\mgnﬂntmasocmﬂﬁe flihel risk and

59%8%%%%% ? IrER %‘E‘i’%@qﬂ&?&%‘%ﬁa}%ﬁc?@% éﬂ‘iﬂg‘ ﬁg\%lggr%ﬁowalcators for

turn 13 e performance spreadsheet s ows
focleathéulivd dmaargers1 BB for each of the 30 above indicators, based on
each fund manager's performance over the past six months, one year,
three years, five years and seven years. The performance ranking
spreadshesnndd 20vialsenindfudes statistics on the fund size 134 and the

managg ﬁﬂﬁ@%ﬁ?ﬁﬁ?ﬂ@“o (MER) 136 for each of the fund managers
124. The fund’size 134 indicates the worth of a particular
c. Beta 150

d. Alpha 152.

e. Tracking Error 154.

f. Information Ratio 156.
g. R Squared 158.

The selection spreadsheet 116 provides statistical information 122,140 to assist the
financial planner 115 in selecting fund managers 30 for the investor 105. On review of
the information generated by the selection spreadsheet 16, the financial planner 12 selects
the fund managers 124,142 that he or she deems to be appropriate. The selection is made
by marking checkboxes 143 adjacent each of the selected fund managers. The financial
planner 115 submits his or her selection of fund managers by clicking on the "submit"
function button 158,160 on each of the spreadsheets 118,120 respectively. On submission

of this data, the system 100 generates, at step 162, a portfolio construction interface 164.
The Portfolio Construction Interface 164 shown in Figure 22 displays the fund managers
48 selected by the financial planner 115 using the selection spreadsheet interface 132 in the

following tables:

1. Asset Mix Data 166.



fund manager 124, while the MER 136 indicates the expenses of the fund
manager 124. 5 The risk and asset allocation spreadsheet 120 displays
data 140 indicating the risk associated the various fund managers 142 for
each economic sector 144. The risk and asset allocation spreadsheet 120
includes statistics 140 on the following risk indicators for each of the fund
managers 142: 10 a. Standard deviation,146. b. Sharpe Ratio 148. c.
Beta 150 d. Alpha 152. e. Tracking Error 154. 15 f. Information Ratio 156.
g. R Squared 158. The selection spreadsheet 116 provides statistical
information 122,14Q to assist the fi ial planner 115 in selecting fund
manag%rs 30 for ?fw%ltllﬁ(\g% or %g?%gﬁékc%view of 20 the information
generated by thetsetetliorespresdsderstds, ItHe financial planner 12
selects,the fupd managers.124.142 that he or she deems to be
approp?iate. %gg%}gi%&? %uégge Zl%/ marking checkboxes 143 adjacent
each of the selected fund managers. The financial planner 115 submits

5 Ei?e%%%é Sﬁ!gcﬁ%i‘a% ‘i@‘f’l RS2 b%( Sgﬁlk%]{%%% t@a%ﬁSHP't‘ﬂié"f&‘ﬂg‘;ﬁ%ﬂagers 176
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utton 0 on each of the spreadsheets O respectively.
stibetiddiptheSiofitkislghtantnd Eysteha 100 yegechteb hat fcldpwis asset classes:
portfolio construction interface 164. The Portfolio Construction Interface
164 shown in Figure 22 displays the fund managers 48 selected by the
financial planfi@si1 15 using-theisiedbiation spreadsheet interface 132 in the
following tabI%\'l‘,l: 3Q 1. Asse_tM%tBﬁ% 166. -21- 2. Asset Mix Convergence
168. 3. Historical Investment Indicators 170.

C. Shares - International
d. Fixed Interest - Australian
e. Fixed Interest - International
f. Property - Australian

The asset mix data table 166 shows the distribution of assets over the above asset classes

for each selected fund manager.

The asset mix convergence table 168, also shown in Figure 23, includes a column for each
of the selected fund managers and a row for each of the above asset classes. In addition,
the asset mix convergence table includes a row of data boxes 180, one for each of the
selected fund managers 176. The financial planner 115 can allocate a percentage of the
investor's assets to a selected fund managers 176 by entering the desired percentage into
the respective fund manager's data box 180. One hundred percent of the investor's assets

are allocated to the selected fund managers 176 in the described manner.

For each selected fund manager 176, the asset mix convergence table 168 shows the
distribution of assets in each mentioned asset class multiplied by the percentage of the
investor's assets allocated to the relevant fund manager 176. For example, the asset mix
data table 166 indicates that the Navigator Cash Account fund manager 182 allocates
100% of its assets to the asset class Cash - Australian 184. The asset mix convergence

table 168 indicates that the Navigator Cash Account fund manager 182 was allocated 5%
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4. Ongoing Fee Structure 172. 5 The Asset Mix Data table 166 includes a
column for each of the fund managers 176 selected by the financial
planner 115 and a row for each of the following asset classes: a. Cash -
Australian b. Shares - Australian 10 c. Shares - International d. Fixed
Interest - Australian e. Fixed Interest - International f. Property -
Australian 15 The asset mix data table 166 shows the distribution of
assets over the above asset classes for each selected fund manager.
The asset mix convergence table 168, also shown in Figure 23, includes a
splurn ferereh. ol he selseted fundimanroess aad aomiar GaAALINE wbie 168
above asset classes. In addition, e asset mix convergence ta
asiuddsadaothafl@fta boxesSTB0f anefonkachedftththeMNerteatduhthsh Account fund
mana 76, The financi I? nner, 115 can allocate a pgycentage of the
R S e B S IR G e esirec
percentage into the respective fund manager's data box 180. One

erc fthe i of' trléoet selectie
T Ty sl
shawadbe 176, thehesssrinyxoonyehganlle tHiflddcdshofvththeeldistrdfutidrmanagers
PI@ssEls LAt ISAHNGd A3qLelas ”}”&Eﬂrﬂ%ﬂ RYANE RETHENRE® Mion of asset
the investor's assets gﬁ(;kegltga(c)l o the rjllgvant und manager 1%?1 Igor 1o OF as5ets
efkaheplmvihenzsgeponifoldatavebldid 6o avdicatssi tnat thesklavigstey Ca8h where the
QS&%REJ}[;QQ W&%ﬁ?&r ?h’&"'ﬁ%&?&%oa%é)e(?"/&lﬂ)fcﬁﬁcﬁ?%t%%?at & 388%Lelected fund
class Cash - Ausfralian 184. The asset mix convergence table 168
indiegees kAat the Navigator Cash Account fund manager 182 was
allocated 5% -22- of the investor's assets by the financial planner 115.

The asset mix convergence table 168 also indicates that 100% of the 5%
brf addisienallocateel taithedacigenor Gakh IR8cmghtdemtivo columns 188,190 that each

indicate benchmark asset distributions over the asset classes 178 for respective benchmark
risk categories. The benchmark risk category of each of these columns 188,190 can be

selected from respective drop down lists 192,194 of the asset mix convergence table 168.

The financial planner 115 can display the values for the mentioned classes 178 for the
benchmark risk category of the investor 105 using the first drop down window 192, for
example. The financial planner 115 can then compare these values with the values in the
proposed asset mix column 186. In addition, the financial planner 115 can display the
values for the mentioned asset classes 178 for another benchmark risk category using the

second drop down window 194.

The financial planner 115 and/or the investor 105 can compare the values of the proposed
asset mix column 186 with the values of the asset classes of the investor's benchmark risk
category. The financial planner 115 and/or the investor 105 can thereby observe how
closely the proposed asset mix of the investment portfolio corresponds to the asset mix of
the relevant benchmark risk category. The financial planner 115 can change the selected
fund managers 176 to increase, or decrease as the case may be, the degree to which the

proposed asset mix corresponds to the benchmark risk category.
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manager 182 was allotted to the Cash - Australian asset class 184. 5 The
asset mix convergence table 168 also includes a column 186 that, for
each asset class, shows the sum of the entries across the table 168 for
each of the selected fund managers 176. Thus, the rows of the proposed
asset mix column 186 show the distribution of assets of the investment
portfolio over the above mentioned asset glasses 178, where the
distribution is weighed by the investor's asset allocation to each of the
selected fund 10 managers 176. In addition, the asset mix convergence
ble 168.incl two coliypns, 188,190 that. indi benchmark
S T BB EER UB R B R R TR porcemoee
oiSkheategotie's. abhasbenciuin arkthislsadetegbfyrof eachgeftlése cdiarfingncial planner
190 can be 15 selected from respective dr own lists 192 f .
e B eSS AT SR e e b changing the
pésplalageelalues idothediertioched dasskstd duiot thandgerchiark risk
category of the investor 105 using the first drop down window 192, for
example. The financial planner 115 can then compare these values with
e valres in thie d0thegpopestdssettmixcodlumm 1IS6. ¢nregdditivly, théehe values of the

E’{A%}%‘%PJBQ q?ern%ljr é:&nrgﬂﬁpé%gé?g V&ll{ﬁg fﬁ%@{-}o{n 'qﬂgféaqgé %éar\évpclosely the

classes 178 for another benchmark risk category using the second
popesedridessti@at Phestfiiarvciatfandeto 46 daotbmidr mveside2b0B ehihe investor.

ﬁP?ﬂBé&@ t?ﬁh\@,l %%ﬁlcmghﬁrﬁﬁﬁ)ﬁ%ﬁgngé ?%§%Hﬂﬁe°ﬁlk{(@§{bﬁ@5"¥ﬁ@ IRfre of the risk

values O e asset classes 0 e investor's benchmark ris category.
Teciigtad oialhplamecdsairpiofahe. ifNestosklo Psaanied iebhobsergel planner 115

BPYh LSRN RIRAARAE AEREHUX ?ﬁshhgn@%%ﬁt%@% UPH8 uit the specific risk

corresponds to the asset mix of the relevant benchmark Tisk category.
tphesdisarsdidiplareseri 15 can change the selected fund managers 176 to
increase, or decrease as the case may be, the degree to which the 30
proposed asset mix corresponds to the benchmark risk category. -23- The

Pherdtisjosicabia trsiesnt 80 dflanrtidindrliairpladerer T8 dppoittich ghe financial
Bﬁ[ﬁﬁ?t'ﬁpﬁcﬁﬁ %%%%M'@é@%ﬁ EQ/é?QgQ RRe SRISREI R of the selected fund

managers 176. The financial planner 115 can change the proposed asset
miRagetiel d6|edtbdiiarierbmagerssk 7a tsgatRingibity tHata presented in this table 170

allows the financial planner 115 to identify long-term themes in the market. On
consideration of this data, if the financial planner 115 finds that the risk is too high, or
some part of the asset allocation is higher than expected, then he or she can adjust the asset

allocation values entered into the asset mix convergence table 168.

The ongoing fee structure table 174 displays the ongoing fees associated with the
investment portfolio. The ongoing fee structure table 174 includes the fees for each of the
selected fund managers 176. The ongoing fee structure table 174 also includes data boxes
that allow the financial planner 115 to enter a portfolio service charge and a financial
planner fee for each of the selected fund managers 176. The ongoing fee structure table

174 displays a summary of fees associated with each selected fund manager 176.

The financial planner 115 can change the selected fund managers 176 by executing either
the Performance Spreadsheet function button 196 or the Risk and Allocation Spreadsheet

function button 198. On execution of the Performance Spreadsheet function button 196,
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percentage of assets allocated to each of the selected fund managers

176. 5 The degree to which the proposed asset mix column 186

corresponds to the values of the classes of the benchmark risk category

of the investor 105 indicates how closely the proposed investment

portfolio corresponds to the benchmark risk category of the investor. In

observing this, both the financial planner,}15 and the investor 105 are

aware of the risk 10 associated with the investment portfolio. This risk is

presented to the financial planner 115 by the Portfolio Construction

Rlerfacs, 1 and.can.or changed. e sl e Spepiisislo JNSANe ol 16, 14, The

Investor. The Kistorical investment indicdtor table 170 provides a means

byantidhptherfimancible 16 ohagak pieiiooarfoainpanedte seleived @k radeadditional
turn. and risk valyes of the selected fund, managers. 176 with tk .

A R R D6 g o e s

fhedfimanagatplanner 115 to identify long-term themes in the market. On

consideration of this data, if the financial planner 115 finds that the risk is

too high, or some part of the asset allocation is higher than expected,

e digheCdneaBjskt dhd asset Allathicatidipreallsbsatnenedomtbutien 198, the

%%?gé%ﬁ&%%‘é%&? ’?@? f&@%&@%ﬂﬂ(}%ﬁﬁgﬁﬂ%ﬁ%ﬁ&wEH‘EEO@B'?n]ﬁigléres 15 to 21.

ongoing fees associate e Investment portfolio. T
bhebimanéed ptanotures thida d Fapietipdethvd fed sioragackebicthenssald @ddliadditional

{FH&’ @@%%&%f PﬁZl%a%‘g m@ﬁg&%&%s{%ﬂ% 8RR i&?#ﬂl%ﬁéh of the listed

ata 25 that a nancial planner 115 to enter a portfolio
Bodicemigarge and a financial planner fee for each of the selected fund
managers 176. The ongoing fee structure table 174 displays a summary
of fees associated with each selected fund manager 176. The financial

@méreliisam&abrﬂmgmhbléeie@@éﬁf@ddthaa_ﬁ@gerssmedﬂbg/ esde@ﬁ@ﬂr!gle right fund
&g e%ol‘??@fgﬁ{ﬂ%rmé&%éﬁr&ﬁ&%h%%&QHQ%%&WQHJ‘&&%% BYSked asset mix
and Allocation Spreadsheet fuhction button 198. On execution of the

rdviomiangbsSpreadsiestrfuniskiobisotiors.1tben tha finensipdiplanne0l 15 executes the

&@P%ﬁ%‘ﬁ&ﬂ&i@&rﬂ%%ﬁnfﬁosﬁ{&atﬁérkﬁﬁie}&%66%’8[16‘&1%&9%9&@&%%‘,- the forecast
The  financial planner is able to cancel previous fund manager selections

avefage AHastiema in Figure 24. The forecast interface 204 includes a data box 206 that
allows the financial planner 115 to enter the monetary amount of the assets that the
investor 105 wishes to invest in the investment portfolio. On execution of the "submit"
function button 208, the forecast interface 204 generates, at step 210, an estimate of the
projected income of the investment portfolio over a period of two years, for example. The

forecast interface 204 generates this data using the two year performance values of the

selected fund managers 176.

The system 100 can generate an Indicator Ranking Interface 212 to evaluate the
performance of the fund managers. The Indicator Ranking Interface 212 extracts data
from the database 117 on fund managers for a nominated economic sector and displays the

data in the form of one of the following spreadsheets:

1. Performance Ranking.
2. Risk Ranking.
3. Statistical Analysis.
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fund managers by clearing and marking checkboxes 143 associated with
each of the listed fund managers. 5 On execution of the Risk and Asset
Allocation Spreadsheet function button 198, the system 100 generates
the Risk and Allocation Spreadsheet 120 shown in Figures 15 to 21. The
financial planner is able to cancel previous fund manager selections and
add additional fund managers by clearing and marking checkboxes 143
associated with each of the listed 10 fund managers. Once the financial
planner 115 is satisfied that he or she has selected the right fund
managers 176 for the investment portfolio and adequately adjusted the
proposed asset mix column to satisfy the investor's risk objectives, then
The fpratfroiabpiznnekind @re@dﬂheethélﬂS mswpage figution Buttor20displays fund

nd.the s 0 )9 SR Qreca |nterf
%ﬁm Yir ?gﬁggz @us(?fr rg%cast %ﬁ mc?ude?;tg data §g6hSt the fund
matagctl@\/\islﬂwemmaomdamanwah 1&5110 Iemavcthpenﬁ@mmacy zmminbofﬁm@ following
% els l;hat the investor 105 wishes to invest in the investment portfolio.

n execution of the "submit" function button 208, the forecast interface
204 generates, at step 210, an estimate of the 20 projected income of the
mvestrQent pq[ltzgm over a period of two years, for example. The forecast
interface 204 generates this data using the two year performance values
of the electddrfwitl. managers 176. The system 100 can generate an
Indicator Ranking, Ipterface 212 to evaluate the 25 performance of the
fund managers. Tlhe Indicator Ranking Interface 212 extracts data from
the database 117 on fund managers for a nominated economic sector and
ﬁigﬁ@%%qg ZG}asIﬁo'\Q Hﬁ‘?afﬂlg]fgt g %ﬁlaqi{gllllg mg%efaeqw%?ttﬁe]above indicators

rformance Ranking. 30 2. Risk Ranking. 3. Statistical Analysis. -25-

TRhpepevidpmblate rankihg spdteadisizees Refoshenag Wﬁiglnfr@gszsmorm}ths one year,

gi?e%'?)éﬁr@?ﬁ@e years and seven years is shown.

The risk ranking spreadsheet 220, shown in Figures 28 to 30, includes statistics on the

following indicators for each of the fund managers 222:

a. Standard deviation 224.
b. Sharpe Ratio 226.
C. Beta 228

Figures 28 to 30 show the fund managers 220 ranked by each of the above indicators
respectively. The statistics generated by the Indicator Ranking Interface 212 for the
Standard Deviation 224 and Sharpe Ratio 226 indicators are based on the fund managers
performance over the past one year, two years, three year and five years. The statistics
generated by the Indicator Ranking Interface 212 for the Beta 228 indicators is based on

the fund managers performance over the past three year and five years.

The statistical analysis spreadsheet 230 that includes statistics on the following indicators

for each of the fund managers 232:
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managers 216 for the Australian Equity-Growth Sector. Figures 25 to 27
list the fund managers 216 in accordance with their relative performance
based on the following 5 indicators: a. Income. b. Growth. c. Total
Return. 10 Figures 25 to 27 show data 218 for each fund manager 216
for each of the above indicators respectively. Data on each fund
manager's performance over the past six months, one year, three years,
five years and seven years is shown. 15 The risk ranking spreadsheet
220, shown in Figures 28 to 30, includes statistics on the following
|nd|cators}‘§ % f the fund managers 222: a. Standard deviation 224.

b Sharpe gﬁo% € 20 c. Beta 228 Figures 28 to 30 show the fund
managbrsﬁﬁdmagl&cbbﬂ?efach of the above indicators respectively. The
statlstlcs Per ggglcator Ranking Interface 212 for the
Standard Deviation 2 harpe Ratio 226 indicators are based on the
fund Mndgéqsl@@cpé‘ﬂfbrmance over the past one year, two years, three
year and five years. The statistics generated by the Indicator Ranking
Interface 212 for the Beta 228 indicators is based on the fund managers
E'@litmn&hae Sdeshine plastftmcbenyeagfamdlmerayém byheashati§tibal above indicators

tafist
L P PR L A SRR IR 31 o e o
mrhcktm@ Ewcha.?@lson.thqvféumhmmagatm R3BraRSeardd pag. three years and five

years only.

The indicator ranking interface 212 provides information to assist the financial planner 151

in selecting fund managers that suit the risk tolerance of the investor 105.

The system 100 allows a financial planner 115 to directly access the portfolio construction
interface 164 of a pre-existing investment portfolio of an investor. The financial planner
115 can use the portfolio construction interface 164 to adjust the investment portfolio in

accordance with changes in market trends and/or investor's needs.
The following codes are used to implement that the fund manager system 100:

1. Fundmanager.java
This program declares the fund manager class, all of the variables (indicators), all
of the Mutator and Accessor methods and some additional methods to be used in

the build up of the Fund Manager web application.

2. FundManagerDriver.java
This program extracts all of the necessary data from the database 16 and stores the
data in the form of a hash map. The program then writes the hash map into servlet
files. The following servelet files are written into and then stored in the objects
directory 46:

a. fundmanagers.ser
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5 Figures 31 to 34 show the fund managers 232 ranked by each of the
above indicators respectively. The statistics generated by the indicator
ranking interface 212 for the above indicators are based on the fund
manager's performance over the past three years and five years only. 10
The indicator ranking interface 212 provides information to assist the
financial planner 151 in selecting fund mgnagers that suit the risk
tolerance of the investor 105. The system 100 allows a financial planner
115 to directly access the portfolio construction 15 interface 164 of a
pre-exig,ting ir}\l{eg ent ngggugrwian investor. The financial planner 115
0

can use the por i0 Construction intériace 164 to adjust the investment

portfolio in accordance with changes in market trends and/or investor's

eeds..Jh lowi gdes_ are used to implement that the fund manager
gystemﬂ—be[:j%%a\qgggmﬁé aé%ager.java This program declares the fund
managEhislgssgalinofjthe rab | dsaindicdtonsiatall thé therwWatitalios aand initialises the
Acces t iti ethods ta-be d in_the bui
b of R T B el A o dmabase
This pragpamobyeradtscadattidiy necosdanpuiatd frsienene databasdphoadiverviet.java

stores I?gglgﬁ}@sigsﬁgtﬁéﬁ f?lft%é"aﬁ .%pﬁ'll'er%program then writes the

hash mapinto ser es. The following servelet files are written into and
then stored in the objects 30 directory 46: a. fundmanagers.ser -27- b.
jundMapagerspectorWise.ser 3. DataUploadS ervlet.j ava

This is the XML document (deployment descriptor) in which the

DataUploadServlet.java, i.e. the servlet, is described.

