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Creating your asset protection program

The value of your relational, personal and financial assets
might be enormous, so what types of insurance can you put
in place to create an ‘asset protection” program?

There are four main categories of insurance which are designed
to work together to provide security for you and your loved
ones. Income Protection Insurance, Trauma Insurance, Total
and Permanent Disability Insurance and Life Insurance.

Income Protection Insurance

There are a vast number of illnesses and injuries which have
varying terms of impact. These often fall outside the scope of
total and permanent disability and trauma insurance. Income
protection is designed to protect you from a loss of income
due to such conditions by paying a replacement monthly
income of up to 75% of gross income.

Trauma insurance

Trauma insurance can help you cope financially with the
affect that a medical trauma, such as a stroke or a heat
attack, can have on your life. Trauma insurance is normally
paid as a lump sum and can be used to pay for changes to
your lifestyle or for care that you may require because of the
trauma.

It is vital that you and your family are financially protected
against debilitating accidents, long-term sickness and, in the
worst case, the death of you or your spouse.

In the past, life insurance was often the only financial product a
family might have. Now, as part of a sound wealth protection
strategy, it's important to consider a range of insurance
products to cover for events that don't lead to death but
result in time off work and partial or total loss of income.

Imagine being in an accident, or suffering from a serious illness
such as cancer or a stroke — which unfortunately are all too
common. Do you have enough money in the bank to cover
your debt repayments if you're out of work for an extended
period? Will your company keep paying your salary if you have
to be off work for an extended period of time? How good is
your safety net? The only way to get real peace of mind is to
take steps so your are protected if the worst happens.

Total and permanent disablement insurance (TPD)

TPD insurance covers you for disabilities that permanently
prevent you from ever working again. TPD is normally paid
as a lump sum. Note that many TPD insurance policies
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require up to six months of total and permanent disability
before paying a benefit.

Life Insurance

Many of us have standard life insurance embedded within
our superannuation. But check how much cover you have
as you may need to top it up. Not having enough means
that if you were to die suddenly, the payout to your family
may not be sufficient to cover outstanding debts and pay a
regular income once the funds are invested. Keep in mind
that at a conservative investment rate of 5% per annum, you
would need to receive a payout of approximately $1 million
to generate $50,000 p.a. pre-tax.

Did you know

A study conducted by the Australian Bureau of Statistics
measured the economic value of typical household tasks. They
calculated that such tasks would amount to approximately
$580 per week if performed by paid outside resources.

Males between the age of 30 and 65 have a one in five
chance of dying before age 65 and a one in six chance of
suffering a serious disability (of at least six months duration)
before age 65. Females aged between 30 and 65 have a
one in seven chance of dying and a one in four chance of
suffering a serious disability.

A child’s education journey might cost anywhere between
$7,653 (without childcare) and $190,895 for a full time
private education including a university degree.

Hints and tips

Deciding who owns an insurance policy is an important
decision. The person nominated as the owner of a life
insurance policy receives benefit payments directly, without
the need for distribution through a will.

Check your employer superannuation policy to see if a death
and disability benefit is provided. While this may not protect
all of your needs, it should be taken into consideration when
formulating your protection program.

Some policies provide a cost saving by allowing you to
combine multiple benefits under the one policy.

The next step

While this article provides a useful introduction to asset
protection, a full analysis of your personal situation requires
expert attention.

Your AFG Financial Planner can show you:

* How to accurately calculate your protection needs;

* How to build an integrated plan, combining the four
types of protection; and

* How to source quality protection plans at an economical cost.

You don’t have a choice about being exposed to these risks,
but you do have a choice about protecting yourself and your
loved ones against unforeseen financial exposure.

Article provided with the assistance of Tower Life and Aviva
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feeling bullish?
consider capital
orotection

Recent record highs and subsequent falls on Australian equity
markets have many prospective investors feeling nervous.
Despite the boom times and bullish forecasts created by the
emergence of China as an economic superpower, investors
seem to be asking whether this is the appropriate time to
invest into equities, particularly here in Australia. This
behaviour is evidenced by record inflows and balances being
reported by managers of leading cash trusts — money looking
for a home.

One solution to this predicament is capital protection and
recent years have seen growth in both choice and popularity
of investment vehicles which allow investors to take the
plunge secure in the knowledge that a short-term correction
will not eat into their hard-earned capital. Capital-protected
funds over a range of asset classes from Australian to
international equities and hedge funds have proliferated.
Similarly, investors in Australian shares have increasingly
turned to structured products to reduce the risk of under
performance which can otherwise impinge upon a portfolio
of direct equities.

Similarly, margin lending has grown at a record pace,
particularly in the past 18 months as growth-focused
investors have switched from negative gearing into the
fully-valued investment property market to the booming
Australian share market. Gearing assets which are capital
protected has been a key driver in the overall growth of
margin lending with the protected lending industry growing
to $2.003b and a major increase in the number of protected
lending products launched into the market.

So why is protected lending becoming increasingly
popular?

Many investors, particularly those new to the market,
continue to see equities as a riskier asset class than property
— the fact that valuations are dynamic and change from
day-to-day keeping the potential for a fall in asset prices
prominent within their subconscious. When an investors
risk profile is increased through gearing, this perception of
risk becomes increasingly prominent and a solution which
allows leverage to the upside while reducing downside risk
can become appealing.

With downside risk limited, investors can be comfortable
with a larger equities portfolio at a greater level of gearing,
safe in the knowledge that a margin call will not arise.

By protecting assets individually, portfolio returns can also be
enhanced as losses need not be netted off against gains.
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What types of investors use protected lending?

* Those entering equities for the first time, needing capital
certainty as they grow comfortable with the asset class

* People with less investable assets who can grow their
wealth faster with the greater leverage which protected
lending affords them

* High income earners whose effective borrowing cost is
reduced by the potential tax deduction it provides

* Those with, or looking to take, a large exposure to a
single stock

Types of ways to gear and protect

Investors looking for capital certainty now have a wider
range of choices available to them than ever before. Several
providers offer a comprehensive range of protected lending
products available to suit every type of investor. Whether
it is for a risk adverse client just entering into the market
place for the first time or a financially savvy investor, there
are products that can be tailored to every individual financial
objectives:

* Protected direct equities — 100% capital-protected geared
investment into direct equities

* 100% Investment Loan — providing 100% finance into
capital-protected investments.

* Protected Managed Funds — combining 100% protection
and 100% finance into a range of managed funds.

So if you think your can benefit from capital protection,
please contact your AFG Financial Planner.

Avrticle provided with the assistance of Macquarie
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Market Outlook

economic outlook

Economic outlook Australian Dollar outlook

International Fixed Income outlook

International Share Market outlook

Australian Fixed Income outlook

Australian Share Market outlook

Listed Property outlook
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disclaimer

The contents of this publication are of a general nature only and have not been prepared to take into account any particular investor’s objectives, financial situation or particular needs. Where this publication refers to a particular
financial product then you should obtain a Product Disclosure Statement (PDS) relating to that product and consider the PDS before making any decision about whether to acquire the product. We also recommend that you
should seek professional advice from your financial adviser before making any decision to purchase any financial product referred to in this publication. While the sources for the material are considered reliable, responsibility is
not accepted for any inaccuracies, errors or omissions.

Issued by Australian Finance Group Financial Planning Pty Ltd. ABN 74 099 029 526. AFSL Number 247105.
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