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Blessed are the meek
The crash of MH17 in the Ukraine is an awful tragedy and our hearts go out to all those who have lost
loved ones. I don’t think this terrible event should have an impact on stock prices. Like all geopolitical
events there is still a risk, but today I explain why I don't think stock prices will also crash.
Also in the Switzer Super Report, James Dunn selects a bunch of companies – which includes Telstra
and Flight Centre – that he thinks will do well from the growing spending power of Generation Y.
In Shortlisted we look at JB Hi-Fi and iiNet, in Buy, Sell, Hold – what the brokers say, Sonic Healthcare
gets upgraded and also today Barrie Dunstan examines why SMSF trustees are so happy.
Sincerely,

Peter Switzer
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Could this plane crash, crash stock prices?
by Peter Switzer
With professional investors and fund managers
holding more cash than they like, and scratching their
heads about the overdue correction, the obvious
question is – could this Malaysian airline tragedy
cause a big market sell off?
I know I have pointed out before that left-field
geopolitical events rarely have a lasting impact on
stocks, but they can rattle markets short term. That
said, what would have to happen to see this gross
stupidity of Russian separatists in the Ukraine result
in a big market sell off, effectively creating that
missing correction?
The spook factors
Here are the possible actions that could really spook
financial markets:
A typically rash Vladimir Putin response to the
demands from the West;
Headlines such as this one from the weekend
— ‘Merkel Talks Tough’;
Europe actually taking tough measures, which
then bring a tougher response from Putin,
which affects energy supplies to Europe;
The Israel-Hamas missile battle escalates,
which is becoming a huge concern;
The ISIS actions in Iraq become more
dramatic;
All of the above!
The Merkel story is the one I’ll be watching unfold
over the week as she refused to let Russia wash its
hands of the actions of the separatists. She did not
mix her words when she said at a press conference:
“It is indeed the case that the separatists are heavily
armed, and there are many indications that some of
these weapons have come across the border from
Russia.”

The problem for Germany is that it is a big energy
customer of Russia but I did like the take of Ian
Brzezinski, a senior fellow at the Atlantic Council, who
noted: “We are talking about a $12 trillion,
globally-integrated economy versus a $2 trillion gas
station with only one customer. It’s time for Europe to
stand up” (CNBC).
This is all true but, if they do stand up, gold will head
north and stock markets will trek south.
Robert Bensh, an energy expert with assets in the
Ukraine (so he should know what he is talking about)
told CNBC that gas storage levels in Europe are
enough to get the region through winter, so there is
wriggle room for the West to play hardball with Putin.
And hard ball could hit stocks hard but, against that,
the leaders of Europe and the US don’t want to rattle
confidence and a huge stock market slump following
aggressive reactions of the West could be seen as
too big a risk to gamble on.
The bottom line for investors is – can the Russia
problem affect the world economic growth outlook
and the profitability of companies we invest in? Sure,
if oil goes to $US120 a barrel because of Putin and
his buddies, then there could be a serious stock
market issue. Most geopolitical blow-ups don’t have
these side effects, however, if serious economic
sanctions come out of this, it will be a big watch for
markets.
The power of growth
This is a fluid situation and so the 123-point gain on
the Dow, even with Israel starting a ground offensive,
shows us the power of the good run of US economic
data and company earnings that are keeping stock
prices elevated.
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Of course, this won’t surprise you that I think a
correction caused by geopolitical tension will be a
buying opportunity but are there any other risks we
should be taking into account as we look towards the
second-half of 2014?
Many commentators expect the Fed’s end of
tapering in October and the first increase in interest
rates will be a spook factor. But because it is a known
known, as Donald Rumsfeld would have it, and rates
are at zero and have to rise some time, I can’t see
the start of rate-rising being an enduring problem for
stocks.
Of course, if they raise rates too soon, stocks could
fall deeper and longer but rate rises will come with a
stronger US economy and that will bring stocks back
up.
Last week’s US earnings were better than expected
and there are 150 companies up for show-and-tell
this week. If the good news keeps coming from
earnings and the economy, it will only be the Putin
problem and the dark shadow he casts over a
weaker-than-expected Europe that will be left to pose
a problem for stock players.
That said, I did like the view of ANZ’s CEO, Mike
Smith, on where we are post-GFC. He said in The
Australian newspaper: “We are certainly in a better
position today than five years ago or even one year
ago. Now it’s time to focus on rehabilitation. On
growth.”
This was talk from a man who does not think the
economic expansion and the related stock market
growth is about to end soon. Sure, we can have a
correction but it will be the overdue buying
opportunity I have been banging on about for months.
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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Companies to buy based on Gen Y
by James Dunn
They shall inherit the earth, but they’re anything but
meek. Generation Y – broadly defined as comprising
those born between 1980 to 1994 – is the online
generation, the experiential generation, willing to
change jobs and go travelling at the drop of a hat.
The habits
Gen Y wants advancement – not necessarily related
to work performance or experience – or they’re outta
there. They face hefty university debt but are also
willing to spend big dollars on holidays. They are not
immediately willing to save for a house – scared off
by property prices, and because they can always lob
back in on mum and dad.
But Gen Y is also a generation whose spending
habits are emerging as a driver in certain industries.
According to Commonwealth Bank data on the
spending habits of two million of its customers, Gen Y
consumers are driving growth in online retail sales.
But what confounds marketers is that Gen Yers seem
to want to buy things for reasons that are different
from previous generations: they buy things because
of what those purchases say about them. Companies
struggle to retain Gen Y customers, because of the
line between what’s hot and what’s not – if a product
or service falls out of favour, it is tough to get it back.
This makes it difficult to tap into that Gen Y buying
power and invest to capture it.
The stocks
Simon Bond, head of the Newport office of broking
firm Morgans, has a good handle on what makes Gen
Y tick. For many years, Bond has followed the
demographic and technological trends that drive
share markets. He says there are a number of stocks
that stand out as picking up Gen Y spending.

