
BEFORE YOU GET STARTED
 This Wealth Adviser publication is published by Wealth Today Pty Ltd 

(AFSL 340289), Sentry Advice Pty Ltd (AFSL 227748), Synchron Advice 
Pty Ltd (AFSL 243313) and Millennium3 Financial Services Pty Ltd (AFSL 
244252) and contains general and factual information only.

Before acting on any information contained herein you should consider if 
it is suitable for you. You should also consider consulting a suitably qualified 
financial, tax and/or legal adviser.

Information in this document is no substitute for professional financial 
advice.

We encourage you to seek professional financial advice before making any 
investment or financial decisions.

In any circumstance, before investing in any financial product you should 
obtain and read a Product Disclosure Statement and consider whether it is 
appropriate for your objectives, situation and needs.
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Introduction: The Intersection of Philosophy and Wealth Management
In today’s volatile financial landscape, navigating market fluctuations and securing 

wealth for future generations requires more than just strategic investments. The principles 
of Stoicism—a philosophy founded in ancient Greece—provide a timeless blueprint for 
maintaining emotional resilience and making rational decisions in the face of uncertainty. 
At its core, Stoicism teaches individuals to focus on what can be controlled, accept what 
cannot, and maintain equanimity amid challenges. These lessons are remarkably applica-
ble to both personal finance management and the long-term preservation of wealth.

When financial storms hit, whether due to market crashes or broader economic down-
turns, individuals often fall victim to emotional reactions. These reactions, driven by fear 

STOIC STRATEGIES
for Weathering Financial Storms 
and Building Generational Wealth



or panic, can lead to detrimental decisions such as selling 
assets at a loss or making impulsive investments. According 
to the article “Survive the Next Crash by Learning from the 
Stoics,” Stoicism emphasises emotional control, which is 
critical during crises. The article notes, “By understanding 
the limits of your control, you free yourself from fear and 
focus on the practical actions that can improve your situation” 
(Firstlinks, para. 4). This mindset is crucial when managing 
personal finances or steering through market downturns.

Similarly, when it comes to building and preserving gen-
erational wealth, Stoicism offers valuable lessons. Wealth 
transfer across generations is fraught with challenges—fi-
nancial mismanagement, lack of education, and the erosion 
of family values can all threaten a carefully built financial 
legacy. As discussed in the article “Preserving Wealth 
Through Generations Is Hard,” many families struggle to 
maintain wealth through generations, often due to emo-
tional and psychological factors that lead 
to poor decision-making. Understanding 
how Stoic principles can be applied to 
these long-term financial strategies will 
offer a fresh perspective on wealth man-
agement that transcends mere numbers 
and forecasts.

The Stoic Approach to Financial 
Crises: Control What You Can

One of the central tenets of Stoicism is 
the distinction between what can and can-
not be controlled. In the context of finan-
cial crises, this principle offers a powerful 
framework for managing investments. 
During times of uncertainty, it’s common 
for investors to feel overwhelmed by ex-
ternal factors—market fluctuations, global 
events, or economic policies. However, Stoicism teaches 
that we should focus our efforts on the things within our 
control, such as managing risk, making informed decisions, 
and maintaining a diversified portfolio.

The article “Survive the Next Crash by Learning from the 
Stoics” emphasises the importance of mental preparation 
for setbacks: “Crashes are inevitable, but it’s how we prepare 
and respond that defines our success” (Firstlinks, para. 8). 
This Stoic mindset can be translated into practical financial 
strategies, such as setting aside emergency funds, ensuring 
adequate insurance coverage, and avoiding overly risky 
investments. While you cannot predict market crashes, you 
can control how you prepare for them by building a robust 
financial safety net.

Stoicism also advocates for remaining calm and delib-
erate when external events cause stress. This principle 
directly translates to financial decisions—panic selling or 

impulsive buying during market swings often results in 
significant losses. As external sources point out, maintain-
ing emotional control is key to making rational decisions, 
even when the markets are volatile. Research on behavioral 
finance has shown that emotional decision-making can lead 
to underperformance in investments, reinforcing the value 
of Stoic principles in financial management.

