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Portfolio Construction Management & Research Tools

* Michael Furey— Delta Research and Advisory

* Investment philosophies, investment performance behaviorand how a
basic portfolio is constructed.

* StevenTang—Zenith Investment Partners
* Zenith’s tools MSCI BarraOne and internal tool to construct a portfolio.

* David Leon—Stellan Capital
*  Macro view and applying themes to construct a portfolio.

* Q&Awiththe panelist
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Investment Philosophy

» What do we believe works across
markets?

» Active vs Passive?

» Asset Allocation as the major driver of risk
or do we concentrate/increase Alpha risk?

» Value vs Growth, High Yield vs Credit vs
Duration, Small vs Large, et al.
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Basic Portfolio Construction

Process Risks

Asset Allocation Market (Beta)

Non-Market (Alpha) &

Investment Selection Market (Beta)




Portfolio Construction

Process Risks

Asset Allocation

Investment Selection

Market (Beta)

o

Non-Market (Alpha) &
Market (Beta)

Problems occur
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Delta Factors

» Graphical performance analytics system based on
the academic work of ...

» William Sharpe’s “Returns Based Style Analysis” &

» Brinson, Hood, & Beebower’s “Determinants of
Portfolio Performance”

» Understanding Investment Performance Behaviour
» Portfolio Risk drivers
» Exposures to asset class and style risks

» Risk-adjusted Value-add

» Does the investment do what the investment
manager says it does?
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M: PO Box 15820 City East QLD 4002
P: +61 432 002 472
E: info@deltaresearch.com.au
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Summary

» One of the keys to better portfolio construction and risk
management is a better Understanding of Investment
Performance Behaviour

» Questions to ask of your portfolio...

» What is the role of each investment in my portfolios?

» Do they reflect my investment philosophy and their role?
» Are they “true to label?”
>

Have they added risk-adjusted value? i.e. are there signs
of skill?

» What are the unexpected risks or exposures? Is this
acceptable?
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Disclaimer

Zenith is the holder of Australian Financial Services License No. 226872 for the purposes of providing “General
Advice” (as defined by section 766B of Corporations Act 2001). General Advice provided by Zenith is limited to
Wholesale clients only.

This advice has been prepared without taking into account the objectives, financial situation or needs of any specific
person who may read it. It is not a specific recommendation to purchase, sell or hold any relevant product(s).

Zenith advises that investors should seek their own independent financial advice before making any investment
decision and should consider the appropriateness of this advice in light of their own objectives, financial situation or
needs. Investors should obtain a copy of, and consider, any relevant product PDS or offer document before making
any decision. This advice is prepared exclusively for clients of Zenith.

The material contained in this advice is subject to copyright and may not be reproduced without the consent of the
copyright owner. The information contained in this advice is believed to be reliable, but its completeness and
accuracy is not guaranteed. Zenith accepts no liability, whether direct or indirect arising from the use of information
contained in this advice.

Zenith
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Portfolio Construction — Zenith's

Approach




Key Portfolio Construction Criteria

Aim to build portfolios that deliver on objectives with lower volatility and
drawdown

Aim to be well diversified and reasonably style neutral

Believe in active management

Recognise Art and Science to portfolio construction

Zenith
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External Tool - MSCI BarraOne®

Providing institutional-grade portfolio analysis, service scalability,

insights and reporting




MSCI BarraOne® - Active Style Bias

U The below outputs are examples of the active style bias analysis for Panorama Elite Blends

0.15
0.10
0.05
0.00
-0.05
-0.10
-0.15
-0.20
-0.25
-0.30

Zenith

Investment Partners

Balanced as at 30 September 2020 and through time

BT Panorama Elite Blends Balanced Active
Style Bias vs Diversified Benchmark

BT Panorama Elite Blends Balanced Active
Style Bias
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MSCI BarraOne®-Active Risk Decomposition

U The below outputs are examples of the active risk decomposition analysis for Panorama Elite
Blends Balanced as at 30 September 2020 and through time

Risk Source Active Portfolio Risk 100%
o)
Contribution (%) Zg;’
. 0, 0
Total Risk 100.00% 20%
Industry 3.81% 60%
Style 1.76% 50%
Term Structure 14.84% 40%
o)
Inflation 0.07% 300/3
i % 20%
Spread 5.27% 10%
Commodity 0.90% 0%
(e} ™~ ™~ M~ N~ [e0] 0 o0 [ole] (o)} (@)} N (o)) o o o
Hedge Fund 0.22% S8 3355555883383 88 8
Country 4.10% d g gagaoaaogaoLaoQuoeQoeLaeg
' nEl a8 Rna8RRe8RE 8 8
Market 13.92% EREBE%GBERGB&FEB
Selection Risk 54.17%
- > B Common Factor Risk M Non-Factor Risk Currency Risk
Currency Risk 11.47%
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MSCI BarraOne ® -Stress Testing

U The following is an example of the stress testing analysis for Panorama Elite Blends Balanced as at
30 September 2020

