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Lonsec Research Pty Ltd (Lonsec) publishes a quarterly update on the outcomes of its operational filter and research 
process. This is intended to provide clients with further transparency and perspective regarding the outcomes of 
these processes. 

Lonsec’s Operational Filter 
Prior to being contracted for research, all new financial products must pass Lonsec’s operational filter. The 
operational filter ensures that there are no operational roadblocks impeding the research process once a research 
agreement is signed. The operational filter includes items such as the provision of data to Lonsec’s data provider, the 
existence of a Product Disclosure Statement and where relevant, the satisfaction of basic risk/return metrics. 
Over the three months to 30 September 2024, Lonsec put 57 financial products through its operational filter, with 45 
passing and 12 not satisfying Lonsec’s requirements, as outlined below.  
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New Financial Product Ratings 
Over the three months to 30 September 2024, Lonsec put 27 new financial products (i.e., not previously rated by 
Lonsec) through its research process. The chart below provides a summary of the ratings outcomes for these 
financial products.  

 
The Screened Out rating is assigned to new financial products that do not meet Lonsec’s criteria for an investable 
rating. During the September 2024 quarter, 0 new financial products were ascribed a Screened Out rating.  

The Discontinued Review is a status that is applied where a fund manager that has approached Lonsec and agreed 
to tender a financial product for assessment, subsequently elects to discontinue participating in the Review prior to 
its completion for any reason, other than the financial product being closed or unavailable to retail investors. During 
the September 2024 quarter, 0 new financial products were ascribed a Discontinued Review status. 
Over the three months to 30 September 2024, Lonsec published a rating on a total of 135 financial products. The 
chart below provides a summary of the ratings outcomes for these financial products.  
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The chart below shows the ratings distribution of all financial products rated by Lonsec as at 30 September 2024.  

 

 

 

 

 

 

 

 
 

 

This skew of ratings towards Investment Grade and Recommended is expected, given Lonsec’s historical bias to rate 
only those financial products it considered most likely to add value to investor portfolios and more recently, fund 
managers’ tendency to present only those financial products in which they have a high degree of confidence of 
satisfying Lonsec’s ratings criteria. 
An explanation of the ratings is set out below. 
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* ASTERISK DENOTES A FINANCIAL PRODUCT STATUS, NOT A FINANCIAL PRODUCT RATING
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Managed Funds Ratings  
The rating system designates financial products under the categories of Highly Recommended, Recommended, 
Investment Grade, Fund Watch, Redeem and Screened Out. These ratings reflect Lonsec’s degree of conviction in the 
financial products’ ability to generate risk adjusted returns in line with relevant objectives 

Highly Recommended The Highly Recommended rating indicates that Lonsec has very strong conviction the 
financial product can generate risk adjusted returns in line with relevant objectives. The 
financial product is considered a preferred entry point to this asset class or strategy. 

Recommended The Recommended rating indicates that Lonsec has strong conviction the financial 
product can generate risk adjusted returns in line with relevant objectives.  The financial 
product is considered an appropriate entry point to this asset class or strategy. 

Investment Grade The Investment Grade rating indicates that Lonsec has conviction the financial product 
can generate risk adjusted returns in line with relevant objectives.  However, if 
applicable, Lonsec believes the financial product has fewer competitive advantages than 
its peers. 

Fund Watch The Fund Watch rating indicates that no new investment into this financial product is 
recommended. A significant change has occurred with the financial product and a 
detailed assessment of the change is needed and / or series of rectifying actions required 
prior to this rating being changed. 

Screened Out The Screened Out rating indicates that Lonsec currently does not have conviction that 
the financial product can generate risk adjusted returns in line with relevant objectives.  
The financial product currently has insufficient competitive advantages relative to its 
review peer group (if applicable). 

Redeem The Redeem rating indicates the financial product is no longer considered worthy of 
investment for any time period and investors should immediately redeem units from 
the financial product, subject to seeking financial advice. 

 

The binary rating scale of Approved / Not Approved will be used where any of the following applies:  
• The lack of a meaningful peer group (as defined by Lonsec) renders a tiered rating scale less relevant. If a peer 

group subsequently develops, then Lonsec may adopt a tiered rating scale.  
• The product pricing is subject to continual change.  
• Lonsec’s review is confined to the product structure and investment returns are dependent on an investor’s 

selection from an underlying menu, such as range of ASX listed securities.  
• The pay-off to investors is defined at the outset and requires investors to have a definitive view. 

