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FROM THE EDITOR

EDITOR’S DESK

Savings with bite

ost people love giving their pets quirky names. Here in the office, one
f my colleagues named her cat Stevens. Dave and Alison, a couple
we interviewed for this month’s cover story, named their pet dog, Boss.
Imagine the fun they have talking to their neighbours and friends about
their beloved canine.

But the name is perhaps fitting given their incredible success story. Dave
and Alison may never have to deal with a terrible boss in their lifetime after
becoming part of the financial independence, retire early (FIRE) movement.
Thanks to their money skills, both have enough savings to stop working
9-to-5 while still under the age of 30.

While the path to financial independence will differ for every Money
reader, their experience, featured in our special cover story (pages 32-45),
shows that financial security is within everyone’s reach. We are grateful to
them and to Jason, Leo and Alisha, Michelle and Serina - all of whom shared
their FIRE stories. | hope that their experiences will become a source of
inspiration for many others.

As | write this, the world is in the thick of a geopolitical crisis due to
Russia’s invasion of Ukraine. Besides the humanitarian woes, the conflict
also sent shudders through financial markets. We invited lan Patrick, the
chief investment officer of a major super fund, to tell us what he had to
do for fund members in response to the war (Diary of a Super Fund,
pages 48-49).

We have three new offerings in this issue: My Money, My Life (page 10),
Next in Finance (page 72) and My Working Life (page 90). These features
are designed to help you find different ways to look after your money. Let us
know what you think and send us your ideas.

Ohi

Michelle Baltazar,
Editor-in-chief
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Feedback

Letter of the month

Couple keep their heads
despite a windfall

Reg’s Toon (February 2022) about an
ring (“Do you have any with cheaper
stones?” - “We can do gravel”) - took
me down Memory Lane ...

The young dating couple were joint
winners in the lottery. But what to do
with it? They took Monday off work and
went to town. He bought a motorbike,
she a stereo and a microwave, putting
the balance in a joint bank account, and
they continued with life as per normal.

Down the track they got engaged
and visited a jewellers to buy a ring. She
picked out the ring she loved and then
asked, “How much?” It was far pricier
than they could have imagined, and she
chose a more modestly priced ring.

They left the shop then burst out
laughing, realising they could have
afforded the first ring but, no, they were
happy with their purchase.

After marriage, they continued
renting until seeing a small block of land
that suited them. A modest home was
moved onto the land.

Thanks for bringing back the memory
of this lovely couple. | wonder, looking
back, if they would have done anything
different. Somehow | doubt it, for they
kept their win under wraps, telling me
only because we were his employers
and he wanted the day off.

Ann

Cheap mobile plan to beat

black spots
Regarding the letter (February 2022)
regarding cheap mobile phone plans, my wife
and | have been happy Vodafone subscribers
for about 20 years. But there are areas
where Vodafone coverage is nil, such as up
the mid-north coast of NSW, in particular
Blueys Beach and Elizabeth Beach.

So | subscribe to an Aldi 365-day plan
(through Telstra). Blueys and Elizabeth do



get Telstra reception. All | do every
year is throw $20 onto the subscrip-
tion. Now | have a mobile that takes
two SIM cards and when we are up
there | just change the phone settings
to Aldi as the main number.

Naturally, this idea is not ideal for
internet and downloading data, but for
the odd phone call it is well worth it.
David

An extravagant picnic

| was just given the best giggle for the
weekend by your magazine. | am a new
reader and bought it to begin the jour-
ney into investing, trying to gain some
semblance of understanding and sup-
port through the diverse articles. How-
ever, as | was reading through all the
wonderful advice, | got to the “Smart
Spending” pages (February 2022).

Picnics ... what a coincidence. The
family and | have been enjoying the
beauty of our country during the
pandemic and have recently found
some gorgeous national parks to take
advantage of some budget-conscious
adventures. The laughs came from the
picnic basket included in your pages.
Now, obviously | am all for a little extrav-
agance, but $1140 for a picnic basket?

I‘'m sorry, but | do believe that is the
direct opposite of smart spending. If
Alessi Australia is an advertiser in your
magazine, | can understand the ad
placement, but if not all | can say is, do |
continue to read?

It's a picnic basket I'm sure Yogi
would greatly admire, but perhaps not
smart spending.

Ali

Prize worth winning

Each month we'll award one letter a
12-month subscription to Money magazine.
Write to:

Letters, Money, Level 7, 55 Clarence Street,
Sydney, NSW, 2000 or email money@
moneymag.com.au
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Which personal finance
rule do you break
and why?

SUSAN HELY
Senior writer at
Money.
“I don’t budget. |
know it is a golden
financial rule but |
avoid it. I'm sure |
could be much better
off if | examined my
consumption so | can
make better choices.
| am so impressed
by the rigorous
budgeting of people
on the financially
independent journey,
constantly shaving
their spending and
allocating money to
what is important to
them. | do believe it is
the way to go.”

DEBRA DUNCAN
Senior sub-editor at
Money.

“Planning for

a comfortable
retirement seems
to be high on
everyone’s list,

and it's certainly
not a bad idea.

