
Speak to your financial adviser to find out  
more about your investment options.

US inflation concerns 
drive volatility
Recent positive data on US jobs and 

wages has shifted investors’ thinking 

around inflation and the potential for a 

faster increase in the US Federal Reserve 

interest rate than previously expected. 

The job market in the US continues to 

improve with the unemployment rate  

at 4.1% - the lowest level since 2001.  

US Average hourly earnings grew  

2.9% in the year to January, which  

was surprisingly strong and the highest 

level of growth since 2009. This level  

of wage growth combined with a 

tightening labour market is affecting 

investor’s inflation expectations. 

Economic update
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This has led some commentators and 

market participants to start thinking 

that the US Fed may have to raise 

rates four times in 2018 instead of 

three times, which was previously the 

consensus expectation.

Higher interest rates expectations 

resulted in markets being sold down.

Expectations of higher interest rates 

than previously anticipated from 

a share market perspective has 

the effect of decreasing investors’ 

valuations on stocks. This has given 

rise to a sharp fall in US stock prices, 

with the S&P 500 index down over 

10% from its high on 26 January. 

Interestingly, bond markets have also 

experienced losses with the market 

adjusting yields right along the curve 

as bond investors also anticipate 

higher interest rates in the future. This 

movement has resulted in significantly 

higher daily swings than has been seen 

for some time. The increase in volatility 

is, at this point, a reflection of an 

adjustment in the markets. How long it 

could persist is difficult to determine. 

However, the economic fundamentals 

remain sound but valuations remain 

somewhat stretched. So, in light of 

the adjustment to US interest rate 

expectations, depending on what 

investors focus on, determines the 

extent to which the share markets will 

continue to be volatile. 

What about fixed 
interest markets?
With higher interest rates expected 

it makes sense that bond markets 

have seen yields rise across the 

curve. However, unless expectations 

continue to change significantly, the 

volatility in the fixed interest markets 

could be expected to settle down 

relatively quickly. Consensus among 

fixed interest managers is that it will be 

difficult for US 10-year yields to hold 

above 3.0% in the longer term. The 

level of indebtedness makes higher 

rates a problem for the US government 

with its expanding deficit. While the 

economy is improving, significant 

interest rate tightening could be 

damaging to the economy. In Europe, 

higher rates can be expected but there 

has not been any significant changes 

in relation to the drivers of this so it’s 

unlikely the current volatility in markets 

will be significantly affected by Europe 

or any other markets.

Stick to the plan
An investment portfolio that is well 

diversified and built with long-term 

objectives in mind means that while 

these times are worrying for investors 

they are not something we should 

react to. With the strong returns 

experienced recently, a little weakness 

in markets is not unhealthy and quite 

possibly a little overdue.

Source: IOOF 

It take as 
much energy 
to wish as it 
does to plan
Eleanor Roosevelt
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Super opportunity for first home 
buyers and downsizers 
Whether you’re buying your first home or you’re ready to downsize, you may be able to use 
your super to help make the most of your money. These two new schemes support the 
Government’s goal of reducing pressure on housing affordability in Australia.

First home buyers
The ‘First home buyer super saver 

scheme’ allows you to save for a 

deposit for your first home using your 

super account. The benefit of saving 

within your super is the concessional 

tax treatment of super which can 

help you save faster compared to a 

traditional savings account. 

How does it work?

From 1 July 2017, you can make 

your own concessional and non-

concessional contributions into your 

current super account to save for 

your first home. There is no need to 

open a special super account. 

From 1 July 2018, you can apply 

to the ATO to release these 

contributions, along with the earnings 

on the contributions, to fund the 

purchase of your first home when 

you’re ready. 

Who is eligible?

To be eligible you must:

•	 be 18 or over at the time of 

applying for the release of your 

money from super 

•	 have never owned property in 

Australia, including a home or 

investment property

•	 live or intend to live in the property 

for at least six months of the first 

12 months after purchase 

•	 not have withdrawn an amount 

under this scheme before. 

