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Welcome to our quarterly magazine –
in this edition:

• SMSFs are on the rise
• Should we continue allocating alternatives
in a diversified portfolio?

• Are you financially ready for retirement?
• Changes to private health insurance
rebates

• Grey nomads
• Returning to work: four things to think
about

• 2017 Federal Budget
Welcome to the second edition of
inTouch 2017, our quarterly publication
to keep you up to date with what’s
happening in the financial services
industry. Following the Federal Budget
announcement on 9 May we capture
the key highlights, which are yet to
be legislated and passed through
Parliament, in engaging illustrative format.
We also take a look at some issues that
may impact young families when you
return to work after having a baby, and
for our retiree clients you might be keen
to read our interesting article on grey
nomads that introduced me to a new
word – ‘Workamping’. I hope you enjoy
inTouch Q2.
Peter Ornsby
RI Advice Group, CEO

SMSFs are on the rise:
Could one be for you?
More and more people are
turning to self-managed
superannuation funds
(SMSFs). We explore the
popularity of SMSFs and look
at their benefits and risks.
What is an SMSF?
An SMSF is a private
superannuation fund that’s
regulated by the Australian
Taxation Office. You manage
it yourself and it can have up
to four members who are also
responsible for the fund, including
making sure it’s compliant.

SMSFs are growing
The SMSF sector is growing in
Australia. In April this year, Andrea
Slattery, the chief executive of the
Self Managed Superannuation
Fund Association, predicted that

more than 2 million Australians
will have an SMSF within the next
15 years1.

“The number of selfmanaged super funds
has doubled from
230,000 in 2003 to more
than 580,000 today, while
the number of trustees
has risen from about
580,000 to 1.1 million
today,” Slattery said. “Both
are expected to double
over the next 15 years.”1
In fact, the self-managed super
funds market makes up the
biggest portion of the super fund
industry in Australia, accounting
for $654 billion worth of the $2.2
trillion super fund industry1.

Why are they gaining
popularity?
One reason is the reforms that will
come into effect on 1 July 2017.
People are looking for ways to
have more control over their super,
particularly considering the new
caps coming on how much super
you can hold in a tax-free account
($1.6 million) and how much you can
contribute from after tax funds over a
year ($100,000).
Slattery believes SMSFs make it
“easier for people to manage their
retirement planning and also the
transition from the accumulation
phase to the retirement phase”.
More young women are also setting
up SMSFs1. Typically, Australian
women retire with around half as
much superannuation as men, often
due to becoming the primary family
carer2. To rectify this, more women
are speaking to financial advisers
about SMSFs to ensure they are set
up for the future.

The reforms also encourage
individuals to contribute to their
partner’s super, which may be
managed most effectively through
an SMSF.

While an adviser can help you with
these, it does require a strong
commitment from you, keeping
in mind non-compliant SMSFs are
penalised.

Further, according to Slattery, an
increasing number of people who
are self employed or own a small
business are looking to SMSFs to
give them more control over their
finances3.

Is it for you?

Benefits and risks
SMSFs are appealing for several
reasons. For one thing, you’re in
charge. You may have more freedom
when investing in funds, more control
over your super strategy, and more
flexibility regarding your retirement
plans. Ultimately, you may end up
saving more superannuation for your
retirement than if you went with other
super funds.
But there’s also a lot to consider. For
example, you will also be responsible
for a range of complex legal
requirements.

If you have the time, and support
from a financial adviser, and wish to
have more control over your super,
then joining the 1.1 million Australians
with an SMSF may be your next step
to a bright financial future.
Keep in mind that SMSFs require a
serious commitment and a financial
adviser can help you determine if it’s
an option for you.
1. www.theaustralian.com.au/business/
financial-services/superannuation-rulechanges-add-to-lure-of-smsf-route/newsstory/d82c8514caeb6c1e3e5d584848f51ead
2. www.abc.net.au/news/2016-04-21/
super-gender-gap-leaves-australian-womenstruggling/7346764
3. www.theaustralian.com.au/business/
financial-services/superannuation-rulechanges-add-to-lure-of-smsf-route/newsstory/d82c8514caeb6c1e3e5d584848f51ead
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Should we continue to be allocating to
alternatives in a diversified portfolio?
Balanced fund with and without alternatives

Source: Willis Towers Watson, eVestment, JP Morgan
Note: Returns as based on the Optimix balanced portfolio with and without the Onepath
Growth Alternatives strategy. Hypothetical returns prior to October 2015 are provided
for the incorporation of the Onepath Growth Alternatives product at existing manager
allocations.