5. Performance.jsp
This program extracts the data corresponding to Performance indicators of the fund
managers from the database 16 and displays the data in a spreadsheet format. The

program allows the user to select fund managers.

6. Risk.jsp
This program extracts data corresponding to risk and statistical indicators of the
fund managers and displays the data in a spreadsheet format. The program allows

the user to select fund managers.

7. result.jsp
This program loads the contact attribute from the servlet and uses the methods from

Fund.Manager.java and also HTML to display the interface.

8. secondPage.jsp
This program loads the second part of the interface which contains performance,
risk and statistical indicators for the user to have a look at the fund managers

performance.
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This program (Java Class) loads and initiates the servlet class and
initialises the 5 servlet. The data is initially read from the ser files to a
map and then a database helper object is created by the web context
listener. The DataUploadServlet.java program is configured in the
Web.xml file 36. 4. Web.xml 10 This is the XML document (deployment
descriptor) in which the DataUpIoadSe_rg t.java, i.e. the servlet, is
described. 5. Performance.jsp This program extracts the data
corresponding to Performance indicators of the fund 15 managers from
éhe datﬁllgast%l%g asnd displays the data in a spreadsheet format. The
program allows %Hepuser to select fund managers. 6. Risk.jsp This

prograffhexpragis datet aonresptredisignioteid knanoh s tabisticalomdicdko eufolio once the
the 20 fund managers and displays the data in a spreadsheet.format. The
progralt AL e SR R i A e B B

program loads the contact attribute from the servlet and uses the methods

R0 %ﬁ%ﬂ%’%’@%&%&%ﬂé 531%‘8’1 'oﬁ%hdésT ME 48 'ﬁﬁ’éaﬁf?thfﬂé‘ﬁ?ﬂ SRede includes all

secondPage.| is program loads the second part of the interface whic
cbiitailgqoerfatmeinide, coisipaiad sstaestitdl iticHtorsofahthendsentol hed/egenerating

189%&Rf&gof%ﬂé@&&?ﬁ«eﬁteﬁ%&%@m\%?1?H?ﬁ S:dnvestmentjsp This

T .
program determines the estimated income ca cuﬁatlon of the portfolio once
the user inputs the amount of assets that he wants into the portfolio. 5

h&ga‘f{%ﬂl}él&@é‘%%)gﬁgﬁé%y t%g Fg%%é%%% %?stgﬁe%?éa%ﬁ% ]tﬁe I@l%ction spreadsheet

atabase 16 Inc S of a of the computer system 12.
nkestilogy &&@pgh}@eiﬁhghﬁgﬂqwiggn@m@m@f the portfolio construction interface 364

shown in Figure 36:

Asset Mix Data 366.
Asset Mix Convergence 368.

Historical Investment Indicators 370.

s e bdh =

Ongoing Fee Structure 372.

The Asset Mix Data table 366 includes a column for each of the fund managers 376

selected by the financial planner 115 and a row for each of the following asset classes:

a. Cash - Australian

b. Shares - Australian

c. Shares - International
d. Fixed Interest - Australian

Fixed Interest - International

™

Property - Australian

The asset mix data table 166 shows the distribution of assets over the above asset classes

378 for each selected fund manager.

The asset mix convergence table 368 includes a column for each of the selected fund
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the Portfolio Construction Interface is shown in Figure 35. In an alternative
embodiment, the fund managers selected using the selection spreadsheet
10 interface 116 populate the following tables of the portfolio construction
interface 364 shown in Figure 36: 1. Asset Mix Data 366. 2. Asset Mix
Convergence 368. 15 3. Historical Investment Indicators 370. 4. Ongoing
Fee Structure 372. The Asset Mix Data tgble 366 includes a column for
each of the fund managers 376 selected by the financial planner 115 and
a row for each of the foIIowing asset classes: 20 a. Cash - Australian b.

SORISS:: Apualian £ Shares Inteational. dy EXedInerqsta BIRIAD et mix
Elg EEIXe nterest F‘ferna%onaelf1 Igroperty ustralian easse Thix
datectabled 66 kshisthkidistaiboriort dhtsloetssode, thieedbovechssethe selected fund

r%%?g? eesfs %Z% fofgjle h S%‘{a dn%%? f? %?focaQeThe acse ?t rgl())(f th inyestor's assets
Conv rgence ta lnCI es a column tor each e se ecte un
tQQtheuﬁa@érs@mrmgm 336 ebac:tnt@frmh@thbdvsammleﬁﬂhwesmctive fund

§§aa§8 &10a 6%” Ntk é%ﬁe d?% qqﬁ@%'ﬁ@e%?o%s;%&%ﬂ}g Q.f% Alocared to the

oxe one or each of managers nanC|a
mmmmma canadtoe 3 anphm@m‘.gmd)mhmm\/estor's assets to a
selected fund managers 376 by entering the desired percentage into the
respective fund 5 manager's data box 380. One hundred percent of the
frovesaoh'sselssttd dvodlioemager td the thelatsesdrumd onantggors 37@¢n3H& shows the

&%&%kﬂ?&'@f‘%@?&s in each mentioned asset class multiplied by the percentage of the
investor's assets allocated to the relevant fund manager 376. For example, the asset mix
data table 366 indicates that the Navigator Cash Account fund manager 382 allocates
100% of its assets to the asset class Cash - Australian 384. The asset mix convergence
table 368 indicates that the Navigator Cash Account fund manager 382 was allocated 5%
of the investor's assets by the financial planner 115. The asset mix convergence table 368
also indicates that 100% of the 5% of assets allocated to the Navigator Cash Account fund

manager 382 was allotted to the Cash — Australian asset class 384.

The asset mix convergence table 168 also includes a column 386 that, for each asset class,
shows the sum of the entries across the table 368 for each of the selected fund managers
376. Thus, the rows of the proposed asset mix column 386 show the distribution of assets
of the investment portfolio over the above mentioned asset classes 378, where the
distribution is weighed by the investor's asset allocation to each of the selected fund

managers 376.

In addition, the asset mix convergence table 368 includes two columns 388,390 that each
indicate benchmark asset distributions over the asset classes 378 for respective benchmark
risk categories. The benchmark risk category of each of these columns 388,390 can be

selected from respective drop down lists 392,394 of the asset mix convergence table 368.

The financial planner 115 can display the values for the mentioned classes 378 for the

benchmark risk category of the investor 105 using the first drop down window 392, for
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For each selected fund manager 376, the asset mix convergence table

368 shows the distribution of assets in each mentioned asset class

multiplied by the percentage of the 10 investor's assets allocated to the

relevant fund manager 376. For example, the asset mix data table 366

indicates that the Navigator Cash Account fund manager 382 allocates

100% of its assets to the asset class Cas - Australian 384. The asset mix

convergence table 368 indicates that the Navigator Cash Account fund

manager 382 was aIIocated 5% of the investor's assets by the financial

Iann éhe ass |x copy c? e table %?8 5 alsa '@9'\% tl% tha‘gllues i the

oTt of as ts allocate KPanga?or Efgasﬁ ccoun unJ

pmaymgdr@&ﬁ was atlbtted ﬁﬁ@helﬁaﬂdltmmsthal|ﬁnaassét[dmm§:t3845'Idaa display the
eac% X fRNERBSHEE tab'Fc %%%'?%”f‘%'%@ SR CAUPL P th%a%age]%ory using the

asset class shows the sum of the enfries across the tabl
saonbiiibe delecraddandBffanagers 20 376. Thus, the rows of the
proposed asset mix column 386 show the distribution of assets of the
investment portfolio over the above mentioned asset classes 378, where
"tlH@ faistribaktiplaisanéitheadby the inve@tm‘kﬁésmt allopatiotheovelaich of the proposed

CIII? q %%?%@%[ﬁ 766\7ﬁ§ gé LUs t ggetﬂa?aﬁs §e(}frﬂ% Fé%g i{lgsegil?chmark risk

e 368 in es two columns 3 at each indicate mar
@msg@mstrﬁmuﬁmgrmi@r thenagsdi 6lasdéy 378 fover@gpel&ﬁ/eamemﬂmbarlobserve how

Ei%‘ée%? ‘iﬂ?s gse'&e bep W%@&ﬂ@&%&ﬁ%ﬁ%é’%ﬁ%ﬁ ‘88%%@28113 ) 5’}@% asset mix of

388 selected from respective own lists 3
deseienucbenedrgericei shilat @y 30U o éifimamdiallphaanédd 3 t8rcalpnge the selected

Hiﬁﬁ'ﬁ}’ahﬂge‘fé"é'?é 19" ﬁQ?eQQ@”HPB@&&Jf?é%@%@? far it B’@"tﬁ'&rﬁ@%ﬁ‘og% which the

category of the investor 105 using the first drop down ndow 392, or -30-
prapensié asaefinaewicgisplmdnde thksbeashtherk coipairgehiese values with
the values in the proposed asset mix column 386. In addition, the
financial planner 115 can display the values for the mentioned asset

Ehespbuding edrdatotivechBenberk tHekisansedrplasing the teatpaetigiop percentage
GPWP windaw 39 %eé 1hefpandint B@Q&@{l Hﬁdalﬂ%%éﬁej%e%r WRincial planner

can compare the values of the proposed
115 can change the proposed asset mix of the selected fund managers 376 by changing the

percentage of assets allocated to each of the selected fund managers 376.

The degree to which the proposed asset mix column 386 corresponds to the values of the
asset classes 378 of the benchmark risk category of the investor 105 indicates how closely
the proposed investment portfolio corresponds to the benchmark risk category of the
investor 105. In observing this, both the financial planner 115 and the investor 105 are
aware of the risk associated with the investment portfolio. This risk is presented to the
financial planner 115 by the Portfolio Construction Interface 364 and can be changed to

suit the specific risk tolerance of the investor.

The historical investment indicator table 370 provides a means by which the financial
planner 115 can compare the weighted average return and risk values of the selected fund
managers 376 with the benchmark risk categories. The data presented in this table 370
allows the financial planner 115 to identify long-term themes in the market. On

consideration of this data, if the financial planner 115 finds that the risk is too high, or
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asset mix column 386 with the values of the asset classes of the investor's
benchmark risk category. The financial planner 115 and/or the investor
105 can thereby observe how closely the proposed asset mix of the
investment portfolio corresponds to the asset mix of 10 the relevant
benchmark risk category. The financial planner 115 can change the
selected fund managers 376 to mcreas% or decrease as the case may
be, the degree to which the proposed asset mix corresponds to the
benchmark risk category. The plurality of data boxes 380 allow the
financial pI ner.115 to Qrii ercentage .15 gf th |nve tor's
e R A 0t RSB b he s
dicaaoncivdnge diterpdoposdblcasset mix (obthelgeimcteabfar%&ma@agmsmderation of
76 the. per a fas I cat %to

e S T I B SRS RIS R P R W s o of e
wlﬁmﬂi@&ﬁ@omaswmisthartmpatws dianehe20ragdsereinsdps 18 ofstiee allocation
banehoarl s saegen gfibednvesiordgandgates how closely the
proposed investment portfolio corre onds to the benchmark risk category
of the investor 105. In observing this, both the financial planner 115 and

YESIAE A8 AR AN RINS IS ARRRNAIRE WLLINE RS HNAca with
portfo}(% QI%S risk |ts presen%edéto the grf) %%Zf anner 1 5 y the aee Wi ©
PoefolionCprrstalictiohha@réatee3Ied sind van tbbleﬁaﬂgedudeyasﬁﬂeﬂw@r each of the

sl st alsrance ofdnerj Gl The NstoNGe UNESMENLIHIARIRL dua boxes

e 370 provi a means e financial anner 115 can
&@mwé@eztti@vﬁmgm@b alﬁemgelﬂétLImm nsmlafg]es oftriceselacgedafishd financial

r I T e
T B S o a1 S table

Hérdisplaystresmankat driceoassioiribyioh thichdelasidHrihangiger 376.
planner 115 finds that the risk is too high, or -31 some part of the asset
allocation is higher than expected, then he or she can adjust the asset

HhedmimeiphRlasnentbla¢antohiieasee seligtedivedganaestiblé/868, exgeuting either
&{%”Pé‘?ﬁiﬁﬁa&é’fsﬁ?éﬁdlﬁ@t ifthe;inangiahriog N ftﬁ&%féﬂ%ﬁ‘%ﬁf@&ﬁ'é& $preadsheet

too high, or some part of the asset allocation is higher than expected,

fveefine _butma T ddjusesotipssef dioEstonnBnes foscedibest fABstie button 396,
ﬁl%sﬁlsﬁgfﬁ FOH\RIREAREE PR d68nance Spreadsheet 118 shown in Figures 8 to 14. The

financial planner is able to cancel previous fund manager selections and add additional
fund managers by clearing and marking checkboxes 143 associated with each of the listed

fund managers.

On execution of the Risk and Asset Allocation Spreadsheet function button 398, the
system 100 generates the Risk and Allocation Spreadsheet 120 shown in Figures 15 to 21.
The financial planner is able to cancel previous fund manager selections and add additional
fund managers by clearing and marking checkboxes 143 associated with each of the listed

fund managers.

Once the financial planner 115 is satisfied that he or she has selected the right fund
managers 376 for the investment portfolio and adequately adjusted the proposed asset mix
column to satisfy the investor's risk objectives, then the financial planner 115 executes the

Analysis Report function button 399 and the system 100 generates the Analysts Report
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The ongoing fee structure table 374 displays the ongoing fees associated
with the investment portfolio. The ongoing fee structure table 374
includes the fees for each of the selected fund managers 376. The
ongoing fee structure table 374 also includes data boxes 10 that allow the
financial planner 115 to enter a portfolio service charge and a financial
planner fee for each of the selected fundﬁ;anagers 376. The ongoing fee
structure table 374 displays a summary of fees associated with each
selected fund manager 376. The financial planner 115 can change the

tedf nd ma ers?]G? execu tinggither .1 L eP
BSELCE O CIIRIELS o5 S ATSALD SE0S, ARG RIS e rotowine
foreetiobldrutton 398. On execution of the Performance Spreadsheet
function button 396, the system 100 generates the Performance

Spreadsheet 118 shown in Figures 8 to 14. The financial planner is able
to candel preViess Mid GoamexgenselebtioH®2and add additional fund

managers by zlgg?fﬁ)rllﬁ% &r%d\;ﬁ%rkl%q)f:hﬁzkboxes 143 associated with each
n

of the listed managers execution of the Risk and Asset

Allocation Spisadsiedifidnztion\ltentd98 4ffe system 100 generates

the Risk and Allocation Spreadsheet 120 shown in Figures 15 to 21. The

financial planner is able to cancel previous fund manager selections and

&lid am‘tioﬁaI@J@?mwmaludger@theﬁm@saddmm@ tiveakisoxely convergence

Qa‘éf’e%%%%fﬁ‘fx“v‘ﬂ YW %%;%%tf rtugﬁé% é orll Sg?a{?ﬁggﬁga%h@ %E'fﬁ%@?'ﬁ‘&ta 408 on

planner 115 is satls ecte
enelnafdre STe fat fhedimastzeent Hoftiolidtanmopkstuamensadjditeidthel 0, as well as

Rieposed &?Sfﬁe"? ﬁQsQ&"%@tt%ﬁﬁ“%fP/ HE INMEIAH '?%%Péﬁ%ﬁ‘f%?ﬁ the different

then the financial ner 115 executes the Analysis Report function
penfiom39o:andichersystém 100 generates the Analysts Report -32-
Interface shown in Figure 37. The Analysts Report interface 400 includes

the following three tables: 1. Asset Mix Convergence table 402 5 2.
Pegformtianed \ndisatora¥ups4adl StdistitindesidatortValre saelblef 406 selected fund

managers 376 for different statistical indicators 416, as well as data 418 on the proposed

asset mix 386 of the investment portfolio for the different performance indicators 416.

The Analysts Report Interface 400 allows the financial planner 115 to review the
investment portfolio that he or she has constructed using known performance values and

statistical indicator values.

Once the financial planner 115 is satisfied that the investment port folio adequately meets
the objectives of the investor 105, then the financial planner 115 executes the Income
Yield Report function button 420 and the system 100 generates the Income Yield Report
Interface 422 shown in Figure 38. The Income Yield Report Interface 422 includes a list
424 of the fund managers 376 selected by the fund manager 115. The Income Yield
Report Interface 422 includes a text box 426 allows the financial planner 115 to enter the
monetary amount of the assets that the investor 105 wishes to invest in the investment
portfolio. Once an amount is entered into the text box 426, the Income Yield Interface 422
generates an estimate of the one year dividend yield 428 for each selected fund manager

376 as well as the one year income amount 430 for each selected fund manager 376. The
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The Asset mix convergence table 406 is a finalised version of the asset

mix convergence table 368 shown in Figure 36. The performance Values

table 404 includes data 408 on 10 each of the selected fund managers

376 for different performance indicators 410, as well as data 412 on the

proposed asset mix of the investment portfolio for the different

performance indicators 410. The Statistigal Indicator Values table 406

includes data 414 on each of the selected fund 15 managers 376 for

different statistical indicators 416, as well as data 418 on the proposed

el da%ele fvesiment poriolia for Jne AITBLenPAIBIANFShe invesment
Indicators . The Anaefysrflts Repor ThtErtace 408 allows the financia

platinko D16rte peuiehothendryestreriaortielio thatlheoesheldaBeport Interface 422

constructed using known performance values and , 20 statistical indicator.
] f y 219
SRS O I P O VA e MTMER R Vo 16 SR SRR managers

$akio adegara@ly meets the objectives of the investor 105, then the

financial planner 115 executes the Income Yield Report function button

420 and the system 100 generates the Income Yield Report 25 Interface

1he Bhawminpkiguee BE. Tare danonte YielNREpoMW htbrfadeyiRReiiehedéd’ashown in

#‘?%urA'eZ%$fb eeféé@ﬂtfﬂgr{ﬁgeﬁfaﬁ?é?ﬁﬁ%ﬁ?ﬂe?u%%& %‘lﬂ%@ﬁ@%‘g%rhél%ow?erm price

ncome Yield Reportinterface 4 cludes a text box 426 allows the
fivenoiahpldithesdlesied &ntémhraganetagrampastokthbyabdetnseattive day entry

Pl}é §t2§&95rﬂ’é5£1%§1€?eglé@§}ci@ & INESDEN RATUQUS- (NF G ARBTOYAE are also
s entered into the text box 426, the Income Yield Interface 422 30
ponescated Ay déligenecoftiie dag yedrmivideftDyiblovapdfdiigaecd0. The financial

ISeiedafrnd0anaoes 3A8-axeh %‘?%&%’ §g‘%§§‘§%g}§g%ﬁﬁ%ﬂééﬁ9bunen 442,

or each selected fund manager 376. Report
Ihershes 42adtogeneprsioproiected jistone dfathariavedmeemclpdetfdio the share

DVREAPFIGHR: RS, X8 Ay f&ﬁ%}%@ﬁ%%ﬁﬁdﬂ??%@lé@%@ i'ﬁ‘?tﬂ%s’%‘f}f)ﬁé’é A trend

422 generates this data using the one year performance values of the

pisleantadoltn enpyartegéis amalf@mexam}@ﬂew%@ﬁnmd@tmmwace 432 and
%&eﬁgfﬁ&ﬂgﬁpé%hﬂ%\M@tﬁﬁl%@ltrs)ftmk%fpﬁl%ﬁl?i%gé}%v&é%aming clarifies. Since

no such trend is totally reliable, ie warning signals depend on economic situations such as
inflation rate, 90 day bill rate, 10 year bond rate, monthly balance of payments, budget

projections up and coming reporting sessions, global predictions, etc.

