your money your future

FINANCIAL PLANNING NEWSLETTER Edition 3, 2008

Spring Edition -

Welcome to the Spring edition.

LX

We would like to formally announce that Michael Pyne, our Senior Financial Planner, solutions

became a partner in the business effective 1st July.

Most of you will know our Client Service Manager, Jill Thomas. Jill is currently
overseas enjoying a well earned break and will return to work on the 30th of
September. Whilst Jill is away, Lisa, Sharon and Greg will be available to assist with
any queries you may have.

As always, we welcome any feedback or suggestions you may have for us.

The HPH Hotline Newsletter
Make an Informed Choice
Rob Pyne, Adam Smith & Michael Pyne

Cheers Rob, Adam, Michael and the HPH team.

Partners, HPH Solutions
Level 1, 35 Outram Street
West Perth
WA 6005

The end is a great place to start

When it comes to financial planning, it’s When?

not so much a case of ‘why’, ‘what’ or

Rob Pyne CFP F Fin BSc Retirement Specialist

¢ Timelines will depend on your personal Adam Smith CFP Dip FP Protection Specialist

‘when’, but usually just a matter of ‘how’.

Truthfully, most Australians know the
answers to their financial goals. It’s just the
crucial step of how to go about achieving
them that provides the big hurdle.

Why?

* The most important reason to plan
for your financial future is so you can
ensure you are able to live comfortably
now and into retirement.

What?

¢ Financial planning aims to provide you
with a lifestyle free from money worries
and the ability to live in a manner to
which you have become accustomed
or desire.

circumstances. But financial advisers
are united on one thing — the sooner
you start, the sooner your goals can

be achieved.

How?

* The ‘how’ is the area of financial planning
that often proves the most difficult.
Knowledge of investment, budgeting,
superannuation and experience in
wealth management is the key to
realising your financial lifestyle goals.

The good news is that you don’t have to
do it by yourself. Your financial adviser
can assist you to get started by creating
and maintaining a personal financial plan
tailored to your lifestyle objectives.

Michael Pyne CFP F Fin B Com Senior Financial Planner

Authorised Representatives of Charter FP

Po Box 1798
West Perth
WA 6872
Phone: 08 9213 0444
Fax: 08 9226 4933
Email: info@hphsolutions.com.au
Web: www.hphsolutions.com.au

charter)financial planning

This information is provided by Charter Financial Planning Limited (Charter FP) ABN 35 002 976 294, an Australian Financial Services Licensee, Licence No. 234665, a wholly owned
subsidiary of AXA Australia and a member of the Global AXA Group. It is believed to be correct at the time of publication, however, no representation or warranty is given as to its
accuracy. No liability is accepted by any company within AXA or their respective employees or directors for any statement or opinion or any error or omission or for any loss arising
from reliance on the information contained in this document. Investments may only proceed by completing the relevant application form attached to a current Product Disclosure
Statement (PDS). Fund managers will receive fees for their services out of which authorised representatives of Charter FP may be paid commission. Neither the return of capital nor
the investment performance of any investment is guaranteed by Charter FP. Past performance is not indicative of future performance. Any advice given in this document has not
been prepared taking into account your particular investment objectives, financial situation or needs. You should assess your particular investment circumstances prior to making any
financial decisions. This taxation information is based on the continuation of present laws and their interpretation and is a general statement only. Individual circumstances may vary.

From time to time we may bring to your attention products, services and other information that may be relevant to you. If at any time you no longer wish to receive information,
you may opt out by contacting our office.
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Understanding your super investment options
and performance

You’ve no doubt heard a lot of
gloomy talk in the media recently
about the impact of share market
volatility on super fund returns for
the 2007/08 financial year.

Predictions of low single digit or negative
returns for the year have led many
people to become concerned about the
performance of their super fund.

You may have considered switching
your own super from a growth or
balanced option to a more sheltered
capital-stable or capital-guaranteed
option. And perhaps you have even
thought about joining an entirely

new fund.
But what you need to keep in mind is 4 Try to use the same start and finish dates for each fund. Five-year performance
that super is essentially a long-term from June to June will differ from January to January.'

investment and making hasty decisions
in response to short-term volatility could
leave you worse off in the long run.

