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Welcome to 2019. I hope you had a wonderful
Christmas and New Year break and had !me to
catch up with family and friends.
Firstly, I must apologise for the lateness of this
newsle"er but as all of our local clients would
know we have experienced a major natural
disaster in late January/ early February. With
over 1.3 metres of rain falling in just 12 days and
our oﬃce having to be closed temporarily, we
have been struggling to complete our December
Por$olio Reviews and everything else had to be
placed on the back burner.
Our thoughts are with those many poor people
who have suﬀered serious damage to their
homes and businesses. All of us here at FINPAC
hope you and your families are now star!ng to
get your lives back into some form of normalcy.
A big thank you must go to the emergency
services and the Army personnel for all their
rescue and clean-up eﬀorts. These guys have
worked !relessly throughout a big couple of
weeks and in par!cular that Sunday night when
so many people had to be saved from possible
drowning by boats and high-clearance military
vehicles.

Summer 2019

A thank you must also go out to those southern
and overseas FINPAC clients who phoned to
enquire about our wellbeing. We might only be
a small ﬁrm based in Townsville, but we have
so many caring long-term clients based far and
wide.
In this Outlook, I provide on the next page my
thoughts on the economic condi!ons as they
occurred in 2018 and my thoughts for the near
future.
Tony Muller of FINPAC Insurance Advisors gives
an update on the standard deﬁni!on for ﬂood
on home and contents policies. He also explains
the importance of life insurance cover, including
the types of cover available and how much you
may need.
Remember if you have any ques!ons please
contact the relevant advisor listed below.
Alterna!vely, if you have any feedback on our
updates or ar!cles you would like covered please
give me a call or send an email to
gricks@ﬁnpac.com.au.

FINPAC Insurance Advisors Pty Ltd
ph 07 4771 5600
p o box 2362, townsville qld 4810

Andrew R Gricks
Managing Director

Tony Muller
Julie Ramage

AFSL 237820 ABN 74 010 494 489

Life, Trauma & Income Insurance
Life, Trauma & Income Insurance

FINPAC Financial Advisors
FINPAC Financial Advisors Pty Ltd

Karen Giannopoulos - Commercial Insurance

ph 07 4772 5655
p o box 1577,townsville qld 4810

Danielle Turner - Claims
Alison Barton - Personal Lines
Michael Giannopoulos - Commercial Rural

the ﬁnpac group

Andrew Gricks
Tony Muller
Nikki Taylor
Tricia Gricks

Managing Director
Personal Wealth Advisor
Personal Wealth Advisor
Client Rela!onship Manager

316 sturt street, townsville qld 4810

w e alth cr e atio n
december quarterly market report
Another year over and !me to reﬂect.
2018 saw the US experiencing its worst sharemarket year in a decade. Their major indices have lost between 16% and
26% and December was the worst since the Great Depression in 1931.
The major factors inﬂuencing the market would however likely dissolve in the coming months. These factors are the
US-China trade war and the government shutdown. We believe that both problems will be sorted by President Trump
because if they con!nue too long, they will aﬀect his elec!on chance in 2020.
The US economy has been growing since 2009 and it should con!nue albeit at a slower pace. As stated, the major nearterm problems will be trade disputes with China together with the slowing economies in Europe and China.
Chinese exports fell 4.4% in December compared to market expecta!on of a rise of 5.4%. Trade tensions with the USA
are hur!ng China, the world’s largest exporter. Fortunately, the Chinese government recently has shown its willingness
to open its economy by cu$ng tariﬀs and trea!ng foreign companies like local companies.
It has been a challenging year in Australia also with markets performing strongly over ﬁve months (April 3.5% and June
2.7%) but poorly over the remaining months (October -6.5% and March -4.1%). Overall 2018 was down around 7%, the
worst year since 2011. This has le& investors thinking what 2019 will bring. Should investors switch their por'olios to
cash un!l condi!ons improve?
Between Christmas and New Year US share soured around 7% and local shares by around 3%. So, does this indicate we
have seen the bo*om? It is too early to say but we do not believe we are heading into a deep bear market some!me
soon.
We have observed many !mes in the past that when markets eventually turn around the greatest gains are o&en
immediately following the rebound. History has also shown that it is quite common for share markets to have four
nega!ve years each decade. Always remember you do not make a loss unless you sell and conver!ng to cash is just
that.
Australian property valua!ons haven’t escaped bad news either. According to Core Logic na!onal residen!al property
values fell 4.8% in 2018. Sydney (-8.9%) and Melbourne (-7.0%) saw the biggest falls. Perth and Darwin have been the
big losers with drops of 15.6% and 24.5% since their respec!ve peaks. Falling house prices always mean tougher !mes
for retailers.
ANZ and AMP both predict that property will fall around 20% from its peak to the bo*om which means that it s!ll has
a fair way to fall. This begs the ques!on, is it be*er to rent than buy? This is a story for another day.
A&er last year, investors may be confused and looking for answers. We believe vola!lity will likely con!nue for a
while yet, but no global recession is expected, and markets should bo*om some!me in the ﬁrst half of 2019. In the
mean!me, investors should con!nue with their diversiﬁed por'olios and not panic even when ﬁnancial journalists
peddle doom and gloom stories.
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an d p r e s e r v atio n
franking credits update
What is it with Bill Shorten and Labor wan"ng to pick a
ﬁght with re"rees? They are presently saying they intend
to eliminate the refund of excess franking credits which
will mean a loss of income to many re"red couples.
As the situa"on now stands, companies pay tax on proﬁts
and can then pay the a$er-tax income to shareholders as
dividends. The shareholders then pay tax on the grossedup dividend & claim back the franking credit (company
tax paid). This eliminates the double taxa"on that used to
occur before the current dividend imputa"on system was
introduced by Treasurer Paul Kea"ng in the 1980’s.
In 2000, the then Prime Minister, John Howard so$ened
the rules regarding dividend imputa"on so that excess
franking credits were paid to shareholders as a cash
refund.

