News bites

Increasing shortage of
life insurance

Consumers are increasingly ignoring life
insurance in the face of perceived high costs
and the belief that superannuation benefits
will cover future financial obligations,
according to an IBISWorld report.

Many factors have contributed to the
decrease in people taking out life insurance
policies in the past decade including the
reduction in family sizes, lengthening

of life expectancies, a perceived high

cost of insurance and the growth in
superannuation savings.

Life insurance purchased through
superannuation funds accounted for about
90 per cent of industry demand, but

only 20 per cent of what is needed. The
report revealed that underinsurance costs
taxpayers more than $250 million a year

in additional social security payments as
they have to support the beneficiaries of
individuals who were underinsured.

In addition to receiving less cover than

you may want or need, there are other
drawbacks to getting your life insurance
cover soley through your superannuation.
There can be delays in life insurance
benefits being paid and benefits are subject
to more rules limiting who can receive a
payout tax free.

‘Consumers ignoring life insurance’, Money Management,
19 January 2010

Raising a child costs $1 million

With the rising costs of expensive toys,
lessons and technology, the cost of raising a
child has hit the $1 million mark.

Social researcher, Mark McCrindle, whose
research was carried out on 4,500
Australians, says the Federal Government's
estimate of $384,543 to raise a child to

18 is wrong. Once you add the cost of
electronics, private tutoring, sports and
dance classes, for example, and consider
that the average child stays at home until
24, the real cost to an Australian parent is
$1,028,093.

He said the average family had 2.7 children
and, with 30 per cent of primary students
and 40 per cent of high school children

in non-government education, parents
were more prepared than ever to invest in
their children.

“Generation Z, born since 1995, are the
most financially endowed generation of
children ever. Every child has their own

set of everything. We are not in an era of
shared toys or hand-me-downs,” Mark said.

‘Cost of raising children hits $1 million mark as toys become
more expensive’, Herald Sun, 26 November 2009

Retirement savings shortfall

Research commissioned by the Investment
and Financial Services Association (IFSA)
has found that the retirement savings gap
has increased from $452 billion in 2004 to
$695 billion in 2010, which is an increase of
$26,000 per person.!

To have a comfortable lifestyle Australian
couples need an annual budget of $51,437
and singles need $38,408.2

As a result of this shortfall a number of
industry bodies, including IFSA are calling
for the super guarantee to be raised from
9 per cent to 12 per cent.?

“A process of soft compulsion (say, 3 per
cent employee contributions introduced
over a five-year period) together with the
Government co-contribution payments for
low-income earners would go some way to
providing a comfortable retirement for all,”
the report stated.

However IFSA has found that there are
other alternatives to raising the equivalent
of 3 per cent additional super. If you buy
one less coffee a day, go without an album
from iTunes or that weekly lottery ticket you
could almost double your superannuation
by the time you come to retire.

Based on the minimum weekly wage of

$545 a young single just starting out in

the workforce will retire with $291,000.

However if they give up spending just

$16 per week and contribute that money to

their super, their final super balance would

be $525,000.4

1 ‘Retirement worries worse than job losses’, Financial
Standard, 12 November 2009

2 Westpac-ASFA Retirement Standard, September 2009

3 IFSA releases super adequacy report, Monday
Management, 1 February 2010

4 'Forgoing a guilty pleasure or two can help boost your
superannuation’, Herald Sun, 6 February 2010
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The power of volunteering

You've retired after a lifetime of hard work and now it’s time to put your feet up and enjoy a well-earned rest.
Finally you've got the time to travel, develop your interest in hobbies and really enjoy life.

Sounds great in theory — but in practice
many retirees find the shift to retirement
a difficult transition, suddenly faced with
the challenge of filling up days without
the structure of full-time employment.

The answer for an increasing number of
retirees is volunteering. It's an excellent
way of smoothing the transition into
retirement and boosting your own
physical and mental wellbeing. By
volunteering you can tap into your local
community and receive the support and
encouragement that you used to derive
from work, as well as contributing to
those less fortunate.

More than one in three adult Australians,
or 5.4 million people, are estimated to
take part in volunteering.

What are the benefits of
volunteer work?

