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PARTNER OVERVIEW
Like many of our clients, the COVID-19 pandemic continues to cause
disruption to business operations with all but a couple of our team
members working from home. Even though we are working remotely, we
continue to be here to support all of our clients, especially those in New
South Wales and Victoria who are in lockdown. Whilst getting your work
done this year may be a little different and in some cases, may take a little
longer than normal, one thing remains constant is our commitment to
provide quality service and support to our clients.
Our team have been frantically coming to grips with the ever changing
NSW Government support packages and assessing how our clients are
impacted by the eligibility criteria. We have endeavoured to reach out to
all of our clients who may be impacted and apologise to anyone who we
may have missed. If you have been impacted by the recent lockdown in
New South Wales and haven’t applied for any of the support packages,
please contact your team member at CIB who will be able to assist you in
determining what support packages are available to you.

BRADLEY ROSS
Partner

Financial support is not always enough and some of you or your team may
be struggling emotionally as a result of the lockdown. There are a number
of government and not for profit mental health support programmes to
help those struggling to cope with the current situation and we encourage
you and your team to seek support when necessary.
Whilst the pandemic and in particular, the number of community
transmitted infections dominate the news, the business and tax world
continues to spin at a rapid rate. It is important for our business client’s to
continue to work on their business not just in it during these times and in
this edition we have asked Damian Koryzma, one of our Business Advisory
Managers, what advice he’s giving to clients to help them manage their
business.
Earlier this year, I was fortunate enough to be able to attend the DFK
Australia and New Zealand annual conference where CIB was announced
as the 2021 Firm of the Year for the Australia & New Zealand region. It was
with great pride that I, along with fellow partner, Radlee Moller, were able
to accept the award on behalf of our fellow partners and the team at CIB.
Being recognised by your peers for the work that you do with your clients
and within the accounting profession is a great achievement and one that
cannot be achieved without a great team and great clients.
We will continue to strive to create, build and protect the future of our
clients, people and community.
Finally on behalf of the partners and staff of CIB, I would like to extend our
great appreciation to all the front line workers who have been tirelessly
working to keep us safe during this pandemic.

IMPORTANT: Information contained in this newsletter is not advice. Clients should not act
solely on the basis of material contained in this bulletin. Items herein are general
comments only and do not constitute or convey advice per se. Also, changes in legislation
may occur quickly. We therefore recommend that our formal advice be sought before
acting in any of the areas. The bulletin is issed as a helpful guide to our clients and for their
information.
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Tax Updates
WORKING FROM HOME DEDUCTIONS
The ATO has extended the temporary COVID-Rate of working from home deductions for employees for the entire period 1 July
2020 to 30 June 2021.
The COVID- Shortcut rate allows employees to claim 80 cents for each hour worked from home. If the shortcut method is
used, there are no further allowable deductions for working from home.
Employees are required to keep a diary of hours worked from home as substantiation of the deduction.
The alternative methods of fixed rate and actual cost method are still available if required.

VALUATIONS FOR YOUR SELF MANAGED
SUPERANNUATION FUND

INCREASE IN SUPERANNUATION RATE
AND LIMITS

All the assets held in a SMSF are required to be revalued at
the end of each financial year.

The compulsory employer superannuation payments are
increasing from 9.5% to 10% from 1 July 2021. Please
ensure you update your payroll software or manual
calculations as required.

This requirement is particularly relevant for funds in
pension mode, as the subsequent year minimum pension
amount is calculated as a percentage of the prior year
members pension balance.
For SMSFs which hold real estate, this is a reminder that a
new valuation must be obtained each year.
The ATO will accept a real estate agent valuation where
supporting data is provided to determine the valuation. If
the real estate holding is particularly unique, a registered
valuers appraisal may be prudent.

CAR LIMIT CHANGES
The depreciation cost limit for motor vehicles will increase
on 1 July 2021 to $60,733 from the prior year of $59,136.
The luxury car tax threshold has also increased on 1 July
2021 to $69,152 for general cars and $79,659 for fuel
efficient vehicles.
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Additionally, the concessional contributions cap for
superannuation contributions increases from $25,000 to
$27,500 from 1 July 2021.

TEMPORARY FULL EXPENSING OF
DEPRECIATING ASSETS
Businesses with turnover of less than $5 billion are able to
temporarily claim the full purchase on any eligible new
depreciating asset purchased and installed ready for use
between 6 October 2020 and 30 June 2022. This full
expensing also includes any costs incurred on
improvements to existing depreciating assets.
Businesses with turnover of less than $50 million are also
able to fully expense the purchase cost of second-hand
depreciating assets.

