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Dear Reader,

Welcome to the July edition of The Good Life.

This month, Jim Parker writes about forecasting and forecasters.
Jim says “So do yourself a favour. If you must read media tips for
financial markets in the year ahead, take the forecasts with a very
large dose of salt.”

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
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 a broad collection of ideas and inventions
which will profoundly change our world: free robot lawyers; 3D
printing of self- healing objects; making robots better at following
human instructions; grid-scale batteries, Volvo becoming electric-
only; solar costs continuing to fall, and; a future without fakes
thanks to quantum technology.

Numbers –The USA
What about the USA from an economic point of view. How does it
compare with Australia across a number of economic measures?

The US has lower inflation, cheap petrol, a lot more government
debt and a lot less household debt, more tourists in total but fewer
per capita and much higher per capita defence expenditure.

The US stockmarket since 2008 has performed far better than our
ASX 200 and has risen by around 50% above its 2008 pre-GFC
high. By contrast, the ASX 200 has yet to hit its 2008 high.

We also include some figures that highlight the benefits of
diversification and exposure to premiums – higher returns with
lower volatility .

Fixed Interest

Years 1 2 3 10 YTD
One- year 2.2 2.3 2.5 4.2 1.1

Two-year 2.2 2.6 2.8 4.7 1.3
Five-year 1.5 3.9 4.1 6.4 1.9

Long Term

Australian
Shares
Large 16.1 7.8 7.3 4.4 3.8
Value 24.0 9.6 7.9 3.6 0.4
Small 11.3 11.7 7.0 1.9 2.4

Global Shares
Large 16.6 7.7 12.9 5.3 5.2
Value 20.5 6.7 10.9 3.9 1.8
Small 20.1 8.8 13.7 7.0 3.3

Emerging
Markets

21.6 5.3 7.8 2.9 9.4

Real  Estate -5.6 8.4 12.2 -0.1 -3.1

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

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.



No Crystal Ball: Year in Review

, July 12. 2017

'Investors are bracing for another year of event-driven volatility on the Australian
sharemarket, against a backdrop of subdued growth and earnings.' That was the warning of
a local newspaper as the 2016/17 financial year began. So how did that turn out?1

Looking at the calendar a year ago, one perhaps could forgive forecasters for warning investors of a rough year. The
knock-on effects of the Brexit vote, the US presidential election and the prospect of higher US interest rates all loomed
ominously on the horizon.

Indeed, one prominent investment bank guru in an AFR article said parts of the Australian market were already at that
point in ‘bubble territory.’ Another said oil stocks were shaping up as one of the few sectors likely to outperform as oil
stockpiles returned to normal.

A third analyst quoted by the AFR warned that the Australian market would at best struggle within a narrow range in
2016/17, "caught between bouts of market paranoia and a sobering backdrop of low growth, low inflation and low
returns."

In another prominent newspaper 12-months ago, Australian superannuation savers were warned that the investment
outlook was "cloudier than ever" as fund managers contended with "wild financial volatility and economic uncertainty".2

"If anything, the outlook for markets is even more uncertain now than it was this time last year," the paper quoted a
leading analyst as saying.

A shame, then, if you had followed these gurus' furrowed-browed advice as Australian and global equity market
benchmarks delivered returns of around 14% and above in the past financial year in Australian dollar terms.

Investors who overweighted their portfolios to low relative price stocks did even better than that, while emerging markets
posted returns of just over 20% for the year. In terms of sectors, the experts got that wrong as well, with energy one of
the worst performers.

As for all the "event-driven volatility" predicted a year ago, equity markets had an extraordinarily settled 12 months,
despite events such as the US and UK elections whose outcomes caught many prominent media pundits off-guard.

According to one investment bank research paper, the period of low volatility that began around June last year is one of
the longest such runs since the Second World War.3

Naturally, with a new financial year now just getting underway, the newspapers are going into overdrive with very
familiar-sounding analysis.

Asked to write one of these stories, a harried financial journalist can easily string together a convincing-sounding
narrative that links the events that everyone is currently worrying about to the next 12 months in the market.

In one recent AFR article, for instance, the budget levy on banks, excessive consumer debt, geopolitical strains, a
moribund retail sector, headwinds for property and a cloudy outlook for infrastructure are all thrown into the mix.4

"Bullish predictions for Australian shares in the coming year 18 are in short supply," the article concludes in a line that is
shamelessly recycled every year.



