Your Fund
Update
Full Year ending 30 June 2016

We want to partner with you throughout
your life journey and help you plan your
future so you don’t have to worry about
your finances.

An exciting future for StatePlus
I’m very pleased to share with you my first message as the new
interim Chief Executive Officer of StatePlus. I’m Graeme Arnott and
I was appointed to this role in June this year. I’ve been at First State
Super, one of Australia’s largest profit-for-member superannuation
funds, for the past 10 years, most recently as Deputy CEO.

The sale
We wrote to you recently to let you know that as of June 2016, First
State Super is the new owner of StatePlus. We’re at a momentous
time in the history of both organisations and I’m really excited
about the opportunities ahead for us. We’re about to create
Australia’s largest member-owned financial advice business, with
more than 200 financial planners and over $21 billion in retirement
funds. These combined strengths mean we have the resources to
bring you the highest-quality professional advice, delivered through
a leading technology platform.

Our promise to you
Most importantly though, I want to reassure you that you will
continue to receive the same high-quality advice and service that
you’ve grown to expect from us.
As our client, you have always been our central focus and you
always will be. ‘Putting clients first’ is what StatePlus has always
lived and breathed. That focus will not change.
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In fact, StatePlus and First State Super share a common heritage,
with deep roots in the public sector. It’s been at our core for over
25 years, and our two organisations are deeply connected in
terms of our values and aspirations.
We want to be the first name that comes to mind when you have
to make key financial decisions in your life and you need advice.
We want to partner with you in your life journey and help you plan
your future so you don’t have to worry about your finances. Above
all we want to help you plan for a fulfilling retirement.

My role
As the interim CEO, my focus over the coming months is to bring
together the strengths of our organisations to deliver on our
promise to you. We will align our strategic vision and make full use
of every opportunity to maximise your retirement income.
This edition of Your Fund Update brings you a review of the past
year in the market and an update on the new technology that we’re
building and launching in the year ahead.
If you have any questions about the sale or your investments with
us, please don’t hesitate to get in touch.
Graeme Arnott
Interim Chief Executive Officer
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Market update –
the year in review
In the previous edition of Your Fund Update we highlighted that low
interest rates and high valuations might mean future returns would
be lower than the strong average returns of the prior few years. This
remains the case today. The 2016 financial year was a challenging
one for investment market performance, reinforcing the importance of
diversification and having an appropriate investment plan.

Shares

Fixed Interest and Cash

Share market performance for most countries over the 2016
financial year was quite poor. We began the year with a
European-inspired bout of volatility as investors grappled with the
consequences of a potential Greek exit from the Euro.

Global economic growth remains below average and with
government budgets constrained in many countries, it has been
left to the central bankers to try to stimulate demand. Policy rates
are negative in Europe and Japan, near zero in the US and 1.50%
in Australia.

While ‘Grexit’ never actually came to pass, we finished the
year with more volatility following the ‘Brexit’ referendum result
supporting Britain’s exit from the European Union. Somewhat
counterintuitively, perhaps, the UK share market ended the year as
Europe’s best performer.
The larger London-listed companies tend to have a high
proportion of offshore revenues and so the fall in the British pound
acts to boost their earnings. Asian markets have been particularly
affected over the last year as concerns about China’s economic
growth model weighed on the outlook.
Closer to home, Australian shares managed to eke out a small
positive return, thanks to the strong dividend yield. In fact, that’s
been the story for the last few years. An investor who bought
the S&P/ASX 300 index in May 2013 would have seen no capital
appreciation at all over the three years to June 2016. But if you
include dividends, that return rises to a cumulative 15%.
Investing in shares provides the opportunity to benefit from
economic growth as it drives company profits. But when the
economic outlook is more uncertain, investors are prepared
to pay a higher premium for companies with stable and
predictable earnings.

Generally, paying high prices for an
investment means accepting lower
future returns.
High-quality companies in the consumer staples, utilities and
telecommunications industries benefited from this effect and are
arguably now looking expensive. Generally, paying high prices for
an investment means accepting lower future returns. Given current
valuations, investors looking to generate stable income might now
benefit from a more diversified approach.