CHANGES TO ATO ONLINE
SERVICES
The old ATO Business Portal was retired at the end of July
2021 with all ATO services now being provided through ATO
Online Services.
In order to use Online Services, your business is required to
have Relationship Access Manager (RAM) and all users need
to have a myGovID.
If you have not already made the switch, and need
assistance with the process, please contact your CIB
representative.

For businesses other than small businesses, a business can
opt-out of the temporary full expensing provisions on an
asset by asset basis.
For business that are eligible for the small business
depreciation concessions (turnover of less than $10 million)
the full expensing of new and second hand depreciating is
available, along with full expensing of the value of their small
business depreciation pool.

IMPROVEMENTS TO ATO
ONLINE PAYMENTS
ATO Online Services has enhanced the payments function
as follows:

TAX OFFICE INTEREST RATES
If you have overdue unpaid tax liabilities or there is an
excessive shortfall in an incorrectly varied or estimated
income tax instalment, you will be required to pay General
Interest Charges (GIC).
If your tax return has been amended and your liability has
increased, an interest will be applied to the shortfall amount
known as the Shortfall Interest Charge (SIC).
GIC and SIC rates are reviewed and updated quarterly.
The rates for the first quarter of the 2022 financial year is
7.04% for the General Interest Charge whilst the Shortfall
Interest Charge is set at 3.04%.

•

Allows for up to three debit or credit card to
be saved to your account

•

Set up a payment plan for automatic direct
debits from a card

•

One off payments using a card

ATO Online Services also allows taxpayers to setup their
own payment plan when the tax debt is less than $100,000.
The portal will provide a suggested up-front amount and
payments via instalments, however this can be tailored to
your specific business needs.

WORKPLACE ADVICE SERVICE
If you have a dispute with an employee and require
professional advice on how to resolve the matter, the Fair
Work Commission’s Workplace Advice Service is able to
offer free legal services to employers and employees.
The Commission partners with law firms, community legal
centres and legal aid to assist both parties on working
through employment issues such as unfair dismissal,
general protection and anti-bullying.
In order to be eligible for the service, your business must
have fewer than 15 employees and don’t have:

NSW PAYROLL TAX CHANGES
The NSW Payroll Tax threshold for the 2021 year has
increased to $1,200,000 and was backdated to 1 July 2020.
The rate of NSW payroll tax has also reduced to 4.85% for
the 2021 and 2022 financial years.
We note that if your business only has employees for part
of the year, then the threshold amount is required to be
prorated for each monthly period as follows:

Days in Month

Threshold

28 days

$92,055

30 days

$98,630

31 days

$101,918

If the increase in payroll tax threshold means that your
business is no longer liable for payroll tax, you are required
to lodge a payroll tax cancellation form.

FUEL TAX CREDITS
The Fuel Tax Credits system now has the option for a
simplified claim if the total claim amount is less than
$10,000 each year.
To use the simplified rate, all that is required is the distance
travelled by eligible vehicles and the amount of eligible
diesel acquired for the use in a heavy vehicle during the
period.

5

•

Membership of an employer association

•

In-house staff who specialise in workplace
relations and human resources

•

Legal representation

This service aims to reduce the barriers to access simple
legal advice, particularly where an application does not
have merit.

GOVERNMENT
SUPPORT FOR SMEs
The federal and state governments have jointly announced new support measures for New South Wales in the midst of the
current pandemic situation in Greater Sydney.
Both the federal and state governments will now jointly fund a new Small and Medium Business Support Payment for eligible
businesses in New South Wales. In addition to this, previously announced grants have have also been expanded and some
additional support measures have also been introduced.
Here is a quick guide of the different types of supports that are available to businesses and how you are able to access them.
It’s important to note that some of these grants may require an “Accountants Letter” to confirm a decrease in revenue,
contact your CIB Advisor for assistance.
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NSW Lockdown: Small and Medium Business Support Payments:
Eligibility

Payment Amount

Next Steps

Your turnover is 30 percent lower
than an equivalent two-week period
in 2019

Eligible entities will receive 40% of their
NSW payroll payments, at a minimum
of $1,500 and a maximum of $100,000
per week

Register your expression of interest
on the Service NSW website so that
you are notified when available

You annual turnover is between
$75,000 and $250 million
Full time, part time and long-term
casual staffing level have been
maintained as of 13 July 2021

For non-employing businesses, such as
sole traders, the payment will be set at
$1,000 per week

Consult with your adviser in regards to
the various eligibility requirements
including
decline
in
turnover
calculations.
Apply via the Service NSW website
from 26 July – your business will need
a MyServiceNSW Account and
business profile setup if it doesn’t
already.

