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Second marriage? What are the
estate planning implications?

While second marriages might bring the excitement of two new families coming together,
they also come with complex and sensitive estate planning challenges.

In many cases, children from past marriages and those
from the new relationship, coupled with the assets
brought into a relationship by both partners, can make
second marriages particularly difficult estate planning
scenarios.

While many partners in a second marriage want what
they consider to be ‘their’ estate to ultimately pass on to
their own and not their partner’s children, most do not
take steps to ensure that happens.

Often in cases of second marriages, most disputes arise
from the adult children from the first marriage, as they
are the most likely to feel threatened by the second
marriage. Feeling that their ‘rightful’ inheritance from
their natural parent will be taken away from them and
given to their step brothers and sisters often results in
real tension between rival siblings both before and after
death. And in these situations, a financial planner must
concentrate on the competing interests and complex
relationships in the situation rather than just dealing
with the numbers.

Initially you should be aware that, while marriage
revokes any existing Will, divorce does not. So there is a
real need to review your Will if you remarry.

Some of the issues you may need to address when
making or updating your Will include:

Ensuring your surviving partner, and any children
from your second marriage, will continue to have
adequate housing, but at the same time ensuring that
the children from your first marriage are adequately
provided for.

« Ensuring that, where you have left provision for your
partner to continue to occupy your house after your
death (often dealt with in the form of a right to occupy
as distinct from transferring legal ownership in the

house), adequate provision in the Will is also made

to allow the house to be sold and provide aged care
accommodation for your partner in the future. If your
Will does not allow this, it may be necessary to apply
to a Court for an appropriate order.

Where you and your second partner's assets are
owned jointly and pass to the survivor on death,
ensuring that your half share will eventually pass to
your children and not end up in the hands of your step
children.

+ Reviewing the manner in which you own assets to
ensure that they will be disposed of according to your
wishes.

Checking how your superannuation will be paid

out on your death. There are very specific rules

that govern the distribution of superannuation and
superannuation nominations should be reviewed
upon a second marriage. Setting up a family trust is
one way to isolate your assets out of your estate and
potentially avoid these pitfalls.

In addition, it's important to remember that establishing
a Testamentary Trust within your Will can also provide
you with some flexibility as to how to deal with your
assets to provide for both a partner and children from
your first marriage.

If your family situation has changed recently, it's
important you speak to your Bridges financial planner
who will help update your estate accordingly, so that
it's distributed they way you want, ensuring your
beneficiaries receive their entitlements in the most
tax-effective manner.



The ins and outs of top down and
bottom up investing

When it comes to investing, there are many philosophies, techniques and styles available
to help you decide which investments represent good value and which to avoid.

When looking at the fundamentals that drive the price
and performance of a particular stock, there are two
distinct methods: ‘top down' and ‘bottom up' investing.
The basic difference between these styles is the level at
which the analysis starts.

The ‘top down’ style is a ‘'big picture’ view; it involves
an analysis of the macro economic factors and themes
that affect local and global markets and economies, for
example, interest rate movements, inflation, etc.

An example of this is the Chinese economy; over the

last five years it has experienced a level of growth

that has brought it to the forefront of global economic
markets. As a result, commodity prices have moved
strongly ahead and resource companies have performed
particularly well over this time.

Another example is bank shares, especially in the US and
Europe. During the global financial crisis, the imbalances
in the financial system caused many investors to stay
away from this sector which, at the time, would have
helped limit the downside in their portfolio.

'‘Bottom up’ investing on the other hand focuses on

the detail; it involves an in-depth look at the individual
company itself, which can include an analysis of the
company'’s financial strength and position, and whether
the company is currently increasing its sales and profits,
which can be done by looking at a company's financial
statements and balance sheets. An investor adopting
this style of investment would unlikely be swayed by
economic indicators.

In practice, investment managers will generally have a
skew to one style or the other, but will use both styles

to some degree. It's also important to understand that,
at different times, a ‘top down' approach may be more
appropriate than a ‘bottom up’ approach, and vice versa.
Generally, during ‘'normal’ conditions, a ‘bottom up’

style of investment is favoured. Conversely, during the
recent period of uncertainly and volatility, the 'top down’
approach was more widely implemented.

For more information about investment styles, please
speak to your Bridges financial planner.

Pension rate changes

Following the changes to pension rates in September
last year, pensioners have fallen into two groups: those
on the transitional rate with an income test taper rate of
40 per cent and those on the new rate with an income
test taper rate of 50 per cent. However, over time and
depending on their circumstances, pensioners on the
transitional rate will change to the new rate.

From 20 March 2010, pensioners in both groups have
received an increase in the maximum pension payable.
For those on the new pension rates, single pensioners
can receive up to $701.10 a fortnight and couples
(combined) can receive up to $1,057.00 a fortnight. The
corresponding transitional pension rates are $634.30
per fortnight and $1,024.60 per fortnight.

While an increase in pension rates is good news for
pensioners, an increase in the deeming rates may not
be good for some. The deeming rates are the rates that
Centrelink assumes are earned by financial investments
such as bank deposits, managed funds and shares.

The greater the deeming rate, the more an individual's
financial investments are deemed to earn and the less a
pensioner, who is income tested, is likely to receive.

