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Future-proof your 
client’s retirement with 
Challenger annuities.

While your clients may have 
become more cautious, their 
priorities, like preserving capital, 
generating reliable income and 
beating infl ation over the long 
term, remain exactly the same.

Of the options available, 
few are as dependable as 
Challenger annuities.

With capital and income 
payments guaranteed by an 
APRA-regulated life company, 
Challenger annuities provide 
regular income for terms from 
one to fi fty years, or for life.

Performance is not sacrifi ced 
for security because annuity 
rates have usually exceeded 
other fi xed income products 
like bond funds and term 
deposits.

With Challenger annuities you 
can protect and grow your 
clients’ retirement savings.

Make Challenger annuities a
part of your clients’ portfolios.

For more information,
visit challenger.com.au or
call 1800 621 009.

Challenger Life Company Limited ABN 44 072 486 938, AFSL 234670 (Challenger Life) issues Challenger annuities. Consider the current product disclosure statement 
for the applicable annuity (available from www.challenger.com.au) and the appropriateness of the annuity (including any risks) to your circumstances before deciding whether to 
acquire or continue to hold an annuity. Past performance is not a reliable indicator of future performance. Challenger Life’s obligation to make guaranteed capital and income 
payments is a contractual obligation and is subject to the terms and conditions of the applicable annuity and the Life Insurance Act (Act). The payment obligations of Challenger 
Life are limited to the available assets of the Challenger Life Statutory Fund No. 2, except if otherwise provided under the Act.12

08
6/

06
11



financial planning | JULY 2011 | 3

14 Developed vs Emerging
  A roundtable of investment experts share their 

views on where best value lies for investors of 

international equities.

22 Climate Change and Carbon Risk
  As JANINE MACE discovered, pricing carbon into 

investment selections may require planners to 

reconsider their clients’ investment portfolios.

26 When is a Borrowing a Borrowing?
  Determining what types of transactions will 

be considered a borrowing and what won’t be 

under S67 of the SIS Act, can be problematic for 

trustees of SMSFs, writes  PETER HOGAN.

30 The Educated Adviser
  The move towards greater professionalism and 

higher educational standards will transform the 

financial planning advice space. 

33 Singapore Swing
  Brett Waller saw a move to Singapore with his 

family as a ‘sea change’, and he hasn’t looked 

back.

 

36 The Four Es
  The four Es - education, ethics, experience 

and examination - are essential in the four FPA 

designations that recognise professionalism 

among practitioner members.

39 Professional Reputation 
  BRUCE MADDEN writes about managing your 

professional reputation in the same way you 

manage your business to build respect within the 

community.

Regulars
04 CEO Message

05 News

12 Opinion

35 Practice Management

38 Technical Update

40 Centrelink

43 In the Community

44 Chapter Event Review

46 Event Calendar

47 Directory

 EDITOR  Freya Purnell 

Locked Bag 2999, Chatswood NSW 2067 

Phone: (02) 9422 2053  Facsimile: (02) 9422 2822  

freya.purnell@reedbusiness.com.au

PUBLISHER  Jayson Forrest  

Phone: (02) 9422 2906  Mobile: 0416 039 467

Facsimile: (02) 9422 2822   

jayson.forrest@reedbusiness.com.au

ADVERTISING  Jimmy Gupta

Phone: (02) 9422 2850  Mobile: 0421 422 722

jimmy.gupta@reedbusiness.com.au 

ADVERTISING  Suma Donnelly

Phone: (02) 9422 8796  Mobile: 0416 815 429

suma.donnelly@reedbusiness.com.au

 Annual subscription rate: $110 (GST inclusive).  To 

subscribe, call 1800 337 301.

© Financial Planning Association of Australia Limited. 

All material published in Financial Planning is copyright. 

Reproduction in whole or part is prohibited without the 

written permission of the FPA Chief Executive Offi cer. 

Applications to use material should be made in writing 

and sent to the Chief Executive Offi cer at the above e-mail 

address. Material published in Financial Planning is of a 

general nature only and is not intended to be comprehensive 

nor does it constitute advice. The material should not be 

relied on without seeking independent professional advice 

and the Financial Planning Association of Australia Limited 

is not liable for any loss suffered in connection with the use 

of such material. Any views expressed in this publication 

are those of the individual author, except where they are 

specifi cally stated to be the views of the FPA. All advertising 

is sourced by Reed Business Information. The FPA does 

not endorse any products or services advertised in the 

magazine. References or web links to products or services 

do not constitute endorsement. Supplied images © 2011 

Shutterstock. ISNN 1033-0046 Financial Planning is 

published by Reed Business Information Pty Ltd on behalf of 

the Financial Planning Association of Australia Limited.

       , CFP® and CERTIFIED FINANCIAL PLANNER®

are certifi cation marks owned outside the U.S. by the 

Financial Planning Standards Board Ltd.  The Financial 

Planning Association of Australia Limited is the mark’s 

licensing authority for the CFP marks in Australia, through 

agreement with the FPSB.

CONTENTS

14

2622

Features  July 2011

Financial Planning is the offi cial publication of the Financial Planning Association of Australia Limited (ABN 62 054 174 453)

Web: www.fpa.asn.au  | E-mail fpa@fpa.asn.au | Level 4,75 Castlereagh Street, Sydney NSW 200 | Phone (02) 9220 4500 | Facsimile: (02) 9220 4580

 Average Net Distribution
Period ending Mar’11
11,134



CEO MESSAGE

4 | financial planning | JULY 2011 

We upped the ante on the Future of Financial Advice (FOFA) reforms, 
drew firm lines in the sand on opt-in and insurance in super and, 
importantly, supported our members to galvanise ‘people power’ 
and lobby their local MPs on these critical issues.

While we focused on these pivotal policy issues, we also presented 

the ‘New FPA’ strategy and achieved a resounding ‘yes’ at our 

Extraordinary General Meeting in April. The support of our members 

in approving the strategy heralds a new era of professionalism to 

accelerate our journey towards raising the reputation of financial 

planning into a universally respected profession. 

During this time, close engagement with the Board, the various 

committees and speaking directly with many members have enabled 

me to gain a broader appreciation of the many issues affecting you. 

It has also helped us to ensure our members are at the centre of our 

message to government.

I am committed to continuing to spread the message about our 

profession as we move into the next 12 months. Here’s a brief look 

at what’s ahead. 

Firstly, we are expecting draft legislation on the FOFA reforms to 

be released later this month along with consultation papers that 

will spell out the finer details we have been waiting for. The final 

legislation is due to be introduced into the house in September/

October for debate. As you know, the power is sitting with the 

Independent MPs and their votes will be crucial, and we will be 

capitalising on this for your benefit. 

Secondly, we have responded to consultation papers relating to the 

last-resort compensation scheme and we are continuing discussions 

about the extent to which failed investments should be blamed 

on financial advice given to the client. There is still a lot of work to 

do – the overriding concern of the FPA is that any compensation 

system should be holistic, and we will be actively advocating 

for the Government to extend the FOFA consultation period to 

comprehensively encompass these issues. 

Thirdly, we are working to inform the parameters of the proposed 

CP153 educational requirements. While the FPA supports 

improvement to the entry level education requirements, the proposal 

of an exam for existing planners raises questions about the exam 

structure and how it would be undertaken. The fact this exam would 

be for all industry participants and not just entry-level is a significant 

shift and something that will no doubt cause concern for many 

licensees and planners.

Last but not least, we will be stepping up our advocacy efforts to 

enshrine the term ‘financial planner’ in legislation. As you know, the 

current licensing system does not currently provide a distinction 

between advisers on the basis of their qualifications, which is 

unhelpful for consumers when choosing a financial planner.

As we drive our efforts nationally, we will help you to work in 

your local electorate by reinvigorating the FPA’s highly successful 

‘Member meet your Local Member’ campaign. We will be providing 

‘issue briefs’ so you can educate your local member on the issues 

facing financial planners and on how the impending changes will 

affect your clients. Naturally, getting to see your local MP is also an 

opportunity to remind them about the higher standards met by FPA 

members.

As you can see, there are a number of continuing challenges that 

we are addressing with the same vigour and passion as we have 

done in the last year on your behalf. I, and the entire team at the 

FPA, look forward to working with you all in the next phase of our 

transformation to start achieving some of the significant milestones 

in our strategic plan.

Mark Rantall CFP®

Chief Executive Officer

PRIORITIES FOR  
THE YEAR AHEAD
As I close the diary on my first 12 months as CEO, it’s worth reflecting 
on the remarkable and challenging achievements of the past year.

––  There are a number of continuing challenges 
that we are addressing with the same vigour  
and passion as we have done in the last year  

on your behalf.
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The Government has followed through on its 

pledge to simply the financial planning process 

for consumers by announcing changes to the 

Product Disclosure Statement regime from 

June 2012.

As part of this process, from 22 June 2012, all 

PDSs for superannuation products and simple 

managed investment schemes regulated by the 

Corporations Act 2001 must be eight pages in 

length.

Transitional arrangements will apply between 22 

June 2011 and 22 July 2012.

“The simplified PDS changes complement the 

Government’s Future of Financial Advice reforms, 

which will improve the quality of financial advice 

provided to Australian investors,” said Assistant 

Treasurer and Minister for Financial Services and 

Superannuation, Bill Shorten.

To enable product providers to transition across 

to the June deadline next year, the Government 

will allow providers to:

• Remain in the old regime until 22 June 2012;

• Continue to issue supplementary PDSs until 22 

June 2012; and

• Opt into the new regime from 22 June 2011 if 

they are ready to do so.

Shorten also confirmed the Government is 

looking at further changes to the product 

disclosure regime, including:

• Changes to confirm that pure risk products 

are excluded from the regime, irrespective 

of whether they are provided through a 

superannuation fund or not;

• Changes to clarify that combined defined 

benefit and accumulation products are included 

in the regime; and

• Amending the regulations to allow for situations 

where applications are electronically lodged.

Changes simplify product disclosure

Connect with Vanguard™ 
The indexing specialist > vanguard.com.au/discover-etfs > 1300 655 205

© 2011 Vanguard Investments Australia Ltd (ABN 72 072 881 086 / AFSL 227263 / RSE Licence L0001335) (“Vanguard”) is the product issuer. Vanguard ETFs will only be issued to Authorised Participants, that is, persons who have been authorised as 
trading participants under the ASX Operating Rules.  Retail investors can transact in Vanguard ETFs through a stockbroker or financial adviser on the secondary market. Investors should consider the Prospectus and Product Disclosure Statement (PDS) 
in deciding whether to acquire Vanguard ETFs. Retail investors can only use the Prospectus and PDS for informational purposes. We have not taken individual circumstances into account when preparing this publication so it may not be applicable to your 
clients’ circumstances. You should consider your clients’ circumstances and the relevant PDS and/or Prospectus before making any investment decision. You can access the relevant PDSs and/or Prospectus at www.vanguard.com.au. Past performance 
is not an indicator of future performance. This advertisement was prepared in good faith and we accept no liability for any errors or omissions. Not all articles are prepared by Vanguard so they may not represent our views.‘Vanguard’, ‘Vanguard 
Investments’, ‘Plain Talk’ and the ship logo are trademarks of The Vanguard Group, Inc. © 2011 Vanguard Investments Australia Ltd. All rights reserved.

Introducing Vanguard’s comprehensive range of ETFs – with low fees across the board.

Vanguard’s Exchange Traded Funds (ETFs) are a cost-effective 
way to diversify your investments. With seven ETFs now 
trading on the ASX, you can capture market performance 

across Australian shares, international shares, and 
property securities – all while taking advantage of 
Vanguard’s low-cost, diversified approach to investing.    

Bill Shorten,

Assistant Treasurer 

and Minister for 

Financial Services and 

Superannuation
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22.7%
of the Australian 

population will 
be aged over  

65 by 2050;  
a 9.2% increase 

on current 
levels – 2010 

Intergenerational 
Report

Research house van Eyk has raised concerns to 

Government about the fiduciary duty requirement in the 

FOFA reforms package failing to address issues relating to 

the ‘pay-for-ratings’ research model. 

Van Eyk has long been an advocate of a subscription based model 

for financial planners based on a ‘no-pay-for-ratings’ model.

“As part of the arrangement where a client will opt-in to 

advice fees every two years in the form of annual disclosure 

statements, any related payments for product ratings listed 

in the Statement of Advice should also be disclosed,” said 

van Eyk chief executive officer Mark Thomas. 

“This would be akin to a wealth warning to unsuspecting 

investors whose default assumption is independence 

between product promoter/manufacturer and the adviser 

providing recommendations under the Statement of Advice.

“Our role is to assist advisers in delivering above average 

returns for their clients’ investment strategies. We do this 

by being selective and discerning through all components 

of our research process. Philosophically this cannot be 

achieved when the product manufacturer is the paying 

client and not the adviser or the ultimate beneficiary of the 

research and recommendations.”

Van Eyk claims that ASIC has already questioned the ‘pay-for-

ratings’ research model employed by many research houses, 

saying a “user-pays model for research house remuneration 

might help improve the quality of the research used by advisers”.

Calls for FOFA scrutiny of ‘pay-for-ratings’ model
van Eyk chief executive officer 

Mark Thomas





NEWS

8 | financial planning | JULY 2011 

Risk holds out as multiples fall
Risk practices have been one of the standouts in 

recurring revenue multiples over the last three years.

This was one of the key findings from Radar Results 

principal John Birt, who told Financial Planning 

magazine that multiples for risk clients had remained 

solid for the last three years at 3x to 3.5x in city areas 

and 2.7x to 3x in regional and country areas.

“We are getting around 4x more enquiries for risk 

businesses than any other type of financial planning 

business,” Birt said. “We are averaging about three 

enquiries a week, which is more than 800 over the last 

five years. The demand has been huge”

However, recurring revenue multiples for other types of 

planning businesses have not been as strong.

“Multiples have been moving down since the FOFA 

announcements, with values dropping 10 per cent since 

April last year,” Birt said. “The FOFA announcements 

had created great uncertainty in the industry.”

 City CBD Regional and Country

 Recurring Revenue Multiple Recurring Revenue Multiple

Investment clients 2.5x to 2.7x 2x to 2.2x 

(average age over 60 years)

Accumulator clients 2.7x to 3x 2.5x

Risk clients 3x to 3.5x 2.7x to 3x 

(average age under 50 years)

SMSF clients (any age) 2.7x to 3x 2.2x to 2.5x

Corporate super clients 1x to 2x 0.75x to 1.5x

Recurring Revenue Multiple

Financial planning recurring revenue multiples since the second FOFA announcement on 28 April 2011, which is also 
based on actual prices paid for financial planning practices or client registers since May 2011.

The Government has announced that about 

120,000 self-funded retirees will benefit following 

finalisation of regulations providing drawdown relief 

for account-based pensions in 2011-12.

In the 2011-12 Budget, the Government said it would 

reduce the minimum payment amounts for account-

based pensions by 25 per cent for the 2011-12 financial 

year. This represents a phasing out of the drawdown 

relief, in the form of a halving of the minimum payment 

amounts, provided for the past three financial years.

“Many self-funded retirees with account-based 

pensions incurred significant capital losses on 

their portfolios due to the effects of the GFC,” 

said Assistant Treasurer and Minister for Financial 

Services and Superannuation, Bill Shorten.

“The provision of drawdown relief for the past three 

years has reduced the need for account-based 

pension holders to sell assets at a loss in order to 

meet the minimum payment requirement. This new 

relief will assist around 120,000 self-funded retirees 

to recoup capital losses as markets recover.”

Shorten added that the more limited drawdown relief 

for 2011-12 was a recognition of the improvement 

in equity markets post GFC, and the minimum 

payment amounts will revert to their normal levels 

from 2012-13.

According to Shorten, the reduction in the minimum 

payment amounts applies to account-based, 

allocated and market-linked pensions.

Global interest in renewable energy since 

the March tsunami in Japan and the 

subsequent disaster at Japan’s Fukushima 

nuclear power plant, has led to a 20 per 

cent increase in investment flows into 

European renewable-energy asset finance, 

public market finance and private equity 

deals.

This was one of the key findings in 

HSBC’s Climate Change – June 2011 

Quarterly Index Review, which forecast 

that Asia-Pacific (ex Japan) would record 

the strongest growth in climate-related 

earnings. 

However, the Asia-Pacific region is tipped 

to record the strongest growth over the 

coming decade as demand for nuclear 

power in this region - particularly from 

China, South Korea and India -increases.  

Despite its dangers, nuclear power 

remains a cost-efficient way to meet the 

growing energy needs of many emerging 

Asian economies, the report said.

The increasing reliance on nuclear power 

to generate electricity has been evident 

in China, South Korea and India. Since 

2007, these three markets have been 

responsible for a 5 per cent rise in global 

demand for uranium, with China’s demand 

alone increasing by over 215 per cent in 

this period.

According to HSBC, by 2020 these 

three countries will have nuclear energy 

power targets of 80GW in China, 27GW 

in South Korea and 20GW in India. 

With increased demand for uranium in 

these three countries, the dependency 

on uranium imports from countries 

like Australia will increase, presenting 

long-term investment opportunities to 

investors.

Relief for self-funded retirees

Emerging Asia 

appetite goes 

nuclear

–– “This new relief will assist around 
120,000 self-funded retirees to recoup 

capital losses as markets recover.”

Bill Shorten



Bank of Queensland Limited ABN 32 009 656 740 (BOQ). BOQ will not provide advice in relation to the establishment, operation and structure of a self managed superannuation fund (Super Fund). 
Nor will BOQ provide advice in relation to the investment strategy of a Super Fund. Clients should seek independent advice from a qualifi ed professional on these matters. Terms and conditions may 
apply to individual product offerings. Terms and conditions or Product Disclosure Statements are available at any BOQ branch. junior_BOQ28349_FPM

Self managed superannuation doesn’t need to be hard work. At BOQ, we offer a range of 
competitive products designed to suit your clients’ self managed super needs. Plus, our local 
Owner-Managers will provide the type of personal service they deserve and expect.

