Newsletter

Welcome

Welcome to the Autumn issue of our newsletter and our first for the
new decade.

Coming up within the next couple of months we are excited about
the launch of our education series. We will be hosting seminars by
some well known financial experts who will be sharing with you their
knowledge. Some of the topics we will cover include Self

Managed Superannuation Funds (SMSFs), Transition to Retirement,
and Making Your Home Loan Tax Deductible. If you're interested in
attending, please keep an eye out for our booking options which will
e emailed to you shortly as seats will be limited.

Remember that the team are always here to assist you and any family
or friends that you would like to refer to us.

Enjoy!

Kind regards,

The Financial Spectrum team

www.financialspectrum.com.au
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In this issue...

> Latest economic update. Australia seems poised to take
advantage of the predicted economic boom in Asia. What do the
experts think?

> Debt recycling. Many people don't realise that their mortgage
can actually help make them richer. We introduce you to the
concept of debt recycling as a way to boost your investments.

> Everyday tips to help you save money. You might not realise it
put just a few small changes to your daily habits can add up to a
sizeable difference to your wealth.

> |dentity theft is becoming all too common in Australia. We share
with you some tips to help prevent becoming a statistic




Economic Update

Leaving the global recession behind

Economists are tipping the end of the global recession with

the latest World Economic Outlook released by the International
Monetary Fund (IMF) predicting growth forecasts for 2010. In short,
the global economy seems to be coming back to life after its near
death experience in 2008. The IMF is forecasting that the world
economy will grow by around 3.9% this year increasing to 4.3% in
2011, This is positive news after you consider that the global
economy actually shrank 0.8% in 2009—the first contraction in the
world economy since the Second World War!

The Asian Economies take their place

Emerging and developing nations are expected to lead the global
economic growth in 2010 and 2011 with the IMF predicting that
China’s economy will grow by 10% this year and 9.7% in 2011, That's
awhopping 19.7% in two years! India is expected to be closely on
China’s heels with predicted growth for 2010 and 2011 at 7.7% and
7.8% respectively.

Australia hops aboard the Asian growth train

With the huge amount of growth forecast for our Asian neighbours,
what does this mean for the Australian economy? When you
consider that over 80% of Australia’s exports are to four Asian nations
alone: Japan, China, South Korea and India, and with the predicted

Australia's exports by major country 2008 - % share
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strong demand for commodities such as iron ore and coal, this
could all spell very good news for the Australian economy

indeed. China’s strong demand for energy and raw materials is
positive news for Australia spelling the likely rise of our mineral and
energy export prices this year.

The $USD

In recent weeks the US Dollar has rebounded following
anticipation of rising interest rates and glimmers of hope in US
economic growth. Weakness in the USD in 2009 will boost US
exports in 2010 and will likely give the US economy some much
needed help.

RBA and interest rates

The Reserve Bank of Australia (RBA) lifted the cash rate to 3.75%
in December following rate increases of 0.25% in both October
and November. The RBA moved to increase interest rates after it
ecame clear that the Australian economy had avoided recession
in 2009. Economists are tipping rate rises in 2010 t0 4.25% by the
middle of the year. This will still leave mortgage rates slightly
below their long-term average.
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Source: Commonwealth Research, Australian Economic Perspective, 12/2/2010




Debt Recycling

you richer

Australia’s love affair with property makes it seem as though half of
Australia is saving for a deposit on a house whilst the other half are
trying to pay off their mortgage!

If you have a mortgage though, there are some tax effective
strategies that you might want to discuss with us that can help you
pay down your mortgage faster, and even help to make you richer.

Debt Recycling

One strategy is debt recycling. This is where you don't just pay off
your mortgage but you recycle the debt and use it as an investment
tool. It means using the difference between the amount you owe on
your mortgage and the value of your house to potentially reduce your
mortgage at the same time as building a sizeable nest egg.

An example— Debt Recycling in action

Let's suppose you paid $300,000 for your home four years ago and
it's now worth $450,000. This may allow you to borrow $120,000
(80% of the increased value) as an investment loan and the interest
would be fully tax deductible.

