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MESSAGE FROM MANAGER

When faced with difficult issues,
many in our society are prepared to
latch onto explanations and excuses
without first asking, what is really
going on here?
Let’s start with everyone’s favourite
topic; Trump. As obnoxious as he may
be, Trump is not the cause of the US’s
problems, he is a symptom. Very few
people want to talk about the reasons
he rose to power in the first place;
the right not being predisposed to
review its role in the fragmentation
of US society and the left preferring
to position itself as a bastion of
intellectualism, set against tribes of
uninformed deplorables. I repeat the
words of Jane Beiger who wrote to
‘The Australian’, saying:
“Trump’s people are simply those
who lost out in the series of economic
and social revolutions that started in
the 1960s and continue today. They
have watched from the sidelines as
their jobs disappeared overseas, as
their long-held values were ridiculed
and as their history was literally and
figuratively demolished.”
In this context, the left versus right
debate is a distraction based on
tribalism rather than truth. The
associated problems will not dissipate
until that truth is addressed.

In China, tensions are front page
news. There the antagonism is
cloaked in nationalism with various
Chinese, American or Australian
people cast as the aggressors. What
is really going on here?
Only 15% of China’s population is
middle class or above2, in comparison
to more than 70% in Australia and
65% in the USA1. What this means is
that, of China’s 1.4 billion population,
only 210 million could be considered
‘comfortable’. That suggests a lot of
potentially unhappy people, all of
whom the Chinese Communist Party
(CCP) has promised better things to in
the future. For decades the potential
for dissention has been diluted by
the benefits of strong economic
growth, but just as the CCP were
adding the final touches to the new
anthem ‘We’re all Capitalists Now’,
economic growth collapsed in the
West. In turn, that reduced demand
for Chinese goods, compromising
Chinese economic growth, increasing
reliance on government debt and
reducing opportunities for hundreds
of millions of aspirants to the middle
class. So, what do politicians do when
their promises are not being realised?
They clamp down on dissenters,
create nationalist diversions and
reduce international spending.
Finally, we have the disaster that is the

regulation of the financial services
industry. Bashing the financial services
industry is an easy card for politicians
to play. Never do we hear from the
huge majority of home owners that
are satisfied with their mortgage
arrangements, the vast array of
people who were properly protected
by their insurance, the propensity of
banks to work with borrowers facing
financial difficulty, or the myriad
of people ably assisted by financial
advisers to negotiate the intersection
of superannuation, Centrelink, and
tax. Many people discount the critical
role of banks in our society and many
others believe that there is no value
in services provided by financial
intermediaries or other advisers.

“In this context, the
left vs right debate
is a distraction
based on tribalism
rather than truth.”
On the other hand, there are
huge sums of money involved and
significant benefits accrue to those
who can control the money pot. Often
the motives of politicians and industry
participants align. For example, the
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Hayne Royal Commission. Forced
by Labor, this Royal Commission
provided a platform by which industry
superannuation funds could contrast
their angelic status against claimed
systematic wrongdoing in the private
sector. At a conference I attended
in Brisbane an ASIC commissioner
proudly announced that, “The $10
billion in restitution payments is just
the tip of the iceberg.” Well, no it
isn’t. The truth is that the $10 billion
in restitution represents 3 hundredths
of 1% (0.03%) of the total money
associated with bank deposits,
home loans, insurance statutory
funds and superannuation. Further,
court cases pertaining to the Royal
Commission have failed. So why press
for a Royal Commission? Because
the Labor Party benefits from fees
that industry funds pay to the trade
union movement, which in turn funds
Labor. It also benefits from significant
donations made by the likes of bigname, no-win, no-fee lawyers who
generate massive fees from running
class actions and assisting individuals
to make insurance claims via industry
superannuation funds. Claims that
could easily be made directly by most
individuals. What is really going on
here?

reach so much and in such broadbrush ways that it is impossible to
ascertain where responsibilities start
and end. The commercial side of
the industry is full of people who do
not want to rock the boat or draw
attention to themselves. Consumers,
many of whom are facing retirement
or trying to work out how to get into
the property market, want to hear all
the good things but expect someone
else to pick up the tab when things go
wrong.
Banks have curtailed lending, insurers
have withdrawn from the market and
with financial advisers leaving the
industry in droves, people cannot
navigate the incredibly complex
world of retirement at a reasonable
price. No one is prepared to seriously
consider that the underlying problem
is not with individuals or even
industry participants, it lies in the
structure of our tax, social security
and superannuation arrangements
which are not fit for purpose.
Trump, China or the financial services
industry, who pays the price for all
this baloney dressed up as social
awareness? The people, as usual.

