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Chanticleer
For crowing there was not his equal in all the land...

40 AFRWEEKEND

This fundie thinks outside the box

This non-
conflicted
distribution
model
means
Dimension-
al is well
placed to
deal with
the
profound
changes to
the laws.

T
hecoronaviruspandemic
isputtingthespotlighton
fundmanagerswhodon’t
normallygarnerpublicity
andthat’sgottobegood
forthosetryingtothink
differentlyabout
investinginmarkets.

One fundie that has come on
Chanticleer’s radar after keeping a low
profile for decades is Dimensional Fund
Advisors, which was established in the
United States 40 years ago.

It has about $749 billion under
management including $32 billion in
Australia and New Zealand.

It iscutfromadifferentclothtomostactive
equitiesandfixedinterestmanagerspartly
duetoitsstrongacademicheritage(including
threeNobelprizewinners)andpartlydueto
itshighlyethicaldistributionmodel.

The Dimensional business model is
worth closer attention for several reasons.

First, its investment philosophy forces its
money managers to think outside the box.
Unlike most active equities managers who
build complex models to predict future
earnings, Dimensional starts from the view
that markets have plenty of information to
inform you about expected returns.

This means Dimensional approaches the
profit reporting season with a different lens
to other active equity managers.

Bhanu Singh, who is head of Asia Pacific
portfolio management, uses this week’s
release of profits by Telstra to illustrate
Dimensional’s approach, which is summed
up as systematic, fundamental investing.

‘‘One of the things that we think drives
future profitability is a company’s current
profitability,’’ he says. ‘‘So, what we’re
interested in is asking: Where does a
company rank in the wider universe of
stocks in terms of profitability? And what
does that tell me about future profitability?
And therefore, then I can see how much am
I paying for it?’’

Singh says Dimensional is very focused
on core profitability, which is almost the
equivalent of cash flow earnings. It is less
interested in net income, which can be
corrupted by other items.

History has shown Dimensional’s
philosophy has worked well in times of
stress. For example, during the coronavirus
meltdown in credit markets in March, the
Dimensional fixed interest managers were
big buyers of names that suffered big
movements in credit spreads.

Dimensional’s localchiefexecutiveGlenn
Cranereadilyadmitshisfirmhasalow
profile.Heattributesthattothefactits
primarybusinessismanaginginstitutional
moneyanditdoesnotselldirecttoretail
investors.

Crane says the decision by Dimensional
to only sell its funds through independent
financial advisers was a conscious move to
avoid the sorts of conflicts of interest that led
to the Hayne royal commission.

This non-conflicted distribution model
means Dimensional is well placed to deal
with the profound changes to the laws
covering the sale of financial products
coming next year.

From April, 2021, the Australian
Securities and Investments Commission
will require financial product firms to
develop products that meet the needs of the
consumers in their intended target market.

ASICcommissionerKarenChesterhas
saidprovidersof financialproductsmustask
themselvesthreefundamentalquestions:
Whatarethetarget markets forourfinancial
products?Doour financialproductsmeet
thegenuineneedsof ourconsumers?Doour
distributionchannelsmeanourproducts
will likelyget totherightconsumers?

Crane says the industry has not really got
its head around this looming shift in the way
products are sold.

‘‘We already have that responsibility
because we use a financial intermediary
between the client and ourselves,’’ he says.

Dimensionaltakesthestewardshipof
clientmoneyseriouslyandithasbecome
increasinglyaggressiveinenforcingtherights
ofshareholdersbothhereandoverseas.

During the COVID-19 rush of capital
raisings, it was quite active in its lobbying of
investment banks, ASIC and the ASX for
greater fairness in equity capital raisings.

Dimensional has not been afraid to use its
voting power on share registers to send a
message to non-executive directors about
meeting what it believes are appropriate
governance standards.

NAB bankers feeling
the COVID-19 pain
While health workers and staff in aged care
facilities in Victoria are clearly bearing the
brunt of COVID-19, there is also immense
psychological pressure on bankers who are
talking to the thousands of customers
unable to service their loans.

National Australia Bank chief executive
Ross McEwan talked about the human side
of COVID-19’s second wave during a call on
Friday with the media for the bank’s third-
quarter earnings.

Hiscommentsechoedthosemadeearlier
intheweekbyCommonwealthBankof
AustraliachiefexecutiveMattComynduring
hispresentationofthefull-yearprofit.

‘‘It has been more psychologically
damaging I think than financially at this
point in time, because people thought – our
colleagues and all our customers here in
Victoria – thought we were coming out of
it,’’ McEwan said.