 
Building Emotional Resilience in Times of 
Financial Uncertainty

Financial uncertainty can be a significant source of 
anxiety and fear. However, emotional resilience, as taught 
by Stoicism, provides a way to remain steady during these 
turbulent times. One of the key Stoic ideas is apatheia, 
often misinterpreted as indifference, but more accurately 
understood as emotional equilibrium. This is the ability to 
maintain a clear, rational mindset, regardless of external 

circumstances—precisely what is needed 
in times of financial volatility.

Investors who let their emotions 
guide their decisions often suffer from 
what behavioral finance refers to as the 
herd mentality—following trends blindly, 
buying at peaks, and selling at lows due to 
panic. Stoicism, however, advocates for 
inner calm and rational decision-making, 
encouraging a perspective that allows in-
dividuals to see beyond immediate losses. 
As the article “Survive the Next Crash by 
Learning from the Stoics” highlights, “By 
cultivating emotional resilience, investors 
can ride out the storms rather than being 
swept away by them” (Firstlinks, para. 5). 
This idea applies broadly, whether during 
a stock market crash or a personal finan-

cial setback.
Emotional resilience can also help investors develop a 

long-term vision. Stoic philosophy teaches us to look at life 
through a broader lens, to anticipate setbacks, and to under-
stand that nothing, including financial success, is permanent. 
This can help investors avoid being discouraged by temporary 
losses and stay focused on long-term financial goals. For 
example, studies on financial planning during economic re-
cessions show that those who remain calm and stick to their 
investment plans are more likely to achieve long-term gains 
than those who react impulsively to market dips.

External research supports this Stoic idea. A study 
published in the Journal of Behavioral Finance found that 
investors who can manage their emotions during times of 
market volatility tend to perform better over time. These 
investors are less likely to sell assets during downturns, 
allowing them to benefit when markets recover. This aligns 
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with the Stoic approach of preparing for the worst and 
remaining emotionally steady.

Practical steps to build this resilience include diversifica-
tion of assets to spread risk, setting clear financial goals, and 
establishing an emergency fund that covers several months 
of expenses. By focusing on long-term stability and prepar-
ing for potential financial challenges, individuals can face 
uncertainty with greater confidence.

Strategic Wealth Management: Securing Your 
Legacy for Future Generations

While navigating financial crises is essential, ensuring 
that wealth is preserved for future generations poses its own 
set of challenges. As detailed in “Preserving Wealth Through 
Generations Is Hard,” maintaining wealth over time is dif-
ficult due to both financial mismanagement and emotional 
complexities within families. Here, too, Stoicism offers valu-
able insights—particularly around rational decision-making, 
discipline, and the importance of legacy.

The concept of oikonomia in ancient Greek thought, from 
which the word “economy” is derived, referred to house-
hold management, which included the rational distribution 
of resources. Stoics emphasised the importance of prudence 
in managing one’s affairs, which directly translates into 
modern financial planning. To preserve wealth for future 
generations, families must be deliberate in their financial 
decisions, maintaining discipline over time and teaching 
these values to their heirs.

The article emphasises that “the failure to properly 
educate the next generation on wealth management often 
leads to the erosion of financial legacies” (Firstlinks, para. 
10). Financial education is critical—not only about managing 
assets but also about maintaining the values that underpin 
long-term financial stability. A lack of financial literacy 
among heirs often results in mismanagement of inherited 
wealth, leading to its rapid depletion. By instilling Stoic 
principles of discipline, rational thinking, and self-control, 
families can better prepare the next generation to handle 
their inheritance responsibly.

Effective estate planning is another key element in 
preserving wealth through generations. The article stresses 
that clear, structured plans—such as wills, trusts, and family 
governance policies—are crucial to minimising disputes 
and ensuring that wealth is transferred smoothly. External 
sources also support this. According to a report by Wealth-X, 
approximately 70% of wealthy families lose their wealth by 
the second generation, and 90% by the third. This under-
scores the importance of strategic planning and education in 
safeguarding a family’s financial legacy.

