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HOW TO BUILD ENDURING 
WEALTH - NO MATTER HOW 
MUCH YOU EARN 
Spend less than you earn, save the difference, and do something 
meaningful with the money saved.

A common – and potentially dangerous – misconception is that 
income equals wealth. While many earning a very high income can 
have low wealth, those on a low income can still build their wealth.

The key is to take action early to build enduring wealth in a sensible 
and sustainable way, regardless of income levels.

There are a few warning signs that a financial situation is not as 
healthy as it may appear. Some people may be dependent on a 
single asset for their wealth. Other lifestyles may only be sustained 
by debt – indeed, not being able to repay credit card debt each 
month is often the first sign that cash flow is in trouble. In this 
situation, building wealth is almost impossible.

Likewise, those who own their own home may think they are wealthy 
– but they are possibly “asset rich” and “cash poor” and, in some 
cases, struggling to meet regular expenses, including mortgage 
repayments. They are also very exposed to rising interest rates in the 
longer term.

Further, being asset rich but cash poor can leave people exposed if 
their income situation suddenly changes and they can’t easily access 
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cash to cover living costs. Being unable to cope with a 
financial emergency without taking on increased debt 
or being forced to sell an illiquid asset is a sign of a 
vulnerable wealth situation.

So, what can people do to build long-term wealth?

One of the first questions to ask is: does spending 
exceed income? If the answer is yes, building long-
term wealth will be a challenge. The first step is to 
introduce a budget to manage spending and keep it 
within income levels.

From here, other questions to consider include:

• Do you save money each month?

• Do you pay off credit cards in full each month?

• Do you have any investments outside 
superannuation and the family home?

• Is any wealth accessible and liquid (i.e. easily 
cashed) if needed? Could you cover a loss of 
income for, say, three months?

If these highlight potential problems, it’s time to take 
action.

The way to build wealth – regardless of income 
level – is simple. Spend less than you earn, save the 
difference, and do something meaningful with the 
money saved. The last point is vital – it’s important to 
have somewhere to put any spare cash flow.

If it is left in a cash account, it is lazy money – 
especially at the moment when interest rates are 
at historical lows. And of course, it’s all too easy to 
access and spend! Better approaches could include 
making extra repayments on the mortgage, increasing 
superannuation contributions or making regular 
deposits to an investment portfolio.

Next, as part of creating a wealth-building 
strategy, look at what types of investments you are 
comfortable with, taking into account the appropriate 
time frames.

Best strategies vary by age

The most suitable strategy for a 30-year-old is likely 
to look very different from a strategy for someone 
who is 45. Those with a longer time frame – say, over 
five years – should consider a portfolio with a higher 
allocation to equities and property, which provide 
the opportunity for capital growth and higher yields, 
as the short-term volatility inherent in this kind of 
portfolio can be ridden out.

For those with a shorter time frame, such as five 

years or less, there is not the ability to ride out short-
term market volatility, so a portfolio predominantly 
invested in cash and fixed interest assets may be 
more appropriate.

Other considerations when building a portfolio 
include liquidity, tax effectiveness, accessibility, 
structure, diversification, and quality of investments.

This may sound complex, but it is actually 
quite logical. For example, putting more into 
superannuation may be tax-efficient and provide 
diversification, but for younger people it means the 
money will not be accessible for a long time.

Property may be a quality asset that is tax-effective, 
but it lacks liquidity and diversification. Certain 
managed funds can provide diversity, liquidity and 
accessibility, but may be volatile and not as tax 
effective.

One size does not fit all when it comes to investing.

Finally, having adequate insurance and appropriate 
estate planning arrangements in place will ensure 
your wealth is protected and provides for loved ones.

Most importantly, remember that generating wealth is 
usually a long, slow process. But make a commitment 
now, give it time, and you will see the benefits.

Michael Hutton has a monthly opinion piece in the 
Australian Financial Review. This article first appeared 
as part of this series on 29 March 2021.

