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Being the most stupid person in the room isn’t unusual, it happens often enough to be something that is now unremarkable. But even by

historical standards, the issue was taken to new heights (or perhaps depths?) at the Investment Management Research (IMR) Program

Conference in Sydney on September 28 and 29.

It seemed like such a good idea: hear some leading academics speaking about the latest research in the �eld, and listen to them assess

the contribution of academic research to the �nance industry.

The IMR Program, staged in conjunction with University of Technology Sydney (UTS) and Graham Rich’s PortfolioConstruction Forum,

isn’t for the faint-hearted; it’s for the hardcore investment pros and pointy-heads. It underlines – as if we need to be reminded – that the

theory informing the practical task of managing other people’s money is complicated. It’s a rich �eld of research, one in which new and

exciting things are being discovered regularly.

Michael Brennan looks like a harmless enough bloke, but when the professor emeritus at UCLA Anderson School of Business is in full

�ight, he’s fairly terrifying. He does things like challenge the whole notion of the capital asset pricing model (CAPM). That’s the �nancial

model that describes the relationship between the risk of an asset, such as a share, and the expected return from it.
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Mostly CAPM works pretty well, but Brennan has been thinking about alternative pricing models for markets where it doesn’t work as

well. Here are a couple of his PowerPoint slides:

These were slides nine and 10 of 42; it was about 10 minutes into his presentation and it had already veered into the incomprehensible.

And that’s exactly as it should be. Feeling like the most stupid person in the room is often a good sign that the people you’re listening to

are at the top of their game. After all, if pricing assets and combining them ef�ciently in portfolios were easy, then we’d all be doing it.

And this is something that’s starting to become of greater concern as managed accounts in their various forms and shapes begin to

gain real momentum – we are all doing it. Or at least many more are than before.
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The Institute of Managed Account Professionals’ (IMAP) latest census of the industry puts the value of assets held in managed accounts

at a shade under $50 billion. That’s a lot of money being managed in portfolios constructed by �nancial planners. And those portfolios

might be, well, let’s just say “not built as robustly as they could be”. There’s considerably more to building a portfolio than meets the eye,

as a vast body of academic research makes abundantly clear. But that’s all just fancy book learnin’, isn’t it? What’s wrong with picking a

few banks, some resources, a couple of retailers? Or knocking together a few ETFs or a collection of top-rated managed funds?

Portfolios advisers produce can, undoubtedly, be well constructed, with smart security selection decisions based on a thorough and

well-reasoned process with input provided by quali�ed investment experts and built with transparency of process and the full

accountability of all involved. Some advisers will conduct a full look-through analysis and understand the risks and expected

characteristics of the securities they’ve so assembled. Their portfolios aren’t the ones we need to worry about so much.

Of greater concern are the portfolios built in the small, serviced of�ces across the country by the one- and two-person advice practices

with little expert investment input or, potentially worse, with ad-hoc input from whichever fund manager’s business development

manager or practice development manager happens to be visiting on the day.

Brennan and his colleagues at the IMR Program Conference didn’t put it in so many words, but their presentations eloquently illustrated

why investing is a discipline that requires much expertise and understanding, and a �rm grasp of the theory before the practice can be

mastered. That’s not to say it can’t be mastered, only that mastering it is a full-time occupation – and that’s �ne, if it’s your full-time

occupation.

But �nancial planners aren’t full-time investment professionals, so while the growth of managed account services is impressive and

understandable, in a business context, if it means the job of investing is being taken out of the hands of the experts, it could be only a

matter of time before it ends in a large shower of sparks and recriminations.

CAPITAL ASSET PRICING MODEL, CAPM, GRAHAM RICH, INVESTMENT MANAGEMENT RESEARCH PROGRAM CONFERENCE, MANAGED ACCOUNTS, MICHAEL BRENNAN,

PORTFOLIO CONSTRUCTION, PORTFOLIO CONSTRUCTION FORUM, PORTFOLIOCONSTRUCTION FORUM, UCLA, UNIVERSITY OF TECHNOLOGY SYDNEY

Simon Hoyle is head of market insight for CoreData Research.

