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Ithough few of our clients panicked
‘ \ post September 11 2001, many of
you will be feeling a little
apprehensive about your investments and
also concerned about what to do with
your current savings. Initially the share
markets around the world dropped in
response to the September 11 disaster,
however once it was clear that governments
were determined to prevent a recession, the
share market valuations gradually returned
to their previous mid year levels.

The Australian economy has recovered
well and appears to be in good shape for the
coming year. Those who stick to their long
term investment objectives and goals should
do better than those
who react to short
term up and down
movements in the
market. Hence we see
no need to change the
general asset allocation
of your portfolio unless
your circumstances
have changed.

During 2001
investors generally
moved money to the
larger companies in
what is referred to as a ‘flight to quality’.
The top 100 companies on the ASX
returned 11.3% for the year compared with
a return of only 1.7% for the smaller
companies. It is quite surprising therefore
that ethical funds have performed so well
as they tend to consist
of a larger proportion
of smaller companies.

The comparative good
performance of ethical
funds is demonstrated

in the table (at right)
indicating the one year
and three year returns for
the major ethical funds.

There are now many

Retirement Planning

Portfolio Management

Ethical investment services aims to
combine investment integrity with
superior financial returns by offering
clients investment solutions that
match their ethical concerns.We
value a sustainable future and operate

for the long term prosperity of our
clients, our company, the environment
and the Global Community.

more ethical funds available than there were
as recently as two years ago. In a survey of
best performing funds for 2001 published
recently by the Australian Financial Review,
the Australian Ethical Balanced Trust was the
best performing Multi Sector Fund on a
three year performance assessment and both
the Hunter Hall Value Growth Trust and the
Australian Ethical Equities Trust were listed
in the top 13 funds. In addition the Hunter
Hall Value Growth Fund was ranked first
over the past year in the ASSIRT retail equity
trusts category. Most of the new ethical
funds do not have three year performance
figures and consequently miss out on being
included in these rankings. Amongst the
ethical funds,
Challenger’s Socially
Responsive
Investment Fund
achieved the “ethical
fund of the year”
award from Ethical
Investor Magazine.
Our prediction for
the coming year is
that the Australian
economy will
strengthen and there
will be a move
towards taking up opportunities in smaller
companies. Money will be moved from the
large banks as people take profits and
rebalance their portfolios. In this
environment Ethical Funds should again
provide good returns for our investors.
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Michelle Brisbane, Financial
Planner and Authorised
Representative, acknowledges
that personal goals are as
important as financial goals
and a good financial plan
can assist in achieving both.

to save money on a regular basis

can prove to be very tricky and like
many things in life, taking that first step is
often the hardest. Having specific
financial goals does help, but if you aren'’t
saving for anything in particular then
perhaps think of your savings as a safety
net for the future. Having some money
set aside will provide you with the luxury
of choice and the ability to make
conscious lifestyle decisions.

To help you get on track to financial
freedom, ethical managed funds often
provide the option of a regular
investment plan. Starting with a lump
sum of as little as $1,000, you can
instruct the fund manager to take out a
set amount from your bank account each
month to add to your investment.

If you have a specific goal in mind, we
can help you to work out how much you
must set aside each month to reach your
goal. Alternatively, we can show you what
your savings plan is likely to amount to
over a certain period of time if you
started regularly tucking away a small
amount now.

For example, the graph below shows
the potential effect of regular savings,
assuming an initial investment of $1,000
and regular monthly contribution of
$200 over a 10-year period:

Finding the motivation and discipline

Projected returns on 10 yr saving plan
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The benefits of
regu |ar SaV| ﬂg - unearthed

Assuming a 10% return on your
managed fund, your savings will have
grown to over $40,000 with a total
investment outlay of $25,000.

Remember that contributions to a
regular savings plan are usually flexible
and may be increased or decreased to fit
changes in your personal financial
situation.

Apart from the self-imposed discipline
of regular saving for wealth creation, one
of the major benefits of a regular
investment plan is the effect of dollar
cost averaging. Dollar cost averaging is a
principle that applies particularly to share
market linked-investments such as
managed funds, where investments are
made on a regular basis. It is a simple
idea that gives surprisingly successful
results.

When unit prices of the fund fall,
more units are acquired for the same
outlay and vice versa as unit prices rise.
By regularly investing the
same amount of money,
units will be bought at an
average cost that is usually
lower than the average unit
price over the same period.

It does not matter whether
the market rises or falls, as
long as the investment
amount is constant.