A question that is becoming more regularly asked is whether it is still
worthwhile investing to alternatives when performance has been relatively
poor over the last few years, especially when compared to share
markets. However is it right to be expecting that alternatives will always be
outperforming especially in very strong share and bond markets.

Alternatives aim to diversify the sources of return
and to lower the average risk of the overall portfolio.
There is an expectation that alternative investments are purely
performance seeking and should be always achieving high rates of return
however the purpose is to provide smoother returns in all market cycles
when combined with traditional strategies such as shares and bonds.
Traditional balanced portfolios will typically be dominated by stock
market risk so alternative allocations aim to diversify some of this risk
away. The chart above looks at periods where there have been large
negative returns for a balanced diversified portfolio with and without a 10%
allocation to alternatives.
It can be seen that the portfolio with alternatives has reduced the portfolio
losses when compared to having no allocation to alternatives in the
periods of large negative return periods.

Are we at a turning point?
There are signs that the markets
may be turning in alternatives favour.
With the United States increasing
interest rates there is a greater
divide now between economies
across the globe with increased
political risks. This is likely to lead to
increased volatility in markets which
also provides greater opportunities
for alternative managers to generate
returns.

Rising interest rate
periods, such as what is
occurring in the United
States, have historically
also been profitable for
alternative managers.
Hedge fund industry
becoming more available
While alternatives are often
thought as lacking transparency
that lock your money away for an
extended period, there has been
a greater focus from investors to
provide greater access to what
the managers are investing in,
daily access to the investments
to withdraw and add as well as
reducing the overall cost of funds.
This has resulted in increased
alternatives funds becoming available
to mum and dad investors.
Overall, investing in alternatives in
a diversified portfolio still provides
diversification benefits and the asset
class is an important differentiated
source of risk and return to be
combined with share market and
bond funds.
If you are interested in finding out
more, a professional financial adviser
can discuss this in more detail with
you and whether alternatives may
help you to reach your financial goals.
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Check your wealth health

FOR FREE

Do you know how financially
fit you are?
Would an understanding of
your current financial position
help you achieve your
financial goals?
In just 15 minutes, you can gain
valuable insights by creating your
own obligation and cost free,
personalised Wealth Report that
helps you unlock the answers to:
• How do my finances stack up?
• How am I tracking towards my

goals?
• How long will my money last?
• Should I own or rent? What is

the impact of my current living
situation on my net worth?
• What risks should I consider?

Are you financially ready for retirement?
The decision around when to retire
can, for many people, be one of the
most exciting, yet daunting, times of
their lives. Do you retire at early so
that you can enjoy all the hard work
that you’ve put in, while still in good
health? Or do you keep working
which gives you more time to build
up your retirement savings, but
fewer years in which to enjoy your
retirement?

Whatever your age, here are some
simple strategies that you can use
right now to get ready for retirement.

Do you see yourself not working at
all, working part-time or perhaps
volunteering a few days each week?

Start planning early

You should also think about how
you’d like to spend your free time
– do you want to spend more time
travelling, working on your favourite
hobby, or perhaps doing something
completely new, like learning a new
language?

It’s important that you don’t fall into
the trap of working full-time, and
then one day just stopping. Create a
clear retirement plan, the first step of
which is to start thinking about what
your retirement looks like.
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Determine your income
Once you’ve decided what your
retirement will look like, you can
work out how much income you’ll
need to pay for this new lifestyle.
Many people moving into retirement
believe that they will spend less
when they retire, when actually the
opposite can often be true. You may
see your spending increase when
you first retire, as you start to enjoy
your hard-earned money and set
up new hobbies, join groups or look
to do some renovations around the
home. It may then slow down a bit,
then rise as the years roll on and you
have more health-related expenses.

