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Good Morning 

Well... another year is nearly done and dusted! What a year it has been! It
certainly hasn't been uneventful!
 

Internationally

Internationally, we have had to deal with the initial shock and dismay of both the Brexit vote and Trump making his way
into the White House. If you had asked me at the beginning of 2016, whether I expected either of these events to take
place, I would have more than likely have replied with a definite "no". 

It is what it is though, and the markets, despite the initial shocked response have responded moderately to these
changes. The true impact of Brexit won’t become evident for many years yet though the British Pound has definitely
taken a beating!

Given Trump is not even inaugurated until 20th January, it is difficult to anticipate the true impact of his appointment. He
has stepped back from many of his campaign promises and much of what he wants to do requires congressional
approval so he does not have absolute control.

Many investment analysts are cautiously optimistic regarding some of his taxation policies and their impact on generating
growth in the U.S. economy. The stat I heard the other day was that only 209 of the 450 nonenergy companies on the
S&P500 paid a dollar of tax in the US in the last 12 months. The theory is  if  the corporate tax rate falls from 35% to
20%, the incentive to avoid tax in the US is reduced and the tax take rises. 

Only time will tell but the US has to do something about this.

Last week, the U.S Reserve has increased interest rates by 0.25%, and as
much as this might concern the average investor, it should be viewed a
positive reflection of the U.S economy. Rates only increase where there is
substantiated, real job growth and inflation. There has not been "real" job
growth in America for a long time, so this is a signal that the U.S economy is
on the improve. Indeed, longer term expectation have risen materially on
Trumps election so watch for more rises next year.

The ongoing upheavals and terrible news that emanates out of Syria, in
particular, and Iraq and Afghanistan, indicates that the world will continues
to struggle with humanitarian concerns well into 2016. It will also be interesting to watch Russia's movements across the
former Soviet Union territory, under a more conciliatory Trump government.

Of more immediate concern to us here in Australia in 2017, is the continuing unrest in the South China Sea and Trump’s
apparent belief that  Asia-Pacific nations such as Australia should be more involved. It will be interesting to see how
Australia can remain a somewhat neutral  bystander in this regional tussle.

 
Closer to home...

The Government has finally passed it’s superannuation legislation. We have covered this off many times so I won’t
regurgitate it again here and we will be discussing this at our reviews over the coming 6 months.

In addition, the new Centrelink assets test limits come into effect on the 1st of January. The outcome of these changes



are the some people on the lower end of the asset scale (ie assets less than $400k)
and getting most, but not all of the aged pension, may get an increase. People with
more than around $500k of assets may see their Aged Pension fall and people with
more than around $800k of assets may see their Aged Pension disappear altogether
(but retain the Health card). 

 
There is not a lot you can do get around these changes other than:

1.    Ensure any super is in the name of a partner under the age of 65 (if possible, and be aware of the $1.6m rule)

2.    Renovate the house (home is not included in the assets test)

3.    Buy a funeral bond (nice thought…)

4.    Annuities: come and see us for a chat  about the positives (potential future beneficial assets test treatment)
and the negatives (low returns) of these products

As is the CSP mantra, regardless of all the noise and commentary, it is critical
to have confidence in how your portfolio is invested, to ensure that you can
ride out the market instability. 

The CSP Three Bucket Retirement Program enables our clients to not have
to sell their investments when the markets are low, and to manage their cash
flow so that they can retire on their own terms. 
 

 

We have included the latest market update from Colonial First State and DNR Capital , which will provide some great
context regarding the current economic conditions and the impact on markets.

If you have any questions or wish to discuss your personal circumstances with us in greater detail, please feel free to
give the CSP office a call.

Have a wonderful Christmas, and I look forward to touching base with you in 2017. 

Merry Christmas!

 

https://www.humanservices.gov.au/customer/enablers/changes-pension-assets-test
http://www.csp.com.au/contact/
mailto:mail@csp.com.au


 

 

 
PORTFOLIO REVIEW : December 2016
We have observed a major shift in markets over November, triggered by the Trump
election win.
This has driven a major change in market leadership as interest rates rise and the
market begins to anticipate greater inflation and growth. This month we discuss the
change in policy settings, the changes in the economic environment and how we
have positioned our portfolios in response.
 

 
 

 

 

 

 
Kind regards,
Robert White | Chief Executive Officer
 

 
THE CURRENT ECONOMIC LANDSCAPE : December 2016

Nothing is changing

When the Global Financial Crisis (GFC) spread across the world through 2007-2008, the economic impact was deep and
significant, leading to recession in many of the world’s major economies. This recession was then followed by a solid
recovery in 2010, as both fiscal and monetary policy action was taken to restore growth.
 
However, since 2012 global economic growth has remained at around 3% pa each year. 2016 and 2017 look like they
will see growth very close to this level, despite the extraordinary amount of policy easing currently in the global economy.
In many ways, the current economic environment is nothing new. The world seems stuck in a low growth; low inflation;
low interest rates environment.
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