Simon's Pro�le

MOST RECENT

ASIC �ne with extra advice fee compliance doc

More women on boards, but economic equality ‘a generation away’

‘I don’t mention I’m from AMP’

Local super industry leading the world on mental health during Covid-19

Privacy  - TermsHave your say

ON PRACTICE ADVICE INDUSTRY INVESTMENT PROFILES REGULATION OPINION ROUNDTABLES EDUCATION

https://www.professionalplanner.com.au/tag/capital-asset-pricing-model/
https://www.professionalplanner.com.au/tag/capm/
https://www.professionalplanner.com.au/tag/graham-rich/
https://www.professionalplanner.com.au/tag/investment-management-research-program-conference/
https://www.professionalplanner.com.au/tag/managed-accounts/
https://www.professionalplanner.com.au/tag/michael-brennan/
https://www.professionalplanner.com.au/tag/portfolio-construction/
https://www.professionalplanner.com.au/tag/portfolio-construction-forum/
https://www.professionalplanner.com.au/tag/portfolioconstruction-forum/
https://www.professionalplanner.com.au/tag/ucla/
https://www.professionalplanner.com.au/tag/university-of-technology-sydney/
https://www.professionalplanner.com.au/author/simon-hoyle/
https://www.professionalplanner.com.au/author/simon-hoyle/
https://www.professionalplanner.com.au/2020/08/asic-oks-super-fund-attestation-letters-to-licensees/
https://www.professionalplanner.com.au/2020/08/more-women-on-boards-but-economic-equality-a-generation-away/
https://www.professionalplanner.com.au/2020/08/i-dont-mention-im-from-amp/
https://www.professionalplanner.com.au/2020/08/local-super-industry-leading-the-world-on-mental-health-during-covid-19/
https://www.google.com/intl/en/policies/privacy/
https://www.google.com/intl/en/policies/terms/
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjstW-flxq0x7qZYLb5JoIpx-IiLAbWdTWIwKCBWk0jA18G69LOvoAGhA88KgsOf4XE4MDzAziUjiQrBJQIedfviZ8qhzu1DGt2THVKNELpLXzltuc6n__u-rN7Wc1ZnRKCDYZ068cVl8jkJkwcWr6PC-BT6vKFnI1BeSgDH0sppMpTaXTCmxQ9rqEMDyyYg3SKcpTyUTwIz_dt70w21oWPm0ydaKpH9ElMw3Pg1Q6ClV-ge6fWn8tR5qC_76aRmUIG5tp1nBpSzU&sai=AMfl-YSptMiPIU-exUPg6_Hd-aCdn8TOkAVfnzuIJanbm6otrdHqWB0SY3lW3cOduErN6EaLpSp1gzUEPKjCJuPYXA7L7mSsfNwlnjkhQdaNxAahXHDxW16PcxLRID3POLxHECZq&sig=Cg0ArKJSzHCY5O0bEWWS&adurl=http://futurityinvest.com.au/education-bonds/bond-products%3Futm_medium%3Ddisplay%26utm_source%3Dprofessional-planner%26utm_campaign%3Dsoft-launch%26utm_content%3Dnext-generation%26utm_term%3Dwebsite-mrec-1b&nx=CLICK_X&ny=CLICK_Y
https://www.professionalplanner.com.au/topic/on-practice/
https://www.professionalplanner.com.au/topic/advice/
https://www.professionalplanner.com.au/topic/industry/
https://www.professionalplanner.com.au/topic/investment/
https://www.professionalplanner.com.au/topic/profiles/
https://www.professionalplanner.com.au/topic/regulation/
https://www.professionalplanner.com.au/topic/opinion/
https://www.professionalplanner.com.au/topic/events/roundtables/
https://www.professionalplanner.com.au/education/


8/20/2020 Reflection: Portfolio construction is for experts | Professional Planner

https://www.professionalplanner.com.au/2017/10/portfolio-construction-is-for-experts/ 4/5

RELATED CONTENT

OPINION

Resilience is learned, not

inherent: Olympian Alisa

Camplin

Australian Winter Olympic gold

medallist Alisa Camplin has drawn on

all her techniques for managing stress

in her sports career using performance

psychology to manage her mental

health in light of the impacts from

COVID.

