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CLIENT CORNER AND NORTHSTAR NEWS

HOW FINANCIAL SERVICES FIRMS DEPERSONALISE CLIENTS RA-

THER THAN CREATING A CULTURE OF CARE

By Lian Lubbe (Client Servicing Manager)

We have spent time studying how the financial services
industry is grappling with the needs of clients and where
this requires change to services rendered. This article
shares what we gleaned from this exercise and how
Northstar is working to improve our client offering.

In the world of financial services, most companies compete
by selling an intangible product. Banks sell the safety of a
client’s deposit whilst asset managers offer the prospect of
investment performance. Companies in financial services
cannot compete with the likes of Apple where cell phones
and laptops provide the user with an identity and an in-
stant “feel great factor”. BMW’s latest sports car usually
delivers instant pleasure, enjoyment and status. Not so for
a unit trust or share purchase!

The nature of dealing with clients in financial services,
more specifically asset management, is far more relational
than transactional, the offering also has many parts that
are not visible and unfortunately, instant happiness is
simply not on offer.

With this in mind, investment firms need to work that
much harder at building trust, part of this is driving invest-
ment competency that delivers long-term returns, part of
which is acting morally and honestly in a client’s best inter-
ests. When acting as the custodian of an investor’s hard-
earned savings, client centricity is the alpha and omega,
and the overall client experience must be exceptional.

An evolving environment with challenges

This is of course easier said than done! Asset managers
globally and in South Africa face margin pressure across
the value chain: the industry is characterised by a challeng-
ing operating environment, numerous regulatory changes,
evolving demographics of investors and rapid technological
change.

Over time, as companies have faced these challenges, an
inward focus has taken hold in the form of operational effi-
ciency and product, rather than client experience. Client
perception studies reveal the deficit in client experience
between financial services and other industries — other
services have long ago realised the importance of placing
the client at the centre of the relationship! Most asset
managers, when asked “what experience do you want to
create for your clients?” are not able to articulate the more
emotive aspects of the experience. Client experience in-
cludes all the rational, emotional and sensory aspects of
interactions that a client has with a company and its brand.
It is often not about how a client feels about the brand but

much more about how they feel about themselves in an
interaction with the brand — does the brand represent and
understand what the client holds dear?

In a recent article by Deloitte (Wealth Management Digiti-
sation) evaluating the impact and importance of techno-
logical change impacting financial services, Deloitte high-
light that clients simply do not care about regulatory issues
or outdated “legacy” systems that firms have to deal with.
Ultimately, it is up to each business to keep the client’s
experience front-of-mind in all its endeavours: quality of
service, availability of tools, suitability of products and
overall support to any of their financial needs.

Companies tend to underappreciate the value of con-
sistent, reliable and thus an excellent customer experi-
ence. This is more than evident from scanning “Hello Pe-
ter” — the website provides clear and damming evidence of
the dire state of client service in the financial services in-
dustry in our country.

Deloitte’s research highlighted that what matters most to
customers is efficiency and speed of service coupled with
friendly and knowledgeable employees. Most importantly,
customers stated that they would go elsewhere when they
lost trust in their investment firm of choice.

Getting to the crux of client experience

So what do we need to do at Northstar Asset Management
to engender your trust? In our view, we see the following
as critical in this regard:

® In our strategic thinking, ensure that our business
goals are consistent with your interests - our aim is to
be the “best and not the biggest firm”, we believe, this
aligns your interests with ours. The comings and go-
ings of clients in a behemoth firm has little impact on
the future of that firm. We never want to get to a size
where a client’s decision to join us or a client’s deci-
sion to leave us, means little to Northstar!

® Act honestly — Northstar does not own any other busi-
ness other than an asset management company. This
focus does two things, it makes us experts in one area
in the interests of our clients and it ensures that we
are not conflicted by earning “other commissions and
fees” such as stock-broking fees that are earned by
many of our competitors. We see conflicts around
multiple fees as an issue in our industry in which we
refuse to participate.

