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What We Are Thinking

Dear Reader,

Welcome to the July edition of The Good Life. This month, we
include an article from Jim Parker where he looks at recent history
and the effects of ‘big events.’ Knowing the difference between
speculative opinion and the actual facts helps investors to keep
their nerve.

We then have an article by Barry Ritholtz titled What Did You
Learn from Brexit? The article discusses 6 key points to remember
in the aftermath of an unexpected event.

Short-term investment returns have been weak overseas, as we
can see in the table to the left.

There is an outbreak of awful behaviour across the world. Very
depressing! Is this a movement towards totalitarianism? Is might
ever right?

I’ve included a few photos from my recent trip. These inspiring
photos – taken in Barcelona and featuring the work of Antoni Gaudi
– highlight that humans are capable of really wondrous
achievements.

Good News
In the meantime, we’re continually blown away by what’s
happening in what we call the EXPONENTIAL WORLD. We’ve
included a link to a 33-minute talk given earlier this year that
summarises some of the amazing changes that will our lives so
much better. I’ve watched it several times and I hope you also
finding it as inspiring.

An issue that I’m passionate about is dementia. This month we
include a link to a vaccine developed by Australian and US
researchers that may reverse dementia and Alzheimer's.

According to the World Health Organisation, dementia-related
illnesses and care have a total global cost of US$600 billion per
year. Imagine if this huge and growing cost could be slashed, not to
mention the improvement in the quality of life for millions of people.

We remain excited by the future.

Fixed Interest

Years 1 2 3 10 YTD
One- year 2.5 2.6 2.7 4.7 1.3

Two-year 3.1 3.1 3.2 5.1 1.9
Five-year 6.4 5.5 5.5 6.9 4.6

Long Term

Australian
Shares
Large 0.0 3.1 7.8 5.3 1.0
Value -3.1 0.7 5.4 4.4 4.4
Small 12.1 4.9 9.0 4.8 5.4

Global Shares
Large -0.5 11.1 14.3 4.5 -1.9
Value -5.6 6.4 11.8 3.2 -2.4
Small -1.3 10.6 15.5 5.8 -0.8

Emerging
Markets

-8.8 1.4 5.3 3.8 7.2

Real  Estate 24.6 22.4 18.5 2.9 16.2

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
combination of simulated and actual
returns.

Past performance is not
indicative of future performance.



History on the Run

July 20, 2016

When news breaks and markets move, content-starved media often invite talking heads to
muse on the repercussions. Knowing the difference between this speculative opinion and
actual facts can help investors keep their nerve.

At the end of June, UK citizens voted in a referendum for the nation to withdraw from the European Union. The result,
which defied the expectations of many, led to market volatility as participants weighed up possible consequences.

Reporting on the result, The Washington Post said the vote had "escalated the risk of global recession, plunged
financial markets into freefall and tested the strength of safeguards since the last downturn seven years ago".1

The Financial Times said 'Brexit' had the makings of a global crisis. "(This) represents a wider threat to the global
economy and the broader international political system," the paper said. "The consequences will be felt across the
world."2

Now it is true there have been political repercussions from the Brexit vote. Teresa May replaced David Cameron as
Britain's prime minister and overhauled the cabinet. There are debates in Europe about how the withdrawal will be
managed and the possible consequences for other EU members.

But markets have functioned normally. Indeed, within a few weeks of the UK vote, Britain's top share index, the FTSE
100, hit 11-month highs. By mid-July the US S&P 500 and Dow Jones industrial average had risen to record highs.
Shares in Europe and Asia also strengthened after dipping initially on the vote.

On currency markets, the pound sterling fell to a 35-year low against the US dollar in early July. The Bank of England
later surprised forecasters by leaving official interest rates on hold.

Yes, the Brexit vote did lead to initial volatility in markets, but this has not been exceptional or out of the ordinary. One
widely viewed barometer is the Chicago Board Options Exchange's volatility index or 'VIX'. Using S&P 500 stock index
options, this index measures market expectations of near-term volatility.

You can see by the chart above that while there was a slight rise in volatility around the Brexit result, it was insignificant
relative to other major events of recent years, including the collapse of Lehman Brothers, the Euro Zone crisis of 2011
and the severe volatility in the Chinese domestic equity market in 2015.



None of this is intended to downplay the political and economic difficulties of Britain leaving the European Union, but it
does illustrate the dangers of trying to second guess markets and base a long-term investment strategy on speculation.

Another recent example of this tendency came shortly after the Brexit vote, in the Australian general election, where a
much closer-than-expected result sparked media speculation of severe economic and market implications.