Additionally, the psychological aspects of wealth transfer 
should not be overlooked. Inheriting large sums of money 
can lead to emotional and social challenges for heirs, which 
can contribute to poor financial decision-making. Stoic phi-
losophy encourages a mindset of self-sufficiency and per-
sonal responsibility, which can help mitigate some of these 
challenges. By teaching heirs the importance of prudence, 
rationality, and self-discipline, families can equip them with 
the tools needed to preserve wealth across generations.

Conclusion: Stoicism as a Blueprint for Long-
Term Financial Success

In both the day-to-day management of personal financ-
es and the complex task of preserving wealth for future 
generations, Stoic philosophy offers a practical and enduring 
guide. By focusing on what can be controlled, preparing for 
setbacks, and maintaining emotional resilience, individuals 
can navigate financial crises with greater clarity and confi-
dence. Additionally, applying Stoic principles of discipline 
and rationality to wealth management ensures that financial 
legacies can endure.

The lessons from Stoicism, combined with strategic 
financial planning, create a powerful framework for both 
short-term survival and long-term success. The articles 
“Survive the Next Crash by Learning from the Stoics” and 
“Preserving Wealth Through Generations Is Hard” provide 
valuable insights into how these ancient principles can be 
applied to modern financial challenges. As the financial 
world continues to face uncertainty, Stoicism remains as 
relevant today as it was centuries ago—offering timeless 
wisdom for building wealth, managing crises, and securing a 
legacy for the future.
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BY WEALTH ADVISER 

1 Introduction: The Complexity of  
Wealth Preservation
In the intricate world of financial planning and wealth 

management, few areas are as complex and consequential 
as the intersection of family trusts, deceased estates, and 
taxation. For many Australians, these topics represent a 
maze of legal, financial, and administrative challenges that 
can significantly impact their ability to preserve and transfer 
wealth effectively.

The scale of this issue is substantial. According to the 
Australian Financial Review, as cited by Greg Russo:

“...the Australian Taxation Office estimates that there 
are well over 800,000 Family Trusts in Australia, controlling 
more than $3 trillion of assets.”

This staggering figure underscores the prevalence and 
importance of family trusts in the Australian financial 
landscape. However, the complexity doesn’t end with 
the establishment of a trust. As we delve deeper into the 
subject, we’ll discover that even death doesn’t bring an end 

to financial obligations and considerations.
In fact, as noted in the AdviserVoice article, “Everyone 

knows the famous Benjamin Franklin quote about death and 
taxes, but not everyone is aware that tax obligations con-
tinue after death.” This ongoing responsibility adds another 
layer of complexity to the already challenging task of wealth 
preservation and transfer.

2 Family Trusts: A Powerful Tool for Asset 
Management

At the heart of many wealth preservation strategies lies 
the family trust. But what exactly is a family trust, and 
why has it become such a popular financial structure in 
Australia?

Legal Framework of Trusts
Greg Russo provides a concise explanation of the legal 

framework:
“A trust is not a legal person like a company or an incor-

porated association. Trusts can be understood in terms of 
the relationships that they create between the legal owner of 

BEYOND THE GRAVE
Family Trusts, Deceased Estates, and 
Tax Strategies for Wealth Preservation
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assets and the beneficial owner of assets.”
This separation of legal ownership and beneficial own-

ership is key to understanding the power and flexibility of 
family trusts. As Russo further explains:

“Family trusts effectively split ownership and control in 
property between trustee and beneficiaries.”
Key Components of Family Trusts

To fully grasp the structure of a family trust, it’s essential 
to understand its key components:
1.	 Trustee: The person or company responsible for adminis-

tering the trust on a day-to-day basis.
2.	 Appointor/Principal/Guardian: The entity with the 

ultimate power to control the trust through the ability to 
remove and appoint trustees.

3.	 Beneficiaries: The individuals, companies, other trusts, 
or charities that may benefit from the trust.

Advantages of Family Trusts
The popularity of family trusts stems from their signif-

icant advantages, particularly in the areas of taxation and 
asset protection.

From a taxation perspective, trusts offer flexibility in 
income allocation. As Russo notes, “The flexibility of trusts 
may allow a trustee to allocate future income between a 
class of beneficiaries in a flexible and tax effective manner.”