The first is Telstra (TLS), which benefits by providing
Gen Y with its most basic need after food and shelter
– Internet connectivity.
“When it comes to telecommunications in this
country, Telstra has the reach, the spectrum, the
cables, the pipes, the infrastructure, it has it all.
Telstra is just a winner on every front – especially
with the growth in mobile – and it has the best
coverage, which is critical, because if something
doesn’t work immediately, Gen Y’s patience level is
zero.”
The Internet is media to Generation Y, he says.
“Traditional media is dead to them. If they read a
newspaper, it will be on a smartphone or a tablet.
They don’t watch TV – if they watch something, they
will watch it on YouTube, or binge-watch a series on
Google Chromecast on their mobile. It’s all through
Telstra.”
On top of this, Telstra has the added attraction of a
5.6% projected FY15 yield, on analysts’ consensus –
or 8% to an SMSF in pension phase (paying zero
tax).
Of the smaller telecommunications providers, Bond
says TPG Telecom (TPM) stands out in its appeal to
Gen Y because it is “cheap and cheerful” internet.
While it is cheap, TPG actually has a high profit
margin because it keeps costs very low. However, it
is not a great yield generator, at 2% projected FY15
yield, on analysts’ consensus: and at $5.50, is
trading above its analysts’ consensus target price, at
$5.26.
Commonwealth Bank (CBA) is another perhaps
surprising stock that can be bought on a Gen Y case.
Like Telstra, CBA is a staple of SMSF portfolios, for
the very good reason that the 5.1% estimated FY15
yield for CBA on analysts’ consensus forecasts
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becomes an effective yield of 7.3% for an SMSF in
pension phase.
But Bond says Gen Y thinks of CBA in terms of the
“killer banking app.”
“CommBank is probably four to five years ahead of
its bank competitors on technology,” he says.
“CommBank has got the Pay Tag (a small sticker
that attaches to the back of a smartphone, allowing
the user to make ‘tap & pay’ purchases) and
Cardless Cash (which enables the smartphone to be
used to get money from CBA ATMs). Because the
kids all live on their smartphones, they really get the
functionality of CBA’s smartphone apps,” says Bond.
Then there are the internet-based businesses that
have become the big business-disruptive web stocks,
jobs website operator SEEK (SEK), real estate sales
website realestate.com.au (operated by REA Group,
REA), auto sales website Carsales.com (CRZ) and
travel booking site Webjet (WEB).
“Gen Y identifies with these well-known, web-based
brands,” says Bond. “They know them, they use
them, they are relevant to them and they believe they
will remain relevant,” he says.

