
how long it lasts will depend on the 
war, the sanctions, and the reaction 
of policymakers.

The Conference Board forecasts that 
US annual growth in 2022 should 
come in at 3.0% year-on-year. 
Looking further ahead, they forecast 
that the US economy will grow by 
2.3% year-on-year in 2023. In light 
of Russia’s invasion of Ukraine, 
they have downgraded their 2022 
and 2023 growth expectations and 
increased their inflation forecast. 
While acknowledging that the severity 
and duration of the negative impact 
on economies are difficult to predict, 
their base case for major commodity 
prices suggests the war is costing the 
US economy about 0.5% per annum 
of lost GDP.

Chinese economic growth faced the 
following challenges in the first quarter:

• Retrenchment in the property sector;

• Zero COVID policy resulting in 
restrictions on personal movement 
and business; and

• Declining domestic demand.

As a result, and in direct contrast to 
many other nations, the authorities 
have been loosening monetary policy 
to stimulate growth and support 
the economy.

Euro area annual inflation is expected 
to be 7.5% in March 2022, up from 
5.9% in February according to a flash 
estimate from Eurostat, the statistical 
office of the European Union. The war 
in Ukraine is driving up inflation via 
second-round effects, originating from 
high energy prices and affecting a wide 

Global economy
On the inflation front, notably in the 
US, prices of durable goods were 
unchanged from January to February, 
while prices of non-durables were 
up by 1.8%, largely due to rising 
energy prices. Prices of services 
were up 0.3%. While there were 
some promising signs in the February 
inflation data, the reality is that the 
war in Ukraine has led to dramatic 
increases in the prices of energy, food, 
and some key minerals. Most of this 
was not factored into the February 
inflation figures, as the war started 
in late February. These impacts will 
show up in the inflation data in the 
months to come, exacerbating and 
prolonging inflation in the US and 
elsewhere. How bad this gets and 
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array of products and services. These 
dynamics are currently exacerbated 
by renewed COVID-19 restrictions 
in China upsetting supply chains.

Australia
Job Vacancies rose 6.9% in the 
three months to February to 423.5k. 
Vacancies are now 86% higher than 
pre-pandemic levels. Underscoring 
the strength of labour demand even 
after employment has more than 
recovered from lockdown impacts, 
there are now just 1.3 unemployed 
people per job vacancy, less than half 
the number prior to the pandemic 
of 3.1. Job vacancy data continues 
to indicate a very high level of demand 
for workers post the lockdowns.

The Federal Budget was delivered 
on 29 March. The Budget was 
both a pre-election Budget and 
a progression to the next phase 
of fiscal policy, following the 
significant support provided to the 
economy over recent years. Key 
policy initiatives announced include 
measures to help offset the rising 
‘cost of living’ (including a temporary 
reduction in the fuel excise, a one-off 
Cost-of-Living Payment to pensioners 
& other concession holders and a 
Cost-of-Living Tax Offset for more 
than 10 million low and middle 
income earners).

Commodity-rich Australia is one of 
the very few countries to receive an 
economic growth upgrade by the 
International Monetary Fund (IMF), 
after the global outlook was slashed 
due to the war in Ukraine and soaring 
inflation. Australia is expected to 

It does not matter 
how slowly you 
go, as long as you 
do not stop.

Confucius
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receive a boost from the surge in the 
price of commodities such as gas, 
iron ore, coal and wheat.

The International Monetary Fund’s 
World Economic Outlook tipped 
Australia’s economy to expand by 
4.2% in 2022, up from 4.1% forecast 
in January. While only a modest 
upgrade, it bucks the trend of the IMF 
slashing global growth by 0.8% to 
3.6% this year because of the war in 
Ukraine, supply chain disruptions and 
surging energy prices.

Fixed income and 
currencies
Australian yields rose at a rapid pace 
during the March quarter, with the 
three-year bond yield increasing by 
a staggering 1.42%. The long end of 
the curve rose 1.17%, which was also 
an incredibly large move by historical 
standards. This means any investors 
holding Australian Government bonds 
in general, would have experienced 
significantly negative returns 
this quarter.

Similar to the Australian market, the 
US three-year bond yield skyrocketed 
up by 1.55% over the March quarter.

Also, during the March quarter, the 
credit spread for Investment Grade 
Credit widened by 36 basis points. 
Interestingly, given the uncertainty in 
markets, High Yield spreads tightened 
in March by 15 basis points. This is 

likely to have been a rebound of sorts, 
given High Yield spreads are still 92 
basis points wider than at the start 
of the year.

