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INSIDE:

As I write, the global economy continues 
to improve with the USA leading the way. 
China's growth is steady and there are even 

some signs of life in Europe (although we cannot get 
too excited about this as the problems that remain in 
Europe are still huge).

Here in Australia, the mining investment boom is 
winding back and the public service sector will shed 
jobs with a coalition government. Because of this, 
unemployment is expected to rise and, unless inflation 
spikes up, we cannot see interest rates moving too 
much at all.

From an investment perspective, the domestic 
equity market is trading in a band of around 5100 - 
5450. We would generally consider a fall back to 5100 
again to be a good buying signal. 

That said, the financial year opened at 4710 so a 
close of 5400 would still give us an annual return of 

14.6% plus dividends and franking credits. Not a bad 
year ...

Having attended a number of forums earlier this 
year, the main concern in markets seems to be focused 
on what happens when the US Federal Reserve starts 
to increase interest rates, which is expected in mid-
2015. 

This is likely to lead to a fall in bond prices and a 
bit of volatility in equities, which may be felt more in 
emerging markets than in western markets.

The next big piece of news we await is the 
coalition’s first budget by Joe Hockey in May. There is 
little doubt that politicians will continue to tinker with 
super, despite overwhelming research telling them 
consumers just want it left alone for a while. 

What we would really like to see is an increase in 
the contribution limits as the current limits are just 
too low to allow people to become self-funded at the 

moment.  We do not think we will see changes straight 
away but even a commitment to, would be welcomed.

On the business front, CSP is 40 years old this year 
and I would like to take the opportunity to thank all 
of our clients for your loyalty and referrals over the 
past 40 years.

Finally, keep an eye out for our new website which 
should be launched in the coming months. Also, keep 
a look out for us on Twitter and Linkedin.

Until next time …

Welcome to the Autumn 2014 edition of the CSP Quarterly



2

The Medicare levy increases from 1.5% to 2% 
from 1 July 2014. For those who pay the 
Medicare levy, the increased rate results in the 

following amount extra payable per annum: 

Taxable Income Increased Levy (p.a.)
$25,000 $125
$50,000 $250
$75,000 $375
$100,000 $500
$150,000 $750
$200,000 $1,000

Low income earners continue to receive relief from 
the Medicare levy with thresholds for singles, families, 
seniors and pensioners. The current exemptions from 
the Medicare levy also remain, e.g. blind pensioners 
and sickness allowance recipients. 

As the Medicare levy has increased by 0.5%, a 

Each year a number of superannuation thresholds 
are changed to reflect movements in full-time 
Average Weekly Ordinary Time Earnings 

(AWOTE). The thresholds for the 2014/15 year have 
recently been updated by the ATO.

Importantly, the standard concessional contributions 
cap will increase from the current $25,000pa to 
$30,000pa for 2014/15.

The increase reflects the re-commencement of 
normal indexation of this cap.

This increase also causes the non-concessional 
contributions cap to increase to $180,000pa (i.e. 6 x 
$30,000) for 2014/15 and $540,000 (i.e. $180,000 x 3) 
when applying the additional 2 year ‘bring forward’ rule.

If a person is already in a bring forward period, or 
the bring forward is triggered in the 2013/14 financial 
year, the current $450,000 bring forward non-
concessional contributions cap will continue to apply 
until the expiry of the person’s bring forward period.

TOO COMPLICATED? GIVE US A CALL TO 
DISCUSS HOW THIS RELATES TO YOUR 
PERSONAL SITUATION.

Source: AMP TapIn Flash 27 February 2014 2014/01

Research by KPMG has identified the significant 
extent of underinsurance in Australia. The 
level of disability underinsurance for employed 

people in Australia is estimated to be $304 billion per 
annum. 

Remember … we are all likely to live longer than 
our parents. Unfortunately as a result of our lifestyle 
choices, a large number of us will live many years with 
some kind of disability or long term illness. 

SOME OF THE INTERESTING FINDINGS 
INCLUDED: 

 � The typical employed person requires 84% of 
income until retirement in the event of disability. 

 � 35% of employed Australians do not have any 
disability insurance. 

 � Those in the age group of 45-64 are the most 
underinsured (77% underinsured).

