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ECONOMICS

So now the Eurozone looks like it’s going to fall apart. Will Germany leave or will Greece be kicked out, and what does it all mean to an Australian who doesn’t plan to go skiing in Europe (and skiing in Japan is better and cheaper anyway).

I wonder how much the internet is to blame for much of our current uncertainty and volatility. Doctors must hate the internet. How many worried people do they see who’ve Googled “neck pain” and read that it’s possibly caused by a brain tumour, when actually it’s caused by swopping pillows with their wife a month ago.

The longer I’ve been in this business the more sure I’ve become that the real experts know they don’t know. Nothing is certain in advance. Everything is clear and certain in retrospect. The simplest of my clients now knows that July ’07 was a bad time to invest. In July ’07 the brightest of my clients and the experts I read daily didn’t warn me of the “sub prime” problem, probably because no one had heard the term. And yet it changed our lives.

Is this just another leg down in a long term secular bear market or the trigger the wealthy need to pick up bargains and get another bull market running.

I’m an expert. I know I don’t know. Clients should make decisions based on their sleep test. If you’re losing sleep and getting sick with worry let me know and I’ll help with changes. If not then stay on the roller coaster, but hold tight.

I need to put the warning out there that clients should consider tightening their belts. I see clients spending 10% of their remaining capital on a beaut trip, and that would be ok if we were earning 10% return, but a 10% trip, 8% living and 7% loss reduces capital by 25% in a year. Even if markets recover as anticipated, it’s hard to recover from that.

CENTRELINK SILVER LINING
One possible benefit of the recent falls in value of investments is that clients who currently receive Centrelink benefits such as age pension, but do not receive the full benefit as their investment assets exceed the minimum amount, being:
$186 750 
Single 
Homeowner
$321 750 
Single 
Non-homeowner

$265 000 
Couple 
Homeowner     
$400 000 
Couple 
Non homeowner 
should notify Centrelink as to their current values and most likely receive a higher payment from Centrelink.

Clients who have not received benefits in the past because their assets were too high should also do new calculations. If investment assets, cars and contents are now below the following figures, they may now be eligible.

$   750 750
Single
Homeowner

$   885 750 
Single
Non Homeowner

$   998 000
Couple 
Homeowner

$1 133 000 
Couple 
Non homeowner

Contact us for help in calculating the figures.

CENTRELINK TREATMENT OF GIFTS
Centrelink treats gifts in 2 ways, depending on the amount.

Firstly, you are allowed to gift $10 000 per financial year, subject to a maximum of $30 000 in any rolling 5 years, so you can gift $10 000, $10 000 then $10 000 then $0 then $0, over 5 years, or  $10 000, $0 then $10 000, then $0 then $10 000, or any combination of the above subject to the maximum of $30 000 in 5 years.

Any excess above the $10 000 in a year is deemed to be an asset, with its applicable deemed income, for 5 years, then it disappears as a deemed asset.

So if you gift a child $100 000, the first $10 000 is 
considered to be your annual “free” allowance, and $90 000 is carried forward for 5 years, with deemed income on $90 000. After 5 years it no longer counts as a deemed asset.

This could be useful for anyone who is losing pension because of a holiday home that they intend leaving to the kids anyway. You could transfer it to them now and the asset disappears in 5 years. Please be aware of other considerations such as capital gains tax, stamp duty etc.
SUPER CONTRIBUTION CAPS

This is the last year that people aged 50 and over can contribute up to $50 000 deductible to their super. It then reduces to $25 000 unless their super balance is less than $500 000.
It therefore makes sense to take advantage of this while it lasts. Keep in mind the $50 000 limit includes all concessional contributions such as employer and salary sacrifice.

The actual law dictating this rule is not in place yet, so we don’t know how they will define the $500,000 in super (what about past withdrawals?) but we will advise our clients once we know more.
LIFE & DISABILITY INSURANCE

I have always advocated that my clients should have enough personal insurance to protect them and their families from the financial consequences of losing their income due to death/accident or illness.

We have put in place facilities that make it really easy to apply. Online applications and telephone underwriting keep it simple. Costs are less than most people expect.

Please contact us if you are not sure if you have enough cover and we’ll help you analyse it and get extra cover if needed.

YOU’RE WELCOME

I’ve seen it before. The share markets are down so our clients stop coming in.

Please feel free to come in and discuss any of your financial affairs. I can often find a way of improving things (less tax, more pension etc.).

AGE 60 – STILL IN SUPER?

Clients aged 60 and over with material amounts in super should convert that super to a tax free allocated pension, even if they are still working. Keep the super fund open to accept salary sacrifice and employer super contributions.

WHAT DOES THE SHAREMARKET GRAPH SAY?

I have a crystal ball in my office, but it’s useless. I should demand my money back. When I pick it up all it shows are my fingers magnified.

Of more practical use is a graph I have of the Australian sharemarket since 1900. It is a “log scale” graph which gives an accurate representation of relative long term value.

The graph tells many stories, the most important of which is firstly, that the line is constantly upwards, and secondly that there are lots of great ups and scary downs.
No two bull (up) markets are the same and no two bear (down) markets are the same either, so it is not a tool that tells us what is going to happen next.

There is a trend though, so I’ve drawn 2 trend lines, an upper fair value line and lower fair value line. Historically whenever the market has gone above the upper fair value line it has fallen back into the trend line, and whenever it has gone below the lower fair value line it has recovered back to fair value.

This is the 6th time in 111 years the sharemarket has gone below the lower line. In all 5 previous times the market has recovered nicely, although it did take 5 years from 1974 to 1979. That was the longest recovery time period. No others have taken longer than 2 years.

So what does this prove? Nothing in reality, as each cycle is a law unto itself and does not have to follow a previous cycle, but in the past buying into a market below the lower value line has always been a winning strategy. Let’s hope that continues.

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]   

 

NEWSLETTER  

SEPTEMBER

 20

11

 

 


[image: image2.wmf]   

 

NEWSLETTER  

SEPTEMBER

 20

11

 

 

_1377600857.doc
   
NEWSLETTER  SEPTEMBER 2011

NEWSLETTER  DECEMBER 2001