EVERYTHING
SUPER, under
the one roof.

A competitive range of products for investing, borrowing, transacting and insurance.

Talk to the bank with Owner-Managers.

DROP into your local branch

CALL 1300 737 766

VISIT boq.com.au
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Planners have been warned to be cautious with 

clients who want to take on higher levels of risk, as 

uncertainty sets into global markets.

This was one of the warnings to come from Russell 

Investment chief investment strategist Andrew Pease 

who said overt optimism had given way to overt 

pessimism between the first and second quarters of 

2011. Pease highlighted the following concerns for 

market sentiment over the coming months:

• While Pease was confident of continued moderate 

expansion in the US economy, near-normal equity 

market valuations, the continuation of an over-valued 

Australian dollar and high proceed commodities, 

he was less confident about the size of a China 

slowdown, sovereign debt issues in Europe, and how 

the slowdown in the non-mining sector will limit the 

extent of further Reserve Bank of Australia fiscal 

tightening.

• Pease was concerned about the impact QE2 

(quantitative easing) will have on asset classes. 

“Markets should have already priced in this well-

flagged event. But as we’ve seen with the recent 

rally in US 10-year bonds, markets aren’t given 

due attention to who will buy up to 70 per cent of 

treasury issuance currently being purchased by the 

Fed,” he said.

• The division in Australia between mining and 

the rest of the economy is widening as economists 

continue to be bullish on the outlook for the mining 

boom, with the sector expecting $83 billion worth of 

projects in 2012, while the remainder of the economy 

struggles. “GDP forecasts for the remainder of 2011 

continue to be downgraded while projections for 2012 

are being upgraded as a result of a massive pipeline 

of anticipated mining projects. I think there is a risk 

that GDP forecasts for 2012 prove over-optimistic 

given the risks to commodity prices and ongoing 

weakness in the non-mining economy.”

Pease said planners should warn their clients not to 

increase their risk levels until there was further clarity 

on these issues.

“Our medium-term view is we’re comfortable with global 

and developed market shares, and our highest conviction 

is that the Australian dollar is overvalued,” Pease said.

Global jitters unsettles markets
Andrew Pease,

Russell Investment
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THE BUCK STOPS WHERE?

In the legal and accounting professions, when a client decides to cease using 

the professional services, they’re no longer considered a client. A client should 

be able to opt-in or out of a relationship with a professional at any time. When 

the client elects to opt-out of the relationship, in effect they become a `free 

agent’. In this scenario, I would argue that no one owns the client. Where there 

is often an informal relationship directly between the client and fund manager, 

the relationship then imposes a duty at law on the manager to inform the 

member of material changes and significant events.

Where a client chooses to formally `opt-out’ of an adviser/client relationship, it 

may be necessary that the client sign acknowledgment of this, which would, 

where possible, outline the client’s future responsibilities and release the 

adviser from future liability.

Once the client has `opted out’, the issue then arises as to whether the adviser 

continues to owe a fiduciary duty to the client. There is no straightforward 

answer to this question. The fiduciary duty imposes a number of obligations on 

the adviser, some of which will be extinguished immediately while others could 

continue indefinitely. 

Where a fee under the `grandfathered provisions’ continues to be received, 

it may be more difficult to argue that a fiduciary duty no longer exists. A 

professional in these circumstances, seeking to act in the best interest of 

the client, would in practice have difficulty providing personal advice and 

determining what’s in the best interest of the client, given there is no opportunity 

to make reasonable inquiries about the client’s personal circumstances.

What’s clear is that a professional would need to consider whether a fiduciary 

duty applies in each circumstance, as some duties do extend after the client 

has `opted out’. By way of example, this would include a continuing obligation 

not to use any of the client’s personal information for the adviser’s own benefit 

in a subsequent dealing. This could occur when an adviser knows confidential 

information about a former client who is in financial distress and their house 

is for sale. In this circumstance, the adviser cannot take advantage of the 

information at the expense of the former client. 

The issue of where the fiduciary duty finishes and what obligations continue 

where a client elects to `opt-out’ is likely to be the subject of much debate over 

the coming years. 

 

 

Charles Badenach CFP®

Private client adviser, Shadforth Financial Group 

(Licensee: Shadforth Financial Group)

Q Who owns the client if they opt-out? What is your view on where the 
fiduciary duty lies in this situation regarding their current investments 
and insurances?

OPINION

If your client opts out, there is the chance to 

persuade them otherwise, or else to manage the 

consequences of their actions on your business.

As the notion of opt-in has already appeared in the 

media, even before legislation is introduced, some 

clients are likely to wish to exercise their ‘rights’. 

This gives financial planners the chance to practice 

explaining in more detail how and why they charge. 

It is also an opportunity to ask for feedback as to 

how the client who wishes to opt-out thinks financial 

planners should be paid. If you then implement 

their suggestion, it will be more likely that they will 

decide not to opt-out after all.

As a consequence, once there is a mutual 

understanding, there may in fact not be any need 

for the client to opt-out.

If the client does decide to opt-out, there are some 

ambiguities as to where your obligation ceases. 

For example, were the client to return in the 

future and ask for further advice, where does your 

responsibility cease with regards to the older advice, 

as their existing structures become once more 

relevant to the overall strategy?

Even where a client opts out and no further 

relationship occurs, there are still compliance 

issues. There is no way of knowing whether their 

circumstances change in the future, rendering 

any strategies or products on which they were 

previously advised inappropriate. Similarly, 

legislation may change or products fail. Is there any 

possibility that the adviser providing the original 

advice could be held liable despite disclaimers and 

legislative protection?

Some clients may also take the opportunity to 

minimise their costs by opting out as soon as they 

feel that the major part of the advice required has 

been provided – then, due to embarrassment at 

their own lack of loyalty, they may not feel able 

to return to the same adviser. This can create 

additional difficulties as clients ‘adviser hop’, making 

it unclear which part of a client’s financial strategy is 

accountable to which adviser.

 

Anna-Louise Brown CFP®

Authorised 

Representative, 

eWealthBuild Pty Ltd 

(Licensee: Madison 

Financial Group)
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Opt-in is poor public policy, which is a solution 

for a problem that will no longer exist.

The purpose of the Future of Financial Advice 

(FOFA) reforms is to remove potential conflicts and 

to ensure clients are not paying for services they do 

not want or do not receive. But the replacement of 

commissions with clear, transparent ongoing advice 

fees, combined with a best interests requirement, 

makes opt-in redundant. 

So what will happen if it does become law? At 

present there are many unanswered questions 

and potential unintended consequences that are 

yet to be properly addressed.

Who will be responsible for the client if they do not 

opt-in? What will happen to the adviser’s duty to 

the client who forgets to send back an opt-in form? 

Who will look after a client’s existing arrangements 

– monitoring and possibly rebalancing investments 

(including superannuation) and maintaining 

insurance policies?

We do know that current arrangements and 

contracts in place as of 30 June 2012 will be 

grandfathered. But we do not know whether or 

not any changes to those arrangements, even 

minor ones, will result in the grandfathering 

provisions ceasing for that particular client. 

The Government’s proposals will apparently 

require significant administration in the form of 

annual notices, opt-in notices and some form of 

register to record clients’ responses and signed 

opt-in documentation. If a client does not renew 

their ongoing service contract within 30 days of 

the relevant date, either due to inadvertence or 

deliberately, the adviser must cease receiving 

any payments as well as stopping the provision of 

any services to that client.

It does seem clear that the Government intends 

legislation to protect an adviser and not require 

additional services if the client has not opted 

in. However, unless the client notifies the 

product provider that they have terminated 

the relationship with their adviser, the product 

provider will presumably continue to recognise 

the adviser and direct any queries to them. Will 

this place a greater administrative burden on 

the adviser to inform the product manufacturer 

when a client fails to opt-in? Will advisers in some 

cases feel morally bound to provide services to 

clients in some circumstances, such as death 

and serious illness?

Another question is who will ‘own’ the client from 

a commercial point of view? Will a client who fails 

to opt-in be able to be sold as part of a practice 

or client book sale?

Will privacy arrangements also cease at the 

time the ongoing service contract ceases? Will 

planners still be recognised and be able to obtain 

client information from financial institutions? 

These and many other issues are unknown or 

unclear.

There are likely to be many unintended 

consequences and surprising outcomes that will 

arise if this bad policy is enacted by Parliament. 

And all this will be to solve a problem that no 

longer even exists.

Peter O’Toole CFP®

Principal wealth adviser 

and director, Portfolio and 

Wealth Management Pty Ltd 

(Licensee: Godfrey Pembroke)

––  What will happen to the 
adviser’s duty to the client who 

forgets to send back an opt-in 
form?

Would you like to join our panel of FPA members willing to give their opinion on topical issues? Email editor@financialplanningmagazine.com.au to register your interest. 

CONSTANTLY STRIVING FOR SIMPLE

AND EFFICIENT SMSF ACTUARIAL 

One working day turnaround on Account Based Pension Certificates - flat rate $160 + GST.

ABP Certificates can be obtained directly within BGL Simple Fund at the same price.

Call Andy O’Meagher on 1800 230 737 or visit act2.com.au for further information
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Freya Purnell: Considering the developed economies, 
where are the hotspots in terms of opportunity for 
investors? 

James Holt: I think developed economies are probably 

in many respects bad economies but potentially good 

stock markets. In the US, the domestic economy is 

downbeat, domestic consumers are in trouble, the 

currency has fallen to 40-year lows, but that makes a 

lot of their domestically listed companies quite cheap 

compared to 10 years ago and very well positioned, 

especially for emerging growth. Some of the best 

spots are in the worst neighbourhoods.

Michael Collins: One of the interesting things about 

developed markets is a lot of the big stocks are 

exposed to emerging markets. Nearly 50 per cent 

of the earnings of S&P 500 companies come from 

outside the US. About 10 per cent of those earnings, 

according to other studies, come from emerging 

markets. In Europe, 25 per cent of company earnings 

comes from emerging markets. The reason earnings 

keep surprising in the developed world is because I 

don’t think analysts seem to be quite on top of just 

how robust the earnings are coming from outside 

the US. They have cheap interest rates at home but 

they are investing overseas and that is where the 

companies see their future.

Freya Purnell: So the split between developed economies 

and emerging markets is not as simple as it looks.

Stuart James: When we look at the global economy, 

we see plenty of headwinds out there, but I would 

agree, it is about trying to remove some of the labels 

and actually understand what the businesses are 

doing. We’re overweight in the UK, which is rapidly 

approaching emerging market status, albeit from the 

wrong directions. But if you take away the labels, you 

can find good quality companies in the US, the UK and 

right across Europe, which are listed in those markets 

but have exposure outside – for example, Vodafone in 

the UK, Shell and Standard Chartered Bank, which will 

actually get 95 per cent of its revenue from emerging 

markets. So we are a little bit bearish in terms of the 

actual economies, but in terms of stock markets, 

there are plenty of opportunities if you understand the 

underlying businesses.

Van Athukorala: It is fairly easy to paint a scary picture 

for developed economies, but if you look at the 

markets, the MSCI World Index is trading at a forward 

price earnings (PE) ratio of about 12 times and the 

emerging markets are trading at about 10.7 times. 

Both are trading below their long-term average and in 

that respect, both look relatively cheap. But within the 

developing markets, the smaller cap names have had 

a very, very strong run and the smaller caps are trading 

at about 16 times, which is becoming somewhat pricey. 

Within the standard developed market equities, there 

isn’t any particular set that looks significantly over-

valued. Materials still relative to earnings are looking 

a bit cheap, and in emerging markets, materials are 

trading at about 9.7 times, which is still quite cheap. In 

small caps there are absurd evaluations – for example, 

telecommunications are trading at four to six times, so 

that looks like a hotspot you want to stay away from.

RC: You’ve got corporate profitability, which is 

remaining strong. But what happens when easing 

starts to get unwound, and what happens when some 

of the easy money starts to come off the table, and 

those two forces are competing against each other? It 

doesn’t mean there is no opportunity to make money, 

but as money gets tighter and quantitative easing 

starts to slow down around the world, then you are 

going to start to see a greater divergence. 

If you look at PEs, I agree with Van, they do look 

cheap, but if you take a longer-term number like the 

Shiller Index, then it is not so cheap. And what is 

causing that? Part of it, I think, is just what is going on 

with the Fed and their intervention in the markets at 

the moment to keep money easy, and that is keeping 

PE ratios and earnings growth very strong.

SJ: I think that is going to be the real challenge for 

the markets – can we maintain those earnings, 

otherwise PEs are naturally going to go up? In the 

US and Europe, when you talk to corporates, they 

are increasingly talking about margin pressure – that 

is, their input costs are going up – but we’ve got a 

relatively subdued consumer sector, and there is 

this pressure – can they actually pass on these price 

increases? I think in the second half, companies are 

going to find it increasingly challenging to meet those 

earnings estimates. So I do agree – markets right 

now do not look expensive historically but I think the 

strength of earnings, which has helped maintain those 

low PEs, is going to come under increasing pressure. 

MC: Our portfolio managers are saying that given there 

are cost pressures, it is now about picking the companies 

that can put up their prices that have the advantages. 

RC: It is about quality and sustainable earnings, and 

then are you going to get that back through buybacks, 

because they are a wealthy business, or are you going 

to get it back through dividends?

SJ: Yeah, a good point. Good quality companies will 

do well almost regardless of the economic scenario. 

Apple have the right products. It is like IBM and GE 

during the Great Depression. They made profits every 
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year because they had the right products and the 

right business structure to take advantage.

MC: I think we would be sitting around here with a 

far more pessimistic attitude if the emerging markets 

weren’t there for these companies to expand into. I 

think that is the key difference and that even distorts 

looking back on historic earnings and stuff – there is a 

great opportunity for the best companies.

FP: Looking at companies based directly in emerging 
markets, which sectors represent opportunity and 
where should investors be cautious?

SJ: Given we see some headwinds in developed 

markets, we are probably less optimistic about some 

of the export stories and the more cyclical stocks 

within emerging markets and would generally prefer 

some of the companies which are more domestically 

focused. I see that as the long-term quality growth 

story within emerging markets. I think that is the 

challenge for emerging markets to become more 

internally focused, particularly markets like India, 

and perhaps Indonesia, Turkey, and Mexico, and 

particularly within those markets, companies which 

are leveraging domestic demand.

JH: In the case of China, for example, you have got 

to be very careful because some companies are not 

run for shareholders, they are run to fulfil government 

policy. So you just need to be aware of those things. 

They tend to dominate the Chinese index, but if you 

are out of those top companies, it is really a case of 

picking and choosing.  

MC: For our portfolio managers, the consumption 

story of emerging markets is what grips them. They 

have young, working aged populations who have 

increased incomes because of the past 10 years of 

growth. That is why there is the potential for consumer 

discretionary and banking stocks in Asia. 

RC: The demographics are so strong.  We have got 500 

million odd people coming from India, China and Brazil 

joining the middle class, and they all want TVs, fridges 

and cars. Not only that, but you’ve seen wages being 

pushed up in China, giving them more money to spend, 

and they are desiring more goods, and more luxury 

goods. That doesn’t mean there are not going to be 

some cycles through this and it is going to be a smooth 

ride. We have seen some companies trading at some 

astronomical PE ratios in the consumer discretionary 

space. So the growth is there, but some of that has 

already been priced, so you just need to be careful of 

what you’re paying for at the moment. PE ratios across 

the board are reasonable. But certainly if you were to 

look through the next five, 10, 15 years, those are the 

markets you want to invest in, that is where the growth 

is going to come. I think the thing about emerging 

markets is they are everything you want them to be and 

everything you don’t want them to be – we have seen 

what happened this year in Egypt, so those political 

risks exist across the board. Things go wrong in those 

markets from time to time, so people need to be aware 

of that, but then the positives are there as well.

VA: Looking at sectors within emerging markets, the 

energy and material sectors are both trading relatively 

cheap on a forward PE at a price to book basis, but 

there are sectors, such as healthcare and consumer 

staples, which are on a price to book of 3.9 and 3.2 

times, which are expensive. 

MC: Another theme across emerging markets is 

infrastructure. Governments are spending billions 

over the next decade, and there are lots of stock 

opportunities in both developed countries and 

locally as well. 

SJ: I don’t think emerging markets are a silver bullet. 

People need to understand there are different 

opportunities, and they are not all equal. China is a 

prime example – it’s a fantastic macro story, it grows 

at 90 per cent per annum, 1.3 billion people, they 

eat 40 per cent of the world’s ice cream, but the 
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reality is if you had invested in the MSCI China in 

1992 at inception, sitting here right now you would 

have lost about 40 per cent of your money. So there is 

often a huge disconnect between the macro story and 

the investment story. You want exposure but you do 

need to be selective about how you go about it. 

JH: That is so true. China’s model is not actually the 

same as it was even a couple of years ago. If you look at 

Asian economies like Japan and South Korea, they have 

two distinct phases. They go through a phase where 

they basically sacrifice their consumers and wages to 

create this extremely powerful export machine, and 

then that changes, as consumers start growing their 

share of the economy. So it is not just that the economy 

is growing at 8.1 per cent going forward, it might be 

that wages are growing at 15 per cent, grabbing back a 

higher share of the economy. That is what would make 

the consumer story in China particularly, but also in the 

emerging world generally, so powerful. 

But Morgan Stanley research, which goes back up 

to 100 years over 16 stockmarkets, shows that the 

correlation between growth and stock performance 

over time doesn’t exist at all. So in other words, you’ve 

got to do your work to find out where the consumer 

is going to pull back that is not directly related to the 

growth story. Of the BRICs, Brazil has been the best 

stockmarket but the slowest grower, and China has 

been the fastest grower and the worst stockmarket, so 

there is no direct correlation.

