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Dear Reader,

Welcome to the December edition of The Good Life. From all of us
at TGL, we wish All of Our Readers and their Families a Merry
Christmas and a Happy, Peaceful & Prosperous New Year.As
usual, Ian will be taking a break over Christmas & New Year and he
hopes you do too.

This month, Jim Parker writes aboutThe Forecasting Season.
What’s hot in 2017? But does anyone really know — and if they did
— why would they tell you? I wouldn’t. Jim looks at the predictions
made this time last year.Here’s your chance to start the Festive
Season with a good laugh!

Michael Lewis has just released his latest book The Undoing
Project: A Friendship That Changed Our Minds. There’s a brief look
at it later in the newsletter. Good for your Christmas stocking.

Good News … confident about the future
We’re continually blown away by what’s happening in what we call
the EXPONENTIAL WORLD for a faster, easier, cheaper and
bigger future. These advances will make many existing companies
obsolete, despite the best efforts of billion-dollar corporates and
their government allies to maintain the status quo. Expect to see a
substantial fall in the cost of living and more people accessing
services that once were only the preserve of the rich.

This month, we look at a host of world-changing news and
breakthroughs including about dementia; France closing all its
coal-fired power plants; battery technology; cancer; renewable
energy in vulnerable nations; hybrid trucks; superfast
computers;drones; checkout-free grocery stores; AI training and
hospitals of the future in Queensland.

Numbers –Inflation … going down
The Australian consumer price index (inflation) rose by 1.7% in
2015.Since 2000 inflation, has averaged 2.9% pa. Looking back to
recent history, inflation averaged 10% in the 1970s and 8.2% in the
1980s. Inflation was BIG news back then but not now.

As we’ve discussed in the past 4 issues, we believe strongly that
the huge, positive disruptions coming into our lifestyle will see the
further, rapid demonetisation of the cost of living. Good News.

Fixed Interest

Years 1 2 3 10 YTD
One- year 2.4 2.5 2.6 4.5 2.2

Two-year 2.7 2.7 2.9 4.9 2.5
Five-year 3.8 3.9 4.3 6.5 3.9

Long Term

Australian
Shares
Large 10.8 6.3 5.8 5.1 8.1
Value 23.2 10.4 6.9 4.6 22.7
Small 14.4 10.4 6.0 3.6 10.8

Global Shares
Large 1.5 9.1 11.2 4.7 4.0
Value 5.3 9.4 10.2 3.8 9.4
Small 6.6 14.4 12.6 6.6 9.9

Emerging
Markets

11.8 2.8 4.6 3.3 15.6

Real  Estate 10.3 12.6 14.9 0.3 6.0

Description of Indexes
One-year FI DFA Short-Term FI
Two-year FI DFA Two Yr Div. FI
Five-year FI DFA Five Yr Div. FI

Long-Term FI Bloomberg Aus Treas. 10+
Australian Large DFA Aus Large Co
Australian Value DFA Aus Value
Australian Small DFA Aus Small Co

Global Large DFA Global Large Co
Global Value DFA Global Value
Global Small DFA Global Small Co

Emerging
Markets

DFA Emerging Markets

Global Real
Estate

S&P/ASX 300 REIT Index

Data presented may be based on a
combinationof simulated and actual
returns.

Past performance is not
indicative of future performance.



The Forecasting Season

November 30 2016

'Tis the season to make forecasts. As we approach the end of the year, newsroom staffing
dwindles and editors look for space fillers to keep the readers happy. Yes, here come the
investment ‘outlooks’ again.

Each year at this time, the financial pages are filled with ‘investment outlooks’ that tell us what we can expect to occur in
the markets in the coming year and where the best bargains are.

Starved of news, reporters usually find there is no shortage of experts willing to share their forecasts with a public
primed to believe that sound investing is all about finding a reliable crystal ball.

Of course, these features can be fun to read if you don't take them too seriously. And they become even more
entertaining a year later.

During the rocky start for global shares in January 2016, one major investment bank issued a call to investors to “sell
everything”, warning of a deflationary crisis and a cataclysmic year on markets.1

"Sell everything except high quality bonds," the bank advised clients in a research note. "This is about return of capital,
not return on capital. In a crowded hall, exit doors are small."

The bank forecast a decline of up to 20% in major stock markets, a fall in world crude oil prices to as low as $16 a barrel
with only high-quality government bonds showing a positive result for the year.

At the time of writing, with 2016 almost over, those forecasts look well wide of the mark. As at late November, the major
US equity indices were all at record highs. The UK FTSE-100 recently hit record highs and Brent crude was near $50 a
barrel.

