


Spreading your investments to manage risk is called ‘diversification’.

Just investing in debentures is not diversification.

By spreading your money both across different asset classes and
between different investments within the same asset class, you
reduce the risk of losing everything. By putting only a proportion

of your total funds into any one type of investment, you won’t lose
everything if one investment produces poor results or fails completely.

What returns are you being offered?

‘High returns means high risk’ is a familiar rule of thumb.
However, as with all rules, there are exceptions to look out for.

Some investments, that appear to offer relatively modest returns,
can be extremely risky. That’s why it’s important to consider more than
just the returns when deciding whether to invest in something.

When comparing rates of return, make sure you compare
‘apples’ with ‘apples’ (i.e. similar investments).

Can you get your money back early?

What happens if you need to get your money out before the end
of the loan term? Is this an option and are there penalties for
doing so?

If you need flexibility, think about investing in other financial
products that allow you access to your money without heavy fees
or penalties.

Do you know how risky the investment is?

Debentures are riskier than term deposits offered by banks,
building societies and credit unions.

Ask yourself, is the return you are being offered high enough to
compensate you for the risk you are taking by putting your money
in this investment?



Can you accept the risks?

The main risk with this type of investment is that the issuer might be
unable to pay you interest when it is due, or pay back your money
at the end of the term.

If you don’t understand the risks in this investment or you’re not
comfortable taking any risks with your money, look at other financial
products instead. Get professional financial advice if you’re unsure about
an investment decision.

Do you know what you are investing in?

Check what the issuer plans to do with your money. This information
should be clearly set out in the prospectus, but don’t hesitate to ask
questions until you really understand.

Knowing what your money will be used for can help you assess
the risks and decide whether you are comfortable with
this investment.

Is the investment related to property development?

If your money will be used for property development, consider these
extra risks:

e Wil the property development be completed on time and on budget?

e How is the property valued?

e How will the issuer meet cash flow needs before the property
development is completed and sold?

The prospectus should help you to answer these questions.

People like to think that investing in property is ‘safe as houses’. In reality,
it involves the same risk as any other investment — the risk of losing as
well as gaining money.



Misleading advertising? Hard sell?

Have you come across an advertisement for a financial product that
you think is misleading?

Or have you been pressured by a sales person to make a decision when
you didn’t have enough information, or weren’t sure that the product was
right for you?

Phone ASIC on 1300 300 630 to tell us
about it. You can lodge a formal complaint
at www.fido.gov.au/complain

See www.fido.gov.au/hardsell for some
strategies to help you resist pressure selling,
S0 you don’t end up investing in a financial
product that doesn’t suit your needs.

For more information on what to watch out for
when general investing, go to www.fido.gov.au
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ASIC’s benchmarks can help you

Benchmarks are designed to

help you:
* understand the risks and - E.qU|Ityl C?pltal Page 8
e decide whether to invest Q' Liquidity Page 9
your money O Rollovers* Page 9
* Benchmark applies to issuers of all Q  Credit rating” Page 10
unlisted debentures. d Loan diversityt Page 12
T Benchmark applies to issuers who lend .
your money to someone else. Q Related partiest Page 13
+  Benchmark applies to issuers who Q Valuations: Page 14
use (or lend) your money for
property-related activities. QO Loan-to-valuation ratiot Page 15

Remember

¢ The benchmarks are not a guarantee that an investment will
perform well.

e Even if this investment meets all the benchmarks, you could
still lose some or all of your money if things go wrong.

¢ Any investment should meet your goals and suit you.
e ASIC does not endorse specific investments.

The Australian Securities and Investments
Commission consumer website, FIDO,
offers you financial tips and safety checks

For consumers and investors: www.fido.gov.au
ASIC’s infoline on 1300 300 630






