
tional compliance surveillance, legislative    
updates and regulatory licence reviews (refer 
www.acompli.com.au);  
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enhanced through Kaplan, an educational     
service, using online training programs in an        
in-house workshop environment;  
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 �
maintaining relationships with a number of pro-
fessional service providers, including Securitor;  
and 
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������ � �nsurance in a form approved by ASIC. 

In addition, PWM Advisor Services will not 
maintain a Trust account; therefore no client 
funds will ever pass through its accounts (will 
pass direct to advised investments).  

Pinnacle is delighted with this most recent   
development in our pathway to an independent, 
sustainable business, while confirming our belief 
in the need to maintain 'best practice' principals 
in our client service offering. Our own licence is 
one more step in the success ladder.  

We will be writing to all of you personally in 
coming weeks to provide you with a copy of our 
new Financial Services Guide. In the interim, 
please feel free to contact your Advisor with any 
questions.  

As a result of our pursuit towards true independ-
ence, we are pleased to inform you that Pinnacle 
Wealth Management has been successful in ob-
taining ASIC approval for its own Australian 
Financial Services Licence (AFSL).   

The new licence will be known as PWM Advisor 
Services which is wholly-owned by the Princi-
pals’ of Pinnacle Wealth Management.  

The attainment of an AFSL is a major initiative 
for Pinnacle Wealth Management as it cements 
the development of our own guiding principals 
on suitable investment products, strategies and 
services for our clients, free of any institutional 
agenda.  

With the removal of Securitor as the Licensed 
Dealer in Securities, PWM Advisor Services will 
be responsible to ASIC for all prudential obliga-
tions, including; 

���������� � we have appointed an external 
service bureau called Acompli to provide opera-

You may have noticed in the media recently that 
the Financial Planning Association (FPA) which 
is the peak professional association for the finan-
cial service industry, released a consultation  
paper to its members regarding remuneration. 

Remuneration is an important aspect of deliver-
ing advice to clients and in running a business. In 
this instance the paper discusses the issue of  
remuneration for services provided by the         
financial planner to his/her client. The FPA is 
recommending that from an agreed date (this is 
proposed to be 1 July 2012) product providers 
should no longer determine the remuneration of 
financial planners. This means that the profession 

will be encouraged to transition away from 
commission paid advice. 

At Pinnacle we are already considerably down 
this path. We firmly believe in having clear and 
transparent remuneration policies and practices 
in place. Our preferred method of remuneration 
is, and has been for a while, very much aligned 
to a fee for service basis. With the acquisition of 
our own AFSL license, we will continue to 
provide services on this basis and will also seek 
to investigate any further areas where we can 
tailor remuneration to enable the best outcome 
for clients at the same time as conducting a 
profitable business. 
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· 2009 Tax Planning—Speak 

with your Advisor 

· REMINDER—For those    
eligible and wishing to take 
advantage of the Government 
Co-Contribution - $1,000  
super contribution needs to be    
deposited before 30 June 09. 

· Pinnacle continues to receive 
referrals from client friends, 
work colleagues and relations. 
We do thank you for your 
continued support and       
advocacy of our Practice.  
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PWM Advisor Services—
New License 

1 

FPA—Question Surround-
ing Remuneration 

1 

Different Sources of   
Income—Perpetual 

2 

Federal Budget 2009– 
Update 

3 

First Home Saver       
Accounts 

4 

Pinnacle Contacts 4 
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rate bonds to achieve significant returns in this environment (as  
interest rates cannot fall below zero) and therefore it is less likely 
that similar returns will be achieved over the coming year.  

Despite bonds being the best performing asset class in 2008, we 
believe this is unlikely to be the best performing asset class in 2009. 

Chart 2 – Why were bonds the best performers? 

Source: Bloombergs, RBA 

For floating rate bonds, movements in the credit spread above the 
risk-free rate will determine the bond’s market value. As the credit 
spread above the risk-free rate widens, the capital value of the bond 
will fall.  
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At Perpetual, we believe that investing in credit assets (bonds such as 
asset backed securities, mortgage backed securities and those issued 
by corporate entities) offers investors a compelling alternative for 
their income investments.  Investors who are willing to take on some 
medium-term volatility in return for the opportunity for a signifi-
cantly greater return than cash should be well rewarded in the next 
few years. 

Credit funds focus more on floating rate bonds than government 
fixed rate bonds. The credit spread above the risk-free rate has risen 
significantly in certain cases, which will more than compensate  
investors as they are receiving not only regular coupons but also 
capital appreciation as the price of the bond converges to its original 
100 cents in the dollar at maturity (assuming no defaults).  

The key steps to successful bond investing are selecting high credit 
quality securities, understanding the average maturity profile and 
liquidity and importantly, building a truly diversified portfolio. A 
well-constructed fixed income portfolio (apart from cash) should 
strategically include both fixed rate and floating rate strategies as a 
source of potential alpha.  

