
     
  

 

21 October 2020 
 
Attention: Company Announcements 
ASX Limited  

Business update – quarter ending 30 September 2020 

Below is a summary of InvestSMART Group’s (“InvestSMART”) unaudited consolidated accounts for the 
quarter ended 30 September 2020 with prior period comparisons to assist in understanding our underlying 
performance: 
 

 
Quarterly results are prepared by management and are unaudited 
^ Includes commissions from Home Loans & General Insurance 
 

Commentary on financial performance  
 
Funds Management Fees  
The Intelligent Investor Australian Equity Growth Fund (ASX: IIGF) completed a capital raise on 25 September, 
raising over $33 million. The Fund will mirror the Intelligent Investor Growth portfolio. This is the third exchange 
traded fund listed by InvestSMART on the ASX. Trading in IIGF commenced on 6 October 2020. 
 
The InvestSMART Professionally Managed Account (PMA) platform, launched in November 2018, continues 
to receive consistent net inflows each month. The total number of PMA accounts increased by 15% from 764 
accounts at 30 June 2020 to 879 accounts at 30 September 2020. Total funds under management (FUM) 
across the PMA and Intelligent Investor active portfolios increased from $164 million at 30 June 2020, to $209 
million at 30 September 2020, a 27% increase.  
 
 
 
 
 
 
 
 
 
 
 

FY21 Q1 FY20 Q1

(Qtr end Sep2020) (Qtr end Sep2019)

Funds management fees 225,357 230,296

Subscription income 1,223,269 1,098,176

Commissions income - Insurance 358,089 400,125

Commissions income - Fund Managers^ 354,876 1,066,546

Other Income 27,959 13,869

Total Income 2,189,550 2,809,012

Rebates paid 122,030 435,309

Employee costs 1,192,740 1,329,937

Marketing costs 130,050 82,264

Other expenses 668,777 759,581

Total Operating Expenses 2,113,597 2,607,091

Operating Profit/(Loss) 75,953 201,921

Cash at Bank (end of period) 5,218,113 4,997,672



 
 

 

 

Page 2 

The chart below shows growth in FUM across each product: 
 

 
  
Funds management fees are flat compared to the prior corresponding period due to redemptions in active high 
fee products, particularly the Intelligent Investor Australian Income Fund (ASX: INIF) and an increase in FUM 
for low fee passive products. Redemptions in INIF are due to short term performance below benchmark and 
Covid-19 fears during the market rout in March & April. INIF is a value focussed income product which has 
performed in line with other products within this strategy. Over time it is expected that performance will improve 
as part of the natural market cycle. Fees for IIGF will only accrue when the product commences trading on 6 
October. 
 
Subscriptions   
Subscription income grew by 11% compared to the prior corresponding period. Total subscribers have 
increased by 7% since 30 September 2019. Total subscribers is flat from 30 June 2020 to 30 September 2020. 
The average price per subscription increased over the quarter as new subscribers chose higher value products 
and renewals increased to standard pricing from discounted promotions. Overall retention was 87% for the 
quarter.  
 
Commissions Income – Insurance 
Commissions income from insurance was within management’s expectations for the quarter. Management 
expects current rates of attrition to continue through financial year 2021. A small portion of insurance 
commissions (roughly 12%) are affected by cessation of grandfathered commissions. There have been no 
material qualitative or quantitative indicators to suggest Covid-19 has had an immediate impact on retention 
of insurance clients.  
 
Commissions Income - Fund Managers  
Commissions income is primarily affected by the timing of terminations of funds management trail commissions 
and movements in underlying markets. Government legislation requires the cessation of trailing commissions 
on managed funds by 1 January 2021. Commissions income was within management’s expectations for the 
quarter. Product providers will continue to cease payments on all products over the December 2020 quarter. 
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Operating expenses 
In line with the early termination of commissions, the Group has ceased rebates on commissions received 
from fund managers after 10 April 2020. Commission rebates remain in place for insurance.  
 
Employment costs have reduced due to a reduction in total staff and temporary voluntary pay cuts taken by 
senior managers and Board members in response to Covid-19 (until 30 September 2020).  
 
Marketing expenditure in the September quarter focussed on digital distribution of our products. Advertising 
focussed on the advantages of capped management fees, IIGF and our subscription products. Management 
expect to maintain this level of expenditure on marketing. 
 
Engagement and Conversion 
 

 
 
Website visits have returned to pre Covid-19 levels, albeit with a higher quality of traffic due to the website split 
implemented in September 2019. Conversion of traffic to new free members continues to improve (2% for the 
September quarter). 
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The quarter started slowly for applications to PMA, however we finished with the highest number of applications 
funded for one month in September. 
 

 
 
Conversion of leads to new subscribers was within management’s expectations for the quarter. 
 
We remain focused on building awareness of our services through digital advertising, search engine 
optimisation and media coverage through key spokespeople such as Paul Clitheroe and Alan Kohler.  With 
over 20 years experience in dealing directly with small balance retail clients, we know that awareness builds 
trust and engagement, which leads to conversions.  

 
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. 
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