Build your savings
Once you’ve worked out the income
you’ll need in retirement, you should
look at how much you’ll need to save
before you actually finish work. If you
wish to retire at age 65, for example,
a good rule of thumb is to have
20 times your required retirement
income saved up. This will highlight
whether you’re on track, or if you
need to make some changes to your
investments, so that you’re able to
retire with the income you need.

Changes to private health insurance rebates
The private health insurance rebate is an income tested rebate that helps
with the cost of private health insurance. The new private health insurance
rebates from 1 April 2017 are:

Singles

<$90,000

$90,001 –
$105,000

$105,001 –
$140,000

$140,000+

Families

<$180,000

$180,001 –
$210,000

$210,001 –
$280,000

$280,001+

How healthy are your
retirement plans?
You might be surprised by how few
people nearing retirement have a
clear picture of their current financial
position. However, given the amount
of time and effort that goes into
financial management, it’s very easy
to put it on the back burner and
keep it there. This is where a qualified
financial adviser can help.
We have tools, such as the Wealth
Report, that in just 10 minutes, will
give you a personalised snapshot
of your financial situation. You’ll no
longer have to guess about how
you’re travelling financially, allowing
you to more easily identify what you
could be doing better, and where
your biggest opportunities lie.

Rebate
Age

Standard

Tier 1

Tier 2

Tier 3

<65

25.934%

17.289%

8.644%

0%

65–69

30.256%

21.612%

12.966%

0%

70+

34.579%

25.934%

17.289%

0%

Medicare Levy surcharge
All ages

0%

1%

1.25%

1.5%

Single parents and couples (including de facto couples) are subject to
family tiers. For families with children, the thresholds are increased by
$1,500 for each child after the first.
It is possible that with the new rates introduced on 1 April this may result
in an increase in the cost of your health insurance and therefore has an
impact on your cash flow. A professional financial adviser has access
to tools to help you effectively manage your cash flow so any new or
unexpected costs can be factored into your financial plan.

Financial advisers help people
achieve their financial goals; we
would love to talk to you about it too.
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Grey nomads:

Retirement on the road
An increasing number of Australians
are choosing not to spend their
retirement at home. Instead, they’re
setting off for adventures in the great
outdoors. Could this be your dream
retirement?
Wandering retirees, known as ‘grey
nomads’, are defining a new kind
of retirement lifestyle. In 2016, grey
nomads accounted for almost half
of visitors at caravan and camping
sites across Australia, a 20 per cent
increase since 2015.
Road-tripping retirees usually travel
with their partners in motorhomes
or in cars towing caravans, and stay
at caravan parks or free camping
grounds.

So, what’s the appeal of this
peripatetic lifestyle?
For some, it is the opportunity to tick
new experiences off their bucket
list after a lifetime dedicated to
working and raising a family. That can
mean travelling far and wide across
Australia.

From the ‘big lap’ to a coastal drive,
grey nomads are hitting the road to
visit sights such as Uluru, Kakadu,
the Great Ocean Road or Shark
Bay. Some retirees are making
pilgrimages to historical sites such as
the National Anzac Centre in Albany,
Western Australia.
The nomadic lifestyle may also
be a cost-effective way to spend
retirement. Grey nomads avoid
the hassle and costs of flights
and hotels simply by taking their
accommodation with them. Some
choose to sell their home, enjoying
the added freedom from mortgages
and utilities bills.
Some even find work on the
road – called ‘workamping’. Many
tourist centres and caravan parks
have begun using the skills and
experiences of retirees, offering free
accommodation or payment for
completing tasks such as conducting
visitor surveys or doing maintenance
jobs. Workamping is also a great way
for grey nomads to become part of
the local community.
Retirees can even turn their passion
into a profession while travelling.