Michael Hutton is a director of HLB Mann Judd Wealth 
Management (NSW) Pty Ltd (AFSL 526052)  
ABN 65 106 772 696
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INVESTING

Australian investors should use this period of volatility 
in equity markets to ensure their portfolios are 
reflecting their financial goals. 

In this topsy-turvy market investors can become too 
preoccupied with daily market movements and lose 
sight of their bigger investing picture.

Investors need look at the composition and weighting 
of their portfolio, and whether it can achieve their 
goals over a period of time. 

A home deposit, for example, might be a three-
year investment plan, so the portfolio needs to be 
reasonably conservative. If the goal however has a 
five to ten-year horizon, the portfolio would require a 
more balanced approach, such as having at least 50% 
in shares and 50% in secure investments.  

Beyond that timeframe, a more aggressive investment 
strategy can be utilised; at least 70% in shares would 
be an appropriate balance as there’s more time to 
recover from any corrections in the market. 

Investors should review the historical performance 
of each investment asset class over time in better 
understanding the impact of volatility. This can 
provide a degree of comfort to younger or less 
experienced investors who haven’t lived through the 
natural fluctuations of market cycles.

More experienced investors accept volatility and 
recognise it’s the price you pay for higher returns. 
Clients that went through the global financial crisis 
of 2008/09 dealt with the pandemic volatility well, 
whereas less experienced investors struggled with the 
extreme movements.

There’s a lot of historical data available on shares, 
property and bond market returns over time. The 
S&P500 Index, for example, had 84 periods of decline 
between 1946 and 2022 of between five and ten per 
cent, which is more than one a year; however, on 
average, it only took one month to recover the loss. 
In addition, 10-20% declines occurred 29 times - or 
nearly once every two years - but again, it only took 
an average of four months to recover.

Other tips for investors in mitigating the impact of 
volatility include having a written investment strategy 
which includes asset allocation ranges with minimum 
and maximum levels. Investors without a documented 
strategy are more likely to panic and revert to cash 
when a major market correction occurs. Interestingly, 
they then tend not to go back to the original 
investment allocation until markets have rebounded 
20%, locking in losses or destroying any capital. 

Selling shares because of volatility isn’t a sound 
investment strategy and is instead a means of losing 
money. There are plenty of reasons to sell a share, but 
volatility and market falls of ten per cent isn’t one of 
them. You will miss the best trading days which tend 
to happen right after the big falls.

Jonathan Philpot is a director of HLB Mann Judd 
Wealth Management (NSW) Pty Ltd (AFSL 526052) 
ABN 65 106 772 696  

Information based on historical performance is 
often not a reliable indicator of future performance. 
You should not rely solely on this material to make 
investment decisions.

BACK TO BASICS FOR INVESTORS AS MARKET VOLATILITY LINGERS
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IS YOUR ESTATE PLANNING UP TO DATE?
 

ESTATE PLANNING

Your estate planning documents will normally include 
the following documents:

1. Your Will

2. An Enduring Power of Attorney

3. An Enduring Guardianship document (commonly 
appointing someone to make medical, health and 
lifestyle decisions if you are unable to make them 
for yourself)

4. Superannuation Nomination (specifying how your 
superannuation should be paid if you die)

Normally the documents will be effective until you 
change them. A change in circumstances will normally 
not change them. For example, the fact that you 
form a new relationship, end a relationship, have a 
child, change jobs, receive an inheritance, buy or sell 
assets, or change address will generally1 not affect the 
provisions of the documents.

Estate Planning documents should be reviewed 
regularly, and definitely wherever you:

a. Change your relationship status

b. Buy or sell significant assets

c. Change superannuation funds

d. Take out life insurance

e. Feel that the persons appointed by you to 
important roles2 are no longer suitable

f. Feel that the way your assets are distributed to 
beneficiaries on your death is no longer appropriate

g. Establish or change investment structures such as 
Family Trusts, Family Companies or Self-Managed 
Superannuation Funds.

