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Fear and loathing
The talk around a potential dip in markets is everywhere but that doesn't mean it’s right. Today I detail
five reasons why there won’t be a crash any time soon.
Backing me up today are GMO’s Jeremy Grantham and Pimco’s Bill Gross, who combined look after
over $US2 trillion. What’s interesting about these guys though, is that they are traditional bears. In his
article today, Barrie Dunstan explains why these two gurus wouldn't be surprised if stocks continued to
move higher for another year or two.
Paul Rickard also provides our monthly update for the Switzer Super Report portfolios today. Our
income portfolio is doing very well – outperforming the index by 1.7%. Our growth-oriented portfolio
has underperformed by about 1.9% and we are making some changes.
Sincerely,

Peter Switzer
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Stock investors need-to-know list
by Peter Switzer
If you’re worried about remaining long stocks, with
even some respected professionals talking about a
20% drop in stocks, it might pay to be across five big
issues, which should determine how you run your
investments inside your SMSF.
1) The new order
First, there is a huge event on Thursday and that
involves the European Central Bank, which is worried
about deflation, with inflation at 0.7% and the pace of
the economic growth of the Euro zone. Spain’s
inflation is only 0.2%, while Italy’s is at 0.4%.
Pete Najarian, co-founder of US-based
OptionMonster.com, thinks it’s of huge importance
saying: “I think that’s going to be the biggest market
mover in a long, long time.”
The ECB is tipped to introduce a negative deposit
rate, which means the central bank would charge
banks for leaving money with them! This is designed
to force banks to lend more, create growth and jobs.
This is a huge play! Also, any plan for quantitative
easing would have an impact on stocks to the
positive.
On Saturday, I suggested that stocks had been
bought ahead of what Mario Draghi might do. If he
really shocks and awes the market, there could be
another spike. However, if he underwhelms, there
could be slide.
2) Jobs
Second, the Yanks get another jobs report on Friday.
Given that it covers May, and is now well clear of the
cold months of the March quarter, which delivered a
miserable minus 1% GDP growth rate, you’d want to
see a nice rise for job creation if you believe that -1%
was a rogue result. Goldman Sachs has actually

pushed up its guess of second quarter GDP growth
forecast from 3.7% to 3.9%, following that bad
number.
Clearly, if this jobs report rocks confidence about the
US recovery comeback, then sellers would have a
strong hand over share buyers on Wall St.
3) Interest rates
Third, what happens if the good growth story gets
reinforced by jobs and stats on factory production,
housing sales and surging services sector? Well, the
Yanks could move quicker than expected to raise
interest rates, if the economy surprises on the high
side in coming months and stocks remain around
all-time highs as they are now. Right now, the bond
market is suggesting that US economic weakness is
ahead but it could be a host of other factors, from
European safe haven seekers with funds chasing US
bonds, to some stock players finding it hard to find
value in share markets and parking their money in
bonds.
I believe the ‘US-is-on-the-way up’ story but I could
stand corrected, though I doubt it. The Chicago
Purchasing Managers Index in May went up to 65.5
from 61 and that kept me on good terms with my
optimism. Gold sliding is another plus for stock bulls.
The Fed chief from Kansas City Federal Reserve
Bank, Esther George, said the Fed should raise rates,
sooner rather than later, but she is in a minority when
it comes to Fed officials. The bond-buying program
ends in what the Yanks call the fall – we’d call it
spring – and that’s when things could get interesting,
if rate rise speculation starts.
And what could that bring? Peter Boockvar of The
Lindsey Group in the US thinks the end of bond
buying or quantitative easing could usher in a 15-20%
drop in stocks! Of course, he could be wrong, but it
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could be a real stimulus to the overdue correction
I’ve been talking about.
This could be a real test of the dip-buyers, who have
stopped a serious correction happening in recent
times.
4) Fear and loathing
That leads me to my fourth issue. If the fear of US
rate rises leads to a big sell off, I’ll be a big buyer,
because it takes a few years of rate rises to KO a bull
market. I also subscribe to the view that we might be
still in the tail end of the skepticism phase of this
market, and so the optimism and euphoric phases lie
ahead.
It’s kind of weird, as I thought we were in the
optimism phase until the big freeze and the pause of
European growth came along, but these two slower
periods could serve to stretch out this bull market.
That is, it will be a longer, slower growing bull market,
which will suit me fine. Macquarie tipped a long, slow
grind higher and it just might be happening that way.

