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Australian Marketst Summary

The Australian market fell heavily on the back of European debt concerns and the an-
nouncement of a Resource Tax on miners. The ASX 20(ell -7.2%with the Banksdown -
9.1%o0n the back of softer profit results from Westpac and NAB.

On Thursday night the US DOW was down -8% at one stage on the back of a reported com-
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computer based trading programs kicking in with stop loss selling. At one point Accenture
had dropped from $40 to $0.01. Some erroneous trades will be cancelled.
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Markets in Australia opened down -3% on Friday morning but had recovered half of the
losses by lunch time. The ASX 200 broke through its 8 month trading range between 4,500
and 5,000. The next technical support level is 4,300 on the ASX 200. With the US recovery
becoming more sustainable the key economic issue is European sovereign debt.

Index Change %
All Ordinaries 4,492 -351 -7.2
S&P / ASX 200 4,465 -349 -7.2
Property Index 855 -44 -4.9
Utilities Index 4,169 -214 -4.9
Financials Index 4473 -446 9.1
Materials Index 11,416 -932 -7.5
Energy Index 14,530 -982 -6.3
Deposit rates were flat this week.
Term Rate % Change in rate
3 months 5.40 0.00
6 months 6.00 0.00
12 months 6.11 0.00
3 Years 6.80 -0.05
5years 6.95 0.00

Overseas Markets Summary
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European, US and Asian markets fell heavily down by -6%to -7%.1 2 y 3 YHAng 35&hg
was ¢3.2%weaker although falls will occur when the market opens today. In an ironic twist

the Greekshare market actually rose overnight by 0.2%

. ) . o rime
For more information regarding any of the articles in this update, P
please contact our Client Services team on 1800 064 959.

Australian Financial Services Licence No. 239180

securities «

z
S

y

Tk O~



Australian News

The Reserve Bank of Australia (RBA) The softer results generated falls in

increased official interest rates by
0.25% to 4.5%. Given the softer bank
results (reviewed below) and Euro-

share prices of all of the banks with the
highest falls of 10%+ for Westpac and
ANZ whereas NAB and CBA falls were
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crease pressures on skilled re-
sources while the RBA is attempting
to dampen demand through interest
rate rises.

pean debt issues the move was prema-
ture. The RBA stated that interest
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suggests that we will get a pause from
further increases.

not as great. 1 Thisis the time government spend-
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programstated that most of the funds  Following that point, the Victorian Gov-

were yet to be spent. Putting aside the ~ ernment s also stimulating the economy

merits or otherwise of the program, it by delivering a deficit budget (i.e. spend-

National Australia Bank (NAENd
Westpac (WBQ)ported this week.

20K NBadz Ga
pected with lower charges to doubtful
debts the main reason for the rise in
reported profits. Revenue in both
banks showed signs of coming under
pressure when compared to the previ-
ous half year.

Henry Tax Review

The long awaited Henry Tax Review was
released yesterday by the Government.
While Henry made some 138 recommen-
dations, the government chose to adopt
relatively few at this time and specifically
rejected 27.

What was adopted:
Resource Super Profits Tax

A 40% tax on resource company profits to
come into effect in July 2012 was the ma-
jor recommendation adopted by the gov-
ernment. The money from the increased
tax will go in roughly equal amounts to
export infrastructure, business tax cuts and
personal superannuation measures.

The tax applies to profits after extraction
costs and the company has recouped its
initial capital investment and only where
profits are above a specified interest rate
(currently 5%). Miners will be able to claim
a rebate from existing state royalties to
avoid double taxation and a further sweet-
ener to miners is a resource exploration
rebate that is extended to geothermal
companies.

The reaction from mining companies was
negative as you would expect.

From a broader economic perspective,
there is a concern that all of the proceeds
are committed or 'spent’ and thus it intro-
duces greater inherent volatility in govern-
ment finances when commodity prices fall.
Also, we again miss the opportunity to
build the 'Future Fund' along the lines of
Norway's Fund created from North Sea oil
royalties.

Seems:

spent, the program has had limited
impact on employment and main-
taining growth in Australia.

1 The majority of the money flow will

hit the economy at the same time
as inflation is rising. This will in-

Infrastructure

An infrastructure fund to assist the state
governments to build/fund ports, roads,
rail links to ease bottlenecks in the mining
export industry will be created. The gov-
ernment estimated it will provide $700
million in 2012-13 and up to $5.6bn over
the next ten years.

