Issue 117, 10 September 2012

We got it!
The markets were pinning their every hope to the words coming out of European Central Bank boss
Mario Draghi's mouth last Thursday night, and thankfully, he got it right! Stocks rallied. But the markets
are always looking ahead and that's what I do in today's note.
Also in the Switzer Super Report, Lance Lai updates us on a stock he recommended six months ago,
and it's now up 20%. Rudi Filapek-Vandyck explains why the GFC is now a GF-what? We have our
regular broker wrap of buy, sell and hold ratings. Plus, Tony Negline compares binding death benefit
nominations with reversionary pensions. Enjoy your week!
Sincerely,

Peter Switzer
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'Cause two out of three ain't bad
by Peter Switzer
Last week, before the European Central Bank’s
(ECB) eventful announcement, I hoped we would see
three positive results. We got two; the ECB’s plan
impressed the market and then stocks reacted
accordingly, but we missed out on the third leg of the
good news trifecta because the US job numbers
disappointed.
The Dow Jones index snuck up by just 14.64 points,
or 0.1%, to wind up at 13,36.64. Meanwhile, the S&P
500 was up 5.8 points, or 0.4%, finishing at 1,437.92.
This was not a bad result considering economists
were expecting the US to come up with 125,000 jobs
and only 96,000 showed up in August. Ironically, the
unemployment rate dropped from 8.3% to 8.1%, but
that was because less people are looking for work.
The same trend is actually happening here in
Australia.
What happened?
Two reasons could explain why Wall Street didn’t
panic at such a disappointing labor force outcome.
The first is the residual positive effects of the ECB’s
plan to buy bonds and the second is the heightened
expectation that the US Federal Reserve will unleash
the much-vaunted QE3 – that is, more monetary
expansion.
And while this would be a desperate measure I hope
the Yanks could avoid, it looks like it might be
necessary to give the US economy one last shot in
the arm. It would come as worries over Europe
decrease and so there is a greater chance that
confidence – business, consumer and investor –
would start to snowball worldwide.
It will also coincide with China making a greater effort
to stimulate its economy and that will have favourable
consequences for commodity stocks. Late last week

we saw how the likes of BHP-Billiton (BHP) and Rio
Tinto (RIO) reacted positively to the ECB news.
Our mining stocks and our economy will be
substantial beneficiaries if the ECB + US + Chinese
expansionary strategies hit the mark. But of course, if
they fail to bolster economic growth worldwide, then it
will be a win for the Doomsday merchants.
I’m hoping – and I think – the doomsters will lose
again, but as an objective analyst, you can’t rule out
the possibility that something goes wrong or, God
forbid, my analysis will be wrong!
What to watch
Here’s my summary of the key issues that leads me
to my positive scenario:
• The ECB has been a major reason for struggling
stock markets and the German DAX is up over 20%
since June 4.
• There is evidence of a US housing recovery, albeit
a slow one, but this is critical for an economic
recovery in the USA.
• The National Development and Reform
Commission, China’s top economic planner,
approved 55 investment projects worth 1 trillion yuan,
or $157.7 billion last week and stock markets shot up
on the news.
• On the local economic front, we are seeing a mix of
data consistent with a turning point that could be
positive or negative. Now, while that might sound
terribly inconclusive, I’m saying enough has been
done for the economy, which saw growth drop from
4.3% in the March quarter to 3.7%. In response, there
have been 0.75 percentage points worth of interest
rate cuts plus Federal Government handouts and now
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good news out of Europe helping the stock market to
rise.

will be a big week. Click here if you would like to read
about what’s on.

Bull or bear?

Important information: This content has been
prepared without taking account of the objectives,
financial situation or needs of any particular
individual. It does not constitute formal advice.
Anyone should consider the appropriateness of the
information in regards to their circumstances.