For me, though,

it's less about
working towards
retirement (who
knows when I'll retire
anyway) and more
about focusing on
achieving financial
independence. That
way | might just get
to enjoy the fruits of
my labour sooner.”

Follow Money
on Facebook
facebook.com/MoneyMagAUS

Follow Money
on Twitter
twitter.com/MoneyMagAUS

ALAN DEANS
Contributing writer
at Money.

“It can be very useful
to stash away mon-
ey to cover an emer-
gency. The Rule of 6
relates to the num-
ber of months’ out-
goings you might
need. | don't like a
pile of cash sitting in
a bank earning very
little interest.
Instead, | pay off my
credit cards each
month so they are
ready to use. It
doesn’t matter how
you do it, but having
a back-up plan lets
you sleep easy.

SAM STARRAT
Partnerships
manager at Money.
“I'love credit cards.
So much so that

| replaced both

my debit cards for
credit cards years
ago. They can earn
reward points or
frequent flyer miles
and perks like travel
insurance. | treat
themthe same as a
debit card spending
only what | can
afford and making
sure that payments
are made in full to
avoid any interest or
late payment fees.
Now for a holiday.”

Visit Money online

Check out our website and while
you're there sign up for our free
weekly email newsletter. You'll get
our top money stories plus exclusive

finance tips.

moneymag.com.au
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you can add users and all work on the same projects, at the same time. You can
also expand DaVinci Resolve by adding a range of color control panels that
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MY MONEY,. MY LIFE

7 tips that will make an impact

This month we start a new
feature in which readers
discuss their financial
experiences. Reader Jack
Talbot reveals what he has
learnt - and what he wishes
his younger self had known.

ile money isn’t everything, I'd
say I've always had a passion for
business, entrepreneurship,

investing, and implementing debt to create
wealth and value. This interest led me to a
career in finance, where I have spent the
better half of 10 years as a commercial and
corporate lender.

In early 2021 I decided to bite the bullet and
start my own business as a mortgage broker.
It’s been a risk that has paid off and given me
the opportunity to chase dreams that would
have been left unrealised in a banking career.

I've learnt a huge amount; being at the coal
face during the royal commission was
eye-opening. Watching the event unfold from
the inside view of an employee as well as
through the external lens of the media taught
me a lot about perspective and politics.

I spend a lot of time researching investing
and wealth-creation strategies. Money
magazine has always been great at providing
insights and ideas in this space, so I jumped
at the opportunity to contribute to this new
column for readers.

Here are seven easy tips I've learnt from
my time in finance that I wish I'd known
earlier. They won’t make you rich overnight
but they will have a considered impact.

1. Get proactive with your super

Hands up those still in the first super fund
allocated to them? Do you know what your
portfolio generates on average each year? Is
your portfolio matched to your risk profile
and your stage of life? It’s easy to be compla-
cent with super - after all, retirement is a long
way off and you’re busy! But investing three
hours of your time today could make a differ-
ence of $400,000 at retirement. This is the

— 'R :J
easiest and quickest way to create wealth for
your future self right now.

2. Create an “asset plan”

Think about what assets you want to buy and
when. Create a plan for one to two years,
three to five years and six to 10 years. Under-
stand how much each asset costs and calcu-
late how much you’ll need to earn to cover
the debt you'll take on to purchase the asset.
A broker can help. Your objectives are much
easier to reach if you understand what the
road looks like between here and there.

3. Be realistic with your plan

Don’t be too hard on yourself when setting
financial goals and budgets. If you don’t give
yourself a bit of breathing room, you will end
up throwing the whole plan in the bin within
two weeks. To budget successfully, you need
to change your lifestyle over the long term. If
you'’re too strict, you'll end up feeling
deprived and give up.

4. Pay yourself first

First work out how much it costs to run
your life and to pay basic living expenses.
Then what’s left can be divided into two:
one amount to spend, one to save. When
you are paid, immediately allocate your
cash to each area and be disciplined in
keeping them separate.

Hint: a credit card will make this extreme-
ly difficult to do. For example, if you have
allocated $1000 to spending and you have a
$1000 credit card bill, after you have cleared
the credit card bill your only option is to eat
into your savings or accumulate another
credit card bill for next month.

5. Don’t fall into the “debt trap”

Credit cards are a wonderful invention,
allowing the banks to turn their clients into
ongoing annuity streams. Unfortunately, they
are counter-intuitive for consumers for sav-
ing money and managing finances. I can hear
you thinking, “But I get free frequent flyer
points if I use my card.”

Fact: Qantas makes more money from its
frequent flyer program than it does flying
customers around the world. One of the
most significant forms of income for the
Qantas frequent flyer program is selling
Qantas points to financial institutions for
distribution to customers through loyalty
programs. The bank isn’t giving these
points away for free.

6. Buck the trend

We all hear stories of a friend of a friend who
made $500,000 through a cryptocurrency
trade or a penny stock doubling in value over-
night. Resist the urge to follow a trend blind-
ly. Novice traders seem to fall into the trap of
thinking financial instruments like crypto
and equities create value. In reality, they
don’t create value, they transfer value. That
means if you put in $1 and it becomes $2, this
value hasn’t been created; the additional dol-
lar has been transferred from someone else’s
pocket to yours. Don’t be fooled into thinking
these markets generate infinite amounts of
money. If you're in a market and someone
gets rich, it’s been funded by another player.
Be aware that player could be you.

