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A new year with  

new opportunities

It is a pleasure to wish you a happy new 

year and we hope it is one filled with new 

opportunities for you. As always, we will 

be looking to partner with you to get the 

most out of life with financial advice that 

is focused on your lifestyle and what is 

important to you.

In this edition, our article on how financial 

needs can change through various stages 

of life is a timely reminder of just how 

important it is to align your financial 

planning with the needs and opportunities 

that emerge through life’s twists and turns. 

Getting the right advice along the way can 

make a world of difference.

Quality advice is never more important 

than when it applies to your financial 

security and our story on the importance of 

‘guaranteed renewability’ on your personal 

insurance underscores the need not to take 

anything for granted. It’s essential reading 

if you are concerned about protecting what 

really matters.

Aged care is an increasingly important 

issue for elderly relatives and for ourselves. 

Our birds-eye view in this edition of the 

costs and rules surrounding aged care 

accommodation is a great starting point 

for exploring this complex area – it is never 

too early to start.
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Life changing checkpoints 

Continued page 2

Few things in life are ever constant. The ebb and flow of events 

and experiences will constantly change, as will our desires 

and objectives. What we value and pursue in our youth is very 

different to what has priority in our later years. Our financial 

planning therefore must constantly adapt and adjust to key 

life changes. 

Planning proactively vs responding reactively

While no two people will ever have exactly the same life experience, there are key 

markers and events in life that are generally common to all of us. Our relationships, 

employment, purchases and pastimes are all unique to each of us, but all have a 

common thread. These events can have a profound effect on our priorities and on our 

financial situation, but our financial success depends greatly on whether we choose to 

plan proactively around these life events or simply allow them to happen and ‘take  

your chances’.

Let’s take a birds-eye view of what some of these key events and life stages are and 

how we can respond to them in our financial planning. 

Finding our feet in the early years

No one ever forgets the surge of independence they get from their first pay packet, 

the thrill of moving out of home for the first time, or the excitement of committing to 
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Financial Advice

Continued from page 1

a relationship with a life partner. Our twenties and thirties are a 

succession of milestone events like this that have huge impacts 

on our lifestyle and our financial situation.

Before long you might start a family and take the leap into 

mortgage hood. Simultaneous to that, you may be climbing  

the corporate ladder, or perhaps stepping out into your own 

business.  The challenges, possibilities and opportunities come 

thick and fast.

So how do your finances cope through all these changes? What 

decisions can you make in these formative years that will impact 

on your financial success and security for the rest of your life? A 

wise person once said that those who spend before they save 

will always end up working for the people who save before they 

spend. This may sound simplistic, but the principle it illustrates 

is clear; it is critical to make conscious, informed and thoughtful 

decisions about your finances during these years in order to set 

yourself up for a lifetime.

Establishing a good savings habit is a starting point and this 

needs to be coupled with well controlled use of debt, so that you 

are living within your means. Beyond this, however, it is important 

to develop a serious attitude to investing to grow your net 

worth, acquiring of assets and the protection of lifestyle through 

personal insurance. Taking advantage of superannuation’s tax 

efficiencies and long term savings potential is also paramount, in 

order to get the power of compound interest working for you. 

Building on an established base

As you move to middle age, there are many events that will 

continue to impact your financial health and direction. Your 

income may well be increasing, or there may be new career 

opportunities presenting themselves. At the same time, your 

expenses may be increasing through additions to the family  

and the burden of education costs will be growing. You may  

need to upgrade the size of your residence and expand your 

mortgage too.

All these events will require deliberate and decisive actions in 

your financial planning. Budgeting becomes more important 

as your commitments grow. Your personal insurance must 

be continually reviewed to reflect the burgeoning financial 

responsibility that a family and a mortgage place on you. On 

the growth side, your savings habits need to continue and your 

investments and super need to gain increasing sophistication and 

diversity to ensure you are maximising wealth accumulation. 

Making the most of new opportunities

As we move deeper into middle age and start to see the allure 

of retirement in the distance, there will eventually come a point 

where expenses and income will peak, plateau and start to taper 

off. This will vary in timing from person to person, but key events 

such as children maturing and leaving home and the paying off of 

a mortgage can present golden opportunities to accelerate your 

financial position, if you are diligent with your financial planning.