Other Company measures

The company tax rate will be cut from 30
per cent to 29 per cent in 2013-14, then to
28 percent from 2014-15. Small business
will receive the tax cut in 2011/12 and also
receive more generous depreciation allow-
ances. Henry recommended reducing the
tax to 25%.

Superannuation

The Superannuation Guarantee paid by
employers will increase from 9% to 12%. In
2014/15 it will increase by 0.5% per year
until 2020. Also the age employers must
contribute superannuation for workers has
been extended from 70 years of age to 75
years of age.

Under current rules, people aged 50 years
or over are entitled to make up to $50,000
tax concessional contributions (e.g. salary
sacrifice) to super each year and this was
to reduce to $25,000 in 2012. The govern-
ment now plans to extend the higher
$50,000 limit beyond 2012 for those 50+
years old with less than $500,000 in super.

Those earning less than $37,000 p.a. will
receive a $500 p.a. super contribution

ing greater than revenue) and govern-
ment borrowings are budgeted to rise

6 SNB q Was st Rondl § Jetfo b8 E Trapidly. This is at odds to what the econ-
omy needs at present.

from the government. This will be achieved
by rebating tax paid on super contributions.

The Government repeated its claim that it
will never increase the rate or broaden the
base of GST or remove tax exempt Super
payments for 60 plus year olds. Transition
to Retirement Pensions also remain un-
changed.

What was not included:

Some notable exclusions include:
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contributions for those on higher incomes,
w I NBIldANBYSyid 2
annuation as an annuity (‘guaranteed’ in-
come stream), and

i
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moving a requirement for lower income

earners to submit tax returns may be ad-

dressed later.

Some recommendations ruled out:
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In summary, the Henry Review is indeed a
comprehensive approach to restructuring

the tax system. However, relatively few of

Henry's recommendations have been

adopted in an election year. Whether they

are 'dusted off" after the election will con-

sume considerable newsprint.
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Sunday and the package being considerably larger than expected.
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A client referred us to a New York Times article with a diagram showing which
countries are owed what in Europe: \

To view the New York Times

The diagram is very informative and some key takeouts are:
_ . article online, visit:
1  Germany is owed $US45 billion by Greece and France

$US75 billion. http://www.nytimes.com
1  Germany is owed $US704 billion by Greece/Ireland/Spain/

Portugal/Italy. _ _
1 France is owed $US 911 by those countries. w1 ok in Review —_—,
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bailing out Greece or its own banks Earops bt

On the positive side, US economic news continued to portray a recovering T
economy. March pending home sales were 5.3% higher after increasing 8.3% in
February. This was further complemented by further evidence of a manufactur-
ing led recovery as March factory orders rose 1.3%.
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Key Dates for Australian Companies

Date Company Name Event

10/05/2010 Incitec Pivot Limited Half Year Report

Macquarie Group Limited ExDividend $1

12/05/2010 SP AusNet Full Year Report K e e /
21/05/2010 Westpac Banking ExDividend $0.65
Corporation

Bank Term Deposits

To help you simplify the process and cut through the confusion of a
crowded marketplace, our Bank Term Deposit service is designed to
source the most competitive interest rates from our preferred
suppliers and identify the most attractive rate for you.

This one-stop full service offers a simple alternative for investors who
are looking for secure, DIRECT, cash based investments.

Do you have the best
Term Deposit I NerI8 (218  Service in more detail, contact us today on 1800 796 096.
by a big 4 bank?

To get the most recent rates or discuss our Bank Term Deposit




The Resource Tax

The Resource Tax

Australian news centred on the govern-
YSyidQa
profits of resource companies. The gov-
ernment chose to adopt this recom-
mendation from the Henry report, re-
jected 27 recommendations and is con-
sidering others. The tax is to come into
effect in July 2012 and the money
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equal amounts to export infrastructure,
business tax cuts and personal superan-
nuation measures.

What is the Tax and the Reaction?

The tax applies to profits after extrac-
tion costs and the company has re-
couped its initial capital investment and
only where profits are above the gov-
ernment 10 year bond rate (currently
5.87%).

