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NEWS SHEET NO 6, June 2016  
 
This is News sheet No 6 of Kaspanz.  

The intention is to produce 3 members’ news-sheets per annum, chatty, simple and informative. 
The Kaspanz website http://kaspanz.com is our primary information tool, but a news sheet 
always adds value. News sheets are never easy to write, too much detail, not enough detail, 
material not always interesting, challenging or indeed accurate, one can go on. Comment from 
readers is welcomed. Snippets of information and comment will be the approach adopted. 
Information may be placed onto the website. 

LOW INTEREST ON SAVINGS 
The only effective interest rate is the one that takes into account the savings rate being paid, the 
inflation rate impact, less tax being paid. 

While current interest rates are very low, inflation is also at a minimum, preserving the 
purchasing value of each dollar. The savings scenario is not as poor as many make out. 

KIWI SAVER 
Thousands of New Zealanders do not deposit annually $1042.86 into their account, and 
therefore lose the Governments $521.43 credit. Why not? Thumbing your nose at $500 is silly, 
and lacks common sense. There will be many reasons as to why this deposit amount is not 
made, but for most its ignorance, apathy, and a lack of common sense. Martin Hawes says 
people are not rationale, often using a mixture of emotion, society pressure, and our own 
psychological makeup, the result either weird decisions or inertia. 

KIWI SAVER UPWARDS TREND AND THOSE FEES 
Despite market turbulence, the $32 billion Kiwi saver Industry is growing. Early 2016 survey 
results (Morning star) show small but positive returns for the early months of 2016.Bond 
markets and surprising resilience in the NZ share market, kept prices up. However don’t expect 
this to continue, volatility and a sharp reduction in annual returns is a very likely scenario over 
the next few years, see next heading. 
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Constar’s September 2015 survey results on Kiwi Saver performances, is worthy reading. 
http://www.canstar.co.nz/kiwisaver/ 

Diana Clement, writing in the Weekend Herald May 21, 2016 and who makes succinct reading, 
states the following: 

“I’ve often wondered about Kiwisaver fees. The providers would have you think that a 
percentage point here or there, means nothing. What’s more, Kiwisaver fees are lower than the 
Superannuation fees I complained about in 2005. But they are not nearly low enough, says Sam 
Stubbs, former chief executive of Tower Investments. The average Kiwisaver fee amounts to 1.34 
per cent, which is about double what you would expect to pay overseas, says Stubbs. I’ve often 
pondered the fact that it costs virtually the same to manage a $10,000 Kiwi saver investment as 
a $100,000 one, yet we pay a percentage fee of funds under management. Economies of scale 
are kicking in for the Kiwisaver providers, says Stubbs, but there’s no commercial pressure to 
drop fees-in part because they are very difficult for consumers to quantify.  

THE NEW NORMAL?  SUBDUED RETURNS ACROSS ALL ASSET CLASSES 
Vanguard Australia ( one of the world largest investment companies)  modelling shows balanced 
portfolios that hold an even split of Aussie and International shares should see returns of about 
7%-10 on average over the next 10 years, considerably less than returns over the last 5 years. 
Note however those returns have been very high, if one could bank on the Vanguard prediction, 
a smile would be on most investors’ faces. However nobody has a crystal ball that can predict 
absolute returns; most commentators see a variable next 5 years, one or two doomsday 
predictions, and a few optimistic. 

PENSION SPEND 
OECD Countries (25) spend an average of 8.4% on pensions. 5.2% is the Aussie spend. NZ’s is 
4.1%. Yet the headlines continue on unsustainability of New Zealand Superannuation? 
Discussion on retirement income issues is always important for a nation’s well-being, but 
knowledge is such a grey area. Looking at the qualifications and known bias of the commentator 
is one way to assess the substance of comments, also look for long term trends and history of 
the issue raised, and what other countries plural are doing. Does the commentator attend 
seminars on the topic, use research papers as part of their commentary, and involve themselves 
in think tanks. If they don’t, be wary! 

NZ TAX SYSTEM 
“New Zealand has comparatively low income taxes, especially on high levels of ordinary income, 
on dividend income and capital gains. Conversely NZ is a comparatively heavy taxer of 
consumption through its wide ranging GST. Overall, low income earners face a higher tax burden 
than they would if resident in Australia, Canada, UK, while high income earners face a lower tax 
burden... Judged  against the yardstick of international norms NZ under taxes high income 
earners and over taxes low income earners.” 
 

From the book NZ Tax System, NZ taxes in comparative perspective, Rob Salmond Institute of 
Policy Studies, 2011 

BRING BACK THE WORKPLACE PENSION SCHEMES 
Michael Mulholland writing in USA Today, comments that retirement pensions have taken a 
back seat in the last thirty years to corporate profit, and perceived individual liberty to manage 
their own savings. The University of Paris has recently released a study, showing without 
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pensions; older workers are being forced to stay in the workforce longer, squeezing out the 
most productive core workers. The drop in pensions and workplace schemes has also 
contributed to the rising gap between rich and poor. 