Of course, like a stopped clock, bearish forecasts can always turn out to be right. But basing a long-term investment
strategy on these calls is not likely to be successful.

A better approach is to let the market do the worrying for you and build a diversified portfolio around the long-term
drivers of return. After a strong year in shares, for instance, your advisor may choose to rebalance the portfolio back to
its strategic asset allocation by shifting from equities to fixed interest.

But this is not based on a forecast about what might happen with geopolitics, economics, commodities, interest rates,
currencies and shares in the year ahead, but on what is going on in your life and how you are tracking relative to your
pre-defined goals.

The experts are entitled to their views, of course, but we have seen that their record in predicting what markets do year-
to-year is not great. And if they really did have a reliable crystal ball, ask yourself why they would share that insight with
you anyway.

So do yourself a favour. If you must read media tips for financial markets in the year ahead, take the forecasts with a
very large dose of salt.

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 –
Free robot lawyer can help you with 1000 different legal scenarios

What it is: The creator behind DoNotPay, the popular online artificial

intelligence platform used to appeal over US$4 million worth of parking

tickets, has recently overhauled his service. Through DoNotPay,

Stanford undergraduate Joshua Browder now provides counsel for over

1000 legal issues including consumer and human rights, housing

disputes, maternity leave claims and refunds for faulty products. While

Browder concedes his chatbot isn’t going to replace the Supreme Court



anytime soon, he plans to continue expanding the service and notes that when it comes to preparing legal documents,

the sky’s the limit.

Why it's important: While Browder’s technology still can’t replace a flesh-and-blood lawyer, there will come a day when

it - or a similar service - can. What will a courtroom look like when legal cases are eventually argued by AI? Will there

even be a need for courtrooms? How will the world look when millions who previously had no access to representation

can adequately defend themselves? Share on Facebook
Spotted by Marissa Brassfield / Written by Neil Jain

How objects could soon 'heal' themselves
What it is: Melbourne School of Engineering researcher Luke

Connal and team have designed a method of taking 3D printing to

another level, creating a material with self-healing properties. The

polymer can change shape or structure in response to its

environment, such as from a toothpaste-like state to a semi-liquid

when pressure is applied or expanding when placed in water. The

researchers are already envisioning use cases from camouflage

to printing replacement parts aboard submarines.

Why it's important: We're witnessing an explosion in new manufacturing technologies, moving beyond personalised

manufacturing to truly novel methods and materials with application in unique environments. Imagine what could be

possibly in places like space. Share on Facebook
Spotted by Marissa Brassfield / Written by Jason Goodwin

Research makes robots better at following spoken instructions
What it is: Researchers at Brown University recently unveiled

software to help robots better follow spoken instructions. Starting

with a simple command of ‘take a box into a specific coloured

room,’ Mechanical Turk users taught the robot through trial and

error how to follow increasingly complex subtasks including

direction, number of steps, location, and more. The system not

only can infer the desired task given by a human, it can also learn

to infer distinct levels of abstraction. The creators hope this is a

step towards enabling humans to communicate with robots in the

same way we communicate with each other.

Why it's important: This software presents an exciting possibility

for the future of robot-human interaction. The techniques learned here could also apply to natural language processing

used by more advanced AI. The day might not be far away where new AIs will be able to understand even our most

abstract commands. Share on Facebook
Spotted by Marissa Brassfield / Written by Neil Jain



Grid batteries are poised to become cheaper than natural gas plants in
Minnesota
What it is: Research from the University of Minnesota’s Energy Transition Lab estimates the cost of building grid-scale

storage will achieve parity with new natural gas plants by 2019.

Lack of large scale storage has been a roadblock to renewable

expansion so this should remove an obstacle to integrating

renewables into the grid.

Why it's important: Further evidence that we're rapidly

approaching a world of zero or low-cost energy. Imagine what's

possible when energy is no longer a constraint. Share on
Facebook Spotted by Marissa Brassfield / Written by

Jason Goodwin

Volvo cars to go all electric
What it is: Volvo Cars recently announced that every car it manufactures from 2019 will have an electric motor, ending

the production of cars that have only a combustion engine. The

company plans to launch 5 fully electric cars between 2019 and

2021 – 3 Volvo models and 2 Polestar models, Volvo's high

performance car line. Petrol and diesel plug-in hybrid and mild

hybrid 48-volt options will come with all 5 models, making it the

broadest electric car selection of any car maker. By 2025, the

company plans to sell 1 million electric cars and have introduced

climate-neutral manufacturing.

