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Ellwood Barry McPherson works hard to differentidagelf from the rest of the pack, Leng Yeow writes

Active approach to a passive strategy

inancial planner Paul Eliwood is cynical says. “We believe if the asset allocation is solicitor. McPherson has since left the busi-
about active fund managers. He runs aright and low-cost options are used then the ness, but in the early days the trio specialised in

financial planning practice in Brisbane returnsrafte cost of management, advice advising accosrtarhow to handle clients
along with three adviser partners and the firm teenasactions are significantly enhanced. with self-managed super funds. In the late
has incorporated a healthy cynicism of active Wetdese diversified funds because we 1980s angl #8€0s, the rules surrounding
fund managers into its investment approach. prefer to take control of the asset allocation EMBere becoming increasingly technical

The firm uses passive enhanced index fundf our client’s portfolio.” and specialised, Ellad says.

for its exposure to large and small-cap stocks Ellwood Barry McPherson was established In 20@8 partners separated the SMSF
and value funds. To reduce risk and volatility,in 1988. Its founders, Paul Ellwood, Mark administration business from the financial
the portfolio invests in sub-asset classes such Barry and Allan McPherson, are all chartered ptamarm and transferred the SMSF busi-
as private equity, and direct and listed property, accountants, and Ellwood is also a qualified M| larger joint venture in order to focus

both domestic and global.

This strategy is not very common among
financial planners, although a number of
large and institutional super funds have been
investing along such lines for some time.
The approach has been highly successful
for Ellwood’s clients , and super funds
such as the $2 billion industry fund,
Westscheme. The fund uses an enhanced index
approach to manage the equities and fixed
interest component of its core market portfolio.
Under this approach it holds most of the shares,
bonds and bank bills included in the relevant
indices, while small holdings of listed emerging
markets shares and global small companies are
actively managed by selected managers.

Similarly, the $4 billion Motor Trades
Association of Australia Super Fund - named
the SuperRatings’ Super Fund of the Year for
2006 - invests the core of its portfolio in
indexed equities and the remainder in asset
classes such as infrastructure, hedge funds
and private equity. Both funds have signifi-
cantly outperformed their peers over the past
three years.

Ellwood's firm, Ellwood Barry McPherson,
believes its strategy differentiates it from other
financial planning businesses and delivers
more consistent returns after fees and tax.
“It's not about picking the top fund manager
at any one time, but rather getting the asset
allocation right and sticking to it,” Ellwood
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on building the financial planning business.  businesses and creating two companies hasmulti-manager partner as it plans to develop
“What pushed us into business in theallowed us to continue owning part of theand badge a range of domestic and interna-
first instance were the opportunities in self- SMSF business rather than all of it, whiletional equity trusts for distribution via their
managed super because at that time, account-focusing wholly on financial planning.” platforms. “As a small, independently owned
ants were struggling with that aspect of their Ellwood Barry McPherson uses thefirm, we understand and recognise the benefit
practice,” Ellwood says. “Our business origi- Macquarie Wrap as its preferred platform,of meeting with other similar and like-minded
nally was the administration of self-managed despite recently joining a conglomerate ofpractices in order to work together to share the
super and technical support for accountantsmall, independently owned licence holderscost of running a dealer,” Ellwood says.
dealing with superannuation. As our busi-who collectively badge the BT Wrap. Earlier “So we got together with other firms in the
ness evolved, we picked up more and more this year, Ellwood Barry McPherson and fellow Brisbane CBD, who are within a couple of
financial planning clients. Separating the two  Brisbane-based small licensees Douglas Wencklocks of us, and formed Planners’ Alliance. It's
been very successful in helping us to continue
‘They were keen to expand the operating as separate businesses with separate
group into Queensland, and it jicences butwith cost efficiencies.
felt natural for us to be national.’ “Gannon Growden Schonell had a link to
Douglas Wenck and they were interested in
and Kilkenny Rose & Associates, teamed upwhat we were doing, so we met. They were
with the national buying and support group keen to expand the group into Queensland,
made up of Perth’s Gannon Growden Schonell,and it felt natural for us to be national rather
Tasmania’s Shadforths, Melbourne’s Heraud than just local.”
Harrison and Money Managers and Sydney's  Ellwood Barry McPherson went through a
Guest McLeod and Tynan Mackenzie, to gain detailed examination of the platforms in the
economies of scale, share ideas and identifynarket before deciding to run with Macquarie.
other potential opportunities. After collaborating with Douglas Wenck and
Ellwood Barry McPherson, Douglas Wenck Kilkenny Rose & Associates, they discov-
and Kilkenny Rose & Associates had alreadyered they had all come to the same conclu-
been meeting and discussing ideas for years, sion. Recognising the advantage of banding
and came together to form a separate companyogether, they all went back to Macquarie and
called Planners’ Alliance. It does not hold a negotiated an even more competitive deal.
licence but operates as a separate business that In total, Ellwood Barry McPherson has
supplies support services to the three groups $400 million under management and about
including research, training and compliance. 400 clients. It employs 12 staff including four
The threesome has accumulated more full-time advisers and two paraplanners. This
than $300 million in assets under adminis- month the group will introduce a fifth equity
tration in the Macquarie Wrap and there are owner in practice manager Jane Killen.
no plans to change to the BT Wrap despite  Ellwood and Barry, both now in their 50s,
its relationship with the national associa- believe it is important to bring in younger
tion. Its union with the group started because advisers and staff and give them the opportu-
Gannon Growden Schonell's co-principal, Sam nity to have equity in the business. Financial
Gannon, through an association with Douglas planners David Swanwick and Ashley Davis,
Wenck, approached the threesome to get ohoth in their 30s, are the business’s other co-
board, make their group national and gainowners. “Whenever we get a referral, Mark or
the added firepower of additional culturally I will go to the first meeting with one of the
aligned practices. younger advisers with the intention that they
The conglomerate is tendering for a win the client,” Ellwood says. Asset
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