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UPFRONT                   FROM THE EDITOR

Iread with interest Ross Greenwood’s

article “Super caught in a class war”

(April). If I understand you correctly, you

think the family home shouldn’t be used to

assess eligibility for an aged pension. [The

Centre for Independent Studies and the

chairman of the Productivity Commission,

Peter Harris, have recently recommended

that it should be.]

Can I therefore infer that you would sug-

gest my husband and I upgrade our house

to a better one, thereby reducing remaining

assets below the threshold, and live on the

aged pension, plus benefits, and leave an

appreciating asset (the house) tax free to

our children?

Silly me! I thought we would save for our

retirement and not be a burden on the next

generation of taxpayers.

Heather, email

Family home in the
pension assets test

feedback

I’m writing this “hello” as the sharemarket wraps up 
the best week it has had in the past six months. The 
S&P/ASX 200 Index finished up about 4.5% to close 
at 5157.5. The week also saw a big rise in part-time 
roles, which cut the job-seeking numbers to a 2½- 
year low. Got to wonder why we’re all so negative. 
Ah, yes, the sky’s about to fall on the property market.  

Why go out with a property cover story when this 
is about to happen? Not too sure about the sky falling 
but a storm is certainly brewing. The real concern, 
of course, is oversupply in inner-city apartments in 
both Melbourne and Sydney. While red lights may 
be flashing around high-rise units, property is by no 

means out of favour. As Paul Clitheroe wisely says 
in his Verdict column (page 28): “Prices may fall in 
the short term but our growing population will push 
them back up.” This month we decided to take a look 
at affordable ways you can get a slice. 

If you’re in Sydney, I look forward to catching up 
with you the HIA Home Show. See page 90 for your 
discounted ticket.  

It is with much sadness that we say goodbye to our 
dear friend Chris Walker, who died recently. Chris 
had been writing for Money since 1999. His favourite 
tip was to have a stiff drink before doing a budget. 
Cheers to that, Chris.

Buy into property at an affordable price

LETTER OF THE MONTH

Each month we’ll award one letter a 12-month
subscription to Money magazine.
Write to: Letters, Money, GPO Box 4088, Sydney,
NSW, 2001 or email money@bauer-media.com.au

PRIZE WORTH WINNING

Retirees pay their dues
Thank you Ross Greenwood for your
recent article. The government has lost
itself. It needs to stop targeting those
soon-to-be retirees and the already retired.
There are a lot of aged workers who would
rather retire than work but can’t stop
because of a lack of finance.

These are my suggestions:

• Every person who reaches the age of 60 
and retires from the workforce should get 
the aged pension.

bution to the private school sector. Let the 
private schools be private.
Karen, email

Important protection
I just wish to thank Money for spurring me 
into action. While I am considered “young” 
or maybe even “middle aged” at 34, I had 
been considering my options when it came 
to life insurance, total and permanent disa-
bility, income protection and writing a will, 
yet have always delayed making the chang-
es. Your recent issue gave me the kickstart I 
needed to look into my affairs.

I am lucky enough to have savings, prop-
erty and shares that can now be distributed 
among my wife and family. I have peace of 
mind knowing that any accidents during 
my more adventurous activities – including 
mountain biking, surfing, snowboarding or 
just driving a car – will mean that my assets 
can be protected and I or my wife won’t 
sustain immediate financial hardship should 
anything happen. My wife has updated all 
her insurance and will as well. 

I think this is a small price to pay and 
I hope it gives other readers, particularly 
younger people who might think that insur-
ance and wills are unnecessary, a new out-
look on these important aspects of life. 
Stuart, email

• Those  who have gone without over 
their working life to save money (either 
via super or personal assets) so they could 
have a more comfortable retirement should 
not be penalised by the government, 
expecting them to use those savings to live 
on. I saved so that when I retire I can do all 
the things – such as holiday overseas, go on 
cruises, see Australia – that I could not do 
in the four weeks of annual leave that I got
while I was working.

• Maybe the government could give an 
incentive to employers: for every person 
who retires, when they take on an unem-
ployed person the government could pay 
for the training, or similar. This would get 
the unemployed person off benefits and 
free up some money to give to retirees. 

A huge number of near-retirees and
already retired have worked for over
40 years, paying taxes; it’s time for the gov-
ernment to give back to them by allowing 
them to retire with respect and dignity. It’s 
time for the unemployed to “step up to the 
plate” and become part of the workforce 
and do their 40 years. 

Other areas where the government can 
assist is changing Medicare to include 
dental services – that’s a medical issue too. 
Stop penalising people who are now paying 
health insurance. It’s expensive enough 
already and almost impossible to afford. 
Stop the health funds increasing their  
prices – put a cap on the cost.

Paying an extra Medicare levy if some-
one is not in a health fund is a good idea. 
Maybe the levy could be raised and that 
would assist the government purse.

The government should lower its contri-
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IN YOUR 
INTEREST

DESPITE THE FINANCIAL 
services industry doing its 
very best to confuse the living 
daylights out of us, there are 

really only a few key money rules. Before 
I move on to that, though, it is worth 
mentioning just a few of the best efforts to 
really lead us up the garden path. 

“Capital stable” is a popular term in the 
marketing departments of many a fund 
manager or super fund. We all understand 
what this is about. Very logically, if 
we invest in a capital stable fund, our 
expectations are our capital will be stable. 
Wrong. In a decent market downturn we 
discover that it has exposure to growth 
assets. I appreciate that this is a sensible 
long-term idea but why on earth would it be 
called capital stable when it is not.

“Salary sacrifice” is also a great name. 
High-rate taxpayers rub their hands with 
glee at the very idea. Shame the normal 
person thinks salary sacrifice is when 
overtime is cut out or they lose their job.

“Life insurance” is also a good one. It is 
actually death insurance. I, very sensibly, 
carried life insurance in my super fund for 
decades while I had debts and young kids. 
If I had died it would have been critical for 
my family. But do note one small point: I 
would have received it only if I had died. 
I often wonder which marketing person 
came up with a name that is the opposite of 
what this type of insurance is.

There are plenty of entertaining 
examples but those responsible for terms 
such as “negatively correlated assets”, 
“franked dividends”, “undeducted 
contributions”, “negative gearing” and 
“transition to retirement pension” should 
be given an award for consumer confusion. 
I should be grateful for this, because I 

plead guilty to being a beneficiary of the 
confusion. Clearly, a large part of my living 
over the past few decades has come from 
interpreting this foreign language. But the 
words and phrases do distract us from the 
simplicity of “being good with money”.  

I don’t much care whether you buy a 
home, negatively gear a property or salary 
sacrifice into super. Done sensibly, these all 
work. Yet we agonise over what is “best”. 
But the truth is that what works best is to 
just spend less than you earn. 

The simplicity of this, I suspect, is all too 
much for marketing departments. They 
would prefer you worry about things such 
as the best rewards credit card which – for 
all but disciplined high spenders who pay 
the card back in full inside the interest-free 
period – are wonderful wealth destroyers.

“Spend less than you earn” is the single 
message I wish we would all adopt. If we do 

this, we have surplus income, better known 
as “savings”. Savings can be used to clear 
personal debt, build a home deposit, fund an 
investment property or be added to super. 
Savings fire up a key to wealth – compound 
returns. You invest in any sensible area and 
over time you earn money on your money. 

An example will help here. Let’s look at 
a $300,000 property and let’s say it grows 
on average by 5%pa. So after one year it is 
worth $315,000 but the next year it grows 
by 5% of the $315,000. That is a compound 
return and it is the second true rule of 
wealth creation. This also works for your 
super or decent shares. 

The final key rule is not to get greedy 
or ripped off. Usually the two of these go 
together. All I can do is to remind you that 
“if it looks too good to be true it will be”. 

All the other stuff is just words. If you 
spend less than you earn in most years and 
use the surplus to invest in decent assets, 
the rest will take care of itself. Simple? 
Well, yes. And don’t let fancy words, silly 
promises and glitzy marketing convince 
you of anything else.

Paul Clitheroe is Money’s chairman and 
chief commentator. He is also chairman 
of the Australian government’s Financial 
Literacy Board and a best-selling author. 

‘Life insurance’ is
a good one – it’s
death insurance

Paul Clitheroe cuts 
through the fancy 
words to reveal the 
simple keys to 
wealth creation
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NEWS & VIEWS

Who doesn’t like a thrilling 

tale of money and lies, 

especially if George Clooney is 

involved? Throw Julia Roberts into 

the mix and, voilà, you have the 

recipe for an entertaining thriller. 

Due for release in Australia in 

early June, Money Monster is a 

high-stakes drama starring two of 

Hollywood’s biggest names.

Clooney stars as financial TV 

host Lee Gates and Roberts plays 

his ace producer, Patty. Both are 

put in an explosive situation when 

an irate investor (Jack O’Connell), 

who has lost everything, takes 

over their studio. During a deadly 

stand-off broadcast to millions, 

Lee and Patty must work furiously 

against the clock to uncover the 

truth behind a tangle of big money 

lies while also keeping themselves 

and their crew members alive. 

Money Monster is directed 

by Jodie Foster and also stars 

Dominic West, Giancarlo Esposito 

and Caitriona Balfe. Watch the 

trailer at moneymonstermovie.

com.au. EMI BERRY

Ten readers can win a double 
pass to see Money Monster
In 25 words or less, tell us what is your 

all-time favourite “money” movie and 

why. Send entries to Movie of the Month, 

Money, GPO Box 4088, Sydney, NSW 

2001 or email money@bauer-media.com.

au with your name and postal address. 

Entries close June 1, 2016.

MOVIE OF THE MONTH

Mortgage rates creep up
Future moves uncertain but do research before fi xing

Since the beginning of the year, we have 

seen more than 20 mortgage lenders 

discreetly increase their home loan rates. 

While some lenders have increased only their 

investment loan interest rates, others have 

increased the rates across their entire suite of 

home loan products. 

With wholesale funding costs increasing 

and new prudential rules forcing Australia’s 

lenders to hold greater capital, it is likely that 

the recent spate of rate rises is merely the 

start of things to come. 

As such, we may see a greater number of 

lenders changing their product pricing out of 

cycle with the Reserve Bank of Australia (RBA). 

Looking at the RBA, it would appear as 

though there is room for it to cut the official 

cash rate at least once more before the end of 

the calendar year. 

Indeed, if we review the three-, six- and nine-

month forward rates, it seems the domestic 

market has already factored in another rate cut. 

Furthermore, the US Federal Reserve – 

which lifted the cash rate in December 2015 

for the first time in seven years – is now talking 

about “feathering the throttle”. 

According to a statement by the Federal 

Reserve, global economic and financial 

developments continue to pose risks. As such, 

future rate increases have been put firmly on 

the backburner. 

All these factors would suggest there is 

room for the RBA to change its stance on 

monetary policy. 

Such a level of uncertainty surrounding the 

future of interest rates is likely to encourage 

a greater number of borrowers to fix their 

mortgage rate. 

Mortgage Choice data shows 23% of 

all loans written are at least part fixed – a 

percentage that is growing month on month. 

While a fixed rate can help borrowers avoid 

future rate hikes, borrowers shouldn’t fix their 

mortgage simply to beat the threat of rising 

rates. Product choice should be driven by 

suitability, not pricing. 

For those who are worried about rising 

interest rates, the key is to research the 

market, speak to a professional and see what 

other product options are available. 

JOHN FLAVELL, CEO, MORTGAGE CHOICE

Where does my superannuation go if I don’t 
nominate a benefi ciary?

Cameron Cowley, 
senior associate, 
Paxton-Hall Lawyers

Nominating a beneficiary 

allows the trustee of 

your superannuation fund to 

know where to pay your super death benefit 

when you die.  

Ideally you would make a nomination to 

guide the trustee. However, in the event 

that no beneficiary is nominated or if your 

nominations are non-binding, the trustee can 

choose to pay your death benefit to any of 

the eligible persons, including: your spouse 

(including a de facto); your child or children; 

your estate; and a person with whom you are 

in a relationship of interdependency or who is 

financially dependent on you.

If you make no nomination, the trustee 

will typically write to your executor and your 

spouse and children, asking if they wish to 

make a claim for the death benefit, and asking 

who else might be eligible to receive it.  

Each super fund has its own rules and 

processes to determine the most appropriate 

beneficiary. Where there is a surviving spouse 

or young children, the death benefit is often 

paid to them in priority over adult non-

dependent children. If you have no spouse, 

children or dependants, it will be paid to your 

estate. (See also, Retirement, page 62.)

LEGAL MATTERS

THE BUZZ

MONEY MONSTER
Starring George Clooney 
and Julia Roberts
DISTRIBUTED BY SONY PICTURES
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FREE MONEY

Yes, there will be changes to the 

way parental income affects Youth 

Allowance, Abstudy and Assistance for 

Isolated Children payments. Currently, 

only dependent siblings aged 16 to 21 are 

included in the parental income test. This 

will be expanded to include all siblings 

in your “family pool”. So you may see 

changes to your payment rate.

If you or a dependent child have 

previously claimed one of these payments 

and your claim was rejected due to 

parental income, you may now qualify if 

you have younger siblings. In most cases, 

the change will apply automatically. If we 

do need more information, you will have 

received a letter in April. 

You can quickly and easily check the 

current details of your family pool online. 

If you have a Centrelink online account, 

you can update your family’s details at 

my.gov.au. The change was announced in 

the 2015-16 budget. Visit humanservices.

gov.au/budget.

JUSTIN BOTT, DEPARTMENT OF HUMAN SERVICES

C oming up with a bond for a parent to 

move into aged care often means selling 

the family home, unless you are lucky enough 

to have spare cash or investments. Refundable 

accommodation bonds (RABs) are typically 

more than $500,000 and then there are daily 

accommodation fees on top. 

La Trobe Financial is offering an aged care 

loan that uses the equity in the parent’s home 

as security and lends up to 50% of the value 

of the property (maximum $750,000) to pay 

the bond. The loan can also be for repairs or 

paying off the mortgage. 

The interest compounds and is added to 

the loan balance. Interest repayments are 

due when the total loan balance increases to 

140% of the amount borrowed. For example, 

if you borrow $250,000, you will need to pay 

interest when the balance hits $350,000.

The loan is for the over-80s but younger 

people can be considered. The maximum term   

is seven years. 

The application fee is $2500, which can be 

paid from the loan. The interest rate is 5.99% 

for the first five years, rising by 2% in years six 

and seven. 

A loan may affect an age pension. Your 

parent is exempt from the assets test for two 

years if they move into care and do not sell 

their home, says the Australian Securities 

and Investments Commission. If the house 

is rented, check how the rent is assessed 

under the aged care means test with the 

Department of Human Services. SUSAN HELY

MONEY VERDICT

Interest rates for aged care loans are 
generally higher than for average home 
loans and La Trobe’s fees are on the 
high side compared with other similar 
products. Understand how the costs 
are calculated and watch out for the 
compounding interest payments, as the 
debt can rise quickly as the interest builds 
up over the term of the loan. Consider 
whether the loan is enough to cover the 
bond and the daily fees and consider the 
effect on the age pension. Compare taking 
out a bond with selling the home outright, 
which admittedly can be traumatic.

BOTTOM LINE

Aged care loan can be used to pay accommodation bond

I’ve heard there will be 
changes to the parental 
income test from July 1. 
What will this mean? 

Income test changes
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SOURCE: CHOICE

66%
of all new car buyers

reported that their
cars had problems

in the firs
years

44%

All car
brands had a
incident rate

of at least

problem
cars

16%
of those who had

problems with their new
cars were made to sign

confidentiality agreements
ave a faulty
cle replaced
refunded

14%
of new car

owners faced
major

problems

NEWS & VIEWS

APP OF THE MONTH WHAT’S NEW

TAX TIPCAR COMPANIES TRY TO HIDE LEMONS
Choice has taken issue with the 
non-disclosure agreements that 

global car companies force buyers 
to sign before they will refund 

the cost of, or replace, a new car 
that has serious problems. And 
although companies are obliged 
under Australian law to provide 

new cars of “acceptable” quality, 
some buyers have been required 

to contribute for a fault to be 
fi xed. “This information should 

be in the public domain, available 
to consumers and regulators,” 

says Choice chief executive Alan 
Kirkland. LINDSEY LEATHART

As a 

share 

investor, 

how often do 

you attend 

annual general meetings? 

When you have decent-sized 

portfolio it can be hard to 

keep track of what’s going 

on in a particular company, 

especially if you devote a 

great deal of time to tracking 

the market. 

With Omni Market Tide’s 

new app, you can stay up to 

date easily. You can check 

Australian share prices, 

save and share company 

announcements and know 

the issues on various AGM 

agendas. The app also 

allows you to live-stream the 

proceedings of AGMs and 

vote in real time. 

The app is great for 

investor productivity, 

allowing you get up 

to scratch on all your 

investments through one 

convenient platform.

STEPH NASH

omniLOOP
Cost: free
OS: iOS, 
Android

The end of the financial 

year is approaching fast 

and your thoughts may well be 

turning to your tax return. If you 

lodge your own return rather 

than use an agent, there is a key 

change to the services offered 

by the tax office.  

E-tax is being retired after 

many years of service. Now 

you’ll need to use the more 

modern myTax. Since it was 

introduced a couple of years 

ago, myTax has increased in 

sophistication and this year 

will have all the functionality 

that was previously accessible 

only through e-tax. Because 

myTax is an online cloud-

based service, rather than a 

program downloaded onto 

your computer, as e-tax was, it 

allows instant transmission of 

data to and from the ATO.

Before you can use myTax, 

however, you’ll first need 

to register with myGov, the 

whole-of-government portal 

for online services (go to 

my.gov.au to register).

In a sign of just how 

sophisticated its data-

matching capabilities are 

becoming, the ATO has 

announced that it will trial the 

use of its “nearest neighbour” 

data analytics tool with myTax. 

As returns are submitted, it will 

compare claims for deductions 

with those of people with 

similar characteristics and 

provide prompts such as, 

“Did you know your claim is 

much more than those who 

are similar to you?” Whether 

that rather obtrusive use of 

“big data” goes down well with 

taxpayers remains to be seen. 

MARK CHAPMAN IS DIRECTOR OF TAX 

COMMUNICATIONS WITH H&R BLOCK. 

MCHAPMAN@HRBLOCK.COM.AU.

E xpedia and the Priceline 

Group, the two biggest 

companies in the hotel booking 

site game, have come under fire 

in a report by ABC’s prime-time 

consumer program The Checkout. 

It claims hotel booking sites have 

been increasing commissions, with 

Expedia raising its cut from 9% 

to 15% in the past six years. This 

appears to be pushing up prices 

for those who book online, as The 

Checkout found savings of up to 

25% by booking directly through 

a hotel website. While this may be 

in breach of parity clauses hotels 

have to sign with online sites, 

you can always try calling a hotel 

directly before you book online 

and see if it will beat the price. If 

you’re a frequent traveller, hotel 

loyalty clubs can provide exclusive 

discounts and extras.  

ANZ to pay refunds
ANZ has been ordered to pay 

back about $5 million after 

it did not properly apply fee 

reductions and waivers for low-

income customers. It’s thought 

around 25,000 of ANZ’s Access 

Basic account holders with 

ANZ consumer credit cards 

or Everyday debit cards are 

affected by the problem, which 

the Australian Securities and 

Investments Commission (ASIC) 

says was caused by a breakdown 

between the bank’s automated 

and manual processes. ANZ’s 

Basic account is for low-income 

customers who are unable to 

pay high fees. ASIC says the 

penalty should remind banks of 

the importance of appropriately 

managing manual processes. 

ETFs set a record
Exchange traded funds (ETFs) 

are the flavour of the year. A 

BetaShares-Investment Trends 

report says a record number of 

investors – 258,000, up 27%  – 

intend to use the products in the 

next year. The number of ETF 

investors grew by 37% in the 

year to October 2015, exceeding 

expectations; 71% of them said 

they would consider reinvesting 

in ETFs in the next 12 months. 

Additionally, there was strong 

demand for actively managed 

ETFs, with 61% of planners citing 

an interest in using the products. 

It appears that ETFs are on the 

way to becoming mainstream in 

Australia, as in global markets. 

STEPH NASH

Online hotel bookings in spotlight

Out goes e-tax and 
in comes myTax

Online update

Higher commissions passed on to guests



°Based on Budget Direct customers surveyed since Feb 10th 2015, see www.budgedirectreviews.com.au for details. ^Discounts applies to the premium paid for a new Budget 
Direct Insurance Policy initiated online after 31 December 2014. 25% discount on Gold Comprehensive Car Insurance. 35% discount on Combined Smart Home & Contents 
Insurance. We reserve the right to change the offer without notice. Base rate premiums subject to change. It does not apply to any renewal offer of insurance. Insurance is 
arranged by Auto & General Services Pty Ltd (ABN 61 003 617 909, AFSL 241411), acting as an agent of the insurer Auto & General Insurance Company Limited (ABN 42 11 586 
353). Read PDS available from us to decide if products suit you. Subject to rating/underwriting criteria. Insurance not available in NT. Home & Contents insurance not available 
in North QLD or Northern WA.

    

GET A QUOTE TODAY!

°

COMBINED SMART HOME &
CONTENTS INSURANCE ONLINE

35%^

OFF

GOLD COMPREHENSIVE
CAR INSURANCE ONLINE

25%^

OFF
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The reluctant 
rich lister

An acclaimed ecommerce entrepreneur hasn’t let runaway  
success go to his head, writes Deborah Light

AS A CEO, IT’S ADAM
Schwab’s job to concern 
himself with money. He 
controls lots of it, invests it
and on the side – as a some-

time business journalist – he writes about it.
He’s reported to be worth tens of millions. 
He just doesn’t pay himself a lot of it and he’s
reluctant to spend, especially on himself. 

Schwab is co-founder of Lux Group (for-
merly AussieCommerce), with a staff of 
400 and some 6 million members. It’s a sort
of online retailer for those who want what 
Schwab describes as “exceptional experi-
ences” at flash-sale bargain prices, which 
his group aims to provide via 15 brands 
associated with travel, the home and other 
goods and services including food, fitness 
and health. The group has been an aggres-
sive acquirer of other sites, helping make 
it one of BRW’s fast-growing businesses, 
going from scratch to a turnover said to be 
$260 million to $270 million in six years.   

Named 2015 young executive of the year 
by CEO magazine, Schwab also shared 
the dubious honour, with partner Jeremy 
Same, of appearing in BRW’s Young Rich 
list with an estimated combined worth of 
$49 million. While it may be good for their
business team that the group achieves rec-
ognition, such estimates are always a guess
at best, largely because there are too few 
liquid assets to measure. A downside is that
others assume you’re rich when you’re not,
Schwab says. Eventually, perhaps, when 
founders cash in but rarely in the present. 

Being rich changes the way a person 

thinks and acts, says Schwab, who is one of
10 shareholders of his group. “If you want
to be a consumer business, you’ve got to
think like a consumer. If you’ve got $10 mil-
lion and you’re staying in $5000-a-night 
places, you’re not a consumer any more 
– you’re a rich guy who operates in a differ-
ent environment. We’re certainly not that 
rich guy. We’re very middle class. While we 
have this paper asset that might be worth 
more some day, we don’t consider it of val-
ue at this stage. If the business gets liquid 
at some point, well, so be it. At the moment 
it’s not and we don’t consider it cash in the 
bank or act like it is either.” 

Besides, Schwab seems to enjoy the 

wait. “Having money is a bit like having 
a Christmas present. The best part of the 
present is before you open it. When you’ve 
opened it, that expectation and anticipa-
tion is gone. We’ve always tried to never 
open that present.” Schwab drives the 
same $35,000 second-hand BMW he’s had 
since before the business started. He uses 
frequent flyer points when he travels. With 
wife Lesley-Anne – the group’s financial 
controller – and their 15-month-old son, 
Schwab lives in rented digs. He has good 
reasons for these choices, more linked to 
priority than parsimony. “It’s partly out 
of necessity. We’ve been boot-strapped 
[self-started] from the beginning, with no 
external funding. You have to be frugal 
because if you run out money you go bust.” 
While he believes property can be a “fan-
tastic investment”, it’s not right now. “We 
prefer to put our money into the business 
because prices are quite high and the rents 
are actually quite cheap. If that flips over 
we’re happy to buy.” 

Schwab studied law, and he’s not sorry 
he did, but it was a means to an end, not 
an end in itself. “What law teaches you is 
precision. Everything needs to be perfect; 
you can’t stuff things up. You come into 
business and it’s more that you’ve got to do 
things as quickly as you can. So there’s that 
contradiction. To have that precise back-
ground is helpful. You do learn a basic skill 
set so I’m grateful to have done it.” After 
university Schwab went into corporate 
law while Same became a merchant bank-
er but neither had any real zeal for their 

ADAM SCHWAB

Named young executive of the year 

2015 by CEO magazine. With 

co-founder Jeremy Same, valued on the 

BRW Young Rich list 2015 at $49 million. 

Business journalist and commentator and 

former corporate lawyer. Author of Pigs at 

the Trough about remuneration of Austral-

ian executives, published 2010. First job, 

stacking supermarket shelves, age 14. 

Co-founder and CEO of Lux Group
(formerly AussieCommerce), 
turning over $260 million-plus a
year. Aged 36. Lives Albert Park, 
Melbourne. 



“Having 
money is 
a bit like 
having a 
Christmas 
present ... 
the best part 
is before you 
open it”
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careers. “We wanted something scalable.
And, unfortunately, a lawyer isn’t the most
tax-effective job, because you’re paying as
you go and you get hit. We wanted some-
thing more tax effective with structure
and capital gain which was obviously more
favourable than income tax. That was
driving our decision, but it was also about
lifestyle and doing what we were good at. I
was never going to be a great lawyer;
Jeremy was never going to be a great bank-
er. But we’re quite good at thinking up ide-
as and executing them.”

They’d also learned how to sell, and
that’s at the top of the skill set for any
entrepreneur, Schwab believes. “Every
business involves selling. It’s seeing cus-
tomer demand and filling it. You’ve got to
understand what people want. You’ve got
to ask, ‘How can we structure a product
that people want to buy? How can we offer
compelling value?’ ” He and Same started 
at high school, finding a profitable niche by
selling their final year major assignments 
– along with those of friends who’d also 
gained high marks – via CD ROMS to kids 
coming up in the following year: “so they 
knew what made a good assignment looked
like.” The duo continued the practice in 
university, which gave them seed funding 
for their first joint business – backpacker 
apartment rental deals. 

That talent for sales is no guarantee for 
success a bit down the track, by the way, 
because things get complicated pretty 
quickly. “You’ve got to understand finance, 
law and you’ve got to understand people,” 
says Schwab. An inability to acquire or 
hire these capabilities is the reason a lot of 
start-ups topple, Schwab observes. “Some 
founders jump off after a year because they 
just can’t manage a business. I like to think 
I’ve got the skills that mean I can manage a 
business but there will be a time when I get 
a tap on the shoulder from the board or from
shareholders saying, ‘Adam, your time’s up, 
let’s get a professional in.’ Hopefully it’s not 
soon but everyone has their use-buy date.” 
And when that day comes for Schwab? 
“Then I’ll start another business.”

Schwab talks at breakneck pace, pep-
pering his observations with references 
to the retail greats such as the legendary 
US chain store founder Sam Walton and, 
closer to home, Dick Smith in his days as 
founder, and Guy Russo, who now heads 
Kmart. One of the things he admires is 
that retailers such as these instilled a cul-
ture of thrift in their businesses which has

“In general CEOs 
are paid far too 
much. They’re 
lauded as 
geniuses and get
$10 million a year”

been lost among the big Australian groups 
today, including troubled department 
stores Myer and David Jones. “They’ve 
lost that frugal edge they probably had 
when they started.” 

He also often cites texts that have 
grabbed him on subjects like leadership 
and success, such as those by the US-based 
social commentator and researcher Mal-
colm Gladwell. Schwab, who also writes 
about business, had his own book published 
in 2010 – Pigs at the Trough: Lessons from 
Australia’s Decade of Corporate Greed – 
which examines bloated executive remu-
neration that was rife around 2005. As with 
many corporate traits, over-indulgence 
begins at the top, Schwab believes, and 
he’s got credentials, having worked with 
a remuneration consultancy. “In general 
CEOs are paid far too much. They’re laud-
ed as geniuses and get paid $10 million a 
year, which tends to be completely out of 
whack with the people who actually do the 
work. The most valuable people aren’t the 
CEOs who, in many businesses, are simply 
politicians who’ve made their way to the 
top.” Schwab is particularly scathing about 
the big banks and mining companies as 
poor performers run by CEOs he believes 
are overpaid. “They’ve got these huge insti-
tutions under them and all they’ve had to 

do is allocate capital and they’ve generally 
completely stuffed it up.”

Of his own group, Schwab says: “We 
have a culture of spending money where 
we can generate a great return on invest-
ment – we look at everything through a 
prism of returns. All our advertising is spe-
cifically driven to digital channels where 
you can easily judge the ROI or direct 
response. We remunerate staff closely on 
performance. We don’t pay people huge 
sign-on bonuses before they perform, we 
give them when they perform.” There are 
no lavish Christmas parties or company 
seminars in exotic locations, though there 
are treats, such as regular prizes and mas-
sages. “It’s a different mentality to what 
a lot of public companies have because 
they’ve got all these shareholders’ funds – 
they’re not spending their own money so 
they can spend it however they want.”

From his father, who ran his own busi-
ness as a builder, Schwab remembers 
learning about risk and return. His mother 
is a former accounting teacher and both 
parents taught Schwab, the eldest of two, 
about the value of money from an early age. 
“You get imbued, from six or seven.” He’s 
grateful for that and much else. “I look at us 
as being incredibly lucky. Jeremy and I have 
been born in Australia – great country, with 
all these opportunities – and at the right 
time. We’re very cognisant of the luck we 
had to be 30 years old when the ecommerce 
boom started; to be able to expand into 
that and to have all these opportunities 
a lot of others don’t get. We’re grateful. I 
think we’ve achieved what we should have 
achieved – and we work hard – but so much 
success is around luck. When I say luck, I 
don’t mean being given so much money as a 
child but being given the skills to succeed, 
and the drive to be able to succeed. If I was 
wealthy, I wouldn’t have that.”

Business culture ... Schwab admires thrift.
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Passive 
income is 
the goal

CASE STUDY

NAME: Danielle Gowan

STATUS: 24, with a portfolio of four 

investment properties

QUESTIONS: Should I diversify away from 

property? Should I hold my property in a 

special structure such as a self-managed 

super fund or family trust or company? What 

are the benefits and disadvantages of each 

one compared with holding the portfolio in 

my own name?

SOLUTIONS: Your rental income needs 

to double in the next six years for you to live 

off that cash flow. One way is to buy more 

properties in western Sydney, close to good 

transport and amenities, for capital growth 

rather than buying in regional areas. Invest in 

shares for diversification. Keep the properties 

in your own name at the moment as the law 

prohibits you from moving them into an SMSF. 

You don’t have to be rich and old to have 

accumulated an investment property 

portfolio. Danielle Gowan saved her first 

deposit by working in multiple part-time jobs 

throughout school and university. She has 

worked in retail, taught swimming and tutored 

high school students, to name just a few of 

her jobs. At only 24 years of age she owns 

four investment properties. What is more, 

they are all positively geared. She has no 

credit card debt or any car or personal loans. 

Inspired by her parents, who are also property 

investors, Danielle has had an interest in the 

market from a young age. 

Danielle, who lives at home, has bought in 

areas where prices are lower and the rental 

yield is strong. While she would love to buy 

where she lives, as a single person she can’t 

justify taking out a $500,000 loan needed 

for an apartment in the current market. She 

focuses on emerging markets where there’s 

potential for growth and high rental returns.

Danielle’s strategy is to buy and hold, 

preferring houses over units and renting to 

reliable families. So far she has bought three 

properties in major NSW regional centres and 

one in western Sydney. 

While she has made many sacrifices along 

the way, she insists life is about balance and 

she works hard to set aside time and money 

for friends and travelling.

Her goal is to replace her salary with a 

passive income from property by the time 

she turns 30. Is this possible? She wants to 

know if relying solely on property is the best 

strategy to maximise her wealth, or should 

she diversify into other asset classes such 

as shares? “What other options would the 

experts recommend?”

She wonders if there is a smarter way to 

hold the properties other than in her own 

name for tax and asset protection? What 

about a more tax-effective vehicle, such as a 

self-managed super fund or a family trust or 

a company? What are the pros and cons of 

each one?

A young property investor 
wants to make sure she 
is heading in the right 
direction, writes Susan Hely
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It’s always great to see young people doing 

so well so early in their investing lifetime – 

and I am the first to encourage this go-getter 

attitude. However, it’s a really good time to sit 

down and think about a couple of important 

things before going any further.

First, there is nothing wrong with being a 

renter yourself (or staying with mum and dad 

if they’ll have you) and investing in property 

elsewhere. You can live where you want to, in 

areas where you may not be able to afford to 

buy, but still build a portfolio, as you are doing.

In terms of property investing, having a 

positive cash flow is really important but I 

want you also to have your eye on the capital 

growth prize as well. My main concern here 

is that once all your equity is eaten up, which 

is very close to occurring, you risk sitting 

on a slow-growing portfolio for a long time, 

hoping for rental growth to create cash flow. 

In regional areas, rental growth can be patchy 

and reactive to local economic influences such 

as employment and the health of the area’s 

main industry. Therefore, while the properties 

may be high yielding when you buy them, they 

may not stay this way and, if the rents do not 

continue to grow, you have no second prize in 

the form of building asset value. 

