The first mistake

Spend In the wrong
order




Remember...

The average person will pay
their commitments but will
never save a cent!

L

Whittaker

=
o=
oQ
=
—



The Average Budget

Fun

Discretionary
Spending

Essential
Spending

Investing

b

Whittaker
Macnaught




¢CKS 2AYVYSNXa . dzR3IS

Investing

Essential
Spending

Discretionary
Spending

Fun

Whittaker
Macnaught

2




The second mistake

52y QU dzy RS
compound interest




Compound Interest the 8" wonder of the world

Time and rate




Two years

$1,000a month @ -
6% = $25,000 B

$1,000a month @
12% = $27,000




Thirty years

$1,000a month @
6%= $1 million

$1,000a month @
12% = $4 million
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$100,000 loan @ 7%Tlotal Interest

5 years $19,00
10 years $39,000
30 Years $140 0010
50 years $260,000)




The third mistake

52y QU dzy RSN
little things add up




Just $2.80 a day ($1,000 a year)

A Start October 1981
$164, 0000

A Start May 1983
$122 00w

A StartMay 1985
$89,00W




$1,000 a year

$164 000
@ 10% for 40 years

= $9,000)(000




Target = $9 million

Invest $1,380
7 @ for 40 years
=$662 400




The fourth mistake

Think property Is the
only Investment




BRISBANE SYDNEY PERTH
Year | AWOTE | House prices Times earnings House prices Times earnings House prices Times earnings
1977 14,410 31,000 2.15 43,000 2.98 33,400 2.32
1987 23,608 62,000 2.63 119,900 5.08 61,200 2.59
1993 31,356 125,000 3.99 186,500 5.95 107,200 3.42
1995 34,372 134,000 3.90 200,700 5.84 127,500 3.71
1997 36,972 134,000 3.62 235,000 6.36 131,000 3.54
1998 38,688 142,000 3.67 266,000 6.88 139,600 3.61
2000 41,600 143,000 3.44 301,600 7.25 152,800 3.67
2006 55,016 330,000 6.00 521,500 9.48 415,000 7.54
2010 65,000 443,000 6.82 637,000 9.80 575,000 8.88
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Bought May 1990

Cost $500,000

Value now $1,000,000




Bought May 1990

Cost $500,000
Value now $1,000,000

$500,000 invested in ASX Accumulatiodex in
May 1990

= $3,486(1000




The fifth mistake
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Credit Risk

You lose your money as the
Institution goes broke




1960

)34

CAMBRIDGE CREDIT

‘CORPORATION LTD.

‘. INTEREST PAID QUARTERLY FREE OF EXCHANGE §
CUMULATIVE DEBENTURE STOCK

8% per annum for 4 — 20 years compounded on yearly rests. § ;

REGISTERED R
FIRST MORTGAGER
DEBENTURE STOCK B

! RENEWAL INTEREST l FUNDS MAY BE WITH-
RATES NRAWN
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The longest established hire-purchase
= company in Australia,

» in which the Bank of New South Wales ¢
has a 40% shareholding. é

i DEBENTURE
STOCK

6 fo 10 years =
and 15 years 1%

4 years 6% 3 years 6% 2 years 53%
Short Term Stock also available from
3 months at 31% p.a.
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= Application for Debenture Stock can be
@ accepted only on the prinfed form included
o in the prospectus. Copies of the full pros-
® pectus with app! tion form from
@ A.G.C. Branch, your Stockbroker and
@ all Branches of the Bank of New South Wales.
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‘PAID UP
“CAPITAL

. £6,875,000

AUSTRALIAN GUARANTEE
Corporation Limited

142 Philiip Stree}, Sydney . BW 2673
Sydney @ Melbourne e Brisbane o Adelaide
= Perth © Hobart e

@ Undorwriting Brokers: 1AN POTTER £ €O. N3

‘ﬁ'.‘.“ ©0000090030500900
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BANK GUARANTEED

Fath 2ist fune 1990

Consistently

higher.

The Eviate Mortgage Depontorns Trum o bank foscode  vou can withdraw funds casily ar
guaranteed 10 280h Februasy?, s pa-unul 2!

Appie ot sorm « an proceed onky W e L mom e Prowpectes

| June. (e are no up front fees or, alter theee yean Atver the wxpury o thee Gasas arwee . rases may vary
l
| » Estate M ;
| W Estate Vlortgage
High returns. Nice and safe.
Phone Brisbane 2299255 or toll free (008)777875. w3 IesC !
Lk
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Hopes for a better tuture dashed

The victims

Andrew Burrell and Tina Perinotto

erth woman Jacqueline Hunter

always dreamed that her two young

children would attend private

school, so in 1999 she invested

$20,000 in a property scheme on the
advice of her financial planner John
Whitchead.

