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welcome

keeping you informed
Welcome to the latest edition of our quarterly newsletter ‘Informed Investor.’

In this issue we explore:

1. Learning the lessons of 2020: An extraordinary year 

2. Retirement Realities: Five Tips for Rebuilding a Super Future

3. How is your credit score affected by COVID-19?

4. A family affair: Children, super contributions and SMSFs

As always, if you have any questions about the information contained in these 
articles or how certain aspects may apply to your personal situation please feel 
welcome to contact us.

FURTHER INFORMATION

Walker Wayland (NSW) Financial Services Pty Ltd 
(T/A Walker Wayland (NSW) Financial Services)  is a 
Corporate Authorised Representative (No.258381) 
of Capstone Financial Planning Pty Ltd. ABN 24 093 
733 969. Australian Financial Services Licence No. 
223135. Information contained in this document 
is of a general nature only. It does not constitute 
financial or taxation advice. The information does 
not take into account your objectives, needs and 
circumstances. We recommend that you obtain 
investment and taxation advice specific to your 
investment objectives, financial situation and 
particular needs before making any investment 
decision or acting on any of the information 
contained in this document. Subject to law, 
Capstone Financial Planning nor their directors, 
employees or authorised representatives, do 
not give any representation or warranty as to 
the reliability, accuracy or completeness of the 
information; or accepts any responsibility for any 
person acting, or refraining from acting, on the basis 
of the information contained in this document.



When the COVID-19 pandemic hit Aus-
tralia in March 2020 it brought immedi-
ate and severe financial gloom. 

Shares plunged 37% and the economy 
slumped to its first recession in nearly 30 
years. However against that backdrop, 
2020 turned out far better for diversified 
investors than initially feared.

The development of vaccines became the 
good news of the second half of 2020 and 
offered hope of a return to life as normal. 
The anticipation of economic recovery, 
paired with ultra-low interest rates, drove a 
rebound in many investment markets and 
we did see a strong growth rebound in the 
second half of the year. In 2021, we expect 
to see solid returns as markets shift from 
pandemic winners to cyclical investments, 
but the gains will likely be slower than 
seen coming out of the March pandemic 
lows of 2021.

For investors, 2020 was 
better than feared
The list of negatives brought about by the 
COVID-19 pandemic cannot be ignored. 
Unemployment surged, with severe dis-
ruption to industries like airlines, retail 
and the office sector. Globalisation took a 
further blow and tensions rose with China. 
Public debt skyrocketed.

However there were a number 
of key positives. The massive 
fiscal support provided by gov-
ernments shielded businesses 
from collapse and saved jobs 
and incomes. Debt forbearance 
schemes headed off defaults, 
while plunging interest rates 
helped borrowers service loans.

Economies began to reopen 
after social distancing helped 
contain the virus, with nations 
like Australia, New Zealand and 
Asian nations doing better on 
this front than the US and Eu-
rope.

The November 2020 election of 
US President Joe Biden offered 
the prospect of less global pol-
icy uncertainty and reduced in-
ternational tensions in 2021 and 
beyond.

Disruption caused by the pan-
demic massively accelerated a 
number of broader productivity 
gains. These include the faster 
take up of technology like vir-
tual meetings, e-commerce and 
use of the cloud to cut costs and 
boost output for business.

As a result, the pandemic has 
shown it is possible for people 
to work from home and en-
joy a more balanced lifestyle 
– increasingly in regional areas 
where property prices are gen-
erally more affordable.

The benefits of science - typi-
fied by the rapid development 
of vaccines - has also served as 
a rebuke to populist politicians 
and offers hope for better man-
agement of issues like climate 
change in the future.

The lessons of 2020
 � Timing market moves is 

hard – getting out at the 
top of the share market in 
February 2020 was hard, but 
getting onboard again for 
the rally in March last year 
was even harder.

 � Don’t fight the central banks 
– while they could not pre-
vent the magnitude of the 
fall in share markets, their 
massive money easing was 
a key driver of the recovery.

Learning the lessons of 2020: AN 
EXTRAOrdinary year
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 � Investment valuations need to be as-
sessed relative to interest rates – low 
rates make shares relatively attractive.

 � Depressions can be avoided – 2020 
showed that a large, rapid, well-tar-
geted economic policy response can 
protect an economy from a significant 
shock and enable it to rebound quick-
ly.

 � Turn down the noise – stick to a long-
term investment strategy.

