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In this edition:

• How to deal with irregular
income

• Smart ways to financially get
ahead in your 40s
• Prepare for the rising
Age Pension age
• Enjoy luxuries

If you are new to reading The Key
newsletter, welcome. If you are an
avid reader of this publication you
would be familiar with this forum,
delivering relevant and interesting
content from the financial planning
industry, to help you better
manage your financial life. A core
value of our business is that every
Australian should have access to,
and benefit from, good financial
advice. In reading this publication,
we hope that you find the articles
interesting, and perhaps they will
provide some talking points for
your next review meeting with
your financial adviser.
Enjoy reading this edition of
The Key.

How to deal with irregular income
Beat the challenge of having
irregular income by planning your
finances.
Managing your finances can be challenging
if your income fluctuates from month
to month. People like self-employed
business owners, freelance writers, new
entrepreneurs and contractors need to plan
how their money will last until their next
payment comes.
While this can be difficult, the following tips
may help you gain stability and security in
your finances.

Create a budget
Having a budget is crucial to ensuring you
have enough money to cover your essential
expenses and build up your savings. A
budget tracks your spending on a weekly
or monthly basis and factors in your income
(taking into account fluctuations), expenses
and financial obligations. It may help you
set limits on your discretionary spending
– such as eating out and unnecessary

shopping – to help you stretch your
income. Perhaps most importantly, it may
keep you from over-spending when your
next payment comes through.

Build your contingency fund
Everyone needs a contingency fund
to cover unexpected events such as
unforeseen medical costs. But having
money socked away for emergencies is
even more important if your income is
unpredictable.

This money may help you stay
afloat during periods of little or
no income.
Increase your income
You don’t have to fully rely on your job
or trade for income. If you have enough
savings on top of your contingency fund,
you may want to consider investing a
portion of your money. Your professional
financial adviser could recommend
strategies to help you generate an income
from your investments.

Boost your retirement fund
You may not be considering
retirement savings when you have
irregular income, but it’s vital for your
financial security. If you’re looking to
bolster your superannuation account,
the ‘catch-up’ scheme helps eligible
individuals increase their super
savings by allowing them to make
catch-up concessional contributions.
From 1 July 2018, members with
a total super balance of less
than $500,000 can ‘carry forward’
any unused amount below the
concessional contribution cap on a
rolling basis for five years.
Before you decide to make a
contribution, it is wise to get
professional financial advice so you
fully understand your contribution
options.

Get insurance protection
Consider taking out insurance to
protect your income should a sudden
illness or injury prevent you from
earning.

Smart ways to financially
get ahead in your 40s
In your 40s and still not financially
secure? Don’t fret. You can still
catch up.
Being in your 40s often involves balancing
different priorities. For example, you may
need to care for your ageing parents, grow
your career or business, and if you’re a
parent, support your children.
With all these responsibilities, it’s easy
to neglect your own financial wellbeing,
including building your long-term savings.
But it’s not too late to try secure your
future. Here are some tips to help you
financially make the most of your 40s.

Make a plan
If you don’t have a financial plan, it’s time
to get one.
A financial plan may help you stay on track
by identifying your long-term goals and the
steps you could take to reach them. Ensure
that it’s based on your specific needs and
priorities – and is realistic. By working with
a professional adviser, you may be able to
tailor a plan that optimises your ability to
invest and save for the important things.

Grow your savings
Your 40s can be your peak earning years.
Data from the Australian Bureau of
Statistics shows that in 2016, employees
aged 45 to 54 earned $1,479.90 in average
weekly total cash earnings, the highest of
all age groups.1

Income protection
insurance may provide
a monthly income while
you’re unable to work.
But depending on your job,
different types of income protection
insurance have different benefits and
employment requirements.
Speak to your financial adviser to see
if such a policy might work for you or
how you may tailor a plan to meet
your income protection needs.

This may be a good decade then to ramp
up your savings and funnel some of your
income into your superannuation through
salary sacrifice, for instance. But be sure
to do your homework and speak with a
financial adviser to find out what your
options are.

Give your super a health check
Speaking of super, do you know how your
account is doing?
A quick super health check may help
you increase your retirement savings. For
example, by choosing a different investment
option or type of risk, you may be able to
earn better returns on your super.

If you have multiple super funds,
consolidating your accounts may mean you
could save on fees. Super can be a difficult
subject to get your head around, so it is
recommended you consult a professional
financial adviser about how you could
bolster your super.

Avoid lifestyle creep
People have a tendency to inflate their
standard of living as they earn more and
can afford more things like a better house
or car, or more holidays.
While it’s only natural to want the finer
things in life, it’s wise not to get caught in
a cycle of upgrading your lifestyle beyond
your means. You’ll likely end up with little
to no financial gain if your spending rises
as quickly as your income. Stick to the plan
you’ve developed with your financial adviser
and stay focused on your financial goals.

Consider investing more
Your 40s may be a good time to
invest more – or diversify your existing
investments – to help you grow your
long-term savings and try stay ahead of
inflation. Although leaving your money in a
fixed-income vehicle may reduce your risk
of losing money, inflation might erode the
value of your capital.
If you decide to invest more, or more
aggressively, keep in mind that it’s important
to choose instruments that suit your risk
appetite and time horizon. Developing a
strategy with your financial adviser might
make it easier to achieve the return required
to reach your financial goals.
Your 40s can be a juggling act of different
priorities, but they could also be a great
opportunity to set up new, healthy financial
habits. By putting these into practice,
balancing your financial responsibilities
may be that little less difficult.

