
                    Welcome 
      to our Winter Newsletter

We are all too aware of the recent and 
unprecedented volatility in investment 
markets. It is a worldwide phenomenon 
and it is certainly not the first (or will it be 
the last) time we can expect to witness 
such sharp movements in the value of 
our investments.

The good news is that in the months 
since March 2009 global share markets 
have rallied and trended upward. The 
Australian share market has increased 
(at the time of writing this article) by 
27% since the record low of March 10 
2009 and has passed the psychological 
benchmark of 4000.

While this is welcome news many 
investors are understandably cautious 
and not sure when to venture back in 
the market. 

If you are looking for long term growth 
in your portfolio, the daily market 
movements up and down are less 
important and should be smoothed over 
the longer term so your investment can 
be profitable.

Just as the sun rises and sets each day 
markets rise and fall.  With this in mind 
we have gone back in time and would 
like to share some very famous and well 
regarded information on the markets 
and why they go up and down.  

Benjamin Graham was an American 
economist and author of ‘Security 
Analysis’ published in 1934. It became ‘a 
bible for serious investors’.  It encouraged 
those investing in the stock market to first 
draw a fundamental distinction between 
investment and speculation. 

His three basic ideas - and none of 
them are complicated or require any 
mathematical talent or anything of the 
sort - are: 

1. consider owning stocks as part 
ownership of a business – which would 
prevent many ‘jumping ship’ due to 
erratic fluctuations.  

2. look at market fluctuations  by 
essentially profiting from folly rather than 
participating in it.

3. ensure a “margin of safety” – Graham 
believed that an intelligent investor 
would always allow for a margin in the 
market e.g. always building a 15,000 
tonne bridge if you’re going to 
be 
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One of the positives to come from 
recent economic turmoil is that 
Australian interest rates have dropped 
to the lowest rates in over 50 years.  
However it is only a positive for you 
if you are able to take advantage 
of it and make it work for your own 
financial circumstances.  

Coupled with the government 
extension for concessions for first home 
buyers, these low rates are particularly 
good news for those buying a home.

We know many people don’t 
understand the benefit of using a 
mortgage broker to help make their 
most important investment – their 
home.  Many feel that all banks 
charge basically the same rates so 
it should not matter which one they 
choose.  Well it does!  

A mortgage broker is qualified to 
determine which is the most suitable 
offering for you.  Just as all people 
have different financial circumstances 
and requirements so too do mortgage 
providers apply varying terms and 
conditions to their loans. The mortgage 
broker is familiar with these different 
contracts and is able to guide you to 
a lender who can best accommodate 
your specific needs, situation and 
requirements.

A mortgage broker does not just set up 
new loans, but can also help with any 
of the following:

• Assist you in reviewing your current 
loan arrangements and explore 
whether a better solution may currently 
apply – this is particularly relevant 
given the current low interest rates!

• Consider consolidation of your 
loans to assist you in your cash flow 
management and reduction of interest 
payments.

• Assist with providing finance for your 
investment property purchase.

• Consider commercial loan 
applications for your business including 
motor vehicle purchases, leases and 
commercial property loans.

To discuss your current loan, investigate 
a new loan or look to reduce your 
overall debts, contact 
Navigate Financial 
Group and arrange 
an appointment with 
our debt management 
expert Marc Ruhoff.

Market Update – understanding and making the most of fluctuations

We have now written several newsletters during the Global 
Financial Crisis (GFC), however this is our first where we can 
report some positive news in the markets!  We have included 
an article which not only has some good news on recent 
performance but also looks at the cyclical nature of markets 
historically and what events have impact on them.  

Another positive to come from the GFC is historically low 
interest rates.  This is great news for those with debts or 
anyone looking to borrow money.  Please refer to our article 
on debt which includes some valuable information on how 
you can save money.

The recent budget announcement includes some changes 
to legislation and taxation that you should be aware of.  With 

this in mind we have also included a summary on the key 
points from the budget.  

Finally, if you are approaching retirement it is essential that 
you are aware of the benefits of implementing a Transition 
To Retirement (TTR) strategy.  You could reduce your tax and 
increase your retirement savings.

Please contact the office for any further information on the 
topics included in this newsletter, or to discuss your own 
financial situation.  

Kind regards,

Tony Borg and Harry Moustakas 
Principals

There Has Never Been A Better Time 
                                               To Review Your Debts
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You may have heard the term Transition To Retirement (TTR) 
from time to time, however what does it really mean?  TTR 
measures allow people who have reached their preservation 
age to have access to their superannuation savings by 
drawing down income.  Your preservation age can be 
calculated using the table below:

Income Swap Strategy

Basically, with this strategy you choose to salary sacrifice 
part of your income into super.  This has the primary benefit 
of reducing the amount of tax you pay on your income 
earnings.  With a Transition to Retirement Income Stream (TRIS) 
you draw down on some of your super to supplement your 
reduced income.  The most significant benefit from a TRIS is 
that the super balance when moved from the accumulation 
phase to the pension phase becomes tax free.  

You may be thinking “why would I do that? Why would I take 
money out of super and at the same time put money back 
into super? What’s in it for me?  ”  Depending on your personal 
situation there are generally 2 clear financial benefits.

1.  Reduce your tax – A salary sacrificing strategy can 
significantly reduce your income tax bill.

2.  Build your retirement funds – Salary sacrificing into 
superannuation means you are increasing the funds you have 
in the most tax effective structure available in Australia.

