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Foundation of Academic Research and Real World Application
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“Alpha, Beta and ... More Gamma”
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Alpha, Beta, and ... More Gamma
How advisors add value through a robust
portfolio-planning process.
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“Alpha, Beta and ... More Gamma”
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How advisors add value through a robust

portfolio-planning process.

T gunmity T banabes of Tue Sasisens we
oo & sy of enngeical ey Ui o
[ ——
e FOaTe T 0 onYas e peteal
ikt 0 SR MarviGea. P i Tk O e
pErial “alta” bered ! e vy wra
TTuat o, o (paaritty U wereas 1 aspeced.

expactnd el of rarcial svice whth s com.
whah i Sl el a5 v

wvaag, anc tagh. W 0 this e T

v, at okt the comghunity 0F T raedn.
e benats of Sancal advce sy Bgnicanth

it Tor wangie, 31
¥ -
o
e e 198G 0 3 T2 ol oy R A Wl A 1O WA T
1 ey
e e of i scially ity errabatancest P b T A e
o ooy i by o 3o
"’ e
et
pred bt et bamewesk £ 3 e eaatar, S b, o Ttk kg and mneiony B ok, 10
Bl et o TR snrl sttt ettt 0, aghestl, s a0 the s prsedet
0 avecage i, At atoncn P et o bor 4 et e
wh
Iver’ [Prp——
e
plannig
e g tha thabenga

Source: Morningstar

Adviser Gamma of
circa ~2.45%
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Approach to maximise the potential of Adviser Gamma

To invest successfully over a lifetime does not
require a stratospheric 10, unusual business
Insights, or inside information.

What's needed is a sound intellectual
framework for making decisions, and the ability
to keep emotions from corroding that
framework.

Warren Buffett
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Approach to maximise the potential of Adviser Gamma
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What's needed is a sound intellectual
framework for making decisions, and the ability
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Behaviour Gap — Preventing permanent loss of capital

Equity
behavior
Gap =
Bond
behavior
Gap =

2.34%

International Average
Equity Fund ~ Investor
Average HEtum in
Return Funds:

Average
Bond Fund Investor

Average Return in
Return Funds:

9.4%: 3.15%

8.77% 9.16%

Source: Morningstar, Inc. Comparison of average 10-Year Total Returns and Asset-Weighted 10-Year Investor Returns, in article “Mind the Gap 2013" by Russell Kinnel, 2-27-14
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Agenda

> Introduction to the Value of Advice: “Adviser Gamma”
> Rethinking advisers as behavioural coaches
» Applying behavioural finance in your practice

» Wrap Up
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The pillars of investing knew intuitively about psychology. ..

“The investor’s chief problem—
and even his worst enemy —
is likely to be himself.”

Benjamin Graham (1894-1976)
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We all suffer from behavioural biases
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We all suffer from behavioural biases
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We all suffer from behavioural biases
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...and there are many more.
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And you can make money off of them!

W3H1 1334400 01 MOH ONV " "~

A simple promise
to investors

WHY SMART PEOPLE MAKE
BIG MONEY MISTAKES

Lessons from the Life-Changing =
Science of Behavioral Economics

[ ) -

Gary Belsky & Thomas Gilovich

C 4

See Shiller (2003); Belsky and Gilovich (2010)

A direct connection to
market-level events
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Now we can help people overcome them
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Now we can help people overcome them
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Financial advisers as behavioural coaches

Financial trainer Financial teacher Financial counselor
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Agenda

> Introduction to the Value of Advice: “Adviser Gamma”
» Rethinking advisers as behavioural coaches
> Applying behavioural finance in your practice

» Wrap Up
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About Morningstar’s Behavioural Science Team
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Morningstar's Behavioural Science Advisory Board
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John Lynch (U. Colorado) Katherine Milkman (Wharton)

IR ,]l f.
Terrance Odean (UC Berkeley)  Abigail Sussman (Chicago Booth) Jon Zinman (Dartmouth)
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See our guide to applying behavioural science

Morningstar’s guide to helping
your clients overcome

behavioural obstacles

https://morningstarinvestments.com.au/2017-national-adviser-
roadshow/simple-but-not-easy/

Simple but
Not Easy

MORNINGSTAR
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Play to your strengths as a behavioural coach

Q) I —_
Modern Adviser Program

Enhancing your unique and differentiated client value proposition,
maximising your potential adviser “gamma”
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Unit 1: Core Concepts of Behavioral Finance

Advisers must now act as behavioral
coaches to adapt to the new financial

landscape and to better help their
clients achieve their goals.

Key objectives:
> Learn how to recognise behaviours brought on by cognitive biases

» Begin applying simple behavioral techniques to mitigate these
biases in your practice
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Unit 2: Facing Psychological Barriers

There is a psychological aspect to
investing. Often, it's the psychological

barriers your clients face that do the
most damage to their finances.

Key objectives:

» Understand what it means for a client to be financially healthy,
which doesn't always come from their pocketbook

» Learn practical applications you can use to help coach clients
toward healthier financial attitudes and behaviors
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Unit 3: Applying Behavioral Methods

As a behavioral coach, there are ways
you can mold a client’s environment to

better help them succeed, overcoming
behaviour that can reduce their wealth.

Key objectives:
> [dentify the obstacles that are preventing a client from acting

» Learn how to implement behavioral techniques throughout your practice
to help a client over psychological and environmental roadblocks
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Agenda

> Introduction to the Value of Advice: “Adviser Gamma”
» Rethinking advisers as behavioural coaches
» Applying behavioural finance in your practice

> Wrap Up

30 MAORNINGSTAR



Demonstrate your differentiated value proposition

Equity
behavior
Gap =
- 3.01% Bond
N behavior
Gap =
2.34%

-
Average
Bond Fund Investor

Intemational  Average

Equity Fund ~ Investor
Average Retumn in
Return Funds:

8.77% 93.16%

Average Return in
Return Funds:

549 3.15%

Assisting advisers to demonstrate tangible and intangible value
for the fees they charge their clients

Source: Morningstar, Inc. Comparison of average 10-Year Total Returns and Asset-Weighted 10-Year Investor Returns, in article “Mind the Gap 2013" by Russell Kinnel, 2-27-14
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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.

MAORNINGSTAR



	Slide Number 1
	Slide Number 2
	Agenda
	Foundation of Academic Research and Real World Application
	“Alpha, Beta and … More Gamma”
	“Alpha, Beta and … More Gamma”
	“Alpha, Beta and … More Gamma”
	Approach to maximise the potential of Adviser Gamma
	Approach to maximise the potential of Adviser Gamma
	Behaviour Gap – Preventing permanent loss of capital
	Agenda
	The pillars of investing knew intuitively about psychology…
	We all suffer from behavioural biases �
	We all suffer from behavioural biases �
	We all suffer from behavioural biases �
	We all suffer from behavioural biases �
	And you can make money off of them!�
	Now we can help people overcome them�
	Now we can help people overcome them�
	Now we can help people overcome them�
	Financial advisers as behavioural coaches�
	Agenda
	About Morningstar’s Behavioural Science Team
	Morningstar’s Behavioural Science Advisory Board
	See our guide to applying behavioural science
	Play to your strengths as a behavioural coach
	Unit 1: Core Concepts of Behavioral Finance
	Unit 2: Facing Psychological Barriers
	Unit 3: Applying Behavioral Methods
	Agenda
	Demonstrate your differentiated value proposition
	Disclaimer

