
The recent lowering of the Official Cash Rate (OCR) to a historical low of 

only 1.0%, with hints from the Governor of the Reserve Bank of New 

Zealand (RBNZ) that it could go lower, creates a double-edged sword. The 

lower OCR is great news for borrowers. However, it is terrible for those 

who are needing income from cash in the bank and for those who have a 

low risk attitude to investing for the long term.  

Historically low interest rates have 

revitalised the old saying of “cash is 

trash”- or in other words, cash left in 

the bank as long term savings gives a 

rubbish return when compared to a well

-diversified investment portfolio with a 

higher exposure to growth investments 

such as shares and property. 

However, falling interest rates may not 

yet be over and more may be heading 

our way. The days of funding retirement 

via bank term deposits is now gone and 

well-diversified investment portfolios 

using a mixture of cash, shares, 

property and fixed interest is what 

many investors now require.  
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Inside •••  Ensure your insurance policy is dynamic—not set and forget. 

•••  Four tips for home saving. 

•••  “It takes money to make money.”  

 KiwiSaver—
are you in the 
right fund? 

We provide advice on KiwiSaver 

and are happy to help you work 

your way through your options – 

with close to 30 different 

providers offering in excess of 

70 schemes this is no simple 

task. 

We have access to independent 

research on KiwiSaver schemes 

which ensures that our advice is 

well-founded.  

“Every time you borrow money,  

you’re robbing your future self.”  

— Nathan W. Morris 

Q3/19 

Give us a call if you want to know how to better position your cash and term 

deposits to provide long term retirement savings. 

CASH is TRASH  
interest rates fall again 

Give us a call and we’ll find the right 

scheme for you.  

THE RECENT LOWERING OF THE OFFICIAL CASH RATE (OCR) TO A HISTORI-

CAL LOW OF ONLY 1.0%, WITH HINTS FROM THE GOVERNOR OF THE RE-

SERVE BANK OF NEW ZEALAND (RBNZ) THAT IT COULD GO LOWER, CRE-

ATES A DOUBLE-EDGED SWORD.  
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Summing up •••  When did you last review your insurance policy? 

•••  All you need is a job and KiwiSaver to become an income-

earning investor. 

This results in premiums having been wasted and, in some instances, 

financial ruin for the policy holder. Could some of these situations  apply 

to you?  

• Being a smoker significantly increases life insurance premiums. We 

met a new client who had given up smoking nine years earlier and 

was paying premiums $850 per annum more than he needed to now 

he was a non-smoker. Our message: tell us if you give up smoking. 

We may be able to save you money. 

• A female professional had income protection insurance with annual 

premiums of $2900 per annum. She gave up work four years ago to 

have children and did not return to the workforce, was not 

generating any taxable income but had continued to pay the 

insurance premiums. Our message: tell us if you stop working and are 

not returning to the workforce. There are different insurance policies 

that will better meet your needs that have a lower premium. 

• A Christchurch resident had car insurance and stated the car is 

garaged nightly. After the earthquake, the car owner moved to 

Auckland. Nine months later the car was burgled and badly damaged 

while parked on the street outside the new home. The car owner had 

not informed the insurance company of the change of address or less 

secure parking arrangement for the car. As a result, the claim was not 

paid. Our message: inform the insurer of any change in address. 

Remember to constantly review and update all your insurances and 

regularly seek professional help.  

 

Your insurance policy 
needs to be dynamic - 

not set and forget 
 IT IS OFTEN DECADES AFTER WE PURCHASE AN INSURANCE  

POLICY THAT WE COME TO MAKE A CLAIM. THE INSURANCE POLICY’S 

TERMS AND CONDITIONS MAY HAVE REMAINED STATIC, BUT YOUR  

PERSONAL SITUATION MAY HAVE CHANGED, RESULTING IN THE INSURANCE 

COMPANY DECLINING YOUR CLAIM.  

 Life tips/1 
“I will tell you the secret to 

getting rich on Wall 

Street. You try to be greedy 

when others are fearful. And 

you try to be fearful when 

others are greedy.”  

