Issue 203, 15 July 2013

Lie in wait
Today we waited for the latest data out of China before we updated our report and let me tell you it
wasn't as bad as many were predicting. That doesn't mean it was great, merely that it was ok. I'm still
going to be watching any data out of the Middle Kingdom very carefully, as it has such a big impact on
global growth and Australian market activity.
Although this up-and-down market is a little nerve-wracking, I'm still not a gold fan - I don't touch
anything I don't understand - but for those of you who do have an interest, today in the Switzer Super
Report we have an article on the outlook for the yellow metal from Jordan Eliseo, chief economist at
ABC Bullion, for a contrarian view.
Paul Rickard also takes a look at the new hybrid securities from Westpac, James Dunn examines the
millionaires' factory Macquarie and Tony Negline explains where all the super legislation is at.
In Rudi Filapek-Vandyck's broker update, Computershare and Lend Lease get upgrades and Sydney
records an auction clearance rate of over 80% in Penny Pryor's auction report.
Sincerely,

Peter Switzer
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Waiting on China
by Peter Switzer
I have purposely delayed finishing and then filing my
blog for the Switzer Super Report until lunchtime,
Monday, because I was keen to see how the Chinese
economic data turned out. It was my view that worst
than expected GDP, specifically, and retail figures
generally, would add to a worsening outlook for the
most important economy for world demand and
therefore global growth.
In Saturday’s report, I made the point that the
tug-of-war, which the stock market has become, is
due to the positivity of the USA’s recovery and the
negativity of a slowing Chinese economy.
But let me advise that generally I don’t care about
these more short-term market matters – I usually take
the long view on my investments and it also makes
me a contrarian on many occasions.
However, if we could be facing a sell-off, I might play
the timing game, which can provide you and I with a
better buying opportunity.

Barclay’s economist, Yiping Huang thinks a “hard
landing” is coming and a China-induced global
recession is likely, but these big call merchants are
more wrong than they are right – the media
remembers the good tips but forgets the bad ones!
Back to the data, retail in China was up 13.3%
against a Reuters’ consensus number of 12.9% and
the upshot is that reports of China’s demise as an
economic powerhouse have been greatly
exaggerated.
In summary, it was not a loss or a victory in China
with this data contest but let’s call it a draw. I can’t
see a big stock dumping because of these numbers
and so the USA’s likely ride up on good earnings, as
well as technical readings where an old resistance
level – 1,575 on the S&P 500 has now become a
support level, which is called a change in polarity –
makes me suspect stocks are heading up until we get
some new left-field event, which of course we, at the
Switzer Super Report, will be looking out for, with you
in mind.

So, why a sell-off? Bad China numbers could spook
markets in the short-term but then there is the other
view that a crook result would force China’s hand to
ease up on monetary tightening.

By the way, some experts say this quarter is the one
that will be the slowest for the year, so I say, “Go
China!”

This would help stocks eventually but I suspect the
knee-jerk result will be a stock-slide and therein lies
the buying opportunity.

P.S. I will keep watching China like a Labrador in a
butcher’s shop because this is the big make or break
issue for stocks long-term.

So, what was the reading?

P.S.S Bears will try to look for bad news in this OK
China data and some ordinary statistical pictures will
be there, but remember, the bears were canvassing a
7.2% number, which could even have been a
‘6.something’ figure. I think they’re growling up the
wrong tree but that won’t let me be complacent. I’m
on China watch — big time!

Up 7.5% was the quarter two number for the yearwith
the actual quarterly number a little softer, but stocks
started to rise on the news and the dollar went up as
well. Now there could be some who will argue that the
Chinese authorities have massaged the figures but
the reality is, the official number denies the doomsday
merchants, who were predicting really bad news.

Important: This content has been prepared without
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taking account of the objectives, financial situation or
needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.
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Macquarie - how the mighty have changed
by James Dunn
Australia’s home-grown investment bank, Macquarie
Group, has had an interesting life on the stock
market.
Joining the ASX in 1996 at $6, the shares rocketed to
nearly $100 in 2007. But the bank was hit hard by the
GFC, and sank as low as $17 by February 2009.
Macquarie has since recovered to trade just below
$45.
The history

looking for more predictable income.
As recently as two years ago, Macquarie was not
considered to have anything in the way of a recurring
revenue stream, but it does now. The non-market
facing divisions now contribute 73% of pre-tax
earnings and much of it is recurring income.
Meanwhile, the businesses exposed to market
fluctuations have been cut back in staff and capital to
pay their way.

