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A familiar face offers valuable advice
Baby Boomer John, 65, looks back on a lifetime of financial
decisions to provide some valuable tips to future generations.
Remember when you spent a small fortune on that trip to Hobart
after the Wrest Point Casino opened? The holiday pay lasted barely
one hour on those roulette tables! Four decades on and I’m pleased
to report that trip didn’t set you on a path to financial ruin.
Without completely giving the game away,
let me share some of what’s happened to
our world over the past 40 years. Firstly,
you survived! Those teenage years didn’t
cause any irreparable damage although
your knees and hips are paying the price
for your Kamikaze approach to footy.
Our country has flourished – almost twice
as many people call Australia home today
than in 1973, most people earn in a month
what you earnt in a year, and the average
price of a house and land package in the
early 70s (approximately $20,000) wouldn’t
cover the deposit of an average home loan.
Many of the headlines you read in the morning
paper in 1973 are just as relevant today –
“Crisis in the Middle East”, “Prime Minister
Under Pressure” and “Petrol Prices Soar”.
It’s a similar story when it comes to
finances. The fundamentals of 1973 remain
the same today, but as you think about the
future, let me share some of the wisdom
I’ve gathered over the past 40 years:
Live within your means: This seems fairly
obvious but credit facilities will become
easier to access as you enter your 30s.
Even your grandkids have credit cards!
Cleaning up the mess of easy credit debt can
put your long-term plans back many years.

Minimise debt: The loan from your father
to buy that mint-condition Ford Falcon
GTHO may have made sense at the time
but it would drag on for years before you
paid it off. And let’s not even start on the
financial commitment to purchase that first
colour TV in 1977! Keep your debt to a
minimum and make paying it off a priority.
Develop a savings plan: Remember the
old State Bank savings book for which
Nanna would give you 20¢ to deposit each
week? It was the one successful financial
decision made for you in the first 20 years
of your life. Consider the money that goes
into a savings account an essential part
of your budget. There’ll be plenty of rainy
days, and any leftover will provide a solid
foundation for that retirement nest egg.
Start investing: Don’t expect me to share
the previous 40 winners of the Melbourne
Cup or share tips that could make you a
billionaire. Start to think about how best to
invest those savings – the earlier you start,
the more you’ll have when you retire. Don’t
forget to manage the risk too. It’s ok to put
some in shares, but also look to spread
it around via term deposits, property or
managed funds.
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A familiar face offers valuable advice continued
Protect what’s most important: “Life
insurance? What do I need life insurance for?”
It may seem far-fetched now but insurance
will pay for itself many times over. Hospital
expenses, the odd minor car crash and a
couple of ‘life episodes’ are sure to arise;
when they do the peace of mind provided by
insurance is invaluable. Speaking of health,
stay out of the sun and watch that expanding
waistline and try to lay off the bacon and
eggs once in a while!
Establish credit: It is vitally important to start
establishing credit while in your 20s. A clean
credit report will make life much easier in the
future, especially when your partner starts
dropping hints that she’d much prefer to send
Junior 1 and Junior 2 to the local Grammar
School and you’ll need a loan to get started.
And let’s not even start on Junior 3, 4, 5 etc
… just kidding!
Choose your life partner carefully: Yes,
you’ll meet a nice girl or boy and settle down,
but it’ll be touch and go there for a while. For
plenty of the boys from your school years,
things won’t end quite as happily. While
you don’t have to see eye to eye on every
financial issue, someone with similar goals
and values as you will make life much easier.
If you plan on combining your finances with

your spouse, communication and honesty are
especially important.
One last tip – enjoy life! Money is supposed
to be used, in part, for your enjoyment. Travel,
entertain, take some regular golf trips, splurge

here and there; you can do it all. But don’t wait.
Life is here and now, and you’ll be amazed how
quickly the next 40 years will fly by.
Good luck!

Money tips for those going it alone
Whether you are single and carefree or supporting a family on your own,
there are many things you can do to maximise your available cashflow.
Money management for many single
20-somethings isn’t terribly complex. Earn
money, spend money, wait for next week’s
pay, repeat. But that’s not necessarily
going to set you up for the years ahead.
1. Learn about money
Take some time to improve your financial
knowledge and literacy – the Internet is full of
sound wisdom when it comes to all facets of
money management.
2. Think beyond today
It’s going to be hard to pay off a mortgage if you
can’t put aside enough money for lunch. Start
setting some short-term savings goals. Maybe
put aside 10 per cent of your pay as a start.
3. Dollars and sense
It may sound boring but making a budget is
the best way to get into the habit of living within
your means. It may mean one less coffee per
week or taking a packed lunch to work.
4. Kill the credit
You are better off without that credit card. If you
have one, make it an absolute priority to pay off
the full amount. If you really need a credit card,
looks at options with a debit facility.
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5. Put those pennies to work
Your first job may not see you earn a fortune,
but it’s still possible to start investing with a
relatively small amount.
For many single parents, having enough
money is their number one concern. If
you shoulder the challenge of being a
sole breadwinner, it’s essential to make
responsible financial decisions.
1. A clean record
If the worst happens and you separate from
your partner, a clean credit report will help
you establish your own financial foundations.
When the bills arrive, pay them on time.
2. Budget, budget, budget
Preparing a household budget and sticking to
it will not only help you meet the basic day-today needs of your children, it will also help you
save for future expenses such as school fees.
3. There’s help out there
You’re never alone. Know what you’re
entitled to and make the most of Government
assistance with things like childcare or
medical payments.

