
Why the Australian dollar is going to 40 cents



Disclaimer: 

The information provided on this presentation is general in nature and 
does not constitute personal financial advice. The information has been 
prepared without taking into account your personal objectives, financial 
situation or needs. Because of this, you should consider the 
appropriateness of the information for your own objectives, financial 
situation and needs before acting on it. Also, before you decide to 
invest in a financial product arranged by a representative of Nucleus 
Wealth Management Pty Ltd, ABN 54 614 386 266, corporate authorised 
representative of Nucleus Advice Pty Ltd AFSL 515796 (Nucleus Wealth 
or we or us), it is important that you read and consider the Product 
Disclosure Statement relating to the product before making any 
decision about whether to invest in it. Your Nucleus Wealth adviser can 
help you with this decision if you would like them to do so.



Agenda: Why the AUD is going to 40 cents

● Fed still hiking, RBA all but done

● China’s bust is structural

● End of cycle shock

● Next cycle: Australia poorly positioned 

1. No AI

2. No reshoring 

3. China’s commodity super-deflation, limited ESG 
commodity exposure

4. Another lost decade on poor policy making 



Fed still hiking, RBA all but done

● Fed chasing AI bubble 
and sticky inflation 
supported by labour 
gap

● Two more hikes at 
least

● RBA all but done on 
fixed-rate reset

● Labour market cooked 







China bust structural

● Property market bust end 
of catch-up growth

● Growth to wind down to 
next-to-nothing

● Iron ore and coking coal 
immense falls ahead

● Thermal coal and LNG 
same as global energy 
normalises





• Fed still has the ‘break something’
• Could be banks, business credit, 
consumer, earnings, AI bubble, 
unknown

• Global recession as Europe and 
China worse still

• Safe haven trade

End of cycle shock





Next cycle: Australia poorly positioned

• No AI: disproductive and capital shallowing owing to quantitative 
peopling.

• No reshoring: no fix for energy costs, no productivity, no tech. 

• China commodities super-deflation, limited ESG commodity exposure.

• Rerun of 2012-20 lost decade with AI job losses making it worse.

• Sticky unemployment, energy shocks and constrained budgets. 

• External adjustment to reflect internal paralysis.



Where to for the aussie dollar?



Investment Outlook

Asset Allocation: 

● AUD down then up then down. Use rallies to get offshore.

● Bonds now, stocks later.

● Avoid China exposed miners, banks OK on disinflation, non-mining 
offshore earners.

● AI deploying quality services firms.
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