
Don't wait for the perfect moment: 
The importance of simply being invested 

Although Financial markets have experienced a significant rise 

over the past year, global financial markets have been volatile 

this past month due to geopolitical issues and changing trade 

policies. Questions about whether it is still a good time to invest 

are common in times like these, but focusing solely on market 

timing can lead to fresh missed opportunities. Successful 

investing involves much more than predicting market movements; 

it requires discipline, long-term planning, and time-tested 

strategies to mitigate risk. 

The risks of trying to time the market 

Market timing refers to the practice of attempting to predict future 

market movements and making investment decisions, both 

investing and withdrawing, based on those predictions. While the 

idea of buying low and selling high is appealing, the reality is that 

even experienced investors find it extremely difficult to time the 

market consistently. 

The challenge is that the best of a market's performance in any 

given year is often concentrated in a small number of key 'best' 

days. Those best days are often clustered around periods of 

volatility, making them nearly impossible to predict. Missing out 

on those critical days regularly can have a serious long-term 

impact on your investment outcomes. 
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Why being (and staying) invested matters 

The primary reason to be and stay invested is the power of 

compounding. Compounding occurs when your investment 

returns generate their own returns, creating a snowball effect 

over time. By staying invested, you allow compounding returns to 

work in your favour, which is critical for long-term wealth creation. 

Financial markets have historically trended upward over time, 

despite both short and medium-term bouts volatility and negative 

performance. Investors who remain committed to being invested 

and maintaining their strategy consistently across their timeframe 

are more likely to benefit. Trying to time your entry and exit points 

unnecessarily increases the risk you're taking. 
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Manage capital gains tax and boost your super 
If you make a gain on the sale of an investment, capital gains tax (CGT} can eat into your profits. But the 

good news is you may be able to use some of the sale proceeds to help you save on tax and grow your 

super. It involves making a super contribution and claiming a tax deduction to reduce your tax bill. 

Here's how it works 

When you sell an investment for a profit, the taxable capital gain 

is added to your other income and taxed at your marginal rate, 

which can be up to 47%1 including Medicare levy. 

But if you use some of the sale proceeds to make a super 

contribution and claim a tax deduction: 

• you can offset some (or all) of the taxable capital gain, and

• the super contribution will generally be taxed at only 15% (or

30% if your income from certain sources is over $250,000).

By using this strategy, you may pay less tax on the sale of the 

investment. Also, once the money is invested in super, you can 

benefit from ongoing tax concessions. Earnings in super are 

taxed at a maximum rate of 15% (or 0% if the investments are 

supporting a 'retirement phase pension'). 

CASE STUDY 

Tax savings from deductible 

super contribution 

Anna, aged 42, is self-employed and earns a taxable 

income of $100,000 pa. She sold some shares for $80,000 

and made a taxable capital gain of $20,000. If she doesn't 

make a deductible super contribution, the gain will be taxed 

at her marginal rate of 32%1
. She'll therefore have to pay tax 

of $6,400, leaving $13,600 for her to save, invest or spend. 

If she makes a deductible super contribution of $20,0002, 

she'll offset the taxable capital gain and 15% tax ($3,000) 

will be deducted from the super contribution. By making a 

deductible contribution, she'll save $3,400 in tax and add a 

net $17,000 to her super. 

Key issues to consider 

• It's generally not tax-effective to claim a tax deduction for an

amount that reduces your taxable income below the effective

tax-free threshold. This is because you would end up paying

more tax (you will pay tax on the super contribution but get no

tax benefit from the tax deduction claimed).

• To be eligible to claim the super contribution as a tax

deduction, you need to submit a valid 'Notice of Intent' form

before certain timeframes. You'll also need to receive an

acknowledgement from the super fund before you complete

your tax return, start a pension or withdraw or rollover money

from the fund to which you made your personal contribution.

• Personal deductible contributions count towards your

'concessional contribution' cap. This cap is $30,000 in 

2024/25, but may be higher if you didn't contribute your

full concessional contribution cap in any of the previous

five financial years and are eligible to make 'catch-up'

contributions. Tax implications and penalties may apply if you

exceed your cap.

• If you're between ages 67 and 74 at the time you make the

contribution, you'll need to have met a work test or satisfy the

work-test exemption. Generally, you cannot make a personal

deductible contribution if you're aged 75 or older. 

• You can't access super until you meet certain conditions.

While this strategy has some potentially powerful benefits, you 

should seek tax and financial advice before going ahead, to 

ensure it suits your needs and circumstances. 

'Includes 2% Medicare levy 

'Anna is eligible for and uses catch-up contributions. 

Thinking ahead? Let's talk about strategies for 
creating a positive financial future. 
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