NSW Government’s Small Business Grants

What’s Available

Next Steps

The NSW Government has extended and expanded the
previously announced grants program with grants
between $7,500 and $15,000 available to eligible
businesses with annual Australian wages up to $10 million.

Consult with your adviser in regards to the various eligibility
requirements including decline in turnover calculations.

Available Grants Include:
Small Business COVID-19 Support Grant
Hospitality and Tourism COVID-19 Support Grant*
The NSW Government has also announced a Micro
Business Grant of $1,500 per fortnight for eligible
businesses with turnover between $30,000 and $75,000.
*At time of publication, there was talk that this would cease
– more details to come once further announcements have
been made
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Apply via the Service NSW website from 19 July (Small
Business COIVD-19 Support Grant) or 26 July (Micro
Business Grant).

COVID-19 Disaster Payment
Eligibility
Australian resident or working visa
17 years or older
Not in receipt of certain support
payments
Live in, work from or visited a
Commonwealth COVID-19 hotspot
The requirement to have liquid assets
of <$10,000 will not apply

Payment Amount

Next Steps

From week 4 of the lockdown, the
following weekly payments can be
claimed by individuals who have lost
more than 8 hours or a full day of work
in a week:

Assess your eligibility against the
criteria
Apply via Services Australia website.

lost 20 hours or more $600
(previously $500)
lost between 8 and 20 hours $375
(previously $325)
Payments will continue whilst the
hotspot and lockdown restriction
continue without the need to reapply
every 7 days.

Commonwealth Business Tax Relief
What’s Available
NSW small business grants will be tax exempt
Administrative relief will be provided to NSW taxpayers
facing hardship. This includes reduced payment plans, no
interest charged on late payments and varying instalments
on request.

Next Steps
Speak to your adviser if you’re experiencing difficulties in
paying your tax debts or upcoming tax liabilities. We can
assist you with setting up payment plans with the ATO
and/or varying tax installments..

Landlord Support

What’s Available

Next Steps

Land Tax relief of up to 100% of the land tax liability will be
available to residential and commercial landlords that pay
land tax and reduce rents for their tenants.

More details will be available once released by the NSW
Government

For residential landlords that reduce their tenant’s rent
and are not liable to land tax, a grant of up to $1,500 may
be available on application if qualifying criteria are met.

It’s expected that applications will be made through
Revenue NSW once available
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Payroll Tax Deferral and Relief
Eligibility

Next Steps

All businesses paying payroll tax in NSW will be able to
defer their payroll tax payments until 7 October 2021

Prepare your 2020/21 payroll tax annual reconciliation and
July and August monthly payroll tax calculations as early as
possible so you can start planning your cashflow

Businesses with annual payrolls between $1.2m and $10m
may be eligible for a payroll tax relief of 25% of the
business’ annual liability.

Tenant Eviction Moratorium
Eligibility

Next Steps

Residential tenants who have lost 25% or more of their
income due to COVID-19 will have a moratorium on
eviction for 60 days.

Discuss with your landlord if you are having difficulty paying
rent
More details will be available once released by the NSW
Government.

Specific criteria for eligibility and details of how this
measure will apply are expected to be released shortly,
with NSW legislation to follow.

Mental Health Support
What’s Available

Next Steps

The Federal and NSW governments will provide an
additional $17.35m to support mental health programmes
in NSW targeted through existing providers

If you need extra support during this time, please contact
one of the recommended NSW Health support lines such as
Beyond Blue, Lifeline, Kids Helpline and so forth.