Does this sound like you? Give us a 
call so that we can help ensure that 
you have the best cover that you can 
reasonably afford.

02 9925 0522

Medicare levy increase 
number of penalty tax rates also increase by 0.5%. 
For example, the rate for excessive non-concessional 
contributions tax and fringe benefits tax increases 
from 46.5% to 47%.

What this might mean for you?

As the Medicare levy is generally based on taxable 
income, you may wish to reduce assessable income 
and/or increase allowable tax deductions. 

Salary sacrifice may be a useful strategy to reduce 
taxable income. Indeed, salary sacrifice  becomes 
slightly more attractive given that contributions 
are generally taxed at a maximum of 15% (within 
limits), compared to effective marginal tax rates 
which are set to increase by 0.5%. The change 
also slightly improves the benefits of a TTR/
salary sacrifice strategy, due to the higher effective 
marginal tax rate. 

Underprepared 
… underinsured?

New superannuation 
thresholds

The survey benchmarks the annual budget needed by 
Australians who own their home to fund a comfortable 
or modest standard of living in retirement. The survey also 

includes detailed budgets of what singles and couples would need 
to spend to support their chosen lifestyle. 

A ‘modest’ lifestyle in retirement is better than the Age Pension, 
but still only able to afford fairly basic activities. 

A ‘comfortable’ retirement lifestyle allows a broad range of 
leisure and recreational activities and to have a good standard of 
living through the purchase of such things as household goods, 
private health insurance, a reasonable car, good clothes, a range of 
electronic equipment, and domestic and occasional international 
holiday travel.

Still this might not necessarily match up to what your own idea 
of a “comfortable” retirement. Retirement might seem like a while 
away, however it really pays to start thinking about how much you 
can reasonably afford to save for retirement. 

After all, given we are all living longer, you might have been in 
the workforce for over 40 years, but you might need to live off 
these savings for 20-30 years into retirement!

Looking forward to living 
the good life one day?

Did you know…?

ACCORDING TO NATIONAL 
FIGURES RELEASED BY THE ASFA 
RETIREMENT STANDARD IN THE 
DECEMBER 2013 QUARTER:

 � Couples seeking a ‘comfortable’ 
retirement need $57,665 pa, 
while those seeking a ‘modest’ 
retirement lifestyle need 
$33,358 pa. 

 � For singles, the required amounts 
for a ‘comfortable’ lifestyle are 
$42,158 p.a. for a comfortable 
lifestyle and $23,175 p.a. for a 
modest lifestyle. 
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By thinking about your assets as a portfolio, 
rather than a collection of separate investments, 
you can hone your strategy and make sure 

you’re getting the right overall balance between risk 
and return. 

When you think about investing, what comes to 
mind? For some, it’s all about shares, while others 
think about property. And then there’s your super, 
quietly accumulating funds for your retirement.

The truth is that most of us have a range of 
different investments across different investment types 
– creating a diverse portfolio of assets we’ll rely on in 
retirement. 

Understanding the advantages and disadvantages 
of each of these investment types is one way to help 
ensure you get the most value from your money. 

Getting the right balance

Most investors understand that there’s a trade-off 
between risk and return, with higher growth assets 
generally involving more risk. But what you might not 
realise is that the right mix of investments can give you 
better returns without driving up your overall risk. 

That’s because different asset types tend to rise and 
fall at different times, so the right combination can 
help you profit from the rises while cushioning the 
impact of the falls. Your adviser can help you with 
how you should combine your assets to help achieve 
your objectives.

So it’s important to take a close look at all of your 
investments and think carefully about the role they 
play in helping you build your portfolio. 

Investing in bricks and mortar

For many of us, the family home is a large part of our 
personal wealth — and we invest a large proportion of 
our income, and our lives, in paying it off. But, unless 
you’re planning on downsizing in retirement, it can be 

Pathways to 
a prosperous 
retirement

difficult to access the value in your home to live on 
in retirement.

On the other hand, investment properties can 
provide an ongoing source of rental income, as well 
as long-term capital growth. And the current record-
low interest rates mean that your borrowing costs are 
lower — giving you more value from your investment.