In the Sydney Morning Herald, journalists said Australia faced a "protracted political and constitutional crisis", leaving
spooked financial markets on edge, investment stalled and the country's credit rating on the brink of a downgrade.3

By the end of the first day after the vote, however, Reuters reported that Australian shares had risen as "surging
commodity prices" overrode political uncertainty. After a brief blip, the Australian dollar rebounded to where it was
before the poll.4

A week later, late counting in the most marginal constituencies gave the incumbent Liberal-National Party Coalition the
barest majority in the House of Representatives, allowing them to form a government.

Now the focus of speculation has turned to how markets might respond to the US presidential election. CNBC recently
reported that surveys from Wall Street investment firms showed "growing concern" over how the race might play out.5

Given the examples above, would you be wagering your portfolio on this sort of speculation, particularly when it comes
from the same people who pronounced on Brexit? And remember, not only must you correctly forecast the outcome of
the vote you have to correctly guess how the market will react.

And think about this. Even if you do get it right, what's to say some other event might steal the markets' attention in the
meantime? The world is complex and unpredictable. No-one really can be certain about anything.

What we do know is that markets incorporate news instantaneously and that your best protection against volatility is to
diversify both across and within asset classes, while remaining focused on how you are tracking relative to your own
goals.

The danger of investing based on what just happened is that the situation can change by the time you act, a "crisis" can
morph into something far less dramatic and you end up responding to news that is already in the price.

Journalism is often described as writing history on the run. Don't get caught investing the same way.

What Did You Learn from Brexit?

July 24, 2016 by Barry Ritholtz

My Sunday Washington Post Business Section column is out. This morning, we look at how investors behaved
surrounding the Brexit vote.

Here’s an excerpt from the column: “So that was Brexit … how did your portfolio hold up during the tumult and news
coverage and all of the other assorted nonsense that took place? Did you panic? Did you sell out after the vote? Lots of
folks did. They bailed into the 5 to 10% sell-off immediately following Britain’s 51% vote to leave the European Union.

Here are the specific lessons I discuss culled from the behaviour of investors post-Brexit:

Investing based on macro events is nearly impossible

You cannot time the market

Long-term investors pay attention to short-term distractions at their own risk

Diversification may be boring but it works

You cannot control events, but you can control your behaviour

Nobody knows anything



Not surprisingly, those who reacted to news events saw their portfolios suffer. And while investors were panicking
over Brexit, since then the Standard and Poor’s 500-stock index and the Dow Jones industrial average have gone on to
all-time highs . . .

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
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That Bit Extra…
More Amazing Research Happenings in the EXPONENTIAL WORLD
to Make Our Life Better
New Technology, the Future, and Education: Peter Diamandis ...

Watch this if you want to know where the world is heading.

▶ 33:46 https://www.youtube.com/watch?v=jndZviHWE28

Vaccine Developed by Australian and US Researchers May Reverse Dementia and Alzheimer's

What it is: Australian and US scientists at Adelaide's Flinders University have
created what may be the world's first dementia vaccine. Human trials could begin as
soon as 2 or 3 years. The International Business Times reports that the vaccine " …
targets tau proteins and abnormal beta-amyloid that cause Alzheimer's,” preventing
and reversing early stages of the disease. "Essentially what we have designed is a
vaccine that makes the immune system produce antibodies and those antibodies act
like tow trucks so they come to your driveway, they latch on to the breakdown protein

or car and they pull it out of the driveway," explained Flinders University medicine professor Nikolai Petrovsky.

Why it's important: According to the World Health Organisation, dementia-related illnesses and care have a total
global cost of US$600 billion per year. If effective, this vaccine could completely eliminate the 7.7 million new cases of
dementia we see every year.
Join the DiscussionSpotted by Marissa Brassfield

GMO Mosquito Reduces Dengue Rate in Brazil by 91%

What it is: Thanks to a GMO mosquito called Friendly™ Aedes, dengue fever cases
have dropped by 91% in the CECAP/Eldorado district of Brazil since April 2015 when
the mosquitoes were released. The GMO male Aedes aegypti mosquito doesn't bite
or transmit the disease; when it mates with wild females, their offspring inherit a
fluorescent marker and a self-limiting gene that causes death before adulthood. As a
result, the Aedes mosquitoes – and their offspring – die without leaving an ecological
footprint.

Why it's important: Genetically modified insects have already been a promising weapon in our fight against malaria.
This GMO mosquito and its ilk could end dengue fever and other mosquito-borne illnesses in a matter of years.



Join the Discussion Spotted by Prithvi Raj

A Few More Pictures from the trip in Barcelona celebrating Gaudi