Read the full article
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EXPERT INSIGHTS: HEAR
FROM A CIB BUSINESS
ADVISORY MANAGER
We asked Business Advisory Manager, Damian Koryzma what advice he’s giving his clients to manage through this
unpredictable and difficult time.
Here are his thoughts;
• Focus on the work you have and can do. Provide your customers with the same quality product, service and
attention you would in normal times. Maintaining a high level of customer service will ensure your customers
stay with you during and after lockdown
• Work when you can work and make the most of a bad situation – i.e. don’t close your doors, unless you are
forced to, and if you have some sort of work already in progress try to do this even if it is for sanity purposes
• Unless there’s no alternative, don’t lay off your workers as this is a crucial criteria of the business support
program, in which you need to maintain the same headcount from the 13/7/2021 throughout the business
support payment period and is done to ensure continued employment after lockdown
• Revisit your finances and make sure you have sufficient working capital to cover loan/finance repayments (if
applicable). If you don’t, then you may consider contacting your bank to get ahead of the curve and put some
support measures in place to assist you during this time
• From experience with the last run of grants provided by the Government many were asked to repay these
amounts back. Therefore it is important to understand the rules around the eligibility for the grants and do
not attempt to manipulate your data to secure the support grant/s as this was a focus for the Tax Office the
last time. Note that at CIB we don’t encourage nor support such schemes and will not be a party to such
actions
• On a more personal note; do what you can to remain mentally and physically healthy and reach out as much
as possible to family, friends as well as your colleagues and employees.
• Importantly, don’t hesitate to reach out to your CIB manager if you are concerned about your business
situation, we will do everything we can to help relieve some of that pressure.

HOW COVID-19 HAS
CHANGED WORK RELATED
EXPENSES
DFK Australia & New Zealand

Working from home has become a popular choice since the beginning of 2020 and the tax office has adjusted their shortcut
work from home deductions to help accomodate the lockdown period.
This temporary shortcut method for calculating working from home expenses is available for the full 2020-21 financial year.
It allows an all-inclusive rate of 80 cents per hour for every hour people work from home, rather than needing to separately
calculate costs for specific expenses.
All you need to do is multiply the hours worked at home by 80 cents, keeping a record such as a timesheet, roster or diary
entry that shows the hours your worked.
Remember – this shortcut method is temporary. If you want to claim part of an expense over $300 (such as a desk or
computer) in future years, you still need to keep your receipt.
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Claiming Personal Protective Equipment (PPE)
If your specific duties require physical contact or close proximity with customers or clients, or your job involves cleaning
premises, you may be able to claim items such as gloves, face masks, sanitiser, or anti-bacterial spray.
This includes industries like healthcare, cleaning, aviation, hair and beauty, retail and hospitality.
To claim your PPE, you’ll need to have purchased the item for use at work, paid for it yourself, and not been reimbursed. You
also need a record to support your claim – a receipt is best.

Claiming Clothing, laundry, self-education, car and travel expenses
In 2020, we saw a decrease in the value of work-related expenses for cars, travel, non-PPE clothing and self-education as a
result of the introduction of travel restrictions and limits on the number of people who could gather in groups. We expect this
trend to continue in the 2021 tax returns.
If an employee is working from home due to COVID-19, but needs to travel to their regular office sometimes, they cannot
claim the cost of travel from home to work as these are still private expenses.

“If an employee
needs to travel to
their office from
home, they cannot
claim the cost”
Case Study - Overclaiming work-related expenses
A Canberra administrative worker fraudulently received nearly $7,000 in refunds after claiming work-related car, travel,
clothing and self-education expenses he wasn’t entitled to. He had his fraudulent claims knocked back in 2018, after he
couldn’t provide any receipts, instructing the tax office to “just process the return”. He tried it on again in his 2018 and 2019
returns, this time providing a fake letter from his employer.
Given the brazen and repetitive nature of the fraud, the taxpayer was prosecuted and now has a criminal record. He was also
fined $1,800 from the tax office.

Additional Information
To help people find out what they can and can’t claim, the tax office created nearly 40 occupation and industry guides. This
year they have added three new guides for gaming attendants, community support workers and recruitment consultants.
Scan the QR code below to access the guides.
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CRYPTOCURRENTY: HOT ON
THE TAX OFFICE HIT LIST
With the dramatic increase of cryptocurrency trading since 2020, it’s no surprise that the Tax Office want to get their hands on
the tax from the gains generated from this trading.
The Tax Office has implemented a cryptocurrency data-matching program, which will scrutinise cryptocurrency transactions
and account information from designated service providers until the end of the 2023 financial year. It is expected that records
relating to 400,000 to 600,000 individuals will be obtained each year under the program.
The data obtained identifies the buyers and sellers of crypto assets and will include identification details including names,
addresses and phone numbers as well as transaction details such as bank accounts, transaction dates and coin type. The
collection of this data is designed to uncover individuals who have failed to report a disposal of cryptocurrency and the
appropriate gain or loss in their income tax return.
The Tax Office is also writing to approximately 100,000 taxpayers with cryptocurrency assets, explaining their tax obligations
and urging them to review their previously lodged returns.
The Tax Office expects approximately 300,000 taxpayers to report their cryptocurrency gains or losses in their 2021 tax return.
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I’ve been investing in Cryptocurrency, now what?
Generally if you buy, sell, swap for fiat currency, or exchange one cryptocurrency for another, it will be subject to Capital Gains
Tax (CGT). This is irrespective of whether you see yourself as an investor, trader or just using crypto currency as another form
of currency to buy or sell goods or services
Capital Gains Tax also applies to the disposal of Non-Fungible Tokens (NFTs) – a unit of data stored on a digital ledger,called
a blockchain, which certifies a digital asset to be unique and therefore not interchangeable. Non-Fungible Tokens can be used
to represent items such as photos, videos, audio, and other types of digital files.
If you realise you’ve made a mistake and have not reported all of your cryptocurrency gains and losses you should amend
your income tax return to include them. This may significantly reduce the penalties imposed than will be imposed if the Tax
Office amend your income tax return during an audit.
If you transact or have transacted with cryptocurrencies in the past, it is important to keep a good record of all your
transactions and to include all gains and losses in your income tax return.

