
Much has happened over the past 
few months so let me give you 
the highlights.

On the investment front, equities (including 
Australian) have rallied strongly off the early July 
lows to be up for the first quarter of the financial 
year (bearing in mind most of this gain in the 
post Bexit bounce of July) as follows: ASX 200 
Accumulation Index (5.14%), Nikkei (5.61%), S&P 
500 (3.31%), FTSE (6.07%) and Euro Stoxx (4.80%).

The market has quietened down and 
volatility falling away as the market looks ahead 
to the US elections: more on that in a minute.

Reserve Banks globally have left rates on hold 
(Reuters reporting in August that $11.4tr of global 
government debt now has negative yields) and 
most investment managers and the US Fed 
FOMC now believe rates will stay lower for longer.

One of the risks associated with low rates is 
to do with valuation. If you value something 
using a discounted cash flow model (fancy way 
of say you add up all the future earnings of 
something then reduce these earnings for each 
year they are off into the future by a factor linked 
to interests rates) then, the lower the interest 
rates, the higher the valuation. Valuation of some 
assets are looking pretty high at the moment 
and a significant rise in rates would put apply a 
lot of downward pressure on prices.

Sydney property continues its extraordinary 
run however there are fears that any downturn 
will be felt acutely in the Sydney property 
market. Indeed, I was talking with a client 
recently who was telling me developers were 
asking for in excess of $1m for one bedroom 
apartment at Pymble and its numbers like this 
that make the RBA and commentators nervous.

On the political front, the government has 
changed its tune and backed down on a number 
of the more contentious superannuation 
reforms, most notably abandoning the $500k 
life time non-concessional contributions cap. 
Instead they have retained the current model 
albeit they have reduced the annual figure from 
$180k to $100k and introduced a caveat that you 
have to have less than $1.6m in super to make 
the contribution.

Whilst still on politics, the market (and indeed 
much of the world) is now focused on the US 
with the Presidential Elections in November 
and a potential December rate rise. The polls 
suggest a Clinton win but following the Brexit 
decision it pays to be alert for an alternative 
(albeit increasingly unlikely) scenario. Markets 
also suggest Trump has only a 35% chance 
of victory but it is very hard to predict who 
will turn up to vote and Trump appears to be 
stronger in demographics more likely to show 

up on Election Day. Markets would be likely 
to react negatively to a Trump win for the 
following reasons:

 � Clinton’s long history in the public 
eye and greater policy detail provides 
greater certainty.

 � Trump’s key policy around increasing 
trade barriers is particularly an issue. We 
are all well aware that a retreat towards 
protectionism exacerbated the downturn 
during the Great Depression and 
increasing trade barriers would also reduce 
global growth due to the misallocation 
of resources.

 � It will heighten the risk premium investors 
will demand to allow for ongoing political 
risk. Will it be the beginning of further 
extremist political wins? Will there be greater 
global conflict due to trade policies and the 
blunt rhetoric of the President?

However, like Brexit, we would expect the 
downturn to be short lived as there is little 
that Trump could achieve in the short term 
given his lack of ready-to-go policies, his lack 
of relationships with key policy makers and 
the need to manage any policies through the 
Senate and Congress.
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While the key negative for the market would be 
Trump’s success pushing a protectionist agenda 
(and any copycat policies elsewhere), there are 
other investment implications that could emerge:

 � we would expect a stronger US$ (safe 
haven trade and uncertainty around 
trading partners)

 � he is likely to accelerate infrastructure 
spending, which would have positive 

implications for companies such as 
Macquarie Bank and Lendlease

 � Tax cuts would be a positive for companies 
operating in the US.

Like everyone else on the planet, we are waiting 
on the election with a touch of anxiety…

On a final note I was lucky enough to spend 
a few days at INSEAD in Fontainebleau in 
France. Like Wharton, INSEAD provided an 

extraordinary opportunity to take a few steps 
back and look things through a different prism, 
whilst surrounded by some of the best advisers 
in the country. We covered way too much to 
go into any detail here but I will leave you with 
one quote that really resonated with me: “In the 
short term, we tend to regret the things we do. 
In the long term however it is the things we do 
not do that we tend to regret the most.”

