
For many businesses to grow, an 
investment in additional equipment 
or machinery will be required. An 
outright purchase of a ‘brand new’ item 

is often beyond companies’ existing 
cash resources requiring business 
owners to look at alternatives. These 
options generally include financing the 

acquisition, purchasing a ‘second hand’ 

item (requiring a lower capital outlay) 
or combining both by financing a second 

hand item.    
When purchasing second hand 
equipment there are a few important 
considerations that business owners 
should take into account before 
committing to the purchase.Financing implicationsAlthough the price of a second hand 

item may be lower when compared to a 

new item, there may be consequences 
with the financing. In some instances 
the interest rate (cost of borrowing) for 

a second hand item can be higher than 
a new item due to a lender’s perception 

of higher risk. This higher borrowing 
cost could reduce the effective savings 
associated with buying second hand. 

Additionally, many lenders will only 
provide finance on an item up to a 

predetermined age (say 7 years). As a 
result the loan principal may need to 
be repaid over a shorter period of time. 

This could result in the loan repayments 

not being any lower than if you had 
purchased a new item of equipment 
being financed over a longer loan term.

Useful lifeWe are aware that items have a useful 
life resulting in either the item being 
replaced or substantially refurbished 
(generally at a significant cost). When 
buying second hand it is important to 
consider its remaining useful life when 

compared to a new item. For example,  
if a new machine costs $120,000 and  
has a useful life of 25 years the 
amortisation of the purchase price will 

be $4,800 pa ($120,000 divided by 25 
years).  Whilst a second hand machine 
may be less expensive at $80,000, unless 

it has a useful life of greater than 16 
years ($80,000 divided by $4,800), the 
amortisation of the machine will actually 

be greater than if you had purchased 
a new machine. For a second hand 
purchase to be financially sound,  
the discount to a new purchase needs to 

be greater than the proportion of useful 

life already utilised against the second 
hand item.

Operating costsGenerally as an item ages the cost of 
maintaining that item proportionally 
increases each year. In most instances, 
new items are purchased with 
manufacturer warranties to cover the 
cost of unforseen repairs during the 
initial years. As a result the cost of 
maintaining a new item is generally 
lower than that of a second hand item 
and you will need to confirm if these 
additional costs offset any saving in 
the initial capital cost. This risk can 
sometimes be offset if the second hand 

item is purchased from the original 
manufacturer (eg the item represented 

a trade in) and the item is reconditioned 

and supplied with a limited warranty.
In many instances new items include 
updated technologies that result in a 
more efficient operation translating into 

lower operating costs (eg consumption 

of consumables such as fuel). Again 
this differential needs to be taken into 
consideration when determining the 
financial savings of second hand over 
new. 

Clear titleNew items are generally purchased 
from an authorised dealer or distributor 

licensed by the manufacturer. As a result 

the supplier is required to guarantee 
‘clear title’ of the item to the purchaser. 

The nature of second hand items is that 

they have been previously owned by 
a party who could have used the item 
as security to finance its purchase. 
Second hand savings could quickly be 
eliminated if the item is repossessed by 

a previous lender. As it is more difficult 

to guarantee clear title to a second hand 

item lenders may not provide finance 
on items purchased through a private 
sale, although this also depends upon 
the financing structure. It is important 
to always obtain a search of the Personal 

Property Securities Register (PPSR) to 
determine clear title.Whether acquiring new or second hand, 

every item has different attributes 
and lending criteria that need to be 
considered. With appropriate research 
undertaken prior to purchase, real 
savings are able to be obtained when 
acquiring second hand equipment and 
machinery.

Cost of growth

Call the office today for assistance with determining 
your equipment and machinery lending requirements – new or second hand.

0% CAR FINANCE

How they hide the interest YOU aren’t paying

There’s nothing like the smell of a new car! In fact, offi  cial fi gures 

show Australians bought a record number of new cars in 2015, 

eclipsing 1.1 million sales for the fourth year running1.

