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[] Leadership Matters is a
weekly column in which
business leaders raise and
reflect on issues they see
as important in leadership,
governance and Operatmg
a business.

1 Today’s column s by
GRAEME YUKICH,
managing director of
private wealth
management firm Entrust.

OU can sense the

barometer rising by the

day in the cauldron that
has become Australian super-
annuation.

Hailed as the saviour of the
nation when if became com-
-pulsory in the 1980s, superan-
nuation is fast becommg a
dirty word.

I began working in the
investment advisory business
almost 15 years ago. In the
intervening time, it has
become very apparent inves-
tors will find every imaginable
way to lose money from sup-
posedly lucrative investments.

And superannuation has
not been immune. Dismal
returns, an oppressive tax
regime and brewing scandals

have made most Australians -

question whether super is all
it was cracked up to be.

And at the pointy end of
public concern: whether Aus-
tralians can trust advisers,
managers, promoters and reg-
ulators to not only protect
their nest eggs but grow them
: to a level that will sustain lHfe-

_style demands in retirement.

. Forget about any alterna-
i tive because superannuation
- ig here to stay. And for most,
. it will work well over the long
= term.

= Buat the reality that clearly
"~ has not sunk in with some
Z investors is that safe super is
 not a given — regardless of
* market conditions. - Undoubt-
& edly, there are superammuation
©. funds that are managed poorly
* by inadequately qualified and,
. in som instances, unlicensed
o, individ. I: _

2 It's a recipe for disaster —
: and no amount of regulation
¢ will stois if. As long as inves-
2; tors chase higher than average

" returns by entering into higher

risk ventures — and put racy
super schemes front and
centre stage-here — they will
get chopped up.. :

All the regul&tmn in the
warld won’t save people. You
can’t legislate against greed
and stupidity, especially when
the public purse cannot afford
all—pervaswe regulation.

There is a balance to be

struck but it involves a higher -

amount of self responsibility
on the part of investors than
many would care to admit.

Anything else is self delusion, -

No amount of regulation
can- help people who stick
financial logic on the shelf
and chase higher returns.

The culture of blammg'
others for financial distress —
privatising profits but looking

to socialise. losses -— .is
starting to take hold in super-
annuation just as it had crip-
pled the insurance industry.
Self respon51b111ty through
prudent investing with profes-
sional advisers must kick in at
a point. Apecdotal evidence
suggests Australia is on the
verge of a series of superannu-
ation disasters where fund
members “will see serious

losses and, in some cases, face -

financial ruin at a time when
they are getting ready to put
their feet up.

The howls of complam’_( will

be directed  at - the mdustry :
regulator, the Australian Pru- -
dential Regulation ‘Authority, -
and the Federal Government.:

_  Stung by its ignominious .
role in the HIH Insurance

scandal, APRA will be quick
off the mark with prosecu-

tions. And so it should be. But -
" Reform Act. The pendulum is
- swinging:towards recrimina-

the public demands will be for
reparation for investment pro-

ducts -and' schemes that go

wrong badly.

If the advisers and promot- .

. ers have broken the law, by all
tneans litigate for compensa-’
tion. But frankly, in most-

cases, this is shutting the gate
after the horse has ‘bolted. -

Better, you might agree, to

eliminate the prospect for liti-~"
gation by conducting  rudi--
mentary due diligence before &

charging into the __in'vestment.

. Investing does funiy things.
to some people..-They will
spend hours choosing a new
washing machlne, days and i
weeks searching-for:the new: Lb
“car, yet commit t0°2;$100,000
-~ property syndlcation mvest
ment on the say-So of some-.

know, ‘with = ¢ -
one they don’t know, ‘wi 5 -jby seekmg mdep d

whom they have only spoken
twice on the telephone.’

Woik that one out. and you:
will have gone a.long way to:
understandmg why .50 ‘many .
Australians " are now staring ]
down the barrel at superannu-" "

: ation and mvestment losses:

- foul of investmests, which are’
“-easy 1o get into, impossible’to
- get out of. The lure from som

~--should ring loud and cle

: find themselves JOVEI-e

- to investigate . downside Ttisk

- take responsﬂ)ﬂity for plckmg
- their advisers. =
- and this fMedns’: speakmg 0

. the dinner party: last, weekend

- regulatory regime. Quite often

_-i'equ;remeﬂts ‘has
‘led to a_boom in th

Learning nothmg fr
tory, investors contine to fal

promoters .is :the "chiance::
participate .'in “investment
supposedly.the : exclusive
domain:of so—calied profes
‘sional mvestors JAldrm: bells

What ‘happens- oo often
mvestors chasing " bette
returns — and - fnghtened to
death of the: sha:emarket

They take m&dequate ime

and when the balloon' goes up
they find their capltal loss is

Get mdependent advic

three “or 'more :adviser
just the person’ méntioned at

who

N sive chauge n financml
services: regulatlon
with the Fmanclal ‘Services

tion and higher régulatio;
Technically, ‘nothing “much
should have changed.-Disclo-
sures of related-party
tions between advisérsand
investment ‘promoters: should
‘have been made under the. old:

tthey were not, and the next 12
months w111 isee T nume 08

‘But helghtene s mplx

_of advisers; who ?ly

and: eheckmg it refel