® |nvest in research — maintaining our own research
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team makes Northstar significantly less profitable than firms that have chosen a different approach. However, our cli-
ents expect us to be deeply knowledgeable on the investments we make on their behalf — this is only possible with de-
tailed, clear, proprietary research. After 6 years of hard work, we have built competency in terms of both our South Afri-
can and offshore research — this has helped us avoid Steinhoff and the Resilient Group of companies. Research compe-
tency will drive our ability to produce sound returns in the years ahead and in so doing, will create trust with our clients.

® |nvest in client service — we have employed numerous high quality staff, their only function is to support the needs of
our clients.

® |nvest in technology — our team has been working for three years to introduce technology that we believe will improve
all interactions that you have with our firm. This will be launched in 2018.

® Choose the right clients — Seth Klarman from Baupost superbly articulates his view on clients: “We have great clients.
Having great clients is the real key to investment success. It is probably more important than any other factor in enabling
a manager to take a long-term time frame when the world is putting so much pressure on short-term results”. Although
not often spoken about, good managers of money need to be careful when taking-on clients. Like Seth Klarman and his
Baupost Group, at Northstar we also have great clients! Consequently, we owe it to our Northstar clients to avoid new
clients that sap our energy, that do not understand long-term investing and thus prevent us from working hard on re-
search to generate market-beating returns.

In conclusion, we appreciate the gravity of the role we play in your investment journey. Yes, it involves managing money
properly, but equally important is offering you a quality service to build and sustain a relationship of trust. Our action plans
are very clear in terms of delivering in this regard, they emphasise investing in relationships, personalising every interaction
and ensuring that our own efficiency and performance become hygiene factors in a highly competitive landscape.
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CIS DISCLOSURES

Collective investment schemes in securities are generally medium- to long-term investments.
The value of participatory interests or the investment may go down as well as up. Past perfor-
mance is not necessarily a guide to future performance. Sanlam Collective Investments (RF)
(Pty) Ltd (the manager) does not provide any guarantee, either with respect to the capital or
the return of a portfolio. The manager has the right to close certain portfolios to new inves-
tors, in order to manage it more efficiently, in accordance with its mandate. Collective invest-
ment schemes are traded at ruling prices and can engage in borrowing and scrip lending. The
collective investment scheme may borrow up to 10% of the market value of the portfolio to
bridge insufficient liquidity.

Annualised returns are period returns re-scaled to a period of one year. This allows investors
to compare returns of different assets that they have owned for different lengths of time.
Actual annual figures are available to the investor on request. Income distributions, prior to
deduction of applicable taxes, are [included/not included] in the performance calculations.
NAV to NAV figures have been used for the performance calculations, as calculated by the
manager at the valuation point defined in the deed, over all reporting periods. Investment
performance calculations are available for verification upon request by any person. Reinvest-
ment of income is calculated on the actual amount distributed per participatory interest,
using the ex-dividend date NAV price of the applicable class of the portfolio, irrespective of
the actual reinvestment date. The performance is calculated for the portfolio. The individual
investor performance may differ, as a result of initial fees, the actual investment date, the
date of reinvestment and dividend withholding tax.

Different classes of participatory interests apply to these portfolios and are subject to differ-
ent fees and charges. A schedule of fees, charges and maximum commissions is available on
request from the manager, or is available on the website at www.sanlaminvestments.com.
Forward pricing is used. The portfolio valuation time is 08h00 for fund of funds and 15h00 for
all other portfolios and the transaction cut-off time is 14h00. The transaction cut-off time
should be 14h00, for portfolios except fund of funds, but execution is not always guaranteed.
If execution could not take place on the same day, it will take place the next business day, or
at the earliest possible opportunity. For fund of funds, the cut-off time for the execution of
trades is 14h00 on the day preceding the pricing date.