MC: What you tend to find is that investment returns 

follow economic growth by a decade or two, and 

Japan is a great example. That’s for two reasons – 

one is it takes investors time to get confidence in 

these economies, and companies have to build up 

stockmarket infrastructure so you can actually invest. 

Korea is still listed as an emerging market because 

big global investors haven’t quite got the confidence to 

get in and out quickly yet. So emerging markets are a 

long-term story but in 20 years’ time they are going to 

be a bigger part of the All Countries World Index than 

they are now. One thing investors have to realise is 

that people talk about countries and GDP and growth 

rates and demographics, but when you are investing, 

you are actually investing in stocks, so ultimately it is 

about picking the right stocks.

RC: I also think it is important to understand 

that emerging markets are made up of 21 odd 

different countries and those countries are all at 

very different stages of their own growth cycles, of 

their own economic development. So that in itself 

INTERNATIONAL EQUITIES

16 | financial planning | JULY 2011 

SJ: In the last quarter of 2010 and first quarter of 2011, I think the world generally has been more 

optimistic about US growth and the European situation, and the focus has moved to inflation and 

emerging markets. Markets are slightly optimistic, but the big fault line for me is probably European 

debt. I think there is a political will to have a solution in Europe, but I am not convinced there is a 

social will. And while US growth is improving, I think the rate of improvement is very slow. House 

prices are still falling, unemployment is still high, and the United States themselves are highly 

indebted. I don’t think markets have been factoring that in until recently, and there will undoubtedly be 

some aftershocks. I think markets are becoming increasingly concerned, particularly in Europe about 

the situation in Greece. 

MC: One thing that would worry me is at the moment you’ve had the US running very easy fiscal and 

monetary policy, whereas in Europe they started tightening their fiscal policies a year ago, which is why 

the UK economy is doing so badly. Politically in the US, if they start implementing cuts on the fiscal side, 

that is a big risk.

JH: I would agree that Europe is still probably the main risk, from the point of view that the whole 

policy is regarded as ‘extend and pretend’. They keep extending these loans, pretending it is going 

to fix itself up, which it may well do. The other complication here is that all those small peripheral 

countries which are in trouble are not big macro stories in themselves, but they can put a big hole 

in the balance sheets of the German banks, for example, if they go under. Secondly, despite the 

peripheral trouble, Germany is having one of the most powerful recoveries of all time, producing 

emerging market rates of growth in some respects, so I think we shouldn’t lose sight of the fact that 

the core is doing pretty well, and at least historically, whenever the core has done well, the rest of 

Europe has done okay. So while this ‘extend and pretend’ strategy doesn’t look like good policy, it 

might get them through at the end of the day. 

RC: I guess I will start by saying the only thing I do know is that I don’t know what is going to happen. I think 

the oil situation and also the Japanese earthquake has changed the way people are looking at energy going 

forward, so that is creating some disruptions in that approach. I also think austerity measures are good, but 

in bad way they are coming through in the peripheral countries. Emerging markets have been through all 

this stuff before – they have much stronger balance sheets and they are unlikely to go through it again. If 

there are democracies in place, they will tend to get through it, but it is not going to come without some sort 

of pain through that process. You can’t cut expenditure the way they have to cut it to get their budgets to 

balance, and not feel pain.

SJ: That really is the dilemma, isn’t it? Greece needs to grow its economy, yet at the same time, it has been 

asked to sign up for austerity, which is actually causing the economy to shrink. So day by day, it is actually 

getting harder and harder for them to meet their debt repayments.

JH: In the old days, some of these countries would let their currency appreciate and they would export their 

way out of it, which is not necessarily something at their disposal. It is interesting too that some countries 

have recognised they have done the wrong thing, sucked it up and got on with things. Ireland is a classic 

example – they are predicting their trade surplus will grow 25 per cent this year to 50 billion Euro. They could 

get through without a restructuring potentially, but Greece is a basket case and it is partly because of the 

austerity, but they have to get onto the avoidance of tax. 

MC: Just getting back to oil though, while Saudi Arabia stays stable the oil price will be relatively benign. There is 

no sign of any instability in Saudi Arabia, so I don’t see any dark clouds on the oil price. 

JH: Also, maybe after managing it all so well for 15 years, what if China doesn’t manage the cycle well or the 

Indian fiscal deficit becomes too large as well, they could be sources of weakness. So there are all these 

things that could go wrong.

Where around the world do you see potential for shocks for investors? 



creates opportunity for people investing in that 

space, whereas the developed markets are more 

homogenous.

JH: And never better evidence than now, where we’ve 

still got easy policy in the west, but they have been 

tightening for months in the east to try and control 

inflation. We are at two completely different sides.

FP: Do you think it is easy for investors to get caught 

up in the hype around the China story, for example, 
without looking at some of the fundamentals of the 
companies themselves?

SJ: I think so. I think people get sold on things like 

BRIC, which isn’t necessarily a great investment 

these days. Yet, when I speak to financial planners, 

they have mums and dads come and say ‘I want 

exposure to China’. Absolutely they want exposure to 

the Chinese growth story; what they don’t realise is 

they don’t necessarily want Chinese companies. Each 

market offers slightly different opportunities, so you 

do want exposure but Rio and BHP are probably very 

valid ways to play the Chinese growth story.

MC: If you are trying to play the China story via 

Rio and BHP, there are stock-specific risks. Look 

at BP, and what happened to its stock because 

it got in trouble off the coast of the US, and what 

the resources tax was going to do to Australian 

companies. I think it is better to be investing 

internationally to play the emerging market story 

than trying to do it through Australia. I think that is a 

mistake Australians make and that is why they are 

overweight in Australian equities.

JH: It is part of that two phases thing again. Rio 

and BHP is a great way to play that first phase of 

growth and they will do okay, but 8 per cent of our 

stockmarket is IT, healthcare, consumer discretionary 

stocks, as 32 per cent of global indices are, whereas 

in Australia it is 66 per cent resources and banks. So 
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it is a no-brainer as to why the Aussie market has done 

so well in the last 10 years. It is linked to that first phase 

of Chinese growth. But the second phase will be quite 

different, and in some commodities, China is getting 

to that phase where its super-normal rate of growth in 

some commodities will actually start to slow down and 

all the growth will be coming out of that consumer side.

FP: Do you think then that Australians need to 
reconsider their home bias and start to think more 
broadly about investing internationally to take 
advantage of those opportunities over the next three 
to five years?

SJ: I think the challenge really is to change the way we 

think about investing internationally. If you look at the 

MSCI World Index, emerging markets are massively 

underrepresented. The simple fact is benchmarks are 

backwards-looking and they tell you absolutely nothing 

about future opportunities, so I think a lot of Australian 

investors have had a fairly negative experience 

investing offshore. The primary reason is a lot of their 

funds have been quite closely tied to the benchmark, 

so they’ve had a big exposure to the US and Europe, 

and a relatively small exposure to emerging markets, 

so I think that is what we need to change. 

There is a lot of growth offshore. If you’d invested in 

the US, Japan and Europe over the last five years, 

you would have lost money. If you had invested in the 

emerging markets over the last five years, you would 

have made a very healthy return. If we become more 

selective as you look for where the future growth is 

going to be, I think we will probably get a much more 

positive outcome for investors in Australia. 

JH: Another interesting thing is you used to pay about 

30 per cent more for global stocks and the reason 

for that was sector bias. So banks and resource 

companies used to trade at lower PEs through the 

cycle, therefore the PE was always higher for global 

equities. That premium has pretty much disappeared, 

so that implies the Australian market is slightly over-

valued or globally things are a bit cheaper. PEs for 

both markets, Australia and offshore, are both lower 

and except for during the GFC period, probably the 

lowest in about 15 to 20 years. But on top of that, you 

have got a dollar trading at 30 year highs. So it is a 

very opportune time to actually send a lot offshore. 

MC: One of the interesting things is that unhedged 

global equities haven’t done that well for Australian 

investors in recent years because the dollar has gone 

up, but to overseas investors who have been investing 

in Australia unhedged, they have been getting great 

returns. So they actually see our market as quite 

expensive, and I think one of the reasons why the 

Australian market has underperformed of late is that 

international investors see our stocks as too expensive 

given they are looking at it through their currency eyes.

JH: I think that is true. We are the only economy 

really in the western world that hasn’t been hit, but 

that is not to say we won’t have it. I think structurally 

Australia is very well-positioned going forward, but 

our household debt is now higher than the US, our 

banks are very exposed to the housing market, and 

our correlations to the Chinese economy have risen 

substantially. So if there is a hiccup in China that will 

come back much more hard on Australia than it has in 

times past. I think people will be surprised that even as 

strong as the structural story can be, the cycles can be 

very, very harsh. Strip out the commodity boom, and 

labour productivity can be very low, so there are a few 

risks there on our front.

VA: On the home bias, one needs to segment the 

investor market into retirees and accumulators, and 

those in between. Retirees would be looking more 

towards investment income and preservation of 

capital, and in that respect, I think home country bias 

would serve them well. Australia is one of the higher 

yielding countries, particularly with franking credits. On 

the other hand, if you have a much longer investment 

horizon and greater risk tolerance, they probably 

should move away from the home country bias.

FP: Where are you seeing investor sentiment and 
funds flow in terms of developed economies and 
emerging markets at the moment? 

SJ: People were generally more optimistic about 

developed markets at the turn of the year, and we did 

see a bit of a rotation away from emerging markets, 

partly based on that optimism and partly due to the 

fact people had made a reasonable level of return 

in emerging markets. Given these wobbles have 

resurfaced and people have been more realistic about 

some of the risks, they may change. 

I think we do need to remember that while emerging 

markets have decoupled from developed markets 

in some senses, certainly in terms of the balance 

sheet, global markets themselves are increasingly 

correlated. So if we do have a shock in developed 

markets, emerging markets will also get sold off. So 
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while I am more bullish on emerging markets long-

term, they are not immune from what is happening in 

developed markets. 

RC: In 2009-10, there were massive flows into 

emerging markets coming out of the GFC, but in the 

first quarter of this year, it reversed and money was 

moving back the other way. So far this quarter, it 

seems that has stabilised and actually the money is 

starting to come back into emerging markets again, so 

the dynamics are shifting all the time. But interestingly 

I have been speaking to a number of fund managers, 

and the money that was flowing out seemed to be 

coming out of the ETF trade as opposed to the actual 

fund managers, where that money was far more 

sticky in emerging markets. 

MC: We are hearing from planners that their clients 

are starting to want to get out of cash and into global 

equities. We are hearing a lot about inflation lately, 

and that is when people start thinking cash is not 

the greatest place to be, and they think they will do 

better in longer-term equity. So unless there is a big 

shock, that trend might continue. The thing you’ve 

got to remember with economies is they go in cycles, 

but over the long-term economies grow in wealth, 

which is why equities are such long-term performers. 

Often the end of a boom is contained in the flaws 

within the boom and the blossoming after the crash or 

downturns is already there, you just can’t see it.

JH: I think that is a really good point actually – often 

you’ve got to look at who got hit last time to see who is 

actually best behaved now. So the GFC was all about a 

consumer and banking recession and they have been 

hit hard. I would say in 10 years’ time you will probably 

find the US consumer is behaving in a much better 

fashion than they have for the past 30 years. Ten years 

ago, when the US had its lightest recession since World 

War II, it was the corporate sector that got hit very hard. 

Corporates in America now hold almost $2 trillion cash. 

So yes, the consumer is in trouble in America, but their 

corporates are in pristine health, their balance sheets 

are great and they have good emerging exposure. It is 

those things that we have to have a mind to as well. 

SJ: A crisis can be good if you learn your lessons.  

The Asian crisis helped form Asia.

JH: They were running too many trade deficits, and its 

current account deficits were enormous. Ten years 

on, the problem is they are running too big surpluses. 

There is correction and cleansing. Sometimes there is 

over-correction.

FP: For planners who are advising their clients in this 
climate, apart from keeping an eye on the long-term 
view, what key principles should they be keeping 
in mind and communicating to their clients so they 
understand this environment?

MC: Get back to the basic investment principles, such 

as diversification, with the most sound, long-term, 

proven asset classes. I heard of one planner who put his 

clients in silver and gold thinking that was a conservative 

strategy. Silver dropped 20 per cent last month. 

RC: Have your long-term strategic objective and you 

should have your asset allocations set around that. If 

there is big valuation dispersions then yes, take some 

opportunities when they present themselves. I think 

trying to get the message across that volatility is there, 

and it is not necessarily a bad thing. Equities are going 

to go up and down, if you stay in there, then you will 

come out better because they are a higher growth 

asset class. But if you try and chop and change, often 

you can get that wrong and you can destroy a lot of 

money in that process as well.

JH: I would agree. You want to have that strategic 

allocation long term. If there is one thing I would say, 

it is probably think contrarian. If you’ve got clients 

who want Australian equities and no international 

exposure, I would be very sceptical about that 

position, especially given unhedged has done poorly 

in international terms, but that actually makes it more 

and more attractive for me as a contrarian.

MC: I think one thing scaring planners with global equities 

is the high Australian dollar.  It won’t keep going higher 

forever.  Once again, it comes back to diversification, 

being long term unhedged, so basic portfolio construction 

for you is about balancing assets and liabilities.

JF: So if an investor wants exposure to an emerging 
market, are they better off going through a listed 
company that has exposure in the emerging market, or 
investing in that company active in the marketplace?

SJ: If you want to play the China story specifically, I 

don’t think Chinese equities are necessarily the answer. 

Generally within emerging markets, where possible 

and allowing for valuation differentials across the cycle, 

I would rather play the emerging markets directly. If 

you buy a company like Unilever, yes, 30 per cent of 

their revenues are coming from emerging markets and 

yes, that is the growing part of their business, but their 

share price is more reflective of the 70 per cent of the 

business which is ex-emerging markets. So I would 

rather go and buy something like Hindustan Unilever, 

which is actually a subsidiary of Unilever but it is actually 

listed in India. Generally to get purer exposure, where 

possible, I would try and use a local player. 

JH: Once they get to about 20 per cent of revenue, 

often that emerging economy can have a bigger 

impact on the stock than the home market. One 

simple example would be Daimler – from 2009 to 

2010, it went from selling one million Mercedes Benz 

globally to 1.15 million, but half of those sales came 

from China. So their China sales went from about 

70,000 in 2009 to 148,000 Mercs sold in 2010. It 

won’t be long before China is more than 20 per cent 

of their Mercedes Benz sales, so that is a company 

where the home market could be the tail wagging the 

dog effectively.

MC: When you’re investing in a global equity portfolio, 

you are getting some emerging market exposure 
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indirectly.  But if you do believe the emerging market 

story, then you have got to have some allocations into 

Asia, through an emerging market fund. We are firm 

believers that emerging markets will be a bigger part 

of global indices over time – you just have to pick the 

right stocks when you’re there. 

RC: I would just simply say we have a preference for 

emerging market managers as opposed to global 

equity managers trying to play that game.  

JF: So what is the next big emerging market?

RC: There are countries like Vietnam, which are 

growing very strongly, but then you have a lot of 

Middle Eastern countries. 

MC: Our emerging market manager likes Africa on 

the whole. It has a great demographic story and rising 

income. Once again, you have to be highly selective, 

but I will give you an example of a stock that is doing 

well in Africa – a South African company called Shop 

Right, which expanded to about 16 African countries. 

They are the sort of massive opportunities available at 

a stock level in emerging markets. 

If we just stick to Asia, one country that has done 

very well of late is Indonesia. It has become a 

democracy, it has got its economy in shape by 

reform, but it has also got that underlying classic 

demographic emerging market story – a young, 

working aged population, and it is a big country of 

60 million. 

JH: That is a case of the worst expectations turning 

out exceptionally well, because you couldn’t find 

anyone bullish on Indonesia coming out of the Asian 

financial crisis, but they have done very well. On 

Africa, people have not wanted to put their money 

there as direct investment for a long period of time, 

but we are now seeing huge projects there for the first 

time. In another four or five years, West Africa should 

be shipping around 500 million to 600 million tonnes 

of iron ore per annum back to China in Chinese-

owned mines. That could have implications for us in 

Australia, but obviously in terms of development, it’s a 

very good story for West Africa as well. 

MC: China is investing in Africa for strategic as well as 

economic reasons. They want resources and minerals 

that they don’t have at the moment. Ultimately I 

think Africa loosely is a domestic demand-driven 

investment opportunity. African countries are in the 

top GDP performers over the past decade. That 

builds momentum, rising incomes, and attracts more 

investment.

SJ: I would just go back to the fact that yes, Africa has 

a lot of long term potential but it is about finding the 

right investment opportunity there. There are relatively 

undeveloped markets in Africa right now. Yes, we 

have frontier markets when we have investments in 

Nigeria and Botswana, but these are relatively illiquid 

markets, so I think it is a long-term opportunity. Right 

now, it is actually quite hard to access many of these 

stories – it is more a private equity play given the 

size of the markets. You need a level of infrastructure 

within the markets to actually support large levels 

of foreign investment and Africa undoubtedly will 

get there but it is very much at the early stages of 

developing that kind of structure. •

VA: Long-term return expectations from emerging markets are about 3–4 

per cent higher than from developed markets. However, that comes with an 

expectation of a wider distribution of outcomes for emerging markets than for 

developed markets. So depending on the client’s requirements and risk tolerance, 

you wouldn’t want to decide one or the other. For retirees who are more keen on 

capital preservation and income, they may be more comfortable with developed 

markets. For accumulators with a longer investment horizon, perhaps their 

strategic allocation in emerging markets could be pumped up a bit.

SJ: Going forward, I think investors need more exposure to emerging markets. 