Low inflation has kept the yields on longer-dated government
bonds very low. This has boosted returns for fixed interest
investors. In early July there were over $13 trillion of global bonds
with negative yields. This means investors are prepared to actually
pay for the privilege of lending money to governments; in Germany
and Japan for over 10 years, and in Switzerland for as long as
50 years!
It’s difficult to see how the strong recent performance of fixed
interest can be repeated from current levels, but at the same time
there is no obvious catalyst for yields to rise in the short term.
Over the medium to long term, as deflationary fears subside and
interest rates begin to rise again, we’d expect to see bond yields
head back towards the lower end of their long-run average range.
This will likely be a slow and uneven process so the negative
impact on fixed interest performance will be drawn out over time.

The main reason for holding fixed interest
in a diversified portfolio is the diversification
benefit.

Despite the low expected returns from government bonds there
are still some more attractive opportunities in the credit space. But
the main reason for holding fixed interest in a diversified portfolio is
the diversification benefit.
While we expect that global economic growth will improve and
fixed interest returns will be limited, we may be wrong. If we’re
wrong, and deflation returns as a serious threat, then fixed interest
assets may be one of the few places to hide from volatility.
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Investment market performance
from around the globe
30 June 2015 – 30 June 2016

3.80%
3.99%

0.87%

-28.19% 2.86%

1.47%
-11.56% -0.14%

-21.97% -0.24%

0.87%

1.99%

Source: FactSet Research Systems Inc

Property and Infrastructure
Negative cash rates and low bond yields are driving investors
into higher-risk assets and the reliability of income from property
and infrastructure saw these assets attract higher prices over
the last year to 30 June 2016. These sectors were the standout
performer among listed growth assets. But today’s high prices
mean future returns are likely to be lower.
We’ve reduced our exposure to the listed property and
infrastructure sectors as the valuations became more expensive.
This has meant missing out on some of the latest gains, but it
also reduces the risk of losses should these higher prices prove
short-lived.
We continue to build out our portfolio of unlisted investments
where there’s still a good prospect of earning moderate income
and some capital growth.

Annual returns on commodities
1 year investment return

(30 June 2015 to 30 June 2016)

Gold

12.54%

Oil

-18.73%

Source: FactSet Research Systems Inc

Copper

-15.63%

Iron ore

-17.60%
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Market update – the year in review (Cont.)
The Australian dollar
Weaker commodity prices and Reserve Bank of Australia
(RBA) rate cuts saw the Australian dollar drift lower against the
US dollar and the Euro over the year. In spite of the reduction
in interest rates this year, Australia still has a relatively high
yield compared to other developed countries and this does
provide some support for the currency. The one exchange
rate where we did see our dollar appreciate was versus the
British pound, which had a significant fall following the Brexit
referendum result.
Leaving some of our international shares unhedged provided a
small boost to returns for the year. It has tended to also reduce
risk, as the Australian dollar often experiences weakness at the
same time as growth assets, such as shares, are falling.

Australian dollar vs US dollar

US $0.7686 US $0.7446
30 June 2015

30 June 2016

Your financial planner can help ensure that your portfolio
is positioned correctly for your needs. If you have any
questions, please contact your planner.

Investing in an environment
of low interest rates
Twenty five years ago Nick Farr-Jones led the Wallabies to
World Cup glory and Allan Border’s team retained the Ashes
in a 3-0 series win at home. The world’s first website was
published and your telephone was attached to a socket in
the wall. The Reserve Bank of Australia (RBA) set the cash
rate at 12%, a standard variable mortgage rate was 14% and
a one-year term deposit paid over 10%!
How times have changed. The Kiwis now hold the Webb
Ellis Cup and England won the last Ashes series. There are
now over a billion websites, all of which you can access from
the phone in your pocket. Of course the level of interest rates
has also changed. Mortgages are now at their lowest levels
in nearly 50 years and a term deposit yields not much more
than 2%.
This era of low interest rates is a global phenomenon and
Australia is one of the few developed countries with an official
cash rate above 1%. We expect cash rates will rise again in

the future, but we could be in for a few more years at these
very low levels. Low interest rates are great for borrowers but
can make it challenging for savers to generate the income
they need to support their retirement.
StatePlus was founded 25 years ago to provide financial
advice to public sector employees and their families, and
we’ve always been focused on the needs of retirees. We
recently developed the Fixed Term Fund, designed to
provide investors with a fixed rate of return over a set period
– 1, 2, 3 or 5 years*. Terms are made available monthly and
commence on the 20th day of each calendar month.
Normally the offer rate changes every month. But if you
commence a Fixed Term investment in the month of August
or September 2016, the offer rates are shown below.
Please note that if you close a Fixed Term investment before
maturity, early close costs apply and these would affect
your return.