In a nutshell, the Coalition do
not want to be seen siding with
the industry because it has been
unpopular for millennia and will
not win any votes. On the other
hand, Labor knows that bashing the
industry can do no harm and wants
to capitalise on the opportunity to
increase income from that source.
With virtually no oversight over
their activities, regulators running
their own government and industry
funded monopolies extend their
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http://www.oecd.org/social/under-pressure-the-squeezed-middleclass-689afed1-en.htm
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https://chinapower.csis.org/china-middle-class/

Client Services
Update
Rabobank Due Diligence Reviews
Rabobank is currently collecting
additional client information in order
to comply with their obligations as a
Global Financial Institution, as well
as
those under the Anti-Money
Laundering and Counter-Terrorism
Financing Act 2006.
There is no action required by you
at this time. If we require further
information, we will contact you.
We are still working on this project
and aim to have all forms submitted
to Rabobank by the end of February.
However, due to the time frame
provided, accounts have restricted
access until they receive the requested
information. This means that you will
be unable to transact on the account
until they have received the requested
information. If you are looking to
redeem funds from your Rabobank
Notice Saver account early this year,
please contact your adviser so they
can prioritise the requests for these
accounts.
If you have any queries or concerns
relating to this process, please
contact any of our offices.

David French

Managing Director

Sharon Pollock
Manager Client Services
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Is the tide turning?
If you’ve had a gutful of the dreaded
COVID-19 virus and the media
coverage it has brought with it, you’re
not Robinson Crusoe. As I write,
Brisbane has just been locked down
for 3 days and apparently there was
a 3 hour wait to get into Coles. What
next?
Let’s put all of that negativity to
one side as I prefer to focus on real
data which indicates to me that
perhaps the tide is turning in a
positive direction. This could be to
the benefit of the thousands of partowners of the banks. You are most
probably a member of one given
CBA (Commonwealth) and WBC
(Westpac) are our preferred choices
in that sector and either one or both
are likely to be in your portfolio.

“If you’ve had a
gutful of the dreaded
COVID-19 virus and
the media coverage
it has brought with it,
you’re not Robinson
Crusoe.”
I’ll get to the point, home loan
deferrals.
You may recall back in March last
year when the ‘you-know-what-hitthe-fan’, the banks offered borrowers
of both home and business loans
the option to defer or hit the pause
button on their repayments for 6
months.
Data announced by the CBA in their
full-year results back in August

indicated that at the peak of home
loan deferrals there were 154K loans
on pause. At 30 June 2020 this had
dropped to 145K, and at the end of
July 2020 there were 135K or 8% of
their book.
As reported in ‘The Australian’, data
produced by regulator, the Australian
Prudential Regulation Authority
(APRA) indicated that at the end of
November this number had dropped
to just over 2%. At the same date,
WBC’s deferred loans sat at 3%,
NAB’s at just over 1% and ANZ’s had
dropped to 3%.
It’s evident all lenders have
experienced the positivity of this
trend with the total value of the $2.7
trillion in loans across all lenders on
deferral dropping from 10% in May
- June 2020 to 2.3% at the end of
November.
How is this going to be of benefit to
a bank shareholder?
Well, banks prepare or account for
loan defaults by making a ‘provision’
for bad debts in their accounts. They
essentially book an entry that hits
profit and when the loan goes bad it is
written off against the balance sheet.
They ‘provide’ for the likelihood of
debts going bad without knowing
what will actually go bad before it
happens.
The CBA in their FY20 accounts made
an additional $1.5 billion provision
for the potential default of loans due
to the impact COVID-19 was forecast
to have on their loan book. This
provision amounted to 15.8% of full
year net profit after tax. At the time of
provisioning in June 2020, there was

