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OPTIMISING YOUR  
RETIREMENT INCOME

For example, let’s assume John, who is age  
60, will be retiring after 1 July 2007 and needs  
an annual income of around $45,000. He is 
wondering should he generate his retirement 
income by starting a superannuation pension, 
from his bank account or from a balanced 
investment portfolio outside of superannuation?

For many, commencing a superannuation  
pension will be the optimal choice. Based on  
the proposed new superannuation rules, all 
money withdrawn will be tax-free for those  
aged 60 or over. Additionally, investments are  
in a tax-free environment in the pension phase.
However, if John’s retirement income were drawn 
from a balanced investment portfolio outside of 
superannuation, he would pay tax on investment 
earnings and on capital gains withdrawn. 

Funding retirement from a bank account is 
probably the least favourable scenario. Not only 
because the earnings may be less than the above 
investments, but also because 100% of the 

income is assessable and John may need to 
drawdown more capital, depleting his  
investment sooner. 

Given that any tax paid is effectively eroding  
what could be utilised in retirement, commencing 
a super pension may provide considerable relief.

Everyone’s situation is different, so speaking  
with your Financial Adviser can help determine 
whether your retirement funds should be in 
superannuation, outside of superannuation or  
a combination of both. 

Determining the best way to generate the level of income required 
for retirement is no easy feat. Often this will involve withdrawing 
some investment capital along with investment earnings to generate 
the income a retiree may need. 
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Note: Example is based on a Balanced Super Pension and Investment Portfolio earning 7.5% return and 30% is invested in fully 
franked dividends, Interest rate on bank account is 5.5%, Medicare Levy of 1.5%.

Investment Portfolio Bank Account

NET INCOME

RETIREMENT INCOME
Superannuation Pension vs Investment Portfolio vs Bank Account
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BOOSTING YOUR  
SUPER BY 30 JUNE 2007

TAX-FREE SUPER FOR THOSE 
AGED 60 AND OVER  
At present the amount of tax payable when  
you withdraw super depends upon whether  
you make a lump-sum withdrawal or receive a 
pension, your age and the ‘type of money’  
being withdrawn. 

From 1 July 2007, this will be simplified. Super 
withdrawals and pension payments (from taxed 
superannuation funds, like the Fiducian 
Superannuation Service) will be tax-free for  
those aged 60 or over. However, for those  
under age 60, tax will continue to apply on  
any benefit withdrawn.

AFTER-TAX CONTRIBUTIONS   
Before the 9 May 2006 Federal Budget there was 
no upper limit on the amount that could be 
contributed to super after-tax. Based on the 
proposed announcements, an annual cap exists 
on the amount that can be contributed (see note 
box) from 9 May 2006. After some discussion the 
Government agreed that for a short period,  
until 30 June 2007 the cap would increase to 
$1,000,000. Note, breaching these limits could 
mean paying an additional 46.5%* in tax.

BEFORE-TAX (SALARY 
SACRIFICE) AND EMPLOYER 
CONTRIBUTIONS   
Currently, age-based limits generally restrict the 
amount that can be contributed to super  
before-tax. The older you are, the more you can 
contribute. Any amounts contributed over your 
age-based limit are not deductible to your 
employer. Therefore the only disadvantage to  
you was that your employer might not have 
allowed you to contribute any extra money to 
super before-tax.

From 1 July 2007, based on the proposed 
announcements, a ‘Flat Dollar Limit’ of $50,000 
will apply to all before-tax contributions 
(including company contributions). In addition,  

the responsibility and consequences of not 
remaining within the limits will be borne by you 
and not your employer. Breaching these limits 
could result in paying an additional 31.5%* and 
then 46.5%* in tax. 

If you are heading towards retirement it would be 
wise to speak to your Financial Adviser to see 
how you can benefit from these changes.

*Includes Medicare Levy of 1.5%

During the May 2006 Federal budget, Peter Costello announced a number 
of sweeping superannuation changes that have been subject to quite a bit 
of discussion over the last 11 months. Importantly, whilst a number of the 
proposed changes are yet to be finalised, there are some opportunities 
that will no longer be available after 30 June 2007.

