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It's February and the summer holidays are over for most Australians, but the bushfires and
drought in eastern states are far from over. Our thoughts are with everyone affected.

January was unusually busy on the economic front. The International Monetary Fund gro w l ng

downgraded its global growth forecasts to 3.3 per cent this year and 3.4 per cent in 2021,

citing downside risks from geopolitical tensions and worsening relations between the US toge tb e r

and its trading partners. And while the US Federal Reserve left interest rates unchanged in
January, Fed chair Jerome Powell said: “Uncertainties about the outlook remain including

those posed by the new coronavirus”. Ivy Wealth
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cent to 1.8 per cent. Also, unemployment fell slightly from 5.2 per cent in November to 5.1 Facebook ivywealth.com.au
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Australian retail trade also improved in November, with a rise of 0.9 per cent the biggest in
two years on the back of strong Black Friday online sales. However, consumer confidence
remained weak over Christmas. The Westpac/Melbourne Institute survey of consumer
sentiment fell 1.8% in January after a 1.9 per cent fall in December. This, along with the
impact of the bushfires and drought, has hit business confidence, with the NAB business
confidence index falling to six-year lows in December.
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Are your insurance
covered?

needs

The start of a new year is always
a good time to check whether
your insurance policies are still
serving your needs. But this
year there is even more reason

to review your cover.

If your super balance is less than
$6000 or you are under 25 and are

a new fund member, life insurance in
your superannuation will no longer be
automatic come April.!

Letters have already been sent out to
those affected by the change which is
part of the Putting Members First/Protect
Your Super Package legislation.

If you don’t respond to the letter by
advising your super fund that you want to
maintain your cover, it will be cancelled.

Since last year, super accounts inactive
for more than 16 months have been

in a similar situation with automatic
cancellation of life insurance if the
member doesn’t opt in to continue their
cover. There are a few exceptions, such
as defined benefit funds, so contact your
super fund if you’re unsure.

Of course, most Australians with super
won't be affected as their balances
exceed $6,000 and they are aged over
25. Indeed, due to the existence of
default life insurance offered through
super, many more Australians have
cover than in previous times.

Sometimes, however, this cover may be
insufficient to cover your actual costs,
should you need to make a claim.

Underinsurance still common

A 2017 survey by Rice Warner found
the median death cover was only twice
the median household income. Yet it's

estimated that people in their 30s with
children would need replacement income
equivalent to eight times their family
income to continue their current lifestyle if
one parent were to die.

Similarly, total and permanent disability
(TPD) cover is generally only three times
the median household income when four
times is ideal. TPD pays you a benefit if
you become seriously disabled and are
unlikely to ever work again.

While life and TPD cover have grown
thanks to super, only about 30 per cent
of the working population has income
protection insurance. Income protection
pays you regular income for a specified
period when you are unable to work due
to temporary disability or illness.

Given the size of mortgages these

days and the cost of raising a family,
this low level of income protection cover
is concerning.

You probably don’t think twice about
insuring your car or your home, so why
think twice about insuring your ability
to earn an income should something
unexpected happen?

Do regular check-ups

Insurance needs vary depending on
your income, your age, your family
situation and your working status.

Clearly if you have a young family
and a mortgage, your financial
commitments will be greater than if
you have paid off your mortgage and
your children have flown the nest.

That’s why it’s important to check your
insurance when it comes up for renewal

and/or when your personal circumstances
change. For instance, if you have recently
married, had a child or retired you may
need to alter your level of protection.

Inside super or out?

For some, life insurance outside super may
provide more tailored cover than insurance
offered inside super, or you might decide
to have a combination of the two.

Life insurance in super is often cheaper
because super funds can negotiate
group rates and your premiums are paid
with pre-tax dollars. Generally, you will
be covered without having to undergo a
medical, but there are drawbacks.

Unlike insurance inside super, cover
outside continues when you change
jobs. And claims are likely to be faster
as benefits are paid directly to the policy
owner and not to the fund.