Credit market fundamentals remain 
sound with credit rating agencies 
forecasting default rates to remain 
well below historical averages. 
The recent flattening of the US 
yield curve has left many investors 
wondering whether a US recession 
is on the horizon and whether they 
should adjust their portfolios in 
response. Interestingly, another 
indicator of recessions has been 
the spread between 3-month and 
10-year Treasuries. Currently, this 
spread isn’t sending signals of an 
economic slowdown.

The Australian dollar (AUD) rose 
3.02% against the US Dollar (USD) 
to 0.7482 over the March quarter. 
We also saw a 4.09% increase in 
value against major trading partners 
($A TWI) for the quarter.

Shares
The Australian market on a price basis 
gained 0.74% over the March quarter. 
The leading sectors were Energy (up 
25.09%), Utilities (up 12.72%) and 
Materials (up 11.84%), all of which 
benefitted from the war. I.T. was the 
worst performer (down 14.04%), 
followed by Health Care (down 
10.65%) and Consumer Discretionary 
(down 10.59%).

From a market capitalisation 
perspective, small caps 
underperformed large caps by around 
6% for the quarter. In line with global 
markets, at a style level, Growth and 
Quality were the worst performing 
styles for the quarter.

Value and Value Weighted were the 
best styles for the quarter. This is 
likely due to the market pricing in 
likely interest rate rises by the RBA, 
which will more likely have a greater 
impact on Growth stocks than Value 
stocks from a valuation perspective. 
This is somewhat emphasised by 
the high valuations in general for 
Growth stocks.

International markets performed 
poorly during the March quarter, 
with all of the major overseas markets 
except the FTSE 100 producing 
negative returns. 

From a style perspective, all styles 
produced negative returns for the 
quarter, with the exception of Equal 
Weight, which only just managed 
positive territory (0.6%). Growth and 
Quality were the worst performers 
for the quarter, down by 12.3% and 
11.2% respectively.
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Personal deductible 
super contributions
If you make a personal super 
contribution, you may be able to claim 
the contribution as a tax deduction 
and reduce your taxable income. The 
contribution will generally be taxed in 
the fund at the concessional rate of 
up to 15%, instead of your marginal 
tax rate which could be up to 47%. 
Depending on your circumstances, 
this strategy could result in a tax 
saving of up to 32% and enable you 
to increase your super.

Concessional 
contributions caps
Personal deductible super 
contributions like super guarantee 
and salary sacrifice contributions 
count towards your concessional 
contribution cap. An annual cap on 
concessional contributions applies 
each financial year. The concessional 
contributions cap for the 2021/2022 
financial year is $27,500 but if your 
total super balance last 30 June 
2021 was less than $500,000 your 
concessional cap may be higher. In 
fact, your concessional cap might be 
over $100,000 if your fund has not 
received a concessional contribution 
in the last few years.

Carry forward 
concessional 
contributions 
Your unused concessional 
contributions cap can be carried 
forward for up to five years allowing 
a concessional contribution greater 
than $27,500. Unused concessional 
contributions from the 2018/19, 

Consider making a (larger) personal 
deductible contribution before 30 June
By making personal contributions to your super, you may be able to claim a tax deduction 
to reduce your tax liability which may allow you to pay less tax and invest more in super. 
If you have not fully used your concessional contribution cap in previous years, now might 
be the time to make a larger personal deductible super contribution.

2019/20 and 2020/21 financial years 
can be used in the current financial 
year if your total super balance at 
30 June 2021 is less than $500,000.

Opportunity
Now may be a good opportunity 
to use any available carry forward 
concessional contributions to reduce 
your tax and build super for retirement. 
For example, you may have realised 
a large capital gain, received a large 
bonus or simply received a pay rise 
and would like to make a larger 
deductible super contribution.

How can you claim the 
deduction? 
To be eligible to claim the super 
contribution as a tax deduction, 

you need to submit a valid ‘Notice 
of Intent’ form to your super fund. 
You will also need to receive an 
acknowledgement from the super 
fund before you complete your tax 
return, start a pension, withdraw or 
rollover money from the fund to which 
you made your personal contribution. 
Make sure you can utilise the 
deduction – as it is generally not 
tax-effective to claim a tax deduction 
for an amount that reduces your 
assessable income to a point where 
you are not paying any tax. This is 
because you would end up paying 
more tax on the super contribution 
than you would save from claiming 
the deduction.

