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Dear Reader,

Welcome to the January edition of The Good Life and a
Happy New Year to all.

This month Jim Parker makes some predictions you CAN
rely on.

Did you catch the Oxfam paper where it has calculated that:
In 2015, just 62 individuals had the same wealth as 3.6
billion people – half of humanity. As recently as 2010, the
corresponding number of individuals was 388.

Hopefully some of them will take a lead from Bill Gates &
Warren Buffett and give at least half away. Mark Zuckerburg
is the latest to follow this trend. When I make my first billion,
I’ll be happy to give 95% to worthy causes.

I managed to read 9 of the 12 books on my list as well as 5
others including a re-read of The Big Short after watching
the movie. As per usual the book is far better than the
movie. The banks were saved and the tax payer and the
individuals sacrificed, as usual (see pages 221-227 in
particular).

The Numbers
Last year’s numbers on the left are another reason to be

well diversified and with reduced exposure to our little
market. In Australia, we’re dominated by bankers, miners,
shop-keepers and property developers; hardly the way of the
future.

In last month’s newsletter I asked you to guess what the
S&P 500 would have grown to and included the answer on
the last page.

Over 36 years, it’s hard to believe that just a1.74% higher
annualised return compounds to a 74% higher gain.

More Good News
That Bit Extra this month highlights the tremendous leaps
being made across the world to make our life better. We
look at wind power, nanorobots, single molecule detection of
contaminants, disease and explosives, new blood tests for
cancer and evidence that automation is a job engine and not
a job killer which many people worry about.

Fixed Interest

Years 1 2 3 10 YTD
One- year 2.5 2.7 2.8 4.8 2.5

Two-year 2.8 3.0 3.1 5.2 2.8
Five-year 3.8 4.8 4.0 6.6 3.8

Long Term

Australian
Shares
Large 2.3 4.3 9.7 6.1 2.3
Value -1.1 -0.4 5.6 4.4 -1.1
Small 9.5 2.3 3.3 5.1 9.5

Global Shares
Large 11.6 12.5 23.5 5.3 11.6
Value 6.6 8.1 21.0 4.3 6.6
Small 13.8 11.4 25.1 6.6 13.8

Emerging
Markets

-7.9 -1.2 3.7 3.3 -7.9

Real  Estate 13.1 22.8 20.4 4.1 13.1

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

DFA Global Real Estate

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

Past performance is not
indicative of future performance.



2016: Ten Predictions to Count On

January 5, 2016

New Year is a customary time to speculate. In a digital age, when past forecasts are
available online, market and media professionals find it harder to hide their blushes
when their financial predictions go awry. But there are ways around that.

The ignominy that goes with making bold forecasts was highlighted in a recent newspaper article, which listed
many bad calls US economists had made about 2015. These included getting the timing of the Federal Reserve's
interest rate increase wrong, incorrectly calling for a rise in long-term bond yields and assuming an end to the
commodity rout.1

Australian economists were little better. A January 2015 Fairfax Media poll found the consensus view was that
local official interest rates would stay on hold all year. The Reserve Bank of Australia proved that wrong a month
later, before cutting rates again in May.

Their average forecast for the Australian dollar by year end was around US77c. On the last day of 2015, the
currency was less than US73c. The consensus view of the terms of trade, the ratio of export to import prices, was
for a fall of 3.6%. But such has been the decline in commodity prices that this measure was down 10.5% to the
end of the third quarter alone.

It shouldn't be a surprise that if economists can't get the broad variables right, it must be tough for stock analysts
to pick winners. So among the "Top Picks for 2015" published by one media outlet a year ago were such names
as Woodside Petroleum, BHP Billiton, Origin Energy and Slater & Gordon, all of which suffered double-digit
losses in the past year.2

It should be evident by now that setting your investment course based on someone's stock picks or expectations
for interest rates, the economy or currencies is not a viable way of building wealth in the long term. Markets have
a way of confounding your expectations. So the better option is to stay broadly diversified and, with the help of an
advisor, set an asset allocation that matches your own risk appetite, goals and circumstances.

Of course, this doesn't stop you or anyone else having or expressing an opinion about the future. We are all free
to speculate about what might happen in the economy and markets. The danger is when you base your
investment strategy on an opinion.

In the meantime, if you insist on setting store by forecasts, here is a list of ten predictions you can count on
coming true in 2016:

1. Markets will go up some of the time and down some of the time.
2. There will be unexpected news. Some of this will move prices.
3. Acres of newsprint will be devoted to the likely path of interest rates.
4. Acres more will speculate on China's growth outlook.
5. TV pundits will frequently and loudly debate short-term market direction.
6. Some economies will strengthen. Others will weaken. These change year to year.
7. Some companies will prosper. Others will falter. These change year to year.
8. Parts of your portfolio will do better than other parts. We don't know which.
9. A new book will say the rules no longer work and everything has changed.
10. Another new book will say nothing has really changed and the old rules still apply.



