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Constantly re-weighting the asset mix according to changing market 
conditions provides the right tradeoff between performance and risk.

Not knowing what to do with a lump-sum payout from an unexpected 
redundancy with Telstra led Melbourne-based building contractor Gary Newman* to 
seek financial advice for the first time in 2005. Newman took up a new position as a 
building contractor with the Victoria state government. But given his age at the time 
(55), he also wanted advice on how to best position his finances so he could move into 
part-time employment and eventual retirement within the ensuing five years.

Based on the recommendation of a long-standing client, Newman approached 
Adelaide-based financial planner Brian Nash for advice. As a passive investor with a 
self managed super fund (SMSF) valued at $200,000 – comprising cash, a state 
government default fund and a few direct shares – Newman feared having insufficient 
funds to retire on.

A sum of $200,000 is typically regarded as too small to justify establishing a SMSF 
fund. But in 2003, Newman’s accountant had recommended opening one on the 
basis that a) funds would accelerate the closer he got to retirement, and b) the $1,600in 
annual fees was comparable to the amount he would incur in platform fees.

While Nash would like to have seen more assets within Newman’s SMSF fund, he 
concluded that it was a suitable platform on which to build his personalised 
investment plan and deliver stable returns.

However, we advised replacing the administration relationship with Gary’s 
accountant with a fixed-cost administration service, AET – which would become 
more cost-effective as the super balance grew,” says Nash.

With no dependents, the family home paid off, and little in the way of debt beyond 
lease payments on a $10,000 boat, Newman wanted his investments to deliver 
$40,000 in annual income once no longer working. An estimated $10,000 to 
$12,000 for a new car, an annual travel allowance of between $2,500 and $10,000 
also needed to be provided for – without taking into account either Newman’s 
salary or the part-time earnings of his wife, Jolene Newman.
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Reweighting assets
Following his initial consultations, Nash quickly concluded that 
what the Newmans needed to do was reweight their asset 
allocation in line with their risk profile.He expected 80 per cent 
of their returns to come from being in the right asset mix, 
regardless of fund manager and specialist stock picking.

The advantage, adds Nash, is the Newmans’ ability to measure a 
result that is not based against an index. And by measuring the 
downside, he says Newman stayed mindful of the expected 
negative impact to his portfolio. As a case in point, Nash says 
while the share market to early May was down around 20 per 
cent from its year-to-date high (at around 5,000 points), most of 
his clients’ portfolios are only off by around 3 per cent due to a 
higher component (around 50 per cent) being in cash.

Based on his modelling (on a modest 4 per cent return), Nash 
estimated that the Newmans would need to boost the value of 
their SMSF to around $500,000 if they were to get close to 
Newman’s stated $40,000 in annual retirement income 
(comprising investment income and draw-downs).

“Currently not factored into projected income, Jolene’s 
earnings are being regarded as surplus holiday funds if 
required,” advises Nash.

Based on Nash’s recommendations, Newman’s SMSF fund was 
immediately redesigned around a nominated return consistent at 
an annual return of 9 per cent, while downside exposure was 
limited to 3-4 per cent.

“What we wanted to do here was provide as much exposure to 
asset classes that, combined, would give up that 9 per cent (from 
income and growth),” explains Nash.

To deliver on this outcome meant 65 per cent of the Newmans’ 
portfolio needed to be skewed towards shares and property trusts 
and the remainder towards hybrids (20 per cent) and cash (15 
per cent). Adding to the SMSF fund was an off-market transfer 
of cash and shares of around $25,000.

active management
With the proceeds, Nash recommended actively managing a 
carefully selected basket of income bearing Australian blue-chip 
stocks – including Amcor, AMP, BHP, Telstra, Wesfarmers, 
AGL, Westfield, and Macquarie Office Trust – chosen for both 
capital growth upside and their fully franked dividends. Adding 
greater exposure to higher returns were a handful of hybrids and 
convertible notes – currently paying a premium above the cash 
rate of between 1-2 per cent, these included; Westpac First 
Trust (6.55 per cent fully franked), NAB Income Securities (5.8 
per cent unfranked) and Commonwealth Bank (PERLS III)float 
rate convertible preference shares (5.45 per cent fully franked).

Between 2007 and 2008, around 50 per cent of stocks were 
rotated as changing cyclical conditions warranted locking in 
more attractive interest rates, hence reducing the reliance on 
more volatile growth stocks. While it hasn’t been a significant 
issue in recent times, especially during the GFC, Nash says gains 
on stocks sold are offset using capital-loss harvesting.

Asset allocation within the portfolio is also updated quarterly 
subject to market movements. Recent modelling by Nash 
suggested shifting more cash from equities into fixed interest to 
deliver comparable returns, while reducing overall risk exposures.

As of 1 May 2010, asset allocation within Newman’s SMSF fund 
– comprised of direct shares (43.5 per cent), fixed interest (20.5 
per cent), cash (25.5 per cent) and property (10.5 per cent).

