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Dear Reader,

Welcome to the March edition of The Good Life.

This month, we have a piece from Bloomberg News reporting on
Warren Buffett’s annual letter to his shareholders. Among many
items, he states, “… both large and small investors should stick
with low-cost index funds because of performance.” We include a
story which shows that the Oracle from Omaha’s advice applies as
much to Australia as anywhere else.

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. 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 have a broad collection of ideas and inventions:
Sedric, the self-driving car; big 3D printers that can print a house in
24 hours, and at the other extreme; nanoengineers who can 3D
print biomimetic blood vessel networks. We also have a projector
that turns surfaces into touchscreens; wind energy in Denmark and
robots in Virginia which can deliver straight to your door.

Finally, we continue the outlook for the future, this month looking at
advances in stem cell technology. What disease or condition will
we be able to fix in the future?

Numbers – How Do We Rate our Freedom?
How lucky are we to live in Australia. Take a look at this report. I
certainly do when I think of overseas travel or investing.

The latest Freedom in the World 2017 Report says there have been
recent setbacks in political rights and civil liberties in a number of
‘free’ countries. The annual report scores countries on various
levels of freedom. Freedom House, the international watchdog
organisation that produces the Freedom in the World report, say
the decline in freedom in 2017 are the partially the result of populist
and nationalist forces making significant gains in democratic states.
More worryingly – far from being an isolated occurrence – Freedom

House report that based on their data and methodology, global freedom has been in decline for the past 11 years (see
page 6 of The Good Life for the details

Fixed Interest

Years 1 2 3 10 YTD
One- year 2.3 2.4 2.5 4.4 0.4

Two-year 2.5 2.7 2.9 4.8 0.5
Five-year 3.1 3.8 4.3 6.5 0.9

Long Term

Australian
Shares
Large 23.9 3.2 7.2 5.0 1.9
Value 41.8 7.9 8.5 4.7 1.8
Small 18.5 6.9 5.2 3.3 -0.8

Global Shares
Large 13.1 5.1 10.5 4.8 -0.9
Value 21.0 5.4 9.4 3.7 -2.2
Small 18.2 8.5 10.8 6.3 -2.2

Emerging
Markets

28.2 3.2 8.3 3.6 4.1

Real  Estate 8.2 7.4 15.9 -0.0 -0.8

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.



Buffett Says $100 Billion Wasted Trying to Beat Market
by Noah Buhayar 26 February,2017 Bloomberg.com

 Berkshire CEO: Jack Bogle, indexing pioneer, is a ‘hero’
 Investment managers, not clients, reap rewards, Buffett says

Buffett renews criticism of hedge funds in his annual letter

Billionaire investor Warren Buffett devoted a substantial portion of his annual letter to deepen his long-running critique of
investment fees.

Over 5 pages, he updated Berkshire Hathaway Inc. shareholders on a bet made almost a decade ago that a low-cost
fund that passively tracked the S&P 500 Index would outperform a basket of hedge funds. He also laid anew into the
rich for being suckered by Wall Street investment advice, which he estimated has wasted more than $100 billion over
the past 10years.

“When trillions of dollars are managed by Wall Streeters charging high fees, it will usually be the managers who reap
outsized profits, not the clients,” he wrote. “Both large and small investors should stick with low-cost index funds.”

While Buffett was doubtful that the wealthy would take his advice, his argument has gained steam. After years of
underperformance, hedge funds are facing a revolt by endowments, pension funds and other institutional investors that
have decided they aren’t getting their money’s worth. Meanwhile, index funds have been on a tear. In 2016, passive
strategies attracted US$504.8 billion in new money while active managers saw US$340.1 billion in redemptions,
according to data from Morningstar Inc.

Read Warren Buffett’s annual letter here

Buffett, 86, has been making his point for more than a decade, most visibly through his $1 million bet with Protege
Partners. The billionaire challenged the asset manager to pick a group of hedge funds that it thought would beat an S&P
500 Index fund over 10 years.

On Saturday, he gave an update: The bundle of hedge funds had compound annual returns of 2.2% in the 9 years
through 2016, compared with 7.1% for the index fund. The billionaire estimated that about 60% of the gains that the
hedge funds produced during that period were eaten up by management fees.

“That was their misbegotten reward for accomplishing something far short of what their many hundreds of limited
partners could have effortlessly – and with virtually no cost – achieved on their own,” he wrote.

Buffett will almost certainly win the wager when it ends on Dec. 31. Proceeds will go to charity.

Praise for Bogle

He also praised Jack Bogle, the 87-year-old founder of Vanguard Group. The pioneer of indexing was once an outcast
in the investment world as he eschewed riches to provide real value to American investors, Buffett wrote.

