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Kevin Rudd certainly hopes not and is spending up big to prevent it. The technical definition of a Recession  
is two consecutive quarters of negative GDP growth. In other words, 6 months where the economy shrinks. 
Whether we ‘technically’ meet the definition of a recession or not, we are either already practically in a recession, 
or just about to enter one. The recent  negative December quarter GDP figures, coupled  by rising unemployment  
following some rather well publicised job losses at Pacific Brands, all point to a looming recession. 
 
Besides the Government splashing cash around in December and even more over the coming months,  
the Reserve Bank has aggressively slashed interest rates by 4% in an attempt to stimulate the economy.  
 
This  has  been  Australia’s  response to the  current  global  financial  turmoil. We are  not  alone, government’s 
worldwide  face  slowing  domestic  economies, rising  unemployment and  mounting  bank losses. Interest rates 
in the UK, are at  their lowest  level in 300 years, which might  sound  like a great  boon for home buyers, trouble  
is, it is virtually  impossible  to borrow  money in the UK. The  banks  have  simply stopped  lending. 
 
What started with some dodgy, Sub Prime Loans, in America has contaminated and crippled the global banking 
system. Governments have been forced into bailing out, or propping up banking giants in the US & Europe. The 
numbers  are staggering. The world’s  biggest  bank 2 years  ago – Citigroup, is now  trading at less than $1 per 
share. US  insurance  major AIG  recently  announced a $61 Billion  loss  for the  December  quarter alone – in  
other  words, AIG  lost  more  money  in  3 months  than  the  combined  value  of  the  CBA & ANZ  banks. 
 
There is a growing consensus that the only way to ‘fix’ the system, is for Governments to set up their own  
‘Bad Bank’, to  buy  these  dodgy  loans. Trouble is, as unpopular as more  taxpayer  funded  bailout  are, 
 no one  can agree  on  the  value  of  these  dodgy  loans  to  be  able  to  sell  them  to  the  Government. 
 
In the mean time, stock markets over the world, continue to cause investors and pensioners to worry about their 
investments and financial future. People have lost money and in some cases considerable amounts as all asset 
classes have lost value. Shares (-55%), Property Funds (-65%) and even Cash has lost value. Cash you might 
query  -  yes, for those lucky  enough to get a rate of  7% last year, will find that they only can only get 3.5% this 
year, so cash rates too  have fallen, so much  that they are now  below the rate of  inflation. But it is important to 
remember a few key points: 
�
Speculators  take  short  term  positions, Investors are there for the long haul . Long  Term  investments such as 
shares & property  are  more volatile, but  history  tells us they out  perform all other assets  over time. If you are 
invested in a well diversified portfolio, whilst negative over the last year, it’s vital that you check your investments 
remain of a high quality. It is quality investments which have (a) not fallen as much as other investments, and (b) 
are better placed to capitalise on the rebound. Because when things do turn, they will do so quickly and strongly. 
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Footy fans  Australia  wide are  waiting for  the kick off  to the new  AFL season. Soon, 
people will stop thinking  about  recessions and economic  meltdown and their focus will 
shift to Ben Cousins’ first battle with Chris Judd. But if you are a keen footy fan, the real 
interest is who will win the GNS Footy Tipping crown for 2009. 
 
I’m sick of the bragging  I have  heard all  Summer from my father Greg, who  took off 1st 
place last year. So please  help  me  knock  him off  this  year by joining  the GNS Footy 
Tipping Competition.  Tips can be entered via our website each week before the 5.00pm 
lock off.  
All you need to do is call Jenny – 9499 7444 to set up your account, hand over your $30  
&  knock  off  my  old  man! The more the merrier, clients, staff, family, just don’t  forget  your  tips  each  week. 
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The  government’s  attempt  to stimulate  the  economy  and  to  soften the  impact of the  global  recession  hinges on a $42 Billion spend-
ing package.  $14.7 billion  will be provided over the next 3 years to eligible schools for the construction of assembly halls, libraries, indoor 
sports centres or similar facilities for every school in Australia.  Funding also includes $200,000 per school for maintenance and renewal 
works, and  500  new  science  and  language  learning  laboratories. 
 
$6 billion will fund approximately 20,000 new public and community  housing dwellings by December 2010.  
$252 million will be spent on 802 new defence homes, and additional  $800  million  will  be  spent  on  new  rail crossing  boom  gates,  
community  infrastructure and  regional  road  repairs. 
 
The other key stimulus measures include: 
 
30% Depreciable Asset Allowance 
If you are a business owner and in need of some new plant or equipment, there has never  
been a better opportunity to capitalise on a softening economy and position your business  
for the economic recovery. 
 
If you purchase a new asset for your business between 13 December 2008 and 30 June 2009,  
you will most likely be eligible to claim an additional 30% tax deduction this year, and continue  
to claim all of your depreciation as per normal. 
 
