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A GUIDE TO LONG-TERM WEALTH
CREATION AMID RISING UNCERTAINTY

As investors navigate increased market volatility in 2025, uncertainty
seems to be the only certainty. From an Australian election to Donald
Trump’s ever-changing tariffs and policies, which are shaking markets
and escalating geopolitical tensions, investors are nervous.

The All Ordinaries Index dropped around 4.3 per cent in calendar year
2025 to March 11, contributing to investors’ sense of insecurity. In the
US, equity markets have also dropped, led by technology shares.

It is important for investors to remember that it is share market
volatility that creates opportunities for capital growth.

Heightened concerns about US trade tariffs and the threat of a global
trade war have pushed some investors to start selling out of equities,

or to pile into gold and government bonds on concerns about weaker
economic growth and potential stagflation.

All of this leads to uncertainty, and investors don’t like uncertainty.

However, amid this heightened market volatility, there is opportunity.
Share prices are now a lot cheaper, which is a good basis for building
long-term wealth. In addition, interest rates are beginning to fall and
the trimmed inflation figure is dropping back to within the Reserve
Bank of Australia’s target band of 2 to 3 per cent.

This will help take some sting out of mortgage repayments and leave
more cash for other things such as investing or buying goods.

It is important for investors to remember that it is share market
volatility that creates opportunities for capital growth. It is always a
good idea to reflect on investment goals and preferences to make
sure you are comfortable with the approach you are taking.

(CONTINUES PAGE 2)
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Remember that it is time in the market, not market
timing, that drives wealth gains.

Select the appropriate asset sectors and allocate
broadly. This could involve diversifying across
Australian shares, international equities, property,
infrastructure, high-yield debt, or fixed-interest
investments. Each asset class carries its own risk
and return profile, and the ideal mix will depend
on individual circumstances, risk tolerance, and
investment timeframe.

Diversification is a cornerstone of sound investment
strategy. Diversifying across different asset classes
helps to mitigate risk and improve the overall stability
of a portfolio.

Question the temptation of alternative investment
opportunities. They may lack the transparency of
exchange-traded funds, traditional managed funds
and fixed-interest instruments such as publicly traded
bonds. Before investing in alternative asset classes,
check you have a clear understanding of what is being
invested in before committing capital.

Liquidity is another critical factor that is often
overlooked until it is needed. Nobody anticipates
redemption problems until they find their investments
locked. Therefore, exercise caution when allocating
funds to illiquid investments such as residential
property, which is one of the most illiquid of
investments, yet still very popular among Australians,
accounting for close to 70 per cent of household
wealth.

Accessibility to assets is another vital consideration.
While contributing to superannuation can be tax-
effective, it may not be the most suitable option for
everyone, such as a 40-year-old where the prospect of
locking away funds for another 25 years may not align
with their financial goals or needs.

While tax should not dictate investment decisions,
it is essential to be aware of the tax implications of
investments. Be prepared to pay tax on profits, but
also take steps to structure wealth in a way that
minimises the tax burden.

For business owners, it is particularly important to
avoid tying all their wealth to the fortunes of the
business. Aim to build wealth independently outside of
the business through superannuation, for example.
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Be careful about debt as well. As interest rates decline,
borrowing to invest may become more appealing.
However, remember that while leveraging can magnify
potential gains, it can also amplify losses. A significant
share market downturn can devastate a leveraged
share portfolio, potentially leading to margin calls.

As an investor, plan ahead and have cash on hand

to take advantage of the opportunities that are
emerging as share prices fall, understanding that
there will be fluctuations along the way. Investing

for longer periods provides the flexibility to ride out
market downturns and benefit from long-term growth.
Building wealth requires consistently setting aside
funds for investment and allocating those funds to
prudent investment vehicles.

So, while share market uncertainty may be unsettling,
it also presents opportunities for long-term wealth
creation. By focusing on the fundamentals of
diversified asset allocation, liquidity, tax efficiency,
diversification and taking a long-term perspective,
investors can navigate these uncertain times.

It is almost impossible to time the market over either
the short term or over the long term, so investors are
usually best off buying and holding their position over
the long term and building a well-diversified portfolio.

Michael Hutton has a bimonthly opinion piece in the Australian
Financial Review. This article first appeared as part of this series on
27 March 2025.

