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Light at the end of the tunnel

The economists’ verdict is in: 2023 will be a tough year as
higher prices and higher interest rates drive many economies
into recession. But are they too gloomy? Fidelity’s annual
Analyst Survey, polling 152 experts who cover real
businesses on the ground, paints a more hopeful picture.

Benefits of international investing

International investing provides investors with many benefits,

such as diversification, access to different technologies, and
potentially higher returns. Despite this opportunity, investors tend
to exhibit a “"home bias” and have maintained an allocation to
their home nation that is potentially more than warranted. While
not one specific geographical security allocation suits all investors,
it is essential to remain open and examine the possibilities that
international investing can achieve.

The cornerstone of our cash flow solution

The best financial advice strategies can fall short without clear
visibility of client cash flow. That's why CHG Integrated Wealth runs
a Cash Hub for every client — keeping them accountable and on
track towards their goals.

Super snippets: The super wars are alive and well

They say a week is a long time in sport, but after last week it would
appear it is a long time when it comes to superannuation as well.
At the time of writing this column we've just experienced a week
of probably the fiercest coverage of superannuation I've witnessed
since 2019 when the Labor Party mooted its intentions to revamp
the franking credit system for retirees.
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MESSAGE FROM THE CEO

Judith Fox, CEO

In February SIAA was

asked to appear before

the Parliamentary Joint
Committee on Corporations
and Financial Services inquiry
into Oversight of ASIC, the
Takeovers Panel and the
Corporations Legislation,
specifically to answer
questions about the CHESS

replacement project.

We invited Principal member firm Fin-
Clear to appear at the public hearing
with us so that the committee members
could hear from a member at the
coalface.

SIAA advised the committee thatin
order to understand the impact of the
CHESS replacement project on stake-
holders it is necessary to understand
the ecosystem within which CHESS is
situated. We did not assume that the
committee members were versed in the
operation of that ecosystem and com-
mittee members received the following
information gratefully.

We explained that different SIAA
members are impacted in different
ways by the project.

e There are those members who are
Clearing and Settlement Partici-
pants — they are directly impacted
by CHESS. These members may
engage technology vendors to
link them to CHESS or have their
own proprietary systems, but have
also allocated resources directly
to the project.

e There are other members who
have outsourced their clearing
and settlement to third parties.
These members are less directly
impacted by the CHESS replace-
ment project as third parties
undertake the clearing and seftle-
ment obligations for them. Not-
withstanding this, these members
have also allocated resources to
the project.

On the matter of financial resources
allocated, we noted that we had can-
vassed our members to find out the
costs incurred by them in preparing for
CHESS replacement. We advised that
we are authorised to disclose only the
aggregate and not the individual costs
of our member firms.

Of the nine members who re-
sponded — that is, only one-third of
our Principal members — we advised
the committee that approximately $69
million was a total direct spend on the
project. Some members have spent
more than ten million — others a few
hundred thousand - depending on
where they sit in the ecosystem. We

clarified that members who provided
their costs are Clearing and Setftlement
Participants.

We also advised the committee that
Clearing and Settlement Participants
who have their own proprietary sys-
tems have spent large sums readying
for CHESS replacement. We pointed
out that vendors providing their ser-
vices to Clearing and Settlement Par-
ticipants have in turn spent large sums.

Clearing and Settlement Partici-
pants who use a vendor may not have
spent large sums of money directly on
preparing for CHESS replacement as
their vendor may not yet have passed
on those development costs to them
However, we confirmed for the com-
mittee that those firms have still experi-
enced the opportunity cost involved in
the mandated investment in the CHESS
replacement project. The resources of
money, staff and time invested in the
project has meant that those resources
were not available over a period of
years to invest in innovation within their
organisations and other projects were
put on hold.

And of course, at some stage ven-
dors will have to pass their develop-
ment costs onto their customers.

Similarly, those Market Participants
who have outsourced their clearing
and settlement to third parties will
eventually have to pay higher fees if
those costs are passed onto them by
their third-party clearers.

