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END OF THE NAUGHTIES

We are approaching the end of the first decade of the new millennium.

I won’t be sorry to see it go. It has been the worst decade for managed investments almost ever. The real problem was that international shares lost money for the whole decade, and property securities made close to nothing.

Australian shares were OK, but not great, so managed “balanced” funds (super funds, allocated pensions and investments portfolios) made not much more that 3% per year after fees. No wonder some (relatively unsophisticated) people think super is some kind of diabolical government plot to take their money.

I remain a believer in cycles. Nothing booms or busts forever. The next decade is likely to be better than the last.

DOLLAR COST AVERAGING

Interesting fact. The Colonial First State Geared Share Fund, which we often use along with the share index fund, has the following figures;

On 20 October 2007 the price was $5.7178, so $1 000 that month bought 174.89 shares. By 20 Feb 2009 the price had dropped to $1.0028, so $1 000 bought 997.21 shares, so which was the better month for dollar cost averagers?

It recently got to $1.68, so $1 000 invested on 20 Feb 2009 is currently worth $1 675. Dollar cost averaging enjoys falling markets, even if the capital balance is better hidden from your spouse.

LAST 2 YEARS TO PUT $50 000 INTO SUPER
We are now in the second last year where the limit of $50 000 concessional (deductible) into super applies for those 50 and over. After that it goes to $25 000 if your super balance is over $500 000. (There are ways to keep this down by splitting with a spouse).
Make the most of it by going as close to the maximum of $50 000 as you can afford to salary sacrifice (but make sure that all deductible contributions do not exceed $50 000).

CHILD WITH DISABILITY - TAX BENEFIT

Not sure if this applies to any of our clients, but 
be aware that a minor under 18 who has a disability is taxed as a major, so one can make tax effective trust distributions to them. Normally kids below 18 are taxed at maximum tax rate on unearned income, but not a minor with a disability.

Worth checking with your tax accountant if you think it might apply.

WORKING AFTER 65

 If a client is working after age 65 and getting some age pension, which is reduced under the incomes test, then capital amounts withdrawn from an allocated pension should be taken as a part commutation, not extra pension drawings. I don’t expect my clients to be aware of all these rules, but check with me before making any withdrawals from allocated pension if you are over 65 and subject to the age pension incomes test rather than assets test, as it also changes the annual deductible amount.
$1 000 GOVERNMENT CO-CONTRIBUTIONS

If you’re working and earning less than $61 920 you really should consider making a non concessional (undeducted) contribution of        $1 000 to your super. Do it now, don’t wait for June ’11. The government will co-contribute up to $1 000 to your fund. There is no contributions tax on non concessional contributions or government co-contributions. Don’t forget.

ESTATE PLANNING – TIPS OF THE YEAR

I mentioned testamentary trusts as a method of protecting your kids in our last newsletter. Quite 
a few clients asked about them. Some really liked the idea so I referred them to a solicitor. Some said it didn’t apply to them and that’s fine, but if 
anyone wants to know a bit more about them and what they can do please contact me.

I’ve also explained the fact that super and allocated pensions are taxed when inherited by non dependants such as adult children. Spouses are always considered dependants, so this only applies to clients without a spouse or partner. For some clients it might make sense to invest outside the allocated pension area. Each case is different, so check this with me next time you are in.

I’ve already mentioned, and repeat, that if ever your doctor gives you the news that your time here is more limited than expected, contact me to apply financial planning to the situation.
Another good estate planning tip I picked up a while ago is to ensure that you have a file known to your executor, where you keep all your important originals (or reference to where they are stored), plus a cover sheet of your current financial affairs such as bank accounts, shareholdings, investments, super accounts etc. If a bus gets you unexpectedly your executor won’t have to search for investments and quite possibly never find some.

COMPARE THE PAIR

A lady was recently referred to me by an existing client. She had a fair amount in super           ($250,000) invested with a large insurance -superannuation company, but she was not happy with the adviser as he was hard to get hold of.

I had a look at her account. Apart from the 2% entry fee on all deposits (including the initial $250 000) there was an adviser fee of 1.1% p.a., plus fund admin fee of 1.4% p.a. plus an undisclosed investment fee which I would guestimate at 0.5% p.a., so an annual total of 3% p.a. plus 2% entry fee. No wonder the industry funds are entitled to their “compare the pair”.

The total cost of a wholesale Colonial First State super fund is 1.0% p.a., this includes our fee of  0.5%, there is no entry or exit fee, so about a third of the annual cost of her existing fund. I also try to return calls promptly (when I’m not on holiday). Maybe her previous adviser should have done the same, as she’s now changed to my system and guidance.

SPEAKING OF HOLIDAYS

I didn’t take many holidays this past year as I had 
a boy in year 12 and didn’t want to be blamed for taking him away from his studies, but next year I plan to get away a bit more. In October 
I’m going to the Rugby World Cup in New Zealand. I have flights and match tickets, but accommodation is like hens’ teeth. Do any of my clients have a holiday home in Auckland or Wellington?
RETIREMENT HOBBIES
It is often said that having good hobbies to keep you busy and involved in retirement is important, and I’ve certainly seen that in my business dealing with retirees.

A few months ago I decided, because the office was quiet, to take Fridays off. It lasted 3 weeks.     I was bored silly, since all my mates that I could have played golf or squash or tennis with were all working. I haven’t developed any hobbies other than sport.

What made me think of this is today a retired client came in and we spent the whole meeting taking about his hobby of opal cutting and polishing. He spends many hours a week at it and he was bubbling with enthusiasm. His teacher is apparently 90 and doesn’t have enough hours in the day to do all the cutting, polishing and teaching he would like to do.

A great story, plus a useful lesson to develop a hobby for retirement.

CHRISTMAS BREAK
We will close for the Christmas break from Thursday 23rd December and will re-open on Tuesday 4th of January 2011. We are also closing for our Christmas party on the afternoon of Friday 17th December. 
    As another year concludes, we would like to extend our very best ‘Season’s Greetings’ to our clients, their families and friends and hope that 2011 will be a happy, healthy, and better world  for all of us.
GOLDSCHMIDT & CO PTY LTD

DAVID GOLDSCHMIDT C A

Director

Authorised Representative of Goldschmidt & Co

Disclaimer

Every care has been taken to assemble the information in this client newsletter. We believe it to be accurate and not misleading, but can give no warranty or guarantee thereto. Goldschmidt & Co Pty Ltd., its directors and employees expressly disclaim all liability for any loss or damage, which may arise from any person acting on such statements. The comments are of a general nature and clients should take advice on their specific situation.      [image: image3.wmf]   
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