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Director’s Fore

Welcome back to what we hope is another safe and
successful year for you in your personal, family and
financial lives.

With more than half the financial year already gone, it's
important that you gain all the information necessary to
take advantage of all the proposed Superannuation rule
changes BEFORE 30/6/07 — as some are a ‘once in a
lifetime’ opportunity.

Please contact one of our financial planners so that we
can give you the latest information and help you make
the right decisions.

At Lakeside we are committed to adding value to you
and we appreciate any feedback as to how we can
better deliver this — please call or email with any
suggestions.

Kind regards,

ROSS HENNIG
Managing Director

Looking for a new challenge or career?

Lakeside Consultants currently has employment
opportunities for enthusiastic, self motivated people
looking for a rewarding future in the financial services
industry. If this sounds appealing please forward your
résumeé to gary@lakesideconsultants.com.au

We are pleased to announce the appointment of three
new staff members that have come to Lakeside via
‘word of mouth’.

NEWSFLASH:

Succession Planning Issues for
Business Partners... explained!

Details on page 4

UPDATE - Latest Stamp Duty Cuts and

First Home Owners Grant Scheme
Details on page 6
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(ABN 40 003 677 334 and AFSL 237641) trading as Guardian Financial Planning.

Issue 10
February 2007

LAKESIDE SEMINAR — learn more about...
Pre-Retirement Strategic Planning
Transition to Retirement Strategy
Retirement Income Streams

Budget Changes and What they Mean to You!

Do you want to...

e Learn about Superannuation and the benefits
throughout retirement?

e Learn about the recent changes to the rules — What
opportunities do these present to you?

e Learn how the implementation of the right Retirement
Strategies can save you and your family Thousands
of Dollars in Tax?

e Learn how the Transition to Retirement Strategy can
help boost your retirement savings?

Lakeside Consultants sees this informal, informative
hour as a way to help our clients understand the Do’s &
Don’ts of the financial world.

We look forward to seeing you there.

UARDIAN

Financial Planning



http://lakesideconsultants.com.au
mailto:Gary@lakesideconsultants.com.au
http://www.guardianfinancialplanning.com.au

Financial Planning — The China boom has a long way to go...

Key points

Like all emerging countries, China faces risks and
speed bumps that make for an occasionally volatile ride.
However, its rapid growth is sustainable for years to
come and this creates big opportunities for investors.

Introduction

Over the last 25 years or so, China’s economy has
grown by over 9% per annum. China’s transformation is
without precedence in that it is dragging over a billion
people out of near subsistence conditions into the
modern world over just a few generations. Past rapid
development phases, such as the industrial revolution in
Europe, the US in the nineteenth century and Japan
and then Asia over the last sixty years involved millions
not billions of people. Sceptics naturally argue that
China’s rapid development is unsustainable and will end
in a bust. Our view remains that China’s rapid
growth is sustainable and has a long way to go.
This will create enormous opportunities for
investors with exposure to China.

China has huge competitive advantages built
around low unit labour costs and scale advantages.

Rapid urbanisation is sustaining investment
demand, contributing to surging productivity
growth [taking workers off farms and putting them
into factories with machines is an easy way to
boost productivity] and keeping labour costs down.

Consumer demand is surging in response to rising
affluence. This is a normal phenomenon and the
relatively low level of per capita consumption of ‘things’
like living space and cars suggests it has a lot further to

go.

China is investing in new capital at a rapid rate and
this is also contributing to productivity growth.
Investment is running at over 40% of GDP, the
indications are that it will remain very strong.

China has a long way to catch up to rich country consumption

China us
Cars [per 1000 people) 7 475
TVs [per 1000 people] 365 837
Living space [sq feet per person] 73 718
Electric power [kw hrs per person] 964 12322
Mobile phones [per 1000 people] 128 451

source: Fed Reserve of Dallas, AMP Capital Investors

Long—term drivers look sustainable

Having got the fundamentals right — the shift towards a
market economy, growth friendly economic policies and
a focus on economic development — China has been
pushed on to the conveyor belt of growth.

China is experiencing very strong productivity

While many fret that China has been over-investing,
corporate profit growth in China remains very
strong [running at 30% in 2006] and the rate of return
on capital is solid and has improved since the late

growth on the back of rapid privatisation, labour
market and industry liberalisation resulting in
intense competition and the application of new

technology.

