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In this edition of Investment Solutions magazine we take a look
at how you can use your SMSF to educate your children about
finance.

BT Financial Group Investment Specialist, Riccardo Briganti,
provides us with a market update on local and international
markets.

We also look at if you can really afford for your adult kids to
continue to live at home.

Finally, we share some tips on how to spot scammers.

Until next time happy reading.
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Market update

BT Financial Group Investment Specialist Riccardo Briganti
brings you our latest market update on both local and
international markets, from overseas tensions to the

RBA cash rate.

The trend in global equities has been
largely positive all year with some
hiccups along the way. The latest
pullback from record highs occurred
in August in response to an escalation
of tensions between North Korea and
the US, although markets recovered
some losses when a more diplomatic
approach was seen to replace the
brinkmanship being pursued by the
countries’ leaders. Australian equities
have been less robust and have largely
trended sideways since May when a
new bank levy was announced in the
Commonwealth Budget. Broader
concerns about the composition and
rate of economic growth have also
weighed on Australian equities.

Global growth data has been mixed
recently with some indicators
improving while others have retraced
from recent highs. For example,
Purchasing Manager Indices (PMI)
which measure conditions in the
manufacturing sector have eased back
slightly from elevated levels in most
regions. In the US, the PMI had been
at its highest level since 2014 in June
at 57.8 but fell slightly to 56.3 in July.
This still suggests the US
manufacturing sector is in a strong
expansion mode. Other regions saw a
similar pattern but the UK PMI has had
a different profile, dipping lower in May
and June in response to election
uncertainty, but rebounding
somewhat in July.

Moderately improving economic
activity, the falling unemployment
rate and signs that inflation pressures
were building saw the US Federal
Reserve increase the target range of
the fed funds rate by 25 basis points
t0 1-1.25% at its June Committee
meeting. However, recent data
suggests inflation is more subdued
than expected. The US consumer
price index increased by 1.7% in the
year to July, calling into question the
pace of further US interest rate rises
while European inflation has stalled at
about 1.3% suggesting the European
Central Bank is likely to leave official
rates unchanged at zero for the
foreseeable future.

In Australia, there are signs labour
market conditions are improving.

In particular, whereas previously
employment growth was largely
concentrated in part-time work,
recent data suggests full-time
employment is improving. This is
an encouraging sign that business
confidence has reached a level where
employers are happy to again employ
full-time workers, rather than taking
a cautious approach with part-time
employees. On the downside,
wages growth remains anaemic.

In the 12 months to June, wages
increased by only 1.9% compared
to average wages growth of 3.3%
for the previous five years. This lack
of income growth, coupled with
other uncertainties, has seen
consumer confidence deteriorate

in recent months.

Commentary from the Reserve

Bank of Australia (RBA) that the
neutral official cash rate was likely to
be around 3.5% prompted some to
expect a rate hike from the bank in
the near future and saw the Australian
dollar spike higher. The RBA tried to
correct any misinterpretation of its
comments as implying higher interest
rates in the near future and there is
little in recent economic data to
suggest an impending rate hike.

We believe the RBA will leave the
official cash rate unchanged at 1.5%
for at least the remainder of 2017.
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Use your SMSF to teach
your Kids apbout finance

With self-managed super funds (SMSFs) permitted to have

up to four members, it may be a surprise for some to learn that
approximately 70% of SMSFs have only two members and
about a further 23% only have one. Which means that only
7% of funds have three or four members.!

If you consider that most of the two
member SMSFs are likely to be ‘mum
and dad’ funds, and single member
funds often arrive when one of the
original two members has passed
away, it begs the question —where
have all the children gone?

While it's always an important
personal decision to set up and start
your own SMSF, and an important
decision as to who else you want to
be in the same SMSF with, there are
a couple of important elements you
could consider in deciding whether
to have your kids join your fund or not.
Most of these would apply to your
children who are at least 18 years old,
but there can be some aspects that

are important for younger kids as well.

The first is the opportunity to teach
your children more about finances
and the importance of managing your
money. One of the reasons you're
likely to be ina SMSF is because you
want control, and with control comes
responsibility. In fact one of the most
important facets of being in an SMSF
and being a trustee of your own fund
is that you are ultimately responsible
for the operation of the fund. As
much as you can, and probably
should, outsource certain aspects

to professional SMSF advisers, but
ultimately the decisions rest with you.
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Having your children involved in
managing their finances and being
responsible for the decisions they
may make (both legally as well as
personally) is a great way to make
them more accountable for their
saving and investment decisions.
And if they can do that in the safety
of an SMSF environment where they
have you as co-trustees, hopefully
the disciplines can also spread to
their other financial decisions outside
of the SMSF environment.

While having children under the

age of 18 as members of the SMSF

is allowed, they can't be a trustee and
usually the parents will assume this
responsibility for them until they are of
legal age. However, it doesn’t mean
you can't start to include them as part
of the process so they learn.