“In his early years, Jack was frequently mocked by the investment-management industry,” Buffett wrote. “Today
however, he has the satisfaction of knowing that he helped millions of investors realise far better returns on their savings
than they otherwise would have earned. He is a hero to them and to me.”

Buffett’s remarks on indexing have been jarring for many of his followers, not least because he has spent a career
finding ways to generate market-beating returns at Omaha, Nebraska-based Berkshire. The billionaire threw a bone to
that crowd in his letter, reiterating his stance that it’s not impossible to beat the index.

“There are, of course, some skilled individuals who are highly likely to out-perform the S&P over long stretches,” he
wrote. “In my lifetime, though, I’ve identified – early on – only 10 or so professionals that I expected would accomplish
this feat.”

He also sought to distinguish between investment fees that money managers charge and the kinds of fees that Wall
Street banks earn for helping to arrange deals.



“Berkshire loves to pay fees – even outrageous fees – to investment bankers who bring us acquisitions,” he wrote. “To
get Biblical (Ephesians 3:18), I know the height and the depth and the length and the breadth of the energy flowing from
that simple 4-letter word – fees – when it is spoken to Wall Street. And when that energy delivers value to Berkshire, I
will cheerfully write a big check.”

Most Aussie managers missing benchmarks
More than 80% of Australian active fund managers failed to beat their comparable benchmarks in the 10 years to 31
December 2016, according to new S&P Dow Jones Indices data.

By Staff Reporter Wednesday, 22 February 2017

The SPIVA Scorecard, published by S&P Dow Jones Indices since 2002, found more than 80% of international equity
and Australian bond funds, and more than 70% of Australian general equity and A-REIT funds, underperformed their
respective benchmarks over the past decade.

Looking at 2016 in isolation, Australian large-cap equity funds posted an average return of 9.2% and the S&P/ASX200
gained 11.8%, with 76% of funds underperforming the index.

Over 5 and 10-year periods, 70% and 74% respectively of Australian large-cap equity funds failed to beat
the S&P/ASX200.

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 Lives
Better…Faster, Easier, Cheaper, Bigger Futures

Meet Sedric, Volkswagen's Vision for Self-Driving Cars
What it is: Volkswagen recently unveiled an autonomous vehicle concept car called
Sedric. The vehicle has no pedals, no steering wheel and the ability to be summoned
at the push of a button, much like a ridesharing service like Uber or Lyft. The ability
to summon a vehicle is linked to a mobility ID, giving customers the ability to switch
between their own personal vehicle to another in a different city. As this is a higher-
level concept for VW, look for various elements to find their way into later concepts
and production soon.

Why it's important: In addition to Tesla, ridesharing services like Uber and software companies like Google, nearly
every major automaker also has an autonomous vehicle strategy or vision. With this increased competition, look for full-



scale democratisation of transportation services, safer streets, and unanticipated vehicle designs, services and business
models to emerge. Join the Discussion

Spotted by Aryadeep S. Acharya / Written by Jason Goodwin

Apis Cor 3D Prints a House in 24 Hours and Creates a Technological
Showcase
What it is: In collaboration with property development company PIK, Apis Cor
showed off its giant mobile 3D printer to construct a 38-square-meter 3D printed
house in 24 hours. In addition to mobility around the construction site and an
extruder able to rotate in two planes, the crane-like Apis printer can print both interior
and exterior structures, rather than just the foundation. At about US$275m², the

Stupino house not only brings a significant reduction in the cost of construction, but also showcases the ability to design
novel shapes, such as the nearly hurricane-windproof swirl seen here.

Why it's important: We're seeing an explosion in the number of applications for 3D printing and additive
manufacturing, from objects as minute and intricate as blood vessels to entire buildings, bridges and homes. In addition
to the cost reductions from automation and resource use, we're also seeing novel structures and physics, from the
circular homes to magnets with multiple fields. As these various techniques converge, anticipate not only faster
responses after natural disasters, but a potential disruption in real estate and never-before-seen building designs. Join
the Discussion

Spotted by Jason Goodwin / Written by Jason Goodwin

Nanoengineers 3-D Print Biomimetic Blood Vessel Networks
What it is: Led by nanoengineering professor Shao Chen Chen at the University of
California San Diego, a team of engineers has successfully 3D printed a functional
blood vessel network. Using existing medical imaging technology to create a 3D
pattern of a blood vessel network, the UCSD team then projected 2D slices in UV
light into a solution filled with live cells and light-sensitive polymers that harden when
exposed to UV light. Previous methods of creating blood vessels have been slow,
costly, limited to simple structures such as tubes and incapable of integrating with the
body's own vascular system. Here, the team was able to not only successfully graft
the complex structures into the skin wounds of mice, integrating into the host network

and allowing for normal blood circulation, but they were also able to print the scaffolding with enclosed endothelial cells
in just seconds.