Why it's important: Electric vehicles (EVs) are taking the transportation industry by storm. Within the next 2 decades,

EVs will undoubtedly be the cheapest and most widely used vehicles on the market. Because EVs are inherently

simpler devices, possessing only 10% of the moving parts of petrol-powered vehicles, they're cheaper to build and

cheaper to maintain. Volvo is an excellent case study to watch as it's a traditional automotive player that acknowledges

the coming changes in the auto industry and is aggressively experimenting and investing into an all-electric future.

Share on Facebook Spotted by Marissa Brassfield / Written by Jason Goodwin

Solar costs are hitting jaw-dropping lows in every region of the world
What it is: The cost of solar continues to decline, from US$2.07

per watt in Japan to just US$0.65 per watt in India, according to

the latest PV forecast from GTM Research. Price drops are

coming across the entire stack, from PV modules to inverters,

trackers and even soft costs such as labour. Even more

interestingly, component pricing is losing its geographic variance,

indicating that market forces are eroding the previous advantages

from local content requirements and policies.

Why it's important: As solar reaches parity with fossil fuels and

declines even further, the cost of energy is dropping to near zero and its access is democratising. These latest numbers



indicate we're rapidly entering an age where sustainable energy is accessible and affordable around the planet. Share
on Facebook

Spotted by Marissa Brassfield / Written by Jason Goodwin

A future without fakes thanks to quantum technology
What it is: Counterfeit goods, including medicines, cost the

global economy at least US$500 billion annually and put patients

at risk. A team from the University of Lancaster in the UK has

created a unique ID based on the quantum irregularities in 2D

materials like graphene. These atomic tags have the potential to

be added to almost any surface, and when paired with a

smartphone app, allow consumers to verify authenticity.

Why it's important: Counterfeit goods are a drag on the

economy, but consumer trust and safety will continue to play a

large role in revenue generation, especially as the internet of

everything proliferates and our global economy continues towards automation. Atomic tags combined with adjacent

technologies like the blockchain and AI, could enable a highly authenticated system of trust for consumer goods and

other applications where security is key. Share on Facebook
Spotted by Marissa Brassfield / Written by Jason Goodwin

Country Comparison - The US by numbers

STOCKMARKETS

Country Australia USA

Inflation 2.1% 1.6%

GDP - USD Billion $1,340 $18,569
Government Debt to GDP 41% 106%
Private Debt to GDP 223% 200%
Household Debt to GDP 123% 79.5%
Gasoline Prices - USD/liter $0.98 $0.60
Population - Million People 24.13 324
Tourist Arrivals - Annual Million 9.1 84
Military Expenditure - USD Million $27,793 $606,233



The “All stocks” portfolio consists of all eligible stocks in all eligible Developed and Emerging Markets. The portfolio for January to December of year t includes stocks whose free float
market capitalisation as of December t-1 is greater than $10mln indeveloped markets and $50mln in emerging markets and with non-missing price returns for December of year t-1.
Annual portfolio returns are value-weighted averages of the annual returns on the included securities. The portfolios “Excluding the top10%” and “Excluding the top 25%” are
constructed similarly. Individual security data are obtained from Bloomberg, London Share Price Database, and Centre for Research in Finance. The eligible countries are: Australia,
Austria, Belgium, Brazil, Canada,Chile, China, Colombia, Czech Republic, Denmark, Egypt, Finland, France, Germany, Greece, Hong Kong, Hungary, India, Indonesi a, Ireland, Israel,
Italy, Japan, Republic of Korea, Malaysia, Mexico, Netherlands, New Zealand, Norway, Peru,Philippines, Poland, Portugal, Russia, Singapore, South Africa, Spain, Sweden,
Switzerland, Taiwan, Thailand, Turkey, United Kingdom, and the United States. Diversification does not eliminate the risk of market loss. Past performance is no guarantee
of future results
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Doesn’t seem like a big difference, but it is over 27 years.
Nearly 15.4% more in your pocket!!


