
Integrated Wealth Solutions

The Good Life
Ideas, advice, beliefs and perspectives for the enjoyment
and education of our clients and friends

Period ending October2017 November2017
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Dear Readers,

Welcome to the October edition of The Good Life. This month, Jim
Parker writes about a new investment fad – catchphrase investing –
in this case, FAANG. What’s it all about and does it matter? Here’s
tip. If you’re one of Ian’s clients, you already have them.

Good News … We’re ALWAYS 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
better 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 another mind-blowing collection of ideas and
inventions that are changing our world irrevocably and for the
better: 3D printing for medical devices; algae farms that fight
climate change and overfishing; new ways to kill cancer cells
without harming surrounding healthy tissue; bionic auto workers
which are making AI legally accountable for its decisions; drones
helping French traffic cops, and; scientists making first attempts at
editing genes inside a living body.

Did you watch the video 37 minutesNew York to Shanghai?

Numbers –
It’s a decade since the stock market highs prior to the GFC and the
havoc it caused across the world.

Looking at the table on the left, Australian and global funds 10-year
returns pale in comparison with 1-year returns – 10-years too low, 1
year too high.

Crazy Prediction or an example of the Exponential Disruption
coming to our lives …Fast.

'Everyone will have 5 years to get their car off the road or sell
it for scrap' Bob Lutz is a former vice chairman and head
of product development at General Motors. He also held senior executive
positions with Ford, Chrysler, BMW and Opel.

Fixed Interest

Years 1 2 3 10 YTD
One- year 2.1 2.2 2.4 4.1 1.8

Two-year 2.2 2.5 2.6 4.5 2.0
Five-year 2.1 3.6 3.9 6.2 3.0

Long Term

Australian
Shares
Large 17.0 11.5 7.4 3.9 8.3
Value 19.4 16.7 9.8 4.1 8.6
Small 13.4 13.8 9.8 2.1 10.1

Global Shares
Large 23.7 8.3 13.9 6.4 12.9
Value 24.5 9.2 12.9 5.5 9.5
Small 26.4 11.3 16.5 8.6 11.5

Emerging
Markets

22.1 14.0 9.8 2.8 19.8

Real  Estate 8.6 7.5 10.9 -0.1 1.0

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.



Catchphrase Investing

, November 22, 2017

The financial media is drawn to catchphrases –acronyms and buzzwords that can be sold as the
new thing. 'FAANG' (Facebook, Apple, Amazon, Netflix and Google) is the latest of these. But does
this constitute an investment strategy?

For journalists, commentators and marketers, acronyms like FAANG are useful. They fit easily into headlines and they
appeal to a feeling among some investors that their portfolios should match the 'zeitgeist' or spirit of the age

But as we'll see, investment trends tend to come and go. This is not to downplay the transformative nature of new
technologies and the possibilities they present. But as an investor, it is wise to recall that all those hopes and
expectations are already built into prices.

The FAANG acronym has become particularly popular in 2017 as returns from the five members of the unofficial club
have far outpaced the wider market. The table below refers to Alphabet, which is the listed company that Google is a
part of.

Such is the public interest in the tech giants that the parent company of the New York Stock Exchange recently
launched a 'FANG' futures index that includes the quarterly futures contracts of the FAANG members apart from Apple
(hence only one 'A'), plus another five actively traded technology growth stocks.

So, does this mean, as some media gurus suggest, that you should reweight your portfolio around these tech names?
After all, these companies have fundamentally reshaped traditional sectors like newspapers, television, advertising,
music and retailing.

For investors, there are a few ways of answering that question, none of which involve denying the significant influence
Facebook, Amazon, Apple Netflix, Google and other technology names are having on our lives.

Firstly, market leadership is constantly changing based on a myriad of influences, including shifts in the structure of the
global economy, commodities, technology, demographics, consumer tastes and supply factors. Trying to build an
investment strategy by anticipating these forces is like trying to catch lightning in a bottle.

In the 1960s, the then often-quoted 'Nifty Fifty' of 'solid, buy-and-hold blue-chips' included such names as Xerox,
Eastman Kodak, IBM and Polaroid, all of whom were disrupted in one way or another by newer, more nimble
competitors in the following decades.