We did not get into detail about the
rebate system that ASX has introduced.
We have spoken to our members and

SIAA advised the committee that in order to understand

the impact of the CHESS replacement project on stake-

holders it is necessary to understand the ecosystem
within which CHESS is situated.
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welcome the rebate program, but
we note that of the announced $70
million, there will be direct rebates of
$15 million for Clearing and Settle-
ment Participants, to be paid in August
this year, based on each participant’s
clearing and settlement fees paid to
ASX, and a development incentive
facility of up to $55 million to key
stakeholders who are building to the
platform, such as registries, vendors
and those participants with in-house
development teams. The incentive facil-
ity favours those who are continuing to
invest in the project.

However, we do have queries
about the scheme, such as how the
apportioning will be calculated. It is
difficult for ASX to distribute the monies
equitably without an audit of what firms
have spent, and we can see that those
firms which have spent large sums will
not be compensated in full.

Importantly, our members are not
clear at this stage as to how much

money they will spend in total on the
CHESS replacement project as itis cur-
rently unknown what will be required
to complete the project and whether
any of the previous work is recoverable
and, if so, how much. We also know
that there are different views in the
market about how to proceed. Some
firms want a blank sheet of paper and
a new start with off-the-shelf software
and other firms think they can salvage
a considerable amount of the existing
work.

Overdll, itis clear that our members
want a quality provider of infrastruc-
ture that prices sensibly and many are
agnostic as to how that is delivered.

Finally, we are pleased to see that
engagement with ASX has improved
significantly. The intent of partnering
with stakeholders and being open and
transparent is obvious. We welcome
the new Technical Committee — a sub-
committee of the ASX Business Commit-
tee — which is structured to ensure that

our members have input fo the replace-
ment project, including being able to
debate and challenge proposals. ASX
is aware that trust needs to be restored
and stakeholders need to be involved
in how the project takes shape.

SIAA is an observer on that com-
mittee and we will continue to interact
with our members as the project
progresses.

Board news

We are pleased to welcome Frank
Hegerty, State Manager - VIC, SA &
TAS, Ord Minnett as a Director on the
Board of SIAA. Our Board represents
extensive knowledge and experience
across all aspects of our industry, cov-
ering retail full-service stockbroking,
wealth management, advice, online
broking and execution, ensuring that
SIAA’s work truly reflects the breadth
of our membership.
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COMMITTEE NEWS - MARCH 2023

Upcoming meetings of the Stockbrokers and Investment Advisers Association — Committees,

Working Groups and Advisory Panels:

SIAA Board Meeting, Tuesday 7 March 2023
Chair: Brian Sheahan MSIAA, Morgans Financial

Operations & Technology Working Group, Tuesday 14 March

Chair: TBA

Compliance Subcommittee Working Group, Thursday 16 March 2023
Chair: Melissa Nolan MSIAA, Ord Minnett Limited

Derivatives Sub-committee, Tuesday 21 March 2023

Chair: Te Okeroa MSIAA, Ausiex

Diversity & Inclusion Working Group, Monday 3 April 2023
Chair: Michelle Inns, LGT Crestone Wealth Management

Practitioner Member MeSIAA application approved:

Francis Hegerty OLY, Ord Minnett

Affiliate Member AfSIAA application approved:
Peter Murray, Imperial Pacific Asset Management

Organisation member approved:
FNZ Securities

SIAA Monthly
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CPD webinars

Stay on top of your CPD with these SIAA-accredited CPD
webinars — FREE for Practitioner, Affiliate and employees of

Principal Members.

Enhance income with
covered call ETFs

Wednesday 8 March
1.00 to 2.00pm AEDT

After a tumultuous 2022, fund
managers are united in their consensus
that 2023 will deliver another volatile
year. For income focused investors,
covered calls can provide an alternative
solution to high yielding stocks and
bonds. Join Blair Hannon and Andrew
Duncan from Global X as they explore
how covered call strategies can help
manage risk and generate income.

Professional Standards CPD:

1.0 Technical competence

ASIC RG146: 1.00
Generic knowledge

Personal v
General Advice

Wednesday 22 March
1.00 to 2.00pm AEDT

Paul Derham of Holley Nethercote
returns to provide a refresher on

what constitutes general advice on
the one hand and personal advice on
the other. What are the red flags an
advisor must look out for to ensure
they are not straying into the territory
of personal advice? What impact will
the Quality of Advice have on advice?
Join Paul Derham for this update on this
important topic.