Should Labor win the next federal elec"on and introduce
the above changes then re"rees with limited capital
could be worse oﬀ. There are many self-funded re"rees
in Australia whose only investments, apart from their
superannua"on, are small holdings of shares in Australian
companies and they rely for income the dividends and the
cash refund of franking credits.
Should this occur we will be seriously considering reweigh"ng certain por'olios to include more interna"onal
investments at the expense of Australian investments.
Unfortunately, the changes will not stop with dividend
imputa"on. A future Labor government is proposing
changes to nega"ve gearing on all new investments
except housing and also how tax on capital gains of new
investments is calculated.

Reports by Andrew Gricks and Nikki Taylor, Representa"ves of FINPAC Financial Advisors PTY LTD (Australian Financial Services Licence 237820). This bulle"n contains general informa"on only and has been prepared without taking into account your individual
ﬁnancial needs, circumstances and objec"ves. Reliance is not to be placed upon this material, and you should assess your own ﬁnancial situa"on before making an investment decision based on it. You may wish to consult your advisor. Any representa"on or
statement made or implied in this material whether by way of opinion or advice or otherwise, is made in good faith, but on the basis that FINPAC FINANCIAL ADVISORS shall not be liable to any person in respect of such representa"on or statement whether by
reason of negligence, lack of care, or otherwise save where liability cannot be excluded pursuant to law.

ICA releases claims update for Townsville catastrophe
The catastrophic ﬂoods that swept across Townsville has
resulted in 21,515 claims as at February 24, with the
es!mated insurance losses of $887 million, according
to the Insurance Council of Australia’s latest ﬁgures. This
represents 19,614 residen"al claims and 1,901 commercial
claims.
To assist ﬂood-impacted Townsville householders and
business owners with their insurance claims, ICA will be
hos"ng two forums, one on February 25 and the other on
March 25.

The events will cover key aspects of the recovery process
for policyholders, including claims management and
rebuilding process, and will provide par"cipants the
opportunity to talk face to face with insurance company
representa"ves and ICA disaster-recovery experts.
Registra"on is essen"al. To register, visit
www.disasters.org.au/fnq-forums or call 1800 734 621.

standard deﬁni!on for ﬂood - home and contents policies
Home and Contents policies now include the insurance
industry’s standard deﬁni!on of ﬂood.
The current deﬁni"on is the covering of normally dry land
by water that has escaped or been released from normal
conﬁnes, any lake, or any river, creek or other natural
watercourse, whether or not altered or modiﬁed; or any
reservoir, canal, or dam.
The damage caused by water released from a dam is
covered, provided ﬂood cover is included in a person’s
home insurance policy.

the ﬁnpac group

This standard deﬁni"on of ﬂood was introduced by the
federal government in 2012, following the damaging
2010-11 Queensland ﬂoods.
Insurers were given two years to include this deﬁni"on in
their home and contents policies.
Flood cover must be selected on Business Insurance
policies with each risk being individually assessed.
If you are unsure as to the status of your policies with
regards to ﬂood cover please contact your FINPAC
Insurance advisor to discuss.
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life insurance - how does it work?
Life is full of uncertain!es that are beyond our control. However,
with the right life insurance cover, you can be certain that your
family will be alright should some grave circumstances (such as
death, disability or illness) befall you or your family.

