Issue 290, 26 May 2014

What if this time is different
I've always been quick to chuckle at anyone who voices the phrase "but this time is different".
However, when I look around at the market and what's going on with our economy and the global
economy right now, I'm starting to think that maybe this bull run is going to be a little different.
I think there will be bit of a correction but that will be part of a long, slow grind higher and you should
take advantage of any dips to buy good quality stocks - like ResMed. Tony Featherstone explains how
this medical innovator is positioned in his article today.
Also in the Switzer Super Report today, we have the first article in our four week End of Financial Year
(EOFY) special. Each issue for the next four weeks will include some EOFY tips and today Paul
Rickard looks at seven things you need to be on top of in your super fund.
Sincerely,

Peter Switzer
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Stocks to slide or a slow grind higher
by Peter Switzer
As a long line of expert investors and fund managers
are lining up to support a correction and/or a sell-off
of stocks, I keep pondering: what if this time it is really
different?
I have always laughed at experts in my 30 years of
business, economics and finance writing, as well as
my own investing, who have said: “This time it’s
different.”
Of course, in reality, the causes and the courses of
recoveries of economies and stock markets can be
different, but in substance there is a pattern that
pretty well sticks to a well-read script. And that script
says all economies go into recession, eventually, and
stock crashes do come along.
What if this time IS different?
But what can be substantially different is how long it
takes for the hard thud of reality to come crashing in
for investors and that is what has me thinking, believe
it or not, that maybe this time it MIGHT be different.
When I presented to Macquarie Bank’s private
investor clients last year, I shared with them what I
have been sharing with you for the past couple of
years. At the same time, Mac Bank’s research team
was talking about “the slow grind higher”, which
made me think that this time we could be in for a long
slow rise in stocks.
I’d prefer this over the often-seen boom and bust.
History has seen stocks rise seven out of 10 years
and if you had a portfolio as good as the index, you
would have seen around a 10% return when you
throw in dividends and this does not allow for the old
franking grossing up.
However, this is only an average, so sometimes the

bull market would be longer and other times shorter.
The longest ever US S&P 500 bull market was the
1987-2000 run and this even had a recession inside
it. There could be parallels to this in a sense that this
current bull market started after the Great Recession
(that’s what the Yanks call the GFC), which we
dodged, and also follows what might have been a
Great Depression, if the central banks of the world
and the major governments had not rediscovered the
economics of John Maynard Keynes.
The slow grind higher
This whole worldwide recession, the monetary policy
response and the slow economic recovery, where
businesses are hesitant to over-employ and where
the Internet is a big game changer for labour and
product markets, means that this could be a “long,
slow grind higher.”
I’m not saying a sell-off isn’t in the wings, with the
likes of Yank Denis Gartman thinking one’s brewing,
and so does Charlie Aitken, while the likes of Geoff
Wilson and Roger Montgomery are holding a lot of
cash because they say they can’t see much value
right now. But none of this means that there won’t be
a mob of buyers, when, and if stocks slide, and I’ll be
leading the charge along with Charlie, Roger and
Geoff.
The big economic picture still looks positive and I bet
it gets better and the Fed boss, Janet Yellen, is still
hosing down fiery talk about US rates moving up
sooner rather than later. In June, Mario Draghi is
expected to give Europe a big monetary shot in the
arm.
I think this time it is different and this bull market will
ride up slowly but up it will go for a longer time than
most experts think.
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I read in The Economist that a US recovery lasts five
years on average but that is an average, which is
made up of long and short recoveries. This one is
bound to be a long one — Janet Yellen’s job and
reputation rests on it.
And if you don’t want to take my word on this as an
economist or as a financial adviser, then take it as a
journalist!
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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Seven super actions to take before the end of the
financial year
by Paul Rickard
The end of the financial year is fast approaching.
Here is a quick list of the actions to check off to make
sure that you and your family members are getting
the most out of the super system. And as the super
rules apply to all, it doesn’t matter whether your
family are members of your SMSF or not.
1. Maximise your super contributions – up to the
caps
Maximise your concessional and non-concessional
contributions, up to the $25,000 and $150,000
respective limits.
Concessional contributions are:
Your employer’s super contribution (the
compulsory 9.25%);
Any amount you contribute via salary
sacrifice; and
If self employed and earn less than 10% of
your income from employment-related
activities, any amount you contribute and
claim a tax deduction for.
Non-concessional contributions are personal
contributions that come from your own monies.
If you are over 60 years of age or turned 60 during
financial year 2013/14, then you can make
concessional contributions up to a higher limit of
$35,000.
There are no restrictions on contributions for people
under 65 other than the contribution cap. Between 65
and 74, a fund can only accept a contribution if the
member meets the work test (40 hours paid
employment over any 30-day consecutive period
during the financial year). Once you have turned 75,
your fund can only accept employer-mandated
contributions (the compulsory 9.25%).