“If you transact of have
transacted with
cryptocurrencies in the past, it is
important to keep a good record
of all your transactions

”
What record keeping is required?
You need to keep records of the following in your transactions:
1.
2.
3.
4.
5.
6.

Date of transaction
Value in Australian Dollars (even if the transaction is crypto to crypto)
Purpose of transaction and to whom
Receipts of any purchases and transfers
Records of Agent, accountant and legal costs
Software costs in managing your tax affairs

You should start keeping these records now and not just when you sell, trade or swap cryptocurrencies as it is important to
track the costs of the cryptocurrencies to ensure that your tax liability can be minimised.

Capital Gains Tax and Cryptocurrency
A Capital Gains Tax event occurs when you buy, sell, swap for flat currency, or exchange one cryptocurrency for another , or
dispose of your cryptocurrency. In addition gifting or using cryptocurrency for goods or services would be considered a
Capital Gains Tax event.
The Tax Office matches data from cryptocurrency designated service providers to individual’s tax returns, to ensure investors
are paying the right amount of tax.
Businesses or sole traders that are paid cryptocurrency for goods or services, will have these payments taxed as income
based on the value of the cryptocurrency in Australian dollars.
If you held your cryptocurrency for at least 12 months and have made a gain on that cryptocurrency you may be entitled to
the general Capital Gains Tax discount. In limited circumstances cryptocurrency may be considered a personal use asset.
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“The Tax Office expects
approximately 300,000 tax
payers to report their
cryptocurrency gains or losses
on their 2021 tax return.

”
Case Study
A Client who had been trading in Cryptocurrency for many years, hadn’t given much thought to the implications on taxes of
cryptocurrency. Jump to 2020 end of financial year and Client receives a letter from the Tax Office, requesting that he report
capital gain or loss on his tax returns.
The letter he received states that the Tax Office received information of disposed cryptocurrency and that disposal of
cryptocurrency for goods, cash or other cryptocurrencies are considered as disposal for the purposes of capital gains tax. In
this case, the letter has also requested for the client to include a capital gain or loss in their income tax return.
The letter further states that if the client gets audited in the future and capital gains tax was not reported correctly, heavy
penalties will apply.

As the client had purchased cryptocurrency using funds from his company, he reported it on his company’s income tax return
that year.
However, he had signed up for crypto-trading at a time where the exchange only allowed investors to be registered in the
individual’s name, and as such, a notice of cryptocurrency transaction popped up again in his personal name when
completing his individual tax return. This could result in double taxation of the same transaction.
To resolve this situation, a declaration of trust had to be submitted, noting that the trading was for the company, and not for
the individual.
With increased data-matching capabilities, not reporting or attempting to report less than required on any cryptocurrency
activity you’ve engaged in as an individual or business to the ATO, is certain to be detected.
If you have any concerns regarding your cryptocurrency reporting obligations, please contact one of the friendly team
members at CIB Accountants & Advisers.
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UPGRADE, REFINANCE OR
BOTH? TAKE ADVANTAGE OF
THE LOW RATES
Frank Schiraldi, CIB Finance

Upgrading to a larger, better positioned, or more valuable home can allow homeowners to take advantage of surging prices,
but a booming market can make the move challenging.
While it might be easier to achieve a great price when selling, it is just about impossible to score a bargain in the current market,
considering countless upgraders – who have put off a move for several years – are diving in at once.
It is when demand outstrips supply that the prices are high. There has been a couple of years of suppressed demand
happening right now. Eventually, that demand is going to start to ease off, but even if the clearance rates are down in the
mid-70s, it is still a strong market.
When prices rise across the board, the gap between the value of a homeowner’s current property and a more expensive one
grows, potentially pushing the most desirable properties out of reach.

