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They said it!

I have enough money to last me the rest of my life,

unless | buy something.
Jackie Mason (b 1934)

New License

Nick Grayson transitions to a
full Financial Planning role

Trauma Insurance

Get more out of your Super

Your New Year
financial “to-do-list”

Handling debt

Quarter in Review

New License

The new Financial Services Reform Act (FSRA)
came into effect on the 11th March 2002, with
a transition period of two years.

The new licensing regime sets the financial
services industry higher benchmarks through
tougher licensing rules and increased disclosure
requirements. Due to the changes in the industry
standards, and our growth as a firm, Forsythes
took on the challenge of acquiring our own
Financial Services License. After much work and
diligence, our new license name is ‘Forsythes
Financial Services Pty Ltd’. Previously, Forsythes
was licensed through Novatax Pty Ltd a Newcastle
based Financial Planning firm.

The transition for our clients has been seamless,
with the major change being alterations to
company stationery. The new license allows
Forsythes to take greater control of its destiny
and more flexibility in seeking solutions for our
clients. Forsythes has maintained access to all of
its previous resources, including research

from independent research houses such as ASSIRT,
and has maintained relationships with all the
leading fund managers and stockbrokers
throughout Australia.

Nick Grayson transitions to a
full Financial Planning role

Congratulations to Nick for successfully
completing his CFP (Certified Financial Planner)
exams. The CFP designation is the highest
available in the Financial Planning industry and
Nick has worked hard to achieve this.

With all his studies now completed, | am pleased
to welcome Nick into a full Financial Planning role
with Forsythes. In the first instance, Nick will
continue to assist me with client strategy and
investment allocation. We will also take the
opportunity to have Nick review many of our client’s
investment portfolios and strategies, providing

a fresh set of eyes to ensure no opportunity

is missed.

John O’Connor - Partner

Trauma Insurance

Have you ever thought what you would do if
you became seriously ill but still needed to
pay the mortgage, other debts and daily living
expenses? Would you have enough savings put
aside for medical costs and ongoing treatment?
Trauma Insurance can assist you.

Trauma insurance is a relatively new product.

It was specifically introduced because medical
advances have resulted in a substantial increase
in survival rates for patients suffering serious
medical conditions.

Trauma insurance offers protection by providing
a lump sum payment in the event you are
diagnosed with one of a range of specific medical
conditions. Common examples include heart
attack, cardiovascular disease, cancer and stroke.

Who Should Have This Cover?

In broad terms, anyone who does not have a
significant amount of extra money at call which could
be used if a traumatic health condition occurred.

Examples are:

o People with families or financial dependents

o Those not wanting to burden others if they
suffer a serious illness or injury

o People in their own businesses or their key
personnel.

Want to Find Out More?

Taking out insurance is sound financial
management. Wealth protection is as important
as its creation, and much easier and quicker to
achieve. For further information and assessment
of your own personal needs, please contact our
risk specialist, Bruce Killingly.

Telephone 02 4926 2699
www.forsythes.com.au
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Retiring with an income that will assist you to live the life you
are planning for, is the ultimate goal of superannuation.

To reach that goal, treat your super as you would any other
investment - make your objective clear and develop a
strategy that you are comfortable with and that will help to

deliver your objective.

To understand the ways that you can
influence your superannuation investment,
it’s critical to understand the ways in which
your super can grow.

1. Regular contributions by your employer
and by yourself

2. Investment growth and income generated
by your super fund

3. Government tax concessions

These three methods may be used to your
advantage to assist in achieving your
desired superannuation growth. Below are
some changes you may make to your
superannuation investment strategy to help
reach your goal.

Many employers allow you to ‘salary
sacrifice’ into super. Investing in super by
salary sacrifice, using ‘before tax’ or ‘pre-tax’
dollars, means that generally you will only
pay a 15 per cent contributions tax on
these amounts. That may be a lot less than
your marginal tax rate. For instance, if your
annual gross salary is $50,000 and you
choose to contribute $5,000 of this to
super, you effectively lower your taxable
income to $45,000, and the $5,000 you
direct into super will be taxed at a maximum
tax rate of 15 per cent*. In other words, you
have essentially invested more money
through salary sacrifice than you would
have if you had taken the $5,000 as part of
your normal pay, paid your normal tax on
the income and then invested it.

You could also consider making additional
superannuation contributions on your
spouse’s behalf. You may be able to claim a
tax rebate of 18% on the first $3,000 of this
contribution if your spouse has earned less
than $10,800 in the financial year (reducing
to zero where your spouse’s income
exceeds $13,800 per annum).

Ask yourself the following questions:
« Is your investment still working for you?

o Is it appropriate given the current equity
market forecasts?

Now is the perfect time to speak to one of our
financial planners about your superannuation
investment options (eg. domestic and
international equities, property, cash, fixed
interest or multi sector). Together we can
reset your investment plan based on your
personal circumstances.

Useful tips to getting more out of
your super

o Consider putting your tax refund
directly into your super fund

o Make additional voluntary contributions

o Salary sacrificing into super is a tax
effective way to increase your super
savings

o Consider spouse contributions (may be
tax effective for some individuals)

o Consolidate your super into a single
account (reducing administration fees
associated with multiple accounts)

o Consider changing your investment
options to a growth strategy (speak to
us about an investment strategy to suit
your needs)

Before deciding to take advantage of salary
sacrifice, spouse contributions or changing
your investment options, it’s wise to get
professional advice. Make an appointment
with one of our financial planners today

to discuss your super contributions and
investments.