Offer rates for the Flexible
Income Plan Fixed Term Fund**

1 Year

3 Years

If you make an investment in August
or September 2016

3.07%

3.82% per annum
If you’d like to know more about investing in the
Fixed Term Fund, please contact your planner.

*This information is of a general nature only and contains no advice. Before making any decisions based on this information you should consider its
appropriateness to you. We strongly recommend that you consult a Financial Planner before taking action based on this information. **The rates quoted
above are applicable to investments in the Flexible Income Plan and have been calculated after deducting fees, expenses and taxes. The Fixed Term
Fund is also an investment option available within other products issued by StatePlus. The rates applicable will be different to those quoted above as the
fees, expenses and tax differ.
State Super Financial Services Australia Limited (trading as StatePlus) ABN 86 003 742 756, AFS Licence 238430 is the Trustee of StatePlus Retirement
Fund (ABN 86 003 742 756). Interests in the Fixed Term Fund referred to in this brochure are issued by State Super Financial Services Australia Limited.
A Product Disclosure Statement (PDS) for the Flexible Income Plan is available from any of our offices or on our website at www.stateplus.com.au. You
should read the PDS and consider the Fund’s appropriateness to you before making a decision to invest.
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A new secure
website
is on the way
We previously informed you that we’re
enhancing our processes and systems
to provide you with more choices for
communicating with us and managing your
money. You’ve told us through our research
that you’d like the flexibility of receiving
financial advice in the way that suits you,
whether on the phone, online or face-to-face.
In response to your feedback, we’ll soon be
launching a new StatePlus secure website
which will make it easier for you to stay
up-to-date with your account and your
investments. Our secure website allows you to
login anywhere, anytime and from any device
(mobile, tablet or computer).
All this means less paperwork, faster
response times and the ability to access your
information on the go, when it suits you.

What you’ll be able to do online

You can already view your account balance, investment portfolio and receive
annual statements through the current secure website. When our new secure
website is launched, using the latest in digital technology, you’ll be able to do
even more.
Securely transact on your StatePlus investments. For example, you’ll be able
to change the asset allocation of your StatePlus investments, or make a
withdrawal from them
View your StatePlus correspondence including advice documents, statements
and transaction advices
Read and, when appropriate, approve the implementation of your Financial
Plan with a simple electronic signature
Access Centrelink schedules on demand
Make informed decisions using tools such as our budget planner or retirement
optimiser calculators

What you need to do

To enjoy the benefits of our new secure website you have to be registered for the
StatePlus online service. Check what applies to you in the table below.

We value what’s
important to you
We know that online services can
make life easier. However we also
know they can never replace the
value of relationships. That’s why our
online services are designed to work
alongside, and support, the face-to-face
interactions you have with your StatePlus
planner. Rest assured that if you prefer
not to use our online services, you can
always continue to engage with us on
the phone, by mail or in person.

To stay up-to-date on these changes,
visit stateplus.com.au/updates

Are you using the
StatePlus online
service?

Yes, I’m currently

No, I’m currently not

What you need to do to
enjoy the benefits of the
new secure website.

Check that your email
address and contact
details are correct and
up-to-date. We’ll be
sending you important
information before
the launch of the new
secure website.

Please register online
through stateplus.com.au
Just click on the
Client Login button at the
top right and follow
the prompts under
Need Help? By
registering, you will be
able to receive important
information before
the launch of the new
secure website.

using the StatePlus
secure website

registered to use StatePlus
online services
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What do the
election results
mean for you
and your super?
In May this year, the Federal Government
caused a stir on both sides of politics
when it announced a number of changes
it would like to make to superannuation.
The Australian Labor Party was unhappy
about one of the major changes being
applied retrospectively, while some within
the Coalition itself felt the changes were
at odds with their principles and the
preferences of their supporters.
Now with the federal election out of the
way and the Coalition in for another term,
the spotlight is back on super.

