
BEST INTEREST DUTY 
Greg Newman – Head of Retail Distribution, HUB24 

Nathan Jacobsen – Managing Director, Paragem



OUR RECENT BID SURVEY WITH COREDATA

This Research Paper is based on responses to 56 questions 

which were sent to a broad selection of advisers across 

Australia with responses received from over 300 advisers. 

The questions were prepared by CoreData with input from 

HUB24, the AFA and preliminary interviews with 5 industry 

participants

The paper examines how technology, including the use of 

platforms, has been used to support compliance with, and to 

meet the aims and objectives of, the Best Interests Duty. 

Additionally, the paper investigates the impact of the Best 

Interests Duty on aspects of providing advice on risk 

insurance – notably, on how frequently insurance needs are 

reassessed. 

Royal Commission recommendation: Safe Harbour 

provisions remain in place for the time being, with this 

to be reviewed by the Government (in consultation 

with ASIC) by 31 December 2022 

Royal Commission recommendation: Mortgage 

Brokers will fall under BID when acting in connection 

with home lending 

Royal Commission recommendation: Ongoing fee 

arrangements must be reviewed annually by the 

client

Notes on the Royal Commission:

We acknowledge the FASEA Code of Ethics 2019 

coming into effect 1 January 2020



KEY FINDINGS

Advisers have welcomed Best Interests Duty:

When it comes to the use of platforms, the 

primary consideration in Best Interests 

Duty compliance is the features offered by 

the platform, followed by price. 

Advisers agree that BID 

was necessary to raise 

industry standards

4/5 
Advisers agree or strongly 

agree that BID has led to 

better outcomes for clients

66.3% 
By far the most important issue in Best Interests 

Duty compliance when considering an investment 

product is whether or not the product matches the 

client’s risk tolerance.

Just over a third of non-aligned advisers have 

implemented specific technology solutions/tools,

including permitting detailed tax modelling and 

portfolio modelling, to help comply with the Best

Interests Duty.

70.7% of advisers surveyed responded that they 

believe the Best Interests Duty has had no impact on 

the quality of advice they provide to their clients

Source: 2019 Whitepaper titled “The Adviser’s Best Interest Duty: Creating better advice”, by HUB24 and CoreData 



PLATFORM OFFERINGS

Thinking about your compliance with the Best Interests Duty, which of the following are most important in considering a 
platform solution?

24.6%

23.9%

22.1%

12.5%

8.7%

5.5%

2.8%

19.7%

17.3%

19.0%
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12.8%

11.4%

2.4%

14.5%

15.6%
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The platform features offered

The price of the platform

Broad menu of investment & insurance options

Efficiency benefits it provides

Level of service

Transaction fees

Tax optimisation tools

Rank 1 Rank 2 Rank 3 Sum

13.1%

29.1%

38.4%

47.1%

56.7%

56.7%

58.8%

Source: 2019 Whitepaper titled “The Adviser’s Best Interest Duty: Creating better advice”, by HUB24 and CoreData 



MAXIMISING THE BENEFITS OF 
MANAGED PORTFOLIOS

Netting of assets when trading1

4 Managed portfolios allow advisers to determine which assets are sold or retained to control CGT 

3 Managed portfolios allow tax parcel optimisation at an account level

2 Modelling CGT impact to help manager selection

Source: 2019 Whitepaper titled “The Adviser’s Best Interest Duty: Creating better advice”, by HUB24 and CoreData 

Not all managed portfolios are equal 



OBSERVATIONS FROM HUB24

There is clearly demand from advisers for platform technology that supports them with achieving better 

client outcomes such as assisting with active tax management of a client’s investment portfolio

The functionality, features and flexibility of managed portfolio solutions provided on contemporary platforms 

are providing new opportunities for advisers to enhance their clients’ outcomes

Providing quality advice for clients relies on understanding their specific circumstances, but advisers also 

need a clear understanding how new products and features offered by contemporary platforms can enhance 

client outcomes

Source: 2019 Whitepaper titled “The Adviser’s Best Interest Duty: Creating better advice”, by HUB24 and CoreData 



A Licensee 
case-study
Nathan Jacobsen
Managing Director, Paragem



Introducing Paragem

Paragem Boutique licensee owned by HUB24 Ltd since 2014

All revenue derived from licence fees to practiceSustainable 
fee for service

Paragem rate card benefits client, no licensee/adviser marginHUB24 competes 
on its merits

Lonsec ‘Recommended’ or above, majority of client FUA on other platformsGenuine open 
architecture

Paragem advocates adoption of third-party managed portfolios, does 

not operate them
Managed Portfolios



Paragem supports managed portfolio adoption, 
but provides choice

What is my value 
proposition beyond 

designing portfolios?

How do I create capacity 
for growth with the 
compliance burden?

40% of Paragem client FUA in managed portfolios

How do I service the new 
generation of clients?

What is the right pricing?

Where do I want to take my business?

