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Welcome 
 

INSIGHT            SPRING 2015 
 

 

 

From all the team at Palladium Wealth Partners, welcome   

to the Spring edition of our in-house newsletter. 
 

The advent of Spring — with nature in full bloom — brings 
about a renewed sense of purpose, inspiration and vigour for 
many of us.   

Indeed, with the warm mild weather coupled with extended day 
light, Spring is a time to look forward to pursuing all those   
activities — whether work or play — put off over the Winter. 

We hope our newsletter may provide you with the same      
purpose and inspiration for you to get on with a number of 
meaningful tasks you may have previously put aside. 

In this edition, we provide the latest market update with a    
surprising take on whether the worst of the market volatility is 
behind us, whilst we also include articles about: 

 Estate Planning for the “Modern Family”; and 

 The Dividend Yield Trap. 

The “Rear View” section in this edition, we re-account our   
recent outback odyssey — not the 4x4 kind mind you — to  
advise Leigh Creek Coal Field and Port Augusta Power Station 
workers of their choices in light of the closure of both facilities  
in November 2015 and March 2016 respectively.  

Finally, as this will be our last newsletter for 2015, we wish you 
all the very best for the upcoming festive season relaxing with 
family and friends.   

Until next year…..happy reading! 
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Market Update 
 

The US Federal Reserve surprisingly chose not to raise interest rates in their most recent September 
meeting and market volatility characteristic of the last quarter has subsided — does this mean the worst 
is behind us? 

                                                    

Since our last newsletter, change has been 

afoot both economically via ongoing global  
events and politically, particularly in Canberra, 
where we have a new Prime Minister in       
Malcolm Turnbull and new Treasurer in      
Scott Morrison, not to mention a cabinet        
reshuffle. 

As you know, our theme for 2015 has been 
about confidence, so the unfolding events both 
here and abroad provides us with some      
additional  reassurance and dare we say it 
again — cautious optimism — that we may 
have turned the corner. 

Let’s take a look were things sit and hopefully 
the worst of the market volatility of the         
preceding quarter may be the last for some 
time to come. 

Australia 

The Australian economy continues to show 
resilience under immense headwinds as we 
now head towards the 25th year of continuous 
economic growth. 

With our triple A credit rating in tact, a renewed 
sense of confidence and a revised agenda by 
the new Turnbull Government focussed on 
innovation and structural reforms to taxation, 
superannuation and labour laws may indeed 
see us overcome the underlying malaise of 
recent years. 

Notwithstanding the ongoing rise in the property 
market albeit predominantly restricted to     
Sydney and Melbourne, the Reserve Bank of 
Australia (RBA) left the cash rate unchanged at 
2%, yet has ironically acknowledged that     
monetary policy needs to remain                  
accommodative with further economic         
information required as to determine the next 
interest rate move. 

Due to the ongoing mining slowdown, the lack 
of sufficient pick-up across the broader       
economy coupled with the lingering and      
worsening drought in many parts of Australia, 
we are of the view the RBA will be compelled to 
reduce interest rates again — as soon as next 
week in fact by 25 basis points to take the cash 
rate down to 1.75%. 

Whether the big four (4) pass on any rate cut 
on given their arbitrary and extraordinary     
decision to raise rates last week, we will have 
to wait and see. 

 

As for the Australian Stock Exchange (ASX) 
performance, it has been lacklustre to say the 
least, albeit initially moving lower in line with 
global markets, yet retracing to now be trading   
sideways as a reflection of downward revisions 
of both growth and earning expectations over 
the course of the earnings reporting season. 

Globally 

Fears of a sharp slowdown in global growth 
saw market panic in August and September 
with large sell-off across global markets. 

Yet much of the sell-off has since and in part 
been recouped with stabilisation of global    
markets over the course of this month on the 
back of a number of pertinent measures being 
put in place, namely the decision by the US 

Federal Reserve not to increase interest rates, 
the Chinese authorities cutting their benchmark 
interest rate once more as well as the          
European Central Bank (ECB) announcing 
another round of quantitative easing for later in 
the year. 

