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DISCLAIMER 
To the extent that any CANSTAR data, ratings or commentary constitutes general advice, this advice has been prepared by CANSTAR Pty Limited ABN 21 
053 646 165 AFSL 312804 and does not take into account your individual investment objectives, financial circumstances or needs.   Information provided 
does not constitute financial, taxation or other professional advice and should not be relied upon as such.   CANSTAR recommends that, before you make 
any financial decision, you seek professional advice from a suitably qualified adviser.  A Product Disclosure Statement relating to the product should also 
be obtained and considered before making any decision about whether to acquire the product. CANSTAR acknowledges that past performance is not a 
reliable indicator of future performance. Please refer to CANSTAR FSG for more information at www.canstar.com.au. 

 
 
WHAT ARE MANAGED INVESTMENTS? 
      

 managed investment involves pooling together money from different investors towards a common investment 
goal. The pooled money is then invested by a professional investment manager in different asset classes that 
align with the individual’s investment objectives and risk profile.  

 
Managed investments cover a variety of asset classes including, but 
not limited to: 

• cash management trusts 
• fixed interest 
• property trusts 
• Australian shares 
• International shares 

 
When you invest in a managed fund, you are allocated a number of 
‘units’. The value of your units is calculated on a daily basis and 
changes as the market value of the assets in the funds rises and falls. 
 
Managed funds allow ordinary ‘Mum and Dad’ investors can tap into the investing power of millions, under the 
management of experts in this field. The question is how do everyday, often inexperienced investors choose which 
managed fund to trust with their money and grow their wealth? 
 
The CANSTAR managed investments ratings have been designed to assist small investors find a fund that best suits 
their needs and allows them to gain exposure to markets locally and around the world.  
 
 
WHY RATE MANAGED INVESTMENTS? 
 

ANSTAR always recommends investors seek the advice and expertise of a licensed financial planner. They can 
assist in determining your risk profile and your investment objectives. However our research revealed that there 
are investors, even those with a strong relationship with their financial planner, that still like to make direct 

investments. 
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These investments are typically in assets such as property, shares and managed investments. For direct investors, 
managed investments are appealing because they offer:- 

• Investments in wide variety of asset classes in domestic and international markets. So for investors who wish to 
invest in shares but are not confident to choose their own stocks, they offer a great entrée into the market. 

• Low minimum investment amount or a regular investment plan. 
• Diversification that typically cannot be obtained by small investors. 
• Professional investment managers so you don’t have to be an expert in the share market and can leave the 

stock picking to a professional.   
 
Managed investments also appeal to a variety of investor profiles from the seasoned investors looking for diversification 
or risk mitigation, to those just starting on their wealth accumulation journey or others looking to supplement their income. 
On the other hand some investors just like the challenge of doing it themselves.  
 
The CANSTAR managed investment ratings have been designed to assist these direct investors find a fund that best 
suits their needs.  
 
 
WHY OUR RATINGS ARE DIFFERENT 
 

here are a number of managed investment ratings in the market. Most ratings focus on the potential for a fund to 
outperform in the future. The ratings generally group the funds based on their asset allocation and style of fund 
such as growth or value.  

 
Our ratings are different because CANSTAR compares investment products according to investor profiles not the 
industry classification of the fund. Each of our profiles has different investment needs and expectations of their managed 
investment, and we rate funds according to these needs. 
 
 
       
 
 
 
 
 
 
 
 
 
 
 
 
 
Our ratings do not rate based on performance. While there are funds that will outperform the market or their benchmark, 
past performance does not guarantee future performance and we are not able to identify future top performers.  
 
Rather we have focused on the price and features of the products. In addition, our rating philosophy is to focus on the 
needs of consumers. We believe for the average investor finds it’s difficult to differentiate between a growth, value or 
blend fund. So rather than use the traditional segmentation, we have grouped these styles together and based our 
ratings on investor profiles.  
 
We assessed the price and features of hundreds of managed investment funds to determine which funds best suit the 
needs of our investor profiles.   
 
As another point of difference we have only rated funds which are offered via a discount broker or can be purchased 
directly. Discount brokers offer the direct investor a rebate of their entry fees and also rebate a portion of the ongoing 
fund fees. Based on an investment of $50,000, and an entry fee of 4%, this means a saving of $2,000 for the investor. 
For full details of the research criteria see the research methodology document the end of the results.   
 
Note: Consumers should also be able to negotiate the fees they pay with their financial adviser  
 

T 

Equities 
Large Cap 

Seasoned Investor 

Wealth Builder 

Regular Income 

Australian Equities 
Large Cap value 

Australian Equities 
Large Cap Growth 

 

Australian Equities 
Large Cap Blend 

 

Typical Industry Ratings CANSTAR ratings 
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WHICH PROFILE ARE YOU? 
 