Money that can be released from 

your super account includes:

•	 your non-concessional (after-tax) 

contributions 

•	 your concessional contributions, 

such as salary sacrifice 

contributions and personal 

deductible contributions minus 15 

per cent contribution tax

•	 the associated earnings on the 

above contributions.

Note: The non-concessional 

contributions must be released 

before any concessional 

contributions. Also, super guarantee 

contributions, spouse contributions 

and government co-contributions 

cannot be released. 

How much can you save?

The maximum amount you can 

contribute is: 

•	 up to $15,000 from any one 

financial year, and 

•	 a maximum of $30,000 in total 

across all years. 

This means a couple saving for a first 

home could contribute up to $60,000 

together. 

While the non-concessional 

contributions can be paid tax-free, 

all associated earnings plus any 

concessional contributions in a 

withdrawal will be taxed at your 

marginal tax rate. But, with a 30 per 

cent tax rebate from the government 

this considerably reduces your overall 

tax liability. 

Benefits

This scheme can benefit you if you 

make salary sacrifice or personal 

deductible contributions by:

•	 reducing your tax liability

•	 helping you budget via ‘forced 

savings’, and

•	 taking advantage of the investment 

returns which are usually higher 

than a bank account.

If this scheme interests you, please 

speak to your financial adviser to find 

out whether it’s right for you. 

Downsizers
After 1 July 2018, if you’re over 65 

and sell your home, you can now put 

some of the money you receive into 

your super. 

How does it work?

You can use the money from the sale 

of your house to make a ‘downsizer 

contribution’ to super of up to 

$300,000 or $600,000 for a couple. 

What types of properties are 
included?

The property must be located in 

Australia. It does not need to be 

your current home. It can be your, or 

your partner’s, former home as long 

as you or your partner have owned 

it for more than 10 years and lived 

in it at some point in your life. An 

investment property that neither of 

you have lived in is not eligible. But, 

the property does not need to be 

owned by both members of a couple 

for both of you to make a contribution 

of up to $300,000 to your super. 

Unfortunately, the sale proceeds from 

a houseboat, caravan or mobile home 

cannot be used.

Who is eligible?

You are eligible to take advantage of 

this scheme if you are an Australian 

citizen and aged 65 or over.
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If downsizing and contributing to super is  
something you’re interested in, please contact  
your financial adviser to discuss your particular 
circumstances in detail.
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Unlike the non-concessional 

contributions, the good news is 

that you don’t need to be working 

and there are no age limits to 

making downsizer contributions. 

Also, the total super balance test 

of $1.6 million and the $100,000 

non-concessional contributions 

cap restrictions don’t apply which 

makes it a great option if you want 

to contribute more to super and are 

currently ineligible because of these 

restrictions. 

If you are considering selling your 

property and are interested in 

contributing to your super you should 

hold off selling until after 1 July 2018 

as a property sold before this date is 

ineligible. 

Note: if your family home is currently 

exempt from the Centrelink assets 

test and you sell it and put the 

money into super – your age pension 

entitlement could be affected.

Source: IOOF

Bitcoin: emerging asset or 
speculative mania?
The launch of Bitcoin futures on some major US exchanges has been an important step in the 
development of the cryptocurrency, giving it greater familiarity and wider usage. Still, while 2017 
has seen it evolve from being largely associated with black-market and criminal use, towards 
greater legitimacy, our team’s view is that Bitcoin remains a speculative, immature financial 
instrument based on an experimental technology.

The broad idea behind 
cryptocurrencies is that they can 
provide an efficient alternative 
to traditional ‘fiat’ currencies, 
appealing to those who distrust 
central banks and those who wish 
to conduct transactions, peer-to-
peer, away from the oversight of 
banks and regulators. Whereas fiat 
currencies have their foundations 
in the traditional system of central 
banks and financial intermediaries, 
cryptocurrencies are based on 
networks of cryptography, miners, 
exchanges, and wallets. In theory, 
cryptocurrencies could provide 
low cost, secure, decentralised 
alternatives to fiat money. In 
practice, they are nowhere near 
being ready to stake such claims.