Dollar cost averaging is most
successful when used as a long-term
wealth accumulation strategy, as it is
possible to lose by this method if viewing
the results over the short-term.

As an example, assume $200 is
invested each month for six months.The
unit price starts at $10.00, and then falls
progressively for three months to $2.00
(an 80% decline) then rises back to the
original price of $10.00 by the sixth
month as shown in the table below.

The total outlay of $1,200 has
purchased 231.6 units. At the end of the
period the units are worth $10 each
making your total investment worth
$2316. This means that the value of the
investment has appreciated 93% over 6
months, and this during a period when
the unit price actually fell by 80% and
only recovered back to where it started.

If you would like to learn more
about starting your own regular
savings plan or the different
products that we offer, please
contact a member of staff at
Ethical Investment Services.

Having some money set aside
will provide you with the
luxury of choice and the
ability to make conscious
lifestyle decisions.

Total outlay $1,200

Total number of units purchased
= 23160

Average price paid per unit
= $1,200/231.60 = $5.18

Average unit price over the
period = $7

Value of investment in June
=231.60 x $10 = $2316

MONTHS Jan Feb Mar Apr May Jun
Investment ($) 200 200 200 200 200 200
Unit Price ($) 10 6 2 6 8 10
Units Purchased 20 333 100 333 25 20




Capitalising on JrOWth

here is a well-known financial investments will be subject to tax at your
I conundrum that translates into marginal tax rate.
what we call the trade off between Capital growth investments will be
risk and return. To obtain the highest subject to capital gains tax (CGT) once
long-term returns, it is necessary to you decide to redeem your investment.

stomach a fair amount of investment risk, For individuals, the new CGT provisions
which could mean negative returns over ~ make capital growth investment

Anne-Marie Spagnolo,
Financial Planner and

the short to medium term. particularly attractive because only 50% Authorised Representative,
Investments fitting into the high-risk of any realised capital gain will be subject encourages clients to start

category can generally be referred to as  to tax, provided the investment has been saving earlyin life so as to

“capital growth” investments. Capital held for at least 12 months. If you have MEKIT)-Seoiigps I latgy lfe.

growth investments include property control over timing, you may defer the

investments and share market investments sale of an asset until a time when a lower

where investors rely on an ipcregse in personal tax rate may apply to you. that provided you take sound financial

the value of the asset a§ their main for.m There are a growing number of advice when selecting your ethical

pf return. (By contras.t mcgme generating  ethically mana}ged fur_1ds on the market product, there is potential for you to

investments, suc_h as flxed_mterest that can pr_owde _capltal growth. - achieve strong long-term returns without

products, are suitable for investors who opportunities. It is a matter of identifying compromising your ethical concerns.

are after income rather than capital the fund that fits in with your particular

growth or who do not like volatility). objectives and time horizon. Please contact a member of
Unless you require income from your The table on page 1 illustrates how staff at Ethical Investment Services

investments or have a short time frame, it the returns from ethical managed funds to talk about growth orientated

is preferable to target capital growth have compared to the average returns of  ethical investment options that

returns as any income from your the market. This evidence would suggest  are suitable to your situation.
Renewable energy use is expected to expand biomass and hydro energy. Most of Australia has
significantly in Australia in the next decade. an abundance of sunlight and many parts have
One of the reasons for this is the government’s  good wind, water or biomass resources, yet in
initiative for a mandatory extra 2% target for 1998 only 6% of Australia’s energy was from
renewable energy in the electricity market. renewable sources. This would indicate signifi-
Renewable energy is any source of energy that cant opportunities for companies involved in
can be used without depleting its reserves. renewable energy technology which should
These sources include sunlight, wind, wave, transfer into good returns for ethical investors.
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If it’s been more than 12 months since
you spoke to your financial planner or
if your circumstances have changed in

any way, contact Ethical Investment

Services on (03) 9853 0995 today to Financial Plar.ming Portfolio Manaqement
arrange a review. Superannuation Investment Advice
Retirement Planning Ethical Share Advice

The content of this article contains general securities advice only, which is not intended for any

We can help you assess the performance

Of yOUf f|nanC|a| plan and Strengthen |t particular client. In preparing the content, Ethical Investment Services Pty Ltd has not taken into
account any particular customer’s investment objectives, financial situation or particular needs.

fOI’ the futu re. Accordingly, before acting on any advice contained in the content, you should contact your

financial adviser to consider whether the advice is appropriate in light of your particular
investment needs and circumstances.
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