 

here are a number of managed investment ratings in the market. Most ratings focus on the potential for 
a fund to outperform in the future. The ratings generally group the funds based on their asset allocation 
and style of fund such as growth or value.  

 
Our ratings are different because CANSTAR compares investment products according to investor profiles 
not the industry classification of the fund. Each of our profiles has different investment needs and 
expectations of their managed investment, and we rate funds according to these needs. 
 
 
 
Profile Descriptions 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

FUND SELECTION CRITERIA 
 
We have limited our fund selection to funds that are available for purchase directly by the average investor 
i.e. you do not need to purchase via an intermediary such as a financial planner. In addition, a number of key 
criteria were taken into account when selecting the funds for our ratings: 
 

 Fund must be listed on a discount broker such as InvestSmart, 2020 DirectINVEST, and CommSec 
etc. Fund must be either available directly without paying entry fee, or through a discount broker who 
will rebate the fee. 

 Funds were included where the investment manager had more than $100m FUM, regardless of  
FUM of the individual investment fund.  

 Retail and wholesale funds were included. 
 Nil Entry Fee funds where an Entry Fee option is also available. It was assumed consumers could 

buy the Entry Fee option via a discount broker and receive a rebate on the contribution fee. 
 Long Short funds were excluded. 
 Fund available directly from the manufacturer i.e. funds distributed via a 3rd party are excluded. 

 
 

T 

 
 
Wealth Builder 
Starting out or saving for future need 

Looking for a low entry level or opening balance  
Fund must offer a regular investment plan option 
 
 

Seasoned Investor 
Looking to directly invest part of their portfolio 

Looking to invest part of their portfolio 
Has a higher minimum investment amount 
Regular investment plan is not mandatory 
 
 
 

Regular Income 
Income distributions 

Looking for an investment to supplement their income 
Fund that provides regular returns to the investor 
Regular withdrawal plan is required 
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OVERALL METHODOLOGY 
 
The following methodology applies to both rating profiles: 
 
 

 

Pricing Score 
A total cost for 5 years is calculated for each fund. The fund with the lowest cost achieves the highest pricing 
score.  
 

 
 
 
  

Pricing Score 
80% 

Feature Score 
20% 

Total Cost 
(MER, Buy Sell spreads, Ongoing 

fees and Termination fees) 

Total Feature 
(Based on 4 different feature 

categories) 

Indexed Score 
Product with the best pricing 
or features will receive a full 

score 

Managed 
Investments 
Star ratings 

 

Total 
Cost 

Investment Fee 
(MER) 

Buy Spread 
 

Sell Spread 
 

How much you have to pay to your 
investment manager including any 
applicable rebates.  
 

How much it costs to buy your managed 
investment units. This is usually 
incorporated into the units “buy” price.  

How much it costs you to sell your units. 
This is usually incorporated into the units 
“sell” price.  

Ongoing & 
Termination Fees 

 

+ 

+ 

+ 

Any ongoing fees in addition to MER and 
fees for closing your account over and 
above the Sell spread. 
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The pricing score is based on the total cost of the investment over 5 years. Cost includes MER, buy sell 
spreads, ongoing and termination fees. The lowest price product receives the highest pricing score. All other 
funds are indexed off the highest pricing score.  
 
Performance fees are not included in the pricing score see “Investment Performance” for further explanation.  
 
We have not included contribution fee in our calculations. If purchasing directly via a discount broker 100% of 
the contribution fee will be rebated. If purchasing directly with the fund or via a financial planner the investor 
can negotiate a reduction in the up-front fees.  
 
 
 

 
Profile 

 
Total 

Investment 
Amount 

 
Fund 

Minimum 
Investment 

Amount 
 

 
Total 
Cost 

Calculation 

 
Regular 

Investment 
Plan 

 

 
Regular 

Withdrawal 
Plan 

 

Seasoned 
Investor $100,000 Up to 

$50,000 

$100k x MER over 5 yrs  

plus ongoing or 
termination fees   

plus 1 buy &sell spread 

Not 
mandatory 

Not 
mandatory 

Wealth 
Builder $20,000 Up to 

$5,000 

$20k x MER over 5 yrs  

plus ongoing or 
termination fees   

plus 1 buy &sell spread 

Mandatory Not 
mandatory 

Regular 
Income $100,000 Up to 

$50,000 

$100k x MER over 5 yrs  

plus ongoing or 
termination fees   

plus 1 buy & sell spread 

Not 
mandatory 

Mandatory 
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Feature Score 
 
Each individual feature is categorised into four different categories and is allocated points. Based on the 
points received each individual product gets a total feature score.  This total score is then weighted against 
the weights provided in the table below for their respective profile feature score. The feature scores are 
totaled and indexed to provide overall feature score. 
 