Historical Event Portfolio Benchmark Active
1973 - 1974 Oil Crisis 3.58% 3.65% -0.07%
1989 - 1990 Nikkei Stock Price Correction -6.57% -3.75% -2.83%
2000-2003 Tech Crash & Recession 1.38% -6.14% 7.52%
2008 Lehman Bust -2.58% -8.55% 5.97%
2016 Brexit -0.42% -1.19% 0.77%
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Internal Tool - Port Admin

Transitioning Mosaic




Portfolio Admin
Zenith

LR PORTFOLIO CHARACTERISTICS - AUSTHRALIAN SHARES EXPOSURE
Elite Blends High Growth Portfolio (Panorama)

Beashmat SARALE B buber
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sleeve of Elite Blends High Growth as e ———
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Rizk Characteristics Std Dev (Portiolio / Benchmark) Tracking Ermor Active Share
Risk Meazures (Past Year) 30.90% / 27.28% 6.37% 60.48%
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Sector Positioning Portfolio Weight Benchmark Weight Active Weight
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Technology 11.82% 4.48% 7.34%
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Mosaic

U The below is an example of the output for the Australian Shares sleeve for Elite Blends High

Growth as 30 September

Equities Allocation Number of Countries  Number of Stocks

6 206

Number of Sectors

14

Display as Percentage of total equities

-«

Sector Exposure VA VR Regional Exposure
Sector Weight Region Weight
Academic & Educational Services | ‘ 0.36% Asia Pacific (ex-Australia) ‘ I 4.34%
£ Basic Materials Australia _
_E Cash j : Cash ! 3.92%
b Consumer Cyclicals —% Europe i 1.88%
Consumer Non-Cyclicals - 7.11% North America i 2.44%
Derivatives & Unclassified | 023% Other Regions | 0.23%
Energy b 2.13% Total Disclosed  100.00%
Financials (ex Real Estate) _
Healthcare - 7.42%
@Australian Shares () International Shares @ Property Total Disclosed ‘ 100.00%
Country Exposure Top 10 International Shares Top 10 Australia Shares v B3
- Era . . .

StockName Weight Sector Country

Zenith

Investment Partners

Weight = StockName Sector
2539 CSL Healthcare
220% Atlas Arteria Industrials

194% BHP eilliton
171% IOOF Holdings

wation 156 % Westpac Banking Corparation
145% Macquarie Group
144 % National Australia Bank
144% Appen
142% Charter Hall Group

119% Seven Group Holdings

Basic Materials

Financials (ex Real Estate)
Financials (ex Real Estate)
Financials (ex Real Estate)
Financials (ex Real Estate)
Technology

Real Estate

Industrials




# StellanCapital

Stellan Capital Pty Ltd (ACN 633 599 130) is a Corporate Authorised Representative of Ascot Private Pty Ltd (ACN 139 835 797, AFSL 416354).



A Bringing a Portfolio Together

Investingin the Modern Age

X axis

Market Risk is addressed through diversification at
the Asset Allocation level. For all portfolio managers,
it is the cornerstone that helps mitigate the hardest
risk to manage of all — ‘predicting the future’.

can be mitigated.

i c
Y axis S
: : " &
Security or Investment risk can be mitigated by g
proper portfolio construction. With the statistically B e(\(f\\
correct number of securities in a portfolio much of e &‘
the ‘Investment Specific’ risk of an equity or bond o \>\’{,\’
A
I
>

Z axis

Global exposure is critical for diversification as
Australia only less than 2% of the totalglobal market X = Asset Allocation
and only a fraction of the fixed income universe.



A Ageing

“Living Longer”
Thematic Description:

Today there are ~533,000 people worldwide
who are 100 years or older, an extraordinary
increase from the ~20,000 in the 1960s.

Modern medicine has extended our lease on
life, but it must continue to evolve as over
3.6 Million people are projected to be over
the age of 100 by 2050.

Source: United Nations 2016

Examples could include:

CSL .
@ llumina

Illustration Only. Should not be taken as personal advice.




*. What classifies as

In Australia, $2 Trillion dollars are controlled by almost 500k
individuals who classify as “High Net Wealth” (HNW).

HNW = $1 millionin discretionary investable assets
(including their SMSF but not their home)

HNW = ~1.9% of the Australian Population.

Top 10%
Wealthiest

Proportion
of HNW
Individuals

o -
The Other

90%

@ ~98%

Source: Powerwrap HNW Investor Report 2019, ABS 2020

Growth in the number of HNW individuals

426,300

/
i

B 7017 2019

:A%o/o

Growth in controlled funds by HNW individuals




*. HNW Advice

While demand for traditional stockbroking appears to
be fallingin Australia, sentiment around wanting full
financial advice has improved markedly...and Investors
are reporting wanting even more.

High Net Worth (HNW) Individual Statistics:

[ ]

Currently
73% Accessing
Financial

~ Advice

® o _

Still Have

Unmet

Advice

Needs

Source: Powerwrap HNW Investor Report 2019

58%

Reasons why HNW individuals
would seek advice:

“Want a wider range of investments”

“Want a second opinion”

“Require Adviser to have higher technical skills”

pAY

Reason %




A

The Next Wave of HNW?

The millennial generationis nextin-line toinherit our nations
wealth, but how do we look after them when it’s not

profitable?

