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Important Information

© 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. No part of this document may be 
reproduced or distributed in any form without the prior written consent of Morningstar.

Any general advice or ‘regulated financial advice’ under New Zealand law has 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. For more information refer to our Financial Services Guide (AU) and Financial Advice Provider Disclosure Statement (NZ) at 
http://www.morningstar.com.au/s/fsg.pdf and http://www.morningstar.com.au/s/fapds.pdf. You should consider the advice in light of these 
matters and if applicable, the relevant Product Disclosure Statement before making any decision to invest.

This presentation may contain certain forward-looking statements. We use words such as “expects”, “anticipates”, “believes”, “estimates”, 
“forecasts”, and similar expressions to identify forward-looking statements. Such forward-looking statements involve known and unknown 
risks, uncertainties and other factors which may cause the actual results to differ materially and/or substantially from any future results, 
performance or achievements expressed or implied by those projected in the forward-looking statements for any reason.

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. Morningstar’s full research reports are the source of any 
Morningstar Ratings and are available from Morningstar or your adviser. 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.
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Objectives

Share how we plan 
to increase our 

coverage in 2023

Ensure ongoing 
data provision
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Agenda

Introduction to the Medalist Ratings
Annika

Why is it important for investors, 
advisers & asset managers
Rick

How it works
Annika

How asset managers can work 
with us, key data required
Greg

Timeline
Annika

Questions
Annika, Rick, Greg



What are the Medalist Ratings?
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Morningstar Pillars

Process High

People High

Parent Above Average

Morningstar’s Ratings Systems - Australia

Forward Looking Ratings Backward Looking RatingsCommitment Assessment

Data is the bedrock of Morningstar’s Research

Data sophistication is a spectrum

Introducing the 
Morningstar 

Medalist Rating, 
set to launch 

in 2023

Morningstar 
Medalist Rating
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The Medalist Rating is underpinned by three Pillars –
Parent, People and Process, and these can be assigned 
by an analyst (directly or indirectly) or our machine-
learning algorithm, to deliver a single effective forward-
looking ratings system.
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Algorithmic Ratings and the Australian Universe – 5 Year Study

Date: 9/30/2022. ©2022. Morningstar. All rights reserved. “Australian Universe” represents open-ended schemes and exchange traded funds (excluding superannuation and pension funds) across Equity, Fixed Interest and Allocation strategies. 

Growth of $1 Excess of Category Average
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What Does Good Research Output Look Like?

▪ User-pays business model

▪ Ratings spread

▪ Research coverage 
selection processes

▪ Consistent methodology

▪ Global analyst model



Why are the Medalist Ratings 
important for investors, 
advisers and asset managers?
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Investment Research is Integral to Our Mission

Investment
Research

Empowering
Investor
Success

Know Your Market

Know Your Client

Know your Product 
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Morningstar Research Business Summary

▪ We have the Brand

▪ No pay for play to produce Research or Ratings

▪ Ratings reach

▪ Geographic reach

▪ Customisable solutions

▪ Appropriate separation of duties and reporting lines

I N D E P E N D E N C E  &  B R A N DL E A D I N G  P O S I T I O N #

▪ > 7500 financial professionals

▪ ~6000 advisers 

▪ > 1700 AFSLs

▪ > 150 Asset Managers

▪ Top 10 platforms

▪ Data > 10,000 funds

Source: Usage Stats, as at 30 Sept 2022, ~ On the basis of quality data being received
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Business Case for Medalist Ratings

▪ Our ratings are ubiquitous, Ratings are a quality ‘Gate’ 

▪ The industry is changing

▪ Growth of the managed investment universe > 1m by 2025 

demands scalability

▪ Scalability without breaking our Independent business 

model – we don’t charge to produce research or a rating

▪ Solution: Scaling our Analyst efforts, using technology 

without affecting our Independent Business Model

▪ Why Now? Results over past 5 &10 years meets efficacy 

expectations

▪ Result: Increased impact of ratings for our users, 

simplification & natural evolution

Changing 
Investor

Blurring 
Industry 

Lines

Expanding 
Medallist 
Ratings

▪ Personalised 
Portfolios

▪ Digital Delivery & 
Engagement

▪ Best Interest

▪ Model Portfolios & 
preferences

▪ Wealth, Asset 
Management

▪ Advice business 
proposition via 
funds & managed 
accounts

▪ M*’s expanding 
ratings coverage

▪ We intend to rate 
“everything”

▪ Digital Consumer

▪ Social Networks

▪ Generational & 
Gender shift

▪ Technology

▪ Customisation 
of Portfolios

Drive to Open 
Architecture
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Barriers to Entry Reduced – Democratising Ratings

▪ ASIC recognition via Report 702, that Research houses act as 
gate keepers

▪ Gate keeping affects the flow of capital and barrier to entry

▪ Morningstar’s intent is to reduce barriers to entry

▪ Medalist Ratings democratises ratings 

Lowers the barriers to entry and improves the likelihood of access
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Use Case: 1/3 Advisers Build Portfolios, majority modify. ~20%  outsource 
Research = Advice Decision Support to Comply with FASEA 5 & 6

▪ Basis of Advice for recommendations

▪ Support to validate Best Interest 
recommendations

▪ Documentary evidence of considered 

thinking (documents matter!)