Lastly, there is Domino’s Pizza (DMP), which Bond
says Gen Y investors think of as an app, not as a
take-away food company. “The point about
Domino’s Pizza is that Gen Y understands it and
they use it. They love Domino’s: where else can you
sit on a beanbag in your underpants, design your own
pizza on the app and have it delivered – while
watching YouTube through Chromecast on your big
screen, and talking to your friends on Facebook and
Instagram,” he says. DMP offers a FY15 prospective
yield of 2.2%: it too is trading above analysts’
consensus price target.
It may be a maddening and frustrating generation, but
it is also an inspiring one and following the companies
that follow their spending trends, could reveal benefits
for all generations of investors.
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.

Although it is not wholly a web-based business,
Flight Centre (FLT) is also a business with strong
appeal to Gen Y customers, with its Flight Centre,
Escape Travel, Student Flights and Intrepid My
Adventure Store brands all picking up on Gen Y’s
love of travel, and particularly the targeted,
experiential eco-tourism and “voluntourism” (where
people combine volunteer work with a
non-government organisation (NGO) in the
developing world) sectors.
The fact that all five of these stocks are solid,
profitable companies, paying fully-franked dividends,
is added comfort for SMSF investors – but they are
by no means high-yield stocks. On FY15 consensus
forecasts, SEK is yielding 2.1%; REA, 1.6%; CRZ,
3.4%; and FLT, 3.7%; with WEB the standout, on 6%.
However, all of these stocks are trading at levels
above their analysts’ consensus price target, except
CRZ, which has 4% leeway at present.
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Avoiding super death taxes – the withdrawal and
re-contribution strategy
by Paul Rickard
One of the more common superannuation strategies
is known as the ‘withdrawal and re-contribution
strategy’. It can reduce the tax your adult children
may pay on any super death benefit, and can also
reduce tax payable if you are planning to retire early.
With changes to the contribution caps and the ‘low
rate cap’ for 2014/15, here is an update on how the
strategy can be applied.
Superannuation benefit components
Before we get to the strategy, a quick recap on the
components of a super benefit (lump sum or
pension).

The strategy
Most superannuants will have a much larger
‘taxable’ component’ than ‘tax free’ component.
When you start taking a super benefit, the amount of
each component (‘tax free’ or ‘taxable’) is
calculated by the trustees. This percentage is then
fixed and stays with the benefit (e.g. a pension) for
the life of the payment. For example, if you had
$500,000 in super and the components were
calculated as 20% ‘tax free’ and 80% ‘taxable’, a
pension payment of $20,000 in the first year would
have a ‘tax free’ component of $4,000 (20%) and a
‘taxable’ component of $16,000 (80%).

Superannuation benefits comprise two components –
the ‘tax free’ component and the ‘taxable’
component. In a piece of ATO word-smithing
brilliance, the ‘taxable component’ is further divided
into a ‘taxed element’ and an ‘untaxed element’.
The vast majority of superannuants don’t have to
worry about an ‘untaxed element’ (as this will only
occur if you were a member of a public sector
scheme or some defined benefit schemes), so we will
ignore this element for the remainder of this article.

Instead of commencing a pension, by withdrawing an
amount from super as a lump sum, and then
re-contributing it back as a non-concessional
contribution, the ratio between the ‘tax free’ and
‘taxable component’ is altered (it increases the
amount of the ‘tax free’ component). This reduces
any tax on a pension if aged under 60, and tax on a
death benefit payable by an adult child.

The ‘tax free’ component represents the return of
the non-concessional contributions you have made to
your fund (i.e. your after-tax personal contributions),
plus some other exempt components. When taken as
a benefit (lump sum, pension, or death benefit), the
component is always tax free.

Let’s look at an example. Suppose Tom, aged 56, is
fully retired and has $1.5 million in super assets.
Let’s assume that $150,000 is a ‘tax free’
component, and $1,350,000 is a ‘taxable
component’.

The ‘taxable’ component represents the return of
your concessional contributions, plus all the fund’s
investment earnings. While there is no tax on the
‘taxable’ component if you are over 60, there is tax if
you are under 60 and also for some recipients of a
super death benefit payment.

If Tom took a pension, he would draw $60,000 a year
based on a minimum payment of 4% per annum.
Assuming Tom has no other income, the ‘taxable’
component of the pension of $54,000 (90% of
$60,000) would be taxed $1,887, which is arrived at
by taking income tax (including Medicare Levy and
low Income Tax Offset) of $9,987 and subtracting a
15% tax offset of $8,100.

Early retirement – meet Tom, age 56

Tom could instead first reduce his tax by using the
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re-contribution strategy. Under current tax rules, you
can take up to $185,000 of the taxable component
out of your SMSF as a tax-free lump sum. This figure
is called the ‘low rate cap’ and it is indexed each
July 1.