As your discretionary income increases in later middle age it is 

easy to fritter it away in casual spending, but by keeping your eye 

on the financial planning ball you can really set yourself up for 

retirement. Your investment portfolio can be boosted and further 

diversified and your superannuation can be given a shot in the 

arm to maximise tax benefits.

In the last five years leading up to retirement you can also start 

to access strategies, such as transition to retirement, which will 

maximise tax benefits and either accelerate your overall growth 

or allow you to scale down work commitments more quickly.

Your personal insurance still requires attention, even though 

liabilities are contracting. This means managing the reduction of 

insurance in a measured way to avoid exposure to the increasing 

financial risk of illness.

Retiring in style

Once you finally take the plunge into retirement your financial 

planning must continue to be objectively focused so that you can 

set yourself up for a worry free future. This needs to involve the 

careful selection of investment assets and income stream plans, 

together with maximising social security benefits.

Critical to whatever investment decisions you make is a close 

consideration of what lifestyle and activities you want to enjoy 

in retirement, so that your investments serve a specific purpose, 

rather than being managed adhoc.

Why advice is so important

Even from this quick summary it is easy to see how challenging it 

can be to try and manage all of the financial decisions you need 

to make throughout your life. That is where a financial adviser 

can be so integral to the process. They can offer objective and 

informed guidance through all stages to ensure your financial 

strategy is well matched to your life goals and robust enough to 

withstand all of life’s twists and turns. It pays to have qualified, 

professional advice on your side every step of the way.

Call our office today to explore the possibilities for 

your future. 
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2016 has seen the worst start to a year in financial markets 

history. We went into the New Year with the ClearView funds 

positioned defensively. We are overweight more defensive 

investments, such as bonds and cash; and within the growth 

portion of portfolios we favour the more defensive end of stock 

markets, such as infrastructure companies. 

So we are hardly raging bulls; but we also don’t think this is  

the start of the next Global Financial Crisis (GFC) à la 2008.  

Let’s explain why.

What has happened? 

As in the last bout of volatility, in August last year, equity 

markets have sold off around the world led by Chinese shares. 

The Shanghai stock market (the main share market in China) has 

lost near to a quarter of its value in just the first month of the 

year. MSCI World (a broad index of developed market shares) 

and Australian shares are down by 6%.

Oil took another leg down, tumbling 30% at one point to below 

30 US dollars a barrel.

Finally, the Renminbi (the Chinese currency), has again been 

allowed to depreciate by the Chinese authorities without 

explanation and taking markets by surprise (this was also one of 

the triggers for the market gyrations in August last year).

These three factors have combined to take a sledge hammer to 

investor sentiment. There are fears that the Chinese government 

is losing control as the economy spirals into recession, which in 

turn would then bring the rest of the world down with it.

The larger issues at play

China is attempting to transition from an economic model  

driven by investment (i.e. building apartments, bridges, roads, 

etc.) and exports to one with more of a role for domestic 

consumption and services; and with more of a role for 

financial markets. This transition is just getting underway 

and is not something that will happen overnight. It is likely to 

be a dominant theme for investors for the next decade. This 

necessarily involves headline growth for China coming down to  

a still very respectable 3-4% rather than the double digits 

growth of old. This is not new news.

Leading economic indicators such as Purchasing Manager 

Indices (PMIs) are still in reasonable shape. The big exception to 

this is the US manufacturing PMI is now below 50, the dividing 

line between recession and expansion, as the high US dollar 

takes its toll on US exporters. However, services are still holding 

up, and this is what makes up 80% of the US economy. The 

US labour market is in rude good health. Europe continues to 

recover, albeit from a low base.

US shale oil and the ending of sanctions against Iran has led 

to oversupply and the effective breakdown of the OPEC cartel’s 

ability to influence the oil price

However, a fall in the oil price is effectively a transfer of wealth 

from contributors to the global savings glut, i.e. the Gulf 

States, to developed market consumers. And it is a persistent 

lack of aggregate demand (i.e. people buying things) that 

has continually held back the world economy post GFC. So a 

fall in the oil price is net/net a good thing; not something to 

trigger worries of global recession. The pain for oil producers 

and associated oil services companies is felt first however. US 

consumers have not yet started spending the extra money they 

now have in their pockets and are instead saving it. 

Don’t sell everything

We’re not going to sugar-coat things: we are late in the cycle 

and the bull market is getting pretty long in the tooth (if not 

straight out over). That doesn’t mean however that investors 

should now hit the panic button and switch into 100% cash. 