– Warren Buffett 

Contact us for more details on 

these and other situations where 

your insurance may not be doing 

what you are paying for it to do.   

“It takes  
money to make 

money.”  
This phrase is sometimes used as a 

convenient excuse to simply not try to 

succeed. It takes nothing other than a 

job and filling in the sign-up form for 

KiwiSaver, to become an income-

earning investor.  

Even the wealthiest people in the 

world had to start somewhere: Steve 

Jobs founded Apple in his mum’s 

garage, Oprah Winfrey was terribly 

poor and ran away from home as a 

teenager, the founder of Starbucks 

grew up in a housing complex for the 

poor, and (though we try and avoid 

politics) Barack Obama’s first job was 

scooping ice cream. Closer to home, 

John Key grew up in a state house 

before working his way to the NZ rich 

list, then later giving his entire prime 

ministerial salary to charity.  

For those with the motivation, making 

money is something derived by hard 

work, discipline and persistence. We 

can all become wealthy if we put our 

minds to it. 
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Summing up •••  Trying to time the market is basically impossible to do 

over the long run. 

•••  What you should know about the trust law changes  

before they come into force. 

Trying to time the market is basically 

impossible to do over the long run. 

Changing fund choices to make the 

most of inevitable market price 

fluctuations is like trying to go faster 

on a crowded motorway by constantly 

changing lanes, only to discover you’re 

going slower than if you’d just stayed 

in your original lane. 

This also applies in the share market 

(depending on fund choice, shares can 

make up a large or small portion of 

investments such as in a KiwiSaver 

Scheme). Especially when it comes to 

shares, many investors think they 

know when to buy and when to sell. 

The challenge is that this means they 

must be right twice: picking the right 

time to buy and the right time to sell. 

Other investors might make emotional 

decisions, like pulling out of the 

market when stock (share) prices are 

going down. This is where the 

experience and guidance of your 

financial adviser can make all the 

difference and help you stay ‘in your 

lane’ and on-track towards your goals. 

Always keep the long-term in mind. 

It’s always been a challenge to get 

together the deposit for a home and it 

has definitely become harder for first-

home buyers over recent years. 

Having a roof over your head to call 

your own is the cornerstone of most 

people’s financial plan. To help those 

on the journey, we have compiled five 

ways you can get a bigger home 

deposit:  

• Increase your savings; 

• Increase your income, saving the 

additional surplus; 

• Consider assistance from family; 

• Invest more into KiwiSaver, and 

Don’t forget to check all mortgage 

options available to you. 

Some long-awaited changes to the law 

of trusts in New Zealand have finally 

been made with the passing of the 

Trusts Act 2019 in July, replacing the 

previous Trustee Act 1956. 

The new law is intended to: 

• Make the law relating to trusts in 

New Zealand more accessible to 

people who are not legally trained; 

• Clarify core trust principles and 

essential obligations for trustees, 

and 

• Preserve the flexibility of the law. 

The new law generally achieves these 

objectives, but it’s more of an 

evolution rather than a revolution in 

the law of trusts in New Zealand. 

Some commentary suggests the new 

law imposes more onerous duties on 

trustees than currently exist under the 

law. For the most part this is 

misconceived and the basic duties and 

powers contained in the new law 

already exist. Problem is, they’re not 

well known or properly applied in New 

Zealand. 

Trustee duties 

The new law specifies two types of 

trustee duties in the form of 

mandatory trustee duties and default 

trustee duties. 

WE ARE OFTEN ASKED IF NOW IS A GOOD TIME TO CHANGE FUND CHOICES 

TO TRY AND ‘TIME THE MARKET’. THIS IS ESPECIALLY THE CASE NOW THERE 

SEEMS TO BE MORE MEDIA ATTENTION THAN USUAL  

Should you 'time the 
market'?  

Four tips for 
home saving 

Continued on page 4... 

 

Life tips/2 

“An investment in 

knowledge pays the 

best interest.”  

– Benjamin Franklin 

Give us a call if you would like details 

on how each of these potentially 

works.  