The reaction from mining companies
was negative as you would expect.
Their concern is not the nature of the
tax which would replace inefficient
state based taxes based on volumes
mined, but the 40% rate and that it
taxes profits on projects even if the
return is relatively miserly.

Planned projects are now being re-

Fyy2dzyO0SYSyid 27

Planned projects are now
being reviewed by major

fiherd and dbrme Hale®
already been cancelled.

making money. In fact miners have rec-
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9 However, there is no plan (at least
at present) to stop the state based
taxes. Instead the government will re-
bate taxes already paid to state govern-
ments.

Also, the South Australian Government
this week announced plans to increase
their mlnlng royaltles to ensure they
NEOSAGS oKIG (KSe@
GKS AYyONBI aSR
GKAY1Ay3a A& WLF
are going to be taxed at a higher level
we will make sure we lock in our fair
AKINBEQo®

Smoothing the boorrbust resources
cycle

9 Historically Australia has spent the
proceeds of commodity booms and con-
sequently the economy restructures
toward the resource sector at the ex-

viewed by major miners and some havepense of other industries. For example,

already been cancelled.

The share price of resource companies
fell heavily on the news. Looking over-
seas, the timing could not have been
worse as UK markets opened on Tues-
day night with the resource tax news
adding to mounting European sovereign
debt concerns. The market including Rio
and BHP which are both listed in the
UK, fell sharply. Overseas commentary
on the tax was very negative.

Taking a step back for the moment, we

review below the pluses and minuses of
the tax but overall we see it as a signifi-
cant negative.

The Resource Tax Pluses

Replaces existing volume based taxes

9 The tax is a much more efficient tax
than the current resource based taxes
that focus on the volumes mined re-
gardless of whether the company is

skilled workers gravitate to the higher
paying resources sector.

9 Other unfavourable side effects are
Wy 22 RdzOG A BSQ | a4
housing rise. Imports also rise on the
back of a stronger currency.

9 On the face of it, the extra revenue
from commodity price rises is good
news, but not necessarily when it
causes major structural changes in the
economy. The problem is when com-
modity prices fall, projects are cut and
unemployment rises as those workers
look for jobs in industries that have

Looking overseas, the
timing could not have
been worse...
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wound back or even shut down due to
previous workers shortages etc.

2y | Thisis sometimes called the
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Dutch economy that restructured to

take advantage of North Sea oil royal-

ties. Once royalties waned the econ-

omy was faced with a very painful ad-
justment. In contrast, Norwaylnvested
{S+ 2Aft 1
CdzyRQ FyR (KS S02y:
tremely robust.

The benefit of a Resources Tax is that
it possibly smooths out the boom-bust
cycle and the impact on the broader
economy.

The current regime is quite generous
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revenue has been falling over the
years and some sort of rise in its
share is probably equitable.

Direct Equities

Our Direct Equities Advisory
Serviceis designed to assist with
reviewing, developing and
managing clients direct equities
portfolios, and is supported by
an experienced Direct Equities

Und\idddy Beady & dzOK I o

Please call us on 1800 064 959
to talk to a team member




The Resource Tax cont....

The Resource Tax Negatives
Now for the negatives of the proposed
Resource Tax.

neE: NI 4GS
Bond Rate
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its rise above the 10 year government
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inherently risky investments. Mining
companies need to take into account
the risks of getting the project up and
running, the risks of commodity prices
falling and the risk of operating the
mine. When successful they should be
entitled to be returns well above the
WNRA Al FNBSQ 3298
taking these risks.

The rate of 40% is too high. Analysts
have estimated the impact on Rio and
BHP valuations is up to 10% whereas
other stocks would be impacted to a
lesser or far greater extent. Thisis a
major impact and there is no justifica-
tion for the proposed level.

The Tax will reduce investment/jobs

9 All resource companies have indi-
cated that they are reviewing planned
projects and some have in fact been
cancelled.

I Thereis no doubt some invest-
ment will be redirected offshore.

9 Unfortunately cancelled projects
immediately impact employment etc
whereas any benefits through in-
creased revenue will not commence
until the tax is implemented in 2012.
As the global economy is still fragile,
this is not a positive development.

Uncertainty

9 Uncertainty intrudes on a number
of levels :

- There appears to have been little or
no negotiation or consultation with
the resources industry. With a major
change, an understanding of its impact
on companies and projects and the
economy before announcing the
measure is a basic requirement.