You could then invest the $120,000 in an investment of your choice,
perhaps a Managed Fund, or maybe another property. The choice is
yours. At the end of the year, any extra equity you may have built up
in your property could be borrowed and invested again.

The good part is that by using this strategy the non tax deductible
mortgage ("bad debt”) is slowly converted into a tax deductible
investment debt ("good debt”). Your mortgage is reduced, while at
the same time you're building an investment portfolio. In addition, the
income from your investment gets paid into your non tax deductible
mortgage which accelerates the rate at which the "bad debt” is paid
off.

How your mortgage could actually make

When your mortgage is paid off, you can then make the decision
to either sell your investment and pay out the investment loan, or
to keep the investment using all the income to reduce the
investment loan, or even take a new investment loan against your
home and increase your investment in another investment
opportunity.

Like any geared strategy though, debt recycling can not only
increase your gains, it can also increase your losses. This can
happen if the interest cost is higher than the returns you generate
from your investment. Obviously a longer investment time frame is
required to reduce this risk.

Could Debt Recycling be the right thing for you?

Many people think they have to pay off their mortgage before they
can spare enough money to invest. The problem with this idea is
that if you do that, it might take so long that you won't have
enough time left for your investment to grow and mature. Your
pest ally with investing is time.

Of course, debt recycling isn't suitable for everyone so be sure to
speak to a Financial Spectrum financial adviser who can assist
you in making a decision about whether debt recycling might be a
good strategy for your personal situation.
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> Money Saving Tips

Easy daily tips which could
save you thousands

General Tips In the Home
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Entertainment and Lifestyle
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Identity theft is a growing problem in Australia. Recent research
conducted in 2009 showed that whilst most Australians are worried
about the risks of identity theft, an alarming 75% of us throw out
enough personal information such as credit card statements in our
rubbish and recycling to put us at risk of identity theft,

What is identity theft?

Identity theft is a type of fraud where someone obtains enough
personal information to enable them to pretend to be another
person. This can range from somebody using your credit card
details illegally, to having your identity assumed by someone else
who can open bank accounts, take out loans, and conduct
criminal activities using your identity.

How can it happen?

With just a little bit of digging, there is a wealth of personal
information available. Many of us lose our wallets at some point in
our life. Should these fall into the wrong hands information such as
your date of birth, your address, and your photograph give people
a solid starting point to assume your identity. Another common
way is for fraudsters to steal mail from your letter box or to
rummage through rubbish tips to find documents which have been
thrown out containing personal information.

Along with these “cruder” methods of information theft, many
would-be identity thieves are turning to the internet where there is a
wealth of information available. Of particular concern are social
networking websites such as Facebook. Many people on
Facebook unknowingly share their private information by making
their profile public. Fraudsters are able to obtain information such
as a date of birth, location, email address, telephone number, and
even be able to link individuals by checking their friends list or any
tagged relationships between people.

Another common way to steal information is to trick people into
providing it through scam emails (known as phishing) or by
pretending to be a representative of an institution such as your
ank and asking you to confirm your detalils.
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[dentity Theft

How to protect your personal
information from identity thieves

How can | prevent being the victim of identity theft?
Always be vigilant. Never give personal details to people you
don't know and trust.

Check your bank and/or credit card statements every month for
suspicious transactions. If you find anything suspect call your bank
immediately.

Always shred any documents that contain personal information
such as bank statements. Better still, opt in for electronic
statements directly to your email address.

If you receive a phone call from an institution, don't give them
your personal details. Ask for their name and a contact phone
number and ring the institution directly using a number that appears
on your statement to confirm the authenticity of the call.

Never provide your personal details in an email or on a website
linked from an email you have received no matter how genuine the
email and/or website looks

Regularly check your credit rating. For a fee you can subscribe
to a service such as that offered by My Veda which will alert you to
any changes on your credit file,

It you or your family use social networking websites, change
your privacy settings so that only your friends can see you personal
information. You may also like to consider using a bogus sumame
and/or year of birth.

For more information visit these websites:

> www.stopidtheft.com.au
> www.scamwatch.gov.au
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