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AT A GLANCE 
 

·  Global share markets continue to rally  
·  Oil prices jump 30% on signs that the outlook for the global economy is improving  
·  The Rudd Government announces its second Federal Budget 

 

The rally continues 
 

The rally in global share markets that started in early March continued throughout May as bourses the world over made further 
gains during the month. The catalyst for the rally was once again a jump in investor optimism as signs continued to point to the 
end of the bear market that began back in November 2007. 
 
As the chart below shows, the US market – the world’s largest and most influential – has continued to trend upward in recent 
months by setting a series of lower lows. It closed the month up 5.3% and this had a positive knock-on effect elsewhere, with 
indices in the UK (+4.1%), Europe (+3.2%) and Japan (+7.9%) also closing the month higher. 
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MARKET WATCH 
 

Australian share market gains 1.4% 
 

The Australian share market posted its third consecutive gain in May, with the S&P/ASX 200 Accumulation Index up 1.4% on 
the back of a string of better-than-expected economic data and yet another good lead from the US. 
 
In recent weeks we have seen a pullback in share markets as investors take profits and sit back to take stock of current market 
conditions. Market recoveries are often punctuated by pullbacks such as the one we are currently witnessing.  
 
Markets are showing some very positive signs of present and therefore the current pullback is not a concern for panic. It does, 
however, highlight how quickly markets move and at the same time re-enforces the point that it is crucial to maintain your 
investment exposure for the long term, rather than try to time markets.  
 

Australian hits US$0.80 cents 
 

The Australian dollar gained over 10% against the US dollar (US$) in May, closing the month at US$0.8010 cents thanks mainly 
to higher commodity prices and renewed US$ weakness. The local currency has now risen 33% since its recent low of 
US$0.6018 cents set in October last year. 
 
After such a strong rally, it’s inevitable that we’ll see some sort of correction in the A$ in the near-term, though it’s possible that 
we could see it go as high as US$0.8500 cents by year’s-end. If that were to happen, it would naturally reduce the cost of 
imported goods and, by default, inflation. However, it would also weigh on the profits of companies with overseas interests as 
well as hinder Australia’s economic recovery. 
 
 
LOOKING AHEAD  
 
The global economy is expected to remain weaker in the near-term, though we don’t see this as any sort of reflection on 
financial markets. Our view is that we have seen the worst of the current downturn and that global markets will recover quickly, 
especially as government stimulus packages begin to take effect. In fact, we’ve already seen evidence of a major shift in 
investor optimism in recent months as global share markets begin to show signs of a sustained recovery. 
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BEHAVIOURAL INVESTMENTS – WHY INVESTORS ARE CREATURES OF HABIT 
 

‘It’s little surprise that bulls and bears are used as symbols of different markets as they are distinctly moody animals.’ 

Investors, both individually and collectively, are equally prone to making decisions based on mood, emotions and simple herd 
instinct. It’s called behavioural investing and it’s particularly important to be aware of it during periods of market volatility.  
 
We like to run in packs  
 
Irrational investing can take hold of the most seasoned investor and it’s often because ‘everyone else is doing it’. The share 
market tech bubble of the late 1990s was a perfect example. Fabulous fortunes were to be made from hi-tech stock and their 
prices skyrocketed. Huge premiums were paid on companies that had very little underlying value, because everyone believed 
they would be valuable. In 2002 the bubble burst and the NASDAQ plunged to a six year low.  
 
What this means for current market conditions  
 
Since November 2007 the Australian share market has been volatile. Many investors are experiencing market volatility for the 
first time and it can be unnerving. It’s a natural instinct to do what it seems like everyone else is doing: selling their shares or 
investments. This is made worse by media reports and newspaper headlines sensationalising falls: ‘Billions lost in a day!’ 

 

The Australian economy is currently in the midst of a mild recession, though it continues to perform relatively well compared to 
many of its global counterparts, including the US and Europe.  
 
There is growing confidence amongst investors that the local share market has already seen the low point of the current cycle. 
We believe this to be the case, though we still expect share markets to remain volatile in the near-term. Importantly, Australian 
shares continue to trade at historically low levels, and it remains our view that they represent good value for investors with a long-
term investment horizon. 
 

MARKET WATCH 
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Sensation sells  
 
For the media, running stories about billions of dollars being wiped from the value of shares, with graphs of red lines plunging 
downward, means good business for them but unsettling times for everybody else. It seems like suddenly thousands of 
investors are much poorer. However, this is not the case. Although the value of some investors’ investments has gone down, 
investors are only poorer if they sell their shares or investments at a loss. By ‘spooking’ people with headlines – making the 
herd run – the media can sometimes influence people to make decisions they may not otherwise have considered.  
 