This better economic news for China comes as many
of the emerging economies’ markets are trading
stronger, which is another plus for optimists,
considering how emerging economies were trashed
earlier in the year, and were seen as possible
canaries in the coalmine.
All-time highs and some technical analysis that looks
negative make me accept a correction could come
but the overall fundamental messages from these five
big issues tells me that stocks are still the place to be.
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.

5) China
The fifth watch issue will be China. I started writing
this yesterday afternoon and 29 minutes ago the
latest PMI reading for Chinese manufacturing was
released. The official Purchasing Managers’ Index
rose to 50.8 in May from April’s 50.4 beating
expectations!
This is the fastest growth in five months, driven by
new orders. Reuters said: “the official survey showed
a broad-based recovery in manufacturing activity in
May, with nine out of the 13 sub-indices pointing to
improvement from the previous month.”
As Bart Simpson would say, and this is reserved for
China doubters, who always want to link stock market
Armageddon to a China slowdown: “Eat my shorts!”
China doubters say growth is heading to 6%, or even
lower, but a Reuters poll of economists say 7.3%
against a government goal of 7.5%, but this 7.3%
guess was before these PMI numbers showed up
yesterday.
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SSR portfolio update – income outperforms
by Paul Rickard
A grinding market in May saw most sectors on the
ASX put on small gains. Overall, the market added
just 0.06%, or 0.68% on a total return basis when
dividends are included. Holding the market back in
May was the materials sector, in particular, the iron
ore stocks.
Overall, the market is up 2.62% this calendar year, or
4.60% when dividends are included.
Reflecting these broader sector movements, our
high-income portfolio has outperformed the market by
1.7%, while our growth-oriented portfolio has
underperformed by 1.9%. In this our fifth review for
the year, we look at their performance in May and
detail some changes to our growth portfolio.
Portfolio recap
In January, we made some adjustments to our
Australian share ‘Income Portfolio’ and
‘Growth-oriented Portfolio.’
The purpose of these portfolios is to demonstrate an
approach to portfolio construction. As the rule sets
are of critical importance, we always commence a
review by briefly recapping the key portfolio
construction processes applied.

identifying 15 to 20 stocks (less than 10 is
insufficient diversification, over 25 it is too
hard to monitor), with a stock universe
confined to the ASX 100;
within a sector, weighting the stocks broadly
to their respective index weights, although
there are some biases; and
of course, we looked for companies that pay
franked dividends and have a consistent
earnings record.
The growth-oriented portfolio takes a very different
approach to the sectors in that it introduces biases
that favour the sectors that we judge to have the best
medium term growth prospects. Critically, it also
confines the stock universe to the ASX 100 (there are
many great growth companies outside the top 100).
Performance
The income-oriented portfolio is up by 6.33% and the
growth-oriented portfolio is up by 2.72% (see tables
at the end). Compared to the benchmark S&P/ASX
200 Accumulation Index (which adds back income
from dividends), the income portfolio has
outperformed the index by 1.73% and the
growth-oriented portfolio has underperformed by
1.88%.

