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1. This summary is compiled from a number of standalone documents that are available on request. If you would like any more information about our process, or ratings committee
structure, for example, please contact anyone in the Manager Research team.

1

Morningstar Manager Research Overview

Morningstar Qualitative Manager Research
Morningstar is a leading global provider of independent
investment research, with more than 110 manager research
analysts based across North America, Europe, Australia,
New Zealand and Asia. The 14 member Australasian
manager research team has 10 years of average experience
and has been producing qualitative manager research and
ratings since 1999.
Morningstar’s qualitative manager research aims to
determine which investments deserve the attention of
investors and which do not.
Morningstar assesses investment managers based on how
we believe they will perform in the future over an economic
cycle, against both peers and accepted benchmarks. Our
model rewards managers that are open and transparent,
have a well-run investment process and, importantly, are
good fiduciaries of investors’ monies.
Morningstar operates an independent manager research
model. This means that we determine our own coverage
universe. Our coverage is organised across 19 sectors that
span all major asset classes. We had full coverage on 500
flagship strategies which mapped to about 4,500 underlying
funds, ETFs and LICs at 31 October 2015.
There are three guiding principles that define the
strategies Morningstar covers:

Investment Merit – As well as including some of the
best-known strategies on offer globally, there is also
scope for worthy but largely undiscovered strategies to fall
within our review.
Client Demand – Given our user-pays philosophy,
Morningstar responds to client demand to initiate strategy
coverage. Correspondingly, we will cease coverage of
funds and sectors where no substantial client demand
exists.
Strategy Size – If there is a fund that has a large amount
of assets, it is likely that coverage of the strategy will
benefit a large number of investors and although there
may not be current client demand, Morningstar may cover
it in order to provide a view of the offering to existing
investors.
Prior to any sector review Morningstar’s category review
committee meets to determine the category constituents.
Funds considered for inclusion in the review include the
following; analysts’ best ideas, Morningstar Prospects,
fund coverage request form submissions, client demand.
The Morningstar Analyst Rating™ is the final outcome of
a collaborative process based on a site visit, manager
questionnaire, quantitative and holdings-based analysis
of the portfolio and an assessment of all the key issues
outlined, as illustrated in the diagram below.

Morningstar Fund Review Process

Research
Universe

Focus:

Focus on peer group
relativities

▲

Industry experts

Silver
Bronze
Neutral

▲

Performance

Gold

▲

Price

TM

Analyst Rating:

▲

Parent

Lead analyst presents their
findings to the ratings
committee for discussion
and review

▲

Process

Ratings
Committee

▲

People

▲

Ratings note is written by
lead analyst

▲

®

TM

Internal discussion and debate

Typically with portfolio
manager/analysts

▲

▲

Morningstar Adviser
Research Centre

®

Post Review
Analysis &
Draft Report

1.5–3 hour meeting

▲

Morningstar Direct

Manager
Review

▲

Morningstar reports
(incl. offshore analysis)

▲

▲

Strategy Size

Manager reports

▲

▲

Client Demand

Portfolio composition

▲

▲

Investment Merit

Performance attribution

▲

Three broad factors for
inclusion:

Review material:
▲

(Must be in the Morningstar
database)

Pre-meeting
Analysis

Negative

© 2015 Morningstar, Inc. All rights reserved. Neither Morningstar, its affiliates, nor the content providers guarantee the data or content contained herein to be accurate, complete or timely nor will they have any liability for its use or
distribution. Any general advice or ‘class service’ have been prepared by Morningstar Australasia Pty Ltd (ABN: 95 090 665 544, AFSL: 240892) and/or Morningstar Research Ltd, subsidiaries of Morningstar, Inc, without reference to your
objectives, financial situation or needs. Refer to our Financial Services Guide (FSG) for more information at www.morningstar.com.au/s/fsg.pdf. You should consider the advice in light of these matters and if applicable, the relevant Product
Disclosure Statement (Australian products) or Investment Statement (New Zealand products) before making any decision to invest. Our publications, ratings and products should be viewed as an additional investment resource, not as your
sole source of information. Past performance does not necessarily indicate a financial product’s future performance. To obtain advice tailored to your situation, contact a professional financial adviser. Some material is copyright and
published under licence from ASX Operations Pty Ltd ACN 004 523 782 ("ASXO")