Professional standards CPD: 1.0
Professionalism and ethics

ASIC RG146: 1.0
Generic Knowledge

s it time to buy
bonds in 2023 after
the worst year on
record in 20227

Wednesday 12 April
1.00 to 2.00pm AET

2022 was the year of the great regime
change or inflection point as the search
for yield died because lofty risk-free
interest rates on both cash and high-
grade bonds are plentiful. Investors
are having to reposition in 2023 and
accept that markets are still in thrall to
shifts in the macro environment driven
by central banks. Hear why Christopher
Joye from Coloabah Capital believes
2023 is the year for bonds.

Professional standards CPD:
1.0 Technical competence

ASIC RG146: 1.0
Generic Knowledge

Christoﬁher Joye

Blair Hannon Paul Derlham
Practitioner & Organisation Members: FREE | Non-Members: $55.00
Thanks for supporting . - I
SIAA's webinar program E f,lgs.lj?y investcloud KapStream netwealth

during 2023

—JANUS HENDERSON—

FOR MORE INFORMATION OR TO REGISTER: 02 8080 3200 | education@stockbrokers.org.au

www.stockbrokers.org.au/education/cpd-webinars




POLICY & REGULATORY ISSUES

Quality of Advice Review Recommendations

released

The government released the final re-
port of the Quality of Advice Review
on 8 February 2023.

SIAA welcomes the report’s
recommendations.

The recommendations are broad-
ly consistent with those previously
flagged by the review. The key dif-
ference between the proposals and
the final report is that general advice
is retained as a financial service. The
report states that research reports,
seminars and newsletters that are not
individualised ie directed to individual
clients or adjusted or otherwise per-
sonalised, will continue to be general
advice. SIAA advocated strongly for
general advice to be retained and for
research reports to remain as general
advice and are pleased our arguments
were received.

The key recommendations of the
report include:

* The definition of personal advice
should be broadened so that all
financial product advice will be
personal advice if it is given to a
client in a personal interaction or
personalised communication by
an advice provider who has infor-
mation about the client’s financial
situation or one or more of their
objectives or needs.

* General advice should continue

to be a financial service but the
requirement for a general advice
warning should be removed.
Personal advice must be provided
by a Relevant Provider in circum-
stances where the client pays a
fee or the product issuer pays a
commission.

A person who provides personal
advice to a retail client must pro-
vide the client with good advice ie
advice that is fit for purpose.

The existing best interests duty
and related obligations (including
the safe harbour steps) should be
replaced with a new statutory best
interests duty. That duty will apply
to Relevant Providers.
Superannuation funds should be
able to provide personal advice to
their members about their interests
in the fund, including when they are
transitioning to retirement.

The obligations surrounding ongo-
ing fee arrangements and consent
requirements should be streamlined
and simplified.

The requirement to provide a state-
ment of advice (or record of ad-
vice) should be replaced with the
requirement to maintain complete
records of the advice and to pro-
vide written advice on request by
the client.

* Personal advice providers can
satisfy the requirement to provide
a Financial Services Guide by
making the information publicly
available on their website.

* High net worth clients meeting the
assets or income test with an ac-
countant’s certificate should pro-
vide a written acknowledgement
and consentthat they will be treated
as a wholesale client.

Importantly, it has been recom-
mended that exceptions to the con-
flicted remuneration provisions for
brokerage fees and stamping fees for
approved capital raisings be retained.
SIAA advocated for the retention of
these exceptions.

Many of the report's recommenda-
tions complement and rely on each
other and should be reviewed as a
package when decisions are made
on their implementation. SIAA agrees
with the report that recommendations
streamlining fee disclosure statements
could be introduced safely ahead of
any others with a relatively short fransi-
tion period.

The government has called on
stakeholders to respond to the report’s
recommendations. SIAA will continue
to provide the government with our
members’ feedback.

SIAA NEWSROOM

SIAA's monthly email designed to keep you informed.

ASX consults
on proposed
changes to market
management

Delivering the big issues in stockbroking and investment
advice, insights from industry experts and updates
from the advocacy team.

: , \__—
Delivered to your inbox, once a month. | www.stockbrokers.org.au
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POLICY & REGULATORY ISSUES

CHESS Replacement Project: SIAA’s evidence to
the Parliamentary Joint Committee

SIAA appeared before the
Parliamentary Joint Committee on
Corporations and Financial Services
statutory inquiry into the oversight
of ASIC, the Takeovers Panel and
the corporations legislation on 23
February 2023 and gave evidence on
the impact that the pause in the CHESS
replacement project is having on our
members.

