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Scenario 1

This scenario was modelled on real live data within a HUB24 Invest managed
portfolio. All data, modelling and calculations have been actuarily verified by
Milliman, a leading global actuary management consultancy firm.

This scenario compares and simulates the potential cost of asset
allocation implementation delays of 1,2,4 and 6 weeks.

On March 25, 2020, Client A held a $500,000 investment in a diversified growth
Managed portfolio X. Due to market conditions portfolio manager X implemented a
reallocation of 5.5% ($27,500) from a managed growth futures fund (Fund X) to a
defensive Australian income securities managed fund (Fund Y).

After 6 months (to 30 September 2020), Growth fund X (previously held fund) performed
at -15.46%, while the Defensive Fund Y (the receiving fund) performed at 23.29%.
Performance was then simulated with implementation delays of 1, 2, 4 and 6 weeks.

Delayed
Implementation of
asset allocation
changes

Results were then compared in a table for each scenario including
iImmediate implementation in both dollar and percentage terms.
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Scenario 1 No delay $10,630 NA NA 2.13%

FIGURE 1: ASSET ALLOCATION CHANGE

Impact of asset allocation
change on overall
portfolio performance

Cost of delaying asset Cost of delaying asset

allocation change ($) allocation change (%)

Delayed implementation
of asset allocation changes

1 week $6,170 ($4,460) 1.23%
@ $500,000 investment held on 25 March 2020
@ 5.5% ($27,500) switched from growth to defensive
2 weeks $5,810 ($4,810) (45.50%) 1.16%
@ Measured over 6 months to 30 Sept.2020
@ Implementation delays for 1, 2, 4 & 6 weeks were
modelled 4 weeks $ 5,700 ($4,920) 1.14%
_ _ 6 weeks $ 4,250 ($6,380) (60.10%) 0.85%
Cost of implementation delays between 1- 6 weeks were:
* $4,460 (1 week) to $6,380 (6 weeks)
* 42.3% to 60.1% of the gain was lost Notes

 All returns are calculated to include transaction costs and fees for the reallocated investments assumed to be 11 bps for both investments.
» Tax is not taken into consideration in these examples.
0 0
* 0.9%to 1.28% performance * The magnitud_e a_nd di(ection of the results above are specific to the given set of market movements. Other sets of market circumstances and
ImpaCt on the overall pOfth'lO parameters will yield different results.
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Scenario 2

This scenario was modelled using index data over 5 years 1 January 2016 to 31 December 2020
incorporating the 2020 Covid 19 volatile period. All data, modelling and calculations have been
actuarily verified by Milliman, a leading global actuary management consultancy firm.

Method 1 - Dynamic rebalancing. Tolerance based parameters used as a proxy for active
rebalancing, where rebalances are implemented whenever asset allocation weightings
move more than 2% outside the initial SAA target.

Method 2 - Static rebalancing. ‘Point in time’ rebalances are implemented twice a
year on 28 February and 31 August back to the initial SAA target, to replicate a
typical client review pattern outside of a managed portfolio environment.

$500,000 is invested in a 70/30 growth-based portfolio strategically rebalanced to set index
benchmarks. SAA is 35% Australian Equities (S&P /ASX 100 Index), 35% Global Equities
(MSCI world ex-Australia index), and 30% Australian Cash ( Bloomberg Bank Bill 0+Yr
Maturity Index)

Dynamic
VS static
rebalancing

Results from the two rebalancing methods (dynamic and static)
were then compared over 1, 3 & 5 years.
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} FIGURE 2: 1 year return results of portfolio rebalancing

THE COST Scenario 1: Scenario 2: Advantage
Dynamic rebalances Static rebalances Advantage deglvr?:nf]rigm
O F D E LAY Lol derived from reb);lancin
Return dynamic (As 3 % g
Scenario 2 Profit/ N“mfber Profit/ N“mfber rebalancing of initial
loss b ? loss b ? balance)
Dynamic vs rebalances rebalances
static rebalancing
1.1.20-
@ $500,000 invested on 1 January 2020 Tyear S 550  319% $15,951 6 $12,420 2 $3,531 0.71%

> 70/30 Growth Index based portfolio

> SAA: 35% Aust Equities, 35% Global Equities,
30% Aust Cash

@& Dynamic: 2% tolerance,
Static: Twice p.a. (28 Feb and 31 August)

OUTCOME

. Notes
° $3,531 (0-71%) advantage derived from o All returns are calculated to include transaction costs and fees for rebalancing (11 bps for Australian equities and 22 bps for International
dynamic rebalancing over 1 year equities, 0 bp for cash).

» Tax is not taken into consideration in these examples.

» The magnitude and direction of the results above are specific to the given set of market movements, tolerances selected and static rebalancing
frequency and timing (dates used). Other sets of market circumstances and parameters will yield different results.