▪ Comparison of options & 
discernment

▪ Models portfolios 

▪ Client preference recognition

▪ Client Communication and Review 

support

Source: Investment Trends as at December 2021
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AFSL Use Case - Ratings as Quality Control & Gate Keeping

Source: Morningstar Direct as at 30 October 2022
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Adviser Use Case: One is a fact sheet – One is Research
Support BID recommendations with Research

Source: Morningstar Advisor Research Centre



How does the Medalist Rating work?
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Importance Of Pillars – Parent, People, Process

Pillar Description

Active 
Methodology 

Weight

Passive 
Methodology 

Weight

Parent – assessment of 
the asset management first

10% 10%

People – assessment of the 
investment professionals

45% 10%

Process – assessment of 
the investment process

45% 80%

Source: Morningstar Analyst Rating Methodology
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Pillars Assignments – The Morningstar Medalist Rating

Algorithmically AssignedDirectly Assigned, 
by Analyst

Indirectly Assigned 
(inheritance logic applied), 

by Analyst
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“Indirectly Assigned by An Analyst” - Inheritance is a Natural Evolution –
Initial Australian Findings

▪ Inheritance is expected to drive a large portion of algorithmically derived ratings and text.

▪ 60%* of additional ratings inherit at least one pillar score and text from 

an analyst

− 11%* expected to inherit all three pillar scores

− 25%* expected to inherit two pillar scores

− 24%* expected to inherit one pillar score

*Estimates based on available universe of products as at 30 June 2022
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Algorithmically Assigned Pillars - Random Forest Model

Pillar Score

Source: Morningstar, Inc.
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Two Models – Positive And Negative

Source: Morningstar, Inc.
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How the Medalist Rating Appears In Products?

N E W  D A T A  P O I N T

Analyst-Driven 
Proportion

N E W  D A T A  P O I N T

Percentage (%) 
Data Coverage
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US Case Study – Managed Investment Report



How Asset Managers 
Can Work With Us?
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We have a global and local 24/5 service model to support asset managers

Morningstar has significant resources asset managers can use to 
ensure their data is up to date

UP TO
DATE

DATA

400+
DATA

ANALYSTS

24/5
EMAIL

SUPPORT

5
LOCAL DATA

CONSULTANTS
Five local data consultants singularly focused on AU/NZ markets 

24/5 Level 2 email support dedicated to Asset Managers

400+ Data Analysts ensuring your data is up to date across three 
data centres
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Let's work together

▪ We need to work through gaps, and define reporting cadence that 
supports this, and works for you.

▪ Data provision needs to be operationalised within your firm

▪ We have created online documentation of when, what and how to 
ensure your rating stays up to date, and accurate
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Rating Requirements?

▪ Esoteric categories

▪ Funds classified as a zero-fee 

fund or Morningstar fund

▪ <80% Data Coverage

▪ No fee data

▪ No TMD (initial and ongoing) 

for retail funds

E X C L U S I O N S E X C L U S I O N S



30

Rating Requirements?

▪ Open-end funds / trusts

▪ Exchange-traded funds

▪ Closed-end funds

I N V E S T M E N T  T Y P E S  I N C L U D E D I N V E S T M E N T  T Y P E S  E X C L U D E D
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Rating Requirements?

▪ Strategy / fund to be 
activated in M* system

▪ Product disclosure statement

▪ Target market determination

▪ Unit prices / distributions

▪ Fees and costs

▪ Portfolio holdings data; asset 
allocation data

▪ Fund size and flow data

▪ Manager information 
(including tenure and 
alignment to strategy)

W H A T ’ S  R E Q U I R E D ?
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What’s Important To Receive A Rating / Best Possible Rating?

▪ Fulsome and consistent provision of data. Ratings will cease for strategies 

where data is not provided. 

▪ All funds in your product suite to be rated – asset managers will not be 

able to selectively provide data for some of their ‘better’ funds and not 
provide data for funds where they believe a Neutral or Negative Rating 

will be issued.

▪ Ratings will be capped at Bronze for asset managers who do not provide 
Portfolio Holdings Data

▪ People Pillar scores will be capped if Manager Tenure data is not provided
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Next Steps

Manager information 

requirements are 

coming your way 

in December

Set up some time 

with your local data 

consultant in early 2023 

to go over any gaps

Don’t leave this 
until the 

last minute 



Timeline and Key Milestones
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01 02 03 04 05

a. Methodology and rules 
for an Australian market

b. Internal Communication

c. Business agreement on 
key milestones and 
internal process 
development

a. Asset Management 
engagement templates

b. Asset Management 
Event (28 Nov-30 Nov)

c. Data collection/data 
uplift to support 

d. Product Development to 
accept new Medalist 
Rating and Pillar detail

a. Medalist Ratings 
Surfaced – rebranding 
the Analyst Ratings

b. All Pillars Directly 
Assigned by Analysts

c. No expected uplift in 
coverage

d. Focus on market 
engagement

a. Medalist Rating 
Methodology expands

b. Minimum two Pillars to be 
Indirectly Assigned by 
Analysts

c. Third Pillar to be 
Algorithmically Assigned 
if there is 100% Data 
Coverage

a. Final phase: Pillars may 
be Directly or Indirectly 
Assigned by Analyst or 
Algorithmically Assigned 
if there is >=80% Data 
Coverage 

b. Capability to rate 
Managed Accounts & 
Super Funds in the future

Deliverables Sequencing

Approach & 
Framework

Asset Manager 
Engagement 

Phase 0 Phase 1 Phase 2

2H 2022 From 2H 2022 2Q 2023 3Q 2023 4Q 2023



Thank You