In those far-off pre-GFC days, the flagship investment
banking and securities trading division did the big
corporate deals, cementing Macquarie as the
dominant player in the local mergers and acquisitions
(M&A) space.

The present

Meanwhile, the “Macquarie Model” came to drive
earnings: the bank would buy an asset, gear it up,
revalue it, sell it into a listed satellite infrastructure
fund and sit back to enjoy the returning flow of cash in
the form of management, performance and
transaction fees. The “Macquarie Model” was so
successful, many investors began to wonder why
they should invest in the funds when they could invest
in the headstock, which was where the flow of cash
seemed to end.

Analysts say the business now has to be assessed
on the basis of the so-called “market-facing”
businesses – Macquarie Securities, the Fixed
Income, Currencies & Commodities (FICC) division
and Macquarie Capital – and the non-market facing
divisions, which are Corporate & Asset Finance
(CAF), the lending and asset-finance business,
Macquarie Funds (the funds management business)
and the banking and financial services (BFS)
business.

That all changed during the credit crisis, when the
market suddenly developed a dislike for complex and
opaque structures, marking down the satellites.
Instead of supplying cash to the parent, all of a
sudden they became a cash drain on the parent.

Macquarie’s re-orientation of its business model can
be seen most starkly in the recent performance of the
Macquarie Funds business. This division has
increased its assets under management from $100
billion in 2005 to $334 billion.

Post-GFC, Macquarie has changed its business
model. The highly profitable satellite-fund business
has gone: the funds were either restructured or
brought back within the fold. While that revenue has
not been replaced, the group has been busy buying
asset-management businesses around the world,

The change in Macquarie’s business means it needs
to be considered in a different light.

Group profit slipped to an eight-year low in FY12, but
Macquarie is now virtually unrecognisable from the
pre-GFC days.

A very interesting – and bullish – report on Macquarie
from its fellow investment bank Deutsche Bank came
out last week. Deutsche has noted and is impressed
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by the new Macquarie, saying that the flow of
annuity-style income from these businesses is the
key to the group’s profitability.
With the share price at just below $45, Deutsche
argued that this was the value that could be attributed
to Macquarie’s non-market-facing business units –
Macquarie Funds, Corporate & Asset Finance and
Banking & Financial Services. It said these
businesses generate pre-performance fee income
worth up to $7.4 billion a year.
The bonus business
The corollary to that belief was that the market-facing
businesses – the investment banking divisions of
Macquarie Capital, Macquarie Securities and the
FICC business – were being valued at nothing.
Investors buying the stock at the current price were
getting those businesses thrown in for free.
It is not often on the share market – when it is
functioning normally – that parts of a company’s
business are handed to investors for free. It was
common at the worst of the GFC, circa the first
quarter of 2009 – when shot-to-bits valuations were
everywhere – but the dilemma for investors at the
time was that they felt they could not buy with any
confidence. There were many wonderful bargains on
offer, but one needed nerves of steel to take
advantage of them.
Now, with Macquarie, it does not so much take
nerves of steel, but a conviction in the way that
Deutsche Bank sees Macquarie, as being
“significantly under-valued” by the market. Deutsche
thinks MQG is worth $56 a share – implying 25%
growth in the price from here.
It has to be said that Deutsche Bank is an outlier in its
view. The consensus target price on the FN Arena
database is $43.93 – below the current share price.
Credit Suisse is the only other broker with a positive
view on Macquarie, rating it as ‘outperform,’ but the
other five ratings on Macquarie from its investment
bank peers are ‘neutral.’

Macquarie’s guidance in February, when it told the
market to expect 10% growth, and the market
consensus forecast. Announcing the FY13 result, the
group said it expected its FY14 profit to be higher
again, provided market conditions are no worse than
those experienced in 2012-13.
If Deutsche Bank is right, the businesses that
investors are picking up virtually for nothing now are a
free option on a recovery in global capital markets
and M&A activity. That would be a bonus on top of
the annuity-style revenue, which is nowhere near as
volatile as the transactional revenue of the
market-facing businesses.
The dividend bonus
Macquarie is trading on a consensus FY14 forecast
yield of 5.2%, increasing to 6.4% on FY15
expectations.
Macquarie sprang a surprise earlier in the year,
paying a final dividend of $1.25 a share (up from 75
cents a year earlier), 40% franked. Not only did the
bumped-up final push total dividends for the year to
$2 a share, up 43% from the $1.40 in FY12, franking
returned to Macquarie dividends for the first time
since FY09.
If the 40% franking is retained for the full-year
dividend in FY14, the nominal dividend yield of 5.2%
will stay pretty close to 5.2% for an SMSF in
accumulation phase, but increase to 6.1% for a fund
paying a pension.
For FY15, the equivalent yields for an SMSF are
6.4% for an SMSF in accumulation phase, and 7.5%
for a fund paying a pension. While waiting for a free
option to kick in, that’s not a bad return.
Important: 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. Consider the
appropriateness of the information in regards to your
circumstances.