The income portfolio is forecast to generate a yield of
5.01%, franked to 90.4%. The construction rules
applied include:
using a ‘top down approach’ and introducing
biases that favour lower PE, higher yielding
industry sectors;
to minimise the market tracking risk, adopting
a rule that says that our sector biases in the
major sectors (financials, materials and
consumer staples) will not be more than 33%
away from index;

Energy stocks lead the way in May
The energy sector was the best performing sector in
May, adding 3.0% on a total return basis to be up
8.4% this calendar year. Leading the way for the first
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five months are utilities (up 11.7%), information
technology (up 10.4%), property trusts (up 9.1%) and
energy (up 8.4%).
Probably the key take, however, is that the yield or
defensive sectors have outperformed this year.
Financials, property trusts and utilities are
comfortably ahead of the total return index,
telecommunications (which is arguably a yield sector
due to Telstra) is also ahead, and consumer staples
are only marginally behind. The laggards include
some of the more growth-oriented sectors, such as
healthcare, consumer discretionary and materials.
The table below show the sector weights (as a
proportion of the S&P/ASX 200), and performances
(total return) for the month of May and for the 2014
calendar year.

and broadly index-weight the other sectors. It also
includes an allocation to property trusts (REIT), and
somewhat more exposure to the “cyclicals” through
the selection of stocks from the industrial sector.
With these sector allocations, we would expect this
portfolio to moderately underperform relative to the
benchmark price index in a strong bull market, and
moderately outperform in a bear market.
For the first five months of the year, it is
outperforming the index. An overweight exposure to
the four major banks, in particular CBA and Westpac,
together with the inclusion of stocks such as Leighton
and Orora, is compensating for the poor performance
of the materials sector and stocks, such as Toll and
Primary.
The income portfolio is forecast to generate a yield of
5.01% in 2014, franked to 90.4%. At almost the
halfway point, it has generated a return of 2.26%,
franked to 90.37%. With two distributions still to come
from Dexus, and the fact that final dividends tend to
be higher than interim dividends, we expect that the
portfolio should marginally exceed the original target.
Our income-biased portfolio per $100,000 invested
(using prices as at the close of business on 30 May
2014) is as follows:

Income portfolio

* Income includes dividends declared payable.
Assumes 37.5% Leighton shares sold in partial offer
at $22.50, repurchased on 30/4 at $19.08.

The income portfolio is overweight financials,
consumer staples, utilities and telecommunications;
underweight materials and consumer discretionary;
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Growth portfolio
Similar to our approach to the income portfolio, we
applied a ‘top down’ approach to the industry
sectors and introduced biases that favour the sectors
that we feel have the best medium term growth
prospects. The growth-oriented portfolio is overweight
healthcare, consumer discretionary, materials and
industrials; underweight financials and property trusts;
and largely index weight the other sectors.
Critically, we have biased the stock selection to
companies that will benefit from a falling Australian
dollar – either because they earn a major share of
their revenue offshore, and/or report their earnings in
US dollars – such as CSL, Amcor, Brambles and
Computershare and BHP. Other biases include
Woolworths over Wesfarmers; CBA and Westpac
over ANZ and to a lesser extent NAB; and the
selection of Crown and JB Hi-Fi.
The portfolio is lagging the index by almost 1.9%.
Clearly, our sector biases are a little out of step with
the market, and we have decided to make some
changes. These are:
a) Reduce our exposure to the materials sector (in
particular, iron ore), by selling our holding in Rio
Tinto. This crystallizes a loss of $391;
b) With continued discussion around the Medicare
co-payment and expectation that this will have some
ongoing impact on demand for GP and pathology
services, sell our holding in Primary Health Care (this
crystallizes a loss of $291);
c) Maintain our overall exposure in the healthcare
sector by adding an investment in Resmed; and
d) Increase our exposure to the consumer
discretionary sector and two stocks that have
underperformed this year – invest $1,200 in Crown
and $1,118 in JB Hi-Fi.

* Income includes dividends declared and payable.
Prices of Crown (new), JB Hi-Fi (new) and Resmed
(new) as at 30 May.
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.