Also when factoring that commodity and energy 
prices remain at record lows, inflation is benign 
and economic growth across major regions 
although subdued compared to past recoveries 
exhibits signs of a modest pick-up, the sell-off 
was perhaps an over reaction. 

 

All this of course bodes well for improved    
market sentiment in the coming months ahead 
as we close in on the end of calendar year —
think of the Santa Claus rally seen year on 
year. 

However, the structural problems ever so    
lingering on from the Global Financial Crisis 
(GFC) are yet to fully unwind.  

In fact, the amount of global credit (Australia 
included) outstanding both via government debt 
as well as corporate and personal debt will 
hang over us largely in 2016 and although we 
are likely to experience some relief from       
volatility for now we must not lose sight of the 
ebb and flow of the economic and political   
reality we face. 

Specifically, the ongoing global problems will 
not be resolved until we undertake structural 
reforms rather than merely continue to rely on 
cyclical tools such as monetary policy. 

So all said and done, we do anticipate a 
marked reduction to volatility experienced of 
late in the months ahead with the likely       
outcome of some short-term gains and        
although we hope this may give rise to a lasting 
change in sentiment, we do however continue 
to advocate that portfolios need to remain well 
diversified with a defensive bias.  

In the meantime and until the next market   
update in early 2016…….. Enjoy Life!! 

Source: Reserve Bank of Australia 



4      INSIGHT 

                                                    

The fictitious Pritchett family is certainly      

complex, so let’s hope Jay Pritchett, the  

wealthy patriarch has his affairs in order.  

Not only does he have his ex-wife – De De, a 
new wife – Gloria, children of his own via his 
first marriage – Claire and Mitchell, he also has 
an adopted son – Manny, grandchildren –   
Haley, Alex and Luke and an adopted        
grand-daughter – Lily not to mention two     
sons-in-laws – Phil and Cam. 

But what would happen if Jay was to suddenly 
pass away?  Would Gloria inherit his wealth? 
What would happen if she then passed away 
leaving the wealth to her son Manny who is 
suddenly back in custody of her ex-husband? 
Would Claire and Mitchell have any claim to 
Jay’s fortune and what about their respective 
family members?   

Would Cam be recognised as Mitchell’s partner 
and would Lily have the same rights as Jay’s 
bloodline descendants?  And what about       
De De, after all she was the first wife, could she 
claim? 

When it comes to one’s Estate, it is important to 
know the law has evolved to recognise these 
new family dynamics.  

However, specialist advice is still required so 
that those you love (and those you don’t) are 
properly handled by your Estate.   

What once could have easily been handled by 
drafting up a Will via a solicitor, the dynamics of 
today’s relationships are so much more      
complex and may require what is otherwise 
commonly referred to Estate planning.   

Estate planning encompasses a variety of 

aligned professionals in addition to a solicitor,  

 

some of these include financial planners, carers 
and accountants. 

Therefore, when all things are considered you 
can ensure all facets are managed in           
accordance with your wishes. 

Indeed discussions about how best and when 
to transfer your wealth across the                
intergenerational divide can provide you with 
reassurance for today and comfort of knowing 
who will benefit from your legacy tomorrow. 

As important as it is, a Will is just one aspect of 
your Estate plan and by no means should it be 
relied upon to ensure your wealth is transferred 
in a manner that truly reflects your wishes. 

Although better than having no Will otherwise 
known as being “intestate” and having to      
distribute your wealth via a State Act of       
Parliament, your Will only covers your personal 
assets. 

Without effective Estate planning the wealth 
that falls outside of those parameters could end 
up becoming the subject to litigation.   

Furthermore, your beneficiaries could bear the 
brunt of unforeseen tax complications, resulting 
from inadequately planned distribution of     
superannuation, company assets, trust assets 
or indeed business assets. 

