
 

 

 

 

 

 

 
 

 

Welcome 
to the Autumn 2015 edition of Wealth News 

The newsletter exclusively for AGS Personal clients

WEALTH NEWS

Interest Rates 101.
A step by step explanation of what 
has been affecting interest rates. 

What is financial advice? 
Why having a good financial 
planner is important in uncertain 
economic times.

When can you afford to retire?
 A little planning now could make a 
big difference at retirement. 



 

 

 

 

 

 

 
 

 

This article gives a simple step by step 
explanation of what has been affecting interest 

rates in Australia over recent years and how this 
flows on to mortgagees.

There is much talk about what the Reserve Bank of 
Australia(RBA) will do at its next monthly board meeting. 
Although the Board has a full agenda, the one item most 

economists and mortgage-holders eagerly anticipate is the cash 
rate decision. Up, down or no movement?

The official cash rate is now 2.25% after the RBA reduced it even further 
in the hope of stimulating the economy. Will this push more people into 

property investment or encourage more to fix the mortgage at a lower rate 
not knowing what the future will bring?

Before you start phoning up real estate agents or making changes to your current 
mortgage, it’s good sense to understand what has driven the interest rate consistently 

down since 2011 so you can make an informed decision.

Inter�t Rat� 101

What is affe�ing our inter�t rat�?
Australia emerged from the Global Financial Crisis 
(GFC) a relatively strong economy, especially compared 
to the US, UK and much of Europe. To ensure our 
inflation didn’t get out of control, the RBA steadily 
increased interest rates until November 2010, holding 
them at 4.75% until November 2011. 

However, the global economy continued to grow only 
moderately throughout 2012 and this, along with a 
declining CPI result in Australia, gave the RBA’s Board 
good reason to recommence reducing rates in early 
2013. 

A couple of months later, with very little change in 
growth across the major western economies combined 
with continued lower key commodity prices in Austra-
lia, the Board reduced the cash rate to a new low of 
2.75% hoping it would stimulate sustainable growth. 

By August 2013, little had changed forcing the RBA 
Board to apply yet another reduction, this time to a 
remarkably low 2.5%. 

With the cash rate at such a low level, it might be 
a good time to shop around for a better deal. 
Lenders don’t always pass on the RBA cuts, and while 
you may be on a lower rate than before, it may no 
longer be competitive in the market.

Exit fees were abolished in July 2011, so the power 
is in your hands. The mortgage broking team at AGS 
are ideally positioned to compare lenders and find 
you a more competitive rate – call us today.

Is it time?

Although that move stirred the sleeping giant and 
attention to property started to return; it wasn’t fast 
enough. With inflation falling below 3%, the RBA 
further decreased rates to just 2.25% in February 2015.



 

 

 

 

 
 

 

This article describes why having a good financial planner 
is important in uncertain economic times – or any time really!

What is Financial Advice?

• Setting goals. This process helps you decide 
where you want to go in life. A skilled financial 
planner can assist you to identify your financial 
goals, prioritise them and understand the steps 
required to turn your vision into reality. 

 By knowing your goals and timeframes, it’s 
easier to see where to concentrate your efforts. 
You'll also quickly spot the distractions that 
would otherwise take you off course.

• Getting a financial plan started. Developing a 
written plan with a clear emphasis is critical to 
achieving your financial objectives. Your planner 
can also provide budgeting and debt management 
advice to help you start creating wealth without 
the costly anchor of “bad” debt. Protecting your 
future dreams with appropriate insurance is 
another key aspect your planner will manage.

 

 

Financial planning is about establishing a long-term strategy to secure 
your financial future with the lifestyle and living standards you desire. 
The value often goes beyond dollars and cents. It can be the peace of mind 
and security that comes with being better prepared for the future. Once you've 
started a relationship with a financial planner you will quickly see that they add 
value to your circumstances by helping you in a number of ways.

• Maintaining a diversified portfolio. Every financial planner 
is required by law to take a client’s risk tolerance into 
account as part of their personalised financial plan. 
Diversification is another important tool for managing risk.

 This means that the advice given and any investments 
recommended as part of that process are suited to your 
specific needs and risk level. And these will change to 
meet your circumstances as they vary throughout life. 

• Being there over the long term. Going your own way 
is rarely the best option. Most people don’t have the 
background knowledge to feel confident about making 
investment decisions that will have a large bearing 
on their financial future. Keeping up with all of the 
legislative changes and new investment offers is also 
an onerous task. Your planner will be there to guide 
you on your path to financial independence and ensure 
your plan remains relevant and on track.

While investment magazines and subscription services can provide very useful information, they 
are often written by journalists with a general grounding in financial concepts but who are not 
looking at the big picture. A financial planner is trained to take into account all legislative and 
strategic implications to ensure you receive the best advice possible... and this training is ongoing.

Your financial plan is not a one-off, set-and-forget arrangement. Just as life has its many twists 
and turns your plan must be flexible and adapted to your needs at any point in life. 

AGS Financial Group provide personal financial advice to many of our corporate superannuation 
members. If you would prefer to have a qualified, experienced and licensed financial planner 
work together with you on achieving your financial goals, give us a call.

How can a �nancial planner help?



 

 

 

 

 

 

 

 

Some people hope for the best rather 
than plan for the best. A little planning 

now could make a big difference at retirement. 

When can you afford to r�ire?

Start with a ballpark calculation of your 
retirement needs. One rough rule of thumb 

is that you can retire comfortably on about 75% of 
your pre-retirement income. Another is that every 

$100,000 invested will provide a sustainable $5,000 
per annum in income. 

Say your salary is $60,000pa. This scenario suggests 
a retirement income of $45,000pa with $900,000 in 

capital to support it. Of course, you could aim for less 
savings and run down your capital over time.

