Why integrate a Dalton Nicol Reid IMA
into your financial advisory business?

History can be a powerful persuader. In the financial sector it clearly indicates that
Australia closely follows the trends of our US counterparts. The past decade in the
US has seen the investor embrace the IMA with enthusiasm. The result has been
exponential growth in funds under management in IMAs. It is predicted that by
2011, US managed account assets will grow to $2.1 trillion.! Australia is poised

to enjoy this same trend in IMA growth. Astute advisers will quickly discover the
benefits to their clients, and in turn their business, of offering an IMA as part of

a value-added service.

‘Significantly, and not surprisingly, IMA growth is
outpacing that of mainstream investments. This
product allows a greater degree of customisation.’

World Wealth Report by Capgemini, 2004

The Dalton Nicol Reid IMA offers a number of distinct
advantages over other investment choices:

Customisation and choice of investment

In collaboration with the adviser, portfolios are customised
to suit each client’s individual financial goals, risk profile
and investment strategy. Portfolios can be aligned with a
client’s moral, ethical, social or environmental concerns,
and constructed to counter-correlate the impact these
securities may have on the overall portfolio. Dalton Nicol
Reid manages each account individually, and unlike other
managed funds and wrap products, the client directly
owns the investments.

1 Capgemini, World Wealth Reports, 2004.

Investment visibility

Clients are always aware of the investments held in

their IMA. They receive regular portfolio reports and
performance reviews, along with copies of all transactions
that occur within the account. This develops a greater
sense of client control over the investment process.

‘My clients with a SMSF value the transparency and
visibility of an IMA.’

Jamie Forster, Advent Financial Services

Access to the expertise of accomplished,
independent and experienced professionals

The adviser has access to a team of independent
expert analysts with proven track records. As listed
investment specialists, they know the pitfalls of the
market. Dalton Nicol Reid accesses the best research
available and uses a robust investment process to build
a client’s quality portfolio. As independent analysts,

not brokers, no commissions are received to
recommend any investment.



Diversification of investment

Investments are allocated across a variety of different
styles and disciplines according to a client’s risk profile
and investment strategy. This ensures broad exposure to
a variety of asset classes, not just Australian equities, and
helps mitigate value fluctuations over the course of the
market cycle. IMAs can accommodate risk profile changes
over a client’s investment life.

Flexible and efficient tax management

IMAs have extra capabilities that allow investors to
maximise their tax savings and potential returns. The effect
of taxes can have a significant impact on a portfolio’s
overall performance. IMAs can help minimise tax liability

by considering an individual investor’s tax situation. Unlike
managed trust funds and custodial retail products, capital
gains tax is not inherited, and returns can be enhanced by
including franking credits. Gain realisation can be delayed in

order to benefit from the lower, long-term tax rates,
or losses can be harvested to potentially nullify an
anticipated tax liability.

‘IMAs do not create the tax problems of other products
and are the perfect fit for the tax-savvy adviser.’

Tony Negline, CACHARTER

Accessibility, portability and flexibility of the
client’s portfolio

Because the client’s portfolio is owned directly, they can
transfer, add to, or withdraw their funds without financial
penalty or realising capital gains. The cost basis and profit/
loss of each portfolio is unique to the individual, unlike those
of managed funds.

The Dalton Nicol Reid competitive advantage

Dalton Nicol Reid aims to partner advisers to build and
protect the wealth of their clients through the delivery of
transparent, efficient, independent and personalised service.
The key reasons for using Dalton Nicol Reid are:

o Their strong and proven track record in superior
portfolio performance

o Their collaborative and professional approach to
working with advisers

o Their proven ability to increase the practice profitability
of advisers.

A strong and proven track record

Dalton Nicol Reid has the competitive advantage of
many years experience in the rapidly growing Australian
IMA market. As one of the first boutique firms offering
this innovative product, Dalton Nicol Reid has grown
significantly.

Dalton Nicol Reid aims to create wealth for your

client over the medium-to-long term by adopting an
active but disciplined approach to buying quality assets.
They have developed a robust and methodical
investment process to drive their performance which
involves both qualitative and quantitative analysis. This
analysis is based on

three principles:

1 investing in quality businesses with strong
management

2 conducting thorough market assessments to
minimise risk
3 buying investments with strong earnings outlook at

reasonable prices, and regularly reviewing the relative
value of held investments.

The Dalton Nicol Reid model of investment evaluation
has consistently returned superior performances for the
clients of advisers.



We see the benefits of the Dalton Nicol Reid service

as creating a Virtuous Cycle where the profitability of

the adviser’s practice improves while the level of work
required declines. This is explained in the diagram below.
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The Dalton Nicol Reid competitive advantage continued

A collaborative and professional relationship
with advisers

Dalton Nicol Reid understands the importance of their
relationship with advisers. A service focus is a strong
emphasis of their charter, and their boutique size allows
them to deliver personalised service in an efficient and
effective manner.

Advisers play a large role in educating the investor to

the benefits of an IMA. The adviser communicates the
client’s time horizon, risk tolerance and overall investment
goals to Dalton Nicol Reid.