2. Have you just turned 65, or about to?
If you turned 65 during FY2013/14, this is your last
chance to access “the bring forward” rule and
contribute three times your non-concessional cap in
one go – up to $450,000. You must be under 65 on 1
July to access the rule.
3. The non-concessional cap is going up – you
may want to delay making a large contribution
The non-concessional cap increases from $150,000
to $180,000 in FY2014/15. If you are considering a
large personal contribution to super, you may want to
delay making it until 1 July (i.e. next financial year).
Under the “bring forward rule”, which allows three
years worth of non concessional contributions in one
year, the maximum will increase from $450,000 to
$540,000.
4. Don’t leave it to the last minute – make
contributions by 27 June
While 30 June is a Monday, the weekend before
means that the last day that many external funds can
realistically accept contributions is Friday 27 June.
Although there is some flexibility around the allocation
of contributions, there is none around the banking of
the monies. It must be in the super fund’s bank
account this financial year to qualify.
So, if making a contribution to an external fund (say,
for example, for a spouse or adult child):
If paying by cheque, no later than Wednesday
25 June;
If paying by BPay or direct transfer, no later
than Thursday 26 June.
And, of course, any contribution that your SMSF
accepts must be banked by 30 June.
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5. Spouse contribution – can you access the $540
tax offset?
If you have a non-working or low-income spouse, who
is less than 70 years of age, then you may be eligible
for a tax offset of up to $540.
For each $1 of spouse contribution you make up to
the maximum of $3,000, a tax offset of 18% is
available.
Your spouse’s income (which includes assessable
income, reportable fringe benefits and reportable
employer super contributions) is tested as follows:

co-contribution is reduced by 3.333 cents for
every $1 in excess;
At least 10% of the taxpayer’s income must
come from employment related activities;
The taxpayer makes a personal super
contribution – the Government matches this
on a $1 for every $2 made, up to a maximum
personal super contribution of $1,000; and
The taxpayer must be under 71 year’s of age
at the end of the year.
The maximum contribution is $500, which is made
when a taxpayer earns less than $33,516 and
“makes” a personal super contribution of $1,000.
Income includes assessable income, reportable fringe
benefits and reportable employer super contributions
(most commonly, salary sacrifice amount).
7. Taking a pension – have you taken enough?

Above a spousal income of $10,800, the maximum
spouse contribution is reduced on a dollar for dollar
basis, so that it is fully phased out when the spousal
income exceeds $13,800.
If your spouse is aged between 65 and 69, he/she
must meet the work test. Once the spouse turns 70, a
spouse contribution cannot be accepted.
6. Co-contribution from the Government of $500
for low-income earners
There aren’t too many handouts from the
Government – and despite being downsized to only
$500, the co-contribution remains one of them. If you
have a low-income spouse or partner engaged in
employment, or even an adult child working part-time
who you may wish to assist, then consider this
government benefit.

If you are taking an account-based pension (including
a transition to retirement pension), make sure you
take at least the minimum payment amount. There
can be significant taxation costs if you don’t –
potentially, the earnings on all the assets supporting
that pension will be taxed at the full 15%.
The minimum payment is a percentage of the account
balance as at 1 July (i.e. 1/7/2013), and is fixed for
the year, regardless of any changes in the account
balance. If you commenced a pension during the
year, it is a percentage of the account balance at the
commencement, and pro-rated based on the number
of days remaining in the financial year.
Minimum payments are based on your age at the
start of the year (or age when commencing a pension
during the year), and for 2013/14 are below.