Of the nine SIAA members who
provided cost details to us, we were
able to report that they had spent an
aggregate sum of $69 million on the
CHESS Replacement Project. All of
those members were Clearing and
Settlement Participants.

We were able to explain to the
Committee that some members have
spent more than ten million — others a
few hundred thousand - depending on
whether they have engaged vendors

or have their own proprietary systems.
We also pointed out that software
vendors providing their services to
Clearing and Seftlement Participants
have also spent large sums and at
some stage they will have to pass their
development costs onto their customers
and Market Participants who have out-
sourced their clearing and settlement fo
third parties will eventually have to pay
higher fees if those costs are passed
onto them by their third-party clearers.

The Committee asked us about
the issue of a rebate system. We
responded that any rebate system
proposed by the ASX will need to be
fair to all market participants and take
info account costs incurred by vendors.
It would also need to ensure that the

additional costs incurred by ASX in
completing the project are not passed
onto Market Participants.

Our members are not clear at this
stage as to how much money they will
spend in total on the CHESS replace-
ment project. It is currently not known
what will be required to complete the
project and whether any of the previ-
ous work is recoverable and, if so,
how much.

SIAA continues to engage with ASX
and other stakeholders of the project
as a member of the ASX Business
Committee and will be participating as
an observer in the new ASX Technical
subcommittee. And we will continue to
update our members on this important
project.

MEMBERS CAN VIEW ALL SUBMISSIONS HERE

Acclaim

WEALTH

Acclaim Super

A real alternative to an SMSF

- Same flexibility as a SMSF within a retail super product
- Individual HIN with choice of broker

» Invest in anything listed on the ASX, including IPOs

+ Remove the tax and admin burden
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Light at the end




The economists’ verdict is in: 2023 will be a tough year as higher prices and higher interest rates

drive many economies into recession. But are they too gloomy? Fidelity’s annual Analyst Survey,

polling 152 experts who cover real businesses on the ground, paints a more hopeful picture.

The survey, which we have been running
for over a decade, consults a range of
fixed income, equity, private credit, and
cross asset experts who cover dozens of
sub-sectors of the economy. It shows 60
per cent of analysts believe their sectors
are already in a slowdown, a shallow
recession or worse. Look slightly further
out, however, and just over half of those
analysts expect the business cycle will
have turned positive again by the end
of 2023. Only a handful expect to be
deep in recession.

That may run contrary to the pre-
vailing mood after a year in which the
shocks delivered by Russia’s invasion of
Ukraine have run parallel to the deflating
of a decade of booming stock markets
and cheap money. But from a wider
perspective, it is in line with economic
logic: as companies reach the bottom
of the business cycle, they begin to
think about the opportunities to come.

Hope in China’s
reopening
On the ground, how is this likely to un-
fold2 For one thing, cost pressures, the
results suggest, will peak for most sectors
and regions in the first half of the year.
China - assuming its reopening gamble
works - will reboot, and materials,
utilities and technology companies will
shift back into investment mode, in part
driven by the environmental transition.
Beyond the main annual survey, we
also ask our analysts a smaller set of
questions every month. The most recent
monthly responses are a further source
of optimism. The management sentiment
reading, while still negative, appears
to have broken a two-year downward
trend, posting four straight months of
improvement to January, with those
analysts who cover China reporting
positive sentiment among managers in
both December and January.

Be prepared

Although funding costs are a worry,
balance sheets look less stretched than
previously. Debt is expected to grow
only in two sectors: utilities, where
companies are investing heavily in
renewable power, and in consumer
sectors already struggling with the after-
math of two years of Covid restrictions.
Banks should see revenues boosted
by the rise in interest rates, and others
in the financial sector expect 2023 to
deliver - at a minimum - an improve-
ment on the stock and bond market
slides of last year.

Turning to the bottom line, 74 per
cent of analysts say their companies’
CEOs expect earnings to grow over
the next 12 months. Anecdotally, we
know inflation is playing a role, as
one consumer staples analyst explains:
“Food retailers benefit from inflation as
they pass on supplier price increases.”

Analysts, however, also highlight
other sources of expected earnings
growth and the picture is illuminating: the

dominant answer from those covering
utilities, materials, information technol-
ogy, and healthcare is that end-demand
will improve.

