
Within this month’s update, we share with
you a snapshot of economic occurrences
both nationally and from around the globe.

Inflation Jitters

- United States (US) jobs data starts a
correction
- Market rally hard on no news!
- Australia jobs data are mixed

We hope you find this month’s Economic
Update as informative as always. If you have
any feedback or would like to discuss any
aspect of this report, please contact your
Financial Adviser.

The Big Picture 

We ended January on a slight sell-off,
arguably because markets ran a little bit too
hard at the start of the year. But come
February 3rd there was one little number in
the US jobs report that caused a stir.The Big
Picture

Wage inflation came in at 2.9% - not big in
itself, but a little higher than expected.

That caused market participants to reprice
bond yields and equities dived a little more.

A week later, all was forgiven. When the
noise was stripped out of the data, markets
rallied hard again. But then they sold off in
the last couple of days of the month.

The US got a second bite at the inflation
cherry with the mid-February CPI read. Both
versions of the index beat by a fraction so
market volatility started to fluctuate in normal
territory.

We had the local ASX 200 minimally
overpriced in January, so it was no surprise
that our market didn’t fall as far as Wall
Street. And it rebounded sharply!

Our labour force data seemed strong on face
value. But full-time jobs growth plummeted,
while part-time more than took up the slack.
Unemployment is stuck in the mid 5% range.

China produced some stunning trade data.
The commodity boom is far from over.

China is also moving to ‘do a Putin’ by
removing the restrictions on a president
serving for an extended period. President Xi
looks set to be around for at least another 5 –
10 years. Not bad for now but how will the
next generation be introduced? Of course
Australia and the UK have no limits on the
tenure of a PM.

Stock market volatility certainly spiked in
early February but it has already got back to
close to the normal zone.

The fly-in-the-ointment for the next month is
how the new US Fed Chairman, Jay Powell,
handles himself. He faced his first grilling on
Capitol Hill at the end of February.
Commonsense dictates he will try to help the
market slowly adjust to any new scenario he
would like to preside over.

He was quite upbeat on the strength of the
US economy. He emphasised that this
strength has improved since the December
Fed meeting.

The market and the Fed were both pricing in
three rate hikes for 2018. But that Powell
testimony has pushed up the probability of
four rates to 34%.

As new data has come to hand – particularly
on inflation – volatility may again spike. But it
is our view that, at the end of the year, 2018
will be seen as having been good for equity
markets.

Our Reserve Bank seems unlikely to do
much for months – if not for the whole year
and beyond.

It so happens that many high-profile analysts
have called the latest US company reporting
season (February) as “excellent” and the
Australian season that is just ending as
“quite good”.

With global growth converging to a stronger
world economy, and US and Australian
companies predicting a brighter future, 2018
looks likely to be quite a strong year for
investors.

Asset Classes

Australian Equities

Our market was almost flat over the month
but the Healthcare sector was particularly
strong with CSL leading the way. The market
finished February at 6,016 – which is well off
the February low of 5,821.

We have the index priced fairly with above
average capital gains expectations going
forward.

To continue reading please
visit: https://www.infocus.com.au/news/economic-
update-march-2018/

Money Matters March 2018
Welcome to the latest edition of our newsletter.  We hope that you find the following articles to be informative - as we
aim to help you make better financial decisions.
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What does the Great Australian Dream
means for the Aussies of 2018? We asked
some of our valued clients what their goals
are for the year ahead and you might be
surprised at some of their answers…

Own your own property

Yes, you’ve heard this one before – the
stereotypical Australian dream is to own your
own property. However, upon further
investigation, that’s not quite the case
anymore. When we surveyed our valued
clients about this topic we were expecting
property to come up, and with our older
generation of clients it certainly did. Putting
your foot on the property ladder and leaving
the rental world is certainly something to
aspire for in 2018, and comes with the many
benefits of starting a property portfolio and
adding to your personal assets.

However, our younger, Gen Y (millennial)
client base mentioned that owning property
is fast becoming a distant dream, rather than
an achievable goal in the Australia of 2018.

“I think people our age are starting to realise
that owning property right now is quite
difficult, especially with only one income. It
doesn’t mean that we don’t want to own a
property, but for some it’s just not possible
right now”.

