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A Word from Chris About Super

So here we are, June already
and hopefully we can get
this out to you before the
end of the financial year.

About Super -

Just a reminder to have your
super contribution paid in
before the 30th June.
“Co-contribution”= Personal
contribution if you earn less
than $31,920 gross per
annum, you are entitled to a
Co-contribution amount
equal to the sum of your
personal contribution to a
maximum of $1,000.

If you earn between $31,920
and $61,920 gross per
annum, your entitlement is
subject to a sliding scale, up
to a maximum of $1,000.

Concessional contributions
is sometimes a misunder-
stood term. They are super
contributions made by or in
respect of an individual for
the financial year that are
included in the assessable
income. The following con-
tributions count towards the
“Concessional Cap” for this
financial year.

Employer’s Contribution
for superannuation guaran-
tee purposes = 9%

Salary Sacrifice
Contributions made by an
employee in respect of an
employee from before
taxable income.

Personal Super
Contributions made by a
Self Employed person.

What is the “CAP”

The concessional contribu-
tions CAP is $25,000 per
annum, indexed for the 2009
- 2010 Financial Year and
later financial years
(previously $50,000). The
annual CAP on concessional
contributions applies per
annum per person;
irrespective of the number of
employers contributing on
behalf of that person. For
example, even if a person
works for three separate
employers, the concession
contribution CAP for the
individual for 2009-2010 is
$25,000 per annum per
employer.

A transitional Concessions
Contributions CAP of
$50,000 per annum applies
for those aged 50 and over
(indexed) permanently now,
but only for those who have
total super balances of under
$500,000

Government Super
Contributions tax rebate
for low income earners.

The Government will make
a super contribution of up to
15% of the concessional
contributions made by or for
individuals on adjusted
taxable incomes (ATI) of up
to $37,000 (not indexed),
subject to a maximum limit
of $500 (not indexed). This
will apply from July 2012
and paid into the person’s
super account in the 2013/14
financial year.

This means that clients with
ATI’s of $37,000 or less, in

effect, will not pay contribu-
tions tax on concessional
contributions. Take for
example a client on ATI of
$35,000. The 9% SG
payable on this amount is
$3,150 and will currently
result in a net contribution of
$2,677 in the super fund.
Under this measure, the
client’s super fund would
receive a Government
contribution of $472.50 in
the following financial year
increasing the contribution
amount by $3,150.

The Government will
consult on details of the
changes.

Comments:

This measure may encour-
age some clients on lower
incomes to salary sacrifice
more to super to take
advantage of the maximum
limit. Self employed clients
that meet the 10% test and
those not working but who
have investment income,
may also take advantage of
the measure by making
concessional contribution if
their ATI is less than
$37,000.

I hope this helps.
Stay warm and safe.
Wishing you all the best.

Chris
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Understanding Currency Risk

Ex-

A key point of difference between owning
domestic and overseas assets is that foreign [EES—_ Value change
investments expose your portfolio to changes in i $Us e
exchange rates. This is because international
shares are purchased in the currency of their
home country. 1000 50 50,000 .80 $62,500
When money is converted into a different 1000 50 50,000 70 $71.429
currency to make an |nvestrT1ent, changes in t.he As a result of the falling Australian dollar,

value of that currency relative to the Australian | ha share value denominated in US dollars

. dollar will affect the total loss or gain on the has risen by $8,929.

| investment when the money is converted back.
Let’'s explore the i mpldawtdopol manageswrericy nsk?t u at i

tity

your international investment. Hedging is a strategy used in an attempt to
reduce the risk and impact of adverse
A key point of ~ Effect of changing Australian Dollar currency movements. Essentially it is
difference A raising Australian dollar will decrease the defined as an activity whereby an investor
between value of your international investments. This is seeks to protect an investment by taking a
owning because your overseas shares now buy less counteracting position — i.e. the investor
. Australian dollars than when you first invested may hedge some currency exposures back
domestic and into Australian dollars to protect the
overseas Conversely, a falling Australian dollar will investment when the dollar is rising.
increase the value of your international The relative merits of currency hedging
assets is that  jhyestments. have been the subject of considerable