Timing markets requires getting not just the time to sell right; 

but also the time to buy. Very difficult to do in practice.       

Valuations had run ahead of fundamentals. There are now more 

opportunities for good stock pickers to buy solid companies with 

good prospects of growing revenues at a more reasonable price. 

We believe we have some very good stock pickers in the form of 

the fund managers we have selected as “best of breed” in each 

asset class used in the ClearView funds.

This is the time to stick to a disciplined approach, look through 

the market noise, and maintain a diversified portfolio across 

asset classes.

Justin McLaughlin

CLEARVIEW CHIEF INVESTMENT OFFICER

It’s not the end of the world just yet

Market Update

Talk to us today to see how the current market 

may affect you.
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Australia’s ageing population combined with improving longevity rates has brought the 

issue of aged care into the limelight in recent years. Despite this, there is still a good deal 

of mystery surrounding the rules and costs involved in the aged care system. This summary 

provided here may be a good starting point for those who may need to negotiate the system 

now or are planning ahead for the future.

How does someone access an aged care facility?

Access to an aged care facility or other aged care services is 

controlled on a needs basis through an independent assessment 

system. Once a person’s health is such that they may have 

trouble living independently or have difficulty with everyday 

tasks, they can request an assessment by a local Aged Care 

Assessment Team (ACAT, or ACAS in Victoria). 

A member of the ACAT (usually a nurse, social worker or other 

health care professional) will visit to discuss how well the person 

is managing with day-to-day life. They may also ask to speak 

to the person’s doctor. The outcome of this assessment will 

determine whether the person is eligible for subsidised aged  

care services and if they qualify for entry to an aged care facility.

Selecting an aged care facility

Once a person qualifies for entry to an aged care facility it is  

then up to the person and their family to visit and select an  

aged care home that suits them. This may require inspecting 

various facilities and asking questions about the care and 

services offered and their cost structure. You can visit 

myagedcare.gov.au to search for possible aged care homes in 

your vicinity. This site also provides details to enable comparison 

of costs and services. 

Once you have narrowed down the options it is advisable to 

make an application for entry at more than one facility, as 

availability can sometimes be an issue. Once a home offers  

a position, the person is given a Resident Agreement covering 

things like services, fees, rights and responsibilities. It is vital that 

the person understands this document and gets professional 

advice on any issues of concern before they sign. 

What does it cost? 

The costs of residential aged care are substantial, but 

government subsidies ensure that access is available to all.  

The amount you need to contribute toward the cost of care will 

depend on your financial situation and is assessed via an income 

and assets test.

The costs for an aged care facility are broken down into the 

following types of fees:

An accommodation payment: This is for your accommodation 

in the home. Each aged care facility is required to publish its 

accommodation charge and this amount may be fully or partly 

subsidised, depending on your means testing. You can choose 

to pay your accommodation costs by a lump-sum, rental-type 

payments, or a combination of both. Lump-sum payments are 

refundable once the person leaves or passes on.

A basic daily fee: This covers living costs such as meals, power  

and laundry. 

A means-tested care fee: This is an additional contribution 

towards the cost of care that some people may be required 

to pay, depending on the assessment of income and assets.  

Annual and lifetime caps apply to limit the amount of the 

means-tested care fee you will need to pay.

Optional extra fees: Some homes will offer additional optional 

services for an additional cost.

The importance of obtaining good advice

While this summary provides the basics on how the system  

works, the complexities involved means that it is important to  

get informed advice about how to best navigate your way  

through it all. A financial adviser has the experience and 

knowledge to help guide you and your family members at a time 

when emotions may be running high and confusion may interfere 

with good decision making.

Good advice can help address critical questions, such as:

• How to best fund the accommodation cost.

• What to do with the family home to achieve the best  

financial outcome.

• How to best preserve social security benefits.

• How to structure investments to optimise your means  

test situation and properly provide for ongoing income.

• What to do to ensure the person’s estate is protected for  

the benefit of beneficiaries

Even if the need for aged care is not imminent, it makes good 

sense to consider the issues in advance in order to relieve stress 

when the time comes to take action.

