
A strategy for life
Shouldn’t living happily be one of the things you plan 
and work for, along with your financial security?

After all, most of us are planning, saving 
and investing to achieve specific goals like 
buying a house, or educating a child, or 
having a financially comfortable retirement 
because we believe that achieving this goal 
will make us happy. But is it enough?

If you are already working hard to maximise 
your income and your savings, how can 
you maximise the other aspects of your 
life, such as your general well-being and 
invest in a little happiness? Here are a few 
strategies you might try:

 ∙ Don’t make work your life. Look 
for a work-life balance that includes 
time for yourself, your family and your 
friends. The latest survey on happiness 
suggests that social and psychological 
factors like being treated with respect 
or having friends and family are vital 
for happiness.*

 ∙ Take care of your brain and your body. 
A comparison of world life expectancy 
ranks Australia in the top four longest-
living people on earth at 79 years for 
men and 84 years for women. But what 
is the point of living longer if you don’t 
have the physical strength and mental 
agility to enjoy it! Scientists have shown 
that moderate daily exercise not only 
strengthens the muscles and builds 

energy levels, but also stimulates the 
blood supply to the brain and helps 
keeps mental deterioration at bay.† 

 ∙ Know yourself and understand what 
you really want out of life. Should you 
take a more stressful job if it brings in 
more money? Dr Caroline West of the 
University of Sydney suggests that you 
should only take such a job if you are 
an ambitious and competitive person, 
but if you are a person who enjoys living 
in the moment, you should consider 
declining it.‡

 ∙ Spend money on experiences, not 
objects. Dr West also advises that 
enjoyable experiences (holidays, learning 
a new skill or hobby, or enrolling in a new 
social group or club), deliver longer-
lasting happiness than objects like a 
new car or plasma TV, where the thrill 
soon wears off.

A successful investment 
strategy needs clear goals and 
well-thought-out strategies to 
achieve them. Isn’t happiness 
worth this kind of input too?

*  University of Illinois, 2010, reported in the Sydney Morning Herald, July 10, 2010. www.smh.com.au/lifestyle/
wellbeing/money-not-the-key-to-happiness-20100709-1041y.html

†  Shephard, R. J. (1998). Aging and Exercise. In: Encyclopedia of Sports Medicine and Science.

‡  Sydney Morning Herald, July 10, 2010. Dr West’s new book “On Happiness” will be published in 2011.
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Building Australia’s super scheme
The SG was originally set at 3 per cent of 
pre-tax income, rising to 9 per cent by 2002. 
In last year’s budget the Federal Government 
announced a proposal to increase it from 9 
to 12 per cent by July 2019. It also plans to 
raise the age limit for eligibility to 75 by July 
20135. At the same time, eligibility for the age 
pension is being lifted gradually from 65 to 
age 67 in 2024. 

During your working years you and/or your 
employer contribute money into super. If you 
are aged between 18 and 70, earn more 
than $450 a month, and are regarded as 
an employee for tax purposes, then your 
employer must make contributions to your 
super fund on your behalf 6. However, you 
cannot access that money until you satisfy a 
condition of release or reach age 65. 

The reward for locking your money away for 
40 years or more is two-fold: investment 
earnings inside super are taxed at 
concessional rates, and withdrawals from 
your savings are tax free after age 607. 

The restrictions placed around access to your 
super savings may be strict, but they provide 
a rare win–win for government and investors. 
The longer you leave your money invested 

in super, the longer compound interest has 
to weave its magic and create a substantial 
nest egg for your retirement. Therefore, the 
government needs to spend less money on 
the age pension and other welfare benefi ts in 
the future.

A brighter future
The compulsory nature of these employer-
funded payments takes the pain out of saving 
for many Australians, but there is no cause 
for complacency. 