The second aspect to consider is
around cost. For many younger
people, superannuation isn't a huge
consideration as they don't have much
of it. Generally their employer sends
the compulsory super guarantee

off somewhere, often to a default
fund, and in most cases the member
hasn't really chosen how to invest
their super or understand what costs
are involved. It's an issue for later

in life. The issue is, in a low return
environment, the costs of their current
super environment could actually work
against them as it means they could
have less super working for them.
And over the long term, that could
make a difference.

But if they join your SMSF, is there
the possibility that their costs will fall?
Whilst studies have said you may
need somewhere between $200,000
and $500,000 in an SMSF to make

it economically viable compared to a
non-SMSF environment?, don't forget
this is for the total amount across all
members, rather than per member.

If you are already paying a set fee for
the administration of your SMSF, will
there be much of a change by adding
anew member?

Third comes the opportunity for
diversification. Members with low
balances are often forced to use a
default investment arrangement and
share risk and return with thousands
of other members, simply because
they don't have enough to be able

to build their own personalised
investment portfolio. In an SMSF,
while they may not have enough for
their own portfolio to begin with,
there may be a greater level of control
and understanding by pooling their
super with yours to create a bespoke
investment portfolio.

The last aspect to consider is around
estate planning. If your children are
of an age where you have appointed
them as executor to your will, when
you pass away your children will have
the ability to step in (as your legal
representative) to administer the
distribution of you super savings held
through the SMSF.



To help reduce the burden this can
place on your loved ones at that time,
introducing your children earlier to
your SMISF can make a significant
difference as they will have a better
understanding of where your super
is, how you want it dealt to, how the
fund operates and decisions that
need to be made.

Running an SMSF is not easy, but
neither is gaining an understanding
of finance and the decisions that
need to be made at different stages
in life. If using your SMSF and the
guidance of your professional adviser
is an option to get your kids' financial
future on track, isn't it something
worth considering?

1. ATO SMSEF statistical report June 2016

2. ASIC SMSF report 442 (information
sheets 204 & 205)

Having your children involved in managing their
finances and being responsible for the decisions they
may make (both legally as welll as personally) is a
great way to make them more accountable for their

saving and investment decisions.
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Can you afford for your

adult kids to live at home”?

Parents with adult children still living at home have the best
of intentions to help their kids get ahead, but they might be
putting their own financial futures at risk.

At the time of the 2016 census,
almost 400,000 non-dependent
children aged 25 to 34 were living
athome', an increase of 20 percent
from five years earlier.?

Why the increase?

Record high levels of house prices
and rents® and a challenging job
market* are two factors keeping kids
in the parental home longer.

Also contributing are the trends for
young people to participate more in
higher education, marry and have
children later.®

Kids paying their way

Gold Coast solicitor, Ashley Bennett
and his retail merchandiser wife,

Julie have two daughters, Hayley, 24
and Lauren, 22. Both daughters have
paid around $100 per week board
since they left school and started in
their first jobs. In the past, when
Hayley's boyfriend lived in the Bennett
home, he paid board as well.

Though $100 is more than some of
their friends pay for rent and board,
the money doesn’t come close to
COVering expenses.

Dave Taylor has noticed the impact
on his water, gas and electricity bills
with his son Joel back in the home:

“Even the shopping —it's incremental,
it's so many little things that you
don't really notice creeping up on you,
but then when you sit back and look
at the accumulation of cost, you do

T

go ‘wow'.

The burden for parents

Though they get along well as a f
amily, Julie Dowling says her girls
have never really pulled their weight
around the house. Often Julie says
it's easier to “not sweat the small
stuff” and do household chores
herself instead of nagging.

On top of the increased burden of
home duties, there can also be an
impact on parents’ accumulation of
retirement wealth.®

“You're subsidising them, there's
no two ways about it,” Ashley Bennett
says. "I don't think about it much,
but | have no doubt it will affect the
money we have to retire on.”

1. Australian Bureau of Statistics, 2016 Census Community Profiles. A ‘'non-dependent child’
refers to a natural, adopted, step or foster child of a couple or lone parent usually resident in
the household, who is aged 15 years and over and is not a full-time student aged 15-24 years,
and who has no identified partner or child of his/her own usually resident in the household.
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June 2009.
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Parliamentary Briefing, Housing Affordability.

Australian Bureau of Statistics, 2011 Census Community Profiles.

Parliamentary Briefing, Employment — Measuring and improving outcomes for young Australians.
Australian Bureau of Statistics, Australian Social Trends, Young adults: then and now — April 2013.

Australian Bureau of Statistics, Home and Away: The Living Arrangements of Young People —

Nibbling away at your retirement

While Dave Taylor loves having his son
at home, he's occasionally tempted to
ask Joel for the rent he'd actually be
paying for the kind of property they
live in. “And then that money could go
towards superannuation or paying the
mortgage off sooner,” Dave says.

