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On the positive, inflation has remained at a two-year low giving some commentators
confidence of a rate cut in the coming months. CPI was steady at 3.4% in the 12
months to January. In other good news, business capital investment rose in the
December quarter to be 7.9% higher than it was 12 months before and average weekly
earnings rose by 4.5% or $81 per week.

It has been a mixed report for retail, with a 1.1% increase in sales for January but that
wasn’t enough to make up for the 2.1% loss in December.The Australian dollar remains
in the doldrums, weakening below 65.2 US cents after reaching a high of 69.48 near the
end of 2023.

Australian shares were up by just over 1% for the month after a shaky start thanks to
worries over US interest rates and China. US stocks edged higher during February with
the S&P 500 and the Dow Jones Industrial Average reaching record highs during the
month. February was dominated by news of the massive profit report by artificial
intelligence chipmaker Nvidia, which had a massive effect on markets across the world.
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General Advice Warning: This advice may not be suitable to you because it contains general advice that has not been tailored to your personal circumstances. Please seek personal financial advice prior to
acting on this information. Investment Performance: Past performance is not a reliable guide to future returns as future returns may differ from and be more or less volatile than past returns



TAX CHANGES:

How will they
impact you?

Prime Minister Anthony Albanese has announced proposed
changes to address ongoing cost of living pressures with
all 13.6 million Australian taxpayers receiving a tax cut from
1 July 2024, compared to the tax they paid in 2023-24.

Now is the time to assess what it means
to your hip pocket and what implications
it may have for end of financial year
planning as a result of the new rules,
due from 1 July 2024.

The Federal Government has recently
announced changes to the third stage of
a series of tax reforms introduced by the
previous Coalition government almost
six years ago which were designed to
deliver tax cuts to most, simplify the

tax system and protect middle income
earners from tax bracket creep.

The new rules will see the current lowest
tax rate reduced from 19 per cent to 16
per cent and the 32.5 per cent marginal
tax rate reduced to 30 per cent for
individuals earning between $45,001
and $135,000.

The current 37 per cent marginal tax
rate will be retained for those earning
between $135,001 and $190,000, while
the existing 45 per cent rate will now
apply to income earners with taxable
incomes exceeding $190,000.

In addition, the low-income threshold for
Medicare levy purposes will be increased
for the current financial year (2023-24).

A single taxpayer with a taxable income
of $190,000 paid $59,967 tax in 2023-
24. Under the revised rules, they will
now pay $55,438 tax, a tax cut of
$4,529. While still a reduction in tax paid,

this compares with the $7,575 tax cut
received if the original Stage 3 tax cuts
had proceeded.

On the other hand, low-income earners
will receive a bigger tax cut under the
revised rules.

A single taxpayer with a taxable income
of $40,000 who paid $4,367 in tax in
2023 24, would have received no benefit
from the original Stage 3 tax plan, but
will now receive a tax cut of $654 under
the revised rules.

For high-income earners, the key
take-away from the government’s new
changes to the tax rules is you will
now receive a lower amount of after-
tax income than you may have been
expecting from 1 July 2024.

This reduction makes it sensible to
revisit any investment strategies you
had planned to take advantage from
your larger tax cut to ensure they still
stack up.

For example, the smaller tax cut for
some may impact the effectiveness of
property investment.

Investment strategies such as negative
gearing into property or shares, however,
may become more attractive. Particularly
for investors close to the new tax
thresholds and looking for opportunities
to avoid moving onto a higher tax rate.

Investors considering repairs

or maintenance for an existing
investment property should

revisit when these activities are
undertaken. Depending on your
circumstances, this expenditure
may be more suitable in the current
financial year given the difference in
tax rates starting 1 July 2024.

Selling an asset liable for CGT also
needs to be reviewed to determine
the most appropriate financial year
for the best tax outcome.

Other investment strategies that
may need to be revisited include
those involving making contributions
into your super account.

If you are considering bringing
forward tax-deductible personal
super contributions, making
carry-forward concessional
contributions, or salary sacrificing
additional amounts before 30
June, you should seek advice to
ensure the timing of your strategy
still makes sense.

If you would like help with reviewing
your investment strategies or
superannuation contributions in light
of the new rules, contact us today.

i https:/treasury.gov.au/sites/default/
files/2024-01/tax-cuts-government-fact-
sheet.pdf



INnvesting

Investing successfully and improving your investment portfolio can be as much
about minimising mistakes as trying to pick the ‘next big thing’. It’s all about taking
a calm and considered approach and not blindly following trends or hot tips.

Let’s delve into some of the most
prevalent investment mistakes and
look at the principles that underpin a
robust and successful portfolio.

Every so often there are industries or
shares that are all over the media and
you may begin to worry that you are
missing out on something. Jumping
on every trend is like trying to catch

a wave; you might ride it for a bit, but
you’re bound to wipe out sooner or
later. That’s because the hot tips and
‘buy now’ rumours often don’t pass
the fundamentals of investing test.

The key is to keep a cool head and
remember that the real winners are
often the ones playing the long game.

What would you like your investment
portfolio to achieve? Understanding
your motivations and goals will help
you to choose investments that work
best for you.

