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April is here beginning with a welcome Easter break. As the vaccine rollout continues,
restrictions ease, and life is a little closer to normal despite occasional setbacks. Whether

you are relaxing at home, or heading off on holidays, we wish you and your family a happy ro w -l n
Easter. g g
There was a raft of positive economic news in March, which should make the Federal toge tb e r

Treasurer’s job a little easier when he hands down the Budget on May 11. The Australian
economy staged a remarkable V-shaped recovery in 2020, growing 3.1% in the December

quarter and 3.4% the previous quarter — the biggest 6-month lift on record - after plunging Ivy Wealth
into recession in the first half year. The main contributor was iron ore, which has doubled 9/39 Murray Street
in price since March last year. Hobart TAS 7000
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As the vaccine rollout began and restrictions eased, business and consumer confidence E reception@ivywealth.com.au
rebounded. The NAB Business Confidence Index rose to an 11-year high of +16.4 points in W www.ivywealth.com.au
February while the ANZ-Roy Morgan Consumer Confidence rating hit a 7-year high of 124 Facebook ivywealth.com.au
points in March, up 30% over the year. Instagram ivy_wealth_tas

Confidence was reflected in a recent surge in new vehicle sales, housing construction and
property values. It was also boosted by a fall in unemployment from 6.4% to an 11-month
low of 5.8% in February. Company profits have also remained strong, with 86% of ASX200
companies reporting a profit in the December half year. Although aggregate earnings fell
17%, dividends were up 5% on a year ago with an estimated $26 billion currently flowing
to shareholders.

It’s not all plain sailing though. Temporary coronavirus JobSeeker and JobKeeper
payments ended on March 31, and fuel prices are rising just as everyone fills up for Easter
road trips. The strengthening economy saw the Aussie dollar shed 2c to US76¢ in March.

DWM (TAS) Pty Ltd trading as lvy Wealth ABN 30 153 421 179. Corporate Authorised Representative of Sentry Advice Pty Ltd AFSL 227748. This advice may not be suitable to you because it contains
general advice that has not been tailored to your personal circumstances. Please seek personal financial advice prior to acting on this information. Investment Performance: Past performance is not a
reliable guide to future returns as future returns may differ from and be more or less volatile than past returns.



- A WIN FOR YOU
& THE ECONOMY

2021 is shaping up to be a much
more positive year than 2020

in so many ways. For people
who put holiday plans on hold

or those with itchy feet because
they haven’t had much of a break
for a while, this year is the year to
get out and about.

While overseas jaunts are off the
table for some time to come,
Australia’s management of the
pandemic means we are able to
head off and explore the local sights,
while helping local communities and
industries hit hard by 2020.

Recently the Australian Government
announced their latest stimulus
package for these industries,

with $1.2 billion allocated to help
our domestic tourism and

aviation sectors.

From 1 April 2021, there will be
800,000 half-priced flights available
to 13 key regions which includes the
Gold Coast, Cairns, the Whitsundays
and Mackay region, the Sunshine
Coast, Lasseter and Alice Springs,
Launceston, Devonport and Burnie,
Broome, Avalon, Merimbula and
Kangaroo Island.

It's also worth keeping your eye out
for state run initiatives in the form of
travel voucher schemes. While the
amounts offered and conditions vary
from state to state, they generally
enable you to wine, dine or stay the
night in a location with part of your
bill subsidised.

The importance of R&R

There’s nothing like a holiday to
help us feel more relaxed and give
us a break from our everyday lives,
something we very much need after
the year that was.

We know that having a break,
whether it be from work or just our
regular routines, tends to improve our
wellbeing. It can offer a circuit breaker
from some of your stressors, give you
a new perspective as you take in new
surroundings, lighten your mood as
you do things you enjoy, give you a
chance to spend some quality time
with loved ones and simply recharge
your batteries by sleeping in and
taking it easy.

Supporting local

Perhaps you had to cancel that trip
to Paris or have to let go the idea of
relaxing on a beach in Bali. Fortunately,
we are spoiled for choice when

it comes to travelling in Australia,
whether it's a beach holiday you are
after, a hike in the mountains, a trip to
the snow, a tour of the outback or a
foray into a rainforest. We are blessed
with a myriad of natural wonders as
well as vibrant cities with world class
restaurants, attractions and nightlife.
Not only will you have a wonderful
time, you can also feel good about
supporting businesses who need a
hand getting back on their feet.

While it can seem like a distant
memory due to the COVID-19 outbreak,
2020 was also a hard time for many
Australians due to the bushfires that
ravaged many parts of the country.