The bottom-up view of
the polycrisis

But in the near term, the pain to come
is evident in the survey’s wide range of
data points. Analysts expect a rise in
debt defaults over the next 12 months.
Recent growth in shareholder pay-outs
will fade, while mergers & acquisitions
(M&A) activity will slow, with 73 per
cent of analysts saying the deals they
do expect will be smaller, bolt-on
acquisitions. Around three-quarters
(74 per cent) say that, for now, the big-
gest focus for boards is holding down
costs and shoring up revenues, rather
than investing for growth or delivering
shareholder returns.

Geopolitical concerns, brought
sharply into focus by the Russian inva-
sion, are also growing, with the survey’s

¢

...74 per cent of
analysts say their
companies’ CEOs
expect earnings to
grow over the next 12
months. Anecdotally,
we know inflation is
playing a role, as one
consumer staples
analyst explains: “Food
retailers benefit from
inflation as they pass
on supplier price
increases.”

March 2023 P. 9



¢«

By sector, the hardest-pressed businesses over the next
year will be those dependent on consumer spending.

negative net reading for this topic
almost doubling. Companies remain
focussed on the environmental, social
and governance (ESG) challenges
ahead, but there is little improvement in
our indicators on net zero, biodiversity
and other ecological issues.

Fear fOI’ the consumer

By sector, the hardest-pressed busi-
nesses over the next year will be those

dependent on consumer spending.
Many companies may have partially
insulated themselves from the immedi-
ate effects of rising US and European
interest rates but households are already
suffering. The survey shows both that
businesses targeting the consumer will
have the least power to raise prices over
the next year and that their balance
sheets are the most stretched.

Yet, as so often in the past two
decades, some salvation may lie in the

pace of growth in China. Answering
the survey as Beijing abandoned its
zero-Covid policy in December, only
8 per cent of our analysts predicted
even a shallow recession in the world's
second largest economy, judging that
the reopening, together with the room
authorities have to support growth with
policy, will succeed in rebooting growth.

It will, of course, not be a smooth
ride, and those who expect a challeng-
ing year in 2023 will find plenty in our
survey to support that view. Overall,
however, the picture emerging is not
one of perpetual gloom but also of
brighter times to come.

This is an abridged version of the full report.

cv alphinity

Alphinity’s proven global funds

Alphinity’s proven process and strong track record in global equities is
now available on the ASX. Two new actively managed ETFs of existing
funds (Alphinity Global Equity Fund: XALG and Alphinity Global
Sustainable Equity Fund: XASG), provide access to global portfolios
that are exposed to powerful trends reshaping the world. These high
conviction, well diversified funds seek to deliver consistent performance

through various market cycles.

Dare to prosper.

Visit alphinity.com.au/global-etfs

Aspire.Sustain.Prosper.

This is general information only and does not take into account your personal objectives, financial situation or needs. Before acting on the information, consider its appropriateness
to your circumstances and read the Product Disclosure Statement (PDS) and Target Market Determination (TMD) on our website. Fidante Partners Limited ABN 94 002 835 592
AFSL 234668 is the responsible entity and issuer of interests in the Alphinity Global Equity Fund (Managed Fund) (ASX: XALG) and Alphinity Global Sustainable Equity Fund
(Managed Fund) (ASX: XASG).
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Benefits of

INTERNATIONAL INVESTING

By Clay Carter, Head of Equity and Research, HALO Technologies

International investing provides investors with many benefits, such as diversification, access to

different technologies, and potentially higher returns. Despite this opportunity, investors tend to

exhibit a “"home bias” and have maintained an allocation to their home nation that is potentially

more than warranted. While not one specific geographical security allocation suits all investors, it is

essential to remain open and examine the possibilities that international investing can achieve.

One primary motivation for international
investing is the diversification benefits
it can provide to a portfolio. When
looking domestically, securities are ex-
posed and driven by the economic and
market forces of the investors’ domiciled
market. Therefore, when you increase
international exposure, your returns are
driven by a more comprehensive array
of economic and market forces, which
then have the potential to generate
returns that vary compared to solely
domestic exposure. The graphic to the
right juxtaposes the difference between
the ASX 200 (red line) and the Nasdaq
composite (orange line) since 2006.
Incorporating a U.S. allocation (in this
case) would have provided investors
with exposure to the market forces driv-
ing the Nasdag, subsequently altering
their investment returns.

