Execs return to financial planning coalface

A number of senior executives in the financial services industry are throwing it all in to become financial planners
again. SIMON MUMME discovers why work is not always about the money.

with Ray
Mifes's business history, his latest

For those familiar

play could be seen as a case of
history repeating.

This manth, the former Genesys recruit-
ment head will relinguish his executive role
in favour of leading a practice within the
dealer group. He has boughl a substantial
cquity stake in the Genesys Brown, Bul-
ley, Starcic {BBS] practice and plans to
significantly grow this business, gain scale
and acquire @ network of Genesys practices

across Australia.

Ray Miles...
‘'m not good
atreporting to
anytady else

While encountering few major problems
at his previous, four-day-a-week executive
positien under Challenger financiat planning
chicf executive Greg Kirk, Miles - who grew
the fledgling Associaled Planners (AP} from
G practices in 1989 to 110 in 2004 when
Challenger Wealth Management bought the

groun and merged it with Garrisons to form
Genesys - has been furerd back to more per-
sonally fulfilling work.

“it's about building something significant,
{'ve always been involved with running a
financial pfanning business at the dealer cnd
rather than the financial ptanning end. This
is whal | enjoy,” Miles says.

“The troubic with the current business is
that somcbody else runs it and I'm not good
at reporting to anybhody else”

Even though the career change incurs
4 substantial salary cut, this is a compara-
tively small concern now that he is driving a
business: “I enjoy growing a [business]. It's
a reason to get out of bed”

Miles regards the BBS practice in Neutral
Bay as being "probably the best practice in
the group”. In his previous role, he recruited
some of the eight planners who currently
wark there,

Miles says growing the business involves
impiemm.tilng three strategies: build scale,
broaden the range of advice offerings and
achieve operational exceltence.

“It's a pretty big financial planning prac-
tice but it needs to be a ot bigger, in my
view. With AP and Genesys, we proved scale
really works. You get much bigger profit and
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much better service as a result.

"We went to Challenger chasing scale and
the business grew 50 per cent in two years.”

Miles has simiar expansion plans for the
Genesys practice and is aiming for national
sCope.

Vital to this expansion is the offering of
self managed super fund (SMSF) advice,
direct cquities advice, accounting and gen-
eral broking se that a more holistic, client-
centric service is bullt.

To cater for BBS's typicafly high net
warth clients, "you must be really good at
managing direct equities,” he says.

A certified  financial planner, Miles
warked as a planner before managing AP
He stepped down from managing Geresys
in 2004 since Chailenger intended to list the
dealer group. "I didn't want to spend most
of my time reporting to bureaucrats,” he
says.

"But as luck would have it, it Jooks like
they're not going to list now."

The former head of technical services
at Colonial First State (CFS), Peter Hogan,
is alsp more accustomed to the executive
stream of financial planning. Yor the seven
years to September 2006, he was respon-
sible for training CFS planners. For the five
years preceding that, he trained planners
tied to Macguarie Bank.

"The consultancy side I'm used to, but
the financial planning side is different. 've
always dealt with professiongls; CEQs, Cl0s,
financial planners,” Hogan says,

"It can be difficult to cxplain investment
products to mums and dads who walk in of
the street. So you do your bit to help them
undersiand before they walk out the door.”

Unlike planners at the Genesys BRS prac-
tice, Hogan deals with a broader speetrum
of clients. But, like Miles, he prefers to deal
with higher net worth investors.

“There's a real mix: retirees in the pension
phase; a lot of accumulators; peaple setting
up SMSFs. Our preference is clients with
$200,000 or more to invest.”

He joined his wife Linda at Avenue Capi-
tal Management (ACM) in North Sydney
last yrar. Changing life circumstances and
the opportunity to go into business with
his wife were the major forces behind the
career change.

"I've been in big business for 25 vears. For
the last month at CFS | was on the road for
four days of each week and | have a three
y'ear old son, so there was a lifestyle ele-
ment ta it as well. .My wife had just bought
a business from a retiring financial planner
at ACM in North Sydney."

As for the difference in salary, "it's a
choice that you make when you decide to
go into business for yourself',

Under the ACM business structure, Hogan
and his wife wrile Ltheir own business within

Peter Hogon...
Just left o 25
year career in big
business.

the group, an arrangement which they both
find appealing.

“It was important for me to join a dealer
group that wasn't institutionally owned " he
says. ACM is owned by planners,

“There are long-term benefits in building
a business which can be sold, for a profit,
down the track.”

Hogan has also recently stepped down
from a two-and-a-half vear tenure as
chairman of the self-managed super fund
professionals of Austrafia (SPAA} associa-
tion, becoming deputy chairman and main-
taining a seat on the board. ING superan-
nuation strategy manager, Graeme Coiley,
will become chairman. Aptly schooled on
issues embedded in SMSFs, Hogan is aware
of common mistakes and breaches of law
committed by investors who manage their
DWR super.

"People take money out of funds when
they shouldn't; they make related party
transactions; they use assels as sccurities
for borrowing," he says. .

ACM s in the process of transferring
business from a badged Qasis platform to
a badged Macquarie wrap, with all super
accounts already moved across and non-
super investments and pensions in transit,
Hogan says.

In line with other Genesys practices, BBS
uses the SOLAR range of wraps, which are
hadged versions of the BT platform, as well
as Colonial's FirstChoice,

When asked about planner remuneration,
both Hogan and Miles advecate charging
fees instead of commissions. Yet in some
instances Hogan recommends investment
vehicles with in-buill commission struc-
tures,

He negotiates ongoing fee rates with
clients investing $100,000 or more on the
Macquarie platform. Investments of this size
mean investors will be charged the whole-
sale platform management fee. For clients
with smaller ‘portfolios, Hogan advises they
invest directly in retail managed funds,
avoiding retall platform fees but paying
through the commission structures built
intn retail funds.

At BEBS, planners might soon be abiding
by an aimost mandatory fee-for-service
structure.

“Nearty all the revenue on the investment
side is made through fees. All of our work
going forward will be based on fees," Miles
says. @