Aged Care

Demystifying the aged care maze 
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Aged Care

Talk to us today to help you make 

an informed decision.
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Life Insurance

These days the word ‘guarantee’ is often flaunted about frivolously. It’s a mandatory inclusion 

on T.V. infomercials and ‘guaranteed or your money back’ is pervasive on the products we see 

on our supermarket shelves. When the product in question is a mass-produced consumer item, 

a guarantee is hardly a huge risk for the marketer. In the case of personal insurance however, it 

takes on a whole new level of significance.

The two most important words in personal insurance

The diversity in personal insurance products has exploded in the 

last two or three decades. There are a host of products out there 

with a bewildering array of added benefits, optional extras, special 

discounts and increasingly generous definitions. All of that diversity 

however, makes very little difference if the policy you are looking at 

does not contain two critical words; guaranteed renewable.

In essence, when the words ‘guaranteed renewable’ are included 

on a life, income protection or disability insurance policy, it means 

that the insurer is making a binding commitment of enormous 

proportions. Considering that the consequence may end up leading 

to the payment of hundreds of thousands of dollars in lump sum 

benefits or thousands of dollars a month in income protection 

benefits, it is not something that either the insurer or the customer 

should take lightly.

What does it actually mean?

When a policy includes the words ‘guaranteed renewable’, it 

effectively means that the insurer is bound to keep the insurance 

cover in place until the customer chooses to stop it or until the policy 

expiry (for example, at a pre-determined age), whichever comes first. 

If the customer has a change of employment, deterioration in health 

or takes up a high risk recreational activity after the policy is put 

in place, it has no effect on the cover. The insurer cannot alter the 

terms of the insurance cover or cancel the policy as a result of such 

changes in circumstances. The cover is locked in until the customer 

chooses otherwise. The only obligation on the customer’s part is that 

they keep their premium payments up to date.

A commitment not taken lightly 

Some people may perceive that obtaining life or disability insurance 

involves an excessive amount of disclosure, with questions about 

personal health and habits, details of family history and even 

the need for doctor’s reports or medicals. While this may seem 

inconvenient at the time, it is important to look at the need for such 

information in the context of the responsibility and commitment the 

insurer is taking on. 

If they are going to offer cover with a guarantee that they must keep 

it in place no matter what, then it sheds some new light on why they 

need to have all the necessary information to assess and underwrite 

the cover at the outset. Insurers only have one opportunity to 

get their decision right before they take on an obligation of such 

magnitude. 

Don’t be caught with substandard cover

The importance of making sure your personal insurance is 

guaranteed renewable cannot be overstated.  No matter what 

‘bells and whistles’ a policy may have, they cannot make up for the 

fundamental need to have cover that has the inbuilt foundation of 

guaranteed renewability. 

One guarantee you should always insist on 

If you have any questions about your insurance 

plans, contact our office to review your situation.
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Lifestyle

Enjoy the benefits of volunteering 

Retirement is typically portrayed as a time to put your feet up and enjoy your favourite 

recreational activities. While the opportunity to do those things is well earned, many people 

will still have a need or desire to keep their minds and talents engaged in something productive, 

stimulating and connected with others. Some may find this through continuing in part 

time work, but many others discover real fulfilment through joining the immensely popular 

volunteering movement.

More than a quarter of the population are involved in volunteering to 

some degree, which is a powerful testament to the contribution that 

can be made to the community as well as the personal satisfaction 

to be gained.

A multitude of options

The opportunities to use your time, talents and labour can be found 

in a vast variety of situations and organisations. As a starting point, 

consider the many institutions in your local area, such as schools, 

community centres, charitable organisations, aged care institutions, 

hospitals and churches. They all hold boundless opportunities for 

willing helpers to apply their hands, hearts and minds in stimulating 

activities that can make a real difference. Beyond these places, you 

can combine the benefits of volunteering with your desire for travel 

through many overseas opportunities.

A win-win situation

It is not just a sense of altruism that attracts people to volunteering. 

Many discover a genuine sense of purpose and an opportunity to be 

mentally and physically engaged. In many ways it is an ideal way 

for retirees to redirect their energies and focus, after a lifetime of 

employment has suddenly come to an end. It provides an outlet for 

social connection and a chance to broaden your focus outside of 

your own personal world.

Something for everyone

To find a volunteering need that best meets your abilities and 

interests, the best place to start is to consider what talents, skills 

and experience you have built up over your years of work or raising a 

family. It is also important to consider the types of causes or needs 

that you feel personally drawn to. Once you have considered what 

you have to offer you can then seek out possibilities that may  

suit you. 