The system 100 can generate the above-described Indicator Ranking Interface 212 by
executing to evaluate the performance of the fund managers. The Indicator Ranking
Interface 212 extracts data from the database 117 on fund managers for a nominated

economic sector and displays the data in the form of one of the following spreadsheets:

1. Performance Ranking.
2. Risk Ranking.
3. Statistical Analysis.

The performance ranking spreadsheet 214, shown in Figures 25 to 27, displays fund
managers 216 for the Australian Equity-Growth Sector. Figures 25 to 27 list the fund

managers 216 in accordance with their relative performance based on the following
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Figure 39 by executing the Market Watch function button 434. The
short-term price movement of the selected fund managers 376 are
represented by 10 consecutive day entry prices 436. The short-term price
movement of the selected fund managers 376 are also 10 represented by
10 consecutive day exit prices 440 shown in Figure 40. The financial
planner can access the 10 consecutive_%ry_ exit prices by executing the
function button 442. The share markets are unpredictable and yet may
lead many to conclude that the share markets are efficient and all

1rr%clacva nltsi_nformation is reflected in the asset price. A trend picker picks

may m?en'tify a warning signal using the market watch interface 432 and 15

reduce their exposure while the market situation that triggered the warning
clarifie%. Sinc?ncrg)(gn%uch trend is totally reliable, ie warning signals depend

on economic situations such as inflation rate, 90 day bill rate, 10 year

bond rate, mdathiythalance of payments, budget projections up and

coming, reportj ions, global predictions, etc. 20 The system 100 can
genera%té the g%@?—%%%@ribed Indicator Ranking Interface 212 by

executing to evaluate the performance of the fund managers. The

#’I%&(j%@é%‘?@%'%M&%EE%%&%H?&B%%&%@MI%% ) %t?&agfetﬂ.é. 1dVe indicators
und managers for a nominated economic sector and displays the data in

tespéonmelyf. onetabtheatdlibwihmepeadsiebmnatce oPertbepasicex months, one year,
BRARG: 3RISRANING, & WAKSIGaARasis. The performance

rankinhg spreadsheet 214, shown in Figures 25 to 27, displays fund 30

managers 216 for the Australian Equity-Growth Sector. Figures 25 to 27

sk RYaRMANBREIR AL IbaceRsdange MU et Bl REIAT AN ics on the
based on the following -34- indicators: a. Income. b. Growth. 5 c. Total
REnwmMFigdicesops ity exckinbhddadngfagasacdiund manager 216 for

each of the above indicators

a. Standard deviation 224.
b. Sharpe Ratio 226.
C. Beta 228

Figures 28 to 30 show the fund managers 220 ranked by each of the above indicators
respectively. The statistics generated by the Indicator Ranking Interface 212 for the
Standard Deviation 224 and Sharpe Ratio 226 indicators are based on the fund managers
performance over the past one year, two years, three year and five years. The statistics
generated by the Indicator Ranking Interface 212 for the Beta 228 indicators is based on

the fund managers performance over the past three year and five years.

The statistical analysis spreadsheet 230 that includes statistics on the following indicators

for each of the fund managers 232:

g. Alpha 234.
h. Tracking Error 236.
1. Information Ratio 238.

J- R Squared 240.
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respectively. Data on each fund manager's performance over the past six
months, one year, three years, five years and seven years is shown. 10
The risk ranking spreadsheet 220, shown in Figures 28 to 30, includes
statistics on the following indicators for each of the fund managers 222: a.
Standard deviation 224. 15 b. Sharpe Ratio 226. c. Beta 228 Figures 28
to 30 show the fund managers 220 ranked by each of the above indicators
respectively. The statistics generated by the Indicator Ranking Interface
212 for the 20 Standard Deviation 224 and Sharpe Ratio 226 indicators
are based on the fund managers performance over the past one year, two
years, three year and five years. The statistics generated by the Indicator
Ranidng Interfelceli? fior ﬂuecBethQf&sinZB@at@nkdé ltnasefd:bmfth@ftabdve indicators

th
rgsgirllsatlcal? peﬂPrn%at cd é%lrlel‘ 5@%7 at mc%l ol ?ran XI%? ﬁce 2-Iiaefor the above

anaIyS|s spread des statistics on t
folloateny ivdibasedsorfdhefichdohtme ferdperdoagerse282r ghAiphatRe4. years and five
%ér l%n Error 236. 30 i. Information Ratio 238. j. R Squared 240. -35-
ures 31 to 34 show the fund managers 232 ranked by each of the
above indicators respectively. The statistics generated by the indicator

ﬁ%‘ﬁ@cﬂdéﬁﬁr E né%ltglrfggg ¥F0\m%]§: ﬂ‘}%ﬁlﬁrt?og qg %gs?g? ttlt]eef HMI?] planner 151

manager's per ance over the past three years and five 5 years on
inhrelgadivatomdamiirg énse hizicai2 IR prdvidesandowh thivm veséasiithe

financial planner 151 in selecting fund managers that suit the risk

tolerance of the investor 105. 10 The system 100 allows a financial

Pranmsten 340 dileety Socositinapoetfdlld todaweityienacess the portfolio construction

interface 164 of a pre-existing investment portfolio of an investor. The financial planner
115 can use the portfolio construction interface 164 to adjust the investment portfolio in

accordance with changes in market trends and/or investor's needs.

In one embodiment of the invention, the system 100 includes a Macro Trend Forecasting
Interface (not shown). The Macro Trend Forecasting Interface includes graphical

representations showing data on each of the following economic indicators:

1. World Outlook — GDP and Industrial production growth in the US (see
Figure 41), Output growth and inflation in Australia's major trading partners
(see Figure 42).

2. Australian Outlook — GDP Growth (see Figure 43), Consumption and Real
Household disposable Income (see Figure 44).

3. Key Growth Sectors (GICS) — Petroleum and Chemicals (see Figure 45).

4. Financial markets — Australian and foreign yield curves (see Figure 46).

5. Domestic Wages and Prices — CPI and materials prices (see Figure 47).

The financial planner 115 is able to use this information to identify longer-term themes
based on demographic trends plus technological, political and social developments. As
well as this thematic analysis, quantitative value/momentum models are use to identify

tactical sector opportunities. Both inputs are used in combination to identify sectors to
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interface 164 of a pre-existing investment portfolio of an investor. The

financial planner 115 can use the portfolio construction interface 164 to

adjust the investment portfolio in accordance with changes in market

trends and/or investor's needs. 15 In one embodiment of the invention, the

system 100 includes a Macro Trend Forecasting Interface (not shown).

The Macro Trend Forecasting Interface includes graphical

representations showing data on each of the following economic

indicators: 1. World Outlook - GDP and Industrial production growth in the

UV% (\s;,v%fle (%rFll1 yre gf/%{ghg)u[ﬂut Wthmav%(sj }Hgn tion. i f\ustrallas major

radin artners see Figure 25? ustra 1lan E)o “GDP Growth

(see Flgure 43), Consumptlon and Real Household dlsposable Income

%8? tab u'ilelvdézsL {( set¥ r%v theﬁgc}ao';lss(a 818 OF%ett(;g))l\e"f(r)n terrm entry and exit
hemicals (see Figure %% 25 ihancial markets - Australian and

p@ﬁeugmymid @auésimrﬁ@mwﬁﬁvﬁut)@é%thagbgmgbmmHs b@P4pplicable

ACIREHAIR ALCTRRER NG Al NE AP AB AR IS ARE Mrgium-em

use thi sm ormation t0| ent longer-term themes based mogra
orestas tetiersnte dhiolosfieal, [90lincaliderd astorladaveloprere his. W(Ehfi@)themadown and

B 'r?o&gy‘ﬂp%ﬂ% 2[51%1'%/ BRI HRARANE \é%ﬂ?éf&?ﬁb‘%ﬁ%ﬁ‘b gFJﬁ" AIEIIR lients.

ctical sector opportunities. Both inputs are used in com bination
to |dent|fy sectors to -36- over weight or under weight an investor's

%%S - WEJ %IAH d:érﬁ?lg&‘*?lf lﬂX@H’TSﬁ&ﬁg%‘%@&%Jﬁ%&%& ?legtho&ample of a

etermlne entry and exit pOSItIOﬂS and to ant pate market
b@r@md@mdmgf@@ﬁpﬁﬁbI§%)réogemenagydoélsm®ppﬂ|@hbmn Sndegmesnd8 and 49. The

Hl‘ﬁr ﬁ@erﬁﬁﬁ&%@%@f&ﬁ%e%@%E‘tsﬁE@{@@'ﬁ%ﬂ{‘%Yh'é}VﬂlV@slﬁ{&t E)gﬂfoho ngs available

ium-ter short-term. The system 100 provides a financial plan
llsnsg/\thh Bowideplapendsemildvottermdpraddydio ol stbigwke favEme#s shows an

9;&‘}{&5?&‘8@5‘ RahallPhiis %ﬁl@&itﬁﬂ? "s’é?ecﬂ&ﬁ %¥§é§ﬁ"sﬁ99[ '§0%anbcﬁe“§anuon spread

for margin lending investment portfolios. An example of a 10 margin

sbaelingipidaclld 00 h@rrmbﬁag@d%rﬁik)%ltsmmemlmgw&@%f@ﬁﬁw functions in
Jﬂ@nﬁ@é&h@ Iﬁﬂgf{ég RS)IEHQJ'QISQ{% 'ﬁﬁg%%Jépm18m35m¥a§gﬁ8ﬁtspread sheet 120

portfoliotypes available
shown in Figure 15.

Figure 49 shows an example of a portfolio construction interface for margin lending 506.
The portfolio construction interface for margin lending 506 functions in an analogous

manner to that of the portfolio construction interface 364 shown in Figure 36.

An example of a margin lending portfolio 510 for direct shares is shown in Figures 50 to
52. The margin lending portfolio for direct shares 510 is selected from other investment
portfolio types available using the "Profile Type" dropdown window 512 shown in Figure
48. Figure 48 shows an example of a risk and asset allocation selection spread sheet 514
of the selection spread sheet interface 116. The risk and asset allocation selection spread
sheet 514 functions in an analogous manner to that of the risk and asset allocation selection

spread sheet 120 shown in Figure 15.

Figures 51 and 52 show an example of a portfolio construction interface for margin

lending 516. The portfolio construction interface for margin lending for direct shares 516
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using the "Profile Type" dropdown window 502 shown in Figure 48. Figure
48 shows an example of a risk and asset allocation selection spread
sheet 504 of the selection spread sheet interface 116. The risk and asset
allocation selection spread sheet 504 functions in 15 an analogous
manner to that of the risk and asset allocation selection spread sheet 120
shown in Figure 15. Figure 49 shows an gxample of a portfolio
construction interface for margin lending’506. The portfolio construction
interface for margin lending 506 functions in an analogous 20 manner to

hat of the portfolio construction interface 364 shown in Figure 36. A
e R T B S e 364 shown
Hiduges:50.to 52. The margin lending portfolio for direct shares 510 is
selected from other investment portfolio types available using the "Profile
Type" dropdown window 512 shown in Figure 25 48. Figure 48 shows an
Axathptepofferrisk camobdssenalid tationspitetioysspreachsivaéed d4saftid It will be
ion spre t. interf e I n [locati .
B e B e e e prploment=t
theariskrabel axfsetifiticoationyseletlioresprethd shest prOtshdwmpleRiguation of the
Ei le.o tfolig.construct -
O S yer system i
pagtiginkshidingfofeieringharas: 516 -37- functions in an analogous
manner to that of the portfolio construction interface 364 shown in Figure
36. Another preferred embodiment of the computer system is hereafter
descrided. It Wilidne Riskgpyafdimao those skilled in the relevant art that the
computer Sys&?%ﬁ?l@l@&ﬁ@@@ﬁ%ﬁﬁai@;a‘ number of different ways.
However, the most practical implementation of the components of the
computer systemliyestonideeies implementation. The computer system is
partitioned intQ trlglgfgl}%\{g}gaqlr@as: 10 1. Client Risk Profiling a. Risk
tolerance Questionnaire; b. Investor Score;
d. Style Investor Type.

2. Micro Portfolio Selection
a. Managed Funds
1. Sector Funds Sheet; and

1. Fund Manager Ranking.

b. Direct Shares
1. Sector Spreadsheet; and
1i. Fundamental Ranking.
3. Macro Portfolio Selection
a. Leading Trend Indicators
1. World Outlook;
1. Australian Outlook;

1il. Key Growth Sectors;
iv. Financial Markets; and

V. Global Domestic Prices.
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c. Risk Meter; and d. Style Investor Type. 15 2. Micro Portfolio Selection
a. Managed Funds i. Sector Funds Sheet; and ii. Fund Manager Ranking.
20 b. Direct Shares i. Sector Spreadsheet; and ii. Fundamental Ranking.
3. Macro Portfolio Selection 25 a. Leading Trend Indicators i. World
Outlook; ii. Australian Outlook; iii. Key Growth Sectors; iv. Financial
Markets; and 30 v. Global Domestic Pri_c§§F._ -38- 4. Portfolio Construction;
a. Asset Allocation; b. Client Profiling; c. Fee Structure; 5 d. Income
Report; e. Client Scenario; f. Analysis Report; and g. Market Wrap. 10 A
discussion o ects of the computer system are set out
below. §r1 C“r;ﬁotr%?ﬁ?g? %lﬁlg%on

Asset Allocation;

b. Client Profiling;

C. Fee Structure;

d. Income Report;

e. Client Scenario;

f. Analysis Report; and

g. Market Wrap.

A discussion on the above aspects of the computer system are set out below.

1 Client Risk Profiling

The computer system 1000 shown in Figure 53 generates the questionnaire 1002 shown in

Figures 53 to 62 for an investor. The questionnaire 1002 includes, amongst other things, a

discussion on risk tolerance and information about the double challenge of:

1. making an accurate and meaningful assessment of their willingness to

accept risk as they perceive it; and

2. Expressing this assessment in such a way that what they already have in

place, and the alternatives now offered to them, can be evaluated in terms of

their risk tolerance.

The questionnaire 1002 also includes information about risk profiling in general and a
description of the five risk categories. Risk Profiles and Investor Profiles are used by

Financial Planners in the process of selecting Asset Allocation where the Financial

Planners triple challenge is:

1. To determine an asset allocation that will achieve the client’s financial

goals;
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The computer system 1000 shown in Figure 53 generates the

guestionnaire 1002 shown in 15 Figures 53 to 62 for an investor. The

guestionnaire 1002 includes, amongst other things, a discussion on risk

tolerance and information about the double challenge of: 1. making an

accurate and meaningful assessment of their willingness to accept risk as

they perceive it; and 20 2. Expressing t_hgi)a_lssessment in such a way that

what they already have in place, and the alternatives now offered to

them, can be evaluated in terms of their risk tolerance. The questionnaire

1002 ajso inclydeg, informaion;ahont ik prafling 1 9enetal 1A aRe client's risk

description of the five risk ca egories. Risk Profiles an Profiles

are used by Fohanctal Pddnners in the process of selecting Asset

Allocatipn where the Einancial Planners tri halle is: 1.T

detorine an Latblloua A Al T h L o S Elepe ST fwgchatlenges. o

goals; -39- 2. layddte prioswiethehting dssetiailetdition is consistent with

the client's risk tolerance; and 3. If there is no asset allocation, which

meets these first two challenges, to have the process of resolving the

Orisenatpleti®Or toeripietionstbthalasngsstionm thednteedior Basubixebunetion button

‘Results” functi utton 4 i Figk ; e.

L o A A RO e 63,

Hhoaammsttre oliems IS0 @dronthistbe dicarswers tirohe hiuestisnmsapswers to the
r [ [ ir

g%ég&%ﬁsﬁ]ﬁ??ogwg AR (?Jgﬂg) ?E?%ﬁ&*gﬁesﬁ%?&ﬁg 598,{1581%@@ R&WFes page 106.

06. 10 The Results page 1006 includes a ption of the risk profile
dBeoBimdth witgehE0fisplalyeidsseoresamplianisk ristaiskopeshowingeaated with the

%%ggﬁ&%@&@?%%%'%@ﬂ%e?&f i%bO%%Sr%?é% Ioaﬁﬁi&Y%%&Q/reslo?Vtﬁlétﬁﬁtribution of risk

nt risk groups. 2. Micro Portfoli
tolerances of investors' over the different risk groups.

2. Micro Portfolio Selection

On completion of Client Risk Profiling, the computer system 1000 generates the Portfolio
display 1010 shown in Figure 64. The Portfolio display 1010 is used to select between the
following displays, each being accessible by use of a mouse to click on a corresponding

tab 1012:

a. Funds;
b. Shares; and

C. Portfolio Construction Interface.

In the portfolio display 1010 shown in figure 64, the "Funds" tab 1012 has been selected
and the display 1010 includes a list 1014 of Funds Managers grouped by Aus Equity. The
portfolio display 1010 includes a "Group By" pull down menu 1016 that controls the
grouping of the displayed fund managers. A user can change the grouping by selecting a

different group from the pull down window 1016.

The portfolio display 1010 also includes a "Select Indicator" pull down menu 1018 ranks
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15 On completion of Client Risk Profiling, the computer system 1000
generates the Portfolio display 1010 shown in Figure 64. The Portfolio
display 1010 is used to select between the following displays, each being
accessible by use of a mouse to click on a corresponding tab 1012: 20 a.
Funds; b. Shares; and c. Portfolio Construction Interface. 25 In the
portfolio display 1010 shown in figure 64, the "Funds" tab 1012 has been
selected and the display 1010 includes alist 1014 of Funds Managers
grouped by Aus Equity. The portfolio display 1010 includes a "Group By"

&‘é”ﬁ?:?d"r’ﬁa@&eg[‘?‘%slﬂﬁﬁt ‘E‘él%oé‘érﬁésagégr %%%%%?Béﬁ%&i‘!:% Jé?#%f%cf%%%‘?' The portfolio
managers. ATuser can néet e grouping by selecting a different group
fisphathel BN dbwwnyvind birgwi®164 30 orhexportielioraigplayicl Glddalsmnagers 1014 in
includes a "Select Indicator” pull down menu 1018 ranks -40- the fund

Eriﬁ%%rgglé% \ﬂﬁljh (ﬁs?)?acl)?renc? in accordance with the indicator selected. The

portfolio display 1010 shown in Figure 64, for example, ranks the fund

10314 | with the "| ok tholio displ L
B A P e SRR IB N
Bactadnerst didhfefanharagerssovern & predetenminedmurhbep b years The range of

%Q&s{?cgt § Eési%@ﬁsfg’?%%gﬁéiﬁﬂq%%&l@f&nﬂ%?s?%?%@%@d‘ Hi }&éﬁ?lptrend of the

eyond the general tre the asset class an m to gain a
msxiectistailed dhderdtemdingan theniorieedetailadkndetstatdimg of the inherent risk and

cteristics.of ea S r r I -1 ime.
R A S A S oo R A s, e
ectnio dhsalap A0 16r skeweh fonkdignehadefaroaxafaple, onthySinsomhgiaa 1020 for

éﬁwmﬁdjn}é%%e? y@ﬁﬁo? 1yﬁ%ﬁﬁh?§’ﬁ%rrﬁh§,n@1z&ﬁ‘?ﬁ1{§ 1 year, 2 years, 3 years, 5 years

and 7 years.

The portfolio display 1010 displays data 1020 for the following indicators for the fund

managers 1014:

1. Growth data 1020 for each fund manager 1014 for 1 month, 3 months, 6
months, 1 year, 2 years, 3 years, 5 years and 7 years, as shown in Figure 65.

2. Total Return data 1020 for each fund manager 1014 for 1 month, 3 months,
6 months, 1 year, 2 years, 3 years, 5 years and 7 years, as shown in Figure
66.

3. Standard Deviation data 1020 for each fund manager 1014 for 1 year, 2
years, 3 years, 5 years and 7 years, as shown in Figure 67.

4, Sharpe Ratio data 1020 for each fund manager 1014 for 1 year, 2 years, 3
years, 5 years and 7 years, as shown in Figure 68.