Reasons for optimism through 
the remainder of 2021
Recent bumps in the road of vaccine roll out 
has not stifled the overall goal of achieving 
herd immunity in many developed coun-
tries by the second half of this year. Fiscal 
stimulus and easy monetary policy contin-
ue to work through the system, with even 
more fiscal stimulus being injected into 
the US economy. Continuing high saving 
rates indicate significant spending poten-
tial as confidence improves. Low inflation, 
and hence low interest rates, mean we are 
still in the “sweet spot” of the investment 
cycle.

After having run up so hard since early No-
vember 2020, shares are still vulnerable to 
a short-term pull back. We are likely to see 
a continuing shift away from investments 
that benefitted from the pandemic and 
lockdowns (technology, health care stocks 
and bonds) to investments that benefit 
from recovery (resources, industrials, tour-
ism stocks and financials).

We expect global shares to return around 
8% this year, but we anticipate there may 
be a rotation away from tech-heavy US 
shares to more cyclical markets in Europe, 
Japan and emerging countries. Australian 
shares are likely to be relative outperform-
ers returning around 12%.

Australian home prices are likely to rise 
10-15%, boosted by record low mortgage 
rates and government incentives, but the 
pause in immigration and weak rental mar-
kets will likely weigh on inner city areas, 
and units in Melbourne and Sydney.

Nine things for investors 
to remember

 � Harness the power of com-
pound interest – under the 
principles of the ‘Rule of 72”, it 
takes 144 years to double an as-
set’s value if it returns 0.5% p.a, 
but only 14 years if the asset re-
turns 5% p.a.

 � Don’t get thrown off by the cy-
cle – investors can often aban-
don a well thought out strategy 
at the wrong time during fall-
ing markets - as some may have 
done in March last year.

 � Invest for the long term - get a 
plan that suits your wealth, age 
and risk tolerance and stick to 
it.

 � Diversify - don’t put all your 
eggs in one basket.

 � Turn down the noise. As dis-
cussed earlier.

 � Buy low, sell high - the 
cheaper you buy an asset, 
the higher its prospective 
return, and vice versa.

 � Beware the crowd at ex-
tremes. Don’t get sucked 
into the euphoria or ‘doom 
and gloom’ around an asset.

 � Focus on investments that 
you understand. It’s proba-
bly best to avoid companies 
that have complex and hard 
to understand valuations or 
business models.

 � Accept it’s a low nominal 
return world. Historically, 
when inflation is around 
1.5%, the average return of 
7% for super funds begins 
to look pretty good.

Source: AMP Capital
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Five tips for rebuilding a super future
Retirement Realities

Australians will need to rebuild their su-
perannuation and retirement savings, 
after withdrawing more than $36 billion 
in early super release payments in 2020, 
according to Colonial First State’s Retire-
ment Realities Series.

The research found that the largest num-
ber of early super payments were made 
to Australians under age 40 with Austral-
ians under 30 receiving nearly one-third of 
these payments.

The research also revealed that Corona-
virus had a big impact on the retirement 
savings of women, with the average super 
balances for men consistently higher than 
women - $110,000 vs $93,000 in December 
2020, with a faster rate of growth for men.

But there is positive news. Half of Austral-
ians who withdrew their super early, have 
now made headway in making contribu-
tions either through their employer or by 
making their own contributions.

Despite the challenges there are a number 
of practical ways for Australians to get their 
super back on track and live a comfortable 
life in retirement.

Five Tips to Consider to rebuild 
your Super

1. Make small and regular top-ups

Even a small contribution to your super 
makes a big difference in the long term 
and to how much money you have in re-
tirement. How does it work? Your employer 
can pay some of your salary into your su-
per before tax is taken out, instead of your 
bank account. And yes, that means a tax 
benefit. It is also a very simple and effective 
strategy.

If you withdrew $10,000 from 
your super, making additional 
contributions of just $20 per 
fortnight pre-tax (salary sacri-
fice) at age 30, can mean an ad-
ditional $25,000 at retirement.

2. Seek advice

Advice can come in different 
shapes and sizes. Make the most 
of free online resources and cal-
culators that provide useful tips 
and information.

A financial adviser can also help 
you plan for your future. Ac-
cording to Colonial First State, 
women who received financial 
advice made a 199% higher av-
erage voluntary contribution in 
2020 compared with women 
who did not get advice.

Similarly, the research found 
that men who sought financial 
advice were 85% ahead of those 
who didn’t get advice.

