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INSIDE:

Welcome to the 2015 summer edition of the CSP Quarterly

We are all feeling refreshed after the break and 
ready for the year ahead!

 Speaking of the year ahead, it is probably 
appropriate to make some comments on what the year 
ahead may hold for investments.

On the global front, the big change over the last 
few months has been the dramatic fall in the prices of 
resources, most notably the price of oil.

Falls like this tend to bring on fears of deflation 
however, we suspect this will be more than offset by the 
potential increase in consumer demand; petrol prices fall 
and you can spend more at the shops.

In general there is a lot of optimism around the US 
with good economic data and promising corporate 
growth. Many commentators are still expecting US 
interest rates to rise in the middle of the year however 
and we would suggest great care needs to be taken in the 
bond markets of G8 countries.

In Australia, the RBA has just moved the cut the 
official cash rate by 25bps. The stock market rallied 

about 1.2% on the news and the $AUD to fell further to 
be buying around USD$0.78, as at 4th February 2015.

To understand why the RBA has done this (and risked 
further inflating property prices) you have to understand 
an economic concept called the Terms of Trade; the ratio 
of the prices of our exports to our imports. To use a small 
business analogy, it is the price of the stuff you sell vs the 
price of the stuff you buy.

In Australia, our Terms of Trade skyrocketed in the 
resources boom i.e. the price of the stuff we sell went 
through the roof and the price of the stuff we buy fell 
off the back of a high AUD$. This is economic speak for 
good times…

The past few years though the Terms of Trade has 
fallen, significantly. The price of the stuff we sell has 
dived and the prices of the stuff we buy has risen. We 
are still producing lots of stuff (i.e. GDP is still positive) 
but we are not making as much on it, which is why times 
have felt tough even though we are not technically in a 
recession.

So the RBA is trying to stimulate the non-resources 
side economy (at the risk of further inflating the property 
market) and is hoping the extra household cash flow 
generated by falling petrol prices combined with lower 
mortgage rates will be spent in other sectors of the 
economy to offset the fall in the Terms of Trade.

Will it work? Only time will tell.
On the business front, keep an eye out for the 

information sessions we have planned in the next few 
months dealing with how to financially navigate your life 
from your 20’s to 40’s.

We trust you enjoyed the festive season have a 
prosperous and successful 2015.

Oil industry in West Siberia
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No doubt, if you have sat in a meeting with 
Lachlan St Clair he would have discussed with 
you the importance of understanding active vs 

passive investing. 
Understanding which is best for you, is critical 

and in order to do this you must decide on what your 
overall investment goals and objectives are.

 � How long do you have to invest?
 � How much risk are you prepared to take?
 � How much growth and income do you require 
from your investments over time?

Investing in shares is a popular way of helping people to 
achieve their long-term financial goals. An investment 
in shares can generate favourable returns over time 
as companies grow and improve their profitability. 
Dividends paid by listed companies can also provide a 
useful income stream for investors.

However, there are also risks associated with 
investing in shares. Companies that struggle are likely 
to see their share prices fall and stock markets as a 
whole can be affected by periods of economic weakness 
or unexpected events, as illustrated by the chart below. 

In order to minimise risk many investors maintain 
exposure to shares in professionally managed funds. 
These funds are usually well diversified, spreading 
investment risk across a wide range of companies. 

Active vs Passive Investing . . .  Which one is for you?

What is active investing?

Most actively managed funds aim to outperform a 
particular index, for example the S&P/ASX 300 
Accumulation Index (ASX 300). To achieve this, 
the fund managers actively research companies that 
are constituents of the index. Professional managers 
typically have the resources required to complete 
detailed analysis on companies and skilled investors can 
identify those likely to perform better than the market 
average over time. These qualified investors have access 
to information, research and robust investment processes 
that are not readily available to individuals.

Following this analysis, active fund managers buy and 
sell shares in an effort to maximise returns for investors. 

They will buy stocks that are expected to perform better 
than the broader market, sell winning stocks following a 
period of favourable performance, and avoid those that 
are expected to underperform.

The intention is that the combined portfolio of shares 
will perform better than a comparable index, normally 
referred to as the ‘benchmark’. Of course there is also 
a risk that active funds will perform less well than the 
benchmark index if the selected stocks do not perform as 
well as the manager anticipates.

The performance of active managers is typically 
measured against these benchmark indices, which they 
try to outperform by a given margin. The extent to which 
returns vary from those of the benchmark index is a fair 
indication of the manager’s skill.

What is passive investing?

A passive investment manager tries to replicate a 
share market index, such as the ASX 300, by owning 
shares in each constituent of the index. 