Additionally, cryptocurrencies are 
currently plagued by a number of 
practical problems that would have 
to be overcome before they could 
be seriously considered as plausible 
alternatives to fiat currencies, 
including hacking and theft, 

cryptocurrencies being lost forever 
due to bugs and accidents, the 
market infrastructure beginning to 
look strained, and decentralisation.

Further, the processes supporting 
cryptocurrencies are hugely energy 
consuming, with vast numbers of 
computers operating 24 hours a 
day, running the calculations that 
generate each unit of the digital 
currency.

Another important consideration 
for Bitcoin investors is the growing 
regulatory risk and whether the 
shortcomings of cryptocurrencies 
exposed by their rapid development 
are just teething problems, or rather 
inherent flaws in their design.

Only time will tell if current 
investors will ultimately be 
rewarded for disregarding 
the developing problems of 
cryptocurrencies. Perhaps some 
are chasing a dream that will never 
materialise. Whatever happens, 
both anecdotal evidence and 

the price action suggest that 
there is a considerable degree of 
speculation already embedded in 
cryptocurrencies.

The recent move in Bitcoin is 
looking to us increasingly like a 
speculative mania, rather than 
being evidence of an emerging 
mainstream asset class. The market 
is still very much dominated by 
retail investors and press reports 
highlight some extravagant use of 
leverage. While it is very difficult 
to form a meaningful view of the 
medium-term potential of any 
individual cryptocurrency, the 
combination of parabolic price 
moves, high retail participation, 
and leverage mean that when the 
next Bitcoin dip arrives, it has the 
potential to become a hair-raising 
affair. It is therefore our opinion 
that Bitcoin is still a long way from 
being an investable asset with a 
serious role to play in institutional 
portfolios.

Source: Janus Henderson Investors
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For advice on how to be financially fit in 
retirement, speak to your financial adviser.

Top five fitness tips
There’s no doubt that your financial wellbeing is important to ensure you have a 
comfortable retirement. But, to make the most of it, it’s just as important to have a healthy 
mind and body. 

Physical activity can add years to 

your life, not to mention life to your 

years. While exercise undoubtedly 

helps you maintain or lose weight, it 

also enhances mobility and flexibility, 

reduces the impact of illness, boosts 

your mood and self-confidence, and 

keeps your brain sharp – ultimately 

helping to ward off memory loss, 

dementia and Alzheimer’s disease. 

Renowned Australian aerobics 

pioneer and personal trainer, Wendi 

Carroll, knows this better than most 

and has recently created an on-

demand fitness program called Zest. 

The program has been designed to 

cater for the unique physical activity 

and nutrition needs of baby boomers 

but can be accessed by anyone 

who’s interested in boosting their 

fitness. 

Here are Wendi’s top five health and fitness tips:

1. Consult your doctor

It’s important you talk to your GP 

before starting any exercise program. 

They’ll need to give you the all clear 

and can also recommend what areas 

you need to focus on. 

2. Start slowly

Your head might still think you’re 

30 but your body will soon tell you 

otherwise! Don’t get discouraged if 

you tire out quickly at the beginning 

– just get plenty of rest between 

sessions. You should look to do 

about 150 minutes of low impact, 

moderate intensity physical activity a 

week. This can be broken down into 

10 or 15 minute increments two or 

three times a day. 

3. Find something you enjoy

If you’re having fun, you’re more 

likely to keep doing it. There are so 

many different ways to exercise, 

whether it’s an online program, Tai 

Chi, water aerobics or going for a 

stroll along the beach. 

4. Exercise with friends

You’ll be more motivated to continue 

if you’re working out with friends. 

But if you can’t find anyone to join 

you, sign up with your local gym, 

council run classes or an online 

program or forum. 

5. Think of your food as 
medicine

Try eating healthy, colourful, 

seasonal, fresh food that you cook 

yourself so you really get the best 

fuel possible. Stay away from 

processed foods and sugary drinks.

Make healthy normal and get up and 

get moving, it’s never too late to 

start. Your ability to enjoy your hard 

earned money in retirement means 

keeping fit and healthy. 

Source: IOOF
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