The average super payout in 2009/10 was 
$198,000 for men and just $112,600 for 
women. The current generation of retirees 
has had the benefi t of the SG for only 20 
years and many women have had time out 
of the workforce. But as the superannuation 
system matures, retirement benefi ts should 
increase substantially.

For example, someone on a modest income 
of $50,000 with 40 years in the workforce 
could expect to retire with a lump sum of 
around $466,000 based on 9 per cent SG 
and no voluntary contributions. This would 
provide annual retirement income of around 
$30,000, which is better than the pension 
but would only afford a modest lifestyle8. 

The Super Guarantee turns 20 continued

5 ATO.

6 ASFA, The Allen Consulting Group, Better living standards 
and a stronger economy: the role of superannuation in 
Australia, September 2009.

7 Assuming retirement is at age 60, note super payments 
between 55 and 59 may not be tax free.

8 ASFA, The Allen Consulting Group, Better living standards 
and a stronger economy: the role of superannuation in 
Australia, September 2009.

If you would like to discuss ways 
to boost your retirement savings, 
perhaps with an increase in 
voluntary contributions to super, 
then call us so we can help you 
realise your goals. 

Women and money
Against a backdrop of global debt woes 
and � nancial market uncertainty, Australian 
women are more worried than men about 
their � nancial wellbeing and less optimistic 
about the economic outlook.

According to recent surveys by Million Dollar 
Woman, only 30 per cent of working women 
are confi dent that Australia will avoid an 
economic downturn, compared with 47 per 
cent of men1. What’s more, nearly twice as 
many women (18 per cent) are pessimistic 
about the economy’s future than men 
(10 per cent)2. 

It is not clear from the research why women 
are more concerned about their fi nances 
than men, but there are a number of 
possible reasons.

In most families, women have primary 
responsibility for household shopping so they 
may be more sensitive to rises in the cost 
of living.

Debt could also be an issue. Research by 
Million Dollar Woman found that women owe 
$2.60 for every $1 they earn, compared to 
$2.10 for men3. Debt can be good when it is 
used to build wealth, but it causes problems 
when it is used for everyday spending and 
not managed wisely. The less income you 

have, the more diffi cult it is to support a 
signifi cant amount of debt. 

Not only do women earn less than men on 
average, they are more likely to take time out 
of the workforce to raise children, leaving 
them with less money saved for retirement. 
The average superannuation balance in 
2009/10 was just $40,475 for women 
compared with $71,654 for men4. 

Knowledge is power
There is another possible explanation for 
women’s lack of optimism; perhaps they are 
just more realistic than men. The most famous 
study of gender differences in investing, by 
academics at the University of California, found 
that male investors tend to be overconfi dent 
and this leads them to trade their share 
investments more often than women and take 
greater risks5. But men were no more skilful 
or successful than women. Could it be that 
women are more willing to own up to the fact 
that they do not know everything?

While women may have good reasons to be 
less optimistic than men, it does not mean 
they are powerless to act. 

The best way for women – and men – to take 
control of their fi nancial destiny is to increase 
their knowledge. 

1 Million Dollar Woman, Australia’s financial outlook 
‘worries’ women, 19 August, 2011

2 Allianz Future Optimism Index, 23 August, 2011

3 Million Dollar Woman, ibid.

4 ASFA, based on ABS Survey of Income and Housing 
2009/10 (released 19 September 11)

5 Brad Barber and Terrance Odean, ‘Boys will be boys: 
Gender, overconfidence and Common Stock Investment’, 
Quarterly Journal of Economics, February 2001.

Your fi nancial adviser can help 
keep your fi nances on track 
but the more you learn about 
investment and sound money 
management the brighter your 
future will be.
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Make sure your 
business can finance 
your retirement
According to the Australian Bureau of 
Statistics report: Characteristics of Small 
Business Operators, there are 1.6 million 
small business operators in Australia and 
of these, more than one third are aged 
over 501. This means that more than half a 
million small business owners could retire 
before 2025.