Our growth-oriented portfolio per $100,000 invested
(using prices as at the close of business on 30 May
2014) is as follows:
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Shortlisted – NAB and Western Areas
by Penny Pryor
Peter Switzer is becoming a bit of a contrarian when it
comes to the banks. Listening to business strategist
Gary Hamel at a boardroom lunch last week made
him think that NAB has the potential to surprise the
doubters.
According to Peter, what could work in NAB’s favour
is its focus on business banking, and its UK assets
could be worth more in the next two to three years.
“I do think they might be a surprise package,” he
says.
And if you’re a commodity watcher, you’ve probably
noticed the big spike in the nickel price lately.
This is mostly due to Indonesia’s decision to stop
exporting nickel in January, and as it accounts for
15% of the world’s supply, that’s kind of a big deal.
However, Switzer Super Report expert Rudi
Filapek-Vandyck was already calling a buy on nickel
exporter and producer Western Areas (WSA) 12
months ago. Since then. it has doubled in price.

Switzer Super Report director Paul Rickard is keeping
his eye on yield stocks, like Telstra.
“In this thirst for yield, Telstra should grind higher
(now bounced back from flirting with $5.00) and is up
on the year, starting 2014 at $5.25,” he says.
However Paul is a bit nervous about talk of an
“offshore earnings drive/offshore acquisitions” and
says he will sell out of Telstra if they go on an
acquisition spree.
Peter and I are fighting it out for who suggested this
one first – but regardless, anyone who did buy
Greencross (GXL) earlier this year would be in a
pretty good spot now.
Unfortunately I’m not one of those people. I’m sure
Peter, being the guru that he is, is.
The chart bellow shows it has gone up nearly 20%
since we mentioned it in Shortlisted in April.
Greencross (GXL)

Western Areas (WSA)

But it’s not too late to get in, according to Rudi, the
nickel price could keep riding higher for another four
years! It will become a momentum stock though, so
be prepared for some volatility.

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
The week past, ending Friday May 30th, saw a
significantly larger number of downgrades to ratings
for individual stocks, but the finer detail continues to
suggest investors should not fret about it as the
majority for both downgrades and upgrades ends up
in the Neutral/Hold basket.
In the good books
ALS Limited (ALQ) was upgraded to Neutral from
Underperform by Credit Suisse and to Hold from Sell
by Deutsche Bank. Credit Suisse upgraded after an
extended downgrade cycle and subsequent share
price underperformance. The FY14 result revealed
management is now more optimistic, and the broker
thinks a higher degree of earnings predictability
warrants a re-rating. Deutsche Bank found a number
of positive aspects to the FY14 result with conditions
seeming to improve. Cash flow generation remains
strong. The mining market may be challenging and
there are risks to the expectations for a second half
FY15 recovery in geochemistry sample flows but the
broker thinks the investment risk profile is now
balanced.

out. With up to 19 conventional wells anticipated over
the next 12 months, successful drilling results could
help justify the premium valuation that is currently
baked into the share price.
New Hope (NHC) was upgraded to Hold from Reduce
by CIMB Securities. The company has reported
quarterly saleable coal production of 1.5mt, 11%
ahead of CIMB’s estimate. Sales were actually down
17% on the prior corresponding quarter because of
the uneven timing of shipments. CIMB upgrades to
Hold from Reduce after the fall in the share price but
prefers Whitehaven Coal (WHC) given its more
certain production growth profile.
Stockland (SGP) was upgraded to Buy from Hold by
Deutsche Bank. The broker estimates that the revised
takeover proposal for Australand (ALZ) remains value
destructive for Stockland. At least now that the offer is
declared final, Stockland has provided some certainty
on its position. Deutsche Bank still prefers a sale of
Stockland’s stake. The stock has underperformed
and is now attractively priced, even allowing for the
value erosion, so the broker upgrades to Buy from
Hold.
Wesfarmers (WES) was upgraded to Add from Hold
by CIMB Securities. The past 12 months have been
uncertain for the company. CIMB observes
unscheduled outages, divestments and a
deteriorating coal price. But the latest strategy
briefing has provided clarity on a number of issues
and, as a result, CIMB upgrades to Add from Hold.
In the not-so-good books