- The government has now stated they
will negotiate with the mining industry
but as far as investors are concerned
the damage has been done.
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Finally, investors are
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lian regulatory landscape has been

Andgatifely inpaétedl. SHouiddalsital
be labeled with a reputation for
WOKIFy3IAy3d GKS Nz
then investment money will flow else-
where.

CAyltftez
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Uncertainty reigns which is the an-
tithesis of investor confidence.

Ay @Sada2Ng

Timing of announcement

9 The timing of the announcement
seems to have been driven by political
pressure to roll out the Henry report
FYR GKS 32@8SNYYSyi

i Given the fragile state of world
markets around Greece contagion
concerns, this week was very poor
timing. In fact probably this year was
poor.

9 Itcould be reasonably argued that
itis not possible to predict market
movements from week to week. How-
ever, the real problem is in announc-
ing this sort of a measure while the
recovery is in its early stages and still
fragile. The reaction was entirely pre-
dictable.

More volatile government finances
The proceeds of the new tax have al-
ready been committed. When com-
modity prices fall this will bring addi-
tional pressure onto government fi-
nances as tax revenues fall.

History proves that all governments
struggle to reign in spending and
rarely cut programs.

Missed Opportunity

T L NBEFSNNBR (2
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created from royalties from North Sea
oil.

f Australia has consistently missed
each opportunity to build a similar
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Life
Insurance-

We are able to offer a "No Medical"
approval process for Life Insurance &
Total & Permanent Disablement (TPD).

We also offer a no obligation free revie
on your existing insurance to ensure yo
& your family have the most appropriate
level of cover based on your individual
needs.

To find out more call us on
1800 064 959.

tynd W*ﬁ@%”].’ﬁ?tﬂe}yé’%ow have

provided tax revenue windfalls.

9 Unfortunately it seems we will
miss the opportunity again.

Conclusion

Personally, from an economic perspec-
tive, | support the introduction of a
resource tax. However, not this re-
source tax and not at this time in this
volatile economic climate

The timing of the announcement, the
size of the tax, the uncertainty it has
introduced over the Australian invest-
ment climate and the spending of the
funds are all significant negatives.

For more information
regarding any of the articles
in this edition of our

newsletter, please contact
our Client Services team on
1800 064 959.



Your objectives map our path
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integrated service enables us to deliver the opportunities that best suit you, at the right time.
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In addition to accounting and business services advice, we can adopt a comprehensive approach to the management of

your financial affairs through understanding where you are today, how you got there, and where you want to be in the

future.

Alternatively, advice can be limited to a particular service, depending on your situation. We specialise in providing
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Financial
Planning

Investment
Advice

Life Insurance
& Wealth
Protection
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Your personal Protect what
too early to wealth manager matters most
start planning to you
Portfolio construction - Income protection S
Gearing & lines of credit individually tailored portfolios
. . Term life insurance
st nltz el . Ongoing management &
Debt management strategies portfolio review service Total & permanent
Savings plans (inc. education) & . o . disablement & trauma cover
cashflow planning :?wect EqLut_lgs: Advnce' on ASX . .
N isted Securities & IPO’s Business expenses insurance
Property (ASX listed property Key person insurance
trusts / infrastructure)
Projections & modelling based on Hybrid Securities (ASX listed Group insurance
retirement income needs Securities)
Planning ¢ 5, 10, 20 years from We can assist with the entire
retirement Fixed Interest: Term Deposits & process, from reviewing your
Superannuation strategies Bonds existing insurance cover, if you
Pension planning, inc. Cash & Cash Management currently have it, to discussing the
accumulation to pension phase Accounts protection strategies available, and Personal

Residential home loans
Commercial property finance

Strategy & plan for the transfer
& protection of assets

Review of existing structures &
wills

Advice on potential structures
Control of assets (both now & in
the future)

Powers of attorney &
guardianship

Co-ordination of overall process,
inc. Lawyers

Managed Funds: Asset Class
specific & International
exposure

Sophisticated Investor Service,
inc Alternative & Unique
Investment opportunities

establishing the most relevant level
of cover based on your individual
needs and the stage you are at

in life.

To discover more information on any of these services, please call your financial adviser or client services

NSW:1800 988 141 VIC/QLD1800 064 959 WA:1800 785 855