Financial Products Withdrawn from Research Process 
The following are statuses, not ratings. They articulate the circumstances under which a financial product was 
withdrawn from Lonsec’s researched universe. 

Discontinued 
Review 

The Discontinued Review status is applied where a fund manager that has approached 
Lonsec and agreed to tender a financial product for assessment, subsequently elects to 
discontinue participating in the Review prior to its completion for any reason, other than 
the financial product being closed or unavailable to retail investors. The Discontinued 
Review status will be published on the Lonsec website. 

Ceased Coverage The Ceased Coverage status is applied to financial products where fund managers 
withdraw from the Lonsec research process after the research process has been completed.  

Closed / Wind Up The Closed / Wind Up rating is applied to a financial product when the fund manager 
advises Lonsec that the financial product is being wound up and the capital is to be 
returned to investors 
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IMPORTANT NOTICE This document is published by Lonsec Research Pty Ltd ABN 11 151 658 561, AFSL No. 421445 (Lonsec).  
Please read the following before making any investment decision about any financial product mentioned in this document.   
Disclosure as at the date of publication Lonsec receives fees from fund managers or product issuers for researching their financial 
product(s) using comprehensive and objective criteria. Lonsec receives subscriptions for providing research content to subscribers 
including fund managers and product issuers. Lonsec receives fees for providing investment consulting advice to clients, which 
includes model portfolios, approved product lists and other advice. Lonsec’s fees are not linked to the product rating outcome or 
the inclusion of products in model portfolios, or in approved product lists. Lonsec and its representatives, Authorised 
Representatives and their respective associates may have positions in the financial product(s) mentioned in this document, which 
may change during the life of this document, but Lonsec considers such holdings not to be sufficiently material to compromise any 
recommendation or advice.   
Warnings: Past performance is not a reliable indicator of future performance.  The information contained in this document is 
obtained from various sources deemed to be reliable. It is not guaranteed as accurate or complete and should not be relied upon as 
such. Opinions expressed are subject to change. This document is but one tool to help make investment decisions. The changing 
character of markets requires constant analysis and may result in changes. Any express or implied rating or advice presented in 
this document is limited to “General Advice” (as defined in the Corporations Act 2001 (Cth)) and based solely on consideration of 
the investment merits of the financial product(s) alone, without taking into account the investment objectives, financial situation 
and particular needs (‘financial circumstances’) of any particular person. It does not constitute a recommendation to purchase, 
redeem or sell the relevant financial product(s).  
Before making an investment decision based on the rating(s) or advice, the reader must consider whether it is personally 
appropriate in light of his or her financial circumstances, or should seek independent financial advice on its appropriateness. If our 
advice relates to the acquisition or possible acquisition of particular financial product(s), the reader should obtain and consider the 
Investment Statement or Product Disclosure Statement for each financial product before making any decision about whether to 
acquire a financial product. Where Lonsec’s research process relies upon the participation of the fund manager(s) or product 
issuer(s) and they are no longer an active participant in Lonsec’s research process, Lonsec reserves the right to withdraw the 
document at any time and discontinue future coverage of the financial product(s). 
Disclaimer: This document is for the exclusive use of the person to whom it is provided by Lonsec and must not be used or relied 
upon by any other person. No representation, warranty or undertaking is given or made in relation to the accuracy or 
completeness of the information presented in this document, which is drawn from public information not verified by Lonsec. 
Financial conclusions, ratings and advice are reasonably held at the time of completion but subject to change without notice. 
Lonsec assumes no obligation to update this document following publication. Except for any liability which cannot be excluded, 
Lonsec, its directors, officers, employees and agents disclaim all liability for any error or inaccuracy in, misstatement or omission 
from, this document or any loss or damage suffered by the reader or any other person as a consequence of relying upon it. 
Copyright © 2024 Lonsec Research Pty Ltd (ABN 11 151 658 561, AFSL No. 421445) (Lonsec). This document is subject to copyright 
of Lonsec. Except for the temporary copy held in a computer's cache and a single permanent copy for your personal reference or 
other than as permitted under the Copyright Act 1968 (Cth), no part of this document may, in any form or by any means 
(electronic, mechanical, micro-copying, photocopying, recording or otherwise), be reproduced, stored or transmitted without the 
prior written permission of Lonsec. 
This document may also contain third party supplied material that is subject to copyright.  Any such material is the intellectual 
property of that third party or its content providers. The same restrictions applying above to Lonsec copyrighted material, applies 
to such third party content. 

 


	Lonsec’s Operational Filter
	New Financial Product Ratings
	Managed Funds Ratings
	Financial Products Withdrawn from Research Process