5. Beta data 1020 for each fund manager 1014 for 3 years, 5 years, 7 years and
10 years, as shown in Figure 69.

6. Snail Trail data 1020 for each fund manager 1014 for:
a. 1 year standard deviation V performance; and 3 year standard deviation

V performance, as shown in Figure 70.
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The portfolio display 1010 displays data 1020 for the following indicators
for the fund 15 managers 1014: 1. Growth data 1020 for each fund
manager 1014 for 1 month, 3 months, 6 months, 1 year, 2 years, 3 years,
5 years and 7 years, as shown in Figure 65. 2. Total Return data 1020 for
each fund manager 1014 for 1 month, 3 months, 20 6 months, 1 year, 2
years, 3 years, 5 years and 7 years, as shown in Figure 66. 3. Standard
Deviation data 1020 for each fund manager 1014 for 1 year, 2 years, 3
years, 5 years and 7 years, as shown in Figure 67. 4. Sharpe Ratio data

1020 for each fund managey 1014 for 1 year. 2 years, 3 _25years, ars
and 7 oms B choal SRR AL VY RRIANERE, Ind oS BARHE error v
manager 1014 fope3fpearsch, yealewhyedngard 110 years, as shown in

Figure £9. 6. il Trail 20 far each fund manager 1014 for: a. 1
yenr stkndarc SR VP gt f et o feRb S g 7 v
V performancaydssiown an Figurei7 @igdte 1. 1 year tracking error V

f ; : ' V. perf in Ei
27 Rioha cL g oy At B R TR RS SIS years 7
years and 10yyewrsndd&hoavn s Figune inZi5u8¢ Teacking Error data 1020
for eacy f”“ﬂk%ﬁ%%%&%‘h&%ié’ S350 ¥ ?u%{c?%%r?g%%rl?@ﬁal‘ér 3 years, 5

as shown in Figure 73. 9. Information Ratio data 1020 for e fund
manager 101%¢fos.3/yars 28dyidhysai?, ysatwamd i Bigewrddas shown in

Pgure ¢t 10RRTMRIEGAR R 2020 /21 &AL AILMBAAIBTA A Y. 5 years, 7

years, 5 years, 7 10 years and 10 years, as shown in Figure 75. 11. Top

Ten Holdings Y¢ara agt0fyearacks fillwavmanBigerel (3.4, as shown in
11. Top Ten Holdings data 1020 for each fund manager 1014, as shown in

Figure 76.

12. Global Industry Classification Standard data 1020 for each fund manager
1014, as shown in Figure 77.

13. PE Ratio data 1020 for each fund manager 1014, as shown in Figure 78.

The snail trail data 1020 is presented to the user in the form of a snail chart 1022 generated
by the computer system 1000, as shown in Figure 70 and Figure 71. A graphical depiction
of a fund’s risk and return performance over time, relative to industry averages. Risk,
measure in terms of the standard deviation of returns, is measured on the horizontal axis,
and returns on the vertical axis. The point where the two lines intersect in the middle of
the graph represents the average risk and return for all funds surveyed within the sample
over the same period. Against this matrix, the historical performance of a particular fund
over consecutive time periods is plotted and then joined by a line to create the snail trail.
The preferable sector for a fund to be in is the top left-hand quadrant, which represents
consistent above average returns and below average risk relative to the sample of managers

or funds surveyed.

The user can select a fund manager by checking the selection box 1024 corresponding to
the desired fund manager. Unless we are adopting a “passive index” approach, all

investments and tracking methods involve trying to find outstanding Fund
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Figure 76. 12. Global Industry Classification Standard data 1020 for each
fund manager 1014, as shown in Figure 77. 15 13. PE Ratio data 1020
for each fund manager 1014, as shown in Figure 78. The snail trail data
1020 is presented to the user in the form of a snail chart 1022 generated
by the computer system 1000, as shown in Figure 70 and Figure 71. A
graphical depiction of a fund's risk and regurn performance over time,
relative to industry averages. Risk, 20 measure in terms of the standard
deviation of returns, is measured on the horizontal axis, and returns on
Me vertl aX|s 'lihedfomt where the 0, nes int rseﬁt in the mld

ana ares ivestment wci( are Sic daé)}%roac es o finding the
eqg ap represents e average ris Fetu for a urveye

bashishtivessdmple pv@reﬂamsquiwisdpﬁ@ﬁimb@ﬁthiarmésunwmémlﬁuermgon terms

Afprrrrp%nce oc{at C{lcular fund over consecutive time periods is plotted
qhenﬁ)omed by a line to create the snail trail. 25 The preferable sector

for a fund to be in is the top left-hand quadrant, which represents

apnsistEht &BoveanBIply A ppituachand below average risk relative to the

sample of managers or funds surveyed. The user can select a fund

manager by checking the selection box 1024 corresponding to 30 the

Basikednfyitdpiyamagesck) piekmye Aralgdepiing enipassik® imdehod, look at the entire

a roach Il inves ents acking met od5| volve tryi to in
DAoL L0 PSPt hc VL ol e is  wide
anesbng bamﬂ)&pmmdhaesﬁmyfimdrrsgdhbadmdsbrslaamesnﬂmgh&mofeskmqalce data and

al ak, these are k by the jargon terms "bottom-up" and
S}% d%l Wi B% 151 e 1']éeo %ar?”l?b& ana %‘fs known simply as "stock
picking”. Analysts who employ this method look at the entire universe of

BharesEnd My riivehineApprbaces by applying various tests. There is a
wide range of possible tests that may be used, based on accounting data,
market price data and 10 subjective judgements like quality of

TRNagepent shirthds tiep-Joaem féppromahaged funds on the logical grouping they
belong to. Assuming that analysts tend to look anywhere in the world, they will compare
all the available national markets and select the best ones. Then they take only the best
markets compared to all industry sectors within them and select the best ones. Finally, they
take only the best sector, compare all shares or managed funds within them and select the
best ones. Again, there is a wide range of possible criteria that may be used to access

which are the best.

) Relative Strength Index

Technical analysts use both top-down and bottom-up approaches except they focus only on
market data, primary price for the criteria used to make the judgements. One of the most
powerful of the possible technical analysis tool is also one of the simplest — “relative
strength”. Relative strength is simply one thing compared to another to see which is
increasing the price faster. To do this, the comparisons must have a common base so if we
divide the prices over the time of the listed shares or fund managers by a common base
such as the market price index, we will be able to identify which shares a fund managers

price are rising the fastest.
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The strongest shares Is the search for or managed funds on the logical

grouping they 15 belong to. Assuming that analysts tend to look

anywhere in the world, they will compare all the available national

markets and select the best ones. Then they take only the best markets

compared to all industry sectors within them and select the best ones.

Finally, they take only the best sector, cpmpare all shares or managed

funds within them and select the best onés. Again, there is a wide range

of possible criteria that may be used to access 20 which are the best. c¢)

é*g@r'%{seu}%%?9&%&’%H%XtﬁeeSJ%Q@%%L@}Q%%%E%H@ r%%’gq‘sgtgﬂ%'%o‘s"égtér% end to remain the
-up approaches except they focus only on market data, primary

prioezéor thalenitdhid i $edstonnaleethl jwdgeménts ti@neron ghest pagfolio synergy and

werful of the ble technical analysis togl is alsg one. of the simplest -
R e e e el T YRl AR DR QP R have o
supsther tsemwhichhis ncreasmty thegrice ¢aster. flodiongrisylthealysts who might
C rsQns. hav mon base s if we divide the pri ver
I Bl ol W JE AR LD Whgement bt
the thenkrarkesrpricecirmesedvecwilllhe adtbriodtentifyswhichestlamesloofing to add the
Mana9sls. ﬁi&&:{ are rising the fastest. -43- Analysts have found that the

strongest shares, fund managers or sectors tend to remain the strongest

in their field for some time. If we can find the strongest portfolio synergy
RBAtsaytwiththerm yvhileathey @sgepertarmiferbetiehivanthehpaddie by hand using
overall, we should have a superior outcome. This has an advantage over

the RikgaiES SSURBEWND FgHaenliRy WRRRL R oigFR o Tadfe could use a
giratishaie rsebian Hepyospestsand Mmanogrmiet ftwiie Piatkete methods will

hasn't recognised yet. The technjcal analyst is therefore looking to add the
YRGS nTBRN B FatDE s Hish SR TSI SIS AP & b SBA HGy iff¥rsRy YWe could

wiaysy dreanthe o dytageh ugingedOitldasbake datiaa seeiioniagske the charts to
uter literate reader could use a spreadsheet.

alculator. The co
t?”écg I DS ML D eSS DfiSirting software but these methods

will vary slightly depending upon the features built into each charting
BRMWAEE- WYR £iPHIfhe in on them faster if we shift them mathematically. I want to find the

sectors that have gone up the most in the last three months. To do this, we take the price
now and divide it by the price three months ago. This will indicate which sectors are rising
in price and by what percentage. We then select the ones with the strongest percentage. If
a three months relative strength sector produces too many sectors on the rise, then narrow
the field down, either 44 or 22 trading days, sample, instead of 66 days or three months,

sample, so as to make a valid comparison.
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simply chart the relative strength of every industry sector and usually

inspect the charts to find which has risen fastest in recent times. 15

However, we can hone in on them faster if we shift them mathematically. |

want to find the sectors that have gone up the most in the last three

months. To do this, we take the price now and divide it by the price three

months ago. This will indicate which se_cg&rg are rising in price and by

what percentage. We then select the ones with the strongest percentage.

If 20 a three months relative strength sector produces too many sectors

PR fise (DS RATE 106 deld fonn. Sliner A4, aLeARING M period. the next

sample, instead of 66 days or three n(‘i”ontﬁs, sampfe, SO as to make'a

sahdebrinparidonur4dschtreforsy fravivig foemd i Hefative shopgrgebtor or

stock over a specific period, the next step will be to do our research and

to see whether it will fit into the portfolio. The computer system 1000

Thpponystens-sitond (00 dwlesoftr stikk]calé perfbriesaficeylbliisk, adsperformance, all

sless and.al lvaRRnLagcler WG MOShEOMPLENSATNALANAR Sfnge of deep

eep quantitative research tools and relative strength economic

indigaress systerviaticaltyandect £y ¢lstemmgihirgompyoands gerforydregnatically used
S in.g n ICamayr ich.p tly gi .

P R AR A MEheic markces

whinhgaebenihdgidesersifledyoved 2 dngsindsshégoraral alath ASK BODisteets on over

itj [Mersifi ' rs, Therefore; - o
e AT ool DI R i Securites
pieeradicdorvexarplsinesanedyis thbaretods drsaesplitEatsddctienitgically developed

Il'ﬁlcﬁ L%Il 98&&%@91&@%fhﬁ?iﬂaﬁ%ii‘glaﬁl%ﬁ %ﬂ%igﬁﬁ@"@%ﬁgﬁﬁp %Q%%é%{stgﬁd resource

organisation to marry these factors into an integrated plan: 15 An investor
chiliaoriithastdh ghelkriow|derye abaibine theestwidnttheogutlssand expertise of the

CECAMMEA S EMRALE BXIBRSIMRPAASREYGRGA S reducing the risk

element associated with investing in Direct Shares. The Group's services
are underpinned by both a comprehensive external research house and

WENAYSG JESHRAREN [ UGS i BN AS S RSl MRS YRS T RRRRUH ISR 3% mmend to

and monitor investment products and assess trends on a global basis,
Uhstingeg extensively researched, thus reducing the risk element associated with investing

in Direct Shares. The Group’s services are underpinned by both a comprehensive external
research house and in-house research facilities which assess investment opportunities,
track and monitor investment products and assess trends on a global basis, updated
regularly through its sophisticated software system and research database. These functions
are outsourced by, for example, Morningstar — Quantitative And Qualitative Research

www.morningstar.com.au; Aspect Huntley— Quantitative And Qualitative Research

www.aspecthuntley.com.au  and  Access  Economics -  Leading  Indices

www.AccessEconomics.com.au

In the portfolio display 1010 shown in figure 79, the "Shares" tab 1012 has been selected
and the display 1010 includes a list of Share Companies 1026 grouped by capital goods.
The portfolio display 1010 incudes a "Group By" pull down menu 1028 that controls the
grouping of the displayed Share Companies. A user can change the grouping by selecting

a different group from the pull down window 1028.



10

15

20

25

30

20 regularly through its sophisticated software system and research

database. These functions are outsourced by, for example, Morningstar -
Quantitative And Qualitative Research www.morningstar.com.au; Aspect

Huntley- Quantitative And Qualitative Research

www.aspecthuntley.com.au and Access Economics - Leading Indices
www.AccessEconomics.com.au 25 In the portfolio display 1010 shown in

figure 79, the "Shares" tab 1012 has been selected and the display 1010

includes a list of Share Companies 1026 grouped by capital goods. The

Rl ePaY Q1PN Ues, R GIRUP BYI R AR MERU AORE N down men
controls the grguﬁfng of the iIsplayed Share Companies. KGser cah

t03h geatheugre ubén §Hoyes €lentpagic3018 Hiffdrphaygbup fordascpulidowre indicator
window 1028. -45- T.he portfolin.display 1010.also ingludes a "Select
TR R P b R i R banks he Share
Companied 12326 displalpeden gbsbed doaderith Yhedivdicator selected. The
portfolio display 1010 shown in Figure 79, for example, ranks the Share
Companies 1026 in accordance with the "Dividend Yield". 5 The portfolio

splay tidio dkpdagid Py sldatdi G083 aksodiddechesivhithesl seldctbd selected indicator

ﬂafrii%%s b fﬁé}@@%@@%ﬁ&@ﬁ@&&%@9@*@?&%& iaxggp%g%ﬁtsmmsd The range

statistics Is de igne to ta nancial
Hataists g istdpskangdn thakegdecralanerd Bfanherassseplhsyomddladiganeral trend of

hemia g, aaﬁﬁoe(ﬁo‘?x‘?tt%@ﬂcﬂ&i?ga‘?ﬁ%%g%%%g{ ’i'i‘eediﬂﬁﬁéfs%{iﬁhégfetﬂg inherent risk

return characteristics of each class over short and longer-term time
framesurTivbapettdiiceliepraghl olbesshowhdth Fegete?d ldogextampleme frames. The
g&?&g’l}’& ﬂ%‘ﬂﬁyfbﬂ%ﬂ%ai&% {foreagh %ﬂzﬁlgoﬂ%ﬂ% H038:501 IR data 1032
999: June 2000: June 2001; June 2002; June 2003: December 2003;
frurrecioBDara gamresembay 2ooknes 99 porefdMoispiay2001:07displ)s; June 2003;

fa 1032 yathe, felkming idisaigrs dop g Share Companies 1026: 1.

Price Earnings Ratio data 1030 for each share company 1026 for June
1999;

The portfolio display 1010 displays data 1032 for the following indicators for the Share
Companies 1026:

1. Price Earnings Ratio data 1030 for each share company 1026 for June 1999;
June 2000; June 2001; June 2002; June 2003; December 2003; June 2004;
and December 2004, as shown in Figure 80.

2. Growth Yield data 1030 for each share company 1026 for June 1999; June
2000; June 2001; June 2002; June 2003; December 2003; June 2004; and
December 2004, as shown in Figure 81.

3. Gearing Ratio data 1030 for each share company 1026 for June 1999; June
2000; June 2001; June 2002; June 2003; December 2003; June 2004; and
December 2004, as shown in Figure 82.

The user can select a Share Company by checking the selection box 1034 corresponding to

the desired Share Company.

The portfolio display 1010 also includes a "Select Indicator — current" pull down menu
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June 2000; June 2001; June 2002; June 2003; December 2003; June
2004; 20 and December 2004, as shown in Figure 80. 2. Growth Yield
data 1030 for each share company 1026 for June 1999; June 2000; June
2001; June 2002; June 2003; December 2003; June 2004; and
December 2004, as shown in Figure 81. 3. Gearing Ratio data 1030 for
each share company 1026 for June 1999 June 25 2000; June 2001;
June 2002; June 2003; December 2003; gune 2004; and December
2004, as shown in Figure 82. The user can select a Share Company by
ing the, selectign box.1034 corr nding ta .the desired Shar o
e N PRI S S TR AR SRR e indicator
stlected” didh deamplee the -d@tfo0idGltkhanyahkEthenShaketleobhpanfesni@ges 1026 in
Isplayed in accordance with.the.indicator selected. For example, the
%Cog%g?{gcgigﬁ%&fof lcc:glri?érlranrm%é Share Companies 1026 in accordance
with the "Price/Earnings”. 5 3. Macro Portfolio Selection Consensus
}g)r(_aca Dum rr%g e g%ye%y% an average _of a_ll economists' forecasts
which gives a top down created expectation in general on how the market
views the global and domestic prospects. Financial Planners and
?3’1%%&951?& N&FE llgt btg}%”afj@%?ﬁ%ﬁé}‘ Ilqzeal?grg SSfOJﬂh%&?Q@%y forecasts which
ecause It indicates how various typés of investments will pertorm. By
giackingopcdromizaiatd skptrasiindiexgshizadinghndichtorsitimiestors thifl global and

t ' likel f e
R L RIS s o e
pudikefstheS:Tore e diengwcoin andic dvdibatwreasieus égpghed tovpsedistts will perform.

By Qlﬁgk%?'néﬁdﬂo%?ce&agg%ﬁ% FUShaR 5‘?01%§fﬂﬁ§ LRGSR BEIPHEbe able to

a‘few misses, such as during the OPEC oil crisiS in the 1970's and the
dettamiisatheidikolisipash P9I ure deaiinydratex thasndedargbmeredijer understand the

é&&f&ﬁ?é%&&f&&i%@@ﬂe%%%@“iﬁa%lm points, months in advance. The

Stock market

The leading economic indicators are designed to predict turning points in the economy
such as recession and recoveries. Despite a few misses, such as during the OPEC oil crisis
in the 1970’s and the Asian financial crisis of 1997, the leading index has been generally
successful in predicting economic turning points, months in advance. The Stock market
likes to see healthy economic growth because that translates into higher corporate profits.
Rising profits in return leads to higher share prices. Typically, Property also enjoys healthy
economic growth. Real estate buyers are more likely to purchase houses and investment
properties during times of expansion when jobs are more secure and incomes are growing.
The Bond market, on the other hand, prefers less rapid growth and is extremely sensitive to
whether the economy is growing too quickly — and causing potential inflationary pressure.
Continued acceleration in the leading index against a backdrop of overheating economy is

not good for the Bond market.
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likes to see healthy economic growth because that translates into higher
corporate profits. 20 Rising profits in return leads to higher share prices.
Typically, Property also enjoys healthy economic growth. Real estate
buyers are more likely to purchase houses and investment properties
during times of expansion when jobs are more secure and incomes are
growing. The Bond market, on the other,hand, prefers less rapid growth
and is extremely sensitive to whether the economy is growing too quickly
- and causing potential inflationary pressure. 25 Continued acceleration in
e leading index against a backd f oyerheating economy is. not good . . . .
O e Y B R e 2 i o
BaomndeltimmgacySbemsamiostas anliysightlimoiFunt] tMaragbretShareslentify longer-

atnrdm%@@s“ SiSsd N 2R QLIDISIAPANYSIAS I3 'sd"%”é%?”%grf i
emes based on demograpHic trends plfus tEc nofoglcaﬁ ofitical an
dociaipueusiopimentt. s shisetheam ahisativd ynatiqeamalizsise qabretitativentum models are
valye/mo els ar S identj ctical sector . L
SR Rl IRy sypoinaion
wigatifyoseghe tweight-ivthe drontfogbt indhechietfelreal-value added

profitability of a client's portfolio, some Financial Analysts prefer

fundamental analysis of economic data while others have more profit
Sacodesvat red-iebimichlcanpiySiswYisients: fdisusinganiolendonRrdfitaibleal Analysts

gf&%?%&ﬁ%%ﬁ %r?ﬁiﬁe‘r‘éi%? 85&881'&&0&?&%1%3%%‘&%’ f eg‘}i#é%feﬁr}]?%’t‘%uccess at

nd ant|C|pate market aviour. It may also be obvious that
tedisipahyriadyaisplisedies fdealisiogeon tienietsHufjabltetroicisseequitentselection of

(HRRSE RERLARIE §Ht?§zeﬂl8%{§3¥o'k@%{8ﬁéeaﬁ‘d %Hﬁ'c'%)%_‘é!{%’ MEALmAER Gr It may also be

short-term. 15 Techriical analysis uses both to )

8&11 and social

. : . down" and "bottom-u
elpyicvachasxdisreneyordsunnbenaprEc adhieal pridifieseprioefbeterfirigreater or lesser

UseH: (T HaRkE AT ?&5%%?&%}%8?9@5 poNEriHh 9hIAG RRESIS a short-term.

technical analysis tools is also oné of the simplest “relative strength”. Our
source of Leading Indices is Access Economics Leading Indices, which

RELHIRSIPNGA R RANHGIRAISAAGWHE Y HERNG BRINIBARLIE WRHH 8RS, focus on
Australian economy. The Leading Index is contained in Access

Beoronits pompositeaepuresiiwotucstiquarterydssmanit &exdrinimgst powerful
AR AR FIRALIIOHISRIRIS s HIBIER AR AR FHEES OMSMRIive strength”.