For some, the family business will become 
a legacy and be handed down to the next 
generation, but one leading Australian 
succession planner believes that more than 
half of all small business owners in Australia 
plan to use their business as the primary 
source of funding for their retirement2.

This means the business must be sold, 
but who will buy it? Is there a group of 
competent employees to take over through 
a management buyout, or does it have 
to be sold to strangers or even business 
competitors? And how can the company be 
internally structured to maximise proceeds 
from the sale while minimising taxes? 

Australian Tax Office research shows that 
around 60 per cent of businesses do not 
have a succession plan in place3, so while 
many small business owners will have 
thought about this issue, others may be 
deferring key decisions until it is almost too 
late to make the most of what is usually a 
once-in-a-lifetime opportunity.

Step 1: The succession plan
The first step is usually to decide what your 
preferred succession option is – hand the 
business down within the family, sell to 
current partners and senior employees, or 
sell to a third party? Each of these choices 
then leads to more options.

Even a “simple” solution such as handing 
the company on to the next generation may 
raise issues of who is going to take over, and 
whether or not siblings who do not actively 
run the business will share in the profits.

A management buyout or sale to a third party 
will also raise issues – will payment be made 
in cash, for example, or partly financed by 
the seller? Will the founder remain involved 
in the business as a board director or 
minor shareholder? Will the final payout be 
dependent on future performance?

Finally, two critical questions: how can the 
proceeds be maximised to boost the owner’s 
superannuation, and how can capital gains 
tax be minimised for the retiring owner?

Step 2: Tax-effective succession
Capital gains tax concessions for small 
businesses are significant, and can include 
exemptions on the sale of businesses 
owned for more than 15 years, a 50 per cent 
reduction on the sale of current business 
assets, an exemption in the case of the 
sale of assets prior to retirement or a small 
business roll-over option subject to meeting 
certain conditions4. However, it is essential 
to structure the business to maximise these 
concessions. For example, if the company is 
less than 15 years old, should the primary 
value be allocated to the shares in the 
business or the assets it owns? These are 
issues for your accountant to advise you on.

Superannuation is an attractive destination 
for the proceeds from selling a business, 
since the seller may be exempt from the 
standard non-concessional contributions 
cap and contribute amounts up to the capital 
gains tax lifetime cap of $1.205 million from 
certain sale proceeds, or CGT-exempt funds 
up to $500,000, directly into a super fund5. 

Finally, if the seller of the company has 
a self-managed superannuation fund 
(SMSF), it may be possible for the SMSF to 
purchase the business premises from the 
company. This means that you may have an 
opportunity to retain business real estate in 
your superannuation portfolio free of capital 
gains tax, yet remain free to sell the goodwill, 
turnover and other assets of the business6.

Effective teamwork essential
Small businesses come in all shapes and 
sizes, from one- or two-person consultancies 
to larger companies employing many people, 
but whatever the size of your business, you 
usually need specialists on your side to 
achieve a successful succession plan – a 
business accountant, your financial planner 
or a solicitor. 

Your accountant or succession planner will 
assist in valuing the company and advise 
you on an asset structure that will maximise 
available tax concessions. Your financial 
planner, together with your accountant, can 
develop strategies to manage the transfer of 
the capital gain into superannuation, helping 
you to set up an SMSF if this option suits 
your needs, and advise on the options for 
converting all or part of your super into a tax 
effective retirement income. 

If you own a small business and 
you do not yet have a detailed 
succession plan in place, don’t 
wait until it is too late. Talk with 
your accountant and financial 
adviser now, or better still, make 
it a three-way conversation. 

1 http://www.abs.gov.au/ausstats/abs@.nsf/mf/8127.0

2 http://www.successionplus.com.au

3 http://www.successionplus.com.au/

4 ATO.

5 ibid.

6 http://cpaaccountants.com.au/Business_Capital_Gains_
Tax__Pitfalls__Possibilities.htm