Macquarie is certainly on the improve as a business.
Net profit for the year to 31 March was $851 million,
up 17% on FY12. The result was well ahead of
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No sizzle in Westpac Offer
by Paul Rickard
Westpac is raising $750 million through the issue of
Westpac Subordinated Notes II. These will be listed
on the ASX and trade under ASX stock code
WBCHB. They will qualify as Tier 2 capital for
Westpac, being fully compliant under the new Basel
III standards.
They are “no frills” because unlike some of the other
hybrid issues, they are structured more like a debt
issue rather than an equity issue. They have a fixed
maturity date, distribution payments are not
discretionary, and barring one residual right for
APRA, don’t convert into ordinary shares.

Pricing
The major banks’ subordinated note issues were
trading this morning on the ASX at a margin of
around 2.25% (ANZHA at 2.23%, NABHA at 2.30%
and WBCHA at 2.24%). These notes are now shorter
in term, with approximately four years to the call date
rather than five years. So on paper, the indicated
margin for the Westpac notes at 2.30% is around the
money.
However, these older style notes don’t contain the
APRA ‘non-viability’ trigger as a condition.

With the 90-day bank bill rate currently around 2.76%,
this suggests a likely interest rate of 5.06% per
annum for the first quarter, if the margin is set at
2.30%, or 5.21% per annum if set at 2.45%. Interest
payments are, of course, unfranked.
There is also one “nasty” that sets these notes apart
from earlier issues of subordinated notes, such as the
WBCHA issue last year – APRA has required
Westpac to include a ‘non-viability’ trigger. In
extreme circumstances, APRA can require Westpac
to convert these notes into ordinary shares.
Ranking
These securities rank ahead of tier 1 capital hybrid
securities, such as the recent Westpac Capital Notes
(WBCPD), but behind other tier 2 capital hybrid
securities (such as the Westpac Subordinated Notes
1 issue WBCHA). The following diagram shows the
ranking of these securities:

Maybe it is my long memory – however I can recall
1992 and Westpac’s share price touching $2. It got
into some difficulties and sailed pretty close to the
wind. While I think all our major banks are now in the
“too big to fail” category, it doesn’t mean that as a
first line of response, the regulator (APRA) wouldn’t
use its power to order a bank undergoing difficulties
to recapitalise and convert these new style hybrid
issues into ordinary shares.
Working on the “too big to fail” approach, when it
comes to the major banks, I would rather go for the
hybrid issues that have a little more risk – and higher
return, such as WBCPD. I don’t think a margin of
2.30% is sufficient compensation for an issue that has
an equity-style feature – particularly when
government guaranteed term deposits are available
at margins of around 1.40% (UBank is offering 4.21%
ME Bank 4.20%). Too skinny – avoid.
Important: This content has been prepared without
taking account of the objectives, financial situation or
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needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.
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Computershare and Lend Lease upgraded
by Rudi Filapek-Vandyck
Broker activity on miners faded into the background a
little last week. And although the upgrade and
downgrade ledgers were mixed, they were joined by
a higher proportion of property, infrastructure and
consumer stocks. Many of the upgrades were on the
back of overdone share price falls.

the sleeve in FY14 if needed. Citi lifted FY14-15 EPS
by 3-4%, increased its target price and upgraded the
recommendation. Citi admitted that near-term
catalysts may be thin on the ground, but the valuation
looked nice, with shares trading at 9.4 times FY14
consensus EPS and offering 5% per year average
earnings growth out to FY16.

The good books
Computershare (CPU) was upgraded to Overweight
from Neutral by JP Morgan, following the rise in the
US dollar, recent share price underperformance and
improving outlook for corporate activity. JP Morgan
said it has been concerned about Computershare’s
acquisition strategy outside its area of expertise in the
share registry industry, but does not think this will
count in terms of the share price in the near term.

