SUPERANNUATION
FUND RETURNS 2011?

Yesterday, | spoke to a long term client and good friend of mine (let’s
call him Gary) and he voiced his concern about the Australian Stock
Market continuing to perform poorly. | referred back to my last bulletin
(which was written in early July 2010) and | noted that the ASX 200 had
closed on that Friday at 4396 points. A quick check on my iphone and |
was able to see that the ASX 200 was trading yesterday (June 8th
2011) at 4536 points. This means that in the past 11 months, the

ASX 200 Index has grown by 3.2 per cent.

You will often read (in my bulletins), my reference to the ASX 200. To the uninitiated, “The
S+P/ASX 200 index is a market capitalisation weighted and float adjusted stock market
index of Australian stocks listed on the Australian Securities Exchange from Standard and
Poors. It was started on March 31st 2000 with a value of 3133.3 equal to the value of
the All Ordinaries at that date. The ASX 200 reached 6000 points for the first time on
Thursday February 15th 2007.

Market capitalisation weighted means that a company’s contribution to the index is
relative to its total market value ie. share price x number of tradeable shares.”
(reference Wikipedia).

Now let us look at the return on Gary’s superannuation fund from July 1st 2010 to June
8th 2011. It was actually 10.1 per cent, which is an extremely good result in these volatile
times. | might add that the 10.1 per cent was after all fees and charges, so why the big
difference from the ASX-200 index?
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Firstly, Gary does not have all his money invested in the Australian Share Market.
He has chosen to diversify and take some risks as well as review on a regular
basis. Gone are the days when an investor with a substantial amount of money
to invest, should “set and forget”. For example, Gary currently has 40 per cent
of his funds invested in the Australian Share Market, but half of that is in
specialist funds such as Resources and Small Companies. He decided to place a
substantial amount of his International allocation into Global Property 2 years
ago and this decision has provided great returns. With the high Australian dollar,
he recently made a decision to move some of those funds across to
International shares. It is a risky move, but let’s see what happens in the next
year or so.

| might add however, that Gary has over 32 per cent of his total funds invested
in conservative funds, such as cash, fixed interest and mortgages.

So, where to from here? We are living in a world that has “gorged at the

trough” for far too long and that includes the Governments of the developed
economies, such as United States and many European Countries. We all know people
who have borrowed far too much to fund extravagant lifestyles and ultimately end up
suffering the stressful situation of not being able to meet their commitments

A year ago, | said that many of the “so called” developed economies will have to
face up to the fact that they need to slash welfare entitiements, reduce their
public service sectors and increase consumption taxes. | can’t see this happening
and the situation is getting worse.

Yesterday, the following headline in the Herald Sun caught my eye:-

“Rack and Ruin” Shoppers poised to deliver worst sales results in 20 years. It
went on to say that struggling retailers are poised to suffer their worst
performance in 20 years, as frugal shoppers further tighten the purse strings.

If we are tightening our purse strings, what are we spending our money on? Is it
our mortgage, vehicles, credit cards and other debt commitments? Or are we
saving for another rainy day? We have had the $900 per person fiscal stimulus, the
Education/School spending, the pink bats, the first home owners grants and now %/
that money is gone and our Government has a federal debt of around $194

billion, there might be some belt tightening needed all round.

Now, more than ever, it is important that you discuss your investment strategy
with your financial adviser and if you have even the slightest query, you should
feel comfortable enough to call and discuss, just like Gary does.

Bernie Toohey, Editor
FChFP. CIP.

Note: The views expressed in this bulletin are clearly those of the editor and in no
way constitute any form of financial advice.

“We pride ourselves on being there for our clients whenever
they need us, so if you have any areas of concern that you
would like to discuss, please call our office.” _
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