
Age Pension
The Age Pension is an income support payment offered by 
the Government to older Australians who meet the relevant 
eligibility criteria.  
With maximum payments of $19,643 p.a. for a single 
pensioner and $29,614 p.a. for pensioner couples (current 
for the period 20 March 2012 - 19 September 2012), the Age 
Pension probably won’t be enough to afford most people 
a modest post-work lifestyle of basic activities, let alone a 
comfortable lifestyle.
To afford even a modest lifestyle in retirement, many people 
will need to supplement the Age Pension with other income. 
This could come from an annuity, an account-based pension 
or other investments.

An annuity (from within or outside super)
An annuity is a simple, secure financial product that guarantees 
a series of payments for a fixed term or for life, in return for an 
upfront investment. The earnings rate is fixed at the outset and 
this applies for the length of the annuity, regardless of share 
market movements or interest rate fluctuations. Capital can be 
returned at the end of the agreed term or gradually during the 
term of the annuity as part of the regular payments. 

An account-based pension (from super)
This is an investment account which gives you the ability 
to choose from a range of investments and can vary the 
level of income you wish to draw subject to the minimum 
annual withdrawal amounts set by the Government. These 
are usually market linked, meaning that the capital value is 
linked to the performance of the underlying investments, 

which can impact the level and duration of your savings and 
the income produced. Account-based pension providers, 
which may include your super fund, charge management and 
administration fees for these products.

Other investments
These are just some of the types of investments that can sit 
within your super fund or outside superannuation. 
•	 Term	deposits: A term deposit is a fixed term, fixed interest 

savings account. Terms generally range from one month to 
five years.

•	 Shares: Shares pay income in the form of dividends. You can 
invest in shares directly or via managed funds (or account-
based pensions). 

•	 Property:	An investment property is real estate which has 
been purchased with the intention of earning a return on 
the investment, either through rent, the future resale of the 
property, or both. Another type of property investment 
is a property trust, which is a managed fund that enables 
investors to pool their money to purchase an interest in a 
portfolio of real estate assets.

Income from various sources can be ‘layered’ to meet your 
income requirements. This can be set up so that more secure 
income, such as from the Age Pension or an annuity, can cover 
your essential costs of living, while your income from other 
sources can fund your discretionary spending.
More than one investment strategy and product may be 
required, so it’s important to receive professional help from 
a financial adviser - it can make all the difference to your 
financial success in retirement.
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After you stop working, you can find yourself with time to do the things you may not have been able to do before, like 
travelling, volunteering or spending more time with loved ones.  
As you adjust to this new lifestyle, you will need to think differently about your finances. In retirement, your priority typically 
changes from saving in preparation for when you leave the workforce, to carefully spending those hard-earned savings.
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Understanding 
your risk profile

One of the crucial aspects of successful investing 
is understanding your risk profile. How willing 
are you to accept fluctuations in the value of your 
investments?

If you choose a ‘balanced’ profile, it generally means 
you are willing to take a moderate amount of risk with 
your investments and probably have a combination 
of higher risk investments, such as shares, together 
with lower risk investments, like Government bonds.

The problem with risk profiling is that an investor’s 
risk tolerance is dynamic. Interestingly, in a bull 
market, when asset valuations tend to be higher, 
investors are often more willing to take on a higher 
level of risk. In a bear market, however, when 
valuations tend to be lower and therefore asset prices 
less expensive, investors tend to be more risk averse. 
In essence, our risk tolerance tends to increase at the 
exact time we should be scrutinising our portfolios 
the most!

So, how do we get away from this way of thinking? 
One way is to set a savings goal and only take as 
much risk as is needed to reach your target. Even as 
markets move up and down, the overall level of risk 
will remain the same. That way, you are not tempted 
to stretch your risk tolerance just because markets 
are strong.

Another way to look at your risk profile is to look at 
age-based risk profiling.

Investors in the accumulation phase might be more 
willing to take on a higher degree of risk in their 
portfolios because of their stage in life. Generally, 
these investors will have a longer investment time 
horizon and/or earnings capacity, allowing for more 
time to ride out the volatility in markets.

As an investor gets closer to retirement and looks 
to start drawing down their accumulated funds, 
their risk profile is likely to become a little more 
conservative, simply because losses at this later 
stage of life are harder to recoup as there is less time 
available.

In the retirement phase, an investor can use an 
appropriate combination of both of these strategies.

With an ageing population, people are now living 
longer. To meet their expected lifespan, investors 
need to manage their accumulated pool of savings by 
targeting a certain level of earnings. What does this 
mean? For a risk adverse investor, who avoids shares 
and other more volatile investments, the biggest risk 
is that their savings run out before they do! 

Investors, therefore, may need to consider holding 
a portion of higher risk investments in order to 
meet their overall retirement needs; being mindful, 
however, to limit that exposure to manage any 
market volatility.

Whatever your stage of life, it’s important to discuss 
these issues with your financial adviser to make sure 
your investment strategy reflects a risk profile that’s 
appropriate for your situation.
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Stories abound of people being caught up with credit card debt that seems 
to be on a continuous upward spiral. Perhaps you have experienced this 
yourself at some point. 

New reforms introduced from 1 July 2012 might make getting the credit 
card back under control just a little bit easier and those unsolicited 
invitations from our credit card provider to increase our limit might be a 
thing of the past.

