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« Current market update
« COVID and Income
* Looking to the future for income

e |nvestment Outlook
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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 researchor
professional tax advice.

Nucleus Wealth does not give any warranty as to the accuracy, reliability or completeness of
information which is contained in this presentation. Except insofar as liability under any
statute cannot be excluded, Nucleus Wealth and its directors, employees and consultants do
not accept an%( liability For any error or omission in this presentation or for any 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.



Markets update:

S&P 500 Index
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COVID and Yield:

Government stimulus has pushed asset prices, not necessarily income?
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COVID and Yield:

Government stimulus has pushed asset prices, not necessarily income?

Dividend Yield Market-cap weighted Dividend Yield for the Australian stock market
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The risk/return trade off:

The Efficient Risk Frontier: Risk vs Return

Return %

Real retum = 0%

Risk % (Standard Deviation)
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A review of traditional income sources:

 Term Deposits

* Government Bonds
* Corporate Bonds

* Hybrids / Real Estate Investment Trusts
* Equity dividends
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A review of traditional income sources:
Term Deposits
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A review of traditional income sources:
Government Bonds

Australian Interest Rates 10-year Government Bond Yields
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The future of yield - Government Bonds for Yield:
Pennies in front of a steamroller?

« Potentially big downside risks, limited upside.
« Speed of adjustment is key
« 10 year bonds are a trading strategy, not an investment

 Traders take risks on bonds, investors get certainty

/\ Tim Fuller
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The future of yield - Government Bonds for Yield:
Inflation risks and opportunities

* Inflation is the key
* Inflation linked bonds are a hedge

« Duration leads to a greater impact
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A review of traditional income sources:
Corporate Bonds

Australian Non-financial Corporate Bond Yields

US Corporate Bond Yields
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The future of yield - Reaching for corporate bond yields
Uncertainty never been higher

« How long will rules be suspended for?
« Spreads

* Fixed vs Floating

 Credit rating

 Duration

« Government backing
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A review of traditional income sources:

Hybrids & REITs
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Chart 1— AREITS Earnings Yields Compared to Bond Yields
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A review of traditional income sources:

Equity dividends

Australian equity traditionally known for %
terrific dividends (pay out ratio’s) vs. overseas

counterparts.

Share buy backs and internal investment of

profits more common internationally.
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Figure 4: Dividend Payout Ratios

%
i
Australia'® i
. i |80
. i
hooa Al Ly
L
RN AY
Iy 1 "‘ l| ‘,'l
i U 60
l't 1. i
/ /
/
'] M }'\\-"rIr
I
i 40
*J'
| | 1 1 1 1 | | 20
1940 1950 1960 1970 1980 1990 2000 2010 2020



https://nucleuswealth.com/subscribe

A review of traditional income sources:
Australian dividend yields have actually been stable over the last 15 years

Dividend Yield Market-cap weighted Dividend Yield for the Australian stock market
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A review of traditional income sources:
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A review of traditional income sources:

Equity dividends

Historic Dividend Risk Levels Across Sectors
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The Future of yield - Stocks for Yield:

Sector Diversification

Sector Correlations, 1999-2018

Cons Cons lealth .
- Energy | Financials o Industrials JEGRESM Materizls (Real Estate| Utilities
Disc Staples Care

A

nfo. Tech 075 0.69 0.3 0.38 0.51 047 045

Materials 0.64 074 052 0.69 070 0.50 0.86

Raal Estate 0.52 0.48 0.51 040 066 0.50 0.&9

w.iﬂ 028 0.45 0.45 0.34 040 0.39

Source: Fidelity Investments, as of 12/31/2018. U5 equity market is represented by the top 3,000 U.5. stocks as measured by market capitalization and sectors

re defined by the GICS. Correlation coefficient is the interdependence of two random variables that range in value from -1 to +1, indicating perfect negative
ation at -1, absence of correlation at 0, and perfect positive correlation at +1.

ﬂ Tim Fuller
' https://nucleuswealth.com/subscribe Damien Klassen

NUCle us Join the podcast mailing list to be Angela Ashton

Wealth notified about future episodes Shelley George



https://nucleuswealth.com/subscribe

The Future of yield - Stocks:

Other forms of diversification
« COVID /non COVID

* Interest rate sensitive / insensitive
 Cyclical / Non-Cyclical
« Growth / Value

e Business Type

e Country
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The future of yield - Targeting growth for harvest:

Now the fun begins!

e More growth assets (equity) may need to be included
e Need higher levels of portfolio management than in the past
e Growth based income can come with tax advantages

e When all else Fails - eating into capital may be the last resort or its cat

food sandwiches.
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Investment Outlook

e Budget: Supply side response to a demand side problem
e Tax cuts in Australia, tax hikes in the US
e Bond rates in the belly of the curve — may extend out later

e 3Qreporting season over next few weeks — extremely important read
into outlook
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Viewer question of the week:

Drop your answers in the comments
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Coming up: Double-header

Wednesday 4th November Thursday 5" November
LIVE 12:30 AEDT LIVE 12:30 AEDT

Election special David Morgan
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