still a great deal of uncertainty around
how bad the economic impact would
be and by extension the number of
loans that would go bad. Fast forward
to today and it appears the fallout will
be nowhere near as bad as what the
CBA thought it might be when they
made that $1.5 billion provision.
This now opens up the potential for
the CBA to write back some of that
provision, which will increase net
profit to a higher level than what
everyone thought it would be at the
time. This could potentially result in
a much higher dividend being paid
especially now APRA has removed the
restriction on the banks of paying out
only 50% of their profit as a dividend
to shareholders when traditionally
they have paid out 70-80%.
With the availability of franking
credits attached to those bank
dividends, the yield becomes even
more compelling to investors.
Especially for self-funded retirees in
the tax-free pension phase, given the
average term deposit rate over the 12
months is 0.70%.
We could see some air getting
pumped into the share prices of the
banks over the coming months, but
we all know now how things can
quickly change for the worse.

Dean Tipping

Financial Adviser
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2020 - An unusual year
2020 was a very unusual year in
many different ways. Thrown into
uncertainty by a new virus, traditional
methods of socialising and working
with clients changed. ZOOM became
the ‘new normal’ as we learnt to
conduct our lives physically distanced
from others. Sometimes the world
seemed a little surreal.
It’s through this lens that I wanted
to share with you my experience
in completing the Financial Adviser
Standards and Ethics Authority
(FASEA) exam last October. FASEA
requires all financial advisers to pass
a 3 and a half hour exam before
1 January 2022. It forms part of a
structure designed to help ensure
that the educational standards and
professionalism of financial advisers
is maintained at a high level.

Whilst I have sat exams before
(completing my economics degree in
the 1980’s), the process of sitting the
FASEA exam was completely different.
In the COVID -19 world of 2020, the
proctors, instead of being in your
exam auditorium pacing up and down
between desks, came to your house
remotely.
My proctor, judging by her voice
(because I never actually saw her),
was probably around 30, with a
Filipino accent. I asked her where she
was located, “Manila,” came her crisp
reply. Before starting the exam she led
me through protocol, which involved
clearing my desk of all items save for a
single piece of paper and a pen, with
which to jot down the number of any
questions I might want to return to.
My proctor could not only see me
but she had remote access to my
computer. To begin with she checked
that I didn’t have any other programs
opened on my computer. She then
asked me to hold my mobile phone

up to the camera and show her I
was turning it off. Once it was off she
asked me to set it down on the shelf
behind me such that she could clearly
see it (and could also see that I didn’t
have access to it). Finally, she asked
me to stand up, holding my computer
and to do a slow 360 degree turn, she
wanted to see if I had access to any
materials on my desk or on the walls
that might have been of value to me
during the exam.
Finally, I got started on the exam.
Feeling a little chilly (early October in
Melbourne can be like that), I stood
up, leaned over to the heater, and
flicked the switch on. I was absent for
less than 3 seconds, but she was right
onto me. A big red circle appeared
around the ‘chat box’ in my tool bar,
indicating she wanted something. “I
noticed that you just got up, where
did you go?” she wrote. “It’s a bit cool
in here. I just turned on the heater,”
I replied. “Okay, stand up with your
computer and do a slow 360 degree
turn for me please.”
The exam had around 80 multiple
choice and short answer questions
and the last place you want to find
yourself in is having 40 questions to
go with only an hour in hand. For
those of you who have ever sat a 3
and a half hour exam, you’ll know that
the time actually goes very quickly
and it’s important to pace yourself
appropriately. Thankfully I managed
my time well enough, but at the end
of the exam I was mentally tired and
pleased it was over.