“While most clients are concerned about lower performance, 
they’re always more worried about losing money – so it’s 
important to continually minimise the downside,” says Nash. 
“In the last five years we’ve managed to grow the value of Gary’s 
SMSF by around 90 percent to $375,000.”

Meantime, Nash also recommended that in the lead-up to his 
eventual retirement, Newmans start salary-sacrificing as much as 
possible to maximise contributions and bring down their 
marginal tax rate to 15 per cent.

“In addition to the 9 percent in SGC contributions, Gary started 
salary- sacrificing an initial 10 percent in 2005. He has increased 
the amount annually while remaining within the maximum 
annual concessional contribution limit of $50,000 for people 
aged 50 and over,” says Nash.

PReseRving entitlements
Further investment strategy reviews were required early in 2008 
following Newman’s decision to accept an offer to leave work 
with the Victoria state government, which left him temporarily 
unemployed. Based on Nash’s recommendation, the voluntary 
departure payment (VDP)Newman received on exiting his job 
was placed directly into his SMSF fund.

Newman’s eligibility entitlements also needed to be preserved in 
the event that he needed to temporarily fall back on 
unemployment benefits while waiting to be offered ongoing 
part-time contract work. As a result, his funds remained in 
accumulation rather than being rolled into transition to 
retirement phase with an allocated pension.

“Protracted uncertainty within capital markets means it’s taken 
longer than expected to reach my stated $40,000 income into 
retirement,” explains Newman. “Meanwhile, I’m happy to keep 
working indefinitely, and in so doing will remain in accumulation 
phase as long as possible.”

And even with Newman’s wife working part-time, Nash still 
managed to claim over 90 per cent of his Centrelink entitlements 
while he was looking for work. 

“As the family’s primary breadwinner with no other outside 
income, Gary was able to qualify for unemployment benefit, 
and this prevented him from having to prematurely dip into his 
super funds,” says Nash.

It was equally important, adds Newman, to keep the Centrelink door 
open in case part-time work dried up before stated retirement targets 
are met. Had it not been for Nash’s guidance, he says he would 
never have known he was able to qualify for Centrelink entitlements.

“Nor would I have known how to maintain this entitlement by 
keeping my investments in accumulation phase as long as 
possible or necessary,” Newman says.

Having since accepted part-time contract work, his SMSF – 
currently valued at around $375,000 – will remain in accumulation 
phase until the $500,000 target is reached and he can cease 
working entirely. On a growth trajectory of 4 per cent, Newman’s 
investment portfolio is on target to deliver an eventual annual 
return of $25,000 – based a notional 5 per cent distribution as 
income – plus $15,000 in draw-downs until age 85.
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staying the couRse
Going forward, Nash says it’s important to maintain an asset mix 
relative to the income requirements and risk appetite. He says it’s 
important to revisit a client’s investment portfolio regularly, together 
with personal goals – which can and do change – to assess asset 
holdings and make adjustments to compensate for market volatility.

“By constantly assessing Gary’s goals and modelling outcomes 
we have kept him on track to reach his target portfolio value of 
$500,000 – at which point he can either reduce working hours 
or retire permanently,” says Nash.

In hindsight, Newman believes Nash’s guidance through a 
turbulent financial market was particularly comforting in 
understanding and correctly assessing risk. He says weekly advice 
relating to the sale and purchase of shares is where Nash has and 
continues to add most value.

Nash’s input on when to buy into interest bearing deposits, 
adds Newman, has been equally instrumental in delivering on 
stated outcomes.

“Even though Brian is based interstate, I know I can contact him 
anytime, and that two or three face-to-face meetings will be 
followed up with constant reviews to manage risk against 
prevailing market conditions,” Newmans says.

“Compared with what others are paying for a similar service, I 
believe Brian’s 1.1 per cent annual fee is good value for money.”

advice stRuctuRe
In addition to a financial plan fee of $1,700, client fees range 
from a capped $10,300 to $1,820 based on complexity of advice, 
size of funds under advice, and the level of underlying risk 
required to meet stated financial goals. While trailing 
commissions are a rarity, they are rebated against fees wherever 
possible. Much of Nash’s advice structure is based on the unique 
modelling software he commissioned in the 1980s for monitoring 
risk and asset allocation. This modelling system allows clients to 
see when their investments are rising and to maintain or buy 
more of them. At the same time, the system also alerts clients to 
any investments that are falling, and indicates when that sector 
of their portfolio should be brought to cash.

“The entire modelling process is based on measuring the risk 
against the 10-year bond which is the risk-free rate of return. 
For us to deviate to gain a higher rate of return, we need to be 
able to measure risk versus reward,” says Nash. l

 Net worth 2005 Net worth today 

Assets

Family home: $250,000 $375,000

Boat:  $10,000  $10,000

SMSF

Cash: $145,000 $90,000

Other Asset Classes: $55,000 $285,000

Super

Joelen (Vic super) $55,000 $280,000

Asset growth mix: 65-70 per cent

note
* Pseudonyms used to protect client anonymity
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