Investors started 2018 full of hope, with the global economy and financial markets in good shape, but by year's
end they were uncertain and a little anxious about what lay ahead. Markets responded with last minute falls

across all asset classes.

The issues that weighed heavily were the unresolved trade dispute
between the US and China, confusion over Brexit, rising US interest
rates, falling commadity prices and the US government shutdown.
Australians were also distracted by political instability and falling house
prices in Sydney and Melbourne.

With so much uncertainty about, it was easy to lose sight of the solid
progress we've made.

The global economy grew at a steady 3.1 per cent. However, the World
Bank estimates global growth will ease slightly to 3 per cent this year

and 2.9 per cent in 2020 as central banks remove monetary stimulus in
place since the financial crisis.'

The US economy continued its strong recovery, expanding by 3 per cent in
the year to September.

China’s growth slowed to 6.5 per cent, its lowest since 2010, as the trade
dispute with the US began to bite."

Australia enjoyed steady growth of 2.8 per cent in the year to September
after 27 years without recession. Corporate profits are at record levels,
inflation is a tame 1.9 per cent, unemployment fell to 5.1 per cent.
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Consumers remain cautiously upbeat. The Westpac Melbourne Institute
rose a percentage point over the year to 104.4 — anything over 100 is
regarded as optimistic."

The Australian dollar fell 10 per cent in 2018 to finish at US70c, due
largely to US dollar strength and a widening of the gap between local
and US interest rates.

The US Federal Reserve lifted rates four times to 2.5 per cent but
indicated there may be only two more hikes in 2019, not three as
previously forecast, due to the slowing economy. By contrast, Australia’s
cash rate finished the year where it started at 1.5 per cent.

At the other end of the yield curve, US 10-year government bond yields
were barely changed at 2.7 per cent, reflecting market fears of economic
slowdown. Yields on Australian 10-year bonds eased to 2.3 per cent.”

The lower dollar is good news for our exporters and should soften the
impact of falling commodity prices, caught in the cross-hairs of trade
wars and fears about an economic slowdown.

Iron ore was down 3 per cent while oil, copper, aluminium, zinc and nickel
prices dropped between 16 and 19 per cent. The one bright spot for local
producers was wheat, up almost 20 per cent."
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your dream
retirement?

lanning your dream retirement can be an exciting time.

The chance to travel overseas or around Australia without
having to rush back to work, time to pursue new hobbies, learn
a language or spend time with the grandkids. The possibilities
are endless, but what will it cost?

Shares correction

Working out how much you will need to live the dream, and what you can
afford will come down to a variety of factors. These include whether you own
Property loses steam your home, the value of your superannuation and other investments, the return
you earn on those investments and your spending patterns. You may also have
a younger spouse who will be dependent on income from your investments
after you die.

And that's the big unknown, because none of us know how long we will live.

Plan for a long life

Today's 65-year-olds can expect to live to an average age of 84.6 years for men
and 87.3 for women, or roughly 20 and 22 years respectively in retirement.
That's a long time, and it's only an average. Half will live longer than that,
Looking ahead many into their 90s.

The challenge is to ensure your cash lasts the distance, however long that may
be. You may retire at age 65 but your money needs to keep working to produce
the returns you need to live out your days in the style to which you have
become accustomed.

A good way to begin thinking about your retirement needs and working out a
budget is to visit the ASFA Retirement Standard, where you will find detailed
budgets for different households and living standards.” The budgets are
updated quarterly and assume people own their own home.

Adding up the costs

As at June 2018, the ASFA Retirement Standard calculated that singles aged
around age 65 would need $27,425 a year to live a modest lifestyle while
couples would need $39,442. A comfortable lifestyle would cost $42,953 for
singles and $60,604 for couples. The comfortable budget allows for higher
spending on things such as health, insurances, home improvements, clothing,
eating out, entertainment and travel.

To put this in perspective, the full age pension is currently $23,823.80 a year
for singles and $35,916.40 for couples.™ As you can see, this does not stretch
to ASFA's modest budget, let alone a comfortable lifestyle, especially for
pensioners who are paying rent or still paying off a mortgage on top of

other expenses.
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Of course, everyone's income needs and lifestyle will be different. Some
people may need to spend more on their health, while a contented
gardener and homebody may need less money than a keen global traveller
with a season ticket to opera, theatre or football.

It's also important to recognise that your spending patterns are likely
to change in predictable ways over the course of your retirement,
determined by your health and mobility.

The three stages of retirement

Most people go through three phases of retirement. The timing of each
phase will be different for everyone, but the sequence is the same.

* The active years. Most Australians currently retire by age 65,
although there is a growing trend to maintain some connection to the
workforce on a part-time basis. Either way, in your 60s and 70s you
finally have the flexibility to travel, spend time with the grandkids and
pursue other interests. Expenditure is likely to be high, especially if
overseas travel is high on your bucket list. You may also want to help
your adult children buy their first home.

* Slowing down. At some point the joints get a little creaky and
niggling health problems may emerge. As your mobility and activity
decline so does your spending. Travel is closer to home, you may do
some voluntary work and begin to live a little more frugally. Spending
on health may increase and many will consider downsizing their home.

© The frail years. Most of us hope to remain in our own homes, but

many will spend our final years in residential aged care. This may be
due to increased frailty, a sudden medical event or cognitive decline.
Whatever the reason, spending on health and aged care are likely to
increase significantly during this phase. While government subsidies
may reduce the out-of-pocket costs, having savings will increase your
options and access to high quality care in your own home or an aged
care facility.

Enjoy Spending
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Chart 1: Typical spending during retirement

Seek professional help

Australians are living longer, healthier lives which means many of us
can expect to enjoy almost as many years in retirement as we did in the
workforce. And that requires careful financial planning.

Before you can set financial targets and investment objectives, you need
to work out what your dream retirement might cost.

If you would like help to make your retirement dream a reality,
give us a call.

i https://www.aihw.gov.au/getmedia/7b986857-7b41-4aae-b7ff-eab57eb20f13/20457 . pdf.
aspx?inline=true

i https://www.superannuation.asn.au/resources/retirement-standard

iii https://www.humanservices.gov.au/individuals/services/centrelink/age-pension/eligibility/
payment-rates

moneywise.com.au




Financial Rules to Live By in 2019
A

Financial rule #4: Forge a positive economic
partnership

Financial rule #1: Have an emergency fund

Financial rule #2: Get the right insurance

Financial rule #3: Be smart about debt
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