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Well it finally happened. We closed above 6000 points on the All Ordinaries on  
1st November — the first time in nearly 10 years since the Australian share market has 
traded at that level. So, should we celebrate? Should we buy? Should we sell?
Possibly none of the above. What we should all do though, is 
take stock of the investments that we have and consider the 
amount of risk involved. 

Most investors will aim to keep a certain amount of their 
portfolio in Australian and international shares, property, 
fixed interest securities and cash. The strong performance 
of share markets (particularly overseas markets) has seen 
the percentage of share exposure in many portfolios grow 
disproportionally to the low risk parts of the portfolio.

Some investors are taking the opportunity to trim the best 
performing parts of their portfolio and top up their levels of 
cash and fixed interest securities.

Fixed interest investments have had a relatively poor year 
to the end of October. The RBA decided to keep the official 
cash rate at 1.50% for the fifteenth consecutive month. 
The 12-month performance of Australian and international 
bonds was 1.64% and 1.92% respectively (Bloomberg 
AusBond Composite Index and Barclays Global Aggregate 
$A Hedged). Hardly exciting returns, however the defensive 
nature of bonds means that returns are inversely correlated 
to shares. In other words, the best returns often occur when 
equity markets flounder. 

International share markets have performed well, the 
MSCI World Ex-Au ($A) produced a 12-month return to 
the end of October of 22%. Many of the actively managed 
international share funds will be showing strong 12-month 
returns also.

The valuation of the large technology based companies 
continues to be one of the greatest mysteries. Only time will 
tell if their future profits will justify the current valuations. 
Here’s a list of the 5 largest companies in the world in 
November 2017. Note they are all American and all 
technology related.

Market Capitalisation

Apple $873 billion

Alphabet Inc. (GOOGLE) $713 billion

Microsoft Corporation $635 billion

Amazon.com $544 billion

Facebook $520 billion

Of the companies above, only Microsoft was a top-10 
stock in 2007. As was pointed out at a recent fund manager 
briefing, the old view of lumping “tech stocks” into a single 
category is an outdated way of thinking. All businesses use 
technology and innovation. The businesses above have just 
done it better than most. The question is; 
which businesses will lead the world in the 
next 10 years.

MARKET UPDATE

LACHLAN HARVEY CFP®

Authorised Representative (227293)
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The caravanning lifestyle…
On a recent camping trip, I got chatting with some caravan enthusiasts and found myself curious 
about the economics of the humble caravan. 
These ‘van’ enthusiasts all had new 

supersized caravans along with new big 

4WDs and had chortled when I apparently 

underestimated (by $100,000) how 

much they’d invested into car and van 

infrastructure (over $200,000 including the 

new shed to house it all). I pondered the 

economics of such a big outlay and thought 

I’d share some numbers.

Now before I upset any die hard vanners, 

I enjoy caravans but sailing is my love, 

which is simply slower, bouncy, floating 

caravanning! Plus infinitely more expensive if 

there’s a hole in the bottom…

The purpose is to work out how much 

you should use your caravan to make it 

financially comparable to just driving and 

staying in motels.

I’ve made some assumptions as there’s 

lots of variables, but I think they’re fair. 

Same 4WD car so same outlay. Same trip: 

Adelaide to Gold Coast with the same 

town stops. I’ve allowed for a modest per 

annum Opportunity Cost and Depreciation 

(arguably too modest in favour of vanners 

but they do hold their price well). 

I haven’t taken into account the 

subjective factors of just walking in the door 

of a motel vs setting up a van and enjoying 

the diverse vanning community. These are 

all personal preferences that you can’t put a 

price on per se.

Of course I’d welcome your feedback. 

Here’s what I found:

If you have a Deluxe Caravan costing 

around $100,000:

● A 20 day jaunt from Adelaide to the 
Gold Coast return including 4 nights 
on the G.C. was about 3 times more 
expensive in a caravan than motels, if you 
just did that trip once in a year.

● If you did that trip twice in one year, 
the caravan option would still be almost 
double the cost of the motel option.

If you have a Modest Caravan costing 
around $40,000:

● The same 20 day trip is only around 45% 
more expensive than the motel option.

● However, do it twice in 1 year and the 
caravan option is about 27% cheaper 
than motels.

This left me wondering, how many nights 
away for that same trip would it take for 
each caravan option to be the same cost as 
taking a motel?

