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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 itis 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 securitiés 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 fFor individual research or professional tax advice.

Nucleus Wealth does not give any warranty as to the accuracy, reliability or completeness of information whichis
contained in this presentation. Except insofar as liability undér 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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Mid-year housing predictions wrong

e Mid-year we anticipated double digit property losses, driven by Sydney and
Melbourne, based on:

o Collapsing immigration and rising supply;

o Rising unemployment and falling household incomes;

o Unwinding of mortgage repayment holidays and emergency income support;
o Tightening credit availability (despite low mortgage rates); and

o Little prospect of further mortgage rate reductions.

e We were wrong on most counts.
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Economy performed better than expected

e Successful management of COVID-19. Australian Real Final Demand MACRO
Source: Australian Bureau of Statistics BUSINESS
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Households cashed-up

Household Income vs Expenditure MACRD .
. Household Net Savings MACRO
Source: Reserve Bank of Australia BUSINESS
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e Household income boomed on the back of stimulus, whereas consumption has only just begun to rebound following end
of lockdowns.
e Huge ‘war chest’ of savings built up in Q2 and Q3, effectively pent-up stimulus.
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Households cashed-up

e Unprecedented $166 billion of household income
was saved in the year to September 2020, 77% of

which was saved in Q2 and Q3 alone.

e Household consumption historically comprises
55% of growth.
o As pent-up savings (stimulus) is spentin
2021, it will inevitably drive up growth and
property values.

o More than offset unwinding of stimulus.
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Annual Household Net Savings

Source: Australian Bureau of Statistics
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Lighting the mortgage match

Lending Rates

e We wrongly assumed that mortgage rates had % = T %
Variable, outstanding S i
bottomed.
5 5
o RBA's TFF has replaced banks’ wholesale

Variable

funding with cheap 0.1% funding. i outstanding 5

o Cratered mortgage rates, especially fixed. g T

Medium

e We also assumed credit standards would tighten 3 3
due to unemployment concerns: “ et loaNRE
. 2 2
o Late September, Coalition announced the Varabla
. . . new loans
axing of responsible lending rules and ; L il g e ;
S b M J B S D M 4 8
declared war on ASIC. 2019 2020 2019 2020
o Green-lit banks to ease lending standards. Sources: APRA; RBA
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Property demand surging

Mortgages vs 5-City Dwelling Price Growth Capital City Auction Clearance Rate vs Price Growth

Sources: ABS; Core Logic
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e Bullish for property prices in 2021.
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Smaller capitals to perform best

« We predict the smaller major markets - Perth, Brisbane and
Adelaide - to experience the strongest growth.

o These markets are less reliant on immigration and were already
relatively affordable.

« Sydney and Melbourne to experience softer, but still solid, growth.
o Oversupply and affordability bigger problems in these markets.
o Melbourne to lag the most.

* Check out MB's Christmas Special Report for full analysis.
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Investment implications

Structural downturn lurking, acute or chronic?

Key positive factors
eGovernment stimulus
eLow probability of US tax hikes

eEarnings very good
elnequality to increase

Other positive factors

eBankruptcies limited

eEvictions limited

eMortgage repayment holidays

e\Wage growth very low

eCapital efficiency

el ow oil prices

eVaccine hope

ePolicy certainty

eStructural change in industries leading to cost efficiencies
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Key negative factors

e\/irus in Northern Hemisphere
e\aluation

el atent bankruptcies

eLow genuine credit growth

Other negative factors

eShort term gap in US economic conditions

elnequality longer-term effects

eEffects gradually rolling off

eStructural change in industries leading to weak demand
oCycle

eDemand weak

eAustralian stimulus badly targeted
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Viewer question of the week

What stands in the way of Australian Property in 20217

Drop your answers in the comments
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Coming up

Nucleus Investment Insights:
Kate Samranvedhya

YouTube.com/NucleusWealth

next
Thursday, 24t December 2020

Join the podcast mailing list to be
notified about future episodes
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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
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