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Welcome to your
Investment Funds
Report 2015
Whilst many financial products
have come and gone, the IOOF
WealthBuilder Investment Bond is
stronger than ever as investors look
for tax-effective investments outside
of the superannuation environment.
Today, with intergenerational advice
dominating financial planning
discussions, once again the value of
investment bonds is coming to the
forefront as investors are using them
to achieve their goals for their family.
Whether you have children, or
if they have children of their own,
as a parent it is natural to want to
help guide them through life. That’s
why in this edition, we discuss some
of the ways the tax-effective structure
of IOOF WealthBuilder is increasingly
being used as part of a wealth strategy
for the next generation.
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It’s important to remember that by
helping your children and grandchildren
prepare for the future, you are also
protecting your own retirement and
future lifestyle.
At IOOF, we are also proud of our
history of helping clients achieve
financial independence. Should you
require any information or if we can do
anything to assist you, please do not
hesitate to contact our client services
team on 1800 002 217.
We look forward to helping you
and your family in reaching your
financial goals.
Renato Mota
General Manager – Distribution
IOOF Holdings Limited
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IOOF Foundation – we’re with you
Zarly would drop to the ground, unable
to walk and at times even scratching at
her face. The four year old’s anxiety was so
severe she was unable to speak more than
three – word sentences, go out in public
or even spend time with other children.
Then she met Eadie. Zarly now speaks
complete sentences, can express herself in
a group and enjoys all the same things other
children do – including her favourite, going
to a Wiggles concert.
In all this time Eadie has never said a
word. That’s because Eadie is a dog. The
two were introduced through Righteous
Pups Australia, an organisation which
trains Autism Assistance Dogs and places
them with children living with an Autism
Spectrum Disorder.
Righteous Pups Australia is just one of
more than 25 charities we have helped
over the last 12 months through the IOOF
Foundation, continuing our long tradition
of supporting our communities. This year
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the Foundation has provided over $700,000
to help fund programs supporting the
disadvantaged, particularly the aged,
families and youth.
Just some of the other charities the IOOF
Foundation has been proud to support this
year include:
1 Kids Under Cover (www.kuc.org.au)
2 Good Beginnings Australia
(www.goodbeginnings.org.au)
3 Fight Cancer Foundation
(www.fightcancer.org.au)
4 Juvenile Diabetes Research Foundation
(www.jdrf.org.au)
5 Redkite (www.redkite.org.au)
To find out more visit the IOOF Foundation
website (www.iooffoundation.org.au).
The IOOF Foundation’s total investment
in local communities over the last 11
years has come to more than $11 million
across 185 community organisations.
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Reaching your 10 year anniversary
date, what next?
The end of the 10 year tax period of your IOOF WealthBuilder investment is an important
milestone. Not only has your IOOF WealthBuilder investment produced tax-paid returns, but
when you have retained your investment for 10 years1, your entire investment account balance
will be free of personal income tax liability on withdrawal (including investment earnings).
For many investors, the 10 year period causes confusion, as they feel it may be time to
withdraw. It’s important to note however that the 10 year anniversary date is just a line in the
sand; there’s nothing you need to do. In fact, there are real advantages in maintaining your
investment bond beyond the 10 year milestone.

Staying put provides you
with additional advantages
to continue saving

It’s always a good time to
start an additional investment
bond

If you’ve been continually contributing to
your IOOF WealthBuilder each year over the
past 10 years1, future contributions you make
to your investment bond after your 10 year
anniversary date will be immediately free of
personal income tax liability on withdrawal.

Investors sometimes feel constrained
by the 10 year rule but again – it’s one big
misconception. If you’ve missed a contribution
in any year and are now limited by the
125 per cent rule on your account – rest
assured you’re not restricted. You can
simply start a new investment bond to
continue contributing or topping up your
investments. There is no penalty for starting
a new investment bond and that way you can
continue to take advantage of the benefits of
regular contributions into an investment bond.

You will also continue to enjoy the
convenience IOOF WealthBuilder offers as
you do not need to report any investment
earnings from your investment bond in
your personal tax return to the Australian
Taxation Office.

