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Generation Life Investment Bonds
Fund manager change - Diversified growth (UF10)
Generation Life APIR code - ALL0014AU

WHAT’S CHANGING?
The Russell Investments Balanced Fund - Diversified growth option (Fund Code UF10) ’(‘Fund’) is changing investment manager.
Russell Investment Management Limited is being replaced as the investment option’s manager by FIL Investment Management (Australia) Limited (‘Fidelity’) on 25 August 2023. There is no change to the investment strategy and asset allocation ranges for the strategy, however, the tax aware level has been upgraded to a Tax Optimised level reflecting the approach that the new strategy will take in managing the cost of tax within the investment.
WHY IS IT CHANGING?
Generation Life conducts regular reviews of investment managers and investment strategies to determine whether performance of the underlying investment manager and strategy is in line with the stated investment objectives and is meeting investor and Generation Life’s required investment outcomes.
[bookmark: _Hlk140074586]As part of their review, Generation Life has determined that a more appropriate investment approach for the above-mentioned investment option is by utilising the investment management capabilities of Fidelity. Generation Life believes that the new approach is expected to deliver superior after-tax return outcomes over the long-term through the investment bond structure with a focus on delivering higher annualised unrealised capital gain in the portfolio rather than high levels of annual income which is taxable inside the structure. 
More specifically, the Russell Investments Balanced Fund strategy has underperformed relative to the composite benchmark index return (on a pre-fee and pre-tax basis). Additionally, the proposed investment arrangement to be employed by Generation Life with Fidelity aims to deliver additional after-tax return benefits through an optimised tax management arrangement and process.


COMPARISON OF STRATEGIES
	
	Russell Investments Balanced Fund (CURRENT)
	Generation Life Tax Effective Growth Fund (NEW)

	Underlying strategy APIR code
	RIM0001AU
	ALL0014AU

	Sector
	Diversified growth
	Diversified growth

	Investment manager
	Russell Investment Management Limited
	FIL Investment Management (Australia) Limited (Fidelity)

	[bookmark: _Hlk140074224]Objective
	Aims to outperform (before fees and tax) an internal benchmark comprising the weighted combination of relevant market indexes.
	Aims to outperform the weighted average return of a composite index before tax and fees over rolling 5 year periods.

	Investment approach
	The fund typically invests in a diversified portfolio mix with exposure to growth investments of around 70% and defensive assets of around 30%. Derivatives may be used to implement investment strategies.
	The fund aims to provide long-term capital growth by investing in a range of global asset classes. In actively managing the portfolio, the manager will tactically allocate investments across asset classes and geographic areas (including emerging markets) based on their potential to generate capital growth or reduce overall risk. The fund may use derivatives for efficient portfolio management and investment purposes. The manager will seek to manage the portfolio in a tax-aware manner. The fund typically aims to invest in a diversified portfolio mix with exposure to growth assets of around 70% and defensive assets of around 30%. The manager has the flexibility to allocate outside of the typical asset sector allocation guidelines where required (for example, during periods of market stress).

	Investment style
	Multi-manager
	Multi-manager

	Investment guidelines
	Fixed interest and cash 10-50% 
Australian shares 15-45% 
International shares 15-45% 
Property 0-20% 
Other 0-35% 
	Cash 0-40%
Australian fixed interest 0-40% 
International fixed interest 0-40%
Australian shares 10-60% 
International shares 10-70% 
Other 0-35% 

	Asset allocation
(30 June 2023)[footnoteRef:1] [1:  The Generation Life Tax Effective Growth Fund allocation represents the indicative initial asset allocation expected on commencement.] 

	Fixed interest and cash 50% 
Australian shares 45% 
International shares 45% 
Property 20% 
Other 35% 
	Fixed interest and cash 30% 
Australian shares 25% 
International shares 45%
Other 0%

	Risk level[footnoteRef:2] [2:  The risk level has been provided by the investment manager and is based on the Standard Risk Measure which allows investors to compare investment options.] 

	6 – High
	6 – High

	Suggested minimum length of investment
	5 years
	5 years

	Tax aware level
	Tax enhanced
	Tax optimised

	Buy/sell spread
	0.19%/0.18%
	0.18%/0.18%

	Investment management fees and costs[footnoteRef:3]  [3:  Investment management costs include investment manager’s fees, estimated investment expense recoveries and other indirect costs as a percentage of the total average assets of the investment option based on the latest information available, but excludes investment performance fee costs that may be charged or incurred by the investment manager and exclude indirect transaction and operational costs (refer to the Product Disclosure Statement for further information about fees and costs). ] 

	0.88% p.a.

	0.88% p.a. 

	[bookmark: _Hlk140074349]Performance fees
	Not applicable
	Not applicable

	Indirect transactional & operational costs (estimated)[footnoteRef:4] [4:  Estimate of transactional and operational costs incurred by the investment option are based on the latest available information. These are current estimates that may change.] 

	0.38% p.a.
	0.17% p.a.