For the modest caravan, it worked out as 
about 33 nights away. For the more deluxe 
option, you would need to be away for 78 
nights.

The moral of the story is not that you 
should do one option 
over another but rather if 
you have a caravan, then 
plan a great trip, get out 
there and enjoy it!

Catering for Christmas on a Budget
Whether Christmas fills you with festive spirit, 
or you’re leaning more towards grinch, there is 
one thing that many of us have in common… the 
desire for Christmas to cost less. 
The festive season can make a big dent in your wallet. You might 
consider sharing the catering between family members, but if 
it’s your turn and there’s no avoiding it, here’s some ways to do 
Christmas lunch on a budget. 

Prawns as an entree on Christmas day have become somewhat 
of an Aussie tradition. Prawns are expensive most of the year, but 
the price goes up considerably before Christmas. Consider replacing 
the prawns with a vegetarian option using fresh seasonal vegetables 
or incorporating prawns into your entrée, such as prawn spring rolls 
or dumplings, which can be prepared in advance and will need less 
overpriced prawn meat to satisfy your guest’s appetites. 

A whole turkey can cost an arm and a leg and unless you’re 
catering for a lot of people, it’s likely you’ll be eating leftover 
defrosted turkey for the coming months. Consider buying a smaller 
cut of turkey or making roast chicken or pork instead, with plenty of 
salads or roasted vegetables on the side. 

Forget Christmas pudding, for dessert you can’t go wrong with 
a trifle, tiramisu or pavlova. All are inexpensive and easy to make 
and will be a huge hit on the day. Mix up some tasty mocktails, iced 
tea or punch to reduce on the cost of alcohol consumed by thirsty 
relatives. 

And don’t forget to prepare in advance and write down your 
menu. Review online supermarket catalogues to find specials for 
non-perishables that you can buy early. The sooner you start 
planning, the sooner you can start saving towards the day. 

Some of our clients already know that I’m a self-confessed ‘foodie’ 
and in the lead up to Christmas I’ll be sharing some of my favourite 
recipes on my Facebook page Diverse by Michelle Sanchez — I’d love 
for you to pop by and take a look!

Merry Christmas!

MICHELLE SANCHEZ-MCCALLUM 
Authorised Representative

(325471)

WILL CHAPMAN DipFS(FP)

Authorised Representative (311745)
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Reverse Mortgages 
Good or Bad?

Reverse Mortgages have become increasingly popular in recent years. But 
is it an appropriate strategy for retirees? For those unfamiliar with Reverse 
Mortgages it is a way of allowing homeowners to access some of the equity in 
their home. You can borrow against the value of your home and do not have to 
make repayments (unless you want to). 
The outstanding loan accrues interest which compounds each year and increases the outstanding debt. As a 
general rule the debt does not have to be repaid until death occurs or the home is sold. There are obviously 
other conditions to the loan but in most cases the outstanding amount will never exceed the value of the 
property. That is an attractive feature that is often overlooked. Interest rates are usually around one percent 
higher than normal variable interest rates, and if interest rates increased significantly in future it is possible that 
the loan amount may exceed the value of the home, but you are protected. The lender can never claim more 
than the value of the home.

If you look at the diagram below you can see an example of how high the debt can become but if the value of 
your home is only $500,000 for example there is no requirement to fund the difference.

As I asked earlier is it appropriate? Well, not for everyone. It appears from surveys that many retirees have 
no idea how much the loan could eventually grow to. Some people have borrowed the money and then put it in 
a Term Deposit. That’s not wise. Getting advice is paramount. My simple view is that they are a great option in 
the right circumstances and that is usually when retirees run out of money. I can’t see the point in taking one out 
when you still have accessible funds. But again some people may have their reasons. 

If you run out of money what generally are your options, particularly if you are struggling to maintain your 
home? Sell the home? Borrow from the family? Return to work? (not desirable I would think). Or release some 
of the equity in your home?

If it can give people a little bit more comfort or enjoyable lifestyle in their latter years then why not. If you 
are suffering because you want to preserve the estate value for your children to receive, I 
suggest you talk to them about it. You may find they want you to consider it. They should 
certainly not be used (generally) to assist others financially. That is fraught with danger. And 
please don’t use them for gambling habits, or frivolous spending. But they have their place 
and they can solve many problems but seek professional help. 

