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Season’s Greetings

Best wishes to you and your 
family for a safe and happy 

holiday, from everyone at Carthills

Our office will close at 4pm on 
Thursday 23 December 2021  

and will reopen on Wednesday  
5 January 2022.

As November drew to a close all eyes were on the new 
strain of the coronavirus, Omicron. Global shares fell 
sharply on fears that Omicron will spread more easily 
than other variants and existing vaccines may be less 
effective against it.  

Markets are likely to remain volatile until there is 
confirmation that a new vaccine can be created  
quickly, which experts believe is likely. Global oil prices 
fell 10% on Black Friday (November 26) on the threat 
of renewed border closures and reduced demand for  
air and road travel.

Elsewhere, the economic signals were mixed. Australian 
company profits rose 4% in the September quarter, and 
5.4% over the year, supported by government subsidies. 
Not surprisingly, the NAB business confidence index rose 
11.2 points in October to 20.8, its second highest result 
on record. But wages growth is lagging, up 0.6% in the 
September quarter and 2.2% over the year. 

Unemployment increased from 4.6% to 5.2% in October. 
While retail sales jumped 4.9%, as lockdowns ended in some 
states, consumers remain jumpy. The ANZ-Roy Morgan 
consumer confidence rating fell over 2 points to 106.0.  

Welcome
December and summer have finally arrived, and 
you can almost hear the collective sigh of relief as 
2021 draws to a close.  

If your goals and priorities have shifted this year, 
you are not alone, so we have included some 
tips to help you set new goals and refresh your 
finances for the year ahead. 

If asset protection and minimising tax are 
important to you, in our second article we discuss 
family trusts, which may be worth considering.  

And finally, gift-giving is typically a big part of 
celebrating Christmas and provides the great 
opportunity to reach out to support those who 
have done it tough this year. 

Whatever your plans for the holidays, we 
wish you and your family a happy festive season.

Economic update

Summer 2021/22
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Family trusts are a popular and effective investment structure to 
manage and protect your family’s fortune, but you don’t have to be 
worth a fortune to benefit from having one.

Despite their appeal, they are not for 
everyone. Indeed, it is suggested that if 
your assets are less than $300,000, and 
that is not counting your super, then it 
may well not be worth your while.

But for those with sufficient assets, a 
family trust can be an effective way to 
protect your family’s assets and limit your 
tax liability at the same time. So how do 
they work?

What is a family trust? 
A family trust is a discretionary trust, 
where assets are placed in the care of a 
third party, the trustee, who manages it 
on behalf of the beneficiaries.

Discretionary trusts are so named 
because the distribution each year of the 
income and capital gains earned by the 
trust to the beneficiaries is at the total 
discretion of the trustee.

Beneficiaries are members of the 
trust and might include parents, 
children, other close relatives, and 
their spouses. A beneficiary may also 
be a company.

Key benefits
As mentioned, the key benefits of a 
family trust are asset protection and tax 
minimisation. A trust provides protection 
from creditors in bankruptcy, but the 
contents of a trust can be included as 
part of the matrimonial pool when it 
comes to divorce. 

All income of the trust, including realised 
capital gains, must be distributed 

each year. It is then included in the 
beneficiary’s assessable income and 
taxed at their personal tax rate.

As a result, a trust can work 
particularly well from a tax viewpoint, if 
you are on a high marginal tax rate but 
your beneficiaries are on low marginal 
rates. If all individual beneficiaries are 
on a marginal tax rate greater than the 
company tax rate, then a family trust 
may include a corporate beneficiary to 
reduce tax.  

More flexibility
Another advantage of a family trust 
is that it offers a flexible, tax effective 
structure to accumulate wealth for 
retirement alongside superannuation.  

Their flexibility also makes them 
particularly attractive for small business 
owners who may run the business 
through a company structure but hold 
shares in that company in a family 
trust. The trust can then direct different 
types of income such as rental income 
from your business premises, franked 
dividends from company profits or 
capital gains to different individuals.

A family trust can also help with 
succession, allowing you to pass control 
of the family trust to the next generation 
by changing the trustee, without 
triggering a tax event.

There are some disadvantages too. 
There is the loss of ownership as the 
trust now owns the asset, not you. 
Also, if the trust suffers an investment 

loss, those losses cannot be distributed 
to offset your personal tax liability but 
must remain inside the trust to offset 
against future income. And there 
are costs involved in setting up and 
managing the trust.

Setting up a trust
To set up a family trust you will need to 
create a trust deed. You will also need to 
do the following:

•  Appoint a trustee and determine 
your beneficiaries  

•  Decide which assets to include in 
the trust (a wide range of assets 
including stocks, bonds, managed 
funds, cash, real estate, antiques 
and fine art can all be included)

•  Apply for an ABN and a Tax file 
number (TFN) and open a bank 
account in the name of the trust.