There are a number of ways to fi nance a car. In recent years we’ve 

frequently seen zero or low percent car fi nance advertised. Many 

people fi nd this an enticing way to purchase their next new 

motor vehicle.

But have you heard the old saying ‘you don’t get anything for 

FREE’? Well the reality is - you don’t!

So who is really paying for you to have an interest free car loan? 

You guessed it… YOU ARE! 

How is the interest hidden? 

In today’s new car market zero or low rate fi nance deals are 

being off ered by an ever increasing number of car dealers. 

Before you rush out and sign on the dotted line, it’s important to 

understand what is happening behind the scenes with these low 

rate fi nance packages.

Firstly, there is no doubt the interest rate being advertised to 

fi nance the vehicle purchase is legitimate. How are they able 

to off er this rate? These fi nance off ers are typically part of what 

the industry calls a ‘subvention’ fi nance program as the interest 

rate for the fi nance package is being subsidised by the dealer or 

manufacturer out of the profi t made on the sale of the car.

How does it work?

Let’s look at a simple example to illustrate how subvention works. 

Assume you purchase a new $35,000 car which is being sold in 

conjunction with subvention fi nance at an interest rate of 1.9%. 

The loan term is 48 months with a nil residual at the end of the 

contract.

Depending on the lender who is providing the fi nance, the 

‘subvented’ amount in this scenario may be anywhere between 

$2,500 and $2,900. In other words, once the transaction has been 

fi nalised, the car dealer or manufacturer must ‘pay’ the subvented 

amount to the lender to enable a realistic rate of return to be 

made on the fi nance contract.

It is now clear the dealer needs to make a larger margin on the 

car to be able to pay the subvented amount to the lender and still 

maintain their normal margin. 

What does this mean for you?

Chances are you may have been able to negotiate a larger discount 

on the asking price if the purchase was not subject to subvention 

fi nance.

Remember also: The higher the purchase price of the car, the 

more you will pay for items such as GST, stamp duty and luxury 

car tax (if applicable). 

What are my other options?

A more prudent approach is to negotiate on the basis of a cash sale 

with the car dealer leaving the low interest rate fi nance off er out of 

the equation. It is not unrealistic to obtain a discount of 8% to 10% 

off  the asking price if the sale is not subject to a subvented fi nance 

arrangement.

We often fi nd once a discounted purchase price has been 

negotiated, those clients who then arrange fi nance through us 

at ‘normal’ market rates typically end up paying lower monthly 

repayments (thus lower total repayments) over the term of the 

fi nance contract than they would through obtaining subvention 

fi nance.

Why not just pay cash?

Well you could but you certainly won’t get any return on your 

investment. Could you perhaps better invest your cash elsewhere?

At the end of the day the old maxim ‘there is no such thing as a free 

lunch’ certainly applies when it comes to zero or low rate car fi nance 

deals.

1. carsguide.com.au

‘Ever noticed a car 

dealer is less likely 

to discount the price 

of a car being sold 

under zero or low 

interest fi nance?’

Call the office today to 
talk to our experts about 
whether an equipment 
loan facility would be 
appropriate for your 
business.

Accessing plant  
and equipment equity
Are you looking for new ways to fund 
the growth of your business?
One option that is commonly overlooked 
is leveraging the untapped equity 
within your unencumbered plant and 
equipment. This works in a similar 
fashion to turning the equity in your 
home into a line of credit.

Alternatively, refinancing your existing 
equipment loans can simultaneously 
simplify your equipment reporting and 
provide an equity injection for your 
business without increasing your current 
repayment level.

Identify your requirements
The first step is to calculate your 
requirements. 

How much do you need to improve cash 
flow, expand or upgrade your plant and 
equipment or support business growth? 

Once you understand your requirements, 
assess whether you have enough 
equity in your unencumbered plant 
and equipment to obtain the additional 
finance you need.

What are the options?
The traditional option is a fixed term 
loan. The benefit of this is that you know 
exactly what your repayments will be 
over the term of the loan making it easy 
to include the repayments into your cash 
flow planning.