A recap on the major changes
The changes are aimed at ensuring
Australia’s super system can continue to
provide people with a reasonable level of
income in retirement. Many of the changes
impact the tax benefits available to wealthy
retirees and high-income earners.
• Non-concessional (post-tax)
contributions
• Concessional (pre-tax) contributions
• Contributions catch up
• Transfer balance cap
• Work test abolished
• Tax on Transition to Retirement (TTR)
• Contributions to spouse accounts
• Personal Concessional Contributions
(PCCs)

Getting the changes passed

Taking action

The Government is unlikely to face any
difficulties getting the changes through the
Lower House, however the Senate could
prove harder. Without a majority in the
Upper House, it will need the support of
others to pass the legislation.

If approved, the changes will have a
number of impacts on Australians, both
positive and negative. For example, you
may find you have more flexibility to add
to your super when it suits you, thanks
to the lifetime cap on non-concessional
contributions and the removal of the
work test. Or, if you take a career break,
the rollover feature will mean your super
doesn’t have to suffer.

The Labor Party is key to these proposed
changes to super and in principle they
support many of the changes, having
proposed similar measures in the past.
However the Labor Party is concerned
about some of the measures being
retrospectively applied. This includes the
$500,000 non-concessional cap and
the $1.6 million transfer cap on tax-free
retirement phase accounts. The Labor
Party may suggest that the proposals
be sent to a parliamentary inquiry before
providing any support for the measures.
If the Government cannot secure the Labor
Party’s support, it will need the support
of others including the Greens, Xenophon
senators, Hanson Senators, Jacqui Lambie
and Derryn Hinch.

If you’re a high-income earner or you have
a large amount of money in super, you will
likely need to revisit your strategy to ensure
you get the best financial outcomes and
avoid any potential penalties by exceeding
the proposed thresholds.
Some of the measures being proposed will
apply to members of defined benefit funds,
such as the reduced concessional cap and
lifetime non-concessional cap, however
administration and finer details are yet to
be finalised.
Whatever your circumstances, it’s a good
idea to speak with your financial planner
to find out if there is any action you need
to take both before and after the changes
take place.
To find out more about the key changes to
super announced in the Federal Budget,
visit stateplus.com.au and go to
News > Federal Budget 2016 Highlights
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Important changes to the
pension assets test
The assets test thresholds indicate the value of the assets
you can own (excluding your home) before you lose your
eligibility for the Age Pension.

Pensioners who lose their pension entitlement on 1 January 2017 as
a result of these changes will automatically receive a Commonwealth
Seniors Health Card (CSHC) without having to satisfy the CSHC
income test, or a Health Care Card for those under Age Pension age.

The Government recently introduced changes to the assets
test thresholds which will take effect from 1 January 2017.

It’s important to understand precisely what you can access, as well
as what decisions you need to make today, to make the most of your
potential benefits.

From 2017, for every $1,000 of assets over the lower
threshold, your pension entitlement will be reduced by $3.
At present, the reduction rate is $1.50 per $1,000 of assets
over the threshold.

You should check your eligibility regularly as the income and assets
test thresholds are reviewed regularly and your income and assets
may also change, so it could mean that you become eligible when
you weren’t before.

This may reduce the rate of pension paid to many partpensioners. For example, if your assets are valued towards
the current upper threshold, your pension may cease. Or, if
your assets are valued towards the new upper thresholds
(but not over), your pension may reduce.
The lower threshold (for full pension) will be increased to
reduce the impact on pensioners with lower levels of assets.
These changes have been passed as legislation, and the
current assets test thresholds are shown in the table below.
Please note that the 1 January 2017 rates are provided as
estimates only.

If you’re unsure or have any questions about
these changes, please see your planner to
understand how the changes will affect you.
Your planner can also help you review your
retirement income needs if necessary.