Additionally, international investing
can potentially generate lower volatil-
ity than a sole allocation to a single
geographical location. This is due to
the typically low correlation between
geographies.

While international investing pro-
vides diversification benefits, it also
allows investors access to a more
comprehensive opportunity set. Utilising
data from 2020, the large developed
markets accounted for 58.3% (the

ASX 200 vs. Nasdag Composite historic total returns - Source: Factset
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Volatility of returns by market
- Source: Vanguard
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U.S.), 8.6% (Euro area), 3.5% (the
United Kingdom), 2.7% (Canada), and
1.8% (Australia). Solely investing in one
region excludes a large percentage of
the remaining global market and limits
opportunities. An example of this is il-
lustrated by comparing the Australian
market, primarily composed of banks,
retail, resource and energy companies,
to the U.S. market. The U.S. market is
home to some of the most innovative
companies, such as Tesla and Apple.
Failing to incorporate exposure to this
market removes the opportunity to
benefitfrom their innovation and returns.

An often-overlooked element of
international investing is the potential
additional return generation from cur-
rency appreciation. When the value of
your overseds investment appreciates
due to positive return, and the currency

appreciates against your home cur-
rency, you will generate extra returns
upon selling the security.

Three international companies we
believe are long-term structural winners
are LYMH Moet Hennessy Louis Vuitton
SE (contained within ‘Luxury Goods’
Vue), Apple (contained within “Warren
Buffet Top 10’ Vue), and Tesla (con-
tained within ‘Car of the Future’ Vue).

LVMH (EPA: MC)

The LVMH Group was formed through
the merger of Moet Hennessy and Louis
Vuitton in 1987. Today, the Group has
established a market-leading posi-
tion through its unique portfolio of 76
Maisons, which operate within six
groups. The six groups within VMH are
Wines and Spirits, Fashion and Leather
Goods, Perfumes and Cosmetics,
Watches and Jewellery, Selective
Retailing, and Other activities. In each
of the respective groups, LVMH has es-
tablished a highly competitive or leading
market position. LVMH remains one of
the most dominant players within the
luxury goods space. This can be char-
acterised by its scale, strong presence
in every industry segment, and ability
to allocate capital efficiently within the
business. Within luxury goods, being a
part of a multi-brand approach provides
benefits such as shared learning and
incremental growth. It also allows a
greater ability to market and expand
your products. Louis Vuitton has one
of the largest marketing spends within
the space allowing it to continuously
promote its brands and attract new
customers within its ecosystem.

Apple (NASDAQ: AAPL)

Apple designs, manufactures, and
markets consumer technology products,

Historical mix of global equity market capitalisation - Vanguard

including smartphones, tablets, per-
sonal computers, wearable devices
and entertainment devices. The Group
generates robust margins, hasimmense
brand loyalty and continues to innovate
its products year after year. While sup-
ply problems in China have caused
headwinds, we believe that these are
likely to be transitory and will resolve
themselves in the near future. Looking
forward, the Group has the capability
and financial resources to continue
expanding its product lines and mon-
efising its consumer base through new
offerings and services.

Tesla (NASDAQ!: TSLA)

Tesla develops, manufactures and
sells high-performance, fully electric
vehicles and energy generation and
storage systems. The Group emphasises
performance, aftractive styling and the
safety of its users and workforce in the
design and manufacture of its products.
Itis also attempting to develop full self-
driving technology forimproved safety.
While recent negative headlines have
surrounded the Group (primarily due
to Elon Musk purchasing Twitter), we
believe it will remain a market leader
in the longer term. In the near term,
Tesla continues to execute its growth
trajectory by ramping production in
its Giga-Factories, expanding its prod-
uct offering (the first deliveries of the
Tesla Semi were in December 2022),
and being eligible for the new EV tax
credits. Additionally, Dojo, the Tesla Al
supercomputer, continues to learn from
every mile a Tesla drives on the road in
the pursuit of achieving full autonomous
self-driving.

While international investing has
benefits, it'simportant to remember that
it carries its own set of risks, such as
currency, political, and economic risks.
It's essential to carefully consider these
risks and your own investment goals
and risk tolerance before making any
investment decisions.
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HALQO Professional assists advisers research
investment in global markets. You can contact
the team at www.halo-technologies.com/
adviser-request-a-call.
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The cornerstone of our
cash flow solution

By Olivia McArdle, Head of Payments and
Deposits, Macquarie Bank

The best financial advice strategies can
fall short without clear visibility of client
cash flow. That's why CHG Integrated
Wealth runs a Cash Hub for every cli-
ent — keeping them accountable and
on track towards their goals.