The co-contribution is a contribution by Government
to a taxpayer’s super fund (including an SMSF) when
the taxpayer makes a personal super contribution.
To access the co-contribution:
The taxpayer’s income must be less than
$48,516. The full co-contribution is available if
the taxpayer’s income is below $33,516.
Between $33,516 and $48,516, the maximum
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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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Buy, Sell, Hold – what the brokers say
by Rudi Filapek-Vandyck
Underlying earnings estimates in Australia may now
have a negative bias, because of lower iron ore
prices and a persistently stronger-for-longer Aussie
dollar, but there doesn’t seem to be any negative
pressure on stockbroker valuations. The week ending
on Friday May 23 registered no more than four
downward changes in consensus price targets and,
maybe with the exception of junior miner Mt Gibson
(-3.63%), none of these changes would have
genuinely registered.
In the good books
BlueScope Steel (BSL) was upgraded to Neutral from
Underperform by Credit Suisse. Steel spreads
relative to raw material costs have improved
marginally. Lower iron ore price will have some
impact on NZ Steel’s iron sands export revenue but
the broker believes this is countered by higher steel
spreads. Moreover, lower raw material prices are
helpful in releasing working capital. The recovery in
residential construction in Australia also suggests a
potential reduction in loss-making exports.

believes risks round the company’s ability to repay
its debt have subsided and this warrants the re-rating.
An upcoming site trip to Kanmantoo provides a
near-term catalyst, which should reinforce
improvements that have been made to operations.
Qantas Airways (QAN) was upgraded to Overweight
from Underweight by JP Morgan. JP Morgan has
undertaken a review of forecasts, following a recent
update from the company on the cost savings and
fleet rationalisation. The broker expects an underlying
pre-tax loss of $134.6 million for FY15 compared with
former forecasts for a loss of $325.8 million. JP
Morgan thinks FY14 will herald a trough in earnings
but does not expect any tax to be paid until FY18 nor
any dividends before FY17.
Western Areas (WSA) was upgraded to Buy from
Neutral by Citi. Commodity analysts at Citi are now
self-declared “nickel bulls” and if their predictions
prove correct, investors in the sector are yet to see
the true nature of the term “commodities boom”. Citi
continues to see lots of upside, despite the 50%-plus
rally in prices year-to-date. Nickel is projected to peak
at US$26,500/t in 2016. Western Areas is the
stockbroker’s preferred exposure to the sector in
Australia. The analysts like the fact management has
the ability to use cash flow to fund growth options that
are earnings/NPV accretive.
In the not-so-good-books

Hillgrove Resources (HGO) was upgraded to
Overweight from Neutral by JP Morgan. The broker

Adelaide Brighton (ABC) was downgraded to Neutral
from Outperform by Macquarie. Adelaide Brighton
has provided FY14 guidance at the AGM. The
company expects an impact from outages at
Birkenhead, while lime volumes are down 5%
year-on-year. Despite a reduced earnings profile
Macquarie believes the company can still pay special
dividends, although upside in the near term is limited.
As there are no short-term catalysts and there is a
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risk that earnings will be flat or lower in FY15, the
broker downgrades to Neutral from Outperform.

stock is now fully priced.
Goodman Fielder (GFF) was downgraded to
Underweight from Neutral by JP Morgan. The broker
has downgraded Goodman Fielder to Underweight in
the wake of the rally after the takeover bid. The risk is
to the downside, given the buyer has said it will not
increase the offer. Some may consider the bid
opportunistic, but the broker believes it is fair.
Newcrest Mining (NCM) was downgraded to Neutral
from Overweight. Newcrest has outperformed of late
on an easing in balance sheet concerns, but debt
remains high, there is little growth outside Cadia, and
Lihir needs to see significant improvement.

Cochlear (COH) was downgraded to Underperform
from Neutral by Macquarie. Cochlear is to spend
$130 million on research and development (R&D) –
25% more than its FY14 forecast profit, and more, as
a percentage of sales, than all of the top 25 US
medical device companies, the broker notes. But
despite ongoing heavy R&D investment, COH has
delivered zero sales growth over three years. The
strategy is not working but the broker is not surprised.
Innovation does little to entice new customers into an
implant, the broker suggests, and today’s
technological improvements are more and more
incremental rather than game changing. What COH
really needs is an effective distribution channel to
penetrate the adult segment, the broker suggests.