What about  
testamentary trusts?
Another type of trust popular with 
families is a testamentary trust which 
is created within your Will and does 
not come into effect until your death. 
Similar to family trusts, they have 
the advantage in estate planning of 
providing tax and asset protection 
benefits for the future. 

Family trusts are popular for good 
reason, but you need to make sure 
it is appropriate for your family’s 
circumstances. If you would like to 
know more, give us a call.

This advice may not be suitable to you because contains 
general advice that has not been tailored to your personal 
circumstances. Please seek personal financial advice prior 
to acting on this information.



Carthills Tailored Accounting 
Level 1, 2072 Logan Road 
Upper Mount Gravatt QLD 4122 

P 07 3849 6392 
E advice@carthills.com.au
W www.carthills.com.au

Disclosure: Neil McLennan & Carthills Financial Services Pty Ltd 
are authorised representatives of Godfrey Pembroke Group Pty 
Ltd ABN 38 078 629 973. Australian Financial Services Licensee 
245451.The Bond, Level 3, 30 Hickson Rd, Millers Point NSW 2000

General Advice Warning: This advice may not be suitable to you because it contains general advice that has  
not been tailored to your personal circumstances. Please seek personal financial advice prior to acting on this information. 
Investment Performance: Past performance is not a reliable guide to future returns as future returns may differ from  
and be more or less volatile than past returns.

www.carthills.com.au

Christmas is a time when we come together to celebrate with our family and friends. And, for those who haven’t been able to see 
friends and family due to border closures, it will be an even more joyous occasion this year.

Gift-giving is typically a big part of 
celebrating Christmas and provides a great 
opportunity to reach out to support those 
who have done it tough this year. 

Charity is not just about money 
There are so many ways you can give back 
to the community. It’s not always about 
making a monetary contribution – giving 
your time is just as valuable. Volunteering 
at the local soup kitchen on Christmas Day 
or helping at your local Foodbank or food 
rescue service like OzHarvest can be just 
as valuable. Donating clothes, blankets or 
any other household items that will help 
those less fortunate or vulnerable is always 
welcome, especially at shelters for both 
men and women.  

In recent years, gift bags or hampers are 
becoming increasingly popular too. It’s 
as simple as buying non-perishable food 
items or toiletries from the supermarket 
and creating a food hamper or gift bag.  

Every Christmas, Kmart has the Wishing Tree 
Appeal whereby you can purchase a gift for 
a child and leave it under the tree in the store.  

If you’re unable to donate cash or volunteer 
your time, a blood donation at the Australian 
Red Cross is another option. They are 
always in desperate need of donors. 

And when you donate, you’ll not only get 
to enjoy a little snack afterward, but you’ll 
receive a text message a few days later 
telling you exactly where your donation went.  

Donating regularly  
During the pandemic, there was a significant 
decrease in the number of donations 
made to charities across the country, and 
unfortunately, the amount of money we 
donated declined as well. People were 
unsure about job security, whilst others had 
chosen to donate specifically to the Bushfire 
Appeal early in 2020.i 

Now we are coming out the other side of 
the pandemic economically, reports show 
donations are rebounding and are on the rise 
again. Those who donate, do so regularly 
and they usually have specific charities that 
they donate to. This may be due to personal 
circumstances or to support something they 
are passionate about.

If you’re considering donating to a charity 
this Christmas, you may want to do a little 
research first to find out exactly how your 
money is being distributed. How much 
goes directly to those in need and how 
much is being spent on admin and running 
costs. This is an important factor for many 
and may impact your decision in terms of 
which charity you choose to support.  

The positive effects of  
donating or volunteering 
Donating - whether it’s our time or money 
- will always make us feel good, but it 
shouldn’t be the key driver. Think about the 
impact your donation or time will have on 
those who are on the receiving end.  

Donating will not only have a positive 
effect on the recipient, but it can also 
be beneficial to your children. You can 
teach them from a young age that giving 
back to the community can be very 
rewarding for many reasons.  

Maximising your donation 
There are so many charities to choose 
from in Australia, but it’s also worth 
considering international organisations 
as well.

You may prefer to donate locally, but if 
you decide to choose an international 
charity, your dollar will more than 
likely go a lot further. Especially in 
developing countries, where they may 
need clean water, medical supplies, or 
even infrastructure to build schools for 
young children.  

Remember, if you donate $2 or more, 
you may also be able to make a claim 
on your donation at tax time.  

So, whether you’re volunteering at a 
homeless shelter or soup kitchen or 
giving a monetary donation – helping 
others who are less fortunate could be 
the best gift of all this Christmas.  

To find out more about volunteering  
or donating in your local city go to –  
https://christmasinaustralia.com.au

i JBWere and NAB Charitable Giving Index