I have been arguing for months that this could be the
makings of a long bull market, but there still remain
challenges such as China’s slowdown, US jobs, a
US election, the fiscal cliff threat, and then there is
Europe.
The European Union (EU) and eurozone specifically
have made giant steps to help their member
governments and economies, but it still has political
problems. For example, Greece. Germany also looks
like it’s heading for recession. The ECB’s plans to
stimulate Europe couldn’t be better timed.
Sorry, it could have been about 18 months ago, but
the Europeans were too thickheaded and so lacking
leadership that they needed to be dragged kicking
and screaming to make the moves that can sort out
this mess.
Since June 5 our S&P/ASX200 index is up 7.8% and
that’s a nice rise, but we now need to see some
more positive initiatives from overseas that promises
a stronger global economy. That’s why the US job
numbers were disappointing.
I think the Fed will move ahead with its third
quantitative easing stimulus package (QE3) with
Bernanke putting the economy first over accusations
of being politically biased. This will help the US
economy and stocks.
The bottom line
As you can see, I remain cautiously positive, but
nonetheless positive; only political stupidity can ruin
this progress.
In a nutshell, what I’ve shared with you can be
summed up in the old cliché: “No one rings the bell at
the end of a bear or a bull market.”
I think I can hear something ringing – maybe it’s a
bell! But remember, I did say “maybe”.
Postscript: Last week was huge week and this week
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This stock is up 20% in six months!
by Lance Lai
I first recommended Envestra (ENV) on the Ex
Dividend date six months ago on 19 March 2012.
The stock is now up at 89 cents after having again
gone Ex-Div today for 2.9 cents – representing a gain
of 19.3% or 20.9% in six months, depending on when
you bought after the recommendation.
Envestra has turned into a “Steady As She Goes
Stock”.
The stock was trading at 80 cents on the Friday close
16 March when the buy recommendation was made
and it fell back to 76 cents a few days later after going
Ex-Div 2.9 cents. Readers could have easily
accumulated the stock at 76c, 77c and 78c in the
ensuing days and weeks that passed.
Envestra has since touched on support of 86 cents in
intra-day trade and bounced. I have updated this in
the chart below.

Why do I like the chart?
The Stock has gone Ex-Div today for 2.9c, with no
franking. Today – intraday at the time of writing, it has
hit my support identified at 86 cents last week while
on the Switzer program on Sky Business. It is good to
accumulate on supports if I like the stock.

Target

1) Support line at 86 cents – recommend to buy
more.

I maintain my target of 96 cents, which is still another
7.8% higher, and a higher target of 98 cents, which is
over 10% higher.

2) After that pull back, expect it to go to 96 cents, or
7.8% higher.

What is interesting, but not a target under my system
yet, is a focus on $1.04, which is 16.8% more!
Hopefully, as we see other global markets begin to
stabilise – and Shanghai is now trading at 2,134 as I
write, back up at my “danger levels” – we will see
this “defensive stock” top out at the higher targets so
we can rotate back into “risk on” asset selections.
Shanghai went up 3.8% on Friday from 2,052 the day
before. This is HUGE and was very much needed.
Envestra Ltd (ENV) – 89 cents. (Stock went Ex Div
2.9c today)

3) Then to 98 cents or 10% higher.
4) An even higher target of $1.04 is almost a
foreseeable possibility. This would be 16% higher.
Not calling this yet, but nice the chart is so positive.
5) Price Action is still above the yellow line –ie, the
200-day moving average.
6) The stock yielded 3.4% dividend coming in
October.
7) The 200-day moving average – the yellow line – is
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still pointing up.
8) The momentum is positive.
9) The company has a market Cap of $1.4 billion.
10) Lastly, an important consideration is not on the
chart but on the company register. Cheung Kong
Infrastructure Holdings, owns 19.5% of the company.
What I don’t like about the Chart?
1) The stock price is 14% above its 200-day moving
average. This means it is susceptible to a pull-back in
price as the stock has already run up quite strongly.
2) A stock that is regulated by a regulator as this one
is, can be a bad thing. Shareholder interests and
regulator interests are not aligned.
Important information: This content has been
prepared without taking account of the objectives,
financial situation or needs of any particular
individual. It does not constitute formal advice.
Anyone should consider the appropriateness of the
information in regards to their circumstances.
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Special feature: How the GFC morphed into a GFZ
by Rudi Filapek-Vandyck
We truly are living through “interesting times”.
As calendar year 2012 matures according to its own
script, yet another historic event has occurred and
solidified. As investors and the media remain fully
occupied by policy intentions in Europe, the US and
China, this historic event has remained largely
unnoticed, unreported and unanalysed.

