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What We Are Thinking

Dear Reader,

Welcome to the March edition. This month we look at
just how big the world stock markets are - $50 Trillion
at the end of 2013 and growing all the time. Australia’s
great listed companies make up just 3% of it. Check
out the table on Page 4.

If you read the daily press you could get very
pessimistic about the future, but we have a different
view.

Faith In The Future
What gives us confidence about the future is partly due
to the current market capitalisations of India and
China. Both capitalisations are less than that of
Australia’s currently but set to increase rapidly over the
next decade.

We also look a World Poverty Rate chart that shows
poverty in the developing world is reducing, which is
very good news. The improvements will not only enrich
the lives of the people in the third world, but will also
create massive demand in the developed world for
more products and services.

Speaking of India, maybe some of you will come to see
the stolen Shiva at the NGA. Wendy and I saw plenty
of Shiva statues on our recent trip through India (see
photo on last page).

Our finance article passes on some sage advice from
the world’s best investor, Warren Buffett.

We need men who can dream of things that never
were, and ask why not.

– GEORGE BERNARD SHAW

Fixed Interest

Years 1 2 3 10 YTD
One- year 2.9 3.5 4.2 5.4 0.4

Two-year 3.3 4.0 4.6 5.4 0.6
Five-year 3.3 5.5 7.2 6.9 1.6

Long Term -1.8 3.9 8.5 6.7 2.8

Australian
Shares
Large 11.5 18.5 9.6 10.0 1.7
Value 6.1 12.5 4.5 9.5 1.8
Small 0.0 2.3 -0.9 9.0 2.2

Global Shares
Large 41.0 28.3 15.3 5.4 0.9
Value 43.3 30.4 14.1 6.3 0.9
Small 50.5 33.7 17.6 8.2 2.8

Emerging
Markets

6.2 5.3 0.2 8.5 -4.8

Real  Estate 16.5 21.8 13.3 4.4 6.6

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 UBS 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.



In an Indian movie I saw recently, a villager leaves home for the first time to travel to the city of Bombay. When
he returns, his family and friends crowd around him, asking what it was like in the big city. His laconic reply
sums up our era: “Such tall buildings . . . and such small people.”

If we were asked to give an accounting of our society’s achievements, we could claim many great technological
developments and scientific discoveries, plenty of skyscrapers, and the amassment of huge sums of money, but
few truly secure, truly wise, truly great men and women. It is not for lack of ability or energy, though; it is
because we lack a noble goal.

To grow to our full height, we need to be challenged with tasks that draw out our deeper resources, the talents
and capacities we did not know we had. We need to be faced with obstacles that cannot be surmounted unless
we summon up our daring and creativity. This kind of challenge is familiar to any great athlete or scientist or
artist. No worthwhile accomplishment comes easily.

The Thought for the Day is today's entry from Eknath Easwaran's Words to Live By

Not Rocket Science
By Jim Parker Vice President DFA March 13, 2014

When the media raises the subject of beating the market through astute stock picking,
the name 'Warren Buffett' is usually cited. But what does this legendary investor
actually say about the smart way to invest?

Buffett is considered to have such a track record of picking stock winners and avoiding losers that his annual
letter to shareholders in his Berkshire Hathaway conglomerate is treated as a major event by the financial
media.1

What does he think about the Federal Reserve taper? What are the implications for emerging markets of the
Russian military advance into the Ukraine? What does a China economic slowdown mean for developed
markets?

Buffett has a neat way of parrying these questions from journalists and analysts. Instead of offering instant
opinions about the crisis-of-the-day, he recounts a folksy story about a farm he has owned for nearly 30 years.

Has he laid awake at night worrying about fluctuations in the farm's market price? No, says Buffett, he has
focused on its long-term value. And he counsels investors to take the same sanguine, relaxed approach to liquid
investments such as shares as they do to the value of their family home.