I think broadly they are underrepresented in many people’s international equity 

portfolios, but I think you need to be stock-selective and opportunistic. I don’t 

think they necessarily have to own directly within emerging markets, but I think 

overall emerging markets are going to be an increasingly large proportion of the 

global economy. They are going to continue to drive global growth and I think 

investors need exposure to that story.

MC: Personally, I have my super fund in emerging market funds, more 

specifically, Asia-based funds.  

JH: I would have both, but I would be overweight emerging markets. Even a few 

months ago I might have actually been overweight developed – you didn’t want to 

be in emerging as they sold off 10 to 20 per cent as they tightened policy and 

developed markets went up quite considerably. Now it is probably the other 

way around – emerging markets have done a lot of the work to tighten policy 

and America has still got to do that and they have had markets pumped up by 

QE. But there might come a time in the next year or two where you want to be 

overweight developed versus emerging again, so you want to be tactical, but 

at the moment, given they are at the same price or even a little bit cheaper, I 

think emerging is probably going to outperform developed for the next couple 

of years.

RC: It is definitely not either/or. It is not a binary decision.

SJ: Absolutely, you’re right. You need to have a diversified portfolio.

RC: I would say minimum you want to have at least the MSCI All Country World at 

the bare minimum, but you would hope to probably double that exposure in your 

overall exposure.

JH: We are overweight Asia and Latin America from a country perspective, but if 

you look at our sector weightings, we are actually overweight energy, telco and IT, 

and healthcare. Most of those are western stocks, but if you look from a country 

perspective, we are overweight in emerging countries.

 Looking forward three to five years, if you had to pick developed economies or emerging markets as providing the best value for 
investors, where would you put your stake in the ground? 
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CLIMATE CHANGE 
AND CARBON RISK
CONSIDERING THE IMPACT ON INVESTMENT



With debate over the introduction of a 
carbon tax in Australia continuing to rage, 
financial planners may be forgiven for 
thinking issues such as climate change have 
little to do with them.

However, there is a growing body of research 

indicating issues around climate change and 

carbon reduction initiatives are very significant 

for investors. Experts in the area argue 

planners need to think carefully about these 

questions when constructing client portfolios 

and asset allocations. 

As Fidelity International investment 

commentator, Andrew Webb, explained: 

“Climate change is impossible to ignore, even 

for those cynical about global warning. The 

subject is likely to become one of the defining 

issues of the 21st century; one that will create 

winners and losers in the investment arena.”

Helga Birgden, Mercer’s head of responsible 

investment for the Asia Pacific region, agrees. 

“Investors need to think about the thematic 

issues that are driving the risks in their 

portfolios. Climate change is introducing new 

factors into the risk/return equation.”

She believes it will be increasingly important for 

investors and their planners to include climate 

risk among the factors they consider during a 

strategic portfolio review.

Issues for portfolio construction
The significance of climate change and 

related carbon risks in developing investment 

portfolios was highlighted in a recent 

international report released by Mercer, 

Climate Change Scenarios – Implications for 
Strategic Asset Allocation. It analysed the 

potential financial impacts of climate change 

on investors’ portfolios and identified steps for 

investors to consider in their strategic asset 

allocation (SAA).

In releasing the report, Mercer chief 

investment officer, Andrew Kirton, commented: 

“Climate change brings fundamental 

implications for investment patterns, risks 

and rewards.” He argued investors needed to 

factor long-term considerations such as climate 

change into their strategic planning, while the 

uncertainty it created needed to be proactively 

managed.

Tom Stevenson, an investment commentator 

with Fidelity International, agrees.

“The pace and impact of climate change 

is another key uncertainty that will have a 

dramatic impact on investment markets not 

just in obvious ways like the creation of a 

carbon trading market, but in related areas 

such as disaster insurance, energy efficiency, 

coastal development, agriculture and many 

others,” Stevenson said. 

Although these themes have implications for 

stock selection, the Mercer report points out 

they are also important at the portfolio level, as 

“traditional approaches to modelling SAA fail to 

take account of climate change risk”. 

It notes: “While standard approaches to SAA 

rely heavily on historical quantitative analysis, 

much of the investment risk around climate 
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Climate change and the resultant carbon reduction schemes 
being implemented around the world mean that the investment 
paradigm may need to be considered more carefully, 
particularly in terms of risk mitigation, Janine Mace writes. 



change requires the addition of qualitative, 

forward-looking inputs… This means new 

approaches to SAA will be required to tackle 

the fundamental shifts in the global economy.” 

The report found uncertainty around climate 

change policy could contribute as much as 10 

per cent to portfolio risk over the next 20 years. 

To manage these risks, investors need to think 

about diversifying across sources of risk rather 

than across traditional asset classes. 

According to Birgden, mitigating the risk 

requires a new approach. “We found the 

traditional way investors try to hedge against 

risk is to go into lower risk conservative assets, 

but this does not necessarily offset the risks of 

climate change,” she said.

“To offset the risk of climate change over 20 to 

30 years requires greater exposure to what are 

traditionally termed as alternative assets.”

This involves increasing the investor’s exposure 

to ‘climate-sensitive’ assets. The Mercer 

report found a typical portfolio seeking a 7 per 

cent return could manage the risk of climate 

change by ensuring around 40 per cent of its 

investments were ‘climate-sensitive’ assets 

such as infrastructure, real estate, private 

equity, agricultural land, timberland and 

sustainable listed/unlisted assets. 

Although these investments are normally 

deemed as being more risky on a standalone 

basis, Mercer argues “selected investments 

in climate-sensitive assets, with an emphasis 

on those that can adapt to a low-carbon 

environment, could actually reduce portfolio 

risk in some scenarios”. 

What does it mean for planners?
Aside from portfolio construction, the growing 

emphasis on climate change and carbon-

related issues is also important in terms of 

a planner’s fiduciary duty and investment 

manager selection.

According to Greg Liddell, Russell Investments 

director of consulting and advisory services, 

his firm’s advice to clients is clear. “The risks 

associated with climate change are such 

that if you make certain investments without 

educating yourself on those risks, then you are 

probably negligent in your fiduciary duties and 

responsibilities.”

He cites the example of property investments. 

“As the sea level is predicted to rise along coastal 

Australia, if you are making property investments 

in those areas without considering those risks, 

then that is not a prudent thing to do.”

Planners should also review the fund managers 

they select. 

“Investors will need to take greater care in their 

manager selection and to be confident that 

their managers have an appropriate system in 

place to measure and monitor the climate risk 

in their asset selections,” Birgden said.

Although planners need to think about these 

issues, it does not mean the rules of the game 

have changed completely.

“Some people have clear ideas on strategic 

asset allocation due to climate change, but 

that does not obviate the need for bottom 

up analysis,” Liddell said. For example, he 

believes investors increasing their exposure 

to renewable energy need to ensure they are 

actually getting a carbon hedge.

“The rules of investment – such as 

diversification – are still there. Every investment 

needs to justify its role in the portfolio,” Liddell 

argues.

While all this talk of new approaches may have 

planners feeling concerned, this is unnecessary. 

“There is no need to panic in the short-term. 

There is plenty of analysis on the impact of 

a carbon price on the Australian market and 

the impact is expected to be modest. Some 

companies like BlueScope will be impacted, but 

in terms of the index more generally, there is 

greater damage coming from the high oil price 

and high dollar,” Liddell explained.

“The rules around investment remain the same 

and the need to have a long-term investment 

horizon remains the same. Educate yourself on 

both the risk side and the opportunity side.”

RESPONSIBLE INVESTMENT

24 | financial planning | JULY 2011 

Helga Birgden, 

Mercer



Learning about carbon exposure
A key element in this is the carbon footprint of 

an asset. Although investment markets are yet 

to systematically integrate carbon exposure into 

company valuations, there is increasing work 

into this question being undertaken by large 

investors and asset consultants.

Earlier this year, WWF-Canada and Mercer 

released a study outlining the carbon exposure 

of Canadian institutional pooled investment 

products. It assessed the carbon impact 

of the investors’ portfolios by analysing the 

greenhouse gas emissions and associated 

risks generated by the companies held in each 

portfolio.

This is the way of the future, according to 

WWF-Canada director of climate and energy, 

Josh Laughren. “By understanding and 

managing their carbon exposure, investors can 

better protect their investments and help fight 

climate change at the same time. This is an 

issue that will affect every investment portfolio, 

and recognising the potential impacts will be 

increasingly important.”

The report found the carbon footprints of the 

181 funds analysed varied widely, due to both 

stock selection and sector allocation decisions. 

Funds with larger carbon footprints were 

more likely to be exposed to greenhouse gas 

investment risks, including regulatory, litigation, 

market and reputational risks.

Surprisingly, not all the resources stocks in 

the Canadian portfolios had a large carbon 

footprint.

This is something Liddell urges local investors 

to keep in mind. “If you put aside the gassy 

coal miners, most Australian resource stocks 

are not high emitters. The higher emissions 

are from smelting and refining stocks – not 

resource stocks.” 

He said most research into the impact of a 

carbon tax on Australian listed companies 

indicates those most affected would be 

aluminium companies and stocks like 

BlueScope Steel and Qantas. The high 

percentage of financial stocks in the local index 

– many of which have worked hard to improve 

their energy efficiency – also limits the impact.

“The key message is don’t panic as the sky is 

not falling and the impact will be modest. But 

it is important to stay informed on the issue,” 

Liddell said.

Changing policies and new opportunities
The impact of policy shifts – such as carbon 

taxes and trading schemes – is important as 

the Mercer report predicts these initiatives 

could increase the cost of carbon emissions by 

as much as US$8 trillion.

Fidelity believes the shift away from fossil 

fuels to greener, renewable sources of energy 

is likely to be a prominent investment theme 

this century. “Investors must either embrace 

change or risk missing out on some of the 

biggest investment themes in a generation,” 

Stevenson said.

According to Birgden, these issues represent 

both threats and opportunities for Australian 

investors.

“This region, in particular, is vulnerable to 

environmental impacts and is therefore 

exposed to climate change, as a mega 

theme, in a range of areas. On the flip side, 

our region is leading developments in low-

carbon technology which creates investment 

opportunities and the potential for economic 

transformation,” she said.

However, while clean technologies are touted 

as one of the big investment opportunities 

for the future, Liddell sounds a warning. 

“A lot of renewable energy and clean 

tech investments rely on complementary 

government policy and payments. Things 

that rely on government support need a 

stable policy framework.”

He cites the big losses incurred by investors in 

Spanish and Italian photovoltaic projects after 

the removal of government price support as an 

example of the policy risks.

“Clean energy projects vary enormously, so you 

need to look at how they are contracted and 

the profit is generated,” Liddell said.

This means investors need to closely scrutinise 

the companies in which they invest.

“Information is power for investors and 

they need to question the diligence of the 

companies they invest in. How effectively are 

they speaking to these companies about these 

very real issues?” Birgden said.

“They need to consider if the company is 

prepared and is considering these issues, 

and if it is also exploring the upside and 

opportunities from them.”

Liddell agrees: “The financial risk of a price 

on carbon needs to be known. The carbon 

footprint of investments needs to be known and 

whether there are abatement plans in place.”

According to Birgden, many companies are 

exposed to carbon-related risks and she points 

to property as an asset significantly affected by 

the issue. “If you are making investments for 

the long-term, investors need to remember the 

built environment has a significant impact on 

greenhouse gas emissions.”

It does not mean omitting investments in this 

area, but instead appreciating these assets 

may need to be ‘tweaked’ through retrofitting 

or technology ‘fixes’ to meet low-carbon 

requirements. “Investors need their money to 

be in the companies that are on the front foot 

in this area,” Birgden said. •

––    “There is no need to panic in 
the short-term. There is plenty 
of analysis on the impact of a 

carbon price on the Australian 
market and the impact is 

expected to be modest.” 

Greg Liddell
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WHEN IS A BORROWING
            A BORROWING?



Not all arrangements of financial accommodation for 
the benefit of trustees of self-managed superannuation 
funds (SMSFs) or indeed any regulated superannuation 
funds need to be characterised as a borrowing for the 
purposes of section 67 of the Superannuation Industry 
Supervision (SIS) Act. The words of section 67 are quite 
specific in their requirements and colour the application 
of the section to many transactions which at first 
glance might be construed as a borrowing, but on closer 
inspection do not fulfil the requirements of the section.

The question to be determined then is what types of 

transactions will be characterised as a borrowing or 

loan and what types will not? For those transactions 

which are not a borrowing or loan, how are they to be 

characterised? What is it that trustees must be aware of 

in order to determine if section 67 is a potential problem 

to arrangements they may be contemplating entering 

into?

What is a borrowing? 
The operation of section 67 of SISA was the subject 

of a public ruling by the Australian Taxation Office in 

SMSFR 2009/2 which sets out the regulator’s views 

on what constitutes a borrowing or loan by a SMSF 

for the purposes of that section. For the purpose of 

the ruling, a borrowing or loan is treated as being 

the same. The ruling is significant in that it makes 

some important distinctions between various types of 

financial accommodation and makes it clear that not all 

arrangements will be a contravention of section 67.

In fact, the current borrowing arrangements provided 

under section 67A of SISA (and formally under section 

67(4A) of SISA) would perhaps not have been needed to 

accommodate instalment purchase arrangements if the 

view of the regulator expressed in this ruling was in the 

public arena at the time that legislation came into law. It 

was a widely held view at the time that the introduction 

of the borrowing rules in September 2007 was to assist 

in the purchase of Telstra shares by superannuation 

funds in the planned sale of the Federal Government’s 

ownership interests in Telstra by way of an instalment 

purchase arrangement. The ruling concludes that such 

an arrangement is not a borrowing and so not a breach 

of section 67. This will be discussed in more detail later.

Two basic features of a borrowing
Looking then at the regulator’s interpretation of section 

67, two basic features are identified as needing to be 

present for there to be a borrowing for the purposes of 

the section, being:

(1) A temporary transfer of an amount of money to the 

SMSF from another; and

(2) An obligation or intention on the part of the SMSF to 

repay the amount to the lender.

Both need to be present for there to be a borrowing 

at any one particular time. The fact that only one of 

the above features is present when entering into the 

arrangement means there is no borrowing. However, this 

does not preclude that arrangement being treated as a 

borrowing if later both features are present. It will simply 

be treated as a borrowing from the time both of the above 

features are present.

The transfer of money or the creation of a debt?
The emphasis is on the transfer of ‘money’ which 

is a particular requirement of section 67. While in 

the broader context of a ‘borrowing’ or ‘lending’ 

arrangement, it is possible that an arrangement where 

the advancement of a credit facility, for example, may 

constitute a loan arrangement, this is not the case for the 
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Determining what types of transactions will be characterised as 
a borrowing and what types won’t be under section 67 of the SIS 
Act, can be potentially problematic for trustees of self-managed 
superannuation funds, writes Peter Hogan. 

––    The ruling is significant in that it 
makes some important distinctions 

between various types of financial 
accommodation and makes it clear 
that not all arrangements will be a 

contravention of section 67.
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purposes of section 67. The section requires the payment or 

transfer of ‘money’ to the SMSF trustees as well as an obligation 

of repayment for there to be a breach of the provision.

Importantly, the ruling differentiates between a ‘borrowing’ 

where money is advanced, and a ‘debt’ where no money is 

advanced but a future liability arises. A ‘debt’ is considered 

not to be a borrowing for the purposes of section 67. This view 

of the operation of the section has significant consequences 

for a number of transactions where trustees of SMSFs enter 

into arrangements where a liability to pay money in the future 

are entered into but no money is advanced at the time of 

entering the arrangement. Nor is this type of arrangement 

considered to be a ‘contribution’, which was later reinforced in 

TR 2010/1 dealing with what is considered a contribution for 

superannuation contribution cap purposes.  

The ruling also assumes that there is not only an intention 

or obligation to repay the borrowing of money, but also that 

an amount of interest be payable. Equally, it is assumed 

that the obligations of the SMSF and lender are enforceable 

at law and there is security to which the lender may have 

recourse if the SMSF does not comply with its obligations. 

Nor is it assumed that the repayment must be by way of 

money. The transfer of an asset to the lender, or payment to 

a third party in satisfaction of an obligation of another debt 

owed by the lender to that third party are given as examples 

of acceptable repayments of the borrowing.

Instalment purchase agreements
This differentiation between the concepts of borrowing of 

money and the creation of a debt has an unexpected result 

when dealing with instalment warrants and instalment 
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purchase arrangements. As such, an arrangement involves 

the obligation to make payments in the future, but does not 

involve the advancement of money to the SMSF trustees, 

the arrangement is not considered to be a borrowing for the 

purposes of section 67. 

The distinction to be drawn here is that this type of 

arrangement involves a payment, but not a repayment. 

As the essence of a borrowing or loan is an obligation of 

repayment, then instalment warrants or instalment purchases 

are not borrowings for this purpose. Support for this view is 

cited in the NSW Supreme Court decision in 1997 of Prime 
Wheat Association Ltd v Chief Commissioner of Stamp Duty 
which dealt with a share sale agreement which provided for 

payments over 20 years. The Court was asked to decide 

if this evidenced a loan of money and concluded that as 

there was no advancement of money, there was a debt but 

not a loan. The Court decided that the essence of a loan is 

the concept of repayment of monies advanced, but did not 

include an obligation to make a payment sometime in the 

future under some type of credit facility. 

Delayed payment for off market transfers of assets    
Another interesting example of an arrangement which 

may be impacted by this ruling is in relation to off market 

transfers of assets between third parties and the SMSF. 

Generally, for the purposes of taxation, the date of purchase 

of an asset is the date of contract. There may be, however, 

a delay of payment between contract date and payment by 

the SMSF for the transfer of title of the asset purchased. 