Our source of Leading Indices is Access Economics Leading Indices, which are designed
to anticipate and identify turning points in the World and Australian economy. The
Leading Index is contained in Access Economics composite reports produced quarterly.
As well as examining Australia’s leading indicators, the report also studies movements
coincident and lagging indicators of economic activity in the country, along with

comparative data from overseas.

The system 1000 generates the macro display page 1040 shown in Figure 83 that displays
graphical representations of a number of macro indicators. The macro display page 1040
includes a drop down window 1042 that enables a user to select between the following

graphs:

1. GDP Growth in the US 1044, as shown in Figure 83;
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coincident and lagging indicators of economic activity in the country, along
with comparative data from overseas. 25 The system 1000 generates the
macro display page 1040 shown in Figure 83 that displays graphical
representations of a number of macro indicators. The macro display page
1040 includes a drop down window 1042 that enables a user to select
between the following graphs: 30 1. GDR,Growth in the US 1044, as
shown in Figure 83; -48- 2. Consumption and Real Household Disposable
Income 1046, as shown in Figure 84; 3. Wholesale and Retail Trade

1048, as sho |n Fi Ure 85 I_f?ustral \?rsus nYie rve
1050, 25 shoﬁ |n gure M gsﬁ}ilaﬁ 15 6(1) %%gnlﬁtr:%n ehr?()jséttagr shown in
most watched-stock8harket statlstlc in the world is the Dow Jones index.

Any gogpd tre er woul e h a I XRQsyre to
the U§§) mark([:-‘tg/ v}\ﬁtﬁ 85@ or t%e next ggg%ears gwg\}o arg Eglf%{n(a

percerd. 10 THisstrehaliMgreiowironea gnisYo€ lddUseirol A dispodabla imdoigiee 86.

would be an alarming sign to consumer durables business sector of the

Australian Stock Market. The ten broad sectors under the GICS,

Toadibrdiadketablesianidicoridemésetisonativ rveatgtftdes tein gsithett syatishayn the world
uf, Yo t) t

R AL G AR TR it 2 pieh globa

exqaitiyedocho e yrokvethwodca (deRtiig thenstatdd onteanighdw condorataf percent.

profits and judging by the disparity in favour of domestic rates over the

short term foreign interest rates as it is attracting a lot of hot money and

PBhovidimgdingsdesetvods20f bagsebatdidfrastaldeurecimiesimeldibit avilk benaing sign to
p&ﬁﬁﬂ&ef‘dlﬁ%ﬁ@ lﬂ)ugiﬁgssstrslé(c‘f{@rbf the Australian Stock Market.

The ten broad sectors under the GICS, consumer durables and consumer discretionary (the
things that you buy but you can live without) would be a sector to stay away from in the

short term if you are trying to pick winners.

The stock market likes to see healthy economic growth because it is translated into higher
corporate profits and judging by the disparity in favour of domestic rates over the short
term foreign interest rates as it is attracting a lot of hot money and providing it is used for

long term infrastructure investments it will be a benefit.
4. Portfolio Construction

The computer system 1000 generates the portfolio construction interface 1050 shown in
Figure 87 of the portfolio display 1010 when the "Profile" tab 1012 is selected. The
portfolio construction interface 1050 generates the following displays when corresponding

links 1501 are executed:

a. Asset Allocation 1052;
b. Client Profiling 1054;
c. Fee Structure 1056;
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The computer system 1000 generates the portfolio construction interface
1050 shown in 25 Figure 87 of the portfolio display 1010 when the
"Profile” tab 1012 is selected. The portfolio construction interface 1050
generates the following displays when corresponding links 1501 are
executed: a. Asset Allocation 1052; 30 b. Client Profiling 1054; c. Fee
Structure 1056; -49- d. Income Report 1058; e. Client Scenario 1060; f.
Analysis Report 1062; and g. Market Wrap 1064. 5 a. Asset Allocation
The Asset Allocation display 1052 shown in Figure 87 includes a table
1066 listing of the investmen 8 selected by the financial planner.
Further examfolleznc():]p {H(g%gs%%%s]l@gﬂocation display 1052 are shown in
Figure 88 anc:89Clitw talelmi0d®G&hows the distribution of assets 1070

over the follo ingAas et c,jisse §2f8r each selected investment 1068:
1. Australian \gashl;laf%slf. eg(s)%?alan Sahélres; 3. International Shares; 4.

Australian Fixed MtekesiVsapnteorational Fixed Interest; and 6. Australian
Property. 20 For example, the table shows that Macquarie Mas Cash
Fund has 100% of its assets in Australian Cash; APN Prop for Inc Fund
inas 5. Wsseff Alawgiors in Australian Cash and

The Asset Allocation display 1052 shown in Figure 87 includes a table 1066 listing of the
investments 1068 selected by the financial planner. Further examples of the asset
allocation display 1052 are shown in Figure 88 and 89. The table 1066 shows the
distribution of assets 1070 over the following asset classes 1072 for each selected

investment 1068:

Australian Cash;
Australian Shares;
International Shares;
Australian Fixed Interest;

International Fixed Interest; and

S kA L=

Australian Property.

For example, the table shows that Macquarie Mas Cash Fund has 100% of its assets in
Australian Cash; APN Prop for Inc Fund has 5.1% of its assets in Australian Cash and
94.9% of its assets in Australian Property.

The table 1066 includes a percentage asset allocation column 1074 including a data box
1076 corresponding to each one of the selected investments 1068. The financial planner
can there by allocate a percentage of the investor's assets to each one of the selected

investments 1068.

The table 1066 shows the sum of the distribution of assets 1070 in each asset class 1072

for the selected investments 1068, where the distribution 1078 of assets for each asset class
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94.9% of its assets in Australian Property. 25 The table 1066 includes a
percentage asset allocation column 1074 including a data box 1076
corresponding to each one of the selected investments 1068. The
financial planner can there by allocate a percentage of the investor's
assets to each one of the selected investments 1068. 30 The table 1066
shows the sum of the distribution of assets 1070 in each asset class 1072
for the selected investments 1068, where the distribution 1078 of assets
for each asset class -50- for an investment is weight by the percentage of

ssets allocated to that.investment by the financjal planner. For example
R L RS RS Yl NSl BRI PRTRlenc by ne
Intennati phairharker andhpk biemi Bl logatb sHeb GiahE iméastdrls dsdets100% of its
INVESC Intl. Shr Fg has 87.05% of.its assgts.ip. International Shares |
S D S G R R AT W HRESRrs asscs
IevgHeD sumlat theribdebiord/ giofileinitinteretationatShanesak IB@%oand has been
Tz lelis408Q ISR ahews oe distibulion ALASSEIAAPERIN PRENARSEIrs profile in
class for a benchmark risk category selected from the drop down
Inindewob@83hdtke ifindrtfal 10 planner can select the investor's
benchmark risk category from the drop down window 1082 and compare
the distribution of assets 1080 of the benchmark with the weighted
WlstribotéoH60 Z8sof thevinvbstdistiihetiimapic ks pian A8Y amdimhtlassitvasaterl 072 for a

Bﬁgkﬁﬂ%[ﬁp ¥i§l§ecal?%§r%os%?%ggrllecﬁ8}ﬁ C{ﬁg %E%?S%%t gowel%%%?t The financial

allocation correspo the mark risk category of the investor. 15
Piskisie ssnofelqsorthelio veperrd banghoevkésihvestgaentsenittile tHeop down window

P@égoeﬂ?d% é?e rt%@téﬂﬁrgglﬁfb% Wé@&&é@@%%&%@ﬂfﬂ&k with the weighted

investments with different volatility characteristics, you can decrease the
Jokatiitat tRéSnale poresio. 20Phanrpofisbpkaoetiondsirghy porsttiockntdiereby see

ﬁ&%%%st&?ftt}{i%%&9&&%"‘1‘#%&%@1‘%?%38%9%E&F‘Qﬁoé@@éﬁ’ QAR H&N dMhe benchmark

love with your fund selection. This is one of the fundamental reasons why
WAk seregohansi e andisdipline selection process that is repeatable and
dispassionate.

Riskiness of a portfolio depends on how the investments within the portfolio move in
relation to one another and that by combining investments with different volatility

characteristics, you can decrease the volatility of the whole portfolio.

Part of construction of any portfolio is to ensure that you don’t take unnecessary risks and
that you don’t fall in love with your fund selection. This is one of the fundamental reasons
why we stress having a discipline selection process that is repeatable and dispassionate.
Through asset allocation, this allows us to adjust the fund weights in our portfolio when
the fund has been reweighted according to a clients risk return, tolerance or where better

investment opportunities have been identified.
The following challenges face Financial Planners when Asset Allocations:
1. To determine an asset allocation that will achieve the client's goals;

ii. To determine whether the asset allocation is consistent with the client's risk

tolerance;
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Through asset allocation, this allows us to adjust the fund weights in our
portfolio when the fund has been reweighted according to a clients risk
return, tolerance or where better 25 investment opportunities have been
identified. The following challenges face Financial Planners when Asset
Allocations: i. To determine an asset allocation that will achieve the
client's goals; 30 ii. To determine whether the asset allocation is
consistent with the client's risk tolerance; -51- iii. If there is no asset
allocation that can satisfy the above criteria, then resolve with a suitable
compragmise. {prie. meihod ot MeRIng AeiAPOYE IS BIAYSE Ariteria, then resolve
top-down approaclzn to por?fgoﬁo construction w ere%y Investments are
selected by suptriosséetibr stneprgthisEhis approach is then followed by a
bottom-up approach whereby investments are selected by their
consistency in performance over the last three to five years. Finally, an

Appropribed agseteetiingationaforvih egsaiedse thimsestimentd ésvdetppmiagd.to portfolio

0 b. Client Profiling. 1054 T lient,Profili i 4 sh ' :
g o084 T St i ISR s o
meHMaﬁdhmémwm Fotther-examppleschbf e clientinpesfitingttlispiaseltosd by their
%ﬁsﬂ?gﬂ@t@ g@ﬁ{ﬁﬁa%% aé}%? ﬁmﬁ*&l& tﬁ?é% goo%gesyt%/y? tlﬁgr\}gﬁgg élé?cagg%?gpriate asset

pertainin ach one o investments 1068 for the fo
itldicatonsfor OgxsdleTtdliRiettmenis Stdeidard®éviation; 20 iii. Alpha; iv.
Beta; v. PE Ratio; vi. Info Ratio; vii. Sharpe; and

b. Client Profiling 1054

The Client Profiling display 1054 shown in Figure 90 includes a table 1090 listing the
investments 1068 selected by the financial planner. Further examples of the client
profiling display 1054 are shown in Figures 91 and 92. The table 1090 shows the data
1092 pertaining to each one of the investments 1068 for the following sector indicators

1094:

1. Total Return;

il. Standard Deviation;
1il. Alpha;

1v. Beta;

V. PE Ratio;

vi. Info Ratio;

Vii. Sharpe; and

viii.  Income.
For example, the table 1090 shows that Macquarie Mas Cash Fund has a 4.68% total return
over three years; a standard deviation of 0.60 over three years; an alpha of -.56 over three

years etc.

The table 1090 includes a percentage asset allocation column 1096 including a data box
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25 viii. Income. For example, the table 1090 shows that Macquarie Mas
Cash Fund has a 4.68% total return over three years; a standard
deviation of 0.60 over three years; an alpha of -.56 over three years etc.
30 The table 1090 includes a percentage asset allocation column 1096
including a data box - 52 1098 corresponding to each one of the selected
investments 1068. The financial planner .can there by allocate a
percentage of the investor's assets to each one of the selected
investments 1068. 5 The table 1090 shows the sum 1093 of the data 1092
ach sector,. |nd|cator 1094 for ed inyvestme 0 ere
B L e e T R e e i pranner
nthleepe ne ntbgatof zaswettsmﬂg@atédlm thetsitove stnsetst toy ¢heh fuman@fatlhe selected

BIVQS@%EHFO[ mple, Merill Lynch Hed Glo Titn Fed-Cla D has 4.50% 3
year totaﬁ return and has been allocated 7% of the investor's assets. 10

The table 1066 also shows data 1100 for each sector indicator 1094 for a

RO Fdﬂfﬁm&%ﬁ%@ ,h RRIEAARGD f’d@%%‘?""é‘cﬁ" AW ihdQ %torq%94 for the

inancial planner can sele ctt e mvestors enchmark risk category from
shiededpiossimantsl dWOB1 0zhared thondptrd 19 ﬂntaéabswmednmmmem% for an

ﬁ‘l?%] fn&glcgt%esrég%%;&lé?; f&% 9”5 AQA&E%WS&%& C{(qu Qs%%ent by the

e investor anne or the investor can t ere y see
homoidselynitbe sléie@vaﬂrinleeéﬂﬂe]rhtbmh ﬂieda@;etl“aﬂmliad&ia:&me% 3 year

iaPeRERGTALK dik Steaa-of WIS iRYRSLC, A0, able 1090 uses
chmar

rolling returns en Ing ranging in length from 3 yearsto 5 years to
indicate the range of growth/volatility returns including Alpha, Beta,

AR 5&1@8@@&@%9 1503 RE: §'§c§9 g AR RRCLIBEPTR: ﬂﬁea?benchmark risk

detailed under Portiolio Construction dedicated discipline Screen Shot
edielgorintelactelnapysithrdpariiewia wikelaisd W2 dd tedisanseathgfior can select the

RyeshRNBEESHAAR Q{HPQL{I@QOPyr‘ gb%lsﬂ@%ﬂlﬁtfc%%i%indow 1102 and compare the

data associated with the sector indicators 1094 of the benchmark with the weighted data
1092 of the investor. The financial planner and/or the investor can thereby see how closely
the selected investments and the asset allocation correspond to the benchmark risk

category of the investor.

This table 1090 uses rolling returns benchmarking ranging in length from 3 years to 5
years to indicate the range of growth/volatility returns including Alpha, Beta, Current P/E
Ratio, Info/Ratio, Sharpe, R Squared and Income. (See detailed under Portfolio
Construction dedicated discipline Screen Shot and printout — Analysis Report) and
likewise we do the same thing for Direct Shares, both combined on the same platform in

the portfolio or individual portfolio.

As a best practice standard, the difference between the actual portfolio and the two
appropriate benchmark optimiser, set in a tramlines like format, so as to provide Financial
Planners with a Client Risk Tolerance compliance discipline, rather than a behavioral

attitude of their own.
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25 the portfolio or individual portfolio. As a best practice standard, the
difference between the actual portfolio and the two appropriate
benchmark optimiser, set in a tramlines like format, so as to provide
Financial Planners with a Client Risk Tolerance compliance discipline,
rather than a behavioral 30 attitude of their own. -53- c. Fee Structure
1056 Financial Planners are set for a squgeze in the future in profit margin
and it is no telling anyone in the business anything they don't already
know, that in order to make the cuts 5 least felt, they will have to be on
the cllep ggctléger déast decade or more, the financial service industry
ias come o expect and consistently deliver double-digit investment
returns. However, as global economies weaken and financial markets
eqin t teau, the multi million d llar question is "are 10 double digit . .

PR PR R SRR T BB LR AP i no veing
planners the bb@mwnnﬁm@@chd@e thigieddp kfomledsariretures 20Tmake the cuts
L0 w]eth%wwdpﬁ reasingly reglis gl\l%ﬁg there are a lot of people in the
value chainthat are opportunlstlc en we break down the various
entities of the financial service 15 industry, the structure involves three
Foainheompodenide i oProduet Manﬁfmnhjaerwi&mdd\ikmagﬁsspﬁnﬂéheo expect and
Admlnlstﬁato TR M%s ePr Tr sts or Wra Accotunts Platforms; and ‘b ‘1

Stri o?’sé Fifancia }fcfy el vgrs ShY DiSE8inte? Wfdefhea%h%o al”“economies

ﬁb‘:ﬂmnlahﬂ’lﬁnm&hrﬂaglmnglieghave phackaal Withrsithiensilipplydsidi@ question is "are
ﬁeﬁf"J{‘rétﬁ?Es%%%ﬁE{ﬁf%@ Py e Lﬂﬁ‘ﬁs fﬁr[gw gl F'%%Qﬁ'ﬁ' e ill planners
drivin g Up COsts - 1S ‘going to fa ‘apart soon. TheE0sts are just'so
bmgib]ectwanmnmetan&msgqahfgblﬁéaslfqnlﬁseerfmnmﬁée for service but who
don't declare ongoing trails. It's just an explosive issue that 25 the
consumers are only just starting to understand how much is being taken
Aheagofraumettsenl]l increasingly realise that there are a lot of people in the value chain that

are opportunistic. When we break down the various entities of the financial service

industry, the structure involves three main components:

1. Product Manufacturers or Fund Managers;
ii. The Administrators or Master Trusts or Wrap Accounts Platforms; and
1il. The Distributors or Financial Advice Givers and Discounters

The thing Financial Planners are going to have to deal with is the supply-side competition
— the competition by the funds for getting Financial Planners which is driving up costs — is
going to fall apart soon. The costs are just so high now in some areas, particularly in the
fancy fee for service but who don’t declare ongoing trails. It’s just an explosive issue that
the consumers are only just starting to understand how much is being taken away from

them.
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-54- The commission-versus-fee argument - what is important is that the
client is getting what is perceived MER's value going forward, they won't
support otherwise there are lots of competitive forces outside the financial
planning industry and if they think their only competition within the
industry, they are very one-dimensional. Choice will test the value 5 chain
and whoever is able to blend technolog_ysarld relationship will win because
the consumer is buying the Financial Planners relationship; they are not
buying the Dealer Group or Platform Providers of Master Trusts or Wrap
fheountss New pressure il b plpcedop e, Indysti fqn ARSHAKENSY oering what
seamlessness, 1 personaﬁsghon an accourﬁaf)ﬁll%ylto Justi fees %o tHe
moerecdisedrMhidR comslun ersentbtherddosyryoait enpparovitersute doerblare lots of
lgit returns; then the consumer will begin to question and reguire . . .
e Y T B o TR, TS gt ehi only
cetupasfitirewithendbmaddsioy .gboyl oatperforneingnmasiagersChidiwheildest the value
ARG 87610 3boys s Ryaradeil e 076al: I0URSIR L AeDAPBYause the
to pay I}ug ees for returns at that level. re are reasons to be
optinmistic iin Rooaghneituould O ePldiffic trdatiqnsbistromy doebletdigiting the Dealer

esipS IpNeRIaEpHl asls egiaslyes ey e gelling yalue for money.

Is their Master Trust or Wrap Account adding v providing value
opportunities such as selection of the right Fund Managers to charge fees

RO BAREECORE AN SEUER.0f 13,Pefen] AOMAICAEd AL IO camlessness.
where'total fees are continuing to charge 3.0 per cent while delivering in
petsenalisiaiiflo-aidinecawnisholi®y pejusiei féegeoshmoneravescemingpeessinners and the
iﬂﬂﬁ‘égy%%%ﬁg”gbmd%”éﬁﬁeﬁéﬁ%f!@' RUER ARMANA0RE: FUISEMEP will begin to
Combine Managed Funds and Direct Shares, represented on the same
plasfopmandthes upsrifokidicThensyiseaph 1000 oinfées avvaregskss for a more

cost efficient Fee Structures delimma that some consumers are

experiencing, includes a combination of both Managed Funds and 30
BireesSHaesinAsisglendigié fearofudbendhst donand feagagd dutprisopying managers

%B]QQIUBP&YM@%??% 3% above the average will be great. Investors will be happy to pay
high fees for returns at that level. There are reasons to be optimistic in 2005 but it would be
difficult to argue strong double-digit returns. Investors will ask themselves if they are
getting value for money. Is their Master Trust or Wrap Account adding value and
providing value opportunities such as selection of the right Fund Managers to charge fees
of 2.0 per cent on returns of 15 per cent complicated. but in a world where total fees are
continuing to charge 3.0 per cent while delivering in the era single-digit returns of 8 per

cent, it gets more.

We can represent individually or combine all three(3) thing such as Managed Funds,
Combine Managed Funds and Direct Shares, represented on the same platform in the

portfolio.