With the economy recovering from the global financial
crisis, rates of return on investments have begun to
increase and, as a result, from 20 March 2010 the
Government increased deeming rates as well. The lower
deeming rate was increased from 2 per cent to 3 per
cent for financial investments up to $42,000 for single
pensioners or $70,000 for a couple. The upper deeming
rate was increased from 3 per cent to 4.5 per cent for
balances over these amounts.

This increase means that the maximum level of financial
investments a single pensioner can hold without having
their pension reduced under the income test is $96,044,
down from $137,067. For couples, the combined figure is
$166,622, down from $238,267.
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Investment market review

quarter ended 30 April 2010

Asset Index 1yrreturn 5 yr return pa Comments
Australian S&P/ASX 300 32.4% 8.4% The Australian share market was resilient during the
shares Accumulation quarter and posted a strong return. The local market
index withstood the negative sentiment from the debt crisis
of Greece and credit ratings downgrade of Portugal
and Spain. The market also took in its stride two official
interest rate rises by the RBA.
Listed S&P/ASX 300 38.9% -5.7% The property sector has outperformed the broader
property A-REIT Australian market. The positive sentiment towards the
trusts (property) sector was underpinned by increasing evidence that asset
Accumulation values and tenant demand are stabilising. For the first time
index since 2007, the sector is beginning to see equity raisings
to fund growth as opposed to paying down debt.
International MSCI World 7.4% -0.5% Major International markets have been improving,
shares Accumulation however, large macro issues still remain (debt and de-
index leveraging). International share valuations appear in line
(AUD) with the recent evidence of an earnings recovery.
Fixed interest  UBS Warburg 3.3% 5.6% Australian government bond yields have been rising,
and cash Comp. Bond driven by improving macro environment. The demand
All and supply of corporate credit remains balanced locally,
Maturities keeping the credit spreads steady, albeit spreads are still
index at levels wider than seen before the current downturn.

The value of money

Whether it's your children or your grandchildren, teaching them the value of money in

today’s world is invaluable, but it's not easy.

From a young age, a child's view of money can be
whimsical; it comes out of a machine and plastic cards
are used to buy things, so the thought of where it all
comes from is unlikely to cross their young minds unless
they are taught from a young age about money and how
to manage it effectively.

Where do you start?

One of the simplest ways is to teach children where
money comes from and how to spend it wisely. Their
young minds are like sponges and they will learn from
your own example. So if you are thrifty and cautious with
money, this is the message they will receive.

It is also important to be firm with them. This can be
especially hard if you're a grandparent who loves to spoil
your grandchildren. But what you need to remember is
that children who get everything they want will never
learn the value of money.

Instead of giving them the occasional $10, why not
engage them in some light chores and reward them with
an allowance. They will not only appreciate the value of
that money but will also think twice on how and what to
spend it on.
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Helpful hints:

+ Ask them to do jobs to earn their
pocket money.

+ Set them up with a bank account or
piggy bank and explain that if they
want to buy something special they
must have the money first.

» Get them to save a fixed percentage,
for example 10 per cent, of their pocket
money for long term goals.

+ Explain the difference between debit
and credit cards and how they work.

+ When you buy them a mobile phone
- let them pay for the calls from their
own money.

+ Let them make their own spending
decisions so that they will learn from
their mistakes.

The pros of teenage
employment

As children get older, encouraging them
to get a part-time job will help them to
understand what it takes to earn money.
They will also learn to mix with other
people, which will give them a wider
understanding of the world around them
and enable them to build different skill
sets than what they are learning

at school.
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The gift of compound interest

Entering part-time work is also a good
time to teach children the power of
compound interest.

What is it?

Compound interest is simply interest on
your interest. The more money that is
saved each year, the larger the return.
Simple interest on the other hand is
when interest is calculated only on the
principal. All that is then needed is the
perseverance to stay on the savings path.

If your child or grandchild is working,
they might also qualify for the Federal
Government's Super Co-contribution
scheme. As well as teaching them about
compounding, you could make a $1,000
contribution to their super on their behalf
and they may qualify for a co-contribution
from the Government, up to $1,000.

Spending a little time with children in
their early years, teaching them the value
of money and the importance of investing
in their future, is the first step in setting
them on the right path to financial success
later onin life; the earlier they start, the
better off they will be. If you would like
to find out more about the ways you can
help the children in your life, please speak
to your Bridges financial planner.
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financial advice makes a difference

Important note - This is general advice only. It is not possible, when preparing Portfolio Watch, to take into account individual clients’
investment objectives, circumstances and needs. Before acting on any information or advice contained, expressly or implicitly, in
Portfolio Watch you should consult an Authorised Representative of Bridges Financial Services Pty Limited (Bridges). No part of
Portfolio Watch may be reproduced without the written consent of Bridges in each case. Bridges, its directors, employees or any
associate are not liable for any loss or damage arising as a result of any reliance placed on the contents of Portfolio Watch. To the
extent permitted by law all such liability is excluded. Investors will need to contact their financial planner regarding financial products
outlined in this newsletter. Funds and pensions named in Portfolio Watch are issued by Questor Financial Services Limited. AFSL No
240829. You should obtain and consider the Product Disclosure Statement available from Bridges before investing in any product.
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