This delay in time for payment may be lengthy for various 

reasons. Previously, this delay in payment was considered 

by many to be a ‘borrowing’ by the SMSF. Clearly, there may 

be financial assistance involved for the benefit of the SMSF, 

but this ruling makes it clear that this is not a borrowing for 

the purposes of section 67, as there is no advancement of 

money involved. Consequently, there is no breach of the 

provision. This would be the case whether the ‘debt’ was 

outstanding over the end of the financial year or longer. The 

ruling makes it clear that a debt is not a borrowing for the 

purposes of this provision over any timeframe.

Other examples of arrangements which are borrowings
A number of other examples of payments made on behalf of 

trustees of SMSFs which are considered borrowings are given.

For example, where members advance money to their SMSF 

to allow the purchase of investments in the name of the 

SMSF trustees, with the intention that as soon as the SMSF 

has sufficient funds the money will be repaid, is given as an 

example of a breach of section 67. 

Other examples of breaches are an overdrawn bank 

account, or a margin lending facility, where each drawdown 

against the facility is considered a separate breach of the 

section. It is interesting to note that the creation of the 

facility itself is not considered a borrowing. It is the act of 

drawing upon the facility which is the borrowing.

Examples which are not borrowings
A number of examples are also given of arrangements 

which are not considered borrowings. Included is the more 

obvious one of a transfer of money to the SMSF with the 

intention that it be treated as a contribution to the fund. 

Clearly there is no intention that this amount be repaid by 

the SMSF.

Other examples of the transfer of money not being treated 

as a borrowing but as a contribution are the payment 

of expenses on behalf of the SMSF by an employer for 

example, with a corresponding offset of the employer’s 

obligations to make contributions to the fund, or the 

forgiveness of the fund’s debt by the lender. In both cases, 

there is at the time no obligation to repay the money 

advanced.

Payment of fund expenses by a trustee with the trustee 

seeking and receiving immediate reimbursement of that 

expense is considered to be neither a borrowing nor a 

contribution. However, it is difficult to see how such a 

situation would come about. If the SMSF is in a position 

to immediately reimburse the trustee, then presumably it 

would have been in a position to meet the expense directly 

in the first place. •  

Peter Hogan is senior technical manager, MLC Technical, 
a Specialist Self-Managed Superannuation Fund Adviser, a 
visiting lecturer at Adelaide University’s International Centre 
for Financial Services, and a financial planner at Plaza 
Financial.

––    Payment of fund expenses by a trustee 
with the trustee seeking and receiving 

immediate reimbursement of that expense 
is considered to be neither a borrowing 

nor a contribution.
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EDUCATED
ADVISER

Over the coming year, the FOFA reforms and the move 
towards professionalism will transform the advisory 
landscape, with better educated and skilled planners 
positioned to reap the benefits of this brave new world.  
Freya Purnell and Benjamin Levy report.

With the Future of Financial Advice (FOFA) reforms 
finally laid out in the open and a new education 
framework proposed by the Australian Securities 
and Investments Commission (ASIC), planner 
recruitment is expected to go through some tough 
times in the future. As improvements to professional 
and education standards filter through the advisory 
market, all eyes will be on the major players to see 
how they respond to the FOFA changes.

Making sure that advisers have the proper support 

network to grow in their evolving professional role, 

as well as developing the soft skills necessary to 

showcase their value proposition to clients, remain 

key concerns for the industry heading into the future.

Mentoring 
Having a ‘big buddy’ may sound a little patronising 

and something more akin to high school, but 

for major dealer groups, it is fast becoming a 

centrepiece of their new programs. In a time of 

regulatory change, nervous clients, and rising 

adviser attrition rates, embarking on a new financial 

planning career can be even more daunting than 

usual, and making sure you have someone to lean 

on and learn from can make all the difference. 

Colonial First State’s Institute of Advice program is 

expected to be up and running fully in July this year. 

“If you look at the attrition rate, for example, across 

the industry in the bank aligned channels, year on 

year it’s around 22 per cent,” says Colonial First 

State head of advice academy John Carnevale. 

“One of the key objectives of the Institute is we 

want to ensure that we provide for coaching and 

mentoring of advisers to improve the attrition rates 

and further improve service delivery.” 

The July deadline for the Institute will make sure that 

the program is bedded down before the big wave of 

educational and regulatory reforms hit the industry.

The other aim of the Institute’s program is to 

improve the standard of learning and professional 

development, both for new advisers and for those 

who are more experienced.

Better development opportunities, better 

methodologies and more tools are the necessary 

pieces needed to make that a reality.

“I look at the Institute of Advice as becoming our 

centre of knowledge and learning for our group-

aligned licensees. Our aim is to set a new standard 

of learning and professional development in the 

Australian advice industry,” Carnevale says.

MLC general manager for business and 

development Peter Greenaway believes there is 

a gap between earning the legal qualifications 

necessary to practise, and knowing what to do with 

those qualifications afterwards.

MLC’s Pathways program was initiated about six 

months ago. It was specifically aimed at those 

who wanted to enter the industry but didn’t have a 

practical sense of where to start, other than having 

the requisite qualifications. 

The intensive four day program is aimed at people 

who have either completed or are close to completing 

the Diploma of Financial Planning as a minimum.

“What we thought was missing was a real hands-on 

experience. Once you have got your qualifications, 

what do you then do when you sit down in front of 

clients? If you are taking information that you receive 

from the client, how do you turn it into a strategy that’s 

going to satisfy their demands?” Greenaway says. 

Like Colonial First State, MLC has also decided 

to solve that problem by instituting a mentoring 

program for advisers.

“The major part of this is that we put practitioners 

in front of them – people who have been in the 

industry for some period of time, who obviously 

are very successful financial planners. They are 

THE
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experienced and are willing to talk about the 

mistakes they’ve made, what they found to be 

really successful, and what parts of theory don’t 

quite work in practice,” Greenaway says. 

The mentoring will teach new planners about the 

practicalities of having a conversation with clients, 

how to produce a Statement of Advice, how to 

actually give that advice, and how to ask the right 

questions to gather sufficient information to be 

able to satisfy the client’s needs. 

Soft skill education
Becoming a successful financial planner doesn’t 

just mean a good educational standard.

As FOFA comes into effect and opt-in requirements 

are implemented, convincing clients to continue 

receiving advice, and convincing them of the value 

of advice, will be paramount. Increasingly, advisers 

with soft skills and a strong conviction in what they 

are doing, will become valuable to recruiters. 

AMP’s strategic review of their financial advice 

business last year saw the role of the Horizons 

Academy expanded to include supporting AMP 

Financial Planning and Hillross’s recruitment strategy, 

including the articulation of their value proposition.

“The key attributes 

we look for are the ability to be able to clearly 

articulate the value of advice, the ability to be able 

to simplify what is a relatively complex world of 

regulations, tax laws and product features, and 

explain them in a way that is easily understood,” 

says AMP Horizons Academy director Tim Steele.

New or existing advisers who are considering 

becoming a financial planner with AMP must 

have the right motivation to help consumers 

make better financial decisions and improve their 

financial position, Steele says. 

Greenaway believes that the FOFA reforms 

and recruitment initiatives to screen potential 

candidates for soft skills will feed off each other.

“I think what’s going to happen, is that it 

will be seen as a profession with conflicts of 

interest removed, where the value of advice is 

recognised,” he says. 

“So I think that’s going to make it more 

attractive to young people. I think these 

reforms are going to significantly increase the 

trust in the industry overall with the general 

public and that in itself will create demand 

for advice, and where there is demand, the 

appropriate people will fill that demand with 

supply,” Greenaway says. 

Colonial First State is focused on shifting the 

financial advice model from an information model 

to an understanding model.

“In order for advisers to really embed trust and 

confidence in the relationship between adviser 

and client, they need to make sure that clients 

have a detailed level of understanding of the 

advice they are giving,” Carnevale says. 

Clients who are educated about advice will be 

able to give informed consent to the planner to 

execute a strategy - a must-have when clients are 

nervous, particularly post GFC, about handing 

over their hard-earned money.  

“If we move to that understanding model, you 

are going to have greater client engagement, you 

are going to have a long-lasting relationship, and 

clients will value the advice they are receiving 

because they understand the benefits of it. So 

that’s the underlying philosophy of what we are 

trying to achieve,” Carnevale says.

Colonial First State is choosing not to restrict 

its recruiting process, with a combination of 

talent to be drawn from graduates, experienced 

advisers, career changers, as well as internal 

development pathway for staff across the broader 

Commonwealth Bank business.

MLC, however, is not necessarily looking for 

graduates to fill the ranks.

“We are happy to take on graduates, but I think 

it’s hard to have someone who is in their early 

20s sit in front of somebody who is middle-aged 

and give them advice, even though they may be 

wonderful technical advisers. There is a natural 

barrier there,” Greenaway says.

Continued on p32 

Peter Greenaway,

MLC
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The most successful new financial planners 

would be starting at approximately 30-years-old.

“Younger people can be quite successful, but it 

takes a little while through life experience to vie 

you some credibility and confidence,” he adds.  

What does it take to recruit the right 
planners?
Colonial First State’s training regime for new 

planners almost sounds like army recruitment.

It incorporates psychometric testing, technical 

skills assessment through behavioural and 

skill interviews, and then appropriate reference 

checking, compliance and qualification checking. 

Through the recruitment process and an 

induction program (15 days for new planners 

and 5-7 days for experienced hires), a personal 

development plan for the adviser is developed.

The training and recruitment process that Colonial 

First State has is closely aligned to its competency 

framework. 

“The types of competencies we believe are 

important are technical ability, ethical practice, 

the ability to think strategically and analytically, 

business development capability, and business 

acumen and management skills. From a people 

perspective, you have got to be able to build 

relationships, and communicate and build client 

understanding, and you have to have capabilities 

around self-development and coaching,” 

Carnevale says. 

While it may be exhaustive, it ensures that 

advisers have solid foundations, he adds.

MLC runs an Adviser Business School for 

experienced, salaried financial planners who want 

to become self-employed.

The School is a year-long course starting with five 

days of intensive studies, covering all the things 

that are important about running a business – the 

importance of cash flow, governance, decision-

making processes, funding, having a marketing 

plan, and having a solid client value proposition.

The amount of time and money MLC spends on 

making sure its new clients are ready for industry 

changes means it rarely loses planners to other 

licensees, Greenaway says.

AMP builds tailored training programs for its 

planners based on what their competencies are 

and the type of practice they are going to be 

working in.

If they change careers, they go through an 

intensive 10 week program in St Leonards 

(Sydney), afterwards joining a Horizons practice 

for nine months.

Existing planners have a much less rigorous regime, 

going through a week-long Sydney-based program.

The process might seem tough for some, but 

ensuring that financial planning will be around for 

a long time is front-of-mind for all three financial 

services companies. 

“The success of our business is inextricably linked 

to our ability to be able to attract and retain high 

quality financial planners,” Greenaway says. •

The Financial Planning Association’s (FPA) plans to institute a Professional Practices brand 

will have a huge impact on recruitment into highly-experienced financial planning practices.

“We expect that when a financial planner is looking around for employment, and when they 

are looking to change their place of employment, they will know what the practices are in 

that community who support their professional behaviour,” FPA deputy chief executive Deen 

Sanders says.

The Professional Practices brand will be restricted to those financial planning offices where 

75 per cent of planners are FPA members, and with 50 per cent already or in the process 

of achieving their Certified Financial Planning designation. Members will be required to 

uphold the FPA’s Code of Professional Practice, and agree to conduct a three-yearly review to 

confirm that they adhere to licensing conditions.

Advisers who want to become a professional member of the FPA need to be experienced, 

follow an ethical code of conduct, be subject to examination requirements, and from 2013 will 

be required to have an approved degree, Sanders says.  

That will by default attract more experienced advisers, Sanders says.

The FPA will be advertising a ‘pathway’ for financial planners to become professional members.

“We are making sure that the pathway is very clear to new members to the industry, and show 

them how they get from wherever they are to becoming a professional financial planner,” 

Sanders says.

Recruitment is likely to be uncertain over the next year or two thanks to the shaky share 

market, and unclear revenue streams pre-FOFA implementation. Pending education 

requirements will also impact recruitment in the future, he says.

“That is likely to lead to a greater search for quality and qualified talents. CFPs and other 

highly qualified professionals are going to be sought after over the next couple of years,” 

Sanders says.

FPA Professional Practices Brand

John Carnevale,

Colonial First State



FINANCIAL PLANNING AROUND THE WORLD

SINGAPORE SWING

FP: Can you tell us about your financial planning 
career to date?

BW: After over 25 years’ banking experience 

(mainly in branch management, lending, 

trade finance business and corporate banking 

relationship management), I decided I wanted a 

change of career. I moved into financial planning 

in 2001, and worked for Westpac in Sydney 

before making the move to ipac Singapore. 

FP: Why did you decide you wanted to work 
overseas?

BW: My wife Danielle and I have travelled 

extensively and always enjoyed our trips to Asia. 

We are even thinking of retiring somewhere in 

Asia or spending part of each year in Asia. What 

better way to check out places like Bali, the east 

coast of Malaysia, and Thailand than to live and 

work in Asia?

FP: How did you secure a position and what are 
you doing now?

BW: I contacted Joe Meade at Sterling 

Associates. Joe was very helpful and introduced 

me to various independent financial advisory 

firms all over the south-east Asian region. While 

all of the businesses that Joe introduced me to 

had their merits, the one that suited me most 

was ipac, due to its link back to Australia. I had 

the choice of moving to their Hong Kong or 

Singapore offices. While we really enjoy Hong 

Kong, we chose Singapore as we thought it had 

a better (less hectic) lifestyle and better climate. 

FP: What key attributes or skills were important 
when applying for jobs in Singapore?

BW: Being an adviser in Singapore means going 

beyond the scope of an adviser working for a 

bank in Australia. You need to be able to market 

yourself, network, write articles, and prepare 

and conduct seminars. In short, you have to be 

able to do it all yourself as the financial planning 

industry was way behind the Australian industry 

when I arrived in 2005.

FP: What is the financial planning market 
in Singapore like, and what are the key 
differences from Australia?

BW: At ipac, we have 11 advisers at the 

moment, with 70 staff overall. While I do have 

Singaporean clients, my focus is on the expat 

market and particularly the Australian expat 

community. There are approximately 20,000 

Australians in Singapore spread throughout 

around 5000 households. So it is not a huge 

market, and it is also quite transitory, as expats 

move to Singapore for between two and seven 

years, before moving elsewhere or returning 

home. Most of our clients are in the wealth 

accumulation phase of their lives. My goal is to 

ensure these high-net-worth expatriates make 

the most efficient use of their time and finances 

while located offshore and then ensure a 

seamless transition upon their return home.

FP: How are the product and compliance 
landscapes different – do you have to work 
differently from how you did in Australia?

BW: The Monetary Authority of Singapore (MAS) 

ensures that compliance in Singapore is very 

strict. However, I am very used to it, as are all 
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Brett Waller CFP, senior vice president with ipac Singapore, 
saw a move to the south-east Asian city-state with his family 
as an opportunity for a ‘sea change’. He told Freya Purnell 
why, as an Australian planner, it was easy to slot into the 
Singapore financial planning sector. 

Continued on p34

Brett Waller at a New Year’s Eve party at the Singapore Cricket Club.

Enjoying the Khmer culture in Cambodia.



at ipac, as it is based on the Australian model. 

We work the same way as an adviser in Australia 

would. Some of the products are different – as we 

are dealing with expats we don’t use Australian-

based funds, when we can use a platform in a 

tax-friendly place such as Singapore or Ireland.

FP: How did you establish your client base when 
you first arrived?

BW: The first 12 to 18 months are the most 

challenging. You spend three or four nights a 

week at networking functions. It is important to 

get involved in organisations such as Austcham 

and ANZA [Australian and New Zealand 

Association]. I also fostered a corporate referral 

network with international taxation accountants, 

mortgage brokers, and recruitment and 

outplacement companies. I established and 

coordinate the ANZA POETS Social Golf Club 

for expatriates – a popular networking event 

for expatriate executives in Singapore. I am a 

committee member for AM Cham Golf Section 

Committee, have been a member of Singapore 

Cricket Club for almost six years, and was recently 

elected to the committee of the golf section of the 

club.

FP: What are the differences in terms of tax and 
earning potential for you as a financial planner?

BW: The move to ipac and Asia was a lifestyle 

choice for me. I saw it as a sea change. I don’t 

think I earn any more than I would in Australia. 

Sure the tax rates are low here, but I am paid in 

Singapore dollars and the Australian dollar is very 

strong at the moment.

FP: What type of clients do you see?

BW: My typical client is a very senior level 

corporate employee – CEOs, CFOs and others 

with global and regional responsibilities. The 

typical client is smart enough to do their own 

investing but time-poor due to their work and 

family commitments, so they delegate that part of 

their life to me and ipac.

FP: How important is having the CFP designation 
to be an adviser in Singapore?

BW: I think it is getting more important. The 

Financial Planning Association of Singapore is 

doing what it can to raise the awareness of the 

CFP designation in the community. One of ipac’s 

business rules is that all advisers are or become 

CFP-qualified within two years of joining ipac.

FP: What is living in Singapore like – what do you 
enjoy most and like least about it?

BW: Singapore is a very easy place to live. The 

climate is great and we have gotten used to living 

in a condo (apartment) rather than a house. No 

more lawns to mow! The condo has all the facilities 

such as an Olympic size pool, gym and tennis 

courts as well as a pre-school, dentist, restaurant 

and supermarket all within the same development.

There is a great social life in Singapore and it is 

also great to have a domestic helper to assist 

with the housework and children. Singapore is 

a real hub so it’s easy to get away for a quick 

holiday around the region. Over the last six years, 

I have visited Angkor Wat in Cambodia, Burma, 

Thailand, Malaysia, Japan, Vietnam, Indonesia, 

Hong Kong and China. But Singapore is quite 

small, so you can go a little island crazy. At those 

times it is good that you can travel and experience 

other places. 