appear that was more of an aberration instead of the
norm. Before the 1950s, as also clearly shown in the
chart below, the dividend yield on equities was higher
than what was on offer via government debt. The last
time this changed (prior to the 1950s) was in the late
1920s when equities rallied into an unprecedented
bubble – at that time.

But rest assured, we will hear a lot more about it in
years to come with many academic studies and
reflective analyses to be published in the decades
ahead.
The event I’m talking about is the switch between
yields on government bonds and in equity markets.
We have arrived at a point in modern history when
dividend yields in the share market are higher than
the yield available on 10-year government bonds in
every major developed economy in the world,
including in Australia.
A buy signal?
Usually, when such an event happens, this is widely
considered as a strong ‘buy’ signal for equities and
we have certainly seen the bulls among share market
experts make such calls over the year past. As this
situation has persisted, however, those calls have
been relegated to the sidelines, ignored by a global
investment community that has to date shown no
intention to return to the share market like it was 2004
all over again.

This easily explains why investors in equities,
including the first professional funds managers, spent
a lot more time and focus on company dividends. The
father of modern day value investing, Benjamin
Graham, acknowledged the value of dividends for
long term investors and according to Charles Dow,
founder of the world’s most famous stock index, the
ultimate value of an equity stake in a given company
was derived from the company’s future dividends.

As a matter of fact, and as illustrated by the chart
below (thanks to Citi analysts), the “usual” in the
previous sentence refers to the period between the
mid-1950s up until 2011 when the yield on
government bonds indeed was higher, and often
much higher, than what was available via the share
market. But look further into history and it would

Oh, how things have changed. From the moment
consumer price inflation reared its ugly head in the
sixties and seventies, bond yields soared and never
looked like they were going to dip below dividend
yields ever again. In the eighties, Paul Volker at the
helm of the US Federal Reserve started the war on
inflation and US government bond yields embarked
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on a long term decline. The bear market for bond
yields fueled a once-in-a-lifetime boom for equities.
Dividend yields have remained well below historical
levels since.
It is thus rather ironic that even with average dividend
yields for US share markets still well below historical
averages (see also that same chart above), the US
too has joined the likes of Europe, the UK and Japan
with government bonds yielding even less than
corporate dividend yields. As I stated at the beginning
of this story: we truly are living through interesting
times.
The Japan story
In case anyone is wondering: Japan was the first to
see this historic switch between government bond
yields and corporate dividends take place, in 1998,
and neither has looked like making a switch back
ever since. Most investors and superannuation funds
in Japan avoid the share market like the plague and
continue to seek out alternatives, including Japanese
bonds even with corporate dividend yields at times
reaching three times as high as bond yields (3%
versus 1%). Amazing huh?
So… are we witnessing the “Japanization” of the
modern, developed economies and financial
markets?
That would be a big call to make. Let’s all hope this
is not the case, but we are witnessing some truly
historic changes, so much should be clear by now.
Let’s not beat around the bush: global bond yields
are as low as they are because the mature
economies are in deep trouble with growth sluggish,
or absent, governments mired in debt, banks only
solvent in theory and consumers understandably
cautious about what tomorrow might bring. Under
these circumstances, central bankers have effectively
declared war on government bond yields as a last
resort in keeping worst case scenarios away from the
history books.

