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This newsletter is mostly about me and financial planning. Newsletters should be about you and your money, not me and financial planning, but since there is currently a connection please bear with me.
FOFA (FUTURE OF FINANCIAL ADVICE) LEGISLATION
You may be aware that the government has recently released its draft FOFA legislation, due to start from 1 July 2013.
The main points are:

· A ban on upfront and trail commissions.

· A ban on volume bonuses.

· Clients have to agree to pay fees to advisers in writing every 2 years. If the client does not “opt in” by signing the fee authority then the fee has to stop.

· There will be a statutory duty placed on financial planning firms to act in the client’s best interests.

In my personal opinion these reforms are welcome and long overdue. If they are effective and enforced (I bet some “clever boys” will find a way around them) then they will go a long way to cleaning up the industry and turn it into a profession clients can trust. I am proud of the way I (and many other ethical advisers) run my business, but some of the things I’ve seen, where it’s obvious that the prime motivation for the advice was to make money for the adviser at the expense of the client, should have been illegal and will now become illegal.
At the moment the biggest single place I have clients’ money is Colonial First State Wholesale, where there is no upfront or trail brokerage. Clients pay a fee as disclosed on the application form and is clearly disclosed on every statement they receive. We do not get a volume bonus, so we already comply with FOFA.

So in summary I welcome the proposed legislation, hope it is effective, and we will have no problem complying with the law when it becomes effective, as we have in the past.  
WHEN WILL I RETIRE?

I turn 60 this year and it’s a question I seem to be asked more often.

My current plan is to keep working for quite a few more years (brain and body permitting). There are a number of reasons for this.

  1
I enjoy the work. I enjoy working with people, as the fact is that almost all my clients are simply great people and I enjoy spending time with them or assisting them. The few unhappy clients usually leave, so I’m left with only the nice ones.

  2
The proposed FOFA reforms, if properly implemented, should chase the sharks out and make the profession one to be proud of. I’m looking forward to that.

  3
When I do retire I want to go on a high note. The fact is that the last 11 years have been lousy for managed investments. Clients would probably have done better in term deposits and property, but it’s easy to be clever afterwards. Since I remain confident that markets move in cycles and the things I do are due (overdue) for an upturn, I want to wait until my clients 
have made a decent return and I can pass them on to my successor in good shape. That might not be for a while still, but I expect it to happen.

  4
There is evidence that older people need a “social relevance” in order to maintain wellbeing. This can be charity work, bridge clubs, sports clubs or family, almost anything where you have positive social interaction with other people. We are social animals and it is important for people to make determined efforts not to become socially isolated. My main “social relevance” is helping people with their money, and I don’t want to give that up until I have to. 
So you’re stuck with me for a while still.

A REALLY GREAT READ

A friend I cycle with recently mentioned a book “Younger next year” by Chris Crowley and           Dr Henry Lodge.

It’s only available in paperback so I downloaded the version “Younger next year for Women” onto my iPad.

What a great book. The essential message (explained in various ways) is that we as a species have been hunter gatherers for umpteen thousand years, and accountants for only the last few hundred years, so our bodies, biology and physiology are structured to get out there and physically chase a buck.
When cavemen and cavewomen stopped hunting, their own bodies worked to bump them off quickly, as food was scarce and needed for the young and useful. The author’s message is that we are biologically programmed to get ill and die if we are not out there hunting and gathering.

They did a good job convincing me. In addition to what I was already doing I now go to the gym or fast walk (my knees won’t let me run) every day.

Don’t know what I’m going to do with all this buck meat though.

DO NOT OVERCONTRIBUTE TO SUPER
The tax penalties for exceeding the limits ($50 000 for those 50 and over, $25 000 for those 49 and under) for all deductible contributions are crazily unfair. Make sure your employer does not exceed the contribution limits.

The tax penalties for exceeding the undeducted contributions threshold of $150 000 are even worse, but I am normally aware of my clients’ undeducted contributions and can warn them. I cannot keep track of all my clients’ deductible contributions.

Talking about things I am not aware of, if any of my clients pay personal concessional (deducted) contributions to say an industry super fund, please ensure you complete a section 270D Notice (Intention to Claim a Tax Deduction) form. Funds I use either send a notice or accept my notice, but I can’t answer for funds I don’t normally use.

WORKING?  EARNING LESS THAN $61 920?

If any client is working and has a taxable income below $61 920 (but add back salary sacrifice) then please don’t forget to put $1 000 into your super fund as a personal undeducted contribution to get all or part of the Government’s $1 000 co-
contribution. It can be any super fund, even a 
work one that I don’t advise on.

AGE 60 TAX FREE ALLOCATED PENSIONS

The drawings from an allocated pension are tax free to those 60 and over, but an important point is that an allocated pension pays no tax internally, while a superannuation fund pays tax at about 12% on earnings.

This alone provides a good reason why anyone 60 and over should change their super fund to allocated pension, even if still working. The super fund should be kept open to accept future contributions, but the bulk should be transferred (rolled over) into an allocated pension.

CRYSTAL BALL GAZING – USE YOUR TUMMY

Because the sharemarket has fallen again these past 2 months, the number of calls asking my advice on whether to go into cash has increased.

My advice always has been and will remain, that I do not guess what markets are going to do. My  own money is fully invested as I believe they will go up, but I plan to work for a while so I don’t care personally if it doesn’t happen soon. Clients should however pay attention to their own gut feeling and risk tolerance. If anyone is not sleeping because of the investments they have through me then I will willingly convert some or all to cash. If you’re (naturally) concerned but not panicking, then probably best to stay as is.

EMAIL ADDRESSES

A number of clients have either changed their email address over the years or have never supplied us with one. We are now using email for more things like forms, changes and valuations. Please therefore send Lila your latest email address to lila@bowgold.com.au .
We will be shortly emailing clients a ‘risk profiling tool’ to complete and email back, so we can compare their current risk preference against their current investments.
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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: image1.png]
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