Also, outside super, you can insure “own”
occupation rather than “any” occupation
with a TPD policy. This means you will get
a payout if you can’t continue working

in a similar occupation to your current
one. “Any” occupation is a much broader
definition and can lead to a lower chance
of making a successful claim.

Life insurance is a must for most people,
but it will be of limited use if you don’t have
adequate cover should you make a claim.

If you need help determining your
current insurance needs, give us a call.

i https://www.apra.gov.au/putting-
members%E2%80%99-interests-first-%E2%80%93-
frequently-asked-questions

i https://www.sunsuper.com.au/employer-news/
legislation-update-oct-19

i https://www.ricewarner.com/life-insurance-adequacy/



With interest rates at historic
lows and likely to stay that
way for some time, retirees
and other investors who
depend on income from
their investments are on the
lookout for a decent yield.

Income from all the usual sources, such
as term deposits and other fixed interest
investments, have slowed to trickle.
Which is why many investors are turning
to Australian shares for their reliable
dividend income and relatively high
dividend yields.

The average dividend yield on Australian
shares was 5 per cent in 2019 and more
than that for many popular stocks.

By comparison, returns from traditional
income investments are failing to keep
pace with Australia’s low inflation rate
of 1.7 per cent. Interest rates on term
deposit from the big four banks are
generally below 1.4 per cent!, while the
yield on Australian Government 10-year
bonds is around 1.2 per cent.’

But with shares entailing more risk than
term deposits or bonds, is a dividend
income strategy safe?

Dividends provide stability
When comparing investments, it's
important to look at total returns. The
total return from shares comes from a
combination of capital gains (from share
price growth) and dividend income.
While market commentary tends to focus
on short-term price fluctuations driven
largely by investor sentiment, dividend
income is remarkably stable.

Over the past 20 years, dividend income
has added around 4 per cent on average
to the total return from Australian shares.

For example, in 2019 the All Ords Index
(which measures the share price gains
or losses of Australia’s top 500 listed
companies) rose 19.1 per cent. When
dividends were added, the total return
was 24.1 per cent.

So how are dividend yields calculated?

Calculating dividend yields
To work out the dividend yield on a
company’s shares you divide the
latest annual dividend payments by
the current share price.

Take the example of BHP Billiton. Its
shares were trading at $37.41 in December
after paying annual dividends of $1.9178,
providing a dividend yield of 5.13 per cent
($1.9178 divided by $37.41). When you add
franking credits, the ‘grossed up’ dividend
yield is 7.32 per cent.”

Franking credits are a type of tax credit
compensating shareholders for tax the
company has already paid. Companies
such as BHP with fully franked shares
will have franking credits equal to 30
per cent of the gross dividend value.
This is not a recommendation for BHP,
simply an illustration of how dividend
yields are calculated.

But a big dividend yield is not always
better. A high dividend yield may signal a
company with limited growth prospects, a
falling share price, or both. Sometimes it’s
the result of a one-off special dividend.

So how can you spot a quality dividend?

Quality counts

Investors looking for a reliable income
stream need to focus on companies with
quality assets and strong management
teams, good growth prospects and
sustainable earnings. This is what will
determine the future growth in dividends
and/or the share price.

Theohunt for
dividend

Income in 2020

In the current low interest rate, low
economic growth and low inflation
environment, many companies have
taken a cautious approach and
rewarded shareholders with higher
dividends. As growth picks up,
companies may allocate a greater share
of profits to growing their business.

Relying too heavily on dividends from
Australian shares could also expose
you to risk or mean missing out on
opportunities elsewhere.

Consider the big picture
When hunting for a good dividend yield,
it’s important to follow fundamental
investment principles. That means
holding shares from a variety of market
sectors, with good prospects for growth
and income.

Diversification is also important across
asset classes. The total return from
Australian residential investment
property was 6.3 per cent in 2019 (from
a combination of price movements and
rental yields), but in other years the
performance of shares and property
could be reversed.”

And despite their lowly returns, holding
term deposits with different maturity
dates allows you to manage your cash
flow. It also helps avoid having to sell
your shares and crystallise losses in a
market downturn.