If you would like to be able to live off cash 

flow in six years, the rent return of your current 

properties would have to double – and this is 

unlikely. Positive cash flow without also seeing 

growth in the underlying value of a property 

simply won’t create a sizeable enough net 

worth to provide options in retirement. 

When you get both rental and value growth, 

you get the capacity to create the equity 

you need to add more investments to your 

portfolio and to improve your cash flow more 

quickly. Choosing properties that cover their 

own costs while they still afford you the 

chance of decent capital growth allows you to 

put together a more solid portfolio which will 

mature more quickly. 

Your other strategies are sound, though, 

and renting ordinary houses to reliable families 

is indeed a smart way to go. But you can 

achieve suitable rental return (if not positively 

geared, then evenly geared) from buying more 

properties like the one you have in western 

Sydney than you can by buying in regional 

towns, which may have periods of growth 

followed by many stagnant years. 

Properties that exist in areas with highly 

diversified employment opportunities, close 

to major transport nodes and populations 

growing faster than the national average, can 

provide year-on-year growth for both rental 

return and value. This is the type of property 

you must look for next.

Margaret is the founder and director of Destiny Financial Solutions and the best-selling author of seven property
investment books. destiny.com.au

Focus more on growth prize
MARGARET LOMAS

‘Safe’ asset class has its dangers
ELEANOR DARTNALL

While property has traditionally been 

considered a “safe” asset class, the 

world has changed and I do have concerns 

about your exposure to interest rate 

movements and property prices in the current 

market. Your loans are a heavy burden on your 

salary. Your strategy of looking for properties 

that provide a high rental yield is a solid one. 

However, what would happen if one or more of

the properties was vacant for a time? You have

some funds accumulated in offset accounts 

that provide a buffer – but for how long? 

Further, interest rates are very low right 

now. At some point they may start moving 

upwards. Can you afford to continue to service

those loans? Your loan-to-value ratio (LVR) is 

more than 90% and it would not take a large 

drop in property values to have you holding 

loans greater than your assets. If you were 

unable to service the loans and were forced to 

sell in a falling market, you could end up with 

only debt. I have seen it happen all too often. 

I would like to see you diversify into other 

asset classes. Shares can provide you with 

tax-effective income in the form of franked 

dividends and capital growth and the ability to 

buy and sell in much smaller parcels. 

You also ask, sensibly, about the structure 

in which you should  hold your property 

investments – a self-managed super fund or a 

family trust or company.

An SMSF is certainly a very tax-effective 

investment vehicle and suits many investors. 

However, I think for one so young it may not 

be appropriate. As you are prohibited by the 

superannuation laws from transferring the 

residential properties you already own from 

your own name into an SMSF, you would need 

to sell them and contribute the net proceeds to 

the SMSF, then use the SMSF borrowing rules 

to purchase other properties. Capital gains tax 

and stamp duty alone would probably make 

this unappealing. 

Let’s say you have the cash to contribute 

to the fund. All contributions you make and all 

of the capital gains and investment earnings 

generated in the SMSF would be “preserved”, 

meaning you would not be able to access 

either the capital or the income until you 

were 60, which does not meet your desire to 

eventually live off the income your investment 

portfolio generates within a decade. 

You may wish to consult your accountant 

directly to determine if a family trust or 

company is appropriate. However, I can’t see 

either structure providing any benefit over 

holding the assets in your own name. 

Eleanor is the founder and principal of Dartnall Advisers, a financial planning group specialising in investment, 
aged care and estate planning. dartnalladvisers.com.au

Shares can provide 
tax-effective income 
and capital growth
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I am 42 and my wife is 36. I earn 
$120,000 a year; my wife is not 

working as she looks after our three young
children. Our house is paid off and we
have three investment properties. One of
the properties costs us about $40 a week
while the others are either at par or have
positive cash flow. I have saved $50,000
which we were looking to invest but due
to market uncertainty we thought about
putting it into an offset account against
the investment property loan costing us
money. We thought this offset will bring
the loan interest down and will reduce the
cost. We can use the money from the offset
account when we see a good opportunity.

Would this be a good idea for saving
interest and would there be any tax

Gurpreet would be wise to ... 

Build a cash safety buffer
properties are tracking 

along well and pretty 

much breaking even. 

Your risk lies in rising 

interest rates or a recession 

causing problems with 

property vacancies.

Cash is your safety 

buffer. You could keep 

“doubling up” and gearing 

into more properties but 

I think for a couple with 

a young family this is 

gambling. So I support a 

conservative approach and 

agree you should build the cash 

safety net. It is also opportunity 

money for the future.

legalities in future or 
any other issues at a 
later stage?

A  I am very 

supportive of 

topping up your offset 

account to protect you 

if things get tough. You 

have built up a very good 

base of assets at an 

early stage in life. Your 

super will be growing 

nicely due to your 

employer’s contributions. You 

have a paid off a home – well 

done, that is so critical for wealth 

creation. Your three investment 

I am 22 and work as a graduate
lawyer earning $60,000pa as

well as working in a part-time job on the
weekends that brings in an extra $400 a
fortnight. Together that gives me about
$2000 a fortnight. I have $33,000 in
savings and about $40,000 in super. My
rent is $370 a fortnight.

I really want to start investing this year,
possibly with higher-risk investments.
However, I’m not sure whether I should
try share trading with a $10,000 account
(which I’m very interested in) or property
investing. Do you have any advice for what
I should do? Or is there a better strategy I
haven’t considered?

A   My elder daughter is also a young 

lawyer. She is finding the hours 

demanding but the work stimulating. I hope it 

is going well for you.

At your age, as 

with obtaining a 

law degree, it is all 

about learning. I 

am happy for you 

to do some share 

trading but stay 

away from those 

flogging “share 

trading seminars”. 

If they really were that

good at it, why train others

for cash? They’d just trade

their own accounts. The ASX has an 

online course that you may find useful.

I don’t really think there is a third strategy, 

except starting your own business. But right 

now I think working in the law is your best 

training. Another possible option is a master’s 

or similar from an overseas university – a good 

use of your savings, in my opinion.

Alana’s top priority is to ...

Decide personal plans
But these are 

personal choice. 

So that takes us 

to property. I am 

happy for you to go 

this way but a little 

concerned it may 

lock you into having 

to work to support 

the mortgage. Given 

your savings capacity, it 

is worth running numbers 

and looking around for what and 

where you might buy. But I do worry 

about tying yourself down at a very young age.

Your salary will grow and I wonder if a 

property is something for a few years’ time. 

What is most important is to decide your 

personal plans for work, study and travel. 

Make your investments fit around your 

personal plans.

Q

Q
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I am a 32-year-old professional
male earning $120,000pa, with

about $100,000 in superannuation. My
home is valued at around $380,000, with
a mortgage of $225,000 still owing. I have
an investment property worth $175,000
and a mortgage of $159,000 owing.

I also half-own two other investment
properties: an apartment worth around
$450,000 with a mortgage of $328,000
and a commercial property worth around
$500,000 with an outstanding mortgage
of $323,000.

I have $30,000 invested in exchange
traded funds (ETFs) and about $80,000
in cash offsetting my home mortgage.

What should my plan be from here?
Should I utilise the cash available
to purchase additional investment
properties?

A  Alex, the world of investment is your 

oyster. As I said to Alana (previous 

page), I think the real decision is about you and 

your life. Is it time to take “time out” and do 

some overseas study? Is a career change of 

interest to you? Would you start your own 

business? I really would like you to ponder 

these life decisions. If the answer is you are 

perfectly happy then, frankly, I’d keep banging 

away at your current strategy. 

You have residential and commercial 

property, a home, ETFs and cash on hand. 

Your debt is getting up there but you have 

good income. Some ETFs or similar with global 

exposure would round out your investments, 

but as long as you keep a close eye on debt 

levels, are realistic about losing a tenant or 

your job, hold income protection insurance 

in case you get ill and recognise that at some 

stage interest rates could go up, then really 

you are pretty much on top of things.

Presumably your super is also ticking away. 

All in all, you are in a terrific position.

Alex is in the perfect position to ...

Make some 
life choices

Q I am 19 and studying commerce,
with a major in accounting and

finance, at Monash University. I still live
at home. I am an avid saver and have
accumulated just shy of $30,000 from a
job that I have had since 14. I have the
money in a savings account earning
2.6%. When I turn 20 I will receive an
inheritance of $150,000 that has been
earned through my grandparents’ shares
they invested in a long time ago. As I am
studying finance and have a moderate
understanding of shares and other
investments, I wonder what I should do
with the $30,000 and then the $150,000?
I love the sharemarket and find it so
interesting to research and understand
the fundamentals of companies.

A  You have also answered your 

question for me, James. It is really 

interesting that you said “I will receive an 

inheritance of $150,000 that has been earned 

through my grandparents’ shares they 

invested in a long time ago”.

Your grandparents got it. Shares are a 

casino over days, weeks or months. But over 

years and decades, a decent portfolio has 

been a wonderful wealth creator. So why 

not follow this excellent lesson? You are a 

youngster and I think a property investment 

will tie you down and teach you nothing. 

Take a look at the ASX online course, 

keep on learning, make sensible, considered 

decisions and set a decent time frame. Time 

makes shares an investment, not a gamble. 

One day you may need to sell shares to buy a 

home, as I did as a 27-year-old. But the skills 

I gained were invaluable. And as my income 

went up and my mortgage went down, I was 

once again able to buy shares. I love owning 

my home and some investment property, 

but the key to my financial independence has 

been shares in companies.

James’s interest in shares can ...

Create long-term wealth 

Q
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I’m 56 and my wife is 57. I am
self-employed and earn $75,000

net after expenses; my wife earns $50,000
gross. We own our home worth $650,000
and have $700,000 and $100,000
respectively in AustralianSuper’s
balanced option. We have an apartment
worth $300,000 (bad investment), which
is currently tenanted at $1200 a month,
and 11,000 Telstra shares against an
investment loan of $380,000.

The plan is to downsize our home, sell
the apartment and be debt free in three to
four years and transition to retirement or
retire completely on an allocated pension.
I contribute $35,000 into super each year
and my wife has employer contributions.
Based on these figures, what do you think
we can draw from an allocated pension?
Is this a sound strategy or are there better
ways of investing my super, such as
shares, exchange traded funds, etc.

A  Tony, I am now 60 and my super 

has been converted to a transition 

to retirement (TTR) pension as I am still 

working. But my super balance is now tax 

free, as is my 4% pension. I put in the 

maximum pre-tax contributions of $35,000, 

as do you, and also after-tax contributions 

as I can.

You can draw up to 10% from your TTR, and 

this will be concessionally taxed, but work out 

a budget to determine how much you need to 

cover your living expenses. When you’re 60, 

like me, you will pay no tax when you draw 

your money out of super. All I know is that a 

tax-free investment pot paying me a tax-free 

pension is gold.

The rules may change restricting what we 

can put in and maybe the TTR rules will also 

change, but I doubt retrospectively. So 

maxing your super at your ages just makes 

sense to me.

AustralianSuper does a really good job 

managing people’s money and increasingly, 

like all funds, is offering more choice to 

investors so it can compete against do-it-

yourself funds. It is also low cost, which is 

important. I’d check out all the options it 

offers before you do anything else.

Tony is on target to ... 

Build up the 
super ‘gold’

Q My wife is 32 and I am 31 and we
have a 15-month-old. I earn

$85,000 before tax including super and
my wife works part time and earns
$40,000 before tax including super.

We have about $90,000 combined in
super. We have a mortgage on our house,
which is valued at $650,000, and savings
of $630,000 in an offset account. We are
wondering how we should start to invest
once we reach a positive on our mortgage.

We are considering an education trust
fund for our child and the second one
in the near future. Should we consider
managed funds or invest in a property to
take advantage of negative gearing?

A  Goodness me. I am just stunned at 

how well some Money readers are 

doing financially. Chua, at 31 you are in a 

wonderful position. I must be boring readers 

by now, given I seem to say this each month, 

but when I was 31 and my wife Vicki was 30, 

we had a leased car, a very big mortgage and 

not much equity. To be fair, I had started my 

business ipac which, while worth little back 

then, did very well over time.

Frankly, I would not go with an education 

fund. You are so financially disciplined that I 

think you should simply keep creating wealth. 

It is clear you must be saving quite large 

amounts. I encourage you to keep adding to 

super and then it really is your choice whether 

you buy an investment property, build a share 

portfolio or a combination of both.

For your 15-month-old and another child, 

you could do what we did and buy some 

shares in their name or your name as trustee. 

We simply bought small parcels of well-

known shares each year. Over the decades 

this was a great strategy and one you might 

want to consider. A managed fund or an 

exchange traded fund (ETF) are another idea 

worth considering.

Chua could consider buying ...

Shares for the children

Q



MONEY MAY 2016 23

I’m 47 and paying about $1700 
a month in rent. My annual 

package is $98,550, including super. I’m 
permanently employed. My wife does 
some work  and makes about $18,000 
a year. I have about $200,000 in super, 
about $18,000 in cash and about $18,000 
in blue-chip shares.

I feel I need, in preparation for 
retirement, to own my own home. I’m 
looking to buy a one-bedroom apartment 
in the Melbourne CBD, or no more 
than about 30 minutes away via public 
transport. I’d like to buy this year. 
Given my age, I would like to pay off the 
apartment within 10 years. To afford 
repayments I may need to limit properties
to no more than about  $350,000. I pay 
the maximum amount allowable into my 
super, and I’m thinking I probably need to 
cut my super contribution in order to save 
as much as I can for a deposit and to meet 
the repayments on a property. I’ll also 
need to cash in my shares  to maximise 
the deposit. What do you think is the best 
thing to do? 

Geoff is keen to buy a home but ...

No need to rush

Q  My wife and I are investing in 
stock exchange securities for our 

young daughters, in order that they are 
able to live off the distributions in 30 to 
50-plus years’ time, without ever having 
to sell the securities.

This is a long-term buy-and-hold 
strategy, through reinvestment and 
compound interest. 

Exchange traded funds (ETFs) appear 
the obvious choice to set the foundation of 
these investments. How can we be sure the
ETF provider will be around for the long 
term, though?

Should we reconsider using ETFs 
and instead invest directly in blue-chip 
companies, which have longevity and 
history on their side despite the reduced 
diversification compared with ETFs?

In Chris’s long-term plan for his daughters ... 

ETFs would be a good fit
A  Hi Chris, what a perfect question to 

follow Chua’s (previous page). Your 

young daughters will be very happy in several 

decades. I am a fan of ETFs. I would have used 

them for my three children (now adults) but 

they did not exist then. I would still be quite 

happy for you to buy shares but where ETFs 

are terrific is the broad exposure they give you. 

Even better, they are super cheap.

In terms of the provider disappearing, I don’t 

see this as a big issue – providing you use 

the bigger players, such as Vanguard, which 

hold real assets on your behalf. Some do use 

only derivatives or synthetics but I prefer an 

ETF that holds real assets. This is a biased 

comment, as I am a shareholder and chairman, 

but take a look at the InvestSMART ETF funds: 

here you get a professional manager selecting 

the best ETFs in a single fund. 

A  Hi Geoff, a really interesting question. 

First, I agree with you that buying a 

home is a great idea. I also agree that a decent 

deposit is the way to go. Mortgage insurance, 

which does nothing for you but protects the 

lender, costs a fortune. Clearly it is best 

avoided, so that means a deposit of around 

$70,000. It pains me to see you reducing 

super contributions but I think this is 

necessary in the short term. It also pains me to 

see the shares sold.

However, I think you are making a decision 

for your longer-term good. Given the boom 

Melbourne has had, I do not see a need to 

rush in. Many apartments have been built 

and the quality is very variable. Your detailed 

question tells me you have your act together, 

so I really want you to do a lot of research 

before you buy. Take great care with location 

and build quality and buy in an area with all 

the features we want: public transport, health, 

entertainment and, of course, decent coffee! 

Send your questions to:  
Paul’s Answers, Money magazine, GPO Box 

4088, Sydney NSW 2001 or  

money@bauer-media.com.au.  

Sorry, but Paul can’t personally answer your 

questions other than in the Q&A column.

DO YOU NEED PAUL’S HELP?

Q
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WINE SPOTLIGHT

The Hesketh family has gained a serious toehold in 

the market for quaffing wines in a few short years. 

Senior winemaker Phil Lehmann shows his versatility 

by providing continuity with the iconic Parker reds 

from Coonawarra as well as crafting a raft of splendid 

value-for-money South Australian wines. Look for the 

Mezzo and Hesketh labels and take your choice. For 

example, you can have an intense, vibrant Hesketh 

Adelaide Hills Sauvignon Blanc for $20 or this budget-

priced 'Bright Young Things' at an everyday price: 

refreshingly clean, bright and easily gulpable, a tropi-

cal, fruity edge and lively, crisp acidity to finish.

In the years since selling Petaluma, Brian Croser has rein-

vented himself and established a now-flourishing family 

business that makes a range of excellent wines: chardon-

nay from the Tiers Vineyard in the Piccadilly Valley, classy 

reds from the mature Whalebone vineyard at Wrattonbully 

and seductive pinots from a cool site on the previously 

unfancied Fleurieu Peninsula. With more than a decade of 

vine age, the Foggy Hill vineyard is showing consistency 

with its pinots: from the warm 2014 vintage there’s a sup-

ple, fleshy yet structured pinot that has delicate, spicy flo-

rals, wonderful concentration of redcurrant and blackberry 

brambles, and an elegant finish that lingers. PETER FORRESTAL

Three reasons to visit in Mad March

TRAVEL

1. WOMADelaide. Every year in “Mad 

March” – what the locals call the weeks when 

the city stages numerous events and visitor 

numbers swell – Adelaide plays host to this 

celebration of music and dance. It is held over  

four days in the Botanic Park and features 

entertaining acts from all over the world. You 

can purchase passes for a night, day and night, 

three days or four days. Children aged 12 and 

under are admitted free when accompanied 

by a paying adult. Take along a rug, hat and 

picnic hamper, find a patch of grass and enjoy! 

The 2017 festival will be held from March 10 

to 13.

2. Adelaide Fringe. Renowned as one of 

the best arts festivals in the world, the Fringe 

is held every year from 

mid-February to mid-March. 

Talented artists come from 

all over the world to per-

form at venues across the 

city. The entertainment 

includes comedy, cabaret, visual art, theatre, 

dance and film. Adelaide Fringe 2017 will take  

place from  February 17 to March 19. Don’t 

miss the highly entertaining free street theatre 

in the evening, when Rundle Street is closed 

to vehicles and becomes a pedestrian-only 

thoroughfare. 

3. Haigh’s factory tour. To keep up the 

energy levels to enjoy all the events, there's 

Haigh’s chocolates. Book a free guided tour of 

SPLURGE

Destination: Adelaide

the factory in Parkside, not far from the CBD. 

Tours operate from Monday to Saturday, start-

ing at 9am. Book online at haighschocolates.

com.au/tours or phone (08) 8372 7070. Pick 

up one of the famous chocolate frogs from the 

store as well as some well-priced “seconds”. 

EMI BERRY

2014 Tapanappa 
‘Foggy Hill’ Pinot Noir $55

2015 Hesketh ‘Bright Young Things’ 
Sauvignon Blanc $12

Sweet sounds  ... the city celebrates; Haigh’s chocolates.
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DRIVING PASSION

Cheapest new cars
Tiddlers deliver big value

$13,990-
$18,990
Holden Spark
A big step up com-

pared with its pre-

decessor. A 73kW 

1.4-litre engine gives 

it more punch than 

sub-$14,000 rivals, 

and the standard 

Apple CarPlay and 

Android Auto sys-

tems are rarities in 

this price realm.

Pros: Neat styling; 

standard smart-

phone integration. 

Cons: Another $1000 

buys a Mazda 2 or 

Honda Jazz – much 

better cars; LT 

version with CVT 

automatic is pricey 

at $19,000.

holden.com.au

$11,990-
$17,490
Mitsubishi 
Mirage
Five-year warranty 

adds to its appeal. 

The warranty speaks 

of the brand’s repu-

tation for reliability. 

Pros: Decent level 

of standard equip-

ment for the money; 

economical, at 

4.6L/100km on the 

official combined 

cycle; option of a 

sedan version.

Cons: Slow (it’s alone 

in the company of 

the Celerio); suspen-

sion can get bouncy; 

sedan has met with 

the ugly stick.

mitsubishi-motors.
com.au

$12,990-
$13,990
Suzuki Celerio
Drive-away pricing 

might make it Aus-

tralia’s cheapest new 

car. Its strengths 

include a character-

ful three-cylinder 

engine and decent 

handling and ride.

Pros: Lively 

three-cylinder 

engine; nice manual 

gear shift; quite com-

fortable to ride in (for 

a sub-900kg tiddler); 

good handling. 

Cons: Odd styling; 

imprecise steering; 

CVT automatic gear-

box costs an extra 

$1000 and saps 

engine power.

suzuki.com.au

EXTRAVAGANCE

The conventional wisdom – or, at least,

ours – has long held that buying a 

good newish used car was a better bet 

than spending the same amount on a 

bargain-basement new car. That said, 

a new car has a certain allure, bringing 

a warranty, that new-car smell and the 

promise of years of trouble-free motoring. 

So is our theory still valid? How do today’s 

least expensive new cars stack up against 

the alternatives – in this price bracket, 

that could be a three-year-old Mazda 3 

hatchback.

Well, let’s meet them and take a closer 

look. The Mitsubishi Mirage, at $11,990 

plus on-road costs, is officially the cheap-

est new car available. It boasts a five-year 

warranty, comes better equipped than 

cars of this price ever used to, and is 

offered in hatch and sedan body styles. 

The Suzuki Celerio is a close second, or is 

it? That $12,990 price tag is a drive-away 

figure, which might make the Suzuki our 

cheapest new car – there’s not much in it. 

Finally, Holden’s newly arrived Spark 

hatch promises to be a vast improvement 

over the model it replaces, features Apple 

CarPlay and Android Auto smart phone 

connectivity, and remains cost effective 

at $13,990. JAMES WHITBOURN

WEB FIND
FANCY.COM
                                             

Fancy is the 
new place 
to fi nd all 
the random 
things you 
never knew 
you needed. 
Ever 
wanted 
a phone 
holder for 
your ramen 
bowl? Or a 
triangular 
frying pan? 
Spice things 
up with all 
the weird 
and wonder-
ful gadgetry 
available on 
Fancy. 
Steph Nash

Colourful past
Original vintage posters, 
such as the Petrushka 
poster by Boris Bucan, 
1983, and Bitter Campari 
by Cappiello, 1921, can 
create a talking point in 
your home. 

Where to buy: 
letitiamorris.com

How much: 
Petrushka poster (204cm x 195cm), 
$8000; Campari poster (100cm x 
70cm), $6000. 
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Back up your data
It’s worth the cost to 
protect precious fi les

What is it? WD My 

Passport Ultra 1TB

How much? $109

Pros: Most external 

hard drives fit into one 

of two categories: 

lighter, smaller devic-

es powered by a USB 

or heavier units that 

have their own power 

cord and extra capac-

ity. WD’s My Passport 

Ultra represents 

the former, which 

typically cost more 

for their miniaturised 

convenience. Still, at 

around $100 for a 

terabyte, My Passport 

is both affordable and 

practical.

Cons: Might be worth 

spending a bit extra to 

double the capacity.

wdc.com

We’ve been stressing the 

importance of keeping 

a personal backup of your data 

for years and it’s advice that’s 

worth repeating. A survey by 

storage company Backblaze 

found that 25% of people had 

never backed up their computer, 

and almost 40% admitted their 

backup was a year or more older. 

Similar research by backup firm 

Carbonite found almost 30% 

acknowledged their data was 

irreplaceable but didn’t know 

when it was last backed up! 

Despite the amusing side of 

this, it’s no laughing matter if 

your data is destroyed, lost or 

stolen. Losing the only copy 

of family photos or important 

personal documents doesn’t 

bear thinking about. Luckily, for a 

small sum you can easily back up 

all of this onto an external hard 

drive, and if you’re really con-

cerned a separate online backup 

is a good idea too. 

Since last we covered this 

topic, Google Photos now offers 

free unlimited photo backup – an 

awesome freebie that’s well 

worth looking into. PETER DOCKRILL

What is it? Samsung 

Portable SSD T1 1TB

How much? $486

Pros: While solid 

state drives have 

become increasingly 

common in note-

books and DIY PCs, 

they haven’t made as 

much of an impact in 

external drives. But 

that’s changing, with 

a few companies 

adopting the tech-

nology, which is fast 

and light, having none 

of the moving parts 

of a mechanical hard 

drive.

Cons: Brilliant per-

formance comes at 

a cost. But if speed 

(and lightness) are 

important, this is it.

samsung.com.au

What is it? Seagate 

Backup Plus Desktop 

Drive 4TB

How much? $218

Pros: While WD’s 

drive is sleek and 

small, Seagate’s is 

noticeably bigger and 

heavier. It also sports 

its own dedicated 

power supply, which 

makes carrying it 

around a bit more of 

a task. But “desktop” 

drives like this are real-

ly meant for parking 

near a PC and using to 

back up large amounts 

of data.

Cons:  Yes, it’s heftier 

but so is the capac-

ity – and this model 

comes in sizes up to 

8TB.

seagate.com

What is it? Ever wanted to 

take a leap of faith? Abseil 

down Melbourne’s iconic 

St James building to help 

Anglicare Victoria raise 

funds for children in need. 

Anyone over 16 can take 

part, either as an individual 

or team. The event will take 

place on May 27-28. It costs 

$150 to register, and you 

must raise at least $850 to 

secure your place at the top 

of the 113-metre skyscraper. 

Registered climbers will be 

guided through the abseil 

by the event partner, Zenith, 

which specialises in adven-

ture-based experiences.

Where your money goes: 
All funds help Anglicare 

support Australian foster 

children. The charity houses 

over 400 children each 

night, and provides training 

and support for foster car-

ers. It also runs programs 

to help foster children catch 

up to their peers on an emo-

tional and educational level. 

How to donate: To register 

see altitudeshift.org.au or 

phone (03) 9412 6133. 

STEPH NASH

GIVE IT UP
Anglicare’s 
Altitude Shift

COMPARE THE PAIR

What is it? solo2 wireless, 

Beats by Dre

How much? RRP $399.95

Info: With a built-in microphone, 

Beats by Dre’s headphones double as 

a hands-free communication device. 

Pivoting ear cups (also foldable) 

make for a stylish and natural fit. It is 

compatible with Bluetooth devices 

and has a battery life of 12 hours. 

Music to your ears
Wireless headphones What is it? Soundlink 

on-ear Bluetooth head-

phones, Bose

How much? RRP: $349

Info: Bose’s headphones are 

also a wireless hands-free 

headset for your phone. Known 

for its innovative sound tech-

nology, Bose uses its patented 

TriPort technology with active 

equalisation to deliver crisp 

sound. The battery lasts for up 

to 15 hours.  
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Hi AJ. Crikey, I love Money readers. 

“Thank you for your wisdom” is such a 

nice thing to say. Let me put this in context. 

I am fortunate to have a bunch of university 

mates from the mid-1970s; we were at 

Baxter College at the University of NSW 

together. As is the way with old mates, 

they do keep you grounded. One of their 

favourites happens when someone comes 

to say “hi” to me at the pub. Quite often this 

person ends up saying something along the 

lines of, “You make money issues sound 

simple”. My mates think this is terrific. Their 

response is well rehearsed: pretty much 

in unison they say that the reason I make 

money issues sound simple is “he is not very 

bright”, followed by uproarious laughter.

So I do appreciate your confidence in 

whatever wisdom I may have and I'll do 

my best. First, congratulations on your 

marriage. You two are doing exactly the 

right thing and saving like crazy – $4000 a 

month is effectively one of your incomes. 

This, plus the money in your offset account, 

will have you debt free in a bit over a year. 

But this is not critical. With your savings and 

equity, you are being really conservative 

looking at a house at around $550,000. 

Assuming your current home is worth what 

you paid for it, you have equity plus savings of 

close to $250,000. A $550,000 house, plus 

stamp duty and costs, would take an outlay 

close to $600,000, so your mortgage would 

be some $350,000. Repayments would be 

about $2000 a month for 25 years (at 4.5%). 

I appreciate you may well move to one 

income but maternity (or paternity) leave is 

quite generous and I would imagine that you 

would work out a plan for the primary carer to 

return to at least part-time work over time. So 

I think it makes a lot of sense to buy a bigger 

home now or at a time that suits you.

Prices may well fall in the short term but our 

population is growing quite rapidly and, unless 

you live in an area that has a falling population, 

poor job prospects or other negative features, 

buying a bigger home is a good idea. Sure, it 

is important to look at your budget based on 

one income but with a single income of some 

$85,000, it seems to me that you are in a solid 

position to handle a $350,000 mortgage.

Compulsory super is also adding to your 

wealth; it is also likely to be invested at least 

partially in shares, giving you diversification.

Wisdom this may not be. But a plus of 

turning 60 is that I can look back on my 

own life. My wife Vicki and I were always 

concerned about debt, plus the costs of 

having three children. We bought a small 

semi-detached house as we had our 

first child. As the others came along we 

borrowed a heap of money to buy bigger 

homes. I remember Vicki sleeping badly 

due to our sizeable mortgage but she 

seemed to relax when I explained that as 

the bank owned most of whichever house 

we were living in, there was not a lot of 

downside for us personally.

So my advice is to be stay reasonably 

conservative, plan carefully and go for it. I 

really wish you both all the best and a great 

life. I am sure someone has already said this 

but be brave, not fearful. 

ASK YOUR QUESTION

If you have a question, email money@

bauer-media.com.au or write to GPO 

Box 4088, Sydney NSW 2001. Ques-

tions need to be 150 words or less and 

you must be willing to be photographed. 

Readers who appear on this page will 

receive a six-month subscription.

PAUL’S VERDICT: BE BRAVE, NOT FEARFUL – AND GO FOR IT
Prices may fall in the short term but our growing population will push them back up

Iam 43 and recently married for the first 

time. My wife, Julie, is 10 years my junior 

and we are both schoolteachers in the public 

system. Our combined income is around 

$170,000 a year. Before I got married, I bought 

the unit I was renting for about $300,000 and 

this is where we reside. We try to put around 

$4000 towards the mortgage every month 

but still owe about $115,000. We have around 

$50,000 in our offset account.

We are in the market for a bigger home as 

we plan to start a family soon. We have looked 

at many houses in our area and have seen 

several that appeal to us in the mid-$500,000 

range. Is this beyond our means? Is it a good 

time to buy or should we pay off the unit first 

and wait for prices to drop? Obviously we may 

be living on a single salary for a few years in 

the near future. Thank you for your wisdom!

AJ

Is it the right time to buy a bigger house?
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REAL  
ESTATE
FOR LESS THAN  

$350K

D
espite constant 
media cries of 
an affordability 
crisis, there remain 
plenty of options 

for buyers on a budget. Investors 
seeking to buy for less than $350,000 
can find opportunities in some 
capital cities and ample possibilities 
in strong regional centres.

Cheaper suburbs can also provide 
good capital growth. There have 
been periods in the recent past 
when the list of leading suburbs 
for long-term median-price growth 
were dominated by the lower end 
of the market, most notably in 
Melbourne, Brisbane, Adelaide 
and Perth.

In the current cycle, most of 
these lists are dominated by 
middle-market city areas. But as 
the greatest momentum is now in 
outer-ring suburbs, particularly in 
Melbourne and Brisbane, cheaper 
suburbs are likely to start featuring 
again in the price growth lists. So 
it is timely for buyers to consider 

properties in the outer-ring suburbs 
of some cities. 

The bulk of buying demand is 
focused on affordable property
in areas with good services and
amenities, so that type of dwelling 
is likely to provide steady growth 
– provided its location fulfils
real estate basics such as good
infrastructure (transport, shops, 
schools and medical facilities)
and proximity to jobs. 

Of course, many Australians may 
aspire to live in the millionaire
suburbs of our major cities but
these are beyond the reach of
most buyers.

Investors need to f ind
areas that offer more than
just cheap homes. One basic
formula Hotspotting applies is:
affordability + infrastructure +
jobs nodes = price growth. 

Investors will also find better
rental yields when buying in
the lower price ranges. Finding
properties that are cash flow
positive, or at least cash flow

neutral, is much easier at this
end of the market.

Following the recent three-
year price boom, it’s difficult to
find markets in Sydney with
good options at a price less than
$350,000. The best possibilities
are apartments in the Liverpool
and Blacktown precincts. In the
suburb of Liverpool, the median
unitpriceis$380,000(whichmeans
half of all sales are at prices less
than that). It is the No.1 location 
in Sydney for first-home buyers, 
not only for affordability but for 
proximity to services and amenities.

Melbourne has a bigger range 
of choices but is nearing the 
end of its current up-cycle. One 
symptom of that reality is that 
most of the precincts with strong 
sales momentum are in the outer 
reaches of the metropolitan area. 

The local government areas 
(LGAs) of Whittlesea (far north), 
Casey (far south-east), Wyndham 
(far south-west) and Brimbank 
(west) all provide affordable 
options, although maybe a little 
more than $350,000. Plus they 
have prospects for capital growth, 
boosted by good infrastructure 
and proximity to employment.

Many of the areas with rising 
activity are in south-east 
Queensland. Brisbane’s market 

has been busy for the past two 
years and some pockets have 
recorded double-digit growth 
in median prices (although the 
generalised figure covering the 
wholemetropolitanarea has been 
only3%-5%ayear).Now the areas 
with the greatest momentum are 
on the fringes. These include 
Ipswich City (far south-west), 
Logan City (far south, bordering the 
Gold Coast) and the Moreton Bay 
region (far north). There is good 
supply of affordable properties, 
including suburbs with median 
house prices in the $200,000s.