Rapid urbanisation is a strong driver of growth in China
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1990s despite the surging capital stock. This would
suggest that while China may experience periods of
excess capacity in some industries, in aggregate it is
not in fact over investing as illustrated in the following
chart.



Financial Planning — The China boom has a long way to go... (cont)

Strong profit growth and return on capital
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China’s growth can remain strong for a long
time

The fact that China is coming from such a low base for
average income levels indicates its rapid growth phase
can continue for several decades before it runs out of
puff. At market prices GDP per person in China is about
$US2000 per annum. Adjusting for purchasing power
this is about $US7000.

In Australia it is about $US32,000 and about $US42,000
in the US. This would suggest China can average very
strong growth for a long time before it catches up to rich
countries. If China were to grow at 8% per annum in
real terms, it would take 30 years to catch up to
Australian per capita income levels.

No signs of major problems ahead

The main concern in 2006 was that China’s growth had
become just a bit too strong [at 11.3% for the year to
the June quarter] and too skewed towards investment.
This saw the authorities raise interest rates and
introduce other measures to cool the rate of growth in
investment. However, recent indications are that growth
in investment has slowed towards a more sustainable
pace and GDP growth has come off the boil.

What's more, the normal indicators of impending trouble
in emerging markets remain benign in China’s case:

e Purchasing power parity adjusts for spending power.

e Inflation is low and since the mid 1990s there has
been a dramatic improvement in the growth/inflation
trade-off in China, i.e. higher growth and lower
inflation. Better economic management has also
meant that economic growth has been far more
stable in recent times compared to the 1980’s and
early 1990's.

e China is not reliant on foreign capital inflow. In fact,
the rest of the world is reliant on Chinese capital
outflow!

e China’s foreign exchange reserves are very strong at
around $US1 trillion.

e The currency is undervalued and is likely to
appreciate gradually over time [around 5% per
annumj.

e While property prices are up strongly in some cities,
in aggregate Chinese property prices have been
rising at a slower pace than nominal GDP, in contrast
to the US, Australia and the UK in recent years. In
other words, China does not have a generalised
property bubble.

An improved growth/inflation trade-off
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China faces environmental problems and political risks
but they are not enough to derail its strong growth
prospects.

Conclusion

As with all emerging countries, China faces risks and
speed humps that make for an occasionally volatile ride.
However, the rapid industrialisation phase in China’s
development has years to run and this will create big
opportunities for investors with exposure to China,
whether it’s indirectly, e.g. via commodities, or directly,
such as via Chinese shares.

Dr Shane Oliver

Head of Investment Strategy and Chief Economist
AMP Capital Investors



NEWSFLASH:

Insurance — Succession Planning Issues for Business Partners

People often have a lot of their wealth tied up in a
business. However, when two or more people own a
business, more often than not, the departure of one of
the owners has not been clearly and properly dealt with
in a business succession plan. In practical terms, an
exit by one of the partners is inevitable - sooner or later
someone will leave.

These reasons could include retirement, a
disagreement or even as part of a financial settlement
of a divorce. And of course, worse still, what if a
departure is forced on someone due to
death or illness?

If one of the partners in your business is
forced to exit what happens then? Do
you have a ‘rule book’ that spells out
what occurs?

The need for appropriate legal agreements between
partners may seem painfully obvious - but studies
indicate that as many as 95% of businesses do not
have the right type of agreements in place.

This can lead to immense problems not only for the
departing proprietor, but also for the business and the
remaining business owner(s).

Lakeside can assist with agreements to deal with the
exit of a partner from a business, as well as assist you
to think through the option of insurance cover to fund
such an agreement.

There are a number of issues to consider in these
scenarios including :

e Who the buyer will be (more often than not the
existing partner)?

e How much will they pay - what is the business
worth?

o How will they pay for it and over what time frame? Is
insurance a good way to pay for it?

From our experience the following are some of the
scenarios you should consider in protecting your
investment with a business succession plan.

You may get along very well with your partner’s spouse,
even socialise with them occasionally, but would they
be suitable as a working business partner?

doing?

If not, what would they do? Would their contribution
equal the share of profits they would be receiving from
the business? Would you need to pay for a replacement
as well?

His wife doesn’t want anything to do with it - they need
to sell.