Lachlan St Clair

Can our kids be more financially prepared for retirement?
You want your children to have the best 
future possible. And that means teaching 
them good savings habits that will pay off 
when they’re older.

As you get older and you start thinking 
about your own retirement, you often 
wish you had started planning earlier. So 
it’s only natural to want to help your own 
children get ahead — so they’ll be in the best 
possible financial position when they reach 
retirement themselves.

While we can’t know what the future will 
bring, we can prepare our kids with basic 
money skills that can stand the test of time. 

Studies show that children can form 
money habits by the age of seven — so those 
early years really are important.

FROM LITTLE THINGS,  
BIG THINGS GROW
Studies show that children can form money 
habits by the age of seven — so those early 
years really are important.1 You can help 
your kids get into good money habits by 
encouraging them to budget and save their 
pocket money.

As they get older, set up a bank account 
and explain how compound interest works. 
Use concrete examples and incentives 
— for example, give them a goal to work 
towards, by contributing a certain amount 
each month.

Once your children start working, they’ll 
already understand the value of compound 
growth. By putting aside a little from each 
paycheque into a savings account, they 
will be setting themselves up for financial 
security down the track.

AVOIDING THE DEBT CYCLE
It’s all too easy for young people to slide into 
credit card debt. The average Australian has 
$3,300 owing on their credit card, which at 
interest rates of 15–20% can add up to around 
$600 in interest a year.2

Teach your older children to use their credit 
cards responsibly, and pay the bill off in full 
each month. Online calculators like the one 
on ASIC’s MoneySmart website can help them 
understand the real cost of buying on credit — 
and just how long it can take to pay it off.

THE VALUE OF ASSETS
When your children are young adults, home 
ownership may be the last thing on their 
mind, but that’s why you need to help them 
understand how important it is to get in early.

By taking out a mortgage in their 20s or 30s, 
have the opportunity to pay it off while they’re 
still in their working years — which could leave 
them free of debt by retirement.

WHY SUPER MATTERS
The most valuable financial asset your 
children have is time — and this is where 
their super comes in. It’s estimated that a 
single person aged in their mid-40s or below 
will need to have at least $496,000 to retire 
comfortably by age 65.3 And the reality is, by 
the time your children reach retirement age, 
it’s likely to be even higher.

While they have decades of employment 

ahead of them, you can encourage your 
kids to boost their super through salary 
sacrificing from their pre-tax pay. By helping 
them earn returns on their returns over 
many years, you could end up giving them 
the gift of a secure financial future — and 
even a more comfortable retirement.

For example, if your son or daughter is 
aged 25, and tops up their super by just $20 a 
week for the next 40 years, they could end up 
more than $80,000 better off by retirement.4

GET FINANCIAL ADVICE
It is never too early or too late to seek expert 
advice. By talking to a professional such as 
Chick St Clair & Partners, as a family, you can 
make sure that both you and your children 
are in the best position to reach your financial 
and lifestyle goals, now and in the future.

Source: Colonial First State, September 2016

1Whitebread, D and Bingham, S, University of Cambridge, 

Habit Formation and Learning in Young Children, 2014. 
2Australian Securities and Investments Commission, Credit 

card debt clock, 2015. 3Colonial First State, Super Calculator, 

2013. 4Colonial First State Super Projections Calculator.
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Property vs shares
It is an age-old debate: property versus shares. It terms of making this decision for yourself it is 
important to ask…

1. What are the pros and cons?
2. Which most closely suits your personal circumstances?
3. How quickly will you need to redeem your investment? (i.e. how liquid does it need to be), 
4. How comfortable are you with the risk and return of each strategy?

Of course it doesn’t have to be a one or the other scenario. As you would be well aware, the most 
effective investment strategies include a range of investments. Through this diversification you 
ensure comfort and security when one particular market is underperforming. It is important not to 
have all your “eggs” in any basket!

Property pros

1. Performance: According to the “2016 
Russell Investments/ASX Long-term 
Investing Report,” residential property was 
the best performing asset class over the 10 
year-period to 31 December 2015 with an 
average annual return of 8 per cent before 
tax and after fees, compared to the 5.5 per 
cent from Australian shares.

Over a 20-year period, Australian 
residential property performed even better, 
posting an average annual return of 10.5 
per cent compared to the 8.7 per cent gain 
of domestic shares.