In terms of asset protection, family trusts can offer a 
shield against insolvency. Russo points out that “Family 
trusts can offer protection against insolvency of a trustee, 
beneficiary, or appointor.”

This combination of tax efficiency and asset protection 
encapsulates the essence of why many choose to establish 
family trusts. As John D. Rockefeller famously said, and as 
quoted by Russo, the goal is to “own nothing, but control 
everything.”

Disadvantages of Family Trusts
However, it’s crucial to acknowledge that family trusts 

are not without their drawbacks. Russo highlights several 
key disadvantages:
•	 Ongoing administrative costs
•	 Increased complexity in financial structure
•	 Complicated and somewhat uncertain taxation aspects

These factors underscore the importance of careful con-
sideration and professional advice when deciding whether a 
family trust is the right strategy for an individual’s financial 
situation.

3 Deceased Estates and Ongoing Tax 
Obligations

While family trusts can be powerful tools for wealth 
management during one’s lifetime, the story doesn’t end 
with death. In fact, managing the tax obligations of a 
deceased estate can be one of the most challenging aspects 
of estate administration.

Steps to Finalise Tax Matters for Deceased Estates
The AdviserVoice article outlines several crucial steps that 

must be taken to finalise the tax matters of a deceased estate:
1.	 Notify the ATO of the death
2.	 Determine whether a grant of probate or letters of admin-

istration is needed
3.	 Notify the ATO about who is managing the estate
4.	 Manage any business tax obligations if applicable
5.	 Check if a final tax return for the deceased needs to be 

lodged

The ‘Date of Death’ Tax Return
A key concept in managing deceased estates is the ‘date 

of death’ tax return. As explained in the AdviserVoice 
article:

“This is called a ‘date of death’ tax return and covers 
the income year in which the person died, up to the date of 
death.”

This return must include all income earned up to the date 
of death, including salary, investment income, capital gains, 
and taxable superannuation income.

Treatment of the Family Home
The family home often represents a significant portion of 

an estate’s value, and its tax treatment after death can have 
substantial implications. The AdviserVoice article notes:

“If the deceased purchased the property before 20 
September 1985 and is inherited after this date, the prop-
erty is valued at its market value at the date of death of the 
property owner and beneficiaries generally have two years 
to sell the property to qualify for a CGT exemption.”

For homes purchased after 20 September 1985, different 
rules apply, particularly concerning the main residence CGT 
exemption.

Capital Gains Tax Considerations
Both articles emphasise the importance of understanding 

capital gains tax (CGT) in the context of deceased estates. As 

The family home often represents a significant portion of an estate’s value, 
and its tax treatment after death can have substantial implications.
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Russo points out, “capital gains are still taxable after death, 
but capital losses die with the deceased.”

This asymmetry in the treatment of gains and losses 
highlights the need for careful tax planning, both before and 
after death.

4 Superannuation  
and Estate Planning

Superannuation forms a significant part of many 
Australians’ wealth, and its treatment in estate planning 
requires special consideration.
Superannuation and Deceased Estates

The AdviserVoice article emphasises an important point 
about superannuation and deceased estates:

“...super death benefits don’t automatically form part 
of a deceased member’s estate. This is because super isn’t 
considered to be a personal asset that’s owned in the client’s 
own name; it’s held in trust by the super fund’s trustees.”

This distinction has important implications for how 
superannuation is distributed after death and how it’s taxed.

Tax Implications of Superannuation Death Benefits
The taxation of superannuation death benefits depends 

on several factors, including the relationship between the 
deceased and the beneficiary, and whether the benefit is 
paid as a lump sum or an income stream.

As the AdviserVoice article explains:
“Superannuation lump sum death benefits are tax free if 

paid to a ‘death benefits dependant’ for tax purposes.”
The definition of a ‘death benefits dependant’ is specific 

and includes spouses, children under 18, and individuals in 
an interdependency relationship with the deceased.

Self-Managed Super Funds (SMSFs) in Estate Planning
For those with Self-Managed Super Funds, estate plan-

ning takes on additional complexity. The AdviserVoice 
article advises:

“When creating an estate plan for clients with an SMSF, it 
is important to:
•	 ensure the estate plan transfers control of the SMSF, in-

cluding the power to pay death benefits, in line with the 
client’s wishes

•	 consider whether a binding death benefit nomination 
should be made.”