You can also structure your repayments 
to take into account seasonal 
repayments or interest only periods.

The second option is still not widely 
understood or used by business owners. 

It is a flexible and transparent revolving 
loan facility that provides an amortising 
line of credit facility secured against 
eligible equipment assets.

This can be used to ease cash flow 
pressures or to take advantage of most 
business opportunities. And importantly, 
in most cases, the only security needed 
for the facility is the asset itself.

How does an equipment loan facility 
work?
Once the limit is approved, you can 
draw down additional funds to support 
equipment purchases as needed up to 
the available limit. 

There is no requirement for new 
approvals: you just send in your invoices 
to secure the funding. 

It particularly suits businesses that 
have significant equipment assets – and 
require flexibility to trade in and out of 
assets.

Other benefits include:
 › You can make prepayments into 

the facility to reduce the interest 
payments.

Refinancing 
your existing 
equipment loans 
can provide an 
equity injection 
for your 
business.

There is no 
requirement for 
new approvals: 
you just send in 
your invoices 
to secure the 
funding. 

 › You can swap assets in and out of the 
facility without having to restructure 
it.

 › One statement shows all assets held 
within the facility.

 › You can split your facility between 
fixed and variable interest rates 
providing flexibility and certainty of 
repayments over the term of the loan.

 › You have certainty over the long term 
with facility terms ranging from three 
to 10 years.

Did you know?

However:

Despite the fact that: 

More than three out of four Australians will be diagnosed with a 

serious illness in their working life1

One in five working age parents will die or become seriously 

ill or injured2

One third of women and a quarter of men will suffer 

from some form of cancer during their lifetime3

of Australians have comprehensive car insurance4

of Australians have home or contents insurance5

of Australian families with dependent children have the 
recommended amount of life cover6

of insurance claims are paid without dispute7An average

was paid by life insurers to every working day in 2011.

That’s a massive

paid to Australians for the year 2011.
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Do you have  the right things covered?

1 ABS Statistics | 2 The LIFEWISE / NATSEM Underinsurance Report February 2010 | 3 Cancer Council:  Cancer in Australia: an overview, 2008 Australian Institute of Health and Welfare 

(published December 2008) | 4 AAMI Fact Sheet, Shopping for Car Insurance, September 2008  |  5 Australian Trade Commission Report, Insurance in Australia, 2009  |  6 IFSA, A Nation 

Exposed, Closing the Protection Gap, 2005 |  7 General Insurance Code of Practice – Overview of the Year 2009 – 2010 |  8 The Risk Store Industry Stats 2011 (published May 2012).

Interesting statistics aren’t they?It’s funny how most of us insure the simple 
and basic things that can easily be replaced 
- like our car and the contents of our home. 
However, not many of us cover the most 
important things– like our health and 
income.

These statistics outline how 75% of us will 
be diagnosed with a serious illness during 
our working life, yet nearly all of us are 
under insured when it comes to protecting 
our life and income.

Regardless of whether you rent, have a 
home and mortgage or are paying off an 
investment property, the most important 
thing right now is to protect your income in 
the event of unforeseen circumstances.It is essential to ensure that your continuing 

financial obligations are able to be met 
during these difficult times. It is important 
for you and, most importantly, your 
family.

Understanding the likelihood of these 
unforeseen circumstances will assist in 
determining the appropriate action to help 
protect you and your family. As part of our 
duty for responsible lending, it is our role 
and obligation to remind and help you 
to invest in protecting your financial and 
lifestyle commitments.Please contact the office if you would 

like to know more about how you 
can best protect your assets and 
lifestyle. Remember it’s not just about 
providing insurance, it’s about providing 
reassurance for you and your family.

Call the office if you would like further information on protecting you and your lifestyle.

Finishing school and moving into 
adulthood afford so many opportunities 
and experiences these days. For many 
young adults, travel is high on their ‘to do’ 
list. For others, it is having the time and 
independence to be able to try new and 
more adventurous hobbies and activities 
like rock climbing, sky diving or bungee 
jumping. The ‘no fear’ attitude is elevated 
and the list of adrenalin activities is 
endless. 
 