The quantity of each stock held is determined by the 
stock’s weight in the index. If BHP Billiton accounts 
for 8.6% of the ASX 300, for example, a passive fund 
manager will invest 8.6% of the fund’s assets in that 
stock, and so on, for every stock in the index. The 
investor should expect returns to be close to that of the 
market index.

Which type of fund is right for you?

In deciding on the style of investment, it is important 
that you first decide on your investment objectives, 
in particular return targets, i.e. what performance do 
you expect from your investments?

Many would expect to generate returns that are above 
that of a market index and would prefer investing in an 
actively managed fund. In this case, the selection of the 
active manager is crucially important and it is important 
that you are confident in an active manager to achieve 
their investment objectives. 

While past performance is not necessarily an 
indication of future performance, you should consider 
a manager’s long-term performance track record before 
making an investment.

COST IS ANOTHER KEY DIFFERENCE BETWEEN 
ACTIVE AND PASSIVE INVESTING.
Actively managed funds typically charge a higher 
management fee to cover research costs and to pay for 
the large teams of experienced analysts that are typically 
employed in the management of the fund. In contrast, 
because no attempt is made to outperform a benchmark 
index through research or stock selection, management 
fees for passive funds tend to be much lower than for 
actively managed funds. 

Cost should not be the main factor in picking a fund 
as contrary to the belief of many investors, selecting an 
active fund based solely on a low fee can be a mistake.

Source: Colonial First State. S&P/ASX 300 Accumulation Index Jan 1995 – May 2014. Chart is for illustrative purposes only.

There are two distinct types 
of funds that are available to 

investors — active funds and 
passive funds.
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VOLATILITY IN SHAREMARKETS IS CONSTANT PROS CONS

ACTIVE

•  Opportunity for the fund 
manager to research 
and select stocks 
that are expected to 
outperform the market 
average over time

•  Potential to outperform 
a benchmark index and 
maximise returns for 
investors

•  Potential to 
underperform the 
benchmark if the 
selected stocks do 
not perform as well 
as expected

•  Higher fees

PASSIVE

•  Very low risk of the 
fund  underperforming 
a benchmark index by 
more than cost of fees

•  Lower fees

•  No opportunity for 
fund managers to 
actively select stocks 
that are expected to 
outperform

•  Typically unable 
to outperform a 
benchmark index



3

In 2014, all the major asset class generated positive 
returns and beat inflation and cash, like in 2012 
and 2013. Slowing economies, recessions, war in 

the Middle East, fears of deflation in Europe and of 
rate hikes in the US did not prevent 2014 from being 
another good year for investors. Prices of housing and 
direct commercial properties were also stronger this 
year, driven by cheap debt and foreign buying.

Shares had a good year globally, driven by low interest 
rates and cost-cutting. Bonds also did well globally, with 
yields falling across the board in almost all countries as 
investors chased yield in a low-yield world as a result 
of record low interest rates, money-printing and asset-
buying by central banks.

The lower part of the chart tells a different story: 
commodity prices collapsed mainly due to over supply. 
This hit share prices in Australia’s overweight mining 
sector, and it also battered tax revenues, sending the 
government budget into another huge deficit, adversely 
affecting consumer and business confidence and 
spending. Falling prices are also causing mines to be 
closed and new resource projects to be delayed, scaled 
back or abandoned.

Another good year 
for most investors

Source: Cuffelinks, written by Ashley 
Owen on January 5, 2015  
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Global Equities (Un-Hgd AUD) = $114

Global Gov Bonds (AUD) = $111

Aust Composite Bonds = $110
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Aust shares = $105

Cash = $102

USD/AUD = $92

Coal (USD) = $75

Oil (USD) = $55

Iron Ore (USD) = $52

LEGEND

Great, you’ve realised how important it 
is to protect your family if something 
happens to you!

It is easy to ignore the issue, nobody likes to 
talk about the worst case scenario. So … bravo.

If you are in your 20’s, 30’s or even 40’s, 
now is the best time to take out cover. You 
are probably in the best health of your life. 
Inevitably the older you get the more likely you 
are to experience a health “event” and this might 
make cover more expensive or difficult to get.

But what are you worth?

Quite rightly, you are priceless to those who 
love you the most! However, there are limits on 
how much cover life insurance companies will 
offer you. The higher the cover, inevitably the 
higher the premium cost.

For example a 35 year old male, non-
smoker (office worker) could expect to pay 
approximately $300 a year for $500,000 life 
cover, and $558 for $1,000,000 cover.*

So it is not so much about what you are 
worth, but rather what your loved ones need 
to cover existing debts and to live comfortably 
without you around.