Are you prepared to buy her share? If you do want it,
how will you pay out your partner's family for their
share? How much should it be? Will you borrow it?
Will you be able to borrow it?

And don't forget, you may need to replace your partner
with a new employee. How easy would that be?

How long would you be prepared to fund them from
profits, without any actual contribution from them?

You may be happy to provide financially for a period but
treatment for cancer can take months and even years,
and whilst some survive, many don't.

What is your plan for dealing with this possibility?
Do you have Key Person Insurance in place to cover a

replacement? Or, Life Insurance to fund their share of
the business, should they die?

This newsletter contains General information only. It has been prepared without taking into account your objectives, financial situation or needs. Before
acting on any of this information you should consider the appropriateness of the advice having regard to your own objectives, financial situation or needs.
You should obtain a product disclosure statement relating to any products and consider the statements before making any decision whether to acquire

these products.



NEWSFLASH:

Insurance — Succession Planning Issues for Business Partners (cont.)

How would they go negotiating with your partner to sell
that equity?

What would happen to the business in the meantime,
eg. if one of you was not there would it suffer a
downturn? How much would your family actually be
able to realise from a sale if the negotiations dragged
on? How would your family survive financially in the
meantime?

Where to from here?

Lakeside Consultants can help with the legal
agreements (called Buy Sell Agreements) that cover off
on these unforseen events.

Beyond this we are able to discuss the validity of
insurance funding based on your business and advise
on options such as whether you want to allow for an
additional ‘top-up’ payment in case the insurance cover
is not enough, or whether a partner with a critical illness
should be able to be forced out after a period of time.

Finance — MARKET WATCH

Whenever two or more people own a business it is
essential to have a well-thought out business
succession plan in place, to ensure your investment is
protected.

These should ideally be implemented while neither
party is under pressure and an objective view can be
taken.  Agreeing on the terms and putting the
appropriate documentation into place is not an
expensive or insurmountable task.

MARKET WATCH !

3 year Fixed Interest rate 6.95%
(Comparison rate 7.90% based on loan amount of $250,000 excluding additional disc.
applied to the rate)

5 year Fixed Interest rate 6.95%
(Comparison rate 7.74% based on loan amount of $250,000 excluding additional disc.
applied to the rate)

Variable Interest rate 7.27% loans over $500,000
(Comparison rate 8.14% based on loan amount of $250,000 excluding 0.80% discount
applied to the rate)

Variable Interest rate 7.37% loans over $250,000
(Comparison rate 8.14% based on loan amount of $250,000, excluding 0.80% discount
applied to the rate)

This newsletter contains General information only. It has been prepared without taking into account your objectives, financial situation or needs. Before
acting on any of this information you should consider the appropriateness of the advice having regard to your own objectives, financial situation or needs.
You should obtain a product disclosure statement relating to any products and consider the statements before making any decision whether to acquire

these products.



NEWSFLASH:

Finance — Latest Stamp Duty Cuts and First Home Owners Grant Scheme

Finally, Stamp Duty cuts as promised by the Victorian
Government were announced late in 2006 and are
effective now.

As of 1% January 2007, the State Revenue Office
(Stamps Office) in Victoria is offering discounted Stamp
Duty Rates for purchases between $115,000 and
$500,000 for Principal places of residence only.

First home buyers have the option of either taking the
reduced Stamp Duty Rates or receiving the Victorian
First Home Bonus of $3,000 (that is more generous
than the Stamp Duty discount). If they choose the
reduced Stamp Duty option, they can still receive the
$7,000 Federal Government First Home Owners Grant.

Discounted Stamp Duty (1%) applies up to $400,000 of
the purchase.

For the remaining amount (i.e. $400,000 - $500,000),
the normal rate of 6% Stamp Duty would still apply.

Please note that the First Home Bonus has increased
from $3,000 to $5,000 for newly constructed homes.

The definition of “principal place of residence” is in
accordance with the “qualification test” for the First
Home Owners Grant, i.e. the purchaser/s must live in
the property for a continuous period of 12 months from
the date of settlement.

The Stamp Duty discounts are not applicable for vacant
land. The contract must be entered into after 1st
January 2007.