The essence of volunteering is giving back
to your community or helping people
in developing countries improve their
standard of living. In 2006, Australia’s

army of volunteers provided 713 million
hours of community work — that's an
average of 56 hours per volunteer.

So why do people volunteer? The

most popular reason given during a
recent survey was helping others or

the community (57 per cent). Personal
satisfaction (44 per cent) and doing
something worthwhile (36 per cent) were
also significant motivators.

The most common volunteering activities
are fundraising, preparing and serving
food, teaching or providing information
and administration.

Volunteering has a wider financial benefit
to the Australian economy. The economic
value of volunteer hours contributed to
the not-for-profit sector alone has been
estimated at $14.6 billion for 2006/07.

As well as helping others, volunteering
can be a way of helping yourself. It's
been shown to result in lower rates of
depression, improve physical health and
even lower mortality rates.

Also in this issue Supporting a worthy cause How to manage an inheritance
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Get involved!

Regardless of your range of interests and
skills, there is always an opportunity to
lend a hand in your community or even
further afield.

* Volunteering Australia is a national
service for the recruitment and
deployment of volunteers:
www.volunteeringaustralia.org

* GreatConnections connects mature-
age volunteers who have professional
skills and business experience with
not-for-profit organisations in need
of help:
www.greatconnections.com.au

» Australian Volunteers International
enables Australians to volunteer and
work overseas, in partnership with
people of developing countries:
www.australianvolunteers.com
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How to manage an inheritance

Sick to death of tax?

We often hear about the importance of
having a will to protect our assets and direct
them to the right places, but little effort is
made to educate people about what it means
to be the beneficiary of a deceased estate.

By seeking some professional advice before
or after you inherit, you will be better placed
to manage your inheritance and minimise the
associated tax obligations.

Inheriting a large tax bill

Fortunately there are no death duties in
Australia, so death itself does not attract any
extra tax. However, if you inherit any assets,
such as property (other than the family home),
shares, or other investments, you may be
liable for capital gains tax (CGT) when you

sell them.

Finding out the assets’ purchase prices, or
values, at the date of death will help save
you time and money when you sell them and
come to do your tax. You can also minimise
or avoid CGT by finding out when it would
be most advantageous to sell the assets,
taking into account factors like any capital
losses you may have that year, or favourable
market trends.

Selling the family home

In most circumstances, the family home is
exempt from CGT and the same applies if

you inherit a family home, provided you sell

it within two years. Outside of this period,

you may be assessed on the increase in value
since the date of death at the time of sale, and
therefore be subject to CGT.

Economic outlook

Over the past two years financial markets have experienced wild gyrations as the
world came to grips with the Global Financial Crisis (GFC). As we take our first
steps through 2010 it’s worth looking at the investment landscape to help us
understand what to expect over the next 12 months.

There is no question that Australia has been
what many call the ‘lucky country’. We
avoided recession, maintained a relatively
strong housing and job market and have
already seen a move to more sustainable
short term interest rates in the face of
improved growth prospects.

Expectations are however, for a bumpy ride
through 2010 for investors. The Reserve
Bank of Australia is forecast to increase
interest rates, with a target cash rate of

4 - 4.5 per cent. The S&P/ASX 200 has been
tipped to rise to a target of 5500, and there
are a range of legislative reviews currently
in process.

China appears to remain the critical link
in Australia’s outlook. While economic
data continues to point towards strong
Chinese growth, there is the risk that

China’s government will begin to tighten

policies. But with the cost of importing raw
materials favourable compared to domestic
production, demand should remain robust.

With this domestic strength in mind,
global indicators are mixed, with inflation,
unemployment and legislation dominating
the international financial press.

Inflation or deflation? Inflation rates around
the world have been relatively benign with
deflation (dropping prices) appearing as a

larger risk than inflation over the short term.

If inflation does emerge, maintaining a real
return (inflation adjusted) will be of great
importance to investors and their portfolios.

In the US, unemployment currently sits
at approximately 10 per cent which may
continue to constrain consumer spending

Estate tax and your tax

In the year of the deceased’s death, two tax
returns are required — one for the deceased
person up to the date of death and one for
the estate for the rest of the year. It is worth
getting advice on how to minimise both
your tax and the estate’s. In some situations,
less tax may be payable if the estate sells an
asset and gives you the cash, rather than you
getting the asset and selling it yourself.