7. Be patient

Take your time to create wealth. There will
always be isolated instances where you will
make 20% overnight on a trade, but repeat
that scenario 100 times and you will almost
certainly not finish in a positive position
unless you have information the rest of the
market doesn’t. Stick to the tried-and-tested
staples: superannuation, property and blue-
chip investment portfolios where
diversification is key.

If you would like your contribution to be con-
sidered for My Money, My Life, email mon-
ey(@moneymag.com.au or write to Money,
Level 7, 55 Clarence Street, Sydney NSW
2000. Please submit no more than 700 words.

10 MONEY APRIL 2022



You could - \

What are we doin
and what can we impi
to help you on your journey

k *-'_ k.;.

_'| nancial freedom?

e

Ao

[=]

[=]

[
Scan to begin
SURVEY CLOSES TUESDAY MAY 31, 2022

Sl

Prize winners will be randomly selected from all readership survey entrants and will be contacted
within two weeks of the survey closing. Any contact information you provide will be protected and
used only to contact you if you have won one of the prizes, or asked to be given more information.
CREATING FINANCIAL FREEDOM



THIS MONTH

NEWS&YIEWS

CALENDAR
OF EVENTS

Tuesday, April 5

RBA interest rate decision
Thursday, April 7
Balance of trade
Tuesday, April 12
Westpac consumer
confidence
Wednesday, April 13
NAB business confidence
Thursday, April 14
Unemployment rate
Wednesday, April 27
Inflation rate
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For $40m. you can join
the ultra-rich club

THERE IS AN EXCLUSIVE club in
Australia with 20,874 members.
Meet our ultra-high-net-worth
individuals (UHNWI), whose
dealings are revealed in the
Wealth Report 2022 by
property giant Knight Frank.

To be classified as an UHNWI,
net wealth needs to be at least
$40 million (or $US30 million),
which is a long way ahead of the
average bank balance of the rest
of the population at $522,000.

The gap between the rich and
the really rich grows wider once
you start looking at where they
invest their money. Knight Frank
found that once they hit the
magic $40 million mark, the
wealthy start to ease up. At this
point, they set aside around 16%
of their wealth, or at least $5
million, on passion projects.

The top three investments last
year for this cohort were art,
cars and wine. Jewellery and
watches came fourth and fifth.

ON MY MIND

What's not immediately
apparent from this shortlist is
the rising interest in the ultimate
billionaire’s toy: a jet plane.

Covid has led to depleted
airline networks and stretched
commercial flights, ushering
Australian UHNWIs into the new
world of private aviation,
according to Knight Frank. Last
year, Sydney was ranked 260th
in the world, clocking 2481
private jet flights in 12 months.
But to put this in context, Sydney
is still a baby in the sector:
number one on the list is New
York boasting 135,648 private jet
charters over the same period.

At least UNHWIs are generous.
Knight Frank found that 57% are
more likely to back philanthropic
investments compared with an
average of 37% for the rest of the
world. There is an increased
interest in healthcare and disease
prevention (78%) and
conservation, the environment

and climate change (75%)),
according to the report.

Just as property is one of the
main sources of wealth for the
country’s richest 250 individuals
(an annual list compiled by a lead-
ing newspaper), property is also
top of this cohort’s big-ticket pur-
chases. Demonstrating that rich
people’'s money often works
harder than average, the Knight
Frank Luxury Investment Index
returned 123% over the past dec-
ade, beating the Australian Prime
Residential Index, which delivered
a none-too-shabby 51%.

Finally, in a show of modern
wealth, non-fungible tokens
(NFTs) are predicted to be part of
the UHNWI strategy in the not-
too-distant future. “Australia’s
Penfolds is the first producer to
make an NFT announcement, but
no doubt more will come,” says
Miles Davis, from fine wine man-
agement company Wine Owners.
MICHELLE BALTAZAR

How the office is changing

bout 40% of Sydney’s work-
force is back in the office and
, 24% for Melbourne. It is projected
& p  thatall Australian CBDs will have
' close to 100% of the workforce
back in the office within the next 12 months. What
does this mean for the commercial sector?

Over the next few months, we will start to see
greater fluidity in how the “office” environment
looks, including more hot-desking and workplace
sharing, as well as more open-plan spaces and fewer
cubicles, encouraging greater social interactions. We
will also see the need for “satellite” offices, where
companies have a main CBD office with smaller

offices in fringe suburbs that allow employees to
experience the office environment closer to home.

This gives employers a way to incentivise employ-
ees back into the office, and gives employees the
chance to experience social interactions and career
networking/growth.

Smart business owners will have a great oppor-
tunity to maximise their square footage for the best
impact - such as downsizing their CBD office into
smaller satellite offices, or utilising the space to
create an open-plan environment that staff enjoy.
Helen Tarrant, a leading commercial property
specialist and founder of the buyers agency
Unikorn Commercial Property.