Look beyond the share price  
 
The general consensus is that the economic fundamentals of the Australian economy are sound; however it is a widely held 
view that the economy is now in a recession. Rather than being blinded by current share prices, investors should look at the 
company behind the share price and whether it has sound management practices, low debt levels and positive profit forecasts.  
 
The risks of selling during a downturn  
 
While it’s a natural reaction to want to sell your investments during a market downturn for fear of losing more money, investors 
should always pause and think. Markets continually fluctuate but over time the consistent trend is upward. By taking a long-term 
view and staying in the market, investors could ride out the lows of the market and access its potential growth. Not being in the 
market for the full period could mean you walk away from any returns achieved during the period out of the market.  
 

Disciplined investing  
 
One kind of investor that everyone should be, regardless of their instincts, is a disciplined one. This is particularly true of fund 
managers. Fund managers rein in their natural instincts to ensure their decisions are based on sound research and judgment. A 
disciplined investor will make sure a portfolio is always balanced and diversified, and generally will not sell their investments at 
the bottom of the market and will not buy in a bubble. By understanding what kind of investor you are, and ensuring your 
decisions are based on rational thought, you are more likely to benefit over the long term and achieve your financial goals.  
 
 

BEHAVIOURAL INVESTMENTS  
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SAFE TO GET BACK IN THE WATER? 
 

After a tough run on markets, many investors now find themselves on the sidelines waiting for the market to turn and wondering 
what to do next. If you’ve pulled back from your investment strategy, the big questions for you is how to get back in the market – 
do you make a big splash, grind out the laps or just dangle your feet over the edge? 
 
Feet first 
 
If you're a conservative investor, you're probably looking for investment opportunities that won't bobble around too much with 
share market fluctuations. You've may have felt anxious watching the value of your portfolio fall, so capital protection is a priority.  
Think about dipping your toe in the water with low-risk investments like bonds and cash funds. From there, you'll want to check 
the depth and temperature of the water before going any further. If you're a really conservative investor, you might even hold off 
until the market has shown signs of a sustained recovery. Of course if you do this you will miss out on the early gains, but you 
should sleep soundly at night. 

��������		�
��� ���
������� ��	�����

���
���
����
����������

����������		�
���������
������������������
��		������������	��������������	�����		�������
����
�����������������������������	����������	��
�������������������������������������


���������
�������������������
����������
��������	����������������
������������������������������
������
��������������������������
�������
������		�����������
����


����	��������������������
�����
��	����������������������������
	������������������������������
��������	����������


�����
���
����
��������������������		�
�����������������
������������������������	�������


������� ���������������
��������
����������������������������		�


��������������������	�����������
���������	��� �;�����������
����
��������������������	������


������
!�����������������������	������������������
�����������������	�


"����������������	
����
����#���������
��������������������������	�����
����������	������
���


!�����	���������������������
�����������	����������������	���$�
�������������������������������
�������������	�����������	��


BEHAVIOURAL INVESTMENTS  
 

What type of investor are you?  
 
From a behavioural point of view there are three main types of investors. It’s a good idea to work out which type you are. It may 
help determine what sort of investment decisions you are comfortable with and also what sort of behavioural investment decisions 
you might make. 
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Following the black line 
 
For investors looking for steady long-term growth, your approach is less about your entry and more about grinding out the laps in 
search of incremental improvements. You're happy to take a slow and steady approach to investing. Short-term falls in your 
portfolio are annoying, but you're confident that over time the market will recover and move higher. 
 
One effective way of getting back in the market is to dollar cost average: a strategy where you contribute a fixed amount of 
money to your investment at regular intervals. By doing this, you'll be buying more when the market is low and less when the 
market is high, and you won't have to worry about timing your entry. Of course, dollar cost averaging does not guarantee a profit, 
but it does help smooth out the market's up and downs. 
 
 
Somersaults and splash bombs 
 
For the right kind of investor, the adrenaline and dizzy heights of the ten-metre platform can be too hard to pass up. And if you're 
looking for a ride full of twists and turns, you'll see the big falls in the market as an opportunity to make money – particularly to 
pick up good stocks at bargain prices. 
 
To you, it doesn't matter if the market isn't at the bottom yet because you have a long-term view – long enough to wait for the 
market to turn so you can make a good profit. 
 
To really get the heart pumping, you could consider making a big splash in the market by investing using a margin loan – or 
borrowed money. You could also think about share funds that have a margin loan component attached to them. 
 