If you want to build wealth for a
comfortable retirement, say 20 to

30 years down the track, you can
afford to invest in riskier investments
to play the long-term game. If you
have already retired and plan to rely
on income from your portfolio, then
your focus will be on investments that
provide consistent dividends and less
on capital growth.

Timing the market involves buying
and selling shares based on
expected price movements but at
best, you can only ever make an
educated guess and then get lucky.
At worst, you will fail.

As the world-renowned investor
Peter Lynch wrote in his book

Learn to Earn: “Far more money

has been lost by investors trying to
anticipate corrections, than lost in the
corrections themselves”.

This is one of the classic concepts
of investing but it’s worth
repeating because, unless you are
regularly reviewing your portfolio,
you may be breaking the rule.

Diversifying your portfolio allows
you to spread the risk when one
particular share or market is
performing badly.

Diversification can include
different countries (such as
adding international shares to
your portfolio), other financial
instruments (bonds, currency,
real estate investment trusts,
exchange traded funds), and
industry sectors (ensuring a
spread across various sectors
such as healthcare, retail, energy,
information technology).

While diversification is key, how do you
achieve it? The answer is by setting

an asset allocation plan in place and
reviewing it regularly.

How much exposure do you want to
diversify into defensive and growth
assets? Within them, how much should
be invested in the underlying asset
classes such as domestic shares,
international shares, property, cash,
fixed interest and alternatives.

The financial markets are volatile and that
often leads investors to make decisions
that in hindsight seem irrational. During
the COVID-19 pandemic, on 23 March
2020 the ASX 200 was 35 per cent below
its 20 February 2020 peak." By May 2021,
the ASX 200 crossed the 20 February
2020 peak. Many investors may have
made an emotional decision to sell out
during the falling market in March 2020
but then would have missed the some of
the uplift in the following months in.

Seeking out quality and trustworthy
financial advice can help to minimise
investment mistakes. Give us a call if you
would like to discuss options for growing
your portfolio.

i https://worth.com/from-the-archives-fear-of-crashing/

i https://www.rba.gov.au/publications/bulletin/2022/
mar/australian-securities-markets-through-the-covid-
19-pandemic.html



How will you use
your super?

We spend decades watching our
super balances grow but for those
thinking about retirement in the next
few years, it can be confusing to
work out how best to use your super.

Here are some of the considerations for the
popular options.

Easing into retirement

You can keep working and receive regular
payments from your super when you have
reached your super preservation age

(55 to 60, depending on your date of birth)
and are under 65.

Using a transition-to-retirement income
stream allows you to reduce your working
hours while maintaining your income. To
take advantage of this option you must use
a minimum 4 per cent and a maximum 10
per cent of your super account balance
each financial year.

A transition-to-retirement strategy is not
for everyone, and the rules are complex.

It is important to get independent financial
advice to make sure it works for you.

PROS

¢ Allows you to ease into retirement by
working less but receiving the same
income, using the transition-to-retirement
income stream to top up your salary.

e [f there is spare cash each week
or month, you can make extra
contributions to boost your super,
perhaps by salary sacrifice if it suits you.

e There are tax benefits. If you are
above 60, the transition-to-retirement
pension payments are tax-free
(although the earnings in the fund will
continue to be taxed).

CONS

e For people between 55 to 59, the
taxable portion of the transition-
to-retirement pension payments
is taxed at your marginal tax rate,
however you will receive a 15 per
cent tax offset.

e \Withdrawing money from super
reduces the amount you have later
for when you retire.

e |t may affect Centrelink entitlements

Taking a retirement
pension

This is the most common type of
retirement income stream. It provides a
regular income once you retire and you can
take as much as you like as long as you
don’t exceed the lifetime limit, known as
the transfer balance cap.

PROS

e While there is a minimum amount
you must withdraw each year, there is
no maximum.

e There is flexibility — you can receive
pension payments weekly, fortnightly,
monthly or even annually.

e You can still choose to return to work
and it won't affect income stream you
have already commenced.

CONS

e The account-based pension may affect
your Centrelink entitiements

e There is a risk that the amount in your
super to draw on might not last as long
as you do

e The amount you can use for your
pension is limited by the transfer
balance cap.

Withdrawing a
lump sum

You can choose to take your super as a
lump sum or a combination of pension and
lump sum payments, once you have met
the working and age rules.

PROS

e Gives you a chance to pay off any debts
to help relieve any financial pressures.

e Allows you to make an investment
outside super in a property, for example.

e Pay little or no tax if you are 60
and older.

CONS
e [f you are using the lump sum to invest,
you may pay more tax

e Reducing your super balance now,
means less for later

¢ Receiving a lot of money at once
may encourage you to spend more
than is wise

Access to SMSF funds

There are a number of additional issues
to consider for those with self-managed
super funds (SMSFs). For example,

you will need to carefully check your
Trust Deed for any rules or restrictions
for accessing your super and consider
how your fund can meet pension
requirements if it holds large assets
that are not cash, such as a property.

[t essential to consult a financial planner
to understand your circumstances.

The process of choosing the best
approach for your retirement income can
be daunting so let us walk you through
the options and advise on the most
appropriate strategies.