1

From the start date of the 10 year tax period of your IOOF WealthBuilder investment.
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IOOF WealthBuilder
Planning for the next generation
With over 65s the fastest growing age group in the country,
Australia stands on the cusp of the largest intergenerational wealth
transfer in its history.
Whether you’re in this age group, or just
want to plan ahead for your children, many
of the decisions you make in the next
few years can have a direct effect on the
financial stability of the next generation.
That’s why effective intergenerational wealth
strategies have never been so important.
An investment bond has long been a popular
way to pass on wealth to your children while
avoiding the burden of taxes or duties. What’s
increasingly common however, is the bond’s
use for ‘generational skipping’ – that is,
passing wealth directly to the grandchildren.

IOOF WealthBuilder for
the grandkids
Since July 2011, when the low income
tax offset for unearned income (such as
dividends, interest from bank accounts or
managed fund distributions) for minors was
removed, reducing the amount of tax-free
income available to younger children has
become a challenge.
However investment bonds provide a
solution in this space. As investment bonds
don’t pay out dividends, they have received
new attention as an attractive vehicle to gift
or hold funds for grandchildren.
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Child Advancement Policy
As you’ve worked hard for your money,
it’s natural for you to be wary that there can
be a high ‘attrition rate’ for wealth suddenly
acquired by a younger generation. You may
also be concerned that younger children
may not be at an appropriate maturity level
to manage an inheritance.
For this reason the Child Advancement
Policy has increased in popularity in recent
times. This feature is offered as part of
the IOOF WealthBuilder product where
the policy owner can nominate a vesting
age of the child (up to 25 years of age)
before the ownership of the account
is automatically transferred to the child.
Prior to vesting, you retain control over
the account and are free to change the
vesting age at any time to suit.
From school fees, a house deposit or
boosting your child’s own retirement
nest egg, whatever your motivation for
passing wealth to the next generation,
IOOF WealthBuilder is a tax-effective tool
to help this happen. Here we look at just
one case study to see how they have used
the investment bond for the benefit of the
younger generation.

IOOF | Investment Funds Report 2015

Case study: deliberately skipping a generation
Issue
Dominique and Robert are both 80 and have made the decision to sell the family
home and downsize. Having raised two very successful young men, both with
families of their own, they would like to consider leaving their estate directly to the
grandchildren, thereby deliberately skipping a generation. They do not want the
grandchildren accessing these funds until they reach 25 years of age.
Dominique and Robert have residual funds and do not meet any eligibility
criteria to be able to place these funds to the superannuation environment.
They have other assets, such as direct shares and are paying the highest
marginal tax rates on other investment earnings.

Solution
IOOF WealthBuilder provides an alternative tax-effective structure to
superannuation. It also enables the proceeds to be passed onto their
grandchildren by utilising the Child Advancement Policy where they can
nominate a vesting age of up to 25 years. Alternatively, depending upon the
ages of the grandchildren, they may simply nominate them as beneficiaries
on the investment bond.

Outcome
IOOF WealthBuilder is able to fulfil Dominique and Robert’s wish to pass
an inheritance directly to their grandchildren. In addition to the benefit of
proceeds not being held up in estate issues, the funds will be paid directly
to them without any personal tax liability if they are nominated as the
beneficiaries or will remain invested until such time as the child reaches the
vesting age, should the Child Advancement Policy be implemented. Even more
advantageous is that the investment bonds tax history is also transferred and
at the end of the 10 year tax period the original capital plus investment earnings
are free of personal tax liability.
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Market commentary
The financial year delivered positive returns, with global shares and
Australian listed property especially strong. Global shares returned
double-digits for the third consecutive financial year with a return of
24.2 per cent, partly as a result of the falling Australian dollar. Australian
listed property produced a stellar return of 20.2 per cent for the year.
Bond returns were significantly lower
for the year, with Australian bonds and
international bonds, both returning
5.6 per cent while cash returned 2.6 per cent.
As a result of below-trend economic growth,
higher unemployment and low inflation,
the Reserve Bank of Australia reduced the
cash rate by 0.25 per cent in February 2015
and again in May 2015, with the cash rate
currently at 2 per cent.
The Australian share market produced
modest gains with a return of 5.6 per cent.
Increasing supply coupled with slowing
demand in China combined to push iron
ore prices lower. Oil prices were heavily
affected by rising shale oil production.
As a result, resource and energy companies
underperformed other sectors of the

Australian market with investors
preferring companies with sustainable
and attractive dividends.
Around the world, most of the major
developed markets recorded positive
returns. Japan’s share market was
the stand-out performer for the year
reaching an 18-year high. Investors
have responded positively to the
yen’s weakness and economic reforms
which are expected to assist the
Japanese economy. European markets
also benefited from similar weakness
in the euro and there are signs that
the eurozone’s economic prospects
are improving, albeit slowly. However,
developments in Greece late in the year
create risk for the potential recovery.

