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Dear Readers,

Welcome to the August edition of The Good Life.

This month, Jim Parker writes about Having a Game Plan which
uses design, diversification and discipline to maximise the chances
investors have to achieve their desired financial destinations,
whatever may occur.

Given that the AFL and NRL finals are upon us, Jim’s managed to
add a sports angle to his article while we’ve also included a video
link about cognitive bias.

We include to graphs on page 7 that shows what happens to
investors who stick to their long-term plans.

Good News … We’re 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 broad collection of ideas and
inventions changing our world: 3D printing of robots and living
tissue; warehouses that float in the sky and sterile mosquitoes. We
also have an inspiring example of a person solving her own medical
problem and creating a new DIY movement.

Numbers –China
Let’s look at some basic numbers about China. How does it
compare with Australia across a number of economic measures?

China has lower inflation, cheaper petrol, similar government debt
and a lot less household debt, more tourists in total .Of course, the
Middle Kingdom has much higher total defence expenditure and a
lot, lot, lot more people … try 57 times our population!

The Chinese stock market since 2008 has performed a bit like our
ASX 200, it has also failed to rise above its 2008 high.

Fixed Interest

Years 1 2 3 10 YTD
One- year 2.1 2.3 2.4 4.2 1.3

Two-year 2.3 2.6 2.8 4.7 1.6
Five-year 1.5 3.9 4.4 6.4 2.4

Long Term

Australian
Shares
Large 9.2 5.4 5.8 4.6 3.9
Value 18.7 9.7 7.2 4.0 3.0
Small 3.1 11.1 5.4 2.0 2.9

Global Shares
Large 12.2 3.6 12.4 5.5 3.5
Value 16.5 3.9 10.4 4.4 0.5
Small 14.3 5.9 14.2 7.2 1.5

Emerging
Markets

18.6 7.9 6.8 2.9 10.9

Real  Estate -10.6 5.4 10.4 0.4 -3.3

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.



Having a Game Plan

, August 22, 2017

An advisor once said he did not so much have people with investment problems as he had
investments with people problems. Your assumed rationality can vanish in a crisis. So why not build
your human imperfections into your game plan?

When unsettling news is breaking there's a natural inclination among people to want to adjust their portfolios in
response. When uncertainty looms larger than before and volatility spikes, investors can feel tempted to tinker with the
plan designed for them.

So it makes sense to build into any long-term investment plan a virtual fire drill that seeks to minimise the chances of
making impulsive changes or allowing your in-built ‘fight-or-flight’ response to take charge in the face of external,
uncontrollable events.

A geopolitical catastrophe, a financial crisis or just a routine market movement are all times when the urge to act can be
hard to ignore. Nobel laureate Daniel Kahneman called this type of thinking 'System 1' — an automatic fight-or-flight
response to a stimulus.1

This contrasts with what Kahneman calls 'System 2' thinking, a type of effortful reflection that involves individuals
carefully weighing options and making deliberative choices. This latter approach is less about instinct and more about
executive control.

You can guess which system is dominant at times of perceived danger. We have a natural urge to protect our wealth.
The big question is whether instinctive, emotionally driven reactions are the best way of achieving that.

Listen to AFL coach Paul Roos who took the Sydney Swans to a premiership in 2005 and another Grand Final the
following year. He tells his players to stop looking at the scoreboard and stick to the plan agreed upon before the
opening whistle.

"I tell them the scoreboard will look after itself," Roos told a public forum in Melbourne recently. "What the players have
to do is focus on all the little things they can control. So my message to them is to trust each other and stick to our game
plan. That way, we maximise the chance of getting a good result."

Naturally, there are times in the game when the unexpected can happen. The team can be penalised; a key player may
get injured and have to leave the field; the weather can change. But a good coach builds these eventualities into the
pre-agreed game plan.

"Sport is an emotional business. There are always going to eventualities you didn't plan for," Roos says. "So the coach's
job is to take the noise and emotion out of the process as much as possible and to stay focused on getting the little
things right."