The table below will assist you to review your 
current estate planning. If after completing it you 
have answered ‘No’ or ‘Unsure’, you should obtain 
further advice from your lawyer.  The column headed 
‘Action points’ can be used by you to write down any 
comments which can then be discussed with your 
lawyer. 

1 A formal marriage or a divorce can have effect in some states. A change in the nature of a relationship may have an impact on the validity of a 
superannuation death benefit nomination
2 Important roles include an attorney, a medical guardian, a guardian of your children, an executor, a trustee

ISSUES TO CONSIDER CIRCLE ACTION POINTS

Are you happy with your current appointments of an executor, attorney, medical 
guardian, and guardian for any children? YES NO UNSURE

Do you have concerns as to the ability of any of your beneficiaries to handle their 
inheritance, due to any of these factors? 
- relationship problems 
- financial problems 
- health problems 
- drug, alcohol or gambling problems 
- any other issue

YES NO UNSURE

Has there been any changes to your relationship status or family situation since you 
signed your current Will? YES NO UNSURE

Do you feel that the way your current will distributes your assets is in accordance 
with your current wishes? YES NO UNSURE

Do you feel that there is a real possibility of someone making a claim against your 
estate following your death? YES NO UNSURE

Do you have any concerns about your current estate planning documents or 
situation which have not been dealt with under the above questions? YES NO UNSURE
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LINDZI CAPUTO 
Director, Wealth Management

SUPERANNUATION

Maximising concessional contributions is often 
overlooked in wealth building years, which can have 
a significant impact on retirement super balances. 
Building a strong superannuation balance requires 
optimising contributions and the benefit of time.  

Previously there was a use it or lose it approach to 
concessional contributions.  Since 2019, annual limits 
are not necessarily lost and there is an opportunity 
to catch up on missed years to boost superannuation 
balances and perhaps claim a sizable personal tax 
deduction.  

From the 2019-20 financial year individuals with 
a superannuation balance under $500,000 have 
five years to carry forward unused concessional 
contribution limits from previous financial years. 
2022-23 is the fourth financial year this strategy has 
been available, giving those eligible the opportunity 
to contribute and claim a tax deduction for up to 
$130,000. 

The catch-up contributions can be in the form of 
increased employer salary sacrifice contributions or 
personal tax-deductible contributions.  

Who is eligible?

To be eligible to use this strategy an individual’s 
superannuation balance must be below $500,000 at 
30 June of the previous financial year. 

The carry forward amount is the difference between 
the annual concessional contribution limit (shown 
below over the past four financial years) and the tax-
deductible amount contributed to superannuation 
during that year.  

Financial Year end 
30 June Concessional Contribution Cap

2019 $ 25,000

2020 $ 25,000

2021 $ 25,000

2022 $ 27,500

2023 $ 27,500

All individuals earning an income should consider 
making concessional contributions, including those 
who are self-employed or receive investment income. 

The carry forward strategy can be useful for high 
income earners or in years where income is expected 

to be higher than normal. For instance, where an asset 
was sold, business income is higher than usual, or a 
large dividend or distribution is expected from an 
investment company or family trust. 

This strategy can also allow people to catch up on 
super contributions after a career break. 

Bear in mind that amounts contributed to 
superannuation are locked away until a condition of 
release is met, such as retirement or reaching age 65. 

Why is it beneficial?

Making extra concessional contributions to 
superannuation can result in significant personal tax 
savings. It is also a great way to boost superannuation 
savings.

In retirement the most tax effective place for 
investment wealth to be is within superannuation. 
Since the introduction of the $1.7m pension limit, 
it is now more important to make the most of 
concessional contribution limits from the age of 40. 