FP: What were the first couple of months like – 
how did you find your feet in a new city?

BW: I actually spent the first three months living 

in a hotel. I was not sure what part of Singapore 

I wanted to live in and the hotel was being 

renovated, so they had a great deal on. It worked 

out well. Work was challenging in this period, 

so it is good after nearly six years to be able to 

enjoy referral business from clients and friends 

rather than spend all of your free time networking. 

Singapore really started to feel like home when we 

bought a car and joined a golf club – it made life 

more normal.

FP: What have you gained from tapping into the 
expat community? 

BW: I think I have gained everything from the 

expat community – this is where you make your 

friends and also your business contacts. It’s 

not just Aussies either as a lot of my friends in 

Singapore are also expats from other countries 

around the world, including England, France, New 

Zealand, Denmark, and the US.

FP: Would you recommend this experience to others?

BW: Yes, if you are prepared to work hard, learn 

new skills and also stay up-to-date with what is 

happening back in Australia.

FP: What are your plans for the future?

BW: We would like our two daughters, Yasmin and 

Angelique, to be educated in Australia, so we may 

return home at some stage. However, we wouldn’t 

discount another offshore stint. •

Ed note: Brett Waller is an FPA member and CFP 
practitioner licensed through ipac. Foreign service 
providers may be subject to Australian Financial 
Services laws when providing financial services to 
Australian expats concerning Australian financial 
products.
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On the Indonesian island of Bintan – only 40 minutes by ferry from Singapore.

The spectacular Angkor Wat in Siem Reap, Cambodia. 

Brett with his old Merc outside the Fullerton Hotel, Singapore.



PRACTICE MANAGEMENT

THE COMMON ATTRIBUTES OF 
SUCCESSFUL ADVISORY PRACTICES

With active clients in not just Australia, but 

also America, South Africa, New Zealand and 

the UK, at Business Health we are privileged 

to work with some of the best advisory 

practices in the world. 

And while there are many differences 

between countries/regions (for example, 

regulatory/compliance regimes, individual 

practice/business structures, and the suite 

of services/solutions offered to clients and 

pricing/remuneration models, to name just 

a few), our experience has also shown that, 

regardless of the operating environment, there 

are a few attributes common to all successful 

advisory practices.

The five common attributes of great 
advisory firms
1. Great leadership
All of the successful advice practices we 

have worked with are headed by a great 

leader. This person usually has an incredibly 

clear vision for the business and is able to 

articulate this vision and lead others on the 

journey into the future. 

They welcome and embrace change and while 

they may also be talented financial planners, 

they think like successful business owners. 

Without exception, they have a documented 

plan for their business and this plan provides 

the strategic blueprint for sustained success 

and a focus for all operational activities.

2. Talented and committed staff
With the competition for good people so 

intense, the successful firms are able to 

attract and retain the best available talent. 

They invest heavily in the development of 

their team and offer not just a competitive 

remuneration package, but also flexible 

incentive plans and innovative equity 

programs.

To ensure they maximise their return on this 

investment, the best practices have sound 

performance management processes in 

place and continually encourage greater 

involvement in all aspects of the business.

3. Truly client-centric
While the term ‘client-centric’ has become 

somewhat of a cliché, the best advisory 

practices truly do put their clients at the 

centre of everything they do. They have a 

compelling value proposition built around a 

thorough understanding of what their ideal 

clients want. 

They treat every client fairly and with respect, 

but not equally – while no-one receives poor 

service, they fully appreciate that their best 

clients deserve their best service. They also 

are in constant contact with their clients 

(through all stages of the investment cycle) 

and proactively seek feedback on how they 

could further improve their offer.

4. Willingness to invest in the business
To deliver sustained results in any business, 

the owners must continually review and 

enhance their operational infrastructure. 

The most successful principals understand 

this and are always willing to make prudent 

investments for the future. 

They also know that it is almost impossible 

to make quality business decisions without 

accurate and timely business information – 

the best firms really do know their numbers. 

5. Actively seek help
And finally, the most successful practice 

principals surround themselves with people 

smarter than themselves and they are not 

afraid to ask for help. They are always willing 

to listen and learn and they consult widely, 

and not just from within the financial services 

profession.

They usually meet regularly with a mentor or 

coach (or in many cases an advisory board) 

for objective advice and guidance about their 

business and most importantly, this external 

input also provides an additional layer of 

accountability for the owners.

Rod Bertino is a partner and director of 
Business Health Pty Ltd. Business Health 
is a consulting firm specialising in the 
financial services industry. Business Health 
develop and market a suite of unique and 
exclusive business diagnostic tools which 
are supported by a range of specialised 
consultancy services. He can be contacted at 
rod@businesshealth.com.
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Want your advisory practice 
to be more successful? Rod 
Bertino shares what makes the 
top performers tick.

––    “The most successful practice 
principals surround themselves 

with people smarter than 
themselves and they are not 

afraid to ask for help.” 



FOUR FPA DESIGNATIONS
RECOGNISE FOUR Es

At the end of May 2011, there were 89 

practitioners identified as LRS® Life Risk 

Specialists. This means that, in addition 

to being either a CERTIFIED FINANCIAL 

PLANNER® practitioner or an AFP® 

practitioner, they had satisfied the ethics 

requirements (including studying Ethics, 

professionalism and Professional Behaviour) 

and successfully completed the specific 

postgraduate technical education unit, Life 

Risk Principles for Professional Planners. 

These 89 LRS professionals also satisfied the 

experience requirements for the specialisation.

The newest, and therefore least known 

specialist designation is the Accredited Estate 

Planning Strategist AEPS® which is recognised 

by STEP, the Society of Trust and Estate 

Practitioners – an international body with 

16,000 members worldwide.

About 100 people have completed the six-

day course conducted with the University 

of Technology, Sydney. Of these, the first 

three people have attained the specialist 

designation, AEPS, after submitting evidence 

for an examination of their experience and 

competence.

Many of those who complete the education 

component do so purely for the learning. 

The course is open more widely, but this 

specialist designation can only be attained by 

CFP practitioners or AFP practitioners (with a 

minimum of Advanced Diploma education).

Obviously, the best recognised FPA 

designation is the CERTIFIED FINANCIAL 

PLANNER® mark, issued by the FPA under 

licence from the Financial Standards Board. 

The four Es are integral to the credential, 

though many certificants are unclear how it 

varies from an educational qualification.

‘Pathways to the CFP’ was always only part of 

the story. Showing the examination requirement 

as the capstone of the program was a helpful 

way to represent the additional examination 

requirement (the fourth ‘E’) but restricted 

experience requirements to additional arrows. 

Representing the four Es on the ‘E’ diagram 

(see page 37) shows that the experience binds 

together the other attributes of the designation 

into the whole. It is the difference between 

someone who is qualified and someone who is 

recognised as a professional.

Those members who have completed a 

postgraduate qualification are more conscious of 

the separation than those who have completed 

their postgraduate studies through the FPA. 

Where they completed the CFP designation after 

a Masters in Financial Planning, they may write 

their name as follows – First Name, Surname 

CFP® MFinPlan – showing both the designation 

and the qualification.

AFP and the four Es
Associate members of the FPA are entitled 

to use the AFP® postnominal. Current 

requirements to become an Associate member 

follow three of the four Es: commitment to the 

code (Ethics), initial education with at least the 

Diploma level, and one year’s experience in 

delivering the six steps of financial planning. 

From 2013, the education requirement for 

new AFP practitioners will be an approved 

degree as part of a rise in entry requirements.

Maintaining a designation
Unlike a qualification, a professional 

designation is something that must be 

maintained. You don’t lose your qualification 

(though it may become out of date) but a 

certificate for a designation always remains 

the property of the issuing body and can be 

recalled. 

The four Es can also describe the 

requirements to keep a designation:

• Ethics: maintaining current membership and 

commitment to the Code of Practice;

• Education: completing minimum continuing 

professional development points each 

triennium;

• Experience: remaining in the industry; and

• Examination: completing audits/surveys as 

required.

Surveys have been part of the renewal 

CERTIFICATION UPDATE
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Four FPA designations are united in recognising professionalism among the FPA’s practitioner 
members. While education is at the centre of each, all differ from educational qualifications 
by including ethics, experience and examination. They share the four Es both to gain and to 
maintain the certification.
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process for CFP practitioners in the renewal 

process. Data about members helps 

the professional association in making 

representation to government on issues that 

affect practitioner members.

In July, AFP practitioners will be asked to 

complete an online survey to provide a more 

complete picture of practitioners.

Recognition of professionalism
The FPA’s new advertising campaign will 

highlight the importance of membership of the 

FPA. We will increase education of consumers 

to look for current Practice Certificates. 

Commencing with the 2011-2012 year, all 

FPA designations will be listed after each 

CFP practitioner’s name, providing greater 

exposure to the specialist designations.

Those CFP practitioners who renewed their 

membership and completed their survey by 

15 June received their Practice certificates in 

early July. Two further print runs of certificates 

will ensure timely delivery of certificates to 

members.

It is in the interests of all FPA practitioners that 

the current certification is sought by customers. 

The FPA is anxious to pursue ex-members who 

falsely claim CFP practitioner status. 

Harmonising the designations
FPA’s new Sydney-based Designations 

Team now integrates the support of the two 

specialist designations – LRS and AEPS – with 

the CFP certification. 

The new Professional Designations Committee 

has oversight of the three, reporting directly to 

the Board.

Integration of the support for the three 

designations has meant some changes are 

being implemented to harmonise processes, 

and all three are detailed in the new 

Professional Designations student handbook 

available on the FPA website, together with 

designation application forms and enrolment 

forms. 

Helping members achieve designations
FPA aims to improve student support while 

maintaining and enhancing standards. 

During the first half of 2011, new tools have 

been piloted to help students prepare for 

the Certification Assessment. One member, 

commenting on the resource, said that she is 

looking to use the resource within her work 

environment. Exam preparation workshops were 

offered to students as part of the other units.

Student feedback has long stressed the 

problems of the large workload and tight 

timeframe for the Certification Assessment 

unit. A new full-year enrolment option is 

being offered from semester 2, 2011 to 

allow students to focus on the assignment 

in the first half-year and the examination 

in the second half. A new resubmission 

option for the Certification assignment has 

been piloted in June to those students 

who have been identified by assessors as 

having shortcomings in their financial plans 

that can be readily addressed. This is a 

replacement of a procedure of re-marking 

marginal assignments that usually confirmed 

a borderline fail. The new process allows 

students to improve their submission rather 

than appeal for a different interpretation. 

Changes to summer school for 2011 will 

address student feedback related to study 

patterns and timing. Summer school will offer 

only subjects with assignment-only options. 

Pre-requisites have been reviewed to ensure 

that all students can choose to progress their 

studies without juggling holiday needs with 

exam dates.

2011 is the perfect time to undertake some 

new study. Enrolments are currently open 

for entry into each of the three designation 

programs. 

Contact us now at education@fpa.asn.au or 

1300 337 301. 
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The Four Es

––    It is the difference between 
someone who is qualified and 

someone who is recognised as a 
professional.



TECHNICAL UPDATE

SPLITTING INCOME WITH 
CHILDREN: BACK TO THE $416 DAYS!

Legislation introduced in Federal Parliament near 
the end of May 2011 seeks to end the use of what 
the Government calls a “tax minimisation vehicle” 
whereby the low income tax offset (LITO) was used 
to effectively increase the amount that could be 
distributed to minors (those under 18) tax-free. 
For the income year ended 30 June 2011, the 
LITO effectively increased the tax-free threshold 
on unearned income (for example, interest or 
dividends) to $3,333. With the changes, that 
would revert back to $416 with effect for the 
2011-12 financial year (a figure that has not 
changed in over 25 years).

Going back to the $416 days would mean a 

person under 18 with $7000 invested at 6 per 

cent per annum would earn enough interest to 

put them over the tax-free threshold, and they 

would pay tax on that interest at 66 per cent of 

the excess over $416 (assuming they had no 

other unearned income).

The Government said there was evidence that 

200,000 distributions from trusts had increased 

in line with the increased LITO, to take advantage 

of the opportunity to minimise tax by allocating 

income to children.

The Tax Laws Amendment (2011 Measures 

No 4) Bill 2011 would amend the ITAA 1936 

to remove the ability of minors to use the low 

income tax offset to reduce tax on income of the 

taxpayer that is subject to Div 6AA of Pt III of 

the ITAA 1936, that is, unearned income such 

as dividends, interest, rent, royalties and other 

income from property. 

The LITO will still be available to reduce tax on other 

income of the taxpayer, that is, certain “excepted 

assessable income” will continue to benefit from 

LITO. This includes: (i) salary and wage or business 

income; (ii) earnings from investments that 

accumulated from the minor’s personal earnings; 

(iii) income from a deceased estate; (iv) income 

earned on assets devolving from a deceased 

estate to the minor; and (v) superannuation income 

streams that are death benefits. 

Where a taxpayer has income subject to Div 

6AA, the taxpayer will not be entitled to the LITO 

to the extent the offset would be applied against 

the part of the taxpayer’s basic income tax 

liability that is attributable to the eligible taxable 

income of the taxpayer for that year of income. 

(The eligible taxable income is that income that 

is taxed as unearned income of the taxpayer.)

In calculating tax on the taxpayer’s income, the 

taxpayer will still be able to apply the tax offset 

listed in item 15 in the table in s 63-10(1) of 

the ITAA 1997 (that is, the pensioner tax offset) 

against that part of the taxpayer’s basic income 

tax liability that is attributable to the taxpayer’s 

eligible taxable income. This is designed to 

ensure that eligible taxpayers are still able to use 

the pensioner tax offset, where applicable, to 

reduce tax on their unearned income. It is only 

the low income tax offset that can no longer be 

used to reduce tax on unearned income.

Example
Jack has income from part-time work of $10,000 

and income subject to Div 6AA (unearned 

income) of $2000. The $10,000 is subject to 

normal tax rates and tax due would be $600. The 

$2000 of unearned income is taxed at 45 per 

cent with tax due of $900. Jack has a total gross 

tax liability of $1500. Under the old rules, Jack 

was able to use LITO to reduce tax on his total 

income to zero. Under the new rules, he will still 

be able to reduce tax on his work income to zero 

by using LITO but is not able to reduce tax on the 

unearned income. Jack will have a net total tax 

liability of $900.

Trustees of discretionary trusts might consider 

changing their distribution patterns from 1 July 

2011 to take account of the changes. The $416 

tax-free threshold has applied since 1 July 1983. 

At a time when so many thresholds are indexed, 

why not this one?

Terry Hayes is senior tax writer, Thomson 
Reuters, publisher of the Thomson Reuters 
Financial Planning Handbook. 
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PROFESSIONALISM

THE PROFESSION’S 
REPUTATION BALANCE SHEET

As a business journalist in a former life, I thought I 
knew all there was to know about running a small 
business. Then I started one!

I soon worked out how little I knew of the important 

stuff – like managing everyday business risk. The gaps 

in my knowledge could fill a phone book.

Similarly, I’ve met plenty of professional financial 

planners who think they know a lot about managing 

their reputation and who will happily offer their view 

that the general public is easily swayed by a recklessly 

biased media; or tell me how the industry funds and 

consumer lobby are fuelling unwarranted negativity 

without restraint; or how Canberra is acting like an 

anti-competitive behemoth intent on destroying the 

profession and why any attempt to fight back is futile. 

These are telling and valid reactions to the unrelenting 

scrutiny by media and others of the broad church 

known as ‘financial planning’. 

But for any individual professional to pack up their 

tent and simply walk away from the greater good is 

absolutely a surefire way to get the reputation you 

deserve.

Put another way: I have met and interviewed hundreds 

of senior executive businesspeople in the course of 

my career. And nobody, not one, would leave their 

personal or professional reputation to chance. They 

manage it. Just as you manage your business – the 

day in, day out focus of staying the course, being 

consistent and clear, and managing the risks, no 

matter the wins or losses.

Some ideas to think about
With one foot in the world of marketing and public 

relations, I have met maybe one too many so-called 

reputation ‘experts’ who very convincingly argue creative 

strategies to win better ‘voice engagement’, ‘image 

traction’ or even (believe it or not) ‘brand architecture’.

Well, guess what? I believe the way forward is a simple 

formula. It’s called being real. Let me explain.

We humans build awareness and understanding 

through regular, clear communication. Trust is 

built upon that regular, clear communication being 

consistent and also validated by other external sources 

of information. Our reputation grows from this – by its 

definition, reputation is the estimation in which we are 

held by those around us.

The core of this is the real stuff – what I would call the 

‘unequivocal essence of truth’. Or, in less fancy terms, 

the authentic actions, drivers and reason for being in 

business that help define you, demonstrate outwardly 

who you are, and spark positive action among others.

How do I know this? Many years ago I was the editor 

of an industry trade magazine that ran the Financial 

Planner of the Year Awards. The minimum standard 

for the award was membership of the FPA.

We would receive nominations from numerous high 

quality, immaculately credentialled professionals 

with multiple university degrees, often committed 

to volunteering their spare time to help a fledgling 

profession, and who were actively engaged in their 

local communities. 

But the most convincing nominations came from 

those financial planners who also demonstrated 

their unequivocal essence of truth. And this was 

in the form of testimonial letters from clients, 

explaining the deeply personal attachment each 

person had to the planner, and how Mr. or Ms. 

Planning Professional had provided enormous 

support, value and trust – often at a pivotal life 

moment of most need (the death of a loved one, the 

birth of another, the marriage of a son, a daughter...)

Such letters offered a rare and deep insight into the 

very real interactions built on abiding trust that occur 

every day between a planner and client. The letters 

fundamentally changed my perception of the core truth 

of the profession – and the reputation it can achieve.