Located on the NSW-Queensland
border at Tweed Heads, CHG
Integrated Wealth has evolved from
an accounting practice to a holistic
finance, wealth advice and accounting
business. With a clear understanding of
its ideal clients — busy business owners,
retirees, and high earners — Head of
Wealth Lisa Kirk knew full visibility of
cash flow would be crucial.

So CHG uses the power of
Macquarie Bank’s Cash Management
Account (CMA) as what it calls its Cash
Hub for clients.

“All each client’s cash inflows and
outflows pass through that account.
That allows us to quickly and painlessly

measure cash flow — and what gets
measured gets managed,” she says.

CHG sets up automated ‘drops’
that go from each client’s Cash Hub
towards the best use of that cash to meet
their goals. That could be a home loan
offset account, a Macquarie Bank term
deposit or CMA Accelerator account,
or an investment account. A set amount
is also allocated into an everyday
transaction account for their everyday
living expenses.

“From a client’s perspective, the
Cash Hub just sits there in the back-
ground,” explains CHG Financial
Planner Saul Muscardin. “The balance
that we hold in it at any one time isn't
high, because we're always allocating
cash somewhere productive. We do
the hard work of worrying about cash
flow, and they just get on with their life.”

Real-time cash
optimisation

“Cash management shouldn't be hard,”
explains Olivia McArdle, Head of

Payments and Deposits for Macquarie
Bank. “Macquarie’s cash ecosystem
streamlines the experience for the client
and the adviser.”

She describes it as a hub-and-spoke
model. “The CMA is a cash hub at
the centre, with direct links to a CMA
Accelerator Account for excess cash on
call at a higher rate, and term deposits
for fixed returns if clients want to lock
away funds for a set period - maybe
for a tax bill or saving a deposit for an
investment property.”

Transactions between accounts are
real time and unlimited, with no daily
limits and no fees. And with real time
data integrations to over 45 platforms
and push notification authorisation
options for clients, it's easy to set up
accounts and make cash transfers on
behalf of clients if they prefer.

“Advisers can set up a quite so-
phisticated cash maximisation strategy,
while also having more time to focus
on more complex investment options,”
says Olivia.
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Turn advice into action

Saul describes the benefits to CHG's
business as “gold”.

First, it takes any guesswork (and
data entry time) out of managing ex-
penses. “The numbers don't lie, and the
Cash Hub automates data feeds into
XPlan,” he explains. Separating savings
from everyday banking, with another
set of eyes on transactions, also keeps
clients accountable for their spending
decisions.

CHG can also be more proactive
with advice, which clients value.

“We've got eyes on each clients’
Cash Hub every single day,” says
Saul. “We know what they're build-
ing towards, so we can call and say,
‘I just noticed you've had a pay rise,
let's increase your super or pay down
your debt quicker.” We don't have to
wait for an annual review meeting.”

Best of all, it bridges the gap be-
tween advice and implementation.

“If we leave cash transfers in the
client’s hands, we can’t be confident

«

“Advisers can set up a quite sophisticated cash

maximisation strategy, while also having more time to

focus on more complex investment options,” says Olivia.

it will get done,” says Lisa. “But with
Macquarie’s CMA, we can initiate
cash transfers during a meeting, and
digital authorisation is simple: clients
just get a nofification on their phone to
approve the payment,” says Lisa. “It's
just so easy to implement and tweak
strategies on the go.”

Olivia says around a third of
Australia’s SMSFs choose Macquarie's
CMA as their cash hub! for the same
reasons. “It gives you visibility, data and
control. Our data feed quality is the best
in market, and our authority options are
a game-changer. Some clients will want
their adviser to execute all their cash
transactions — right down to paying their
tax bill - because they're busy. They'll

get a push notification when the pay-
ment is made. Other clients may want
to authorise the payment, and they can
do that from their mobile or desktop.”

Lisa believes nothing compares
to Macquarie’s fully integrated cash
ecosystem.

“It's easy for us, and easy for our
clients. It's the cornerstone of our cash
flow offer,” she says.

To learn more about Macquarie’s cash solu-
tions, request a call or explore their cash
management solutions.

