
 

 meritumnews
EXCELLENCE IS NOT A SKILL . IT IS AN AT TITUDE  ~  Ralph Marston

page 2
A few  

interesting 
facts about 
retirement

page 3 
Millionaires 
in Australia 
aren’t rich 

anymore

page 4 
Super or the 

mortgage?

ED IT ION 2  –  2016

WELCOME to Meritum News, your source  
of information on wealth management  

and investment advice topics. 

In this edition we look at some interesting 
research that shows a majority of Australians  

no longer think people worth a million dollars 
are rich.

We also look at some interesting  
facts about retirement and the  

ongoing debate of whether it’s  
best to put money into your  

super or your mortgage.

If you’d like more information 
on anything discussed in this 
newsletter, please contact 
our experienced and 
professional advisers.
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Given the financial demands of everyday 
life, planning your retirement may be a 
relatively low priority. You may also think 
that you have plenty of time to plan. 
But before you put off planning for your 
retirement any longer, here are some key 
facts you should consider.

Your retirement could last 30 years or more
A male currently aged 65 has a future life expectancy of 

19 years and for females currently aged 65 it’s 22 years.1 But 
these are just the averages and they are increasing steadily. 
As these trends continue, your retirement could stretch to 
three decades, or maybe even longer.

You shouldn’t rely on the age pension
The full single rate age pension only provides around 25% 

of average weekly male earnings. What’s more, qualifying for 
the age pension may become more difficult in the future, 
given our population is ageing. 

You shouldn’t rely on an inheritance
Your parents may end up spending all their savings and 

may even need to downsize their home to help make ends 
meet. So, if you’re relying on an inheritance to fund your 
retirement, you could be disappointed. 

 
 
 
 
 
 
 
 
 

You might not have enough super either
With some of your money going into super through 

compulsory employer contributions, you’re off to a good 
start. But assume that those employer compulsory 
contributions will mean you have enough super to get you 
through your retirement and you could be in for a nasty 
surprise. Research conducted by Rice Warner Actuaries 
revealed that Australia has a shortfall in super of close to 
$1 trillion2, which means many Australians may not have 
enough super to fund their retirement.

Start planning now
Thankfully, with a bit of preparation, it’s possible to plan 

for a long and comfortable retirement. Strategies like salary 
sacrificing into super, making lump sum contributions or 
using a transition to retirement strategy, are all smart 
strategies to consider to boost your super, and some of them 
generally have tax benefits too. It’s also possible to use your 
super to start a pension that pays you a regular income. 
Some pensions even guarantee to pay you an income for the 
rest of your life, negating the risk of outliving your savings.

Talk to a retirement planning expert
The best way to see how your retirement savings are 

currently tracking, and find out what you could do now to 
increase your super for retirement, is to speak to a financial 
adviser. They can help you set realistic goals and put a plan 
in place to achieve them.

A few interesting facts about retirement

1. Australian Bureau of Statistics, November 2013.

2.  Rice Warner Actuaries, ‘Longevity Savings Gap’,Sep 2012.
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Millionaires in Australia 
aren’t rich anymore

 Are your wealth goggles on?
It seems decades of post war good living is affecting the 

perspectives of the average wealthy Australian, of how 
everyone else lives and how they should live – let’s call it 
‘having your wealth goggles on’.

The wealthy are more likely to want more and more likely 
to think people need more to live comfortably. They are 
more likely to think that luxuries are essentials. They have 
wealth and are more likely to want even more wealth.

Research shows that those with kids (56%), those who live 
in Sydney (58%) and those on higher incomes – $150-
$199,000 (61%) and $200,000+ (75%) are even more likely to 
agree that you need a household income of at least $150,000 
to have a comfortable life in Australia.

Interestingly, all of the social grades believe that there is 
an ‘elite class’ (believed to be around 10% of the population) 
earning mega bucks (over $300,000), when in reality only 10% 
of households in Australia have a gross annual income of 
$187,980 or more and only 3% of the population have a 
personal income above $192,000.

 So what does a million really buy you?
In Adelaide, you can buy a three bedroom renovated 

semi-detached cottage with parking in a great location in 
the city, with around $250,000 change to buy that nice car 
you’d like to drive. In Brisbane you can buy a 3 or 4 bedroom 
weatherboard ‘Queenslander’, also with a few hundred 
thousand dollars spare; in Perth you can buy a brand new 
four bedroom home in the suburbs, again with a little 
change, and in Sydney a four bedroom renovated home an 
hour’s drive from the city.

You see – a million actually buys you a whole lot.

Of course, if you want to live in a big home 10 minutes from a 
major city or a metro beach, you may as well double or triple the 
cost. But in most cities, you can buy a home and a car outright 
and still have some money left over for lifestyle pursuits.