3. Manage your debts

The majority of people who ac-
cessed their superannuation 
early used it to pay their mort-
gage or rent (29%), household 
bills (27%) or credit card bills or 
personal debts (15%). It might 
be a personal loan, a credit card 
or a mortgage (or a combina-
tion of all). 

The general rule is that it’s al-
ways good to pay off any high-
interest debts first.

4. Take an interest and get con-
trol

Understanding what measures 
are available can make a big im-
pact on how much money you 
have in retirement. For example, 
if you earn less than $54,837 you 
may qualify for a government 
co-contribution of up to $500 
where you make a non-conces-
sional contribution in a year.

Other measures including 
spousal, after-tax and conces-
sional contributions which 
again could deliver tax breaks 
or qualify you for government 
contributions. Talk to us about 
the different ways you can grow 
your super.

5. Check in on your super with 
online reminders

Just like scheduling diary re-
minders for work or social events 
or for bill payments, set yourself 
diary reminders to check your 
super every month. It is easy to 
set up these regular reminders 
on your online balance. Think of 
it as a ‘reality check’ on whether 
you are on track for a comfort-
able retirement.

Source: Colonial First State
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If you’re one of the many Australians fi-
nancially impacted by COVID-19, who 
have deferred $218 billion worth of pay-
ments this year – fear not. 

Your credit score is unlikely to be affected 
by payment deferrals or mortgage holi-
days due to the current state of the world.

While that’s good news, it’s still important 
to maintain a high credit score by under-
standing how it’s calculated and what you 
can do to maintain it in future.

what is a credit score?
A credit score is a number between zero 
and 1200 that reflects how much money 
you have borrowed, the way you use credit 
and your history paying off any loans and 
credit cards. This is calculated based on 
many sources of information including:

 � Your personal details like your age, in-
come and living arrangements.

 � Financial information like how many 
loans and credit cards you have.

 � Your bill paying history for expenses 
like energy and phone bills.

While your credit score is a record of posi-
tive information, such as your track record 

making repayments on time and 
in full, it also encompasses neg-
ative information such as late 
payments, court adjudications, 
bankruptcies and insolvencies.

All in all, the higher the score, 
the better and the more likely 
lenders will be to approve loan 
or credit card applications you 
might make. The lower the 
score, the riskier you will be per-
ceived by lenders, making them 
less inclined to approve your ap-
plication for a loan, which is why 
having a high credit score is im-
portant.

How is it calculated?
Credit bureau are responsible 
for consumers’ credit scores, 
which are calculated across the 
bands below:

Excellent: 841 – 1,200

Very good: 756 – 840

Good: 666 – 755

Average: 506 – 665

Below average: 0 – 505

What is a credit 
report?
A credit report sits alongside 
your numeric credit score and 
contains all the information 
used to determine that number. 
The report includes detailed in-
formation about the way you 
handle credit, such as your re-
payment history, as well as any 
defaults or overdue payments. 
It also encompasses informa-
tion about your active loans and 
credit cards such as their value 
and repayment amounts.

Be aware your credit report will 
include a record of any defaults 
if you miss a payment valued at 
$150 or more that’s overdue for 
more than 60 days.

What’s it used for?
Banks and other financial insti-
tutions check your credit score 
and your credit report to see 
how likely you are to be able to 
make your repayments on new 
loans or credit cards for which 
you apply. 

How is your credit score affected 
by COVID-19?
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Banks, telcos and energy companies also 
check this information every time you ap-
ply for credit with them.

What might cause your credit 
score to drop?
There are a range of reasons your credit 
score could drop, such as when you pay off 
a loan or cancel a credit card. 

While this might be confusing, this is be-
cause lenders have less information to 
assess how reliable you are at paying off 
debts or assessing loan applications.

Your credit score can also drop when you 
successfully take out new credit. This is be-
cause the average ‘age’ of your debt drops 
with the new loan. Over time, when lend-
ers see you making regular payments on 
your new card or loan, your credit score 
should increase once more. Your credit 
score will also drop if you miss a payment, 
are routinely late making payments, or, if 
you go bankrupt.

How can I improve my credit 
score?
There are lots of steps to take to improve 
your credit score, including:

 � Pay your bills and loan repayments on 
time, and, in full. It’s an idea to set up 
direct debits so all of your obligations 
are automatically paid. This could help 
minimise the risk of missing a repay-
ment and having this affect your credit 
score.