Perpetual’s Diversified Income Fund is a conservative, highly diver-
sified credit fund with a focus on quality investment-grade debt  
securities. As a diversified portfolio of income-generating assets, the 
fund has managed to preserve capital in periods of stress relative to 
peers and take advantage of opportunities as they arise.  

This information has been prepared by Perpetual Investment Management Limited (PIML) ABN 18 
000 866 535, AFSL 234426 for financial advisers only. It is general information only and is not in-
tended to provide you with financial advice. To the extent permitted by law, no liability is accepted for 
any loss or damage as a result of any reliance on this information. The product disclosure statement 
(PDS) for Perpetual’s Diversified Income Fund, issued by PIML, should be considered before deciding 
whether to acquire or hold units in the Fund(s). The PDS can be obtained by calling 1800 062 725 or 
visiting www.perpetual.com.au. No company in the Perpetual Group (Perpetual Limited ABN 86 000 
431 827 and its subsidiaries) guarantees the performance of any fund or the return of an investor’s 
capital. Past performance is not indicative of future performance.   

Investing for income can be complicated. With a large range of 
income alternatives now available, each with different levels of 
risk and return, it can be hard to determine the best asset for 
your client’s needs.   
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1. The different types of risk 

When investing for income there are a number of key risks you 
should consider in order to select the most appropriate income asset. 
These include, but are not limited to: 

Interest rate risk—The risk that interest rate changes affect the    
capital value of your investment. 

Credit risk— The risk that the issuer defaults on interest payments or 
is unable to repay your capital. 

Inflation risk— The risk that inflation undermines the performance 
of your investment. 

Liquidity risk— The risk that you are not able to access your money 
when you need it.  

2. Is cash really the best option? 

There are a number of options when it comes to ‘cash’ investing. 
Term deposits have been a popular alternative over the last year due 
to the Federal Government Deposit Guarantee and high returns    
offered by Australian banks looking for local funding.  

However, both cash and term deposit returns are now at record low 
levels after the Reserve Bank of Australia (RBA) set the target cash 
rate at 3%pa. This is the lowest rate in 49 years, making this the most 
aggressive easing cycle on record. Investors with large cash and term 
deposit allocations should now be aware that the ‘real cash rate’ has 
fallen below zero as inflation is now above the RBA cash rate. This 
means the purchasing power of cash deposits earning the RBA cash 
rate is being eroded by inflation. 

Chart 1 – The real cash rate is currently below zero 

3. Fixed versus floating interest rates 

Government and corporate bonds are often accessed via a pooled 
trust for defensive investment over the medium- to long-term 
(referred to as fixed income funds or bond funds). They are issued to 
raise capital, and offer investors an amount of interest over a specific 
time period, with the principal repaid at maturity. Government and 
corporate bonds can have either a fixed or floating interest rate. 

There is an inverse relationship between the yield (return) and price 
of fixed rate bonds. Many bond funds have achieved strong perform-
ance over the last year, with the UBS Composite Bond Index return-
ing 12.77%pa as at 31 March 2009. Chart 2 outlines the treasury 
yield curve movement from January 2008 to January 2009. As    
interest rates fell in the last year (red line fell to become the green 
line), fixed interest/bond funds outperformed. The position of this 
curve as at 31 January 2009 shows that there is less room for fixed 

�

��  ������!
������
 �"��
��  

�����
�	!��"��	#$	 ����	%	

����������	
����
���������������

�

���������������
�����
���

��
�

#$
%����
&''()

��
������

�����

�
��
���
�
 ��

��
���
��*
���
��
(+(,-��+
���
"����
��
�������
���
�����
���� 
��
&+&
�����)


��
 �������
 
��������
 ���
 "����
 �����
���
 ����
 
�
 ! �








�����
��

�
����
�
�������!��
������
��
�������

�� �
��
���+


- 

1.0 

2.0 

3.0 

4.0 

5.0 

6.0 

1 year 2 year 3 year 4 year 6 year 7 year 10 year 15 year 
Term (years) 

- 

1.0 

2.0 

3.0 

4.0 

5.0 

6.0 

1 year 2 year 3 year 4 year 6 year 7 year 10 year 15 year 
Term (years) 

As at 31 January 2008 
As at 31 January 2009 

Benchmark 3.2 years  

Treasury yield  



The 2009 Federal Budget contained some substantial changes. The 
most critical of these are the following: 

· An increase in the full Age Pension for both singles and couples.  

· A progressive increase in Age Pension age to 67 from 2017.  

· A reduction to the concessional contribution cap for superannua-
tion.  

· A temporary reduction to the super co-contribution.  

· The removal of the tax deferral for shares issued under         
Employee Share Schemes.  