Integrating Family Trusts in Estate Planning
While not directly addressed in the AdviserVoice article, 

it’s worth noting that family trusts can play a crucial role in 
estate planning. As Russo points out:

“The ability of trusts to be able survive the passing of (or 
loss of capacity of) a trust controller creates both opportuni-
ties and complexities when addressing succession of control 
issues that arise in estate planning.”

This highlights the potential for family trusts to be used 
as part of a comprehensive estate planning strategy, poten-
tially in conjunction with careful superannuation planning.

5 Strategies for Effective  
Wealth Preservation and Transfer

Given the complexities involved in family trusts, 
deceased estates, and their associated tax implications, 
developing effective strategies for wealth preservation and 
transfer is crucial.

Importance of Proper Estate Planning
Both articles underscore the critical nature of thorough 

estate planning. As Russo notes in his case study:
“When estate planning, family trust controllers need, 

in addition to executing a will to deal with estate assets, to 
make provision for the succession of family trust control.”

This highlights the need for a comprehensive approach 
that considers all aspects of an individual’s financial situa-
tion, including trusts, superannuation, and other assets.

Strategies for Minimising Tax Liabilities for Beneficiaries
Several strategies can be employed to minimise tax 

liabilities for beneficiaries. These may include:
1.	 Careful structuring of family trusts to allow for flexible 

and tax-effective income distribution
2.	 Strategic use of the main residence CGT exemption when 

dealing with the family home in a deceased estate
3.	 Thoughtful planning of superannuation death benefit 

nominations to ensure benefits are paid to ‘death benefits 
dependants’ where possible

Intergenerational Wealth Transfer
The scale and importance of intergenerational 

wealth transfer in Australia cannot be overstated. As the 
AdviserVoice article notes:

“The Productivity Commission’s 2021 report highlights 
an expected A$3.5 trillion intergenerational asset transfer in 
Australia by 2050, making estate and related tax planning an 
integral part of the advice process.”

Navigating the maze of family trusts, deceased estates, and tax strategies for 
wealth preservation is a complex and challenging task. The interplay between 

these various elements requires careful consideration and expert guidance.
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This staggering figure underscores the critical need for 
effective wealth preservation and transfer strategies.

Conclusion
Navigating the maze of family trusts, deceased estates, 

and tax strategies for wealth preservation is a complex and 
challenging task. The interplay between these various ele-
ments requires careful consideration and expert guidance.

As we’ve seen, family trusts can be powerful tools for 
asset management and protection, but they come with their 
own complexities and ongoing responsibilities. Similarly, 
the management of deceased estates involves a range of tax 
obligations that continue long after an individual’s passing.

The role of superannuation in estate planning adds 
another layer of complexity, with its unique tax treatment 
and distribution rules. All of these elements must be care-
fully considered and integrated into a comprehensive wealth 
preservation and transfer strategy.

Given the scale of intergenerational wealth transfer 
expected in Australia in the coming decades, the importance 
of getting these strategies right cannot be overstated. As 
both Russo and the AdviserVoice article emphasise, seeking 
professional advice is crucial in navigating these complex 
matters.

Ultimately, while the maze of wealth preservation may 
be complex, with careful planning and expert guidance, 
it’s possible to create strategies that effectively protect and 
transfer wealth, ensuring a lasting financial legacy for future 
generations.
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1. Introduction
In today’s interconnected global economy, investors face 

a complex landscape shaped by monetary policy shifts, 
political uncertainties, and evolving trade dynamics. The 
recent US Federal Reserve rate cut, the looming US presi-
dential election, and ongoing global trade tensions create a 
challenging environment for investors seeking to safeguard 
and grow their wealth. This article examines how these 
factors interplay and offers strategies for navigating the 
resultant uncertainty.