NEWS BITES

Fraudsters often take advantage of
disastrous events, so Westpac is
warning Australians to be on high alert
for a spike in scams in the wake of the
2022 floods crisis in Queensland and
NSW. Scammers take advantage of
Australians’ generosity and support
during these difficult times, and

set up fake donation sites. Westpac
urges Aussies to thoroughly check the
legitimacy of charitable organisations.

A global survey by Toluna, which
included 500 Australians between

18 and 64 years, revealed that
although 65% of Aussies are aware

of cryptocurrency, most do not yet
fully understand what it is, with 52%
claiming they will never invest in the
asset class. In fact, 44% say they view
cryptocurrency as “risky and volatile”.

It seems more Australians are opting to
purchase insurance online, with figures
showing 48% have done so in 2022
compared with 20% in 2017. Only 14%
prefer to purchase through an adviser
(50.4% in 2017). Australians with life
insurance also seek advice from internet
review sites (28%) and the internet
more generally (25%), as opposed to
family (21%), friends (14%) and financial
advisers (17%).

Money mistakes we make

There are three common mis-
takes trashing a huge number
5 of people’s finances. In fact, of
' more than 300 individuals I'm
working with, | could count on two
hands the number who weren’t making at least one
of these mistakes when we first met. These small
mistakes can mean big losses.
Top of the list is “wearing your money”. Every
flashy car, Gucci loafer and expensive handbag
is money diverted away from long-term wealth.
Which would you prefer: looking wealthy now or
being wealthy later?
Second is “doing nothing”. Option paralysis can

trash your finances. It's nice to scroll

through beautiful homes and investment -‘
advice online but simply wanting to do

something does not constitute a plan. l
Doing nothing is still a decision and no

plan will work unless you do it.

Finally, “not budgeting”. Budgets do is the national credit card debt amount,
not restrict, they empower. Nothing according to recent data from the Reserve
will work without a budget. You want a Bank of Australia. RateCity’s Sally
house? You'll need a budget. Retire early? Tindall says: “Watching credit card
Budget. Holiday? Budget. A budget is not a debt tick up is a real concern and

restriction. It is telling your money where to
go rather than wondering where it went.
Glen Hare, Fox & Hare Financial Advice.

a sign some Australians are
doing it tough.”
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BOOK OF THE
MONTH

THE END OF

TECHNOPHOBIA

A mctr't:ﬂ_f :
quide Ffa digiticing
your buginesS

s 7
. TRACY SHEEN
THT TR |

THE END OF TECHNOPHOBIA:
A PRACTICAL GUIDE TO

DIGITISING YOUR BUSINESS
Tracy Sheen; Publish Central, $34.95

amboozled by the number of apps and

digital tools that promise to streamline
your business? Tracy Sheen helps you
navigate this minefield in her guide to
successful marketing in the digital age. She
starts by helping you look at how you're
capturing and tracking the key metrics in your
business so you can implement strategies to
finetune areas that need attention. Then it’s
on to software that protects your business
from cyber threats, the best digital
organisational tools and online payment
systems, and website analytics and social
media. Job done.

Five readers can win a copy.

In 25 words or less, tell us about one
business digital tool you use and love, and
why. Enter online at moneymag.com.au/
win or send entries to Money, Level 7,

55 Clarence Street, Sydney, NSW, 2000.
Entries open March 28, 2022 and

close April 27, 2022.

APP OF THE
MONTH

AUDIBLE
COST: $16.45/MONTH
0S: I0S AND ANDROID

ant to listen

to your
favourite personal
finance books
while commuting, running
errands or working out at the
gym? The Audible app lets you
download audiobooks and
podcasts to listen offline, hear
a preview before you commit
to a new book, and adjust the
narration speed to suit you.

Listening in bed? Set the
sleep timer to make sure the
audiobook doesn'’t keep playing
to the end if you fall asleep.

Simply download the
Audible app, sign in with your
Amazon account, and sign up
for an Audible membership.

You will receive one credit
each month to purchase an
audiobook of your choice.

You can also purchase
additional audiobooks, which
you get to keep even if you
cancel your subscription.

Audible also offers a free
two-month trial so you can try
it out before you commit to a
monthly payment. At the end
of the trial, you will be charged
$16.45 a month.

SHARYN McCOWEN

TAX TIP

Negative gearing
works for shares too

t's a well-known tactic with rental prop-

erty, but share investors can use negative
too. If you've got an appetite for risk, you
can claim a tax deduction for money bor-
rowed that finances a share portfolio. The
reason is that there is an expectation the
shares will derive assessable income, in
the form of dividends or capital gains, and
therefore there is a “nexus” to the interest,
which makes it tax deductible.

The shares may well produce a taxable
income stream in the form of dividends
but the interest deductions on the loan will
hopefully go a long way to offsetting this.

Even if the shares don’t pay dividends in a
particular year, it is still possible to claim the
interest on the borrowings so long as there is
a reasonable expectation that the shares will
generate assessable income over time.

In addition, if the shares increase in value,
any capital gains will attract the 50% CGT
discount (if you hold the shares for at least
12 months) and may also attract a lower
tax rate anyway if you sell them when you
are on a reduced income, for example in the
lead-up to retirement.