*An additional surcharge of up to 15% may apply if you earn
above $94,691, during the 2003/2004 financial year.

Your New

Year financial
“to-do-list”

If getting your financial life in order this
year topped your New Year’s resolution list,
then you are not alone. The good news is,
it is not as daunting as you might fear.

Use this financial “to-do-list” as a start to
breaking down your goals into small,
manageable activities.

Not everything has to be done at once.

Try to tackle one task per week, fortnight or
month (whatever suits you), and come
December you’ll be in much better financial
shape than you are right now.

1 Set financial goals. Knowing where you
want to go makes setting a plan on how
to get there, easier. Make a list of things
you want in the next year (pay off your
credit cards, a holiday), the next few years
(replace your car, upgrade your home),
and by retirement (round-the-world trip).

2 Get organised. Create an all-in-one filing
system that works for you. Check with
office supply stores for easy-to-use and
inexpensive filing cabinets or file boxes.

3 Track your spending. Keep a piece of
paper in your wallet to record how you
spend your cash for a few weeks.
Knowing what you spend your money
on will allow you to make more conscious
choices about spending. For example,
would you rather have a daily cappuccino
or put the cash you would save over the
year towards a larger purchase?

4 Examine your debt. Read the accompanying
article, “Handling debt”, page 3.

5 Pay yourself first. Arrange with your
employer to make an automatic deposit
into your chosen, high interest bearing
savings account (separate this from your
easy access or spending money).

6 Review your insurance. Do you have
enough or the right type of cover, e.g.
house and contents, car, life, disability,
trauma, income protection, etc.

7 Educate yourself about investments.
The library or local bookshop are great
places to start.

8 Make a will. if you don’t already have
one, or if your marital status has changed,
you have had additional children or
grandchildren or your children are grown,
you may need to make a (new) will.

9 Get help with tax planning. Your earnings
and investments determine what taxes
you pay and what deductions you can take.
Consider setting up a meeting with one
of our advisers to get helpful and up-
to-date information about your situation.

10 Prepare a full financial plan. This is the
type of task best tackled with a professional
financial planner and if you already have a
plan, now that you are armed with all
this new information, it may be a great
time to review it.




Handling

Debt

Put simply, if you have borrowed money i
and are yet to pay it back, then you are in | '_
debt. The mere sound of the word “debt”
can produce anxiety in many people,
however, it is reassuring to understand
that debt need not be a “bad” thing.

Debt enables us to have things we
cannot afford at the time, especially larger
purchases like houses or investments.

Generally this means we can enjoy purchases for many years
before paying them off completely.

Debt only becomes a problem if it’s allowed
to spiral out of control, but if you are able
to meet the required repayments as they
become due, then there is no problem.

The best precaution against “bad” debt is to
understand everything you can about the
loan or credit before entering into a
contract, which may prevent you entering
into a bad situation in the first place.

Before taking out a loan or
obtaining credit, get the answers
to the following questions:

« What type of security is required?
For example, most property mortgages
require title over the property.

o What interest rate will apply, and how
often are repayments required?

o How is the rate charged? ie, is it a variable
or fixed rate and do you have options?

o What flexible options, if any, are
available, eg. redraw facility or line of
credit?

« What is the actual amount, in dollar
terms, that will be paid over the term of
the loan?

o Are there any fees that increase the
amount you pay over and above the
interest payments, eg. an ongoing
administration fee?

o What is the term of the loan?

o What is the likely scenario if you are
unable to repay the loan, or if you
experience short-term financial
difficulties?

o Can you repay the loan over a shorter
period, and what penalty rates, if any,
are incurred if you do?

o Is the contract covered by the Consumer
Credit Code?

By obtaining answers to these questions
and choosing options that suit your
personal circumstances, you are taking
control of you debt and will have a clear
understanding of your commitments and
ability to meet the repayments. Just
because a financial institution allows you to
borrow up to a certain amount, does not
mean that you will be comfortable with the
repayments required. Only you can decide
if the loan contract suits your personal
needs, which includes your earning,
spending and saving requirements, both
now and over the term of the loan. (For
example, a couple may be reduced to one
income if they have a baby in the future.

A financial institution will not know your
personal plans and how they may impact
your capacity to repay the loan.)

Debt Consolidation

People with a variety of different debts, all
attracting various rates of interest are often
encouraged to roll all their debts into one
loan, a process known as debt consolidation.
Having all your loans consolidated into one
makes it easier to keep track of exactly how
much you owe and when repayments are
due. For instance, if you have enough equity
in your home, you may be able to consolidate
any personal loans, credit card debts and
other outstanding amounts into your home
loan. Generally home loans attract a lower
interest rate than some other loans and you
may also save by consolidating the fees
associated with having multiple loans. The
secret to making this a winning strategy is to
maintain your repayments at the same level.
It you were making repayments of $2500 a
month on your mortage, credit card and
personal loan, you should keep up this same
level of payment on your new all-in-one loan.
That way you may save yourself thousands
of dollars and take years off your mortgage.

Watch out for fees

Before you make the move to consolidate
your debts into one, find out what fees will
be incurred. Often there is a refinancing
cost as well as some other charges. You
need to determine whether the upfront fees
make the move worthwhile and you can
only do this by weighing up all the costs.
The best way to do this is by employing the
services of a financial adviser who can help
you to devise a strategy in the context of
your entire financial plan.
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