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Market events: what’s ahead?

The market events of 2008 have 

been extensively reported; most 

major economies entered recessions 

and all asset classes (other than 

bonds and cash) fell in value as 

a series of unforeseen events 

unfolded in the global economy.

In what we expect to be a once in 

a lifetime event, there was a collapse 

in confidence in the financial system 

and the Government intervention 

in September 2008 staved off 

what could otherwise have been 

a collapse of the financial system.

What is the outlook for 2009?

Over the course of 2009, markets 

need to stabilise if confidence is to 

return. However, there is no quick 

fix for global economic growth 

and the road to recovery will 

be slow, impeded by the process 

of deleveraging (consumers and 

corporates focusing on paying 

down debt and saving more).

Governments globally, including 

our own, will continue on a 

course of shoring up the financial 

system to deliver the stability 

that is required for a return to 

confidence. We believe this action 

will ultimately be successful and 

that the underpinnings of the 

financial system are now being put 

in place. However, it will continue to 

take time for these actions to have 

effect. Further Government stimulus 

packages will come later in 2009 

and in some cases Governments 

will step in as a lender of last resort.

Some global banks have such 

problems in their balance 

sheets that could result in the 

nationalisation of banks, although 

this would be a last resort. However, 

in the context of the global banking 

environment, major Australian 

banks remain relatively well-placed.

While Australia is not in recession, 

the probability of one appears 

high given global events. A 

recession would merely confirm 

the expectations of many market 

participants.

Due to tighter conditions in credit 

markets, some market participants 

are being forced to repair their 

balance sheets through the sale 

of assets. However, potential buyers 

are holding back to see where asset 

values settle. Currently, prices in 

all asset classes are wide apart, 
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Ride out the storm 
— hopeful signs of 
recovery for 2009

The last edition of Portfolio Watch focused 

on the recent unprecedented events in 

world markets and what they could mean 

for your portfolio.

In this edition, we continue to discuss this 

theme, looking at what actions are being 

taken, both internationally and nationally, 

to restore confidence in markets, as well 

as setting out our Research Team’s outlook 

for markets in the months ahead. Although 

we expect to see signs of economic conditions 

stabilising later this year, we believe markets 

will continue to be volatile and would therefore 

recommend you seek advice from your 

financial planner before making any decisions.

At Bridges, we continue to take a conservative 

and cautious approach to managing your 

money. This has unfortunately not been 

the experience for many other investors 

in the market.

Our planners are more than happy to help 

any family, friends or acquaintances who need 

assistance and advice in these difficult times.

Remember that even though this period of 

volatility has produced disappointing results 

for most asset classes in the short term, we 

do expect sentiment to show signs of recovery 

as the year progresses. Don’t forget that 

investing in shares is a longer term strategy; 

this allows any market fluctuations to smooth 

out over time.

Best wishes for the year ahead,

Michael Carter 

Chief Executive Officer

Market events: what’s ahead?... continued

particularly in the property and credit markets. When this 

situation stabilises, we will have a better understanding of 

prices in all asset classes.

We expect the downgrades in earnings to slow in the current 

year; if this happens, equities would be more attractive to 

investors. However, this is in the context of a lower growth 

environment and we expect the dominant proportion of 

returns will be derived from dividends.

In our view, equity valuations in Australia and the 

potential returns from credit markets appear attractive 

and this opinion will become stronger as we see earnings 

downgrades slow. Corporate dividends are being slashed 

and market yields of around 5.4% remain reasonable 

on the basis that the earnings trough is near. Going forward, 

the importance of dividends should be considered in the 

context of returns from all asset classes being lower.

Conclusion

We expect markets to remain volatile as few economic 

data releases support an economic recovery at this time 

and uncertainties remain. However, we believe the 

underpinnings of the stabilisation of the global financial 

system are being put in place and valuations are attractive. 