Some of the new arrangements only apply to new credit card contracts but 
others apply to both new and existing contracts. So everyone is expected to 
benefit from the reforms.

When applying for a new credit card, issuers are now required to give you 
a fact sheet that sets out key information in a standardised format. This 
should make it easier to compare offers from different credit card providers.

Credit card contracts entered into on or after 1 July 2012 must include the 
following provisions, in addition to the fact sheet mentioned:

•	Customer will be asked to nominate their credit card limit, allowing you 
more control;

•	Fees charged on spending that exceeds the credit card limit (over-limit 
fees) are banned unless you specifically agree to this fee being charged 
when you apply for your credit card. Check the fine print carefully, or ask 
the issuer directly if over-limit fees apply;

•	 If you exceed your card limit, your card provider must notify you within 
two business days, thereby giving you the opportunity to stop spending 
or make a repayment in order to control the increasing level of debt; and

•	Credit card providers are required to direct payments to the most 
expensive part of your credit card debt first. Many credit card contracts 
have different interest rates including one for standard purchases, another 
for cash advances and in some cases, an introductory rate that applies to 
transfers from other credit cards. Having payments directed to the most 
expensive items first will assist in making it easier to reduce debt.

While the foregoing conditions apply to new credit card contracts, there 
are some changes that will apply to both new and existing credit card 
customers. 

If you have received a credit card statement since 1 July 2012, you may 
have noticed some changes. All credit card statements are now required 
to include a “minimum repayment warning”. This warning contains 
personalised information and states how long it will take to pay off your 
credit card if only making the minimum monthly payment and not adding 
any further charges.  

In addition to the minimum payment warning, credit card providers will 
no longer be able to make offers to increase your credit card limit unless 
you agree and providers must clearly show how their interest free period 
works.

Hopefully managing your credit card might have become just a little bit 
easier.

Did you know:
A credit card balance of $4,000, attracting an interest rate of 18%, will take 
three years and 11 months to repay based on a monthly repayment of $120. 
Total interest will amount to $1,586. 

If the monthly repayment is increased to $200, the repayment period is 
slashed to two years and the interest paid is also halved.  

Source | Peter Kelly 
National Manager – Technical Services Professional Investment Services

The 
credit 

card 
game 

has 
changed



Financial advisers say clients can save and 
invest simultaneously, irrespective of their 
financial situation.

Although this advice might sound like 
financial boot camp, the principles of this 
advice lay the foundations for effective 
cash flow management that will ultimately 
enable a brighter financial future.

The key is establishing and practicing the 
art of saving – setting funds aside beyond 
what is needed to pay bills, groceries, 
utilities, school fees and repayments.

To do this, clients need to get real about 
their true costs.

It’s difficult to stick to a budget but you 
need to be really transparent about 
spending.

Currently, Australians are saving more 
money than they ever have in the past 30 
years. Since the Global Financial Crisis, 
there has been a dual trend of increased 
savings and the willingness by Australians 
to deleverage or to reduce debt.

This is the opposite of what was happening 
in the mid-1990s to the mid-2000s when 
Australians went into negative savings. 
That is, we spent more than we earned.

Financial advisers say most Australians 
should aim to save 10-15% of their after-
tax savings. 

Although this may be difficult in some 
stages of life, it is more important to stick 
to the practice of savings rather than the 
specifics of the amount. 

Meanwhile, one of the most beneficial 
saving strategies continues to be salary 
sacrificing into superannuation. This 
allows investors to make more tax-
effective contributions to superannuation 
and is subject to thresholds. 

Another great saving strategy is reducing 
mortgage payments via an offset account. 
It allows you to use your savings account 
balance to reduce the amount you owe on 
your loan.

Stripping out money as soon as you 
get paid also reduces the likelihood of 
unaccountable spending.

Although the above strategies may 
seem quite simplistic, when utilised 
in a comprehensive financial plan put 
together by a qualified financial planner 
and tailored to your specific financial 
circumstances and goals, the results can 
be significant.
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Which 
comes first?

The	Go-Giver	
Bob	Burg	and	John	David	Mann

The Go-Giver tells the story of an ambitious 
young man named Joe who yearns for success. 
Joe is a true go-getter, though sometimes he 
feels as if the harder and faster he works, the 
further away his goals seem to be. And so one 
day, desperate to land a key sale at the end of a 
bad quarter, he seeks advice from the enigmatic 
Pindar, a legendary consultant referred to by his 
many devotees simply as the Chairman. 

Over the next week, Pindar introduces Joe to 
a series of “go-givers:” a restaurateur, a CEO, a 
financial adviser, a real estate broker, and the 
“Connector,” who brought them all together. 
Pindar’s friends share with Joe the Five Laws 
of Stratospheric Success and teach him how to 
open himself up to the power of giving. 

Joe learns that changing his focus from getting 
to giving - putting others’ interests first 
and continually adding value to their lives - 
ultimately leads to unexpected returns. 

Imparted with wit and grace, The Go-Giver is a 
heartwarming and inspiring tale that brings new 
relevance to the old proverb “Give and you shall 
receive.”

WIN  One of 3 copies of The Go-Giver 
by Bob Burg and John David 
Mann.  

To be in the running, visit www.profinvest.com.au/
goodread and submit your contact details, including 
postal address and the name of your accountant or 
financial adviser. Terms and conditions apply.

Winners will be notified via email of their success!
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