Your Estate plan effectively speaks for you in 
life after your death as it considers not only 
your partner’s life and potentially your children’s 
lives, but also that of grandchildren, brothers, 
sisters and other extended family members – 
dare we say the in-laws as well as friends or 
even your favourite charity.   

Indeed the list is endless. 

The first step is to identify your beneficiaries as 
well as those you wish to exclude from your 
Estate entitlements and benefits ensuring they 
may not have a legal right to claim.   

At your request, we welcome the opportunity to 
meet with your family members and others as 
part of the review process to help them better 
understand your financial position and how 
receiving any benefit or entitlement from your 
Estate could impact on their own personal  
financial circumstances. 

By collaborating with your aligned                
professionals, i.e. solicitor and/or accountant, 
we aim to tailor an Estate plan designed to 
address tax efficiencies and asset protection 
measures i.e. including the need for any     
testamentary trust structure within your Will, to 
help guard your current wealth in the interests 
of your future beneficiaries. 

 

 

 

 

 

Naturally, as time marches on, your personal 
circumstances may change, be it births, deaths 
and marriages, or other developments around 
you can dramatically impact your Estate plan. 

By having an ongoing relationship with us, you 
know that adjustments can be made if and 
when they occur to always ensure your best 
interests will be maintained.   

To sum it all up, rather than leaving it to chance 
and allowing the dynamics of the ”Modern  
Family1” to play out as a real life sitcom with 
potentially adverse effects, take the time at your 
next review with us to ensure your Estate plan 
currently reflects both your needs and that of 
your loved ones — both today and for         
tomorrow.  

 

1 Modern Family is a comedy series that airs on American 
Broadcasting Company Network (ABC). 

                                                    

Estate Planning for the   
“Modern Family” 

 

What constitutes a family? Let’s take a look at television’s light hearted sitcom “Modern Family1” to uncover 

the myriad of relationships that we encounter in the 21st century when planning for your Estate. 

“The law has evolved to        

recognise new family             

dynamics” 
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The Dividend Yield Trap 
 

Why too much yield is not always a good thing. 

                                                    

                                                    

With interest rates at record lows,          

investors, particularly retirees are searching for  
shares in listed companies to invest in which 
will provide a decent income in the form of  
dividends to meet their lifestyle goals.   

With this search, investors invariable lead 
themselves to investments in companies which 
either have a high dividend yield and/or being a 
reputable company with a reliable dividend 
paying history – think some of the of “blue chip” 
companies on the Australian Stock Exchange 
(ASX 200) such as Telstra, CBA, ANZ, NAB, 
Westpac, AMP, Wesfarmers, even BHP Billiton 
etc. 

But, with most investors gravitating towards 
these same companies, could this inherently 
lead to portfolio weakness in the form of share 
price appreciation – think “artificially inflated” 
and not commensurate to the underlying      
fundamentals of the company?  

Or is their high dividend yield a function of a 
falling share price?  

Or has the company borrowed to pay its   
shareholders ever increasing dividends as its 
earnings future looks to be unsustainable?  

Or indeed, if a correction were to occur would 
any of these companies be the first holdings to 
be realised by investors for cash due to their 
tradability (think of the volume of shares traded) 
and thus potentially lead to significant capital  

 

losses or worse still, come at the expense of 
missing out on companies which presented 
valuable countercyclical growth opportunities 
but were ignored due to low dividend yield?  