I had available. She didn’t specify how
she actually wanted me to destroy
the paper. Feeling a little playful, I
stared at the camera and, smiling, put
the piece of paper in my mouth, and
started to slowly chew. My proctor
said nothing. After about 5 seconds
of chewing, I took the piece of paper
out of my mouth and tossed it in a
bin to my side. “I need to see that
you’ve destroyed the paper,” came
the stern voice of my proctor. So I
had to retrieve the chewed up paper
and hold it in front of the camera
for several seconds, turning it over
slowly so that she could see there
was nothing legible remaining. “Okay,
that’s fine,” she replied.
I’m pleased to report that I passed,
but the remote exam process really
highlighted to me 2 key aspects of
2020, the need for adaptability and
the value of human relationships.
Whilst technology can give us a lot
it can’t give us everything. We look
forward to again welcoming you
into our offices in 2021 (subject to
government mandates). And for
those who wish to continue to meet
remotely, we’re good with that too!
However we connect in 2021, we wish
you all the very best and a wonderful
year ahead.
Robert Syben

Head of Financial Planning

But there was one final thing my
proctor wanted of me before
finishing. She wanted to see me
destroy the single piece of paper that
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The importance of risk profiles and asset allocations
One of the most important facets of
financial planning is to understand
our client’s risk profiles. Put simply,
this is your tolerance to market
volatility and downturns particularly,
or the ‘sleep at night’ factor.
If your portfolio is invested with an
asset allocation that does not match
your risk profile, you will always
be uncomfortable with market
movements. The converse is that it’s
invested in line with your tolerance,
and you aren’t concerned with short
term volatility.

“One of the most
important facets of
financial planning is
to understand our
client’s risk profiles.”
Typically, your risk tolerance is higher
when you are younger, and decreases
as you age. Think about the crazy
things you might have done when
you were 21, compared with the
measured approach to your activities
when you are 65. We react in exactly
the same way with our investment
decisions.

At 21, we have time on our side
for market volatility and growth to
smooth out, but this is not true as we
age. This means that we must adjust
the way we invest portfolios for clients
in later life so that the exposure to
growth assets is reduced, and there
is an increase to the defensive assets.
Defensive assets are things like
bonds, cash and other fixed interest
instruments, that provide an
income with a relatively level and
stable capital value. Growth assets
are domestic and international
equities, property and infrastructure
investments that have the ability to
both grow significantly in value, as
well as fall in value in times of stock
market volatility.
Portfolios need to be constructed with
a mix of these 2 broad categories,
based on the client’s risk profile.
Growth investors will typically have at
least 80% invested in growth assets,
whilst a moderately conservative
investor might have only 20% in this
category. A typical balanced portfolio,
is middle of the road, a mix of growth
and defensive assets in balance. This
type of portfolio suits many people
and doesn’t require much in the way
of adjustment as we age. It’s perhaps

not as exciting as a growth model, but
is always a solid performer over the
longer term.
At The Investment Collective, we
will reassess your risk profile every
3-4 years, or more frequently if you
become uncomfortable with market
movements. This ensures that your
portfolio matches your degree of
comfort with markets.
If you would like to discuss the asset
allocation in your portfolio, give your
adviser a call.
Sue Dunne

Senior Financial Adviser

New Staff
Allan McGregor

Financial Adviser
Gladstone

Elizabeth Whalley
Business Assistant
Gladstone
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Investment Update
Atlas Arteria (ASX:ALX) A diamond in the rough
There has been a new addition to our
list of stocks that we like, Atlas Arteria.
Atlas Arteria are owner/operators of
toll roads located in France and the
USA, with a network that has been
built up over the last 20 odd years.
It was originally under Macquarie
management but Atlas have bought
out their management contract and
internalised it to save about $8 million
per year and more importantly, be
able to run their own show.

As a result of COVID-19, the traffic
on these roads has been down by
as much as 80% in recent months
and while things in Europe and the
USA are still dire, the vaccine has
arrived and the rollout is in progress.