ARE YOU SINGLE?
You probably need just enough to cover your 
debts and funeral arrangements.

MARRIED OR DE-FACTO?
Got a mortgage? If one of you dies you need to 
make sure the other can cover repayments and 
any other debts that you might have.

GOT KIDS?
This is where insurance really comes into its own. 

You need to take into account debts as 
well as the costs of raising your kids. AMP 
and the National Centre Centre for Social 
and Economic Modelling estimate an average 
family spend $448,000 in today’s dollars, to 
raise two kids from birth to age twenty.#

So, if you’ve got two kids this might mean 
that $1 million might be the minimum cover 
that you might need.

It is important to remember though that this 
doesn’t take into account medical or living costs 
if you or your partner are seriously injured 
or unwell for a period of time. You would 
need to consider other types of cover such as 
TDP, trauma or Income Protection for more 
comprehensive coverage.

What are you really worth?

* Source Iress (Xplan) Based on a male 35 — non smoker white collar – mid-premium estimate as at 14 January 2015
# AMP.NATSEM Income and Wealth Report — Cost of Raising Children in Australia Issue 33, May 2013

Give the CSP office a call to discuss what cover might suit both what you 
need as well as what you can reasonably afford.
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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 1, 46 River Street, South Yarra Vic 3141

we are experts in helping you  
make smart decisions about money  

so you can live the life you want

Research shows a high proportion of retirees find 
themselves unexpectedly affected by feelings of 
purposelessness and boredom, too often leading 

to depression and other health problems.
Fortunately, there’s a lot you can do to stay happy and 

mentally resilient in retirement, so you can enjoy your 
new freedom to the fullest. There are also organisations 
to support you as you enter a new stage of life, 

So why are retirees especially vulnerable to depression 
— and what can we do to overcome or prevent it?

A time of change

Age Discrimination Commissioner and former 
Senator and Minister for Education, Susan Ryan, says 
many retirees are not prepared for the challenges that 
retirement brings.

“Many people are affected by issues with their 
finances, how they get a sense purpose and how they 
contribute to society. Relationship changes can also be 
difficult — for instance, you may suddenly be staying at 
home with a spouse who you’ve only seen sporadically 
over their working lives.”

But while a lack of purposeful activity can increase 
the risk of becoming depressed, Ryan says retirement 
can also bring enormous opportunities to devote time 
and energy to the causes and activities that matter most 
to us.

“Once you retire you can decide to contribute to 
society in your own way, through part-time employment 
or volunteering. You can also choose to develop yourself 
— taking up an interest you’ve never had time for, 
writing a book, painting, or pursuing a sport.”

Keeping the brain active

Todd Sampson, TV personality and ABC Mental 
Health Week Ambassador  says this kind of activity 
and stimulation is vital for warding off depression 
and staying mentally fit. In the popular ABC TV 
documentary Redesign My Brain, Sampson investigated 
brain plasticity and the effectiveness of targeted training 
in reversing mental ageing.

“Plasticity has shown us that we all have the ability to 
improve our brain,” he said.

“Like a muscle, it needs regular training 
to stay healthy. The core of neuroplasticity 
is simple but powerful — use it or lose it." 
Fortunately, Sampson says, brain training is easier than 
people might think.

“All the scientists agreed that 20 minutes of brisk 
walking a day is excellent for your brain. And, if you 
can add a strategy like memorising locations or license 
plates, even better.”

“I also recommend finding ways to incorporate brain 
exercise into everyday life. Try and remember all the 
names of the people at the next dinner party. Stop using 
your phone as a surrogate brain and memorise some of 
the numbers yourself. The next time you need to do a 
calculation, do it in your head. Making brain health a 
priority is the critical first step.”

Give your mental health a boost

If you’re finding the shift to retirement challenging, 
remember that you’re not on your own. Organisations 
like beyondblue are there to help you rediscover your 
sense of purpose and put valuable skills and experience 
to work in a good cause.

1 Butterworth et al, Retirement and mental health: analysis 
of the Australian national survey of mental health and 
well-being, Soc Sci Med,  2006. 2 Black Dog Institute: (2014) 
Exercise and depression. www.blackdoginstitute.org.au/docs/
ExerciseandDepression.pdf

Source: Colonial First State www.colonialfirststate.com.au —  
Oct 29, 2014

“Like a muscle, the brain 
needs regular training to 
stay healthy. The core of 

neuroplasticity is simple but 
powerful — use it or lose it.”

The transition from work to retirement can be exciting and liberating — 
but it can also be stressful and even confronting.

Boosting happiness and 
mental health in retirement

beyondblue 24 hour help line: 1300 22 46 36