Given the uncertainties, and the fact that the market 

will factor in recovery before it actually occurs, we believe 

it is not yet time to become aggressive in markets — we 

continue to recommend that clients with high cash balances 

should slowly cost average into the markets. This strategy 

of investing the same amount into a particular investment 

at regular intervals over a period of time reduces the effect 

of volatility, because more of the particular share is bought 

when the price is low and less when the price is high. We will 

continue to keep clients informed as our views develop and 

circumstances change, but we hope to see the bottom of 

markets some time in 2009.
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The Australian Government has announced it will provide 

federal assistance for people adversely affected by the 

January/February 2009 Victorian bushfires and the North 

Queensland floods caused by Cyclone Ellie. If you are 

eligible to receive payment, you do not need to have been 

an existing Centrelink customer.

A one-off Australian Government Disaster Recovery 

Payment (AGDRP) will be made to victims of these 

disasters. Those eligible will receive an AGDRP of $1,000 

per adult and $400 for each of their children under age 16.

To be eligible, you must:

•	 be an Australian resident and

•	 have been adversely affected by the disaster and

•	� be aged 16 or older or be receiving a social security 

payment and

•	 not already be receiving an AGDRP for this disaster.

Claims must be completed and lodged by 7 August 2009.

Once you have lodged a claim and it has been approved, 

payments can be made by direct deposit into your bank 

account and accessible within 24 hours or paid to you by 

cheque. Centrelink will issue a cheque on the spot, or if 

you go to a Community Recovery Centre you can claim 

payment in cash. If you are unable to access your account, 

you can make alternative arrangements with Centrelink.

If you need assistance, please:

•	� Call Centrelink on 180 22 11 (Victorian bushfires) or 

180 22 22 (Nth QLD floods)

•	 Submit a claim online at www.centrelink.gov.au

•	� Complete a claim form and take it to your nearest 

Community Recovery Centre, Centrelink Customer 

Service Centre or Centrelink agent or post it to:

	 For Victorian bushfire victims:

	� Victorian Bushfires Processing Centre 

Locked Bag 5 

Wallsend NSW 2287

	� For Nth QLD flood victims:

	� North Queensland Floods Processing Centre 

PO Box 2500 

Hobart TAS 7001

Immediate financial assistance is also available to 

employees, small business owners and farmers who have 

experienced a loss of income as a direct result of the fires 

or the floods.

If you or your family or friends have been affected, ask 

your Bridges financial planner for more information.

Help for the victims of national 
disasters

Financial advice can make a difference 
at every age
The next in the series of Bridges online case studies 

introduces Matt and Michelle — small business owners 

in their early to mid 40s. Having almost paid off their 

mortgage, Matt and Michelle’s accountant suggested  

they see a financial planner for some guidance on what  

to do with their surplus funds.

Rather than the extra funds just sitting in a bank account, 

their financial planner, Tania, developed a strategy for them, 

taking into account their goals and objectives but also their 

risk profile…. Five years on, they were paying 40% less in 

tax, the value of their super had almost tripled and, thanks 

to an investment portfolio, they had something for a deposit 

on an investment property.

Visit the Bridges website – www.bridgesweb.com.au to find 

out how they did it. 

If you have family or friends that might benefit from the 

value of financial advice, why not refer them to your Bridges 

financial planner?
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What does ‘Investment Grade’ mean?
Credit ratings explained
Credit ratings provide a useful measure for comparing 

fixed-income securities as they address the possibility 

that a financial obligation will not be honoured as 

promised. Most companies are issued a rating based on 

their financial strength, future prospects and past history. 

Companies that have manageable levels of debt, good 

earnings potential and good debt-paying records will  

have good credit ratings.

Investment grade refers to the quality of a company’s 

credit. In order to be considered an investment grade 

issue, the company must be rated at ‘BBB’ or higher  

by Standard and Poor’s or Moody’s. Anything below  

this ‘BBB’ rating is considered non-investment grade.  

If the company or bond is rated ‘BB’ or lower it is known 

as junk grade, in which case the probability that the 

company will repay its issued debt is regarded as being 

speculative.

The table shows how two of the major rating agencies 

(Moody’s and Standard & Poor’s) rate investments.  

There are two broad categories  —  Investment Grade  

and Speculative Grade —  with each category having  

a number of sub-grades as shown opposite.

