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PERSONAL FINANCE

It•snotwhat
youearn, it•s
whatsticks

Noel
Whittaker

And the way to make your money stick …
and work for you … is steady, long-term,
quality investment, ignoring panics.

Noel Whittaker is a co-
founder of Whittaker
Macnaught Pty Ltd. His
advice is general in nature
and readers should seek their
own professional advice
before making any financial
decisions. His email is
noelwhit@gmail.com

VETERAN: Don
Gimbel, of Carret
& Co, New York,
looks for
opportunities
that reward the
investor and the
market.

WELCOME to another new
year.

2011 was certainly full of
challenges, with stock
markets exhibiting extreme
volatility, property prices in
Australia falling and the mess
in Europe looking worse by
the day.

Now, the big question is,
••What can we expect in the
coming year?••.

I don•t have the gift of
prophecy, but I do think it is
appropriate to ponder the
words of veteran fund
manager Don Gimbel of
Carret & Co, New York, as
expressed in his December
newsletter.

••September•s concerns
turned into October•s
optimism only to be followed
by November•s reality that
nothing much had changed,••
Gimbel wrote.

••Unfortunately the
plethora of instant
communication means that
we tend to focus on what we
want to hear and important
information seems to have a
shorter and shorter lifespan.
••With over 70 per cent of the
daily volume in the New York
Stock Exchange being high-
speed trading, it is easy to see
why many investors are less
than enthusiastic about the
prospects for an intelligent
investment climate.

••Fund managers are in a
completely different
business. We are not short-
term traders, nor are we
trying to beat anyone. We are
investing in companies and
managements that are
growing and adding to the
economy … we are identifying
opportunities that reward
both the investor and the
market. What we do is not
archaic; it is how wealth is
created.••

He is spot on. Most of us
leave it to fund managers to
make decisions about our
portfolios, and it•s easy to
become caught up in the
24-hour news cycle and get
carried away by the latest
headlines about peaks and
troughs.

The main strategy of
successful fund managers is
to buy and hold shares in
quality companies whose
assets and profits will
increase as the economy
grows. It•s a slow process and
negative monthly returns are
bound to happen now and
then.

Gimbel pointed out that the
sovereign debt crisis in
Europe and the United States
dates back many decades and
has arisen mainly because
citizens have come to believe
that they are entitled to
benefits which they have not
earned.

The sub-prime mortgage
crisis, which is the root of the
present troubles in America,
is a classic example. The
Clinton administration
encouraged lenders to
finance people into homes
they could not afford on the
rationale that everybody is
entitled to own their own
home.

Gimbel went on: ••When the
banking system figured out
that sub-prime lending was
much too aggressive, they
switched to investing in
foreign debt. Interesting
concept, but obviously done
without a comprehensive
analysis of the risks involved.

••The world is being forced
to face the simple fact that
lenders expect to be paid
back. The ramifications of this
will be a slower growth policy
until debt is reduced and
wealth can be accumulated.

••After this, sustained
growth based on stronger
fundamentals can begin.••

On a recent visit to
Australia, Don was my house
guest and we spent hours
discussing the quirks of the
various asset classes. At the
end of it we both agreed that,
despite the current gloom,
shares in growing, well-
managed companies have a
clear advantage over
everything else.

Of course, the timing of the
recovery is unknown, even
though the news from the US
continues to improve, but this
should not be an obstacle to
anybody who is serious about
building wealth.

Far too many people use
uncertainty about their future
as an excuse to do nothing,
but experience has taught me
that that if you take care of the
elements in your life that you
can control, you will almost
certainly be able to cope with
the unexpected challenges
that are sure to come up.

As we enjoy the break, and
ponder what has been and
what might come, remember
that managing your money is
far more important than how
much you make.

We are privileged to live in
one of the best countries in
the world with a very high
standard of living. In 2012 let•s
build on our unique
advantages.