<Investments to supply chart>
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Market outlook
Financial markets are squarely focused on the pace of growth of the
Chinese economy and the timing of the first interest rate increase
by the US Federal Reserve (Fed). Will China further devalue its currency?
Will Fed Chairperson Yellen announce the first US rate rise in nine years?
The market expects a September rate
hike and that China will devalue further
to stimulate exports – but there is a large
amount of uncertainty around both events.
Markets dislike uncertainty, which points
to rising volatility.
Uncertainty over the pace of growth
in the Chinese economy and government
efforts to stimulate is casting a shadow
over global growth forecasts. We believe
Chinese currency devaluation has further to
go and this is creating deflationary pressures
in the economies of China’s trading partners.
In our view the China slowdown has further
to run. Despite these concerns we are still
looking for moderate growth in the US and
think the European recovery is becoming
more entrenched. Emerging markets
economies remain under pressure with the
future success dominated by China.
US economic data points were soft over
the early part of the year, but more recent
employment and housing data have been
more robust. We expect US equity markets
to stabilise driven given reasonably healthy
economic conditions and single-digit
growth in corporate profits. However US
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equities are not particular cheap and bond
yields remain near historic lows leading
us to remain cautious on both asset classes
heading into the Fed policy shift.
European equities have given up some
of their gains over the past quarter, but
we see the rationale for staying the course
on European exposure. Looking at the big
recent moves in long-term European bond
yields we can conclude it is a case of “flows
versus fundamentals.” Central bank-driven
flows should win out in Europe and keep
German bond yields low, but fundamentals
should put upward pressure on US and
UK yields.
Australia is increasingly feeling the pressure
of slower Chinese growth through low
commodity prices. This pressure is being
partially offset by accommodative monetary
policy which has largely benefited the
housing sector. We see a difficult 12 months
for the Australian economy as growth slows
further and the housing market flattens.
The falling Australian dollar will assist the
local economy although the benefits of
a more competitive currency will take time
to manifest itself.
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Performance summary (as at 30 June 2015)
Investment bonds
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Fund
size

