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INFLATION: MIRAGE
OR OASIS?
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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 contalnlnﬁ any securities advice or
securities recommendation. Furthermore, it is not intended that it be relied on b
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
c.om_?.leteness 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 llabllll'?( For any error or omission in this
presentation or For any resulting loss or dama%e 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 gast 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.



Inflation Factors: Returning to Trend

A low inflation economy that ... looks a lot like a high
returns to trend... inflation economy For one year.
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Inflation Factors: Commodity Prices

Dow Jones Commodity Index

Commadiey prices
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Inflation Factors: Supply disruptions

Box of Pain Chart 3: Manufacturing PMI: Suppliers’ Delivery Times
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Inflation Factors: Cyclical

Changes in consumption Following COVID
Inventory cycle rebuild

Government stimulus

Lower US dollar
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Inflation Factors: Structural

Onshoring in strategic goods
MMT and Fight against inequality
US minimum wage rises

Chinese deglobalisation

Ongoing virus disruptions
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Deflation Factors: Wages

Wage Price Index Forecasts*
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Deflation Factors: China

China broad credit (TSF including bonds) MACRO
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Deflation Factors: Expectations
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In Australia, consumer
inflakion expeckations have
been muked for a long Lime.
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Deflation Factors: Expectations

FRED M"r = 5-Year, 5-Year Forward Inflation Expectation Rate
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0.0
2004 2006 2008 2010 2012 2014 2015 2018 2020
Lot S VS
Source: Federal Reserve Bank of 5t. Louis fred.stlouisfed.org

H Facebook.com/nucleuswealth

m Linkedin.com/company/nucleuswealth D,aVid Llewellyn-Smith
NUCleus Tim Fuller
Wealth Instagram.com/nucleus wealth Damien Klassen

u Twitter.com/nucleuswealth


https://www.facebook.com/NucleusWealth/
http://linkedin.com/company/nucleuswealth
http://instagram.com/nucleus_wealth
http://twitter.com/nucleuswealth

Deflation Factors: Other

 Technology

 Unwind of commodity speculation
e Zombie hangover

e Flat supply curve

e High levels of debt

* Inequality

e US outperformance
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How to invest

* Bonds

» Value / Growth
« EXceptions

« AUD
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Investment Outlook

Structural downturn lurking, acute or chronic?

Key positive factors

eGovernment stimulus

e ow 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

eLow oil prices

eVaccine hope

ePolicy certainty

e Structural change in industries leading to cost efficiencies
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Key negative factors

eVirus in Northern Hemisphere
eValuation

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

e Structural change in industries leading to weak demand
eCycle

eDemand weak

e Australian stimulus badly targeted

David Llewellyn-Smith
Tim Fuller
Damien Klassen




Viewer question of the week:

What is the biggest risk to a bull market in 20217?

Drop your answers in the comments
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More from Nucleus Wealth:

Content:
Nucleuswealth.com/content

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

Social media:

n Facebook.com/nucleuswealth

. . . m Linkedin.com/company/nucleuswea
Find us on all major (and minor) podcast platforms:

Instagram.com/nucleus wealth
LISTen on
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