Young adults have their whole life ahead 
of them. They are just starting life in the 
adult world, however many mistakenly 
believe they are invincible. 
 
But what if something goes wrong? 
 
Not many in their 20s (or even their 30s) 
consider the worst. While being active 
is a key mitigator in preventing many 
lifestyle related illnesses, the activities they 
participate in can sometimes increase their 
chances of suffering an injury. 
 
‘Would you want to miss out on 
$2 million of income potential?’ 
 
The average Australian male retires 
between the ages of 61.5 to 63.3, and 59.6 
for women1. This means that we work for 
around 40 years of our life. If you were to 

have an accident at age 25 preventing 
you from returning to work, this would 
equate to about 36.5 years of income (and 
potentially about  $2 million2 ) that you 
would not be able to earn. 
 
There is now more talk that most of us will 
not be financially able to retire until we 
are 70. That’s another half a million dollars 
of unprotected income. And who knows 
what the retirement age will be in another 
40 years? 
 
We all think that it won’t happen to us, 
but sometimes it does.
• We all know someone in their 20s or 

early 30s who has suffered cancer or 
some other type of permanent illness.

• Many of us also know someone who 
has had a life debilitating accident 
at an early age that has not allowed 
them to return to their normal type of 
employment.

 
Think about your activities, your 
expenses and what you will risk if you 
have not covered your income. 
 
We all know that most Australians are 
under insured. We encourage you to NOT 
be one of them. 
 

It is our greatest fear, in the world of 
responsible lending, to take a call from 
any of our clients who have had an 
accident or illness and have not taken our 
recommendations on protecting their 
health, wealth, debt and income. 
 
The older you become the harder 
insurance is to obtain, so NOW is 
always the best time to investigate your 
insurance options. 
 
Please talk to your friends and family 
who may be in similar stages of their 
lives to encourage them to consider their 
insurance options as well.

 1. ABS  

2. An average of $55,000 annual income over 36 years.

Gen Ys will earn over $2 million 
dollars in their lifetime…

But will they protect it?

Disclaimer: This article is generic in nature. All finance and investment decisions should be considered wisely and based on your personal and financial circumstances.  
Seek proper advice before committing to any course of investment action. This is not deemed as advice.

Outside of ownership of your home your 

superannuation account is generally one 

of your largest investments.

So why is it that a large majority 

of Australians fail to manage this 

important investment?

Is it because your employer is usually the 

one making regular contributions and 

therefore it is out of mind? Or perhaps it’s 

because it will be a long time before you 

need to access the funds? 

Whatever the reason it’s not surprising 

that a survey of baby boomers in 

20151 revealed 35% were ‘completely 

unprepared’ for retirement, 51% were 

‘somewhat prepared’ and only 14% were 

‘financially prepared’.  

It’s astonishing the percentage of 

Australians that realise - often when it’s 

too late - that they won’t have sufficient 

savings to pay off their mortgage or fund 

their retirement.

Most of us can expect to spend 20+ 

years in retirement but for many of us the 

money will run out after 10 years.

It is never too early to start preparing 

financially for your retirement! This means 

taking charge of your financial security 

sooner rather than later.

Your super account

In July 2005 new laws were introduced 

that allowed you to take a greater 

interest in the performance of your 

superannuation (super) fund. These 

changes allow you to have control over 

where your super contributions are 

deposited.

Most super funds now have a number 

of investment options with different 

risk profiles depending on your stage of 

life and tolerance for risk. Each fund will 

perform differently over time. Regardless 

of the fund you choose you will need to 

regularly review your fund’s performance 

and risk profile to determine if they 

are still appropriate for your personal 

circumstances as these will change over 

time.

Remember, your super is YOUR money!

Quick quiz…. Tick the box if you 

can answer these questions.

 � How much do you currently have in 

your super account?