As a result, the locations affected
are needing to rebuild and welcome
tourists back, so why not give

them a visit.

Planning your trip

Whether you take advantage of the
flight specials or instead travel by
bus, train or car, seeing another part
of the country will give you something
to look forward to.

While we may have become
nervous about forward planning
due to the uncertainty of 2020,
being organised will enable you to
make the most of travel deals and
plan your itinerary so you can fit in
everything you want to do.

If you're concerned about travelling
at the present time, why not take
the road less travelled and head to
a private spot (perhaps an Airbnb
rather than a busy hotel) in a
destination that isn’t as well-known.
By avoiding popular travel periods
such as the school holidays, you will
also avoid the crowds.

Wherever you travel in Australia,
whether it’s to the other side of the
country or just down the road, we
hope you enjoy your well-deserved
break and are able to recharge your
batteries for what is shaping up to be
an exciting year ahead.

i https://www.nestegg.com.au/invest-money/
economy/government-launches-half-price-flights-
to-kickstart-tourism?utm_source=Nestegg&utm_
campaign=11_03_2021&utm_medium=email&utm_
content=1&utm_emaillD=12572647d444fd955c403119
b8e4aec9f388abb9d188716e87830bfdbc9e9693



Separation and divorce can be a
challenging time, often made all the
more difficult when you have to divide
your assets. So how do you go about
decoupling your superannuation?

In years gone by, superannuation was
not treated as matrimonial property,

so divorce settlements typically saw

the woman keeping the house as she
generally had the children and the man
keeping his super. In a sense, neither
party won. She ended up with a house
but no money for her retirement while he
had nowhere to live but money for his
later years.

To remedy this situation, since 2002
super can be included when valuing a
couple’s combined assets for a divorce
settlement. After all, these days super is
probably your second largest asset after
your family home.

While super is counted in the calculation
of the total property, that does not mean
it is mandatory to split the super — the
choice is yours.

Unlike the early 2000s, both partners are
likely to have superannuation these days
although traditionally women will still tend
to have lower balances.' On average,
women retire with just over half the
super balance of men and 23 per cent of
women retire with no super at all.

As a result, many divorcing couples may

end up splitting super along with their
other property.

How to split your super

If you decide to split your super, then you
have three avenues, but keep in mind
that all require legal advice.

The three ways to split your super are:

e A formal written agreement that
both you and your partner instruct
a lawyer stating you have sought
independent advice,

e A consent order, or
e A court order.

A court order is the last resort if you
can’'t agree on a property settlement.

You can split your super as you choose
both in terms of the amount and the
timing. You can split it as a percentage
or as an agreed figure and you can
choose to split it immediately or at some
time in the future. Much will depend on
each of your life stages.

But whatever you decide, you MUST
comply with the superannuation laws.
Money received from your partner’s super
must be kept in super unless you satisfy
a condition of release. You also need to
be mindful of taxable and non-taxable
components and divide them equally.

How does it work?

Say the superannuation balances of a
couple is $500,000 with John having
$400,000 and Susie $100,000. If the
property settlement on divorce was
decided as a straight 50:50 split and it
included the super, then John would need
to give $150,000 of his super to Susie.

Susie would nominate a fund and the
money would be transferred.

If you have a binding financial agreement
or a court order, this transfer of assets
from one fund to another will not trigger a
CGT event. But if you don’t have such an
agreement, then John would trigger a CGT
event on the $150,000 he transferred.

Susie, meanwhile, would have the
advantage of resetting the cost base
on her received $150,000. So, a win for
Susie, but not for John.

If John happened to be in the pension
phase but Susie was still too young, the
money that is transferred from his super
to Susie will be treated according to his
situation. As a result, Susie would be
able to access the money before she
reached preservation age.

What about SMSFs?

If you have a self-managed super fund,
the situation could get a little more
complicated as you have to deal with the
issue of trusteeship.

If there are only two members/trustees in
the fund and Susie chose to leave, then
John would either have to find a new
trustee within six months or change to a
corporate trustee where he could be the
sole director.

Assets within an SMSF can also prove an
issue, particularly if a sizeable proportion
of the fund was tied up in a single asset
such as commercial premises. How easy
would it be to actually sell the premises?
What if the property was John’s business
premises and the means by which

John was in a position to pay Susie

child support? These are questions that
need addressing.