Drillsearch Energy (DLS) was upgraded to Neutral
from Underperform by Macquarie. Macquarie has
used a general update on the Cooper basin to raise
its rating to Neutral from Underperform, pointing out
the company’s wet gas strategy seems to be playing

Challenger (CGF) was downgraded to Sell from Hold
by Deutsche Bank. The strong performance over the
past year was driven by the growth in lifetime
annuities. This may be appealing but the broker
believes the company runs the risk of
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underestimating funding costs and overstating profits.
Taking this into account, the spread margins look like
continuing to fall and constraining free cash-flow
growth as capital intensity rises.

appealing on the surface but, given the small upside
on offer and the fact that several medium-term
earnings risks are still in place, there is large
downside if the bid does not proceed.
Skilled Group (SKE) was downgraded to Hold from
Add by CIMB Securities. CIMB has reviewed the
drivers of revenue across each of the company’s
three divisions. Expectations for marine earnings are
lowered. Growth appears harder to achieve as the
broker thinks the scaling back of the work related to
Gorgon will not be fully replaced by a ramp up in the
Saipam/Inpex contract. FY15 earnings forecasts are
cut by 19%.
Earnings Forecast

Leighton Holdings (LEI) was downgraded to
Underweight from Neutral by JP Morgan. The broker
has been restricted on making a recommendation
given its involvement in the Hochtief bid but is now
back to downgrade Leighton to Underweight from
Neutral. On the one hand, the business faces
challenges provided by high gearing in a weakening
Australian resources spending environment and on
the other, Hochtief control adds uncertainty. The
broker does not believe shareholders are being fairly
compensated for the risks at the current share price.
National Australia Bank (NAB) was downgraded to
Underweight from Neutral by JP Morgan. The broker
notes NAB’s margins have been flat since FY07,
shifting from an average above peers of 20bps to an
average of 20bps below. While this can, to some
extent, be explained by a greater liquidity ratio than
peers, the real problem lies in the bank’s business
mix and that needs fixing.
SAI Global (SAI) was downgraded to Reduce from
Hold by CIMB Securities. Pacific Equity Partners has
made an indicative proposal for SAI Global at
$5.10-25 a share. The company’s CEO has also
been terminated following differences of opinion with
the board. CIMB believes the PEP offer looks

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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Big bears turn bull
by Barrie Dunstan
As world share market indices push into record
territory, the big, unspoken fear is that the world
climate of sustained, very low interest rates –
necessary to give time for the long, slow economic
recovery from massive deleveraging – could contain
the seeds of another investment bubble.
This is why some of the best investment thinkers
continue to worry about the future of interest rates to
try to anchor their long-term investment policies. On
this subject, two influential US investment gurus have
been reassuring investors – and cautioning them
against jumping off the rising market too soon.
The Gross outlook
PIMCO managing director Bill Gross, who coined the
“new normal” tag for markets several years ago, now
has a new tag – “new neutral”. Writing in his group’s
May Investment Outlook, he says PIMCO thinks the
new neutral policy rate of the Federal Reserve is
nearer to 2%, rather than the 4% being assumed by
the markets. If so, he says “then bonds, instead of
being artificially priced would be attractively priced.”
This would suggest that assets like stocks and real
estate must be assumed to be more fairly priced and
current fears of an asset bubble would be unfounded.
But this reassurance would come at a price – the low
rates reduce the returns on cash and all other
financial assets.
For investors such as pension funds seeking returns
above 7%, this means they need to take greater risks,
investing in alternative assets or higher percentages
of shares in a portfolio.
The Grantham take
Meanwhile, Jeremy Grantham at GMO, which looks
after $US117 billion, has taken a historical look at

