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Autumn is here, and not a moment too soon after a prolonged heatwave over summer.
The Winter Olympics provided some welcome relief from the heat at home, and even
though we failed to score gold at Pyeongchang we came away with two silver medals, one
bronze and some promising young athletes to celebrate.

In the US, there was relief when the US Federal Reserve reported to Congress on
February 23 that it was comfortable with the inflation outlook and not inclined to lift rates
more than three times this year. Global shares stabilised after their recent volatility.

In Australia, the Reserve Bank has indicated rates are likely to remain on hold for some
time to encourage wage growth. Reserve Bank Governor Phillip Lowe told the House of
Representatives Standing Committee on Economics he would like to see wage growth of
3.5 per cent. Instead, the Wage Price Index rose 2.1 per cent in the year to December, just
above inflation of 1.9 per cent, with public sector wages (up 2.4 per cent) growing faster
than private sector (1.9 per cent).

On a positive note, corporate profits were solid in the six months to December, with a
record 94 per cent of companies reporting a profit, although only 57 per cent lifted profit.
Unemployment fell from 5.6 per cent to 5.5 per cent in January and consumer sentiment
continues to recover. The ANZ/Roy Morgan consumer confidence rating rose 2.3 per cent
in the final week of February to 117.9, well above the historic average. The strengthening
US dollar saw the Aussie dollar fall from over US81c in January to around US78.5¢ by the
end of February.
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Australians buying their first home or downsizing in retirement are
about to receive a helping hand thanks to new superannuation rules
which come into effect on July 1. From that date, first home buyers
will be able to contribute up to $30,000 into their super fund towards
a home deposit while downsizers can put up to $300,000 of the
proceeds of selling the family home into super.

This new measure has been devised

to assist first home buyers, many of
whom have struggled to save a deposit
as rising prices put even entry level
properties out of reach.

At the other end of the scale, the change is
envisaged to help older homeowners who
frequently find themselves in large houses
while trying to survive on a modest super
balance or the aged pension.

Here’s how the Federal Government
hopes to improve the situation at both
ends of the property market.

Buying a home

Under the new First Home Super Saver
(FHSS) scheme, individuals can arrange
for up to $30,000 to be deducted from
their pre-tax income and put in their
super account.! They can then withdraw
85 per cent of that money ($25,500),
plus any interest they’ve earned on it, to
use for a home deposit. In the case of a
couple, both partners can save $30,000,
meaning a deposit of $51,000 (i.e. 85
per cent of $60,000) plus interest can be
accumulated.

So what’s the catch?
It’s complicated.

For starters, individuals can only
contribute $15,000 into their FHSS
account in any one year. What’s more,
the compulsory 9.5 per cent super
contributions made by employers can’t

be accessed; additional voluntary
contributions need to be made. The
annual contributions cap of $25,000
cannot be exceeded; this includes all
voluntary contributions plus employer’s
Super Guarantee contributions.

When the money is withdrawn, it is taxed
at the individual’'s marginal tax rate minus
a 30 per cent tax offset. Effectively, that
means most people will pay little or no
tax although higher-income earners on
high marginal rates will still pay some tax.

Selling a home

Under the Downsizer Super Contribution
Scheme (DSC), homeowners who are

65 or older can put up to $300,000 of
their home sale proceeds into their super
provided it’s their place of residence and
they’ve owned it for at least 10 years. In
the case of a couple, both partners can
deposit $300,000 (collectively $600,000)
into super.

What’s the catch?

Unless you're a wealthy retiree looking
for a tax break there doesn’t appear to
be one.

For those who already have more than
$1.3 million in super, adding a $300,000
downsizer contribution will breach

the $1.6 million balance transfer cap
which is the maximum balance that

can be held in a tax-free super pension
account. Given the current generation

of Australians have been retiring with
average super balances of well under
$300,000, that is unlikely to be an issue
for most downsizers.

What do you do now?

If you are looking to purchase your first
home, you will need to check your super
fund allows FHSS contributions and, more
importantly, withdrawals. You'll then need
to arrange for your employer to deduct
voluntary contributions of up to $15,000
a year. When you want to access your
money, you will have to acquire a ‘FHSS
determination’ (essentially a balance
statement) from the Commissioner of
Taxation before requesting your super
fund to release the money.