4. Rainy days
Having some emergency funds put aside is
vitally important for single parents with more
than one mouth to feed. As the saying goes,
“plan for the worst, hope for the best”.
5. The long run
Life insurance should be a priority. If
something were to happen to you, your
children must have their basic needs met.

Investor confidence grows with market
Growth boosts retirement income
Take the example of a single person retiring
at age 65 and aiming for a comfortable
lifestyle on $41,000 a year. If their savings
are invested for a return of 5 per cent a year
in retirement they will need a lump sum of
$765,000; but if they earn a 7 per cent return
they will need only $630,000. The lump sum
required by a couple aiming for $56,000 a
year would be $1 million with a 5 per cent
return and $865,000 with a 7 per cent return.
In other words, if you invest your entire nest
egg in conservative cash and fixed interest
investments you will need a much larger lump
sum on retirement than you would if you left
some of your money in growth investments
such as shares and property. Either that, or
resign yourself to living on less.

A question of balance

After several years in their bunkers, Australian
investors are beginning to look beyond
the safe haven of cash in the search for
better returns. Shares have started the year
with strong gains, the residential property
market is showing signs of recovery and
superannuation fund returns are the
healthiest in years.
Suddenly, growth is back on the agenda and it
is not hard to see why. Interest rates for bank
term deposits have fallen below 4 per cent,
less than the dividend yield on bank shares.
And unlike shares and property, bank deposits
offer little opportunity for capital growth.
Experienced investors know that long-term
wealth accumulation depends on total
investment returns from income and capital
gains to keep ahead of inflation.
Over the past 20 years, shares and residential
property have provided a total return of about
9 per cent a year1. Roughly two-thirds of
that return comes from capital gains, but the
income from quality shares and property also
rises over time. By comparison, interest rates
on term deposits fluctuate depending on the
interest rate cycle.

Time to think long-term
Now that the pendulum is swinging back
towards growth, it is a good time to check
whether your investments are on track to
deliver the returns you need to reach your
long-term savings and lifestyle goals. The
place to start is at the finish line.

No matter what your age or stage of life,
the ultimate goal is a long and comfortable
retirement and that takes some planning.
Everyone’s aspirations and circumstances in
retirement will be different. First you need to
think about the lifestyle you hope to lead in
retirement and what that would cost.
As a general rule-of-thumb, advisers suggest
you will need about 65 per cent of your preretirement income to maintain your current
standard of living in retirement, assuming you
retire at age 65.
As a starting point, the Association of
Superannuation Funds of Australia (ASFA)
estimates that a single retiree needs $41,000
a year and a couple needs $56,000 a year
to lead an active and comfortable lifestyle2.
This includes things such as private health
insurance, a reasonable car, domestic travel
and the occasional overseas trip. A more
modest lifestyle costs less, but more than
the Age Pension currently provides.
The next step is to work out the savings
needed to achieve your goal. Most people
focus on the amount they need to accumulate
by the time they retire, but that is only part
of the equation. The retirement lump sum
you need to aim for will depend in part on
the return you earn on your savings after
you retire.

While it is prudent to reduce exposure
to higher-risk growth assets as you near
retirement, that does not mean excluding
them entirely. Getting the mix right is a
balancing act. Your adviser will be able to
help you work out the best mix of growth and
income investments to fit your life stage and
risk tolerance.
According to the Australian Bureau of
Statistics, the average 65-year-old Australian
can expect to live another 19 years if they are
male and 22 years if they are female4. That
is a long time to be living on your savings,
especially when you consider that the
average retirement age is actually closer to
55, not 655.
Saving for retirement does not stop at age
55 or 65, it is a life journey. By maintaining an
appropriate balance of growth and income
investments your savings will continue to
work hard while you take it easy in retirement.
1 Russell Investments, ASX, Long-term Investing
Report 2012, viewed 22 March 2013, http://
www.russell.com/AU/_pdfs/market-reports/asx/
ASX_Report_2012.pdf
2 ASFA Retirement Standard, February 2013,
viewed 22 March, 2013, http://www.
superannuation.asn.au/resources/retirementstandard
3 SuperGuide, viewed 22 March, 2013, http://
www.superguide.com.au/how-super-works/acomfortable-retirement-how-much-superis-enough
4 ABS, viewed 22 March, 2013, http://www.abs.
gov.au/ausstats/abs@.nsf/Lookup/
4125.0main+features3110Jan%202013
5 ABS, viewed 22 March, 2013, http://
www.abs.gov.au/ausstats/abs@.
nsf/Latestproducts/6238.0Main%20
Features3July%202010%20to%20June%20
2011?opendocument&tabname=Summary&pr
odno=6238.0&issue=July%202010%20to%20
June%202011&num=&view
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Taking the risk out of life
Had this been the case, then he might have
found himself in a much worse predicament,
both healthwise and financially. Melanomas
are responsible for 75 per cent of skin
cancer deaths. One in 17 Australians will be
diagnosed with melanoma before the age of
85 and more than 1,500 Australians die from
melanoma each year.4
Melanoma can also be very aggressive and
the time from diagnosis to death can happen
very quickly.
If the prognosis had not been good, then
Peter might have been able to make a claim
on his total and permanent disability policy
once his health had deteriorated to the point
where he could not work ever again, in either
his own or any other occupation. Depending
on the policy, Peter’s claim on his TPD might
have reduced the final payout on his death.