The proportion of upgraders who buy before selling tends to increase when prices rise. Homeowners are more confident
they will achieve a strong result selling their original home, and many prefer selling quickly after buying rather than rushing
to find a home after selling.
Homeowners who manage to take the leap could realise both the lifestyle benefits that upgrading can bring and the financial
rewards of increased exposure to a rising market.
History shows over a long period of time, getting a bigger, better quality property in a better location does pay off in terms of
the house price gains.

“There will be a
couple of years of
suppressed
demand ”

INTEREST RATE OUTLOOK
Rising prices are not the only factor for upgraders to consider before making a move. The latest statements from the Reserve
Bank of Australia suggests homeowners could expect the ultra-low interest rates that have fuelled rising prices toremain low
until 2024.
Upgrading in a rising market could build wealth, provided owners can meet borrowing costs into the future.
An economic recovery that exceeds expectations and increases inflation could potentially bring rate hikes forward.
The RBA has indicated the official cash rate will remain low for some time. However, the economy is performing better than
many expected, which could impact the outlook for rates if sustained.
One thing to remember is that banks can raise the rates they charge out of cycle and on their own accord at any time. Recordlow rates will not last forever, and we are already seeing some lenders raising rates.

“The RBA has
indicated the official
cash rate will remain
low for some time

”
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TAKE ADVANTAGE
There are ways both new buyers and upgraders can take advantage of the low-rate environment and prepare for the future.
If we do get an interest rate tightening cycle, you do expect rates to go up by a percentage point or two. See what sort of an
impact that has on your monthly repayments.
If you have got your foot in the door or you are upgrading, enjoy these low interest rates and use this opportunity to try and
reduce some of your debt.
Upgrading is attractive when rates are low, and prices still have further to rise.

“Upgrading is attractive
when rates are low, and
prices still have further
to rise”

Borrowers still paying outdated interest rates should shop around, as refinancing can pay off even if an upgrade is on the
agenda.
Getting ready to upgrade can take longer than expected, so why would not you want to be saving more on your repayments
during that time.
Homeowners in a secure financial situation who are not planning on moving could consider fixing part of their loan, with rates
below 2 per cent available.
If you want to fix part of your loan, make sure you have negotiated the best variable rate possible first because once you are
fixed, you will not have the same bargaining power on that variable component.
Borrowers choosing to fix need to anticipate potential rate increases that could occur during their fixed term or risk a sudden
jolt to their finances if rates jump a few percentage points.
Some of these products are fabulously attractive. But plan for when these things end.
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CIB PRIVATE WEALTH:
MARKET UPDATE
By Paul Israel, Investment Manager

In this update we examine the strong start to 2021. Progress in vaccination programs has underpinned growth projections, with
corporate earnings growth largely offsetting higher interest rate expectations. Australia continues to enjoy good health, a strong
recovery in the economy, jobs, and commodity prices. Cyclical stocks have continued to outperform growth stocks, although we
suspect this trend is maturing.

Strong Start 2021
Share markets got off to a strong start to 2021 with global indices (MSCI World Index) rising 4.6% during the March quarter. The
ASX200 increased 3.1%, with Financials up 11.3%, Consumer Discretionary up 7.4% and Communication Services up 7.1%.
Laggards included Information Technology (down 11.5%), Healthcare and Utilities.
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As the rollout of COVID-19 vaccination programs gathered surprisingly strong momentum (certainly in the UK and the US), so
too did confidence grow on the pace and strength of the global economic rebound. Recently the International Monetary Fund
again up-graded its projections for global economic growth from 5.5% to 6%. At the beginning of the year the IMF was
forecasting global growth of 5%.