The system 1000, in its awareness for a more cost efficient Fee Structures delimma that
some consumers are experiencing, includes a combination of both Managed Funds and

Direct Shares. As such, the fee structure of normal managed funds by comparison was
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reduced by 50-70%. Therefore given a $400000 portfolio this represents a

huge saving of $6000 pa. The fee structure display 1056 shown in Figure

93 includes a table 1110 listing the 5 investments 1068 selected by the

financial planner. Further examples of the fee structure display 1056 are

shown in Figures 94 and 95. For each on eof the investments 1068, the

table 1110 shows; i. The asset allocation.1112; 10 ii. The Fund MER

1114; iii. Portfolio Service 1116; iv. FinancCial Planner 1118; and v. Total

Fees 1120. 15 The table 1110 also includes the ongoing fees 1122 for

re%%he%r&e ‘é‘g%%bofﬁe‘tef&% NG AREBER R0 AIRS S AREOMERERAL saving of
|sp‘fay 058 shown in E?gureg%, generate B)y e por olio” 20 5 &

$o0rpetion interface 1050, includes a table 1130 listing the investments

1068 selected by the financial planner. Further examples of the Income

Report display 1058 are shown in Figures 97 and 98. The table 1130

Thovscthirfoliowidgs dyrriforsfoweach Brgeref #3e isdiskted imbsthefislisting the

1}9%2&%%' _’1\§§§ts2ﬂa%9e%¥'8” %%ﬁ?ﬁaﬂcfﬁvﬁﬁﬁggﬁt %&%ﬁ}éﬂ'k%ﬁ%{ﬁf@? of'Bld fee structure
136; and iv. Average exB’ecte Income . -56- The income report

diispray 110581 shomaludds anedrivesnch&nt Thtaltatitabest thd dnivesivhéols 1068, the

an investor wishes to invest in the portfolio can be
%ﬁ%g:g . T%ﬁgafr%’come report display 1058 also shows the estimated
income and the ongoing fees. 5 e. Client Scenario 1060 In any new

endeayour, thgre £§s@9£ﬁ‘1i5'<9aéf&’1‘§‘1'%?b°”t someone's goals being initially

over-
ii. The Fund MER 1114;
1il. Portfolio Service 1116;
1v. Financial Planner 1118; and

V. Total Fees 1120.

The table 1110 also includes the ongoing fees 1122 for each one of the above items.

d. Income Report 1058

The Income Report display 1058 shown in Figure 96, generated by the portfolio
construction interface 1050, includes a table 1130 listing the investments 1068 selected by
the financial planner. Further examples of the Income Report display 1058 are shown in
Figures 97 and 98. The table 1130 shows the following information for each one of the

selected investments 1068:

1. Asset allocation 1132;
ii. Investment 1134;
1il. Income Yield 1136; and

iv. Average expected income 1138.
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optimistic. More often than not, we have to scale back or modify our
ambitiousness in the light of practical considerations. A Financial
Planners can use the Client Scenario display 10 1060 shown in figure 99
of the portfolio construction interface 1050 generated by the system 1000
to forecast the client's financial future. The financial planner and the client
can review the forecast and to make somg adjustments to the investment
portfolio to meet the client's future needs. 15 Financial Planner's are
expert in identifying and helping solve the client's financial problems. An
#Rdsrnct Jxea'pent Roriiolio preseri.an Sary ORRRINBLIRH gara box 1140 in
demonstrate that expper se. For example, an undershoot situation can in
wianly easesdat sbanaasiavegramplbesftovieslysambitioyitiviad goaldbelentered. The
aplighis,a ST S et e knl e Gl S OIS 098, fecs.
1(Iﬁ)resent ﬁ?esty é) B’ersonzfl exertion Income, savmg?spen Ing trade oﬁ,
sense of security etc.); and ii. The client's longer-term goals (dependents,
gducatarlné nrleg'g ment Ei%ib‘ng, future lifestyle, bequests, etc.). 25 Resolving
the mismatch which gives use to an undershoot situation will require: i.
increasing the amount to be invested and/or ii. reducing or deferring or

reqgoing | r I r ' re [i - P
RS e e e R IR Sl 522 201 bejng ity over
eps i siign Bdprsf ofidretheonsitievations thataletadticalinediéyant tanbitiousness in the
[ERPIg AnsdBrRNRo AR/ AeN plisnielnd NKGHRatkiP Denario display
Issues felevant to a comprehensive, long-term financial plan can fee
Nefvshelmmeth égametiYeate teed iy tiod steansfencismant:dorsplé)aty eferalied by the
B IRY (%0 BCant iR caryey Misdadraufinangial BIARRSN BL.{6R% Gha the client
dppearing inadequate, for example. Financial Planners on the other hand,
ere ks iRavniliar ovithasy adt bothee sxanisred stmenbutoethmarvessniat irocnlio to meet

B diffictitefor them o sense how strange it all seems to a new client.

Financial Planner’s are expert in identifying and helping solve the client’s financial
problems.  An undershoot investment portfolio presents an early opportunity to
demonstrate that expertise. For example, an undershoot situation can in many cases be

seen as an example of overly ambitious initial goals. It highlights a mismatch between:

i. The client’s shorter-term goals (present lifestyle, personal exertion income,
saving/spending trade off, sense of security etc.); and
1i. The client’s longer-term goals (dependents, education, retirement timing,

future lifestyle, bequests, etc.).

Resolving the mismatch which gives use to an undershoot situation will require:

1. increasing the amount to be invested and/or
ii. reducing or deferring or foregoing longer term goals and/or accepting more
risk
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10 The Client Scenario display 1060 includes a table 1160 divided into the
following three sections to assist in properly identifying and dealing with
the above described problems: i. Asset Allocation; ii. Risk Aversion
Comfort Zone; 15 iii. Reward for Risk Comfort Zone A discussion on each
of these aspects is set out below. i. Asset Allocation 20 Risk Profile Vs
Investor Profile The term "Risk Profile” ig sometimes used to denote a
description of a client's risk tolerance and sometimes to denote a
description of an investment strategy 25 Financial Planners in the process

selecting Asset Allocation anners trple challenge
ﬁfev’?‘ro gt}atsg’fmlr?g gﬁn %@e?%l oca otﬁ atw Ac ev{ao he %r’\tl ?ﬁfﬁ%lgﬁlnumber of
gibatsc80sidg detesihneawhetherl thecksset ablmcmlmmomlstdmwmuﬁwn A new
cljt qtg rlSklrtl roi goee t05 elfstsrlllererflz‘?ev %\%geatcabllr(ﬁc? 1 Whlcﬂ) %rm financial plan
fhese Tirsttwo ¢ enges ave ‘the process 1 resolwhg
eaisfeatcveiivRibketlversa fhmnt@rchbmehfss&afganés@IatmgompEtand@m all but may
F f %}1{ ﬁ‘)scvc\)lht\rflem%tsw ?ﬁérln*%pat 'JL%FaS %Vly?gg'r % qg??aring inadequate, for
ong/s olatility

ort-term variances In returns such as t e average v
stangéed HeniatiohPlennMariethSethor harskage sodlatilitiapReniyevhetlo them are bread

%ﬂg AN RV IHES 424 Be AMEHAIIER FRUITES ]s§n's3f‘ho§/a£ﬂ%§9 FUMdS.ems to a

new client.

The Client Scenario display 1060 includes a table 1160 divided into the following three

sections to assist in properly identifying and dealing with the above described problems:

1. Asset Allocation;
ii. Risk Aversion Comfort Zone;
1ii. Reward for Risk Comfort Zone

A discussion on each of these aspects is set out below.

i. Asset Allocation

Risk Profile Vs Investor Profile

The term “Risk Profile” is sometimes used to denote a description of a client’s risk

tolerance and sometimes to denote a description of an investment strategy

Financial Planners in the process of selecting Asset Allocation where the Financial

Planners triple challenge is:

¢ To determine an asset allocation that will achieve the client’s financial goals
e To determine whether the asset allocation is consistent with the client’s risk

tolerance



10

15

20

25

30

Fixed Interest Securities 3-5 Property Securities 8- 10 15 Cash 0.2-0.4 3

Year Beta - A measure of market sensitivity, ie. the extent to which a

Share or Unit Fund fluctuates with the market. This indicator can be used

to help identify Fund Managers likely to be aggressive in an active market

as well as those that should behave defensively. 20 Beta is a

mathematical measure that helps to explajn the expected movement in

unit price that can be attributed to the broad market movement. In other

words, unit funds with a beta of 1.3 carry an expectation of outperforming

@ rising mayket bx 3096 on Gy Rt &, irrarreversal of SNA. then have
market retreal. SUCH INVEStTENts are more Volatie than a beta of 1.0t

less volatihespaett ef acwoit fun chevithsanbeta of 0.6. The expectation here

is for 25 60% of the market's performance on the way up and 60% of any

market reversal - a significantly less volatile performance. 3 Year Sharpe

Ratio (Risk/Reevsed)orifersdiar the portfolio efficiency performance of a
portfolio’s return in risk adjusted terms or simply means the reward

receiving for the risk 30 taken. The higher the ratio, it can be considered a
ye¥yadda aeBuit Orhileuadradi dbelatind .0 Ashewis thesfundehiashserthere can always be
prdinarly Jenarded, o9 Years Negativg Retun Batig,s Fhe spereion Blion .
po§5| fe returns around expec od Tetuitns is measured by%he vofatl y O
standard deviation in which the actual returns are likely to deviate from

gﬁgﬁgct%gcr%tum due to randqm_ fa%)/rs. Te gﬁgﬁet [ an %xpected return is
0 e standard deVIatlon‘I'S_g%%‘ITWUUHUgg&TTﬁat the actual
retimewatidddiEquitiin a range of 10% to 22%. The bbjective of this
ind'cl%tggﬁtgneé)qr}%%?ility of negative returns ove1r3§_.%§ years. The purpose
of knowing the'level of an active manager makes it very useful when

actkdsimgditherdirer a manager's out performancebis #lue to skill or luck or

IS tp% @&@é}%&’&l’%é‘ﬁ}‘i’é‘éged for taking the risk. 1GjiiisReward For Risk
Comfort Zone

Property Securities 8-10

Cash 02- 0.4

3 Year Beta - A measure of market sensitivity, ie. the extent to which a Share or Unit
Fund fluctuates with the market. This indicator can be used to help identify Fund Managers
likely to be aggressive in an active market as well as those that should behave defensively.
Beta is a mathematical measure that helps to explain the expected movement in unit price
that can be attributed to the broad market movement. In other words, unit funds with a beta
of 1.3 carry an expectation of outperforming a rising market by 30% on the way up with a
mirror reversal of 30% in a market retreat. Such investments are more volatile than a beta
of 1.0 but less volatile should be a unit fund with a beta of 0-6. The expectation here is for
60% of the market’s performance on the way up and 60% of any market reversal — a

significantly less volatile performance.

3 Year Sharpe Ratio (Risk/Reward) — Measures the portfolio efficiency performance of a
portfolio’s return in risk adjusted terms or simply means the reward receiving for the risk
taken. The higher the ratio, it can be considered a very good result while a ratio below 1-0

shows the fund has been ordinarily rewarded.
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3 year Income - A portfolio consisting of securities whose principal

attractiveness lies in the steady income they provide. 15 3 Year Total

Return - A general term for assets such as shares and property, which

provide investment returns, (comprising both capital growth and income),

which outperforms inflation. Growth assets compare to debt securities

such as fixed interest or cash investments. 20 3 Year Information Ratio

Or Performance Quartiling - Graphically, this is a very good indicator of

performance reward for risk. In other words, it is a statistical measure

dividing a sample into four numerical equal groups. Thus, the "top

guartile" means the top 25% of a given sample. In this particular case, the

Yaarp N dpaicat®stientRamedilhn @speaianofipgsdblaverage abdting expected returns

Australian.yniverse,.Internatiopal Shares.and Fixed Interest. ear Alpha. ;.

B e e S faf PR ik o

dearidet Tawe cikpewied wanenzdre, e rthd @averagerbehotnefark, A positipected return is
indicates that, an investment h r a i .

e R L e S e woutd lie

withid indicgteothH théoidvéstienbigedived b thevardigates BO-nuebatility of negative
t t ted fo i iabili S ar -

B A R M e males

tienes tiaIshes/anitpiieg whvdier thmabagempany flmthananagdvs to skill or luck or

FRR/ERY: SR eRmmaRlyeekipRayre how atiractive a share/unit s

to Investors, and to compare s arges units in one company with another.

PE ratio = market price of shares/unit / earnings per share/unit 10

‘ﬁ?ngeﬁ@v@%F&ﬁi&F'&‘ﬁ‘ﬁf&?ij&?ﬁals will spend all their savings before

they die. The accumulated value of investments at any date is uncertain.

The accumulated value of any investment assets depend upon: - the rate

9fy%§}/iﬂf%%fﬁgqhﬂ %%ﬂ%i@ggﬁgﬁmfg‘gf securities whose principal attractiveness lies in

the steady income they provide.

3 Year Total Return - A general term for assets such as shares and property, which provide
investment returns, (comprising both capital growth and income), which outperforms
inflation. Growth assets compare to debt securities such as fixed interest or cash

investments.

3 Year Information Ratio Or Performance Quartiling — Graphically, this is a very good
indicator of performance reward for risk. In other words, it is a statistical measure dividing
a sample into four numerical equal groups. Thus, the “top quartile” means the top 25% of a
given sample. In this particular case, the sample indicator, ie. the medium 3 Year moving

average of the Australian universe, International Shares and Fixed Interest.

3 Year Alpha - The return of a security or a portfolio would be expected to earn if the
market rate of return were zero, ie. the average benchmark. A positive alpha indicates that
an investment has earned on average, a premium above that for the expected for the market

variability. A negative Alpha would indicate that the investment received on average a
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- the number of years of pre-retirement; 15 - return on investment; and -
the rate of spending in retirement Snail Trail - A graphical depiction of a
fund's risk and return performance over time, relative to industry
averages. Risk, measure in terms of the standard deviation of returns, is
20 measured on the horizontal axis, and returns on the vertical axis. The
point where the two lines intersect in the middle of the graph represents
the average risk and return for all funds surveyed within the sample over
the same period. Against this matrix, the historical performance of a

articular, fund qyer secutive time periods | tted then. joined b
B A A TR S T AR B A s R e s o
peeftopdetie @ilikated The following range of ECONOMIC INDICES are

used to measure the performance of specific asset classes: 30 Cash

UBSWA 90 Day Bank Bill Index Australian Fixed Interest UBSWA

C¥ewdsite/BordngH Ridtaritibe widdx -6dmBB Worldesxtiiushatianit price covers the

Governmept Bond | ' tralian,Equities. S&P/A 0] .
D L IR A SR RSB g racve
Drddtaries Acoweutatiomihidesompamatiorsdl EouitiesdSOpapndtNenother.
Accumulation Index in $A MSCI AC Far East Free Gross Ace Index in $A

10 Property Securities S&P/ASX 200 Property Trusts Accumulation Index

To achidvemactesiabls fifestgiestraesightul eetirevgreper sbaligtioibbjectives

must be set and a planned development to achieve them. The most

valuable asset for many young and middle-aged people is their income
bangingtaiility,-wWiichi gathie vdevidehbsvah spayst dalled 1B ogdeicapitady die. The

&Qdﬁl\{ﬁg Qd%ﬁﬂwm%lelﬁsa& iﬁﬂ %ﬁ@fs%&?ﬁﬁmﬁ{e%%@mfﬁl%@&%lue of any

proviso that it must be viewed as a declining asset whose value wi
wptstigriafissess depend upon:

— the rate of savings each year up to retirement;
— the number of years of pre-retirement;
— return on investment; and

— the rate of spending in retirement

Snail Trail — A graphical depiction of a fund’s risk and return performance over time,
relative to industry averages. Risk, measure in terms of the standard deviation of returns, is
measured on the horizontal axis, and returns on the vertical axis. The point where the two
lines intersect in the middle of the graph represents the average risk and return for all funds
surveyed within the sample over the same period. Against this matrix, the historical
performance of a particular fund over consecutive time periods is plotted and then joined
by a line to create the snail trail. The preferable sector for a fund to be in is the top left-

hand

The following range of ECONOMIC INDICES are used to measure the performance of

specific asset classes:
Cash UBSWA 90 Day Bank Bill Index

Australian Fixed Interest UBSWA Composite Bond All Maturities Index
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retirement approaches and future years of income earning reduces. The
Client Scenario Display 1060 table 1160 includes five combinations of
asset 20 allocations 1162 for the selected investments 1068. The Client
Scenario Display 1060 table 1160 also includes data 1164 for the 3 Year
Standard Deviation, 3 Year Beta, etc for each combination of asset
allocations 1162. For each asset allocation 1162, the table 1160 includes
the projected earnings Rate 1166 and the longevity 1168 of the client. 25
The Portfolio Construction Interface 1050 is in communication with the

caiculator 1170, shown Fiauta 0. aAd 4% EBARIABLdIGIIGRN in 54

following displays, each being access y way of a corresponding ta
1172:i. Client Details; and 30 ii. Spreadsheet. -62- The client details
Aisplalidneiqghawn) is usedsypias sinanciatpkanmion @Rter details about

th_e clllent into the system 1%93,/ é&%&e}@éﬁ rhn(lelltjlgr?l I1‘8&example, the
client's current wage, assets, other revenue Stréams, expenses, etc. 5

The spreadsheet display 152P&nd¥hnal Fiyydreari 60 anebtiesbsidata
from the client details display and generates annual data 1175 for the
spread sheet for the each aof the following items: i. _Investmen%Balance at
Biginiog Fasitss i, addidbital Rope RSty eisndttioh 1 7s; iii.
Additional Contribution CPIM3GDA FAnradiee€OmpodediadeR étidrn 1182;
v. Pension Payments 1184; vi. Pension CPI Payments 1186; 15 vii. Lump
Sum Payments (Exempt RBL and Taxed) 1188; viii. Lump Sum

PrapaeiitS ¢rsitiand S AR%e @ Fropeiy, T SermnmHgieedrderelL
and ETP Tax) 1192; X. Lump Sum (Exempt Tax) 1194;

To achieve a desirable lifestyle throughout retirement, realistic objectives must be set and a
planned development to achieve them. The most valuable asset for many young and
middle-aged people is their income earning ability, which can be viewed as an asset called
human capital. An investor’s human capital is an important component of wealth with the
proviso that it must be viewed as a declining asset whose value will typically fall as

retirement approaches and future years of income earning reduces.

The Client Scenario Display 1060 table 1160 includes five combinations of asset
allocations 1162 for the selected investments 1068. The Client Scenario Display 1060
table 1160 also includes data 1164 for the 3 Year Standard Deviation, 3 Year Beta, etc for
each combination of asset allocations 1162. For each asset allocation 1162, the table 1160

includes the projected earnings Rate 1166 and the longevity 1168 of the client.

The Portfolio Construction Interface 1050 is in communication with the calculator 1170,
shown Figures 100 and 101. The calculator includes the following displays, each being

accessible by way of a corresponding tab 1172:

1. Client Details; and

1i. Spreadsheet.
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xi. Lump Sum (Exempt RBL) 1196; 20 xii. Lump Sum Payment 1198; and
xiii. Investment Accumulate Balance 1200. In any financial or investment
planning process, there are two important stages 25 i. The estimated level
of investment risk and return that can be expected from various
investments available in the market - recognising that the premium return
and market risk is the same for everyone 5 that investors cannot be
expected to be rewarded for risk that can %e easily and cheaply avoided
through diversification. 30 ii. The determination of an investor's capacity to

rry, risk. For.example, an investar exposes himself to a single :
R e R ) SRR T SR B RS AR o opue detils about
geindi¢ot gatGWeseneom L0rn Suthmbetkds ooditorfisrexpecpdel Wil obent's current
considerably different. It's impartant to recognise that the ability of an
W]%eét%srsgt %h%%gt{/eg%%I%Fnsg&%%r}%e?xﬁseﬁm éSteghds upon investment horizon
- age, experience, wealth, capacity to 5 save and spending patterns. The
1k atindiduals il spend il ihels savinos Bafare ey dETitrom the clien
accumulated value orinvestments at anydate is uncertain; and 1. The
doeumdispby \aldezofanicinvestalahitaddéts tepdadspped sheet the e oich of the
ﬁﬁ}{l(lgﬁ el@ecigsyear up to retirement - the number of years of
pre-retirement - return on investment - the rate of spending in retirement
15 At any time of life, savings reflects a trade-off between spending

money. now a i ide | t at some later date. It
el LR BIERE AClE i e

doesn't matter what t , thé principle is always the
same. The gréalditiprepSrisraohiatomeapahtoancliidnt needs, the less

that will be avgﬁagigdgquommi%ﬂ)%(wealth risk, the higher your

pre

1v. Average Compounded Return 1182;

V. Pension Payments 1184;

vi. Pension CPI Payments 1186;

vii.  Lump Sum Payments (Exempt RBL and Taxed) 1188;
viii.  Lump Sum Payments (RBL and ETP Taxed) 1190;

iX. Lump Sum Payments (RBL and ETP Tax) 1192;

X. Lump Sum (Exempt Tax) 1194;

Xi. Lump Sum (Exempt RBL) 1196;

xii.  Lump Sum Payment 1198; and

xiii.  Investment Accumulate Balance 1200.
In any financial or investment planning process, there are two important stages

i. The estimated level of investment risk and return that can be expected from
various investments available in the market — recognising that the premium
return and market risk is the same for everyone — that investors cannot be
expected to be rewarded for risk that can be easily and cheaply avoided
through diversification.

