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Introducing Sheree Clark

This month we welcomed our newest team member
Sheree Clark as our Marketing Coordinator. Sheree
comes to us with accounting qualifications, retail business
experience and creativity! Sheree is already making her
mark in our social media world and we look forward to
bringing our clients the information they need in a
creative format. Watch this space!

What does the China/US trade
war mean to Australia?

As the bilateral trade war between the US and China
heats up, we look at what this might mean to Australia
caught between its cultural and military ties to the US
and its strong economic relationship with China.

At the annual United Nations General Assembly President
Donald Trump threw fuel on the trade war fire by stating
that “..regrettably we found that China has been
attempting to interfere in our upcoming 2018
election...against my administration. They do not want
me or us to win because | am the first President ever to
challenge China on trade....and we are winning on trade
..we are winning at every level.” Following the speech
President Trump told a press conference that, “China has
total respect for Donald Trump and for Donald Trump’s
very, very large brain.” China’s Foreign Minister Wang Yi
stated that, “We did not and will not interfere in any
country's internal affairs and we refuse to accept any
allegation of interference.” It was just another day in the
media juggernaut for President Trump.

In 2017, the US imported well over $500bn worth of
products from China. The US trade deficit in the same
year was over $811bn of which China accounted for
around 46%. From China’s perspective, the US market
accounts for 19% of all Chinese exports and US imports
represent 8% of China’s imports.
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The trade war between the US and China escalated in
September when the US imposed a further round of
tariffs on US$200bn worth of Chinese goods, bringing the
total value of Chinese goods impacted by the trade war to
approximately US$250bn. The tariffs start at 10% and rise
to 25% on 1 January 2019. President Trump has
threatened to impose tariffs on a further US$267bn
worth of goods if China retaliates.

China has responded by imposing tariffs of between 5%
and 10% on a further round of US goods bringing the total
value of imports targeted to US$110bn. China has
released a White Paper on the China-US trade friction
that states, “China is the world’s biggest developing
country and the United States is the biggest developed
country” and both have benefited from the development
of relations. The paper points out that “China represents
the No. 1 export market for US airplanes and soybeans,
and the No. 2 export market for US automobiles, IC
products and cotton.” But, the new administration has
“abandoned the fundamental norms of mutual respect
and equal consultation that guide international relations.”

Economists predict that the trade war may continue to
the point where all Chinese goods imported into the US
and all US goods imported in China will be impacted.

To date, Australia has avoided any significant impact from
the trade war. This is not the case for Canada that saw
the Trump administration impose a 25% tariff on steel
imports and 10% on aluminium imports. The US imports
approximately USS29bn of steel with 17% of that from
Canada (accounting for approximately 88% of total
Canadian steel exports). Australia was one of the few
countries excluded from the tariffs although the US only
accounts for 0.8% of Australian steel and 1.5% of
aluminium exports.

The issue for Australia is the potential reduction in
China’s GDP growth. Currently, mainland China is
Australia’s largest two-way trading partner representing
over 28% of Australia’s export market (the US represents
6.3%) and over 18% of our imports. A slowdown in
China’s growth spells a slowdown in imports reducing the
value of Australia’s export market and impacting
Australia’s growth.

While Australia is not directly impacted by the bilateral
trade war, there is a potential danger that consumer
sentiment might be damaged with consumers unwilling
to spend and instead taking a ‘wait and see’ approach.
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New immediate deduction for
primary producers

Legislation that passed Parliament last month will enable
primary producers to claim an immediate deduction for
fodder storage assets such as silos and hay sheds used to
store grain and other animal feed. The deduction is
available if the primary producer first uses the asset or
has the asset installed and ready for use on or after 19
August 2018. The immediate deduction can be claimed in
the year the expense is incurred. Prior to this date,
primary producers could generally only deduct the cost of
these assets over 3 years.

This is one of several measures announced as part of the
Government’s package of drought assistance measures
which are intended to aid drought-affected farmers.

Confusion reigns over
superannuation transfer balance
cap

A recent speech by the ATO’s Assistant Commissioner for
Superannuation demonstrates the very practical
problems with the new superannuation rules.

The $1.6 million transfer balance cap (TBC) that limits the
amount you can hold in a superannuation pension
requires trustees to be aware of how close they are to
this limit at all times. To ensure that this cap is not
breached, trustees need to report common events that
may impact on a member’s pension account. Trustees
should have already reported pre-existing pensions
(pensions members were receiving just before 1 July 2017
that they have continued to receive and which are in
retirement phase on or after 1 July 2017).

This new event-based reporting requirement is causing a
few headaches with the wrong information or no
information being reported. Common ‘events’ that need
to be reported include:

The start of new retirement phase pensions
The full or
(commutation), and

partial pay-out of a pension

Some limited recourse borrowing arrangements.

Some information does not need to be reported including
withdrawals from accumulation accounts, standard
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pension payments, or investment earnings or losses made
on or after 1 July 2017. To make the reporting process
work, it’s essential to keep us up to date as events occur.

If you are not sure, just give us a call or drop us a line —
it's better to be sure.

$17.5 Billion in Lost & Unclaimed
Super

New data released by the Australian Taxation Office
(ATO) reveals the total amount of lost and unclaimed
super was reduced by over $420 million in 2017-18 but
there is still $17.5 billion waiting to be found.

Top three postcodes with the highest amount of lost and
unclaimed super:

Rank Postcode Total value

1 4740- Mackay and $60,172,250
surrounds

2 2170 — Liverpool and $59,192,322
surrounds

3 4870 — Cairns and $57,463,430
surrounds

For information on how to manage your super and view
all your super accounts including lost and unclaimed
super, visit ato.gov.au/checkyoursuper

Deductions — Work From Home

Pop over to our website and check out this great blog
post on “Working from home: What deductions can you
claim?”

https://www.dglaccountants.com.au/working-from-
home-what-deductions-can-you-claim/

Quote of the month

“Live as if you were to die tomorrow. Learn as if you
were to live forever.”

Mahatma Gandhi
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