If you have any questions, 
please contact us.

When it comes to your 
retirement, financial advice 
can make all the di�erence.
If you’re getting closer to retirement, you’re probably exploring 
all the things you’d like to be doing: spending more time on 
hobbies, more time travelling or simply less time working.

One thing you want to make sure of is that you have a steady 
income stream to make the most of what you really want to do. 
And that’s where the value of �nancial advice has been proven 
to help those with a goal achieve what they want.

Of those who set goals with a �nancial adviser, 86% said 
�nancial advice helped them achieve their goals.*

This key insight came to light in a groundbreaking survey 
of over 12,000 Australians in conjunction with CoreData. It 
found the bene�ts of �nancial advice helped whatever your 
age, wealth or gender. So, whatever you’re looking to achieve 
in retirement, we are  here to help. We can provide you with 
professional advice for your �nancial planning needs. 

Let us help you plan for your retirement.  
Call us today to arrange a meeting.

The true value of advice

Source: *IOOF Survey 2020: The True Value of Advice – A study of 12,643 Australians
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The power of positive thinking
“A negative thinker sees a difficulty in every opportunity. A positive thinker sees 
an opportunity in every difficulty.” – Anon.

These methods can really help to 
boost positive thinking and make 
it a lasting habit

• Surround yourself with positive 
people. It makes it much easier 
to think positively when you
are surrounded by people who 
reinforce those emotions!

• Practice positive self-talk. If your 
inner monologue is mainly positive,
it creates an environment within 
yourself for positive emotion
and thought.

• Identify the areas that need work.
Have a think about where the 
negative thoughts creep in the 
most, and make more effort with 
positive self-talk in these situations.

• Lead a healthy lifestyle. If you feel
good, you are more likely to have 
good thoughts and a better outlook.

• Make time for things you enjoy. 
Your passions give you good
feelings, so making time for them 
means more time spent harbouring 
positive thoughts.

Have you ever had a day, or even a 
moment, where it felt like everything 
had just fallen into place and you 
were completely content? Or have 
you managed to talk yourself up to 
get through something challenging or 
difficult? These instances are usually 
the kind of results that come from 
thinking positively. In recent years there 
has been a shift towards the study of 
positive thinking and the power it can 
have on a situation and how we handle 
it. The findings are overwhelmingly 
showing that positive thinking can have 
huge benefits in all aspects of our lives.

Positive thoughts are closely linked 
with emotions such as joy, love and 
contentment. They allow us to deal 
with unpleasant or negative situations 
in a more productive manner because 
we are better able to focus on the 
bigger picture. Positive thinking is also 
known as optimism, and expands our 
awareness to better accommodate 
inspired, resourceful ideas and thoughts. 
This has a big impact on our self-esteem 
(the regard we hold ourselves in) and 
self-confidence (our belief in our own 
ability to navigate a situation).

As well as the effects on self-esteem, 
positive thinking has been linked to 
significant improvements in physical 
health when compared to constant 
negative thinking. These health 
benefits include, but are not limited to:

• Decreased rate of depression 
and stress

• Better cardiovascular health, and 
a decreased risk of heart disease

• Lower blood pressure

• Improved psychological health

• Increased life span

Positive thinking allows us to widen 
our view of things and see the 
bigger picture. In contrast, negative 
thoughts keep us focussed inwards 
on ourselves, and the immediate 
problem. By thinking positively, we 
are more inclined to be considerate 
towards others because our viewpoint 
isn’t narrowed. This is likely to 
improve our relationships with those 
around us, as we can invest more 
of ourselves into others, rather than 
using up energy on negative thought. 
By working on positive thinking, we 
can build more productive, positive 
relationships with our friends 
and family.

On the opposite side to positive 
thinking is negative or pessimistic 
thinking. This includes thoughts 
based on the emotions of anger, 
fear, jealousy, or stress. The brain’s 
automatic response when faced 
with these emotions is to narrow 
our field of view and focus all our 
thoughts on one thing, making it 
difficult to stop thinking about the 
negative and see the bigger picture. 
This can lead to increased stress or 
anxiety, and in prolonged, severe 
cases can exacerbate the symptoms 
of depression. Making an effort to 
promote positive thinking can really 
help with identifying and decreasing 
negative thoughts.

Source: Benestar. Explore more health and wellbeing resources by visiting www.benestar.com.
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