Foreign securities within portfolios may have additional material risks, depending on the
specific risks affecting that country, such as: potential constraints on liquidity and the repatri-
ation of funds; macroeconomic risks; political risks; foreign exchange risks; tax risks; settle-
ment risks; and potential limitations on the availability of market information. Fluctuations or
movements in exchange rates may cause the value of underlying international investments to
go up or down. Investors are reminded that an investment in a currency other than their own
may expose them to a foreign exchange risk.

The terms and conditions, a schedule of fees, charges and maximum commissions, perfor-
mance fee frequently asked questions as well as the minimum disclosure document (MDD)
and quarterly investor report (QIR) for each portfolio are available on Sanlam Collective
Investments’ website at www.sanlaminvestments.com. Associates of the manager may be
invested within certain portfolios and the details thereof are available from the manager.

Northstar Asset Management (Pty) Ltd, registration number 1996/001423/07 and FSP num-
ber 601, is the co-named partner and investment manager of the co-named portfolios within
the Sanlam Collective Investments Scheme and is an authorised discretionary financial ser-
vices provider under the Financial Advisory and Intermediary Services Act (No. 37 of 2002).
This information is not advice, as defined in the Financial Advisory and Intermediary Services
Act (No. 37 of 2002). Please be advised that there may be representatives acting under super-
vision.

The manager retains full legal responsibility for the co-named portfolios.

THE FINANCIAL ADVISORY AND INTERMEDIARY SERVICES ACT, 2002

Northstar Asset Management Proprietary Limited is an authorised financial services provider in
terms of the Financial Advisory and Intermediary Services Act 2002. All information contained
in this document should not be construed, or relied upon, as advice. If you require financial
and/or investment advice, please engage the services of an independent financial adviser.

INFORMATION AND CONTENT

The information and content (collectively 'information') accessible in this document are provid-
ed by Northstar as general information about the company and its products and services.
Northstar does not guarantee the suitability or potential value of any information or particular
investment source. Any information in this document is not intended nor does it constitute
financial, tax, legal, investment, or other advice. Nothing contained in any service or any other
content in this document constitutes a solicitation, recommendation, endorsement or offer by
Northstar. Nothing contained in any service or any other content in this document constitutes
a solicitation, recommendation, endorsement or offer by Northstar.

Illustrations, forecasts or hypothetical data are not guaranteed and are provided for illustrative
purposes only; returns or benefits are dependent on the performance of underlying assets or
other variable market factors; there are risks involved in buying or selling a financial product;
past performances are not necessarily indicative of future performances; and no guarantees
are provided.
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Northstar Asset Management (Pty) Ltd

Registration No. 1996/001423/07 | FSP number 601

Suite 1A, Madison Place, Alphen Office Park, Constantia Road,
Constantia PostNet Suite #784, Private Bag X16, Constantia 7848
Tel +27 (0)21 810 8400 | Fax +27 (0)21 794 2885

info@northstar.co.za | www.northstar.co.za

SANLAM COLLECTIVE INVESTMENTS

Sanlam Collective Investments (RF) (Pty) Ltd

Registration No. 1967/00865/07

2 Strand Street Bellville, 7530 PO Box 30, Sanlamhof, Bellville, 7532
Tel +27 (0)21 916 1800 Fax +27 (0)21 947 8224

service@sci.sanlam.com, www.sanlaminvestments.com

Please refer to our website for directors & company secretary details

DISCLAIMER

Northstar Asset Management (Pty) Ltd, registration number 1996/001423/07 and FSP number
601, is the co-named partner and investment manager of the co-named portfolios within the
Sanlam Collective Investments Scheme and is an authorised discretionary financial services
provider under the Financial Advisory and Intermediary Services Act (No. 37 of 2002). This
information is not advice, as defined in the Financial Advisory and Intermediary Services Act
(No. 37 of 2002). Please be advised that there may be representatives acting under supervi-
sion.

Legal Information http://northstar.co.za/page/legal-information/
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