 Financial professionals help us budget better
MLC’s research showed that those with financial 

professionals were less likely to live pay-cheque to pay-
cheque, with 77% of people with financial planers or advisers 
disagreeing they wait for the next pay day.

Financial professionals can help us see our complete 
financial picture and help with budgeting, saving and other 
wealth strategies.

  What can you do? Refresh your perspective
Wealthy or not, there’s a way to be more content with what 

you have – and that’s to see people living happier, with less.

So let’s set ourselves a challenge to refresh our perspectives.

Maybe we could take a drive a half hour away from where 
we live and see how we could live comfortably with a million 
dollars. Or maybe next time we’re overseas on that holiday, 
venture beyond the resort pool into a local village or 
suburban community. Maybe volunteer to help other less 
fortunate, or try a week cooking every meal at home, rather 
than eating out, and see what recipes we can invent.

What is a true measure of wealth? If it’s set in a future 
amount it’s time to adjust our perspectives on what really 
makes us happy: if $1 million dollars isn’t enough, will  
$2 million be, or more?

Three in five Australians (59%) believe that 
being worth $1,000,000 doesn’t mean 
you’re rich in Australia any more, according 
to new research from MLC, the Australia 
today report.

Further, almost half of us believe you need a household income 
of more than $150,000 to live ‘comfortably’ in Australia today.

The poor millionaire
Not long ago Australians believed that if you hit the 

million dollar mark in net worth, you’d hit the ‘big time’. We 
watched shows like “Who wants to be a millionaire?” and we 
imagined how glittering our life would be with a million big 
ones.

But if a million dollars doesn’t make you rich any more, 
what’s changed?

MLC’s research shows that our expectations of an 
‘average’ lifestyle have evolved in recent decades to include 
luxuries such as overseas travel, eating out regularly and 
having the latest technology. And we all think the average 
Australian should have overseas holidays yearly, be able to 
afford private schools as well as a decent house and car.

These extras all add up, while at the same time, house 
prices have risen sharply and wages growth has remained 
relatively flat. It’s a pressurised environment with more on the 
expenses side of the equation, and less on the income side.

Simply put, one million dollars just doesn’t stretch as far 
as it did, even one decade ago.

Our average net worth is staggeringly high
So how many of us are millionaires today? In reality, most 

home owners or mortgaged households aren’t far off the $1 
million net wealth mark. ABS figures report the average net 
worth for all Australian households was $809,900 in 2013–14.

While average household wealth for households renting 
was far lower – at about 21% ($183,000) it’s actually higher in 
reality for owner occupied households with a mortgage 
($857,900) and for owner occupiers who owned their home 
outright ($1.4 million), representing 13% of households.

 But we’re not rich…or maybe just not rich 
enough

Whether you’re a renter, a home owner or have a mortgage, 
we’re faring a lot better than most other OECD countries in 
net wealth. There’s a lot of equity out there, but according to 
the research, the majority of us aren’t feeling ‘rich.’

Sixty-nine percent feel the cost of living means they’re 
struggling to make ends meet, while others don’t feel they’re 
‘rich enough’. Thirty three percent of people earning 
$40-$69,000 per year aspire to greater wealth, 45% of people 
earning $70-$99,000, 55% earning $100-$149,000, and 71% of 
people earning $150,000 admit to wanting more.
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Super or the mortgage?
Many people wait until their home 
loan is paid off before investing more 
in super. However, if you are currently 
making more than the minimum home 
loan repayments, you may be better 
off when you retire if you make additional 
super contributions instead.  

Why super?
There are two key reasons why topping up your super could 

be a better option.

The first is that home loan repayments are usually made 
with after-tax money. Alternatively, super contributions can be 
made with pre-tax dollars (if you’re an employee) or claimed as 
a tax deduction (if you’re self-employed and meet other 
eligibility requirements). These concessions can help you use 
your surplus cash flow more effectively.

The other reason is the amount of concessional super 
contributions1 you can make each year is far lower than it used 
to be. As a result, it has become much more difficult to make 
large tax-effective super contributions just before you retire. 

To achieve the retirement lifestyle you desire, you may need 
to make additional super contributions earlier than you had 
planned. That way you can take greater advantage of the 
contribution cap over the remainder of your working life.

Case study
Max is 45, earns $100,000 pa, plus 9.5% Superannuation 

Guarantee contributions from his employer and wants to retire 
at 60. He owns a home worth $700,000 and owes $300,000 on 
his mortgage. The remaining term is 15 years and the minimum 
loan repayment is $2,696 per month. 

He’s considering the following two options:

1. Make the minimum home loan repayments and 
top-up his employer’s super contributions so that he takes full 
advantage of the concessional contribution cap in each of the 
next 15 years. This means he won’t pay off his home loan until 
he’s 60, but he will maximise his concessional super 
contributions over the next 15 years.