Why it's important: While there is still work to do, particularly in creating structures capable of transporting waste and
nutrients, this is a big step forward in 3D printing organs and for regenerative medicine, as the vascular structure has
been a key stumbling block. In the near future, look for the 3D printed organs and cells that we currently produce to
become more complex, expanding their application into research areas like drug discovery and toxicology. Longer term,
look for full-scale organs and tissues that can be printed on demand, providing transplants to those that need them and
ultimately enabling radical life extension. Join the Discussion Spotted by Aryadeep S. Acharya / Written by Jason
Goodwin

Sony's Interactive Projector Turns Surfaces Into Touchscreens
What it is: Set to launch in Europe this spring, Sony's Xperia Touch projector turns
any flat surface – such as walls, tables or even kitchen counters – into an interactive
58cm touchscreen. By combining infrared light with a built-in camera, the projector is
designed to be fast and fluid, allowing users to interact with the projection as they
would with any other touchscreen. While the Xperia currently supports gaming,
streaming video and Skype calls, Sony is pushing for more unique use cases,
allowing designers and developers to create unforeseen applications at the
intersection of display and architecture.

Why it's important: Our interactions with computers – and with each other – are rapidly changing, thanks to converging
advancements in voice recognition, augmented reality and holographic technologies. The display market is projected to
top US$155 billion in 2020. What happens when augmented reality and holography turn every surface into a "screen"?
Join the Discussion

Spotted by Aryadeep S. Acharya / Written by Jason Goodwin



Denmark Just Ran the Country On 100% Wind Energy
What it is: February 22, 2017 was the day Denmark successfully powered the entire
country from wind power. The nation was able to generate 97 gigawatt-hours of
energy solely from wind turbines. The total combined power generated within this 24-
hour period is enough to power 10 million average homes in the EU. With this
achievement, Denmark officially broke the record for the most energy generated by a
single turbine in one day.

Why it's important: We are experiencing a global energy shift. In 2016, we saw
Scotland launch the world's first large-scale tidal power farm, Costa Rica run entirely on renewables for months at a
time and now Denmark's wind energy breakthrough. As more countries expand their experimentation in renewables,
we'll inevitably reach true energy abundance. Join the Discussion

Spotted by Khaled Salih / Written by Sydney Fulkerson

Virginia Is the First State to Pass a Law Allowing Robots to Deliver Straight to Your Door
What it is: On July 1, 2017, Virginia will be the first state in the US to have passed a
law allowing delivery robots to operate on footpaths throughout the state. Virginia
lawmakers Ron Villanueva and Bill DeSteph partnered with Starship Technologies to
draft the legislation. Although the robots are allowed to navigate autonomously, the
bots cannot exceed 10 mph or weigh over 50 pounds. Companies such as Amazon
and Grubhub sent the state support letters for this new law and Postmates has
already started testing its robots in Washington DC.

Why it's important: Last July, we read about Starship Technologies testing self-driving delivery robots in Europe to one
day be integrated into society. With the passing of Virginia's history-making law, consumers will begin to integrate with
autonomous robots much sooner than expected. Join the Discussion

Spotted by Dan Swift / Written by Sydney Fulkerson

More from Peter Diamandis; Outlook for the future



The Worrying Decline of Freedom around the World- Or be careful with
where you travel and invest.

Literacy, prosperity, health, freedom, technology; for the most part, these things have kept getting better over the past
century however, sometimes even the strongest long-term trends can regress.

Unfortunately, at least according to one report, global freedom has been falling for the past 11 years, including last
year.

The latest Freedom in the World 2017 Report says there have been recent setbacks in political rights and civil liberties
in a number of ‘free’ countries. The annual report scores countries on various levels of freedom. Freedom House, the
international watchdog organisation that produces the Freedom in the World report, say the decline in freedom in 2017
are the partially the result of populist and nationalist forces making significant gains in democratic states. More
worryingly – far from being an isolated occurrence – Freedom House report that based on their data and methodology,
global freedom has been in decline for the past 11 years

World Freedom 2016: Another Year of Setbacks and Lucky We’re in Australia.
The biggest mover in 2016 was Turkey, a country the Washington Post says is in a “permanent state of crisis.”
Turkey suffered a 15-point decline of its freedom score in 2016 after a series of international threats – a failed coup, the
assassination of the Russian ambassador, millions of refugees from the Syrian civil war – and at home an accelerated
the march to authoritarianism coupled with an economic crisis.

EU members Hungary and Poland are among the Western democracies that lost significant points in 2016, but the
report also has the US in its crosshairs in 2017. Freedom House notes the US as a “country to watch” this year because
of the Trump administration’s approach to civil liberties and a potential redefinition of the US role in the world.

Here’s how we stand in 2017:

From the Freedom in the World 2017 Report,


