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keep you informed of changes as they happen, but we also want to provide ideas to
help you live the life you want — now and in the future.

If you would like to discuss any of the issues raised in this newsletter, please don’t
hesitate to contact us.

In the meantime we hope you enjoy the read.

All the best,
The team at Financial One
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How Investment market volatility
could affect your super

You may hear about investment
market volatility and think it

has nothing to do with you,
especially if you don’t own any
investments, such as shares.

So, it may surprise you to learn that most
working Australians are investors in the
share market through their super. In fact,
Australia’s super funds are one of the major
investors in the Australian share market.

Super funds also invest in other types of
investments such as global shares, cash,
fixed income, bonds, both listed and unlisted
infrastructure, both listed and unlisted
property, and private equity. Each of these
has its own risk profile; assets such as
shares, infrastructure, property and private
equity tend to be more volatile — or prone
to share price fluctuations — but this higher
level of risk usually comes with higher
financial returns. By contrast, investments
such as cash and bonds are lower risk, but
the amount of money you can earn from
these investments is also typically lower.

While you may not necessarily select which
assets your fund invests in on your behalf,
you can have control over how your super
is invested more broadly by contacting your
super fund and choosing an investment
option. While the investment options differ
from fund to fund, most offer options such
as conservative, balanced, growth and high
growth. As the names indicate, the risk and
return profile of each option is different.

A conservative option would typically be
lower risk, with a larger percentage of your
money in cash, fixed income and bonds and
a focus on preserving your super balance.
Generally, this type of option would usually
be fairly low risk and provide lower stable
financial returns. A high growth option would
typically invest a larger percentage of your

money in shares, infrastructure, property
and private equity, with a focus on growing
your super balance. The level of return

has the potential to be high as is the level
of risk, depending on market cycles.

If you don’t choose an investment
option, the default option for most funds
is either a balanced or growth option
—and around 80% of Australian super
accounts are invested in their fund’s
default option. This means that for most
Australians, while your super may have
some exposure to higher-risk assets, this
would be balanced by lower-risk assets.

Whether the impact of investment market
volatility is something you should focus
on probably depends on how close you
are to retiring.

Young people and mid-lifers

Depending on what your long-term
objectives are, if you're a young person

or mid-lifer who is accumulating super

and whose retirement is some way away,
investment market falls may be of less
concern. Super is a long-term investment,
and history indicates that markets do
eventually recover, so it may be best to
turn down the noise and remain focused
on your long-term objectives. You can
always speak to a professional adviser and
consider all your options before deciding
what the best long-term strategy is for you.

If you switch investment options from

a higher-risk option to a lower-risk one
during a market fall this means your super
fund will sell the higher-risk assets it owns
on your behalf to buy the new lower-risk
assets. As a consequence, the high-risk
assets may be sold at lower prices and
this can in turn lock in the losses. It also
means that you might miss out on the
growth that comes when markets recover.

When markets fall it’s worth looking at the
positives and when it comes to your super
there are a couple. Firstly, Australian super
funds have performed strongly over the past
few years, so your super has probably been
growing at a rate above historical averages.
Secondly, for people with a long-term
investment horizon, investment market falls can
be beneficial, as they allow your super fund to
buy investments at a lower cost now, and these
have the potential to rise in value over time.

Pre-retirees

For those closer to retirement, it can be more
difficult to overlook and ignore investment
market volatility. As you approach retirement,
you may be invested in a conservative
investment option to protect your super.

If you decide you want to make a change to
your investment mix in response to market
falls, for an option that offers greater diversity
or more protection, doing so when markets
are down may mean locking in losses. If you
decide to make a change, it may be better
to do this gradually after considering all your
options and speak to us.

Retirees

People who have already retired and have
taken their super can also be affected when
investment markets fall. If the money from
your super is now invested in an account-
based pension (allocated pension or annuity)
or similar product, you must meet the
Australian Government’s minimum super
drawdown requirements. These requirements
outline the percentage of the super that
must be withdrawn each year, based on your
age. To avoid having to sell assets at a loss
to fund the drawdown requirements when
investment markets fall, it may be worth
trying to meet these requirements using
other assets, such as cash or term deposits.

Before making any changes to your super
or your income in retirement, call us today,
we’re here to help.
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11 things to know about your super

If you want to know more about how your super balance compares, where your
money’s invested, or who'll get your super if you pass away, this list is for you.

Super is there to provide you with an income
when you stop working and it may provide a
tax-effective way to save for your retirement
over the long-term.