Final Report
& Sector Wrap

Report written and
Report released
Sector wrap released

2

Morningstar Manager Research Overview

Following the conclusion of the manager review process,
the Morningstar Australasian Manager Research Ratings
Committee convenes to determine which investments
deserve the attention of investors and which do not. This
committee is responsible for the governance and oversight
of the rating outcomes and consists of senior members
of the manager research team and can include senior
members from the Morningstar global analyst group.
In some cases we also call on an independent member
who is within the Morningstar group but sits outside the
Australasian manager research team.
The entire Morningstar manager research team participates
in the ratings process but voting is limited to the director
of manager research (Asia Pacific), the directors of
Australasian manager research, independent member,
sector lead and lead strategy analyst. The analyst rating
does not express a view on a given asset class or peer
group but seeks to evaluate each fund within the context
of an appropriate benchmark and peer group given what
it is trying to achieve. By giving a fund a rating, we are
expressing an expectation about a strategy’s ability to
outperform its relevant performance benchmark and/
or peers on a risk-adjusted basis over the long term
(defined as a full market cycle). This long-term conviction
is summarised through a five-point scale from Gold to
Negative. These should be interpreted as follows:

Œ
These funds are our highest conviction recommendations
and stand out as best of breed for their investment
mandate. To earn a Gold rating, a fund must distinguish
itself across the five pillars that form the basis of our
analysis. That is, a Gold-rated fund should have a seasoned,
talented and successful manager or management team; a
sound, thoughtful process that has been executed skilfully
and consistently; a portfolio that’s in harmony with the
stated process and that’s capable of delivering a reward
that compensates investors for the risks it takes; reasonable
expenses; and a strong parent organisation that is focused
on responsible stewardship of investor assets.

„
Funds in this category are high-conviction
recommendations. They have notable advantages across
several, but perhaps not all, of the five pillars. With those
fundamental strengths, we expect these funds to beat

their relevant performance benchmarks and/or peers
on a risk-adjusted basis over the long term (defined as
a full market cycle of at least five years). While these
are worthy funds with many positive features, they
don’t necessarily rise to the standard of best in breed.
Funds rated Silver may be working their way up our list
of recommended picks as we gain more familiarity and
conviction in key pillars or working their way down on the
basis of a degradation within specific pillars.

´
These funds have advantages that clearly outweigh any
disadvantages across the pillars, giving us the conviction
to award them a positive rating. As is the case with any
fund receiving a positive rating, we expect these funds
to beat their relevant performance benchmarks and/or
peers on a risk-adjusted basis over a full market cycle
(defined as a full market cycle of at least five years).
Funds rated Bronze may be working their way up our list
of recommended picks as we gain more familiarity and
conviction in key pillars or working their way down on the
basis of a degradation within specific pillars

‰
These are funds in which we do not have a strong positive
or negative conviction. In our judgment, they are not likely
to deliver standout returns but are not likely to seriously
underperform either. A fund that is overly benchmarkconscious could receive this rating so long as its fees are
reasonable enough to give it a chance of keeping up with
the average fund in the category or a competing index
fund. Promising but unproven funds may also feature
here until we see further evidence that the fund has the
potential to outperform.

Á
These funds possess at least one flaw that we believe is
likely to significantly hamper future performance, such
as high fees or an unstable management team. Because
of these faults, we believe these funds are inferior to
most competitors and will likely underperform their
median peers and benchmark on a risk-adjusted basis
in the long term. For example, a fund that combines an
overly benchmark- conscious strategy with high fees is
likely to get this rating because its strategy lends itself to
underperformance.

© 2015 Morningstar, Inc. All rights reserved. Neither Morningstar, its affiliates, nor the content providers guarantee the data or content contained herein to be accurate, complete or timely nor will they have any liability for its use or
distribution. Any general advice or ‘class service’ have been prepared by Morningstar Australasia Pty Ltd (ABN: 95 090 665 544, AFSL: 240892) and/or Morningstar Research Ltd, subsidiaries of Morningstar, Inc, without reference to your
objectives, financial situation or needs. Refer to our Financial Services Guide (FSG) for more information at www.morningstar.com.au/s/fsg.pdf. You should consider the advice in light of these matters and if applicable, the relevant Product
Disclosure Statement (Australian products) or Investment Statement (New Zealand products) before making any decision to invest. Our publications, ratings and products should be viewed as an additional investment resource, not as your
sole source of information. Past performance does not necessarily indicate a financial product’s future performance. To obtain advice tailored to your situation, contact a professional financial adviser. Some material is copyright and
published under licence from ASX Operations Pty Ltd ACN 004 523 782 ("ASXO")