Let’s assume you hayv ecoriroversy h tinvestnget @ircles avarrthe s i n
American company at a value of $50 each. Ifthe Vyears. As might be expected, there are
investments  share price remains constant but the value of multiple viewpoints both for and against

the Australian dollar goes up against the Ameri- hedging away currency risks. A different
EXPOSe your  c3n dollar, the actual value of your investment approach to currency hedging within a
portfolio to falls. In this example there is no actual change in portfolio can lead to very different out-

foreign

the value of the American comes, it’s important t
changes in company, however the value of your invest- I hvest ment manager’'s a
h ment has fallen. To hedge...
exchange In the next example, the American dollar has not Hedging generally involves the use of
rates. changed in value but because the Australian derivatives. A fund manager that uses
hedging may either fully hedge their portfo-
Ex- lio or partially hedge their portfolio to
Stock  Stock Value change reduce the impact of currency fluctuations.
quan- price $UsS Rate
tity $US $AIBUS Or not to hedge... ?
An unhedged portfolio means that the fund
manager does not engage in any activity to
1000 50 50,000 10 $71,429 protect the currency, nor try to add value
1000 =0 50000 80 $62.500 through currency transactions.
Generally the returns on a hedged fund will
As a result of the raising Australian dollar, more closely reflect the return of the actual
the share value denominated in US dollars investments themselves that would an
has fallen by $8,929. )
unhedged fund as there is a much smaller

currency impact on the overall return.
dollar has fallen, the value of the investment has  Which approach is better?

in fact risen. This is because your international Like all investments decisions, that depends

investments would now buy more Australian on your individual investment aims and risk

dollars than before when converted back into objectives. Whether a portfolio should be

Australian dollars. hedged, hinges on what global assets are
being invested in and your risk/return
objectives.

[part.con

Source: Zurich Investments
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A funny story from our broker friend in Port Lincoln

If you are a fan of the
comedy "Little Britain"
then you will no doubt be
familiar with the bank
manager that delivers the
answer, "computer says
no" to any potential
borrower she/he doesn't
like. Well guess what,
computer aided credit
decisioning is now on our
shores and it isn't a very
funny story.

We recently had a client
looking to buy a $490,000
two bedroom unit and
they needed to borrow
90% of this amount. The
client could afford to
borrow twice this amount
with the strength of their
income. This was almost
a dream client......

The bank then faxed
through a "decline" notice.
The reason? - "failed
credit score",

Almost unbelievably, the
bank credit officer could
not tell us why the
application was declined
because he was "not privy
to the computer's
decisioning criteria".

That sounds like
"computer says no" to
me.

After a bit of coaxing we
managed to get a
guesstimate from the
credit officer; "The client
has too much activity on
his Veda credit report".
We later found out that
this client had applied for
credit five times over the
last twelve months with
four different banks. Can
you believe that this was
the reason the computer
said no? Talk about
throwing the baby out with
the bath water.

Fortunately this client's

trusty mortgage adviser
managed to get a Statutory
Declaration completed
confirming that none of the
five credit applications were
proceeded with and as a
result, "the human said

yes".

We did some more
investigating and found out
that three or more credit
enquiries will score poorly
with most lenders. This is
one of the few occasions in
life where it doesn't pay to
shop around. Another good
reason to "choose a
Smartline broker". We can
do the shopping around
without multiple applica-
tions.

David Stoeckel

Finding Property Investment with Low Riskd Anthony Frasca
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"computer
says no"
to any
potential
borrower
she/he
doesnot
"the human
said yes"

Nowadays you will notice more and
more people are becoming attracted
to owning rental property as a way to
build wealth. To be successful in
finding a profitable property you
need to develop wide connections
and do plenty of research. There are
many ways to find good property
investments.  You can determine
good properties by networking with
real estate agents, your accountant
and mortgage broker.