In time, your super may become one of your
largest assets so it’s a good reason why you
may want to pay closer attention to it.

Generally, your super savings will build up
over the course of your working life, as money
you earn is put into super by yourself, or by
your employer under the super guarantee, if
you're eligible.

You can make additional voluntary
contributions to your super to boost your
retirement savings if you choose to. However,
there are limits on the amount you can
contribute each year and there are separate
caps, depending on the types of contributions
you're making.

Any time money is deposited into your super,
it’s invested on your behalf by the trustee of
your super fund.

Investments can be made into property, shares,
cash deposits and other assets depending

on your default investment profile, or if you've
made your own investment selections.

Most funds will allow you to choose from a
range or mix of investment options and asset
classes and choosing the most suitable option
will typically come down to your attitude to risk
and the time you have available to invest. For
instance, some people may choose to take on
more risk with the potential for higher returns in
their younger years, but then change to more
conservative options with lower returns as they
get older.

Super guarantee (or SG) contributions made
by your employer, if you're eligible, should be
10.5% of your ordinary (not overtime) earnings.

Meanwhile, as these contributions may be the
foundation of your future savings, it's important
to check they’re being paid correctly.

Keep in mind, employer super contributions
also only have to be paid into your fund four
times a year (at a minimum), on dates set by
the ATO, which means your super may be paid
at different times to your employment income.

If your employer hasn'’t paid your super, speak
to the person who handles the payroll at your
work. If you're not satisfied with what they tell
you, you can lodge an unpaid super enquiry
with the ATO.

In many cases you can check out your super
balance online via your super fund’s website or
the statements they send you.

If you're interested to know how your
balance fares and what you might need
each year in retirement, the Association of
Superannuation Funds of Australia puts out
a report each quarter.

According to the March 2022 figures,
individuals and couples, around age 67, who
are looking to retire today, may need the
suggested annual budgets below to fund
different retirement lifestyles'.

ASFA figures are based on the assumption
people own their home outright and are relatively
healthy' and are compared to the government’s
current maximum age pension rates.

(These rates assume the maximum pension
supplement and the energy supplement).

Comfortable | Modest | Full age
lifestyle lifestyle | pension rate

Single
(annual
budget)

Couple
(annual
budget)

$46,494 $29,632 $25,678

$65,445 $42,621 $38,709

At last count, there was more than $13 billion
in lost and unclaimed super waiting to be
claimed across Australia'.

That can happen when you set up a new
super fund and forget to roll over what you
accumulated in a previous one, or if you forget
to update your details with your providers
when you change them.

You can search for lost or unclaimed super by
doing a super search with your current super
fund or by logging into your MyGov account.

If you have more than one super account,
there may be advantages to rolling your
accounts into one, such as paying one set of
fees and less paperwork.

If you consolidate, make sure you don't risk
losing features and benefits including life
and other insurance that may be attached
to the account .

Most super funds let you pay for personal
insurance out of the money in your super fund,
but there are pros and cons worth weighing up.

For instance, insurance through super can
often be cheaper than personal insurance
bought outside super, but you may not get the
same level of cover.

If you don’t nominate a beneficiary with
your super fund, your super fund may
decide who receives your super money
when you pass away, regardless of what
you have in your will.

There are generally two types of beneficiary
nominations you can make: binding and
non-binding.

If you make a binding nomination, your super
fund is required to pay your benefit to who
you've nominated, as long as the nomination is
valid when you pass away. Keep in mind, some
binding nominations are lapsing and may only
remain valid for three years.

If you make a non-binding nomination, your
super fund will have the final say as to who
receives your super benefits, but they will
attempt to find all potential beneficiaries and
decide who's the most appropriate.

The government sets general rules around
when you can access your super, which
typically won’t be until you reach your
preservation age (which will be between
55 and 60, depending on when you were
born) and meet a condition of release,
such as retirement.

At this time, you may choose to take the
money as a lump sum, income stream, or
even a bit of both.

There may be some special circumstances
where you may be able to withdraw your
super early.

Once you turn 75, generally you can no longer
make voluntary contributions to your super,
with some exceptions, which may include

if you're selling your home and making a
downsizer contribution.

Compulsory SG contributions made by
your employer, if you're still working, can
still be paid.

Many people think of their super as an
investment that takes care of itself, but the
choices you make about your super today,
could make a big difference to your quality of
life later on.

i,i  ASFA Retirement Standard — March 2022 figures
ii - ATO Lost and unclaimed super by postcode
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How to save for retirement in your 40s

Retirement can start to feel closer when you’re in your 40s. Fortunately,
there’s still plenty of time to make decisions that could have a positive
impact on your future financial wellbeing.