3

Morningstar Manager Research Overview

Morningstar may also use two other designations in place of
a rating:

Figure 1: Morningstar Analyst Rating Distribution for Australasian Funds at 31 August 2015.
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This designation means either that a fund has failed to provide
sufficient transparency to determine a rating, or that we are
providing information on a new strategy where investors
require guidance as to suitability, but there is not yet sufficient
information to rate the fund.

Morningstar Prospects
At the end of 2015 we introduced Morningstar Prospects. The Prospects list highlights strategies that the Manager Research believe are worthy of additional
investor attention. Such investments likely have enduring competitive advantages and long-term appeal, but have so far not met our coverage criteria.
Morningstar evaluates funds for inclusion based our standard 5P framework. Inclusion on the list does not guarantee that a strategy will be subject to full analyst
coverage, and strategies can still move to full coverage without being on the Prospects list.

Annual Manager Research Schedule
Sector reviews form the basis of the Morningstar manager research process. Full reviews are conducted on annual 12
monthly cycles. The following schedule shows Morningstar Australasia’s intended fund research schedule. Morningstar
reserves the right to alter this schedule on the basis of developments or unforeseen circumstances.
Sector

Communication of Ratings:
Once ratings have been
decided, they are communicated
to subscribers through the
publication of our fund reports.
Subscribers are notified of
ratings changes through a daily
research update email.
No external parties are alerted
to ratings changes prior to
report publication.

Global Listed Infrastructure
Global Listed Property
Australian and New Zealand Listed Property
Multi Sector and KiwiSaver
Australian Equities – Large Caps
Australian Equities – Small Caps
Fixed Interest – Australian Bonds
Fixed Interest – Global Bonds
Fixed Interest – Global/Australian Bonds
Fixed Interest – Credit
Fixed Interest – Multi-Strategy Income
New Zealand Fixed Interest
New Zealand Equities
Alternatives/Hedge Funds
Asian Equities
Emerging Market Equities
International Equities – Small Caps
International Equities – Large Caps

Commencement Date

January
January
January
January
March
May
May
May
May
May
May
May
July
August
August
August
September
September

Completion date

April
April
April
May
August
August
September
September
September
September
September
September
October
November
December
December
January
January

Sector Lead

Tim Wong
Mark Laidlaw
Tim Wong
Matthew Wu
Ross Macmillan
Ross Macmillan
Alex Prineas
Alex Prineas
Alex Prineas
Alex Prineas
Alex Prineas
Elliot Smith
Elliot Smith
Matthew Wu
Matt Wilkinson
Matt Wilkinson
Kathryn Young
Kathryn Young

Fund Coverage requests can be submitted to: http://corporate1.morningstar.com/forms/fundcoveragerequestau.aspx

For any queries, please contact:
Tim Murphy, CFA, CAIA
Director of Manager Research
+61 2 9276 4436 (AUS)
+64 9915 6783 (NZ)
tim.murphy@morningstar.com

Tom Whitelaw
Director of Manager Research Ratings
+61 9276 4405 (AUS)
+64 9915 6782 (NZ)
tom.whitelaw@morningstar.com

Kathryn Young
Associate Director
+61 2 9276 4474 (AUS)
+64 9 927 1242 (NZ)
kathryn.young@morningstar.com
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Australasian Manager Research Team Qualifications, Tenure
and Industry Experience
Qualifications

Industry Experience (Years)

Tenure with Morningstar (Years)

Grant Kennaway

Director of Manager Research, AsiaPacific

MBA, BA, Diploma of Financial Planning,
Postgraduate Diploma in Management

26

4

Tim Murphy

Director of Manager Research

CFA, CAIA, MAppFin, PGDipAcc, BAppFin, FFin

14

10.5

Tom Whitelaw

Director of Manager Research Ratings

BA, First Class, (Business & Finance)