Onlineseenasa lifeline forourhard-hit retailers
By BEN BUTLER

GROWTH: The
digital
economy is
expanding
rapidly.

RETAILERS must move to
embrace online this year if they are
to escape the malaise gripping the
sector, business leaders say.

The Australia Post chief
executive, Ahmed Fahour, said
investment in digital infrastructure
was crucial for both his business
and the economy as a whole.

••What we need to do is lay out the
infrastructure to enable
e-commerce, e-communication,
e-retailing to really take off,
because we•re still half the rate of
the rest of the world,•• he said.

••We live in a society where
people are so, so busy and the days
of mum staying at home to wait for
the postie to deliver, if those days

really existed in the recent past,
they•re gone.••

Mr Fahour was speaking after the
KPMG Couta Boat Classic, held on
Tuesday in Melbourne•s Port

Phillip Bay, which every year
features the business elite
gathering for a two-hour race from
Sorrento to Portsea and back,
followed by a networking session.

As the executives lunched on
prawns and salmon, Dun &
Bradstreet released figures
showing sales and profit
expectations in the retail sector
had fallen.

More than half of retailers
surveyed said online retail would
hit the mainstream industry.

Mr Fahour said the national
broadband network would enable
the shift to a digital economy but
was only an ••important part of it••.

••I think the digital economy is a
far broader term,•• he said.

The chairman of NBN Co, which
is building the network, Harrison
Young, said the internet was
transforming business.

••Everybody who•sa middleman
and hashad a businessmodel based

on beinga middleman isaffected by
a new thing that eliminates the
middleman,•• hesaid.

Former Target chief executive
Launa Inman said it was
••absolutely critical•• that retailers
increased their online presence.

••I think that retail right the way
through 2012 is going to be very
tough, especially in bricks and
mortar,•• she said.

••And I think that every retailer
really needs to expedite their
online, because that will be the
saving grace for a retailer.••

KPMG•s chief economist,
Brendan Rynne, said it was
questionable whether sales figures
fully captured the amount being
spent online, which was
••accelerating••. SMH

Send your questions to
noelwhit@gmail.com

Q We are aged 58, do not
work, own our home

worth $950,000, and have
$20,000 in the bank. We have
a $410,000 super allocated
pension paying $32,000 per
annum … we desire $40,000.
The allocated pension will
run out in seven to nine
years.
We were thinking of
downsizing to a home worth
$500,000 and need your
suggestion as to how best to
invest the balance for both
long-term capital
preservation and income
stream.

A If you change
properties you should

free up at least $400,000 and
this would boost your super
to $810,000 if you then
progressively contributed
the excess funds to super. If
the fund earns 7 per cent
and you withdraw $40,000 a
year, indexed at 3 per cent,
your fund should last until
you are 97.
I regard superannuation as

the best vehicle for you
because when you start the
allocated pension after age
60 you will be drawing a tax-
free income stream from a
tax-free fund.

Q I am 44 years of age,
have no debt, own my

home, and have a
combined income with my
wife of $155,000 … of this
$132,000 is mine.
I am considering buying an
investment property to
reduce my taxable income.
This was going to be an easy
decision however with the
••doom and gloom••
forecasters predicting a
great depression and house
property possibly dropping
by 40 per cent I have had
second thoughts and would
prefer to delay this decision
for a further 12 months.
Do you know of another tax
effective option into which I
could place my income, or
should I invest in property
to not miss out on the
current property increases?

What are your views on the
issue?

A You should never
make an investment

for tax reasons alone but in
any event the purchase of a
negatively geared property
won•t reduce your tax bill
very much when the income
from that property is added
to your taxable income.
I am certainly in favour of
borrowing for investment
but you should regard the
tax benefits as the cream on
the cake and not the reason
for the investment. There
are very mixed views on the
future of property in
Australia and you will have
to form your own opinion
based on whatever research
you can do.
Just be aware that the
popularity of the location is
one of the major factors that
drives population growth.