The key criteria are: 

·  The assets must be a depreciating asset used in a business and deductible under 
Division 40 of the ITAA 1997; 

·  The asset needs to be a new asset or a new improvement to an asset (2nd hand assets are ineligible); 
·  The asset is a tangible asset (ie. Not software, goodwill etc) 
·  For assets purchased between 13 December 2008 and June 2009 - a 30% tax allowance will apply 
·  For assets purchased between 1 July 2009 and 31 December 2009 – a 10% tax allowance will apply 
·  If your business turnover is below $2 million, the asset needs to cost more than $1,000. 
·  If your business turnover is above $2 million, the asset needs to cost more than $10,000. 

 
The additional deduction will be claimed by business taxpayer’s in their tax return (i.e. 2008/09 or 2009/10 financial years). 
 
The most common assets our clients will purchase to take advantage of this additional benefit include:  
               new Motor Vehicles, new Computer Systems, new Tractors, new Fork Lifts and new Machinery. 

We have noticed an increase in clients asking about setting up a Self Managed Super Fund. But one curious thing we have noticed is a 
drop off in clients wanting to put extra money into Super over the last year.  Everyone is aware of the many tax benefits of investing in 
super, such as 15% tax rates and tax free pensions, but the really interesting fact is that when shares are soaring – people  can’t  get  
enough of them.  Now  when  they  are  at  5  year  lows,  no  one  wants  a  bar  of  them. 
 

For example,  back in 2007, if  you  put  $10,000  into  super,  you  would  have  been  able  to  buy 160  CBA  shares  at  $62.  
Now  the  same  $10,000  could  buy  370 shares at  $27. 
 
Same  company, same  dividend, but  more than  double  the  number of shares. These  same  CBA  shares  are now  paying a grossed up 
dividend  yield  of 12%. Even  if  they cut their dividend by 25% (as ANZ has proposed) that just brings  the dividend back to 9%. Why would 
you invest in a CBA Term Deposit at 3.5%, when you can get a dividend of 9% or more? 
 
Many economists have described the last 12 months as a once in a lifetime economic crisis, we could also be witnessing a once in a lifetime 
opportunity to buy cheap shares.  
Will the market head lower – possibly, but where will we be in 5, 10, 20 years time……. Significantly higher I believe, for what its worth. 
 

Why do I say this......several reasons, but the  biggest reason is CHINA. Over the next 16 years they 
need to build more than 350 million new homes just to house their growing population – this is more 
homes  than  there are in the  whole US. They need to  build 10  new  cities  with the office  space of 
New York City. They need to build 5 billion square metres of roadway and 100 mass public transport 
systems  the  size of the  London  Tube. Australia is well  placed to capitalise on this growth, not just 
because  of  our  proximity  and  natural  resources, but  because  of the  engineering, technical and 
financial talents we possess. Australia’s biggest challenge will be holding on to these resources.  
 
Giving  away  RIO Tinto  and  Australia’s  future  to  the  Chinese  at  the bottom  of  the  market  is 
a  real  shame  for  our  country’s  long  term  prosperity.  With  a  disastrous   purchase  of  Alcan  
at  the  top  of  the  market,  the  refusal  to  talk  to  BHP  at  $150  a  share,  and  now  selling  out 
to the Chinese at the bottom of the market, the RIO board  should  be run  out of town. 
Unfortunately,  the  RIO  board  does  not  live  in  our  country  to  do  so..  
 
So here is Wayne  Swan’s  opportunity to  resurrect  a disaster to  Australia’s long  term  benefit. By 
allowing the Chinalco transaction to proceed, Swan should stipulate requirements, which returns the 
board and control of RIO to Australia, and set in place expansion requirements  which  re-stimulates 
a flagging Western Australian economy.  Watch this space! 
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Eg. A Business with a turnover of $1.2 million, purchases a $44,000 new work van which is used 100% for business purposes on 25 
March 2009.  The business would be entitled to claim back the $4,000 GST on their March Quarter BAS.  
In their 2008/09 Tax Return, they would be entitled to claim an additional tax deduction of $12,000 ($40,000 x 30%).  
They will also continue to claim their normal depreciation on the $40,000 vehicle. 
 
 
 
 
 
 
 
 
 
 
 
It is also very  important that  if you are  planning to  finance the purchase of a new plant / car etc, that the finance is structured correctly 
so that you are eligible for the additional 30% tax deduction as there are some finance  products which will deny you the extra benefit.  
So don’t get fooled by an eager car salesman who thinks they are tax advisers, call us and allow GNS, to not only get you a great  
interest rate on your finance from our panel of lenders, but make sure that you are eligible for the extra 30% allowance. 

 
Money – Money - Money 

To start with, all individual bonuses are not taxable income, nor will they be included as income for social security purposes. 
 
Tax Bonus for Working Australians 
This would have to be one of the most confusing government handouts going around. To start with, you don’t actually need to be working 
to be eligible  despite what the name implies. Australian residents with a taxable income of $100,000 or less in the 2007/08 financial year 
will potentially receive a bonus of up to $900. 
 
Eligibility for the bonus, is determined by your net tax liability in the 2007/08, after allowing for all imputation credits and other tax offsets. 