Switching Life Insurance Cover

Types of Life Insurance
Life Cover is paid out to the beneﬁciaries listed on your policy
when you die. They receive a set amount of money.

Level of cover – will the level of cover that you will receive
remain the same and will it cover your needs? For example, will
your new insurer cover pre-exis!ng condi!ons that your current
insurer covers?

Total and Permanent Disability (TPD) Cover is o"en included
in life cover. It pays out a lump sum ﬁgure, which will assist in
covering living costs and rehabilita!on costs, if you are faced
with total and permanent disability.

Wai!ng periods – will your new insurer apply certain wai!ng
periods for diﬀerent types of beneﬁts?

Trauma Cover provides cover when you are diagnosed with
certain illnesses and injuries, including those that cause major
changes to your life.

It is always advisable to compare diﬀerent policies based on the
level of cover that each provides, what they exclude and their
value. When switching insurers, it is important to maintain your
exis!ng cover whilst your new policy is being put in place so
that you remain covered.

Income Protec!on compensates you for income you may have
lost because of your inability to work resul!ng from injury and
sickness.

Stepped and Level Premiums – What Are They?

Even a"er arranging your cover, it is cri!cal to constantly review
your cover in light of your needs, especially in the case of life
changes.

The decision to switch your cover should not be based solely
on the diﬀerence in the premium. There are many factors to be
considered:

As you age, your likelihood to make a claim increases and so do
insurance premiums.
In the case of life cover, total and permanent disability cover, or
trauma cover, it is possible for you to choose either stepped or
level premiums.

Level of Insurance - How Much Do I Need?
This is a cri!cal ques!on that is best answered by assessing
what you can aﬀord and what you may need to priori!se, which
may some!mes result in reaching a compromise between your
wants and aﬀordability.
The following are important aspects to consider:
How much money would your family need to have if you were
to die or if you became a person with a permanent or temporary
disability? Consider how much money you may have available,
for example in shares, superannua!on and savings.
How much money would your dependents need if the worstcase scenario came to pass? Consider costs such as childcare,
educa!on and any debts.

The diﬀerence between stepped and level premiums:
Stepped premiums - as you get older, your insurance premium
may be cheaper in the beginning, but increases year by year.
Before selec!ng this op!on, it is recommended that you assess
whether you can aﬀord the premiums or not. It is advised that
you carefully consider what the premiums may be over the
next 5 years, or for the dura!on that you intend to hold the
premium.
Level premiums - age is not a major factor for level premiums.
However, level premiums are generally known to be pricier than
a stepped premium in the beginning and may increase over !me
due to changes to insurer’s fees or adjustments to inﬂa!on.
Level premiums may be ideal for you if your goal is to control
your costs over !me. Despite being higher in the beginning,
they end up being much cheaper than stepped premiums when
you are older. Thus level premiums turn out to be cheaper if you
are hoping to hold the insurance for a longer period of !me.
Contact your FINPAC Insurance Advisor for more informa!on or
to discuss your exis!ng policies.

Report by Anthony W Muller, Director & Representa!ve of FINPAC Insurance Advisors PTY LTD (Australian Financial Services Licence 252590). This bulle!n contains general informa!on only and has been prepared without taking into account your individual
ﬁnancial needs, circumstances and objec!ves. Reliance is not to be placed upon this material, and you should assess your own ﬁnancial situa!on before making an investment decision based on it. You may wish to consult your advisor. Any representa!on or
statement made or implied in this material whether by way of opinion or advice or otherwise, is made in good faith, but on the basis that FINPAC Insurance Advisors shall not be liable to any person in respect of such representa!on or statement whether by
reason of negligence, lack of care, or otherwise save where liability cannot be excluded pursuant to law.
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