Logan City and Moreton Bay 
Region are the leaders in the 
Brisbane metropolitan area. It’s 
not too hard to find houses in 
both precincts for prices less than 
$350,000 and yields above 5%.

Ipswich City has traditionally 
been the capital-growth king of 
the greater Brisbane area. A down 
period over the past three years 
or so has trimmed growth rates  
but the Ipswich City market is 
now mounting a comeback.

Adelaide has plenty of cheap 
suburbs, including some with 
median house prices below 
$200,000. The downmarket image 
of some of the northern suburbs 
may deter investors but cheap areas 
attract strong demand and prices 

HOUSES & UNITS

Explore the outer spaces
New hotspots have appeared 
in the cheaper suburbs that 
have good amenities and access 
to jobs, reports Terry Ryder

COVER STORY
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HOTSPOTS
LOCATION LGA TYPE MEDIAN

PRICE
1YR PRICE
GROWTH

YIELD

NSW

Dubbo Dubbo  Houses $320,000 2% 5.5%

Liverpool Liverpool  Units $380,000 15% 4.7%

Mount Druitt Blacktown  Units $345,000 16% 5.0%

Port Macquarie Port Macquarie  Units $300,000 5% 5.4%

West Albury Albury  Houses $320,000 11% 5.7%

VICTORIA

Ballarat East Ballarat  Houses $275,000 -2% 5.2%

California Gully Bendigo Houses $260,000 -3% 5.8%

Cranbourne Casey Houses $350,000 7% 4.9%

Deer Park Brimbank Houses $380,000 8% 4.4%

Epping Whittlesea Houses $390,000 5% 4.6%

Epping Whittlesea Units $315,000 5% 5.3%

Frankston North Frankston Houses $320,000 16% 4.4%

Hampton Park Casey Houses $370,000 8% 4.7%

Werribee Wyndham Houses $345,000 10% 4.9%

QUEENSLAND

Beaudesert Scenic Rim Houses $340,000 -3% 5.0%

Beenleigh Logan Houses $310,000 1% 5.8%

Caboolture Moreton Bay Houses $325,000 7% 5.6%

Cairns North Cairns Units $240,000 4% 7.5%

Deception Bay Moreton Bay Houses $325,000 6% 5.6%

East Ipswich Ipswich Houses $280,000 17% 5.7%

Inala Brisbane Houses $320,000 8% 5.1%

Manoora Cairns Houses $310,000 15% 6.2%

Nambour Sunsh. Coast Houses $350,000 4% 5.6%

Redbank Plains Ipswich Houses $305,000 3% 5.5%

Redcliffe Moreton Bay Units $370,000 10% 5.1%

Woodridge Logan Houses $265,000 7% 6.3%

WESTERN AUSTRALIA

Armadale Armadale Houses $320,000 -2% 5.2%

Rockingham Rockingham Units $320,000 -9% 5.6%

SOUTH AUSTRALIA

Parafield Gardens Salisbury Houses $305,000 3% 5.6%

Seaford Onkaparinga Houses $345,000 3% 4.9%

TASMANIA

Invermay Launceston Houses $225,000 5% 6.7%

Moonah Glenorchy Houses $235,000 4% 5.9%

Source: Australian Property Monitors, as at 1-Feb-16

do grow. In the past 12 months, 
median prices have grown 9% in 
Elizabeth Grove ($195,000) and 
11% in Elizabeth Park ($200,000).

More appealing, perhaps, are 
the suburbs of Onkaparinga in 
the far south, where a bayside 
lifestyle and improved transport 
links have boosted sales and prices 
in the Seaford suburbs. Prices are 
typically in the $300,000s.

Hobart is the cheapest of the 
capitals (median dwelling price 
$340,000) and provides plenty of 
opportunities to buy houses in the 
$200,000s and low $300,000s. The 
city previously lacked any growth 
impetus but the state’s economy 
is recovering and it is starting to 
drive the property market.

In the Glenorchy LGA in 
Hobart’s north, suburbs such as 
Moonah, Lutana and Glenorchy 
have median house prices below 
$300,000. Close to the city centre, 
apartments are affordable in New 
Town and Sandy Bay.

Perth presents options because 
its market is three years into a down 
phase and buyers can negotiate 
attractive prices. Affordable options 
with future growth prospects can 
be found in the Armadale and
Rockingham areas.

There are plenty of happy hunting 
grounds in regional areas as
well. Cities such as Albury, Wagga 
Wagga, Goulburn, Queanbeyan, 
Dubbo, Orange, Gunnedah and
Tamworth are strategic regional 
centres with solid economies and 
good growth prospects.

Port Macquarie in northern NSW 
has had strong market growth in the 
past two years, boosted by a strong 
tourism market and infrastructure 
spending. But apartments remain 
attractively priced.

In Queensland, homes have 
become considerably cheaper in 
locations adversely affected by 
trends in the resources sector – 
but you don’t want to be buying 
there, as markets are still falling.

Locations with affordable homes 
and decent growth prospects in 
the regional areas of Queensland 
include Cairns, the Sunshine Coast 
and Beaudesert. Toowoomba has 
affordable options and a strong 
economic future but the best time 
to buy there has passed.

Cairns is a growth economy and 
its unit market offers the strongest 
rental yields currently available 
in the nation. It’s not difficult 
to find affordable apartments 
with gross rental returns in the 
7%-8% range.

Victoria has a number of strong 
regional cities with growth prospects 
and homes at less than the $350,000 
threshold. They include Ballarat,
Bendigo, Sale and Warrnambool.

Tasmania’sNo.2 city, Launceston, 
will benefit from the recovery in 
the state economy and has lots of 
suburbs with median house prices 
in the $200,000s. Invermay, on 
Tamar River, for example, has a 
median price of $225,000.

Terry Ryder is founder and director 
of hotspotting.com.au.

Strong outlook ...
Queensland’s Sunshine
Coast has affordable
homes and good
growth prospects.
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R
eturns averaging
10.5%paforthepast
15years, longleases
and regular rental
increases–what’snot

tolikeaboutcommercialproperty?
Especially when you can buy
many properties for less than the
cost of a residential investment
in the major cities.

There are many ways you can
invest indirectly inboth localand
overseas commercial property,
includingthroughAustralianreal
estateinvestmenttrusts(A-REITs),
exchange traded funds (ETFs)
and mFunds.

But if you prefer the control
that direct investment gives, you
canbuyacommercial investment
property just as you would buy
a residential house or unit as an
investment. Retail outlets, office
suites, industrial units, strata
holiday suites and car parking
spacesaresomeexamplesofwhat’s
available. And while they’re not
as easy to find as residential,
there are some sites that list
commercial property for sale,
including commercialrealestate.
com.au, realcommercial.com.au
and commercialview.com.au.

Commercialrealestate.com.au
had15,733propertieslistedforsale
at the time of writing and they
ranged in price from $35,000 for
a 15 square metre vacant storage
unit in Lane Cove, on Sydney’s
lower north shore, to $22 million
for a 5185sqm development site
at Southport on the Gold Coast,
which has plans and designs for
a 48-level building.

Ofthepropertiesforsale,111were
available for $350,000 or less but
remember you would also pay
GSTonthese,sofactorinanextra
10% on most. Examples include:

• Officeormedicalsuite,42sqm,
inNorthSydney,withonecarspace
without a tenant for $285,000.

• Tenanted retail space, 45sqm,
in Melbourne CBD for $250,000,
returning 7%pa.

• Industrialwarehouse, 123sqm,
atCurrumbin,ontheGoldCoast,
vacant, at $265,000.

• Tenanted office suite, 29sqm, 
in Adelaide CBD, returning 7%pa.

One of the biggest hurdles 
with a commercial real estate 
investment is finding a reliable 

tenant who will be able to pay 
the rent over the long term. Your 
tenant pool will mainly comprise 
small businesses and a reasonably 
high percentage of these typically 
run into difficulties. 

To ensure you find a tenant who 
can pay the rent, get references, 
check with previous landlords 
and ask for either three months’ 
rent in cash in advance or a bank 
guarantee. That’s the advice of 
those who’ve done it. Once you have 
secured a good tenant, commercial 
real estate has a lot going for it.

First there are the great returns, 
which compensate for longer 
vacancies and more patchy capital 
growth. In 2015, commercial 
property returned an average 
14%pa, and 10.5%pa over 15 years, 
reports the Property Council 
of Australia (PCA). Last year  
healthcare was the best sector 
with a 23.8% return, followed by 
hotels (17%), industrial (15.5%), 
office (14.6%) and retail (12.4%).

Commercial leases are usually 
far longer – often five years with 
options – than those for residential 

property leases. If you are buying a 
tenanted property, check the lease 
carefully so you know exactly 
what you’re getting. For example, 
if the occupant is four years into 
a five-year lease with a five-year 
option, don’t assume that means 
they’re there for another six years. 
It’s the tenant who makes the 
decision on whether to take up 
the five-year option at the end of 
the original term.

Regular rental reviews are 
included in most commercial 
property leases. They can be linked 
to the consumer price index or 
be a predetermined percentage, 
so your rental return is likely to 
at least keep up with inflation. 

Commercial tenants often pay 
most of the outgoings, such as 
insurance, council rates, repairs 
and maintenance. This means 
most of the rent goes into the 
owner’s pocket. The landlord 
also has more certainty about 
cash flow, which is especially 
important for people who need 
to live off their rental income, 
such as retirees.

Steady stream of cash
Landlords 
who need to 
live off the 
income, retirees 
especially, 
should look at 
small business 
premises, says 
Pam Walkley

COMMERCIAL

COVER STORY
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A-REITs are star 
performers

I
f you love investing in 
property, it is hard to go 
past listed Australian real 
estate investment trusts, 
known as A-REITs.  Instead 

of holding all your money in one 
property, your investment will 
be diversified across a number 
of regions and styles of property 
such as retail, commercial and 
industrial buildings. A-REITs 
can be bought and sold easily 
on the stock exchange or from a 
fund manager. 

Folkestone’s annual real estate 
outlook reports the sector has 
had five consecutive outstanding 
years (after disasters in the GFC), 
returning 15.3%pa, more than 
double the Australian sharemarket’s 
6.7%pa and bonds’ 6.6%pa. In 
2015, A-REITs returned 14.4%, or 
seven times the cash rate. Their 
run continues this year after a 
5.5% return for the March quarter.

A-REITs have been the best 
performers of global property 
trusts over the past year, helped 
by a falling Australian dollar, 
takeover activity and the hunt 
for yield by both local and global 
investors. There is some concern 
that they are becoming expensive. 

So what is the outlook for the 
year ahead? Certainly the sector is 
in better shape than it was before 
the GFC with lower gearing and 
more sustainable payout ratios.

Michael Doble, APN Property 
Group real estate securities head, 
believes the fundamentals for 
local property are strong but 
investors should not expect returns 
comparable to last year’s. “Even 
though people have been saying it 
is expensive, we still believe it will 
return 9% to 10% this year because 
there are so many positives.”

Doble estimates local real estate 
trusts will return a 6.5% yield plus 
3% capital growth, in line with our 
gross domestic product (GDP). 
This is a lot more than the typical 
yield on an investment property. 

(Distributions from property 
trusts have no franking credits. To 
compare a normal share yield to 
a property trust distribution you 
should add the franking credits 
to share dividends.)

Some pockets are under pressure 
as banks have been pulling finance 
for lower-quality property, such 
as suburban offices, as well as for 
certain apartment developments. 

But the three main sectors of 
A-REITs are going well and Doble 
doesn’t see anything on the horizon 
that will derail them. The retail 
property sector has performed 
strongly over the past year and will 

continue to benefit from a weak 
local dollar as more Australians 
travel and shop here rather than 
head overseas.

Doble says the boom in Asian 
visitors – numbers hit 1 million in 
2015 – has been good for Australian 
shops. On average, Chinese visitors 
spent $1400 on take-home goods 
compared with the overall average 
spend by tourists of $500. He says 
online sales are 6.6% of total retail 
sales and three-quarters of them 
are within Australia; overseas 
online sales have only a small share.

While office property in Perth 
and, to a lesser extent, Brisbane has 
been hit by the mining downturn, 
offices are strong in the major 
Sydney and Melbourne markets. 
JLL reports Sydney CBD office 
vacancy rates have slipped to 
about 7.8% from 11% in the GFC 

because of the lower $A and after 
office buildings were turned into 
apartment towers. 

Industrial property is the laggard  
but it makes up only 10% of the 
A-REIT investment. Doble says 
the sector is a good diversifier in a 
portfolio because typically it has 
long leases, lower building costs 
and good tenants. “It has a lower 
barrier to entry than retail and 
office property,” he says.

New niche property trusts – for 
childcare, medical and health, aged 
care and retirement assets – are 
being launched. It is important to 
check that the specialist manager 
has a proven track record. 

It can be a challenge to pick the 
best specialist trust and a good 
strategy is to invest in a broad-
based, diversified A-REIT that 
invests in listed property trusts 
spread across property types and 
throughout Australia. One of the 
best is the low-cost Vanguard 
Australian Property Securities 
Index exchange traded fund (ASX 
code VAP), which holds 27 REITs 
that cover a range of properties 
throughout Australia. It charges 
a low management fee of 0.25%.

Returns are strong, income is 
reliable and diversification spreads 
the risk, writes Susan Hely

LISTED TRUSTS

A-REITs: the benefits
• Diversification

• Liquidity

• Tax advantages

• Steady income stream

A-REITs: the risks
• Exposure to a volatile 
sharemarket

• Debt can be high

• Having to refinance at
higher interest rates

• Concentration of assets
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An example of a granny
flat in the Baulkham
Hills area in north-
western Sydney:

Imagine this: if you need to borrow

$120,000 at 4.5%, repayments

would be $104 a week.

If your rental return is $500pw, the

net return before agent fees is $396.

If you don’t have to borrow, you

make $500pw.

G
ranny flats can 
be an excellent 
opportunity for 
home owners and 
property investors 

but it really depends on where 
the property is located. In NSW, 
ACT and Western Australia it can 
be fairly simple but other states 
have restrictions on letting them, 
so it’s important to check with 
your council.

The approval process also differs. 
In NSW, for example, a granny
flat can be approved through the 
complying development process 
(state government approval via
a private certifier or council)
provided specific development
standards are met without the need 
for a full development application 
through the local council.

For owner-occupiers this is the 
opportunity to earn additional
income from their own backyard. 
Owner-occupiers can also use
granny flats for personal reasons, 
such as housing their grown-up
children or ageing parents.

Adding a granny flat to an
investment property immediately 
doubles the rental income.

A granny flat will cost about
$107,000, which includes design
and approval in NSW provided
the property complies with state 
government requirements. If the 
property does not comply, then
a full development application
through the local council is required. 
There may be additional costs.

A granny flat can be constructed 
as a standard dwelling or upgraded 
to a more luxurious finish. Also, 

a garage, carport, alfresco area, 
porch or patio can be added, which 
will increase the cost. 

In some cases Section 94 
Contributions are payable to  
council ranging from a few hundred 
dollars to a few thousand dollars or 
more. This must be checked with 
the council as each case and area 
differs. There may be additional 
landscaping and fencing costs to 
consider as well.

Agrannyflatcanbebuiltbeside
or behind an existing house or
it can be attached to the house.
Occasionally, it can be built in
the front of the house providing
certain council requirements
are met.

To invest in a granny flat you
must own a property and have
enough space to build. The
maximum size of a granny flat
inNSWis60 square metres (plus 
ancillary structures such as decks). 
In WA it is 70sqm and Canberra
allows granny flats up to 90sqm. 

There are also minimum size
requirements for the property. In 
NSW and WA it must be at least
450sqm while ACT blocks need
to be at least 500sqm.

There are a lso setback
requirements. In NSW, for example, 
generally a granny flat must be at 
least 3m from the back fence and 
1m from the side fence. 

A granny flat must also meet other 
requirements such as total floor
area, site coverage and landscape 
area. It must comply with certain 
zoning regulations and be clear of 
heritage and conservation items 
and critical habitat. 

A site that slopes away from
the street can sometimes have
stormwater issues, especially if a
drainageeasementisnotavailable.
Stormwater compliance is still
subject to council stormwater
policies and requirements may
differ across the state.

Trees can also cause approval
issues. A NSW granny flat must
be at least 3m from any tree. Tree
removalcanbesubject tocouncil
approval, particularly if the tree
is a protected species.

It’s really important to check
with your council to find out
aboutall therequirementsbefore
making any plans.

Our designs with approval (for
complyingdevelopment)generally
takeaboutsixweeksforastandard
grannyflat. IfaDAapproval from
council is required, the process
can take longer. Construction
time for our standard granny flat
is 12 weeks and, of course, longer 
for more complex projects. 

When it comes to returns, about 
20% on the investment can be 
expected by building a granny 

flat. The rental returns in some 
areas are even higher depending  
on the location.

Sandra Hanna is a granny flat 
specialist at Granny Flats Australia. 
See grannyflatsaustralia.com.au.

Double your income
They’re cheap to build and the 
return can be more than 20% a 
year, writes Sandra Hanna

GRANNY FLATS

Granny flat build $115,000

Section 94 contributions $575

Landscaping & fencing $4500

Total spend $120,000

Average granny flat 

rental

$500pw 

$26,000pa

Investment return 22%

COVER STORY
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L
ooking for a cheap
and easy property
investment? Not only
can you do it for less
than $350,000 but,

thanks to innovationinsustainable
design, you cannowdoitforunder
$150,000 (ignoring land costs).
Companies such as Jamie Van
Tongeren’s ContainerBuildGroup
use shipping containers as their
building blocks instead of bricks
and mortar.

A new shipping container will
cost a couple of thousand dollars
before it’s transported.Addwalls,
insulation, flooringandelectricity
and you have a home – ready to
produce income.

A container home’saffordability
is its biggest attraction. Unlike a
conventionallyconstructedhome,
it is quicker and cheaper to build.
Van Tongeren says it won’t need
a concrete slab foundation, which
will save you about $40,000. You
also save substantially on labour,
as the process can take as short
as a week or two to be completed.

Van Tongeren owns a two-
bedroom container granny flat
in Ballina, in northern NSW,
that cost $130,000 to build. It
is a spacious 85 square metres

(including structures such as
decks), which compares with a
small two-bedroom apartment.
RP Data reports the median price
of a two-bedroom unit in Ballina
is $274,000 and a one-bedroom
$247,000. (There’s an element of
land price in each).

Ifyouplantobuild,BMTQuantity
Surveyors estimates the average
construction costs for a uniquely
designed, single-level, full-brick
dwelling inSydneyatabout$2230
a square metre. For a home the
samesizeasthebaseconstruction
of Van Tongeren’s granny flat
(60sq m), the cost would be about
$134,000 – but he has an extra
25sq m of living space.

Does it work out to be a good
investment? Van Tongeren’s
container rents for $350 a week,
which also happens to be the median
rent for units in the area. That’s an
impressive yield of 14%pa, compared
with RP Data’s median gross yield
of 5.3% for an apartment. 

After selling one of his container
properties (not a granny flat) in
2015 for a $205,000 profit, Van
Tongeren still has 10 more of them
in his portfolio. Last year’s sale – of

a three-bedroom house in rural 
Drake, NSW, covering about 340sqm 
includingbalconies–broughtVan
Tongeren$475,000,whichaccording
to LJ Hooker real estate is in the
top price range for a house in the
area. LJ Hooker’s statistics show 
that Drake’s local government area 
of Tenterfield has a median sale 
price of $200,000. Van Tongeren 
had also rented the property for 
a brief period, charging $450 a 
week. That’s $140pw more than 
the median rent in northern NSW, 
giving Van Tongeren a gross rental 
yield of about 8.7%pa. 

Container homes are a breath 
of fresh air for both renters and 
buyers. Sustainable and modern, 
they stand out from the crowd 
compared with a conventional 
brick or timber home. 

If you are investing, consider the 
cost of land as well. The cheapest 
option, of course, would be to build 
on land that you already own or 
have been given by, for example, 
your parents. 

A tax office example subdivision 
of a 460sqm block incurred costs of 
$22,000 for land survey, legal fees, 
a subdivision application fee and 

wateranddrainageprovision.And
the price of a plot adds considerably 
to cost of the investment. 

For more information: 
containerbuildgroup.com.au; 
shippingcontainerhomesaustralia.
com.au; containerhomes.net.au; 
gatewaycontainersales.com.au

Out of the steel box
Sustainable 
design adds to 
the investment 
appeal of an 
unconventional 
style of housing, 
reports  
Steph Nash

SHIPPING CONTAINERS

REAL
ESTATE
FOR LESS THAN  

$350K

Look out for scams
If you search the web for “shipping 

container investment” you’ll find 

a range of schemes. But don’t be 

duped: it could be a Ponzi scheme 

run by overseas scam artists. 

Money has been contacted 

by several readers who have 

considered investing in these 

schemes. One company to be 

particularly wary of is Pacific 

Tycoon, which is mentioned on the 

Western Australian government’s 

ScamNet website. 

Any investment scheme run 

from outside Australia does 

not fall within the jurisdiction 

of the Australian Securities and 

Investments Commission. So if 

anything goes wrong you’re on 

your own. 
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I
f you are keen to get into
the property market on a
shoestring, investing in a
stratacarparkingspace is
worthinvestigating.Andit

willlookterrificonthesurface:high
gross returns, low maintenance,
virtually no refurbishment costs
and,ifleasedtoacarparkoperator,
regular rental growth. But there
are some other expenses you
should be aware of – more about
this later.

It’s not easy to find car spaces
to buy, as they are pretty tightly
held,partlyduetoashortageinour
majorcities.Forexample,Sydney,
onaglobalcomparison,hasoneof
the lowest CBD parking space to
employee ratios – 12.2 spaces for
every 100 workers – according to
a 2015 report on car parking from
Colliers International.

Andthisratioisexpectedtofall
further as the local councils in
SydneyandMelbourne“decongest”
their main roads to allow more
pedestrian traffic.

A good place to search for
spaces is findapark.com.au. For
example, at the time of writing
a car space at Pyrmont, on the
SydneyCBDfringe,wasavailable
for $45,000 and leased for $5000
a year, giving a gross return of

11%. But there is no mention of
outgoings, which can include
strata levies, council rates and, in
particular, parking space levies,
also called “congestion levies”.

Sydneyhasthehighestparking
space levy (PSL) in Australia, a
hefty $2260 a year (indexed to
CPI) in the Sydney CBD, which
includesPyrmont,Ultimo,Walsh
Bay,NorthSydney,MilsonsPoint
and parts of Chippendale and
Surry Hills.

Assuming the buyer of the
Pyrmontcarspacementionedhas
to pay the PSL, this would reduce

the return to 6% – without taking
into account strata and council
levies. So the lesson is not to be
seduced by high gross returns
without thoroughly investigating
the expenses.

In areas outside the Sydney
CBD, such as Bondi Junction,
Chatswood, Parramatta and St
Leonards, the PSL drops to $800
a year.

In Melbourne the PSL is $1300
a year in the CBD, Docklands
and East Melbourne, dropping
to $950 for areas to the south and
north,includingSouthMelbourne,

St Kilda and North Melbourne. 
In Perth PSLs range from $813 
to $911 a year and in Adelaide 
they are $750. 

If you want to be certain of your 
returns without doing exhaustive 
research, look for leased investments 
where the tenant operator pays 
all outgoings. But they are hard 
to find. A recent sale of a space in 
Victoria Parade, East Melbourne, 
for $39,950 is an example. It’s 
leased to Care Park until April 
2020 with a five-year option. The 
annual rental is $2457 and the 
tenant pays all outgoings, giving 
a net return of 6.2%. Selling agent 
Richard Crane, of Cocoon Real 
Estate, says this type of “clean” 
investment is in demand from 
both private investors and self-
managed super funds. He says he 
has a list of buyers who want them

The main reason most people 
invest in car spaces is for income; 
but what of capital growth? Some 
analysts argue that spaces close 
to city centres and other major 
transport hubs have more chance 
of growth, particularly if the supply 
is scarce relative to demand. Crane 
says the value of a car space, or 
its rental income, should increase 
significantly when the lease to 
an operator expires, because it 
can then be sold to both owner-
occupiers and investors, broadening 
its market.

But others point out that increases 
in PSLs can cause values to drop. 
When the City of Sydney increased 
the levy from $950 to $2000 in 
2009, the value of parking spaces 
in some suburbs dropped by 25%, 
says Graham Hand in an article 
in Cuffelinks, the online financial 
newsletter, in late 2014. 

He believes income-hungry 
councils around the country are 
likely to increase parking space 
levies and expand the boundaries. M  

Park your funds here
CAR SPACES

You can shell 
out less than 
$50,000 but 
hefty outgoings 
can take the 
gloss of the high 
returns, writes 
Pam Walkley

REAL
ESTATE
FOR LESS THAN  

$350K
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While Gen Ys are faced

with high house prices,

in a context of slow wages

growth and significant

student debt, there are more

factors in their favour than against. They are

twice as likely to have a university degree, they

are commencing their careers in a time of an

ageing workforce with emerging opportunities

and – from superannuation to the savings

benefit of being able to stay in the parental

home longer – they have more financial

supports than any previous generation.

While they have technology costs that their

parents didn’t have, most food, furniture and

clothing are cheaper in real terms, and both

interest rates and taxes are lower today than

for the previous two generations.

Gen Y are a well-educated, technologically

savvy, globally connected cohort just entering

their wealth-accumulating years at a time of

a stable – if not stellar – economy. Yes, they

could more intentionally follow the pathway

of the previous generations and cut back on

lifestyle spending and put more into assets

that will grow.

But don’t worry – the kids will be fine. And if

all else fails, as back-up they have the highest

net-worth generation ever – their parents.

Dangers for 
fi rst-time 
buyers

Should Gen Ys be worried 
about their financial future?
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Existing mortgage holders have 

benefited from low interest rates 

in the past two decades. But for 

newcomers, loan repayments are taking 

up a big slice of their income despite the 

low rates, because of soaring property 

prices. Reserve Bank data shows that in 

the mid-1990s, mortgage rates fell below 

10% and have stayed there, encouraging 

households to take on more debt. 

Although households are heavily 

indebted, particularly for housing, the 

value of their assets is significantly 

greater. The current ratio of housing 

debt to housing assets is 28.4%, up from 

about 12% over the past 27 years. 

But CoreLogic warns that if 

interest rates rise substantially and 

unemployment increases, there could be 

a dramatic deterioration in the value of 

assets, which would be devastating for 

new home owners. STEPH NASH

Mark McCrindle,
McCrindle Research

LIVING STANDARDS

For the first time in 

our history, young 

Australians are experiencing 

a lower standard of living 

than their parents. And, unlike their parents, 

Gen Y does not have the assurance that if they 

work hard, finish school, get a job and buy 

a house, they will have established a secure 

foundation to build their economic future. 

Our nation’s youth unemployment rate is 

now the highest it has been since the mid-

1990s. In terms of buying a house, in 1975 

a Sydney home buyer took three years on 

average to save their deposit, and a home cost 

four times their annual income on average. In 

2015, a Sydney home buyer took nine years on 

average to save their deposit, and a home cost 

12 times their annual income on average.

There’s no denying the landscape has 

changed. Disruptive technologies have 

revolutionised the workforce and, while this 

provides opportunities, our education system 

is struggling to keep pace and adequately 

prepare the next generation for the careers 

they can expect in the next decade.

Gen Y should be worried because they 

have inherited a legacy of generational and 

systemic inequality. 

Katie Acheson,
Australian Youth Affairs 
Coalition

NOYES
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BAN

I
S IT OK TO GIVE OUT BSB AND
account numbers for a deposit? I asked 
myself this very question not so long 
ago. You would think my answer would 

have been a resounding “yes!” After all, 
I’ve given my bank details to just about 
everyone and anyone who wanted money 
from me or owed me money and I’ve had 
no problems whatsoever. But when I was 
asked for my bank account details on 
Gumtree by a potential buyer, I hesitated. 
There’s a reason Gumtree prefers all 
transactions to take place locally and in 
person – there are shady characters online. 

Within half an hour of posting my 
son’s bed I got a message from “Anita” 
asking if it was still available and, if so, 
could I contact her via email. Warning 
bells rang immediately. Not only was this 
buyer quick to respond but she didn’t even 
discuss the price, even though I said it was 
negotiable. It was as if an alert had gone 
out that a new victim was online. Out of 
curiosity I emailed her. The rest played 
out like a typical scam. She worked on an 
oil rig (New Zealand Oil & Gas) and was 
presently offshore so was unable to answer 
any phone calls. A courier was to pick up 
the bed and she would deposit the cash into 
my bank account. A quick search on her 
“employer’s” website revealed this scam 
warning: “New Zealand Oil & Gas does not 
directly employ staff on offshore platforms. 
Do not trust online traders who ask you to 
transfer money because they are offshore.” 

Clearly, Anita wasn’t interested in my 
son’s bed. After a few more web searches, 
it appeared Anita’s story was doing the 
rounds. Eventually she would have said that 
she was having trouble with the courier, and 
could I spot her the pick-up fees? She would 
pay for the bed and the fees once the courier 
confirmed the pick-up. Whatever the ending 
that waited for me, the thought of giving 
her my bank account details concerned me. 
Which leads me back to the question, is it 
safe to give out your bank account numbers?

ING Direct says “yes” but it recommends 
you monitor your account for unauthorised 

Effi e Zahos ponders whether it is safe to give out her bank account details

Close encounter with a scammer

it in Australia as signatures are generally 
required. Putting this aside, though, 
unauthorised direct debits from accounts 
can and do occur. 

If you’re still concerned about giving out 
details, Timsans suggests opening an extra 
account (with no monthly fees) and keeping 
it separate from your main account.

By the way, I sold the bed to a lovely 
gentleman in Victoria. We did it the old-
fashioned way – he sent me a cheque. 
Ironically, it was he who suggested I could 
be a scammer. True. I could have banked 
his cheque and not delivered the bed but by 
this stage he knew who I was and figured I 
was good for my money.

transactions. Commonwealth Bank says 
providing account details to a third party 
to receive or debit funds occurs daily and, 
while this is OK, it does advise that “any 
personal information, including banking 
details, should only be given if there is 
genuine need for a third party to know the 
details, i.e., to receive funds or to set up a 
regular direct debit”.

Kirsty Timsans, from financial 
comparison site Mozo, says: “It’s perfectly 
safe to give out your BSB and account 
number, as fraudsters won’t be able to 
access funds in your account without 
other details such as a PIN or a form 
of identification.” Furthermore, banks 
have fraud protection systems to catch 
suspicious transactions and recover funds.

“In the unlikely event that an 
unauthorised transaction takes place on an 
ING Direct account, the customer will not 
be liable for the unauthorised transaction, 
provided they have complied with the 
terms and conditions of the account,” says 
David Breen of ING Direct.

So what, if any, are the risks? Some 
time ago, then Top Gear presenter Jeremy 
Clarkson revealed his bank details in a 
newspaper column to prove that nobody 
could use them to withdraw money from 
his accounts. He was wrong. Someone set 
up a monthly direct debit from his bank 
account to a charity. Apparently this charity 
didn’t require a signature to set up a direct 
debit, so it would be a little harder to do 

Money’s editor has more than 19 years’
experience in the finance industry.

PayPal.Me: Another option for you to 

receive money. You create a personal 

PayPal.Me page and it is added to your 

PayPal account for you to share with 

friends. Your friends simply click the link 

on any device, enter the amount, log in 

to their PayPal account and they’re done. 

The money will be in your PayPal account 

in moments. No need for bank details. If 

your friend is paying from their PayPal 

balance or linked bank account, it is free. 

If they’re using their credit card it costs 

2.4% plus 30¢.

CommBank app: No bank details 

required –just your mobile number, email 

address or a Facebook contact. You don’t 

have to be a CBA customer but the payer 

does. Once payment is made, you’ll get 

a code on your phone. You have 14 days 

to collect your money by going the 

Commbank website and putting in your 

details. CBA’s was the first and Westpac 

and ANZ have since launched their own.

Ones to watch: They’re big overseas 

and about to become mainstream 

here: Venmo, Square Cash, Facebook 

Messenger and Snapchat’s Snapcash.

CHECK THE ALTERNATIVES 



Here’s some more information for you: Owner occupied home loans only. Applications for finance are subject to Newcastle Permanent’s normal credit approval process. Fees, Charges, Terms and Conditions apply. Newcastle 
Permanent Building Society Limited ACN 087 651 992, Australian Financial Services Licence/Australian Credit Licence 238273.  NPB3034 FP2

Fast forward your 
home loan

You could save thousands when you switch from a big 4 bank to an
award-winning home loan with Newcastle Permanent. And if you put the

money saved back into your loan, you could own your home sooner.

So make the switch today to better value banking, at Newcastle Permanent.

You could own your home sooner with 
Australia’s Home Lender of the Year

13 19 87
 newcastlepermanent.com.au/switch
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SMALL
BUSINE

A good customer 
list can help you keep 
in touch with the 
people who count, 
writes Anthony O'Brien

Hit the right target

on the list? If they gave their information 
to the list broker years ago, will they really 
expect to receive marketing messages 
today?

“It’s important that you can satisfy 
yourself that the database is reliable,” says 
Maddison. “If you’re not satisfied that the 
list broker can provide the information you 
require to get your message out, make sure 
you go back to them for further assurances 
or evidence.”

Purchasing the marketing list without 
asking the right questions puts your 
business’s reputation at risk, warns ACMA. 

“You also run the risk of not complying 
with the Spam Act and being fined 
many hundreds of thousands of dollars 
for unsolicited direct marketing 
communication,” says Maddison. 