· The introduction of a means test for the private health insurance 
rebate. 
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The concessional contribution (CC) caps for those under and over 
age 50 will be halved from 1 July 2009. As a consequence of these 
changes, the annual non-concessional contribution (NCC) cap will 
become six times the CC cap (as it applies to those under age 50).  

The table below shows the caps for the current financial year, those 
that were scheduled to apply for 2009/10 and the new reduced caps 
for 2009/10.  

.������
1��������

��*���
��!�
���


������
���/
$
0���
&''(2#'
0���
&'$3�   
As anticipated, there has been a reduction to the maximum rate and 
amount of Government co-contributions for eligible clients who 
make personal after-tax contributions to super. The maximum 
amount of contribution will be $1,000. This is a temporary reduction 
and applies in the five years from 2009/10 to 2013/14. From 2014/15 
the co-contribution again increases to a maximum of $1,500. 
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In a press release on 18 February 2009, the Government announced 
that clients in account based pensions, allocated pensions and term 
allocated pensions (TAPs) would only be required to draw down half 
their calculated minimum income requirements for 2008/09. This 
relief has been extended for a further 12 months to 30 June 2010.  
 
The reduced drawdown rates are set out in the table below.  
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People aged 60 or over will still be able to receive unlimited tax-
free incomes from pension investments commenced from a taxed 
super fund. The table below shows the amount of taxable income 
that can be received tax-free by older Australians in other circum-
stances.  

�  Does not include Medicare Levy, but includes the low income tax offset and SATO, 
where applicable. 

�  Assumes no income from other sources is received. 
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The following private health insurance rebate and Medicare levy 
surcharge rates will apply to higher income earners in 2010/11 and 
future years: 

�   All income thresholds will continue to be indexed. 
 

For singles earning less than $75,000 and couples earning less than 
$150,000, the existing 30%, 35% and 40% private health insurance 
rebates for the respective age group will remain. 
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Budget Humor... 
“My income is down by 5%, therefore in 
order to stimulate myself to recovery I'm 
going to increase my expenses by 20%, 
PLUS I'm going to take out loans that 

equal 30% of my annual income... if that 
doesn't help me get back into shape I 

don't know what will." 



First Home Saver Accounts (or FHSA's) came into effect on the 1st October 2008.  
These accounts allow people to save for a home in a concessionally taxed             
environment and also receive top up contributions from the Government.  
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· Aged between 18 to 65 years of age. 

· Owner must be an Australian resident for tax purposes. 

· Never owned a home which has been principal place of residence. 

· Cannot operate multiple FHSA (or previously have had an account). 

· Make an initial deposit of $1,000. 
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· Accounts are taxed at 15% by the provider - you do not have to pay any additional tax at your 
marginal rate. 

· The Government will contribute 17% on top of your personal contributions up to a maximum of 
$850 pa for the 08/09 tax year (that is for a $5,000 contribution by you, the Government will chip 
in an extra $850). 

· Not just the account holder can contribute, family and friends can also make contributions on 
behalf of another. 

· The ATO will reconcile payments as part of tax system (much like the Government super                     
co-contribution). 

9�����
�
����/


· Payment will be made towards buying or building a first home which will be a principal        
residence for at least 6 months. 

· The withdrawal is tax-free to purchase a home, however it must be for the full amount. 

We suggest FHSA may be a great way for parents and grandparents to help family enter the property 
market.  Please consult your Adviser for more information. 
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· Funds must be invested over at least 4 financial years before benefits can be withdrawn. 

· Maximum cap for contributions to the account is $75,000 (however this is indexed overtime). 
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As a part of Budget 2009-10 the Government has announced an extension to 
the First Home Owners Boost until 31st December 2009. The current First 
Home Owners Boost will be maintained in full until 30th September 2009. 
The First Home Owners Boost will be halved between 30th September and 
31st December 2009.  
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· $7,000 First Home Owners Scheme Grant from the Federal              
Government; plus 

· Purchasing an existing home—$7,000 First Home Owners Boost for 
established homes which is available from the Federal Government. 

· Purchasing a new home—$14,000 First Home Owners Boost for newly 
constructed homes. 

We’re on the Web! 

www.pinnaclewm.com.au 

Level 1 
309 Angas Street 
Adelaide SA 5000 

PO Box 7095 
Adelaide SA 5000 

Phone: 1300 73 93 63 
Office: (08) 8312 0000 
Fax: (08) 8312 0010 

	

The information herein is of a general nature only and has been provided without 
taking account your objectives, financial situation or needs. Because of this, we rec-
ommend you consider, with or without the assistance of a financial adviser, whether 
the information is appropriate in light of your particular needs and  circumstances. 

Merrick Shipp, Christopher Jeffery, Chris Launer & John Menelaou are Authorised Representatives of                                                                                                  
Securitor Financial Group Ltd—ABN 48 009 189 495—AFSL 240687 
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