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Drivers of total investor returns
Long term asset class returns

“In the short run, the stock market is driven v~ eganabg oo
mostly by @demand but in the long run, the oM EORORY
cash flows that corporations supply are the 2
ultimate drivers of stock returns”

- Philip Straehl and Roger Ibbotson

Capital market Returns
A

Source: Philip U. Straehl and Roger G. Ibbotsan: The Long-Run Drivers of Stock Returns: Total Payouts and the Real Economy, Third Quarter 2017
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Long-run stock returns are driven by fundamentals
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Long-run stock returns are driven by fundamentals
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Long-run stock returns are driven by fundamentals

14
Total Return 9% p.a.
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Drivers of total investor returns
Implementation shortfall

Capital market Returns
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Drivers of total investor returns
Implementation shortfall

“You can't control what markets can do, but you
can control the costs you pay. The less you pay
to the purveyors of investment services, the
more there will be for you.”

— Burton Malkiel

Capital market Returns
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Drivers of total investor returns
Implementation shortfall
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Drivers of total investor returns

Implementation shortfall
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Drivers of total investor returns

Implementation shortfall
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Drivers of total investor returns
Investor behaviour gap
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Drivers of total investor returns
Investor behaviour gap
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Drivers of total investor returns
Investor behaviour gap

Wil “Typically, the studies find that the returns investors have earned over
time are much lower than the returns of the average investment.”

Investor
Behaviour
Gap

— Carl Richards, The Behaviour Gap

Investor Returns
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The behaviour gap - investor versus investment returns
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GROWTH OF $10,000
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GROWTH OF $10,000

The behaviour gap - investor versus investment returns
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The behaviour gap - investor versus investment returns
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Drivers of Total Investor Returns
The value of financial advice

Implementation

Investor
Behaviour
Gap

Sources: (1) David Blanchett and Paul Kaplan, “Alpha, Beta, and Now Gamma,” The Journal of Retirement, Fall 2013.
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Drivers of Total Investor Returns
The value of financial advice

Capital market returns
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Sources: (1) David Blanchett and Paul Kaplan, “Alpha, Beta, and Now Gamma,” The Journal of Retirement, Fall 2013.
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Drivers of Total Investor Returns
The value of financial advice

} Additional value add

Capital market returns
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Sources: (1) David Blanchett and Paul Kaplan, “Alpha, Beta, and Now Gamma,” The Journal of Retirement, Fall 2013.
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Drivers of Total Investor Returns
The value of financial advice

} Additional value add
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Sources: (1) David Blanchett and Paul Kaplan, “Alpha, Beta, and Now Gamma,” The Journal of Retirement, Fall 2013.
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Disclaimer

This document is issued by Morningstar Investment Management Australia Limited (ABN 54 071 808 501, AFS Licence No. 228986)
(‘Morningstar’). Morningstar is the Responsible Entity and issuer of interests in the Morningstar investment funds referred to in this report.

© Copyright of this document is owned by Morningstar and any related bodies corporate that are involved in the document’s creation. As such
the document, or any part of it, should not be copied, reproduced, scanned or embodied in any other document or distributed to another party
without the prior written consent of Morningstar. The information provided is for general use only.

In compiling this document, Morningstar has relied on information and data supplied by third parties including information providers (such as
Standard and Poor’s, MSCI, Barclays, FTSE). Whilst all reasonable care has been taken to ensure the accuracy of information provided, neither
Morningstar nor its third parties accept responsibility for any inaccuracy or for investment decisions or any other actions taken by any person on
the basis or context of the information included.

Past performance is not a reliable indicator of future performance. Morningstar does not guarantee the performance of any investment or the
return of capital. Morningstar warns that (a) Morningstar has not considered any individual person’s objectives, financial situation or particular
needs, and (b) individuals should seek advice and consider whether the advice is appropriate in light of their goals, objectives and current
situation. Before making any decision about whether to invest in a financial product, individuals should obtain and consider the disclosure
document. For a copy of the relevant disclosure document, please contact our Adviser Distribution Team on 02 9276 4550.
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