1i. The determination of an investor’s capacity to carry risk. For example, an

investor exposes himself to a single investment or specific sector with all
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retirement years savings rate. If you are going to limit a long-term
investment horizon to a 20 class of assets offering a low level of returns
because of low volatility risk, you must expect an increase in wealth risk
(having insufficient wealth to fund living expenses later in life). However,
on the other hand, the problem with the asset classes with the higher
expected 25 returns also carries volatility risk, which also increases the
chance that actual returns will be different from the expected returns. The
Portfolio Construction Interface 1050 is in communication with the

Projected Earnings .Rate Calculator ]2?1.0, shown Fi 102 and 103.
The el oy e Rl A SR S5 PR i but marke
details: -64- i.c8aditoriFypak2iett iwAbsket Classde?dl@y iidiffmemte Y6sPAmportant to
1218; iv. Growth in.EP 52 0: 5. v..Total Current Return 122%; i, Current .

1 . 3 ket risk
Acset Allocaton 150 1 G daiontE IR0 DR Thaa ol hnce s
1212 also indibp@sishepotal owstening droimgs rategb2 28 pet@iidee Poatfblizapacity to
Construction | (grf% 5(p i &t Ijn communication with the Snail Trail
display 1230 %%oev&n%lﬁs |3u1r%%%8% gl%d 106. A financial planner can select
a graph type from the "Graph" pull down window 1232. The financial

. . . ctthe i t wishes to
Jgiej?:éq'?ﬁeI 'éﬁ%géﬁehg%ggéﬁs%or#%?ﬂa r@ﬁ g}gf%%%egt@%%qgé%égg% select the
period for the Trapberfrovattdevaherioldhpesidons avimgalate 234ncen@in; and
display:.1230 inFi 4 ite risk
roturn il e o A e A S e JSEL T
financial planner Garatsefhavergsilcadil ydispinyol280etoegtaphically

compare the perifimangs. of e selcied invesimgnts-
- return on investment

- the rate of spending in retirement

At any time of life, savings reflects a trade-off between spending money now and setting
money aside to be spent at some later date. It doesn’t matter what the purpose of saving is,
the principle is always the same. The greater proportion of income spent on current needs,
the less that will be available later, but to lower your wealth risk, the higher your pre
retirement years savings rate. If you are going to limit a long-term investment horizon to a
class of assets offering a low level of returns because of low volatility risk, you must
expect an increase in wealth risk (having insufficient wealth to fund living expenses later

in life).

However, on the other hand, the problem with the asset classes with the higher expected
returns also carries volatility risk, which also increases the chance that actual returns will

be different from the expected returns.

The Portfolio Construction Interface 1050 is in communication with the Projected Earnings
Rate Calculator 1210, shown Figures 102 and 103. The calculator 1210 includes a table
1212 showing the following details:
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20 f. Analysis Report 1062 The Analysis Report display 1062 shown in
Figure 106, generated by the portfolio construction interface 1050,
includes the following tables: i. Asset Mix Data Table 1240; 25 ii. Asset
Mix Convergence Table 1242; iii. Historical Investment Indicators 12 44;
and iv. Ongoing Fee Structure 1246. The asset mix data table 1240
shows the distribution of assets of each selected investment 30 1068
across a number of asset classes 1248. For example, the table 1240
shows that Macquarie Mas Cash Fund has 92.6% of its assets in
Australlian Ca§QC§Or}dr7.Aé(Vfﬁf4i_ts -65- assets in Fixed Interest Australian.
The asset mix converygipence tdble 1242 shows the distribution of assets of
each selectedAineteStasenf1668 across a number of asset classes 1248.
The table 1242 also S ercentage allocation 1250 of the investor's
assetslgérosiﬁ?ﬁgﬁé%%c%%g\llg’stments 1068. The financial planner can
there by see theoaltbaatEBS1@8ftentage of the investor's assets to each
one of the se in t . The sum of the assets of the
investn\t%énts E%gldfg}%%aﬁc rﬁagggent]}: gséé 1248, where the assets 10 of each
investrment areweigfhtescby the giencdAtdgerst the investor's assets

allocated to t ing ipv ent, is also shown as the proposed
asset rﬁ% 122%.J I%%e{%:d%ﬁeﬂ 426{%1I§2(§)£§]hows the distribution of assets in
each asset class 1248 for a benchmark risk category selected from the

iR indon RSl The Inandialaannen genaelosiine investors

enchmark risk category from t own window 1254 and compare
the distribution 15 of assets of the benchmark with the proposed asset mix

%ﬁg%oI@&if.n?QﬁW?ﬁ@{}qé%rl VeRIPEFADIIR% SGE \bﬁﬂ&the Snail Trail

closely the selected investments and the asset allocation correspond to

Q@b&n&ﬁﬁaﬂowmnﬂmw bP4henihv@stoA Thauristopleanivesstrsrdpet a graph type
M&?q}g&&ﬂg{ﬁ#%ﬂ WS Qﬂ%@o&?ﬁ@ﬁ] thﬁl@%t&'ﬁ@ﬁ@‘iﬁa _fne%locgfﬁi‘c:ﬁso select the

selected investment 1068 across a number of different historica
pedsmeace008 that he or she wishes to see the chosen graphs for. The financial planner

can also select the period for the graphs from the "Period" pull down window 1234. The
display 1230 shown in Figures 104 and 105 show 3 year composite risk return snail trails
for each on eof the selected investments 1068. A financial planner can use the snail trail

display 1230 to graphically compare the performance of the selected investments.
f Analysis Report 1062

The Analysis Report display 1062 shown in Figure 106, generated by the portfolio
construction interface 1050, includes the following tables:

1. Asset Mix Data Table 1240;

ii. Asset Mix Convergence Table 1242;

1il. Historical Investment Indicators 12 44; and

1v. Ongoing Fee Structure 1246.

The asset mix data table 1240 shows the distribution of assets of each selected investment
1068 across a number of asset classes 1248. For example, the table 1240 shows that

Macquarie Mas Cash Fund has 92.6% of its assets in Australian Cash and 7.4% of its
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indicators 1258. For each indicator 1258, the table 1244 shows the
weighted average 1260 of the data for the selected investments 1068.
The financial planner can select the investor's benchmark risk category
from the drop down window 1254 and compare the benchmark
performance indicators 1262 with the proposed mix 1260. The financial 25
planner and/or the investor can thereby see how closely the selected
investments and the asset allocation corfespond to the benchmark risk
category of the investor. The ongoing fee structure table 1246 includes
feee ma&elgtgr{ga b%us ! %nae of the selected investments 1068 for: 30 i.

1X¢€ T . . .
e manager; - ortfolio service; and iii. Financial planner. The

table 1246 also shows the total outgoing fees. The financial planner can

Ee”?s [ "EALES JEGS PpigPl 3‘3&‘% BRIRC udR nanagersaiih drect selected
ares h avrng Similar performance and risk eve nother example 8 of
theesxn@llysrk(]é&mwmbsplagamberz Ofeneeatelddsysti@pdrifdlic cdstiddifonlso shows

qéo% ﬁﬁ%@ﬁ@cdﬁo%hﬁ#‘% ! “‘S%ejsf 10,40 £9.Jh&80 g%ll:e%%ﬁ K Hhents 1068.

automatic end the analysis report generate
Ebr:tfohwcmhpﬂmonaméﬁembyl%@ho aﬁe%ﬁrolﬂercgltmrkétwmpem& assets to

20 QSGMF[KQTS&V%[QH Jisplaye r%l )6h,ghown in Figure 1064, generated by

eportfo construction interface 1050, includes the following tables: i.
Market Watch Entry Price 1270; and 20 ii. Market Watch Exit Price 1272.

The s’ﬁﬁ%%ﬂl’%%‘&&&'ﬁ%?er & L0IR e 1848 PM9ER A IRLPLING S98C S here the assets

Investments 1
of each 1nvestment are weighted by the percentage of the investor's assets allocated to the

corresponding investment, is also shown as the proposed asset mix 1252. The table 1242
also shows the distribution of assets in each asset class 1248 for a benchmark risk category
selected from the drop down window 1254. The financial planner can select the investor's
benchmark risk category from the drop down window 1254 and compare the distribution
of assets of the benchmark with the proposed asset mix 1252. The financial planner and/or
the investor can thereby see how closely the selected investments and the asset allocation

correspond to the benchmark risk category of the investor.

The historical investment indicators table 1244 shows data 1256 on the performance of
each selected investment 1068 across a number of different historical performance
indicators 1258. For each indicator 1258, the table 1244 shows the weighted average 1260
of the data for the selected investments 1068. The financial planner can select the
investor's benchmark risk category from the drop down window 1254 and compare the
benchmark performance indicators 1262 with the proposed mix 1260. The financial
planner and/or the investor can thereby see how closely the selected investments and the

asset allocation correspond to the benchmark risk category of the investor.

The ongoing fee structure table 1246 includes fees associated with each one of the selected

investments 1068 for:

1. The fund manager;
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The table 1270 also indicates the short term price of each one of the

investments. For example, the price for Macquarie Mas Cash Fund is

shown for every day between 13 May 25 and 2 May. The market watch

exit price table 1272 includes a list of the selected investments 1068. The

table 1272 also indicates the short term price of each one of the

investments. For example, the price for Macquarie Mas Cash Fund is

shown for every day between 13 May 30 and 2 May. -67- By watching the

short term price of an investment, a financial planner is attempting to gain

a little %xtra W[H(I;]rt glclg §5?q%é-%%g of the investment process is the Market

Watch, which'is esngnegto improve the 5 market timing for buying and

selling istocksFibaestteigihesf the sign will depend upon the depth and

breadth of the earnings revision. The evaluation score ranks stocks by

excess retainers and short-term negative earning revision Investors in a

Tenabkd IRd0chbwnishvardabdridata fungbingafsamilafhedynthei dhelrehetdens attempt to
wnsshares in.a co ny. Howgever, ri f.9 share.is rmj .

B D e e e U R e simitr

peritergeascumdsiskderels it is the market that sets the share price. For

Managed Funds, high demand does not necessarily translate to a higher

unit price than 15 a less popular fund. Theoretically, there is no limit to
towthemisaroplmits alwilabielysia Rerbrasinplew didhbeemypteihtbya the portfolio

EBH?&QEJHE&E{ L2955 RN ISRYE ERULDIER (o The law of supply
and demand doe

s not apply in the same way. It Is the fund manager who
determines the unit price by dividing the total assets of the fund 20 by the

EH@P&B@%P@%‘E&AS?H%O}E? d%%@h%ﬁ?&ﬁﬁpg&ﬁuﬁ% ARINIRSHEINOERA by the

y the et price of t Ing shafes and other securities just as
poetiplaekesmstiucsion inter{asddipihtpabeernsiodiage every day so does the
unit value. What is useful though in measuring the net worth of the unit
price is to look at the rate of change of unit price over a period of time as
#ng aMededoiney 6y distribution in dividends for shares, cash for

The Market Watch display 1064 shown in Figure 1064, generated by the portfolio

construction interface 1050, includes the following tables:

1. Market Watch Entry Price 1270; and
1i. Market Watch Exit Price 1272.

The market watch entry price table 1270 includes a list of the selected investments 1068.
The table 1270 also indicates the short term price of each one of the investments. For
example, the price for Macquarie Mas Cash Fund is shown for every day between 13 May

and 2 May.

The market watch exit price table 1272 includes a list of the selected investments 1068.
The table 1272 also indicates the short term price of each one of the investments. For
example, the price for Macquarie Mas Cash Fund is shown for every day between 13 May

and 2 May.



10

15

20

25

30

25 interest rates and realised capital gains. Retail Managed Funds are

generally listed in the "Financial' section of the newspaper together with

both the Buy Price (purchase) and the Exit Price (sell). The difference

between these is the buy/sell spread is the administrative fee or MER of

management. 30 -68- Traditional managers are generally handcuffed to

benchmarks and therefore find it difficult to manage volatility, and as a

result, they simply run their portfolios wit?u a similar volatility profile to the

index that they are benchmarked against. Unfortunately, it seems to be
SRS, B 0 BE0%SIE IR 054 RGP AR Wi o i

matagstrdfwitbyciobdrstightly less than the index, then the traditional

manager feels he has added value. Such an outcome could be a

sub-optimal result for the absolute return for the financial planner whose

Boalo$ thesinoepreserverospitabitiiowbdksy pasdit efipebfits dedi Fredlitiomaprove the

RAPALMATAGSTS SEDSIRINPUL 0 MHaR emBNGRIR AN P QIUAINGIRING upon the

market thedry and negative returns would be seefras a goodresult it the

deatiaged haghdiht-op ¢hfo rammahtherivdasthéhererd bserohsnarkeaniigailosks by excess

Yé‘&?ﬁigﬁsaﬁw&{%ﬂ?éef’éﬁﬂégo{é%v%o&fh‘?ﬁg (EORIR] preservation of client

portrolios Is paramount any loss’is under-performance. 15 Fund

Managers believe that if you just stick with the market, then you will be OK

1HJQS%OJ§’G‘19 Euﬁlafr?e[ %éaﬁlﬁﬁe b@{g%‘%@gqg Hegﬁfhéo &9a8§1’n]ilﬂ Qgﬁy ‘Eﬁﬁeﬁl reholders

Index was without %ncrease with periodical ups and downs, thus remaine

gaindsschun o conepirer isvercanthaproapithhghoveths Riskmssskbedlomand; that is,

fHligL RNt AN BGIAL FIRAGIRALAEOR oK S i ACYRIO TR s it is the

benchmark as a permanent loss of capital. 20 Following the cfash of

nodgtithatisetsr theatkarewaisea slow motion featuring no fewer than six

major rallies from 1930 to 1932, each one peaking lower than the previous

one but the worst was to come; the Dow Jones Index virtually went

Eﬂié\ﬂ/@l}%ﬁdr@pﬁ% thlyéarsabéfdees e poxssval poenskieked:ihighen 980 price than
Qﬁ‘é’séaﬁéﬁﬂlkﬂﬁﬂ!lﬁ'a?ﬂ%ﬂe%ﬁgiﬁﬁﬂeﬁe% R Sto the number of units available in a

fund. As a new member buys into a fund, the fund manager simply issues out more units.

The law of supply and demand does not apply in the same way.

It is the fund manager who determines the unit price by dividing the total assets of the fund
by the number of units on issue. The total assets of a fund are in turn determined by the
market price of the underlying shares and other securities just as the market value of the
underlying assets change every day so does the unit value. What is useful though in
measuring the net worth of the unit price is to look at the rate of change of unit price over a
period of time as long as it accounts for any distribution in dividends for shares, cash for

interest rates and realised capital gains.

Retail Managed Funds are generally listed in the ‘Financial’ section of the newspaper
together with both the Buy Price (purchase) and the Exit Price (sell). The difference

between these is the buy/sell spread is the administrative fee or MER of management.
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25 come in two varieties: Short - two to three years characterised by sharp
rallies and steeper falls, ie. 1973 to 1975. Long Cycles in market stocks
take two steps forward and three steps back for up to 2 30 decades, ie.
1966 to 1982. -69- Nevertheless, ironically as a result of a bottomed - out
bear market, the portfolio construction process has been strengthened by
the introduction of negative earnings, whigh can be looked on as a
penalty revision to the evaluation score. The results of using this
technique from a moderate value to a "core" investment style because

ﬁheﬁ?u'éa'ég'%aé%%ﬁ%"sr %raéggeﬁlé%r%} 'gsh“a%&“%‘%tf { LR sbai’réhS arkgoté‘éaf“nﬁ it difficult

ollowed by an oSt equa duratlon e
@g@ﬂg&g\pﬂmﬁh}’naﬂd&:aald gesoh, folnel0 yregy. Whalhrslclpfaltﬁelmnmth a similar
Rrice ve,got t bef ret mett
RO WRRRIRREY A GRARAR itscems v

U&ew;anp@hidﬂ@n ardiloonahflationgersviroosentsanewvstiengnwarkbes iadex they are

S L BB RS R s 1
thensm@a@tlaxclténﬂsthndmytmmﬂ tmenypicdb8albadatylledixalue Ravk an outcome
%ﬁheﬂé@%? BES u%‘é?E%Qlﬁ??&ﬂl?eﬁ%?&h?@?&&ﬁqo‘?’?ﬁ%eﬂﬁ%ctﬁ?oﬂﬁ‘{){&édﬁ%@ose goal is

uity perfor ances are more than just an average return and stan
ﬂe\vmmsch@fycamt@lﬁ@ﬂp\p@bb}epwmwswrsraﬁw short-term
disappointments. 20 Avoid International equities when the value of the
Australian dollar is rising and International Securities are falling because:
Beatitiomtek ok b&nﬁ@@ﬁargmlixmamg@ratechskniphmcrmbeircontinuaﬂy rising

%ﬁ?@r&g eaﬂﬁyn@ 1\%0&\(&{1%%81?1%' ﬁé’E RACK N8 Wl(?{ glstﬂg'ﬁlanager had out-

offshore in estmen as to risk 3% to 4% just 25t brea even. Similarly,
pedliepesst edatidexpddp rivean benishmedidyegiissmukiergah Eisansehiibtaners consider

Eﬁﬁ'gzﬁ preservation of client portfolios is paramount and any loss is under-performance.

Fund Managers believe that if you just stick with the market, then you will be OK in the
long run; for example, for the period 1964 to 1981, the Dow Jones Index was without
increase with periodical ups and downs, thus remained gainless but to a retiree this meant
no capital growth. Risk assessed very differently by Financial Planners will define risk as a

deviation from the benchmark as a permanent loss of capital.

Following the crash of 1929, the bear market was a slow motion featuring no fewer than
six major rallies from 1930 to 1932, each one peaking lower than the previous one but the
worst was to come; the Dow Jones Index virtually went sideways for some 20 years before
the post war boom kicked in, in 1950 and lasted until the mid 1960’s. So bear markets

come in two varieties:

Short — two to three years characterised by sharp rallies and steeper falls, ie. 1973 to 1975.

Long Cycles in market stocks take two steps forward and three steps back for up to 2

decades, ie. 1966 to 1982.
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10 years ago when they decided to enter the foreign markets. 30 If growth

funds are selected, the Financial Planners have chosen a fundamentally

stock market based allocation. As we have found out in the latest global

stock market debacle, Fund Managers only play at the edges around their

central asset mix mandate. -70- As a good example of share prices

trading at a higher price relative to R.O.Eto justify it, Japan stock market

outperformed the rest of the world pre '89 for a good 15 years which

provided a compelling reason not to invest overseas which investors
nesadponare, 2 fese QuiRRIToIManGes el dapan maketsadindie portolio

pret?y fich values, eaXnng fapan shares trading 5 times book vallies

geinighunoomatiycstrobdd bepvesyergtlittieddy, thaeseracsionilalr ity gaipydiesrbongs, which

the US share markets in the '90's.hut.not as badly.qverpriced.like Japan's . .

e B T S e B SeSgREEOP wing nis

paweqidnirention niodtrere] Oalwedificaticnsenchivaprovsnteyls ballaoseuthtwe is little

H&%?nesiﬁlénllﬁg nglthe Ig%k\é\/e desire it to be understood, therefore, that this

invention Is hot fimited to the particular forms shown and we intend in the

append claims to cover all modifications that do not depart from the spirit

%?Qe ‘?&?gu%g' 'ﬂl@pgfﬁy b%%&ﬁ%‘?d A L{h%%ﬁém%ke?%q YASHORal d ation, ie.

theredf, Isused throughout the specification to means a representation o

E98ive8threrzgsbng yammiplanehe cewtd 'gavestfoedt) iasedNbarepdsants that stock

¢ r SSessi ired f re fi ial re . )

A oty e T RIS, el i MR Hutiles PrE's of

pitrannisesahmarkets."comprise”, 20 and variations such as "comprises”

and "comprising”, will be understood to imply the inclusion of a stated

integer or step or group of integers or steps but not the exclusion of any

dhioatdnesge radpsiiprobgrdwgpsamintegbighorsteps) THiahefeantrotgnis or whether

RERLAIR. TS SRECHIGRHOMLS PRbAAC Should DofRe fRKERAR # dmivoidable even

acknowledgment or any form of suggestion that the prior art forms part of

yehsmmian ugedierabikitovitedge in Australia. LLOYD WISE -71

Rationality believes because we spread a client’s money over the typical Balance type mix,
we have achieved proper diversification and sat back and waited for the rewards. Equity
performances are more than just an average return and standard deviation; they are about
people, investors and short-term disappointments.