2. Instead of topping up his super as outlined above, 
he would use the cash flow to make extra mortgage 
repayments instead. Then when he is debt-free he would 
top-up his employer’s contributions to take full advantage of 
the concessional contribution cap and use any money left over 
to make non-concessional contributions2. This means he will 
pay off his mortgage in an estimated 8 years and 7 months but 
will only maximise his concessional contribution cap for 6 years 
and 5 months.

The table below shows the results from both options. In this 
scenario, it’s estimated Max could retire with his mortgage still 
paid off and an extra $127,995 in super.

Option 1 Option 2

Time taken to pay off loan 15 years 8 years 7 months

Years when CC cap fully utilised 15 years 6 years 5 months

Total super accumulated  
over 15 years3

$857,005 $729,010

Value added by option 1 $127,995

Assumptions: Home loan interest rate is 7% pa. Total pre-tax investment return 
is 8.1% pa (split 3.2% income and 4.9% growth). Investment income is franked at 
30%. Salary is not indexed. SG contributions are increased progressively to 12% 
by 2025/26 as legislated. CC cap is increased by $5,000 in 2018/19, 2022/23, 
2026/27, 2030/31 and 2033/34. Earnings in super are taxed at 15%. No allowance 
has been made for CGT that would be payable if the investments were redeemed.

Key issues to consider
Will you need access to any of the money 
before you retire? 

While making additional concessional contributions could 
help you retire with more super, it’s important to consider 
whether you’ll need access to the money before you meet 
certain conditions. A key benefit of making extra home loan 
repayments is the money can usually be accessed at any time 
through a redraw facility or offset account. 

What’s your current age and work status?
If you’re 55 or older4 and intend to keep working, you may 

want to use some of your super to start a Transition to 
Retirement pension. This could provide you with additional 
income that could be used to make extra super contributions.

How much investment risk is right for you?
Making additional mortgage repayments is considered a low 

risk financial strategy and provides savings through lower 
interest costs. It may be more appropriate for you. But if you’re 
prepared to take a moderate degree of investment risk, making 
additional concessional contributions could be worthwhile.

The bottom line
This super contribution strategy may be an effective way to 

boost retirement savings, but it won’t suit everyone and the 
results will depend on your circumstances, including your age, 
risk profile and when you’ll need access to your funds.  

1. Concessional contributions are all employer contributions (including 
Superannuation Guarantee and salary sacrifice), personal contributions 
claimed as a tax deduction and certain other amounts. Currently, the cap  
on concessional contributions is $35,000 per financial year if you were aged 
49 or over on 30 June in the previous financial year, otherwise it’s $30,000  
per financial year.

2. Non-concessional contributions include contributions made from your 
after-tax pay or savings into your own or spouse’s super account and certain 
other amounts. 

3. These figures ignore Max’s existing super balance.
4. The minimum age at which a Transition to Retirement Pension can be started 

may be higher than 55, depending on your date of birth.

Important information and disclaimer

This Financial Focus newsletter has been prepared by Meritum 
Financial Group Pty Ltd (ABN 93 106 888 215 Australian Financial 
Services Licence Number: 245569) (‘Meritum’), for use and 
distribution by its authorised representatives. Meritum is a 
member of the National Australia Bank Limited group of 
companies (‘NAB Group’), Registered office Level 15, 60 Albert 
Road South Melbourne Vic 3205 Telephone: (03) 9284 3700 
Facsimile: (03) 9284 3799 Website: www.meritum.com.au. 

Any advice in this publication is of a general nature only and has 
not been tailored to your personal circumstances. Please seek 
personal financial and/or legal advice prior to acting on this 
information. Any general tax information provided in this 
publication is intended as a guide only and is based on our 
general understanding of taxation laws. It is not intended to be a 
substitute for specialised taxation advice or an assessment of 
your liabilities, obligations or claim entitlements that arise, or 
could arise, under taxation law, and we recommend you consult 
with a registered tax agent. 

Information in this publication reflects our understanding as at 
the date of issue. In some cases the information has been 
provided to us by third parties. While it is believed the information 
is accurate and reliable, the accuracy of that information is not 
guaranteed in any way. Opinions constitute our judgement at the 
time of issue and are subject to change. Neither Meritum nor any 
member of the NAB Group, nor their employees or directors give 
any warranty of accuracy, nor accept any responsibility for errors 
or omissions in this document.

MERITUM FINANCIAL GROUP PTY LTD ABN 93 106 888 215
Australian Financial Services Licence Number: 245569 
Level 15, 60 Albert Road South Melbourne Vic 3205  
Telephone: (03) 9284 3700 Facsimile: (03) 9284 3799
Website: www.meritum.com.au


