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Falr winds guide
Investment returns

Investors had plenty to smile about in 2017, despite a world of worries on the geopolitical stage from the Middle East
to North Korea and the South China Sea. The global economy continued its steady improvement and financial markets

produced some excellent returns.

The year began with the inauguration of President Donald Trump, whose
populist policies on issues such as trade and energy have impacted the
global economic agenda. As the year closed the Trump administration’s
corporate tax cuts were approved by Congress, which should boost the
US economy.

The US Federal Reserve lifted its benchmark interest rate three times in
2017 with more expected this year as the economy strengthens. Higher
rates could trim the sails of US equities while putting upward pressure on
global bond rates and the US dollar.

Positive economic growth

The global economy grew steadily throughout 2017 with the US and other
(7 leading industrial nations posting growth of around 2.2 per cent.

China's growth has slowed, but at 6.8 per cent it's still a global
powerhouse and a major customer for Australia’s natural resources,
education and other goods and services.' China now accounts for 36.7 per
cent of Australia’s exports, more than any other country.’

Australia’s economy grew by 2.8 per cent in the year to September,
marking 26 years without a recession. The biggest contributor was
private sector investment as business profits posted their strongest gains
in 15 years. Low interest rates and low inflation of 1.8 per cent remain
supportive for business and consumers. Unemployment fell to 5.4 per
cent, the lowest jobless rate in four years, but sluggish wage growth
remains an issue for the Reserve Bank.™ A jump in consumer confidence
in December to 103.3 on the Westpac Melbourne Institute scale —
anything above 100 is viewed as optimism — was good news for retailers
leading into Christmas." shares have held onto their gains but drifted
sideways in recent months. The S&P 500 index rose about 18 per cent in
the year to June.”

Australian Key Indices as at 31 December 2017

GDP annual growth rate* 2.8%
RBA cash rate 1.5%
Inflation 1.8%
Unemployment 5.4%
Consumer confidence index 103.3

Share Markets (% change) Jan — Dec 2017

Australia ASX 200 +7.0
US S&P 500 +19.4
UK FTSE 100 +7.6
China Shanghai Composite +6.6

Japan Nikkei 225 +19.0

*Year to September 30, 2017 Sources: RBA, Westpac Melbourne Institute, Trading Economics

Mixed signals on financial markets

The Australian dollar finished the year at US78c, up 8.6 per cent due mostly
to strong commodity prices. The dollar firmed despite a lack of movement
on the local interest rate front. The cash rate held steady at 1.5 per cent all
year while interest rates on government 10-year bonds fell from 2.77 per
cent to 2.64 per cent.’ The consensus is that the next interest rate move
will be up although perhaps not until the end of 2018 at the earliest.

~Commodities were a mixed bag. Global oil prices rose 12.5 per cent to
S$60 a barrel in December as OPEC members agreed to extend their
duction restrictions. Iron ore fell 3.3 per cent to US$74 a tonne on lower
demand from China, while coal rose 5.7 per cent to US$100 a tonne."
.
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Shares surprise on the upside

Property cools

Looking ahead

Downsizing

M any Australian retirees find they want a smaller home,
or a home more suited to their empty-nest requirements.
For some Australians, selling the family home can be great
way to release built-up equity to pay for retirement living
expenses or in-home support that will allow them to stay at
home longer.

Although downsizing and contributing to super is an interesting idea,
there are definitely some benefits and dangers — together with a few
unknowns — to consider before taking the plunge.

From 1 July 2018, Australians aged 65 years or older will be able to make
a non-concessional (after-tax) contribution into their super account of

up to $300,000 from the sale proceeds of their family home if they have
owned the property for at least 10 years. The legislated rules indicate
that the property sold must be the person’s home (main residence and be
eligible for the main residence exemption for capital gains tax).

Couples will be able to contribute up to $300,000 each, giving a total
contribution per couple of up to $600,000.

Any super contributions made using the new downsizing rules are in
addition to any voluntary contributions made under the existing non-
concessional (after-tax) contributions cap.

Set out below are 10 important issues to need consider before downsizing
your home, and contributing to your super account.

1. Opportunity to boost super balance

Retirees who have not had the opportunity to save sufficient funds for

a comfortable retirement will be able to use the new downsizing cap to
top up an inadequate super balance. For some people, using the surplus
proceeds from downsizing to make a super contribution may be their first
chance to use the beneficial tax environment of the super system.