Take the example of 40-year-old Alex who is self-
employed and expects to generate $200,000 
in taxable income this financial year. Alex has a 
superannuation balance of $235,000 at 30 June 
2022 and a carry forward limit of $102,500. If Alex 
uses this carry forward limit over the next five 
financial years, she could have an additional $195,337 
in superannuation by age 60, assuming her super 
generates an average return of 5% per annum. 

The extra carry forward contribution of $20,500 per 
year would also result in an additional tax saving of 
$4,920 per year. 

Things to remember:

• A superannuation deduction notice must be 
completed and provided to the super fund to 
claim a personal tax deduction. 

• Additional tax of 15% on the contribution may be 
payable where the Division 293 income threshold 
of $250,00 is exceeded. 

• Seek tax advice on the best way to optimise 
the potential tax deduction. It may be beneficial 
to spread the carry forward limit over several 
financial years. 

• Superannuation contribution rules are very 
complex.  It is a good idea to seek advice.

COULD YOU BE ELIGIBLE FOR A $130,000 PERSONAL TAX DEDUCTION?
 

HLB.COM.AU  5  



BETTY PRESHAW 
Director, HLB Debt Advisory 

DEBT ADVISORY

Soaring energy prices and the cost of living crisis are 
sparking talk of an economic phenomenon not seen 
since the 1970s: stagflation. 

But what is it – and is there any danger of it hitting 
Australia’s economy again?

Stagflation is a combination of the words ‘stagnation’ 
and ‘inflation’. Stagnation refers to a period of weak 
economic growth while inflation describes rising 
prices that cause the purchasing power of money to 
fall.  

So, stagflation is when the economy doesn’t grow, 
but the costs of living do. To make matters worse, 
stagflation is typically accompanied by rising 
unemployment. 

For many decades, this toxic combination was 
thought impossible – as inflation and unemployment 
are assumed to be opposites, according to Keynesian 
economic theory. 

The theory posits that when unemployment is low, 
inflation should rise fuelled by rising wages, strong 
economic growth and high demand. The reverse 
should also be true – with sluggish economic growth 
leading to a drop in consumer demand, slowing 
inflation.  

Normally, this is what happens. But, as the 1970s 
showed, every once in a while, high inflation can 
coexist with a weak job market and a sluggish 
economy. 

What happened in the 1970s? 

During the 1970s, tension in the Middle East pushed 
up the cost of fuel, with prices quadrupling over 1973-
74.  At the same time, many countries’ economies 
were sluggish, following decades of growth in the 
post-World War II era. 

Naturally, higher oil prices sent inflation through the 
roof as the cost of manufacturing and transport rose. 
This, in turn, limited economic growth further. 

Are we seeing the same dynamics today?

Admittedly, some of the same ingredients that led to 
the 1970’s stagflation are around today. The supply-
chain crisis is increasing the cost of goods, while the 
war in Ukraine is causing a rise in commodity prices 
and dampening global economic growth. 

However, that’s where the similarities end.

Take annual inflation. True, it hit a 20-year high over 
the March quarter at 5.1%. However, that’s nowhere 
near the 17.7% peak in March 1975, which was 
triggered by the oil price shock. 

Meanwhile, the jobless rate was 3.9% in May, a 48-year 
low, while GDP figures show our economy is strong 
with growth of 3.3% through the year to March.

Australia seems to be facing the classic Keynesian 
scenario of economic growth and price growth going 
hand in hand, rather than the stagflation scenario 
where they move in opposite directions.

Inflation and rising interest rates

While stagflation is unlikely to be on the cards, 
Reserve Bank of Australia Governor Philip Lowe 
has said he expects inflation to hit 7% by end of the 
year. As a result, more interest rate hikes are all but 
guaranteed as the RBA acts to take the heat out of 
the market. 

As a result, borrowing money will become more 
expensive and variable-rate mortgage repayments will 
rise (assuming lenders pass on the increases). 

That said, it’s important to remember that while 
interest rates are rising, they remain low by 
historical standards. Depending on your financial 
circumstances, there are also steps you can take to 
get ahead of rate hikes, such as refinancing.