In turn, the adviser helps the client entrust their account’s
day-to-day supervision to Dalton Nicol Reid, in whom
they can place a high degree of confidence.

Dalton Nicol Reid aims to build adviser relationships
into long-term partnerships.

Increasing practice profitability

Outsourcing allows the adviser to get a specialised
product like the IMA to the market quickly and
efficiently. CEG recently conducted research designed
to determine the specific factors driving the success

of the highest earning advisers in the US industry .2 Of
the 1200 independent financial advisers surveyed, the
most compelling finding was that advisers who had
adopted a wealth-management business model, and
who outsourced their investment offerings to IMAS,
enjoyed the highest level of success by a wide margin.
Similar US research reinforces the fact that IMA affiliated
wealth managers expected to out-earn all other financial
managers by significant margins.

2 Abram P, Bowen J and Roush J. ‘All the right moves” CEG Worldwide, 2005.

Dalton Nicol Reid provides an IMA outsource solution
for the adviser. These features of their service can reduce
costs to the adviser and enable them to improve the
profitability of their business:

o Reduction of the research burden on advisers

o Provision of regular reports in the form of portfolio
reviews and performance, end-of-year tax statements
and buy/sell transactions

o Education on investment selection via regular streamed
Internet broadcasts by the Investment team

o Decreased demand for SoAs because the IMA is
managed under a discretionary agreement

o Qutsourcing allows the adviser more time to focus
on client interaction.



How Dalton Nicol Reid makes the process work

The adviser consults Dalton Nicol Reid on sophisticated
investment advice. The adviser manages all contact with
the client, but the client can access all their portfolio activity,
administration and reporting on the password-secured
Dalton Nicol Reid website.

How are we paid for our IMA service?

As portfolio managers, Dalton Nicol Reid aim to provide
the highest quality service with the highest quality advice.
The good news for advisers and their clients is that, since
the development of the IMA, new technology has brought
the fees for IMA managers down. This means the fees for
having an IMA are now similar to those of other managed
funds. Significant benefits for no extra cost!

Level 14 GPO Box 3263
388 Queen Street Brisbane Q 4001

07 3229 5531 Telephone
07 3229 5534 Facsimile

info@dnr.com.au
www. daltonnicolreid.com.au

At Dalton Nicol Reid there is no account opening fee,
and no exit fee. Advisers can choose to add their fee
based on what they feel is reasonable.

Dalton Nicol Reid charges an all-inclusive fee (including
MER), and brokerage is passed through to the client.
Dalton Nicol Reid has negotiated institutional rates of
0.05% to 0.25% per trade, with the possibility of a lower
fee if trades are crossed internally.

Portfolio management and administration is calculated
as a fixed and sliding component:

o Account keeping fee of $300 pa.

Portfolio FUM Fee of FUM
0-$500,000 1.40%
$500,001-$1,250,000 1.25%
$1,250,001-$2,500,000 1.10%
$2,500,000+ 1.00%

(excluding GST)

Dalton Nicol Reid

Portfolio Management




Information for advisers

Dalton Nicol Reid provides our clients with a comprehensive investment solution,

allowing us to dedicate our time to giving sophisticated advice and strategies to the

high-net wealth market. Peter Holland, Acumen Wealth Management

An Individually Managed Account (IMA) is a professionally
managed portfolio of investments owned directly by the
investor. Unlike managed funds, assets are not grouped
with those of other investors and the IMA combines

the benefits of professional money management, with
the flexibility, control and tax advantages of owning an
individual investment portfolio.

Dalton Nicol Reid is a specialist active portfolio
manager of IMAs, specifically focused on servicing the
adviser market. Established in 2001, their aim was to
create an independent boutique firm offering IMAs to
advisers and discerning clients. They have a robust and
proven investment process supporting their IMA, and
understand that, increasingly, clients expect the adviser
to provide a greater level of sophistication in the products
they offer. Portfolio managers have responded with the
IMA—representing an evolution, not a revolution, in
money management. The offering is designed to enhance
the current limitations of some of the existing financial
products available to the investor.

As the popularity of the IMA gains pace in Australia,
Dalton Nicol Reid has the competitive advantage of
many years of established performance in the IMA
market. Their rigorous management and adviser-focused
service has proven strong returns, and this is reflected in
the rapid growth of funds under management from $20M
in 2001 to over $600M in 2007.

Advisers can offer the Dalton Nicol Reid IMA to their
clients. By transferring the responsibility for non-core
business processes to an outsourcing partner like
Dalton Nicol Reid, advisers can streamline the process
of offering an attractive product to their clients, reduce
costs, differentiate themselves in the market and better
use their time to focus on client interaction. Essentially,
these are all strong components of a business strategy
aimed at improving service and practice profitability.

‘Discerning investors are now demanding more
sophisticated products from their advisers to suit
their investment needs, and from my experience,
the Dalton Nicol Reid IMA is such a product.’

Lee Clarke, Lee Clarke and Co.

Dalton Nicol Reid

Portfolio Management