Lend Lease (LLC) was upgraded to Buy from Neutral
by Citi. The broker noted the market has grown
increasingly concerned about the company’s ability
to grow, or even maintain construction earnings in
FY14. These fears have seen the share price come
off by 25% since the middle of May. On the other
hand, Citi thought the company’s main earnings
drivers remained intact and pointed to stable
construction earnings that are underpinned by an
Australian non-residential and a broad based US
recovery. The broker said it readily expects
development projects to drive solid earnings growth
from FY15, with a number of asset’s sale cards up

Macquarie Group (MQG) was upgraded to Buy from
Hold by Deutsche Bank. Deutsche Bank upgraded
Macquarie after a detailed evaluation showed
substantial upside. In particular, analysis of the
annuity businesses has increased the valuation.
Valuing the market-leverage business at peer
multiples results in 33% potential upside to the share
price. The price target was also increased to $56.20
from $43.60, in line with the revised valuation (see
James Dunn’s article on Macquarie above).
Macquarie upgraded Tabcorp Holdings (TAH) to
Outperform from Neutral. Passage of legislation in
Hong Kong is a further step to co-mingling in that
market and for Macquarie, it confirmed the trend in
the globalisation of tote wagering. Tabcorp is
considered well placed to capitalise on this trend and
while the near term impact may be small, the medium
term upside could be material. The rating was
upgraded and the price target was raised to $3.40
from $3.35.
The not-so-good books
Fletcher Building (FBU) was downgraded to Neutral
from Outperform by CIMB. It’s not that the broker
doesn’t like the company, because it does. It’s not
that there isn’t a very positive long-term outlook,
because there is. Still, the recommendation was
downgraded because the broker thought it was time
to take some profits and there are several reasons
why. The company has outperformed the S&P/ASX
200 by 37% over the past 12-months. Cost-out work
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is costing more than expected. The strengthening of
the NZD against the AUD is negatively impacting the
translation of Australian earnings. Lastly, there is
near-term earnings risk, with the broker expecting FY
performance at the bottom of the guidance rangeThe
price target was also lowered to NZ$8.55.

current levels, but even this implies a 5% volume
decline in FY14, not the 10% growth Citi used to
expect. FY14 EPS was cut by 16%, leaving the
broker some 13% short of the market. Citi admitted
the company is structurally well placed to take
advantage of a volume recovery in FY15, but with
shares above fair value, the recommendation was
dropped.

JP Morgan downgraded iiNet (IIN) to Underweight
from Neutral. JP Morgan has remodelled iiNet to
reflect a more significant re-basing of margins in an
NBN environment and a faster roll-out under a
Coalition government. The negative impact of these
changes was offset by a lower discount rate
assumption. The broker said that the NBN gives iiNet
greater scope to grow its subscriber base by making
non-metro markets more accessible and raising
broadband penetration. Resellers in the fixed-line
industry will earn significantly lower margins, but for
iiNet, this will be somewhat diluted given the
proportion of low-margin off-net customers.
Retail Food Group (RFG) was downgraded to Neutral
from Buy by UBS. The broker noted the share price
had run 36% since the pull-back in mid-June and was
up around 38% since the beginning of the year. The
stock has out run the ASX300 Industrials by 35%
over the past 12 months on a total return basis as
well. But with shares at around 14 times FY14
earnings, the broker reckons the P/E discount to the
retail discretionary sector that used to be in place has
almost gone. Given it was this discount, and the view
of relative value being on offer that had the broker at
Buy, the recommendation was taken down a notch.
EPS and DPS forecasts were unchanged.
Seek (SEK) was downgraded to Sell from Neutral by
Citi. With employment ad volumes still back-tracking
and economic activity stalling in Australia, Citi pushed
out its expectations for any sort of hiring recovery
until 2015 at least. The broker did think things won’t
get much worse and that ad volumes will stabilise at

The FNArena database tabulates the views of eight
major Australian and international stock brokers:
BA-Merrill Lynch, CIMB, Citi, Credit Suisse, Deutsche
Bank, JP Morgan, Macquarie and UBS.
Important: 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. Consider the
appropriateness of the information in regards to your
circumstances.
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Gold – the case for a bull market
by Jordan Eliseo
Gold has had a disappointing run this year. After
finishing 2012 at USD $1664, prices plunged in both
April and June, closing out the financial year at USD
$1192, down 28% in USD terms in only six months.
Despite this recent weakness, a look at gold over a
longer period highlights how strong it has been,
outperforming many of the traditional assets where
trustees tend to concentrate their portfolios, in some
cases by a considerable margin.

businesses and government).
Despite the chaos this caused only a few years ago,
to date, governments and central banks have
attempted to cure the problem with even more debt.
Despite these steps, there remains a clear downtrend
in economic activity across the globe, especially in
the developed world.
Even Australian jobs numbers released Thursday
showed clear deterioration, not surprising as we
struggle to decouple from our dependence on the
mining boom.