2. Your investment is tangible and in a lot 
of ways, a lot easy to understand than 
the share market. Over a 20-year period, 
Australian residential property performed 
even better, posting an average annual 
return of 10.5 per cent compared to the 8.7 
per cent gain of domestic shares.

3. The Australian dream is to own your own 
home. The emotional attachment to property 
is more important than investment returns.

4. If you are paying rent, you can finally put those 
rental payments towards building some 
capital value and security for your family.

5. Stability: You are buying “bricks and 
mortar” investments.

6. The potential for capital growth and 
rental returns along with the benefit of tax 
deductions, including negative gearing.

7. Greater potential to leverage property. You 
can in many cases borrow up to 80% of the 
value of property. The same lending levels are 
not available with equity investments.

Property cons

1. High entry and exit costs of property 
investment such as stamp duty, legal fees 
and real estate agent costs,

2. The lack of diversification: In many 
cases investors own the family home, and 
investment property and have very little 
exposure to other asset classes.

3. Vulnerability to rental vacancies or rises 
in interest rates.

4. Many households now have double 
incomes and this has an impact on 
pushing up affordability

5. Negative gearing is only of benefit if 
prices are going down. Yes, negative 
gearing has some tax benefits - but it’s 
a tax deduction because you’re losing 
money. You can cop some short-term 
cash flow losses if the capital gains make 
it all worthwhile, but if they don’t come in 
sufficient size, then you’re still in the hole.

6. Rental yields are awful! Many landlords of 
properties within 10 or 15 kilometres of the 
CBDs of Sydney, Melbourne and Brisbane 
(in particular) are receiving a gross rental 
of maybe 2 or 2.5 per cent, based on the 
prices of the properties they own. 

7. You cannot cash out your property 
investment quickly. Shares are highly 
liquid compared to property, with 
settlement occurring in just two business 
days after a share transaction.

8. You need substantial funds to invest in 
property. Whereas, the process of buying 
and selling shares can cost as little as $20, 
while there are tax benefits include franking 
credits paid on dividends and capital gains 
tax discounts for shares held for longer 
than 12 months.

9. Prices don’t always rise. Like the Australian 
economy, the nation’s property sector has 
recently enjoyed a record-breaking streak.

House prices increased by 175 per cent 
over the 17 years from 1990 to 2007, and 
despite the impact of the GFC, have since 
risen a further 60 per cent, leaving them 350 
per cent higher than at the time of Australia’s 
last recession. Depending on the area you 
are buying in, it is likely prices are going to 
level out or drop from their current levels.

The latest ABS data for the March quarter 2016 
revealed housing markets were already slowing 
across Australia’s major cities, with average 
residential dwelling prices dropping by 0.2 per cent.

For the year to March 2016, Melbourne 
edged out Sydney with a 9.8 per cent gain 
versus 9.7 per cent, but Sydney prices dropped 
in the March quarter and Melbourne’s only 
increased by 0.8 per cent.

Elsewhere the picture was mixed, with 
Canberra showing a 4.6 per cent rise in the 
year to March 2016, Hobart up 4.2 per cent, 
Brisbane up 4.1 per cent and Adelaide 3.1 
per cent higher.

Darwin prices actually dropped by 4.9 
per cent, while Perth dipped by 4.5 per cent.

So, which is it for you? Property or shares?
Researcher BIS Shrapnel expects the nation’s 

housing market to move into oversupply in 
2017 for the first time in more than a decade, 
with capital city rents already declining and 
fewer consumers believing now is a good time 
to buy property.

For the share market, Morningstar’s head of 
equities research, Peter Warnes, expects the 
S&P/ASX 200 Index to fluctuate within 4,900 
and 5,500 points in fiscal 2017, barring a major 
boost to economic activity. Not a lot of growth 
expected in the short to medium term.

Risks in the equities market include higher 
US interest rates, a downturn in China and 
further geopolitical shocks such as “Brexit” 
rocking markets, or Donald Trump becoming 
President of the US!

Given the mixed outlook, Australian investors 
might seek safety in buying both asset classes 
as part of a diversified portfolio.