Category/sub-grade Moody’s 
ratings

Standard 
& Poor’s 
ratings

Investment Grade

Highest quality (best quality, 

smallest degree of investment 

risk)

Aaa AAA

High quality (often called high-

grade bonds)

Aa AA

Upper medium grade (many 

favourable investment attributes)

A A

Medium grade (neither highly 

protected nor poorly secured)

Baa BBB

Speculative Grade

Somewhat speculative (have 

speculative elements)

Ba BB

Speculative (generally lack 

characteristics of a desirable 

investment)

B B

Highly speculative (bonds 

of poor standing)

Caa CCC

Most speculative (poor prospects) Ca CC

Imminent default (extremely poor 

prospects)

C C

Default C D

Source: PIMCO

Stockwatch
Incitec Pivot Limited (IPL) — BUY

Incitec Pivot Limited (IPL) is an integrated fertiliser business, 

involved in the manufacture, distribution and sale of 

fertilisers. IPL markets a comprehensive range of fertiliser 

products to meet the nutrient needs of a variety of crops and 

soils and also provides support services to a wide variety of 

cropping and livestock enterprises in eastern and southern 

Australia. These products are manufactured, purchased 

from other Australian suppliers, or imported from global 

suppliers. The manufacture of fertilisers in Australia is very 

concentrated with Incitec and CSBP (Wesfarmers) together 

accounting for approximately 90 to 95% of total fertiliser 

production. Incitec dominates the east coast and CSBP 

dominates the west coast. Incitec dominates distribution 

with 65% market share on the east coast.

The company also has a solid number two position in the 

explosives market after the acquisition of Dyno Nobel, holding 

a 15% global share behind the global leader Orica (ORI) with a 

25% share. Explosives now account for 25% of earnings and 

should be more stable than the fertiliser business as revenues 

are mainly under long-term contract with clients.

We like IPL as it has attractive leverage to the soft commodity 

(agriculture) theme. We believe that, as the population grows, 

the medium to longer term outlook for the soft commodity 

space remains attractive with increasing demands on world 

food stocks. In particular, global ‘stocks to use ratios’ for most 

grains remain near all-time lows. The company recently had a 

downward revision due to falling fertiliser prices — any further 

downside from this area should now largely be incorporated in 

the price. The acquisition of Dyno Nobel should provide some 

stability to earnings as revenues are largely contracted.



5

Centrelink and deeming
What is deeming and how could it affect you?

Deeming is used to calculate income for pension, benefit 

and allowance payments as it is regarded as being a 

fair way to treat people who have the same amount of 

financial assets.

Your rate of pension or allowance is based on the lower 

of the two amounts calculated under the income test and 

the assets test. Under the deeming provisions, Centrelink 

applies a prescribed rate — the deeming rate — to financial 

investments to determine the assessable income. The 

actual returns from the investments, whether in the form 

of capital gains, dividends or interest, are not used for 

income assessment, even if the investment returns are 

above the deeming rates.

There are two deeming rates, separated by a threshold. 

From 26 January 2009 the lower deeming rate is 3% and 

the higher deeming rate is 4%.

The current deeming threshold is:

•	� $41,000 if the income support recipient is a single 

person

•	� $34,100 for each member of a couple where neither 

is a pensioner

•	� $68,200 for both members of a couple where at least 

one is receiving a pension.

Deeming rates and thresholds are varied by the 

Government from time to time.

The following examples illustrate how income on 

investments is calculated:

•	� Ryan, a single person receiving Newstart Allowance, 

has $35,000 in his bank account. He has no other 

financial investments. As his total financial investments 

are below the deeming threshold of $41,000, Centrelink 

applies the lower deeming rate of 3% to the $35,000 

and Ryan is therefore assessed to be receiving $1,050 

of annual income from his investments.

•	� Jose and Marta both receive the Age Pension. Between 

them, their financial investments total $100,000. 

The first $68,200 is deemed at 3% and the remaining 

$31,800 is assessed at the higher rate of 4%. 

Therefore, Centrelink assesses them to be receiving 

an annual income of $3,318 from their investments.