 
Eligibility is calculated on an individual basis, therefore it is not dependant on family 
taxable income or your asset position. Eg, if one member of a couple had a taxable  
income greater than $100,000, their lower or middle-income spouse may still be eligible. 
 
Besides  your  taxable  income, you do need to be paying  some  income tax after  
accounting for Imputation Credits and all other tax offsets such as the Low Income  
Rebate and Senior Australian Tax Offset (SATO).  
 
The Tax Office will make the payments from April onwards, but you need to  
have lodged your 2007/2008 tax return before June 30 2009 to be eligible.   
 
If you have not lodged your 2007/08 tax return, please contact our office about having  
it prepared and submitted ASAP. Similarly if you have changed address, please  
contact Jenny—9499 7444  to make sure that your details are up to date. 
 

Single-Income Family Bonus 
The Single Income Family bonus is designed to assist families with only one income earner.  
Centrelink will pay a bonus of $900 per family where the family is eligible for Family Tax Benefit Part B (FTB-B) as at 3 February 2009. 
 
 
Back to School Bonus ($950 per child) 
 
The Back to School Bonus will be a one-off bonus of $950 per school age child intended to assist with families’ 2009 academic year costs.  
Centrelink will pay the bonus where the following conditions are met: 

The child is aged between 4 and 18 years old on 3 February 2009; and 
The child is eligible for Family Tax Benefit Part A (FTB-A) as at 3 February 2009. 

 
The once-off Back to School Bonus is additional to the ongoing Education Tax Refund 50% offset for eligible education expenditure. 
 
Farmer’s Hardship Bonus ($950 per household) 
The Farmer’s Hardship Bonus will be available to eligible: 

Some Farmers and Small businesses in farming areas which receive exceptional circumstances (EC) income support. 
 
Centrelink will pay the bonus to households in receipt of any of the following as at 3 February 2009: 

·  Farmer EC relief payments; 
·  Farmer interim income support payments; 
·  Small Business EC relief payments; 
·  Small Business interim income support payments; 
·  Transitional income support payments; or 
·  Farm Help income support payments. 
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Eligibility and effect of the Business Investment Allowance 

Type of Business Small Business (Turnover <$2 Million) Other Business (Turnover >$2 Million) 

Required cost of Asset (ex GST) > $1,000 > $10,000 

Additional tax deduction for 13/12/08 to 
30/6/09 assets  (as % of cost) 

30% 30% 

Additional deduction for1/7/09 to 
31/12/09 assets (as % of cost) 

10% 10% 

Taxable income in 
2007 / 2008 

Bonus 

$80,000 or less $900 

$80,001 to $90,000 $600 

$90,001 to $100,000 $250 
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Energy Efficiency Support for owner-occupiers and landlords 
Insulation installation and supply to owner occupiers ($1,600 per dwelling) 
All home owner-occupiers without ceiling insulation in their home may receive free insulation and installation between: 
 1 July 2009 and 31 December 2011 up to a maximum $1,600 value. 
 
Eligibility requires installation of insulation where there was previously none; therefore it will not apply to the replacement of insulation. 
 

Insulation installation by rental property landlords with tenants ($1,000 per dwelling) 
The existing Low Emissions Plan for Renters Rebate (previously $500) will be doubled to $1,000,  

for landlords with tenants that install insulation before 30 June 2011.   
 

Solar hot water rebate ($1,600 per dwelling) 
The existing solar hot water rebate will be increased to $1,600 (previously $1,000) for solar hot water systems installed in an  

individual’s principal place of residence where an existing electric storage hot water system is replaced with either: 
A solar hot water system; or 

A heat pump hot water system 
 
The previous means testing of the solar hot water rebate will be removed and households must choose either the Insulation Rebate or the 
Solar Hot Water Rebate. 
 
Training and Learning Bonus ($950 per individual) 
The Training and Learning Bonus is a one off bonus payable to individuals who are recipients of the following Government benefits as at 3 
February 2009: 

·  Youth Allowance or Austudy 
·  Sickness Allowance or Special Benefit 
·  FTA-A where the family has one or more eligible dependant full time students between 21 to 24 years old (the bonus will be 

paid per student in this case). 
 

Payment by Centrelink will occur automatically in the fortnight commencing 24 March 2009. 
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The Government has proposed to cut the minimum pension obligations of most self funded pensioners for the 2008/09 financial year by 50% 
in response to the decline of investment markets. This is to avoid the need to crystalise losses just to satisfy a minimum pension payment.   
For most pensioners, they draw more than their minimum pension as the minimum is insufficient to cover their living costs, these people can 
certainly continue to draw what they need. 
 
Eg. A 63 year old Pension with a superannuation balance of $400,000 at July 1 2008, had a minimum pension of $16,000 previously.  Under 
the proposed changes, you would only need to withdrawal $8,000 over the 08/09 year. At the time of publication, the Senate has not approved 
this measure.  
We will notify affected clients in the coming weeks once the Government gets the go ahead. 
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