
  

 

25 February 2020 
 
Attention: Company Announcements 
ASX Limited  

Reviewed Financial results for H1 FY2020 (extract) 

Below is a summary of our reviewed consolidated accounts for the half-year ended 31 December 2019, 
with prior period comparisons to assist in understanding our underlying performance: 
 

 
 

Commentary on financial performance for HY2020 
 
Commissions Income - Fund Managers  
Commissions income was ahead of management’s expectations for the quarter, although we anticipate 
that termination of trail commissions on managed funds products will accelerate during calendar year 
2020. This is in response to government legislation requiring the cessation of trailing commissions on 
managed funds by 1 January 2021. We received notice prior to half-year end of the cessation of some 
trailing commissions earlier than anticipated, resulting in the impairment of intangibles associated with 
those fund distribution contracts. 

FY20 Q2 FY20 HY FY19 Q2 FY19 HY

(Qtr end Dec 2019) (to Dec 2019) (Qtr end Dec 2018) (to Dec 2018)

Commissions income - Fund Managers¹ 1,037,251 2,103,797 1,135,966 2,428,668

Commissions income - Insurance 440,540 840,665 480,148 941,727

Funds management fees 234,614 464,910 188,578 380,679

Subscription income 1,056,689 2,154,865 1,018,959 2,114,764

Other Income² 9,088 22,957 (42,498) (20,710)

Total Income 2,778,182 5,587,194 2,781,153 5,845,129

Rebates paid 408,424 843,733 445,160 936,436

Employee costs 1,316,335 2,646,272 1,443,781 2,908,104

Marketing costs 83,567 165,831 461,250 1,151,368

Other expenses 729,089 1,488,670 657,112 1,343,868

Total Operating Expenses 2,537,416 5,144,507 3,007,302 6,339,776

Operating Profit 240,767 442,688 (226,149) (494,647)

Unrealised gain/(loss) on ventures investments (27,375) 10,950

Employee benefit expense (38,434) (64,178)

Amortisation and payment of contingent payments (86,686) -

Amortisation of intangibles (1,014,883) (725,081)

Impairment of intangibles (283,464) -

Tax benefit 356,343 298,783

Reported NPAT (651,811) (974,173)

Cash at Bank (end of period) 4,912,003 4,912,003 3,536,794 3,536,794

2. Other Income includes interest earned on cash-at-bank and gains on investments (excluding unrealised gains on ventures investments)

1. Includes commissions from Home Loans & General Insurance
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Commissions Income – Insurance 
Commissions income from insurance was within management’s expectations for the half-year. We expect 
these rates of attrition to continue through the calendar year. The Financial Services Royal Commission 
recommended ASIC review the cap on insurance commissions in 2021.  
 
Funds Management Fees  
Total funds under management (FUM) grew from $137m at 31 June 2019 to $163m at 31 December 
2019. Inflows into Professionally Managed Accounts (PMAs) and the launch of the Intelligent Investor 
Ethical Share Fund in June 2019 contributed to the increase in fees. As at 20 February 2020, FUM had 
increased to $182m. 
 
The chart below shows growth in FUM to December 2019: 
 

 
  
Subscriptions   
Subscription income increased by low single digits, in line with management expectations. Eureka Report 
retention rates continued to increase during the half-year, to 88%. Intelligent Investor retention rates 
remain high at 92%. 
 
Operating expenses 
Commission rebates paid have fallen in line with the decrease in commissions received. Technological 
development has enabled us to streamline the business and reduce operating expenses, a trend we 
expect to continue in 2020. Marketing expenses in FY20 are expected to be lower than FY18/19 due to 
one-off costs associated with the successful rebranding of InvestSMART commencing in late FY18. 
 
Successful migration to one technology stack 
As part of our rebrand, InvestSMART, Eureka Report and Intelligent Investor have been migrated to the 
same technology stack. Each website now stands on its own but shares common infrastructure, improving 
development speed and ease of maintenance. The clear distinction between brands, products and 
services has improved conversion rates across all revenue drivers.  
 