❦ This column is dedicated to my good 
mate, long-term Money columnist and 
Corpwrite business partner Chris Walker, 
who passed away after a long fight with 
bladder cancer in March 2016. 

code of ethics that members are required 
to adhere to, as well as a mechanism for 
dealing with complaints.

If you purchase a marketing list, the 
Australian Communications and Media 
Authority (ACMA) recommends you 
double-check that the consumers in the 
list have given their permission to receive 
marketing messages from third parties. 

In the event that the ACMA investigates 
a complaint about your business’s 
marketing practices, you must be able to 
demonstrate that such a consent exists. 
This means that a simple assurance 
from your broker that the marketing list 
is an opt-in list or that subscribers have 
consented may not be enough. So if you 
have concerns, ACMA recommends asking 
questions such as:

 How did the subscribers opt in to the 
list? If they filled in a form or entered a 
competition, ask for a sample so you can 
see exactly what fields they completed.

 What exactly did the subscribers 
consent to? Ask to see any terms and 
conditions, and clarify what they were told 
when they signed up and if the consent 
specifically includes third parties.

 When did the subscribers consent to be 

“You could be fi ned heavily for sending 
unsolicited direct marketing material”

Anthony O’Brien is a small business and 
personal finance writer with 20-plus years’ 
experience in the communication industry.

B
UILDING UP A GOOD CUSTOMER 
database and email list can be 
crucial for the success of your 
small business’s marketing 

campaigns. If you’re new to business and 
don’t have a customer list, buying access 
to a database or email list is your only 
option. It could also be the right choice if 
your current database lacks the depth to 
generate decent activity for your business. 

Buying access to lists and databases 
typically involves dealing with a third-
party list broker. List brokers specialise in 
the sourcing of existing lists or the creation 
of new lists tailored to your particular 
business needs. Creating a list from scratch 
can take a while so, if you want a bespoke 
list, factor that into your marketing 
campaign’s time line. 

A broker can match you with the owner 
of a list you wish to buy or rent. The broker 
takes a commission from the owner for 
the service, according to Prospect Shop, a 
marketing agency, while you pay the owner 
for the use of the list. As with a stockbroker, 
a list broker supplies you with information 
about the lists, quotes a price and answers 
any questions you have. 

“Pricing for lists can range from a few 
hundred dollars to more than $5000 
for a marketing list, depending on the 
type, quality, amount and length of time 
you want access to the data,” says Luke 
Maddison, a marketing strategy partner at 
my consulting firm, Corpwrite Australia. 

There are a number of ways to find a 
list broker. A good place to start is the 
website of the Association for Data-Driven 
Marketing and Advertising (ADMA), 
which provides list brokers’ contact and 
company details. It also sorts list brokers 
by location and interest area. ADMA has a 
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AMILY MONEY

M
Y ELDER DAUGHTER IS ABOUT
to finish university. But, like
so many young Australians,
she faces an uphill battle to

find work. A university graduate takes
four years and eight months, on average, to
make the leap from full-time study to a full-
time job, reports the Foundation for Young
Australians (FYA).

Thirty per cent of young Australians are
either unemployed or under-employed and
unpaid internships are replacing entry-level
jobs. Certain industries, such as media, are

Young graduates face challenges unheard of in their parents’ day, writes Susan Hely

It’s hard work just finding work

shedding large numbers of professionals
and 25% of young graduates do not use
their university degrees in the workplace,
says FYA’s report, The New Work Order.

“Young Australians are facing much
more insecure labour markets,” says
Jan Owen, the head of FYA, which has a
partnership with the Business Council of
Australia (BCA). She says getting a job
depends on networks and without them
you will have difficulty.

Kids studying at uni or TAFE need to
beware of specialising in areas that will
be killed off by technology. FYA says 58%
of uni students and 71% of TAFE students
are studying for an occupation that will
be dead, or look very different, in the next
10 to 15 years. It estimates, on average, a
young person today will have 17 jobs across
five industries in their lifetime.

Look back over the past 25 years to see
how much has changed. Nearly 500,000
secretaries and clerks have been displaced
by computers; some 100,000 machinery
operators, nearly 400,000 labourers and
250,000 technicians and tradespeople have
disappeared. But in that period 400,000
new jobs in health and security services
have been created plus 700,000 in financial
markets and business services.

Technology means foreign workers can

Susan Hely has been a senior investment
writer at The Sydney Morning Herald. She
wrote best-selling book Women & Money.

App developers, computer systems 

analysts and information technology 

security analysts will be in demand. Some 

100,000 jobs are expected to be created 

in information and communications 

technology over the next five years, 

according to the Australian Computer 

Society and Deloitte Access Economics.

The biggest growth area will be 

social assistance and healthcare. The 

Department of Employment forecasts 

250,200 jobs (16.4% growth) will 

be created over the next five years: 

nurses, sonographers, medical 

diagnostic radiographers, optometrists, 

physiotherapists, audiologists, childcare 

workers and midwives. 

Education and training jobs, particularly 

in science, technology and maths, are 

expected to rise by 121,700 (13%), along 

with the number of school-aged children 

and international students. 

Trades will be in demand. There 

are shortages of auto-electricians, 

mechanics, sheet metal workers, 

locksmiths, panel beaters and vehicle 

painters. Domestic tourism and a low 

dollar are boosting retail jobs and another 

106,000 (8.4%) expected in the next five 

years. Food services and accommodation 

jobs will rise by 98,800 (12%). Pastry 

cooks, butchers and chefs are in demand. 

JOBS FOR THE FUTURE

do jobs for Australia from remote locations. 
Management consultant McKinsey has 
estimated that 11% of local service sector 
jobs are at risk of being lost to workers 
in foreign countries. The jobs commonly 
shifted offshore include legal, IT, design, 
architecture and business services.  

But technology has the upside of 
providing more flexibility: 70% of under-
34-year-olds will use a digital talent 
platform such as Uber or Freelancer.com 
to find work. FYA estimates this could 
add another 270,000 jobs by 2025. (As 
immigration adds some 190,000 people a 
year, we’ll need them). And globalisation 
can be good for young graduates’ 
employment prospects.

Technology has cut costs for starting 
a business by 65% since 2005, which has 
created more opportunities for young 
entrepreneurs.

On the downside, a third of jobs in 
Australia are temporary, part-time or from 
self-employment. And FYA warns that 
more than half of Australian workers will 
need to be able to use and build digital 
systems in the next two to three years. 
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I
S THAT EVEN POSSIBLE, I HEAR MANY
of you ask? Wouldn’t that mean we’d
be paying the bank to look after our
deposits? What sort of fool would

do that? But that’s exactly what has been
happening in Europe where the European
Central Bank has been “charging”
commercial banks to hold their deposits
since mid-2014. Negative interest rates have

Many countries have
resorted to an extreme
tactic in attempts to

kickstart their economies,

writes Annette Sampson

Australia
had
negative
interest
rates?

also been introduced in Japan, Sweden,
Switzerland and Denmark.

WHY WOULD THEY DO THAT?
In a weak economy, negative interest rates
can be seen as a way to discourage people
from hoarding their money. If they have to
pay for the privilege of holding cash in a
bank, the theory goes, they’d be better off
spending or investing instead. Or, in the
case of banks, they’d be better off lending
the money to consumers and businesses
rather than keeping it in the central bank.

So in that sense, negative interest rates can
be a way to kickstart economic activity.

They are also seen as a way to fire
inflation in economies where deflation – or
falling prices – has become a problem.

The other effect of negative interest
rates – and for some central banks this
is just as important, or even more so – is
that they can take pressure off a country’s
currency, making it more competitive on
international markets. After all, who would
want to invest in a currency that actually
costs them money?

I
F YOU’RE THINKING ABOUT
applying for a loan or credit card it can
be a good idea to find out your credit
score before starting an application.

“Your credit score and credit history will
play a big role in whether or not your
finance is approved,” says Mortgage Choice
CEO John Flavell.

While the method your chosen lender
employs to work out your credit score may
differ from the methodology used by credit
score websites, these websites will give you

a good idea of what your credit score is and
whether or not it will be possible for you to
obtain finance, says Flavell.

There are two websites that let you get
your credit score free of charge. One is
getcreditscore.com.au, which is backed by
peer-to-peer lender SocietyOne and uses
Veda data, and the other is creditsavvy.
com.au, which uses information from
Experian. As the sites use different data,
it can be worth getting your score from
both of them. And you don’t have to worry

To find out my credit score
THE CHALLENGE

It pays to keep an eye on your payment habits, writes Maria Bekiaris

NEW
COLUMN

– using these services will not affect your 
credit file.

To get your score you need to provide 
your full name, date of birth, email, current 
address (and your previous address if 
you’ve been at the current one less than 
three years) and driver’s licence number. 
Your score will appear on the screen.

The two sites have different scoring 
ranges. GetCreditScore, for example, 
ranges from 0-1200 while CreditSavvy is 
0-1000. In both cases, though, the higher 

WHAT IF ..
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DOES IT WORK?
It’s unexplored territory and the jury is
out. Banks have been reluctant to pass on
negative rates to customers, limiting the
impact. In an April paper, the International
Monetary Fund (IMF) gave qualified
support to the policy, saying they should
support demand and price stability. But it
warned there were limits to how far and for
how long negative rates could go.

Critics have pointed out that negative
rates can push investors from safe assets,
such as bonds and cash, into riskier assets
as they chase returns, potentially creating
asset bubbles. They also argue that credit
availability for lending is not the problem in
most economies. People are already in debt,
and they are uncertain about the future, so
they are reluctant to borrow more, limiting
the effectiveness of negative rates. Because
banks are effectively being taxed to hold
money with the central bank, and are not
passing negative rates onto depositors,

bank margins are also being squeezed,
potentially making them unwilling to lend.

The one thing that can be said for certain
is that negative rates are not good. They are
a sign of economic uncertainty, and that
alone is likely to limit their effectiveness.

WHAT WOULD NEGATIVE RATES
MEAN FOR PEOPLE LIKE ME?
Let’s start with the good news. Interest
rates in Australia are still positive in
both real and nominal terms. But, as with
much of the rest of the world, rates are at
historically low levels. The April Reserve
Bank cash rate of 2% was just 0.3% above
the inflation rate of 1.7%, giving savers a
paltry return on their money after inflation.

Many of the problems faced by investors
in this low-inflation environment would
simply be exacerbated by negative interest
rates. As the chairman of the BlackRock
global investment group, Larry Fink,
pointed out last month, low rates make
it hard for investors to save and plan for
the future.

“Investors are being forced to trade
liquidity for yield by taking on more risk
and investing in less liquid asset classes –
a potentially dangerous combination for
retirement savers,” he wrote in a letter
to investors. “People need to invest more
today to achieve their desired annual
retirement income in the future.”

Fink said a 35-year old wanting a $48,000
income in retirement at 65 would need to
invest $178,000 today at a 5% interest rate
but more than three times that amount –
$563,000 – at 2%.

Fink said negative rates could actually 
have the opposite effect to what was 
intended by forcing people to cut spending 
to save more for retirement, and forcing 
retirees to spend less as they have a 
reduced income. 

As the overseas experience has shown, 
banks are reluctant to pass on negative 
rates to consumers for fear of creating a 
customer rush into holding cash. There 
have been reports already that safe sales 
are increasing in countries, including 
in Germany. But nor has there been a 
widespread move to rewarding borrowers. 
In fact, some borrowers’ costs have gone up 
through higher fees and other charges as 
lenders attempt to recoup some losses.

 
DID YOU KNOW?
That negative interest rates are 
unprecedented. The IMF says that while 
some economies have previously had a 
period of negative real interest rates (where 
the rate was lower than inflation), this is 
the first time rates have had a minus sign in 
front of them.

THE WILDCARD
With Australia’s economy still heavily 
dependent on what happens in China, its 
economic growth – or lack thereof – will 
play an important role in our future. 

Annette Sampson was personal finance 
editor with The Sydney Morning Herald, a 
former editor of the Herald’s Money section 
and a columnist for The Age. She has 
written several books. 

the score the better. Your score can change 
over time.

If you get your score and the results 
aren’t great, don’t despair because there 
are things you can do to improve it. Start 
by paying down your credit card balance. 
“Carrying a high percentage of debt in 
relation to available credit drags down your 
credit rating, so it is important to focus on 
paying down these balances,” says Flavell.

The second thing you need to do is 
improve your payment habits. “Your 
payment history accounts for 35% of your 
credit rating, so it is essential to keep your 
payment history positive,” says Flavell.

Believe it or not, it can be better not to 
close any accounts that you no longer use. 
“A portion of your rating depends on the 

length of your credit history. A long credit 
history is considered to be beneficial, so 
you want to keep old accounts open to 
make your overall credit history as lengthy 
as possible,” explains Flavell.

It is also worth maintaining a good mix 
of credit, he says. “Lenders want to see a 
mix of credit types to ensure that you can 
handle different types of credit. Mortgages, 
car loans, credit cards and personal loans 
are all different types of credit.”  

Finally, only apply for credit when it is 
absolutely necessary. “Applying for a credit 
card or loan is an activity that is reflected 
on your credit report,” says Flavell. 

“Too many applications in a short period 
of time can have a negative impact on your 
credit history.” 

BEST-CASE SCENARIO   
Australian interest rates remain above 

inflation and slowly return to more normal 

levels as the global economy improves.

WORST-CASE SCENARIO
Australian growth falters and we move into 

the deflationary cycle that Japan and Europe 

are experiencing – where people are putting 

off spending and investing because prices 

are falling. If this were to occur, our rates 

could fall even further.
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WALLETS 
GO DIGITAL

Cards and phones are 
taking over as the 
quick and convenient 
way to make payments

WALKING AROUND
without a chunky wallet is 
liberating. Thanks to new 
technology, cold hard cash 

may be on the way out. 
Credit and debit cards enabled with near-

field communication (NFC) arrived in 2006, 
starting with MasterCard’s PayPass, which 
allows consumers to simply tap and pay at the 
EFTPOS terminal. Visa’s contactless payWave 
followed soon after, and since then technology 
giants and banks have been working to make 
the cashless experience as real and as simple 
as possible. 

STORY STEPH NASH

Research shows Australians love a cashless 
wallet. Between 2014 and 2015, 6.2 billion card 
payments were made, reports the Reserve 
Bank (RBA). The frequency of cash payments 
plummeted as contactless payments gained 
momentum and the rate dropped from 69% 
in 2012 to 47% in 2013. We are expected to be 
virtually cashless by 2020, following the trend 
in countries such as Sweden – where coins and 
bills are just 2% of the economy –and Denmark. 

RBA policies are encouraging the transition 
from cash. New laws were passed earlier this 
year to prevent merchants from excessive 
credit card surcharging. It is estimated this 

will save us about $800 million a year, so 
now is as good a time as any to roll out the 
red carpet for digital wallets and payment 
systems. Should we go completely cashless? 
Digital cash would be easier to move around, 
would be cheaper than minting and printing 
money and a cashless society could increase 
the number of monetary policy levers for the 
RBA. However, it might also entrench poverty 
by ending charitable donations made with 
small change; burden small businesses, which 
would have keep up with the technology; and 
lead to an increase in cyber crime. Meanwhile, 
your cashless arsenal could include:

CASHLESS 
SOCIETY
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NFC cards
If you haven’t got a contactless card by now,
you are truly missing out. Signing for card
paymentshasbeenunacceptablesinceAugust
2014, as it was found that it contributed to
credit card fraud. These days you can even
get away without using your PIN, so if you
forget it while you’re on the go (it happens to
the best of us) it’s not really a big deal. With
MasterCard’s PayPass and Visa’s payWave,
you can spend up to $100 at a time just by
tapping your card against an NFC reader.

Some banks also offer a PayTag sticker that
youcanattachtothebackofyourmobilephone,
making itacontactlesscreditcard.Thesticker
is embedded with an NFC chip that interacts
with your banking app to allow you to pay a
merchant through the NFC reader. PayTags
are available through Commonwealth Bank,
People’s Choice Credit Union and AMP Bank.

Mobile payments
If you have a recently released iPhone or
Android device, you don’t even need a PayTag
sticker to use your smartphone as a digital
wallet. The iPhone 6s and 6s Plus, 6 and 6
Plus, theAppleWatch(pairedwithaniPhone 5
or later model), plus more than 300 Android
devices, are equipped with built-in NFC
chips. This means you can use Apple Pay,
Android Pay or your own bank’s method of
payment (such as the most recent NAB Pay
for Android users) to use your smartphone
as a contactless payment device.

Apple Pay was released in Australia earlier
in the year but hasn’t really taken off yet.
This is because negotiations between the

foot the bill while the rest of your party can 
pay that person back through the PayPal app. 

The most useful feature of the PayPal app 
is its “order ahead” payment system. It uses 
navigational tools to bring up a list of nearby 
retailers and merchants which accept PayPal 
via the order ahead system, meaning you can 
make a digital purchase via your phone before 
you go near the store. I was able to order a 
coffee from my desk at work using the PayPal 
app and customise my cappuccino by milk 
type, size (including the extra-fancy three-
quarters full), amount of sugar, temperature, 
strength and flavour. Two minutes later it 
was ready for me to collect. Technology can 
be marvellous!

Afterpay
Layby purchasing agreements came onto the 
scene in Australia in the early ’70s, giving 
shoppers the option of paying for their goods 
in instalments.Onlineretail salesare growing 
strongly and layby is all but reserved for baby 
boomers shopping at department stores. Or 
is it? Afterpay is the latest fintech product 
creating buzz – it’s a digital layby service 
that you can use online with no interest and 
no fees. See afterpay.com.au to find a list of 
participating online retailers.

Rewardle and Hey You
You know what’s great? Not queuing for food. 
And what’s even better is being rewarded for 
customer loyalty. Ifyouhaveadedicated list of 
go-to food outlets, you should try a customer 
loyalty program such as Rewardle or Hey 
You. Both apps are available for Apple and 
Android devices and can be used to pay for 
meals in advance, much like the PayPal app. 
The apps also function as a loyalty card. For 
Rewardle, your phone creates a unique QR 
barcode for you to scan when you dine in. 
Each time you scan you are rewarded with 
points that can be exchanged for discounts on 
meals and beverages. The Hey You app offers 
loyalty rewards without needing to scan. It 
also runs frequent app-wide discounts and 
promotions through its social media sites, so 
if you’re looking for a $2 coffee I’d be hitting 
them up on Facebook. M

CRYPTOCURRENCIES HIT TROUBLE

software giant and the big four banks have
beenunsuccessful.ReportssayApple is trying
to claim a slice of the banks’ merchant and
interchange fees. In the US, Apple is believed
to earn US15¢ from every $US100 spent by
bank customers. Australian banks don’t seem
too keen on this and there are suggestions
they’re more likely to opt for an Android
deal. At present Australian Apple Pay is only
available for American Express “real” card
holders, as opposed to one of the 1.9 million
American Express companion cards that you
can be offered by your bank.

Google’s Android Pay is set for release
during the first half of this year (there’s a good
chance it may be made available as this issue
goes to print). Android Pay has support from
ANZ, Westpac and St.George, with the other
big banks likely to follow suit. The platform
will support credit and debit cards from both
MasterCard and Visa and is tipped even to
be able to work with EFTPOS. Google is also
rumoured to be working with retailers such
as Coles, McDonald’s and 7-Eleven, which
may mean exclusive discounts for Android
Pay users.

PayPal app
PayPal is the consumer’s unsung hero. Yes, it’s 
the way most of us securely purchase goods 
online but it’s also so much more. The app 
allows you to send money digitally to other 
PayPal users in more than 100 countries, 
similar to the way people can send money 
to each other using Facebook’s Messenger 
payments or Snapchat’s Snapcash in the US. 
Splitting a bill is easy as pie – one person can 

B itcoin and other cryptocurrencies 

have had a rocky reception. Bitcoin 

was on the verge of mainstream revival six 

months ago, when a large percentage of 

the Greek population used the currency as a 

safe haven as the drachma was collapsing. 

Six months later, the cryptocurrency 

was declared dead by one of its founding 

engineers, after the original algorithm 

was controversially split by the open 

source community. The bottom line is 

that cryptocurrencies are far too volatile 

for mainstream usage. If Bitcoin’s history 

has taught us anything, it’s that digital 

currencies can be extremely dangerous and 

need proper regulation to avoid corruption. 

I was able to order a coffee using the app from 
my desk at work and pick it up two minutes later
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POWER PLAYS
It can pay to shop around – and don’t be shy about 

pushing for a better deal

WHEN YOU’RE TRYING 
to cut energy costs, there is 
much you can do yourself, such 
as turning on the dishwasher 

and washing machine as soon as you’ve ticked 
over to an off-peak tariff or filling your freezer 
to capacity, making it more energy efficient. 
And now that LED lighting has come down in 
price, consider swapping the halogen downlights 
for LEDs. That’s easy. 

The hardest part is reviewing your plan 
and finding a better deal. But it could save 
you hundreds of dollars, especially going into 
winter when heating bills soar. 

How do you get started? First, grab your 
last bill and a highlighter and look at your 
current plan to identify how much and how 
you’re being charged. What is the rate by 
kilowatt-hour (kWh)? What are the daily fixed 
charges? Are you on a flat rate, a time-of-use  
rate or a combination of both? Do you receive 
any discounts on electricity and gas?

Once you’ve identified the key charges 
and discounts, pick up the phone and start 
shopping around. Make the rep at the other 
end of the line work for your business. Ask 
“Is this the best deal you can offer?” But don’t 
feel pressured to sign up then and there. Use 
this information to go back to your current 
provider to see whether it can beat that deal. 

It can be worth it. For example, St Vincent 
de Paul Society’s 2016 Victorian energy prices 
report says households with typical electricity 
consumption (4800kWh) can save $610-$830 
a year (depending on their network area) if 
switching from the worst offer to the best 
market offer. 

Pre-purchase plans
If you want even more control over your bill, 
you could consider a pay-as-you-go provider 
with no lock-in contracts or exit fees such as 

STORY EMI BERRY

onlinePowershop.Ownedby100%renewable
electricityproviderMeridianEnergy,Powershop
customers can monitor electricity usage and
costs as they go, rather than just receiving a
bill every three months.

KaraSonter,themarketimpactscoordinatorat
GetUp!,saysPowershopcanoffertwo“wins”:one
forthe hippocketandonefortheenvironment.
PowershophaspartneredwithGetUp!aspart
of theactivistgroup’sBetterPowercampaign.
“It’safullyonlinepowerretailerandcustomers
can see for themselves how much electricity
theyareusing,whentheyareusing itandeven
how they can purchase electricity at lower
rates,” saysSonter. “Powershopencourages its
customers to log in, keep check of their usage

ENERGY COSTS

Questions to ask the supplier:

 What is the kilowatt-hour charge?

 What is the daily fixed charge?

 What are the billing periods?

 What payment options are available?

 Is there a further discount for paying 

by direct debit?

 What are the fixed terms?

 What discounts are on offer and what 

are the conditions? 

 Is there an exit fee and how much is it?

 Can you do a better deal? (If it’s your 

current supplier.)

 What is the cooling-off period? 

Switch and save if you find a better 

deal. Use the cooling-off period to your 

advantage if you subsequently find an 

even better deal or change your mind. 

CHECKLIST
and save money with a higher discount available 
to those who log in at least once a month. 

“It’s this interactive nature and Powershop’s 
billing system – where customers can buy 
electricity in advance while it’s cheap and use 
it later – that has customers taking real control 
of their energy use.” 

Customers can monitor usage through 
Powershop’s smartphone app or an online 
account. Daily fixed charges are incorporated 
in the unit charge (¢/kWh), so what you see is 
what you get – unlike most energy providers 
which quote and apply the two fees separately.

You can pre-purchase power packs, which 
come in a variety of sizes and prices, and top up 
as you go. Powershop will warn you if you are 
buying too much and will refund any unused 
expired units to your account. You log into 
your online account and purchase whatever 
deals or specials appeal to you.

Alternatively, you can leave it up to Powershop 
to purchase power on your behalf and you’ll 
be emailed a monthly statement, which also 
includes usage and any shortfalls. The more 
active and engaged you are, the more you 
will save. 

The Powershop model will benefit high-
energy-consumption households that are 
actively engaged and whose members regularly 
log into their accounts to discover and take 
advantage of the best possible deals. 

Gavin Dufty, St Vincent de Paul’s social 
policy unit manager, says: “Powershop is one 
of the many electricity retailers operating in 
the national energy market and it may not 
appeal to all. I would classify it as an online-
type retailer basing communication with 
customers through an electronic interface. 

“To get the best out of the Powershop product, 
consumers need to be actively engaged seeking 
out and purchasing the specials.” If this doesn’t 
sound like you, or if you’re a low-energy-
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consumption household, you may be better 
off chasing the best discount you can get from 
the big players. The key is to negotiate the best 
deal you can initially, stick to the conditions 
to receive the discounts (such as pay-on-time 
discounts, otherwise you forfeit the discount) 
and be ready to renegotiate as soon as your 
plan is up for renewal. 

If your plan lapses and you don’t do anything, 
it’s guaranteed you will pay a premium. There 
is no doubt energy providers are relying on 
their customers to forget to renegotiate their 
contracts when they expire and the charges 
revert to the higher tariff. Bingo! The difference 
goes straight into the energy provider’s pockets. 

Fixed-price plans 
Origin Energy recently released its fixed-
price Predictable Plan, where you pay the 
same amount every month for 12 months. 

If your plan lapses 
and you don’t 
do anything, it’s 
guaranteed you will 
pay a premium

An estimate is based on your historical usage 
and how you use it in your home, coupled 
with the expected energy price for the year. 
This plan is only on offer to existing Origin 
customers who have had at least three bills 
at their address for the selected fuel. You can 
make monthly or fortnightly payments. 

If you use less energy than estimated, you 
won’t receive a refund; however, if you take up 
a new Predictable Plan, your new fixed price 
will be based on your lower usage. 

If you use more energy than was estimated, 
you won’t be charged more but Origin will 
take this into consideration if it offers you 
a new plan. 

There is no exit fee, price increase or lock-
in contract. Again, it may not suit everyone 
but it could work for those who have trouble 
budgeting for energy bills or who simply want 
more predictability. M 
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STREAMING

THE REVOLUTION WILL  
be televised: online video 
streaming has arrived and 
it has turned the Australian 
TV market on its head in just 

months. But with Netflix, Stan, Presto, Quickflix, 
Foxtel Play, BigPond Movies, Dendy Direct and 
now Hayu all vying for our attention, aren’t 
we just a little spoilt for choice?

The way we access what we want to watch is 
rapidly evolving. Thanks to streaming (that is,  
subscription video on demand) we can press 
“play” on a mind-boggling selection of the latest 
TV series, movies and documentaries. And, 
unlike exorbitant pay TV subscriptions, we 
can do so for about $10 a month. All you need 
is a reliable broadband connection.

Streaming services allow us to watch video 
content over the internet using a variety of 
devices, including our computers, smartphones, 
tablets and gaming consoles. But as all providers 
offer competitive prices, monthly contracts 
and extended free trial periods, how exactly 
are we supposed to choose?

STORY  RICHARD SCOTT

“It all comes down to content,” says Joseph 
Hanlon, editor of comparison site WhistleOut. 
“It’s much less a question of ‘Which site do 
I pick’?; more ‘What do I want to watch?’ ”

US provider Netflix, for instance, is big on 
original programming. Want to check out 
prison series Orange is the New Black or the 
acclaimed political drama, House of Cards? 
Sign up for a free trial, suggests Hanlon, “binge 
watch” over the weekend and then cancel it 
within 30 days. “Free trials are fantastic,” he 
says. “You can stop and start as you like.” 

Take your pick from the major services (see 
opposite and the table on page 50). You’ll need 
a credit card to activate the trial period – be 
sure to cancel before your 30 days are up – but 
once you have a login, “it’s very easy to flick 
the switch,” says Hanlon.

You may already have free access through 
your broadband provider: at present, Optus 
customers can take advantage of a three-month 
subscription to Stan on all home broadband 
bundles that have a 24-month contract.

Don’t overlook “catch-up” either: Australian 
providers ABC, SBS, Nine, Seven and Ten all 
offer a host of online content at no charge. 

“There’s no reason not to think of them as 
part of the same interlocking system,” says 
Hanlon. “ABC iView has a stunning range 
of Australian and British content while SBS 
on Demand has a great deal more than just 
foreign movies. There’s some very good free 
stuff available. You just have to go digging.”

What about sport? ABC iView has catch-
up, including Grandstand, and Foxtel Play 

Revolutionary 
VIEWSThrow out your remote and 

ditch the viewing guide.  
Now there’s a whole new  
way to watch TV

BEWARE THE PIRATES
Use of illegal streaming sites is a gamble. 

While it’s unlikely you’ll be prosecuted (they 

go after distributors), pirate sites will often 

bombard you with pop-ups and expose 

you to viruses, spyware and identity theft. 

Avoid downloading or installing software 

from an unknown source. The risks just 

aren’t worth the rewards. 

CONTINUED PAGE 50 ▼
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THE BIG FOUR:  
WHAT THEY SHOW
▼ STAN ($10 a month)

This joint venture between Fairfax and Nine 

Entertainment boasts an impressive line-up and 

a commitment to original Australian content. 

TV: Aussie detective comedy No Activity and 

war drama Gallipoli, horror mini-series Wolf Creek 

(based on the film) and drama Enemies of the 

State  (about controversial former attorney-general 

Lionel Murphy) are in the pipeline. Exclusive (for 

streaming) US shows include Better Call Saul, 

11.22.63, Billions, UnREAL, Transparent and 

Community. 

Movies: Oscar juggernaut Mad Max: Fury Road 

(exclusive), The Hunger Games: Mockingjay – 

Part 1, Gravity, the entire James Bond catalogue. 

Kids: The Lego Movie, Adventure Time, the 

Shrek series.

Verdict: A competitive library size and the best 

selection of local content around, plus a deal with 

the ABC will let you watch shows such as Rake, 

Redfern Now and Jack Irish. 

▼ PRESTO ($9.99 to $14.99 a month)

Powered by Foxtel and Seven Network, Presto 

has a tiered pricing system: you pay for either TV 

or films ($9.99 each) or both together ($14.99). 

TV: Aussie pregnancy comedy Let’s Talk About and 

US comedy-drama Girlfriends’ Guide to Divorce 

are exclusive. Deals with HBO and Showtime 

give subscribers access to new shows such as 

Mr Robot, Aquarius and American Crime, plus 

Girls, True Detective and Entourage.

Movies:  Aligned with Foxtel Movies to include 

new releases Ex Machina, The Babadook, Fifty 

Shades of Grey and Pitch Perfect 2. 

Kids: Shaun the Sheep Movie, Paddington, 

Angelina Ballerina, Yo Gabba Gabba!.

Verdict: Though it is more heavily weighted 

towards movies (more than 1100), subscribers can 

enjoy selected Foxtel shows such as Wentworth 

and Love My Way, as well as Seven favourites City 

Homicide, All Saints and Packed to the Rafters. 

Platinum Foxtel HD subscribers can get Presto  

free until January 2017. 

▼ NETFLIX ($8.99-$14.99 a month)

Launched in Australia in March last year, Netflix 

arrived with a reputation as a streaming heavyweight 

and CompareTV estimates it has 2 million Australian 

users. It also has a tiered pricing structure (see 

table on next page).

TV: The selection of Netflix Originals includes 

Narcos, Marco Polo, Bloodline, Marvel’s Daredevil, 

Unbreakable Kimmy Schmidt, Fuller House, Master 

of None, Scream and Sense8. The new season of 

Arrested Development, Crouching Tiger Hidden 

Dragon 2: The Green Legend and War Machine 

are coming soon. Netflix also has a range of 

Australian stand-up comedy, including shows 

from Carl Barron, Kitty Flanagan and Jimeoin. 

Movies: Thor: The Dark World, Captain America: 

The Winter Soldier, Guardians of the Galaxy, The 

Lord of the Rings and The Matrix trilogies.

Kids: Lego Bionicle: The Journey to One (exclusive), 

The Adventures of Puss in Boots (exclusive) 

Disney’s Tangled and Big Hero 6, Pokemon 

Black & White, The Wiggles, Octonauts, Dora 

the Explorer.

Verdict: Netflix initially withheld some US titles 

but Australians can now access more than 6000 

shows. There’s an enormous selection of kids’ 

content and documentaries too, such as Making 

a Murderer (exclusive), Space Dive and Blackfish.

▼ QUICKFLIX ($9.99 a month or pay per view)

The old-timer of streaming sites, Quickflix has 

been around since 2003 (when it started out 

as a postal DVD rental service). It offers both 

a monthly subscription service and a premium 

pay per view. You can rent new-release movies 

or keep-and-stream TV.

TV: Game of Thrones – but you’ll have to pay 

$2.99 an episode or upwards of $27.99 (SD) to 

own the latest season (five). The newest The 

Walking Dead series (six) starts at $44.99 a 

season, House of Cards $26.99 and the final 

Breaking Bad $19.99. Subscription shows include 

HBO’s True Blood, The Sopranos and The Wire.

Movies: Star Wars: The Force Awakens, Legend, 

Antman and Macbeth are all available as premium 

(rent and stream) from $5.99. Older releases, such 

as Chopper, start at $3.99. Subscription movies 

include Jurassic Park and Sharknado.

Kids: Hotel Transylvania 2 (premium, $5.99), 

The Lion King (premium, $3.99), Bolt, Planes: 

Fire & Rescue. 

Verdict: Purchasing multiple premium content 

could get pretty expensive pretty quickly. And 

the non-premium catalogue is not nearly as 

competitive or as fresh as the others. 