ABOUT THE GENERATION LIFE TAX EFFECTIVE GROWTH FUND 
What is the strategy and how will it be managed?
The fund will typically invest in a diversified portfolio mix with exposure to growth investments of around 70% and defensive assets of around 30%. The fund aims to provide long-term capital growth by investing in a range of global asset classes. In actively managing the portfolio, the manager will tactically allocate investments across asset classes and geographic areas (including emerging markets) based on their potential to generate capital growth or reduce overall risk. The fund may use derivatives for efficient portfolio management and investment purposes. The manager will seek to manage the portfolio in a tax-aware manner.

The manager’s investment process is based on proprietary research, capturing the asset allocation perspectives of the Fidelity multi asset investment team, combined with the fundamental and bottom-up insights of Fidelity’s global research platform. 

The manager utilises a full range of multi-asset and multi-manager investment strategies to implement its investment views, including active and passive strategies. This enables the manager to access a diversified range of best-in-class investment strategies in a cost-effective manner. 

The manager follows a strategic asset allocation and tactical asset allocation process which are based on a quantitative capital markets and scenario testing model, which is overlaid by regular forums for debate, discussion and challenge. To achieve better portfolio outcomes the manager believes that idea generation, asset allocation, strategy selection and investment implementation play a vital role in the operation of a successful portfolio. 

There are four key elements to the investment strategy design which are expected to lead to enhanced outcomes for investors:

Focus on after tax returns – the investment manager’s tax aware process considers the investment vehicle(s) chosen to make the investment, the tax impacts of trading decisions, factoring in the value of franking and other tax credits, and managing to limit tax-inefficient portfolio rebalancing.
Utilising the investment bond tax structure – the portfolio has been designed to take advantage of the investment bond tax structure specifically to reduce the level of taxable income incurred by the portfolio, which over time is expected to provide a considerable compounded tax benefit.
Tactical asset management – Fidelity has a logical and robust framework to tilt the portfolio based on fundamental analysis on where asset and sector valuations sit through a market cycle to improve return outcomes. 
Cost effective access – Fidelity’s scale, presence in markets globally and its track record provides it with the ability access leading investment managers and strategies from around the world in a cost-effective manner.
Who is it suitable for?
The fund provides diversified exposure across a range of asset classes, with a focus on growth assets. The fund is suitable for investors with an investment time horizon of at least five years. The fund utilises a multi-asset and multi-manager investment approach and is therefore subject to market risks and movements (both positive and negative) as well as the performance of the underlying investment managers. Investors should be aware of, and comfortable with, the potential for the fund to experience periods of negative returns.
About the manager
FIL Investment Management (Australia) Limited (‘Fidelity’) is part of parent company Fidelity International which was founded in 1969 as the international arm of Fidelity Investments (founded in Boston, US in 1946). Fidelity International became independent of the US firm in 1980, and now invests AUD$1,080m (as at 31 March 2023) on behalf of more than 2.8 million clients globally. Fidelity International remains a private company – predominantly owned by management and
RECOMMENDATION
I have recommended including the Generation Life Tax Effective Growth Fund in your investment bond portfolio which Generation Life has updated to provide for Fidelity as the investment manager.




Important information
The product description and sample wording above have been prepared by Generation Life Limited (‘Generation Life’) ABN 68 092 843 902 AFSL 225408 as a guide only to assist you in developing your own Statement of Advice (SoA) or Record of Advice (RoA) when providing advice about Generation Life investment bond products to your clients. 
This information may not be considered complete as it does not consider your clients’ personal situation, needs or objectives – it is your responsibility to consider these aspects when formulating the SoA or RoA for your clients. Before making an investment decision or tendering of advice based on anything in this document, you need to consider whether any general advice in this document is appropriate to the particular investment needs, objectives and financial situation of the person(s) making the investment and/or receiving the advice. 
This document may contain general advice in relation to financial products. Generation Life is not authorised to provide personal advice and accordingly has not considered any individual person’s financial situation, needs or objectives. Generation Life is not responsible for any personal advice you provide, even if it is based on this document. 
It is important to note that some product features may not be fully explained, some words or phrases have a specific meaning and rules may apply to the availability of certain features and options. For these reasons, this SoA or RoA should be used in conjunction with the terms and conditions set out in the Generation Life Investment Bonds Product Disclosure Statement (PDS). 
Should you choose to use all or part of this template to fit with your particular SoA or RoA, this is at your discretion. The law applying to SOAs and RoAs is subject to amendment and reinterpretation at any time. This document is based on information from the PDS.
The document contains references to financial products issued by Generation Life in its capacity as a life insurance company under the Life Insurance Act 1995 and as the issuer of the interests in Generation Life Investment Bonds. This document does not constitute an offer of interests in the Investment Bonds. Such offers will only be made in a copy of the PDS and anyone wishing to acquire interests in the Investment Bonds will need to complete the application form accompanying the PDS.
Generation Life believes that any advice and information in this document is accurate and reliable, but no warranties of accuracy, reliability or completeness are given (except insofar as liability under any statute cannot be excluded). No responsibility for any errors or omissions or any negligence is accepted by Generation Life or any of its directors, employees or agents.
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	Phone 
Email
	1800 333 657
enquiry@genlife.com.au
	Postal Address 
	GPO Box 263
Collins Street West 
Melbourne VIC 8007
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