otherwise known as the Growth Free Zone. The
implication here is that the Global Financial Crisis, or
GFC as we commonly know it, has accelerated the
underlying problems in developed countries and has
effectively pushed “growth” in any meaningful
interpretation of the word out the proverbial window.
Today, there is no “growth” in the UK, the European
mainland, the US or in Japan. Despite a gazillion new
electronic bank notes in each of these economic
zones, there’s no meaningful consumer price
inflation either.
Under “normal” market circumstances, government
bond yields are a reflection of official interest rates
plus inflation plus an arbitrary risk premium or
discount (usually set by “the market”). But with so
much necessary de-leveraging still in the pipeline and
with so much government debt still waiting to be
addressed, can we expect this war on costs for
government debt to end anytime soon?
I have an uncomfortable feeling the answer to this
question is negative and we all should, as things
stand now, consider the idea that we have just
embarked on a journey of low yields all over again.
After all, low yields were simply the norm prior to the
1950s so it could be argued we’re closing off an era
that was the historic exception in the first place (it
started through out of control inflation).
Low yields are not by default a blessing for the world.
Think about the trillions in superannuation schemes
around the world, both sovereign as well as
corporate, that rely heavily on yield from (supposedly)
less risky government debt. Those superannuation
obligations already are well behind previously defined
targets and most definitely insufficient to meet future
requirements. One more problem to add to the
world’s list.
Also, don’t forget the impact on financial services
providers, including life insurers whose business
models will come under some serious stress in a
sustainable low yielding environment.
De-rating in stocks

Here comes the GFZ
Within this context, economists at ANZ Bank
launched a new acronym last week, the GFZ,

Investors should also note the global reduction in low
risk yield has not stopped Australian bank shares
from de-rating. This might seem an odd conclusion
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given the banks have pretty much carried the
Australian equity indices into positive territory so far
this year, but stocks such as Commonwealth Bank
(CBA) and Westpac (WBC) at current prices are still
offering forward looking yields well in excess of 6%.
Prior to 2011, such yield was usually only available in
the sector after a sell-off, not at peak share price
levels for the year.
In other words: despite a global search for
sustainable yield, investors have still priced Australian
bank shares in line with the sector’s low growth
outlook. Can this explain why equities are not by
default the go-to arena during times of low growth,
even if bond yields are not offering much as an
alternative? (Note that, despite a world beating
performance over the past three years, US equities
have continued to suffer from net funds outflows and
they still are today).
In Australia, the yield on 10-year government bonds
sits around 3.25% after hitting an all-time record low
of 2.80% in June. This suggests bond investors are
signalling further deceleration in growth ahead, with
the RBA’s overnight cash rate likely to be cut at least
one more time from today’s 3.50% (and potentially
as much as another 100bp in easing yet to follow).

Careful what you wish for
Of course, at this stage this is nothing but a potential
scenario, but it can serve as a reminder to investors
they should be careful what they wish for. There is
also still the possibility that all quantitative measures
(effectively: money printing) by central bankers might
one day once again unleash the ugly inflation
monster. This could take us all the way back to the
origins as to why bond yields surged well above
corporate dividend yields some sixty years ago.
Prior to the unprecedented switch in the 1950s, bond
yields were at all-time lows (for that time). Today,
bond yields are even lower and, in my view, likely to
remain lower for longer – at least for the foreseeable
future.
Rudi Filapek-Vandyck is the editor of FNArena.
Important information: This content has been
prepared without taking account of the objectives,
financial situation or needs of any particular
individual. It does not constitute formal advice.
Anyone should consider the appropriateness of the
information in regards to their circumstances.

An even higher Aussie dollar?
Last week, I met up with a few hedge fund operators
and I can report they are studying scenarios whereby
another round of quantitative easing (QE) by the US
Federal Reserve (most likely in accordance with
major central banks elsewhere) might push the
Australian dollar a lot higher from today’s already
elevated level.
This, so the theory goes, will cripple the Australian
economy and force official interest rates down a lot
further than is being contemplated by economists
today. As Australia hasn’t had a decent correction in
its overpriced housing market yet, and with consumer
debt levels near historic highs, the odds are then that
rising unemployment will trigger a lot more bad news
from the “Lucky Country”. Ultimately, this will force a
crash in the Australian dollar, but not before we have
seen a lot of bad news first from the stock market, the
economy, the RBA and from the Australian
government.
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The broker wrap: BOQ, FMG and REX
by Rudi Filapek-Vandyck
Changes to broker ratings in the past week