asset bubbles, which his group has now been
studying for more than a decade. Using two standard
deviations as the measure of an asset bubble, GMO
has now aggregated 40 world equity markets to find
that, unlike the 2007-08 period, the world markets in
March were up only about 1.4 standard deviations. To
reach two standard deviations, the S&P 500 would
need to hit around 2250 points – almost 15% above
the high reached on May 30.
While Grantham is a devout value manager, who
believes all booms revert back to the mean, he thinks
that, despite the fears of diehard value managers, this
boom might have a lot further to run. The reason:
GMO believes long-term value managers are heavily
outnumbered by the momentum managers, who have
no qualms about pursing the market’s rising trend –
perhaps beyond 2250 points on the S&P.
So the usually cautious Grantham thinks that, after
perhaps a possible down period to October this year,
the stock market could be strong for the next one and
a half or two years.
While warning that the market run could be derailed
at any time by various global factors, he thinks there
is more than a 50% chance the boom might continue
for up to two years and go above 2250 points on the
S&P.
“I am not saying that this time it is different,” he says.
“I am sure it will end badly. But given this regime of
the Federal Reserve and the levels of excess at other
market peaks,” he thinks what would be different is if
this bull market ended just yet.
While PIMCO’s Gross doesn’t provide detailed
numbers, his conclusion on the asset bubble is very
similar to Grantham. Gross says if the neutral policy
rate is 4%, that could make current forecasts of a
bear market almost 100% certain. But if 2% is closer
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to the mark, then, Gross says, “asset markets are not
bubbly – just low returning.”
Since US share and bond markets largely determine
the mood of local markets, the views of Grantham
and Gross (who are normally more cautious than
bullish) seem to provide reasons for investors to hang
on longer for the ride rather than jump off the
bandwagon too soon.
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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Top tax deductions for your SMSF
by Jo Heighway
Whether they are common expenses, such as
accounting fees and establishment costs, or the more
outlandish such as flights, accommodation, laptops
and expensive software programs, the simplest way
to work out if it is appropriate for your SMSF to pay a
particular expense is to ask two questions:
Is the payment allowed under your trust deed
and the superannuation law?
Will the payment be tax deductible?
What does superannuation law say?
Remember the sole purpose test? That is the
requirement that any decision you make in relation to
your SMSF should be made for the sole purpose of
providing retirement benefits to members. Any
expense that provides a current benefit to members –
say a personal computer, training course or holiday
that you want now but can’t afford personally –
should not be paid from your super fund.
The sole purpose test is sometimes also known as
the ‘sniff’ test! If the expense looks personal or
excessive in relation to the size of the fund, it is likely
to get some extra attention.

Does your claim make sense?
The expense should ‘make sense’ in the context of
what types of investments your SMSF holds.
Let’s say you’ve come across a great share-trading
course that costs $6,000 and you want your super
fund to pay for it.
If you only have a small amount of money in your
SMSF invested in no, or only a few, listed shares in
blue chip companies, the expense represents a large
chunk out of your fund balance. If you have no real
intention of becoming a very active investor in your
capacity as trustee, then you really shouldn’t
contemplate paying an expense like this from your
super fund.
If the investments of the fund and your trustee
activities clearly indicate the expense is relevant, then
go for it.
What can trustees be remunerated for?
While you can’t pay yourself remuneration for your
services as a trustee, you may be able to be
remunerated for non-trustee services, provided:

Property, flights and other costs
Can your SMSF pay for your flights, accommodation
and associated travel costs to visit an investment
property owned by the fund? Yes, it is possible if the
visit is necessary for the maintenance of the
investment.
However, you will need to keep fantastic records and
document any personal component of the trip and
apportion the costs. Be prepared for extra scrutiny,
especially if the trip is for more than a day or two, is
overseas, or to a holiday location.

