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Retirees should review their income strategy in light of rate cut
Australia’s 3.8 million retirees should review their income generating investment strategy in light of
the RBA’s decision to lower interest rates by 25bp today, according to Australian funds manager
Plato Investment Management (Plato).
While beneficial to homeowners and people trying to buy a home, rate cuts also see Australian
retirees receive less income from their floating rate income investment assets.
Australian overnight cash rates and 10-year government bond yields were already trading at
historical all-time lows before the RBA’s move today, with 10-year bond yields recently dipping below
1.5%.
Don Hamson, Managing Director of Plato, said some market economists were predicting that the
Reserve Bank of Australia may cut two to three more times over the next year.
“Returns on cash, term deposits and products linked to bank bill rates will likely continue to fall under
that scenario. Many income-related products, like income securities or bank hybrids are priced at a
margin to bank bill rates, and we have already seen 90-day bank bill rates fall more than 60 basis
points this year, which is already crimping their income.
“Retirees living off cash-linked income will struggle to make ends meet. So, it is very timely for
retirees to reconsider their income generating asset mix. Thankfully, given the somewhat surprising
election result, retirees can continue to bank on receiving franking credits from Australian share
investments.”
Dr Hamson notes that at a time when interest rates are hitting all-time lows in Australia, dividends
paid by Australian companies have never been stronger. (The Plato Australian Shares Income Fund
has distributed a record amount of dividends this financial year, having distributed a 10% cash yield,
plus over 4% of franking credits, in its September, December and March quarterly distributions,
giving gross distributions after fees of more than 14%.)
“Ironically, the ALP threat to franking has actually caused some companies to flush out excess
franking credits prior to the end of this financial year, providing Australian income investors including retirees - with a record level of dividends.”
However, not all investors and retirees have benefited from this dividend bonanza. Many, retirees in
particular, need to reassess their income generating investments to ensure they are invested in the
best possible income generating equites, not just the big four banks and Telstra, Dr Hamson says
“Dividend increases, for example, have been largely concentrated in the resources sector, with
traditional income stocks like the big four banks and Telstra either maintaining or cutting dividends.
“A cut in interest rates - while it won’t lead to an increase in dividend income - will also lead to
increased investor demand for dividend paying stocks, raising the capital value of some.”
Dr Hamson adds that retirement income offerings tended to be a one size fits all approach. With over
five million baby boomers moving into retirement, the need has never been greater for new and
innovative retirement income solutions for Australia’s retirees.
“Active dividend income strategies should be a key part of the discussion about retirement income,
given that dividend income can be four times that of term deposits.”
Plato is a leader in retirement income generation and highlights how active dividend investing can
provide a regular income plus capital gain from the underlying share. Its listed investment company
(LIC), PL8, is the only LIC to pay regular monthly dividends.
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About Plato Investment Management Limited
Plato Investment Management Limited (Plato) (ABN 77 120 730 136) is an investment management firm specialising in maximising
retirement income for pension phase investors and SMSF investors.
Plato was founded in Sydney by Dr Don Hamson and currently manages over $4.9 billion in FUM (30 June 2018). Plato is majority
owned and operated by its investment staff and supported by its minority equity partner, Pinnacle Investment Management Limited,
a leading multi-affiliate investment management firm. For more information please visit www.plato.com.au
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DISCLAIMER
This communication is provided for general information purposes only. Nothing contained in this communication
constitutes investment, legal, business, taxation or other advice. The information in this communication does not take
into account your investment objectives, financial situation or particular needs.
Plato Investment Management Limited ABN 77 120 730 136 (‘Plato’) AFSL 504616.
Any opinions or forecasts reflect the judgment and assumptions of Plato and its representatives on the basis of
information at the date of publication and may later change without notice. Any projections contained in this
presentation are estimates only and may not be realised in the future. The information is not intended as a securities
recommendation or statement of opinion intended to influence a person or persons in making a decision in relation to
investment. This communication is for general information only. It has been prepared without taking account of any
person’s objectives, financial situation or needs. Any persons relying on this information should obtain professional
advice relevant to their particular circumstances, needs and investment objectives.
Interests in the Plato Australian Shares Income Fund (ARSN 152 590 157), Plato Australian Shares Income Fund
(Managed Risk) (ARSN 126 577 820) and Plato Global Shares Income Fund (ARSN 608 130 838) (‘Funds’) are issued by
Pinnacle Fund Services Limited ABN 29 082 494 362 AFSL 238371. Pinnacle Fund Services Limited is not licensed to
provide financial product advice. A copy of the most recent Product Disclosure Statement (‘PDS’) of the Funds can be
located at www.plato.com.au/retail-funds/. You should consider the current PDS in its entirety and consult your
financial adviser before making an investment decision.
Pinnacle Fund Services Limited and Plato believe the information contained in this communication is reliable, however
its accuracy, reliability or completeness is not guaranteed and persons relying on this information do so at their own
risk. Subject to any liability which cannot be excluded under the Competition and Consumer Act 2010 and the
Corporations Act, Plato and Pinnacle Fund Services Limited disclaim all liability to any person relying on the information
contained in this communication in respect of any loss or damage (including consequential loss or damage), however
caused, which may be suffered or arise directly or indirectly in respect of such information.
Unauthorised use, copying, distribution, replication, posting, transmitting, publication, display, or reproduction in whole
or in part of the information contained in this document is prohibited without obtaining prior written permission from
Plato. Plato and their associates may have interests in financial products mentioned in the article.
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