JOHN OLIVER CFP®

Director
Authorised Representative (No 227298)
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New Year’s Resolutions 
boost your finances in 2018

I’ll be honest — I’ve never ever been a 
great one for New Year’s resolutions! 
But on 31 December 2016 I decided that I would cut out 
sugar from my (often several daily) coffees. I figured that 
it might help my overall health and well-being — and that 
within a week or two the teaspoon of sugar will be back 
into my coffee. Does that sound ‘normal’? Start the New 
Year with the best of intentions and then fall back into 
old habits pretty quickly?

What about your finances? Have you ever set some 
financial New Year’s resolutions?

I thought I’d offer a few simple “New Year’s 
(financial) resolution” suggestions as the New Year 
rapidly approaches that you might like to consider:

Reassess your insurances: As/when your home, car, 
contents insurance policies come up for renewal don’t 
just keep paying with the same insurer. Take the time to 
get some quotes from other insurers and make sure the 
deal you are getting is the best for you. Compare the 
features and prices offered — you never know, you may 
be able to get the same (or better) coverage for a lower 
price;

Set your financial goals: It’s been proven that if we write 
our goals down, we are more likely to achieve them. 
Start the year with a clear plan of action, work out what 
financial goals you want to achieve and then break them 
down into realistic steps that will get you there. Take the 
time to review your overall financial position at this time 
too — assets/liabilities/investments/super/etc;

Rejuvenate your home loan: The new year is a great 
time to stop and reassess your home loan — its interest 
rate, fees and features. Do some comparisons with 
other loans that are available, and ask your lender if they 

can give you a better deal than what you currently have. 
Don’t be afraid to consider switching lenders, but make 
sure the costs don’t outweigh the benefits;

Boost your savings plan: Do you have a particular 
‘something special’ planned for 2018? Maybe a holiday, 
upgrade the car, or just build an emergency savings fund? 
Whatever it is, NOW is the time to get your savings 
going! Find a high interest savings account that is easy to 
deposit into, but hard to withdraw from. You’ll achieve 
your goals much faster if you can not easily dip into the 
savings when you’re out shopping or having a good time;

Debt — Demolish it! If you have debts that are leaving 
you feeling burdened by them, make additional payments 
and get it out of the way. Those higher-interest personal 
loans and credit cards are sometime just ‘in the way’. 
And imagine what you’ll be able to do with the money 
you currently spend of repayments;

More bang for your buck: Maybe your debts are under 
control and you have some savings, is now the time to 
get your money working harder for you? Now might be 
the time to think about investing. Build up your financial 
knowledge and make sure you never invest in something 
that you don’t fully understand. And remember, never 
invest in something that “if it sounds too good to be 
true, it probably is”.

And by the way, I still don’t have sugar in my coffee!

Happy New Year!

Congratulations Brenton!
We were thrilled earlier this month when after a lengthy nomination and voting process,  
Goldsborough Adviser and colleague Brenton Miegel was nominated as one of the Financial Standard’s  
Power50 — The 50 Most Influential Financial Advisers in Australia. This is a huge credit to  
Brenton and his passion for both the financial planning industry and his clients.

BRENTON MIEGEL CFP®

Authorised Representative (227297)
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Fixed Interest Investing  
within your portfolio

Many clients ask about fixed interest and what makes up a fixed interest investment. 
Most clients have a basic understanding of shares, property and cash but not so much 
the components of fixed interest. Especially when they see a negative return within the 
defensive side of their portfolio. 
When this happens clients tend to wonder why their 
defensive allocation isn’t invested solely in cash and term 
deposits.

Fixed interest is made up of mainly;

● Corporate bonds

● Government bonds

● Semi-government bonds and

● Debentures.

When a company or government needs money, other 
than borrowing from a bank they can issue bonds which can 
then be purchased on the money market. 

So from a client’s perspective a fixed interest investment 
is purchasing a bond or in other words lending money to 
these organisations with interest paid at set intervals with 
the principal paid back at maturity. 

The level of return from fixed interest is determined by two 
main criteria. 

First is the capacity of the issuer to repay the 
funds which is demonstrated by their credit rating 
(eg AAA through to Junk bonds). For example, if 
the issuing organisation has a lower credit rating 
then they will need to offer a higher interest rate 
to compensate for the increased risk that they 
may default at maturity. For example, the US 
government issues bonds at lower interest rates 
than the Greek government.