For this strategy to work, it is essential to make sure
that any contribution put into super is not subject to
excess tax, which will apply if you aren’t eligible to
make a non-concessional contribution greater than
$180,000. If your super fund has to sell assets to pay

As a withdrawal of a lump sum will be in the same
proportion (10% ‘tax free’, 90% ‘taxable’), Tom
withdraws $205,555, which comprises a ‘tax free’
component of $20,555, and a ‘taxable’ component
of $185,000. Tom will not pay any tax.

you the benefit, make sure you factor in any capital
gains tax payable by the super fund into your
assessment of the strategy. Also make sure you
factor into your costs any additional super fund
administration costs or advice costs.

A short time later, Tom contributes the $205,555 back
into his fund as a non-concessional contribution (in
this case, he accesses the ‘bring forward rule’,
which means he can make up to three years’ worth
or $540,000 in one year). Because this contribution
will count towards the ‘tax free’ component, his
respective balances are now ‘tax free’ of $335,000
and ‘taxable’ of $1,165,000. He still has $1.5 million
in assets, but 22.33% of his SMSF is now a
‘tax-free’ component while 77.67% is a ‘taxable’
component.
If he now took an account-based pension, then his
pension of $60,000 would only be taxable up to
$46,602 (77.67% of $60,000), meaning that his net
tax will only be $334 (income tax of $7,324, less the
tax offset of $6,990). This represents a saving of
$1,553. Over the next four financial years Tom will
save $6,212 in tax.

Avoiding super death benefits
There is another reason to withdraw a lump sum and
re-contribute it back into super and that’s to reduce
the amount of tax payable on death.
Any ‘taxable’ component of a super fund death
benefit paid to non-dependants will be taxed at 17.0%
(15.0% plus Medicare of 2.0%). Under an unusual
legislative quirk, non-dependants include adult
children (over 25 years, or over 18 years and not in
full-time study).
Moving money from the taxable component to a
tax-free component can reduce the tax your adult
children will pay.
If we take the example of Tom above, we see that he
now has 22.33% of his benefit as a ‘tax-free’
component. Once his pension starts, this percentage
is locked in and doesn’t change. Suppose that when
he dies, his pension account balance is worth
$800,000. This means his tax-free component is
$178,640.
When the death benefit of $800,000 is paid to his
dependants, they will pay tax at 17% on $621,360. If
he hadn’t executed the withdrawal and
re-contribution strategy above, they would have paid
tax at 17% on $720,000 (90% taxable component).
Hence, the effective tax saving when the lump sum
is now paid to the non-dependant is $16,769.
The ideal time to initiate the withdrawal and
re-contribution transactions (in connection with death
benefits to non-dependants) is when withdrawals
from super are tax-free. That is, after age 60.

07

Critically, you need to be eligible to make the
contribution, and if you are accessing the ‘bring
forward rule’, you need to do this before you turn 65.
Also, make sure that if your SMSF has to sell assets
to make a benefit payment, you factor in any capital
gains tax.
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.

08

Buy, Sell, Hold – what the brokers say
by Rudi Filapek-Vandyck
The story for the Australian share market remains the
same as investors and analysts start looking forward
towards the upcoming reporting season.
Incorporating lower estimates for commodity prices,
in some cases, leads to downgrades in ratings, but
outside this specific adjustment, the underlying
picture remains supportive of ongoing strength.
In the good books
Macquarie Atlas Roads (MQA) was upgraded to Hold
from Sell by Deutsche Bank. The company will
acquire an extra 0.7% stake in APRR. Additionally,
the distribution guidance of 8.3c for the second half is
higher than the broker expected. Given the company
is trading at a 5% yield and over an 8.3% rate of
return, Deutsche Bank is upgrading.

Sonic Healthcare (SHL) was upgraded to Add from
Hold by CIMB Securities. CIMB expects further
synergistic acquisitions in Germany and has
performed a scenario analysis to better determine the
financial impact. The broker also believes the FY14
earnings guidance is achievable with abating FX
headwinds. While acknowledging upside risk to
forecasts, estimates are not changed based on the
re-analysis. However, valuation metrics have been
rolled forward and the target increases to $18.89 from
$17.04

In the not-so-good books
AGL Energy (AGK) was downgraded to
Underperform from Neutral by Macquarie and to
Neutral from Buy by UBS. The company expects to
achieve the lower end of its FY14 guidance of
$560-610 million and has indicated FY15 results will
be affected negatively by the withdrawal of the carbon
tax subsidy and LPG. This should be offset by strong
growth in the rest of the business. Macquarie
observes the retail market is weak and forward
electricity prices are falling. LNG delays are also
having an impact. Following the revisions, UBS
downgrades the rating to Neutral from Buy and the
target to $15.56 from $19.14.