following a review of its model that factored in more
optimistic expectations for 2013 an 2014. As well,
RBS views the stock as attractively priced relative to
peers, while also offering a high, fully franked
dividend yield.
RBS also upgraded Regional Express (REX) to Buy
on valuation grounds, as despite trimming estimates
for full-year 2013 after the recent profit result, the
broker continues to see the shares as too cheap to
ignore at current levels.
Macquarie is factoring in higher returns on equity for
Bank of Queensland (BOQ) in coming years and
has lifted forecasts to reflect this, the changes
generating an increase in price target. With an
improved outlook for the bank, its rating has been
upgraded to Outperform.

Securities analysts at stockbrokers and investment
banks in Australia updated their views on the
Australian economy and what likely lies ahead for
official interest rates last week. The conclusion seems
to be that the RBA has a whole lot more work to do to
keep the economy humming along. Some experts are
now forecasting no less than 100bp in further cash
rate cuts.
When it comes to ratings for individual stocks the
week past continued to generate more downgrades,
but the gap with upgrades is (finally) closing: eight
ratings were upgraded and 12 downgraded. Total Buy
ratings now stand at 44.49%.
Upgrades
Australian Pharmaceutical Industries (API) was
among the upgrades, lifted to Buy by RBS Australia

Private equity target Billabong (BBG) has seen an
upgrade from JP Morgan, the broker moving to a
Hold given an increased likelihood of a change in
ownership with two private equity players ow
expressing interest.
A review saw BA Merrill Lynch more positive on some
growth options for BlueScope Steel (BSL), with
potential for the company to be debt free by next
March an additional attraction. A strong balance
sheet and an attractive valuation further justify
BA-ML’s upgrade to a Buy.
Lynas (LYC) has finally received a Temporary
Operating Licence for the LAMP project in Malaysia
and this positive (which means a reset on some
convertible bonds will be avoided) caused Deutsche
Bank to upgrade it to Neutral.
Macquarie says full-year results for WHK Group
(WHG) were solid. It was attracted to evidence of the
resilient nature of earnings in the business services
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division in particular. With an attractive yield on offer
and expectations for reasonable earnings growth in
the coming year, the broker upgraded it to Buy.
Downgrades
Iron ore stocks dominated the downgrades over the
past week, with both Fortescue Metals (FMG) and
Grange Resources (GRR) seeing two downgrades
in ratings respectively. Both RBS and Citi moved to
Hold ratings on Fortescue following the
announcement it would defer expansion plans in
response to weak iron ore prices.
JP Morgan and UBS made the same changes to
Grange Resources, moving to Hold. The weakness in
iron ore prices means realised prices for Grange’s
pellets are higher than operating costs, which has
prompted both brokers to adopt a more cautious view
on the company. As with Fortescue, earnings
estimates and price targets were also lowered.
Gindalbie Metals (GBG) and Atlas Iron (AGO)
didn’t escape downgrades, Citi lowering its numbers
for both companies to account for cuts to iron ore
price expectations. Given this weaker outlook, Citi
has downgraded both stocks to Hold.

Credit Suisse, also on valuation grounds given it is
trading broadly in line with the broker’s revised price
target. Given limited scope for upside earnings
surprises, the broker expects the share price to
underperform.
While New Hope (NHC) delivered production and
sales numbers for full-year 2012 in line with the
expectations of Credit Suisse, the broker has still
downgraded its rating to Neutral. The change
accounts for some delays to the New Acland
Expansion project as well as the relative valuation
impact of recent share price outperformance relative
to peers.
With respect to changes to target prices, the largest
increases were experienced by Energy Resources
of Australia (ERA) and Prime Media, in both cases
targets being lifted by 8% or more. Resource stocks
dominated with respect to cuts to targets, with
Grange, Lynas, Fortescue and Gindalbie joining Boart
Longyear in seeing targets reduced by at least 13%.
For Boart Longyear the change was more than 40%,
this reflecting weak earnings guidance from
management.
Changes to earnings forecasts (EF) in cents per
share