Ben Hurley
August 12, 2020

OPINION

A message for advisers:

‘Play the piano, don’t move

it’

Advisers should aim to spend about 80

per cent of their time in face-to-face

contact with clients or connected via

other means. Getting the right mix of

client versus 'everything else' time

could require consideration of

outsourcing and offshoring options,

David Haintz writes.

David Haintz
August 10, 2020

OPINION

Superannuation: an

industry tearing itself

apart?

Any industry which cannot work

through its in�ghting to resolve

industry challenges is likely to be

viewed skeptically. Of course, for

superannuation the majority of

contributions are mandatory: this

should be a sector where self-interest

doesn’t exist.

Colin Tate
August 10, 2020

Sign up to our daily newsletter for regular news

flashes and industry insights.
Subscribe

About

Subscribe Our Authors
Privacy  - TermsHave your say

ON PRACTICE ADVICE INDUSTRY INVESTMENT PROFILES REGULATION OPINION ROUNDTABLES EDUCATION

https://www.professionalplanner.com.au/topic/opinion/
https://www.professionalplanner.com.au/2020/08/resilience-is-learned-not-inherent-olympian-alisa-camplin/
https://www.professionalplanner.com.au/2020/08/resilience-is-learned-not-inherent-olympian-alisa-camplin/
https://www.professionalplanner.com.au/author/ben-hurley/
https://www.professionalplanner.com.au/topic/opinion/
https://www.professionalplanner.com.au/2020/08/a-message-for-advisers-play-the-piano-dont-move-it/
https://www.professionalplanner.com.au/2020/08/a-message-for-advisers-play-the-piano-dont-move-it/
https://www.professionalplanner.com.au/author/david-haintz/
https://www.professionalplanner.com.au/topic/opinion/
https://www.professionalplanner.com.au/2020/08/superannuation-an-industry-tearing-itself-apart/
https://www.professionalplanner.com.au/2020/08/superannuation-an-industry-tearing-itself-apart/
https://www.professionalplanner.com.au/author/colintate/
https://www.professionalplanner.com.au/subscribe/
https://www.professionalplanner.com.au/
https://twitter.com/planner_tweets
https://www.linkedin.com/showcase/professional-planner-
https://www.facebook.com/professionalplanner/
https://www.professionalplanner.com.au/subscribe-form/
https://www.professionalplanner.com.au/our-authors/
https://www.google.com/intl/en/policies/privacy/
https://www.google.com/intl/en/policies/terms/
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjstW-flxq0x7qZYLb5JoIpx-IiLAbWdTWIwKCBWk0jA18G69LOvoAGhA88KgsOf4XE4MDzAziUjiQrBJQIedfviZ8qhzu1DGt2THVKNELpLXzltuc6n__u-rN7Wc1ZnRKCDYZ068cVl8jkJkwcWr6PC-BT6vKFnI1BeSgDH0sppMpTaXTCmxQ9rqEMDyyYg3SKcpTyUTwIz_dt70w21oWPm0ydaKpH9ElMw3Pg1Q6ClV-ge6fWn8tR5qC_76aRmUIG5tp1nBpSzU&sai=AMfl-YSptMiPIU-exUPg6_Hd-aCdn8TOkAVfnzuIJanbm6otrdHqWB0SY3lW3cOduErN6EaLpSp1gzUEPKjCJuPYXA7L7mSsfNwlnjkhQdaNxAahXHDxW16PcxLRID3POLxHECZq&sig=Cg0ArKJSzHCY5O0bEWWS&adurl=http://futurityinvest.com.au/education-bonds/bond-products%3Futm_medium%3Ddisplay%26utm_source%3Dprofessional-planner%26utm_campaign%3Dsoft-launch%26utm_content%3Dnext-generation%26utm_term%3Dwebsite-mrec-1b&nx=CLICK_X&ny=CLICK_Y
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjssshYay3-AInjhDyssu_w4VG0jGtz2XRcDi4SzbRLzAElA7wuClMZlhoXKTo6DdAtOIiz4b0-JeGDqFzauM0qMkeK7lPFVEZzGUlyBvqLnuLlPzCQ6eEtEdPf-ACqhzh32KvcQ7PKV-esD6UZZttD-HB0ylt027IxrNQ0DnkXeArB8_D8o66Xw6xJxmVPY9SdsuvOXSvGXwzJvEMOTl0HYwFT4K44t59vN8oWnRevdHtqmEG7sZe1_Ir-nkzdBFdY13jZL4ecfG&sai=AMfl-YSgttRDsHOqjKUzpglNiiT6rVFWK2Cie7CxpsU39qiWrQuWdviYuzHg-FBFrwKSBxnVFbXYDnGkqKgsn_lQr6UkDYWWN8_Kc_xIPfekXlo5fj7Xh9MChz-ELWasXBFHucm9&sig=Cg0ArKJSzICaSVEIvS28&adurl=https://www.amazon.com.au/Everyday-Ethics-Financial-Advisers-Professional-ebook/dp/B085PQ6H9T&nx=CLICK_X&ny=CLICK_Y
https://www.professionalplanner.com.au/topic/on-practice/
https://www.professionalplanner.com.au/topic/advice/
https://www.professionalplanner.com.au/topic/industry/
https://www.professionalplanner.com.au/topic/investment/
https://www.professionalplanner.com.au/topic/profiles/
https://www.professionalplanner.com.au/topic/regulation/
https://www.professionalplanner.com.au/topic/opinion/
https://www.professionalplanner.com.au/topic/events/roundtables/
https://www.professionalplanner.com.au/education/