Avoid International equities when the value of the Australian dollar is rising and

International Securities are falling because:

Both in terms of conversion and exchange rate risk, ie. purchase in offshore currency and
convert to local currency. In other words, the offshore investment has to risk 3% to 4% just

to breakeven.

Similarly, their poor relative performance in recent years, making the same mistake made

10 years ago when they decided to enter the foreign markets.

If growth funds are selected, the Financial Planners have chosen a fundamentally stock
market based allocation. As we have found out in the latest global stock market debacle,

Fund Managers only play at the edges around their central asset mix mandate.
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THE CLAIMS DEFINING THE INVENTION ARE AS FOLLOWS: 1. A

system for analysing risk associated with an investment portfolio of an

investor, said system including means for generating a user interface for

display 5 on a user terminal, said user interface showing a distribution of

assets of each investment of the investment portfolio over one or more

asset classes and showing the distributign of assets over said one or

more asset classes of a benchmark risk category representing a risk

tolerance level of the investor. 10 2. The system claimed in claim 1,

wherein the user interface shows the proportion of the investor's assets

allocated to each investment of the investment portfolio over said one or

Aonezasdetxalapbes! Sharheyystamditey mied hirgblaipriteoretiaive @, RiGkkzif justify it,

PRigSELIerRge ouR e TR U of e RIgRPTIeNQf INE INYENIAS, cars which

assets allocated to each investment of the Investment portfolio. 2,

pystaledfar enamatjing aeniovestrnéntipozsfolivenfean wmbiadtonvsaidrsysteled to ignore.

ncludin r ing.claimed.in any ope.of claim 3a

S e N R e P Yk MRS i ipan sars

podifcdid.tBngs bystemalizrs whrdgiognaalljnslestid dray p btéolid tohen THvestors similarity

%@ﬂ&y é}?ﬂ@ Iﬂgcéﬂgfg?n Rety ?ﬁetﬂé f‘?’o‘%“&%%‘&?‘é‘éﬂl?%%%ﬁ&%@ﬁ ﬁpan’s was.
ims 1 to 3 and Including means for use in removing an ihvestment from

the investment 25 portfolio. 6. The system claimed in claim 4 or claim 5,

ﬁ%ﬂé%ﬁﬁ%"%%"a@&iHgsgﬂ%éé%%?%fﬁﬁ'!%GHH%%&EO&QF@ QMG nvention, further
investor's assets to an investment of the investment portfolio. 30 7. A

mystdreafomsrendi h@mvnmmml portfolio fopsmsialledtor, tBaiarsyenddeire it to be
%%B&Y} %réi&&%@r{ﬂipgﬂ%%é&g§ ﬁgt limited to the particular forms shown and

we intend in the append claims to cover all modifications that do not depart from the spirit

and scope of this invention.

The term "investment", and variations thereof, is used throughout the specification to
means a representation of an investment. For example, the term "investment" is used to

represent property, or other possession, acquired for future financial return or benefit.

Throughout this specification, unless the context requires otherwise, the word "comprise",
and variations such as "comprises" and "comprising", will be understood to imply the
inclusion of a stated integer or step or group of integers or steps but not the exclusion of

any other integer or step or group of integers or steps.

The reference to any prior art in this specification is not, and should not be taken as, an
acknowledgment or any form of suggestion that the prior art forms part of the common

general knowledge in Australia.
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(a) categorising the investor as one of a plurality of benchmark risk

categories; (b) generating user interface data for display of a user

interface on a user 5 terminal, the user interface showing a pluraljty-Qf
investments and including means for selecting investments for |if£|@o%}? WISE
in the investment portfolio; and (c) generating further user interface data

for display of another user interface, said another user interface showing

the distribution of assets of each inve's?r]nént of the investment portfolio

over one or more asset classes and also 10 showing a distribution of

assets over said one or more asset classes of sajd. benchmark risk

LEE S b 2ERtNG e Bk toIe FANEEIRU At the TiRVELN 8: The

system claimed in claim 7, wherein the user interface shows the

roportion of the investor's assets allocated to each investment of the, .
&vgstrﬁl‘eﬁy Pl 1% &%éi&%ﬁ?%@?ﬁ%‘?e‘*&ée%l&é%f‘ég.n@‘.“rﬁé?“f‘)h" of an
systeniplaigaediidaiaient Dictldinpdnsaid fngiheruser inteeiteteiisbddinadisplay
means for allocating.a propartion of th? investor's assge{ts tg each ¢ each
investRBrh BEHIETRURL AL SORIBIRTEE 260 HRE dy SIHONERAGY fisshy of cac
one of laigmdntod, wibengiBstaichinpgestalantsvet thae invesione nisparttdlides and
are managed funds. 11, The system claimed in.gny one of claims 1 to 9,
oo PO e FRUBP T S8 beStite AL AT oo st nghies of a
12. A assnghiterlprogreate foi prglksingingh aiskaclatescw ity drointiestinasnsr.
portfolio of an investor, said program for performing the step of
generating a user interface for display on a user terminal, said user
hterfadthskowing dhendl distiliviion whasaethoherdhtutestshenisofthproportion

inVGStmﬁranI‘éo%rtEoltiorpvaer one or rpe%re as&s;@t classes Iri\ndfadlseo.rslhé)\/tvrir{legillta folio
distribition oFRASESHS oVar Satd BRE O AP WS ELTS 1mnves portioll

over said one or more asset classes.

3. The system claimed in claim 1 or claim 2, wherein said user interface shows the
sum of the proportion of the inventor's assets allocated to each investment of the

investment portfolio.

4, A system for managing an investment portfolio of an investor, said system
including the system for analysing claimed in any one of claims 1 to 3 and

including means for use in adding an investment to investment portfolio.

5. A system for managing an investment portfolio of an investor, said system
including the system for analysing claimed in any one of claims 1 to 3 and
including means for use in removing an investment from the investment

portfolio.
6. The system claimed in claim 4 or claim 5, said system for performing the step of
allocating a proportion of the investor's assets to an investment of the investment

portfolio.

7. A system for creating an investment portfolio for an investor, said system for
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more asset classes of a benchmark risk category representing the risk
tolerance level of the investor. 13. The computer program claimed in

claim 12, wherein the user interface shows 5 the proportion of t

investor's assets allocated to each investment of the investmen.\jL%onX% WISE
over said one or more asset classes. 14. The computer program claimed

in claim 12 or claim 13, wherein said user interface shows the sum of the
proportion of the investor's assets allockted to 10 each investment of the
investment portfolio. 15. A computer program for managing an investment
portfolio of an mvestor Sa;?%; computer program for performing the steps
claimeBSH AR BOHERI®S 12 to 14 and performing the step of adding

an invegimentie fvRsiment Parii@lior 1 16ncA eOMpplefaNtpgraMbEChmark risk
managing an investment portfolio of an investor, said computer program

for per%l?ﬁ%?@eﬁﬁe steps claimed in any one of claims 12 to 14 and

perforring thgesianthig et vimgrardnugstmentibisnay the investiesttace on a user
portfolio. 20 17. The computer program claimed in CI%{n 15 or claim

said cARPURaF Pl SR RIParforimNG e RSB BRI é%Yf‘g“‘tE‘E%SpBPﬁ?oHld“dmg
of the im¢astaios wwiﬁgarmasumegmnﬁ@htm|ﬁve&tmnea§tnmﬁfqitmfaﬁo; and
18. Acognputer ram rcreatl anl ent ortf llo or ar}r

mvesté? saldgﬁ tter B?ﬁrff r%?? r@ ‘fép a(%1)0
categorisintadbesuivesiohas e titarfakie ahb&ﬂﬁ@eh@ldﬁ@&fkmlﬁiﬁ of assets of each
categories; eneratin user interface data for display of a user

ot S B 6 MB8T5 0 S REMMAS 2 BRaly ey and also
mvestmlams@d ihctudingprmefans:éor setectiig imvestimeants farssctlision of said

in the Igenciltmar[lltlg) qgtggtlé%ora}? gelﬁrléggt?n\évt SeErlsk tolerance level of the investor.

another user

8. The system claimed in claim 7, wherein the user interface shows the proportion
of the investor's assets allocated to each investment of the investment portfolio

over said one or more asset classes.

9. The system claimed in claim 7 or claim 8, said another user interface including
means for allocating a proportion of the investor's assets to each investment of

the investment portfolio.

10. The system claimed in any one of claims 1 to 9, wherein said investments of the

investment portfolio are managed funds.

11.  The system claimed in any one of claims 1 to 9, wherein said investments of the

investment portfolio are direct shares.

12. A computer program for analysing risk associated with an investment portfolio
of an investor, said program for performing the step of generating a user
interface for display on a user terminal, said user interface showing the
distribution of assets of each investment of the investment portfolio over one or

more asset classes and also showing a distribution of assets over said one or
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-74 (c) generating further user interface data for display of another user
interface on said user terminal, said another user interface showing the
distribution of assets of each investment of the investment portfgﬁ;}g
one or more asset classes and also showing the distribution of

over said one or more asset 5 classes of said benchmark risk category
representing the risk tolerance level of the investor. 19. The computer
program claimed in claim 18, whereinthe User interface shows the
proportion of the investor's assets allocated to each investment of the 10
investment portfolio over said one or more asset classes. 20, Th .
compuPé?rﬁrﬁ%jféﬁﬂ%‘ia%%%w%nﬂliré SIS SRRISFBING: gk tolerance
interfagevinclodisgnmeass for allocating a proportion of the investor's

assets to each investment of the investment portfolio. 15 21. The

computer program claimed in any one of claims 18 to 20, wherein said
itvestrmasts@hpheinyesimanilpentolia algimanagaefeindse2zsef itterface shows
computer program claimed in any one of claims 18 tq 20, wherein said 20
investlBn SR hdothe FoTHbo S HirUEC AL S, S4Tn BSfAleY of the
readabileveatacsiopageinedimsaidaudiogrioeccoseputsysprogram claimed

in any one of claims 12 to 23 stored thereon. 25 24. A method of

analysing risk associated with an investment portfolio of an investor,
lacludimpéheosippeiobri@rganeldting drusttintedface fondisayvberainseid user
terminal, where the user interf shows investments of the jnvestment
portfolBSHA A SIS TS REIPBF S 2l F Qe i ipeated to
said ingagimertsmsiardnkeItvestmene pastiliclasses, the distribution of

assets over said one or more asset classes of a benchmark risk category
representing the risk tolerance LLOYD WISE

15. A computer program for managing an investment portfolio of an investor, said

WISE

computer program for performing the steps claimed in any one of claims 12 to

14 and performing the step of adding an investment to investment portfolio.

16. A computer program for managing an investment portfolio of an investor, said
computer program for performing the steps claimed in any one of claims 12 to
14 and performing the step of removing an investment from the investment

portfolio.

17. The computer program claimed in claim 15 or claim 16, said computer program
for performing the step of allocating a proportion of the investor's assets to an

investment of the investment portfolio.

18. A computer program for creating an investment portfolio for an investor, said
computer program for performing the steps of:
(a) categorising the investor as one of a plurality of benchmark risk
categories;
(b) generating user interface data for display of a user interface on a user
terminal, the user interface showing a plurality of investments and including

means for selecting investments for inclusion in the investment portfolio; and
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-75 level of the investor; and (b) determining the degree to which the

distribution of assets over said one or more asset classes of said

investments corresponds to the distribution of assets over said one

more asset classes of a benchmark risk 5 category representini‘?ﬁﬁ#& WISE
tolerance level of the investor, wherein said step of generating a user

interface is effected by a computer program being executed on said user
terminal. 25. The method claimed in cl ifln‘24, wherein the user interface

shows the 10 proportion of the investor's assets allocated to each

investment of the investgcent portfolio qQver said onﬂe%sor more asset

classef$26. HREGHLRSHEAF SRR 2920 ntiyRaY Whargicsaipr interface
step ofodetarmniningtdialuaesihe siemef daieimitingehadeareento dtighution of
the sum of the distribution 15 of ?sts}ets in each asset class of said asset
classe@SF tha i RAEIN AL St e iU MEH TS RSIL Qi QY5hAYS (o e asset
distribufign«f assealsoorivwaaghheatigapaondingrassetscbass ofidhenasseinore asset
classes of the henchmark risk category. 27. A method of managing an

vosu RO SF A RS T AEEG D R oy ARl el of
the riskirsiseekated with the investment portfolio by performing the method
claimed in any one of claims 24 to 26; and (b) changing one or more of

the investments in response to said step of analysing so that the

thstriburion whaasetsppveragaicl one dimaatnadsetwiessastid Weisatitkrface shows
investn}%nts of the inve tr}?ent Bortfqlio corres ﬁ)nds ore cquel , Or less ¢ th
closely"fo HEPGIPBLRIOAST JESSHE 0V EP Eaa DS BF bteAsdetifalgislpP! the
the beincbmadariskdatzgovyrchiiennesioneubensimibe step of changing

is effected by a computer program being executed on the user terminal.

30

20.  The computer program claimed in claim 18 or claim 19, said another user
interface including means for allocating a proportion of the investor's assets to

each investment of the investment portfolio.

21.  The computer program claimed in any one of claims 18 to 20, wherein said

investments of the investment portfolio are managed funds.

22. The computer program claimed in any one of claims 18 to 20, wherein said

investments of the investment portfolio are direct shares.

23. A computer readable data storage medium, including the computer program

claimed in any one of claims 12 to 23 stored thereon.

24. A method of analysing risk associated with an investment portfolio of an
investor, including the steps of:

(a) generating a user interface for display on a user terminal, where the user

interface shows investments of the investment portfolio arranged to show

a distribution of assets of each investment of said investments over one

or more asset classes, the distribution of assets over said one or more

asset classes of a benchmark risk category representing the risk tolerance
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28. A method of managing an investment portfolio of an investor, including

the LLOYD WISE -76 steps of: (a) analysing the risk associated with the
investment portfolio by performing the method claimed in claim ﬁ‘j—a

claim 26; and (b) changing the proportion of investor's assets all QX% WISE
each investment 5 of the investment portfolio so that the distribution of

assets over said one or more asset classes of said investments

corresponds more closely, or less closél , to the distribution of assets

over said one or more asset classes of the benchmark risk category of

the investor, wherein the step of changing is effected by a computer

program beinbe?é‘?ge%fl.ﬁ%d‘ni’ﬁsbﬂ"tﬁ‘é ser terminal. 29. The method claimed

in clainbg9 order@laiini B (heclagivg ihevaieh tlclisRIBRgoRdE YBO @ said one
the investments in response to sai(% step .of analysing so that the

distribution of 5<B8lE 8% St EhE! SR APY SLULEP 19 SQLESRyGs;lp the distribution
investments afflastiae inwestiuedt @ertialioncesraspandsdngreclasebncamark risk
less closely, to the distribution of assets over said one or maore asset

classes of theCBtgﬁBHHSPﬁeﬁ%‘km?:%fESS SR YHANRY LD OWHE ST step

of changing onaeimeirl afdhef ippestmentsiscetieciend dis aftenyduigra computer
program bein%{execu ed on a user termir%al. 20 30..The method claimed

in any one of SRt {Bgﬁfe’lﬂﬁtﬁfjdﬂ?gsf’ﬁ %St%rptecgfn%?' casting the

performance of the investment portfolio over a predetermined period for a
edetermined amount of the investor's assets. 25 31. A method of

Cengaiy T e B e = el A SR

categopisipgrtioa infréstanvastoreasfasplioelitybidenthimamiskt of the investment

portfolio over said one or more asset classes.

26.  The method claimed in claim 24 or claim 25, wherein said step of determining
includes the step of determining the degree to which the sum of the distribution
of assets in each asset class of said asset classes of the investments of the
investment portfolio corresponds to the distribution of assets over each

corresponding asset class of the asset classes of the benchmark risk category.

27. A method of managing an investment portfolio of an investor, including the
steps of:
(a) analysing the risk associated with the investment portfolio by performing
the method claimed in any one of claims 24 to 26; and
(b) changing one or more of the investments in response to said step of
analysing so that the distribution of assets over said one or more asset classes of
said investments of the investment portfolio corresponds more closely, or less
closely, to the distribution of assets over said one or more asset classes of the
benchmark risk category of the investor,
wherein the step of changing is effected by a computer program being executed

on the user terminal.

28. A method of managing an investment portfolio of an investor, including the
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categories; (b) selecting a plurality of investments for the investment
portfolio; and 30 (c) analysing the risk associated with the investment

portfolio by performing the method claimed in any one of claims 24 ,
LLOYD WISE -77 wherein said one of a plurality of benchmarks|[i?s[k(t)cga9 WISE

categories represents the risk tolerance level of the investor, wherein the
step of categorising is effected by a computer program being executed on
a user terminal. 5 32. A method of creaf g an investment portfolio for an
investor, including the steps of: (a) categorising the investor as one of a
plurality of benchmark risk categories; 10 (b) selecting a plurality of
investm&Rtfor the investment portfolio; and (c) managing the investment

portfoli@ )by perferysing tierivietiast clrRiinedlnhamy enmelaiainisld/bio pdforming
wherein said one of a plurality.of benchmark risk categories represents

the risﬁ’?&%ﬁéﬁgeﬂ%\%? BRI ’rmlggt F%‘Q&\é’r%’iﬁlthe step of categorising

is effeqtgd by @aQmipuies progFammeirgyexecsiisdeonaddsesdesnevdl idvkstment
The method claimed in clairé]ﬂi:.’.l or iréﬁ%ai 32, wherein the ste

of )
selectifyy 18° HECIBEHY BOEBMISutEr t?érﬁli’b‘té%é’étééf"%}g gY§&eyaid one or
terminahoZ® s3det I saetiiadi dlaims trienagnyoarepohdiainise24de:B3 or less closely,
wherein said investments of the investment portfolio are managed funds.
e Th A AT A0 GHE ST s PR betichmark
investmigkisi@fzory of the investor,

wherein the step of changing is effected by a computer program being executed

on the user terminal.

29.  The method claimed in claim 29 or in claim 30, including the step of changing
one or more of the investments in response to said step of analysing so that the
distribution of assets over said one or more asset classes of said investments of
the investment portfolio corresponds more closely, or less closely, to the
distribution of assets over said one or more asset classes of the benchmark risk
category of the investor, wherein the step of changing one or more of the
investments is effected by a computer program being executed on a user

terminal.

30.  The method claimed in any one of claims 24 to 29, including the step of
forecasting the performance of the investment portfolio over a predetermined

period for a predetermined amount of the investor's assets.

31. A method of creating an investment portfolio for an investor, including the steps
of:
(a) categorising the investor as one of a plurality of benchmark risk
categories;

(b) selecting a plurality of investments for the investment portfolio; and
(©) analysing the risk associated with the investment portfolio by performing

the method claimed in any one of claims 24 to 26,
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32.

33.

34.

35.
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wherein said one of a plurality of benchmark risk categories represents the risk
tolerance level of the investor,
wherein the step of categorising is effected by a computer program being

executed on a user terminal.

A method of creating an investment portfolio for an investor, including the steps
of:

(a) categorising the investor as one of a plurality of benchmark risk
categories;

(b) selecting a plurality of investments for the investment portfolio; and

(©) managing the investment portfolio by performing the method claimed in
any one of claims 27 to 30,

wherein said one of a plurality of benchmark risk categories represents the risk
tolerance level of the investor,

wherein the step of categorising is effected by a computer program being

executed on a user terminal.

The method claimed in claim 31 or in claim 32, wherein the step of selecting is

effected by a computer program being executed on a user terminal.

The method claimed in any one of claims 24 to 33, wherein said investments of

the investment portfolio are managed funds.

The method claimed in any one of claims 24 to 33, wherein said investments of

the investment portfolio are direct shares.