NEW TRUSTS LEGISLATION  
COMING IN 2021 

NEW ZEALAND HAS ONE OF THE HIGHEST RATES OF TRUSTS PER CAPITA IN THE 

WORLD, BUT THE LAW REGARDING TRUSTS HAS BEEN LONG OVERDUE FOR AN 

UPDATE. IF YOU’RE A TRUSTEE, THERE ARE SOME THINGS YOU SHOULD KNOW 

BEFORE CHANGES COME INTO FORCE IN 2021 

https://www.publictrust.co.nz/personal/trusts/trusts-act


Mandatory trustee duties include: 

• The duty to know the terms of a trust; 

• The duty to act in accordance with the terms of a trust; 

• The duty to act honestly and in good faith; 

• The duty to act for the benefit of beneficiaries or to 

further the permitted purpose of a trust, and 

• The duty to exercise powers for a proper purpose. 

Default trustee duties (which can be modified or excluded 

by the terms of a trust) include: 

• The general duty of care; 

• The duty to invest prudently; 

• The duty not to exercise a power for a trustee’s own 

benefit; 

• The duty to consider the exercise of a power; 

• The duty not to bind or commit trustees to future 

exercise of discretion; 

• The duty to avoid a conflict of interest; 

• The duty of impartiality, and 

• The duty to act unanimously. 

One of the reasons for some of the concerns expressed by 

commentators is that the new law highlights some 

significant issues for the trustees of trusts. The trust 

industry in New Zealand is unregulated and 

unsophisticated and, as a result, the quality of governance 

and administration of trusts is often well below the 

standards expected. It’s these poorly governed trusts that 

the new law is targeted towards, but it will result in a 

higher level of scrutiny on all trusts.  

Disclosure of information 

The most controversial aspect of the new law is the 

obligation to make available ‘basic trust information’ to 

beneficiaries. In New Zealand it’s common for not all (or 

sometimes any) beneficiaries to be properly engaged with 

trustees and often beneficiaries are unaware of trusts 

under which they may have an interest. As a general 

principle, the new law requires there to be at least a basic 

level of reporting to all the adult beneficiaries and to the 

parents/guardians of all the minor beneficiaries. 

This is somewhat controversial in a New Zealand context, 

because most domestic trusts are governed by people 

(including many lawyers and accountants) who are not well 

versed in the law relating to trusts. As a consequence, 

trusts are often governed with the interests of the class of 

beneficiaries as a whole being subordinate to the interests 

of the people who set up the trust. This is plainly incorrect 

and the new law is intended to raise standards of 

governance and administration to levels similar to those 

high standards that have been applied in certain other 

countries for many years. 

Other changes 

The most significant changes to the law of trusts in New 

Zealand also include: 

• An extension of the maximum duration period of a trust 

from 80 years to 125 years; 

• Obligations on trustees to keep certain information 

about trusts; 

• A mechanism to request the court to review the 

decisions and actions of trustees, and 

• Flexible powers for trustees to manage trusts. 

Next steps 

The new law comes into force on 30 January 2021. People 

who’ve set up, or who are beneficiaries or trustees of 

trusts, and their advisers have the benefit of a transition 

period. 

Given the vast amount of wealth in New Zealand held in 

family trusts and the risks associated with being a trustee, 

it’s very important that good advice is taken to make 

certain trusts are compliant and optimised. 

In some situations, this 

may require changes to the 

terms of trusts (if possible) 

and/or the current modus 

operandi for governance 

and administration.  
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DISCLAIMER:  This publication has been prepared for your general information. While all care has been taken in the preparation of this publication, no warranty is given as to the accuracy of the 

information and no responsibility is taken for any errors or omissions. This publication does not constitute financial or insurance product advice. It may not be relevant to individual circumstances. 

Nothing in this publication is, or should be taken as, an offer, invitation, or recommendation to buy, sell, or retain any investment in or make any deposit with any person. You should seek profes-

sional advice before taking any action in relation to the matters dealt within this publication. No part of this publication may be reproduced without prior written permission from our company.  

 

Disclosure statements relating to the financial advisers associated with this newsletter are available on request and free of charge.  

Next step •••   See us about the best options for 

you. 

Continued from page 3... 