8/20/2020 Reflection: Portfolio construction is for experts | Professional Planner

https://www.professionalplanner.com.au/2017/10/portfolio-construction-is-for-experts/ 5/5

© 2020 Conexus Financial. professionalplanner.com.au. Please read our Terms and Conditions, Privacy Policy and Terms of use.

Professional Planner is the leading voice for �nancial planners

where they can learn about industry standards, get news,

information, debate and develop new ideas.

Advertise

Contact us

About Us

Feedback

Cookie Policy

Conexus Financial

Our partners

Privacy  - TermsHave your say

ON PRACTICE ADVICE INDUSTRY INVESTMENT PROFILES REGULATION OPINION ROUNDTABLES EDUCATION

https://www.professionalplanner.com.au/terms-and-conditions/
https://www.professionalplanner.com.au/privacy-policy/
https://conexusfinancial.com.au/wp-content/uploads/2016/07/CF_web_TandC_150716.pdf
https://www.professionalplanner.com.au/advertise-with-us/
https://www.professionalplanner.com.au/contact-us/
https://www.professionalplanner.com.au/about/
https://www.professionalplanner.com.au/feedback/
https://www.professionalplanner.com.au/cookie-policy/
https://conexusfinancial.com.au/
https://www.cfainstitute.org/
https://www.smsfassociation.com/
https://fpa.com.au/
http://cimasocietyau.org/
https://portfolioconstructionforum.edu.au/
https://www.afa.asn.au/pro-bono-financial-advice-network
https://www.google.com/intl/en/policies/privacy/
https://www.google.com/intl/en/policies/terms/
https://www.professionalplanner.com.au/topic/on-practice/
https://www.professionalplanner.com.au/topic/advice/
https://www.professionalplanner.com.au/topic/industry/
https://www.professionalplanner.com.au/topic/investment/
https://www.professionalplanner.com.au/topic/profiles/
https://www.professionalplanner.com.au/topic/regulation/
https://www.professionalplanner.com.au/topic/opinion/
https://www.professionalplanner.com.au/topic/events/roundtables/
https://www.professionalplanner.com.au/education/

