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Disclaimer

This presentation has been prepared by Nucleus Wealth and is for general
information only.

Every effort has been made to ensure that it is accurate, however it is not
intended to be a complete description of the matters described. The
presentation has been prepared without taking into account any personal
objectives, financial situation or needs. It does not contain and is not to be
taken as containing any securities advice or securities recommendation.
Furthermore, it is not intended that it be relied on by recipients for the
purpose of making investment decisions and is not a replacement of the
requirement for individual research or professional tax advice.

Nucleus Wealth does not give any warranty as to the accuracy, reliability or
comFleteness of information which is contained in thiscf)resentation. Except
insofar as liability under any statute cannot be excluded, Nucleus Wealth and
its directors, employees and consultants do not accept any liability for any
error or omission in this presentation or for alB' resulting loss or damage
suffered by the recipient or any other person. Unless otherwise noted, Nucleus
Wealth is the source of all charts; and all performance figures are calculated
using exit to exit prices and assume reinvestment of income, take into account
all fees and charges but exclude the entry fee.

It is important to note that past performance is not a reliable indicator of
future performance. This document was accompanied by an oral presentation,
and is not a complete record of the discussion held. No part of this
presentation should be used elsewhere without prior consent from the author.
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1.Quant Recap
2.MSCI Value
3.Nucleus Value

4. \Where Value works / doesn'’t

work
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Introduction

« Mathematical models to help

generate performance

* They don't always work, but they
usually do
* This Is an implicit assumption

about non-reversion
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Number 1 question

Are you selling insurance to the

rest of the market?
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Implicit Assumption

* MOomentum: no mean reversion
* Low Vol: no mean reversion
 Growth: no mean reversion

* Value: mean reversion

* Quality: no mean reversion
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MSCI World Value Index has outperformed MSCI World in 72% of rolling 5-year periods.
Exhibit 2. Annualized 5-year rolling performance of MSCI World Value Index vs. MSCI World Index
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MSCI World Index Return (Last 5 Years, Annualized)

Note: 5-year cumulative returns represent the rolling compounded gross USD performance of the MSCI World Value Index and MSCI World Index,
from January 1975 to January 2018. Source: MSCI, FactSet
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MSCI Value Index
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MSCI Definition

 Classify every company as either value or
growth

 Value: Book to Price, Forward Earnings to
Price, Dividend Yield

« Growth: Forward EPS long term, Forward
EPS short term, current growth, long term
historical growth trend, long term sales per
share growth trend
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Return on Equity
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Return on Equity
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Cashflow

Rellance on Book Value
N0 cashflow measures

*Different accounting

standards
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« Forward long term EPS is bad measure

 Per share data should be adjusted for

buybacks

Issues
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* An excellent way to ignore erroneous

data

Winsorising
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Definition

* Earnings
» Cashflow
* Deep Value

 Shareholder returns
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Time Frames

* Long term value: Inflation adjusted earnings
| cashflow over 5-10 years — identifying
cyclical industries and companies

e Current value: What are the latest accounts
telling us

« Potential value: How much hinges on
forecast earnings
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Universes

* Global value: comparing every company

* Industry value: comparing with companies in the same
sector — are there features of the Industry that are
Inappropriate to compare

« Country value: comparing with companies in the same
country — are there country factors at play

« Business Model value: Service companies have much
lower depreciation rates than manufacturers — are
there business model factors that are affecting results
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Portal View

Quality/Value Scattergrame
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Portal View

Value @

Value vs Industry
Deep Value
Value vs Market

Value vs History

o

o

-]

Warst

n
|
=S

h
(]
&

Tim Fuller
Damien Klassen

Best




Value
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Pitfalls

* Return disaggregation
* Overfitting
 Self serving bias

 Beware reversals
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Sectors

e Resources
e Utilities
 FInancials

* Manufacturing vs Services
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* |t Is a tool — not a religion

* Needs to change with

accounting standards

*Don't lose sight of what you

are trying to do
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Investing
with Nucleus
Wealth
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Investing
with Nucleus
Wealth

VICES

ANIMAL
RIGHTS
\-_J .

RELIGION

No Fast Food
No GMO Foods

No Gambiing
No Alcohol
No Pornography

No Tobacco

No Animal Testing (Broad)

No Animal Testing (High
impact

No Contracepftion

Only Sharia / Islamic

CLIMATE
CHANGE
No Fossil Fuels (Broad)

l No Fossil Fuels (CSG)

No Nuclear

No Fossil Fuels (High Impact)

No Loggers - OGF

WAR No Arms (High Impact)
No Arms (Broad)
HUMAN No Immigration Detention
RIGHTS

No Jaiis

Nu‘ le u MacroBusiness Fund
powered by Nurl(‘u? Wealth




« Complete investment solution

19 individual ethical screens

« EXperienced investment managers
« Completely transparent

Investing

with Nucleus

\Wealth * Lower fees as we get rid of the
multiple layers of middle-men
between you and your money

 Tax effective
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portal.nucleuswealth.com

NUCLEUS WEALTH

Invest With Us Client Portal

Accounts ~  New Account Creation  Seek Advice Logout John Citizen & Jill Citizen - Joint Account

Current Balance $258,091

Your Holdings Summary [ 2 I TR ——

Cash Govt. Bonds Australian Shares International Shares

Your Assets Summary

Inbemational Shares

Additional Assets @ v

Portfolio Detail
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Nucleus Wealth is now on iTunes and Podcasts!

Bit.ly/Nucleusinsights
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podcastaddict
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Podcast Available on

@& iTunes
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your investment goals in focus.
1300 623 863
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