Yet if you had known in advance the news of the year you might have imagined different outcomes, with the results of
the Brexit referendum and US election confounding many media and market pundits.

Another favoured media template around the turn of the year is to come up with a list of ‘hot stocks’ for the coming 12
months.

For instance, one popular website last December picked "three top Australian shares for 2016" — shopping centre giant
Westfield Corp, digital real estate business REA Group and healthcare company CSL.2

Each company had "strong management teams, defensive earnings and the kind of profit-growing business models that
should be able to survive all but the most severe of economic downturns," the website said.

Now all of that may well be true but as at late November 2016, Westfield Corp shares were down 4.3%, CSL was 4.7%
lower and REA Group was down 9.5% compared with a market return of 1.2%.

Inevitably with these lists, some stocks will do well while others will do poorly. Without seeking to denigrate the abilities
of forecasters, it is a tough job to consistently outguess the market. It's even tougher when your picks come out of a
media list that many other people are reading.



In any case, a small portfolio like this is likely to be unnecessarily concentrated and open to what's known as
idiosyncratic risk, that is, influences related to individual companies and sectors.

For instance, another news outlet picked a UK-based financial services company as a possible ‘currency play’ for 2016,
saying it might benefit from the Australian dollar weakening against the British pound.3

Well, that might have been a good idea at the time but the AUD actually rose nearly 20% against the pound year-to-
date, the appreciation accelerating after the UK's vote to leave the European Union.

Another stock in that list, James Packer's Crown Resorts, ran into trouble in October when Chinese authorities arrested
18 of the gaming giant's staff as part of a crackdown on illegal gambling in China.

So you can see that investing based on forecasts about individual companies is extremely difficult because you have to
take into consideration so many moving parts and future events (that are by definition unexpected).

A better approach is to diversify as broadly as possible across stocks, sectors and countries so as to lessen the
influence of any one company, sector or jurisdiction.

Diversification is an antidote to avoidable risks like holding too few securities. It can also save you from missing
opportunities. Neither list cited here included Fortescue Metals Group (up more than 200% YTD), Bluescope Steel (up
more than 100%) or Worley Parsons (up 85%).

By broadly diversifying, you're taking the guesswork out of investing and saving yourself a whole lot of time scouring the
investment pages for stock picks.

Most of all, you're more likely to have many happy returns.

1. 'RBS Cries 'Sell Everything' as Deflationary Crisis Nears', The Telegraph, 11 Jan 2016

2. "Three Top Shares for 2016", Motley Fool, 25 Dec 2015

3. 'Wealth's Top Picks for 2016', The Australian, 26 Dec 2015

We hope you enjoyed this issue and would like to receive your feedback on articles you would be interested in or ways we can
improve our newsletter. We have a lot more information on our website at www.integratedwealthsolutions.com.au where you can
register to receive this free monthly newsletter.

John McMorrow
Editor
Disclosure & Disclaimer

Integrated Wealth Solutions “The Good Life” has been prepared by Integrated Wealth Solutions Authorised Representative of Radford Allen Financial
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give no warranty as to this and they accept no responsibility arising in any way for errors or omissions. It should not be relied upon as a substitute for
detailed professional advice .Past performance is not an indication of future performance.
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That Bit Extra…
More Amazing Research Happenings in the
EXPONENTIAL WORLD to Make Our Lives Better
… Faster, Easier, Cheaper, Bigger Futures

Battery Breakthrough Will Let Phones Charge in Seconds and Lasts for a Week

What it is: Researchers at the University of Central Florida have created a new high-
performing battery. The battery charges in seconds, the charge can lasts for days
and its lifespan is a minimum of 30,000 cycles. Traditionally, supercapacitors have
not been used for battery storage due to size constraints, but researchers were
engineering at the nanoscale, packing tiny nanowires enclosed in a high-energy
shell.

Why it's important: Energy storage is a big deal. The current limitations of charging times, size, weight, length of
charge, and longevity are a challenge in a lot of fields. Beyond charging your phone in seconds, think of dramatically
lighter electric vehicles and more portable storage for renewable energy sources like solar and renewables. Join the
Discussion Spotted by Bjorn Russell / Written by Jason Goodwin

France to Shut Down All Coal Power Plants by 2023

What it is: France’s president Francois Hollande announced at the recent UN
Climate Change Conference that all French coal power plants will be closed by
2023. That beats the UK's commitment to end fossil fuels for power generation by
2025. France already derives over 75% of its electricity from a power source with a
lower environmental impact than fossil fuels; with this new commitment, the country
is poised to become a world leader in low-carbon energy.