You can see from that list that if forecasts are so hard to get right, you are better off keeping them as generic as
possible. Like a weather forecaster predicting wind, hail, heat and cold over a single day, your audience will
prepare themselves for all climates.

The future is always uncertain. There are always unexpected events. Some will turn out worse than you expect;
others will turn out better. The only sustainable approach to that uncertainty is to focus on what you can control.

In the meantime, let me wish a happy New Year to you all.

1. Malcolm Maiden, "The Year Market Economists Failed to See Coming," SMH, 30 Dec 2015
2. "Top Stock Picks for 2015", Motley Fool

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…
New Evidence: Automation Is a Job Engine

What it is: Boston University School of Law researcher James Bessen
studied government data on the impact of computer automation from 1980
through 2013 in 317 occupations and discovered that "employment grows
significantly faster in occupations that use computers more."

Why it's important: Evidence that while automation removes some jobs --
largely those that are lower-level, dangerous, labor-intensive, repetitive and
otherwise undesirable -- it creates more new jobs overall.

Spotted by Marissa Brassfield

Wind Turbines Now Power 19 Million U.S. Homes

What it is: We don't hear much about wind power here in the U.S., but a
recent report from the American Wind Energy Association reveals incredible
progress. Today, over 50,000 wind turbines spread across 40 states and
Puerto Rico provide 70 gigawatts of energy -- enough to power 19 million
homes. Wind power now represents 4.5% to 5% of total U.S. energy use, and
has created 73,000 jobs.

Why it's important: Evidence that renewable energy -- and in this case, wind
turbines -- is continuing its deceptive growth. While 5% of total electricity use coming from wind doesn't sound
like much, consider that in 2007, this figure was under 1 percent.

Spotted by Marissa Brassfield



Single-Molecule Detection of Contaminants, Explosives or Diseases Now
Possible

What it is: Imagine being able to detect contaminants, diseases and
explosives from a single molecule. That's exactly what researchers at Penn
State have done, using a technique called SLIPSERS (a portmanteau of
"slippery liquid-infused porous surface" and "surface-enhanced Raman
scattering"). It can be used on a number of gaseous, liquid or solid samples of
chemical and biological species.

Why it's important: This specific technique could revolutionize environmental
detection, but another abundance-minded nuance of this article caught our
eye: the Penn State team is intentionally not seeking patent protection on
SLIPSERS. "We believe that offering this technology to the public will get it
developed at a much faster pace," said Professor Tak-Sing Wong. "This is a
powerful platform that we think many people will benefit from." Putting this

capability in the hands of entrepreneurs and researchers all over the planet opens up a new realm of possibilities.

Spotted by Marissa Brassfield

This Tiny Robot Team Could Help Stop the No. 1 Killer in America

What it is: What if you could install nanobots into your blood system to
automatically and autonomously clear your arteries, thereby preventing heart
disease? An international team of researchers from the U.S., South Korea and
Switzerland are collaborating on this very task, and this year, they'll begin
trials on mice. The nanorobot molecules will be able to deliver drugs to soften
clogged arteries, then drill in to break up blockages. An MRI machine serves
as the command and control center, as well as the power source for the
robots. If all goes well, human trials will commence by 2019.

Why it's important: As powerful computing capabilities continue to dematerialize and demonetize, it won't be
long until we have an army of robot surgeons inside our bodies, detecting cancer, breaking up clogged arteries
and monitoring our health in real time.

Spotted by Aman Merchant

Bill Gates, Illumina to Fund $100M Blood Test for Cancer

What it is: Grail is a brand-new spinout company from gene-sequencing giant
Illumina that's working on a cancer-detecting blood test, timed to hit the
market by 2019 at a price of under $1,000. The initiative has backing from Bill
Gates, Bezos Expeditions (Jeff Bezos' venture fund), Arch Venture Partners
and more.

Why it's important: When we can detect cancer early enough to treat it
effectively, healthcare professionals bypass the need to highly invasive,

expensive and risky tissue-based biopsies. Illumina CEO Jay Flatley told Fast Company that it's only recently
become affordable enough to develop a screening test of this kind -- demonetization in action.

New Anti-Aging Drug Could Enable 120-Year Lifespan

What it is: Researchers have discovered that Metformin, a ubiquitous
diabetes pill that costs just cents to make, could potentially extend our lifespan
to 120 years. As Fox reports, the drug "helps to increase oxygen flow on the
cellular level, thereby slowing the necessary cell divisions that keep our
bodies... functioning correctly but ultimately lead to aging."

Why it's important: With multiple concurrent efforts to prolong the healthy
human lifespan (Human Longevity Inc., Calico, medical research), it's only a matter of time before 100 is truly the
new 60. Spotted by Peter Diamandis