BEST OF THE REST
▼ HAYU ($5.99 a month)

Launched on March 22. Half the price of most 

of the others (plus a 30-day trial), it promises 

more than 3000 episodes of reality TV staples 

such as Keeping Up with the Kardashians, The 

Real Housewives series and Made in Chelsea. 

▼ DENDY DIRECT (pay per view)

The arthouse cinema operator’s online rental 

service for movies and some TV, currently showing 

Bridge of Spies and The Martian for $6.89 each (or 

$19.99 to own) and classics such as The Reader 

and Hotel Rwanda for 99¢. 

▼ BIGPOND MOVIES (pay per view)

Telstra’s movie and TV service has new releases 

such as Spectre and Sicario for just $5.99 each, 

plus Geordie Shore and Fear the Walking Dead 

for $1.99 an episode. Telstra customers get one 

complimentary movie (from a choice of three) 

each Thursday. 

▼ FOXTEL PLAY (packages from $25 a month)

Live TV and catch-up for existing Foxtel subscribers, 

with live sport (A League, EPL, NRL, NBA), TV 

(Games of Thrones, Nashville) and movies (Spy, 

Avengers: Age of Ultron). Unmetered with Foxtel 

Broadband. Two-week free trial.

WHAT THEY WATCH
Mark England, 32, and fiancee Sophie 

McIntyre, 28, signed up to Netflix purely 

to watch House of Cards and stuck with 

it. “Nobody notices $10 a month,” says 

Mark. They’ve since acquired Presto (free 

via Mark’s Foxtel for a year) and Stan 

(free for three months through Sophie’s 

Optus broadband). Mark has kept his 

Foxtel subscription ($99 a month) but only 

for sport – specifically English Premier 

League – and plans to cancel it when Optus 

begins streaming the football in August. “If 

anything I’ve got too much to watch now; 

I’ve got a backlog,” he says.

So do they fight over show selection? 

Not at all, says Mark. They watch on 

separate devices – Daredevil on the TV, 

Gossip Girl on the laptop – sitting next to 

each other on the sofa. “I’m pretty happy 

[streaming],” says Mark. “I get 300GB a 

month [with Internode] so I go nowhere 

close to my limit. And if I did, it’s not a giant 

leap to go unlimited, is it?”
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STREAMING

offers live streaming for English Premier 
League, NRL and AFL matches for Foxtel 
subscribers. At the time of writing it was 
offering a 14-day free trial which reverts to 
$50 a month afterwards. 

Certain providers, such as Quickflix, BigPond 
Movies and Dendy Direct, operate on a pay-per-
view model, charging viewers for “premium” 
content, which if mismanaged could prove 
rather pricy. 

For example, you’ll pay $2.99 for an episode 
of Game of Thrones on Quickflix. Considering 
the show has 50 episodes in the can already, 
a weekend’s binge could theoretically cost 
you $149.50. 

Moreover, you’ll need a reasonably fast 
connection speed and a generous data allowance 
to stream, warns Choice campaign manager 
Erin Turner. “Typically, you can expect to 
use an average of 1GB an hour for standard 
definition but this can go as high as 3GB an 
hour for HD content  and 7GB for ultra HD. 
Be very careful!”

Luckily, some services have joined forces 
with Aussie broadband providers to deliver 
“unmetered content” – nothing you watch will 
eat into your monthly allowance. Netflix has

deals with Optus, iiNet and Internode; Presto 
is aligned with Telstra BigPond and Foxtel 
Broadband (see the table below). 

You might consider an unlimited plan but an 
average monthly spend of $60 (about 200GB) 
is generally enough to stream comfortably 
without having to worry. You can always adjust 
your playback settings too, opting for “low” 
instead of “high”, to save data and improve 
streaming speed. 

A word of caution: mobile broadband and 
streaming don’t mix well. “Say you had Virgin 
Mobile Broadband 6GB for $30 a month – that’s 
really only two or three movies. You could 
get into trouble quickly,” says Hanlon. “Once 
you hit that limit, your speed will be throttled 
and those extras charges will really sting.”

Choosing the right device can prove a Herculean 
task: Netflix, for example, is compatible with 
more than 100 different devices. All Australian 
streaming services are available on PCs, Macs, 
smartphones and tablets. But you probably 
don’t want the whole family huddled around 
your mobile. 

The cheapest method for big-screen viewing 
is to simply hook up your telly to your laptop 
using a HDMI cable. But those with a smart

TV, PlayStation or Xbox, or a digital streamer 
(Telstra TV, Apple TV, Chromecast, Fetch 
TV) will enjoy a more convenient experience. 

Check with your provider how many devices 
you are permitted to use: Stan and Quickflix 
both allow up to six, with three simultaneous 
streams (see table).

Still can’t make up your mind? You’ll find 
plenty of reviews at WhistleOut or CompareTV. 
In addition, free apps, such as JustWatch, let 
you search for a specific show or film to see 
which provider, if any, offers it.

Also check the satisfaction survey conducted 
by consumer group Choice. “There were clear 
winners and losers,” says Turner. “But Netflix 
and Apple TV certainly stood out for value 
for money, reliability of streaming and range 
of content.” See choice.com.au.

“You shouldn’t feel wedded to the one provider,” 
says Hanlon. “Say you’re looking for something 
to watch on a Sunday night – have a look on 
ABC iView or SBS On Demand first. Nothing 
on? Sign up to Netflix for a month. 

“There’s really no difference to popping out 
for a DVD: it’s a similar price, you get a much 
greater choice and you don’t have to leave the 
house. Win-win.” M

MULTIPLE CHOICE
PROVIDER MONTHLY 

PRICE
FREE 
TRIAL

LIBRARY DEVICE 
FEED 

ALLOWED

MAX 
CONCURRENT 

STREAMS

MIN 
SPEED 

UNMETERED DIGI STREAMERS CONSOLES

Stan $10 30 days 7700+ hrs 6 3 1.5Mbps NAp Telstra TV; Apple TV; 
Chromecast

PS3/4; Xbox One

Presto $9.99 TV/movies; 
$14.99 both

30 days NAv 4 2 3Mbps Foxtel Broadband; 
Telstra BigPond

Telstra TV; Apple TV; 
Chromecast; Nexus Player

PS3/4

Netflix $8.99 SD; $11.99 
HD; $14.99 UHD

30 days 10,000+ hrs Basic (SD) 1; Standard (HD) 
2; Premium (UHD) 4

0.5Mbps Optus; iiNet; 
Internode

Telstra TV; Apple TV; 
Chromecast; Nexus Player

PS3/4; Xbox 360/One; 
WiiU

Quickflix $9.99 or ppv 30 days 7000+ hrs 6 3 1.5Mbps NAp Chromecast PS3/4; Xbox 360/One

Dendy Direct Pay per view none 1500+ hrs 5 1 2Mbps NAp Apple TV NAp 

BigPond Movies Pay per view none 10,000+ hrs 1 1 1.2Mbps Telstra BigPond Telstra TV NAp

Foxtel Play $25+ 14 days NAv 3 2 3Mbps Foxtel Broadband; 
Telstra BigPond

NAp PS3/4; Xbox 360/One

Source: comparetv.com.au/compare/streaming-video-on-demand/ as at 7-Mar-16. Library size: choice.com.au/electronics-and-technology/home-entertainment/home-entertainment-networks/articles/
streaming-tv-and-movie-services-compared as at 15-Dec-15 
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PROPERTY

Expect a property

correction, not

a crash. And after a

30% gain in capital city

property prices over the past four years –

mainly due to Sydney and Melbourne – a

slowdown and correction are likely. This

may be already under way, with slower

lending to investors, out-of-cycle interest

rate hikes and poor affordability driving a loss

of momentum in Sydney and Melbourne. We

expect those two markets to see a 5% to 10%

fall in prices around 2017-18.

A downturn in the property cycle will be

a dampener on the economy because it

will go hand-in-hand with slowing housing

construction and, as property accounts for

about 65% of household wealth, negative

wealth effects will dampen consumer

spending. All of which will pose a challenge to

the economy, which is still seeing a negative

52 Real estate Pam Walkley 
54 Apartments Steph Nash

INSIDE PROPERTY THIS MONTH

Get set  
for a  
correction

impact from falling 

mining investment. 

However, a 5-10% 

correction should be 

manageable. Similar falls were 

seen in 2009 and 2011-12 without 

causing a huge problem. It does 

mean that other parts of the 

economy will need to fill the gap left 

by a slowing housing sector and so 

the Reserve Bank is likely to have 

to cut interest rates again and the 

Australian dollar will need to stay low.

A 40% crash in property values, as some 

have been talking about (again), would be a 

different matter as the impact on household 

wealth and the banks would reverberate 

through the economy. However, a full-on  

crash would require much higher interest rates 

or a recession to drive defaults and forced 

sales. Apart from recessionary conditions in 

mining towns, there is no sign of the latter. 

And the former seems very unlikely as it would 

require the RBA to get it badly wrong.

Growth rate slows in capital cities

First impressions 
are a big deal

A ll property owners hope their assets will 

gain in value over time. While Sydney 

and Melbourne home owners would have 

been pleased with their surging markets over 

the past couple of years, data from CoreLogic 

shows that the gains in the capital cities are 

starting to level out. 

Capital city markets have been losing 

momentum since July 2015, when overall 

median values were increasing at an 

annual rate of 11.1%. The slowing has been 

particularly significant for Sydney, with the 

growth rate more than halving to 7.4%pa in 

March from 18.4%pa in July last year. Overall, 

prices rebounded modestly at the beginning 

of this year, taking the annual rate across the 

capitals to 6.4% over the 12 months to the end 

of March.  

CoreLogic reminds home owners and 

investors to consider the complexity of all 

markets, as the growth rates for each state 

and region vary significantly. SN

How can you make sure you get 

the price you want when selling 

your home? A Finder.com.au survey has 

revealed that the condition of the front 

yard and the facade can really influence 

potential buyers.

On average they will offer 13% less 

than the asking price if they’re dissatisfied 

with the property from the outside. And 

8% would offer up to 25% less due to 

the poor street appeal. The survey shows 

Queensland has the most demanding 

buyers – they discount their offers by 

15% on average.  

So it pays for sellers to create a good 

first impression. This can be done 

without spending a lot of money. Finder 

suggests building a new fence, repainting 

the facade, installing a modern door or 

sprucing up the garden.  

A separate Finder survey found that 

parking a luxury car out the front could 

also improve your chances of clinching a 

sale. On the other hand, buyers say they 

would be put off if they saw a motorbike 

parked outside. 

So if you happen to have a friend with a 

BMW or Jaguar, now’s the time to call in a 

favour. STEPH NASH

5-10% FALL 

Shane Oliver,  
AMP Capital

BRAKES ON
REGION MEDIAN 

PRICE1
YEAR’S 

GROWTH

Sydney $730,000 7.4%

Melbourne $560,000 9.8%

Brisbane $470,000 4.5%

Adelaide $415,000 3.2%

Perth $495,000 -2.0%

Canberra $540,000 1.7%

Source: CoreLogic RP Data, 31-Mar-16. 1All dwellings
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REAL ESTA

S
HOULD YOU BUY AN ESTABLISHED 
home or build a new one? This is 
a question faced by all residential 
property buyers regardless of 

whether you are a first-home buyer, an 
upgrader, a downsizer or an investor.

Certainly there are more incentives for 
buyers of new homes – especially, but not 
only, for first-timers. For a start you will 
pay less in stamp duty, which, depending 
on which state you are buying in, ranges 
from $27,000 to $41,000 on a $750,000 
established house. But with a house-and-
land package you will pay the stamp duty 
only on the land, not the house. So, for 
example, if the land component of your 
$750,000 house is $300,000 you will save 
between $20,000 and $27,000. 

Some states, most notably NSW, also 
provide incentives for people to buy new 
homes. Its New Home Grant Scheme gives 
you $5000 towards the purchase of a new 
home, as long as the price is $650,000 or 
below or the land price is $450,000 or 
below. In the Northern Territory, owner-
occupiers buying a new home get a $7000 
stamp duty discount. 

First-home buyers in South Australia 
receive a grant of $15,000 only if they buy 
a new home, as long as the price does not 
exceed $575,000. And in Western Australia 
first-time buyers are eligible for a $10,000 
grant if they buy a new home but get stamp 
duty relief only for existing homes 

Investors who buy new will find this 
boosts their cash flow due to greater tax 
depreciation benefits, says Tyron Hyde, 
director of quantity surveyor Washington 
Brown, in his book Claim It! “Investors can 
claim a 2.5% depreciation allowance on the 
construction cost,” he writes. “Plus you’ll 
also be entitled to claim the full amount 

Buy a new or established 
home? Pam Walkley looks at 
the pros and cons

An old
dilemma

of depreciation allowances on plant and 
equipment items, such as blinds, ovens, 
carpets and air-conditioners, which will all 
be brand new.”

Another attraction of buying new is that 
the property will come with a builder’s 
warranty, making it easier to define 
potential maintenance expenses. You can 
also customise your property to suit your 
needs and new properties are usually 
more energy efficient and environmentally 
friendly than older ones. 

But a big pitfall with new properties 
is you often have to pay a premium. 
Developers need to make a profit so they 
add a margin, and often marketing costs, to 
the price. This may mean it takes longer for 
the property to grow in value. 

And while you don’t have to pay stamp 
duty on the building component of a house-
and-land package, you will pay GST. 

Getting finance for a new home is also 
more complex, as part of your borrowings 
is likely to be a construction loan, which 
will be drawn down during building when 
the lender is satisfied specified works have 
been completed. 

One advantage of buying an established 
home is you know exactly what you are 
getting and can be more confident you are 
not paying over the odds. And established 
homes are more likely to be in areas with 
more infrastructure, including transport. 
Finding an existing home is also usually 
much faster than building a new one. And 
you can add value, manufacturing more 
rapid capital growth. 

GIFTING DANGERS

Many parents are 

gifting their children 

money for a deposit to 

help them get a foot on the 

property ladder. But this 

generosity doesn’t come 

without its complications, especially if the 

child is in a relationship that later ends.

There can be legal implications should 

the former partner make a claim against 

the property as a de facto, so parents 

want to protect themselves and their 

children from these large sums being lost 

outside the family unit. 

Legally documenting that the deposit 

is not a gift but a loan to be repaid may 

provide one solution to cautious parents. 

However, traditional banks are typically 

unwilling to consider first-home buyers 

who borrow the deposit funds. 

Luckily there are lenders in the market 

that will look at the full situation and not 

decline the loan simply on the basis the 

deposit is borrowed. To find these free-

thinking lenders, you’ll need to extend your 

inquiries beyond traditional banks.

HEIDI ARMSTRONG, HEAD OF CONSUMER ADVOCACY, LIBERTY FINANCIAL

Pam Walkley, founding editor of Money and 
former property editor at The Australian 
Financial Review, has hands-on experience 
of buying, building, renovating, subdividing 
and selling property.
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APARTMENTS

The traditional small apartment faces stiff
competition from a glamorous newcomer

THE ONE-BEDROOM
apartment has played an
important role in our bigger
cities. Whether it’s rented by
a struggling artist oroccupied

by a couple of young professionals, the one-
bedder has provided an affordable living
arrangement for a variety of lifestyles. But
rumour has it that its days are numbered.

Real estate services company Colliers
International says the one-bedroom unit is
slowly being squeezed out by the growing
popularity with developers of a smallerversion
of the two-bedder. Since the minimum-size
standards for new apartments in the twobiggest
states, NSW and Victoria, were changed last
year, developers have started building smaller
two-bedroom places. 

Curtis Field, from Colliers, says the new
smaller two-bedroom unit is about 72sqm to
75sqm – about 10sqm smaller than previously.
Compact, but with the added valueofasecond
bedroom and typically about 10% cheaper, it
has emerged as a savvy investment.

“If you go back five years, we used to have
[a ratio of] 40%-45% one bedrooms, 40%-45%
two bedrooms and 5%-10% three bedrooms,”
says Field. 

“Investors are actually seeing more value
with two-bedroom apartments. And what’s
happened from a cost-price point of view and
a compliance point of view is that apartments
have gotten smaller.”

YIELDS SQUEEZED
Research from CoreLogic shows thatrentshave
been flat over the past year and, so relative to

STORY STEPH NASH

the price of an investment property, returns 
have been falling. In Sydney, for example, the 
going rate for a bedroom in a four-bedroom 
share townhouse is between $250 and $350 
a week and competition among prospective 
tenants is so strong that the general condition 
of the property is rarely a factor. 

The high cost of living, particularly in 
Sydney and Melbourne, has changed the way 
people rent. Young people have become more 
comfortable with sharing their space if it will 
save them money. 

Chris Gray, founder and CEO of buyers 
agency Your Empire, says rents appear to be 
on their way up, so more renters may need 
to share their space.

“[Investment] yields in the inner city have 
been on the decline in the past 18 months, while 
property prices have soared,” says Gray. “We 
used to get 4.25%-4.75% [yield] and this has 
reduced to 3.75-4.25%, as units have grown in 
value by $100,000 to $200,000. But rents have 
stayed the same in dollar terms, as tenants 
are on one- or two-year leases.

“Rents have been on fire [this month]. We 
have been renting most apartments for more 
than the asking price and I feel that rents this 
year may increase by 10%. When tenants’ 
leases come up for renewal, landlords push 
up the rents and the yield starts to catch up 
again [with property prices].”  

Field says that by shrinking the size of a 
two-bedroom apartment, developers have 
satisfied demand from investors and tenants. 
With tenants willing to share a smaller space 
to save money, the new two-bedder can in 
effect produce the same rent for a smaller 
capital outlay. 

Bedroom
    MOVES
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a boutique block in a blue-chip location with 
limited supply,” he says. 

“It’s more dangerous in areas where there 
are lots of blocks with 100 to 200-plus units in 
them as they’re all exactly the same and there 
can be lots for sale or for rent at any one time.”

That said, if one-bedroom apartments are 
indeed being pushed out of new apartment 
towers because developers are building a 
higher proportion of two-bedders, then one-
bedders will be scarcer. If there are thousands 
of two-bedrooms around and a limited supply 
of one-bedrooms, the latter may produce better 
yields than they are at present. 

“If something is affordable and unique and 
there is a demand, then yields should still be 
held. It’s where you have hundreds of units 
in block after block that there are potential 
problems,” says Gray.

  DEVELOPER DRIVEN
Whether you buy a one-bed or two-bed apartment 
depends on its size and the area. Who will 
benefit the most from the growing popularity 
of small two-bedroom units? Developers, 
no doubt. 

Field describes the new “smaller is better” 
approach as a developer’s dream. “From a 
developer point of view it’s about their yield; 
it’s about how many apartments you can get 
from a development site,” he says.

“The two-bedroom’s 10sqm reduction has 
increased the amount of [those types of] 
apartments you can put into a project, and 
we’ve seen a broader range of two-bedroom 
apartments because investors – and even 
owner-occupiers – have accepted that a smaller 
and more efficient space is just as good as a 
larger space that is inefficient.”  

While the phasing out of the one-bedroom 
apartment might be a developer-driven sales 
tactic, a two-bedroom apartment does hold 
some significant advantages over its smaller 
sibling. If you can find a one that’s not a lot more 
expensive to buy than a one-bedder, it could 
do well in a market where rents are tipped to 
rise. But investors should heed Gray’s advice 
and beware the growing glut of carbon-copy 
apartment blocks. M

“From a developer’s point of view and an 
efficiency point of view, the shrinking of the 
two-bedroom apartment has provided much 
better returns, much better yields, and in a 
lot of cases a lot better design outcomes,” 
says Field. 

“Buyers have realised that if you want a big 
apartment you have to pay a whole lot more. 
And from an investor point of view, your 
tenant isn’t going to pay $100 a week more 
just because they’ve got 10sqm more in their 
apartment. You’re better off buying a smaller, 
more efficient apartment with two bedrooms 
to maximise your yield. 

“The one-bedroom has sort of been elbowed 
out because there’s a preference for more 
efficient, smaller two-bedroom apartments, 
and that’s become the norm.”

Gray says the new two-bedder produces 
a better yield than a one-bedder if the price 
difference  is not too great. It effectively squeezes 
an extra bed into a one-bedroom apartment: 
the price would be nearly the same but you 
receive extra rent from the second bedroom. 
It’s cheaper for a tenant to split the rent with 
another person and, unless they’re romantically 
involved, you’re likely to find two people 
wanting two bedrooms.

“Assuming you have one person per bedroom, 
it makes sense that it’s easier to get two people 
paying $400 each a week in an $800,000 two-
bedroom unit than one person paying $600 a 
week in a $600,000 one-bedroom unit. This is 
assuming 5% rental yield,” says Gray. 

OVERSUPPLY RISK
Gray says location, as always with property, is 
a key factor for an investment. It’s more risky 
to invest in areas where there is an abundance 
of units, as there can be lots for sale or for rent 
at any one time. Some areas of Sydney – such 
as Zetland, Waterloo and Alexandria – and of 
Melbourne may be heading for an oversupply 
of apartments.

While it might be cheaper to buy in an 
area of high supply, Gray says that you’re 
more likely to get a better return in an area 
with low supply. “Investing in a one-bedroom 
apartment is reasonably low risk if you’re in 

The new, smaller 
two-bedder can 
produce the 
same rent for less 
capital outlay
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Consumer discretionary
3% (13%)

Consumer staples
3% (10%)

Energy

16%
(7%)

Financials
1% (21%)

Healthcare
1% (13%)
Industrials

10%
(11%)

Information
technology
1% (14%)

Materials

24%
(5%)

Telecom
services
1% (3%)

Utilities 40%
(3%)

(MSCI sector weightings in brackets)

Reported scope 1 and 2 emissions

SOURCE: AMP CAPITAL, MSCI WORLD INDEX
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INVESTING

Africa is fast becoming

an important profit

driver for some of the largest

multinational consumer

companies. The sheer growth of its population

and spending habits of its fast-growing middle

class means Africa is one of the few areas

of growth in a low-growth world. By 2050,

Nigeria’s population will exceed that of the

US and it will be the third-largest populated

country by the end of this century.

Investors will soon talk about Africa as they

used to talk about Asia and Latin America.

Already companies such as Coca-Cola and

food company Danone anticipate further

Monik Kotecha,
Insync Funds Management

Check the  
CO2 footprint
Aportfolio is only as healthy as its 

individual assets, and if some of  

your assets are potentially “toxic” you  

may need to reconsider their place in 

 your long-term strategy. 

AMP Capital says Australia needs 

to decrease its greenhouse emissions 

by more than 90% to comply with last 

December’s Global Climate Change 

Conference agreement to limit global 

warming to less than 2°C by 2050. 

The investment house says such a 

requirement could have a significant 

impact on many of our listed companies 

and advises investors to analyse their 

portfolio’s carbon footprint. 

Companies fall into three carbon-

emission “scopes”. Scope 1 companies 

have direct emissions from substances 

owned or controlled by them; scope 2 

involves indirect emissions from energy 

generation purchased by companies; 

and scope 3, various sources, e.g. from 

distribution, logistics and business travel.

AMP Capital says it is important to 

monitor a company’s contributions to 

greenhouse emissions. But there are 

data shortfalls as only around 65% of 

companies publish information. STEPH NASH
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penetration of their brands as per capita 

income rises. For example, Danone’s African 

sales continue to accelerate beyond its 2014 

results, which were six times 2008 figures, 

generating more than ¤1 billion ($1.5 billion) in 

sales. Global beer companies will experience 

most of their profitable growth in the coming 

decades from countries such as Nigeria, 

Tanzania and Ethiopia. 

The best way into any emerging market is 

through the international consumer giants 

which are leveraging off their brands to a 

new group of aspiring consumers. Investors 

need the safety of companies that follow first-

world accounting and governance standards 

and have the balance sheet, cash flows and 

global reach to manage the volatility found in 

individual emerging countries.

Where I'd invest $5000

I'd invest $5000 in a

diversified portfolio of low-

cost index funds. Research 

consistently shows the way 

to maximise long-run returns (adjusted for 

risk) is to create a diversified portfolio of low-

cost index funds in a variety of asset classes. 

They should be rebalanced periodically to 

maintain your risk-return profile. Rebalancing 

is a disciplined way to keep your portfolio in 

line with your strategy and to avoid simply 

chasing assets performing well at the time. 

Every dollar of fees comes off your return, so 

minimise them for the index funds that best 

represent sectors you want in your portfolio.

EMERGING 
MARKETS

Africa is  
the next big thing

Chris Brycki, 
Stockspot
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GREENWOOD

I
HAVE SAID IT BEFORE, AND I WILL SAY 
it again: if you have a business – or 
some specific skill – then buy yourself 
an airline ticket to Shanghai, Beijing, 

Guangzhou, Chengdu, Wuzhen, Shenyang, 
Xiamen, Hangzhou or any of a dozen other 
large Chinese cities and start exploring.

There is no doubt there are enormous 
opportunities for Australians from the free 
trade agreement – that will only dawn on 
many people when someone else has taken 
full advantage of them. The trick is to move 
early, learn early and gain contacts and 
knowledge.

All you have to do is put your backside 
into an airline seat. And there are plenty 
of them on offer. Seven airlines now fly 
to and from China out of Sydney Airport: 
Air China, China Eastern, China Southern, 
Sichuan Airlines, Xiamen Airlines, Hainan 
Airlines and Cathay Pacific. It’s not even 
costly to get this education: China Eastern 
or Qantas will get you there for about 
$1200 return.

So it’s encouraging to have seen in the 
past month, the largest yet Australian trade
delegation to China. But for investors, 
especially those who might not strap 
themselves into that plane seat, what you 
really want to look at is the guest list.

The trade mission, organised by the 
Department of Foreign Affairs and Trade 
as part of Australia Week in China, visited 
12 cities (some of those I mentioned above).
But it was the diversity of the topics 
covered by this delegation that shows the 
opportunities for business and investors 
are broader than you might imagine.

The sectors covered by the delegation 
included: agribusiness (you would have 
expected this); financial services; health 
and aged care; innovation; international 
education (worth $19 billion a year, our 
fourth-largest export earner); premium 
food and beverage and consumer products;
tourism (there will be 1.2 million Chinese 
visitors down here this year, overtaking 
the Kiwis); and urban sustainability and 
water management.

The free trade agreement provides exciting possibilities, writes Ross Greenwood 

Catch the next China wave

are the time you spend learning about the 
people you are dealing with, being precise 
in what you are seeking and honouring 
your end of the deal. It also means quickly 
walking away if you are dissatisfied with 
the outcome. But patience is vital.

Despite the obvious differences in 
culture, population and language, the 

similarities between the two 
countries are also important. 
China, too, has a rapidly ageing 

population that must be managed 
and cared for. It has been through 

a massive infrastructure 
building boom similar to ours 
(though China’s building 
has been largely for urban 
infrastructure, whereas in 

Australia it was for mining). 
Now both of us are relying on 

their consumers for a new wave of 
sustainable growth. China will be 

aided by the enormous growth in its 
middle class.
The China story clearly has risks,  

political and economic. And some
Australian companies that dive in will
come a cropper. But do not be swayed by
negative headlines about China’s growth.
Yes, things might slow but that is largely
about the reduction (not total end to) in its
phenomenal infrastructure building.

The emphasis for your investment
investigation should be Australian products
and services that focus on healthcare,
food, retirement care, education and water
treatment. These offer enormous potential
in the next phase of China’s development –
and there will be many local companies that
enjoy decades of growth as a result.

What you need to do is investigate the
companies making inroads into China,
assess their chance of success and hitch
a small part of your wagon to them. It is
almost a case of: one boom ends, another
starts some place else.

In other words, there is a diverse range of 
opportunities in China for our companies, 
so there’s a large selection that investors 
can also explore. Though there was a large 
contingent of small and medium-sized 
businesses in China for the trade mission, 
many larger established players – including 
Blackmores and Bellamy’s, whose share 
price performance off the back of their 
China sales has been phenomenal, if 
volatile – were also there. (See stories about 
local food companies, pages 80 and 82.)

As with any business relationship, the 
keys to trading with Chinese companies 
are trust and reliability. Also important 

Ross Greenwood is Channel 9’s finance 
editor and Radio 2GB’s Money News host.

One boom ends, 
another starts some 

place else
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You can access your super tax free once

you turn 60 and meet a condition of

release – that is, give up your job – or start a

transition-to-retirement. The fund’s earnings

are also tax free.

Once you turn 65 you can access your

super tax free either as a lump sum or

pension without having to give up work.

Fund earnings are also tax free.

Go to ASIC’s MoneySmart website to

calculate how long your super will last and

what you will get from the age pension to

supplement your income: moneysmart.gov.

au/superannuation-and-retirement/

retirement-income-planning.
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When the 
tide turns
You need to rethink 
strategy in pension phase, 
writes Vita Palestrant

I
T CAN BE DAUNTING MOVING FROM 
super’s accumulation phase to pension 
phase. Instead of money going into 
your account, it’s going out. With this 

in mind, it’s important to check whether 
your existing fund still serves you well.

For starters, you have different needs in 
the pension phase. You will want easy and 
reliable access to your money, especially 
in an emergency. So even if your fund’s 
returns and fees are OK, how responsive is 
it? And does it have the investment options 
to put your strategies in place?

“Look for a fund with a trusted brand 
because you want them to be around for 
a long time,” says Alex Dunnin, executive 
director of research at Rainmaker 
SelectingSuper. “You also want a fund that 
is easy to transact with. Is your pension 
payment transferred into your bank 
account? Do you have to set up a cash 
management account? Can you do an ATM 
withdrawal and how does that work?”

Once you move to pension phase you are 
dealing with a “serious amount of money”, 
he says, and you need to be cautious. “Even 
if you haven’t been earning that much 
money through your working life, by the 
time you retire it will have accumulated 
into a sizeable amount, $300,000 or 
$400,000 or $500,000-plus. It means you’ve 
got to start thinking differently.”

Apart from talking to your own and 
other funds, he recommends a visit to 
Centrelink. “They have financial services 
officers who are there to help you take 
advantage of the age pension. They will tell 
you what you are entitled to and how you 
might need to juggle things to maximise 
what you are entitled to.”

Kirby Rappell, research manager 
at SuperRatings, says that although 

investment options are the same in 
accumulation and pension phase, retirees 
have different objectives and risk tolerance 
and need strategies to complement them.

“We are seeing more providers offer 
‘bucket’ solutions,” he says. “They might 
allocate money for short-term requirements
to go into a cash account, a medium-term 
allocation going into a less volatile capital 
stable or conservative balanced option and,
if there is a third bucket, it’s invested more 
aggressively to provide capital growth for 
the later years in retirement.”

It may come as a shock to realise that 
two-thirds of all fees you will ever pay as a 
super member through your lifetime will 
be paid after you’ve retired. “That’s when 

you have the maximum amount of money 
and it means even a 1% fee, which sounds 
low, is a lot of money,” says Dunnin. “A 1% 
fee can amount to $3000, $4000 or $5000 a 
year. If you’re going to be paying 2% or 3%, 
which is what some retirement products 
used to charge, it’s $10,000 or $15,000. Fees 
should go up a little bit but not by much.”

Rappell says super funds are able to 
offer advice over the phone to help you 
understand the process and provide basic 
advice. For a full in-depth plan, an adviser 
may charge a couple of thousand dollars 
but you should “research your adviser 
to ensure they are independent and well 
qualified”, he says.

Dunnin says you should watch out for 
contributions fees when switching. “You
shouldn’t be paying an entry fee or, if you
are, it’s got to be because you are getting
fantastic financial advice because you’ve
got a very complicated financial position
that involves setting up estate planning
deals and family trusts. If you just want to
join a retirement product, it’s pretty basic
and there shouldn’t be a contribution fee.”

Rappell says best practice is for a
pension withdrawal to be like an online
savings account withdrawal, where you
can access the money in your account
the next day so long as it meets the
[institution’s] daily cut-off.

TAX-FREE TIMES

Vita Palestrant was editor of the Money 
section of The Sydney Morning Herald 
and The Age. She has worked on major 
newspapers overseas.
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B
Y THE TIME YOU NEED ESTATE 
planning tools it’s probably 
already too late. But, with a little
forethought, you should set 

yourself up to weather every storm life can
throw at you. 

As well as life and income protection 
insurance, a solid estate plan that meets 
your needs and objectives, constructed 
by an expert legal professional, is 
paramount to ensure protection and 
family wealth longevity. A plan can 
make all the difference to how your 
assets are managed and distributed to 
beneficiaries if you are incapacitated or 
pass away.

I specify “expert legal professional” as an
average suburban lawyer will probably give
average results. An I-love-you will may be 
fine if your situation is straightforward but 
simplicity is now a rarity. 

An I-love-you will is a circumstance 
where the husband typically leaves 
everything to his wife or vice versa. If 
your family situation differs, such a will 
probably won’t cut it. Divorce, separation, 
blended families, same-sex families, singles
and even pets can throw spanners in the 
works. Planning and preparation are key in
avoiding pitfalls. There are five tools you’ll 
need to ensure you’re on the right track: 

1. YOUR WILL 
If you have any assets of material value 
you will need a legally binding document 
stating how your assets are to be 
distributed to your beneficiaries on your 
death. Wills are administered by the states 
where the laws differ slightly, so there’s no 
national one-size-fits-all solution. 

A will needs to be valid and up to date 
and it needs to state that it supersedes 
any previous one. Importantly, you need 
to make sure your beneficiaries know 
where it is. 

If you think a $25 will kit will be 
adequate, I suggest you review your 
strategy. Wills can be easily contested by 

These fi ve estate planning essentials should cover your needs 
in most eventualities, writes Sam Henderson

Protect your wealth

a responsible adult child or a sibling is often 
a good back-up plan.  