This isn't a strategy for the faint hearted;
it's very easy to find your losses multiplying
in a falling market, with a loan to repay but
a greatly diminished investment portfolio
from which to repay it. You need to aim for a
return on the shares that is greater than the
cost of the interest rate you are paying.

MARK CHAPMAN, DIRECTOR OF TAX COMMUNICATIONS AT
H&R BLOCK. MCHAPMAN@HRBLOCK.COM.AU

SNAPSHOT How rents are expected to gise

House and unit rental price predictions (weekly) by the end of 2022

HOUSES

UNITS
T W

MEDIAN PREDICTED MEDIAN PREDICTED
ASKING RENT PREDICTED PREDICTED PRICE BY ASKING RENT PREDICTED PREDICTED PRICE BY
IN THE LAST | PERCENTAGE PRICE THE END OF IN THE LAST | PERCENTAGE PRICE THE END OF
CITY 12 MONTHS INCREASE INCREASE 2022 CITY 12 MONTHS INCREASE INCREASE 2022
Sydney $585 4.0% $25 $610 Sydney $480 4.0% $18 $498
Brisbane $460 5.0% $24 $484 Brisbane $400 5.0% $18 $418
Adelaide $420 5.0% $20 $440 Adelaide $360 4.0% $14 $374
Melbourne $440 4.0% $18 $458 Melbourne $390 3.0% $13 $403
Perth $450 3.0% $12 $462 Perth $400 3.0% $11 $411

Source: Corelogic, Finder’s RBA Cash Rate Survey 2022
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Great minds think alike

Money magazine and Canstar's
Insurer of the Year

budgetdirect.com.au | 1800 112 134

' d by Auto & General Insurance Company Limited. Read awards information, PDS and TMD at budgetdirect.com.au to decide if
products suit you. Home Insurance is not available above the Tropic of Capricorn.
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ENTREPRENEURS

How to be the
next unicorn

learco, one of the world'’s

largest e-commerce inves-
tors, is making its mark in Aus-
tralia. Since it opened its office in
October last year, it has invested
in more than 350 Australian
e-commerce companies, includ-
ing iPantry, the Beard Market and
Vegan Grocery Store.

With entrepreneur circles main-
ly dominated by men, Clearco
makes a case for more female
entrepreneurs by using artificial
intelligence to remove some of
the biases against women.

Its system has worked. To
date, it has funded 25 times
more female-owned businesses
than traditional venture
capitalists do, and 50% of its
global portfolio is made up of
businesses led by women.

Michele Romanow, the
co-founder, a serial entrepreneur
and one of the “sharks” in Cana-
da’s equivalent of the Shark Tank
series, shares her top three tips
for women (and men) to spear-
head the country’s next unicorn:

1. Start now and

take action

Don’t get trapped in a cycle of
waiting for the perfect time

to start a business - that time
doesn’t exist. You need to jump in
and get the ball rolling. Worrying

doesn't solve a problem - the
only thing that solves a problem

is an action. Being a woman in
business means you'll have to
face rejection and all you can dois
get back on the horse.

2. Be genuine

and responsible

Great leaders are genuine,
authentic and deeply responsible.
That sounds very easy when you
say it out loud, but it’s hard in
reality. Everyone has a plan until
they are punched in the face. It’s
pretty easy to not take responsi-
bility, but you need to sit back and
ask yourself: “What was the role
that | played in this disaster? How
do we all collectively own this

so it becomes an organisational
learning and not something we
continuously repeat?”

3. Find a strong
mentor

A single mentor relationship can
change your whole life. One of my
great mentors and a woman who
has inspired me is Ruma Bose,
Clearco’s chief growth officer.
When you think about building

a great mentor relationship, also
think about the things that you
can do that add to their life. All
great relationships are based on
mutual benefit.

Cash finds new
fans on TikTok

t's not just '80s shoulder pads

that are back in style. Social media
influencers are swapping their cards
for cold, hard cash as a way to watch
their expenses.

The hashtags #cashstuffing and
#100envelopechallenge are doing their
rounds on social media platforms such
as TikTok, YouTube, Instagram and
Facebook with students, young parents
and influencers using coins and notes
to show how they save more money.

#cashstuffing is the TikTok version
of “buckets” and “jars” that were
popular with the Gen-Xers a couple of
decades ago. The principle is the same,
with envelopes labelled groceries, bills,
splurge, clothes, transport, savings
and the like.

Meanwhile, the #100envelopechal-
lenge is about setting aside a certain
amount every day for 100 days until
the amount saved hits $5050. Similar
to one of the popular half-marathon
challenges where each day represents

a kilometre covered until the runner
hits 21km in 21 days, each day in the
#100envelope challenge represents a
set amount of dollars saved until the
participant reaches the $5050 goal.
“Cashless payment systems, cards,
buy now, pay later apps and phone
payments all reduce the user’s ability
to budget and save by minimising the
‘pain of paying’,” said Jason Bryce,
spokesperson for the cashwelcome.
org campaign. “Inevitably young people,
students and everyone on a budget
recognises the power of physical
currency to impose discipline and give
budgeting power back to the user.”
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VACANCIES

Renters turn
the tables on
landlords

andlords often have the upper hand when it comes

to rentals, but new research for RentRabbit.com.au
has found the top 20 capital city rental markets where
the tides have turned in favour of renters over the past
12 months. But only Victoria, NSW and the ACT made
the list, with no suburbs from the other states passing
the criteria.