If you are in the process of divorce or
considering it, why not call us to help
you plan your finances before and after
the event.

i https://www.afr.com/companies/financial-services/
women-less-than-equal-in-retirement-20201203-
p56khb#:~itext=According%20to%20research%20from%20
Industry,with%20n0%20superannuation%20at%20all.



Bonds, inflation and
vour investments:

The recent sharp rise in bond rates
may not be a big topic of conversation
around the Sunday barbecue, but

it has set pulses racing on financial
markets amid talk of inflation and what
that might mean for investors.

US 10-year government bond yields
touched 1.61 per cent in early March after
starting the year at 0.9 per cent. Australian
10-year bonds followed suit, jumping from
0.97 per cent at the start of the year to a
recent high of 1.81 per cent.i

That may not seem like much, but to
bond watchers it’s significant. Rates have
since settled a little lower, but the market
is still jittery.

Why are bond yields rising?

Bond yields have been rising due to
concerns that global economic growth,
and inflation, may bounce back faster and
higher than previously expected.

While a return to more ‘normal’ business
activity after the pandemic is a good thing,
there are fears that massive government
stimulus and central bank bond buying
programs may reinflate national economies
too quickly.

The risk of inflation

Despite short-term interest rates languishing
close to zero, a sharp rise in long-term
interest rates indicates investors are
readjusting their expectations of future
inflation. Australia’s inflation rate currently
sits at 0.9 per cent, half the long bond yield.

To quash inflation fears, Reserve Bank
of Australia (RBA) Governor Philip Lowe
recently repeated his intention to keep
interest rates low until 2024. The RBA

cut official rates to a record low of 0.1 per
cent last year and launched a $200 billion
program to buy government bonds with
the aim of keeping yields on these bonds
at record lows.

Governor Lowe said inflation (currently

0.9 per cent) would not be anywhere near
the RBA's target of between 2 and 3 per
cent until annual wages growth rises above
3 per cent from 1.4 per cent now. This
would require unemployment falling closer
to 4 per cent from the current 6.4 per cent.

In other words, there’s some arm wrestling
going on between central banks and the
market over whose view of inflation and
interest rates will prevail, with no clear winner.

What does this mean for investors?
Bond prices have been falling because
investors are concerned that rising inflation
will erode the value of the yields on their
existing bond holdings, so they sell.

For income investors, falling bond prices
could mean capital losses as the value of
their existing bond holdings is eroded by
rising rates, but healthier income in future.

The prospect of higher interest rates also
has implications for other investments.

Shares shaken but not stirred

In recent years, low interest rates have
sent investors flocking to shares for their
dividend yields and capital growth. In 2020,
US shares led the charge with the tech-
heavy Nasdaq index up 43.6%."

It’s these high growth stocks that are most
sensitive to rate change. As the debate
over inflation raged, the so-called FAANG
stocks — Facebook, Amazon, Apple, Netflix
and Google - fell nearly 17 per cent from
mid to late February and remain volatile.”

Peecesoe

That doesn’t mean all shares are
vulnerable. Instead, market analysts expect
a shift to ‘value’ stocks. These include
traditional industrial companies and banks
which were sold off during the pandemic
but stand to gain from economic recovery.

Property market resilient

Against expectations, the Australian
residential property market has also
performed strongly despite the pandemic,
fuelled by low interest rates.

National housing values rose 4 per cent
in the year to February, while total returns
including rental yields rose 7.6 per cent.
But averages hide a patchy performance,
with Darwin leading the pack (up 13.8 per
cent) and Melbourne dragging up the rear
(down 1.3 per cent).”

There are concerns that ultra-low interest
rates risk fuelling a house price bubble and
worsening housing affordability. In answer
to these fears, Governor Lowe said he
was prepared to tighten lending standards
quickly if the market gets out of hand.

Only time will tell who wins the tussle
between those who think inflation is a threat
and those who think it's under control.

As always, patient investors with a well-
diversified portfolio are best placed to
weather any short-term market fluctuations.

If you would like to discuss your overall
investment strategy, give us a call.

i Trading economics, viewed 11 March 2021, https://
tradingeconomics.com/united-states/government-bond-yield

i Trading ecomomics, viewed 11 March 2021, https://
tradingeconomics.com/australia/government-bond-yield

i https://rba.gov.au/speeches/2021/sp-gov-2021-03-10.html

iv https://www.washingtonpost.com/business/2020/12/31/stock-
market-record-2020/

v https:/finance.yahoo.com/quote/%5ENYFANG/

vi  https://www.corelogic.com.au/sites/default/
files/2021-03/210301_CoreLogic_HVI.pdf