For any further information, please refer to the SRO
web site. www.sro.vic.gov.au
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Property Outlook for 2007

A recent national online survey revealed that 68.8% of
respondents believed that the Australian economy
would be strong in 2007, with 35.1% planning to invest
in property over the next 12 months. Most respondents
revealed that their biggest concern was the stability of
interest rates with 86.3% expecting a rate rise in the first

quarter of 2007.
(source — Australian Property Investor January 2007)

Residential rents are on the increase. Website
‘www.realestate.com.au’ surveyed 1,480 Australians,
and 67.1% of respondents believed that rents would
rise in 2007. This is largely driven by the very low
property vacancy rates. Vacancy rates in Melbourne are

at 1.60%, and as low as 1% in some inner suburbs.
(source — Australian Property Investor January 2007)

Rod Cornish, head of property research at Macquarie
Bank, says Melbourne is ahead of Sydney and Brisbane
in the cycle and moved into its stabilization phase late in
2005. Melbourne prices generally are now rising and
Cornish expects that to continue, with underlying
demand boosted by good overseas migration numbers.
He also points out that Melbourne “affordability wasn't
really over-stretched” during the boom and given solid

housing demand, prices should continue to increase.
(source — Terry Ryder, Dec 2006)

This newsletter contains General information only. It has been prepared without taking into account your objectives, financial situation or needs. Before
acting on any of this information you should consider the appropriateness of the advice having regard to your own objectives, financial situation or needs.



Lakeside Legal’s First B’day — on our anniversary maybe it’s time to review your affairs?

)

ﬂ As we mark the first birthday of Lakeside Legal, it
@ is timely for us to remember that the complexities

of modern business life mean:

e it is vital that every adult, whether married or single, and
whether a parent or not, has an appropriate valid Will; and

e such a Will should be prepared by a qualified legal
practitioner who can ensure that the document is properly
completed, and that it includes all clauses which are
required to fully protect an individual's beneficiaries and
assets.

The issues facing those who draft a Will are many, and the
following checklist covers just some that may be
encountered:

Identity of testator

One should always include the full name and other names
which the testator may use to hold assets. It is current
practice for the community to use maiden names and
hyphenated surnames much more regularly than has been
the case in the past, and it pays to be careful. A grant of
probate which is made without showing those different names
may create problems of proof of identity of the deceased
when dealing with his or her assets.

Executor

Provision should be made for co-executors or alternative
executors in case any first-named executor fails or ceases to
act.

The appointment of the most appropriate executor (and/or
trustee) is so important that a willmaker must always have a
viable alternative in place.

It should also be noted that legal regulations do not allow the
appointment of more than four co-executors at the one time.

Specific gifts

If a willmaker requires specific items to be left as legacies to a
particular beneficiary or beneficiaries, he/she must ensure
that the items are definitely and adequately described eg if a
willmaker refers to “my diamond ring”, does that wording
clearly separate the item from any other rings which he/she
may have?

Minor children

If children are under the age of majority (18 years), a
properly-drawn Will should address what will happen with the
portion(s) of the estate which are reserved for the children on
attaining that age (or any later age which may be specified in
the Will).

It is usual for trusts to be created by a Will, and much benefit
can accrue to the children if the relevant trust powers are
properly drawn so as to take advantage of current taxation
and investment legislation.

In particular, a willmaker ought to consider whether a
comprehensive “testamentary trust” Will (which allows the
executor/trustee the flexibility to manage the interests of the
beneficiaries in the most advantageous way possible) is the
best option.

These “testamentary trust” Wills are particularly helpful
whenever willmakers have children with a disability or special
needs of any sort.

Business assets

When a willmaker dies while holding proprietorship (or any
equity interest) in a business venture, whether as a sole
trader, or via a company, trust or partnership, the Will should
address the manner in which the deceased’s interest will be
managed, maintained or disposed of for the optimum benefit
of the beneficiaries.

In these circumstances, the creation of a “testamentary trust”
Will is also often the best alternative.

Superannuation/life insurance entitlements

Most adult members of our community have a major part of
their assets invested in superannuation and/or life insurance,
and we are regularly surprised at Lakeside at the significant
number of willmakers who have not taken the necessary
steps to ensure that those entitlements will be paid over after
their deaths in accordance with their wishes.

Most superannuation fund managers will require specific
instructions from a willmaker as to the manner and direction
of the payments, and careful steps must be taken to ensure
that a willmaker’s instructions remain clear and current.