2. No ‘work test’ or age limit

The existing ‘work test’ for voluntary contributions made by those
Australians aged 65-74 does not apply to downsizing contributions.
Currently, people in this age group need to prove they worked in gainful
employment for 40 hours within a 30-day period during the year to make a
super contribution

Note: People aged 75 and over who are currently unable to add to their
super account will also be able to make a downsizing contribution,
irespective of whether they worked or not.

3. Retirement phase transfer balance cap
remains in place

Australians making a downsizing contribution into their super account
will still face a $1.6 million transfer balance cap on the amount of
super savings they can move into tax-exempt retirement phase income
streams. If a person has reached their $1.6 million transfer balance cap,
then any downsizing contribution he or she makes will need to remain
in accumulation phase (and will be subject to 15% tax on any earnings
derived from the investments made from that contributions).




- A Super Opportunity

4. Contributions not subject to the $1.6 million Total
Superannuation Balance restriction

Since 1 July 2017, an individual cannot make non-concessional (after-tax)
contributions to a super account if they have a Total Superannuation Balance
of $1.6 million or more. Individuals who have maxed out their opportunity to
make non-concessional contributions to a super account, will still be able to
make a downsizing contribution, as these contributions are exempt from the
new $1.6 million Total Superannuation Balance limit that restricts you from
further non-concessional contributions (from 1 July 2017).

Tip: The exemption applicable for downsizing contributions means that
anyone who has more than $1.6 million in super (in both accumulation and
pension phase), can make a downsizing contribution from 1 July 2018.

5. No requirement to buy a new home

An individual making a downsizing contribution (from the sale of their
principal place of residence) is not required to buy a new home after they sell
their home.

Note: In addition, people selling their home are not required to buy a cheaper
or smaller home after making a downsizing contribution, and conversely, it
may be possible to purchase a larger or more expensive replacement home.

6. You must submit downsizing contribution form

Downsizing contributions will be invested within the super environment,
which means such assets will be able to take advantage of the lower tax
rate levied on investment returns within the super system. Earnings received
on a super balance are only taxed at 15% (or are tax-exempt if rolled into a
retirement income stream), rather than taxed at the person’s normal marginal
tax rate.

Important: Given the tax advantages, it's worth noting that the ATO will be
responsible for administering the scheme. Before accepting contributions
under the downsizing scheme, super funds require verification on behalf of
the ATO that downsizing contributions are from the sale of a family home
owned for more than 10 years. An individual planning to make a downsizing
contribution must provide his or her super fund with the special form before
or at the time of making the downsizing contribution.

Note: Australians who have reached Age Pension age, may already benefit
from lower tax rates due to the effect of the Seniors and Pensioners Tax
Offset.

1. Contributions count toward Age Pension tests

The government has confirmed downsizing contributions will be counted for
the assets and income tests used to determine eligibility for the Age Pension
and DVA benefits. Downsizers will be moving money out of an exempt asset
(their family home), into the non-exempt and assessable environment of their
super fund (see also Point 9).

It's also worth noting that your super balance (including downsizing
contributions), are also used to determine eligibility for residential aged care
and home care services.

Important: Anyone considering taking advantage of the new downsizing
policy should seek professional advice on how it will affect their particular
situation before making any decisions.

8. Transfer and property costs limit surplus capital

The costs involved in selling a family home can be substantial due to
high stamp duty and land taxes, so people considering downsizing should
carefully calculate their impact.

In addition, selling a large home and downsizing to a smaller property does
not always release much excess capital (particularly in a capital city), so
potential downsizers should check they will have sufficient funds left over for
a worthwhile super contribution.

9. Timeframe (90 days) for contributing sale proceeds
into super

The new downsizing law specifies that an individual hoping to take
advantage of this measure must make the downsizing contribution within
90 days of receiving the sale proceeds (typically settlement day) from

their family home before they are prohibited from making a downsizing
contribution. Centrelink rules currently give pensioners who sell their
principal residence a 12-month exemption under the assets test for the Age
Pension, but there is no grace period for this type of super contribution.

Note: You can only take advantage of this measure for one sale, that

is, if you have made downsizing contributions (which can be in multiple
contributions up to $300,000) from a home sale, you cannot use this policy
again at a later date.

10. 90-day timeframe may give opportunity to invest sale
proceeds before contributing

The downsizing policy starts from 1 July 2018. The new laws don't appear
to preclude investing the sale proceeds, or mixing the proceeds with other
money, in the period between settlement and making a super contribution.
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How to protect yourself
from email scams

T 4. Check what they want from you

5. Check what information they're after

1. Check who the email comes from
6. Check for attachments

1. Check the signoff
2. Check the language

3. Check the URL they're directing you to
And finally...
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