“To make sure conditions in those suburbs had turned
in favour of renters, their vacancy rate needed to have
increased by at least 1 percentage point over the past 12
months, while their median weekly rent needed to have
either fallen or remained unchanged during that period,”
says the rental property review website.

The top 20 comprise 12 house markets and eight unit
markets. All the suburbs had a vacancy rate of at least
2%, while weekly rents ranged from $310 to $850.

RentRabbit.com.au co-founder Ben Pretty says the
research shows that renters have had more luck finding
a place in Melbourne, Sydney and Canberra but are
really struggling in Brisbane, Perth, Adelaide, Hobart
and Darwin.

“For the sake of families and people on average
incomes, I'd like to see a more balanced rental market.
For that to happen, supply needs to increase, which
means we need more investors to enter the market and
more new builds to come online.”

Leading the league tables are: Derrimut (Vic), Mount
Duneed (Vic), West Pymble (NSW), Campbell (ACT),

Moving is an expensive business

he financial cost of moving house is far higher than
most people can afford, according to a new report,
Eviction, Hardship and the Housing Crisis, by the Tenants’
Union of NSW. It is especially difficult for the 30% of
renters who are evicted.
The report estimates that the average costs for
moving house are around $4000. This can include hiring
removalists or a van, packing materials, cleaning, taking
time off work, travelling to property inspections, school
relocation, mail redirection, utility disconnection and
reconnection, and replacing furniture or appliances.
On top of this, evictees also have to come up with the
rental bond required to secure a new tenancy.
“Housing is an essential service. We need to recognise
eviction - or the removal of that essential service - as the
significant, traumatic and costly event that it is,” says Leo

Hughes (ACT), Girraween (NSW), Heckenberg (NSW),
Coolaroo (Vic), Pendle Hill (NSW) and Cabramatta
West (NSW).

The other 10 are: Dingley Village (Vic), Berala (NSW),

PROPERTY ¢

McKellar (ACT), Emu Plains (NSW), Bannockburn (Vic), > MORE
Notting Hill (Vic), Campbellfield (Vic), Kingsville (Vic), PROPERTY
Oak Park (Vic) and Ivanhoe East (Vic).

Suburbs that made the grade were all within f)’;;’_l:;:]ﬂs ON

commutable distance of the capital city CBD and
had at least 1000 properties.

Patterson Ross, the group’s
chief executive.

He is calling for
changes to tenancy
laws that could S
potentially require : T
landlords to cover the :
renting household’s
relocation costs
where the tenant was
not in breach of the
contract, plus higher
fees for eviction matters
so landlords prioritise
dispute resolution before
going to court.

“
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SAVINGS

-
Covid pushes g
super pool to ~
new record

oluntary member contributions
helped push the superannuation
asset pool to a new record of
$3.47 trillion at the end of the 2021
calendar year.

The latest statistics from the pru-
dential regulator APRA show total
assets grew 14% year on year.

Member contributions jumped a
whopping 59% ($36.4 billion) as a
function of Covid-induced activities,
such as the booming amount of
cash Australians have saved during
lockdowns and border closures, and
their stronger engagement with
financial advice.

“This can be observed in quarterly
inflows over the year for personal
contributions, which have been at
elevated levels compared to previous
years,” says APRA.

Overall, contribution flows during
2021 netted $58.5 billion, reflecting a

large increase that factors in the com-

pletion of the early release of super

/A

scheme withdrawals as well as
growth in total contributions.

Most APRA-regulated assets
comprised MySuper products
($950 billion), which recorded the
highest year-on-year growth rate
of 18%. Self-managed super funds
(SMSFs) hit $876.7 billion, experi-
encing the next biggest growth of
13% over the year.

Within the sectors, industry
funds inched closer to the $1 trillion
mark at $969.2 billion, growing
19% year-on-year, while retail funds
climbed 12% to $709.1 billion.

Public sector assets grew 15%
to $633.5 billion, while corporate
funds added just $3 billion to sit at
$61.1 billion at the end of 2021.

In the SMSF sector, the tax
office’'s December 2021 quarterly

figures reveal that 6788 funds were
set up and only 163 shut down,
leaving a net total of 601,906 active
SMSFs at the end of the year.

Cryptocurrency is graining prom-
inence among SMSFs, as some
$227 million is allocated to this
asset class, rising steadily from
$194 million in June 2019, when
members first began investing in
digital assets.

Overseas managed investments
and residential property assets
worth $1.9 billion and $472 million
respectively comprised the majori-
ty of the SMSF asset pool.