3. POWERS OF GUARDIANSHIP 
Guardianship is so important if your 
children are under 18 or if you’re over 
65 and you or your partner may need 
particular assistance, such as in the 
instance of Alzheimer’s. Powers of 
guardianship state who will look after 
you or your children if you are no longer 
around or are incapacitated. 

4. TESTAMENTARY TRUST  
This is established on your death and 
designed to distribute your assets 
or income to your beneficiaries. Its
major advantages include its ability to
protect your assets from your children’s
ex-partners or to distribute tax-effective
income to minors or children. Normally
minors will pay a higher rate of tax if
they earn greater than $416 a year but a
testamentary trust will qualify them for the
normal marginal tax rates, including the
$18,200 tax-free threshold.

5. FINANCIAL AGREEMENT
This legal contract between two
consenting adults states who owns what
in the event of separation or divorce. As
with a will, it is open to interpretation and
contest after a break-up it does serve as a
benchmark. The birth of a child or children
– and therefore their support and care – is
likely to muddy the waters the most if a
relationship breaks down.

I do suggest you seek professional
advice for your estate planning. Don’t
underestimate the importance of each of
the above legal documents – nor the value
of the peace of mind you will gain after
completing the list.

partners, ex-partners, family members 
(including estranged family members), 
dependants or someone who has lived 
with the deceased.  

For a will to be valid you’ll need it in 
writing, it will need to be signed and 
witnessed by two non-beneficiaries. Even 
if it is valid, it can still be contested. 

There is no way to stop someone from 
contesting your will and many lawyers 
now offer a “no win, no fee” deal for the 
service – that probably sheds some light 
on their confidence about winning cases. 
A clear, professionally constructed will can 
help ensure your assets are distributed in 
the way you truly intend.

2. POWER OF ATTORNEY 
This authorisation allows someone to “step 
into your shoes” to manage your affairs 
if you are incapacitated through injury or 
illness or unable to act for yourself, such as 
when you’re overseas. 

It is often underestimated in importance 
and I reckon everyone should have a 
power of attorney along with their will. 
Crucially, make sure you allocate more 
than one person as your power of attorney 
just in case you’re in an accident with your 
partner or overseas together. The choice of 

 Sam Henderson is CEO of Henderson 
Maxwell (hendersonmaxwell.com.au) and 
hosts Your Money Your Call – Retirement 
on Sky News Business every Thursday night. 
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CAN YOUR FINANCIAL  
adviser add value to wealth 
creation? “Absolutely,” says 
Adrian Raftery, a senior academic 
with expertise in financial 

planning, superannuation and tax at Deakin 
University. First, though, you need to identify 
the right person.

“Not only does a good financial planner have 
to be part-accountant, part-mathematician and 
part-investment manager, they also need to be 
part-social counsellor because they are going 
to be dealing with a lot of people with a lot 
of stresses in their lives that revolve around 
money,” says Raftery.

“It could be you’re diagnosed with cancer, 
or you’ve lost a loved one, or you’ve been 
retrenched, or the market’s fallen. They’re 
able to say ‘It’s going to be OK’ or conversely 

that you need to work longer, save more or 
reduce spending.”

He recommends taking a long-term view:  
it’s over a lifetime that you can gauge the value 
added by a financial planner. “Sometimes it 
goes through to the second generation when 
the first generation dies. It’s more around 
strategies – putting in place savings plans, 
putting extra money into super – that you 
start to see the value that is added.

“Or it could be things like the correct 
structures in terms of setting up a business 
or investments or estate planning to transfer 
wealth from one generation to the next. These 
strategies can save significant amounts of 
money down the track.

“Then there’s the simple thing of you having 
peace of mind and not having to worry about 
your finances knowing someone is there 

worrying about it on your behalf, or comforting 
you if something goes wrong.” 

The financial planning industry has a bad 
rap in recent years after high-profile scandals 
that involved unscrupulous advisers putting 
clients into dubious products for the sake of 
high commissions, bonuses and kickbacks.

Thanks to the Future of Financial Advice 
legislation and a concerted effort to lift standards 
among practitioners, the industry is transitioning 
from its historic product distribution model 
to a true profession. Advisers now have a 
legal obligation to put their clients’ interests 
ahead of their own, sales commissions have 
been banned (with the exception of insurance) 
and educational requirements are being lifted 
from a fairly low base.

There are five golden rules to find the right 
person. Don’t settle for less.

Your financial future can depend 
on finding the right planner to 
guide you through the wealth-
creation strategies

STORY VITA PALESTRANT

Nothing but 
the best 
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THE RIGHT STUFF
“This is your financial future and you deserve 
the best,” says Claire Mackay, an independent 
financial planner and principal of Quantum 
Financial. “There is a bare minimum [in 
qualifications] now required for advisers 
and the reality is the bare minimum is still a 
diploma. If you want to be serious about your 
financial future, you want someone who is 
serious about their profession.”

Apart from being a certified financial planner 
(CFP), Mackay also has legal, tax and accounting 
qualifications. “Look for someone who is a 
degree-qualified CFP, who is a member of a 
professional body and adheres to their code of 
ethics. It’s the absolute minimum you should 
look for in a financial adviser,” she says.

The Financial Planning Association (FPA), 
the industry’s largest professional body, wants 
a financial planning degree to be the minimum 
requirement to practise but the issue is what to 
do about bringing so many existing diploma-
only advisers up to speed.

“We’ve been negotiating with the government 
about an appropriate time frame and pathway 
so planners aren’t going to be asked to go and 
get a bachelor’s degree. There will be options 
around bridging courses and other training 
to upskill their qualifications,” says Dante De 
Gori, the head of the FPA.

“They will be asked to upgrade and if they 
don’t they will no longer be able to practise. 
Any aspiring or new financial planner that 
hasn’t yet joined the profession after this reform 
will have to have a financial planning degree.”

Always check an adviser’s credentials, he 
says. “The best source of information is on 
the Australian Securities and Investments 
Commission’s adviser register. Once you 
put in the adviser’s name, it will tell you if 
they are a member of a professional body, 
their qualifications, what they are licensed to 
provide advice on and who they are ultimately 
owned by.” (See “Essential checks” breakout.) 

BEDSIDE MANNER
Good communication skills, empathy and 
experience are important, says Raftery. “You 
are going to be dealing with someone on a 
personal basis with very sensitive information. 
Some of the conversations you will be having, 
you probably wouldn’t share with too many 
other people apart from your spouse.

“You wouldn’t necessarily tell everyone you 
were made redundant, or you’ve got cancer, 
or the bank foreclosed on your mortgage. You 

Once you have a list of possible advisers 

to choose from, get a copy of their 

financial services guides by visiting their 

website or asking them to send it.

Each one will tell you what services they 

offer, how they charge and whether they 

receive any additional payments or benefits; 

who owns the company the adviser works 

for; if they have links to product providers 

(many advisers are linked to banks, fund 

managers and life insurance companies and 

this can affect the services and products 

offered); and their licence number.

Finance industry regulator ASIC’s financial 

adviser register is a treasure trove of 

important information. It’s essential you look 

up the adviser’s details. It tells you:

 The adviser's qualifications, experience 

and employment history.

 Whether the adviser is a member of a 

professional body or industry association 

that is relevant to providing financial services.

 What product areas the adviser can 

provide advice about.

 Whether the adviser has been the subject 

of disciplinary action by ASIC.

 The name and number of the Australian 

Financial Services (AFS) licence holder.

 Who employs or authorises the financial 

adviser to provide advice.

 Details about who owns or controls the 

licence holder.

If the adviser is not operating under a 

licence, do not deal with them. They are 

breaking the law and you will have little 

protection if things go wrong.

For further details see moneysmart. 

gov.au/investing/financial-advice/financial- 

advisers-register.

Source: ASIC

want to have someone who has empathy. Do
they provide advice you can resonate with?
If they can explain it in simple terms that’s
going to be very valuable to you.” 

He says someone of a similar age is likely
to be a better match. “A 21-year-old adviser
trying to tell a 60-year-old how to live won’t
work when they’ve only read the textbooks
about property bubbles and stockmarket
crashes whereas an older adviser has been
through the university of life as well.”

Experience is critical, says Mackay, so
you don’t want someone who is just starting
out. “Preferably you want someone with at
least 10 years’ experience but obviously you
don’t want them to be going into retirement
before you do.”

GOOD STRATEGIES
A good financial planner will be strategic in
their approach to wealth creation and this
doesn’t always have to involve an investment
product. It could be something as simple
as encouraging someone to contribute the
maximum amount of concessional super –
$30,000 or $35,000 depending on age – through
their working life. The contribution is taxed
at 15% rather than 49% if they’re on the top
tax rate, locking in a tax saving of 34%.

“Let’s say you put an extra $1 million into
super in your working life purely because you
had an adviser who told you to do so – that’s a

ESSENTIAL CHECKS

tax saving of $340,000 locked in, and it’s just 
one example of a good strategy,” says Raftery.

While a large number of planners work for, 
or are aligned to, the big banks and insurers 
that own the big fund managers, investment 
platforms and advisory firms, a growing 
number are setting up as “independents”.

Surveys conducted by finance industry 
regulator ASIC over the years have found 
that clients of advisers at the big vertically 
integrated institutions were more likely to 
end up with in-house products. In many 
cases those products were more expensive 
or inappropriate. There was also widespread 
replacement of a client’s existing products 
with in-house products.

Financial advisers who call themselves 
“independent” have to satisfy the Corporation 
Act’s strict definition. This means they charge 
no commissions, take no volume-based fees and 
have no affiliation with product manufacturers.

But they can charge an asset-based fee – that 
is, a percentage of the assets under advice. 
Critics say this is simply a commission by 
another name. There is still an incentive to sell 
products rather than recommend a strategy.

“We came up with a gold standard of 
‘independence’ which is simple: no ties to a 
product manufacturer, no commissions and 
no asset-based fees,” says Daniel Brammall, 
president of the Independent Financial Advisers 
Association of Australia (IFAAA) and director 
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of Brocktons Independent Advisory. “It does 
a lot of the heavy lifting for you. It means you 
are dealing with someone who doesn’t have 
an investment in you making a transaction.”

“Independently owned” or “independent 
thinking” doesn’t mean they are independent. 
See superguide.com.au/superannuation-topics/
independent-financial-advice.

HE WHO PAYS THE PIPER 
Advisers have a statutory fiduciary duty to act 
in their clients’ best interest but practice may be 
different. “Scandals have shown remuneration 
has a huge influence on behaviour,” says 
Mackay. “The classic example is if you walk 
into a financial adviser who is only paid a 
percentage of assets under management, 
it’s likely you will walk away with a product 
instead of paying down your mortgage or 
putting your money into a term deposit.”

The distortion can be as simple as moving 
the client out of their existing super fund to 
the adviser’s preferred fund because “it’s the 
only way the adviser gets paid. That may not 
be advice that’s in your best interest,” she says. 

Mackay says advisers are increasingly moving 
away from asset-based charges to fixed fees. 
“If you take away the undue influence of the 
remuneration model then you have confidence 
if an adviser says investing this money is in 
your best interest. You know they are not 

going receive any more or less than what you 
have already agreed upon.”

Brammall says financial advice isn’t about a 
product or a transaction; it’s about a strategy 
and implementation of it. “You should always 
ask your adviser to explain why a product is 
necessary, what other products were compared, 
what other strategies were considered and 
why they were ruled out.”

Advisers don’t normally charge for the 
first meeting, says De Gori. If you decide to 
proceed you will get a statement of advice 
that documents the strategies and products
recommended, costing about $2000 to $4000,
depending on complexity. After that there is
often the ongoing asset-based percentage fee.
Brammall says this used to be about 1% but
has come down to 0.7%-0.5%. 

Like him, many independent advisers have a
fixed fee. Clients enter a 12-month agreement
that is renegotiated at the end of the term.

WHEN TO EXIT
So when is it time to dump your adviser? Obvious
signs include churning products (switching
you frequently to get the commission), a
cookie-cutter approach to investing or pushing
opaque products. “The big thing is trust,” says
Mackay. “If you ask questions and don’t feel
you are getting answers, or there’s a lack of
transparency, those are concerns.” 

ROBO-ADVICE: LEAVE IT 
TO THE COMPUTER

For investors who prefer the do-it-

yourself route, it has never been 

easier or cheaper to invest thanks to the 

introduction of robo-advice. Robo-advisers 

strip back investment costs usually by 

using low-cost exchange traded funds 

(ETFs) in constructing a portfolio. These are 

listed index funds that track market indices 

across the various asset classes. 

Investors enter their details online, 

including age, assets, attitude to investing, 

financial goals, investment time frame and 

risk profile. They are then matched with a 

low-cost portfolio of ETFs across multiple 

asset classes that aims to give them the 

most efficient mix of investments.

Stockspot, for example, has five 

portfolios: aggressive growth, growth, 

balanced, moderately conservative and 

conservative. Algorithms take care of the 

rest. Chris Brycki, Stockspot’s CEO,  says: 

“They can crunch mind-blowing amounts 

of data rapidly to formulate an investment 

approach across geographies and asset 

classes that is often less risky than highly 

skilled human investors.”

The industry hopes to appeal to the 

80% of Australians who don’t use advisers 

because of the costs involved, as well as 

self-managed super funds.

Macquarie is the first of the big banks 

to launch robo-advice. Its platform allows 

investors to invest in any combination of 

investment fund management products, 

ETFs and shares.

“Sometimes the conversations you have with 
an adviser can be difficult, but good advisers 
don’t shy away from it. If you are asking them 
to justify their service or their fees, they should 
be able to do so. If you are asking questions 
about the market, they should be able to explain 
what that means for your portfolio.

“If you have to call four times before you 
get a response, or they are always on holiday 
because they are at the end of their working 
career, or they don’t value you as a client, it’s 
time to move on.”

Mackay says your new adviser should be 
able to help you with the mechanics of moving 
across but she suggests you get a complete 
snapshot of your situation before starting 
the process. M
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STARTING 
OUT

T
HE ABSOLUTE LAST THING ON MY 
mind is how my life will be when 
I’m 70. Just like most people of my 
generation, I’m more concerned 

about the “here and now” – all the tangible 
things I can see in front of me. That said, 
there comes a time, once a year, when I 
get a magical email that reminds me how 
important my retirement really is. Once 
you put a dollar figure on it, it immediately 
becomes more relevant. 

When you’re in your 20s, you don’t 
have to go overboard with devising a 
strategy for retirement. Save the extra 
super contributions for a time when you’re 
further ahead on your finances. If you have 
a first home on your mind, you’ll want 
to save as much income as you can for a 
deposit, so hold off on salary sacrificing. 

It’s important to nail the basics of 
superannuation when you’re at the start 
of your working life. It’s like planting a 
seed alongside a wooden stake – it needs 
guidance to grow in the right direction. 
The first thing you should do is find out 
where your super is hiding. If you’re only 
just remembering that summer job you had 
at a burger bar when you were 15, you can 
easily find your forgotten super and roll it 
over into your existing fund using the tax 
office’s SuperSeeker tool. 

Next up is fees. How much do you pay 
each year in management or performance 
fees? Anything above 1% is too much, so 
if you’re in that boat you should hop out 
as soon as you can. Financial services 
regulator ASIC’s MoneySmart website says 
a difference of 1% in returns can mean a 
20% difference in 30 years. According to 
the Association of Superannuation Funds 
of Australia (ASFA), the average balance 
for a 55- to 59-year-old’s super is $170,393. 
Reduce that by 20% and you’re saying 
goodbye to more than $34,000.

You should also make sure you’re in 
a fund that suits your situation. If you 
plonked your super into your employer’s 

Taking an interest in your retirement savings – although they are probably 
modest right now – will pay off when it counts, writes Steph Nash

Set an early course

You are probably in a balanced account. 
Unless you nominate otherwise, your super 
will automatically be put into a single-
option MySuper fund. If, like me, you feel 
you will have plenty of time later to play 
it safe, look for growth or high-growth 
options to give yourself a head start. 
But before you change your investment 
strategy, find out about the switching fees 
and the yearly returns. 

MySuper usually also automatically signs 
you up for insurance, so if you think it’s 
too early to be paying for life or total and 
permanent disability (TPD) insurance, 
contact your fund to opt out.

Super is your friend. It doesn’t really 
need too much work in its early stages – 
you can get away with giving it a health 
check once a year at statement time. I know 
I will have to take it more seriously when I 
earn more but for now that works for me.  

In denial about your spending habits? 
Next month: How to budget when you’re 
self-indulgent.

fund without research, it may be time to 
take a closer look. Check a research site 
such as www.supersavvy.com.au or 
selectingsuper.com.au – they can give you 
the lowdown on performance and show 
you exactly how your fund compares in the 
greater scheme of things. And when you’re 
analysing performance, make sure you 
consider the long term. 

You might be in a default MySuper fund 
that has low fees but is not producing 
the strongest returns. Pick a period of 
between five and 10 years and see how its 
performance compares against other funds. 
If it’s not hitting the mark, it might be time 
to jump ship. But before you do, make sure 
you check the entry and exit fees.

Something else to check is how the 
portfolio of the default fund is invested. 

Staff writer Steph Nash has a bachelor of 
communications degree.

You will have 
plenty of time later 
to play it safe
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Skills for 
riding ups 
& downs
Volatility is both friend and foe so currency traders must set a strategy

INVESTMENT MARKETS 
can be unpredictable, none more so 
than those for currency. The foreign 
exchange market lets you trade one 
currency for another: Australian 

dollar for US dollar, yen for US dollar, pound 
for euro, yen for euro, Singapore dollar for 
New Zealand dollar and many more “pairs”.

Currencies can go up or down at lightning 
speed, driven by forces such as central bank 
policy and inflation expectations, or even 
simple sentiment. Forex is a wild ride and 
currency markets are deep and liquid – and 
open 24 hours a day.

You will be up against sophisticated investors 
and traders, including exporters, leveraged 
funds, macro-focused accounts, insurance and 
life funds, retail traders and central banks. So 
you need to understand the risks and have a 
good strategy. Stop losses are essential tools 
to make sure you don’t lose your shirt. 

“If trading were easy, we would all be 
millionaires,” says Michael McCarthy, chief 
market strategist at CMC. 

The number of Australians trading currencies 
in the 12 months to November 2015 remained 
constant at 49,000, reports Investment Trends. 
But the number of new traders – those with an 
intention to trade in 2016 – has jumped by 60% 
to 17,000. “The number of new-wave investors 
has exploded,” says Investment Trends senior 
analyst Irene Guiamatsia. She says volatility 
has pushed up overall trading activity. 

STORY SUSAN HELY

Foreign exchange companies are keen 
to attract newbies and offer free education 
programs, demonstration accounts for practise, 
seminars, commentary, analysis and phone 
support. Guiamatsia says the top three in 
terms of market share are IG (14%), CMC 
(11%) and FXCM (10%) but traders are likely to 
shop around: about 10,000 left their providers 
and traded elsewhere during the year, she 
says. This was 21% of the Australian market 
(up from 19% in 2014) and puts us in third 
place for switching, after France (28%) and 
the UK (26%).

McCarthy says you need a strategy that sets 
rules for when to buy and sell and is clear about 
money management, including a set win-loss 
ratio. “Every honest trader admits they have 
had losses but they must implement when to 
take a profit on a trade,” he says.

Learning how forex markets work will 
fully test you as a trader, says Chris Weston, 

chief market strategist at IG. There are many 
fundamental differences compared with 
trading equities or commodities. 

Each currency reacts to different forces. 
“What drives the Australian dollar will often be 
different from that of the UK pound, Singapore 
dollar, yen or US dollar and euro,” says Weston. 

He says short-term influences include risk 
appetite, volatility and investor sentiment. 
Medium-term inputs are capital flows, fiscal 
policy, real interest rates and economic growth. 

Longer-term forces include purchasing 
power parity, net foreign assets and terms 
of trade. 

“It is probably a good idea to have an 
understanding of all of these variables if 
you are going to look at FX trading from a 
fundamental standpoint,” says Weston.

The backdrop to forex constantly changes 
and currently the focus is on when the US 
Federal Reserve will raise interest rates. 
“Expectations of a hike have been pushed back 
of late, while at the same time the European 
and Japanese central banks are undergoing 
a large expansion of quantitative easing,” 
says Weston. 

“Twenty-five global central banks have cut 
interest rates, while a handful are even raising 
rates with the objective of stabilising a falling 
currency. In Europe, 32% of all outstanding 
debt has a negative nominal yield, highlighting 
the incredible role the European Central Bank 
is playing in the markets.” 

FOREX

BEST FOREX COMPANIES
Category Highest rated

Overall satisfaction Pepperstone

Customer service Pepperstone

Educational materials OANDA

Mobile trading IG

Platform features CMC Markets

Value for money OANDA

Source: Investment Trends
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MICHAEL MCCARTHY
Chief market
strategist,
CMC Markets
Periods of extreme swings,

followed by calmer times,

then more violent movement: that’s what

traders anticipate, until at least year’s end. As

volatility increases, so do opportunities but

traders must use disciplines such as stop-

loss orders to ensure a losing trade doesn’t

become a disaster.

Many traders are focused on the US dollar

as their top pick for 2016. Anticipation of

higher US interest rates saw the $US Index

appreciate almost 25% last year. January

started a run of softer US data and falls in the

$US against many currencies. So many traders

are waiting for a sign that $US strength is

about to resume. Some traders anticipate a fall

in the euro/$US (a rising $US) to parity from

current levels closer to $US1.10.

However, a rising $US is likely also to affect

commodity prices, driving them lower in

$US terms. Traders looking to buy $US, and

considering which currency to sell, might see

advantage in selling commodity currencies

– the Australian dollar, the Canadian dollar,

the Norwegian krone and the New Zealand

dollar. Going short AUD/USD or NZD/USD,

or going long USD/CAD or USD/NOK, could

deliver double benefits if any downdraft in

commodity prices adds weight to the trade.

MICHAEL JUDGE
Manager, corporate 
clients, OFX
The $US has taken a 

precarious tumble through 

the first quarter, halting 

ambitions which had initially priced in values 

in excess of the 12-year high witnessed at the 

end of 2015. In the absence of any shocks 

to broader risk flows, the $A has flourished, 

assisted greatly by the broader pullback of the 

world’s reserve currency. Reaching levels not 

seen in over 11 months, the $A comfortably 

outperformed the greenback as the Fed looked 

to moderate interest rate expectations. 

Combining a slower pace of economic 

growth with record levels of low inflation and 

two proposed interest hikes this year hardly 

creates an outstanding incentive that will 

encourage capital flight [to the US]. Central 

banks globally are still saturating markets with 

record levels of liquidity, so the outlook for the 

AUD/USD is somewhat neutral, eyeing higher 

lows [on the chart] off the back of its recent 

upward shift. 

Moves against the yen have tracked a 

similar course, eyeing further upside scope. 

With the AUD/JPY appreciating by a little over 

6% in the past month (in early April), sufficient 

time will be required so that the Bank of 

Japan can fully digest the implications of 

current negative interest rate settings amid an 

economic backdrop clouded with uncertainty.

CHRIS WESTON
Chief market 
strategist, IG Markets
With a backdrop of low 

volatility, improving sentiment 

towards China and Australia’s 

key terms of trade holding the recent rally, the 

$A still holds attractions.

The March meeting of the US Federal Open 

Market Committee and the speech by the 

Fed’s chair, Janet Yellen, on March 30 could 

be construed as a game changer, in so far as 

the Fed has modified tactics on normalising 

monetary policy. In December it preferred 

to raise rates early, with a view to continue 

raising very gradually. Now it is potentially 

allowing inflation to overshoot, preferring to 

hold off from raising and having to lift more 

aggressively further down the line. This has 

removed many of the attractions of buying 

$US and the downside in AUD/USD seems 

limited to 73¢ by year’s end. Given Yellen’s 

stance, we will need to see a sustained 

improvement in inflation before the $US really 

regains its uptrend and AUD/USD heads to 

70¢. The upside should be limited to 80¢.

GBP/AUD is an interesting pair given the 

June 23 British referendum on European 

Union membership and the degree of “Brexit” 

hedging that has seen the pair lose 7% in 

2016. Timing is absolutely key but we could 

see a significant rally if Britain votes to remain 

in the EU, which is my base case. M

HOT CURRENCIES FOR CHALLENGING TIMES
Three experts reveal the latest trends and the pairs to put on your watchlist

HOW IT WORKS 
Forex prices are always quoted in currency pairs because you 

buy one currency (known as base currency) while selling the 

other (counter currency). This is how a trade works: 

You believe sterling will rise against the Australian dollar and 

you decide to buy £10,000 of GBP/AUD at 1.4170, which costs 

you $14,170. A few weeks later the price goes up to 1.527. You 

take your profit, converting your pounds back into Australian 

dollars for a profit of $1100 ($15,270-$14,170).

GBP/AUD GBP AUD

1.417 Buy 10,000 $14,170

Appreciation to 1.527 Sell 10,000 $15,270

Profi t $1100

Source: IG



PRECIOUS ROLE
The metal’s price is soaring as nervous investors seek a safe haven

STORY SUSAN HELY

GO L D  I S  B A C K  O N
investors’ radar after staging a
spectacular 18% rally this year
in US dollar terms and 11% in
Australia dollars. It reached

$US1262 ($1653) a troy ounce, its best gain in
over three decades.

Why has it shot up? Investors are nervous
about the downturn in emerging markets

GOLD 

and China. Also they have the jitters about 
negative interest rates in Japan and Europe 
and the US Federal Reserve’s decision to keep 
interest rates on hold. Gold is regarded as a 
safe haven in times of turmoil and goldminers 
have cut production, so supply is not keeping 
pace with demand.

It is not only investors who are stocking 
up. Big central banks are diversifying their 

reserves – they bought more than 336 tonnes in 
the second half of 2015, the largest six-month 
total on record. Popular gold-backed exchange 
traded funds (ETFs) had their second-strongest 
quarter on record (see chart) and demand from 
the US, Europe, China and other regions rose 
by a combined 363 tonnes. 

Some experts believe it is the start of a new 
bull market for gold. But others say gold is 



36 large miners including Barrick, Newmont,
Goldcorp and Newcrest. The ETF’s price
jumped 43% earlier this year, which was
double the rise in the gold price. 

ETFs 
This is one of the best ways to hold the metal.
The physically backed gold ETFs listed on
the ASX keep it in secure vaults. The most
popular is ETFS Physical Gold (ASX: GOLD),
which is up 12.2% over the year to the end of
April. The annual fee is 0.4%. There is also
the ANZ ETFS Physical Gold ETF (ZGOL).

Shares 
The profitability of gold companies depends
on commodity prices and so shares plunged
when the gold price tumbled, then languished,
from 2011 to 2015. But a falling Australian
dollar and the recent price rally have restored
their fortunes. Morningstar’s gold analyst,
Matthew Hodge, says the gold price will
benefit from the stall in US interest rates. He
prefers companies with quality assets and
deep resources, such as Australia’s biggest
listed goldminer, Newcrest. 

With 60% of production in Australia, 30% in
Papua New Guinea and the rest coming from
Indonesia and Africa, Newcrest’s share price
should improve as costs decline and output
grows at Lihir in PNG. He says Newcrest is
a little undervalued at the moment compared
with Morningstar’s fair value estimate of $17
share. He says smaller gold stocks are likely
to suffer because they don’t have the money
for timely reinvestment or exploration.

Bullion, coins and bars 
Coins and bars are for investors who want gold
to hold in their hand and store in a safe deposit
box. The drawback for gold is that it does not

never predictable. It has experienced five bull 
cycles since 1975 (see table) but also five bear 
markets. While the price can move sharply 
when investors panic, bull runs can stretch 
as long as 12 years, as seen from 1999 to 2011 
when the price ran up 649%. Bear markets 
are shorter but can last up to five years and 
average 52 months.  

There is a theory that two consecutive 
strong quarters for gold typically indicate the 
beginning of a rally, according to the World 
Gold Council. So far there has been only one 
quarter of good gains this year but April has 
started well and sales of gold coins from the 
US Mint are up 51%. But gold rarely performs 
according to plan. It is still $US638 below its 
record price of almost $US1900 after the GFC.

One recent reason given for holding gold is 
that it is a hedge against criminal hackers or 
a virus that brings down the banking system 
as part of a financial cyber war. If banks have 
to close their websites and depositors can’t 
access their money, gold is a good back-up. 
James Rickards put forward this premise in 
his book, The New Case for Gold, (Penguin), 
due out in Australia this month. Rickards says 
there have already been instances when banks 
froze accounts: eurozone members Cyprus, 
in 2013, and Greece, in 2015. “Savers should 
have some physical gold as insurance against 
this bank-freeze scenario,” he says.

So there is a case for holding a small amount 
of gold – but it should never be a large part of 
an investment portfolio.

Buying it 
You can stock up on gold either by buying gold 
bars or coins or investing in the sharemarket, 
through large- or small-cap mining companies 
or a diversified gold fund such as the Market 
Vectors Gold Miners ETF, which invests in 

pay any income. This means its value does not 
compound, so it is more of an investment for 
someone who can afford to have an asset that 
just sits there. The great American investor, 
Warren Buffett, has described gold as an 
“unproductive asset”. If you buy an ounce of 
gold and hold it for 10 years, all you have at the 
end is an ounce of gold. You are speculating 
on price rises, so timing is important. 

If you buy gold bars and coins, expect to 
pay a premium of 3%-5% on top of the gold 
price. When you sell them you can lose a lot 
more, so the costs of buying and selling can 
be high. The Perth Mint, for example, sells 
five grams of minted gold for $308 but buys 
it for just $259, or 16% less. The difference 
between buy and sell spreads varies: the mint 
sells an ounce of cast gold for $1685 but buys 
it for $1614, a difference of only 4%.

Holding physical gold makes sense if you 
have a secure place to keep it. A safe deposit 
box is best or, if you buy through a reputable 
merchant such as the Perth Mint, it will store 
it for a fee. 

Jewellery 
Before you sell your gold jewellery, do some 
homework on reputable gold dealers’ websites 
or visit their shops. There are two gold prices 
– one for buying jewellery and one for selling 
gold. You will get only the base gold price 
(minus a commission) for jewellery, even if it 
has beautiful workmanship. Check the daily   
price so you get the best deal. 

Gold dealers consider the weight and carat. 
The higher the carat, the more valuable the 
jewellery, with 24 carat being 99%  gold while 
18 carat contains 18 parts gold and six parts of 
one or more additional metals, making it 74% 
gold. There are also 14 and nine carats. Try to 
sell as close to the gold price as possible. M

OUTPERFORMANCE BEST INFLOWS SINCE GFC
Global gold-backed ETF (and similar) flowsMarch quarter return of key assets, $US

151413121110090807060520%15%10%5%0%-5%

600

400

200

0

-200

-400

-600

tonnes

Quarterly

Gold

Oil

US treasuries

US stocks

US small caps 

Commodities

Japan stocks

BOOM AND BUST

BULL MARKETS BEAR MARKETS

PERIOD MONTHS TOTAL 
RETURN

PERIOD MONTHS TOTAL 
RETURN

1970-75 61 451% 1975-76 20 -46%

1976-80 41 721% 1980-85 61 -56%

1985-87 33 76% 1987-93 63 -35%

1993-96 35 27% 1996-99 43 -39%

1999-2011 144 650% 2011-15 52 -44%

Source: World Gold Council, April 2016
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Useful numbers and websites

Australian Communications & 
Media Authority
1300 850 115
www.acma.gov.au

Australian Competition and 
Consumer Commission
1300 302 502 
www.accc.gov.au

Australian Securities and 
Investments Commission 
(ASIC)
Local call: 1300 300 630
www.asic.gov.au

Australian Securities 
Exchange
131 279
www.asx.com.au

ASFA
1800 812 798 (outside Sydney)
9264 9300 (Sydney)
www.superannuation.asn.au

CPA Australia
Listing of accountants
1300 737 373
www.cpaaustralia.com.au

Credit & Investments
Ombudsman Service
Financial complaints
1800 138 422
www.cio.org.au

Do Not Call Register
If you want to reduce telemarket-
ing calls
1300 792 958
www.donotcall.gov.au

D&B 
For a copy of your credit report
1300 734 806
www.dnb.com.au

Fair trading/consumer affairs
ACT (02) 6207 3000
NSW 133 220
NT  1800 019 319
QLD 137 468
SA 131 882
TAS 1300 654 499
VIC 1300 558 181
WA 1300 304 054

Financial Counsellors 
1800 007 007
www.financialcounsellingaustralia.
org.au

Financial Ombudsman Service
Financial disputes
free call: 1300 780 808 
www.fos.org.au

Financial Planning 
Association
Listing of financial advisers
Call: 1300 626 393  
www.fpa.asn.au

Human Services
Formerly Centrelink
Families: 136 150 
Pension advice: 132 300  
www.humanservices.gov.au

Legal Aid advice (free)
ACT  1300 654 314
NT 1800 019 343
NSW 1300 888 529
QLD 1300 651 188

SA 1300 366 424
TAS 1300 366 611
VIC 1300 792 387
WA 1300 650 579

My Credit File
For a copy of your credit report
Call: 1300 762 207
www.mycreditfile.com.au

Seniors Card
ACT 02 6282 3777
WA 08 6551 8800
SA 1800 819 961
NT 1800 441 489
NSW 137 788
TAS 1300 135 513
VIC 1300 797 210
QLD 137 468
www.australia.gov.au/content/
seniors-card

Superannuation 
Complaints Tribunal
Super complaints
1300 884 114
www.sct.gov.au

Super Seeker
Track down lost super
132 865 
 www.ato.gov.au/superseeker

Tax Office Super 
infoline
Call: 131 020  
 www.ato.gov.au

Telecommunications
Ombudsman
1800 062 058
www.tio.com.au

Need help?
Contact us
To send a letter to the

editor, write to

Money, GPO Box 4088,
Sydney NSW 2001
or email

money@bauer-media.com.au 

For all inquiries and letters, 

please include name, address 

and phone details. Letters may 

be edited for clarity or space. 