Broadly, the main changes centre around super benefits becoming tax-free 
for those aged 60 and over and changing the amounts that can be 
contributed to super – after-tax contributions (undeducted) which will be 
effective immediately and before-tax contributions from 1 July 2007. 

 “Wise men 

       make more 

   opportunities

     than they find.”
                    Edward de Bono 

BEFORE 30 JUNE 2007 

1.  Can you boost your super by making  
after-tax contributions – up to $1million to 
30 June 2007? 

2.  If you have more than one employer, you 
may be able to invest more than your  
age-based limit – up until 30 June 2007 
contribution limits is an employer concern. 
Therefore, two employers means two limits.

3.  Consolidating super for those with super 
entitlements before 1 July 1983 can help to 
maximise your tax-free benefits if you’re 
eligible to retire before 60; or for Estate 
Planning purposes.

AFTER-TAX CONTRIBUTION LIMITS 

1.  Maximum of $1,000,000 from 9 May 2006 
to 30 June 2007 

2.  From 1 July 2007 a maximum of  
$150,000p.a. If you’re under age 65 there is 
no work test. Those aged 65 or over but 
under 75, must satisfy a work test of 40 
hours in 30 consecutive days.

3.  Those aged under 65 will have the option to 
‘bring forward’ an additional two years of 
contributions. 

BEFORE-TAX CONTRIBUTIONS LIMITS 

1.  After 1 July 2007 a Flat Dollar Limit of 
$50,000 applies.

2.  A concessional limit of $100,000 is available 
for those who are aged 50 or over, up until 
30 June 2012.
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IS THE GLOBAL  
ECONOMY GOING TO 
SLOW DOWN THIS YEAR?   
The world is currently enjoying its fourth straight 
year of strong growth (around 5% per year).  
While not all regions are booming, much of the 
developing world certainly is, including China 
(growing at close to 10% per year), India (over 
7%) and much of Eastern Europe (over 6%).   
The advanced economies though have to pull 
their weight, as they provide the major export 
market for the productive output of the 
developing world. No advanced economy is more 
important than the US, as it imports goods and 
services roughly equivalent to the entire output 
(GDP) of the UK economy.  Any slowdown in 
spending by US households would therefore have 
a major effect on the rest of the world.

However, currently the US economy appears to 
be in good health.  It grew by around 3.5%  
in the December quarter and consumer spending 
was even stronger. Good news too has been 
coming from the other major advanced 
economies in Europe and Japan.  In both regions, 
although GDP growth has been low, business 
confidence has reached high levels.   

While booming exports have been the main 
impetus for this growing confidence, the outlook 
for household spending has also been improving.   
All in all, prospects for the global economy for 
the year ahead appear encouraging.

WHAT ABOUT THE 
OUTLOOK FOR SHARE 
MARKETS?
Share markets in all the major economies, 
including the US, Japan and most of Europe,  
as well as Australia, continue to trade at 
reasonable valuation levels. This is despite large 
lifts in share price indexes since the market 
trough of March 2003.  The reason for this 
phenomenon of rising markets and relatively 
stable or even falling valuations is that corporate 
earnings have been growing even more strongly 
than markets.  In the US, for example, 2006  
was the fifth consecutive year of double-digit 
profit growth for companies.

With no recession in sight, inflation under  
control and valuations still reasonable, the 
outlook for most world stock markets looks 
positive, with potential for further market 
appreciation over the course of 2007.

MARKET OVERVIEW

SUDOKU PUZZLE

To solve a Sudoku, every number 
from 1 to 9 must appear in:

• Each of the nine 3 x 3 boxes

•  Each of the nine vertical columns

•  Each of the nine horizontal rows

Remember, no number can occur 
more than once in any row,  
column or box.

Answers on page 4.