Why it's important: France's decision marks significant progress toward a future
where the planet is no longer dependent on fossil fuels. Peter has previously written about how the global oil and natural
gas industry is a $4 trillion business on the cusp of complete disruption. Expect to see other countries follow suit with
commitments to adopt more efficient and sustainable energy solutions. Join the Discussion

Spotted by Peter Diamandis / Written by Sydney Fulkerson

Climate Vulnerable Nations Aim for 100% Renewable Energy at Talks in Marrakech

What it is: Also at the Marrakech UN Climate Change Conference, more than 45
countries – including many of the most vulnerable to climate change such as the
Philippines and the Marshall Islands – pledged to switch to 100% renewable energy
from between 2030 to 2050 at the latest.

Why it's important: Despite a tenuous political climate in US on the Paris
Agreement, this agreement signals that solar, wind, and other renewable technologies will continue to improve and be
adopted globally. A largely renewable (i.e. solar) future is inevitable.
Join the Discussion

Spotted by Peter Diamandis / Written by Jason Goodwin



Dramatic Decline in Dementia Seen Among Older Adults in the US

What it is: Reporting in JAMA, researchers at the University of Michigan have
reported a steep drop in dementia rates. Dementia rates declined in adults aged over
65 from 11.6% in 2008 to 8.8% in 2012. When adults aged over 85 were included,
the total dementia rate in 2012 dropped to 8.6%. This complements other research,
which indicates that dementia in the US and other high-income countries has been
declining for the past 25 years.

Why it's important: Researchers positively correlated educational attainment and cardiovascular health with the
decline, suggesting that modifiable behavioral factors can reduce your dementia risk. (It also highlights the importance
of looking at the data, such as Peter's Evidence of Abundance, as an antidote to the negative bias inherent in most
media outlets). Join the Discussion Spotted by Cody Rapp / Written by Jason Goodwin

Cancer Cells Hijack DNA Repair Networks to Stay Alive

What it is: Cancer cells hack their systems into lengthening telomeres, the caps at
the end of chromosomes that prevent DNA degradation and enable the cell to
continue multiplying. Roughly 85% of cancers do this by increasing activity of an
enzyme called telomerase, but the other 15% of cancers use a mechanism called
ALT, short for alternative lengthening of telomeres. Although ALT was discovered 20
years ago, University of Pittsburgh researchers have just identified specifically how it
works. This discovery could revolutionise how we treat the most aggressive,
treatment-resistant cancers.

Why it's important: Convergences in computing power, data mining and synthetic
biology enables researchers to solve previously elusive problems. By understanding
all the ways that cancer cells lengthen telomeres, we're able to design treatments

and drugs that uncover new paths to extend longevity and radical life extension.
Join the Discussion

Spotted by Gregory Scherf / Written by Jason Goodwin

Only Amazon Could Make a Checkout-Free Grocery Store a Reality

What it is: Amazon formally announced Amazon Go, a grocery store without
cashiers, lines, cash or credit cards. The shopping process is simple: select your
items and then walk straight out the door. While Amazon hasn't released the precise
sensor, deep learning and computer vision technologies underpinning this futuristic
store, it has opened a pilot in Seattle open to employees. The plan is to open to the
public and then expand to nearly 1800 stores across the US.

Why it's important: This is the future of retail, brought to you by an e-commerce company disrupting the traditional
grocery store. When multiple exponential technologies – in this case AI, computing power and sensor networks –
become viable at the same time, massive opportunities result. Join the Discussion

Spotted by Dan Swift / Written by Jason Goodwin



Herston Biofabrication Institute: Creating the Hospital of the Future
What it is: In an effort to advance 3D printing as applied to biological systems, the
Queensland Government announced the creation of the Herston Biofabrication
Institute, set to open in 2017. The Institute will bring together an interdisciplinary
team of clinicians, scientists, mathematicians and engineers. The aim is to create
next-generation biofab techniques in data acquisition and 3D clinical imaging,
computational medicine, 3D modeling and visualisation, 3D cell culture and
advanced manufacturing.