Woodside Petroleum (WPL) was downgraded to
Neutral from Overweight by JP Morgan. After an
investor briefing, which focused on Browse FLNG,
exploration and operational efficiencies, JP Morgan
has decided to downgrade Woodside to Neutral from
Overweight, believing the stock has had a good run
and is now fairly valued. While the stock has limited
downside because of its solid free cash flow and yield
appeal, JP Morgan thinks upside hinges on progress
at Browse and exploration success, both of which are
long dated.
Earnings Forecast

CSR (CSR) was downgraded to Neutral from Buy by
Macquarie. The broker has updated aluminium and
alumina estimates. As a result, the company’s
aluminium division estimates are reduced in the outer
years, despite the positive outlook for building
products, which appears fully priced in the broker’s
opinion.
Dexus Property (DXS) was downgrade to Neutral
from Outperform by Credit Suisse. Incorporating
Commonwealth Property into the DXS valuation
provides a neutral result, but the broker has rolled
forward its asset valuations to June 2015, which
provides for a DXS target increase to $1.19 from
$1.16. The broker would like to see more
transparency of the integration of CPA but on a 12%
total return for 2014 to date, the broker believes the
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FNArena 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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Innovator ResMed to reward patient investors
by Tony Featherstone
The great challenge for value investors is to buy
exceptional, undervalued companies. Respiratory
medical device manufacturer ResMed Inc fits the first
category, but at current prices is trading near fair
value. However, on a long-term view, ResMed is a
buying opportunity.
A question of timing
The question is not whether to buy ResMed (RMD),
but when. Portfolio investors, such as self managed
superannuation funds, could justify buying ResMed
now, provided they can withstand potential
share-price volatility over the next two quarters, and
hold the stock for several years.
ResMed (RMD)

Yes, trying to second-guess market movements is a
mug’s game. It is far better to focus on company
quality and valuations than bet on short-term market
movements. Nevertheless, active investors should
consider accumulating ResMed over the next few
months, ideally at lower prices, rather than buying in
one go. There is no need to rush in for the company
in the next few months.
The outlook
Patient investors will be rewarded with ResMed.
Although it does not receive the plaudits of Cochlear
or CSL, it is one of the market’s more exceptional
companies and a great Australian innovation
success. It has a superb position in a superb growth
market to treat sleep-disordered breathing problems.
ResMed specialises in making and selling products
for the diagnosis and treatment of obstructed sleep
apnea, a potentially life-threatening condition that
involves repeated episodes of airway obstruction
during sleep due to the relaxation of tongue and
airway muscles.

Active investors could wait for better value. The
Australian share market is ripe for a mid-year
pullback, or even a correction, as short-term
pressures on equities intensify. I am bullish on the
sharemarket in the medium term and expect a
fourth-quarter rally this year.
But a quarter or two of higher volatility and
share-price weakness would not surprise. In this
scenario, stocks such as ResMed, trading on
relatively high Price Earnings (PE) ratios, could be
candidates for profit taking, as more fund managers
lift portfolio cash weightings in the next few months in
anticipation of adding more stocks back at lower
prices.

Research shows patients with obstructive sleep
apnea have a seven-fold higher risk of death and
heart disease. Other findings have shown links
between this condition and problems such as mood
disorders.
The US National Heart, Lung and Blood Institute
estimates more than 12 million people in the US
alone have sleep apnea. Millions more are potentially
undiagnosed, and this trend will surely strengthen as
the rate of obesity worldwide increases. More than
half of US sufferers are overweight.
ResMed is targeting a growth industry. As awareness
of sleep apnea increases, and as more chemists
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stock continuous pressure airway (CPAP) machines
and masks, sales will rise. It’s just the type of
industry that suits investors with long investment
timeframes.
ResMed has several hallmarks of exceptional
companies: high gross margins (more than 60%),
strong return on equity (19% in FY13, up from 13% in
FY11), low debt, excellent cash flow, high cash
reserves (more than $1 billion in the current quarter),
and a strong position in the large US market. Surplus
cash has helped it buy back shares.
ResMed’s operating performance is improving. Its
recently reported third-quarter results were slightly
better than expected, with revenue increasing 4% to
US$397.8 million on the same period last year. The
result was generally well-received by analysts and led
some to upgrade their valuations.
The numbers
Two aspects of the result stood out. First, ResMed’s
mask sales in the US rose by 4% over the second
quarter, due to solid uptake of its much-anticipated
AirFit P10 nasal pillow. It had lost market share in the
nasal devices market, off a high base, and the launch
of the Swift FX Nano direct nasal mask last year
disappointed. Its Quattro Air full-face mask is still
doing well.
AirFit’s early success is an important development.
History shows that well-received product launches for
ResMed boost earnings, as large numbers of current
users upgrade to new masks. Nasal masks have
good potential because they are more comfortable
than full-face masks that connect to the flow
generator that pumps air to the patient during the
night.
Also, there is a high rate of non-compliance with
CPAP machines. Some sufferers find having air
blown into the mouth or nose during the night is
intolerable. More people are using dental devices that
treat obstructive sleep apnea, and reportedly offer
higher comfort, although this is a small part of the
market. A more comfortable, quieter nasal mask from
ResMed has good potential.