"Those people who can sit quietly for decades when they own a farm or apartment house too often become
frenetic when they are exposed to a stream of stock quotations," Buffett said. "For these investors, liquidity is
transformed from the unqualified benefit it should be to a curse."

While many individuals seek to ape Buffett in analysing individual companies in minute detail in the hope of
finding a bargain, he advocates that the right approach for most people is to let the market do all the work and
worrying for them.

"The goal of the non-professional should not be to pick winners," Buffett wrote in his annual letter. "The 'know-
nothing' investor who both diversifies and keeps his costs minimal is virtually certain to get satisfactory results."

As to all the predictions out there about interest rates, emerging markets or geopolitics, there will always be a
range of opinions, he says. But we are under no obligation to listen to the media commentators, however
distracting.

"Owners of stocks…too often let the capricious and irrational behavior of their fellow owners cause them to
behave irrationally," Buffett says. "Because there is so much chatter about markets, the economy, interest rates,



price behavior of stocks, etc., some investors believe it is important to listen to pundits -- and, worse yet,
important to consider acting upon their comments."

The Buffett prescription isn't rocket science, as one might expect from an octogenarian, unassuming and plain-
speaking man from Nebraska. But he rightly points out that an advanced intellect and success in long-term
investment don't necessarily go together.

"You don't need to be a rocket scientist," he says. "Investing is not a game where the guy with the 160 IQ beats
the guy with 130 IQ."

1. 'Buffet Warns of Liquidity Curse', Bloomberg, Feb 25, 2014

I 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.

Dr Baden Rumble
Editor
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That Bit Extra…
Encouraging Signs for Humankind and the Market.

India’s Path From Poverty To Empowerment

India has made encouraging progress by halving its official poverty rate, from 45 percent of the population in
1994 to 22 percent in 2012. This is an achievement to be celebrated—yet it also gives the nation an opportunity
to set higher aspirations. While the official poverty line counts only those living in the most abject conditions, even
a cursory scan of India’s human-development indicators suggests more widespread deprivation. Above and
beyond the goal of eradicating extreme poverty, India can address these issues and create a new national vision
for helping more than half a billion people attain a more economically empowered life.

To realize this vision, policy makers need a more comprehensive benchmark to measure gaps that must be
closed and inform the allocation of resources. To this end, the McKinsey Global Institute (MGI) has created the
Empowerment Line, an analytical framework that determines the level of consumption required to fulfill eight
basic needs—food, energy, housing, drinking water, sanitation, health care, education, and social security—at a
level sufficient to achieve a decent standard of living rather than bare subsistence.

In applying this metric to India, we found that in 2012, 56 percent of the population lacked the means to meet
essential needs. By this measure, some 680 million Indians experienced deprivation, more than 2.5 times the
population of 270 million below the official poverty line. Hundreds of millions have exited extreme poverty but
continue to struggle for a modicum of dignity, comfort, and security. The Empowerment Gap, or the additional
consumption required to bring these 680 million people to the level of the Empowerment Line, is seven times
higher than the cost of eliminating poverty as defined by the official poverty line.

It involves four key priorities:

 Accelerating job creation. India needs to add 115 million new nonfarm jobs over the next decade.
 Raising farm productivity.
 Increasing public spending on basic services.
 Making basic services more effective.



World Poverty Rates 1970 - 2006

Market Capitalisation 2013 2012

World $50.8 trillion $36.1 Trillion

Country % %

USA 49% 46%

UK 8% 7%

Japan 8% 7%

Australia 3% 3%

China 2% 2%

India 1% 1%

Russia 1% 1%

Brazil 2% 2%

Italy 1% 1%

China and India are tiny at the moment but will move up the ladder over the next few years.

Apple’s market capitalisation is $561Billion or 1%, actually BIGGER than India’s or Russia’s share market. Maybe it’s
because they pay so little tax, at least in Australia!!

Shiva, the dancer and the invincible destroyer, (of reputations at the NGA).  No shortage of Shiva sculpture in India