This is uncannily similar to the role of a financial advisor with a client's long-term investment plan. Markets naturally will
go up and markets will go down. News—by definition events that are novel, unexpected and dramatic—will occur along
the way.

But a good financial game plan is one that uses design, diversification and discipline to maximise the chances of
investors getting to their desired destinations whatever may occur.

It goes without saying that we need to start with a sound design. In football, that might mean understanding the factors
that drive success on the sporting field, identifying the controllable and non-controllable variables and building a sound
process for victory.



In investment, it means identifying what drives return over the long term and then using the information in prices to build
portfolios that emphasise the dimensions of higher expected returns across all asset classes.

The second element is diversification. This is about eliminating unnecessary risks. Think about the football team that
pins its success on the uncanny abilities of one or two star players. What happens if one or both of them are injured?

Likewise, a highly diversified portfolio is one that seeks to minimise the guesswork of investing and improves the
reliability of outcomes. That means diversifying across securities, across industries and across countries.

Third, we need discipline. Like any good football coach, Paul Roos admits it is unrealistic to win every game. But he
says that doesn't mean he shouldn't build a team culture that expects to win every time by doing all the things within its
control to get there.

"Success is not defined by the outcome of every game day, but what we learn from our losses, the culture we develop
and how we progress from season to season," he says.

In investment, it's a similar story. Returns are inherently volatile and will not always go your way. So it's critical you
adopt an approach that you can live with when markets are turbulent. A skilled advisor can show you how you can use
the factors within your control to both stay on target and smooth out the bumps along the way.

When the unexpected occurs, there is a pre-agreed response. When circumstances change, there is a process to
follow. You can never totally eliminate doubt and uncertainty, but you can build a structure that is resilient, that gives you
flexibility and that increases the odds of getting you to where you want to go.

That is a systematic approach. That is a disciplined approach. And that is a game plan.

An advisor once said he did not so much have people with investment problems as he had investments with people
problems. Your assumed rationality can vanish in a crisis. So why not build your human imperfections into your game
plan?

1. 'Thinking Fast and Slow'; Daniel Kahneman; Farrar, Straus and Giroux; 2011

Cognitive Biases Shape Our World
Are your brain's shortcuts negatively affecting the quality of your decisions? In this video, Peter Diamandis discusses
why we have cognitive biases and outlines the most common biases.
https://www.youtube.com/watch?v=8_i3LhBO-
rk&feature=youtu.be&utm_campaign=Tech+Blog&utm_source=hs_email&utm_medium=email&utm_content=55682904&_hsenc=p2ANqtz-
_1HId_ahXY5kROqYbSJuEMTOFeC9xFTug0OvQhnYPz8trnwQHYgYbLRmxVsnvKmn5L73VJalKolIppOXrYVFcOUyuT5y2tT0iLD7JOUwLmWCuKtgZxjTO2FyyNBdU9BrWG
z2vs&_hsmi=55682904

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
Services Pty Ltd AFSL No 221 531and is solely responsible for its contents. You should consider whether the above is suitable for you, as it does not take
into account your circumstances. The information it contains is given in good faith and has been derived from sources believed to be reliable and accurate at
the date of publication. However, Integrated Wealth Solutions and Radford Allen Financial Services, its employees, officers and authorised representatives
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

The future is almost here –
MIT's New Software Lets Anyone Build a Functioning 3D-Printed Robot

What it is: Researchers from the Massachusetts Institute of

Technology’s Computer Science and Artificial Intelligence

Laboratory (CSAIL) recently developed a system called

‘interactive robogami’ that can quickly design and 3D print robots.

The software provides users with a complete fabrication plan,

making this tool one that anyone can use to custom design and

build robots. Users choose from a library of pre-assembled bodies, wheels and legs, to which the software will check to

confirm that all designs are workable and without functionality issues, like being top-heavy. In just a few hours, the

product is 3D printed as a flat kit, which is then folded into its final shape. Once available to the public, Interactive

Robogami hopes this software will greatly democratise the design and fabrication of robots.