The global financial markets are at a crossroads. On one 
hand, emerging markets show promise in the wake of US 
rate cuts, while on the other, political shifts in the world’s 
largest economy threaten to reshape global trade relation-
ships. Meanwhile, fixed income markets are experiencing a 
renaissance, offering attractive yields and potential capital 
gains. As we delve into these topics, we’ll explore how in-
vestors can position themselves to weather potential storms 
while capitalising on emerging opportunities.

2. The Impact of US Rate Cuts on Global Markets
The US Federal Reserve’s decision to cut interest rates 

marks a significant shift in monetary policy, with far-reach-
ing implications for global markets. As Samuel Bentley and 
Yuan Yiu note in their analysis, “The US Federal Reserve’s 
(Fed) cut in interest rates last month is expected to generate 
a positive tailwind for emerging market (EM) equities as 
lower US rates and a potential US dollar weakening have 
historically created a favourable backdrop for riskier EM 
assets” (Bentley & Yiu, 2024).

This rate cut, which reduced the benchmark feder-
al-funds rate to a range between 4.75% and 5%, signals a 
potential easing cycle that could benefit emerging markets 
in several ways:
1.	 Currency effects: A weaker US dollar typically strength-

ens emerging market currencies, improving their pur-
chasing power and attracting capital flows.

2.	 Debt servicing: Lower US rates can reduce the cost of 
servicing dollar-denominated debt for emerging market 
economies and companies.

3.	 Relative attractiveness: As yields in developed markets 
decrease, the higher yields offered by emerging markets 
become more appealing to investors seeking returns.
The convergence of monetary policy rates between 

developed and emerging markets is particularly notewor-
thy. Bentley and Yiu point out that “over the next 12 to 18 

NAVIGATING 
UNCERTAINTY
Investment Strategies Amid Rate Cuts, 
Political Shifts, and Global Trade
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months, EM policy rates may sit above those in developed 
markets, a scenario historically associated with EM equity 
outperformance” (Bentley & Yiu, 2024).

While emerging markets present opportunities, the fixed 
income landscape is also evolving favourably for investors. 
Haran Karunakaran argues that “the stars are finally align-
ing for investors considering a fixed income allocation” 
(Karunakaran, 2024). This alignment is driven by two key 
factors:
1.	 High starting yields: The post-GFC era of near-zero rates 

has given way to a period of historically high bond yields, 
offering attractive income potential.

2.	 Potential capital gains: As central banks pivot towards 
easing, bonds may benefit from price appreciation.
Karunakaran notes that “high quality global corporate 

bonds today offer a starting yield of more than 5%; history 
suggests this correlates to mid-to-high single digit total 
returns over the coming 5 years” (Karunakaran, 2024). This 
presents a compelling case for fixed income investments, 
particularly for those seeking a balance of income and 
potential capital appreciation.

Moreover, the defensive role of fixed income in portfolios 
may be reasserting itself. The negative stock-bond correla-
tion, which had weakened in recent years, appears to be 
returning. This trend could provide valuable diversification 
benefits for investors, especially in times of equity market 
volatility.

3. US Election: A Pivotal Moment for Global 
Economics

As the United States approaches its presidential election, 
the global investment community is closely watching the 
potential outcomes and their implications. Dr Shane Oliver’s 
analysis highlights the closeness of the race: “Real Clear 
Politics poll average has Harris leading Trump by 2 points 
in terms of presidential voting intentions, but this is well 
behind where Biden was at the same point in 2020” (Oliver, 
2024).

The policy differences between Kamala Harris and 
Donald Trump are stark and could have significant impacts 
on global markets:
1.	 Taxation: While Harris proposes maintaining current 

rates for most and increasing them for high earners and 
corporations, Trump advocates for permanent tax cuts 
and further reductions in corporate rates.

2.	 Trade: Harris is likely to continue current policies, 
whereas Trump has threatened substantial tariff increas-
es, potentially up to 10-20% on all imports and 50-60% 
on Chinese imports.

3.	 Climate policy: Harris would likely maintain net-zero 
commitments, while Trump may reverse these and sup-
port fossil fuel industries.

4.	 Regulation: Trump is expected to significantly reduce 
energy and financial regulations.
These policy divergences could lead to vastly different 

economic outcomes. As Oliver notes, “Trump’s policies – 
with higher tariffs resulting in higher import prices, lower 
labour force growth and potential moves to weaken the 
Fed’s credibility – risk adding to inflation” (Oliver, 2024).