In particular, a new marriage (or the breakdown of an existing
marriage - or other recognised relationship) may have a
significant impact.

Guardianship

It is always vital for a willmaker (whether he/she is married,
or in a recognised relationship, or is a sole parent) to turn his/
her attention to who may be the most appropriate person to
be appointed as guardian i.e. to take responsibility for the
day-to-day custody and welfare of infant children.

Funeral arrangements

It is not common for funeral arrangements to be formalised in
a Will, but it is regularly of comfort to bereaved relatives for
those details to appear in such a document (in particular if a
death has occurred unexpectedly or prematurely, and the
deceased’s wishes are otherwise unknown or unclear).

As indicated at the beginning of this note, the matters referred
to are by no means the only issues which will come under
consideration when attending to the preparation of a Will, but
it is hoped that the matters discussed above will illustrate just
how effective a properly drawn Will can be, and how much
protection can be provided if the time is taken to discuss such
matters with a qualified legal practitioner.

This newsletter contains General information only. It has been prepared without taking into account your objectives, financial situation or needs. Before
acting on any of this information you should consider the appropriateness of the advice having regard to your own objectives, financial situation or needs.



CLIENT CORNER — cadenRECRUITMENT

Specialist Recruitment of Accounting & Finance,
Office Support & Executive Personnel

Unlike their competitors, the team at Caden Caden Recruitment provides specialist
Recruitment have actually worked extensively in the recruitment services for both permanent & temporary
sectors they place candidates in. So you'll appreciate personnel in:

immediately, from the questions they ask and their
unique approach, that you are talking to an industry
expert - not a generalist consultant recruiting for all
employment sectors.

Accounting & Finance
Administration & Office Support
Executive & Management

Sales & Marketing

Established 9 years ago by Domenic Saporito CA, ) .
Caden is also a member of CareersMultilist — a

franchise network of over 120 specialist recruitment
companies throughout Australia and New Zealand that
delivers to our clients the highest quality talent
available.

Voted "Best Recruitment Agency in Australia in
2003" on the seek.com.au website by candidates,
Caden has developed a reputation for impeccable
service for both clients and candidates.

caden
RECRUITMENT

Level 8 Contact Domenic Saporito on 03 9620 9222
470 Collins St ) ]
MELBOURNE VIC 3000 Email: domenic@caden.com.au

www.caden.com.au
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(Authorised Representatives of Guardianfp Ltd trading as Guardian Financial Planning)

IMPORTANT INFORMATION:

UPDATE — Lakeside Consultants Email Policy

Dear Friends,

Australia's new SPAM act came into effect on 10th April 2004 regulating the sending of email, SMS and other electronic
messages of a commercial nature with Australian Internet links.

The SPAM Act regulates commercial electronic messages by providing that, subject to limited exceptions, they:must not be
sent without prior consent of the recipient. (That consent may be express or implied (‘reasonably inferred") from the conduct,
business and other relationships of the person or organisation concerned); must contain a functional unsubscribe facility; and
must accurately identify the sender of the message.

PLEASE NOTE: LAKESIDE CONSULTANTS PTY LTD does not send any unsolicited email. We respect your privacy
and only use your email address to contact you about products or services that are of interest and value to you.

You are currently listed on our mailing list as a willing recipient. If you wish to stop receiving information from LAKESIDE
CONSULTANTS PTY LTD, please use the link in the footer below to "Unsubscribe” (remove your name) from this

service. If you do not reply to this message, your email address will remain active on our mailing list, and this will be taken as
implied consent to receive email.

All future emails from LAKESIDE CONSULTANTS PTY LTD will include a functional unsubscribe facility, including email,
phone, and fax to allow the communication of your wish to cease receiving correspondence from us. Any request to be
removed from our mail list will be acted on within 24 hours of receipt of that advice.

Kind regards,

Ross Hennig

Managing Director

LAKESIDE CONSULTANTS PTY LTD
ph: 9510 0788

fax: 9510 0799

The information provided in this newsletter is General Advice Only. It has been prepared without taking into
account your objectives, financial situation or needs. Before acting on any advice you should consider the
appropriateness of the advice, having regard to your objectives, financial situation and needs.

To remove your name from our email list, please click here.

Questions or comments? E-mail us at newsletter feedback or call 03 9510 0788