“But then this other bit kicks in which
is the paternal instinct and you go,
he's my kid and | want the best for
him,"” says Dave.

How to keep your
retirement dreams intact

There's no reason why parents can't
help their kids by letting them stay at
home into their 20s and even their
30s, and at the same time, prepare
for their retirement.

It's just a matter of having a plan

in place that ensures you're not
overstretching yourself. A good first
step is to speak to us so we can
together figure out how you can
support your kids while still protecting
your retirement nest egg.



Struck by a smooth criminal

You wouldn’t hand over your money to just anyone.
Of course not! The truth is though, sometimes scammers
can seem legit and know just what to say and show you

to break down your barriers.

Better technology means they're
getting better at it and the Australians
who lost a combined $23.6 million

to investment scams in 2016 would
testify to it'.

So how can you protect
yourself from a slick scammer?

To start with, it helps to understand
how you could be scammed and
what type of scams there are.

According to the Australian Securities
and Investments Commission (ASIC),
there are three main types?.

1. Fictional investment offer

Much like it sounds, the scammer
will try to get you to invest in
something that doesn’t exist and
just take your money. They try to
get you in the door by making the
investment sound amazing.

2. Real investment offer —
but your money doesn’t go there

The scammer will contact you about

a genuine investment — for example,
an IPQO, and offer you their own way
to access it. Or offer you a limited time
discount to access the investment.
While it will appear like your money

is going towards that investment,

it's just headed straight into the
scammer'’s bank account.

3. Fake claims to represent
a well-known company

The scammer may just lie — or they
may have a company that uses a
name close to or identical to a
reputable business to trick you into
thinking they are one and the same.
They might have slick websites and
brochures too. For example, it has
become fairly common to see
emails claiming to be from your
bank these days.

Here are some tips to ensure you
don’t fall for these types of scams —

1. If it sounds too good to be true,

it probably is.

If someone is promising you

large returns that you couldn’t easily
earn elsewhere, think carefully —
how are they actually able to
generate those returns?

2. Do your research

Get on google and look up the
products. Ask for their ABN and
Australian Financial Services Licence
(AFSL) —and be concerned if they
don’t have this.

Check the ASIC website for lists of
scam companies, and also check in
with scamwatch.gov.au.

1. ACCC Report - Targeting Scams: Report of the ACCC on scams activity 2016, May 2017
https://www.accc.gov.au/system/files/1162%20Targeting%20Scams%202017_FA1.pdf

2. ASIC Moneysmart https://www.moneysmart.gov.au/scams/investment-scams

3. Reputation might be
worth the price

If the investment is genuine — but
you're not sure the person offering it to
you is —itis worth looking at investing
through companies that you know

are reputable and have the correct
licensing to offer you the investments.

4. Diversify and start small

Even genuine investments have risks
and it's worth spreading your money
across a variety. Think the old adage
about eggs in one basket —if you are
going to lose money, you don't want
it to be everything.

5. Financial advice

If you aren't sure about an
investment, it might be worth
speaking to your adviser and
asking them for their opinion.

Think you are getting called
by a scammer?

Make sure to report it so you can
help prevent someone else being
scammed — you should also follow
this step if a scammer has taken
your money. You can report scams

to Scamwatch at https://www.

scamwatch.gov.au/report-a-scam
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Disclaimer

This publication has been compiled by Securitor Financial Group Limited ABN 48 009 189 495, AFSL 240687 and is current as at time of preparation, August 2017. Past performance is not
a reliable indicator of future performance. Any outlooks in this publication are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the outlooks
given in this publication are based are reasonable, the outlooks may be based on incorrect assumptions or may not take into account known or unknown risks and uncertainties. The results
ultimately achieved may differ materially from our outlooks. Material contained in this publication is an overview or summary only and it should not be considered a comprehensive statement
on any matter nor relied upon as such. The information and any advice in this publication do not take into account your personal objectives, financial situation or needs and so you should
consider its appropriateness having regard to these factors before acting on it. This publication may contain material provided directly by third parties and is given in good faith and has been
derived from sources believed to be reliable but has not been independently verified. To the maximum extent permitted by law: no guarantee, representation or warranty is given that any
information or advice in this publication is complete, accurate, up-to-date or fit for any purpose. It is important that your personal circumstances are taken into account before making any
financial decision and we recommend you seek detailed and specific advice from a suitably qualified adviser before acting on any information or advice in this publication. Any taxation
position described in this publication is general and should only be used as a guide. It does not constitute tax advice and is based on current laws and our interpretation. The tax position
described is a general statement and is for guidance only. It has not been prepared by a registered tax agent. It does not constitute tax advice and is based on current tax laws and our
interpretation. Your individual situation may differ and you should seek independent professional tax advice. SECCB13814C-0817ab