As a good investor, you need to
determine how long you will own a
rental property before you decide to
invest. You will have to spend
money on the maintenance and
improvements of the property con-

tinually during your investment
period. If you decide to invest for 20
years, you will need to take care of
the appliances and you might need to
make some major capital improve-
ments to increase the value of your I
investment.

There are also some risks if you

decide to invest in a property for a
shorter period as it could become
undervalued in five years, especially
if you buy during an overheated

market. This situation demands a
higher potential return each year, so it
can cover all the risks. It is why
more investors prefer to choose long
term investment, as not only are you
free from the swings of the market,

but you will also still be earning an
income from your day job.

You have to remember that lenders
will commonly require you to make a
larger down payment to secure a loan
with a lower interest rate charged and
avoid mortgage insurance. You can
try to keep your credit card as well as
other consumer debt under good
management, so you will have better
prospects to get a polite loan.

Anthony Frasca 0412 659 407.



The information provided in this newsletter is of a general nature only and does not constitute
financial advice or a recommendation. You should obtain and consider a Product Disclosure
Statement (PDS) before making any decision to acquire a product. Please seek expert advice from

a decision on your financial situation.

MO N E a qualified and experienced Financial Planner or accountant or other professional, prior to making
Detailed information on our services and fees is provided in our Financial Services Guide, which is

WO H K provided prior to or at the first consultation and is also available on request.

135 FULLARTON ROAD
ROSE PARK SA 5067

PO BOX 241
KENT TOWN SA 5071

PH: 08 8304 8088

FAX: 08 8431 8211

EMAIL:-
vicki@moneyworkspl.com.au

If you like the work we do for you,

the greatest compliment that you can

give us,
is to recommend

As many of our clients have Money Works Financial Planning
their own successful small Pty Ltd
businesses, we will be . .

advertising on behalf of our to your friends and famlly-

clients in each of our quarterly
newsletters.

If you would like us to display

your business details in our Wedre on the w é

next issue, please contact
Vicki on (08) 8304 8088
or email

Visit www.moneyworkspl.com.au

Vicki@moneyworkspl com.au We respect your privacy. Should you wish not to receive future newsletters,

please contact our office.

Money Works Financial Planning is a Corporate Authorised Representative of Millennium3 Financial Services Pty Ltd
ABN 61094529987 AFSL 244252 Unit 7, 50 Borthwick Ave Murarrie QId 4172

FORTESCUE Response to Resource Super Profit Tax
Newsletter to Shareholders

(RSPT) is bad for every

We are bewildered by the Australian. It harms the
Government &s i MgiRgjinfystyy gnd psge-
consult on this poorly thought  Cially Fortescue and we are
out proposal. They introduced urging Fhe Government to
the tax with no consultation drop this proposal and t_o
before they look into their open a new forum for dia-
budget and no real consulta- logue with all industries to

tion since. | igPuss XEefPMy | ¢ a
this means thgy have dropped | you would like a copy of
on the Australian people a the complete article please

socialist style funding and tax 3|l our office.

device where the Government

is now your silent partner, as Fortescue Metals Group Ltd
per the alarm first raised by Herp Elliot AC

your CEO. The tax is simply a Chairman

huge new take dressed up as
a project funding contribution

where it makes none. E
In short, we believe the o
Resource Super Profits Tax Eg!slg?ﬂ;j oE

Fundraiser Reminder
The Rotary Club of Kent Town

Will once again, be hosting :- ‘
Christmas in July
A fundraiser for Rotary Shelter Box '

The event this year will be held at:-

Walﬁefield Function Room @

O[Id Age}aide Inn
160 O'Connell Street
North Adelaide

The cost for this worthwhile event is $65 per person,
which includes a 3 course meal, with coffee to follow.

Alcohol can be purchased over the bar.
There is a wonderful guest speaker, great company
and an opportunity to have a memorable evening

while donating to a very worthwhile cause.

Call our office on 8304 8088 to reserve your ticket