Hobbies such as photography,
knitting or painting can supplement
the pension or other income. It’s
simply a matter of putting a notice
up at the caravan park or joining the
local market.
Retirement can be stressful.
Individuals may feel a loss of purpose
as they rethink their goals, where
they belong and how to spend their
days. Becoming a grey nomad can
help retirees answer these questions
and enjoy a new life of travel at their
leisure.
Grey nomads can also become part
of a tribe. Each day, grey nomads
come together to share happy hour
at campsites and caravan parks
across Australia. Happy hour is an
informal tradition that goes with the
lifestyle and can help retirees meet
new people.
Before setting off, retirees may
need to consider if their finances,
insurance policies or estate plans are
set up for retirement on the road. A
financial adviser can help with this,
so the adventurers can focus on
other important questions – such as
caravan or campervan?
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Returning to work?
Four things you
need to think about
There are many reasons
for taking a break from the
workforce: to have a baby,
look after family members, or
recover from a redundancy or
illness. Whatever the reason,
returning to work can be
challenging. Here are some
tips that may help give you the
confidence you’re after.
1. How are your finances?
Before starting a new job, or
returning to a previous role, take the
opportunity to review your financial
situation.
Are all your bills paid? How good is
your debt management? You should
also update your budget to account
for your new income, keeping in
mind any changes in expenses such
as child care, and ensuring you have
savings in case of emergency. This
is also a great time to think about
income protection insurance.

2. Check your superannuation
Your superannuation savings may
have stalled from lack of employer
contributions. If you’d like to try to
catch up, there are options. For
example, you can salary sacrifice part
of your pay or you may be eligible for
the government’s co-contribution
scheme.
Spouse contributions may also
help, and under the superannuation
reforms coming into effect on
1 July 2017, anyone with a partner
who earns less than $40,000 can
contribute to their super and may
receive a tax offset in return.

3. Stay in touch
While you’re still on leave, there
are a few things you can do to give
yourself a chance of transitioning
back into the workforce successfully.

If you plan to stay in your industry or
role, make sure you are up to date
on the latest trends and insights.
Keeping in touch with colleagues and
your network is also a great way to
show you are engaged in your area.
You may also take the opportunity to
learn a new skill, gain experience or
take a course. This may indicate to
potential employers that you’re eager
to continue learning. Remember to
update your resume afterwards.

4. Talk to your employer
Many people returning to work
will require flexible workplace
arrangements, such as the ability
to work from home or only for
certain periods of time. Talk to your
employer about this early on, then
you can create an arrangement that
works for both of you.
If you are seeking a new position
and know you will need to work
from home some days, research
employers’ workplace flexibility
arrangements. Is there a work-fromhome policy?

Is work–life balance encouraged?
Seek out companies that offer these
policies and keep an eye out for
organisations with a return-to-work
support program.
Some people find that slowly
easing back into work sets up a
stronger foundation for long term
employment. This may mean
going back one day a week, then
increasing this to two, three or four
days. If you think this may work for
you, discuss a trial arrangement with
your employer.

Return to work with
confidence
Returning to work after extended
leave can be daunting – but it can
also be a great opportunity to
develop your skills, connect with a
community and achieve new goals.
There are many financial aspects to
consider, so speaking to a financial
adviser who understands the latest
reforms and your unique situation
may give you peace of mind.
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If you think this may be of benefit to you, speak to your financial adviser who can provide
more information based on your individual circumstances.

RI Advice Group Pty Ltd
Level 23, 242 Pitt Street
Sydney NSW 2000
1800 738 473
www.riadvice.com.au

Please feel free to pass our contact details to
your friend or colleague who can contact us to
be added to our mailing list for a free copy of
our quarterly inTouch magazine.

Please note: inTouch is of a general nature only and neither represents nor is intended to give specific advice on any particular matter.
This publication does not contain tax advice and it is recommended that you speak with a tax specialist about your circumstances. We strongly suggest that no person should act
specifically on the basis of information contained herein but should obtain appropriate professional advice on their own personal circumstances.
From time to time we may send you informative updates and details of the range of services we can provide. If you no longer want to receive this information please contact our
office to opt out. Materials are published by RI Advice Group Pty Ltd. ABN 23 001 774 125 AFSL 238429. The information in this publication is current as of May 2017.
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