Within 12 months the populations of
both countries should have reached
herd immunity and we should see a
reversion back to the ‘new normal’.
The pre-COVID share price of Atlas
was trading around $8. It is one of the
few stocks that hasn’t bounced back
since April 2020, so we feel that all
the bad news is in the price. There is
in fact a lot of good news that is not
in the price. The French economy is
struggling and youth unemployment
is around 20%. It’s probably worse
than the official figures as the
participation rate is around 33%. To
give you some sort of comparison,
it’s about 65% in Australia. So the
French Government would be all ears
if anyone was to put forward a plan
to stimulate the economy, especially

as the government is broke and tax
revenue will be down again next year
as the economy is in trouble.
Let me paint you a scenario that
has a very good chance of coming
to fruition; Atlas Arteria approach
the French Government and offer to
spend money to improve their toll
roads and in the process employ a
gang of people to carry out the work.
Millions of Euros will be pumped
into the economy and younger
people offered meaningful work. In
return, Atlas get an extension to the
concession on their toll roads France.
So, with tourism set to rebound in
Europe, the United Kingdom one
day coming out of lockdown and the
ski season in full swing, we will see
traffic on these roads getting back
to normal. In a nutshell if you want
to go to the Alps and live in Paris or
anywhere in Western Europe (think
United Kingdom), you’ll be travelling
on a toll road to get there.
Ian Maloney

Manager - Share Trading

Sourced: http://www.oecd.org/social/under-pressure-the-squeezed-middle-class-689afed1-en.htm
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Good debt, bad debt, smart debt
Debt. In a time where the Reserve
Bank cash rate and similarly the
interest rates for borrowing are the
lowest we have seen, it has become
a temptation for us as consumers to
borrow.
So, what exactly is debt? Debt is the
obligation for one party (debtor) to
pay money to another (creditor).
We almost all certainly have had a
debt and it remains one of the most
common financial goals of clients to
repay debt and be debt free.
A case can easily be made that there
is no such thing as a good debt and
that to owe money is always bad, but
this does not have to be true.
Let’s break debt up into 3 areas.
Good, bad and smart.
Good debt
Often when it comes to a big-ticket
item, debt may be the only option as
a means of raising funds to purchase
the good. The main item here is your
home. A home can be seen as a key
item which can be funded through
rent or through home ownership.
The idea of rent being ‘dead money’
which could be used towards a home
purchase through debt repayment,
leads many consumers to the decision
to borrow for their own home, and
why not when the government also
provides incentives for first home
buyers. Another benefit is that under
most circumstances, the primary
residence is also capital gains exempt.

Knowledge is a powerful resource
and with it can often come greater
opportunity to build wealth through
employment. Borrowing for study
can be very beneficial to help get
that new job or to ask for a pay
rise. Care must be taken to ensure,
when selecting a course of study,
that the future benefit will be there.
The Higher Education Loan Program
(HELP) is a government support loan
that may help fund further education.
The last item I will cover as ‘good debt’
is one to borrow for a small business.
Being your own boss, earning a salary
and controlling your employment are
all very positive features. There is a
greater risk with this loan given the
history of failures of small businesses.
Much of the business success will
depend on your willingness to work
hard to build and maintain the
business, determining from the outset
that the business will be profitable

and be able to repay the debt, and
gaining an understanding for the type
of business and how to manage a
business prior to commencing.
Bad debt
Bad debt involves the borrowing of
money to purchase a depreciating
asset often through a personal loan.
We all know this one and are guilty
of discretionary spending on items in
this category. Loans of this type are
typically at higher interest rates, only
increasing the reason for defining
them as ‘bad’.
Our most common item for bad debt
is the family car. It is often seen as
a ‘good debt’ for the reason of the
functionality it provides, but the
reality is that in most cases, the value
of a car depreciates (in cases of new
cars by up to ~$5000 upon leaving
the showroom). By the time of debt
repayment, the vehicle is often worth
less than 50% of the value initially
paid. Boats, motorbikes and jet skis
are all similar examples of bad debt
loans.
Credit card and ‘Buy Now Pay Later’
debt is by far the biggest issue of bad
debt for most Australian households.
Our penchant for spending on
consumables, goods and services
ensure that many of us require these
credit options. Whilst an increase in
use of debit cards (spending money
you already have) has reduced credit
card use, through COVID-19, with
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reductions on the use of cash and
an increase in online purchases we
have seen this type of debt continue
to increase. For more information on
credit cards, refer to the article in The
Investment Collective’s Winter 2020
Newsletter by Cheng Qian. Our ever
increasing desire for discretionary
spending on clothing, music, holidays,
take away meals and even that
morning coffee can all contribute to
bad debt.