The second aspect of the quarterly report was signs
that the company is overcoming pricing disruption
from the roll-out of the Medicare competitive bidding
(CB2) initiative in the United States. The change
means significantly lower reimbursement rates for
independent distributors of ResMed products in the
US. It led to fears that the company’s margins would
be eroded.
However, such sales account for about 10% of
ResMed’s sales, and the market fears that led to falls
in its share price between October 2013 and April
were overdone, judging by its largest quarterly result
– which was yet another record. Greater competition
from Fisher & Paykel and Respironics in the sleep
apnea market is a bigger long-term threat.
ResMed has a strong product pipeline in the next 18
months. A new S10 flow generator this year, more
market share gains from AirFit, and easing concerns
about US health funding reforms should support the
share price.
Key to its success is the ability to retain high profit
margins, which are currently ahead of its competitors.
Stronger volume growth and high margins have the
potential to lift ResMed’s earnings growth and its
intrinsic valuation, with the share price to follow.
Conclusion
The market, of course, is aware of these strengths.
ResMed has a three-year average annualised total
shareholder return (including dividends) of 23% to 21
May 2014. Over five years, the return is almost 20%
and over 10 years, Resmed has delivered an average
12% annual return.
Morningstar has a fair value of $6 a share for
ResMed, Lincoln’s valuation is $5.33 and FN Arena
has a target price of $6.03. At $5.45, ResMed looks
marginally undervalued against broking forecasts.
Consensus estimates on FN Arena have ResMed
trading at 17.9 times FY15 earnings, which is
reasonable for a high-quality technology company
with a strong position in a multi-billion-dollar global
market.
The stock provides sufficient value for long-term
investors to buy now. And potentially better value for
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active investors, who can watch and wait, and
possibly accumulate ResMed at lower prices in the
next few months, as sharemarket volatility in the
second and third quarter increases.
Tony Featherstone is a former managing editor of
BRW and Shares magazines.
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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Shortlisted – takeovers
by Penny Pryor
The bid for Treasury Wine Estates by private equity
group KKR last week has again focussed investors’
attention on potential gains that can be made from
buying the next target.
How to pick them
Tom Elliott, director at Beulah Capital, knows a thing
or two about takeover companies and has a whole
portfolio based on the concept that certain companies
will eventually be acquired by other companies.
“We sort of comb through the shareholder registers
of what we see as target companies and that’s how
we come up with our lists of stocks,” Elliott said on
Switzer TV last week.
They look for concentrations of shareholdings by
certain investors.
“Channel 10 has got takeover written all over it
because you’ve got James Packer, Lachlan
Murdoch, Gina Rinehart all there as substantial
shareholders but at the same time it’s in a terrible
industry at the moment,” Elliott says.

David Jones either.
“David Jones is trading as though the Woolworths bid
will go through at this price but it is still possible
Woollies will have to chuck a bit of extra cash on the
table to get some shareholders on side,” Elliott says.
What to buy
Of all the companies potentially in play at the
moment, Elliott says the one that has the most to
gain, is DUET.
“That’s got the most potential in it, however you
don’t have a bid on the table to prevent any future
losses,” he says.
Another interesting play would be Envestra Limited,
as it currently has its two largest shareholders vying
for it – APA Group and Hong Kong-based Cheung
Kong Group.
“And the other one I reckon would be Treasury and
KKR…I reckon they wouldn’t mind paying a bit extra
to get this one,” Elliott says.

Although not an official takeover, last week
infrastructure fund Spark announced it was buying a
14.1% stake in gas pipeline group DUET. Spark said
they had “no current intention” to make a full
takeover bid. But that doesn’t necessarily mean they
won’t.

But you shouldn’t buy a company solely on its
acquisition potential. A stock needs to be a solid
investment as well.

“No current intention could be changed at any time,”
Elliott explains.

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.

“Companies like that don’t go and buy 14% of each
other without having some kind of evil intention
towards the other stock.”

“The fundamental rule is you must be happy to own
the stock in the absence of the bid,” Elliott says.

Don’t be surprised if Woolworths SA ups its bid for
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New penalties for SMSFs
by Penny Pryor
From 1 July this year, the Australian Taxation Office
has new powers to fine and punish SMSF trustees
when they breach certain provisions of the legislation.