A small mole on his leg seemed innocuous
enough to Peter, but with a history of
melanoma in his family, he knew to keep an
eye on it.
A few years passed and the mole started to
itch. That was all Peter needed to get to the
doctors and have it checked out.
Unfortunately, a biopsy revealed he did
indeed have melanoma of just over 1mm
thickness on the Breslow scale and it had
spread to his lymph nodes.1 In medical terms,
his melanoma was Stage 3A.2
Fortunately, on the recommendation of his
financial planner, Peter had a suite of life
insurance cover in place including death
cover, TPD, trauma and income protection.
As a 42-year-old father of two young
children with a $400,000 mortgage, Peter
had responsibilities that made him aware if
something should go wrong, then the family
might be in trouble financially.
The shock of the melanoma and the
subsequent treatment would take its toll on
the quality of their family life anyway, but at
least with insurance he would not have to
worry about their finances on a day-to-day
basis; he knew there would still be a regular
income coming in, once his sick leave ran out.

Income protection
delivers cash flow

06047 0712

After the initial operation to remove the
melanoma, Peter went on a course of
chemotherapy. It was sufficient to knock
him around and he realised the prospect of
working for the next few months was minimal.

Thankfully his income protection insurance
provided a safety net. He had chosen to take
out cover that would provide 75 per cent of
his income until he turned 65. It was unlikely
he’d need 23 years of income protection
insurance payments, but at least he knew he
could take off as long as it was necessary to
recover his health.
While Peter had been a little concerned
about the price of income protection
insurance, the fact that the premiums were
fully tax deductible brought down the cost
considerably. And now that he was needing
to draw on this money, he was grateful that
he’d listened to what his planner had said.
If he had ignored the advice, then the family
would be struggling to make ends meet once
his sick leave ran out.

Trauma lump sum
In addition to the income stream from this
policy, Peter could also make a claim on his
trauma insurance to provide a lump sum.
Melanoma was a specified event listed on
his trauma policy. This meant that not only
could he afford the best medical treatment
but, once he was on the road to recovery,
the family could go on their dream trip to
Disneyland as a means of celebration. And
even more importantly, it meant that he could
pay off his mortgage. Should things turn for
the worse, then at least his wife wouldn’t be
saddled with a hefty home loan.
Peter’s vigilance was key to his prognosis and
he now had a 50 per cent chance or higher of
living for at least another 10 years.3 Had he not
been conscious of the possibility that a small
mole could threaten his life down the track, he
might have ignored it for longer than he did.

But there would not be a TPD payout in
those early months when he was receiving
treatment, as the expectation would have
been that he might well return to work.
That’s when income protection insurance
comes into its own.
With a poor prognosis and no insurance,
Peter’s family would have been devastated.
Not only would they have lost their husband
and father but they would have probably lost
their home too.
Peter was one of the lucky ones, in that
he was familiar with his family’s medical
history. Not everybody is that fortunate. If
you suddenly find yourself faced with a lifethreatening illness such as melanoma, then
unless you have insurances in place, you
could be in trouble. You can’t afford not to
have income protection insurance. After all,
your ability to earn, particularly when you
have a family, debt and responsibilities, is one
of the most important things to insure.

1 Cancer Research UK, Melanoma Statistics and
outlook, last updated 28 May 2012, viewed 26
March 2013. http://www.cancerresearchuk.org/
cancer-help/type/melanoma/treatment/stagesof-melanoma
2 Cancer Research UK, Stages of Melanoma, last
updated 30 March 2012, viewed 26 March 2013
http://www.cancerresearchuk.org/cancer-help/
type/melanoma/treatment/melanoma-statisticsand-outlook
3 Cancer Research UK, Melanoma Statistics and
outlook, last updated 28 May 2012, viewed
26 March 2013 http://www.cancerresearchuk.
org/cancer-help/type/melanoma/treatment/
melanoma-statistics-and-outlook
4 Melanoma Institute Australia, Melanoma facts
and statistics, copyright 2011, viewed 26 March
2013 http://www.melanoma.org.au/aboutmelanoma/melanoma-skin-cancer-facts.html
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