The money went into a syndicate which
developed the Paragon apartments in Perth’s
central business district on the promise,
detailed in an information memorandum, that
she would receive high returns over the next
two years,

What she didn’t know at the time was that
the smooth-talking Whitehead was probably
receiving hefly commissions, Nor did she
know that Whitehead was about 10 become a
director of \\'cqp(nn. s mezzanine fund-
raising companies and that in 2003 he would
be slapped with a two-year ban by the
corporate regulator for misleading and
deceptive conduct,

**He sat there across the desk and he said
‘this investment will put your kids through
private schooling',”” she recalls. **Everything
scemed $0 official and guaranteed.

*He said he didn’t normally get his family
and friends in investments but on this one he
was letting them all know.™

The first sign of trouble came when Hunter
received a letter soon after the two-year
investment peried ended, advising her of
delays to the Paragon development.

Later, with hopes fading of any real returns
from the project, sharcholders voted in 2002
1o roll over their investment into another
Westpoint development in Market Street,
Melbourne,

As recently as last September, Westpoint
staff assured Hunter that she would see her
$20,000 again and that the 60 Market Street
mezzanine company had a cash surplus of
$7.6 million.

Ligquidator PricewaterhouseCoopers now
says the Market Street development was
probably relying as carly as March last year
on loans from Westpoint Corporation to
make interest payments Lo investors.

Hunter says she is too nervous about taking
class action

Py R

Jacqueline Hunter is resigned to never seeing her $20,000 again.

Nicholson and her husband wanted to put

e money for their children's education.
icholson says she sank $50,000 into
Wesipoint finance companies in 2001 on the
recommendation of her boss at the time,
Richard Beck, who headed Westpoint's
finance raising arm.

Nicholson was Beck's personal assistant,
but she resigned to have a baby before
Westpoint collapsed.

I Histened to him [Beck] all day long at
work talk aboutit. .. 1 thought it wasan
excellent investment,'* she says of the day she
handed over the money to Beck, **| asked him
if I wo definitely get 1:\\ money back, and

Phonc: ERIN JONAS

above cash rates — helped to pay off the
mortgage, but since those ended & few months
ago she and her husband have been scraping
together every cent to pay the bills,

Her husband, a water driller, is working as
many hours as he can to earn $900 a week
after tax *'just so we can stay above water™,

While she does not blame Beck for the
disaster, she points out thut she asked her
former boss to return the money nine months
before Westpoint collapsed but was told not
10 Worry.

Nicholson and Hunter are just two of up to
4000 investors who ploughed at least
$320 million i Westpoint on the advice of

PLEN e s and wha mau aeuer

Action Group, headed by Sydney man
Graham MacAulay, who lost $300,000,

The average investment in Westpoint was
$150,000, according to Peter Johnston, the
chiel executive of the Association of
Independently Owned Financial Planners,

Interest payments were 12 per cent and
when the investments expired investors were
offered an additional 2 per cent interest to
“roll over"" the money, that is, allow it to be
placed into another Westpoint project.

Financial planners got a hefty cut along the
way, with kickers for encouraging rollovers,

Some financial planners, however, claim
that they too were duped, placing their own
money in the schemes, and are now suflering
the double whammy of their personal
invesiment losses and loss of business as the

I asked him if | would get
my money back, and he
said it was guaranteed.

fallout from the fiasco broadens.

lan Bristow of Melbourne-based Money
Matters claims his firm was only paid 3 per
cent in commission and that he put $400,000
of hhnwn money in

**My policy here — and it's critical — is
that if we recommend anything out of the
mainstream, [ investin it 100, he says,

He is now sclling property investmenis to
contribute 10 a fund 1o pay back his own
clients, who have lost around S8 million.

But other investors may not be so lucky.

The IMF funded class action by Slater &
Gordon is now under review because there are
50 many escape clauses in the insurance
covering the financial planners, but itis
understood other avenues for compensation
are being pursued.

The best bet for investors could be the
Financial Services Complaints Service, a
private company that can hear complaints
and order compensation up (o in agreed
amounts,

But critics have pointed out that 4
average of 10 clients cach with an average
investment of $150,000, it won't take long for
the financial planners to go broke.

IMPF says there about 100 financial
nlannare ant canoht un
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