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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 fiFures 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.



Credit for Everyone:
| made a mistake

Made a calculator to illustrate property in purgatory :
1. if economy improved, interest rates increased then higher rates would
cap property prices,
2. if the economy didn’t improve, then weak growth and already low

interest rates would see property prices fall
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Credit for everyone:
Mechanism is already working

e Mechanism is here: TFF

* Japan, Germany, France

TLTRO

 Banks are already being paid to lend
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Credit for everyone:
Mechanism is already working

Graph 8
Major Banks’ Wholesale Debt Costs*
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Wholesale Funding of Banks in Australia
Amounts outstanding
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Credit for everyone:
Not good for banks

MSCL World up

o 50% over 5 years
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Credit for everyone:
Australia has already played the debt card

Household debt, loans and debt securities (Percent of GDP)

IMF DataMapper

150
Auskralians already have
twice as much debk as most
of the Eurozone or Japan
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©IMF, 2020, Source: Global Debt (December 2019)
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Unemployment Sky high

Ongoing headwind for property and economy

Roy Morgan Unemployment & Under-employment (2019-2020)

ABS’ official unemployment

rate understated due to: *
* JobKeeper 25 -
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Fiscal cliff looms large

Jobkeeper and JobSeeker unwound this month:
A fiscal cliff still looms in October, even though the fall has been cushioned a

* JobKeeper reduced from $1500 to $1200 (S750 part-time) te
* JobSeeker reduced from $1100 to $S815 o
JobTrainer

Grattan estimates tapering will reduce income support from $18
billion a month (10.7% of monthly GDP) to $3 billion a month W e
(1.9% of GDP) for the six months beyond. JobKeeper

Loan repayment holidays to also be wound back:

Deferred loans Total loans Deferred loans, share of total loans
Total $229 billion $2.7 trillion 8.5%
Housing 160 billion 1.8 trillion 9 0% Jan Feb Mar Apr May Jun Ju Aug Sep O Nov Dec Jan Feb Mar Apr May Jun
2020 2021
Motes Arounts reflect payment JobKooger from late March 2020 o tete March 2021 bad s pad in areers. 2
SME $53 billion $325 billion 16.2% Source mmdpnm.:iummx o

Early super release ends in December
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Mass immigration caput
Slowest in a century

Figure 28: Australian Government now indicates there
will likely be ~no migration in both FY21 and FY22,
leading to the weakest population growth in a ~century
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Figure 29: With no migration, our model shows

underlying demand for housing will collapse in coming
years, a clear negative muting material policy stimulus
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Property Price Forces:
Showdown between credit and unemployment

The bust only needed

The boom had credit £0 pull back
eve@?;a:lgkgomg Effect‘&n Sydney / Melbourne House Prices
The Boom The Bust Pre-COVID Post-COVID
2012-2017 2018 2019-2020 2020+
Demand Factors \
Credit Availability AAA @ AV “
Price of Credit AA - -
Employment A A A .
Population Growth AA A A pPose-COVID is
Foreign Buyers AA v v going £o be a
Tax Incentives A - - AA bactle royale.
Money Laundering AA A A A
Supply Factors
Restrictive Planning A & A A
Under/over supply A v v vYy
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Showdown between credit and unemployment
Perth gives an indication

Perth House Prices and WA Employment

150
140 Easy credit and Ffalling
unemployment rate = big price
increases in Sydney and Melbourne
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Housing market already turning?
Shift in momentum led by smaller capitals

Smaller capitals recording price growth.
Falls slowing in Sydney.

e Strong rebound in auction clearances.

Melbourne remains key drag.

Sydney and Melbourne will remain
weighed down by collapsing immigration
and supply glut, but price growth likely
elsewhere.
Possibility of rising property prices
nationally in 2021

* Eased lending standards

* Lower mortgage rates

|
/\ https://nucleuswealth.com/subscribe

NUCle us Join the podcast mailing list to be notified

Wealth . about future episodes

Quarterly Change

7% A

6%
5%
4%
3%
2%
1%

0% s
-1% 8
-2%
-3%
-4%
-5%

Corelogic Capital City Dwelling Price Growth MACRO
Source: Corelogic BUSINESS

daggdadyeadngddigalagRiehenheaiygealeongsg
BEAfSB3REG8ABBRAAREARREA0CBAG RARRERYGER
RN RN E R R EEE R LR RS E R ERE R R R R
m— hational — =—©Sydney Melbourne Brisbane Adelaide Perth

www.macrobusiness.com.au \\y '

David Llewellyn-Smith
Tim Fuller
Damien Klassen



https://nucleuswealth.com/subscribe

Investment Outlook
Caution

* Cautious outlook. International and bonds still generating value

* Low return environment, but volatile

* Need to be more active than in the past
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Viewer question of the week:

Is easy credit the only answer to stop falls in Australian property?

Drop your answers in the comments
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More from Nucleus Wealth:

Content: Nucleuswealth.com/content

Have a guest or topic suggestion for the show?
Leave a comment on YouTube

Social media:

n Facebook.com/nucleuswealth

m Linkedin.com/company/nucleuswealth

Find us on all major (and minor) podcast platforms:
Instagram.com/nucleus wealth
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