' Macquarie Bank Limited data, ATO Self-
managed-super Fund Statistical Report.

Get accepted in this MBA
based on your business
experience. (no Bachelor's
Degree Required).
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SUPER SNIPPETS

The super wars are alive and well

By Darin Tyson-Chan, Editor,

selfmanagedsuper

They say a week is a long time in sport,
but after last week it would appear itis
a long time when it comes to superan-
nuation as well. At the time of writing
this column we've just experienced a
week of probably the fiercest coverage
of superannuation I've witnessed since
2019 when the Labor Party mooted its
intentions to revamp the franking credit
system for retirees.

The week began with Treasurer Jim
Chalmers revealing the government's
intention to enshrine the objective of
superannuation info law and saying it
was putting an end to the super wars
by doing so. In reality I'd suggest he
actually reignited the war. And how
quickly it escalated too.

So what's so bad about enshrining
the objective of retirement savings into
law? Nothing in principle, but it all
comes down to how that objective is
worded. The government has issued

a consultation paper on the subject
that states: “The objective of superan-
nuation is to preserve savings and de-
liver income for a dignified retirement,
alongside government support, in an
equitable and sustainable way.”

Since its release, concerns have
been raised about several elements
of this proposed obijective. Firstly, it is
unclear how a “dignified retirement”
will be determined and secondly, what
constitutes the principles of “equitable
and sustainable”.

With regard to the second point
it all became a little clearer as the
week progressed. It appears equitable
means the disparity between the bal-
ances different individuals have in their
superannuation account shouldn’t vary
too much and sustainable refers to
the affordability, from a government
perspective, of the associated tax
concessions, although this element
allows Canberra plenty of leeway to
make other “unsustainable” changes
should it see fit.

But the debate continued to heat up
with speculation the ALP was looking
to implement a limit on the balance
anyone could hold in super and by
Thursday a figure of $3 million was
suggested appropriate for this cap.

Basically once this threshold was
introduced only monies up to $3 mil-
lion would be taxed concessionally in
the superannuation environment.

This is all in an effort to address
Labor’s concerns about some exces-
sive super balances currently in play
and this was already flagged back in
November last year when Assistant
Treasurer and Financial Services
Minister Stephen Jones alerted our
attention to 32 SMSFs that had over
$100 million of assets in them, with
one having a member balance as
high as $400 million. In other words,
the minister is looking to shape future
policy on the strength of the experience
of 32 SMSFs out of a total of 603,432
funds in this sector alone.
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The aspect neither Chalmers nor
Jones will acknowledge is the fact all
of these funds with very high balances,
and they are not restricted to SMSFs,
are a legacy of superannuation rules
of the past. The individuals with these
amounts accumulated in their funds did
so without breaking any laws in place
at the time.

Consider this: the current yearly
concessional contribution cap is
$27500 and the annual non-conces-
sional contribution cap is $110,000.
Simple arithmetic would suggest it
would take many decades to save over
$100 million with these imposed limits.

Further, there are already measures
in place to limit how much money
people can direct towards the super-
annuation system. If a person’s total
super balance is $1.7 million or over,
they cannot make any additional non-
concessional super contributions. In
addition, the tax-free status of monies
in pension phase will only be applied
up to a limit of $1.7 million.

¢«

...be under no illusion, despite what Chalmers told us at

the start of last week, the super wars are well and truly

underway once more.

So the question has to be asked
whether stripping balances back to
a maximum of $3 million is really
necessary.

But, of course, there will be a sig-
nificant logistical issue in enacting this
limit that will no doubt have severe
effects on both the share market and
the property market.

This is because many of the SMSFs
with the higher balances being tar-
geted will have substantial holdings in
Australian equities and direct property.
To get each of these funds down to a
total asset value of $3 million, many
domestic stocks and properties will
need fo be sold and we all know what
that will do to the state of those markets.

Is this an economic reality the govern-
ment is really prepared to inflict on the
public given the already high rates of
interest and inflation it is currently hav-
ing fo manage?

As you can imagine | could go on
and on about the flaws associated
with this policy direction, but the word
length of the column will not allow
me to do so. But be under no illusion,
despite what Chalmers told us at the
start of last week, the super wars are
well and truly underway once more.

To subscribe to selfmanagedsuper please
visit www.smsmagazine.com.au
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