Historically, US shares have performed differently under 
Democratic and Republican administrations. Oliver’s analysis 
shows that “US shares have done best under Democrat pres-
idents with an average return of 14.4% pa since 1927 com-
pared to an average return under Republican presidents of 
10% pa” (Oliver, 2024). However, he also points out that the 
best average result has occurred with a Democratic president 
and Republican control of one or both houses of Congress.

4. Global Trade Dynamics and Investment 
Implications

The potential for significant shifts in US trade policy, 
particularly under a Trump presidency, has far-reaching 
implications for global trade dynamics and investment 
strategies. Trump’s proposed tariff increases could dramati-
cally alter the global trade landscape, potentially leading to 
retaliatory measures from other countries and accelerating 
the process of deglobalisation.

For emerging markets, particularly China and India, the 
implications are mixed. While increased trade barriers could 
harm export-dependent economies, some analysts believe 
that certain markets may prove resilient. As Bentley and Yiu 
argue, “We believe that the Chinese equity market will also 
be relatively resilient in the face of global volatility given 
its trough valuations, low exposures among institutional 
investors, improving fundamentals in selected key sectors 
and improved market sentiments triggered by government 
stimulus” (Bentley & Yiu, 2024).

Australia, as an open economy with significant trade 
exposure to China, could be particularly vulnerable to global 
trade disruptions. Oliver cites an OECD study showing that 

As we navigate through a period marked by monetary policy 
shifts, political uncertainties, and evolving global trade dynamics, 

investors face both challenges and opportunities. 
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“Australia could suffer a 1.2% reduction in GDP as a result 
of a 10% reduction in global trade between major coun-
tries” (Oliver, 2024). This underscores the importance for 
Australian investors to consider global trade dynamics in 
their investment decisions.

However, it’s important to note that trade relationships 
are complex and adaptable. As Oliver points out, “Of course, 
similar fears existed during the last Trump trade war, and it 
didn’t turn out so bad. And there would still be demand for 
iron ore somewhere – it just may switch from China to the 
US and elsewhere” (Oliver, 2024).

5. Investment Strategies for an Uncertain Future
Given the multifaceted nature of current global economic 

uncertainties, investors should consider a diversified ap-
proach that balances opportunities with risk management:
1.	 Emerging Market Exposure: Despite potential trade 

headwinds, emerging markets offer attractive valuations 
and growth potential. Investors might consider a selec-
tive approach, focusing on markets with strong domestic 
demand and improving fundamentals.

2.	 Fixed Income Allocation: With yields at attractive levels 
and the potential for capital appreciation, high-quality 
bonds offer both income and potential downside protec-
tion. As Karunakaran notes, “Historically when inflation 
falls below 3%, the correlation between bonds and equity 
normalises and turns negative” (Karunakaran, 2024), 
highlighting their diversification benefits.

3.	 Sector Diversification: Given potential policy shifts, 
diversifying across sectors less dependent on global trade 
or sensitive to regulatory changes could provide some 
insulation from political risks.

4.	 Currency Hedging: With potential for currency volatility, 
particularly in emerging markets, consider hedging strat-
egies to manage foreign exchange risk.

5.	 Long-term Perspective: While short-term volatility is 
likely, maintaining a long-term investment horizon can 
help navigate through periods of uncertainty.

6.	 Regular Rebalancing: As market conditions change, reg-
ularly reassessing and rebalancing portfolio allocations 
can help maintain desired risk levels and capitalise on 
emerging opportunities.

7.	 Alternative Investments: Consider allocations to alternative 
assets such as real estate or infrastructure, which may offer 
diversification benefits and potential inflation protection.

It’s crucial for investors to stay informed about global 
economic and political developments while avoiding 
knee-jerk reactions to short-term news. As Oliver suggests, 
the sequencing of policy implementation can significantly 
impact market reactions, emphasizing the importance of 
adaptability in investment strategies.