Michael Hutton is a director of HLB Mann Judd Wealth Management
(NSW) Pty Ltd (AFSL 526052) ABN 65106 772 696
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BUILDING INVESTMENT PORTFOLIOS IN RETIREMENT

With people living longer, the number of years
Australians spend in retirement is increasing. As a
result, superannuation investment portfolios need

to last longer and meet income needs throughout a
retiree’s lifetime. For many there is also a strong desire
to protect their capital and leave a financial legacy for
the next generation.

Setting a solid investment strategy is a crucial part of
retirement planning and can help investors achieve the
goal of sustaining their lifestyle throughout retirement
and preserving family wealth if they wish.

Quality long-term investment portfolios should have
an appropriate asset allocation based on investment
objectives. This starts with understanding risk
tolerance, which is the level of risk an investor is willing
to accept to achieve their desired return. To determine
the acceptable level of risk, consider; the investment
timeframe, how you feel about market volatility and
expected annual drawings.

Investing in equities (which are higher on the risk
scale) requires an investment timeframe of five years
or more, to allow the portfolio to ride out market
volatility. A timeframe of five years or less requires a
more conservative approach, with a larger allocation
to defensive assets, which are typically lower on the
risk scale.

Expected annual drawings are an important factor in
constructing a portfolio. For instance, if 5% is expected
to be withdrawn each year for the next 20 to 30 years
the portfolio needs to generate an average long-term
return 7% to 8% per annum (assuming long-term
inflation runs at 2% to 3% per annum) where the aim is
to preserve the capital invested.

Achieving a higher return would require a larger
allocation to growth assets than defensive assets.

As an example, Balanced portfolios, which typically
have an allocation of 60% to growth assets (equities,
property, infrastructure etc) and 40% to defensive
assets (term deposits, bonds, cash etc) produced an
average return of 6.8% per annum over the 20 years to
the end of 2024.

Diversification across asset classes is important as

it can lower the risk of investing. Focusing on one
investment category is risky and can make portfolios
more susceptible to market downturns. It's important
to have an allocation to assets that are negatively
correlated, that is, their returns move in opposite
directions.

For example, retirees often have a large allocation to
Australian equities, in particular blue-chip stocks, due
to the attractive dividend yield and franking credits.
Broadening out a portfolio to include exposure to
other asset classes like international equities, global
infrastructure, listed property, or fixed interest would
reduce the reliance on one particular asset class,
lowering investment risk and smoothing out returns.

Using managed funds or exchange traded funds
(ETF’s) is also a good way to diversify within an asset
class.

During retirement, investment portfolios should have
sufficient liquidity to meet cashflow needs. This means
having an allocation to high vield investments that
pay a regular income to replenish cash as well as
having daily priced investments that can be sold down
quickly if needed. Portfolios with large allocations to
illiquid assets such as residential property or unlisted
assets may impact cashflow and limit the ability to
meet living costs on a regular basis.

While residential property can provide attractive
capital growth over the long-term, the rental vield is
typically low and it’'s not possible to sell down portions
to provide cashflow. While this may be ok during
wealth building years where employment or business
income is meeting living costs it can create cashflow
problems in retirement.

In retirement, investment portfolios should reflect the
objectives of the investor, be appropriately diversified,
and have sufficient liquidity to meet income needs.

Lindzi Caputo is a financial adviser of HLB Mann Judd Wealth
Management (NSW) Pty Ltd (AFSL 526052) ABN 65 106 772 696
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END OF FINANCIAL YEAR CHECKLIST - SUPERANNUATION EDITION

The end of each financial year highlights an
opportunity to review your financial position and make
the most of available tax opportunities before 30 June.
Navigating the rules and limits around superannuation
can be complex, so staying informed and proactive is
essential.

Maximise deductible contributions

For many Australians, one of the largest tax
deductions available are concessional super
contributions. Money invested into superannuation

in this manner is taxed at 15% going into the fund,

but you, the member, will receive an equivalent tax
deduction at your marginal tax rate. So, if you're in the
47% tax bracket for example, this represents a 32%
tax saving. The limit on concessional contributions is
$30,000 for the 2024/25 financial year and includes:

*  Contributions made by your employer like
compulsory super guarantee (SG), salary
sacrificed amounts & other before-tax amounts
such as insurance premiums.

*  Personal super contributions that you make and
then claim as a personal tax deduction.

