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Ultra low savings interest rates dull tax refund delight 

• Successive rate cuts see average savings account rate slump to 2.03%  
• Paying down credit card debt delivers most reward on tax refund dollar 

 

Thursday, 1 September 2016: With tax refunds flooding into bank accounts, 
financial comparison site Mozo.com.au has crunched the numbers on how taxpayers 
can make the most of their tax refund in an ultra-low interest rates era.  
 
“Successive rate cuts have decimated the value of at-call savings accounts with the 
average rate now stagnating at 2.03 per cent and we could see savings interest rates 
drop even further with some experts predicting another cash rate cut this year,” says 
Mozo Director Kirsty Lamont.  
 
“In contrast to at-call savings accounts where interest rates have been in free-fall, 
banks have recently announced big rate increases for term depositors of up to 0.75 
basis points as they compete hard for sticky deposits.” 
 
Around 8 in 10 taxpayers are expected to get a tax refund this year1 with an average 
refund of $2,1122. One in five say they will save it3, however Mozo’s analysis of the 
best ways to use a tax refund suggests saving the money is unlikely to deliver much 
reward in an ultra low interest rate environment.  
 
“Our analysis shows paying down expensive credit card debt is the best use of your 
tax refund dollars with the average credit cardholder saving as much as $367 on 
interest payments over the course of one year.”  
 
“Making an extra repayment on your mortgage was found to be a good way for home 
borrowers to use their windfall, with potential savings of up to $144 in repayments 
over the year on a typical $300,000 home loan.” 
 
Mozo says debt free taxpayers who don’t need immediate access to their cash 
should consider safeguarding their savings from future rate cuts by stashing it away 
in a competitive term deposit with rates of up to 3.30 per cent for five years.   
 
“Locking in the average five year term deposit rate, now a sizeable 0.86 per cent 
higher than the average at-call savings account rate, would see savers almost $100 
better off,” says Lamont.  
 
For those keen to try their hand at investing, Mozo found investing in an exchange 
traded fund with an average five-year annual return of 7.04 per cent to be one of the 
most rewarding ways to use your tax refund delivering returns of up to $856 over five 
years. 
 
“Investing in the future by boosting your super also proved to be a rewarding way to 
use your tax refund. Popping your entire tax refund in an average super account 
could see the balance balloon to over $7,000 over the next thirty years,” says 
Lamont. 

																																																								
1 Australian Taxation Office Annual Report 2013/14 
2 Australian Taxation Office Annual Report 2014/15 
3 MoneySmart poll, August 2015	



 
MEDIA RELEASE   
	
	
The information published in this media release is general in nature only and does not 
consider personal objectives, financial situation or particular needs and is not recommending 
any particular financial advice.   
 

How to make your tax refund dollars work for you  
based on an average tax refund of $2,112* 

Scenario  Potential saving or return 
Pay down credit card debt 
Putting the tax refund towards the credit card debt of $4,300 
to save on interest payments.  

$367 saving over one year 

Make an extra home loan repayment 
The average home borrower’s repayment savings by putting 
tax refund dollars towards their mortgage. 

$144 saving over one year 

Invest in an ETF 
For those keen to try investing, an exchange traded fund 
could deliver an average 5 year annual return of 7.04%.  

 
$856 return over five years 
 

Boost your superannuation  
A super account with an average return of 5.10% is a good 
option for those with no outstanding debts or upcoming 
needs for their tax refund dollars.   

$7,280 return over thirty 
years 

Stash it away in a term deposit 
Term deposit interest rates are well above at-call savings 
account rates with an average of 2.89% for five years.  

$323 interest earned over 
five years 

Put it in a savings account 
At-call savings accounts are likely to deliver the lowest 
reward with the average interest rate just 2.03%.  

$225 interest earned over 
five years 

Source: Mozo.com as at 12 August 2016.  
*Based on average tax refund of $2,112 according to the ATO Annual Report 2014/15 
 

Alternative things you could buy with the average tax refund: 

Gianvito Rossi Suede Boots $2,105 

Canton Movie Home Theatre Speaker System $2,064 

Chloé Faye Small Leather and Suede Shoulder Bag $2,110 

Drone UAV Quadcopter $2,110 

MSI Gaming Laptop $2,099 

Versace Designer Women’s Stainless Steel Watch $2,093 

Canon Digital SLR Camera Body $2,102 

  
-ENDS- 

 
Notes on calculations: Calculations based on the average tax refund from the Australian 
Taxation Office Annual Report 2014/15. Annual credit card savings calculated are based on 
the average purchase rate of 17.38% and average credit card debt. Exchange traded fund 
returns calculated using the Vanguard Australian Shares S&P/ASX 300 Index Fund average 
five year annual return of 7.04%. Annual home loan repayment savings are based on an 
average $300,000, owner-occupier home loan. Superannuation earnings based on an 
average return of 5.10% p.a. (Median Balanced Option over the 10 years to 30 June 2015). 
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Term deposit returns based on average three year rate of 2.78%. Savings account returns 
based on average at-call savings account rate of 2.05%.  
 
For data or interviews contact: 
Angela Cartwright or Kirsty Lamont at Mozo 
PH: 02 9037 4375 
E: angela.cartwright@mozo.com.au or Kirsty.lamont@mozo.com.au  
 
About Mozo.com.au 
Mozo compares 1,800 products from 200 banking, insurance and energy providers to 
help over 300,000 Australians find a better deal each month via its award winning 
comparison tools and calculators. Mozo is proud to partner with some of the 
country's biggest online publishers, making it one of the most visited comparison 
sites in Australia. 