Weaker iron ore prices have also contributed to
BA-ML downgrading Arrium (ARI) to Hold as the
softer outlook brings the group’s debt and balance
sheet into focus.
ALS (ALQ), which was formerly known has Campbell
Brothers, has been downgraded by Macquarie to Sell
on the view that forward looking indicators for the
core Mineral Services division are turning down,
which could underpin a further de-rating.
Macquarie has similarly downgraded Ausenco (AAX)
to a Hold due to cuts to earnings estimates to account
for lower levels of work for emerging companies.
Property plays have also seen downgrades, with Citi
moving to a Neutral rating on Charter Hall Group
(CHC) on valuation grounds. This reflects the fact the
stock has outperform the A-REIT sector in the year to
date.
GPT Group (GPT) has been downgraded to a Sell by
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Note: FNArena monitors eight leading stockbrokers
on a daily basis. The eight experts are: BA-Merrill
Lynch, Citi, Credit Suisse, Deutsche Bank, JP
Morgan, Macquarie, RBS and UBS.
Important information: This content has been
prepared without taking account of the objectives,
financial situation or needs of any particular
individual. It does not constitute formal advice.
Anyone should consider the appropriateness of the
information in regards to their circumstances.
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Which death benefit option is best?
by Tony Negline
Working out what should happen to your super after
you die can be tricky. Should you opt for a
Reversionary Pension, or a Binding Death Benefit
Nomination (BDBN) – or both?
I explained BDBNs in last week’s report in How do I
arrange my death benefits, so click on that now if you
need a refresher. Today, let’s look at reversionary
pensions and then compare the two.
What’s a reversionary pension?
A pension will be a reversionary if its documentation
specifically states that upon the death of the primary
pensioner, the pension will continue to be paid to
specific individuals. These individuals must be either
the primary pensioner’s spouse or other eligible
dependants, such as the primary pensioner’s minor
child. In the vast majority of cases, the primary
pensioner’s nominated reversionary will be their
spouse.

would use his life expectancy when working out how
much income to ignore. In this example, $26,968.72
in income would be ignored each year.
Centrelink’s income test is different for reversionary
pensions. The longer of the two life expectancies
between the primary and the nominated reversionary
is used for these pensions.
In our example, the 62-year-old spouse has a life
expectancy of 24.23, which is longer than Tom’s
18.54 years. The purchase price of $500,000 divided
by 24.23 means that $20,635.58 will be ignored for
Centrelink’s income test not $26,968.72 when we
use Tom’s life expectancy. Potentially, a lot more
income will be counted under this important test,
which may reduce a person’s aged pension.
Advantages
However, the main advantage with reversionary
pensions is their certainty.

You’ll know if a pension is reversionary by reviewing
the specific documentation governing the pension,
such as the pension agreement between your super
fund and the pensioner, the Product Disclosure
Statement issued to the primary pensioner, relevant
trustee minutes or the governing rules of the super
fund.

Another advantage with reversionary pensions
involves the minimum income payment in the year of
death. Because the reversionary pension continues,
the minimum income amount worked out on July 1
remains unchanged for the financial year in which the
primary pensioner dies.

The principal advantage of reversionary pensions is
their set-and-forget nature. This means that when the
primary pensioner dies, the survivor’s financial affairs
don’t change.

Just for the record – a Transition to Retirement
pension (TTR pension) which has a nominated
reversionary, will cease to be a TTR pension upon
the death of the primary pensioner.

Centrelink test

Disadvantages

Last week, I used a case study involving 65-year-old
Tom and his 62-year-old spouse. His pension’s
purchase price was $500,000, which meant that for
Centrelink’s income test, a non-reversionary pension

Some disadvantages with reversionary pensions are:
• They’re often inflexible. Because of the way many
pension rules are drafted, it’s often not possible to
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alter the nominated reversionary (this is technically
possible, but your documents have to be drafted in
the right way).
• What ownership rights does the reversionary
beneficiary have? This will depend upon the
pension’s specific rules. Will the reversionary have
an ability to decide how much income should be paid
each year? Will the reversionary have the ability to
partially or fully commute the pension and take a
lump sum benefit. For tax purposes, the pension will
cease to be a death benefit pension once the longer
of six months after death or three months after
probate has been granted or letters of administration
have been issued and any lump sum payments taxed
accordingly.