It seems that those aged between 18-36 are
struggling to afford property in their desired
locations of Australia.

“Having to save up for a number of years
doesn’t work well for our impatient
generation”

But – it doesn’t have to be like this. Why not
make 2018 your year? Our expert advisers
can help you to reach what may seem
unachievable for now, much more quickly
than you’d expect.

Holiday and relax more often

Finding a balanced lifestyle and spending
more time away from work was another hot
topic with our clients when asked what their
goals are for this year. As time goes on
everyday Australians have become
accustomed to seeing more and more media
attention focused on finding a healthy and
balanced lifestyle, and how to find a ‘work –
life balance’ that suits our needs.

Although there is a lot of advice out there that
claims to help people do just that, ensuring
your finances are in order is a number one
priority if you’re thinking of taking time away
from work or going on more holidays.

“If you take more time off work, you become
more relaxed, but you earn less money, so
begin to stress. It’s a vicious cycle”.

Our financial advice team can help your
money start working harder for you, so that
you can live your life exactly as you please,
without financial burdens.

Retire early

Following on from the theme of leading a
more relaxed lifestyle comes our final
addition to the Great Australian Dreams of
2018, early retirement. Whether you’re
approaching retirement age in 2018, or
you’re only just starting out in your career –
it’s important to plan your finances if you
think retiring early is a desirable lifestyle for
you.

Have you consolidated your superannuation
accounts? Do you have additional savings
and investments to help fund your
retirement? Do you have your money
invested anywhere to help it grow?

If you’re set on retiring early and would like
some assistance, or even if you’re unsure of
whether this is achievable for you, one of our
financial advisers can help to simplify your
situation, and provide you with a multitude of
retirement options.

Whether you know what you want to
achieve this year or not, financial advice
from our friendly team is sure to keep you
on the path to financial freedom.

The Great Australian Dream of 2018
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Background information

When putting away money for a child, many
people invest directly in the child’s name or
on behalf of the child using managed funds
or other options where the investment is held
in the adult’s name ‘as trustee for’ the child.
This usually results in the creation of an
informal trust arrangement. When making a
decision in relation to the appropriate ways
to invest for your children, it is important to
consider the following key thoughts:

What is the purpose of the investment
and the investment time horizon
Have you thought about your tolerance to
investment risk?
What will your ongoing taxation look like?
Do you have a date in mind of when
access to the investment will be opened?
Have you thought about how much
control you’d like to have over the funds?
Do you have much investment
knowledge?

When investing for a child, there are a
number of factors which will determine
whether the income is taxed in the hands of
the minor, the adult investing on the child’s
behalf, or the trustee of a trust of which the
minor is a beneficiary. This can become very
complicated, so it’s important to remember to
talk to your financial adviser before making
any decisions.

Where the income is assessed as being
derived by the child, the rate of tax payable
by a minor depends on a number of factors,
including:

the source of the income, and
personal circumstances of the minor,
including employment status, and
whether or not the person has a
particular kind of disability.

Generally, income earned by a minor is
taxed at special minor rates which are higher
than adult rates, unless any of the above
applies, and either the income is ‘excepted
income’ or the minor is an ‘excepted person’.
Unearned income derived by minors is
generally taxed at the higher minor rate,
except in special circumstances – talk to you
financial adviser for more information on this.

Unearned income

 The higher tax rates below apply to
unearned income, which is generally
passively derived income such as:

interest
dividends
distributions from managed funds, and
distributions from discretionary trusts.

Your investment options  

There are a number of options available to
you if you’re considering investing for your
child. The main options include:

Cash based accounts
Direct Australian Shares
Managed Funds
Scholarship education bonds
Insurance bonds

These are the most common types of
investment, however some alternative
options include:

Superannuation
Additional mortgage repayments

What next?

We understand that investing for children can
be a highly complex financial decision, and
we’re here to help you make the right choice.
If you’re looking to invest on behalf of your
child but don’t know which option will work
best for your personal financial situation, get
in contact with our office for some expert
advice. 

Source: MLC Investments – Technical News,
‘Investing for Children’ 23rd January 2018 

Investing for children
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