The following ASIC table displays the average returns to Australian super fund
members over five and ten years:

L ( M
Switching investments when markets Five and ten-year average returns per annum to members of
are down can mean you lose out Australian super funds (after management costs)?
by selling at a low price, and miss
the upturn when markets eventuall Capital
P a Y Growth Balanced Capital stable guaranteed

bounce back.
As at 30 June 2007

And mOVing from one fund to another 5 years 9.5-11.5% pa 8.2 -10.8% pa 6.3 -7.5% pa 4.7 - 5.3% pa
based on short-term performance 10 years 72-90%pa  63-86%pa  52-58%pa  48-52%pa
indicators could also be a risky strategy. As at 30 June 2006

How can | assess the performance 5 years 5.7 -7.5% pa 5.1 -7.4% pa 4.8-5.9% pa 8.7 -4.3% pa
of my super fund? 10 years 7.6 -9.4% pa 6.8 - 9.3% pa 5.7 - 7.3% pa 4.2 -5.9% pa
So how do you assess the performance | -AS &t 30 June 2005 - - - .

of one super fund against another? Well, | 2 Y% 8.7- 5'6c/° pa_ 36- 5'3f’ pa 42 555’ pa_ 87 4'4f pa
Australian Securities and Investments 10 years 7.0-8.7% pa 6.5 - 8.8% pa 5.6 -7.2% pa 5.1 -5.8% pa
Commission (ASIC) has identified four As at 30 June 2004

important principles to keep in mind: 5 years 3.6 -5.4% pa 3.0 -5.3% pa 3.7-6.2% pa 3.8-5.2% pa

QO year 6.4 -7.9% pa 6.2 - 8.0% pa 5.5-6.7% pa 49-57% pa )

1 Look for a history of reasonable
performance rather than trying to What are my options?

ick next year’s top performer. , . . .
P y PP Your investment options in super are flexible.

2 Judge performance over at least
five years. As super is a long-term
investment, short-term figures such
as for the past 12 months or less If you find your own fund has performed worse than the average over a five-year
are of little value. or ten-year period, you may wish to consider switching funds. However, this is an

important step which your financial adviser can help you to make a decision on,

after addressing all the relevant aspects of your own situation.

Choosing the right investment option will really depend on your personal goals
and circumstances, including how close you are to retirement.

3 Compare like with like. If a fund
has 70-80 per cent of its money in
shares and property, compare it only 1 ‘Super Decisions’ brochure, ASIC, October 2007

with other similar fUﬂdS, not funds 2 www.fido.gov.au (About financial products > Superannuation > Long-term performance figures for typical
with 60-70 per cent invested in cash super fund investment options)

and fixed interest.
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Ensuring insurance is on your shopping list

Right now the Australian family budget
is being stretched from all sides and
fitting personal insurance onto the
family shopping list is becoming

more difficult.

An AXA study’ conducted by TNS Research
in March 2007 examining Australian
attitudes towards life insurance found that
while most people understand the necessity
of insuring everyday items like their home,
car and medical health they regarded

life, income and trauma insurance as a
lower priority.

The study found the following to be the
main reasons for the generally low level of
interest Australians have when it comes to
personal insurance:

e the emotionally confronting nature
the topic

e an uncertainty about what constituted an
adequate level of life insurance, and

e the perception that life insurance
doesn’t give them any immediate
tangible benefit.

Not surprisingly, people don't like to
contemplate their own passing or that of
loved ones. But the study also found that
once people were alerted to the importance
of insurance, they were inspired to take
action and ensure their level of cover

was adequate.

Peace of mind you can’t touch

No one likes to imagine injury, death or
illness happening to themselves or their
family. But the truth is that insurance can
be a great way to gain some peace of
mind and help alleviate the financial worry
associated with some of life’s uncertainties.

While it’s true that insurance isn’t a product
you buy for immediate use, it can help
answer some of life’s great questions.
Consider, for example:

* Who will be there to look after your
family or pay your outstanding debts if
something happens to you? Alternatively,
what would you do if something
happened to your partner?

e How can you protect your family from
the financial impact of you becoming
totally and permanently disabled?

e What are the financial consequences if
you suffer a serious trauma, such as a
heart attack?

e How would your family cope if an injury
or iliness prevented you from earning an
income? How would your life change if
your partner suffered an injury or illness
which prevented them from either
working or undertaking home duties?

Insurance should be an
odds-on favourite

When it comes to the age-old question
of ‘How much insurance is enough?’, the
answer turns out to be a very personal
one. The level of insurance that suits
your individual needs and those of your
family will ultimately depend on your
individual circumstances.

This is how we, as professional financial
advisers, can help. We're able to
independently asses your needs and,

using our experience and knowledge of the
industry, provide a detailed recommendation
on the right level of insurance for you.

The table below highlights the importance of
including personal insurance on your family’s
shopping list.

More information?

For more information on how to obtain and
assess the right level of insurance for you
and your family, please contact us.