By the late 1990s, the media was full of stories about the 'dot coms', companies that were building new businesses
using the transformative power of the internet. A handful of those companies (Amazon for instance) fulfilled their
promise. Many others (retailer Boo.com, prototype social network TheGlobe.com, and pet supplies firm Pets.com were
just three examples) crashed and burned.

In the mid-2000s, the focus turned to companies with a large exposure to the so-called 'BRIC' economies. an acronym
based on the fast-growing emerging economies of Brazil, Russia, India and China.

One major investment bank even set up a BRIC fund, arguing that the superior growth outlook for emerging economies
justified a bias to stocks exposed to these markets. By late 2015, however, the fund was closed after years of poor
returns.1

So, while individual sectors each can have their time in the sun, it is not clear that weighting your portfolio toward an
industry currently in favour is a sustainable long-term strategy.

A second way of looking at this issue is that accepting it is difficult to pick winning sectors does not mean you should
exclude these stocks in a diversified market-wide portfolio. You can still own them, but you do so by casting a much
wider net.

The more concentrated the portfolio, the more you are exposed to idiosyncratic forces related to individual stocks or
sectors. Being highly diversified means you can still benefit from the broad trends driving technology or whatever is
leading the market at any one time, but you are doing so in a more prudent manner.

Put another way, by diversifying you are not only reducing the risk of placing too much of a bet on one sector, you are
improving the odds of holding the best performers. Look at the chart below which shows what would have happened if
you had excluded the top 10% and top 25% of market performers in a global portfolio from 1994-2016.

We've seen that even professional investors can find it tough to pick which sector will lead the market from year-to-year.

It's true that technology companies like Amazon and Facebook have performed well recently. But it is worth recalling
that current prices already contain future expectations about those companies. We don't know what future prices will be
because these will reflect information we haven't received yet.

Because no-one has a reliable crystal ball, the best approach is to diversify. That way we increase the odds of being
positioned in the next big winning sector but without chasing hot trends or latching on to cute-sounding acronyms.

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

The future is almost here –
Algae	farm	fights	climate	change	and	overfishing

What is it: Swedish company Simris is fighting climate change and
overfishing simultaneously by using CO² from an Absolut Vodka plant
to grow algae. The algae produce the omega-3 fatty acids EPA and
DHA typically found in fish and which is used in products as varied as
pet food, liquorice and nutritional supplements.

Why it's important:Welcome to the next evolution in food
production. With the advancement of lab-grown meats and oils,
we're seeing a change like the automation of farming in the 20th
century. Now, however, building from first principles, we're also
rewriting what it means to be humane, while also finding
sustainable, clean ways to feed growing populations. Share on
Facebook

Spotted by Marissa Brassfield / Written by Jason Goodwin

3D	printing	lab	is	Iowa’s	entry	into	a	US$140	billion	industry
What it is: Protostudios, a 3D prototyping shop based in Iowa City,
hopes to catalyse a new regional industry and tap into the US$140
billion medical device industry. The not-for-profit lab offers a suite of
high-speed 3D printers that enable entrepreneurs to design and print
functioning prototypes in under 24 hours. Protostudios operates under
a US$1.5 million grant from the Iowa Economic Development Authority
(IEDA).

Why it's important:Here’s how local governments can incentivise entrepreneurship. As IEDA director Debi Durham
explained to Fast Company, “With Protostudios, we’ve created a service that helps entrepreneurs make products
conveniently, economically, and, most importantly for us, in Iowa. The value proposition for entrepreneurs is clear:
Come to Iowa and we can help you make a prototype — medical or otherwise — affordable and conveniently in an
absolutely wonderful place to live.” Share on Facebook

Spotted by Marissa Brassfield / Written by Marissa Brassfield



Heavy	metal	found	in	meteoroids	kills	cancer	cells
What is it: Researchers at the University of Warwick have discovered a
new way to kill cancer cells without harming the surrounding healthy
tissue. By embedding iridium into tumour cells and heating it with a
visible red laser, the iridium converts oxygen into singlet oxygen, which
is toxic to the tumour, interfering with its glucose metabolism and heat
shock proteins.