Head of policy and technical at AMP SMSF, Peter
Burgess, believes this will be one of the most
frequent punishments handed out by the ATO.

The financial penalties

Need to know

There are 17 possible breaches that will incur
financial penalties from $850 up to $10,200,
depending on the breach. The new system has been
in the pipeline for a while, but legislation passed in
March has made it official. It will operate as a penalty
unit approach, under which each penalty unit will
carry a fine of $170.

The ATO will be able to use their new powers for
breaches made from 1 July this year. But the ATO
has also made it very clear in industry briefings,
according to Burgess, that if the breach was made in
a previous year and an effort has not been made to
rectify prior to 1 July 2014, it will still be subject to the
new penalties.

The new penalties start at five penalty units, or $850,
for something like not providing appropriate statistical
information to the ATO. That penalty rate would then
double for not preparing financial accounts and
statements or keeping appropriate records of
meetings and important decisions.

“This is where the tough love comes in. Get your
fund in order now,” Burgess warned on Switzer TV.

The most serious penalty would be for 60 units, or
$10,200. Lending money to a member or relative
would carry a penalty of 60 units.
The ATO will now find it much easier to issue
monetary penalties. It was previously able to do this
but it needed court action to enforce it.

And there is a double whammy for SMSFs with the
individual trustee structure, as the monetary penalties
will be imposed on each trustee and the fines cannot
be paid from the fund. The total cost to a
four-member fund with a five-penalty point breach,
would therefore be $3,400, or $850 times four. An
SMSF under a corporate trustee structure would only
have the fine of $850 imposed on the company.

Back to school

There are also a couple of extra compliance
requirements at the end of this financial year that
trustees need to be aware of to keep their fund on the
right side of the rules.

The ATO will also now have the power to issue
educational directives where it feels mistakes have
been made inadvertently or because trustees did not
understand the rules.

This is the first year that trustees will need to have
their annual audit completed by a registered auditor
with ASIC. You can check whether or not your auditor
is registered on the ASIC database here.

This will be a free online course and will cover all
aspects of SMSF management and administration,
not just the area that was breached, and trustees will
have to provide proof they have passed the course.

And there have been some changes to insurance
requirements during the last financial year when it
comes to trauma and total and permanent disability
(TPD) insurance.
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Previously, SMSFs were allowed to have policies that
included own-occupation definitions i.e. they could
insure for trauma for no longer being able to conduct
their own job. A surgeon with a hand injury would be
covered under this definition, as she would no longer
be able to operate. However, these policies must now
include an any-occupation definition. So if you are still
fit for any kind of employment – our surgeon might be
able to do medical research for example – the policy
won’t pay out.
However this change will be grandfathered, so if you
are thinking of taking out such a policy, then you need
to do it before 1 July this year.
Most people in the industry are welcoming the
changes to the ATO penalties as a more flexible
approach for trustees who, most of the time, make
mistakes inadvertently. But it would be very wise for
SMSFs to start getting their funds in order now.
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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Auction activity steadies
by Staff Reporter
This week, the preliminary auction clearance rate
across capital cities was 66.1%, compared with
66.6% last week. At the same time last year, the
auction clearance rate was 67.1%.

61.7% this week, compared with 68.8% last week,
which suggests demand and supply remains fairly
consistent. In Melbourne, the median price of houses
came in at $485,000 while Sydney’s median price
sat at $700,000.

Weekly clearance rate, combined capital cities
Capital city private treaty median prices

There has also been a 53% rise in homes on offer at
auction since this time last year, and since the
clearance rate has remained quite steady, there is
definitely sufficient demand from buyers.
Demand in the Sydney market gained a nice boost
from the recorded preliminary clearance rate of
69.9% last week, to 76.2% this week. Again, this solid
gain indicates buyers have welcomed being spoilt for
choice with what’s on offer – there were 1,075
auctions in Sydney this week! Across the major
capital cities, auctions totalled 2,714.

However, the Sydney home value dropped 0.7% over
the week to be down by 1% over the month, as
average prices in the combined five capitals were
down 1.7% over the month.
Capital city home value changes

Capital city auction statistics (preliminary)

The preliminary clearance rate in Melbourne was

The average time on market for Sydney was 30 days,
with the rate of vendor discounting (the average
percentage difference between original listing price
and final selling price) was -4.5%. In Melbourne, the
average vendor discount was -5.4%, after 41 days on
the market.
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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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