If you would like to discuss your personal or 
business situation, please reach out for a confidential 
discussion. 

WHAT IS STAGFLATION - AND IS IT ABOUT TO HIT AUSTRALIA?
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NEW FINANCIAL YEAR, NEW FINANCIAL GOALS
 

TAX

Increase in inflation, cost of living pressures, rising 
petrol prices (which will again increase when the fuel 
excise tax increases  in September) - it’s all we seem 
to hear about now.

With a new financial year upon us it’s time to get 
organised and plan ahead.  What are your goals for 
the next 12 months – Retirement? Buying a property? 
A career change?

What steps can you take to help reach your goals?

Set up for the year ahead

Does the end of the tax year have you scrambling 
for receipts for that printer you purchased for your 
home office in August last year, or that donation you 
made to Dave in accounts for Movember?  Make this 
financial year the year to become more organised.  
No longer do you need to have shoe boxes full of 
receipts.  Some of the top apps you can download to 
help manage your taxes are:

• myDeductions – a  free ATO record-keeping tool 
that makes it easier to keep records – individuals 
can record their expenses and sole traders can 
record expenses and income. 

• Mileage Logbook – an ATO compliant vehicle 
logbook app that tracks your trips ad creates 
mileage documents

• Hubdoc – simply snap a photo with the app and 
it scans, extracts and stores your documents in 
your accounting software of choice, including 
Quickbooks and Xero

• Squirrel Street – snap a photo of your receipt and 
upload to Squirrel Street which will scan, verify and 
digitally store them.  Squirrel Street is compatible 
with MYOB, Xero, QuickBooks and more.

• Smart Receipts - a dedicated receipt scanner 
app which operates in such a way to convert your 
image to a document and stores the information

An increase in income?

For those in employment, 1 July often brings about 
a salary review or even a promotion.  What are you 
planning on doing with the extra income?  Planning 
for any increase in income is important, what are you 

planning on doing with any additional income? Are 
you saving? Investing? Or adding to your super?  An 
increase of $50 a week now can make a big difference 
in the future. 

Petrol prices

Is now the time to look at changing your personal 
or business vehicles to electric? NSW has the most 
generous electric vehicle (EV) incentives.

Electric vehicles up to $68,750 are eligible for a 
$3,000 rebate, with the government committing to 
25,000 rebates. EVs priced up to $78,000 can also 
receive a refund on stamp duty, which can be up to 
$3,000. When used together, the rebates can save 
buyers up to $5,540.

The NSW government also plans to remove stamp 
duty on all EVs and plug-in hybrids and introduce a 
road user charge by July 2027 or when EVs account 
for at least 30 per cent of new sales. Other incentives 
include the ability to use transit (T2 and T3) lanes 
until at least 31 October 2022.

Last opportunity to take advantage of the fixed asset 
tax incentive 

For the business owners, the 2022-23 financial year 
marks the last opportunity to take an advantage of 
claiming upfront the full cost of the fixed assets you 
purchase and ready for use during the year. Feel free 
to contact our tax team to discuss this further. 

Review your financial situation

One of the best ways to really understand your 
options and what is right for you, is to work with a 
wealth management adviser. The personal wealth 
management  team at HLB are happy to talk you 
through your personal situation. 

They’ll be able to thoroughly review your finances, 
understand your goals and provide tailored 
recommendations about what will work best for you 
and your family.

DISCLAIMER
All material contained in this presentation is written in general terms and should be seen as broad guidance only. No material should be 
accepted as authoritative advice and any person wishing to act upon the material should first seek considered professional advice that will take 
into account the specific facts and circumstances. No responsibility is accepted or assumed for any action taken by anyone in reliance on the 
information in this presentation.

HLB Mann Judd firms are part of HLB International, the global and advisory accounting network.

Liability limited by a scheme approved under Professional Standards Legislation.
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