  “To go fast,

          row slow.”
            Norman Vincent Peale 
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FIDUCIAN IN THE 
COMMUNITY 

DISCLAIMER: 
Information in this newsletter is general in nature. It is 
NOT a recommendation or offer to anyone to invest and 
has not been prepared on the basis of the financial or 
investment profile of any particular person. It is important 
that you do not make any investment decision on the 
basis of this information without first assessing its 
suitability for your own objectives, financial situation or 
particular needs. Your Fiducian Financial Services financial 
adviser will assist you to do this.

Information of a financial, investment or legal nature is 
based on research and our understanding of the subject 
matter and of the law at the date of publication. We have 
used all care in its preparation but to the maximum extent 
of the law, disclaim any liability for errors and omissions. 
Fiducian Financial Services Pty Ltd ABN 46 094 765 134 
AFS Licence No: 231103, its representatives and other 
members of the Fiducian Group accept no liability for any 
loss suffered by anyone who has acted on any information 
or advice in this document. 

PRIVACY: 
Personal information held by Fiducian Group and their 
affiliates may have been used to enable you to receive this 
publication. If you do not wish your personal information 
to be used for this purpose in the future please advise us 
via mail, telephone or email to the address noted on the 
back page of this newsletter.

Fiducian Financial Services Pty Ltd

ABN 46 094 765 134
AFS Licence No. 231103

Level 4, 1 York Street, Sydney NSW 2000

Correspondence

GPO Box 4175 
Sydney NSW 2001

Telephone: 02 8298 4600 
Client Services: 1800 653 263 

Facsimile: 02 8298 4611 
Email: info@fiducian.com.au

Your local Fiducian Financial Services Representative is:

Contributing to the wider community and assisting many worthy  
causes is an important characteristic of the Fiducian culture.  
Some of the sponsorships and fundraising activities Fiducian has  
recently been involved with are featured on this page.

  “Education is for improving
  the lives of others and for
leaving your community and
 world better than you found it.”  
                       Marian Wright Edelman

SUPPORTING COELIAC 
DISEASE SUFFERERS  
Coeliac Disease is a medical condition where a 
person has an intolerance to gluten, a protein 
found in wheat, rye, barley, triticale and oats.  
There is no cure for Coeliac Disease and people 
with the condition will remain sensitive to gluten 
throughout their entire lives. Treatment for 
Coeliac Disease is a gluten free diet and by 
establishing and maintaining this lifelong diet,  
the condition can be controlled.

Although Coeliac Disease is more common  
than once thought, it is still a misunderstood 
disease and previously Coeliac sufferers who have 
applied for personal insurance have been 
 charged high premiums.

Roger Wheelahan, Financial Adviser with Fiducian 
Financial Services is a member of the NSW 
Coeliac Society and is also a Coeliac sufferer.   
He has been working closely with the life 
insurance industry to promote the education  
and understanding of Coeliac Disease. 

Insurance underwriters working with Fiducian 
now are trained and educated in the condition  
of Coeliac Disease and thanks to this initiative, 
having Coeliac Disease does not necessarily  
mean excessive premiums or exclusion from 
Personal Insurance.

Fiducian Financial Services is also supporting  
the Coeliac Society of NSW and its members  
by donating 10% of commission it receives  
from policies for Coeliac Society members.

FIDUCIAN HELPS SCHOOL 
STUDENTS UNDERSTAND THE 
BASICS OF FINANCE  
To help support the youth of our community, 
three Fiducian Financial Advisers recently visited a 
local High School and presented to a group of 
year 10 students.  

120 students from Mount Carmel High School at 
Varroville in Sydney’s South West attended the 
45-minute seminar run by our Fiducian Advisers 
Marie-Louise Muscat, Finlay Lafleur and Roger 
Wheelahan. The interactive seminar 
demonstrated to students simple budget 
techniques, how to avoid bad credit card and 
personal loan debts, the power of compounding 
interest and the importance of savings, skills that 
all young people should know!

Fiducian believes that an early understanding of 
money will help young adults build a prosperous 
future. Fiducian plan to continue these seminars 
through 2007.  