Receiving an inheritance is an important life
event which deserves careful planning and
consideration, so it's important to ensure you
get advice from your wealth adviser.

and provide a bleak medium term outlook.
Cutting unemployment is critical to
sustaining the economic recovery when
government stimulus fades.

The outlook for international equity markets
depends on many factors, most importantly,
how the policy stances are ‘'normalised’
around the world. A key question is the
impact of removing government stimulus
on the recovery in financial markets.

All of these indicators can lead to
uncertainty in financial markets, so
focussing on developing an appropriately
diversified portfolio with risk mitigation

is key to navigating through the next 12
months. Your Genesys adviser can discuss
this with you to ensure your future wealth
goals are achieved.



10 tips for a better
bottom line in 2010

The end of the 2009/10 financial year will be here before you know it, so now’s the time to
examine your situation and ensure your finances are as tax effective as possible.

Here are 10 tips that can potentially boost
your financial bottom line.

1 Sacrifice your salary to super

If your marginal tax rate is more than 15 per cent, salary sacrifice
can be a great way to boost your superannuation and pay less tax.
By putting pre-tax salary into super rather than having it taxed at
your marginal rate you may save tax.

2 Offset capital gains

Tax is normally payable on any capital gains. To lessen this
obligation it may be possible to realise investment losses on non-
performing assets through 2009/10. Capital losses from previous
years can also be carried forward.

3 Move assets into a lower tax rate ownership

Consider changing the ownership of assets from a higher to a
lower income tax bracket. For example, if a husband works part
time and his wife earns a higher wage from full-time employment,
it may be tax-effective for assets to be in the husband’s name.

However, be aware that putting this strategy into action can
trigger capital gains tax and other transaction costs.

4 Contribute to your super

Whether you make personal tax deductible (concessional) or post-
tax (non-concessional) contributions, putting money into super can
be very tax effective. This is because earnings on super assets are
taxed at a concessional rate (up to 15 per cent), compared with
earnings on your personal investments, which are taxed at your
marginal tax rate (up to 46.5 per cent).

Personal tax deductible (concessional) contributions

If you are under 50, you can make contributions of up to
$25,000 in the 2009/10 financial year. If you are over 50, you
have until 2011/12 to use a higher annual cap of $50,000 each
year. Concessional contributions include super guarantee (SG)
contributions made by your employer, so be careful to ensure you
don’t go above the caps.

Post-tax (non-concessional) contributions

A cap of $150,000 each financial year applies to these
contributions. This amount can be averaged over a three-
year period to allow for larger contributions to a maximum of
$450,000 if you are under 65.

Penalty rates of tax may apply where you make contributions in
excess of these caps.

5 Contribute to your spouse’s super

You can claim an 18 per cent tax offset on super contributions of
up to $3,000 made on behalf of a low-income or non-working
spouse. To be eligible for the maximum $540 tax offset, your
spouse’s income must not be more than $10,800 per annum, while
a reduced offset is available if your spouse earns less than $13,800.

6 Qualify for a government co-contribution

If your total income is less than $61,920 in 2009/10, you may be
eligible for a super co-contribution from the Federal Government.
For each dollar in personal super contributions, the government
will contribute up to $1.00, up to a maximum co-contribution

of $1,000.

7 Claim the net medical expenses tax offset

If your out-of-pocket medical expenses exceeded $1,500 for the
2009/10 financial year, you may be able to claim a tax offset of
20 per cent of the excess over $1,500. There is no upper limit on
the amount you can claim.

8 Protect your income

Cover for one of your greatest assets — your ability to earn an
income — can be an important part of securing your financial
future. Income protection insurance replaces up to 75 per cent
of your salary if you are unable to work due to sickness or an
accident. The insurance premium is tax deductible.

9 Take out life insurance within super

Normally personal life insurance premiums are not tax deductible.
However, if this insurance is held within your super fund, the
fund is able to claim a tax deduction for the premium, effectively
providing tax benefits.

10 Take advantage of imputation credits

When Australian companies pay dividends to their shareholders,
they have often already paid company tax on the profits that are
being distributed. Shareholders can therefore claim an imputation
credit on the dividend for the amount of tax paid by the company.