If you would like to discuss your income
needs within the context of your overall
investment portfolio, give us a call.

i https://www.canstar.com.au/term-deposits/highest-
term-deposit-rates/

i https:/tradingeconomics.com/bonds

i https://www.marketindex.com.au/analysis/dividend-
yield-scan-6-december-2019

iv  https://www.corelogic.com.au/news/corelogic-
december-2019-home-value-index-strong-finish-
housing-values-2019-corelogic-national
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Being called childish isn’t usually
a compliment, however there
are many things we can learn
from children. Here are some
important life lessons that they
can teach us (or remind us of).

No dream is too big

Think back to the earliest memory you
have of being asked what you'd like to
be when you grow up. It’s likely your
answer was a bit out of the ordinary

— perhaps you even wanted to be a
dinosaur or a princess! When kids
answer this question, their imaginations
run wild and they don’t stop to think of
feasible career pathways to their goal.
For them, no dream is too big

(even ones not grounded in reality).

While being realistic is an important life
skill, as we grow up we can lose the
knack of dreaming big. We can talk
ourselves down by thinking that our
dreams aren’t possible or that they'll
take too much hard work to achieve.

Playing it safe and not challenging
limiting beliefs can keep us in a place
of dissatisfaction. So whether you want
to climb the career ladder, try your
hand at a new hobby or go off on an
adventure, channel your inner-child —
let yourself believe that these dreams
are possible and start fearlessly
working towards them.

Don’t be afraid to ask for help

Children are encouraged to ask
questions and seek help from adults
when they need it. You may have had no
issues putting your hand up in class,

P o

but as an adult you'’re hesitant to
reach out for assistance.

Research paper ‘Why Didn’t You

Just Ask?’ (published in the Journal

of Experimental Social Psychology)
explains that “even a minor request can
invite rejection, expose inadequacies,
and make a help-seeker feel shy,
embarrassed, and self-conscious.”

Perhaps you could do with career advice
or need help with a more personal
matter. Moving beyond a tentativeness to
ask for assistance will help you feel more
supported and capable, so ask away.
Remember, all of us need a helping hand
from time to time.

We’re not that different from
each other

When you watch children interact, you'll
often notice how willing they are to make
new friends and interact with each other.
They might be poles apart in terms of
their personalities and backgrounds,

yet they tend to find commmon ground
and band together to play.

Adult relationships tend to be more
complicated. However, approaching
people and situations with an open mind
can bring you in contact with a diverse
range of views and experiences.

Look beyond your differences and
remember you all share the human
experience. You may find yourself
establishing great friendships and
partnerships you otherwise would have
missed out on.

It’s great to try new things

Kids are constantly exposed to new
experiences as they grow and are
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generally pretty enthusiastic about
trying something they haven’t done
before. Yet as we grow older, we
become more set in our ways and can
be reticent to feel like a beginner again.

Trying new things is a fantastic way
to challenge yourself and build your
confidence. It can also help you
recognise strengths you never knew
you had and also pinpoint what you'd
like to work on.

Don’t worry what others think

If you've heard the quote that begins
with “You've gotta dance like there’s
nobody watching ...” (William W.
Purkey), you'll know that as adults it
helps to be reminded it’s ok to let loose.

As our self-awareness and
understanding of social conventions
(where dancing in public can be looked
upon as a tad eccentric!) grows, we
can also lose the ability to block out
other people’s opinions. Enjoying
yourself without worrying about how
you’re coming across is something kids
excel at and adults can struggle with.

While you don’t have to take to tap
dancing in the streets, simply letting
yourself have fun and not being in
‘serious mode’ all the time can be
very energising and uplifting. It's a
fantastic way to feel like a kid again!

So, channel and nurture your inner child
- don't be afraid to dream big and be
open to new experiences and soon you'll
be viewing the world with the wonder
and wide-eyed enthusiasm of a child.

i http://francisflynn.org/wp-content/uploads/2010/03/
JESP2010-2.pdf