Why it's important: This is the future of healthcare, highly personalized and automated. It is also a huge step towards
advancing 3D printing and imaging in medicine. The Herston Institute will also act as a model for conducting medical
research. Herston's interdisciplinary approach should cut down time to market for new inventions. Look for advances in
areas as disparate as robotic surgery, bone reconstruction and significant crossover insights generated from better 3D
imaging techniques. Join the Discussion Spotted by Peter Diamandis / Written by Jason Goodwin

Echodyne Announces the First Successful Airborne Detect and Avoid Radar Test on a Small Drone
What it is:Echodyne Corp announced its recent success in the world's first airborne
Detect and Avoid radar test on a small, unmanned aerial vehicle. The radar was
secured on a small drone, the kind of drone designed for tasks such as package
delivery and agricultural monitoring. The radar tests were conducted with Echodyne's
developer kit radar with its Metamaterial Electronically Scanning Array (MESA),
enabling electronic scanning delivered in a smaller, lighter and less costly form than
before. These tests successfully scanned up to 120° x 80°, which resulted in the
radar tracking a small UAV, a Beechcraft Bonanza and an ultralight aircraft, in

addition to vegetation, barbed wire fences and other obstacles that the radar provided in a 4D data cube. The test
results brings Echodyne one step closer to fulfilling the company's mission to make the world a safer place using cars,
drones and other vehicles to accurately sense the world around them.

Why it's important: One of the top 5 recent drone breakthroughs Peter mentioned in his blog on the convergence of
drones was the transition from the consumer phase of drones – more or less a toy – to the commercial phase, that is,
drones for business. Also referred to as sensor platforms, these drones are now being used across industries to provide
accurate data in a cost-effective manner. In the near future, the commercial use of drones as tools will grow
tremendously. Join the Discussion

Spotted by Rick Beasley / Written by Sydney Fulkerson

Nikola to Unveil Electric Class 8, Strategic Partnership with Ryder

What it is: Nikola Motor Company recently unveiled its zero-emissions, hybrid-
electric Class 8 tractor, officially the most advanced semi-truck ever built. The
unveiling took place at the company's Salt Lake City headquarters and via a
livestream on the Nikola website. The company also announced its new partnership
with Ryder System as the exclusive distribution and maintenance provider for all
Nikola trucks moving forward. In addition to Ryder as a partner, founder and CEO
Trevor Milton said Nikola has already started discussing plans to seek out a partner
focused on technology to reduce fossil fuel consumption in the US trucking industry.

Milton also shared the company's plan to launch hydrogen fueling stations across the US and Canada beginning in
January 2018.

Why it's important: Expect to see rapid innovation in the trucking industry as manufacturers incorporate clean energy
lessons learned from consumer car designs into commercial fleets. How will Nikola's approach perform in a competitor
landscape that includes Otto's self-driving semi-trucks? Join the Discussion

Spotted by Paul Heiss / Written by Sydney Fulkerson



Japan Looks to Create a Superfast Supercomputer for Deep Learning

What it is: Japan's Ministry of Economy, Trade and Industry plans to invest 19.5
billion yen – about US$173 million – to develop the world's fastest supercomputer as
early as next year. Its engineers plan to build a machine capable of 130 petaflops
(130 quadrillion) calculations per second, according to Reuters. Japan hopes to use
this computer to accelerate artificial intelligence and deep learning, while also serving
the data mining needs for Japanese corporations. Currently, most Japanese
companies outsource this task to organisations such as Microsoft or Google.

Why it's important: China recently surpassed Japan as the second largest economy
in the world and this breakthrough would help Japan regain its technological edge, and hopefully kickstart a wave of
innovation in robotics, artificial intelligence and every other area of industry. Join the Discussion

Spotted by Peter Diamandis / Written by Marissa Brassfield

Google DeepMind Makes AI Training Platform Publicly Available

What it is: Alphabet Inc.'s AI division Google DeepMind recently opened up their
training environment's entire source code on GitHub. The publicly available AI test
bed, DeepMind Lab (previously known as Labyrinth), allows anyone to download and
customise the Lab's code to help train their own AI systems. In addition to
downloading the code, the public now also has the opportunity to create new game
levels and upload them to GitHub. Google DeepMind hopes that opening up its Lab
code to the public will allow researchers to analyse their developer's breakthroughs
and see how their own AIs measure up to DeepMind's performance.

Why it's important:Peter's blog on AI and technology convergence quotes Stephen Gold, CMO and CP of Business
Development and Partner Programs at IBM Watson, on the implications of AI's advancements in deep learning.
"Machine learning is about man assisting computers," he said. "Deep learning is about systems beginning to progress
and learn on their own." As AI and cognitive computing develop, we're continually enabling computers to do more
unaided learning. DeepMind's open-sourced Lab code accelerates this even further. Join the Discussion

Spotted by Dan Swift / Written by Sydney Fulkerson

Michael Lewis' Portrait of Two Men Who Changed the World
Dec 5, 2016 ByBarryRitholtz

Michael Lewis is the poet laureate of the financial world. Each of his deeply researched, beautifully composed books
causes a stir when published. Recall the brouhaha that erupted when Lewis, discussing his 2014 book Flash Boys on
60 Minutes, said that markets are rigged.