A great starting point to locate opportunities is the Volunteering 

Australia organisation. They list thousands of positions on their 

website www.govolunteer.com.au. This site provides a search facility 

based on location, causes, types and events, so that you can easily 

match a position to your profile.

Why not make volunteering an integral part of your retirement 

planning and discover how it can open your horizons to a more 

fulfilling lifestyle.
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Ask Mel

Q
A group of us at work have been 

offered a redundancy payout and 

we were told that because of the 

redundancy payment, we can’t approach 

Centrelink for any benefits for a certain 

period of time.  Some have been told they 

have to wait 80 weeks and then others only 

have to wait 25 weeks.  

Can you please explain why Centrelink 

block payments when a redundancy is 

received and why are the waiting times 

different for different people?

A
When a redundancy payment is 

received, Centrelink may apply what 

is known as the Income Maintenance 

Period which is like a waiting period based 

on the size of the redundancy payout and 

any unused annual and long service leave 

entitlements received. Effectively, Centrelink 

treat these payments as income to be used 

to meet your living expenses before any 

Government entitlements become available.

Let’s look at a simple example.  If Heather 

is made redundant and receives a payment 

equal to 20 weeks of salary as well as 

receiving accrued annual leave of 6 weeks, 

her total waiting period for Centrelink 

benefits will be 26 weeks. That’s why the 

waiting period can differ as it depends on the 

individual’s specific redundancy amount and 

accrued leave.

It’s important to note that the Income 

Maintenance Period only applies to some 

Centrelink entitlements including NewStart 

Allowance, Parenting Payment, Disability 

Support Pension and Youth Allowance. It 

does not apply to those claiming an Age 

Pension.

Q
Can you please confirm if the 

earnings from an insurance bond 

are 100% tax free?  I have read that 

insurance bonds are effective investments 

to reduce tax as you receive the proceeds of 

the investment tax free at redemption.  This 

sounds too good to be true.

A
Insurance bonds (sometimes referred 

to as investment bonds) have a 

unique status when it comes to 

Australian tax rules. While redemptions can 

be made after 10 years with no tax payable 

by the owner, earnings are still taxed within 

the fund. 

Tax is applied to investment earnings at 

a maximum rate of 30%. The actual tax 

rate paid may be lower than 30% due 

to imputation credits and other benefits 

available within each investment option. 

For those on a high marginal tax rate, this 

rate may compare favourably whereas for 

others, 30% may seem high compared to 

superannuation where earnings are taxed  

at 15% and superannuation income streams 

where a nil tax rate applies.

As insurance bonds do not distribute income, 

there are no annual tax return obligations. 

Unlike managed funds and direct shares 

where you are required to include all income 

distributions and dividends in your tax return 

(even if they are reinvested and not actually 

received), you do not have to include 

any earnings from the insurance bond in 

assessable income until a withdrawal is 

made and only then if the withdrawal is 

made within the first 10 years.

Generally, once an insurance bond has 

been held for 10 years, you can receive the 

earnings as a redemption and pay no tax. If 

withdrawals are made from the investment 

within the 10 years, tax is applicable however 

various concessions are available.
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Ask Mel
ClearView’s Technical Manager Melinda Bendeich answers  
your financial questions. 

Have a question for Mel?
You could have your question featured  

in the next edition of Viewpoint.   

Email your query to Mel at  

clearview.enquiries@clearview.com.au.

Connection Point is a publication by ClearView Financial Advice Pty Limited ABN 89 133 593 012, AFSL 331 367. The material in this newsletter is for general information only and any advice is general advice only 
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taking into account your personal circumstances. All information about taxation, superannuation and other relevant information contained in this newsletter is based on our understanding of the legislation and other 
government documentation current as at the date of publication. You should consult your Financial Planner for advice in relation to your particular situation. Nothing in this document should be viewed as legal advice. 
While we have taken all care to ensure the information in this newsletter is accurate and reliable, to the extent the law permits we will not assume liability to any person for any error or omission in the newsletter 
however caused, nor responsibility for any loss or damage suffered by any person who either does or omits to do anything in reliance on the contents of this newsletter. Venture Financial Advice Pty Ltd ABN 97 977 
904 891 is a Corporate Authorised Representative (No. 1235579) of ClearView Financial Advice Pty Limited. ClearView Financial Advice Pty Limited claims copyright in this material and no part may be reproduced 
without its permission. 
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