 $-

 $20

 $40

 $60

 $80

 $100

 $120

 $140

 $160

 $180

FU
M

 $
m

InvestSMART FUM Growth

Total FUM ($m)



 
 

 

 Page 3 

 
 

 
 
From July 2019 to December 2019, total PMA applications started increased by 81% over the prior 
comparative period. Applications funded increased by 155%, reflecting an increase in the conversion rate 
of applications started to account funded. Conversion of trials to subs improved with the return of Alan 
Kohler and the separation of our subscription brands. Currently, subscriptions conversions average 
around 12%, a figure we expect to improve on over time. 
 
As expected, seasonality and the final migration of our websites to one technology stack has led to a 
lower total reported traffic number in Q2FY20. Prior to August 2019, some website traffic visited one or 
more of our sites, leading to unavoidable double counting. With all websites now on one technology stack, 
traffic visibility has improved, and double counting has been reduced. The separation also allows more 
effective, brand-based communication with our members.  
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An ongoing focus on SEO, SEM and retargeting through social channels has increased overall traffic 
since December 2019. We expect this metric to continue to improve, along with better conversion rates 
due to brand-based omnichannel marketing not previously possible. 
 
We also took the opportunity to purge our member databases during the migration to a single technology 
stack, merging double-ups in member accounts across brands. To provide only relevant communication 
to our members, further deduping and database cleansing will continue in FY2020.  
 
InvestSMART continues to provide digital advice to over 660,000 members. Our Portfolio Manager forms 
the basis for filtering content, improving portfolio construction and drives future enhancements to our 
digital advice process. 
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Total Active 

Free 

Database

Total 

Member 

Portfolios

Value of 

Shares ($bn)

Value of 

Funds ($bn)

Value of 

Property 

($bn)

Value of 

Cash ($bn)

Dec-16           573,898             80,171 $7.87 $1.82 $6.42 $1.57

Dec-17           600,089             94,130 $9.05 $2.05 $7.85 $1.95

Dec-18           675,616           114,717 $11.60 $2.53 $10.30 $2.57

Dec-19           661,594           120,860 $15.23 $3.16 $9.26 $2.96
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Ongoing focus and revenue growth 
Over the past five years InvestSMART Group has been transformed from a manager of several separately 
run businesses to a unified, digital direct wealth platform. We now offer Australian investors a range of 
products and services across three brands and one technology stack, including: 
 

- InvestSMART robo advice and Professionally Managed Accounts (PMAs); 
- Eureka Report subscription led by Alan Kohler; 
- Intelligent Investor subscription and active funds; 

 
Together, each year these brands receive over 7 million visits to their websites. Whilst the Banking Royal 
Commission will impact our historical commission revenue to 1 January 2021, it has also changed popular 
opinion. InvestSMART’s digital, low-cost passive funds and independent research & advice are now more 
appealing to retail investors than ever. 
 
InvestSMART’s PMAs, launched in November 2018, continue to receive consistent inflows as media 
interest and regulatory focus persuades investors of the virtues of low fee, passive portfolios.  
 
Our capped fee portfolios product means investors will never pay InvestSMART more than $451 a year 
for balances above $82,000. Inflows into these portfolios have increased by 38% over the last quarter to 
$72m and will continue to drive future growth in Group revenues.  
 
 
 

 
 
 
 
 
InvestSMART remains profitable, with no debt and, with surplus cash on our balance sheet to fund growth 
initiatives and execute on our strategic plan, in the coming years we expect to be the #1 Australian digital 
direct wealth platform.  
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This document has been authorised for release by order of the Board. 
 
For further information or comment, please contact Paul Clitheroe, Chairman, or Ron Hodge, Managing 
Director and CEO, at InvestSMART Group on 02 8305 6000. 