* Notional taxed contributions if you are a member
of a defined benefit fund.

In order to claim the associated tax deduction for
personal super contributions, you must submit a
‘Notice of intent to claim or vary a deduction for
personal super contributions’ form and receive an
acknowledgement from the fund. This must be done
before you lodge your 2025 tax return or before 30
June 2026 if you haven’t yet lodged.

Consider carried-forward concessional contributions

For Australians with a super balance under $500,000,
the ability to carry forward unused concessional
contribution cap amounts from prior years may be

a way to contribute and claim a deduction in excess

of the $30,000 annual limit. Unused cap amounts
are available for 5 years before they expire. So, any
remaining concessional cap from the 2019-2020
financial year will expire if not used by 30 June 2025.

Again, some tax planning is required here as you
want to ensure your taxable income is high enough
to warrant the deduction. This may be beneficial for
those who have sold investment properties or assets
during the year and have incurred large capital gains.

Maximise non-concessional contributions

Investing after-tax money into superannuation can

be a great way to invest spare cash and build your
super balance in the lead-up to retirement. Although
tax deductions aren’t attached to non-concessional
contributions, investing money in the low tax
superannuation environment at 0%-15% is still very
attractive compared to marginal tax rates. The limit
on non-concessional contributions is $120,000 for the
2024/25 financial year.

Provision to bring forward non-concessional
contributions

There is also a provision to bring forward 3-years’
worth of non-concessional contribution cap amounts,
effectively allowing members to contribute up to
$360,000 in the 2024/25 financial year. This can be
beneficial for those who have a large amount of cash
to invest, perhaps from an inheritance or business sale,
or those who are approaching retirement age and are
looking to build up their superannuation balances from
existing wealth in other structures.

Under existing legislation, contribution caps will
not be indexed from 1 July 2025. However, the Total
Superannuation Balance threshold will be indexed
from $1.9m to $2m. This provides an opportunity
for superannuation fund members to increase their
balances via non-concessional contributions, as
outlined below:

UNTIL 30 JUNE 2025 AFTER 1 JULY 2025

TOTAL SUPERANNUATION
BALANCE (TSB)

CONTRIBUTION AND BRING
FORWARD AVAILABLE

TOTAL SUPERANNUATION
BALANCE (TSB)

CONTRIBUTION AND BRING
FORWARD AVAILABLE

Less than $1.66m $360,000 Less than $1.7m $360,000
$1.66m < $1.78m $240,000 $1.76m < $1.88m $240,000
$1.78m < $1.9m $120,000 $1.88m < $2m $120,000
ABOVE $1.9m NIL ABOVE $2m NIL

*There may be tax implications of exceeding contribution caps and other impacts (such as work test requirements, accessibility, or increased Division 293

tax for high income earners), so it’s best to speak to your financial adviser or accountant prior to making any contributions.

PERSONAL WEALTH ADVISER MANAGING YOUR PERSONAL FINANCES




Delay starting a pension until 1 July 2025

It has also been legislated that the general transfer
balance cap will be indexed from $1.9m to $2m
effective 1 July 2025. This means people looking to
start a superannuation pension would be wise to wait
until T July to make use of the increased threshold.

Once a superannuation pension is commenced, your
personal pension threshold is the legislated cap at
the time, regardless of the amount you start with. So,
commencing a pension from 1 July when the cap is
higher allows members to invest more in the tax-free
pension environment over their lifetime.

Ensure your minimum pension has been paid

For those already in pension mode, it is essential your
minimum pension requirements have been met before
30 June 2025. The minimum amount that must be
withdrawn is a percentage of your pension balance on
1 July 2024, based on your age at 1 July 2024:

AGE STANDARD MINIMUM AGE-BASED
PERCENTAGE
Under 65 4%
65-74 5%
75-79 6%
80-84 7%
85-89 9%
90-94 1%
95+ 14%

Failure to withdraw your minimum pension may result
in your account reverting back to ‘superannuation
mode’ for the 2025 financial year, incurring 15% tax on
investment earnings.

Update on $3m super tax

The bill to impose an additional 15% tax on super
balances over $3m, known as Division 296 tax,
continues to face steep resistance. It was passed by
the House of Representatives but has since lapsed

in the Senate, with the focus now very much on the
upcoming federal election. The proposed 30% tax on
earnings would only apply to balances above $3m,
but the real issue is the government’s proposal to tax
unrealised gains at 30% as well. If passed, this would
be the only structure in Australia that taxes unrealised
gains.