* This figure has been prepared for illustrative purposes only and is not intended to reflect any particular person’s circumstances. Past
performance is not indicative of future performance.
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FIGURE 3: 1 year outperformance of dynamic rebalancing

MEASURING over static rebalancing
T H E COST 2020 Account Value: Dynamic vs Static Rebalancing

$540,000
OF DELAY
Scenario 2 o
. $500,000
Dynamic vs 8 .
. . s . °®
static rebalancing T $480,000
o ) [}
]
@ $500,000 invested on 1 January 2020 for E 460,000 ° N //\/J
12 months to 31 December 2020 g o |
"~ $440,000 ! My
@® Blue and yellow dots represents when L I°
each method triggered a rebalance o
$420,000 i
®
$400,000
) Q Q Q Q Q Q Q Q Q Q Q Q
¥ N o o\ N\ e v A\ A o Y 0\ o\
O U TC O M E ,bx\” o;,\0 @\0 ,b& c9\0 ,b& c)Q\° ,b& ,b& ,bg\° ,bx\” ,,JQ\N ,bx\”
* Static rebalanced twice == Dynamic Rebalancing Account Value Static Rebalancing Account Value
Dynamic rebalanced six times (with 4 rebalances triggered ® Point of Dynamic Rebalance ¢ Pointofstatic Rebalance
over 6 weeks in March/April)
Notes
$3’531 (0_71%) Advantage derived from dynamic » This graph demonstrates the performance of both rebalancing approaches and highlights each time a rebalance occurs.

» Tax is not taken into consideration in these examples.

» The magnitude and direction of the results above are specific to the given set of market movements, tolerances selected and static rebalancing
frequency and timing (dates used). Other sets of market circumstances and parameters will yield different results.

* This figure has been prepared for illustrative purposes only and is not intended to reflect any particular person’s circumstances. Past
performance is not indicative of future performance.

rebalancing over 1 year
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FIGURE 4: 1 year outperformance of dynamic rebalancing

MEASURING over static rebalancing
T H E COST 2020 Outperformance of Dynamic Rebalancing over Static Rebalancing

$4,000
Scenario 2 22,000
Dynamic vs $2,000
static rebalancing 3
& $1,000
@ $500,000 invested on 1 January 2020 for £
12 months to 31 December 2020 5 .
@ The blue line represents the performance difference e
between the Dynamic and static rebalancing approaches. $(1,000)
The 1t rebalance was triggered on
‘ Static rebalancing method (28 February 2020) $(2,000)
$(3,000)
SRR CARPS CANNI GO AR OO COA GO S S S S O
O U T C O M E %“’\0 %"’\Q\, 'f’\gm 0?’\& %Q\Qv %“’\69 09\0 %“’\Q %'\’\Q% %Q\QO) 05"\\9 %0\\/\, %"’\Q
+ $3,531 (0.71%) Advantage derived
from dynamic rebalancing over 1 year
Notes

Tax is not taken into consideration in these examples.
This figure has been prepared for illustrative purposes only and is not intended to reflect any particular person’s circumstances. Past
performance is not indicative of future performance.

0
H lj B ADVISER USE ONLY. NOT FOR DISTRIBUTION TO RETAIL CLIENTS. §



MEASURING
THE COST
OF DELAY

Scenario 2

Dynamic vs
static rebalancing

@ $$500,000 invested on 1 January 2020

> 70/30 Growth Index based portfolio

> SAA: 35% Aust Equities, 35% Global Equities,
30% Aust Cash

@& Dynamic: 2% tolerance,
Static: Twice p.a. (28 Feb and 31 August)

OUTCOME

* $6,144 (1.23%) advantage derived from
dynamic rebalancing over 3 years

* $8,335 (1.67%) advantage derived from
dynamic rebalancing over 5 years

HUB

FIGURE 5: 1, 3 & 5 year return results of portfolio rebalancing

Scenario 1: Scenario 2: Advantage
Dynamic rebalances Static rebalances Advantage derived from
; dynamic
Total derived from .
; rebalancing
Return dynamic 0
rebalancing (As a %
Profit/ Number of initial
loes of balance)
rebalances
1year 12034995 $15951 6 $12,420 2 $3,531 0.71%
31.12.20 : ! ’ ! ’
1.1.18-
3 years 22.80% $114,001 11 $107,857 6 $6,144 1.23%
31.12.20
1.1.16 - .
5 years 31.12.20 44.35% $221,771 15 $213,435 10 $8,335 1.67%

Notes

« All returns are calculated to include transaction costs and fees for rebalancing (11 bps for Australian equities and 22 bps for International
equities, 0 bp for cash).