You are appropriately qualified and licensed
to perform the service;
The duties or services are performed as part
of a business through which you provide the
same services to the public; and
The remuneration is on an arm’s-length
basis.
A common example of this is an accountant receiving
remuneration for preparing the financial statements
and tax return of his or her super fund in their normal
course of business.
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Claiming those all important tax deductions
There are times when an expense may be allowed to
be paid by your super fund, but no tax deduction is
available. For example, the costs of establishing your
super fund, or expenses incurred when the fund is in
pension phase and paying 0% tax. In these
situations, the fund should still pay the expense, but
there will be little or no tax advantage.
There is a tax ruling (TR 93/17) that contains a
detailed list of expenses that are deductible to your
SMSF including:
Actuarial costs;
Accountancy fees;
Audit fees;
Updating your trust deed to comply with the
SIS Act;
Trustee fees and premiums under an
indemnity insurance policy;
Costs in connection with the calculation and
payment of benefits to members e.g. interest
on money borrowed to secure temporary
finance for payment of benefits, medical costs
in assessing invalidity claims;
Investment adviser fees;
Subscriptions for membership paid by a fund
to The Association of Superannuation Funds
of Australia Limited (which means
subscriptions to newsletters like the Switzer
Super Report would most likely be deductible
too).
Other administrative costs incurred in
managing the fund.

Hot tips to keep you out of trouble
Make sure the invoice is made out to the
super fund.
Wherever possible, pay the expense directly
from the super fund bank account.
Watch paying expenses from your own bank
account or company bank account as they
could be deemed a loan to your fund or a
contribution.
My final pieces of advice – don’t overdo it, and be
patient! Remember your superannuation money is
there for your retirement. The less you touch it, the
better your retirement will be.
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.

Expenses that are likely to be deductible include bank
charges, brokerage, filing fees, fines, interest paid,
life and TPD insurance premiums, valuation and
storage costs, property expenses, relevant training
courses, subscriptions, administration software such
as Class, and depreciation on plant and equipment.
Two of the most beneficial tax deductions available to
SMSFs are:
Exempt current pension income deduction –
available for funds paying pensions; and
Anti-detriment deduction – a very valuable
deduction for any fund paying a death benefit.
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Market bobs back up
by Staff Reporter
64.6% compared to 66.6% the previous week.
This week there was a strong set of auction sales
data across capital cities, with a preliminary weekly
clearance rate for the combined capital cities of
68.3%, up from 67.1% the previous week.
At the same time last year, the preliminary auction
clearance rate was 72.1%.
Weekly clearance rate (combined capital cities)

Sydney’s capital city home values dropped 0.2%
from last week, and came in 1.6% lower over the
month. Melbourne has also seen a negative change
in home values, down 1.2% across the week and
3.7% lower than the same time last month.
Across the five combined capital cities there was a
negative change of 0.3% in home values over the
week.
Capital city home value changes

During the month of May, auction volumes were at
record highs. Although the clearance rate was lower
than this time last year, there were 3,037 auctions
held, compared with 1,845 last year.
These higher auction volumes are clearly attributed to
the improved demand from buyers, who are keen to
scope out what’s currently on the market.
Capital city auction statistics (preliminary)

And looking to private treaty median price figures
across capital cities for the week – Sydney’s came in
at $710,000 after 2,214 sales were made, while
Melbourne’s totalled $485,000 after 1,798 sales.
Across the combined capital cities there were 6,555
private treaty sales and the median price was
$556,451.
Capital city private treaty median prices

In Sydney, there was a preliminary auction clearance
rate of 77.1% compared to 73.1% the previous week.
Melbourne’s clearance rate on the weekend was
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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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Don’t miss this!
Don't miss our Super Sessions special on tax time tips. Paul Rickard and I talk through everything you need to
do to get your SMSF ready for the end of the financial year!

16
Powered by TCPDF (www.tcpdf.org)