Large amounts are also invested
in listed shares ($241m), overseas
non-residential property ($184m),
unlisted trusts ($115m) and cash
and term despots ($148m).
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Aussies want to be responsible

Four in five Australians expect their money in banks,
superannuation and other funds to be invested
responsibly, with 17% already holding ethical and
responsible products, according to the Responsi-
‘_Q‘ ble Investment Association Australasia (RIAA).
In From Values to Riches 2022: Charting
Consumer Demand for Responsible Invest-
ing in Australia, the RIAA reports that 72%
are concerned with “greenwashing” and

claims with super funds and banks, and they are getting
smart at running the ruler over those claims.”
According to the RIAA, 84% of respondents believe
it is important their super fund or bank commits to
reducing greenhouse emissions, 83% want targets for
emissions reductions and 81% want to see them pledge
to achieve net zero by 2050.
Social issues are also rising up the agenda - 74% of
Australians say social issues are important when they

‘ 4% would consider moving to another
provider if they found out their current fund
was investing in companies engaged in

activities inconsistent with their values.
“There is a more discerning consumer out
there today,” says RIAA chief executive Simon

O’Connor. “One, we're seeing more of them are

already investing responsibly and ethically - there's an
increase of 28% from 2020 - and two, more are under-
standing that there are credible claims and less credible

think about investing their money, up from 64% in 2020.

The RIAA also found a mismatch with the social and
environmental issues between what consumers are
concerned about and what products offer - 67% want to
avoid animal cruelty, testing and animal products while
only 32% of investment providers offer such products.

Nearly two-thirds of Australians also want to avoid
investments that violate human rights, while only 39% of
responsible investment providers deliver products that
meet this criterion.

KARREN VERGARA & RACHEL ALEMBAKIS
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TOP PERFORMERS

‘Unloved® markets shine

New investment opportunities
are springing up from the most
unlikely places as markets respond to
the geopolitical crisis in Europe.

“We had a cautious outlook on Latin

American economies coming into this
year. However, higher commodity and
energy prices typically lead to growth
in this region,” says Jacob Manoukian,
the US head of investment strategy
for JP Morgan.

Since the start of the year, the three
top-performing countries in the MSCI
index universe are Peru, Brazil and
Colombia.

Similarly, Middle Eastern markets
such as Qatar, the United Arab
Emirates and Saudi Arabia are posting
double-digit growth.

“The invasion of Ukraine has also
placed a renewed emphasis on
traditional defence. For example,
Germany has announced new
spending worth 2% of GDP this year.
Unsurprisingly, defence companies
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are up 10% in the past week.”
As European countries move away  have rallied by around 15%.

from their dependence on other coun- Cybersecurity companies are also

tries, including Russia, for their energy = enjoying support from traders as

supplies, clean energy companies more businesses and government
policymakers turn their attention to
beefing up their resilience in the face

of relentless attacks.

BUY Westiarmers (WES)

The Intelligent Investor James Carlisle

here was a lot of red ink in
Wesfarmers' half-yearly result,

but that's what a retailer gets when
20% of its trading days were lost in the
period. Operating profit fell 12% in the
half, to $1.9bn, on revenue that was flat
at $17.8bn. With higher freight costs
and a relatively high fixed cost base,
the operating margin slumped from
9.0% to 3.6% and profits fell by 63%.
It is no surprise to say it but these
results are evidence of it - retailers
were heavily disrupted by lockdowns.

The prospects for the second half
don't look great. Inventory levels
are elevated - initially by choice to
maintain the offering in the face of
supply disruptions, but exacerbated
by store closures and staff absences
in distribution centres and along the
supply chain.

The bigger question concerns
Kmart and Target and whether they

RECOMMENDATION

BUY HOLD
below upto
$45.00 $70.00

have a business model to compete
effectively against more specialised
retailers. Despite the unusual period,
the omens look worse than they did
six months ago.

But Bunnings is firing, despite
losing trading days, profits in the
Chemicals, Energy & Fertilisers (CEF)
business jumped 36%, largely due to
higher commodity prices, and Kmart
and Target only contribute 10% of

HOLD at $48.64

Source: Intelligent Investor;
price as at March 4, 2022, close of business

profit. And this figure will get further
diluted by a new Health division if the
proposed acquisition of APl gets up.

With about two-thirds of group
profit from Bunnings, one of
Australia’s best businesses, and the
stock on a forward price-earnings
ratio of 25, value is starting to appear.
We'd like to see it fall a little further
before upgrading but it remains a
comfortable HOLD.

»MORE
SHARES
STORIES ON
P73-39
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INTERVIEW

STORY ALAN DEANS

Journey
Into a

greener

world

Fact file
Josh Harris

co-CEO of carbon farming business

Climate Friendly;
aged 42; lives in Bulli, coastal NSW.

First job was cutting firewood in a small timber mill;

played amateur Aussie Rules, and now uses spare time to surf

and to run; enjoys creative writing, which “really gets me into

the right headspace’; likes to read books by Herman Hesse,

Gabriel Garcia Marquez and Tim Winton. Taking a year

off work in 2009 reinforced his passion to protect

natural ecosystems. Best advice about money came

Jfrom his uncle, an accountant: “Just spend it.”
He prefers impact investing funds.

he world is finally catching
up with Josh Harris. “This is
my 20th year working in the
climate change sector,” he
explains.

“I started as a graduate in Canberra in
2002, and this has been the first year when
climate change is actually a mainstream
topic. It’s no longer a debate about where
we are going. It’s actually now about how
we’re going to get there.”