 � Don’t apply for too many new lines 
of credit, for instance multiple credit 
cards, at the same time. Lenders can 
take this as a sign you’re experiencing 
a cash flow crisis and need access to 
money fast, which can put you in the 
higher-risk category as a borrower.

 � Lower your credit limit. Lenders like to 
see borrowers using credit responsi-
bly by paying off their repayments on 
time, and, in full.

Will my credit score 
be affected if I have 
deferred my mortgage 
repayments?
Banks have allowed borrowers 
who have been affected by COV-
ID-19 shutdowns to defer loan and 
mortgage repayments for up to six 
months. Rest assured your credit 
score will not be affected if you have 
deferred your loan repayments.

This means that your credit report 
will not include a record that you 
have missed a payment as a result 
of deferring your repayments due 
to COVID-19. However, your credit 
score may be impacted if you have 
missed a payment on a loan or 
credit card for other reasons.

What should I do if I 
think my credit score 
is wrong?
You can take steps to correct 
your credit score if you think 
it’s wrong. Contact the credit 
reporting agencies to amend 
details such as your name and 
address. 

If the error involves incorrect de-
faults or information on your file 
that is a result of identify theft, 
contact your credit provider.

Source: BT
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A family affair: Children, 
super contributions and 
SMSFs
What are the risks and benefits of including 
children as members of the ‘family’ SMSF?

The potential increase in members from 
four to six a in self-managed fund has led 
to many to consider about whether it is 
worthwhile to have children as members 
of the parents’ or ‘family’ SMSF. 

The options are: should the kids join the 
fund, have their own, or go elsewhere to 
an industry or retail fund.

Let’s face it, on the positive side SMSFs are 
a good way of building retirement wealth 
and if done properly can boost the finan-
cial literacy of all members regardless of 
age – so why not have one exclusively for 
the whole family?

Pros and cons of a family SMSF
Some media commentators may tell you 
that they wouldn’t recommend children 
as members or trustees of a family SMSF. 
Nonetheless, in some cases it can work ex-
ceptionally well, and the children can play 
an important co-operative component in 
the fund. There may be instances where a 
high level of respect exists among the fam-
ily and decisions can be made collabora-
tively to the benefit of everyone.

At the other end of the spectrum, however, 
have a look at the ever-increasing number 
of court cases which are littered with sad 
stories. Some involve children taking mon-
ey from the family fund for their own pur-
poses, and other situations where children 
deceive their way into the fund as trustees 
and take over the parents’ super. Whether 
the family SMSF should include children 
depends on the reasons for having them 
as members, their ages, personal situation 
and whether they are genuinely willing to 
take responsibility as trustees. Let’s look at 
the good, bad and the ugly of having chil-
dren involved with the family SMSF.

Some reasons to 
include family 
members
There is no doubt that every 
family member is different and 
so is each child within that fam-
ily. Parents need to exercise 
sound judgement on which 
child should be admitted as a 
member of the family super 
fund. 

A child who has difficulty man-
aging their own personal financ-
es may probably have the same 
issues as a member or trustee 
of an SMSF. They may be better 
off as members of a retail or in-
dustry fund where professional 
managers look after the fund 
investments.

Children can be split into three 
categories for superannuation 
purposes by age and circum-
stance – those under 18; single 
adult children; and those chil-
dren in a relationship, possibly 
with their own family.

Children under 18 years of 
age

Super can be provided for chil-
dren under 18 years of age by 
a parent or relative, by mak-
ing child contributions up to 
$300,000 over a fixed three-year 
period which are not tax de-
ductible. If the child happens 
to be working, contributions of 
up to $25,000 or more may be 
made by an employer, or the 
child may qualify to claim a tax 

deduction themselves. Any con-
tributions will help provide a 
bigger pool of money for invest-
ing and remember - the benefit 
of compound interest on sav-
ings should not be underrated.

A child under 18 years of age 
can be a member of the SMSF 
but can’t be a trustee or director 
of a trustee company until they 
are at least that age. While the 
child is under the age of 18, it’s 
the child’s parents, guardian or 
their legal personal representa-
tive who is the trustee in the 
child’s place.

18 years old and over

A child 18 years of age or older 
has legal capacity in most cases 
and can be an individual trustee 
of the fund or director of the 
corporate trustee. Along with 
the other trustees of directors, 
they are responsible for the op-
eration of the whole fund, as 
well as all the fund members, 
not just themselves. This could 
be a catalyst to involve a child 
in the investment of their su-
per savings and understand the 
workings of an SMSF.