Atlas Iron (AGO) was downgraded to Neutral from
Buy by UBS. UBS has re-modelled Atlas Iron to
incorporate an impurity discount of US$7.00/dmt,
although the broker estimates it widened to
US$11.00/dmt in the June quarter. The net result is a
37% reduction in FY14 earnings and 155% reduction
for FY15. The rating is downgraded to Neutral from
Buy, given the drop in valuation and a view that the
market is unlikely to ascribe any value to the Horizon
2 project in the current environment.
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Macquarie Group (MQG) was downgraded to
Underweight from Neutral by JP Morgan.
Macquarie’s share price has outperformed
international investment banks by some 10% since
the FY14 result. But the broker notes FY15 will likely
not see another big jump in US gas trading given the
unusual 2014 winter, there will be no Sydney Airport
distribution this time, and the A$ has crept up.

Earnings Forecast

SEEK (SEK) was downgraded to Neutral from
Outperform by Credit Suisse. The broker is surprised
SEEK’s share price has held up near its highs
despite the lower multiple implied by the Zhaopin
IPO. SEEK’s fortunes swing on its international
assets and risk around their multiples has now
increased. The broker has reduced the valuation
premium it assumes for quality online growth stocks.
Virgin Australia (VAH) was downgraded to Sell from
Neutral by UBS. The June quarter appears to have
been particularly tough and UBS is increasing FY14
pre-tax loss estimates to $240 million. Looking ahead,
unit cost control is the major focus but will remain a
challenge as capacity growth moderates, in the
broker’s opinion. UBS reduces the rating to Sell from
Neutral, given the share price has risen above
valuation. The target is lowered to 35c from 36c.

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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Shortlisted – JB Hi-Fi and iiNet
by Penny Pryor
It’s certainly heating up for merger and acquisition
activity, with Expedia’s recent takeover bid for
Wotif.com Holdings and David Jones finally going to
Woolworths South Africa.
Merger mania
The Wotif.com bid was foreshadowed by Tony
Featherstone in his SSR takeover target portfolio in
April and last week he added OzForex Group and
Ten Network Holdings to that list.
“Its undemanding valuation provides comfort for
long-term investors, and parts of the financial
services industry have a big target on their back from
aggressive online players that can compete at a
sharply lower cost base,” he said of OzForex.
Tom Elliot of Beulah Capital is well known for his
takeover target portfolio and he is a little bit surprised
that it has taken the M&A market a little while to heat
up.
“This recent bout of takeovers has taken much longer
than I would have thought of to eventuate,” he said
on Switzer TV last week.
He had David Jones on his list but says it can be
tricky to find the next retail target. Companies like
Myer have already had most of the fat taken out of
them.
“One that has caught my eye and is in fact probably
an obvious one, is JB Hi-Fi,” he says.
“It would not surprise me if one of the big US groups,
or possibly one of the big European groups, decided
to have a look at JBH. Because they have got such a
big distribution network, such a fantastic brand name
in Australia and as far as I can tell, the shareholder
register is wide open.”