While the outcome of last year’s Glasgow
summit disappointed many, Harris sees
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it differently. “There are a large number
of countries now with net zero targets,
including Australia, and that in itself was a
success. The conference accelerated inter-
est from individuals and businesses. Now
there are many buyers of carbon credits -
from corporates with carbon neutral busi-
nesses to those with large emissions. They
need to manage that risk and compliance.”
Harris is a carbon farming pioneer. He
graduated with a thesis on climate change
economics and snagged his first job in the
Australian Greenhouse Office, which led

all federal government work on climate
change and was the world’s first govern-
ment agency dedicated to cutting green-
house gas emissions. Later, he worked in
London and Beijing for the Climate Group,
which pursues green issues globally. There
he campaigned with former UK Prime
Minister Tony Blair on a program called
Breaking the Climate Deadlock, which
outlined for world leaders how to change
entrenched climate attitudes.

“It is a personal journey,” he explains.
“It’s the most important issue facing the

MICHELE MOSSOP



globe, and has been for a long time. It’s also
the most fascinating.”

He thinks of carbon farming as being a
means to sustainably supply the food need-
ed for the world. “The end goal from that is
to reduce greenhouse gas emissions while
delivering the world-class green agricul-
tural commodities we have in Australia,”
he says. “To be more specific, it’s pulling
carbon out of the atmosphere and storing it
in trees and in soil and also, in the top end
of Australia, doing strategic cool burns in
savannah to prevent large bush fires. By

adopting these practices, land managers
receive carbon credits for their activities.”

Harris is Climate Friendly’s co-CEO,
working there since 2013. He oversees oper-
ations and carbon credit trading and has
direct responsibility for carbon farming
projects on 130 properties covering 10 mil-
lion hectares around Australia. The group
has an ambitious target of pulling 100 mil-
lion tonnes of carbon emissions from the
atmosphere by 2025, having met its initial
goal of 20 million tonnes by 2020. It clearly
still has a lot to achieve in a short time,

IU’s the most important
issue facing the olobe,
and has been for a long
time. IC's also the

most fascinating,”
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Kach carbon credit the
business generates
represents one tonne of
carbon dioxide
sequestered into a tree
or the soil

but is driven in part by the revenue share
it gets from carbon credit sales. Another
incentive is its development of new car-
bon methods. The current strategy is to
re-invest its returns into new properties
and projects, something it is supported in
achieving, thanks to equity support from
private investors.

“That is about innovating the way we
can develop carbon farming projects on
one property,” he says. “At the moment,
only one carbon method is allowed. The
work that we have been leading for a
number of years is to stack a whole bunch
of different carbon methods together on
one property. Think of it as being a holistic
carbon farming method with active land
management across whole farms. We call it
active landscape management.”

As an example, a farmer in western
Queensland could apply rotational grazing
in one area, and also plant trees along
the river banks. A carbon sequestration
program could be adopted across the
property, too, and fire management
techniques employed to practise savannah
burning. There are ways also to cut
emissions from cattle.

“We package that into one carbon
method. That opens whole other, large
areas of Australia that have been left out
of carbon farming. Until now, it has taken
place mostly in the range lands, 10 hours
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west of Sydney and Brisbane and six hours
east of Perth. But if we stack different
methods into one property, then it allows
smaller farms a lot closer to the coast to
take part.”

Climate Friendly’s business model is to
partner with land managers for 25 years. It’s
a long-term arrangement because it takes
time to make the necessary changes and

reap the rewards. Harris’s team initially
calculates the carbon potential of a property,
including satellite imagery and measuring
existing tree coverage. “We do the carbon
accounting, all the way through to the
creation of the carbon credits. It takes about
12 different specialists in our business to
run a project, including the on-ground
technology, legalities, marketing and sales.”

MICHELE MOSSOP



Each carbon credit they generate
represents one tonne of carbon dioxide
sequestered into a tree or the soil. Credits
are a financial instrument under the
Corporations Act, and Climate Friendly
holds a licence so it can sell them for the
landholder. It is paid by taking a revenue
share from the sale, incentivising them
both to maximise returns.

Harris has a team of 55 and there are
plans this year to recruit 10 to 15 more staff
to handle the growth. “We measure our
purpose in impact,” says Harris. “Profita-
bility for us is just another metric that helps
us to deliver our impact. The more returns
that we get, the more properties and pro-
jects we can invest in. And we are a very
high-growth-focused business.”

Grand vision ... Harris wants to reduce greenhouse
gas emissions and sustainably feed the world.

The key to Climate Friendly’s success
is to take what it does now, practising
only one carbon sequestration method on
a property, to using a range of different
methods together and boosting the impact.
This could be a game-changer, because
it opens the opportunity for smaller
properties closer to urban centres to also
become carbon farmers by using a variety
of initiatives.

“We have been working for a number
of years on how to stack different carbon
methods together,” says Harris. “We could
sequester billions of tonnes of carbon
using this method and do it closer to the
coast. This has been a focus of both sides
of government over the past decade or so,
and it would give us global credibility. It’s
s<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>