6. Conclusion
As we navigate through a period marked by monetary 

policy shifts, political uncertainties, and evolving global 
trade dynamics, investors face both challenges and opportu-
nities. The potential for emerging market outperformance, 
attractive fixed income yields, and the looming impact of 
the US election create a complex but potentially rewarding 
investment landscape.

By adopting a diversified approach, staying informed 
about global developments, and maintaining a long-term 
perspective, investors can position themselves to weather 
potential storms while capitalising on emerging opportuni-
ties. As the global economic landscape continues to evolve, 
the ability to adapt investment strategies will be crucial in 
achieving long-term financial goals.

Looking ahead, investors should remain vigilant to 
potential shifts in monetary policy, the outcome and 
implications of the US election, and developments in 
global trade relations. While uncertainty may persist in the 
short term, it also brings the potential for new investment 
opportunities for those prepared to navigate this dynamic 
environment.
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If you have a question that you would like to see answered in Wealth Adviser, please 
send it through to centraladvice@wtfglimited.com.

Question 1:
I’ve seen predictions that interest rates might go down 
next year. How would falling interest rates impact my 
investments?

When interest rates decrease, it can have a range of ef-
fects on different types of investments. Lower interest rates 
generally make borrowing cheaper, which can encourage 
businesses to invest and expand, potentially boosting their 
profitability and driving up share prices. Growth sectors, like 
technology or real estate, often benefit as reduced borrow-
ing costs make it easier for companies to finance projects. 
Additionally, lower rates can make shares more attractive 
compared to lower-yielding savings and fixed-income 
products, potentially leading to a rise in share prices.

On the downside, fixed-income investments such as 
bonds and term deposits may offer lower returns when 
interest rates fall. Investors may need to search for high-
er-yielding alternatives to maintain income. 

Your adviser can help you assess how falling interest 
rates may affect your portfolio and adjust align with the new 
environment, balancing your risk and return objectives.

Question 2:
I’ve heard about dollar-cost averaging as an investment 
strategy. How does it work, and what are the potential 
benefits?

Dollar-cost averaging is a strategy where you invest a 
fixed amount of money at regular intervals, regardless of 
the market’s ups and downs. For example, you might invest 
$500 each month into shares or a managed fund. By consis-
tently investing the same amount, you end up buying more 
units when prices are low and fewer when prices are high, 
which can reduce the impact of market volatility on your 
overall portfolio.

One of the key benefits of dollar-cost averaging is that it 
removes the pressure of trying to time the market, which 
is notoriously difficult to do. It also encourages disciplined 

investing, as you’re regularly putting money into your 
investments, helping you build wealth over time. While this 
strategy doesn’t guarantee profits or protect against losses in 
a declining market, it helps smooth out the effects of market 
fluctuations.

You should consult your financial adviser to determine 
if dollar-cost averaging fits your overall strategy and goals, 
ensuring you’re on track to meet your long-term objectives.

Question 3:
I’ve been reviewing my finances and realised I haven’t 
updated my personal insurance in years. I currently receive 
ongoing financial advice for my superannuation, but I’ve 
never gotten financial advice around my insurances. What 
would a financial adviser consider when reviewing my 
insurance coverage?

When reviewing your personal insurance, a financial 
adviser would consider a few key factors  to ensure your 
coverage is still adequate and aligned with your current life 
situation. First, they would  assess whether your life circum-
stances have changed since you last updated your policies. 
Major events like getting married, having children, buying a 
home, or changing jobs can all impact the amount and type 
of coverage you need. The adviser may advise you to adjust 
your life, income protection, or total and permanent disabil-
ity (TPD) insurance accordingly.

Next, they would evaluate the level of coverage you have 
and whether it still aligns with your financial needs. For 
example, if your debts or living expenses have increased, 
your adviser may determine that you may need more cover 
to ensure your family is protected. It’s also essential to check 
your policy exclusions and benefits to ensure you under-
stand what’s covered and if it suits your current lifestyle and 
health situation.

Your current adviser likely review your insurance needs 
and recommend adjustments to your coverage, ensuring 
you’re adequately protected without paying for unnecessary 
cover. If they don’t provide insurance advice, they can 
probably refer you to an adviser that does. 

Q&A: Ask a 
Question
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