‘‘And all of a sudden we’re back into quite
a terrible situation here with high levels of
infection and some horrific numbers of
deaths, which is terrible.

‘‘So, that is impacting our customers and
also our colleagues. I think from a human
perspective, it has been psychologically
damaging and that’s what we’ve seen from
our colleagues.

‘‘They’re dealing with businesses all day
and every day. And it’s very difficult for
them. These are strong relationships they’ve
had for years. And we’re seeing customers
for no fault of their own having difficulty.’’

McEwan said NAB was recruiting
between 300 and 500 people to assist
frontline staff in making calls to customers
who needed help in getting through the
COVID-19 crisis.

NAB told the ASX on Friday it had 86,000

home loans and 38,000 business loans
totalling $55 billion that had deferred
interest payments.

Bankers have been progressively calling
each of these borrowers to ask about their
situation and see if they need extra support
to manage through the pandemic.

About 16 per cent of NAB’s home loan
customers who had deferred repayments
have now recommenced them.

‘‘Our business bankers are all day, every
day talking to customers about how we can
be helpful,’’ McEwan said.

Lastmonth,NABsteppedupitshelpfor
businesscustomersbyofferingsmall-
businessborrowersaccesstofree
psychologicalandfinancialcoachingservices.

McEwan has been personally involved in
hearing from customers. Last month, he
joined the 12-strong NAB executive team in
spending a few hours taking customer-
complaint calls.

At CBA, Comyn had revealed this week
how much frontline bankers had been
engaged in helping customers.

‘‘We’ve responded to more than a million
requests for help and assistance,’’ he told a
media call on Wednesday. ‘‘As part of that,
we’ve processed 250,000 loan deferrals for
customers to help them free up cash flow.

‘‘We’ve sent over 250 million
personalised messages to make sure our
customers are getting the help they need.
And we’ve sent 130,000 debit cards to
customers unfamiliar with digital banking
to ensure they can make purchases and pay
their bills from home.’’

CBA’s experience shows an apparent
correlation between bankers talking to
customers about financial assistance and
increased staff engagement.

One explanation for this is that COVID-19
has given bank employees a greater sense of
purpose in their lives after years of being
pilloried before and during the Hayne royal
commission.

Comyn summed up this sentiment in the
following message to staff on Wednesday: ‘‘I
know it’s been a difficult time for everyone,
yet I couldn’t be prouder of the way we’ve
risen to the challenges we’ve been
presented.

‘‘From our employee engagement and
people pulse survey results, it’s clear that
you also feel engaged and energised about
the opportunity to make a real difference to
so many people’s lives.’’
TONY BOYD
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creation of a
Club
Democracy
would be
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because it
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the US and
rival
countries.
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We saw
during the
bushfire
emergency
that Canberra
was more
than
prepared to
dump on
Berejiklian’s
government.
The nation p39
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The information in this document is provided in good faith without any warranty and is intended for the recipient¯s 
background information only. It does not constitute investment advice, recommendation, or an offer of any services 
or products for sale and is not intended to provide a sufficient basis on which to make an investment decision. It is 
the responsibility of any persons wishing to make a purchase to inform themselves of and observe all applicable 
laws and regulations. Unauthorized copying, reproducing, duplicating, or transmitting of this document are strictly 
prohibited. Dimensional accepts no responsibility for loss arising from the use of the information contained herein. 

“Dimensional” and “Dimensional Fund Advisors” refer to the Dimensional separate but affiliated entities generally, 
rather than to one particular entity. 

These entities are Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd., Dimensional Ireland Limited, 
DFA Australia Limited, Dimensional Fund Advisors Canada ULC, Dimensional Fund Advisors Pte. Ltd., Dimensional 
Japan Ltd., and Dimensional Hong Kong Limited. Dimensional Hong Kong Limited is licensed by the Securities and 
Futures Commission to conduct Type 1 (dealing in securities) regulated activities only and does not provide asset 
management services. 

AUSTRALIA and NEW ZEALAND: This material is issued by DFA Australia Limited (AFS License No. 238093, ABN 
46 065 937 671). This material is provided for information only. No account has been taken of the objectives, 
financial situation or needs of any particular person. Accordingly, to the extent this material constitutes general 
financial product advice, investors should, before acting on the advice, consider the appropriateness of the advice, 
having regard to the investor¯s objectives, financial situation and needs. Any opinions expressed in this material 
reflect our judgement at the date of publication and are subject to change. 

RISKS 
Investments involve risks. The investment return and principal value of an investment may fluctuate so that an 
investor¯s shares, when redeemed, may be worth more or less than their original value. Past performance is not  
a guarantee of future results. There is no guarantee strategies will be successful. 

 