Lower threshold
(full pension)

Cut-off (upper) threshold
(no pension payable)

Current*

1 Jan 2017^

Current*

1 Jan 2017^

Single homeowner

$209,000

$250,000

$791,750

$547,000

Single non-homeowner

$360,500

$450,000

$943,250

$747,000

Couple homeowner

$296,500

$375,000

$1,175,000

$823,000

Couple non-homeowner

$448,000

$575,000

$1,326,500

$1,023,000

* Thresholds as at 1 July 2016
^ Estimated cut-off threshold when legislation was passed. The actual threshold will depend on indexation which takes place in
September 2016.

Strategic asset allocation update
We recently completed a review of the strategic asset allocation for the StatePlus Funds* and we’ve
implemented a few minor changes.
• An increase in international equities and decrease in direct property for the Capital Stable Fund
• Extending the direct infrastructure asset class from just the Capital Stable Fund, to the Moderate
and Balanced Funds
• Increasing the exposure to direct property in the Growth Fund
There are no changes to the risk and return objectives or to the Growth/Defensive splits and ranges for
the funds.
You can access the most up-to-date mix of assets for each individual fund on our website at
stateplus.com.au/investmentoptions
*Refer to Important Information on page 8.
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Tips for the
new financial year
There’s never a better time to get your finances in order
and make plans for your future than at the beginning of
a new financial year. Here are some tips for getting off
to a fresh and positive start.

2. Get on top of your tax

1. Set your goals and budget
for the year
There’s no better way to improve
your personal and financial wellbeing
than setting clear goals for the next
12 months and a budget to help
you achieve them. Perhaps you’re
thinking about replacing your car
or saving for home renovations. Or
maybe it’s a good time to boost
savings for a rainy day.

There’ll always be something more
urgent or important than preparing
your tax return. But knowing your
financial position can help you make
important decisions about spending
and saving in the year ahead.
To reduce your tax and get the
most from your money, make sure
you claim all the deductions you’re
entitled to. It’s a good idea to check
out the ATO’s website for a full list of
deductions. While you’re probably
familiar with common claims, you
might be surprised to learn you
may be able to claim things such
as home office expenses, income
protection insurance premiums and
work conferences.
And here’s a tip for the year ahead – if
you have trouble keeping track of your
receipts, you may like to download the
ATO app. With a direct link to myTax,
it makes it quick and easy to submit
photographs of your receipts and
lodge car trips.

3. If you’re still working, think
about salary sacrifice for your
super
Doing your tax return might get
you thinking about being more tax
efficient. Making extra contributions
to your super through salary sacrifice
can be a great way to pay less tax and
save more for retirement.
In simple terms, a salary sacrifice
contribution is a pre-tax payment
that goes straight from your salary
to your super account. Depending
on your marginal tax rate, it could
reduce your overall tax burden for
the year because your contribution
will be taxed at just 15%. Plus, you’ll
be boosting the retirement savings
that you’ll get to enjoy when you’re no
longer working.
For more information on how you can
benefit from salary sacrificing speak
with your financial planner.

Let us know what you think
We’d love to hear from you about Your Fund Update, so please give us a call
or go to stateplus.com.au/contact to send us your feedback.
stateplus.com.au

call 1800 620 305

Connect with us

face to face

Important information

State Super Financial Services Australia Limited trading as StatePlus (ABN 86 003 742 756 | AFSL 238430) is wholly owned by FSS Trustee Corporation
(ABN 11 118 202 672 and AFSL 293340) as trustee of the First State Superannuation Scheme (ABN 53 226 460 365). This information is of a general
nature only and is not specific to your personal circumstances or needs. Before making any decisions based on this information you should consider its
appropriateness to you. Every effort has been made to ensure the information contained in it is accurate. We strongly recommend that you consult a financial
planner before taking action based on this information. Past performance is not an indicator of future performance.
Interests in the Funds referred to in this brochure are issued by State Super Financial Services Australia Limited (trading as StatePlus). A Product Disclosure
Statement (PDS) for the Funds is available from any of our offices or on our website at www.stateplus.com.au. You should read the PDS and consider the
Funds’ appropriateness to you before making a decision to invest.
Neither the SAS Trustee Corporation nor the New South Wales Government take any responsibility for this information or the services offered by StatePlus,
and nor do they or StatePlus guarantee the performance of any product provided by StatePlus. All information is correct as of 30 June 2016. © Copyright
2016 State Super Financial Services Australia Limited, trading as StatePlus.
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