So what?
So how do we convert this latent goodwill to a credit 

entry on the profession’s reputation balance sheet? 

Partly it is simply about turning up, every day, fighting 

the good fight. It is also about harnessing the people 

(advocates) around you (your staff, your clients, and 

your community) to understand and carry those positive 

messages to others and, like the miracle of compound 

interest, watch as the reputation returns grow.

Also, be a creditable adversary in the public debates. 

Stick to your core essence, back yourself with worthy 

facts and third party evidence – look for new ways 

to amplify the real messages that help demonstrate 

where your intentions lie for the profession, your 

clients and your collective futures.

The industry of financial planning has undergone a 

dramatic metamorphosis, and stands ready for its next 

phase as a fully-fledged profession. The opportunity 

to build a matching reputation on the bedrock of 

clarity and consistency (and keeping it real) will in time 

deliver the true standing that reflects the honorable 

intentions of your profession.

Former journalist and co-founder of BlueChip 

Communication, Bruce Madden has spent 20 years 

observing, reporting and commenting on the Australian 

financial planning, superannuation and financial 

services worlds. Today he leads BlueChip’s executive 

communication coaching and media training, and 

offers his insight as a public relations consultant to a 

number of blue chip industry clients.
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Manage your professional 
reputation the same way you 
manage your business to build 
esteem in the community, 
writes Bruce Madden.



CENTRELINK

GRANNY FLATS

Although Centrelink recognises that granny 

flats are usually family arrangements, this is 

not required for a living arrangement to be 

considered a granny flat for social security 

purposes.

Whether a person lives alone, with the owner, 

or in a separate self-contained dwelling on 

someone else’s property, their home will meet 

the granny flat requirements and can be 

assessed under special rules if:

• it is all or part of any private residence;

• it is not owned by them, their partner, or an 

entity (trust or company) that they have a legal 

or beneficial interest in; and

• they have established a granny flat interest.

A granny flat interest is established when a 

person exchanges assets or money for a right 

to reside in someone else’s property for as 

long as they live. 

Although Centrelink may accept that a person 

has a granny flat interest, even if it is not in 

writing, they should have a legal document 

drawn up by a solicitor to give evidence of 

a life tenancy or interest. This should help 

to prevent any problems in the future if 

their personal circumstances change. The 

document should:

• confirm they have security of tenure; and

• state whether they are liable for any upkeep 

of the property or payment of rent.

A person can transfer any assets to the owner 

of the property in exchange for the life tenancy 

or interest. For example, they can:

• transfer the ownership of their home but 

keep a lifetime right to live there (or in another 

private home owned by someone else); or

• transfer some of their other assets (money, 

for example) for a lifetime right to live in a 

property owned by someone else.

Centrelink needs to know what a person 

transfers to the property owner in exchange 

for a granny flat right in order to:

• see if they paid too much (that is, whether 

they deprived themselves of assets); and

• assess whether they are a homeowner or a 

non-homeowner, thereby determining which 

assets test threshold applies, and whether 

they may be entitled to Rent Assistance.

Centrelink may only determine that a person has 

deprived themselves of assets if they transfer 

more than the value of the granny flat right. 

Because granny flats and granny flat interests 

are not usually sold, Centrelink does not use a 

market value to assess their worth. Instead, a  

granny flat is said to be worth the value of the 

assets transferred or paid if:

• a person transfers the title of the home they 

live in to someone else and keep a lifetime 

right to live in that home or in another home 

(provided their home was or would have been 

totally exempt from the asset test);

• a person pays what it costs to build a granny 

flat on someone else’s property, or convert 

someone else’s property to suit their needs 

and establish a lifetime right to reside there; or

• a person buys a property in someone else’s 

name and establishes a lifetime right to reside 

there.

Provided they pay in one of these ways, and 

do not transfer additional assets as well, no 

deprivation will occur. 

However, where a person transfers assets 

in addition to the above (including a home 

property, part of which was or would have 

been assessable), Centrelink applies a test 

of reasonableness. The reasonableness test 

amount is the combined partnered rate of 

annual pension (regardless of whether a 

person is single or partnered) multiplied by an 

age-related factor (see Table 1). If a person is 

a member of a couple, the age of the younger 

partner is used. The combined married rate of 

pension at  20 March 2011 was $28,589.

The value of the granny flat interest is the 

greater of the value of the home being 

transferred, the value of the property 

bought for someone else, or the amount it 

cost to convert another property, and the 

reasonableness test amount.

A granny flat is usually thought of as a self-contained unit 
within or attached to another home. However, for social security 
purposes, a granny flat can include other living arrangements.
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––    Because granny flats and 
granny flat interests are not 

usually sold, Centrelink does 
not use a market value to assess 

their worth.



If the amount of money or value of the property 

exchanged is more than the value of the granny 

flat interest, the excess is considered to be 

a ‘deprived asset’, and this could affect the 

amount of pension they are paid.

Example
Malcolm (who turns 84 next birthday) and 

Irene (who turns 77 next birthday) purchased 

a granny flat right by transferring their 

$350,000 home plus $50,000 cash. The 

value of the interest is the reasonable test 

amount ($335,302, being $28,585 x 11.73 

as it is greater than the value of the home). 

Malcolm and Irene have deprived themselves 

of $64,698, that is, $400,000 less $335,302. 

Although a person doesn’t own the property in 

which they have a granny flat right, Centrelink 

may still assess them as a homeowner for 

social security purposes. Their homeowner 

status determines:

• If the amount they paid is considered an 

asset;

• Which assets test threshold is applied to 

their assets before they affect their rate of 

payment; and 

• Whether they may be entitled to Rent 

Assistance. 

A non-homeowner has a higher assets test 

threshold than a homeowner. The difference 

between the thresholds is called the ‘extra 

allowable amount’ and from 1 July 2010 it was 

$131,500.

This amount is compared to the entry 

contribution. If a person is not assessed 

under the reasonableness test, their entry 

contribution is the amount they actually paid. If 

they were assessed under the reasonableness 

test, their entry contribution is:

• The value of the granny flat interest, if they 

were assessed as paying more than their  

reasonableness test amount; or

• The amount they actually paid if they 

were assessed as paying less than their 

reasonableness test amount.

Table 2 shows how an entry contribution 

affects a person’s entitlement.

In the previous example, Malcolm and Irene 

were assessed as paying more than their 

reasonableness test amount so their entry 

contribution is the value of the granny flat 

interest, that is, $335,302. This is more than 

the extra allowable amount of $131,500, so 

they are homeowners and no Rent Assistance 

is payable. However, their contribution will not 

be included in their assessable assets.

If a person stops living in the home within 

five years, Centrelink will review the granny 

flat interest. If the reason for leaving could 

have been anticipated at the time the 

interest was created, the deprivation rules 

will apply. 

The deprivation rules apply from the time 

a person permanently vacates the home 

until the end of the five year period from 

the creation of the interest. The deprivation 

rules do not apply if the person is temporarily 

absent from their home for up to 12 months. 

If a person’s absence is due to loss or damage 

to their home, this period may be extended for 

up to two years.

For more information, please call the Financial 

Information Service at Centrelink on 132 300 

or visit www.centrelink.gov.au.
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Age Factor Age Factor Age Factor Age Factor Age Factor

51 33.30  61 24.32  71 16.09  81 9.20   91 4.64 

52 32.39  62 23.45  72 15.33  82 8.62  92 4.34 

53 31.47  63 22.60  73 14.58  83 8.06  93 4.08 

54 30.56  64 21.75  74 13.84  84 7.53  94 3.84 

55 29.65  65 20.91  75 13.12  85 7.03  95 3.63 

56 28.74  66 20.08  76 12.41  86 6.56  96 3.45 

57 27.85  67 19.26  77 11.73  87 6.11   97 3.28 

58 26.95  68 18.46  78 11.06  88 5.69  98 3.13 

59 25.19 69 17.66  79 10.42  89 5.31  99 3.00 

60 25.19  70 16.87  80 9.80  90 4.96  100+ 2.88 

Table 1: Age-related factor

Entry contribution is: More than extra Equal to or less than 
 allowable amount extra allowable amount

Considered as homeowner? Yes No

Contribution included in Assets test? No Yes

Eligible for Rent Assistance? No Yes, if enough rent is paid 

Table 2: Entry contribution



Recent comments by Independent MP Rob 
Oakeshott that he does not support Labor’s 
proposed opt-in provisions, which will force 
investors to re-sign contracts with their financial 
planner every two years, have been greeted with 
enthusiasm by the Federal Coalition. 

The comments on opt-in by Oakeshott have been 

welcomed by shadow financial services minister, 

Senator Mathias Cormann. 

“We are pleased to see that Mr Oakeshott has 

recognised that these changes would hurt financial 

advisers and consumers. We hope that he will 

also see the merits of our policy argument that 

banning commissions on risk insurance inside 

superannuation would create inappropriate 

distortions in the market, reduce choice and 

increase costs for consumers,” he said. 

Like many in the financial planning profession, 

Senator Cormann believes the opt-in proposals are 

unnecessary.

“Given the new statutory best interest duty and 

complete transparency of financial advice fees, 

with consumers able to opt out of any financial 

advice arrangements, means consumers can make 

their own choices about the ongoing value of their 

financial advice relationship. There is no need for 

government to get involved by imposing additional 

costs and regulatory burdens which would be 

created by Labor’s opt-in proposal,” he said. 

“The Coalition supports sensible financial advice 

reforms which increase transparency, consumer 

choice and competition. However, any reforms 

in this area need to strike the right balance 

between appropriate levels of consumer protection 

and ensuring the availability, accessibility and 

affordability of high quality financial advice.”

Problems for regional planners
One of the key issues identified by both Oakeshott 

and Senator Cormann is the impact of the opt-

in arrangements on smaller, regional financial 

planning firms.

“The opt-in arrangement on service agreements, 

moved from annual to every two years, is a problem 

for many smaller financial businesses in regional 

Australia,” Oakeshott said. 

Senator Cormann agrees this is a significant issue 

for regional planners. “The Coalition has said 

from the outset that Labor’s proposal to force 

people to keep re-signing contracts with their 

financial advisers was bad policy which would 

add unnecessary red tape, increasing costs for 

both small business financial advisers and their 

clients.” 

He said Treasury evidence given during Senate 

Estimates indicated an average small business 

financial advisory firm would face $50,000 per 

annum in additional costs each year as a result of 

the opt-in proposals. 

“These additional costs would have a significant 

impact on smaller and regional financial advisory 

practices limiting availability, accessibility and 

affordability of high quality advice to consumers,” 

Senator Cormann said.

“Neither the proposed two-yearly opt-in 

requirement, nor the proposed bans of 

commissions on risk insurance inside super would 

have prevented the collapses of Trio, Storm or 

Westpoint.”

Potential amendments
When the draft legislation is finally introduced into 

Parliament, it looks likely to face amendment.

Oakeshott is keen to extend the time period 

for an opt-in agreement to longer than the 

proposed two years. “I will be interested to see 

the Coalition amendments on this issue, but I 

am also considering amending this to at least 

five-year service agreements and would be 

interested if the Coalition wishes to go further,” 

he said.

At this stage, the Coalition seems determined to 

ditch the opt-in proposal entirely.

“Labor’s push to force people to keep re-signing 

contracts with their financial advisers on a regular 

basis is bad public policy which does not strike the 

right balance. We note Bill Shorten has backed 

down from his initial intention to force people to re-

sign those contracts every year,” Senator Cormann 

said. 

“However, even his revised proposal to require 

people to re-sign contracts every two years will 

add unnecessary red tape, increasing costs for 

both small business financial advisers and for their 

clients. We do not think the Parliament should 

endorse it.” 

According to Senator Cormann, the introduction 

of the new ‘statutory best interests duty’ means 

there are “better, more than adequate and less 

costly ways to prevent consumers from paying for 

financial services they don’t need”. These include 

ensuring financial advice fees are transparent and 

consumers can opt-out of advice arrangements or 

change planners. 

“The Minister himself seems somewhat confused 

and unsure about the merits of his opt-in 

proposals as he is yet to decide whether to apply 

any penalties to breaches of his proposed opt-in 

requirements.” 

Other aspects of the reforms are less problematic 

for Oakeshott. “Regarding other aspects of the 

FOFA package, I am working these through, but 

am broadly supportive of important reform in both 

the client and industry’s best long-term interests,” 

he said.

REGULATION UPDATE

IS OPTIN A DONE DEAL? 
The Federal Government’s stance on opt-in has attracted 
strong opposition from both Independent MP Rob Oakeshott 
and shadow financial services minister, Senator Mathias 
Cormann. Janine Mace reports. 
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IN THE COMMUNITY

A WHEELIE GOOD CAUSE 
FINANCIAL PLANNERS GET ON THEIR BIKES FOR YOUNG AUSTRALIANS

BT FUTURE2 WHEEL CLASSIC 2011  REGISTER NOW!

A former Chair of the FPA and one of the leading 

lawyers to the financial services industry are in 

training to cycle 1250km from Bourke to Sydney 

(7-16 September 2011).  Their target is to raise 

$100,000 – funds that will give a second chance 

to some of Australia’s most disadvantaged young 

people.

Ray Griffin and Peter Bobbin are challenging other 

financial planners, their colleagues and friends, 

to join them on the 10-day ride, or a section of it, 

or to get together a team to compete in the Wheel 

Classic Prologue on 4 September in Sydney.

“The generosity of corporate sponsors has got 

our fundraising off to a great start”, said Bobbin, 

Future2 trustee and Principal, Argyle Lawyers.  “Now we’re looking to the wider financial planning 

community to do their bit – either by cycling with 

us, or by sponsoring an individual cyclist or a 

team.”

All funds raised will go to Future2, the foundation 

of the Australian financial planning profession, 

whose grants program has gifted over $150,000 

to charities and not-for-profit bodies working at the 

grassroots to transform young lives at risk through 

social exclusion and financial disadvantage. 

The inaugural BT Future2 Wheel Classic in 2010 

raised $88,000 through a combination of sponsorship, 

fundraising events and individual donations.

“We’re confident there’s enough generosity of spirit 

out there to enable us to reach – and exceed – our 

target,” said Griffin, a keen amateur cyclist and 

former Certified Financial Planner professional.  

“I was inspired by my father, Jack, who followed 

the same route in 1955 on the Daily Telegraph-

sponsored Bourke to Sydney tour,” Griffin added.

“Much of the road then was rough and untarred.  

While roads may be better today they are certainly 

busier and we face the added challenge of taking 

time out of busy lives to do something that’s going 

to be a force for good.”

Wheel Classic Prologue, morning of Sunday 4 September 

The Prologue is a challenge for financial planning 

practices and dealer groups to participate in a 

competitive time trial on a closed circuit in Sydney. 

Teams of four will compete based on individual trials 

around a 2km circuit. The team with the lowest combined 

times will be awarded the BT Future2 Wheel Classic 

Prologue shield.   

Bourke to Sydney, Wednesday 7 – Friday 16 September 

(1251 km)

Orange to Sydney, Monday 12 – Friday 16 September (503 km) 

‘Executive Stage’, Orange to Cowra, Monday 12 September 

(103 km)

‘Home run’ executive leg, Friday 16 September (25 km +) 

Five laps of Centennial Park and on to the finish line in Martin 

Place, Sydney

Register to ride www.future2fundraising.org.au 

For more information www.future2foundation.org.au
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The Future2 2011 Make the 

Difference! Grants are open 

to applications until 2 August. 

If you know of a not-for-profit 

organisation or charity that is 

working with disadvantaged 

young Australians and would 

like to apply for a $10,000 

grant to support its work, 

as an FPA member you can 

support the application. Log 

on to the Future2 website for 

details.

Day  KM
1 Wed 7 Sep 160

2  Thu 8 Sep 131

3 Fri 9 Sep 166

4 Sat 10 Sep 151

5 Sun 11 Sep 40 (rest day)

6 Mon 12 Sep 103

7 Tue 13 Sep 156

8 Wed 14 Sep 169

9 Thu 15 Sep 80

10 Fri 16 Sep 95

Total kilometres 1251

F2 Wheel Classic: The route

Gold 

sponsor

Silver 

sponsor
Peter Bobbin and Roger Simionato on the Crookwell Road 



CHAPTER EVENT REVIEW

REGIONAL ROUNDUP

The Ask an Expert program attracted a record 

176 FPA practitioner members, representing 

most metro and regional centres across the 

country. This year’s volunteers collectively 

answered 170 consumer questions in the 

first two weeks since the program opened. 

The Australian Securities and Investments 

Commission (ASIC) endorsed Ask an Expert 

this year, featuring a link to the service on its 

MoneySmart website.

A number of FPA Chapters held consumer 

activities in their local area in conjunction 

with this year’s Financial Planning Week. The 

Sunraysia Chapter hosted a breakfast with 

Chris Caton which attracted an astounding 145 

attendees. Albury Wodonga Chapter once again 

ran a successful free evening seminar. One 

hundred people attended to hear the importance 

of obtaining financial advice from a trusted and 

professional FPA member. 

Sydney Chapter held its annual financial planning 

Careers Expo, attended by over 120 students and 

other consumers considering financial planning 

as a career option.  The winner of The Apprentice 

– Australia, Andrew Morello, was the keynote 

guest speaker at the event.

Toowoomba/Darling Downs Chapter held two 

events, catering both for local members and 

consumers within the week. Campbell Newman, 

leader of the Queensland Liberal National Party, and 

Michael Barker, Charter Hall Group, gave members 

a local economic forecast specific to Queensland. 

A few days later, consumers were invited to a 

Q&A with panellists representing different industry 

professionals in the investment world, who gave 

attendees various perspectives on getting sound 

financial advice. The net proceeds of this event 

were kindly donated to the Toowoomba Chamber of 

Commerce Flood Appeal.