Why it's important: As we saw with the democratisation of the web through a simplified user interface, the same thing

is happening to robotics and more complex end products like robotics. As this develops and the barriers to

experimentation disappear, look for highly personalised robots to emerge that fit previously unforeseen applications.

Share on Facebook

Spotted by Marissa Brassfield / Written by Jason Goodwin

Walmart's Amazon War Takes to Skies with Floating Warehouses

What it is: Walmart has filed to patent a remote-controlled

warehouse in the sky to more efficiently deliver packages to the

last mile, stepping up its game versus Amazon. Going into

greater detail than a similar patent application filed by Amazon,

Walmart’s vision is for a possibly autonomous gas blimp flying

somewhere between 150 and 300 metres above ground,

deploying drones to deliver packages in the surrounding area.

Why it's important: We're already seeing tremendous disruption in the transportation and logistics industry. What

happens to the manufacturing industry when blimp warehouses enable near-instant deliveries via drone? Share on

Facebook

Spotted by Sydney Fulkerson / Written by Jason Goodwin



A Breakthrough Method for 3D Printing of Living Tissues

What it is: Researchers at the University of Oxford have taken

3D bioprinting to another level with a method of printing tissues in

nanoliter-sized droplets wrapped in a lipid coating that can be

assembled, layer by layer, into more complex 3D structures.

Whereas previous methods often faced the limitation of cells

collapsing on themselves or moving within the structure, the

Oxford method improves the survival rate and allows overall structures that can mimic the function and behaviours in a

natural organism. Next up, the team plans to develop techniques that facilitate printing a broader range of materials and

at industrial scale.

Why it's important: The implications for healthcare and longevity are enormous. As Sam Olof, CTO at OxSynBio

notes, it should be possible to create “personalised treatments by using patient-sourced cells to mimic or enhance tissue

function” and to create new diagnostic applications for drug and toxin screening. Share on Facebook

Spotted by Marissa Brassfield / Written by Jason Goodwin

T1D Built Artificial Pancreas and Created a DIY Movement

What it is: A type 1 diabetic grew frustrated with the limited

volume on her glucose monitor which made it difficult to sleep

soundly at night. Afraid of not hearing a life-saving alarm, she

took matters into her own hands and built an artificial pancreas.

In doing this, she’s opened up a new DIY movement which is

letting non-technical T1Ds hack their hardware and provide better

healthcare for themselves.

Why it's important: A skunkworks effort is about taking the

status quo and boldly changing it. It's about flipping power dynamics and 100Xing the impact. DIY movements, such

as this artificial pancreas, show that innovators can be anyone and that innovation can revolutionise an industry. The

disruptive pressure this movement has brought to the diabetic community is forcing manufacturers to improve their

devices through greater digitisation. The democratisation of healthcare products will only continue to rise. How can you

get ahead of the curve? Share on Facebook

Alphabet Factory Raising Sterile Mosquitoes, Releasing a Million a Week

What it is: Alphabet (Google's parent company) has a life-

sciences arm called Verily that is raising sterile male mosquitoes

to curb the spread of the Zika virus in Fresno, California. The

mosquitoes are being raised in a new era of breeding facilities

and being released via mobile mosquito vans.

Why it's important: Verily is using new technology to solve an

age-old problem – insect-borne disease transmission. Are you

using yesterday's technology to run your business, or are you

looking at new tools to solve your problems? The impact of these sterile males has the potential to be very high; and it



does come with risk. It's important you go skunk on solving your current problems with new, innovative ideas. Share on

Facebook

Country Comparison – China by numbers

STOCKMARKETS

Country Australia China

Inflation 2.1% 1.4%

GDP - USD Billion $1340 $11,199
Government Debt to GDP 41% 46%
Private Debt to GDP 223% NA%
Household Debt to GDP 123% 44%
Gasoline Prices – USD / litre $0.98 $0.66
Population - Million People 24.13 1375
Tourist Arrivals - Annual Million 9.1 18
Military Expenditure - USD Million $27,793 $225,713