Let’s not forget, some important rules to think 
about when it comes to assessing the basis 
and reliability of a high dividend yield of a    
company, namely: 

 What is the likelihood the company can 
continue to pay the same dividend as     
the previous year – think Telstra; 

 

 The dividend yield is an inverse           
relationship between the current share 
price and the annual dividends paid, so     
if the price depreciates, the dividend    
yield increases – think BHP Billiton which 
now has a dividend yield of 6.93%;  

 

 Are future earnings likely to grow as to     
at least maintain past dividends let alone 
enable them to continue to grow – think 
any of the big four (4) banks whose     
earnings growth has possibly peaked;  

 

and lastly the golden rule… 
 

 A company is not obligated to pay        

dividends – think all those Qantas           
shareholders who have been without a 
dividend for a considerable number of 
years but have had spectacular capital 
appreciation. 

 

 

 

 

 

In order to strike the right balance it is advisable 
to instead consider a portfolio which has a    
well-diversified mix of companies across     
sectors that can potentially better cater for all 
market conditions, provide capital growth to 
realise at some future point in time as well as 
supplementing your income needs. 

The advantage for investors is that the addition 
of holding growth shares may enable one to 
participate in the upside of sectors on the cusp 
of advancement and in turn lower the risk of the 
portfolio. 

Namely, investors prepared to forgo dividends 
have been rewarded by advances in capital 
value. 

Take healthcare stocks, which have advanced 
considerably over the last five (5) years and 
provided significant capital gains – think of 
CSL, Sonic Healthcare and Cochlear as some 
notable examples. 

Or other shares in disrupting service industries 
too have had phenomenal capital growth yet 
with any or little dividends to show for it – think 
of Dominos, Carsales, and Flight Centre. 

Unfortunately many of these companies have 
been ignored by many retirees to the detriment 
of their long term retirement savings plan. 

Let’s also not forget any capital gains made as 
part of a retirement income stream are        
generally tax free upon realisation. 

 

 

  

“Investment decisions based   

solely on dividend yield can 

lead to unintended                

consequences” 
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In fact, we can now appreciate the wonder that 
many of you experience when you venture off 
the beaten track to places like the Flinders 
Ranges and the far north of this wonderful and 
beautiful state of South Australia. 

Mind you, the Honda CRV we all travelled in 
didn’t get off the beaten track nor would it even 
be able to if we tried. 

In Leigh Creek for the fortnight to mid October, 
we were warmly greeted by the local folk and 
they were more than accommodating with our 
every need. 

We conducted 76 appointments and got to  
really understand the trials and tribulations the 
entire community is now confronted with the 
announcement of the closure in the coming 
month — much to their surprise let alone ours. 

Although it must be said that Alinta Energy has 
gone to extensive lengths via the Transition 
Centre set-up to give the Leigh Creek residents 
every opportunity to move forward with their 
lives. 

All the feedback we received was highly      
positive and everyone was extremely grateful 
for our time, counsel and empathy. 

 

 

We will be revisiting Leigh Creek in early     
November (just before the impending closure of 
the mine) as follow-up to ensure all those we 
saw have at the very least their financial     
matters sorted so that they can move forward to 
their next adventure in life — whatever and 
wherever that may be. 

As for Leigh Creek itself, we hope like many of 
the residents themselves that it has a viable 
future, potentially focussed more around      
tourism for the outback traveller. 

For those that may not know, Leigh Creek has 
its own inland beach known as the Reservoir 
Dam (artificially created of course) where many 
of the locals enjoy fishing and water activities 
as well as the massive Aroona Dam which       
supplies the township with it precious water 
supply. 

So, to sum it all up, as city slickers we truly had 
some of the outback travel bug bite us.   

In fact, next time any of you head up north, 
please stop to visit Leigh Creek as you surely 
will be well received by the locals. 

 

 

PS:  A big thank you to Fay and Nicole for 
holding the fort in our absence and allowing 
us to maintain (albeit remotely) business as 
usual for all clients. 

The “Rear View” 
 

The Palladium Wealth Partners team was chosen by Alinta Energy to 

provide financial counselling to workers of Leigh Creek Coal Field and 

Port Augusta Power Station in light of the closure of the said facilities. 
 

Here is a brief summary as well as some images of our recent outback 

odyssey to Leigh Creek. 