(Situation Statistics? Outcome without insurance Insurance solution Insurance description h
Premature or Of the 132,508 deaths Without insurance, your family Life insurance In the event of your death, or the
accidental death reported in 2004, around 25%  could be left to pay outstanding diagnosis of a terminal ilness, your

of male deaths and 15% of debts in their hour of need. life insurance will be paid to your
female deaths were of people nominated beneficiary.
aged less than 65.
An injury or illness In 2003/04, more than If you are unable to earn an Income insurance Provides you with a replacement
that prevents you 370,000 people were admitted  income, you may have trouble income of up to 75% of your income
from working as inpatients to Australian paying any outstanding debts or (net of business expenses, but before
hospitals as a result of injury. ongoing living expenses. tax), if you are totally disabled and
unable to work due to either sickness
or injury.
A total and permanent  In 2004, the Australian Bureau  The resulting loss of income Total and Permanent ~ Provides a lump sum payment in the
disability that prevents  of Statistics reported that 1 in means it may be difficult for you Disability insurance event that you become totally and
you from ever 16 Australians have a severe or  to pay outstanding debts and permanently disabled.
working again profound core activity limitation.  living expenses.
You survive a trauma In Australia, it is expected that ~ Your family and loved ones must ~ Trauma recovery May ease the financial burden of
such as heart attack, 11in 83 males and 1 in 4 females cope with the increased financial  insurance trauma by paying you a lump sum
cancer or stroke will be diagnosed with cancer burden of your recovery costs, in the event that you suffer one of a
before the age of 75. as well as the probable reduction comprehensive list of trauma events,
in family income for an unknown including heart attack, stroke and
period of time. cancer. The lump sum payment
will help to give you financial peace
of mind.
- J

1 ‘Australian attitudes to underinsurance’, TNS Research, March 2007.
2 All statistics are sourced from Australia’s Health 2006 (Australian Institute of Health and Welfare 2006. AIHW catalogue number AUS 73. Canberra: AIHW).
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Do you own things, or do they own you?

In their recent book, Affluenza’,
economists Clive Hamilton and
Richard Denniss observe something
strange in the way Australians are
spending their money.

According to Hamilton and Denniss,
Australians are earning and spending more
than ever, yet we still don’t seem to be
any happier now than before we increased
our spending.

London economist, Richard Layard,
published a study in 2003 that showed that
despite the huge surge in material prosperity
in the last 50 years, happiness levels in
developed countries have not increased.?
This unhappiness, Layard says, is reflected
in rising rates of crime, depression, suicide
and drug abuse.

This is not to say that money can’t help us
be happier if spent in the right way.

Another Economist, Robert H. Frank®,
argues that while using our income to buy
bigger houses and more expensive cars
won’t make us happier, using it to buy
certain types of intangible goods — freedom
from a long commute or a stressful job — will.

According to Frank, spending less on
conspicuous goods has an important trade
off; it helps us alleviate the congestion
consumer goods have on our lives and
increases the time and money we can devote
to family and friends, to exercise, sleep, travel
and enjoy other restorative activities.

On the best available evidence, Frank says,
reallocating our time and money into these
other areas can result in healthier, longer
and happier lives.
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While not new, the idea that happiness is
less about what we earn and more about
how we live seems to be gaining favour with
Australians.

A 2002 nationwide survey revealed that in
the previous 10 years nearly one-quarter of
Australian adults between 30 and 60 made
a conscious decision to accept a lower
income and a lower level of consumption, to
pursue other life goals.*

These people were motivated by a desire for
more balance in their lives, more personal
fulfilment and more time with their families.
They decided to sacrifice income and
reduce a fixation on consumer goods to
make their lives happier.

Every day we make choices about how

to spend our money. Like a government
that decides how best to spend its budget
to improve the lives of citizens, we need
to think carefully about how to spend our
incomes in ways that make us happy.

But how can we do this?

According to Hamilton and Denniss, one
solution is to cultivate an awareness of why
we buy things and understand what needs
we are trying to meet, when we do so.

We need to teach ourselves to distinguish
between needs and wants.

Hamilton and Denniss also argue that we
need to recognise that we are under great
pressure to spend money daily on things
that don’t make us happy.

Marketing is a sophisticated art that can
cloud our decisions. While most of us are
aware of overt marketing tactics, subtle
marketing strategies that imbue products

with the promise of status, power and
beauty can often get past our defences.
‘Status’, that almost inherent desire to
keep up with the Joneses, can be a tough
monkey to throw off our backs.

But these defences may still not be enough.
Some will continue to struggle with the
temptation to buy more flashy cars, ipods,
plasma TVs, larger houses and sleeker
white goods, and may need a more
powerful antidote.

It’s in this context that many people are
now finding financial plans a very powerful
tool. Financial planning is about consciously
exploring what your lifestyle goals are, and
building a working structure around those
goals. By its mere existence, a financial
plan brings clarity, direction and focus to
purchasing behaviour. A plan helps you to
visualise a financial destination that is likely
to make you happy and can help you avoid
the distractions along the way.

So do you own things, or do they own you?
Perhaps it’s time to re-acquaint yourself
with your financial adviser and discuss
where you’re going and what you can do to
get there.

1 Affluenza, Clive Hamilton and Richard Denniss, 2005

2 Happiness: has social science a clue? Richard
Layard, Lionel Robbins Memorial Lectures 2002/3,
London School of Economics March 2003, p 15

3 How not to buy happiness, Robert H. Frank,
Daedalus Spring 2004

4 Affluenza, Clive Hamilton and Richard Denniss, 2005,
p 154
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