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How to manage your finances in 2009

By Gillian Bullock, ninemsn Money, Also in this section
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Taxes

If you are earning between $50,001 and $150,000, then the good news is your tax
rate is carming down from 40 to 38 percent on July 1. But don't get too excited, If
vou are garning $85,000 that will only mean another $250 in vour pocket over the
course of the entire vear. and even if you were earning $150,000 yaou'd still only be
$1550 a year better off, (Both calculations are without allowing for the Medicare
lewy.) While not a fortune, it is still better than a kick in the teeth, At the lower end
of the scale the threshold for mowing from a 15 percent tax levy to 30 percent rises
from $34,000 to $35,000,

Michael Forsdick, a tax partner at PricewaterhouseCoaopers, says the big thing for
2009 will be secretary to the Treasury Dr Ken Henry's review of the Australian
taxation systemn, cammissioned by the federal government, This overbaul will loak at
the entire tax system, with only two areas deemed off limits: the GST rate and the
tax-free nature of super for those maore than 60 years of age. While it is not due to
be released 'til December, it will nevertheless be a central talking point throughout
the year,

Credit cards

Despite interest rates forecast to fall as low as 2.5 percent next vear which woold
bring the standard wariable rmaortgage rate down to aboot five percent, credit card
interest rates are still hovering just below the 20 percent mark,

But according to AMZ chief economist Saul Eslake, credit card rates have in fact
already started coming down, even if it is only from 19.9 to 19,35 percent.

with credit card interest rates at such high levels relative to mortgage rates you
rmight consider either consolidating your credit card debt and rolling it into your
rortgage (not always a good thing as it usually entails turning short-termn debt inta
long-terrn debt) or at least shopping around for the best credit card deals. Some
credit cards offer honeymoon rates for transferring your debt balance aver to them,
This is worth considering but it's important to try and shift this debt as quickly as
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This 15 worth considering but it's important to try and shift this debt as quickly as
possible as the honeyroon period won't last forever, Endeavour to pay off rmore at
this lower rate so you can at least start to malke inroads into the principal dept as
well as the interest,

If you are concerned about yvour employrnent prospects in 2009 and your ahility to
pay off your credit card debt, then most providers offer credit card protection which
will help you meet your minirnarn monthly armount, The Commonwealth Banlk:, for
instance, will charge a monthly fee of $0.45 for every $100 outstanding at the end of
the ronth, So if vou owe $300 you will be charged $1.35 and if you have no
outstanding balance then vou won't pay anything, The rate at Westpac is $0.52 for
every $100.

Mortgages

With rates heading southward you can expect to have lower monthly repayments on
vour wariabhle mortgage. Howewer, it might be worthwhile raintaining the higher
levels you were paying last year to clear your debt, Of course this is contrary to the
Reserve Bank of Australia's intention of stirmolating consurmer spending by lowering
rates, but if you are uncertain about vour employment outlool, it may give vou
peace of mind.

while fewer people are apting to fix rates in the current climate of falling rates,
some of the fixed mortgages on offer are very appealing right now, But what you
need to remermber is that fixed is fixed so if you are retrenched there will be little, if
any, room to move,

Insurance

& new financial yvear always offers a good opportunity to exarmine vour current
insurance — both general and personal — and make sure you are getting a good
deal. In an ideal world it would be great if an insurance policy existed for those
fearing retrenchment who could take out ahead of time to cover their commitments
once that happened. Sadly, it doesn't exist,

"Peaple would anly take out the cover in timmes like these," says Chris Eade,
rmanaging director of Lifebroker, "as a result if such a product existed for
redundancy, the premiums would be huge "

Super

Con't panic about vour super in 2009, Many experts beligve the worst may now be
over and while super funds have lost almmost 20 percent in walue (some $200 billion)
in the vear to Movember 30, a recovery is mostly tipped for 2009, And if you are
contributing regularly to your super then vou are in effect dollar cost averaging and
will reap the benefits of that over the long term,

"It's a great time to be investing in super as it's still the best way to accurmulate
retirernent savings," says Jeff Bresnahan, chief executive of SuperRatings, After all,
if superannuation fund unit prices are low, vou will be able to buy more units for the
zame armount of roney, When the market recovers, yvou will benefit fram having a
greater number of units,

Mew technology

Dermographer Bernard Salt of KPMG believes there will be few innovations in the
world of finance in the next 12 to 18 months, "Mobody 15 going to be getting
creative," Salt says, "Mavybe after the turbulence vou will see a new generation of
personal finance architecture, In the meantime you will see a rise in comfort
spending, cormfort food and comfort behavioor,”
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