And while the current correction has made many
investors understandably nervous, a sober
assessment of the economic landscape highlights
that all the fundamentals underpinning the gold bull
market are still in place.
Therefore, while further short-term weakness can’t
be ruled out (especially with investor sentiment so
negative), much like the previous corrections we’ve
seen this decade, this current bout of weakness is
likely to prove a fantastic buying opportunity for those
who have a longer time frame in mind.

A continued deterioration in the economy, and this
environment of elevated risk, will ultimately support
gold prices going forward, as investors grow nervous
about the outlook for, and historically low yields on
offer, in traditional investments like equities, cash,
property and bonds.
And the potential is considerable when one considers
the current breakdown of the world’s financial asset
pool.

The outlook for precious metals
Despite the hope and optimism that a year of rising
equity markets generates, the reality is that the global
economy is not recovering from the GFC.
The GFC was the end result of a multi-decade
explosion in debt across the developed world, made
possible by 30 years of falling interest rates, which
engulfed all sectors of society (individuals,

If even a trickle of funds rotates away from fixed
income, equities or money markets toward gold, we
believe prices will skyrocket.
On top of continued economic weakness, negative
real interest rates, significant risk and low yields in
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traditional assets, the other major factor which will
prove bullish for precious metals going forward is the
incredible physical demand from emerging markets.
The central banks of Brazil, Russia, India and China,
among others (who to date own proportionally very
little gold) are busy diversifying their reserves away
from US and European government bonds into
physical gold.
This is a process likely to continue for many years,
requiring the purchase of thousands of tonnes, and it
is being complimented by unprecedented retail
demand, particularly in China, where imports of gold
regularly run at over 100 tonnes a month. Given
gold’s scarcity, and more importantly, the stability of
its overall supply (the key differentiator between it and
other commodities), this demand can only lead to
much higher prices.
A gold boom?
A significant rally from here in the gold price would
not be without precedent. In the last great gold bull
market of the 1970s’, where gold rose from $35 to
$850, there was a roughly 18 month period where
prices corrected by 45%, as the chart below shows.

fundamentals underpinning the current bull market
are stronger than those that saw such a stunning
move back in the late 1970s, similar returns should
not be ruled out in the years ahead.
It could be even better news for trustees’ as a
potential fall in the AUD would add to their upside
potential, as well as providing some much needed
currency diversification.
With no easy way out from the uncertain times we’re
in, the investment potential, and portfolio insurance
that physical gold offers is likely to prove increasingly
attractive to prudent investors in the years ahead.
Jordan Eliseo has nearly two decades experience in
asset management and economic analysis, and has
been heavily involved in the precious metal industry
since 2004. He currently works as chief economist of
ABC Bullion, an independent bullion dealer.
Important: 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. Consider the
appropriateness of the information in regards to your
circumstances.

Rather than spelling the end of the bull-market, that
mid 1970s’ correction, which looks very similar to the
one we’re currently experiencing, proved an
incredible buying opportunity, with prices skyrocketing
over 700% from that point on.
Considering gold is still severely undervalued by
historical standards (relative to inflation, its
relationship with equities, or versus a perpetually
expanding global money supply), and the fact that the
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Sydney reaches an 80% clearance rate
by Penny Pryor
As expectations for further rate cuts started to
increase last week, the RP Data weighted average
auction clearance rate for the seven capital cities
minus Hobart, continued to move upwards and was
69.6% on the weekend (see graph 1 below).
Auction clearance results for the same weekend last
year highlight how slow the middle of July usually is,
with clearance rates well under 60% (see table 3
below). The stronger activity this July augurs well for
a good spring season, particularly if rates stay low.

Although the total number of auctions across the
seven major capital cities decreased over the week –
down to 965 from 1029 – Sydney had a stellar
weekend, recording clearance rates of 81% according
to APM (see table 1 below) and 79.7% on the RP
Data measure.

The most expensive property sold in Sydney last
weekend was in Randwick (in the Eastern suburbs)
and highlights the interesting trend of more costly
homes being sold outside of traditional expensive
suburbs, such as those on the North Shore. The
property in Randwick was a four-bedroom home and
went at auction for $2.35 million.
The most expensive home in Melbourne was also a
four-bedroom property in Malvern East and went for
$1.755 million.