Practices have flexibility to remain with models, use other platforms or adopt managed portfolios

Most practices reach a point of scale where lack of investment management efficiency forces a decision point



Why practices choose managed portfolios

Access professional investment managers for clients at a lower cost

Free up time to focus more on client goals and strategic advice

Deliver a better client experience 

Deliver efficiencies that offset rising compliance costs



A case study

Status quo

Three advisers

State capital, CBD location

Authorised by Paragem

Always looking to be cutting edge in investment solutions

Originally used a core (managed funds) / satellite 
(direct shares) approach

Post GFC moving to more of a risk-on / risk-off mentality

Managed investments on traditional wrap platform

The problem

Portfolios began to diverge away from model

Revenue plateaued due to capacity constraints

Required more formality and better responsiveness 



Embracing the concept of managed portfolios

Flexible 

investment 

models

Tax 

optimisation

Transaction 

netting

Consolidated 

reporting



Benefits were compelling

Significant reduction in cost to client 
e.g. a $1m balanced portfolio in a pension account went from a total cost of around 1.26% to 0.87%, a reduction 

of close to 40 basis points, with no payments or fee splits to the practice or their licensee

44% reduction in adviser-to-admin staff ratio

Increased revenue - $800k to $1.2m in one year

Original source: HUB24 Whitepaper pg. 9 “Managed Portfolios: A sound investment in your clients and your business”

More engaging conversations with clients and more time to develop quality advice

Increase in client referrals

Data relates to 2016, and was taken at a point in time. HUB24 contacted the referenced licensee in August 2019, and confirmed that the feedback is still applicable today.  



DISCLAIMER
ABOUT HUB24

The Australian Securities Exchange-listed HUB24 Limited ABN 87 124 891 685 (ASX: HUB) (HUB24) connects advisers and their clients through innovative solutions that

create opportunities. The business is focussed on the delivery of the HUB24 platform and the growth of its wholly owned subsidiaries: HUB24 Custodial Services Ltd

ABN 94 073 633 664, AFSL 239 122 (HUB24CS), the platform operator, Paragem Pty Ltd ABN 16 108 571 875, AFSL & ACL No. 297276 (Paragem), a financial advice

licensee, Agility Applications Pty Ltd ABN 76 124 078 315 (Agility) and ConnectHUB Pty Ltd ABN 80 140 899 252 (ConnectHUB) which provide data, reporting and software

services to the Australian stockbroking and wealth management industry. HUB24’s award-winning investment and superannuation platform provides broad product choice

and an innovative experience for advisers and investors. Its flexible technology allows advisers and licensees to customise their platform solution to fit their individual

business so they can move faster and smarter. It serves a growing number of respected and high-profile financial services companies. Paragem provides a comprehensive

licensing solution for professional financial advisers seeking to provide high quality financial advice focused on the client. For further information, please visit:

www.HUB24.com.au and Paragem.com.au

DISCLAIMER

This document has been prepared by HUB24CS and Paragem and is current as at 16 August 2019. The information in this document is intended to be general information

only and not financial product advice. It may be subject to change. The “Best Interest Duty” presentation reflects the results of the survey dated 2 August 2018 (Survey)

undertaken by CoreData Pty Ltd with input from HUB24. HUB24 has not verified the results of this Survey and provides no warranty in relation to the Survey and disclaims

and excludes (to the extent permitted by law) all liability in relation to the Survey. “A Licensee case-study” (Case Study) has been prepared by Paragem, which is a related

body corporate of HUB24, HUB24 CS, Agility and ConnectHUB. The Case Study is provided for illustrative purposes only and the experience of other advice licensees and

advisers may be different to that of Paragem. Accordingly, other advice licensees and advisers should undertake their own, independent investigations and assessment in

the context of matters such as their own business, operations, financial conditions and client base. No representation or warranty is made by HUB24 or any related body

corporate that similar or equivalent results can be achieved by other advice licensees or advisers. Any forward looking statements in this document are also not guarantees of

future performance and involve known and unknown risks, uncertainties and other factors – many of which are beyond the control of HUB24 and/or its related bodies

corporate. These may cause actual results to differ materially from those expressed or implied in such statements. This document has been prepared without taking account

of or considering any person’s objectives, financial situation or needs. Accordingly, before acting on any of this information, the recipient should consider the appropriateness

of the information having regard to their or their clients’ objectives, financial situation and needs before making any investment decision. Past performance is not indicative of

future performance and experiences may differ between financial service providers and clients. Disclosure documents (including the IDPS Guide and Product Disclosure

Statement, as applicable) for HUB24 Invest and HUB24 Super are available at: www.hub24.com.au It is important to consider these documents before making any decision

to acquire or hold HUB24 Invest, HUB24 Super or any managed portfolio available through either of these products. HUB24 is the operator of HUB24 Invest. The trustee of

and issuer of interests in HUB24 Super is Diversa Trustees Limited ABN 49 006 421 638, AFSL 235 153, RSE Licence No. L0000635. This document must not be copied or

reproduced without the prior written consent of HUB24CS and Paragem. © HUB24