Following approval of this request, your
super fund deposits your FHHS money,
minus any tax you'’ve incurred, into your
account. You then have 12 months to
sign a contract to buy or build a home.

If you are looking to downsize your
home, you will first need to check

your super fund accepts downsizer
contributions. If it does, you can
deposit up to $300,000 within 90 days
of receiving the proceeds of the sale.
You'll have to fill in and send your super
fund a ‘downsizer contribution form’
before, or when transferring the money
into your account.

If you’re hoping to either buy your
first home or downsize, call us to
discuss how the changes to super
can save you money.

i https://www.ato.gov.au/Individuals/Super/Super-
housing-measures/First-Home-Super-Saver-
Scheme/#Howyoucansaveinsuper

i https://www.ato.gov.au/Individuals/Super/Super-
housing-measures/Downsizing-contributions-into-sup
erannuation/#Eligibilityformakingadownsizercontributi



It probably comes as no surprise to anyone that there is a significant
underinsurance gap between what we would need to maintain our standard
of living should the unthinkable happen, and what we are actually covered for
in the way of insurance.

Australia is one of the most underinsured
nations in the developed world, ranking
16th for life insurance coverage.!

There are lots of reasons people give
for not buying life insurance, but top
of the list is invariably cost. Sounds
reasonable enough, especially when
households are under pressure from
increasing costs of living. But dig

a little deeper and it turns out the
way we weigh up decisions when
outcomes are uncertain is not always
in our best interests.

According to something called ‘Prospect
Theory’, people fear a certain loss more
than they value a larger but uncertain
gain. We tend to view money spent on
insurance premiums as a loss, unlike
money spent on a daily cup of coffee, a
pair of shoes or a weekend away, which
deliver immediate rewards.

There’s also a disconnect between
what we say we value and what we
spend our money on.

Thinking about
the unthinkable

When asked, most people say the
thing they value most is family. Yet
when it comes to insurance many of
us cover our car and our home but
overlook our most important assets —
our life, our ability to earn an income
and the wellbeing of the people who
depend on us.

Thinking about being diagnosed

with a terminal disease, suffering a
disabling accident or contemplating

your own death or that of your partner is
uncomfortable. Seeking cover for those
possible eventualities is something that is
very easy to put off or avoid altogether.

The real value of life insurance is the
peace of mind, that if we die or become
seriously ill and are unable to work then
the right amount of money will go to the
right people when they need it most.

Types of life insurance

There are different types of life insurance.
Death cover provides a lump sum

if you die or are diagnosed with a
terminal illness. Total and permanent
disability (TPD) pays a lump sum if

you are permanently disabled due to

an accident or illness and unable to
work again. Trauma Insurance (critical
illness insurance) pays a lump sum on
the diagnosis of one of a list of specific
illnesses such as a heart attack, cancer
or a stroke. Income protection provides
a monthly payment if you can’t work due
to iliness or injury.

The amount of life insurance you need
depends on your family circumstances,
your income and lifestyle. While many
working Australians have default cover
in their super fund, that’s no cause for
complacency. It's often a basic level of
cover, which may need to be topped up
outside super.

Take Chris, aged 30. He has a partner,
two children and the median level of
default life insurance cover in super for
someone his age. That is, $211,000

in death cover, $162,500 for TPD and
$2,250 a month for income protection.
According to a recent report by Rice
Warner, the amount someone in Chris’s
position needs is closer to $704,000 of
death cover, $910,000 of TPD cover and
$4,150 a month of income protection.

Paying for peace of mind

Paying life insurance premiums won'’t
provide the instant pleasure hit of an
espresso, but most people would be
surprised to know that the peace of mind
that comes from protecting their family’s
financial security costs less than their
daily cup of coffee.

Rice Warner estimates the cost of
death cover and TPD cover for the
average working Australian at less

than 1 per cent of salary, and less than
0.5 per cent for white collar workers.
Which begs the question, what cost do
you put on the wellbeing of the people
you love most?