Financial investments that are affected by deeming 

include:

•	� bank, building society and credit union cheque and 

savings accounts

•	 cash

•	 term deposits

•	 money held in solicitors’ trust accounts

•	 managed investments

•	� shares and securities that are listed on a stock 

exchange

•	 bonds, debentures, unsecured notes, bank bills

•	 loans made to individuals, private companies and trusts

•	 gold and other bullion

•	� investments in superannuation funds held by persons 

who are over Age Pension age.

Before the introduction of deeming, many Centrelink 

income support recipients elected to receive little or 

no income from their savings in order to maximise their 

Age Pension entitlements. Deeming encourages people 

to consider earning better returns on their investments 

so that their total income, both from investments and 

from Centrelink, is maximised. Indeed many financial 

institutions offer ‘deeming accounts’ that offer interest 

rates similar, but often lower, than the prevailing deeming 

rates. Your Bridges financial planner may be able to 

achieve better than this in the medium term.

Note that the deeming provisions explained above apply 

equally to means-tested payments from the Department 

of Veterans’ Affairs.

Deeming is a simple set of social security rules used to assess income from financial assets. Under 

these rules, financial assets are assumed to earn a certain amount of income, regardless of how much 

they actually earn.
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Good news from the Government
Help for low to middle income families and individuals

It is expected that one-off payments of up to $950 

will be made in April this year.

There are five one-off payments, as described below.

Tax bonus payment

A one-off payment will be paid to every eligible 

Australian taxpayer earning $100,000 or less 

(up to 8.7 million individuals) as follows:

•	� $900 bonus will be paid if your taxable income 

is up to and including $80,000

•	� $600 bonus will be paid if your taxable income is 

between $80,001 and $90,000

•	� $250 bonus will be paid if your taxable income is 

between $90,001 and $100,000.

The ATO will automatically make the payment after 

determining eligibility – you don’t have to apply for the 

payment. The payment will only be made to eligible 

individuals that have submitted a 2007/08 tax return. 

If you have not yet submitted a tax return, you have until 

30 June 2009 to do so.

Single income family bonus of $900

This one-off bonus will be paid automatically by 

Centrelink in the fortnight commencing 11 March 2009 

to families who are eligible for Family Tax Benefit 

Part B (FTB-B) on 3 February 2009. The payment will 

be non-taxable and will not be counted as income for 

Centrelink purposes.

The small number of families who claim FTB-B as a lump 

sum will receive their one-off payments from Centrelink 

in 2009/10 and 2010/11 after the ATO has processed their 

2008/09 tax returns.

Farmers hardship bonus of $950

A one-off payment of $950 will be made to people 

who are receiving any of the following support as at 

3 February 2009:

•	 Exceptional Circumstances Relief Payment for Farmers

•	� Exceptional Circumstances Relief Payment for 

Small Business

•	 Interim Income Support for Farmers

•	 Interim Income Support for Small Business

•	 Transitional Income Support

•	 Farm Help Income Support.

The payment will be made in the fortnight commencing 

24 March 2009 and will not be taxable and will not be 

counted as income for Centrelink purposes.

Back to school bonus of $950

This one-off bonus will be paid to families eligible for 

Family Tax Benefit Part A (FTB-A) on 3 February 2009 

at the rate of $950 for each eligible child of school age 

(aged four to 18 on 3 February 2009).

Training and learning bonus

The bonus consists of two categories:

Category 1: a one-off bonus of $950 for recipients of:

•	� Youth Allowance (students and apprentices), Austudy, 

ABSTUDY and related payments

•	� Sickness Allowance and Special Benefit (for those 

under Age Pension age).

If a student receives the Government’s back to school 

bonus, they will not be eligible for the training and 

learning bonus.

Category 2:

•	� A temporary supplement of $950 to the Education 

Entry Payment (from 1 January 2009 to 30 June 2010)

•	� A temporary extension (from 1 January 2009 

to 30 June 2010) of the Education Entry Payment 

to Youth Allowance (other)

•	� A temporary relaxation (from 1 January 2009 

to 30 June 2010) of the requirement that recipients 

must have been receiving Centrelink payments 

for 12 months — this is now one month.

If you would like more information about the 

Government’s stimulus package, please speak to your 

Bridges financial planner.