6
months

1
year

3
years

5
years

10
years

Since
inception

$m

%

%

% pa

% pa

% pa

% pa

APIR code

Investment fund

IOF0008AU

IOOF WealthBuilder
Fixed Interest Fund

25.23

0.28

1.60

2.44

3.15

3.17

3.49

IOF0009AU

IOOF WealthBuilder
Capital Stable Fund

98.19

1.61

3.81

5.75

4.61

3.91

4.49

IOF0010AU

IOOF WealthBuilder
Balanced Fund

155.02

3.71

8.27

10.65

6.74

4.52

5.00

IOF0017AU

IOOF WealthBuilder
Australian Shares Fund

193.65

3.76

4.12

10.58

5.84

5.52

7.38

IOF0129AU

IOOF WealthBuilder
High Conviction Shares
Fund – Perennial

1.89

3.50

-4.58

7.69

4.20

–

4.58

IOF0130AU

IOOF WealthBuilder
Global Property Securities
Fund

2.19

0.67

7.00

8.33

8.63

–

7.69

IOF0131AU

IOOF WealthBuilder
Global Shares High
Alpha Fund

2.80

6.57

15.95

16.74

8.41

–

6.96

IOF0132AU

IOOF WealthBuilder
Smaller Companies
Fund – Perennial

4.24

4.46

-0.89

4.71

5.65

–

9.47

IOF0133AU

IOOF WealthBuilder
Australian Shares
Fund – Multimix

7.23

1.58

3.08

9.73

5.68

–

5.64

IOF0134AU

IOOF WealthBuilder
High Growth Fund

14.51

4.46

10.14

12.48

7.90

–

7.01

IOF0135AU

IOOF WealthBuilder
International Shares
Fund – Multimix

6.68

6.14

14.80

16.14

8.80

–

4.90

IOF0230AU

IOOF WealthBuilder
Cash Fund

12.59

0.52

1.16

–

–

–

1.27
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Deferred annuities

Fund
size

6
months

1
year

3
years

5
years

10
years

Since
inception

$m

%

%

% pa

% pa

% pa

% pa

APIR code

Investment fund

IOF0025AU

IOOF Deferred Annuity
– Cash Management Fund

0.08

0.99

1.52

2.76

3.30

3.78

3.78

IOF0713AU

IOOF Deferred Annuity
– Capital Stable Fund

1.42

1.47

4.06

6.16

5.41

5.00

5.59

IOF0714AU

IOOF Deferred Annuity
– Managed Fund

8.86

2.62

4.81

9.08

6.42

5.31

7.33

Fund
size

Bonus
rates %

Bonus
rates %

Bonus
rates %

Bonus
rates %

Bonus
rates %

$m

14/15

13/14

12/13

11/12

10/11

Capital guaranteed funds

APIR code

Investment fund

IOF0311AU

IOOF WealthBuilder
Capital Guaranteed Fund

262.86

1.00

1.80

2.60

2.35

3.50

IOF0042AU

IOOF Capital Builder Bond

3.73

2.20

3.00

4.80

3.50

6.00

IOF0321AU

IOOF Estate
Essentials Bond

64.18

2.10

3.00

4.75

3.50

6.00

IOF0712AU

IOOF Deferred Annuity –
Capital Guaranteed Fund

3.73

2.00

2.50

4.15

3.00

5.00

Information in the Performance summary relating to investment bonds, deferred annuities and capital guaranteed funds is issued by
IOOF Ltd ABN 21 087 649 625, AFS Licence No. 230522. For more information about IOOF WealthBuilder please refer to the Product
Disclosure Statement available on the IOOF website (www.ioof.com.au).
Important information about the performance data
Past performance is not a reliable indicator of future performance.
For the funds listed in the above tables (excluding the capital guaranteed funds), performance is net of fund manager fees and
charges. Performance is based on exit – to – exit price for the period and assumes that all distributions (if applicable) are reinvested.
Investment management fees and other fees, expenses and tax (where applicable) are accounted for in the exit prices. Unit prices
may rise and fall in line with the value of the underlying assets. For the capital guaranteed funds, the annual bonus rates declared for
each fund for the applicable financial year are calculated net of applicable investment management fees, tax and other expenses.
Historical performance data is provided from the date that IOOF Ltd commenced management of the funds’ assets, which may
differ from the fund inception dates. Neither IOOF Ltd, nor any related body corporate within the IOOF group, or any investment
management company appointed to manage the investment assets of the funds, guarantees the performance of any fund (except
the capital guaranteed funds, where the return of capital is guaranteed). To the extent permitted by law, no liability is accepted
for any loss or damage as a result of any reliance on this information. The performance information is not intended to represent
investment or professional advice and does not take into account your personal financial circumstances.
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Contact us
We provide you with a number of options to make it easy for you to contact us regarding your investment.
Please contact our client services team via:
Website

www.ioof.com.au

Telephone 1800 002 217
Email

clientservices@ioof.com.au

Investments in this report are offered by IOOF Ltd (ABN 21 087 649 625) AFS Licence No. 230522 (“IOOF”). IOOF is a company in the
IOOF Group of companies which consists of IOOF Holdings Ltd (ABN 49 100 103 722) and its related bodies corporate. IOOF is not a
registered tax agent. You should consider the appropriateness of this information having regard to your individual situation and seek
taxation advice from a registered tax agent before making any decision based on this information. The information contained in this
brochure is general advice and is not intended to be a substitute for specific investment and/or taxation advice and does not take
into account your objectives, financial situation or investment needs. IOOF recommends that you seek advice from a licensed and
qualified financial adviser and/or tax agent before an investment decision is made. The WealthBuilder Product Disclosure Statement
should be considered when deciding whether to acquire, or to continue to hold, the investment in WealthBuilder.

INV-792

General Advice Warning