If you are an employee, your employer will contribute 
9.5%pa into your super fund. A salary of $60,000pa 

will provide net contributions of about $4,845pa (after 
superannuation contributions tax of 15%). 

Your retirement planning will depend 
on the lifestyle you require, the 

savings you accumulate and the age 
at which you retire. 

Some retirees expect to live well in 
the first years of their retirement and 
live solely on the age pension in their 

later years. Others expect 
to supplement their savings with 

an inheritance. Some expect 
to downsize their family home or 
redraw the capital in that home. 

But you have to recognise that the 
Age Pension is only intended to 

ensure you do not go hungry – on its 
own it certainly will not provide for a 

luxurious lifestyle.

Start thinking about your own 
retirement plans then talk to us 

about designing a long-term strategy 
to suit your needs... now, not later.

What about 
the Age Pension?

Do you need to save more?
We show in the table below savings that are needed 

to reach $100,000 in either 10, 20 or 30 years 
if starting from scratch. If you need to save say 

$300,000, then treble the annual savings required.

 

Investment earning rate 
above inflation

2% pa

4% pa

6% pa

*  The table ignores tax benefits, tax costs and market volatility. 

Annual savings rate in today’s dollars 
for each $100,000 in today’s dollars*

10 years 20 years 30 years

$9,132 pa $4,116 pa $2,464 pa

$8,329 pa $3,358 pa $1,783 pa

$7,587 pa $2,718 pa $1,265 pa

 
Having Enough



 

 

 

 

 

 
 

 

 Inv�tment Update 
April 2015

2015 so far has had a strong start, albeit with some volatility. Sharemarkets 
overseas and at home have delivered sound gains, and international 
equities have had an added boost from the falling aussie dollar.

(With thanks to AMP Capital Investors and MLC Investments Limited)

What were the key factors 
driving global markets?

There has been a good deal of divergence 
between the performances of the major markets. 
Japanese and European markets performed well, 

while share prices in the US and UK lost 
ground through March. 

The actions of the world’s major central banks 
remain crucial. US markets are grappling with the 

likelihood of higher US official interest rates over 
the coming months. The European Central Bank 

kicked off its quantitative easing (QE) program 
and the Bank of Japan’s QE program is ongoing. 

The good performance of share markets in Europe 
and Japan comes at a time when the financial 
woes in Greece haven’t been resolved, and the 

Japanese economy isn’t faring terribly well.

The bottom line is that the stance of monetary 
policy globally, the extraordinarily low level 

of interest rates, and QE programs outside of 
the US, are continuing to provide support 

for global share prices.

Australia: Expect further
 rate cuts and a lower dollar

he basic story in Australia right now is that the mining boom is winding 
down. National income has taken a hit as the demand for our main exports – 

particularly iron ore and coal – have fallen. This has been compounded by 
a collapse in energy prices. All of these things are weighing on the economy.

Australia’s central bank has
done its part to stimulate growth

The Reserves Bank of Australia (RBA) has been attuned to the issues 
of growth in Australia; that we need to get the non-mining part of the 

economy going again like housing, tourism and retailing. It’s done its part 
by cutting interest rates, which has led to a pick-up in the housing sector 

and stronger flows into retailing. As such, we have not gone into recession, 
but the economy is still lagging (growing at a pace of around 2-2.5% 

which is well below its long-term potential). In response, the RBA has 
indicated that it has an easing bias and may consider cutting rates further 

in the months ahead.

Expect a lower Australian dollar

We believe that the Australian dollar remains overvalued and 
whilst there may be some short-term bounces along the way, 

the dollar is likely to head towards $US0.70 and possibly lower 
in the period ahead. 

Final thoughts 

With the mining boom winding down, it’s understandable why 
the economy is going through a slower patch. Just bear in 
mind, it’s not collapsing, but it still needs some stimulus. 

Ultimately, we believe that the Australian economy is likely to 
pick up as we go through into 2016.

Economic indicators – 3 April 2015

 1 Year %, excluding dividends

Australia: ASX 200 9.0

Japan: TOPIX 28.6

UK: FTSE 100 2.8

US: S&P 500 9.4

Australia:  Current @ 3 April

AUD / USD  0.7633     

Official interest rates % 2.25

10-year bond yield % 2.41



 

 

 

 

 

 

 
 

 
AGS Financial Group Pty Ltd is an Authorised Representative of AMP Financial Planning Pty Ltd ABN 89 051 208 327, AFS License 232706
Accounting, taxation, and business advisory services are provided by AGS Accounting and Business Services Pty Limited ABN 11 126 260 115.    

Disclaimer
AGS Financial Group Pty Ltd, ABN 70 093 990 946, trading as AGS Financial Group, are authorised representatives
of AMP Financial Planning Pty Limited ABN 89 051 208 327 (Australian Financial Services Licence No. 232706).
Any advice in this newsletter is general in nature and does not take into account your personal objectives,
financial situation or needs.
Accordingly, you should consider the product disclosure statement for any product and your own objectives,
financial situation and needs before acting on this information and before acquiring a financial product.
You can obtain a copy by contacting us on 02 9966 8188.

AGS Financial Group 

• Financial Planning
• Accounting Services
• Mortgage Advice
• Retirement Planning
• Wealth Management
• Self Managed Superannuation
• Wealth Protection
• Estate Planning
• Business Consulting
• Corporate Superannuation

12-14 Falcon St. Crows Nest NSW 2065
T: (02) 9966 8188 or 1300 665 182
L1, 34 Banksia Rd. Caringbah NSW 229
T: (02) 9525 0766

Level 10, Tower 4,  World Trade Centre
611 Flinders St. Melbourne VIC 3005
T: 1300 665 182
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