Whether you would allow any of 
your children who has a spouse, 
but no family themselves, to be 
a member of an SMSF depends 
on the situation. In many cases 
it may be worthwhile to include 
the child until they have enough 
benefits to start an SMSF for 
themselves and their partner.
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Children with their own family

The time may come when your child has 
their own family. Whether they should be-
come members of the family SMSF or have 
their own will depend on the situation. The 
same outcomes could be achieved by the 
child having their own SMSF as the fund 
may be able to make investments jointly 
with the parent’s fund.

Introducing family members to the 
‘family’ SMSF

One way of introducing children to a fam-
ily SMSF is that investments could be split 
among the members. Investments sup-
porting the children’s super balances can 
be segregated from of their parents’ invest-
ments within the fund. This could be done 
by using separate bank and investment 
accounts and the records left to an SMSF 
accountant or administrator, who has the 
skills and systems to handle segregated 
investments, without incurring additional 
administration costs.

Having children in the family SMSF may 
also enable an inter-generational transfer 
of family assets – such as a commercial 
property used in the family business or 
other real estate. However, a word of warn-
ing, if this strategy is used it must be struc-
tured and handled correctly otherwise 
compliance problems may occur. 

There are a number of ways in which the 
investment could be owned by the fund ei-
ther jointly, as a company or unit trust. The 
strategy can allow ownership of real estate 
by one SMSF, or split across different SMS-
Fs, and allows flexibility if one fund wishes 
to purchase units or the property in future.

Reasons for not having a 
family SMSF
There may be many positive aspects of 
having a family SMSF but unfortunately, 
there is probably a longer list of situations 
where things may get amiss.

Dipping into the fund

When children become members and trus-
tees of the family SMSF they can be in a po-
sition where they can access to the fund’s 
resources. 

Access to the fund without 
proper controls over the fund’s 
bank accounts and investments 
can have tragic consequences.

For example, an SMSF may con-
sist of a husband and wife and a 
drug-addicted son who left the 
fund almost penniless, in addi-
tion to the fund being treated as 
non-complying for tax purpos-
es. If better controls had been 
exercised over the operation of 
the fund and the trustees un-
derstood their responsibilities, 
maybe the loss may not have 
occurred.

Relationship breakdown

In a relationship breakdown su-
perannuation forms part of the 
partner’s assets which is includ-
ed in the marriage settlement to 
determine how the assets will 
be split between the parties. 

This means that as part of the 
settlement that an ex-spouse 
may have access to their part-
ner’s super in the case of divorce. 
It could mean having to sell the 
family business assets to free up 
cash as part of the marriage set-
tlement agreement. 

The situation is not isolated to 
just the parents given that the 
children as members of the fund 
may also be going through a re-
lationship breakdown.

Control on death

When it comes to estate plan-
ning and SMSFs, who has con-
trol is going is probably the 
most important factor when 
ensuring the wishes of the de-
ceased member are carried out 
correctly.

There are many court cases 
where children have been ap-
pointed as trustees of an SMSF 
as the legal personal representa-
tive of their parents.

For example, a father and 
daughter are members and 
trustees of the SMSF. The father 
completed a non-binding nomi-
nation requesting the trustee 
to split his super balance 50/50 
to the daughter and a son. The 
son was not a member or trus-
tee of the SMSF at the time of his 
death, so the daughter appoint-
ed her husband and proceeded 
to pay 100% of her father’s ben-
efits to herself. 

In this situation, the Court has 
found in the daughter’s favour – 
as trustee her (and her husband) 
had discretion as the nomina-
tion made by the father was not 
binding on the trustee.

Even if the nomination was bind-
ing, the fact that the daughter 
was in control of the SMSF could 
have caused a protracted and 
costly legal battle between the 
beneficiaries. 

Therefore, consideration needs 
to be given to the loss of con-
trol over the SMSF if a trustee or 
member dies or loses capacity.

To include or not to 
include, that is the 
question

There can be many benefits by 
including children and other 
family members to an SMSF, but 
considerable thought should be 
given to the potential risks that 
can arise when family and mon-
ey matters are combined.

It is important to weigh up the 
pros and cons before making 
such a decision as the different 
needs and motivations of fam-
ily members may be different to 
your own and may only lead to 
conflict.

Source: AMP Capital