Smart debt
The last category is smart debt. Often

referred to as an investment debt or
gearing. This debt involves borrowing
money (at a low rate) to invest in
a product that will hopefully have
a higher rate of return to generate
wealth in a faster manner. There is
an obvious risk with this debt and
that is the need to generate a return
with a higher rate than that being
paid, otherwise there is financial
loss. That is, whilst it can magnify a
gain, it can also magnify a loss. This
type of borrowing can provide an
income tax deduction and enable a
larger portfolio to provide greater
diversification in your portfolio to
reduce risk. Gearing should only be
considered after discussions with
your financial adviser to see if it is
a suitable option for you and your
financial circumstances and goals.
In summary, commencing debt can
be very tempting and even seen as
a need, and at the right time and
for the right reason, can easily be a

justified option rather than saving
the amount in full prior to purchase.
Debt will always need to be repaid
and when looking at commencing
a significant debt, always take the
time to discuss the situation with
your financial adviser to see how
it fits with your financial situation,
goals and objectives. Your adviser can
help you work through this if it is the
highest priority for you and outline
how will it impact your overall plan. A
well-managed approach to debt can
ensure that no matter what category
of debt (good, bad or smart) that it
delivers for you.

Allan McGregor

Financial Adviser

Office Update
In November 2020, The Investment
Collective purchased a financial
planning business in Gladstone.

industries as a chemical engineer
before becoming a financial adviser.
Allan seeks to help his clients achieve
their financial goals through strong
and lasting relationships, matched
with sound financial advice.

Part of The Investment Collective’s
business growth plan involves finding
complementary acquisitions. One
of the most important aspects of
this however, is to ensure that any
acquisitions will fit with our ethos and
allow us to continue providing our
clients with the quality service they
have come to expect.
On Monday 2 November 2020, we
formally welcomed our new team
members. Allan McGregor and Liz
Whalley have been servicing the
Godfrey Pembroke clients for over 4
years and are now excited to continue
their careers as valued members of
The Investment Collective.
Liz is the friendly voice on the other
end of the phone when calling the
Gladstone office. She has a strong
knowledge of financial planning as a
result of her experience and study to

The Gladstone office is currently
located at 136 Goondoon Street and
we look forward to opening a brandnew office on Monday 1 March 2021.
Diane Booth

Operations Manager

date. We look forward to seeing Liz
complete her studies and progress
with us as a valued financial adviser
in the future.
Allan has been a qualified financial
adviser since 2018 and currently
holds a Graduate Diploma in
Financial Planning. He has lived in
the Gladstone area for over 25 years,
having previously held roles in local
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Centrelink Update
A new year has begun and we are still
dealing with COVID-19. For those who
are struggling and require assistance,
Services Australia (Centrelink) have
introduced Pandemic Leave Disaster
Payments. Depending on what state
you live in, and if the criteria is fully
met, you may be eligible to receive
this payment. If you wish to know
further, please contact us.

By now, the majority of income
stream reviews have been submitted
to Services Australia. If your age
pension has been cancelled due to
your income and asset values being
over the limits threshold, you may

be entitled to receive another type
of payment, e.g. a Commonwealth
Seniors Health Care Payment, again,
if certain criteria are fully met. If you
are eligible to receive this payment,
you will receive a letter from Services
Australia informing you to apply. We
can help with this application.
In October 2020, the debt pause
in response to COVID-19 ended for
the majority of people. Services
Australia have now announced
that this debt pause is ending for
everyone from Thursday 11 January
2021, however, the repayments will
not re-commence until February.
Repayments may have to be put on
hold if there was a debt repayment
in place before this pause, and will
be kept on hold until February 2021.
You will be notified when you will be
required to start making repayments
again. However, if you would like to
make repayments before February,
that is still an option.

so we can notify Services Australia
and ensure you continue to receive
your full pension entitlements. If
you are interested in The Investment
Collective being your Services
Australia nominee, please notify us.
Larissa Dowdle

Business Assistant - Centrelink

Please continue to inform us if your
income and asset values change,
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*Please note that the content in this newsletter is general in nature and has not taken your personal or financial circumstances into consideration. If you have
any questions please contact your adviser.
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