Several Chapters chose the recent Federal 

Budget as the discussion point for their local 

activity. The Ballarat Chapter held a lunch to 

discuss the Budget and obtain an economic 

update from Perennial’s John Murray, who gave 

his own insights into using shares to build wealth 

for clients. The lunch attracted some new faces 

and pulled in record attendance for the Chapter 

this year.  Sunshine Coast members were 

invited to a lunch with former Australian Liberal 

Party politician Mal Brough, and the Northern 

Territory Chapter Budget breakfast was lead by 

Emmanuel Calligeris, chief investment officer, 

ING Investment Management.

Financial Planning Week 
2011 has once again proved a 
success, with extensive media 
coverage in national and 
regional newspapers, TV and 
radio programs, and online.
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AAMC Training Group

Aberdeen Asset Management

AMP Capital Investors

AMP Financial Planning

APN Funds Management

Aurora Funds Management

Australian Institute of Financial Services and 

Accounting

AXA Australia

BlackRock

Charter Hall

Colonial First State

Commonwealth Financial Planning

EasyDealer 

FIL Investment Management

Fortis Investments

IFA

ING

Invesco Australia

Kaplan

Mentor Education Group

Midura Deakin Rotary

Mildura Development Corporation

Mildura Young Planners Network

MLC Sales

Money Management 

Money Solutions

NAB Capital

Newcastle Permanent Building Society

Northern Sydney Institute TAFE

Onepath

Perpetual

Principal Global Investors

Rankin Nathan Lawyers

Russell Investments

Schroder Investment Management

Tyndall Investment Management

USB Global Asset Management

Vanguard Investments

THANK YOU TO OUR CHAPTER SUPPORTERS

Albury Wodonga FP Week Seminar
1. Bruce Haszard, Neil Evans, David Guy, David Gloury – MLC, Wayne Barber and Ros Curnow.

1
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Sunraysia Chapter FP Week Breakfast with Chris Caton
2. 145 people attended the breakfast.

3. (l-r) Lyn Heaysman, David Treloar, Samantha Murnane, Dr Chris Caton, Stephen Wait, 

Matt Tuohey and Robert Chiswell.

7 & 8. Sydney Chapter Financial Planning Careers Expo

Sunshine Coast FP Week Event - Mal Brough Luncheon
4. From Infocus Money Management – Mike Rawlings, Martine Egan and Luke Jensen.

5. Kenneth Allan, Essential Advice; Robert Dawson, Bob Dawson Consulting; Rebecca Watt.

NT FP Week Event - Emmanuel Calligeris Budget Breakfast
6. Jason Murray, Bank of Queensland; Alex Brown, All Financial Services; Andrew Highman, Bank of Queensland.

2

3

4

5 6

7

8



EVENT CALENDAR
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PROFESSIONAL DEVELOPMENT EVENTS

CPD LIVE & ONLINE
A Day in the Life of an Emotionally Intelligent Planner 

12 July, 12:00pm-1:30pm

In this session, Helen Parker and Wayne Lear will 

explore how to effectively bring emotional intelligence 

(EI) skills to your client relationships, blending the 

latest cutting edge research with extensive industry 

experience. Helen will give you insights and tools 

from academic research on how to build an effective 

emotional orientation for yourself, and achieve lasting 

emotional ‘buy-in’ from clients. Wayne will give a ‘real 

life’ overview of how he has used EI for creating trusting 

and enduring relationships with his own client base. 

You will also have the opportunity to experience 

for yourself some of the latest EI techniques and 

participate in a new Australian research study from 

the Coaching Psychology Unit, University of Sydney.

Value Creation for Fee-For-Service Professionals 

15 July, 12:00pm-1:30pm

‘Value’ is the buzz word being talked about right now, 

in terms of how we identify it and then effectively 

communicate it to your fee-for-service clients. But what 

is it that clients value most? How do you create it? And 

how can you make your clients aware that you have it?

These are questions that are being asked now as we re-

define and re-position the value of our advice proposition.

In this session, Christina Foster from Huthwaite 

will explain what ‘value creation’ now means for FPA 

professionals and how it can help support you to 

transition existing customers and attract new ones to 

the fee-for-service structure.

You will learn about ‘value’ and the steps that 

are needed to ensure you can create it, as well as 

communicate it to your clients.

Christina will also address the meaning of value and 

how clients perceive it, the difference between benefits 

and value, why traditional ways of communicating with 

clients need to change, seeing and articulating your 

own value in a new way, and the steps required to 

create your own unique value proposition.

CHAPTER EVENTS
4 July
Geelong – Member Lunch

7 July
Sunshine Coast – Young Planners Event

8 July
Far North Coast NSW – Member Workshop

12 July
Bendigo – Member Lunch

19 July
Sydney – FOFA Seminar

20 July
Melbourne – Young Planners Evening

22 July
Darling Downs/Toowoomba – Premier Movie Night

26 July
Sydney – Western Sydney Breakfast

27 July
South East Melbourne – Member Breakfast

29 July
Sunraysia – Member Lunch

EVENTS AND PROFESSIONAL 
DEVELOPMENT CALENDAR: JULY 2011

Workshops: Sydney 28 July, Melbourne 29 July

With the Future of Financial Advice reforms 

being a major driving force in the move to fee-for-

service, this will create new challenges for many 

practices in terms of how they approach the client 

engagement and sales process, and successfully 

communicate, engage, and sell the value of a 

fee-for-service business model to clients – both old 

and new.

In this half day workshop, Andrew Chan will 

share with you his knowledge, expertise and insight 

into how to successfully position and engage your 

clients using a fee-for-service business model, the 

challenges you will face, and the preparation you 

will need to get your clients to say ‘yes’ every time.

This workshop will ensure that you are confident 

and prepared to go when engaging your clients 

under fee-for-service.

Successfully Selling Fee-For-Service
FEATURED EVENT

 The FPA congratulates the following members 
who have been admitted as CERTIFIED 
FINANCIAL PLANNER® practitioners.

VIC
Christy D’Souza CFP®

ANZ Bank

NSW
Gregory Smith CFP®

Telstra Super Financial Planning

Janet Horspool CFP®

Jan Horspool Financial Planning

Kay Murton CFP®

State Super Financial Services

QLD
Ian Henderson CFP®

Henderson Matusch

WA
Anjli Shah CFP®

Commonwealth Financial Planning

For more information about 

Chapter events, contact: 

Vic and Tas
Fosca Pacitto – 02 9220 4537 

or fosca.pacitto@fpa.asn.au 

NSW, ACT and WA
Di Bungey – 02 9220 4503 

or di.bungey@fpa.asn.au

Qld and NT
Zeina Nehme – 02 9220 4508 

or zeina.nehme@fpa.asn.au

SA
Vicki Seccombe – 02 9220 4515

or vicki.seccombe@fpa.asn.au



Member Services: 1300 337 301
Sydney office
Tel: (02) 9220 4500 Fax: (02) 9220 4582
Email: fpa@fpa.asn.au
Web: www.fpa.asn.au

FPA BOARD
Chair 
Matthew Rowe CFP® (SA)
Chief Executive Officer
Mark Rantall CFP®

Directors
Bruce Foy (NSW)
Neil Kendall CFP® (Qld)
Louise Lakomy CFP® (NSW)
Julie Matheson CFP® (WA)
Peter O’Toole CFP® (Vic)
Philip Pledge (SA)
Andrew Waddell (Vic)

Chapters
Vicki Seccombe
National Manager – Member Liaison
Tel: (02) 9220 4515 Fax: (02) 9220 4582
Email: vicki.seccombe@fpa.asn.au

NEW SOUTH WALES
MLO: Di Bungey
GPO Box 4285 Sydney NSW 2001
Tel: (02) 9220 4503
Fax (02) 9220 4582
Email: di.bungey@fpa.asn.au

Sydney
Scot Andrews CFP®

Chairperson
Tel: 02 8916 4281
Email: scot.andrews@meritwealth.com.au
Secretary: Stewart Bell
Elixir Consulting
Tel: 0411 988 765

Mid North Coast
Debbie Gampe AFP
Chairperson
Tel: (02) 6583 5811 Fax: (02) 6583 4311
Email: debbie@seachangefinancial.com.au
Secretary: James Seville AFP
St George Bank
Tel: (02) 6583 0755

Newcastle
Mark Reeson CFP®

Chairperson
Tel: (02) 4927 4370 Fax: (02) 4927 4376
Email: mark.reeson@newcastlepermanent.
com.au
Secretary: Jason Kolevski AFP
Trigenre
Tel: (02) 4926 6999

New England
John Green CFP®

Chairperson
Tel: (02) 6766 5747 Fax (02) 6766 5778
Email: ljgreen@tpg.com.au
Secretary: Karen Cox AFP 
PlanPlus Wealth Advisers
Tel: (02) 6761 2099

Riverina
Pat Ingram CFP®

Chairperson
Tel: (02) 6921 0777 Fax: (02) 6921 0732
Email: pat@iswfs.net.au
Secretary: Lisa Weissel CFP®

Evergreen Wealth Professionals
Tel: (02) 6921 7546

Western Division
Peter Roan CFP®

Chairperson
Tel: (02) 6361 8100 Fax: (02) 6361 8411

Email: peterR@roanfinancial.com
Secretary: Toni Roan
Roan Financial 
Tel: (02) 6361 8100

Wollongong
David Richardson CFP®

Chairperson
Tel: (02) 4227 2122 Fax: (02) 4228 1637
Email: david@swafinancialplanning.com
Secretary: Mark Lockhart AFP 
Jam Financial
Tel: (02) 4244 0624

ACT
MLO: Di Bungey
GPO Box 4285 Sydney NSW 2001
Tel: (02) 9220 4503
Fax: (02) 9220 4582
Email: di.bungey@fpa.asn.au
Claus Merck CFP®

Chairperson
Tel: (02) 6262 5542
Email: claus.merck@actwealth.com.au
Secretary: Ian Dalziell
Tel: (02) 6248 7625

VICTORIA
MLO: Fosca Pacitto
GPO Box 4285 Sydney NSW 2001
Tel: (02) 9220 4537 Fax: (02) 9220 4582
Email: fosca.pacitto@fpa.asn.au

Melbourne
Julian Place CFP®

Chairperson
Tel: (03) 9622 5921
Email: julian_place@amp.com.au
Secretary: David Howell 
Ipac Securities
Tel: (03) 8627 1729

Albury Wodonga
Wayne Barber CFP®

Chairperson
Tel: (02) 6056 2229 Fax: (02) 6056 2549
Email: wbarber4@bigpond.com
Secretary: Colleen Peffer CFP®

Bridges Financial Services
Tel: (02) 6024 1722

Ballarat
Paul Bilson CFP®

Chairperson
Tel: (03) 5332 3344 Fax: (03) 5332 3134
Email: paul@woodwardnhill.com.au
Secretary: Craig Smith CFP® 
Mor Financial Planners
Tel: (03) 5333 3202
Email: craig@mor.net.au

Bendigo
Gary Jones AFP
Chairperson
Tel: (03) 5441 8043 Fax: (03) 5441 7402
Email: garyjones@pisb.com.au

Geelong
Brian Quarrell CFP®

Chairperson 
Tel: (03) 5222 3055 Fax: (03) 5229 0483
Email: bquarrell@wheelers.com.au 
Secretary: Ian Boyd CFP®

Wheeler Investment Advisors
Tel: (03) 5222 3055

Gippsland
Rod Lavin CFP®

Chairperson
Tel: (03) 5176 0618 
Email: rodlavin@bigpond.com
Secretary: Terry Kays CFP®

AXA Financial Planning
Tel: (03) 5176 5556

Goulburn Valley
Laurie Pennell CFP®

Chairperson
Tel: (03) 5821 6333 
Fax: (03) 5821 6233
Email: lauriepennell@ozplan.com.au 

South East Melbourne
Scott Brouwer CFP®

Chairperson
Tel: 1300 657 872 Fax: 1300 657 879 
Email: scott.brouwer@outlookfs.com.au
Secretary: Sean Clark CFP®

Austbrokers Phillips
Tel: (03) 8586 9338

Sunraysia
Matt Tuohey CFP®

Chairperson
Tel: (03) 5021 2212
Email: matt@harvestwealth.net.au
Secretary: Robert Chiswell
Trilogy Financial Planning
Tel: (03) 5021 1235
Email: robert@trilogyfp.com.au

QUEENSLAND
MLO: Zeina Nehme
GPO Box 4285 Sydney NSW 2001
Tel: (02) 9220 4508 Fax: (02) 9220 4582
Email: zeina.nehme@fpa.asn.au

Brisbane
Ian Chester-Master CFP®

Chairperson
Tel: 0412 579 679
Email: thechestys@optusnet.com.au
Secretary: Karen Elliot-Smith CFP®

Managed Financial Strategy
Tel: (07) 3391 5055

Cairns
Chapter contact: Zeina Nehme
Tel: (02) 9220 4508

Far North Coast NSW
Brian Davis AFP
Chairperson
Tel: (02) 6686 7600 Fax: (02) 6686 7601
Email: briandavis@josman.com.au
Secretary: Paul Murphy
AdvicePlus Financial Solutions
Tel: (02) 6622 6011

Gold Coast
Matthew Brown AFP
Chairperson
Tel: (07) 5554 4000 Fax: (07) 5538 0577
Email: matthewbrown@josman.com.au
Secretary: David Armstrong CFP®

National Australia Bank
Tel: (07) 5581 2282

Mackay
James Harris CFP®

Chairperson
Tel: (07) 4968 3100
Email: james@brownbird.com.au
Secretary: Bev Ferris
Latitude Financial Planning
Tel: (07) 4957 3362
Email: bev@lfpmackay.com.au

Rockhampton/Central Qld
Chapter contact: Zeina Nehme
Tel: (02) 9220 4508 

Sunshine Coast
Greg Tindall CFP®

Chairperson 
Tel: (07) 5474 1608
Email: greg.tindall@macquarie.com
Secretary: Natalie Martin-Booker 
Greenhalgh Martin Financial Planning
Tel: (07) 5444 1022
Email: natalie@gm-financial.com.au

Toowoomba/Darling Downs
John Gouldson CFP®

Chairperson
Tel: (07) 4639 2588
Email: johng@dp.net.au
Secretary: Paul Ratcliffe CFP®

Tynan Mackenzie
Tel: (07) 4548 0700
Email: pratcliffe@tynmack.com.au

Townsville
Chapter contact: Zeina Nehme
Tel: (02) 9220 4508

Wide Bay
Naomi Nicholls AFP
Chairperson
Tel: (07) 3070 3066 Fax: (07) 4152 8949
Email: naomi.nicholls@cba.com.au

SOUTH AUSTRALIA
MLO: Vicki Seccombe
GPO Box 4285 Sydney NSW 2001
Tel: (02) 9220 4515 Fax: (02) 9220 4582
Email: vicki.seccombe@fpa.asn.au

Adelaide
Carl Wilkin CFP®

Chairperson
Tel: (08) 8407 6931
Email: carl_wilkin@mlc.com.au
Secretary: Barry Strapps
Asteron
Tel: (08) 8205 5332

NORTHERN TERRITORY
MLO: Zeina Nehme
GPO Box 4285 Sydney NSW 2001
Tel: (02) 9220 4508 Fax: (02) 9220 4582
Email: zeina.nehme@fpa.asn.au

Darwin
Glen Boath CFP®

Chairperson
Tel: (08) 8941 7599 Fax: (08) 8942 3599
Email: glen.boath@ridarwin.com.au
Secretary: Marie-Claire Boothby
All Financial Services
Tel: (08) 8981 5900

WESTERN AUSTRALIA
MLO: Di Bungey
GPO Box 4285 Sydney NSW 2001
Tel: (02) 9220 4503
Fax: (02) 9220 4582
Email: di.bungey@fpa.asn.au
Perth
Pippa Elliott CFP®

Chairperson
Tel: (08) 9221 1955 Fax: (08) 9221 1566
Email: pippae@momentumplanning.com.au
Secretary: Steve Dobson AFP 
Mal Dobson & Associates
Tel: (08) 9455 4410

TASMANIA
MLO: Fosca Pacitto
GPO Box 4285 Sydney NSW 2001
Tel: (02) 9220 4537 Fax: (02) 9220 4582
Email: fosca.pacitto@fpa.asn.au

Hobart
Todd Kennedy
Chairperson
Tel: (03) 6233 0651 Fax: (03) 6245 8339
Email: todd.kennedy@mystate.com.au

Northern Tasmania
Kim Harper
Chairperson
Tel: (03) 6331 6459 Fax: (03) 6334 6709
Email: kim@quadrantsuper.com.au

FPA CONTACTS AND CHAPTER DIRECTORY

CHANGES: Please advise of alterations to the list through Vicki Seccombe at vicki.seccombe@fpa.asn.au

DIRECTORY
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INITIATIVE DECIDES
it’s fi nally time to have
a chat with purpose

START YOUR CAREER IN FINANCIAL PLANNING

•  Opportunities to start your career as a Financial Planner

•  Industry leading development program

• Roles located in Sydney, Melbourne, Brisbane 

At NAB, it’s all about our people reaching their full potential. And in Wealth that means transforming talent into leadership.

NAB leads the way in fi nancial planning. If this is your passion, there’s no better place to be.

Whether you’re keen to begin or build your career in fi nancial planning, we have the culture, systems, training and support to 

make you shine.

Mentoring, training, further studies. Trust, freedom, fl exibility. Variety, autonomy, satisfaction. Teamwork, community, 

respect. Everything you need to succeed.

As industry leader, we’re growing fast. So if you seek a long-term fi nancial planning career, we should talk.

For more information contact:

Rhian Macdonald on 03 9208 5323

Job Reference No: FP3

For full job details and to apply visit:
nab.com.au/careers
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