Because of the high number of 

letters received, no personal 

replies are possible.

All about Money 

@moneymagAUS

Follow Money on
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SHARES
Resources 
bounce back

The depressed resources sector 

recovered in the first quarter of 

2016. Fading concerns about a hard 

landing in China pushed commodities 

higher, with the S&P/ASX 300 Metals 

and Mining Index rising by 5.3%. But 

the sector is still down 28% over the 

year to the end of March.

Commodities that rose included zinc 

(13.5%), copper (3.7%) and aluminium 

(0.7%) while nickel (-3.8%) and lead 

(-5.6%) declined. Brent oil rose 8.3% 

to $US38.72 a barrel. Iron ore surged 

in early March to $US63.74 a tonne 

but fell back to $US53.75, to finish the 

quarter up 23.4%. SUSAN HELY

The disruptive nature of
the technology boom has 

transformed outdoor media. 
Everywhere you look, outdoor advertising is 
changing; billboards are now digitalised and 
street furniture is interactive. Revenue of these 
marketing channels grew 24% year-on-year 
to February 2016 and growth is accelerating. 

Growth in out-of-home advertising is perhaps 
the only good news story for the industry.  
Figures for February 2016 show a $15 million 
(5.8%) year-on-year decline in monthly Standard 
Media Index TV advertising spend, painting 
a rather dark picture. As television viewing 
patterns change and the growth of outdoor 
advertising increases, the decline in TV ad 
spend is expected to continue. 

The UBS Australian small cap team sees 
outdoor advertising as a very prospective 
medium- to long-term investment. The team 

has arrived at this conclusion by analysing 
forecast cash flow growth over a two- to six-
year time frame. 

This feature of the UBS investment process 
seeks to capture the compound growth and 
structural change (if either exist), which is 
often undervalued or missed by the market.

The market is often slow to recognise 
structural change but it can be a powerful 
driver of investment performance. Interestingly, 
only a small proportion of traditional TV 
advertising spending needs to be reallocated 
to outdoor advertising to sustain and propel 
significant long-term industry growth. As a 
result, the UBS team has added APN Outdoor 
and Ooh! Media to its portfolio. 

Signs of 
outdoor  
growth

ADVERTISING

Small caps turn the tables

For the first time in four 

years, small-cap shares have 

outperformed the S&P/ASX 

200 Index, according to Lonsec 

research. The S&P/ASX Small 

Ordinaries Index returned 10.2% 

in 2015, compared with the 2.6% 

return of the ASX 200. 

“Finally, after a series of 

negative returns, local small caps 

have turned the market on its 

head,” says Peter Green, Lonsec 

general manager of equities.

Green says small caps have 

been lifted by key high-growth 

consumer shares, outweighing 

the losses from mining and 

materials. “There has been 

very significant price-earnings 

expansion across a number of 

shares, which have benefited 

from the Chinese consumption 

boom. Recent IPOs such as A2 

Milk, Costa Group and Vitaco 

have experienced a lot of growth 

over a short period of time.” 

Lonsec says that, despite the 

supposed higher risk of small 

caps, the Small Ordinaries Index 

had provided better downside 

protection than the S&P/ASX 

200 Index since April 2015 and 

throughout the sell-off earlier this 

year. Green expects sharemarket 

volatility will continue in 2016 but 

a big fall is unlikely. 

“Managing portfolio risk and 

a disciplined approach will be 

essential, especially as investors 

continue to chase growth in a 

low-growth environment. But 

there is no reason why we can’t 

continue to see similar levels of 

outperformance.” SH
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M
ARKETS WERE ALL OVER THE 
place in the first months of 
2016. At times it was quite 
scary. The Australian dollar 

plunged and then rose. Sharemarkets also 
took part in the global bungy jump. Are we 
heading for a midyear repeat performance 
and, if so, what will the triggers be?

The early slide was created by a 
confluence of fears. The US was lifting 
rates, the Chinese were devaluing their 
currency, the North Koreans were 
exploding nuclear devices, the Japanese 
introduced negative interest rates and 
locally we were contemplating broad 
changes to the tax system.

Will we get an encore in May or June?
We can rule out broad changes to the 

tax system. Someone got cold feet. China 
appears content with its currency settings 
and I doubt the North Koreans are ready 
for more nuclear testing. But further rate 
hikes in the US and policy rejigging in 
Japan and Europe cannot be ruled out.

While financial markets generated a lot 
of smoke, the real economy trundled on in 
the first quarter. Apart from the miners, 
company profit reports were mostly 
reasonable. In an economy with historically 
low interest rates, a weaker currency, solid 
population growth, a raft of infrastructure 
projects and, in some states, a booming 
housing sector, corporates were able find 
opportunities to lift their earnings.

Can this continue? Absolutely! Are there 
risks? Of course – but when aren’t there?

The Reserve Bank’s cash rate seems 

Earnings 
steady the 
nerves
Despite jitters over US 
rates and Chinese growth, 
our economy is on track to 
grow, writes Hans Kunnen

likely to remain on hold throughout 2016. 
This should support the equities and 
economic activity. Would a lower cash 
rate really help companies? A decline in 
the cash rate could send a message that 
the economy was in trouble and wallets 
would be drawn shut as fears about rising 
unemployment emerged. Don’t wish for 
zero interest rates – it’s a sign of a desperate 
economy. And we certainly aren’t there.

The biggest risk to markets is how 
investors read developments in the US 
and Chinese economies. Perversely, good 
news on the US economy has led to poor 
market reactions. The short-term view is 
that stronger US economic data means US 
rate hikes are more likely, which in turn 
spooks equity markets. The longer-term 
view tells us that strong data means a 
stronger economy, which will lift earnings 
and equity valuations this year, beginning 
in June. It could cause ructions but, as 
happened in the March quarter, the market 
will realise things aren’t so bad.

China is a little more complex. It is 
transitioning from a dependence on heavy 
industry and manufactured exports 
to domestic consumption and service 
industries. The process is not easy and 
hiccups can be mistaken for trouble. 

Slowing exports, empty factories and 
unoccupied housing estates are not a 
good look. There can be conflict between 
economic reform and short-term measures 
to stimulate economic activity. It is easier to 
build houses and roads than to develop new 
service industries but more of the latter and 
less of the former are needed.

I remain bullish on China. Its living 
standards are rising and there are still 
many more people to lift out of poverty and 
into the middle classes. That in itself is a 
driver of economic growth and provides 
opportunities for companies, not only in 
mining but in food, finance, education, 
health and tourism, to name a few.

In summary, the federal budget is 
unlikely to unsettle markets. Domestic 
interest rates will remain low and the 
Australian dollar is not expected to rise to 
levels that will undo the benefits of the past 
two years. Nor is it expected to collapse 
into the US60¢ range. Speculation will 
continue on the pace of US rate hikes and 
developments in China will sometimes 
confound us – but it remains a major source 
of opportunity. The Australian economy 
is set to grow and the sharemarket should 
grow with it.

Hans Kunnen is chief economist for the
St.George Banking Group and author of
Borrow + Build, a primer on borrowing
to buy shares.



❶ Vita Group 
Vita operates 100 Telstra-

branded retail stores 

and 21 Telstra business 

centres under a master 

licence agreement which

has been extended to 

2020. Earnings per 

share (EPS) have almost 

quadrupled in two years 

and expectations are for 

earnings to grow by at 

least 12% to 2018. The 2016 half-year results, 

however, demonstrate how conservative 

consensus forecasts may be. Earnings before 

interest, tax, depreciation and amortisation 

was up 46% on the previous corresponding 

period and 11% above analyst expectations. A 

dividend of 5.76¢ was 40% higher.  

❷ Reece
Reece is the gold

standard in terms of

quality. Without a dollar

of additional capital over

the past 16 years, this

hot water and plumbing

company increased

profits from $38 million

in 2000 to $166 million.

Since 2000, growth in

total equity has come solely from retained

profits and returns on equity have been 

maintained. EPS of $1.68 in 2015 are forecast 

to grow to $2.17 by 2018. Current demand for 

hot water and bathroom supplies has been 

boosted by record housing construction levels. 

Be aware the share price fell 50% during the 

GFC – so even a gold standard is not immune.

❸ Invocare
Invocare is the No.1

operator of funeral

homes, crematoriums

and cemeteries in

Australia, New Zealand

and Singapore. It has very

appealing business-quality

aspects to it, including

secure long-term revenue

growth drivers and

material barriers to competition. It is likely to

be dominant in many local markets, and have 

opportunities for organic growth in others 

and it serves a market that is not overly price 

sensitive. Invocare has provided outstanding 

investment returns over an extended period. 

Rarely are the shares cheap, so investors would 

be wise to take advantage of weakness.

ALUE.ABLE 
STOCKS

MONEY  MAY 2016 77

Vita Group Share price

SJM15 N J16 M

$3.50

$3.00

$2.50

$2.00

$1.50

Reece Share price

$36

$35

$34

$33

$32

$31

Invocare Share price

SJM15 N J16 M

$14

$13

$12

$11

$10
SJM15 N J16 M

F
ROM CORNER CONVENIENCE 
stores and small cafes to tourism 
and big-box hardware, automotive 
and supermarket chains, there 

are almost 140,000 retail businesses in 
Australia. Collectively they account for 
more than 4% of gross domestic product 
and just over 10% of employment. 

Challenges constantly beset the sector 
and online disruption is but the latest in 
a long line of developments which have 
included the emergence of department 
stores; electronic payments; obligations 
surrounding product safety and warranty; 
and the emergence of global bricks-and-
mortar players. There has also been 
government intervention, regulation and 
oversight – over everything from mergers 
and acquisitions to accounting and pricing.

Retailers operate under a number of 
regulatory regimes – from zoning to 
trading hours and workplace relations – 
which restrict their competitiveness and 
ability to innovate. Investors should be 
aware that – from the removal of import 
tariffs to the past failure to impose GST 
on online offshore purchases (to come 

On the shopping list
Retailers are doing it tough but Roger Montgomery identifies three brighter prospects

SECTOR RETAIL

Roger Montgomery is founder and CIO at the
Montgomery Fund. For his book, Value.Able,
see rogermontgomery.com.

ASX code VTG
Price $3.21

52wk ▲ $3.40 

52wk ▼ $1.55

Mkt cap $490m

Dividend 13¢ (2015)

Dividend yield 3.06%

PE ratio 17.14

■ BUY

ASX code REH
Price $34.49

52wk ▲ $38.01

52wk ▼ $31.50

Mkt cap $3.4b

Dividend 76¢ (2015)

Dividend yield 2.26%

PE ratio 19.97

■ BUY/HOLD

ASX code IVC
Price $11.81

52wk ▲ $13.78

52wk ▼ $10.47

Mkt cap $1.3b

Dividend 37¢ (2015)

Dividend yield 3.21%

PE ratio 23.59

■ HOLD

into effect in July 2017) – legislation and 
regulation has almost always sided with the 
lower consumer prices rather than support 
for local industry. 

As a result, the industry’s share of GDP 
has been declining. Low petrol prices and 
record low interest rates are the two factors 
that retailers cite as most important for 
costs and revenue. So on the positive side of 

the ledger, the current levels of both must be 
a boost. But if interest rates and petrol prices 
are as low as they’re going to get for the 
next few years, one would expect increasing 
headwinds for retailers.
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I
T USED TO BE THAT A 5% DROP IN
a bank stock over a year triggered
widespread trepidation among the
hundreds of thousands of pension-

phase investors. They rely on the banks and
Telstra for income and collect fully franked
dividends in a zero-tax environment so
franking can be claimed back as cash.

But nowadays 5% movements are
commonplace in these massive stocks. In 
March ANZ Banking Group fell 8.62% in 
two days; two weeks before that it rose 
10.35% in three days. It is becoming quite 
apparent that short-term pricing is no 
longer a reflection of fundamentally based, 
research-driven investors making informed 
decisions about stocks over the long term. 
There is something else going on and 
sentiment is taking a much bigger role.

The media, stockbrokers, clients and 
commentators are stuck in the 1980s, 
looking for a fundamental basis for every 
daily share price movement. But obviously 
and rather laughably, the logic behind 
share price movements has become more 
indecipherable and it often doesn’t exist. 

But still we crave it. God forbid we 
don’t understand anything; so instead 
we relentlessly carve some logic for 
everything out of the available information 
that day. It is a human need to explain 
and compartmentalise every share price 
movement lest we concede there is an 
unpredictability to it all – and so look 
dumb. The truth is that we kid ourselves 

in thinking every movement has a motive, 
which it hasn’t, and that no price movement 
is unfathomably random, which it is. 

Financial markets are evermore the 
plaything of high-frequency trading, 
algorithm trading, deep pools, computer-
driven trading, futures arbitrage and 
shorting. We need to accept that most 
of the time short-term price movements 
simply reflect the orders put into the 
market that moment, that day and it is 
futile to speculate on the many different 
influences driving those orders. 

The Australian Securities and 
Investments Commission (ASIC) 
reviewed high-frequency trading and dark 
liquidity in October last year. It noted that 
“there have been enormous advances in 
technology within our markets in recent 
years” and that trading in exchange market 
products has become highly automated 
“with the vast majority of orders generated 
and executed by computer algorithms”. 

ASIC concluded that the 2012 reforms 
it introduced to combat high-frequency 
trading and dark liquidity were “largely 
adequate and effective” and “the current 
levels of high-frequency trading and dark 
liquidity do not appear to be adversely 
affecting the function of these markets or 
their ability to fulfil their role for the real 
economy – for businesses and investors”. 

The slightly good news is that, while 
high-frequency trading in the futures 
market has grown 130% since December 

Marcus Padley is a stockbroker with MTIS 
Pty Ltd and the author of the stockmarket 
newsletter Marcus Today. For a free trial go 
to marcustoday.com.au. 

2013 – making up 21% of the traded volume 
in the S&P/ASX 200 Index futures contract 
(SPI) – in the equities market, the volume of 
high-frequency trading has stabilised. 

On ASIC’s statistics, the number of high-
frequency trading accounts represents 
less than 0.5% of all trading accounts. But 
they represent 31% of all trades, 27% of the 
turnover and 47% of orders placed (many 
are not executed). Interestingly, the 10 
largest high-frequency traders account for 
78% of all high-frequency trading. 

ASIC estimates that high-frequency 
trading translates to a cost of 0.07% to 0.11%  
for other traders and that high-frequency 
traders earned $110 million to $180 million 
in aggregate over the 12 months to March 
31, 2015. There are a few rough edges ASIC 
is still targeting, such as predatory trading 
(trading to exploit others or unfairly induce 
them to trade) but it says these activities 
“are not excessive”.

The bottom line is that the issue of 
high-frequency trading and dark liquidity 
pools, if they are responsible for this new 
volatility, has already been visited by the 
regulator. It is reasonably happy with the 
industry, so they are almost certainly 
here to stay. In other words, get used to it, 
disturbing as it is for some.

Age of little reason
Investors are kidding 
themselves if they think 
every price movement 
can be explained, writes 
Marcus Padley 
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THE 
INVESTIGATOR

N
OT THAT LONG AGO, LOOSE 
change was collected in a jar or 
bucket and periodically taken 
to the bank to deposit. Not that 

the banks were happy about taking time to 
count dozens of coins – it detracted from 
product sale time. 

Now, as with just about every other 
service – booking cabs, flights and holidays, 
paying bills, finding locations, checking the 
weather or a list of bestsellers – there are 
apps on our smartphones that can perform 
these functions with a swipe or a tap.

Now plastic is used for most 
transactions, an app can replace the coin 
jar. Appropriately, it’s called Acorns and 
enables you to save and invest virtual spare 
change automatically – and almost without 
a thought – when you use your plastic 
to buy coffee, muffin, salad, or anything 
else for that matter, by rounding up the 
transaction to the nearest dollar.

HOW DOES IT WORK?
Acorns automatically rounds up the credit 
or debit card transaction, say for $3.55, to 
the nearest dollar, $4, and places that extra 
45¢ into the diversified portfolio you’ve 
selected from the five options designed 
and managed by Acorns. Just $5 is enough 
to start the investment process. The five 
portfolio options, built from exchange 
traded funds (ETFs), are conservative, 
moderate conservative, moderate, 
moderate aggressive and aggressive.

The app designers reckon that 
technology makes it easier for people 
to save and invest, particularly as most 
transactions these days are done with a 
credit or debit card. The app reports the 
investment in real time and you can see 
a history of investment and performance 
in the portfolios through the app on 
the round-up page. You can view each 
transaction and see the total value of each 
round-up and can follow through to the 
market where it will be invested.

Acorns also provides monthly statements 
as a PDF, which can be downloaded 

Coin collection goes virtual

HOW MUCH DOES IT COST?
For balances below $5000 the annual 
account-keeping fee is a flat $15. For 
amounts over $5000, Acorns charges 
0.027% of the balance a year. It is worth 
comparing this to what it would cost to 
go through an online stockbroker for the 
amount you have in mind as an annual 
savings and investment target.

Additional voluntary deposits of any 
amount can be made, either occasionally or 
as a recurring deposit, to boost the balance.

It’s a new product in Australia, having 
been officially launched in February after 
a testing period, so Acorns could not say 
what a typical annual balance would be. 
But within its first month, the average 
balance accumulated was more than $200.

WHAT IS THE EARNINGS RATE?
On the website there is a projection 
calculator for various amounts of 
investment, as well as for the various 
portfolios, but Acorns says the return won’t 
exceed 10%pa. It says that over 10 years 
an investor depositing $100 a month in a 
moderate portfolio is likely to end up with a 
projected value of more than $15,000.

HOW DO I GET STARTED?
You complete an application form, as with 
any other financial product. A product 
disclosure statement is on the Acorns 
website. The information required is your 
legal name, date of birth and address. 
You have the option of providing your 
internet banking details. Alternatively you 
can provide your BSB and bank account 
number and some personal information.

Technically money can be withdrawn at 
any time with a couple of swipes of the app 
wherever there is an internet connection. 
But you need to wait a normal settlement 
period to allow the sale of investments – 
on average, four to seven days.

through the app, as well as a tax statement. 
Acorns assures users that information 
obtained by the app is stored securely 
on a remote server with data encryption. 
Nothing is stored on the device so if the 
phone is stolen or lost, your details are safe.

If something does not gel about your 
balance or you want to switch portfolios, 
Acorns says there is a customer service 
team that can be contacted by phone or via 
a form hosted on the Acorns website.

Anne Lampe has written for The Australian 
Financial Review and The Sydney Morning 
Herald, winning a Walkley award in 1991.

ACORNS INVESTMENT APP

Pros
• It’s a simple and painless way to start 

investing with small amounts of money.

Cons
• Unless you use your card a lot or make 

extra contributions, the portfolio will 

hardly make you rich. While the app itself 

is free, the fees can eat into your savings. 

My call
• If you are a frequent card user, this 

product is worth a go, if only to see how 

much you can save over, say, a year by 

accumulating your virtual spare change 

from each transaction. As you see the 

balance growing, you may be inspired to 

save harder and make extra deposits. 

Your spare change is saved to invest into a share portfolio, writes Anne Lampe
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HUNGRY FOR A 
GOOD STORY

Incredible profits are being made by Australian companies selling food 
to China but the numbers should speak louder than words

IT WAS THE 47TH TIME I’D 
said this in less than three weeks: 
“Tell me the case for a stock you know 
well.” After sifting through more than 
125 applications for two analyst roles 

at Forager Funds Management, almost four 
dozen people had made it to this next step of 
a phone interview.

What followed was typical of more than 
40 of the 47 candidates I had spoken with. 
It was a spiel on a stock with a great story. 
Usually it was a company selling products 
into China, one that’s currently experiencing 
tremendous growth.

After the case had been made, I asked for 
three basic figures from the would-be analyst. 
“Do you know what the company’s current 
valuation is?” He struggled, as almost half the 
candidates before him had.

“Do you know what the revenue and profit 
numbers are?” No idea. I was underwhelmed 
that the vast majority of interviewees could not 
answer these three straightforward questions 
about a stock they were enamoured with.

I’ll share the response of the successful 
candidate in a moment. But first let’s consider 
why so many failed to pass muster.

Human beings are naturally attracted to 
stories, or “narratives” to use the jargon. “Tell 
me a story” is one of the first requests a child 
makes once they’re capable of doing so. The 
need is inbuilt and intuitive.

Narratives help us make sense of a complex 
world. In general, they are useful in our lives. 
But that’s not always the case when it comes to 
the sharemarket. And when a great narrative 
combines with a share price that has soared 

sharply upward, greed kicks in. It’s another 
inherent human instinct which is also a potent 
motivating factor behind short-term share 
price movements (along with its opposite 
number, fear).

The power of narrative combined with greed 
or fear is a formidable combination and can 
lead us into hot water as investors.

Australian stocks making products being 
lapped up by Chinese consumers are in vogue 
today. Their towering share prices reflect 
the fact that they’re hitting two key buttons: 
a powerful narrative and greed. 

The narrative is that China’s 1.4 billion 
consumers are hungry for “clean food” products, 
particularly for their babies. The greed comes 
from the staggering recent share price rises of 
those companies benefitting, such as vitamin 
maker Blackmores (ASX: BKL), baby food 
group Bellamy’s (BAL), Capilano Honey (CZZ) 
and A2 Milk (A2M).

The mirror image is occurring in the resources 
sector, where the narrative is a well-known 

negative one. The previous boom stimulated 
too much supply and commodity prices may 
now remain depressed for some time. Share 
prices have been slammed. Fear abounds.

I’m intrigued by the fact that the current 
“clean food” boom is driven by a narrative 
so close to the now busted resources boom. 
In Rio Tinto’s 2008 annual report, then 
chief executive Tom Albanese wrote that 
“markets are entering the fifth straight year 
of demand strength … We are continuing to 
see a fundamental shift in the global economy 
towards fast and resource-intensive growth 
as countries like China and India continue 
to industrialise, urbanise and expand their 
per capita GDP, and I would expect these 
conditions to continue for some time, perhaps 
for several decades.”

Rio’s CEO underestimated the supply 
response. He felt it would be “held back by 
literally decades of underinvestment in people, 
in exploration and resources, and in mines 
and infrastructure”.

When investors read those words in March 
2008, Rio shares were trading at $100. Less 
than nine months later they had plummeted 
to less than $24. The problem (apart from the 
GFC) was that the boom’s mega profits attracted 
increased global supply much more quickly 
and in larger quantities than expected. That 
led to the current glut in many commodities.

The lesson for investors is that high profits 
tend to sow the seeds of their own undoing. 
It’s in the competitive nature of capitalism. 
When people see fat profits being made, 
they make plans of their own to get in on 
the game. 

The ‘clean food’ 
boom is driven by a 
narrative so close 
to the busted 
resources boom 

STORY GREG HOFFMAN 

STRATEGY
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the kind of stock that interests me. Just take 
a look at its announcement today.”

Southern Cross is a mining services business. 
And, like almost every company in that sector, 
its revenues and profits have been falling. So 
what was our successful candidate attracted 
to? Simply put, its price.

Unlike most of his competitors for the role, 
he knew the relevant numbers and it was 
them – not the poor narrative of the business 
– that had piqued his interest. On the day we 
spoke, Southern Cross’s market valuation 
was $63 million. It had $45 million worth of 
cash in the bank and no debt. Earlier that day, 
management had told investors to expect a 
half-year profit of $3.5 million (it ended up 
being more than $3.7 million). 

For value investors like me, and our successful 
candidate, such numbers create their own 
pleasant story, an investment narrative rather 
than a business one. A good investment narrative 
emerges when there is a clear gap between 
the share price and the true, long-term value.

When it comes to the food export boom, 
today’s great business narrative is clear. The 
case for the investment narrative is more 
clouded. So the next time somebody mentions 
one of these stocks to you as a hot investment 
tip, reply with the three simple questions I 
asked of our candidates at Forager. They may 
lose face if they’re unable to answer them 
but that’s better than you losing your money. 

So what are the chances of something similar 
happening to the darling stocks of today’s 
export boom?

Reasonable, I would say. And certainly 
enough to scare me off at today’s high stock 
prices. We don’t even have to predict exactly 
what might bring these stocks down. We just 
need to understand that high share prices 
require huge amounts of profit growth to 
justify. And anything less than hyper growth 
can cause dramatic share price falls.

How many factors can you think of that 
might go wrong for a “clean food” company 
over the next five years? There’s everything 
from supply disruptions (or contamination) 
to changes in the Chinese policy landscape or 
domestic regulations (Pan Pharmaceuticals was 
a key Blackmores competitor that collapsed 
after action by Australia’s medicine regulator, 
the Therapeutic Goods Administration). Not 
to mention competition from other “clean 
food” producing nations which are no doubt 
eyeing off the juicy profits being made by 
Aussie companies.

These profits are real and impressive. But 
for long-term investors the crucial distinction 
is between a stock’s true value and its current 
price. It’s possible to overpay for a stock with 
a bright future. Likewise, it’s possible that a 
company struggling with challenges today 
might be priced so low that it presents an 
attractive investment opportunity.

Here we come back to the successful applicant 
for one of the roles at Forager. It was January 28 
when we spoke on the phone and he responded 
to this column’s opening sentence this way: 
“Southern Cross Electrical Engineering is 

Greg Hoffman is an independent financial 
educator, commentator and investor. He is 
also non-executive chairman of Forager Funds 
Management.

SHADES OF BOOMS PAST
The performance of Blackmores share price in the 
past fi ve years should remind you of Rio Tinto’s 
before the GFC: another case of undersupply and 
then competitors gearing up production to fl ood 
the market and drive down prices.

BLACKMORES, 2011-16
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SKAFFOLD

FOOD FOR

Reliable brands are
reaping the benefits of
Asian demand

EVERYONE HAS TO
eat, so surely selling food
would be a good business to
be in, wouldn’t it? It’s not as
simple as that but right now

there are positive elements aligning for the
Australian food industry. To our north reside
4 billion hungry mouths and a lot of them are
increasingly prosperous. As more and more
people join Asia’s burgeoning middle classes,
these consumers’ diets are changing and they
have become more discerning about what
they put in their bodies. They are willing to
pay a premium for goods they perceive to be
of higher quality.

ThisispresentingopportunitiesforAustralian
food products in a number of ways. One is
through exporting directly to Asia. Another
is the so-called grey market, where Asians
living in Australia buy up large quantities of
goods and ship them to family and friends (or
small-time business associates) back home.
The third is via tourists. The most visited
shopping destinations by Asian tourist are
supermarketsandthemostpopularpurchases
are milk products.

Thereareabout45food-producingcompanies
listedontheASX,rangingfromCoca-ColaAmatil
– whose market capitalisation is $6.5 billion
and return on equity is about 20% – through
to Franklin River Olive Company – which has
a market capitalisation of $2.3 million and
hasn’t turned a profit once in the past 10 years.
Investors need to be discerning. Only eight
food companies listed on the ASX qualify for
Skaffold’s premium ratings of A1 to B2.

Bellamy’s Australia
Openthepantryatanyhomethathas toddlers
and there is a high likelihood Bellamy’s (ASX:
BAL)productswillfallout:puréedfruitsachets,
snacks, pastas and milk formula. Bellamy
products emphasise their organic virtue

and are convenient to use. Sales grew 150%
in 2015 to $126 million and in the first half of
2016 alone were $106 million. China is a big
market for them, both directly and indirectly
through the grey market. Earnings per share
(EPS) are forecast to almost quadruple in 2016
and then grow by a further 70% in 2017. In
2015 the share price went from $1.70 to $15.48.
The share price has fallen back to about $10
in 2016 and it now has a market capitalisation
of about $1 billion. Management’s challenge is
handling such strong growth. It will need to
ensure the company has sufficient farms to
supply the organically certified ingredients
as well as the facilities for production at scale.

Costa Group
Costa Group Holdings (CGC) listed in August
2015 and the share price has since risen by
about 50%. It grows, packages and markets
fresh fruit and vegetables. It supplies the
majorsupermarketchainsandexports toAsia,

North America and Europe. It owns a lot of
the farmland on which its produce is grown,
as well as wholesale markets and distribution
andlogisticsoperations. It recentlyannounced
a joint venture with US company Driscoll’s
to grow and sell berries in China.

Earnings per share have grown strongly
and are forecast to continue doing so. Since
its listing, debt has been reduced to 32% of
equity. Its prospects look good but there are
risks, including that of adverse weather, as
with most food businesses. As its forecast
price-earnings (PE) ratio for 2016 is 21, the
shares could not be classified as cheap.

Capilano Honey
Capilano Honey (CZZ) has had a very good
run but its latest half-year result contained
mixed messages. The headlines of revenue
and profit growth were attractive – sales to
Asia increased 53%. But other, less attractive
factors were that net debt to equity increased

FREE TRIAL: ✪ Sign up for a 7-day free trial at skaffold.com/money to access future valuations, future price-earnings ratios 
and Skaffold’s A1 – C5 stock ratings for these food producing companies. See how they measure up against other stocks. 
All valuations and data are provided by Skaffold Pty Ltd. Data accurate at April 7, 2016 close of trade. Chris Batchelor is a 
founder and the general manager of Skaffold. 

STORY CHRIS BATCHELOR
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Products that are seen as wholesome 
and natural are in a sweet spot
from 14% to 52%, as the company borrowed 
more funds and the cash flow ratio fell. In fact, 
cash payments to suppliers and employees 
increased so much that they exceeded cash 
income from customers and had to be partially 
funded by the additional debt. As a result, 
the stock’s Skaffold Score fell from A1 to A3.

Bega Cheese
In addition to manufacturing and selling 
cheese, Bega Cheese (BGA) produces other 
dairy products, including infant formula. It is 
a major supplier of infant formula to Bellamy’s 
and is in a joint venture with Blackmores to sell 
infant formula locally and overseas. Given the 
high growth in these markets, Bega’s earnings 
growth is expected to be significant. But its 
return on equity (ROE) remains low and the 
forecast for 2016 is less than 10%.

Food producers face unique challenges. For a 
start, it is difficult to create competitive advantage 
as their products are fairly homogenous. That 
makes brand and reputation very important and 

it is essential that a product’s quality is high.
One reason Australian infant formula is in high 
demand in China is because of contamination 
scandals about locally produced formula. So 
many Chinese want overseas-manufactured 
products and Australia has a strong reputation 
for high standards. 

Right now Australian food processors have 
the benefit of favourable tailwinds, although 
the season could easily change and a frost set 
in. A favourable environment is a big factor in 
success but a company still needs to be well
run and measure up in terms of the quality of 
the financials and the value of the business.

Businesses with strong brands are more likely 
to maintain their advantages with Australian 
and Asian consumers and products that are
perceived as natural and wholesome are in a 
sweet spot. The four companies highlighted 
are all viewed as producers of healthy foods.

Disclosure: Related parties of the author have 
holdings in Bellamy’s Australia.

BELLAMY’S AUSTRALIA
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SEGMENTFUND NAME 5-YR RTN
%pa

1-YEAR
RETURN

SR50 Bal'd (60%-76% growth) Index Median

RANK RANK7-YR RTN
%pa

RANK1 2016
RATING

1Rankings are made on returns to multiple decimal points.

BEST SUPER FUNDS: BALANCED OPTIONS

Cbus Growth (Cbus MySuper)

HOSTPLUS Balanced

UniSuper Accum (1) Balanced

BUSSQ Premium Choice Balanced Growth

CareSuper Balanced

AustralianSuper Balanced

Telstra Super Corp Plus Balanced

Rei Super Trustee Super Balanced

AustSafe Super MySuper (Balanced)

REST Core Strategy

CSC PSSap MySuper Balanced

Equip Corp Balanced Growth

HESTA Core Pool

Intrust Core Super Balanced

Kinetic Super Growth

Energy Super Balanced 

Catholic Super Balanced

Vision SS Balanced Growth

Plum Pre-mixed Moderate

First State Super Diversified
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Graph shows rolling returns for SuperRatings’ SR50 Balanced 
Index median since June 2003
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Your guide to the super data
What they meanAustralians have two main investments – their 

home and their superannuation. Super may not be 

as riveting a topic but it’s just as important for your 

financial security. 

SuperRatings is a totally independent Australian 

superannuation research company. It is the lead-

ing source of superannuation information to the 

Australian media and is renowned for its timely 

commentary and opinions on the various superan-

nuation funds available. Calculators, fund compar-

isons, fund ratings, news and expert opinion can 

be found at www.superratings.com.au.

The data in these tables compares some of 

the most popular super funds. They are a mix of 

industry funds, master trusts and government 

funds. Industry funds are set up by employer asso-

ciations and unions; many are offered publicly, 

some have restricted membership (NP). Master 

trusts (corporate and personal) are set up by 

banking, insurance or financial planning groups. All 

performance figures are after all fees, charges and 

tax applied to the fund have been deducted.

The table here shows performance of funds’ 

balanced options. But most super funds offer many 

other choices of investment mix. 

Returns are as at February 29, 2016.

NP means membership of the fund is restricted.

Pr means performance results are preliminary.

Rank All tables have been ranked by their five-year 

returns. Returns are net of maximum fees. High balanc-

es may qualify for lower fees and thus better returns. 

Rankings for one- and seven-year returns show the per-

formance of the particular fund compared with peers.