Earnings Growth & Higher Long Term Interest Rate Expectations
One consequence of stronger than anticipated growth prospects has been a sharp increase in long term interest rate
expectations (10 year bond yields). During the March quarter, yields in Australia, New Zealand, the USA and Canada increased
more than 0.8%.
Normally such a steep increase in long term interest rates could be expected to put pressure on share markets. So far that
has not been the case. While there have been some sectors negatively impacted (ie long duration assets such as utilities,
profitless technology, infrastructure), strength elsewhere has seen markets remain near all-time highs.
Strong momentum in corporate earnings expectations have been sufficient to offset the impact of rising bond yields-so far.
Citi recently published a chart that highlighted how Consensus earnings estimates for 2021 have increased from 10% a year
ago to nearly 30% currently.
While the current economic environment is positive, it is worth remembering that markets are forward looking. To keep some
perspective, it is worth considering how some of the key factors such as interest rates, inflation, and fiscal policy may be at the
end of 2021. On the balance of probabilities, it would seem reasonable to expect interest rates to be higher at year end,
similarly for inflation. Central banks are more likely to be reducing stimulus. Governments in the US and the UK have already
foreshadowed tax increases, and others are likely to follow. After an exceptionally strong rebound in GDP and corporate
earnings through 2021, a more “normal” outlook for 2022 could reasonably be expected. Perhaps the most important
investment conclusion from this is to ensure investment strategy is biased towards longer term growth trends.

“Strong momentum in corporate
earnings expectations have been
sufficient to offset the impaact of
rising bond yields so far ”

Australia well positioned, but China remains at risk
Australia has found itself in a very favourable position. COVID-19, while challenging in some places, generally has been far less
disruptive than in most other developed countries. Strong financials have enabled the government to provide a substantial
assistance program that provided the basis of a strong economic rebound.
The recovery is broadly based, covering housing, infrastructure, commodities, agriculture, non-residential construction, jobs
growth and more recently services including domestic tourism. Personal financial conditions are in good shape courtesy of
government support programs, extraction of funds from retirement savings accounts and reduced consumption (no overseas
travel, reduced dining out).
Australian consumer sentiment increased +6.2% to 118.8pts in April, driven by stronger perceptions of future economic
conditions. The index is now +23% above its pre-pandemic level and ~8% above its average level over the past two decades.
Australian employment rose in May, with the unemployment rate falling to 5.5%. The data were stronger than expected and
consistent with a relatively rapid recovery in Australia's labour market. To put this into context in August last year the RBA was
forecasting Australia’s unemployment rate to be 9% to 9.5% in Q1 2021. That said, the end of Job Keeper is likely to moderate
the improvement ahead, and see the unemployment rate temporarily lift by 0.25% to 0.50% during the June quarter. However,
we remain optimistic the recovery will remain resilient, supported by a further drawdowns of savings to pre-COVID ratios.
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Chart 1 and 2: Australian consumer sentiment remains elevated, while unemployment expectations point to a
sharp decline in unemployment over 2021

Source: Westpac, Haver Analytics, Goldman Sachs Global Investment Research

China remains an issue for Australia. While our overall trade position remains robust despite a number of bans on the likes of
wine, lobsters, barley etc., risks continue to build. China accounts for around 40% of our exports, with iron ore being the largest.

Investment Outlook
The outlook for equity markets including the Australian market remain favourable. Corporate earnings growth continues to be
upgraded, providing solid fundamental support. Upgrades continue to run ahead of downgrades. On Macquarie Research
estimates, the 12 month forward PE for the ASX200 has remained relatively stable around 18-19x, despite the rise in the index.
Following the increase in long term interest rate expectations over the March quarter, we see a period of consolidation in rates
as the most likely outcome in the period ahead. The RBA again re affirmed that they do not expect to be increasing the cash
rate for at least three years. This, together with higher earnings should ease some of the near term pressure on valuations.
Cyclical stocks have continued to outperform growth stocks, although we suspect this trend is maturing. Over the last 6
months the strongest performing sectors have been Banks and Resources. After performing very strongly for the prior 12
months, growth sectors such as Healthcare, Information Technology and Consumer Staples underperformed in the most
recent two quarters. While much of the relative outperformance of banks and resources has been driven by strong earnings
growth and improved dividend prospects, these trends are expected to moderate heading into 2022. Conversely Healthcare
and Information Technology appear set to enjoy improving earnings momentum heading into 2022, providing the basis for
improved relative performance.
It has been a similar story in the US where, over the last quarter the technology based NASDAQ underperformed the more
broadly based S&P500: the former delivered a return of 2.8%, the latter 5.8%. Leading technology and healthcare stocks have
started to reverse this trend in early April.