Why it's important: We’re seeing massive experimentation in
highly targeted methods of attacking different types of cancers.
What's more, as exciting as this is for cancer therapy and treating
disease, we are simultaneously learning a great deal about the
states and lifestyles that lead to cancers, allowing us to attack

longevity on the preventative end. Share on Facebook

Spotted by Marissa Brassfield / Written by Jason Goodwin

AI	can	be	made	legally	accountable	for	its	decisions
What it is: How can we eliminate biased decision making in AI
algorithms? A multidisciplinary team at Harvard is researching
how AI can be made accountable for its decisions — without
stifling innovation or forcing developers to reveal their most
valuable secrets. “We recommend that for the present, AI
systems can and should be held to a similar standard of
explanation as humans currently are,” the Harvard team
explained. “In the future, we may wish to hold an AI to a different
standard.”

Why it's important: As we rely on machine learning models to
make critical decisions, we humans also must be able to
understand the AI decision making process. When should AI

have to explain its decisions and how might they do so in court of law? In these early days of human-AI teamwork, trust
will be key. Share on Facebook

Spotted by Marissa Brassfield / Written by Marissa Brassfield

Drones	help	French	traffic	cops
What it is: In Bordeaux, France, police are using drones to
monitor roadways and flag traffic violations. Officers can track
vehicles after identifying traffic violations using the drone’s
camera and then intercept the offenders. Since the trial began in
the summer of 2017, officers have stopped as many as 15 to 20
cars per hour and handed out ‘hundreds’ of fines.

Why it's important: If autonomous cars don’t break laws, cities
won’t be able to earn revenue from traffic violations. Until then,
tech-savvy police forces will leverage drone and sensor
technology to cover more ground better, faster, cheaper and
easier than ever before. Across the Channel, the UK already has

a 24-hour drone unit. Unsafe drivers and thieves, consider your days numbered. Share on Facebook

Spotted by Marissa Brassfield / Written by Marissa Brassfield



Ford,	Ekso	team	up	for	bionic	auto	workers
What it is: Start-up company Ekso Bionics has teamed with Ford
and the United Auto Workers Union to bring bionics to the
assembly line. In an effort to reduce worker injuries, particularly
shoulders, Ekso created the EksoVest. The vest provides around
15 pounds of lift support per arm. The 4 workers who have been
testing the vest no longer need to ice their necks multiple times
per week, feel better overall and are more energetic during their
shifts and afterwards. Ekso next plans to extend the range of
tasks powered by exoskeletons to include more heavy lifting now
that workers are becoming accustomed to the feel of the vest.

Why it's important: Despite the fear of robots eliminating jobs,
there’s still plenty of human work to be done and combining

robotics with worker safety and health seems like a great entry point. As these types of exoskeletons demonstrate and
other uses begin to emerge, look for the social dialogue to change, simultaneously accelerating change while also
making the future a little less scary. Share on Facebook

Spotted by Sydney Fulkerson / Written by Jason Goodwin

Scientists	make	first	attempt	at	editing	genes	inside	body
What it is: Using zinc-finger nucleases, a method of gene editing
similar to CRISPR-Cas9, scientists have made their first attempt
at editing genes inside the body, hoping to cure the currently
incurable Hunter Syndrome. By encoding the good gene and the
zinc fingers into a virus modified to target the liver, the team
released billions of the good genes into the bloodstream. The
goal is to correct 1% of the cells, hopefully bringing some relief to
40-year-old Brian Madeaux from his daily medication. If
successful, the team hopes to test the treatment on children who
have yet to feel the worst effects of the disease.

Why it's important: Radical healthy life extension is quickly
becoming a reality. Even as this team continues to refine and focus on Hunter syndrome, look for this method to be
applied elsewhere by other researchers and for cross-pollination to accelerate discovery. Share on Facebook

Spotted by Rick Beasley / Written by Jason Goodwin

10 Years on From the GFC
The GFC happened a decade ago. We looked at how the US and Australian share markets had performed since then.
Here in Australia, as you can see we haven’t got back to where we were in 2007.That is why our Page 1 table always
looks so poor for the 10-year period. Soon this will be forgotten as will the many people who were declared bankrupt
during the GFC. They will be able to get credit again just in time to do it all over again.

Date S&P 500 ASX 300

12 October 2007 1561 6714

6 March 2009 683 3133

12 October 2017 2550 5751

27 November 2017 2601 5955