SUPERANNUATION
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A ‘wait & see’ approach should be taken here and
investors should not pre-emptively withdraw money
from superannuation at this stage.

Speak to us

To ensure you maximise your position in the lead up to
30 June 2025, consider the items above and speak to
your financial adviser or tax accountant.

Emma Hicks is a financial adviser of HLB Mann Judd Wealth
Management (NSW) Pty Ltd (AFSL 526052) ABN 65 106 772 696
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UNLOCKING THE FIRST HOME SUPER SAVER (FHSS) SCHEME:

A WAY TO GET YOUR FOOT IN THE DOOR

Saving for a first home deposit is one of the biggest
financial hurdles for Australians. The First Home Super
Saver (FHSS) scheme offers a tax-effective way to
build your deposit using the superannuation system—
helping you potentially enter the property market
sooner.

What is the FHSS Scheme?

The FHSS scheme allows eligible first-home

buyers to make voluntary contributions to their
superannuation—either concessional (before-tax) or
non-concessional (after-tax)—and withdraw those
contributions (plus deemed earnings) to purchase
their first home.

The most tax-effective strategy is to make voluntary
concessional contributions which are taxed at just 15%
within super, instead of at your marginal tax rate.

These can be arranged through salary sacrifice with
your employer or made as a personal contribution at

year-end, with a corresponding tax deduction claimed.

Eligibility
To use the FHSS scheme:
*  You must be at least 18 years old.

*  You must have never owned property in Australia,
including residential, investment, or vacant land
(exceptions may apply in cases of financial
hardship).

*  You must intend to live in the home for at least six
months within the first 12 months of ownership.

How much can you save?

You can contribute up to $15,000 per financial year,
capped at a lifetime limit of $50,000. This cap is per
individual, so a couple could combine up to $100,000
in FHSS contributions.

Once inside super, the money is locked away until
released through the scheme—effectively acting as
forced savings. You should only contribute what you
can afford beyond emergency savings.

What can you withdraw?
When you're ready to buy, you can withdraw:

«  85% of your concessional contributions (after
allowing for 15% contributions tax),

¢ Plus associated earnings, based on a formula set
by the ATO (currently 717% per annum, not linked
to your actual super fund performance).

* Less tax withheld at your marginal tax rate, less a
30% FHSS tax offset.

Example

Let’'s say you make $50,000 of voluntary concessional
contributions for four years:

* Year 1. $15,000
* VYear 2: $15,000
* Year 3: $15,000
« Year 4: $5,000

These are taxed at 15% when they enter your super,
leaving $42,500 (i.e. 85% of $50,000) available for
withdrawal plus deemed earnings less tax.

Keep in mind: to avoid Lenders Mortgage Insurance
(LMD, most lenders require a 20% deposit unless
you're eligible for the Home Guarantee Scheme. Some
lenders also waive LMI for professionals in medicine,
law, and accounting—so it's worth speaking with a
mortgage broker to explore your options.

You may also be able to combine the FHSS with other
schemes such as the First Home Buyer Assistance
Scheme or the First Home Owner Grant, increasing
your total deposit available.

Using the FHSS Scheme

1. Request an FHSS Determination: Before signing
a contract, apply via the ATO to determine your
available withdrawal amount.

2. Apply for Release: Once approved, funds are
released within 15 to 25 business days.

3. Timing: You must sign a contract to buy or build
within 12 months of receiving funds, or you
may need to return the funds to super or pay
additional tax.

PERSONAL WEALTH ADVISER MANAGING YOUR PERSONAL FINANCES



Other important considerations

e Super Fund Participation: Not all super funds
support the FHSS scheme, so check with your
provider before making contributions.

* Impact on Benefits: Your assessable income may
temporarily increase in the year of withdrawal,
which could affect eligibility for certain
government benefits.

* Land Restrictions: The FHSS can’t be used for
vacant land unless the purchase contract includes
construction—and you must not already own the
land at the time of applying.

Is it right for you?

If you're a disciplined saver planning to buy in the next
few years, the FHSS scheme can help you grow your
deposit faster while reducing your taxable income.

Speak with your financial adviser or super fund

to ensure you understand the eligibility criteria,
contribution limits, and timing. With careful planning,
the FHSS could be the key to unlocking your first
home sooner than expected.