Key points:

— On average, couples need nearly $65,000
a year to live comfortably in retirement

— Thanks to the pandemic, many of us spend
some time working from home. Channel your
work commute savings into your investments.

— There are numerous strategies to reduce your
debts. Some are easier than you might think.

— Start early when it comes to giving your
kids a healthy understanding of money.

— Did you know that many superannuation
funds have life insurance included?

By the time you’re in your 40s you'll
potentially be earning more money than you
may have previously — but you may also
have unexpected or unwelcome expenses,
like divorce. At this age you might also put
retirement planning on the backburner

in favour of more pressing financial
commitments, such as your home loan and
kids’ school fees. Use these potential life
changes as the impetus to re-evaluate your
assets and income and look at how you can
maximise savings for your retirement.

In your 40s, retirement age is still at least 20
years away and, while that seems like plenty
of time, your decisions now can help secure
your financial future. Read on to find smart
ways to save for retirement whilst in your 40s.

Keep tabs on how much you're likely

to need in retirement by checking the
retirement standards published quarterly by
the Association of Superannuation Funds of
Australia (ASFA)'. Calculate this against your
own super balance to give you an idea of
how soon you'll be able to say goodbye to
the 9 to 5.

According to ASFA's March 2022 figures,
individuals and couples around age 65 who
are looking to retire today would need an
annual budget of around $46,494 or $65,445
respectively to fund a ‘comfortable’ lifestyle.

To live a modest lifestyle, which is
considered slightly better than living on the
age pension alone, individuals and couples
would need an annual budget of around
$29,632 or $42,621 respectively.

While your financial goals in your 20s and
30s may have been idealistic, as you get
closer to retirement, they should become
realistic. It's time to develop a clear plan
for your savings, with achievable short, mid
and long-term targets working toward your
overall retirement goal.

Your 40s are typically peak earning years. It’s
important you consider funnelling some of this
cash into actively saving for your retirement.

Become more mindful around spending on
big-ticket items as well — before a splurge,
try taking a day (or a week) to give yourself
time to think about how much you really
need the item. You'll be surprised at how
often you decide it’s not essential to your
life, and the money you save can be added
to your retirement savings instead.

Your super might be ticking along, but what
about other investments? It's not too late to
start saving and investing. Work out what
style of investor you are so you have a better
understanding of how comfortable you are
with risk. Then talk to a financial adviser
about creating a portfolio that suits you,
which might include property, shares and
other investment classes.

Entering retirement with debt means juggling
repayments with a high interest rate, which
will eat into your retirement income.

To enter retirement debt free, look at

paying off your home loan before you retire.
Preparing for retirement in your 40s might
mean getting a better deal on interest rates
or creating a budget that allows you to make
extra contributions to your home loan, above
your minimum monthly repayments.

Make sure you pay off your credit card
balance in full each month, so you don’t
accumulate interest. Be cautious about
borrowing money that you won'’t be able to
pay off in a short period of time.

TIP 1: Not all debts are the same. It's a good
idea to understand which are ‘good’ and
which are ‘bad’, and which you should be
paying off first.

TIP 2: Do you have an emergency fund
in place? It's a good idea to consider an
emergency fund if you haven’t already.

Whether there’s an unexpected emergency
or you suffer an ongoing illness, having

the right kind of insurance can help create
peace of mind when you need it most.

Review your private health insurance to make
sure it’s still right for your needs, particularly
if your circumstances have changed or you
have a growing family. Income protection
and life insurance help to protect you and
your family if you can’t work due to injury or
iliness, so you can continue to pay the bills
without dipping into your savings.

Your kids mean the world to you — we get it.
But their education doesn’t have to come at
the expense of your retirement. As part of
your retirement planning, consider setting up
a separate savings account to fund things
like your kids” education fees, so you don’t
have to dip into your retirement fund. As an
alternative, aggressively paying down your
home loan may give you access to a re-draw
facility which could assist with education
costs down the track.

Show your children how and why you’re
cutting back on discretionary spending
(meals out, trips to the movies) to make
their long-term goals (like getting a job)
a priority. They’re never too young to
develop a healthy understanding of
finances and budgeting.

Speak to us today if you would like to invest
more for your retirement.

i,i ASFA Retirement Standard, March 2022 quarter
© AWM Services Pty Ltd. First published Jul 2022