Strategies for gaining millennials business while remaining

cost effective:

Leveraging
Self-Service
Technology

Getting
Scale with
IMAs

Meet them
where they
are —online

Asking millennials
about their parents
(Managing up!)

Has the pandemic made investing cool?

Active online retail investors now surpass 1

million in Australia.

Number of active online investors
during the pandemic surged 41%

70 LAY

UN% THE ACTIVITY WAS HEAVILY

SKEWED TO ETFS & DIRECT
AG 40 INTERNATIONAL SHARES

Source: Investment Trends 2020 IH Online Investing Report



*. The ESG Tide is

Whetherit matters to you or not, it will continue to matter
to the bottom line.

E nvironmental

Social

G overnance

ESG)

Impact Investing

Proportion of online investors who have bought or sold
investments based on ESG factors by age

N Investment |
Trends |
J

-&=Environmental iss ue

mulator Pre-retiree Retirees

(40-54) (65-64 (65 or ove

“Wall Street wasn’t really even serious about ESG 20

years ago”

® MSFT.O~ MICROSOFT CORP -

United States | NASDAQ Global Select Consolidated | Software
Overview | News & Research | Price & Charts | Estimates

ESG SCORE

ESG Score; 92 v @

Pillar Score YoY Change
Environment () 3 [i] 78

Social (Weight: 39.8%) o 98

Governance (Weight: 46.3.. @ 92 -

TATEMENT

Env ol Social Governance Controversies
@ - Scoring Measure
Period End Date

Industry Scoring Mea...

Reporting Currency

Period Status

ESG Report

ESG Reporting Scope

ESG Report Auditor Name

ESG Period Last Update Date

ESG Combined Score

ESG Score
Environment Pillar Score
Social Pillar Score
Governance Pillar Score

ESG Controversies Score

Targets Water Effic
Targets En

Environment Management Team

Environment Management Training

Energy Produced Direct
Electricity Purchased

ricity Produ

e Energy Use

n Buildi
Total Water Use / Million in Re
Water Withdrawal Total

er Wit

-1.38 -0.582% 22,653,662

ﬁ\/f ® ¥23575¢

Financials Event | Ownership | Debt & Credit | Peers & Valuation
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‘ [
Unique Components of New-Age Advice

From our perspective, clients today are asking for more
of the intangible aspects of the client relationship, not Individually Managed Accounts
justtheinvestmentreturns.
HNW Investors are asking nowfor bespoke
Knowing how they will achieve their goals and that portfolio solutions thatallow themto hold the
someone is watching over the key milestones in their individual assetthey want...in their own name.
lives is what gives true peace of mind.

How does one put a price on that?
Wealth Coaching

HNW Individuals tend towant to go on ajourney
Wealth Adviser lifecycle with theirwealth manager, a partnership which
includes education ratherthan delegation.
Education Development Career Retirement

Lawyer

Wealth Planning

Insurance Broker
»

Portfolio Manager Wealth managers opendoors to assets that clients
|-

» traditionally wouldn’topen toa traditional
Financial Planner stockbroker.
>
Accountant
|-
>
0
10 20 30 40 50 60 70 80
Legacy Planning
lllustration Only
Age

As a wealth manager, we spend years fostering
relationships with clients. However, in order to
maintain the relationship over the generations, one
needs to include the parents & children.




Disclaimer

This presentation is issued and distributed by Stellan Capital Pty Ltd (ACN 633 599 130) (Stellan Capital), a Corporate
Authorised Representative (No. 001276576) of Ascot Private Pty Ltd (ACN 139 835 797, AFSL 416354). This presentation is
not intended for public circulation or use by any third party without the prior approval of Stellan Capital.

This presentation has been made available for general information purposes only. To the extent permitted by law, Stellan
Capital does not make any representations, warranties or guarantees of any kind, express or implied, as to the suitability,
accuracy or currency of this presentation or the information contained in it. All content in this presentation is of a general
nature only and does not take into account your, or any other person’s, objectives, particular needs or investment
objectives, financial situation or circumstances. Stellan Capital does not purport to provide any financial, taxation, legal,
business or other professional advice through this presentation. You should not rely on the information in

this presentation, and should seek advice from your Stellan Capital adviser prior to making any investment decisions. While
this communication is based on information from sources believed to be reliable at the time of its preparation, Stellan
Capital has not independently verified the information contained in the presentation. Stellan Capital provides no
guarantee that all information is accurate, reliable and complete. Any opinions expressed in this presentation are subject
to change without notice and Stellan Capital is not under any obligation to notify you with changes or updates to these
opinions. To the extent permitted by law, no liability is accepted for any loss or damage as a result of any reliance on this
information. Stellan Capital makes no representations that this document or the information contained in it comply with
the laws of any country outside Australia.
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IMAP Specialist series: The tools we
use to manage portfolios

Session 2 : Wednesday 17t March
Portfolio Management and Trading

Adrian Rowley, Watershed
Chris Smith, Implemented Portfolios

Moderated by Nancy Yuen, SS&C GWP

In association with @
Global Wealth Platform (GWP) @
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