Prue Cheeseman-Goodes is a financial adviser of HLB Mann Judd
Wealth Management (NSW) Pty Ltd (AFSL 526052)
ABN 65106 772 696

This article contains general advice which does not consider
your particular circumstances. You should seek advice

from HLB Mann Judd Wealth Management (NSW) who can
consider if the strategies and products are right for you.

PERSONAL WEALTH
MANAGEMENT
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THE CURRENT MARKET VOLATILITY IS A LESSON IN PATIENCE

High levels of volatility have returned to share markets
this year in response to negative sentiment around
the likely impact of President Trump’s tariff policies

on both the US and the global economies, with many
market observers now predicting recession.

While the short-term impact of Donald Trump’s
economic policies is ungquestionably negative, so
too is reacting to market movements and selling
shares or changing portfolios. The events of the
last few months have, if anything, strengthened this
conviction. It is essential that investors stick to their
plan because if they sell shares now and reconfigure
their superannuation asset allocation, they could be
locking in losses.

The Australian share market has dropped around 8.6
per cent from mid February. In the US, equity markets
are down, led by technology shares, with the Nasdaqg
Composite Index dropping 18.7 per cent from 19th
February to date and the S&P 500 is down 16% over
the same period.

It has been a sharp turnaround from 2024 - when
Donald Trump was elected in November, the
widespread belief was that his business-friendly
policies would be good for corporate America and
the share market. Prices rose strongly after Trump’s
election, but that positivity has rapidly turned to fear
as markets have begun to contemplate the real risk
that the tariffs and large layoffs of public sector staff
may lead to a US and global recession.

Now, many investors are selling shares and moving
to cash or buying up gold, the price of which has
shot higher in 2025 to several record highs around
US$3500/ounce. Investors have also been selling US
assets once considered safe, including US Treasuries
and even the US dollar, as well as shares.

In such wild times, it is important for investors to

stay the course. If you have a portfolio mix for your
retirement nest egg that you agreed to with your
financial adviser when you were in a calm and rational
state, then now is unlikely to be a good time to change
that mix. In these days, don’t read too much news,
because it is all bad, with headlines screaming market
devastation and historical drops.

The important point we make to our clients is to
stick to their plan. A buy-and-hold strategy of
investing in the S&P/ASX 200 will inevitably provide
superior returns than staying in cash over the

long term. Indeed, by staying invested in the share
market, investors can capture all of the top trading
days which often come after the worst days. Share

market investing success is achieved through time
in the market, not timing the market to make share
purchases or sales.

There has been a lot of research which shows that
timing the market is almost impossible to achieve,
given that good and bad trading days fall so closely
together. For example, a recent study by JP Morgan
reported that over the past two decades, six of the
seven best share market days in the US (using the S&P
500 index) happened immediately after the worst day.
Investors would have been wiser to stick with their
strategy of making investment decisions based on
long-term return expectations rather than reacting to
short-term market movements.

For our own clients, we have positioned portfolios to
be well under-weight to the US equity market, and in
particular large cap US shares, having held the view
for some time now that the US share market was
overvalued.

It is also very important to invest according to your
tolerance of financial risk so you can sleep well at
night, irrespective of what Donald Trump is saying
or doing. Generally most investors are seeking a
rate of return that will cover their financial needs,

for retirees this may be 7% p.a. to cover their 5%
pension withdrawal and 2% for the long term impact
of inflation. It is clear that a portfolio aiming to
achieve 7% p.a. is going to need a mix of both shares
and fixed interest. The important part is to ensure
there is sufficient cash and fixed interest investments
that allow you to continue to withdraw your pension
requirements without having to sell shares at
depressed prices.

Another way to insure against uncertainty or market
shocks is to try and save a bigger nest egg, or to work
part-time after you retire, so you can keep on earning
income. If we go through another financial crisis

that lasts three years or even longer, and investment
returns are limited for a long time, you would still

be earning an income. This can deliver additional
certainty that you can achieve the lifestyle that you
want in retirement even when markets aren’t rising.
Similarly, building a bigger capital base can be a very
effective form of insurance against the significant
economic uncertainty we are seeing.

Jonathan Philpot is a director of HLB Mann Judd
Wealth Management (NSW) Pty Ltd (AFSL 526052)
ABN 65106 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.
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