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Improving your Financial Position
It has been standard financial planning advice…
“just pay off the mortgage first, then look at super”.
Is this still the most appropriate advice? The
Superannuation landscape has changed, so
should you consider other options?

Why does it make sense to
consider Scenario 2?
1.

If you are looking to save for retirement,
super is an attractive environment for those
on marginal tax rates above 15%.

2.

Contribution Caps have been reduced

Everyone’s goal is unique and therefore the path
to get there should be individually tailored.

significantly, meaning that you can no longer
ramp up super contributions like you could
in the past. Basically, you need to consistently

If your current strategy is not going to achieve your
goals, then you’ll need to look at other options. We
all know it’s difficult to simply save more, so can you
do more with your existing cashflow and resources?

get money into super over your lifetime rather
than leave it until later. The added benefit of
this is the effects of compound interest (Albert
Einstein’s eighth wonder of the world).

It is a question of
how ACTIVE you
want to be with your
financial strategies.

Year

Pre–tax super
contributions for
people over 50

After-tax super
contributions

2018

$25,000 pa

$100,000

Let’s take a look at 4 scenarios:

2017

$35,000 pa

$180,000

How Active are you? Strategies – Examples only

2016

$35,000 pa

$180,000

2015

$35,000 pa

$180,000

2014

$25,000 pa

$150,000

2013

$25,000 pa

$150,000

2012

$50,000 pa

$150,000

2011

$50,000 pa

$150,000

2010

$50,000 pa

$150,000

2009

$100,000 pa

$150,000

2008

$100,000 pa

$150,000

2007

$100,000 pa

$1,000,000

Low

Medium

High

Very High
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Scenario 1: Minimum
super contributions, pay
off mortgage asap and then
maximise super contributions
when mortgage is repaid.
Scenario 2: Make minimum
mortgage repayments and
maximise super contributions
via salary sacrifice.
Scenario 3: Make
minimum mortgage
repayments, maximise super
contributions via salary
sacrifice and commence an
investment gearing plan.
Scenario 4: As with Scenario
3, but constantly increase
level of investment gearing
through debt recycling.

Contributions Cap History:

The easiest way to make
money is to pay less tax
– legally of course.

For example, let’s say you earn a $10,000 bonus for
the year. Compare the net amount “you” end up with
between taking it as salary to pay the mortgage and
making an additional superannuation contribution.
Salary taken to
pay Mortgage

Super

Tax Rate (incl.
Medicare and
Medicare
Surcharge)

47.0%

Salary

$10,000 $10,000 $10,000 $10,000

Tax

$(4,700) $(3,900) $(3,450) $(1,500)

Amount
after Tax

$5,300 $6,100 $6,550 $8,500

Tax Rate

Benefit of Contributing to
Super v Paying Mortgage

39.0%

34.5%

47.0%

60%

39.0%

39%

34.5%

30%

15.0%

Factors to Consider
Liquidity:
Central to this strategy is the risk associated with
tying your money up in super. Once contributed, it
is almost impossible to get access to it and satisfy
the super benefit release rule until close to age 60.
Liquidity planning (that is, access to available funds)
is crucial to this strategy. Planning needs to ensure
that there is access to liquid funds if required.

Changes in Legislation:
Based on current tax rates and legislation, the strategy
above sounds attractive. Unfortunately, if there is a threat
to tax revenue, governments have a habit of making
changes that water down attractive tax strategies.
The pattern to date is with every change of Government,
there comes a change to our legislation. It is also showing
that the Government is making it more and more difficult
to contribute to Super with both pre and post-tax dollars.

Therefore, the traditional strategies to accumulate wealth
should be questioned in today’s tax legislative environment.

Investment Volatility:
Super fund returns have been above average of late but it’s
been 9 years since the last Global Recession in 2009 and
there has been a lot of speculation as to what event could
cause the next GFC. The continuing market fluctuation
resulting from this uncertainty can actually provide
an opportunity. When you are regularly contributing
to super, this up and down movement is actually a
great benefit for long term investing. This said, even
investing the additional amounts into Cash within your
superannuation would improve your retirement capital.

Investing Bonuses:
You must ensure you have a written agreement with your
employer allowing you to sacrifice future bonuses to
superannuation or the tax deduction may be disallowed.

Conclusion
While time and compounding effects on investments
are mathematically compelling, the above strategies
are not for everyone and should always be viewed in
line with what you are trying to achieve. The above
factors need to be considered, especially liquidity.
There is no point building a massive superannuation
portfolio to be enjoyed in retirement if you can’t
meet your mortgage repayments or put food on the
table today. Alternatively, if you have the liquidity to
utilise the tax advantages offered today especially if
you feel you may not have enough superannuation
to retire on, making additional superannuation
contributions is a very effective strategy to reduce tax
and improve your financial position for the future.
Please note the above information is of a general nature
and you should speak to an adviser at Kabel before
applying any of the above to your own personal situation.
We plan to cover the ‘high’ and ‘very high’ active strategies
in our next Newsletter. It will provide an overview
and an example of Scenario 3 and 4 stated in the table
above. As usual, please contact us if you would like to
discuss your personal situation and strategy options.
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What’s Happening at Kabel?

Exploring Australia
In September, Tim & Family
undertook another road trip following
the Murray River to South Australia
and then up to Alice Springs via
Uluru and Kings Canyon. While
there were so many highlights of the
trip, four very memorable parts were
camping by the cliffs of the Murray
River, watching 2 baby whales frolic
off the beach in Port Elliott, playing
cricket on the Lake Hart Salt lake
and four wheel driving into Palm
Valley with 11 people in the car.

Willing to give a hand
As part of Kabel’s commitment to
supporting the community, in addition
to collecting books for Lifeline’s
Book Fairs (please keep them coming
and refer to our previous Newsletter
for details) the team have also been
helping the dedicated volunteers
at Lifeline (who do an amazing
job) by assisting with the loading
of books for transportation to the
book fair site. The Book Fairs aim
to raise much needed funds for this
invaluable organization which provides
a vital service to the community.
www.lifelinenb.org.au/shop/book-fairs

The Kabel Team

At Kabel Financial Services, we know financial

“We are a group of dedicated
advisers, working as one team to
form Kabel Financial Services”

but also ensuring you are able to enjoy your life

security is not only about protecting your assets,
now and at every stage in the future – making
time for the people and the things you love.