13

8.5

Kathryn Young

Associate Director

MBA (Finance & Economics), Bachelor of
Business Administration Hons

8

8.5

Tim Wong

Senior Analyst

CFA, Bachelor of Commerce

11

7

Alex Prineas

Senior Analyst

Bachelor of Commerce, Post Graduate Diploma
in Applied Finance & Investments

15

7

Ross Macmillan

Senior Analyst

Bachelor of Commerce (Accounting, Finance
and Systems)

27

4.5

Matthew Wu

Analyst

Bachelor of Mathematics Hons

2

1.5

Matt Wilkinson

Analyst

Bachelor of Engineering Hons, Masters of
Applied Finance

8

<1

Elliot Lucas

Analyst

Masters of Engineering & Masters of
International Economics and Finance

2.5

<1

Elliot Smith

Analyst

Bachelor of Engineering Hons, Bachelor of
Commerce

2.5

2.5

Wilson Wong

Analyst

Bachelor of Commerce

1

<1

Andrew Miles

Analyst

Bachelor of Mathematics Hons

3

3

Bachelor of Economics

1

1

10

4.5

Anshula Venkataraman Analyst
Average Experience and Tenure

Grant Kennaway
Director of Manager Research,
Asia-Pacific
Tom Whitelaw
Director of Manager Research Ratings

Tim Murphy
Director of Manager Research

Kathryn Young
Associate Director

Alex Prineas
Senior Analyst

Elliot Lucas
Analyst

Ross Macmillan
Senior Analyst

Andrew Miles
Analyst

Elliot Smith
Analyst

Tim Wong
Senior Analyst

Anshula Venkataraman
Analyst

Matt Wilkinson
Analyst

Wilson Wong
Analyst

Matthew Wu
Analyst
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Morningstar Manager Research Team Biographies
Morningstar Manager Research Team Biographies
Grant Kennaway
Grantof Manager
Kennaway
Director
Director of
Manager
Research,
Asia Pacific
Research,
Pacific
Director of Asia
Manager
Morningstar, Australia
Morningstar,
Australia
Research, Asia Pacific
Morningstar, Australia

Grant Kennaway is Director of Manager Research, Asia Pacific for Morningstar, a leading global provider of
investment
research.
leading
global
provider
of of
investment
Grant Kennaway
is Head
manager research.
Research, Asia Pacific for Morningstar, a
Morningstar’s
fund research
research efforts
efforts in
in Australasia
Australasia and
and Asia.
Asia.
leading
provider
investment
research.fund
Grant
is global
responsible
for of
leading
Morningstar’s
Before
joining
Morningstar
in November
November
2011, Grant
Grantresearch
spent 11
11efforts
years at
at
Australian investment
investment
Grant isjoining
responsible
for leading
Morningstar’s
fund
in Australian
Australasia
and Asia. research
Before
Morningstar
in
2011,
spent
years
research house Lonsec, ultimately as General Manager Research/Director after roles as Head of
house
as in
General
Manager
afteratroles
as Head
of Fund Research
BeforeLonsec,
joining ultimately
Morningstar
November
2011,Research/Director
Grant spent 11 years
Australian
investment
Fund Research and as a fund research analyst. He started his career working for fund managers in
and
as a fund
research
He as
started
his Manager
career working
for fund managers
in Australia
research
house
Lonsec,analyst.
ultimately
General
Research/Director
after roles
as Headand
of the
Australia and the United Kingdom.
Fund Research
United
Kingdom.and as a fund research analyst. He started his career working for fund managers in
Grant
has and
a Master’s
Degree
in Business Administration, a Bachelor of Arts degree, a Diploma
Australia
the United
Kingdom.
Grant
has a Master’s
in Business Administration,
a Bachelor of Arts degree, a Diploma of
of Financial
Planning,Degree
and a Postgraduate
Diploma in Management.
Grant hasPlanning,
a Master’s
in Business
Administration,
a Bachelor of Arts degree, a Diploma
Financial
andDegree
a Postgraduate
Diploma
in Management
of Financial Planning, and a Postgraduate Diploma in Management.

