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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 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 any 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.
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The budget numbers and policies:
Big deficits, small impact

• $214bn deficit halved in 2021/22 so actually 
austerity

• Policies (see table)
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The budget numbers and policies:
Big deficits, small impact

• JobKeeper smash• Majority of 20/21 already spent • JobSeeker smash
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Economic impact:
Demand deficit!

• Budget does little directly addressing demand deficit 
with risks it will make it a lot worse:

1. Fiscal cliff and rising unemployment
2. Mass immigration crash
3. No immediate income boost
4. Paradox of thrift, stagnant and falling property plus 

deleveraging
5. Oversupply in everything meaning business to 

sweat existing assets and use investment incentives 
to reduce headcount

6. JobMaker likewise
7. Depreciation a risk free rate discount but cash at 

near zero
8. Hurdle rates
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Markets impact:
Aussie, Aussie, Aussie!

• Leaves demand entirely to the RBA
• Easing to include rate cut, more QE, perhaps state bonds for demand
• Bizarro raft of broker GDP upgrades may slow even more but it will come
• Bond bull, budget likely to miss all targets
• House prices to lift in peripheral capitals but not SE so not much wealth 

effect
• Australian banks to turn Japanese as margins eaten away
• Australia stocks to suffer from weak demand
• Australian dollar should weaken on these settings but timing will be 

impacted by global factors.
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Political impacts
Ideology revives Labor

• Supply-side budget without precedent
• Not Keyensian. Not even Austrian. Whacko trickle-down gamble 
• Weak recovery, especially wages, deals Labour into 2021/22 

election
• Sets up possible major reversal of budget policies a’la Abbott 

2014
• Morrison said would do more of the same!
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Investment Outlook

• Budget: Supply side response to a demand side problem

• Tax cuts in Australia, tax hikes in the US

• Bond rates in the belly of the curve – may extend out later

• 3Q reporting 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

Do you think this budget is setting Australia up for long term success?
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Coming up

this 
Thursday 15th October

Nucleus Investment Insights : Steve Keen
Nucleus Wealth Live Webinar page
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