» Tax is not taken into consideration in these examples.
» The magnitude and direction of the results above are specific to the given set of market movements, tolerances selected and static rebalancing

frequency and timing (dates used). Other sets of market circumstances and parameters will yield different results.

* This figure has been prepared for illustrative purposes only and is not intended to reflect any particular person’s circumstances. Past

performance is not indicative of future performance.
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IN SUMMARY

We’ve highlighted two ways managed portfolios can enhance client portfolio value

HUB

‘ Asset Allocation Changes

With the ability to implement asset allocation changes
without delay, managed portfolios can offer a range of
benefits:

Efficient implementation of investment decisions.

Maximise the benefits from the latest investment manager
expertise.

Potential to reduce paperwork & cost to client by reducing the
need for ad-hoc reviews, ROAs and client consent.

‘ Portfolio Rebalances

Ensuring the portfolio is maintained inline

with target weightings is a key component of portfolio
management. By removing the delay

in implementing these rebalances:

« Portfolios can be updated as and when needed to take
advantage of market volatility

Portfolios remain consistent across your client base, with
no client left behind in out of date models.
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This presentation has been issued by HUB24 Custodial Services Ltd ABN 94 073 633 664, AFSL 239 122 (HUB24) and is current as at July 2021. It is only for use by Australian Financial Services License (AFSL) holders
and their authorised financial advisers. It is not for use by retail clients.

The information in this presentation is intended to be general information only and not financial product advice. It does not take into account any person’s objectives, financial situation or needs. It is not legal advice.
Accordingly, before acting on any of this information, the reader should consider the appropriateness of the information having regard to their clients’ objectives, financial situation and needs. There are risks as well as
benefits associated with all investments, including managed portfolios. Disclosure documents (including the IDPS Guide, Product Disclosure Statement, as applicable, and Managed Portfolio disclosure documents) for
HUB24 Super and HUB24 Invest are available at hub24.com.au. It is important to consider these documents, including the information about risks contained in them, before making any recommendation in relation to
HUB24 Invest, HUB24 Super (collectively referred to as ‘the products’) and any managed portfolio or other investment available through either of these products.

Past performance is not indicative of future performance. Examples and scenarios in this presentation are purely for illustrative purposes, they are not exhaustive, and a person’s actual experience may differ from that
shown in the example or scenario as individual circumstances differ. Additionally, any opinions about future events or forecasts may not eventuate as they are subject to contingencies that cannot be currently known and to
matters outside HUB24’s control.

HUB24 is the operator of HUB24 Invest (an investor directed portfolio service), promoter and service provider of HUB24 Super which is a regulated superannuation fund. The trustee and issuer of interests in HUB24 Super
is HTFS Nominees Pty Limited ABN 78 000 880 553, AFSL 232 500, RSE Licence No. L0003216. This document must not be copied or reproduced without the prior written consent of HUB24 or used for purposes other
than its intended purpose.

© HUB24
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EXECUTIVE SUMMARY

Managed portfolios are at the forefront of delivering client value, enabling advisers to tailor portfolios to client and market circumstances to create better client outcomes. Although no two platforms are the same, the
innovative functionality available from managed portfolio solutions empower financial advisers with greater flexibility and capabilities to adapt portfolios and add value for their clients. Platform Alpha refers to the value that
can be unlocked for clients by the enhanced technology available on HUB24. The platform alpha or value these enhanced capabilities could deliver were quantified last year in HUB24’s Platform Alpha whitepaper.1 This
paper builds on this notion to illustrate how platform capabilities can be used to unlock implementation efficiencies, which can have a significant impact on a client’s portfolio value over time.

RELIANCE AND LIMITATION

This report is not a recommendation for the use of one particular platform over other platforms. Milliman worked with HUB24 in connection with the preparation of this paper and in relation to the verification of HUB24’s
analysis. The strategies reflected in the scenarios and examples may not be suitable for all platform clients, portfolio managers or advisers. Readers of this report should consider clients’ unique circumstances before
deciding to use an equivalent strategy.

Examples and scenarios in this report are provided purely for illustrative purposes. They are not exhaustive, and a person’s actual experience may differ from that shown in the example or scenario, as individual
circumstances differ. Past performance is not an indicator of future performance. These results are dependent on underlying assumptions, in particular, portfolio composition, transaction timing and tax rates. Different
assumptions would result in different results. As with all investments, there are risks as well as benefits associated with managed portfolios. You should carefully examine the investment strategy, asset allocation and
relevant disclosure documents before making an investment decision or implementing any of the strategies outlined in this report.

Milliman is a firm of consultants which employs mainly actuaries and experts in capital markets, information technology and risk management. We do not employ accountants or solicitors for consulting purposes. Formal
professional opinions of an accounting or legal nature (e.g. regulatory or tax matters) are outside the scope of our work, although analysis of the financial implications of these items is something we do.
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