In early February this year, the Rudd Government announced a further stimulus package for low and 

middle income families and individuals.
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Asset Index 1 yr return 5 yr return Comments

Australian 

shares

S&P/ASX 300 

Accumulation 

index

-34.7% 6.6% Australian shares remain weighed down by a number 

of heavily discounted equity raisings (deleveraging 

of balance sheets) and the deteriorating outlook for 

corporate profits. The first half of this year will continue 

to see asset values written down and profits revised. 

However, in due course, the Government stimulus 

package, unprecedented easing of interest rates and a 

low rate of inflation will eventually provide support to 

the markets.

Listed 

property 

trusts

S&P/ASX 200 

A-REIT 

(property) 

Accumulation 

index

-51.7% -4.9% The property sector remains one of the worst 

performers on the Australian share market. Investors 

continue to deeply discount the unit prices from the 

fear of further capital raisings. Investors seem to have 

become overly pessimistic in their assumptions on the 

peak to trough revision of operating earnings and asset 

write-downs. Until the credit markets start to function 

normally, the unit prices across the property sector are 

likely to remain volatile.

International 

shares

MSCI World 

Accumulation 

index 

(USD)

-41.4% -2.5% International shares have fared equally badly. Global 

markets remain in the grips of the credit crunch with 

lenders significantly rationing credit to even the best of 

companies. This is causing companies to tap the equity 

markets for rights issues with deep price discounts. The 

stimulatory efforts by Governments will in time start to 

have the required effect on equity markets.

Fixed interest 

and cash

UBS Warburg 

Comp. Bond All 

Maturities index

15.1% 7.5% The index posted positive returns with the majority of 

contribution being from Australian Government bonds. 

Falling interest rates combined with a limited supply of 

quality corporate bonds has meant that investors had 

no option but to move into sovereign debt. 

* Past performance is not a reliable indicator for future performance. Investment returns can go up or down.

Investment market review
quarter ended 31 January 2009*
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Our offices

Adelaide	 08 8202 7766

Adelaide — 
Norwood	 08 8334 2450

Albury	 02 6041 2122

Albury — HBS	 02 6021 4513

Armidale	 02 6771 2989

Bacchus Marsh	 03 5367 3400

Batemans Bay	 02 4472 7363

Bathurst	 02 6331 51 1 1

Bathurst — 
Russell Street	 02 6331 0411

Bega	 02 6491 6421

Bendigo	 03 5440 121 1

Bondi Junction	 02 9369 2092

Bowral	 02 4862 1230

Brisbane	 07 3217 6044

Brisbane — 
Bayside	 07 3821 1 161

Brisbane — 
North Quay	 07 3236 371 1

Broadwater	 07 5500 6994

Canberra	 02 6247 41 1 1

Canberra — 
Kingston	 02 6239 5188

Castle Hill	 02 8850 1466

Charlestown	 02 4942 2922

Chatswood	 02 8448 2006

Coffs Harbour	 02 6651 2000

Darwin	 08 8981 7722

Dubbo	 02 6881 8177

Essendon	 03 9379 1 166

Gippsland	 03 5144 1622

Gold Coast	 07 5562 2177

Gosford	 02 4323 7468

Griffith	 02 6964 2122

Homebush	 02 9735 9156

Honeysuckle	 02 4927 5833

Hurstville	 02 9570 3222

Launceston	 03 6334 4900

Laurieton	 02 6559 9950

Lismore	 02 6622 0353

Liverpool	 02 9821 2274

Maitland	 02 4934 6133

Melbourne	 03 9629 8188

Melbourne CUC	 03 8779 5254

Mildura	 03 5022 7062

Miranda	 02 9525 5900

Newcastle	 02 4926 5255

Nowra	 02 4422 1877

Parramatta — 
George St	 02 9635 5305

Parramatta — 
McNamara	 02 9633 9044

Parramatta — 
North	 02 8843 0677

Parramatta — 
PCU	 02 9841 8207

Penrith	 02 4721 5800

Perth	 08 9321 1288

Perth — King St	 08 9481 0501

Port Macquarie	 02 6584 5050

Shepparton	 03 5821 471 1

St Leonards	 02 9906 8005

Sunshine Coast	 07 5476 0811

Sydney — 
Maritime Centre	 02 8243 6500

Sydney — 
St Martins Tower	 02 8262 4000

Tamworth	 02 6701 9100

Toowoomba	 07 4638 3611

Townsville	 07 4725 2910

Wagga Wagga	 02 6931 9744

Whyalla	 08 8645 8055

Wodonga	 02 6024 1722

Wollongong	 02 4226 1233

Wollongong — 
Figtree	 02 4227 3255

Head Office	 02 9028 1000

Bridges ASX Participant AFSL No 240837

Part of Australian Wealth Management

Important note — This is general advice only. It is not possible, when preparing Portfolio Watch, to take into account individual clients’ 