 

INVESTMENT PERFORMANCE 
 
CANSTAR ratings do not include a measure for investment returns. We don’t believe that we can predict 
future performance and have taken the decision not to make a judgment on the sustainability of investment 
returns by funds.  
 
The academic research supports this approach. What the academics are saying is that you should not 
expect a fund to continue to outperform based on its past performance. Some studies suggest that 
persistence of high returns exists only in the short term, while others suggest that it is only at the lower end 
of the performance scale.  At the extreme, they conclude that outperformance today can set in chain 
behaviours and events that can cause fund performance to severely fall off. That’s why we have chosen not 
to rate on performance. 
 
However, while we have not rated performance we have reviewed the fund performance over the past 5 
years for signs of persistent underperformance. Funds that have consistently underperformed in all of the 1, 
3 and 5 year performance ratings (i.e. bottom quartile in all 3 performance measures) achieve a rating of no 
more than 3 stars. We do this because persistent underperformance can be an indicator of broader 
management or systemic issues which may be impacting the investment performance.  
 
Funds that did not have 3 or more years of performance history appear at the bottom of each profile and are 
shown as “Not Yet Rated”.   
  

Category Features Included 

 
Product Conditions 
30% 

 

Minimum investment $ 
Minimum additional investment $ 
Minimum withdrawal amount $ 
Regular investment plan available 
Minimum regular investment amount $ 
Regular withdrawal plan available 
Minimum regular withdrawal amount $ 
Payment methods available 

 
Investor Access 
20% 
 

Online/phone access – check balance, statements or update 
personal details 
Buy Sell requests online or phone 
Check fund performance online 
Call centre available 

Distributions 
20% 

Frequency of fund distributions e.g. weekly, monthly, quarterly  
Reinvestment Plan available 

Fees and Rebates 
30% 

Number of free switches per annum 
Switching fee if applicable 
Termination fees 
Performance fees 
Fee rebates available 
Fee rebate or discount details 
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HOW THE STARS ARE AWARDED 
 
The total score received for each profile ranks the products.  The stars are then awarded based on the distribution of the 
scores according to the following guidelines.  As you can see, only the products that obtain a score in the top 5% to 10% 
of the of the score distribution receive a 5 star rating.                  

                   

                                                                                                                 
 
 
How often are products reviewed for star ratings purposes? 
 
All ratings are fully recalulated every twelve months, based on the latest submissions from each institution.  CANSTAR 
also monitors changes on an ongoing basis. 
 
Does CANSTAR rate other product areas? 
 
CANSTAR researches, compares and rates the suite of banking and insurance products listed below. These star ratings 
use similar methodologies to guarantee quality, consistency and transparency. Results are freely available to consumers 
who use the star ratings as a guide to product excellence. The use of similar star ratings logos also builds consumer 
recognition of quality products across all categories. Please access the CANSTAR website at  
www.canstar.com.au if you would like to view the latest star ratings reports of interest. 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
COPYRIGHT
© CANSTAR Pty Limited ABN 21 053 646 165.  The recipient must not reproduce or transmit to third parties the whole or any part of this work, whether 
attributed to CANSTAR or not, unless with prior written permission from CANSTAR, which if provided, may be provided on conditions. 
 
DISCLAIMER 
To the extent that any CANSTAR data, ratings or commentary constitutes general advice, this advice has been prepared by CANSTAR Pty Limited ABN 21 
053 646 165 AFSL 312804 and does not take into account your individual investment objectives, financial circumstances or needs.   Information provided 
does not constitute financial, taxation or other professional advice and should not be relied upon as such.   CANSTAR recommends that, before you make 
any financial decision, you seek professional advice from a suitably qualified adviser.  A Product Disclosure Statement relating to the product should also 
be obtained and considered before making any decision about whether to acquire the product. CANSTAR acknowledges that past performance is not a 
reliable indicator of future performance. Please refer to CANSTAR FSG for more information at www.canstar.com.au. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• Agribusiness 
• Business banking 
• Business life insurance 
• Car insurance 
• CFD trading   
• Credit cards  
• Deposit accounts  
• Direct life insurance 
• Health insurance 
• Home & Contents 
 

• Home loans 
• Life Insurance 
• Low-doc home loans 
• Margin lending 
• Online Banking 
• Online Share Trading 
• Package banking 
• Personal loans 
• Reward programs 
• Travel insurance 

http://www.canstar.com.au/
http://www.canstar.com.au/
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