The second is the duration of the term of the 
investment. A fixed rate bond has a set term of 
repayment and as you can trade the bond on the 
market interest rate changes will effect the price 
of the bond. If interest rates fall then the price of 
the bond will rise as investors will want to hold the 
bond paying a higher rate of interest. Likewise, if 
interest rates rise investors will be more interested 
in purchasing newer bonds. 

Due to the large size of these investments it is hard 
for retail clients to access them directly with a diversified 
exposure. Our clients usually access fixed interest 
investments through units held in managed funds. The fund 
managers have the size and the professional skills to diversify 
across a variety of these investments. They take into account 
the issuer’s credit risk, the market and currency they 
operate in and then monitor the duration of the bonds they 
hold in the portfolio.

Fixed interest investments tend to offer differing returns 
to shares and property which is good for diversification in 
a clients portfolio. They are also liquid and usually lower 
risk than shares and property but slightly higher than cash 
which is why they generally provide higher returns than cash 
and term deposits. Sharp unexpected rises in interest rates 
however can cause a negative return in fixed interest which 
is why for short periods of time cash can outperform.

If you have questions about the role of fixed interest 
investments within your portfolio, I’d encourage you to 
speak with your adviser.

SAM MARTIN  
CFP®

Authorised Representative (252676)
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UPCOMING 
seminars

2018
TUE 9 JAN
TUE 13 FEB
2.30pm and 6.00pm

Retirement &  
Redundancy

A must for those approaching 
retirement, taking redundancies  

or experiencing income  
difficulties in retirement

Goldsborough can help relieve  
your financial worries.

Bookings essential 
Telephone 8378 4000

or online at  

www.goldsborough.com.au
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Goldsborough is 
a referral based 

business
The biggest compliment any client 

can give us at Goldsborough is 
the referral of a friend, relative 
or business associate who could 

benefit from our services.

As an indication of our appreciation 
for the referrals that we receive 

from our clients, we have instituted a 
quarterly draw where the names of 
the referring clients for that quarter 

are put in a box and one is drawn out.

The winner of the 
draw receives a 

$100 shopping 
voucher!

We have pleasure in announcing 
the winner of our ‘Referrers 

Award’ for the December 2017  
quarter is Martin Wells — 

congratulations Martin, your 
voucher is on its way.

The importance of  
reviewing your insurance
Having the right levels of life, disability and trauma insurance 
provides peace of mind that your lifestyle can be maintained if 
an unforeseen event occurs. 
If you’ve taken the first step to put insurance cover in place, it’s equally important to 
review your insurance on a regular basis. Set out below are some points to consider to 
ensure that your insurance remains aligned with your goals and circumstances.

Changes to your financial position
For most of us, our ability to earn an income is our biggest asset. As we earn more 
money we become accustomed to a more comfortable lifestyle, and it’s important that 
your insurance takes this in to account. A change to your occupation category may allow 
a reduction in premium rates, or a review of your waiting period may be required to 
reflect accumulated sick leave and holiday pay. 

In addition, debt levels should always be accounted for to ensure that insurance and 
assets will cover liabilities and lifestyle needs. 

Changes to your family situation
Life events such as marriage, divorce, birth of a child, or children finally leaving home, 
will usually require an adjustment to an individual’s insured levels. 

Product pricing and benefits
The insurance industry is very competitive, and insurers may reduce their pricing to 
capture different segments of the market. In the last few years, a number of insurers 
have introduced discounts for members with a healthy height/weight ratio, discounts on 
gym memberships (and even flights) for keeping active, and discounts for family member 
groups.

Product definitions
Insurance companies regularly review and upgrade their policy definitions to provide 
better coverage. Unfortunately, these improvements are not always passed on to 
existing policy holders, so a move to the current product may be required. When a 
policy is initially issued it may have included exclusions (medical or sports) 
or premium loadings that may be able to be 
removed.

So, if it’s been sometime since you reviewed 
your insurance, or if you are yet to put cover 
in place, now is a good time to catch up with 
your adviser for a review.

CRAIG KIRKWOOD 
ADFP

Authorised Representative 
(401525)

A word from Chris @ Reception
It’s now my time to start looking at retirement and in doing so I will be 

working 5 days a week with shorter hours next year from February. 

As I plan to “hang up the boots” at the end of 2018 I’m hoping that over the 
next 12 months I will have a chance to say goodbye to all the clients I have 

come to know over the last 13 years.