If you would like us to help you

work out the appropriate level of life
insurance for your family, and the best
way to achieve it, give us a call.

i Swiss Re Economic Research & Consulting, 2007
i Underinsurance in Australia 2017, Rice Warner.

i www.ricewarner.com/rice-warners-affordability-study-
how-affordable-is-group-insurance-in-superannuation/



Although we are only at the tip of the iceberg of blockchain’s

immense potential, industry leaders like Bob Greifeld, CEO of Nasdaq,

have already pegged the emerging technology as “the biggest opportunity set we can
think of over the next decade”. From the humble origins of Bitcoin, blockchain has since
captured the imagination of everyone from Richard Branson to Bill Gates and virtually
every large financial institution on the planet.

Its purpose? To maintain the truest
representation of data and transactions
throughout the world, by minimising fraud,
human error and even system failure. And
that’s without mentioning the financial
benefits - for example an estimated $6bn
per year is anticipated to be made in global
savings by streamlining the clearing and
settlement of transactions.

Blockchain is changing the way
business is done all around the world,
both for transactions as well as data
processing where accuracy and security
is paramount. If that sounds broad,
that’s because it is: more and more
applications for the technology are being
discovered as it evolves.

Wait, what is blockchain?

A blockchain (singular) is a digital ledger
that’s shared between many parties.
Kind of like a database or a spreadsheet
that everyone can see and update — but
not edit or delete. When a transaction

is completed, it becomes a block in the
chain. The way it works means no one
party has control; it’s decentralised. Each
block in the chain contains a re-coded
copy of part of the last block. It's also
easy to verify information or transactions,
because each block in the chain comes
with its own little timestamp.

This makes it suitable for a variety of
commercial and practical purposes. Where
once ledgers or transaction histories were

proprietary, they’re now public (at least

to the extent they need to be — there’s

still privacy and personal secrecy at the
individual’s entry point to the blockchain
network). To contrast it with ‘traditional’
digital transactions, it’s viewable and
verifiable by everyone (not just the two
parties to the deal), and the record can’t be
changed or deleted. If a transaction has to
be corrected, the difference or reversion is
worked out and another block is created.

What’s blockchain being
used for right now?

Around the world, several private
companies are working on ways to use
blockchain for medical records. The
advantage would be that it would be
accessible from anywhere, any time,
reducing guesswork and errors in critical
situations. At the moment, different digital
medical record systems are all in different
‘languages’, and privacy laws mean it's
hard to share a physical paper file. If you're
thinking, “hold up, wouldn’t that mean
everyone would be able to see my private
health information?!” don’t worry — each
block is coded and can only be ‘opened’
with a private key. So, for example, you
might have to give your doctor a password
to access your info.

Close to home, Australian environmental
advocates have recently piloted a project
to track tuna from where it’s caught, right
to the end consumer. It's being done by

the WWF in conjunction with a fishing
company and a tech company. The idea
is that instead of fishing boats being able
to fudge records, or third party monitoring
bodies being vulnerable to corruption,
each stakeholder verifies their point in the
process in real time. And it’s as simple as
using smart phones to capture the proof."

What’s next?

The thing that’s got the business world
so hyped about blockchain is that it's

got almost endless applications where
transactions need to be secure and
records unchangeable. There’'s no doubt
that blockchain will ruffle the feathers of
businesses whose main value proposition
is that they’re the sole repository for critical
data. In the next few years, massive
institutions like payment networks could
disappear. And the international politics
of regulating a decentralised system are
going to be... intense, to say the least.

We're teetering on the precipice of

a massive change in the way we

communicate security-sensitive

information. It'll be exciting to see

where blockchain takes us next.

i http://www.kryptographe.com/blockchain-quotes-
from-successful-leaders/

i https:/blockgeeks.com/guides/what-is-blockchain-
technology/

i https://www.technologyreview.com/s/608821/who-
will-build-the-health-care-blockchain/

iv http://www.wwf.org.au/news/news/2018/how-
blockchain-and-a-smartphone-can-stamp-out-illegal-
fishing-and-slavery-in-the-tuna-industry#gs.P80961Q