The updated APM data for the previous week (see
table 2 below) shows strong clearance rates of 73.8%
in Sydney and 64.7% in Melbourne, despite the
colder weather, which usually deters property buyers.

Important: 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. Consider the
appropriateness of the information in regards to your
circumstances.
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Where are we at?
by Tony Negline
A lot happened in the Federal Parliament before 30
June with many super, tax and related legislation
being dealt with. Some laws didn’t make it through
Parliament before the end of June and may therefore
lapse.
“Successes”
Firstly, let’s start with the three changes about super
contributions that have been successfully legislated.
1. Revised taxation of excess contributions –
from July 2013 excess concessional
contributions will be taxed at a taxpayer’s
marginal rate instead of the highest marginal
rate. You’ll be allowed to withdraw any
excess concessional contributions from the
super system. The removed contributions will
be taxed at your marginal rate plus an interest
penalty for the late payment of tax.
2. The concessional contribution cap increases –
investors aged 59 or over on 30 June 2013
will now have a cap of $35,000 for the
2013/14 financial year. Everyone else will
continue to have a $25,000 cap for that year.
The $35,000 cap will apply for those aged 49
or over on 30 June 2013 for the 2014/15 year.
If current policies are unchanged, then
everyone else will have a cap of $30,000 in
that year.
3. Increase in contributions tax for higher income
earners – for investors who earn taxable
income, employer reportable fringe benefits
and total investment losses (there are some
specific exclusions from this income definition)
of more than $300,000, all concessional
contributions, other than excess concessional
contributions, after June 2012 will face 30%
tax on those contributions.
Still in the wings

Here’s a quick summary of where some policy
announcements are at:
Penalties for SMSFs breaching super laws
–the Cooper Review said the Tax Office
should be allowed to impose penalties directly
against SMSF trustees for super breaches. In
addition, the Cooper Review also said SMSF
trustees who breached the super laws should
be forced by the Tax Office to receive formal
education on their super law obligations. The
fines and costs of remedial education would
have to be paid out of the trustee’s own
money not the super funds bank account. The
Government accepted all these proposals but
the amending legislation didn’t make it
through Parliament before the end of June. If
Parliament doesn’t sit between now and the
next election, this legislation will lapse and
would only become law if it were reintroduced
into the next Parliament. It was going to start
on 1 July 2013. If it gets reintroduced, will it
have the same commencement date?
SMSFs acquiring assets from members –
thankfully this change has been dumped just
before the amending legislation was to be
debated in the House of Representatives.
This policy would have restricted how SMSFs
acquire assets from a fund’s members, their
relatives and related trusts and companies –
for example, off market transfers of listed
shares and business real property. This policy
change had been recommended by the
Cooper Review because it said the current
law was open to abuse but provided no proof
that any misuse was widespread.
Taxing pension income – in April, the
Government said it wanted to tax pension
income greater than $100,000 per
year. Legislation to implement this change
hasn’t been introduced into Parliament. In
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fact, a draft of these new rules hasn’t been
publicly released. We’ll probably have to wait
until after the next election to see the finer
detail on how these rules will work.
Use of the term financial planner and financial
adviser – the financial services industry has
lobbied for decades to only allow certain
people to describe themselves as financial
planners and advisers. The Gillard
Government caved into this pleading and
introduced Parliamentary amendments.
However, this change didn’t make it through
Parliament and so it lapses if Parliament
doesn’t sit again before the next election. It
would be fair to say that the Coalition isn’t
keen on this policy. The new ALP leaders
haven’t said what they think of it.
Financial planners needing to be registered
with the Tax Agents Board – this is a very
controversial measure in the financial services
industry but didn’t get through Parliament by
the end of June. It’ll only move forward if
reintroduced.
Tax penalties for taking money out of super
illegally – this policy was to commence on 1
July 2013. It would have seen any super
monies taken out of super before retirement
being taxed at the highest marginal rate, if the
withdrawal didn’t occur because of a super
fund member’s death, permanent or
temporary disablement or terminal illness.
This policy also didn’t get through before
Parliament finished its work at the end of
June.
Employer reporting of super contributions on
employee payslips – this policy was to
commence on 30 June 2014, but it failed to
make it through Parliament before the end of
June.
Important: 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. Consider the
appropriateness of the information in regards to your
circumstances.
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Did you know?
You could be in the Switzer Super Report. If you have an SMSF and are interested in sharing your experiences,
contact us at subscriber@switzer.com.au and you could feature in our regular My SMSF article.
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