investment objectives, circumstances and needs. Before acting on any information or advice contained, expressly or implicitly, 

in Portfolio Watch you should consult an Authorised Representative of Bridges Financial Services Pty Limited (Bridges). No part 

of Portfolio Watch may be reproduced without the written consent of Bridges in each case. Bridges, its directors, employees or 

any associate are not liable for any loss or damage arising as a result of any reliance placed on the contents of Portfolio Watch. 

To the extent permitted by law all such liability is excluded. Investors will need to contact their financial planner regarding financial 

products outlined in this newsletter. Funds and pensions named in Portfolio Watch are issued by Questor Financial Services Limited. 

AFSL No 240829. You should obtain and consider the Product Disclosure Statement available from Bridges before investing in any product.
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Q What happens if I die without a Will?

A �Dying without a Will can be costly and 

can create added stress for your family 

at a time that is already difficult. In 

addition, you risk your estate being 

distributed according to strict government 

requirements rather than according to 

your wishes. This means you may also 

lose the choice of who benefits from your 

estate. It makes your estate more difficult 

to administer and it will take longer to be 

finalised, resulting in increased costs.

Q �Why is it important to have 

an up-to-date Will?

A �Your Will is one of the most important 

documents you will ever sign because 

it is the one document that gives away 

almost everything you own. It is therefore 

important to ensure that your Will reflects 

your current wishes and distributes your 

estate in the most beneficial way.

Q What is a Power of Attorney?

A �It appoints a person (or persons) to carry 

out financial transactions on your behalf 

during your lifetime. A Power of Attorney 

can be ‘Enduring’ if you wish it to operate 

in the event that you lose your capacity 

to make financial transactions yourself.

Q �Do I still need a Power of Attorney 

if all of my assets are held jointly 

with my partner?

A �Yes, you do. If you become unable to 

deal with your affairs, your partner does 

not automatically have the right to do so. 

An Enduring Power of Attorney will solve 

this problem as it allows your partner to 

deal with your financial and legal matters 

in a timely manner. For example, if you are 

in the process of selling your home and 

buying another and something happens 

to one of you, the other can still complete 

the transaction.

Q �My daughter is 25, owns her own flat 

and is going overseas for two years 

backpacking. Should she organise for 

me to be her Power of Attorney?

A �While your daughter is out of the 

country, it is much harder to deal with 

her Australian affairs than when she 

is at home. For example, if she is leasing 

out her flat and there are new tenants, 

you can sign the lease agreements rather 

than have them sent to an obscure post 

office in your daughter’s next destination. 

You could also terminate her term deposit 

to send some extra money over to her 

and you can even file her tax return. 

Your daughter controls what powers 

and duties she gives you in her written 

authority instructions.

Q �I want both my sons to be my 

Attorney (I don’t like to play 

favourites), but one travels a lot. 

Can just one of the boys deal with 

things if needed?

A �You can appoint your Attorneys jointly 

and severally which means they should do 

things together, but if one can’t, the other 

is still able to deal with your affairs. This 

gives you the most flexible arrangement.

Q �What is an Enduring Power of 

Guardianship?

A �Where available, it appoints a person (or 

persons) to make lifestyle decisions for 

you if you cannot make them for yourself. 

This could include decisions about medical 

treatment and where you live.

Q Where can I go to get help?

A �Your Bridges financial planner can 

arrange a meeting for you with an Estate 

Planning Specialist.

Our guest contributors are Robert Monahan, Senior Estate Planner, and 

Carrie Brown, Senior Wills Consultant, from AET.