Wotif used to be on his list until the recent Expedia
bid but he now thinks that Flight Centre could be a
target.
“I reckon something like a Webjet and Flight Centre
could merge at some stage fairly soon,” he says.
iiNet gets a tick from both Tony and Tom. It’s up 9%
in the three months since it joined the SSR list.
“iiNet is a stock that I still think is very likely to be bid
for at some stage. I was surprised to see there was
so much short interest in it,” Tom said.
“Betting against the shorts can make you a lot of
money. If you’re right and they are wrong… the shorts
scramble to get out of the market and of course they
actually bid the stock up in doing so.”
Telstra
Back to everyone’s favourite telecom, Telstra,
and SSR director Paul Rickard issues some caution
given the big price rise.
“Telstra (TLS) has been a strong performer this
month – up 4.2% in July to $5.43. Probably too early
to sell – however well past “buy territory” and starting
to look expensive compared to the major banks,” he
says.
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 changes for SMSF balances
by Barrie Dunstan
Self funded super fund trustees are still feeling very
happy with their choice of retirement savings vehicle,
according to the latest survey of satisfaction among
super fund members by Roy Morgan Research. But
with other figures showing that more than half SMSF
assets are now supporting pension payouts, the
question for the future may be how long some SMSF
trustees will remain this happy.
So happy
In the latest half year to May, SMSFs’ satisfaction
rating (based on financial performance) increased to
75.6% from 72.4% a year ago. This was in line with
the trend: in a year when a booming stock market
lifted most portfolios, the survey found a
proportionately larger gain for both retail funds (up
from 44.6% to 53.7%) and industry funds (up from
49.4% to 55.8%).
It seems the healthy rise in 2013-14 account
balances is the main reason for everyone feeling so
satisfied. There’s the “wealth effect” from rising
savings and, says Morgan’s industry
communications director Norman Morris, as a
consequence there’s also a rise in the level of
members’ engagement.
However, the SMSF world shouldn’t necessarily
assume the picture won’t change. Other figures
issued earlier by the DEXX&R group suggest there is
scope for the retail sector, in particular, to regain
some market share of total super assets over the next
decade. This follows on from the surprising fact that
already a majority of SMSF assets are in pension
mode. DEXX&R calculates that at December last
year, of the more than $500 billion in SMSFs, some
$294 billion represented assets in pension funds. This
represents about 65% of all types of retirement
income funds under management, leaving 33% in
retail allocated pensions and a tiny 2% in annuities.

For the moment, for those reaching retirement with a
sizeable amount in their account, it’s an SMSF rather
than a retail fund. The Morgan survey shows that, for
amounts over $250,000, people with SMSFs are even
more satisfied – 78.8% compared with only 66.4% for
retail super funds.
Changes afoot
But DEXX&R managing director, Mark Kachor, thinks
the retail super sector could gain in future as more
SMSF retirees need advice, partly because they
simply no longer want (or feel able) to manage their
investments.
It’s easy to lose motivation if the share market is
falling and it’s depressing if cash is yielding 3% and
shares not much more – especially if the ATO rules
require 6% or 7% of assets to be paid in pensions.
And, Kachor suggests, as SMSF pension account
balances inevitably run down, retail allocated funds
might start to look for a more cost-effective option
compared with the fixed costs of operating an SMSF.
His group is projecting retail allocated funds to
increase their share of the retirement income market
from the present 33% to 41% by 2023 – a handy rise
in the retail sector’s total retirement funds under
management from $149 billion now to $366 billion in
2023.
As a result, this will erode SMSFs’ share of the
retirement income market from 65% to 57% over the
next decade, though this still means that in 10 years,
the pool of pension assets in SMSFs will be roughly
equal to the current total SMSF assets.
The interesting exception in all this is the annuity
market; DEXX&R don’t see annuities gaining any
traction in the market, projecting annuities only to
maintain that 2% share of the retirement market by
2023.
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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Buyers still out in force
by Staff Reporter
This week, buyers continued to take advantage of
historically low interest rates – with the preliminary
clearance rate across the combined capital cities
coming in at 70.7%.
Weekly clearance rate, combined capital cities

The Sydney market continues to produce good
mid-winter results, with a preliminary clearance rate
of 76.9% compared to 76.4% the previous week.
Sydney has now experienced its sixth consecutive
week of rising clearance rates. According to
Australian Property Monitors (APM), the northern
beaches were the standout performer, followed by the
inner west.
Capital city auction statistics (preliminary)

According to RP Data, the median price for a house
in Sydney stands at $635,000, which is significantly
more expensive than the median price of a house in
Melbourne at $475,000.
Capital city private treaty median prices

Sydney houses took an average of 30 days to sell,
while units took slightly less time to sell, at 28 days.
Melbourne homes stayed on the market for around 43
days, and their units for an average of 50 days.
Despite the higher values of Sydney properties, APM
says that Melbourne has experienced price increases
of nearly 30% in the past 15 months, which makes it
the standout performer of the major cities in terms of
price growth.
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.

Melbourne’s clearance rate was 69.6%, compared to
67.0% last week, on RP Data’s measure. APM says
that Melbourne’s inner city suburban region, followed
by the north, produced the best results at the
weekend.
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Did you know?
Paul Rickard and I got together last week to talk about IPOs and how to know when to try and get in at the
beginning – and when to wait. Watch our tips here.
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