The study suggested that part of the answer is that a broader perspective is required, bringing 
government, trade unions, workers together to look at ways of resurrecting pensions or creating 
legislation that requires companies to contribute more to employees. 

It’s interesting that the current approach to long term savings is starting to show flaws; as per 
usual a combination of the past and present approach is probably the best model! 

SCAMMERS AND SUSPICIOUS E-MAILS 
A big issue in New Zealand are scammers including those using e-mails to get their greedy hands 
on your money. There is a cone of silence on this topic, people are embarrassed, follow these e-
mail rules to safeguard your money: 

 Look for variations in the e-mail address-It might come from an address with a 
company’s name, but ending with. biz or .com instead of .co.nz 

 Watch out for bad spelling in the address or e-mails with company name e.g. 
Redpath@secure.com 

 Does the e-mail address you as “valued customer” and not by name? Be wary of “valued 
customer”. 

 Never give out passwords or credentials; a legitimate business does not ask for those 
details. Under no circumstances supply these details. 

 An e-mail which has urgent subject lines. E.g. account suspended, is likely to be false 

 Be wary of opening any attachment which you’re not expecting or are unsure of. Delete 
it. 

 If an e-mail comes from a company you don’t know or expect, google its name to find 
out. Don’t click on the suspicious e-mail logo or links within the email. 

 If the e-mail address or content is unusual or arouses suspicion, delete it. 

 If you think something is unusual or you might be a victim of e-mail fraud, call  Net Safe 
(0508 638723) 

It might be a scam if:  

 you don't know the sender  

 it's addressed to 'My Dear' or something generic  

 there are too many grammatical or spelling errors in the email or SMS text message  

 the email address is a public service domain like Gmail / Yahoo / Live mail  

 a bank that you don't have an account with contacts you  

 you are urged to visit a website to update your account information or fill in a form with 
personal information  

 you're advised to act fast to claim money or some other prize in a lottery or competition 
that you never entered  

 you inherit money or possessions from someone you've never heard of  

 you receive a request from a stranger who needs your help (usually to send money)  

 Someone on a social networking site asks you to send them money so they can pay 
debts or so that they can visit you 
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Never open emails that are from an unknown or dubious source. If an email requests personal 
information, do not proceed. If an email message includes a link, hover your mouse over it to 
see if it relates to the email. Always attempt to verify the authenticity of any email by 
independent means. 

Retirement Commissioner’s 2016 Retirement Income Policy Review.  
The New Zealand Superannuation and Retirement Income Act 2001 requires the Retirement 
Commissioner to review retirement income policies every three years, and report to 
Government. The Terms of reference and aspects of retirement income policies the 
Government has stipulated the 2016 review must address are: 

 An update and commentary on the developments and emerging trends in retirement income 
policy within New Zealand and internationally since the 2013 review.  

 The impact of current retirement income policies on current and future generations, with due 
consideration given to the fiscal sustainability of current New Zealand Superannuation settings.  

 Trends and developments in KiwiSaver and private savings schemes for retirement, including:  
The impact of policy settings (such as employer contributions, default contribution rates, early 
withdrawal and the inability to belong to more than one scheme) on Kiwi Saver participation 
and contributions; and any gaps in Kiwi Saver participation information and how data reporting 
could be improved. 

 With respect to all private savings (including KiwiSaver):  Decumulation and how retirees 
manage their assets along with risk and return during their retired lifetime including: 
Withdrawal patterns; The development and use of annuity and equity release products; and The 
impact of a low interest rate environment on retiree asset management. 

 New Zealand’s aging workforce and the challenges of the changes to the norms of retirement. 

 An assessment of financially vulnerable groups in retirement and the effectiveness of current 
retirement income policies for them.  

Retirement Commissioner Diane Maxwell is taking a new approach to this Review, focusing on 
one issue each month for the 7 seven months beginning April: KiwiSaver, Decumulation, and 
Ageing Workforce, Who pays for what? Vulnerable groups, who gets what? and the 
international picture. 

Public engagement is encouraged through roundtable discussions, blogs, videos, research and 
surveys. As reported on the CFFC website: The cost of taxpayer funded NZ Super will increase by 
mid-century. Healthcare costs will increase too. How will future governments manage the 
challenge? What do we owe our children and grandchildren and what do they owe us?  

The Commission is keen for comments and feedback from as many people as possible. 

Email: review@cffc.org.nz. Join the conversation and follow what is happening on the new 2016 
Review webpages (live mid-April) at: http://www.cffc.org.nz/retirement 
 

Alec Waugh: Chairman. Kaspanz www.kaspanz.com 
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