Safety in the water 
 
Regardless of whether you're a conservative, moderate or aggressive investor, there are always some investment basics to 
follow: 
 

�  See yourself at the finish line. It's always important to understand your investment goals and why you're investing. If your 
goals have changed, then you may need to realign your portfolio to help you achieve them – talk to your adviser. 

 
 
 

SAFE TO GET BACK IN THE WATER? 
 



           Security National Financial Services Pty Ltd                                                    Financial Focus   Vol No. II, 2009 
 

�  Know where the deep end is. Investing always involves an element of risk, and even more so in today's uncertain market. 
The worst situation to be in is in trouble and out of your depth, so it's a good idea to clearly understand what sort of investor 
you are. Assessing your risk profile is a standard part of every financial plan – ask your adviser to help you. 

 
�  Practice all your strokes. In an uncertain market, it's important that you don’t stick with one discipline, but diversify across 

different asset classes. Sometimes when markets change dramatically, the level of diversification can also change. Take 
the time to ensure your portfolio is set up for an endurance event, not a sprint. 

NATIONAL AUSTRALIA BANK AGREES TO BUY AVIVA’S WEALTH MANAGEMENT BUSINESS 
 

SAFE TO GET BACK IN THE WATER? 
 

Aviva plc announced on the 23rd June 2009 the sale of Aviva Australia Holdings Ltd to National Australia Bank for a total cash 
consideration of A$925 million. 
  
In media releases, Aviva Australia CEO Allan Griffiths said: "At a time of industry change and challenging economic 
circumstances, becoming part of the NAB Wealth Australia business provides certainty for our customers and advisers, and 
continued support for our insurance business and the Navigator investment platform." 
  
Group Executive, MLC & NAB Wealth, Steve Tucker said "Aviva will further develop our retail life insurance business and the 
Navigator investment platform will enhance our scale in this market. Aviva will deliver important service and technology 
capabilities which we can utilise across our broader business for the benefit of financial advisers and their clients. 
  
Aviva has strong relationships with and an understanding of the external financial adviser (EFA) market and is committed to 
continue to support EFA advisers with quality insurance and investment products. 
  
Aviva’s Navigator platform has been sold to NAB. The sale is subject to regulatory approval and is expected to close in the third 
quarter of 2009. Aviva will continue to provide quality products, services and support during this transition period. 
 

As a result of this sale we would like to advise clients who have funds invested through AVIVA that there will be no change the 
way that they currently operate and your investments will not be effected.  As part of our continuous monitoring process we will 
watching the integration of AVIVA into the NAB business and will be keeping you up to date with any developments as they 
occur.  If you have any questions about the sale of AVIVA please do not hesitate to contact us. 
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Your Privacy 
Your privacy is important to us. If you do not wish  to receive information of this kind in the 
future, please contact your local office located at the back of this document.  
 

DISCLAMER 
The information contained is of a general nature only, does not take into account your 
particular objectives, financial situation or needs . Accordingly the information should not be 
used, relied upon or treated as a substitute for specific financial advice. Whilst all care has 
been taken in the preparation of this material, no warranty is given in respect of the 
information provided and accordingly neither Securi ty National nor its employees or agents 
shall be liable on any ground whatsoever with respe ct to decisions or actions taken as a result 
of you acting upon such information. 

Contact our office for further information: 
 
Security National Financial Services Pty Ltd 
ABN 54 007 375 420 
Holder of an Australian Financial Services License 244565 
Level 2, 608 St Kilda Road 
MELBOURNE VIC  3004 
Ph: (03) 9510 – 5400 Fax: (03) 9510 – 5405 
Email: secnat@secnat.com.au 
www.secnat.com.au 
 

SECURITY NATIONAL’S NEWS  
 

WHAT’S NEW AT SECURITY NATIONAL? 
 

�  Our financial adviser David Gumley and his wife Christine are on holidays for five 
weeks, travelling by road in their caravan through to South Australia and onward to 
the Northern Territory. (Specifically Central Australia). If you are a client of David’s 
and have any queries or issues that require attention, please contact: Peter Budge 
and/or his assistant Melissa Hansen or Michael Ibbotson and/or his assistant 
Samantha Switala at Security National. 

 
�  Ion Whykes has returned from his four weeks holidays through the Scandinavian 

Peninsula and the Baltic region in Europe. Welcome back! 
 

�  We look forward to meeting all your financial needs during the 2010 financial year, 
happy new financial year and see you soon for a review of your strategy and 
portfolio.  

 