Investing in shares 

A 2012 study by the ASX has shown that around 
6.68 million Australians — around 38% of the adult 
population, participated in the Australian share 
market either directly, (through shares or other listed 
investments) or indirectly (through unlisted managed 
funds).With the benchmark S&P/ASX 200 returning 
9.58%   a year for the five years to August 2013, it’s 
an enduring — if sometimes volatile — way to grow 
your money.  

And it’s worth considering investing in global shares 
also. With the Australian share market accounting 
for only 2.3% of the global share market in August 
2013, investing in global shares can provide additional 
diversification and investment opportunities. 

Get instant diversification  
with managed funds

Managed funds are a great way to take advantage of 
the benefits of a diversified portfolio without the 
effort of constructing it yourself. Because your money 
is pooled with contributions from other investors, you 
can draw on a wider range of opportunities, including 
bonds and other assets that can be hard for individual 
investors to access. 

And with a huge range of funds to choose from, it’s 
easy to find a fund with an appropriate balance of risk 
and return for your wealth strategy — whether you’re 
looking to grow your money over the long term, earn 
an income today, or something in between.

 � The right mix of investments can give you better 
returns without driving up your overall risk

 �With the benchmark S&P/ASX 200 returning 
9.58% a year for the five years to August 2013, 
the Australian share market is an enduring – if 
sometimes volatile – way to grow your money

 � Investing in super can be extremely tax effective. 
Generally, you’ll pay less tax when you contribute 
before tax income into super, less tax on your 
returns, and less tax when you take it out

Invest tax-effectively with super

Investing in super can be extremely tax effective. 
Generally, you’ll pay less tax when you contribute 
before tax income into super, less tax on your returns, 
and less tax when you take it out. So compared with 
investing outside of super, you can get more value 
from every dollar you invest. 

Source: Colonial First State: Feb 6, 2014; 
www.colonialfirststate.com.au
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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 3, 7 Bowen Crescent, Melbourne Vic 3004

we are experts in helping you  
make smart decisions about money  

so you can live the life you want

Key Points to think about…

1. Estate plans are critical.
2. A Will establishes the estate and instructs 

the Executor how to distribute your assets
3. Super is not necessarily an estate asset.  

With no Nomination of Beneficiary in 
place it is essentially up to the Trustee 
how to distribute it and depends on the 
clauses of the trust deed.

4. A Binding Death Benefit Nomination 
instructs the Trustee to whom they must 
pay the superannuation assets (including 
life insurance). These nominations 
sometimes do not change who gets the 
money but they often make the process 
of payment far quicker and easier. You 
can simply nominate for the assets to go 
to your estate if you like to be dealt with 
by your Will. Binding Nominations often 
expire every 3 years, so it is important 
that you ensure that it is up to date (check 
your statements).

5. If you have no Will or Binding Death 
Benefit Nomination in place the process 
can take well over 12 months to resolve.

6. Some recent rulings by the Family Court 
have called into question the estate 
planning benefits of SMSF’s, particularly 
for mixed families.

A month or so ago we had an interesting 
situation with one of our clients that I thought 
it would be worth describing to you all.

It really highlights the need to think about your 
estate situation. Even if you think you have little of 
value, or you figure that leaving what you do have to 
your estate is sufficient …

THINK AGAIN …
One of our corporate super fund members recently 
passed away. He was on his second marriage and he 
had no Will and no Binding Nomination for his 
superannuation in place.

During the claim staking process (a process super 
funds need to go through when a member dies 
“intestate” and without a Binding Nomination having 
been made), an advertisement was placed announcing 
the death and the size of the benefit and out of the 
woodwork emerged an estranged daughter.

Without any estate plan in place, there was no clear 
understanding of how he wished his insurance and 
superannuation benefits to be distributed. Following a 
period of well over 12 months the trustee eventually 
decided to split the estate between our client’s current 
wife and his estranged daughter.

What would our client have made of this situation? 
We are pretty certain he would not have intended 
for the process to either take so long, or perhaps be 
distributed in the manner in which it was.

Of course, we don’t all have long lost children out 
there, but this should highlight the importance of 
getting your estate plans in place ASAP.

A day in the life of CSP . . .