Tim Murphy, CFA
TimMurphy,
Murphy,CFA
CFA, CAIA
Tim
Director of Manager
Research Morningstar,
Director of Manager
Australasia
Research
Research Morningstar,
Morningstar,
Australasia
Australasia

Tim Murphy is Director of Manager Research with Morningstar, a leading global provider
of independent investment research.
Tim
Tim Murphy
Murphy isis Director
Director of
of Manager
Manager Research
Research with
with Morningstar,
Morningstar,aaleading
leadingglobal
globalprovider
providerof independent
Tim
is responsible
for leading
qualitative research on Australian and New Zealand
investment
research.
of independent
investment
research.
funds, exchange-traded funds, and listed investment companies, as well as managing
Tim isis responsible
responsible for
for leading
leading qualitative
qualitative research
research on
on Australian
Australian and
and New Zealand
Zealand funds, exchangeTim
Morningstar’s
model portfolios
and relationships with
consulting andNew
adviser clients.
funds,
exchange-traded
funds,
and
listed
investment
companies,
as
well
as
managing
traded funds, and listed investment companies, as well as managing Morningstar’s
model portfolios and
Morningstar’s
model portfolios
and Tim
relationships
with
consulting
andtrading
adviserwith
clients.
Before
joining
Morningstar
in
2005,
worked
in
equity
derivatives
Optiver
relationships with consulting and adviser clients.
Australia, and prior to that, in mortgage securitisation with Macquarie Bank, as well as in
Before joining
joining Morningstar
Morningstar in
in 2005,
2005, Tim
Tim worked in
in equity
equity derivatives
derivatives trading
trading with
with Optiver
Optiver Australia, and
Before
corporate
credit analysis roles
with HSBCworked
and Commonwealth
Bank. He worked
on
Australia, and prior to that, in mortgage securitisation with Macquarie Bank, as well as in
secondment
London office
2007. He Bank,
comments
regularly
about credit analysis
prior to that, to
in Morningstar’s
mortgage securitisation
withinMacquarie
as well
as in corporate
corporate credit analysis roles with HSBC and Commonwealth Bank. He worked on
investing
theCommonwealth
media.
roles withissues
HSBC in
and
Bank. He worked on secondment to Morningstar’s London office in
secondment to Morningstar’s London office in 2007. He comments regularly about
2007.
He comments
regularly
about investing issues in the media.
investing
issues in of
the
media.Finance,
He
has a Bachelor
Applied
Postgraduate Diploma in Accounting, and Master
of Applied
Financeof
degrees
Macquarie
University,
as well
having earnt
right of Applied
He
has a Bachelor
Appliedfrom
Finance,
Postgraduate
Diploma
in as
Accounting,
andthe
Master
He has a Bachelor of Applied Finance, Postgraduate Diploma in Accounting, and Master
to
use
the
Chartered
Financial
Analyst
designation.
He
is
also
a
Fellow
of
Finsia,
and
hasChartered
Finance
degrees
from
Macquarie
well as having
the right
to the
useright
the
of Applied
Finance
degrees
from University,
Macquarie as
University,
as wellearnt
as having
earnt
been a guest lecturer in Macquarie University’s Master of Applied Finance Program on the
Financial
and Financial
CharteredAnalyst
Alternative
Investment
Analyst
He has
the
to use theAnalyst
Chartered
designation.
He is
also a designations.
Fellow of Finsia,
and completed
has
topic of Equity Funds Management.
Investment
Management
Workshop University’s
at Harvard Business
School,
is aFinance
FellowProgram
of FINSIA,
been a guest
lecturer in Macquarie
Master of
Applied
on and
the has
been
aofguest
lecturer
in
Macquarie
University’s
Master
of Applied
Finance
Program on the topic of
topicwas
Equity
Funds
Tim
awarded
the Management.
Money
Management
Young
Achiever
of the Year
in 2011.
Equity Funds Management
Tim was
awarded
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Money
Management
Young
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Tom
TomWhitelaw
Whitelaw
Director of
Director of Manager
Manager Research
Research Morningstar,
Morningstar,
Australasia
Australasia

