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Red alert for savers as rates fall further 
 

Majority of accounts see money shrink after inflation and tax 
 

• savings rate of 4.14% needed to beat inflation, tax 
• 94% of saving accounts won't grow your money in ‘real’ terms 
• no 1-year or 2-year term deposits currently earn sufficient rates 

 
Sydney, 8 May, 2014 - Financial comparison website Mozo.com.au is issuing a red alert for 
Aussie savers to “start rate-tarting” or risk seeing their savings eroded by falling rates and 
increasing inflation, after new research shows that only 7 out of 111 accounts offer enough 
interest to grow your funds in ‘real' terms. 
 
While the Reserve Bank cash rate has remained at 2.50% since last August, interest rates on 
online savings accounts and term deposits have been falling steadily in 2014. According to the 
Mozo comparison database the average ongoing savings rate is now just 2.55%, down from 
2.95% a year ago. 
 

Average rate for savings accounts & term deposits 
 2011 2012 2013 2014 

Ongoing Savings Account 4.04% 3.94% 2.95% 2.55% 
6 month Term Deposit 5.69% 5.30% 3.98% 3.38% 
1 year Term Deposit 6.09% 5.18% 4.13% 3.57% 
RBA cash rate 4.75% 4.25% 3.00% 2.50% 
Annual inflation rate 3.3% 1.6% 2.5% 2.9% 
source: Mozo.com.au May 2014. Inflation rate is CPI for 12 months ending 31 March  

 
The combination of falling savings rates and increasing inflation means that the majority of 
Australian savers are now earning negative “real” returns on their savings once inflation and tax 
are taken into account. 
 
To beat inflation and tax, Mozo calculates that average-income savers now need to earn an 
interest rate of at least 4.14% on their stash.   
 
Alarmingly only 7 savings accounts out of 111 on the market currently pay interest rates of 
4.14% or more and 6 of these are promotional rates that only last a few months. When it comes 
to term deposits, the only way to earn 4.14% is to lock in for 3 years or more. 
 
Savings accounts offering over 4.14% 

PROVIDER PRODUCT INTEREST 
RATE  RATE TYPE 

ME Bank 
Online Savings 
Account with Everyday 
Transaction Account 

4.60% Intro rate for 5 months, then 2.90% 

UBank USaver with Ultra 4.37% Ongoing rate paid as long as monthly 
conditions are met 

ING DIRECT Savings Maximiser 4.35% Intro rate for 4 months, then 2.75% 

RaboDirect High Interest Savings 
Account 4.30% Intro rate for 4 months, then 3.20% 

Maitland Mutual Internet Saver 4.25% Intro rate until 31 August, then 2.85% 

Unicredit UniSaver Online 4.25% Intro rate for 4 months, then 2.50% if 
monthly conditions are met 

Defence Bank iSaver 4.20% Intro rate for 3 months, then 2.50% 
source: Mozo.com.au 8 May 2014. Rates shown assume a balance of $10,000 
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Mozo Director Kirsty Lamont says savers need to take urgent action. 
 
“Falling savings rates and rising inflation are eating away the nation’s savings. It’s getting much 
harder to earn a positive return on your savings and millions of Aussies savers are now in the 
very real position of going backwards after inflation and tax," Kirsty Lamont says. 
 
“In the current climate the best strategy to ensure you’re earning a decent rate on your savings 
is to become a ‘rate tart’. To get ahead savers need to take advantage of the best promotional 
interest rate deals by comparing and switching accounts every few months.” 
 
Kirsty Lamont warns that now is not the time to be apathetic about your savings. 
 
“Given the alarmingly low number of accounts that offer a return above inflation, it’s more 
important than ever for savers to keep a close eye on their interest rates and continually chase 
the best returns on their money.” 
 
 
Notes on calculations: 
Inflation for the year to the end of March 2014 was 2.9%. (source ABS). The marginal income 
tax rate for people earning a salary of $60,000 is around 30%. To earn net interest of more than 
2.9% an account needs to pay at least 4.14%. Only 6% of the interest rates on savings accounts 
in the Mozo database are above this level. Savings rates are based on a $10,000 account 
balance. Term deposit rates are based on a $25,000 deposit. 
 
 
 

-ENDS - 
 
About Mozo.com.au 
Mozo is Australia’s leading online financial comparison and reviews site. Our database covers 
more than 1,400 products from 150 banking, insurance and investment providers, and our 
award-winning comparison tools help more than 300,000 Australians find a better banking or 
insurance deal each month. Mozo powers the "Compare, Ditch & Switch" service for Choice and 
has partnerships with some of Australia’s largest publishers. 

 