After all, what goes up can also come 
back down.
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Disclaimer: The information contained in this newsletter is general information only. It is not intended to be a recommendation, offer, advice 
or invitation to purchase, sell or otherwise deal in securities or other investments. Before making any decision in respect to a financial product, 
you should seek advice from an appropriately qualified professional. We believe that the information contained in this document is accurate. 
However, we are not specifically licensed to provide tax or legal advice and any information that may relate to you should be confirmed with your 
tax or legal adviser. Please refer to the Product Disclosure Statement (PDS) before investing in any products mentioned in our newsletter. The 
information is current as at the date on this document.

With compliments from  
Chick St Clair & Partners

Suite 1201, Level 12
54 Miller Street
North Sydney NSW 2060 

P 02 9925 0522
F 02 9925 0533
E mail@csp.com.au

Chick St Clair & Partners ABN 29 110 058 618 is a Corporate Authorised Representative of
The Advice Exchange Pty Ltd ABN 55 107 629 194 Australian Financial Services Licence No 278937
Registered Office: Level 2, 177 Toorak Road, South Yarra, 3141

we are experts in helping you  
make smart decisions about money  

so you can live the life you want

Check the fine print 
DO YOU HAVE INSURANCE RIGHT?

Most of us have some kind of cover which is 
often limited to the default amount provided 
through a super fund. 

Insurance plays an important role in 
providing peace of mind as a financial safety 
net in the event of unforeseen circumstances 
occurring. This is especially important for those 
with families, debts or financial commitments.

But how much do you really know about 
cover you may already have, especially default 
super cover? 

There’s been a lot of negative press about life 
insurance of late so it’s worth taking 2 minutes 
to read through our checklist below to ensure 
you aren’t wasting $100’s if not $1,000’s per 
year while ensuring what you’re paying for will 
be there when you most need it.

 
1. Smoker status — Are you listed as a smoker 

(or were previously) & haven’t updated your 
status. Being a smoker can increase your 
premiums by at least 40%!

2. Work classification — Blue, light-blue, 
or white collar worker? Your occupation 
classification can have a significant bearing 
on your premium. If you’ve never clarified 
your occupation, you may by default be 
classified as light blue/ manual, even if you 
work in an office.

3. Taxation — Are your insurance benefits 
taxed? Especially for cover included in 
superannuation, this can be up to 30% 
although it doesn’t have to be.

4. Ongoing super contributions —   
Many super funds will continue taking 
the premiums but won’t in fact provide 
the insurance benefits at the time of 
claim once your regular employer 
contributions cease to be received. If 
you’ve changed jobs, or have multiple 
super funds & think you’ll receive 
what’s currently listed on your super 
statements, check the T&C’s!

5. How many super funds do you hold? 
Having multiple funds can mean multiple 
fees & multiple premiums.

6. Do you have enough? How far will this 
money go in the event of your death or 
permanent disability? Will it pay out your 
mortgage, support your family with daily 
costs of living once you’re no longer there? 

7. What are you covered for? Death only; 
death and TPD? What are the exclusions? 
Some policies exclude suicide, mental health 
related conditions for example. There is no 
point paying for cover if you can’t claim!

8. Do you have a “pre-existing condition”? 
Most policies do not cover for any conditions 
evident when the cover commenced, even 
if it was automatically provided to you. It is 
important to check your policy with regards 

to when this period commenced. With 
upcoming changes under MySuper which will 
affect your super, this may mean that under 
your previous super arrangements you were 
covered for a condition, but with the new 
policy you are not.

9. At what age does the cover expire? Check 
the expiry date of the policy. There is no 
point holding a policy if it expires well before 
you will possibly claim!

10. What are the benefit and waiting periods 
of your policy? How long will you have 
to wait before you are paid? How long 
will you be paid for? Will you receive a 
lump-sum or smaller ongoing payments? 
Depending on the types of cover, policy 
and insurer terms will impact this. On the 
positive, understanding how this fits into 
your personal financial situation can help 
you save money whilst ensuring you are 
adequately protected.

11. In the event of your death, who do you 
want your insurance proceeds to go to? 
Most people don’t realise that superannuation 
(and insurance included in super) doesn’t 
necessarily get dealt with through your will. 
You need to check who your beneficiaries 
are and where your money will be paid in the 
event of a claim.

If you’re unsure or haven’t reviewed your 
cover for some time, contact our office for a 
discussion. It may save you $1,000’s.