Seek advice
Your financial adviser can review your
finances and work with you on a financial
plan based on your needs and priorities, to
help you achieve your goals in your 40s.
1 Australian Bureau of Statistics, May 2016, ‘Employee
Earnings and Hours’. Accessible at: http://www.abs.
gov.au/ausstats/abs@.nsf/mf/6306.0
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The government will tax your salarysacrificed contributions at 15 per cent,
which could be much lower than your
marginal tax rate.
Making non-concessional or after-tax
contributions is another option. You can
contribute up to $100,000 each financial
year if your total superannuation balance
is less than $1.6 million. To understand
how these contributions work and how
you can make the most of them, it’s wise
to get professional advice.

Beefing up your long-term
savings
Your personal savings can supplement
your super payments in retirement. But
are they growing enough now to provide
you with some income when you retire?

Prepare for the rising Age Pension age
Are you affected by the increase in the Age Pension’s qualifying
age? Take steps now to help secure your retirement income.
The minimum age to qualify for the Age Pension has started going up. For those born
on or after 1 July 1952, the qualifying age increases by six months every two years until
it reaches 67 in July 2023. It rises to 66 in July this year.
The following table illustrates the qualifying age by birthdate and the effective date of
each pension age increase.

To build up your savings, you may have
to invest part of it and ensure it’s growing
faster than the rate of inflation.

Investing in a managed fund
or buying an investment bond
may help you increase your
nest egg, but you should
seek professional advice to
see if these instruments are
appropriate for you.
Your financial adviser may also suggest
ways to spread your investments, to help
you lower the risk of losing money.

Date

Affects men and women born
(both dates inclusive)

Pension age

01/07/2017

01/07/1952 to 31/12/1953

65 years and 6 months

Knowing your entitlements

01/07/2019

01/01/1954 to 30/06/1955

66 years

01/07/2021

01/07/1955 to 31/12/1956

66 years and 6 months

01/07/2023

On or after 01/01/1957

67 years

Besides the Age Pension, you may be
eligible for other government benefits
and concessions. The Seniors Card, for
example, offers individuals over the age
of 60 discounts on some commercial and
public services such as transportation.
Concessions that allow you to buy
prescription medicine at a discount are
also available.

If you’re turning 45 this year, for example, and plan to ease into
retirement when you reach 60, you will need to wait until you’re 67
before you can apply for the Age Pension. You’ll have to rely on your
own savings and superannuation in the interim.
This makes it crucial to ensure you have enough money put away for later years. But
the good news is that there’s still time to grow your retirement savings.

Boosting your super
Contributing more to your super can be a reliable route to bolstering your retirement
fund.
By making extra contributions through salary sacrifice, you can grow your super and
at the same time reduce the amount of income tax you pay. Including your employer’s
super guarantee contribution, you can make concessional contributions of up to
$25,000 each financial year.

But keep in mind that these benefits have
strict eligibility rules. The laws governing
them also change quite often. There’s no
guarantee that these entitlements will still
be available by the time you retire.

Take charge of your retirement
By working with your financial adviser, you
can develop a strategy that helps ensure
you’ll be well provided for regardless of
changes to pension policies.
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Enjoy luxuries
without
sacrificing your
financial security
By making smart choices, you
could indulge in luxury goods
and still protect your financial
wellbeing.
It’s sensible to grow your money as
much as you can by saving regularly
and investing in assets that can help
you accumulate wealth. But it’s also
important to enjoy the money you’ve
worked hard for by, for example,
acquiring luxury items or investing in
passions such as antiques and art.
Research shows that consuming products
of desire can be beneficial to individuals.
It can improve their state of mind and
lead to greater life satisfaction.1 But
how can you indulge in such purchases
without sacrificing your financial security?
Here are some practical ways.

Avoid assets that are costly to
maintain
Certain fancy items such as luxury cars
are expensive to maintain. The cost
of maintaining a yacht, for example, is
estimated to equate to about 10 per cent
of its value every year.2 And this doesn’t
even include the operating expenses
such as fuel.

Selecting goods that don’t cost
much to maintain, such as luxury
bags and antique furniture, may
help you avoid putting a dent in
your savings.

Choose ‘investment pieces’
Indulging in luxury items that are
investment pieces may be wise. By
buying goods that appreciate over time,
you can enjoy them and perhaps even
grow your wealth. Gold, for example, is
used as both a luxury and an investment
piece.
However, keep in mind that even
jewellery, famous paintings, collectibles
and other investment pieces may still
lose value over time; it all depends on
the market and how much risk – and
research – you want to take on.

Secure an income stream
Although luxury assets may grow over
time, they don’t typically provide an
income.
You may want to make sure you have
investments that can offer you earnings.
Consider working with a professional
financial adviser on how you might invest
your wealth to give you stable earnings.
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By having an income stream, you could
gain the independence to pursue the
things you want, including investing in
your passions.

Build up your long-term savings
Having a big enough nest egg for your
retirement is crucial to securing your
financial future. It may give you peace of
mind while allowing you to enjoy some
luxuries. If you’re not sure how much
money you’ll need for the kind of lifestyle
you want in retirement, consider getting
financial advice. Your financial adviser
may help you draw up a plan to make
sure you’re on track to achieve your
retirement goals.
1. Hudders, L and Pandelaere, M, May 2011, ‘The
silver lining of materialism: The impact of luxury
consumption on subjective well-being’, Journal
of Happiness Studies. Accessible at: https://link.
springer.com/article/10.1007/s10902-011-9271-9
2. Rudow, L, April 2014, ‘The real cost of owning
a yacht’, YachtWorld. Accessible at: https://www.
yachtworld.com/boat-content/2014/04/real-costowning-yacht