   

Without considered advice, we would not     
advocate rushing out any time soon to buy 
some of the mentioned shares as much of their 
share price appreciation has already yielded 
the majority of returns and this leads into    
another type of trap otherwise known as the 
bull market trap – but that’s another article for  
a future newsletter. 

But back to the main point, companies that pay 
high dividends are generally making decisions 
more skewed towards keeping the shareholder 
happy and thus boosting short-term returns 
rather than investing back into the business to 
innovate and grow future earnings and thus 
long term profitability and capital growth. 

 

With Australian dividend growth having risen 
40% in the last five (5) years, there is a growing 
concern as to whether this is sustainable. 

Think of the coordinated efforts by our big four 
(4) banks to raise additional capital via multiple 
capital raisings both via institutional and retail 
offers and the latest incarnation of interest rates 
being hiked on borrowings independently of the 
RBA interest cycle as to sustain future profits in 
the name of maintaining “adequate capital  
ratios”. 

The real story in some part has got to do with 
the dividends being paid. 

So to sum it all up, there is no question that 
income should rightfully be a high priority for   

 

many investors, particularly for retirees, but it   
is important to not forsake capital growth        
opportunities. 

The dominance of the financial and resources 
sector with its near 50% of the entire market 
capitalisation of the ASX200 having served 
investors well over the last decade, the time 
may now be upon us to consider a change in 
tact.   

Be it, as the mining boom slows and the      
domestic economy transits to a broader based 
growth approach – think innovation and      
infrastructure — investment portfolios should  
reflect the move towards growth companies as 
well as companies with high dividend yields 
rather than being focussed solely on the latter.  

                                                    

Palladium Wealth Partners was recently      

appointed by Alinta Energy as one of only two      
financial planning providers — the other being a 
consortium of three (3) Pt Augusta practices — 
to provide financial counselling to the workers 
of the Leigh Creek Coal Field and Pt Augusta 
Power Station. 

For us at Palladium Wealth Partners, this            
appointment was seen as recognition of our 
long standing relationship with the Electricity       
Industry Superannuation Scheme (EISS) as 
well as the immense amount of work already 
conducted by us with many of the Alinta Energy  
workers in previous years. 

So with this, the Palladium Wealth Partners 
team of advisers in Daniel, Dino and Simon set 
off on their outback odyssey in late September.   

For us all, the experience of travelling to    
Leigh Creek alongside the backdrop of the  
Flinders Ranges was quite inspiring. 

We were quite awestruck seeing the full moon 
glow and rise over the Flinders Ranges like an 
immense spaceship. 
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   Disclaimer 

This publication has been compiled by Palladium Wealth Partners Pty Ltd ABN 63 164 716 858 and is current as at the time of preparation.  The information contained in this newsletter                                                                                                     

general in nature and does not take into account your financial situation, objectives or needs. Before acting on this information you should consider its appropriateness having regard to your                                                                                   

personal circumstances and, if appropriate, obtain professional advice. 

Past performance is not a reliable indicator of future performance and any outlooks in this publication are only predictive in nature and should not be treated as fact.  The results ultimately achieved                                                                                

may differ materially from any outlooks.  Material contained in this publication is an overview or summary only and it should not be considered a comprehensive statement on any matter nor relied                                                                                    

upon as such. 

Any taxation position described in this publication is general and should only be used as a guide.  It does not constitute tax advice and is based on current tax laws and our interpretation.                                                                                                                             

Your individual situation may differ and you should seek independent professional tax advice.   

                                                                                                                                                                                                                                                      

Palladium Wealth Partners Pty Ltd and its advisers are Authorised Representatives of                                                                                                                                                                             

Fortnum Private Wealth Pty Ltd ABN 48 009 189 495  AFSL and ACL No.  357306                                                                                                                                                                                                         

trading as Fortnum Financial Advisers                                                                                                                                                                                                                                                                                                                                                        