Such strategies, if structured correctly, can ensure you still 
have enough money to live off now, by allowing access to 
some of your superannuation funds prior to your retirement as 
a pre-retirement pension. 

You can use a TRIS alone or as part of an Income Swap 
strategy to achieve one of two goals.  Firstly, you may wish to 
reduce your working hours and spend more time doing the 
things you love without reducing your income.  Secondly, it 
can be used to save tax, build wealth and ensure that you 
have a larger nest egg when you do reach retirement age.  
The case study below illustrates the possible advantages of 
using a TRIS in an Income Swap strategy.

Case Study

Beth has just turned 60 and is planning her retirement at 
65.  Beth has $360,000 in her accumulated super, however 
is concerned that this may not be enough to fund her 
retirement. By taking advantage of the new superannuation 
rules she has decided to salary sacrifice as much as possible 
into her superannuation which will in turn reduce her tax 
liability.

As Beth has reached preservation age she is now able to 
access some or all of her superannuation monies in the form 
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driving 10,000 tonne trucks across it.
Every day the stock market offers 
investors quotes on thousands of 
businesses, and you are free either to 
ignore or take advantage of those 
prices.  As an investor you are best 
off concentrating on the real life 
performance of companies and 
receiving dividends, rather than being 
too concerned with market’s often 
irrational behaviour.

In summary, the price quoted daily 
is not necessarily the value of that 
business.  Knowledge, research and 
advice can help investors determine 
the real value of stocks and therefore 
what is a ‘good’ vs. ‘bad’ buy.  Finally, 
as has been said so many times before, 
investing in the stock market is for the 
long-term.  The graph below is a great 
example of the cyclical nature 

of markets and how they react to 
different events.  It is also reassurance 
that they always bounce back! 

References:
http://news.morningstar.com/classroom2/course.asp?docid=145661&page=4 
http://www.sandmansplace.com/Mr_Market.html 
http://www.livenews.com.au/business/aussie-share-market-headed-for-flat-week/2009/6/14/209898

Date of birth Preservation age

Before 1 July 1960 55

1 July 1960 – 30 June 1961 56

1 July 1961 – 30 June 1962 57

1 July 1962 – 30 June 1963 58

1 July 1963 – 30 June 1964 59

From 1 July 1964 60

of a pre-retirement pension.  The benefit is that although salary 
sacrificing the maximum amount possible into superannuation, 
her income will not suffer as she will be able to draw a pension 
to top up her reduced take home wages.

In table 1 you can see the benefit to Beth in salary sacrificing 
(to reduce her tax) and drawing a pension (to supplement her 
income). 

In summary, Beth has a net benefit of $3,000 for retirement each 
year, as well as reducing her income tax by $9,600 compared to 
taking no action at all.  

For further information on how to most effectively utilise your 
superannuation and make it work for you, please contact us 
to arrange an appointment with your planner.  Don’t miss this 
fantastic opportunity to maximise your superannuation.

Disclaimers: 
1. The information contained in the case study above is of a general nature and 
has been provided without your individual objectives, financial situation or needs. 
Therefore it is recommended that you speak with your planner to see whether the 
information is appropriate in light of your particular needs and circumstances.

2. Tax savings will vary depending upon your salary level (i.e. the higher your salary 
the greater the tax saving). 

The Government has committed to a range of measures 
when it handed down its  Budget on Tuesday 12 May 2009. 
Some of these measures will be introduced immediately into 
parliament, whilst others will be introduced over time. 
In stark contrast to recent Government budgets, surpluses 
have now become a $57.6B deficit with the Government 
expecting the nation to be “in the red” until 2016.
The global financial crisis has impacted Australia and 
economic growth is set to contract.  The unemployment rate 
is set to hit 8.5%.

Good news for some
• Boost for pensioners and carers 
• Extending draw down relief for income streams 
• Paid parental leave scheme 
• Previously legislated tax cuts to be delivered 

Not so for others
• Scaling back of some superannuation concessions 
• Reduction in the private health insurance rebate 
• Indexation limits on family payments 
• Increase in the Age pension age

Summary of General Budget Announcements
• Pension Reforms 
• Paid parental Leave 
• First home owners boost extended 6 months 
• Small business tax break boosted to 50% 

We have prepared a full summary of the budget including 
more detailed information on the Tax announcements, which 
is available via email or for download on our new website at 
www.navgroup.com.au.  

To find out how the budget announcement may impact you 
please contact the office via email admin@navgroup.com.
au or phone (02) 8028 2600 to receive your copy.

Federal Budget Summary 2009

TABLE 1. Do Nothing Using Income Swap 
Strategy

Salary $50,000 $50,000

Salary Sacrifice N/A $44,000

Pension Amount              N/A $34,400

Gross Income                                               $50,000  $40,400

Super Rebate                                                        N/A N/A

Tax Paid                                           $9,600  Nil

After Tax Income                          $40,400                 $40,400

 

Extra amount into 

Super (Sal Sac)            

N/A $44,000

Amount out of super 

(Pension)                            

N/A $34,400

Contributions Tax                          N/A                       $6,600

Net Benefit to Beth  N/A                      $3,000 p.a.
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New Website
Visit our recently 
launched website. 
You will find it a useful 
source of information. 
It will be regularly 
updated with news 
and information.  