Portfolio Strategy Focused on Long Term Thematics
Through much of the equity market recovery phase, just to own shares served investors well. Given the strength of the rally
experienced since the March 20 lows, we see a need to be much more selective around stocks and sectors in the period
ahead. While we continue to see opportunities in the “opening up” space such as travel, leisure, hospitality, the most attractive
investment prospects are based around long term, secular growth trends.
These include growth in infrastructure, digitalisation, robotics, e-commerce, logistics, and healthcare. We continue to be
overweight growth sectors-Technology, Healthcare, Logistics, and in Cyclicals prefer Materials, Banks and On-line services.
We retain our portfolio strategy based around holding companies that provide exposure to these secular growth trends and
have reasonable earnings predictability, sustainable cashflows, strong balance sheets and management capable of generating
consistent returns on capital.
Please let us know if we can be of any assistance, or if you would like to discuss.
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CIB CLIENT CORNER

As climate change and sustainability have become a hot issue in recent decades, in this issue, we’ve reached out to clients of ours,
Alex and Lenka of Helixos, who specialise in sustainable development and clean energy for both businesses and the wider
community.
Please tell us briefly about what you do?
We are a consulting company working at the intersection of management consulting and technical advisory for community-minded
projects with a global focus in line with the United Nations Sustainable Development Goals.
Our business runs across multiple industries to help improve peoples’ lives with clean energy, sustainable infrastructure, and waste
management. Our main clientele includes businesses, government organisations, research institutes, as well as not-for-profits..
Why did you start your business?
During the pandemic in 2020, we had found ourselves reflecting on our personal missions and what we envisioned for the future.
We were concerned about the future of our environment and whilst the world was already improving, we felt that there was still so
much more to be done. We wanted to leverage our expertise and global network to contributing to making the world a better place
for everyone.
What are some of the highlights of your business and career?
With our driver being sustainable development, we support clean technology coming to market and also help a variety of clientele
achieve their environment, social and governance (ESG) goals.
In the past year, we also worked on a project in relation to optimising the pharmaceutical manufacturing processes to ensure that
nuclear medicine is produced in a sustainable manner. It is estimated that every Australian is likely to benefit from nuclear medicine
at some point in their lifetime.
Currently, we are also supporting a fusion energy company with commercialisation. This technology we are part of can have huge
impacts on the energy industry in the future and can mitigate climate change.
Has COVID affected your business? If so, how have you adapted?
The pandemic has restricted us from being able to travel overseas to meet physically with international clients and attend worldwide
conferences. However, we have found that many businesses locally and internationally have been more inclined to collaborate with
us via virtual consultations.
This has allowed us to scale and access markets which would not have been possible in our first year of business if we had been able
to operate in a traditional manner.
Starting a business during the pandemic hasn’t been without its challenges, but we’ve been lucky to have Michelle Ratcliffe of CIB
Accountants on our side and help with all of the financial and accounting complexities that come with starting a new business.
What are some of your tips for running a profitable business during the pandemic?
Everyone has their own unique challenges during this period, so it is critical to put your people first. Approach all conversations with
empathy and authenticity.
Sustainability is key so we encourage you to make it a core foundation of your business principles and values rather than an
afterthought. Sustainable practices and sound corporate governance will give companies a greater chance of enduring through
difficult times.

UPCOMING KEY DATES AND DEADLINES
21 Sept 2021

August 2021 Monthly Activity Statement due for lodgement and payment

21 Oct 2021

September 2021 Monthly Activity Statement due for lodgement and payment

21 Oct 2021

Annual PAYG Instalment Notice due for lodgement and payment

28 Oct 2021

Final date for election to use GST instalments for 2022 year

28 Oct 2021

Final date for election to pay PAYG instalments annually for eligible taxpayers

31 Oct 2021

End of third claim period for JobMaker Hiring Credits

21 Nov 2021

October 2021 Monthly Activity Statement due for lodgement and payment

25 Nov 2021

July - September 2021 Business Activity Statement due for electronic lodgement and payment

CIB STAFF CORNER
Big cheers to our CIB Team!
Earlier this year, our Partners Radlee Moller and Bradley Ross, along
with Business Services Manager Abdullah Chowdhury attended the
annual DFK Australia New Zealand (DFK ANZ) conference in Adelaide.
At the conference, we were presented with the DFK Firm of the Year
Award.
We want to use this special client corner to thank our amazing team our success is a result of their commitment, support and
determination.
A special shoutout to our Partners Radlee Moller, Bradley Ross,
Ronelle Wilson, Joel Halbert and Graeme Bellach for the leading the
way and keeping the ship on course during trying times.
Lastly, a big thank you to our clients. We love the work we do and
committ to continually achieving oustanding results for your business.
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