SuperRatings rating SuperRatings assesses over 

250 superannuation funds and products. The best 

super fund manager award is given to the fund that 

provides the best value for money to members in 

Australia. SuperRatings takes into account risk-ad-

justed investment performance, fees, insurance, ser-

vice delivery, education, financial planning facilities, 

employer support, fund governance and flexibility of 

the options. The judging is mainly quantitative but 

does include qualitative assessment.

Platinum are best value for money funds; Gold 

are good value for money; Silver, reasonable value; 

Bronze are below average in performance and fea-

tures; and Blue are bottom of the ladder.

SUPERRATINGS INDICES: MEDIAN RETURNS

Percentages in brackets indicate proportion of growth assets.

SR25 High Growth (91%-100%) Index

SR50 Growth (77%-90%) Index

SR25 Conservative Bal (41%-59%) Index

SR50 Capital Stable (20%-40%) Index

SR25 Secure (0-19%) Index

SR25 Property Index

1-year return 3-year returns 5-year returns 7-year returnsIndice

-3.6%

1.4%

-5.8%

5.5%

0.3%

-1.2%

7.8%

7.9%

5.8%

4.8%

9.7%

2.8%

7.0%

7.2%

5.8%

5.4%

3.4%

8.9%

7.7%

6.5%

3.8%

10.0%

10.2%

9.6%
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SR50 Australian Shares Index Median

TOP 10 INTERNATIONAL SHARES SUPER FUND OPTIONS

SR50 International Shares Index Median

1-YEAR
RETURN

5-YR RTN
%pa

7-YR RTN
%pa

FUND NAME 2016
RATING

TOP 10 DIVERSIFIED FIXED INTEREST SUPER FUND OPTIONS

TOP 10 CASH SUPER FUND OPTIONS

OnePath Integra OnePath Global Shares

Plum International Shares Index

BT Lifetime Super Emp BT International Share

BT Bus Super BT Core Global Shares

UniSuper Accum (1) International Shares

CFS FC Emp CFS Worldwide Leaders

CareSuper Overseas Shares

StatewideSuper International Shares

Plum MLC International Share

AMP FLS AMP International Share

11.8%

11.7%

11.5%

11.4%

11.2%

11.1%

11.0%

10.9%

10.9%

10.8%

9.9%

2.9%

-2.0%

-2.9%

-2.9%

-2.1%

1.6%

-4.1%

-4.3%

-4.3%

-2.3%

-4.3%

Silver

Plat'm

Silver

Silver

Plat'm

Gold

Plat'm

Gold

Plat'm

Silver

1

2

3

4

5

6

7

8

9

10

MT-Corporate

MT-Corporate

MT-Corporate

MT-Corporate

Industry NP

MT-Corporate

Industry

Industry

MT-Corporate

MT-Personal

1

8

14

15

9

2

19

23

25

12

12

21

13

27

3

39

7

35

19

33

SEGMENT RANK RANKRANK

SEGMENT 1-YEAR
RETURN

5-YR RTN
%pa

RANK RANK7-YR RTN
%pa

FUND NAME RANK 2016
RATING

HOSTPLUS Diversified Fixed Interest

StatewideSuper Diversified Bonds

AustralianSuper Diversified Fixed Interest

RBF RBF Fixed Interest

CareSuper Fixed Interest

Aon MT Corp Ess Fixed Interest Diversified

HESTA Global Bonds

Equip Corp Fixed Interest

Mercer Super Trust Mercer Fixed Interest

AustSafe Super Fixed Interest

Industry

Industry

Industry

Government

Industry

MT Corporate

Industry

Industry

MT Corporate

Industry

5.0%

0.2%

1.4%

0.3%

1.4%

1.2%

3.1%

1.2%

1.5%

0.3%

1.3%

7.5%

6.9%

6.8%

6.8%

6.3%

6.1%

6.0%

6.0%

6.0%

5.9%

5.5%

1

13

5

4

6

8

12

15

10

2

7.8%

6.1%

7.1%

7.4%

6.8%

6.6%

6.2%

5.7%

6.4%

7.6%

6.1%

Plat'm

Gold

Plat'm

Plat'm

Plat'm

Plat'm

Plat'm

Plat'm

Plat'm

Gold

1

2

3

4

5

6

7

8

9

10

1

23

1 1

21

12

14

2

15

9

22

SEGMENT 1-YEAR
RETURN

5-YR RTN
%pa

RANK RANK7-YR RTN
%pa

FUND NAME RANK 2016
RATING

1-YEAR
RETURN

5-YR RTN
%pa

7-YR RTN
%pa

FUND NAME 2016
RATING

Intrust Core Super Cash

MAP Cash

RBF RBF Cash

Vision SS Cash

Aust Catholic Super & Ret Cash & Term Deposit

Sunsuper for Life Cash

legalsuper Cash

NGS Super Cash & Term Deposits

Christian Super Ethical Cash

Catholic Super Cash

SR50 Cash Index

2.3%

2.0%

2.3%

2.3%

2.1%

2.3%

1.9%

2.3%

2.1%

2.3%

2.0%

3.5%

3.5%

3.5%

3.4%

3.4%

3.3%

3.3%

3.3%

3.3%

3.2%

2.9%

3.3%

4.1%

3.5%

3.7%

3.6%

3.5%

3.5%

3.5%

3.4%

3.4%

3.1%

Plat'm

Silver

Plat'm

Plat'm

Plat'm

Plat'm

Gold

Plat'm

Gold

Plat'm

SEGMENT RANK RANKRANK

1

2

3

4

5

6

7

8

9

10

Industry

MT Corporate 

Government 

Industry

Industry 

Industry

Industry

Industry

Industry 

Industry 

16

1

7

2

3

4

6

8

9

1 1

3

24

4

1

15

2

29

5

13

6

TOP 10 AUSTRALIAN SHARES SUPER FUND OPTIONS

1

2

3

4

5

6

7

8

9

10

MT Personal

MT Corporate

Industry

Industry

Industry

Industry

MT Personal

Industry

Industry

Industry

-10.4%

-13.4%

-6.9%

-9.0%

-6.7%

-6.5%

-10.9%

-5.8%

-8.4%

-7.4%

-10.4%

1

10

4

5

19

2

6

13

12

32

12.9%

11.2%

12.0%

11.9%

10.4%

12.7%

11.9%

11.0%

11.2%

9.9%

10.3%

Silver

Gold

Plat'm

Plat'm

Gold

Plat'm

Silver

Plat'm

Plat'm

Gold

24

47

4

14

3

2

32

1

9

6

Perpetual WealthFocus Industrial Share 

MLC MKey MLC IncomeBuilder

HOSTPLUS Australian Shares

REST Australian Shares

StatewideSuper Australian Shares

Catholic Super Australian Shares

Perpetual WealthFocus Australian Share 

Intrust Core Super Australian Shares

AustralianSuper Australian Shares

legalsuper Australian Shares

SR25 Diversified Fixed Interest Index

9.2%

8.0%

6.8%

6.8%

6.7%

6.4%

6.4%

6.3%

6.1%

6.0%

5.2%

11.5%

10.5%

11.4%

10.1%

13.0%

8.6%

12.6%

9.6%

10.7%

9.6%

10.3%

ROLLING MEDIAN RETURNS

ROLLING MEDIAN RETURNS

ROLLING MEDIAN RETURNS

ROLLING MEDIAN RETURNS

60%

40%

20%

0%

-20%

-40%

Australian share options

Graph shows the rolling returns for SuperRatings’ SR50
Australian Shares Index median since June 2003

40%

30%

20%

10%

0%

-10%

-20%

-30%

International share options

Graph shows the rolling returns for SuperRatings’ SR50
International Shares Index median since June 2003

10%

8%

6%

4%

2%

0%

Diversified fixed interest options

Graph shows the rolling returns for SuperRatings’ SR25
Diversified Fixed Interest Index median since June 2003

03 0904 05 06 07 08

ROLLING 1 YEAR ROLLING 5 YEAR

ROLLING 1 YEAR ROLLING 5 YEAR

ROLLING 1 YEAR ROLLING 5 YEAR

10

03 0904 05 06 07 08 10

03 0904 05 06 07 08 10

6%

5%

4%

3%

2%

1%

Cash options

Graph shows the rolling returns for SuperRatings’ SR50 
Cash Index median since June 2003

ROLLING 1 YEAR ROLLING 5 YEAR

03 0904 05 06 07 08 10

11

11

11

11

12
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13 14
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INVESTING

ASSET ALLOCATION
Advance Balanced Multi-Blend Wholesale

Listed property
10.39%

Aust fixed interest 7.80%

Australian
equities

International
equities

27.70%

25.38%14.52%

14.22%

International
fixed interest

Other

TOP 5 STOCKHOLDINGS

Short Positions

Tencent Holdings

LM Ericsson Telephone Co B

Samsung Electronics Co

AstraZeneca

INTERNATIONAL SHARE FUND:
Platinum International

HOLDING

6.54%

2.52%

2.42%

2.37%

2.24%

Commonwealth Bank of Australia

Westpac Banking Corp

Suncorp Group Ltd

Sydney Airport

Domino's Pizza Enterprises

AUSTRALIAN SHARE FUND:
Fidelity Australian Equities

11.22%

6.63%

5.70%

5.40%

4.79%

HOLDING

TOP 5 RETAIL AUSTRALIAN SHARE FUNDS BY SIZE

Fidelity Australian Equities

Perpetual Wholesale Industrial

Schroder Ws Australian Equity

Ausbil Australian Active Equity

Perpetual Wholesale Australian

✗

✓

✗

✗

✓

0.85%

0.99%

0.92%

0.90%

0.99%

MER/ICR
%pa

$25,000

$25,000

$25,000

$20,000

$25,000

MINIMUM
INVESTMENT

$4584m

$2283m

$1980m

$1755m

$1468m

SIZEFUND NAME REG SAV
PLAN

STAR
RATING

★★★★★

★★★★

★★★

★★★★

★★★★

TOP 5 RETAIL INTERNATIONAL SHARE FUNDS BY SIZE

Platinum International

Magellan Global

Orbis Global Equity Fund Retail Class

IFP Global Franchise

Walter Scott Global Equity

FUND NAME

FID0008AU

PER0046AU

SCH0101AU

AAP0103AU

PER0049AU

APIR

1.54%

1.77%

NAv

1.38%

1.28%

MER/ICR
%pa

$20,000

$20,000

$10,000

$20,000

$20,000

MINIMUM
INVESTMENT

$10,617m

$7753m

$5620m

$1893m

$1881m

SIZE STAR
RATING

★★★★

★★★★★

NAv

★★★★★

★★★★

PLA0002AU

MGE0001AU

ETL0463AU

MAQ0404AU

MAQ0410AU

APIR

TOP 5 RETAIL MULTI-SECTOR FUNDS BY SIZE

Advance Balanced Multi-Blend Ws

Advance Growth Multi-Blend Ws

North Index Balanced

Advance Moderate Multi-Blend Ws

IOOF MultiMix Balanced Growth Trust

FUND NAME

0.80%

0.94%

0.45%

0.76%

1.05%

MER/ICR
%pa

$5000

$5000

$100

$5000

$25,000

MINIMUM
INVESTMENT

$3077m

$2412m

$2008m

$1882m

$1607m

SIZE STAR
RATING

★★★

★★★

★★★★

★★★

★★★★

ADV0050AU

ADV0085AU

NMM0113AU

ADV0091AU

IOF0093AU

APIR

✓

✓

✓

✗

✗

REG SAV
PLAN

✓

✓

✗

✓

✗

REG SAV
PLAN

1-YEAR
RETURN

5-YEAR
RETURN

1-YEAR
RETURN

5-YEAR
RETURN

1-YEAR
RETURN

5-YEAR
RETURN

-5.10%

0.57%

NAv

5.86%

0.19%

10.42%

19.29%

NAv

18.43%

13.47%

-3.92%

-4.94%

-2.73%

-2.62%

-1.78%

5.86%

5.98%

8.10%

5.29%

7.84%

-6.45%

-8.92%

-14.75%

-9.23%

-7.14%

8.37%

10.78%

4.56%

6.00%

7.32%

TOP 5 STOCKHOLDINGS

Your guide to the managed funds data
Professionally managed investment funds can be 

the way to go if you don’t have the time or expertise 

to manage your own investments. For a fee, the 

professionals do the work for you. 

Morningstar (www.morningstar.com.au), a leading 

global provider of investment research, supplies our 

managed funds data. There were more than 6000 

funds on offer when Morningstar launched its star 

rating system to help investors to initially identify 

quality funds. The ratings are not for predicting 

future performance. Funds less than three years old 

are not rated and funds smaller than $10 million and 

with a minimum investment of more than $25,000 

have been filtered out. Morningstar relies on the 

fund managers to supply data monthly; if updates 

have not been provided, a fund may be omitted.

Here you’ll find information on several asset 

classes – Australian equities, international equities 

and multisector funds (sometimes called balanced 

funds). For multisector funds we show the asset 

allocation for selected funds. Returns are as at 

March 31, 2016, and other data is correct as at 

March 31, 2016. For any enquiries about the funds 

tables, you can contact Morningstar on 1800 034 

455 or help.au@morningstar.com.

APIR Identification number of the fund. They are 

voluntary and not all fund managers elect to have 

APIR codes assigned to their funds.

MER/ICR The management expense ratio is the 

annual management fee paid to the fund manager. 

The investment cost ratio is a new calculation of 

this fee, recommended by ASIC and IFSA, and 

includes an additional performance fee based on 

the one levied the year before. Fees are a percent-

age of your investment. 

Returns The returns published are net (after) 

the annual management fee but do not take into 

account any transaction (entry/exit) fees an inves-

tor may have to pay.  The returns are before tax. 

Entry fees Entry fees are levied on most managed 

funds. The amount varies between fund managers 

and depends on the fund’s asset class. International 

funds generally attract the highest entry fees – up 

to 6% of the amount invested. You can avoid most 

entry fees by going through a discount broker. If 

you are using the services of a financial adviser, try 

to negotiate a discount. If you go directly to a fund 

manager you’ll usually be charged the full entry fee. 

Nil-entry-fee options are often available but higher 

management expense ratios usually apply.

Star rating Morningstar calculates and publishes 

star ratings for over 7000 funds monthly using the 

latest fund performance data. For a Morningstar 

star rating, a fund must be at least three years old.  

★★★★★ very good performer   ★★★★ good 

performer ★★★ average performer ★★ poor 

performer ★ very poor performer

NAp Not applicable   NAv Not available 

Disclaimer: © Morningstar, Inc. All rights reserved. Neither Morn-

ingstar, 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. Any general 

advice has been prepared by Morningstar Australasia Pty Ltd (ABN: 

95 090 665 544, AFSL: 240892), a subsidiary of Morningstar, Inc., 

without reference to your objectives, financial situation or needs. 

Refer to our Financial Services Guide (FSG) for more information 

at www.morningstar.com.au/s/fsg.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. 

Our publications, ratings and products should be viewed as an 

additional investment resource, not as your sole source of infor-

mation. The Morningstar Rating is an assessment of a fund’s past 

performance – based on both return and risk – which shows how 

similar investments compare with their competitors. A high rating 

alone is insufficient basis for an investment decision. Past perfor-

mance does not necessarily indicate a financial product’s future 

performance. To obtain advice tailored to your situation, contact a 

professional financial adviser.
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ASSET ALLOCATION
Perpetual Wholesale Split Growth

International
equitiesCash 5.62%

Australian
equities

70.42%

22.47%Listed 
property
1.49%

TOP 5 STOCKHOLDINGS
INTERNATIONAL SHARE FUND: 
Magellan Global

HOLDING

TOP 5 STOCKHOLDINGS
AUSTRALIAN SHARE FUND: 
Sandhurst BMF Industrial Share

HOLDING

Westpac Banking Corp

Commonwealth Bank of Australia

National Australia Bank 

Telstra Corp

CSL

Microsoft Corp

Visa Inc Class A

Intel Corp

Lowe's Companies 

PayPal Holdings 

11.29%

8.69%

7.71%

4.86%

3.96%

6.82%

4.96%

4.76%

4.67%

4.25%

TOP 5 RETAIL INTERNATIONAL SHARE FUNDS BY 5-YEAR PERFORMANCE  
MER/ICR

%pa
START
DATE

5-YR RTN
%pa

SIZE1-YEAR
RETURN

STAR
RATING

TOP 5 RETAIL AUSTRALIAN SHARE FUNDS BY 5-YEAR PERFORMANCE  

0.24%

-0.88%

-8.80%

-2.94%

-5.88%

1.18%

2.28%

0.60%

1.57%

2.07%

MER/ICR
%pa

3-May-02

10-Nov-08

6-Sep-05

14-Mar-03

1-Dec-99

START
DATE

14.15%

12.90%

11.96%

11.83%

11.27%

5-YR RTN
%pa

$1004m

$29m

$205m

$980m

$298m

SIZE1-YEAR
RETURN

STAR
RATING

★★★★★

★★★★★

★★★★

★★★★★

★★★★

PER0116AU

PER0491AU

PPL0002AU

PER0072AU

STL0100AU

APIR

APIR

TOP 5 RETAIL MULTI-SECTOR FUNDS BY 5-YEAR PERFORMANCE 

-6.20%

-7.10%

-7.04%

1.27%

-3.69%

1.16%

2.13%

1.56%

NAv

2.20%

MER/ICR
%pa

START
DATE

11.44%

10.29%

10.14%

9.86%

9.33%

5-YR RTN
%pa

$26m

$14m

$199m

$96m

$134m

SIZE1-YEAR
RETURN

STAR
RATING

★★★★★

★★★★★

★★★★

★★★★★

★★★★

PER0066AU

PER0496AU

BTA0012AU

FPS0014AU

AUG0004AU

APIR

MGE0001AU

FSF1198AU

MAQ0404AU

FSF0798AU

FSF0788AU

1.77%

1.59%

1.38%

1.21%

1.29%

0.57%

0.29%

5.86%

-9.21%

0.21%

29-Jun-07

11-Apr-11

17-Nov-04

24-Feb-06

20-Jan-06

19.29%

18.65%

18.43%

17.16%

17.09%

$7753m

$201m

$1893m

$15m

$21m

★★★★★

★★★★★

★★★★★

★★★★

★★★★★

17-Mar-99

10-Nov-08

12-Mar-84

1-Dec-08

1-Sep-97

FUND NAME

Perpetual Wholesale Ethical SRI

Perpetual WFIA-Perpetual Ethical SRI

Antares Prof Dividend Builder

Perpetual Ws Share Plus L/S

Sandhurst BMF Industrial Share

FUND NAME

Perpetual Ws Split Growth

Perpetual WFIA-Perpetual Split Growth

BT Class Inv Split Growth

Fiducian Ultra Growth

Australian Ethical Diversified Shares

Magellan Global

CFS FC Magellan Ws Global Share

IFP Global Franchise

CFS FC Inv Ws PM Capital Global Cos

Acadian Wholesale Global Eqty Long Short

FUND NAME

$16,000$14,000 $20,000$18,000$12,000$10,000

$10,000 invested in March 2011 to March 2016

Equities

Property

Small Companies

Multi-sector

International Equities

Cash

Australian Fixed Interest

Mortgage

International Fixed Interest

The bar chart shows the five-year growth of 
$10,000 invested in different asset classes at 
the end of March 2011 until the end of March 
2016. The property funds sector is showing 
the positive impact of managers becoming 
more conservative after the GFC and reducing 
debt. The strength of the international equity 
sector has come off a little is partly because 
of the increase in the Australian dollar. 
$10,000 invested in the average-performing 
international share fund would have grown to 
$17,442 over the five-year period.

VALUE OF $10,000 BY ASSET CLASS

+$7442

+$1349

+$1543

+$3202

+$3841

+$3440

+$2786

+$3392

+$9682

$14,000

$13,000

$12,000

$11,000

$10,000

$10,000 invested in March 2011 to March 2016

GROWTH OF $10,000 IN INCOME CLASSES

Mar 11 Mar 12 Mar 13 Mar 14 Mar 15 Mar 16

$20,000

$18,000

$16,000

$14,000

$12,000

$10,000

$8000

$10,000 invested in March 2011 to March 2016

GROWTH OF $10,000 IN GROWTH ASSET CLASSES

Mar 11 Mar 12 Mar 13 Mar 14 Mar 15 Mar 16

Equity trusts
Property trusts

Small companies trusts
Multi-sector trusts

Int’l equity trusts Cash
Australian fixed interest

Mortgage
International fixed interest
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REITS

GEOGRAPHICAL ALLOCATION
Lazard Global Listed Infrastructure Fund (Hedged)

SOURCE: SQM RESEARCHAt Dec 30, 2015

Europe ex UK

UK
3.7%

North AmericaAustralia

55.0%

11.8% 23.8%

Japan
2.6%

May not add to 100% due to rounding

SECTOR ALLOCATION
Legg Mason Property Securities Trust

SOURCE: SQM RESEARCHAt Dec 30, 2015

May not add to 100%
due to rounding

Retail

Industrial 4.7%

Residential 4.4%

Other 3.7%

70.1%

Commercial

16.1%

TOP 5 STOCK HOLDINGS
Resolution Capital 
Global Property Securities Fund

Simon Property Group

AvalonBay Communities Inc

Equity Residential

General Growth Properties Inc

Mitsubishi Estate Co

PORTFOLIO

8.9%

5.2%

5.1%

4.5%

4.3%

GLOBAL PROPERTY SECURITIES FUNDS BY 5-YEAR PERFORMANCE
FUND NAME

Dimensional Global Real Estate Trust

Resolution Capital Global Property Sec Fund

Principal Global Property Securities Fund

UBS Global Property Securities Fund

BT Wholesale Global Property Securities Fund

0.42%

0.80%

1.00%

0.95%

0.95%

16.61%

13.72%

13.25%

11.90%

11.74%

12.66%

7.07%

5.25%

5.40%

1.01%

Oct 2007

Sep 2008

Feb 2007

Sep 2005

Jul 2004

NR

4.25

4.00

NR

4.50

DFA0005AU

WHT0015AU

PGI0002AU

UBS0008AU

RFA0051AU

GLOBAL INFRASTRUCTURE FUNDS BY 5-YEAR PERFORMANCE
FUND NAME

Legg Mason Real Income Fund

Lazard Global Listed Infrastructure Fund (Hgd)

Magellan Infrastructure Fund (Hedged)

RARE Infrastructure Value Fund (Hedged)

Macquarie Intl Infrastructure Securities Fund

18.82%

17.63%

15.30%

10.79%

10.71%

14.29%

12.66%

10.60%

-0.35%

-3.37%

SSB0026AU

LAZ0014AU

MGE0002AU

TGP0008AU

MAQ0432AU

DOMESTIC PROPERTY SECURITIES FUNDS BY 5-YEAR PERFORMANCE
FUND NAME MER/

ICR

Legg Mason Property Securities Trust

EQT SGH Wholesale Property Income Fund

APN A-REIT Fund

Principal Property Securities Fund

BT Wholesale Property Securities Fund

5-YR RTN
(%PA)

1-YR RTNSTART
DATE

APIR

0.74%

0.95%

0.85%

0.80%

0.65%

17.9%

17.1%

15.6%

15.0%

15.0%

12.0%

14.4%

14.6%

14.1%

13.2%

$166m

$446m

$1011m

$5m

$349m

Jan 1995

Nov 2005

Jan 2009

Apr 2003

Nov 1997

SSB0128AU

ETL0119AU

APN0008AU

PRE0001AU

BTA0061AU

SIZE SQM
RATING

NR

4.50

4.25

3.75

4.50

MER/
ICR

5-YR RTN
(%PA)

1-YR RTNAPIR SIZE SQM
RATING

0.75%

0.98%

1.06%

1.03%

1.06%

NR

NR

4.25

4.25

NR

$261m

$1047m

$849m

$1124m

$416m

Dec 2010

Oct 2005

Jul 2007

Nov 2006

Sep 2005

START
DATE

MER/
ICR

5-YR RTN
(%PA)

1-YR RTNAPIR SIZE SQM
RATING

START
DATE

$325m

$430m

$309m

$52m

$212m

SQM Research is one of Australia’s most 

respected property research companies 

which specialises in providing accurate 

property-related information, ratings and 

forecasts covering residential property and 

real estate related managed funds.

Funds data Supplied by SQM Research. 

Performance data as at February 29, 2016. 

SQM ratings SQM has been an official 

rater of managed investment schemes since 

2007 and, while perhaps better known for 

its residential property research, SQM’s 

ratings sector is a core and integral part of 

its business. Here is what they mean: 4.5+ 

stars, outstanding; 4 stars to 4.25 stars, 

superior; 3.75 stars, good; 3.5 stars, average; 

3.25 stars, caution required; 3 stars, strong 

caution required; below 3 stars, avoid or 

redeem. NR means the fund is not rated.

Disclaimer: SQM Research is an investment research fi rm that under-

takes research on investment products exclusively for its wholesale cli-

ents, utilising a proprietary review and star rating system. Information 

contained in these tables attributable to SQM Research must not be 

used to make an investment decision. The SQM Research rating is valid 

at the time of publication, however it may change at any time. While 

the information contained in the rating is believed to be reliable, its 

completeness and accuracy is not guaranteed. The SQM Research star 

rating system is of a general nature and does not take into account the 

particular circumstances or needs of any specifi c person. Only licensed 

fi nancial advisers may use the SQM Research star rating system in 

determining whether an investment is appropriate to a person’s partic-

ular circumstances or needs. You should read the product disclosure 

statement and consult a licensed fi nancial adviser before making an 

investment decision in relation to these investment products.

Your guide to the real estate investment trust (REIT) data

SOURCE: BLOOMBERG, SQM RESEARCH

As at February 29, 2016

3 months 6 months 1 year 3 years 5 years

16%

12%

8%

4%

0%

-4%

-8%

-12%

-16%

SOURCE: BLOOMBERG, SQM RESEARCH

80%

60%

40%

20%

0%

-20%

-40%

-60%

Total return, as at February 29, 2016

S&P/ASX 300 A-REIT

2007200520032001 2009 2011 2013 2015

S&P/ASX 300Healthcare Resources

A-REIT

Financials

Consumer staples

8.0%

-4.6%

9.7%

-3.8%

6.6%

-13.5%

14.3%

2.9%

14.8%

4.6%Utilities

TOTAL RETURNSS&P/ASX 300 SECTOR INDICES
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Sydney

Melbourne

Brisbane

Perth

Adelaide

Darwin

Hobart

Canberra

SOURCE: SQM RESEARCH

5.0%3.0% 4.0%2.0%1.0%0.0%
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SOURCE: SQM RESEARCH
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Feb 2014
Feb 2015
Feb 2016

Houses Units

Feb 2014
Feb 2015
Feb 2016

Jan 2014
Jan 2015
Jan 2016

SQM’s house index is based entirely on freestanding houses and terraces; other indices normally include townhouses as part of houses and are lower. SQM puts townhouses, villas,
duplexes into units, hence the unit median index is higher than others. SQM also incorporates asking prices in its index for an update less weighted to lagging Valuer General data.

Feb 2014
Feb 2015
Feb 2016

VACANCY RATES TOTAL STOCK ON MARKET FOR SALE HOUSES & UNITS

MEDIAN HOUSE PRICES MEDIAN UNIT PRICES

Max
lump sum
repayment

RateInstitution

LOW-RATE HOME LOANS

ProductInstitution Rate AAPR 3 payment
options1

Lump sum
repayments

Redraw Upfront
costs

IO
available2

1Weekly, fortnightly and monthly. 2Interest-only payments. Ranked by rate, then alphabetically. Penalty can apply for
exceeding repayment limit. Fees vary.

Ranked by AAPR (3 dec pl), then alphabetically. No loan listed has a penalty for exceeding repayment limits or an ongoing fee.

THREE-YEAR FIXED HOME LOANS

Reduce Home Loans

Reduce Home Loans

Reduce Home Loans

Mortgage HOUSE

Homestar Finance

Pacific Mortgage Grp

Homestar Finance

Freedom Lend

Mortgage HOUSE

UBank

Beyond Bank

Click Loans

Click Loans

Rate Buster Offset FF 70%

Rate Buster Offset FF 80%

Rate Buster Offset Fee Free

Pure and Simple 40

Basic Refinance

Variable

Owner-Occupied Property

Freedom Variable PI

Pure and Simple 50

Value Offer 20% Dep Min

Low Rate Special

The OnlineHL to $499k 70%

The Online Offset HL 70%

3.83%

3.86%

3.88%

3.89%

3.89%

3.95%

3.97%

3.98%

3.99%

3.99%

3.99%

4.00%

4.00%

3.85%

3.88%

3.90%

3.89%

3.86%

3.95%

3.94%

3.98%

3.99%

3.99%

3.99%

3.98%

3.98%

$1150

$1150

$1150

none

$633

none

$633

none

none

none

none

$440

$440

✗

✗

✗

✓

✓

✓

✓

✓

✓

✓

✓

✗

✓

✓

✓

✓

✓

✓

✓

✓

✓

✓

✓

✓

✓

✓

✗

✗

✓

✗

✗

✓

✗

✗

✗

✗

✗

✓

✗

✓

✓

✓

✓

✓

✓

✓

✓

✓

✓

✓

✓

✓

Catalyst Money

Illawarra CU NSW

SCU

AMO Group

Auswide Bank

BOQ

Freedom Lend

Teachers Mutual Bank

UBank

UniBank

iMortgage

Bank of Melbourne

BankSA

IMB

3.89%

3.89%

3.95%

3.99%

3.99%

3.99%

3.99%

3.99%

3.99%

3.99%

4.04%

4.05%

4.05%

4.05%

15%

15%

No maximum

$20,000

No maximum

$5000

$5000

NAv

$20,000

NAv

No max

$10,000

$10,000

12m payt

REAL ESTATE

This month the data supplied is for the 

cheapest home loans available. It is important 

to be aware that the cheapest loan is not 

always the best loan for you. Low-rate home 

loans generally offer fewer features and less 

flexibility than premium loans. And be sure 

to work out the features you need before 

you shop because features such as offset or 

redraw can save you thousands on interest. 

Home loan data Supplied by Canstar, 

correct as at April 13, 2016. 

AAPR The annualised average percentage 

rate: Interest rates and fees are incorporated 

for easy comparisons among loans. 

The AAPRs are for a $250,000 loan over 

25 years. 

House and unit price chart The quarterly 

capital city median house and unit prices 

are compared with the median prices in the 

same quarter a year earlier and two years 

earlier. Similarly the capital city residential 

vacancy rates and stock levels are compared 

over three years. Supplied by SQM Research. 

Information is correct as at February, 2016.

Your guide to the real estate data
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READER OFFER

Try installing a large mirror to add depth. 
Bright lights will also help to illuminate the 
potential of the room. 

2INVEST IN FEATURE FIXTURES
If you’ve got the space, you could opt 

for a “his” and “hers” vanity. There’s noth-
ing more frustrating than waiting for the 
bathroom because it’s occupied. With a 
twin vanity, one person can brush their 
teeth while the other blow-dries their hair 
– it’s practical and looks generous. Luxury 
showerheads are also in fashion. Try a twin 
showerhead to spice things up. For peak 
sophistication, you could install a luxury 
free-standing bath – but check the costs 
and space you might have to sacrifice.

3GO FOR DARKER COLOURS
According to the HIA, darker colour 

schemes are in for bathrooms. Dark tiles 
can create a sense of elegance. Grainy or 
stony finishes, such as polished concrete, 
give a hip industrial look. 

4UPDATE THE ACCESSORIES 
If you prefer clean-looking white tiles, 

don’t be afraid to use your accessories to 
add a splash of colour. Accessorising with 
towels is an easy way to refresh the look. 
Invest in some good quality towels to give 
the bathroom a bit of edge. When you get 

sick of the design, just store them in the 
cupboard and put out some fresh ones in a 
different colour. It’s an instant update. 

5DECLUTTER
Minimalist is always best. The less 

you have in your bathroom, the neater and 
cleaner it will appear. If you’re buying a 
new toilet, try one that attaches to the wall. 
Also, a rule of thumb would be to install a 
large cupboard or vanity for storage.

6ADD AMBIENCE
Flowers and indoor plants can add 

freshness and make a bathroom appear 
more welcoming. If you’re using real plants, 
keep in mind the amount of light the room 
gets. Candles can also create ambience, giv-
ing users a more intimate experience. 

YOUR BATHROOM IS 
an unsung hero. A sophisticat-
ed and modern bathroom can 
have a major impact on the 

value of your property. The bathroom is 
one of the most used rooms in your home, 
and is a highly private and intimate space. 
When you’re renovating, the bathroom and 
kitchen are the biggest value adders, so give 
them a bit of preferential treatment. 

If you’re looking for renovation help, 
the Sydney HIA Home Show can provide 
all the resources you need for a top-notch 
result. Thanks to the home show, Money 
readers can buy tickets at half price. They 
cost $20 each at the door but you can get 
them for $10 through our online offer. 
So head to Sydney Showground, Sydney 
Olympic Park between May 26 and 29 to 
see what’s on offer. Make sure you visit the 
Money stand to hear our editor, Effie Zahos, 
speak about renovating for a profit.

On the HIA Home Show website Hoton-
do Homes has provided a few tips for creat-
ing a beautiful bathroom: 

1PLENTY OF OPEN SPACE
A glass door and a window can real-

ly help the bathroom seem more open. 
There’s nothing worse than a tiny, cramped 
space, but if you can’t expand there are a 
few “tricks” for making it appear bigger. 

Go to sydneyhomeshow.com.au

 Click “buy tickets online and save”

 Enter the promo code: moneymag2016

 Continue with payment

How to get this offer

BATHROOM 
BEAUTY

Add value with a fresh, modern look

50%
OFF

 TICKETS TO HOME SHOW