 � Do you have more than one account? If 

so, how many?

 � What investment options do you have 

for your super? 

 � What fees apply? How much are your 

total annual fees?

 � How much does your employer 

contribute annually?

 � Do you have insurance cover included 

with your super? If so, what type(s)? 

 � How much are you paying for this 

insurance and what is the level of 

cover?

 � When can you access your super?

How did you go? If you could answer all 

or most of these go to the top of the class!

In fact, 6 out of 10 people don’t know 

how much super they have AND 45% of 

working Australians have more than one 

super account2. 

Does that sound a little more like you?

There is no time like NOW to take a 

greater interest in your super.

In reality, the earlier you engage with 

your super the more you may be able to 

improve your financial future. 

Other options

Taking a more active interest in your 

super is only one of the many steps you 

could take towards achieving financial 

independence. 

Establishing a household budget that 

creates surplus funds for investment is 

always the first step.

Your surplus funds could then be applied 

to a range of options from starting to 

pay down your mortgage, investing in 

an additional property to making extra 

contributions to your super. 

Remember you don’t always need to 

pay off your home before you buy an 

investment property! You may use the 

equity in your home as security if you are 

able to demonstrate a capacity to service 

the loan.

Take charge of your own financial 

security NOW! After all, if you’re not 

willing to take responsibility who will?

1.  rest.com.au 

2.  ato.gov.au

Call the
office... 

for a copy of our article 

‘Save, equity or super. 

What will be your path to 

prosperity?’ to help you 

get started!

*Disclaimer: This article is generic in nature. All investment decisions should be considered wisely and based on 

your personal and financial circumstances. Seek proper advice before committing to any course of investment 

action. This is not deemed as advice.

SUPERANNUATION
Out of sight, out of mind

Your clients 
matter!
Now more than ever is the time to 
take a stand and deliver your best.
• Better communication to your clients
• Better presentation of your marketing efforts
• Better industry explanations and why your clients still need mortgage 

brokers in their life
• A diverse range of communication methods that GET the message 

through

As a passionate advocate and service provider for consumers in the 
finance industry YCM has existed for over 15 years to:
• Provide the BEST content and client engagement program for brokers for 

their clients
• Ensure your clients are kept up to date with relevant industry topics and 

issues
• Ensure your clients COME BACK to you when their circumstances change

AND
• Educate them on all the GREAT REASONS why Australian consumers 

should be using the services of brokers instead of the banks!

Join Australia’s leading marketing company – YOUR CLIENT MATTERS – 
and over the next 18 months and beyond let’s work together to:
• Build your trail income to the highest levels
• Reclaim your old clients and engage new ones
• Deliver the most exceptional, quality education to your clients leaving 

them nowhere else to go

ACT NOW while you still have time. Let YCM do your marketing so you 
can focus on building and growing your business and over servicing 
your clients.

AND - not just for 
brokers anymore…
YCM is now delivering the same awesomeness 
for financial planners, insurance advisers 
AND finance specialists in the asset and 
commercial space. We have expanded our 
marketing program to help you diversify your 
business or simply to help you introduce 
a more professional client communication 
and engagement program for your business. 
Whatever the reason, we are here to help you 
grow the most successful and profitable finance 
business ever.

Financial planners and 
insurance advisers
We will be focusing on the importance of risk 
protection and wealth creation. Let’s blow away 
the stigma of the Royal Commission and tell 
Australians why covering their income and life 
is an essential part of surviving this amazing but 
sometimes stressful world. We will also focus on 
successful retirement planning. 

Intake commences in March.

Commercial and asset finance 
specialists
It hasn’t hit you yet – but it doesn’t mean it won’t.

If you are thinking of diversifying or are already 
in this space, YCM is re-releasing our C&E 
marketing program as a matter of urgency.

Intake starts in April.
Help is simply a phone call away

Call your finance marketing HOTLINE NOW

1300 926 000  I  02 9526 9999

hello@yourclientmatters.com.au   
yourclientmatters.com.au

We are all in this together!