Tom Whitelaw
WhitelawisisDirector
DirectorofofManager
ManagerResearch
ResearchRatings
Ratingswith
withMorningstar,
Morningstar,a leading
a leading
Tom
global provider of
global provider
of independent
investment research.
independent
investment
research.
Tom isis responsible
responsiblefor
forleading
leadingthe
theAustralasian
Australasianmanager
managerresearch
researchteam.
team.HeHechairs
chairsMorningstar’s
Tom
Morningstar’sratings
Australasian
ratings
monitors
the manager
review
Australasian
committee
and committee
monitors theand
manager
review
process and
production schedule.
process
and
production
schedule.
Tom
also
undertakes
qualitative
research
on
Tom also undertakes qualitative research on Australian and New Zealand investment managers and
Australian and New Zealand investment managers and their strategies.
their strategies.
Tom joined Morningstar in the United Kingdom in 2007, spending three years
Tom joined Morningstar in the United Kingdom in 2007, spending three years researching funds
researching funds before moving to Australia in 2010. He worked previously as a fund
before moving to Australia in 2010. He worked previously as a fund analyst for Aviva, where he was
analyst for Aviva, where he was responsible for fund selection across the group’s
responsible for fund selection across the group’s life, pension, and collective investment platforms.
life, pension, and collective investment platforms. Before that, he worked at Pearson
Before
worked
at Pearson
Jones, where
he prepared
andlists
maintained
recommended fund lists
Jones, that,
wherehehe
prepared
and maintained
recommended
fund
for the firm’s
for
the
firm’s
independent
financial
advisers.
independent financial advisers.
Tom
Finance
from
Sheffield Hallam
Tom has
has aa Bachelor’s
Bachelor’sdegree
degreewith
withfirst
firstclass
classhonours
honoursininBusiness
Businessand
and
Finance
from
University,
and
holds
the
United
Kingdom
Society
of
Investment
Professionals
Investment
Management
Sheffield Hallam University, and holds the United Kingdom Society of Investment
Professionals Investment Management Certificate.
Certificate.
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Tim Wong, CFA
Kathryn Young

Senior Analyst
Morningstar, Australasia
ResearchDirector
Manager
Associate

Morningstar, Australasia

Manager Research
Morningstar

Tim Wong is a Senior Research Analyst with Morningstar, a leading global provider of
Kathryn Young
is Research
Manager
with Morningstar,
a leading
is an Associate
Director
at Morningstar,
a leading
globalglobal
provider of independent investment
independent investment research.
provider
of
independent
investment
research.
research.
Tim is responsible for conducting qualitative research on Australian and New Zealand
Kathryn
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About Morningstar
Independent. Insightful. Trusted.
Morningstar Inc. is a leading provider of independent investment research in North America, Europe, Australia and Asia.
We offer an extensive line of products and services for individuals, financial advisers and institutions.
Morningstar was founded by Joe Mansueto in 1984. Mansueto remains our Chairman of the Board and Chief Executive
Officer of Morningstar Inc., a publically listed company on the NASDAQ (ticker symbol: MORN) since May 2005, with a
market capitalisation of about US$3.8 billion as at February 2014. Mansueto is Morningstar’s largest shareholder with
approximately 49% of the issued capital. Morningstar Inc. has offices in 27 locations and employs more than 3,500 staff
worldwide. Our head office is located in Chicago, Illinois, United States.
Morningstar provides data on more than 437,000 investment offerings, including stocks, mutual funds, and similar
vehicles, along with real-time global market data on more than 10 million equities, indices, futures, options,
commodities, and precious metals, in addition to foreign exchange and Treasury markets. Morningstar also offers
investment management services and has more than US$176 billion in assets under advisement or management as of
30 Sept 2013.
Morningstar Australasia, a wholly owned subsidiary of Morningstar Inc., has operated in Australia and New
Zealand since 1999. The firm’s flagship retail websites, www.morningstar.com.au and www.morningstar.net.nz, offer
comprehensive data and objective information about more than 12,000 managed funds and 2,000 stocks available to
individual investors in Australia and New Zealand, including proprietary Morningstar analyst research on 250 individual
stocks and 300 investment strategies distributed through 4,000 individual funds. The site also offers independent
editorial content produced by Morningstar analysts and journalists based in Sydney and around the world.
In addition to its investing site, Morningstar Australasia provides a range of innovative products and services to
investors, advisers and institutions. These include Morningstar® Adviser Research Centre™, a web-based solution
developed specifically for dealer groups and advisers, and Morningstar Direct™, a global institutional investment analysis
platform. The company also licenses fund and stock data feeds, publishes investor newsletters and sells stock research
and analysis software.
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