The disadvantages of BDBNs are as follows:
• If you want your dependants to receive a pension,
then this must be clearly stated on your BDBN and
many pro-forma BDBN documents don’t provide this
option.
• If you’re receiving a pension, then upon death it’s
commuted and its assets are moved back to the
accumulation phase. This money is then merged with
any other interests you have in your super fund – this
may have tax implications.
• Any new pension or pensions paid will have their
own minimum pension calculations that have to be
paid in the normal way.

• The reversionary pension structure fails if the
nominated reversionary pre-deceases the primary
pensioner or they otherwise become ineligible. For
example, they ceased to be the primary pensioner’s
spouse.

Which one’s best?

Binding nominations

Overall, I think for couples with a stable relationship
reversionary pensions ‘beat’ BDBNs. But as the
Duke of Wellington said after the Battle of Waterloo –
It’s “the nearest run thing you ever saw”. In these
cases, I think reversionary pensions should be used
with BDBNs. The BDBN will become useful if the
reversionary pre-deceases the primary pensioner.
They can also be used for the payment of any other
interests that the deceased might have in their super
fund.

So that’s a look at reversionary pensions. But before
we complete our discussion on this topic, it’s
important to detail the advantages and disadvantages
of your other option: Binding Death Benefit
Nominations. The advantages of BDBNs can be
summarised as follows:
• They can be changed prior to death without too
much hassle.
• If the BDBN has been drafted appropriately and the
dependants are allowed to take a pension benefit,
then the dependants can choose what type of benefit
best suits their needs.
• More than one dependant can be nominated (with
reversionary pensions, only one reversionary
pensioner can be nominated).
• The anti-detriment death benefit tax concessions
are only available for lump sum benefits.

Now that we’ve discussed the differences between
BDBNs and reversionary pensions, you’ll want to
know what’s the best approach.

For all other people, BDBNs will probably come out
on top, but the option you chose will often depend on
what you want to happen with your super assets on
death.
Important information: This content has been
prepared without taking account of the objectives,
financial situation or needs of any particular
individual. It does not constitute formal advice.
Anyone should consider the appropriateness of the
information in regards to their circumstances.

• BDBNs overcome restrictions on reverting pensions
to children (this is often not a problem for SMSFs, but
some retail super funds don’t allow this option).
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The week ahead
Australia
Tuesday 11 September: NAB business survey (August)
Tuesday 11 September: Lending finance (July)
Wednesday 12 September: Credit & debit card lending (July)
Wednesday 12 September: Dwelling starts (June quarter)
Wednesday 12 September: Consumer sentiment (September)
Overseas
Tuesday 11 September: US International trade (July
Wednesday 12 September: 2-day US Federal Open Market Committee meeting starts
Thursday 13 September: US Producer prices (August)
Friday 14 September: US Consumer prices (August)
Friday 14 September: US Retail sales (August)
Friday 14 September: US Industrial production (August)
Friday 14 September: US Consumer sentiment (August)
Ex dividend
Tuesday 11 September: Automotive Holdings; 11 cents

Don't miss this!
The number of new owner-occupier home loans fell by 1% in July, Australian Bureau of Statistics data showed.
Meanwhile, the value of all mortgage lending was down by 1.8%,with owner-occupier loans off by 1.4% and
investment loans down 2.7%. The average home loan across Australia stood at $300,500, down 2.6% on a year
ago.
Despite the declines, there was a positive sign in the data: first home buyers rose 18.5% to the highest level in
six months.
"Over the last couple of months we have noted the encouraging, albeit modest, signs of improvement in housing
activity. And the latest round of data highlights that the recovery is likely to be patchy although the sector does
seem to have turned the corner," said CommSec economist Savanth Sebastian.
"The modest fall in housing finance commitments in July effectively gives back the gains from the prior month."
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