Lewis’ newest book, The Undoing Project: A Friendship That Changed Our Minds, (excerpt here) is a very different work
from earlier Lewis writings. Its subject is 2 academics, Amos Tversky and Daniel Kahneman; their backgrounds, how
they met and how 2 wildly different personalities became a singular brain to ‘undo’ our misunderstanding of how the
human mind operates.

Books from Lewis – despite their disparate subjects – share common elements, beginning with a recognisable situation
that is inherently unfair: The disadvantages of a small-market baseball team with a limited payroll, the lack of
transparency in the subprime-mortgage market, the tax imposed by high-frequency trading on investors.

But Lewis, a Bloomberg View columnist, always goes a step further, offering a narrative that unfolds through the eyes
not of the main actors but players on the fringes. They tend to be eccentric, gifted oddballs looking in from the outside.
Aggrieved by the injustices of the world they witness – Billy Beane in Moneyball, Jim Clark in The New New Thing, Brad
Katsuyama in Flash Boys, Michael Burry in The Big Short – they see the world differently from everyone else. The same
is true of The Undoing Project.



The origin of the book is worth some amplification. A review of Lewis’s Moneyball in The New Republic by University of
Chicago economist Richard Thaler and my Bloomberg View colleague Cass Sunstein gently took Lewis to task for
failing to recognise the origins of the cognitive errors he described in the book. The kinds of mistakes made by the
scouts and managers in Moneyball had already been thoroughly described by Tversky and Kahneman, who won the
Nobel Prize in economics the year before Lewis's book was published.

Lewis acknowledges the oversight: “My book wasn’t original. It was simply an illustration of ideas that had been floating
around for decades and had yet to be fully appreciated by, among others, me.” He has atoned by writing The Undoing
Project.

Speaking of which: it is an insightful, touching work, an introduction to behavioral economics thinly disguised as a
biography of its two protagonists. The intellectual romance between these two brilliant psychologists is revealed as they
find in each other a gifted foil. The product of this cerebral ferment was so powerful that it changed the way we think
about human decision-making.

Lewis almost casually takes the reader through decades of psychological innovation, culminating in Tversky and
Kahneman's slow demolition of the concept of ‘homo economicus’ – the underlying assumption of the economics
profession that people are rational, self-interested optimisers with perfect judgment. All of the biases and cognitive
failings that people exhibit when making decisions are laid bare here. We watch as it becomes clear that errors in
human judgment are not merely predictable but systematic.

Lewis fans will not be disappointed. The writing practically explodes on the page; the book is filled with moments that
would be the highlight of a lesser writer’s career.

Part of the problem was the wild diversity of the people who wanted to be psychologists: a rattle-bag of characters with
motives that ranged from the urge to rationalise their own unhappiness; to a conviction that they had deep insights into
human nature but lacked the power to write a decent novel; to a need for a market for their maths skills after they’d been
found inadequate by the physics department; to a simple desire to help people in pain.

If you find this single sentence as powerful as I do, you will surely enjoy this book. (if you share my enthusiasm, then
your follow-up project should be to read Kahneman’s Thinking Fast and Slow). For those of you familiar with the latest
behavioral economics literature, the sections on Dr. Don Redelmieir and evidence-based medicine and Daryl Morey,
general manager of the Houston Rockets (basketball’s version of Billy Beane) are both fresh and intriguing.

If I have any complaint, it is that the book could use an index. There are so many people, ideas, innovations,
psychological concepts defined that a reference would be useful.

It isn't all joy and light. Envy and friction enters the Kahneman-Tversky partnership, perhaps the inevitable price of
collaboration; Tversky succumbs to metastatic melanoma at age 59 in 1996.

At bottom, the book is about a special relationship and how it led to a new and deeper understanding of human decision
making. Reading it is a decision you won't regret.

And just finally over the Christmas Period remember…

Envy and wrath shorten the life. – ECCLESIASTICUS

All of us have a need to forgive, whether in large or small matters. All of us suffer little irritating pinpricks every day. It is

not very effective to analyse these small wrongs and then forgive them one by one. Much more effective is not to dwell

on them at all. Whenever a stray bit of wrath arises and wants to talk over some incident from the past, don’t invite that

thought in.

When we can withdraw our attention completely from the past, it is not possible to get resentful; it is not possible to be

oppressed by mistakes in our past, no matter who made them. All our attention is in the present, which makes every

moment fresh, every relationship fresh. Staleness and boredom vanish from our life.

The Thought for the Day is today's entry from Eknath Easwaran's Words to Live By


