PPl CRASH: UNVEILING
INFLATION'S FUTURE OR
~ CORPORATE GOUGING?




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:

What is the Producer Price Index

Divergence or lag

Two options: good for margins, terrible for margins
Reporting season



Divergence or lag:

Year-over-year change in select U.S. price indexes

Monthly; July 2019 to June 2023

— Consumer Price Index — Producer Price Index
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Data: FactSet; Chart: Axios Visuals



Divergence or lag:
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Broad based and pervasive:
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Core vs CPI:
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Not just energy (US PPI):

'ProducerPrice Index | 14.0%
Year-Over-Year % Change, Seas. Ad). 08
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Even services are coming off:

259023 Japan Services PPl YoY

Survey: 1.5%
Actual (Jun): 1.2%
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Choose themes to screen from your portfolio away from (i.e. remove stocks)

Climate Change War Human Rights Health
& / é )
Vices Animal Rights Religion Asset Class
Thematic

[

No Fossil Fuels (Worst Offenders) ®
No Fossil Fuels (Any) ®
No Coal Seam Gas or Fracking ®
No Nuclear Power @

No Old Growth Forest Logging ®



Is the rest of the world lagging China?:

— China PPI for manufactured goods, y/y% (Left)
- U.S. PPl goods ex-food and energy, y/y% (Right)
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China stimulus = damp squib so far:

China's producer price index
Changes, year-on-year
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China PPI - broad based declines:

Month (%)

I

l. Producer Price Indexes
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Is the downturn over (Philly Fed Manufacturing):

Chart 1. Current and Future General Activity Indexes
January 2009 to July 2023
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Note: The diffusion index is computed as the percentage of respondents indicating an increase
minus the percentage indicating a decrease; the data are seasonally adjusted.



Maybe the glass is half full (Philly Fed diverges):

Chart 2. Current Prices Paid and Prices Received Indexes
January 2009 to July 2023
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Note: The diffusion index is computed as the percentage of respondents indicating an increase
minus the percentage indicating a decrease; the data are seasonally adjusted.
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* Average of prices paid Dallas, Kansas City, New York, Philly, and Richmond. Richmond prices are not diffusion indexes, but rather average annualized

inflation rates. They are mulitplied by 10 1n this chart for casier comparisons to other regional diffusion indexes.
** Average of prices received Dallas, Kansas City, New York, Philly, and Richmond.
Note: Shaded arcas are recessions according to the National Bureau of Economic Research,
Source: Survey of business conditions conducted regionally by Federal Reserve Banks of Dallas, Kansas City, New York, Philadelphia, Richmond.
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Credit Conditions are not friendly:

ISM Manufacturing New Orders
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Personalise Your Portfolio

Screens Tilts
You can exclude the below to customise your portfolio You can add the below to customise your portfolio
Climate Change War Human Rights Health Vices Investment Style Factors Climate Change Technology
Animal Rights Religion Asset Class Thematic Consumption Commodities Military GICS Sectors

L]
L]

No Fossil Fuels (Worst Offenders) & Quality Stocks (@

No Fossil Fuels (Any) ®

Value Stocks ®

No Coal Seam Gas or Fracking @

Growth Stocks @

No Nuclear Power (3

Defensives (®

No Old Growth Forest Logging ®

Personalise your portfolio now >



Build Your Portfolio Need help with this page? @3 Video Tutorial

Portfolio Tilts &

Account Selection

) Quality Stocks & Value Stocks & Growth Stocks (&)
Investment Choice
Risk Profile
= - Oil & Gas Stocks (@ Gold Stocks & Agribusiness &)
Build Your Portfolio
Ethical Overlay
Large Technology Stocks & Cloud Computing Stocks & Robotics/Al &
Review
Applicants
Video Gaming &) Cybersecurity & Clean Energy &
Bank Details
Compliance
Defensives & Battery Supply Chain & Nuclear Power &
Final Review
Defense Contractors (0 Travel & Luxury Goods (@
Logistics @ Global Communication Services & Global Consumer Discretionary @
Global Consumer Staples ) Global Energy @ Global Financials &

Global Health Care & Global Industrials &) Global Information Technology &



Reporting season so far:

S&P 500 OPERATING EARNINGS PER SHARE:
QUARTERLY CONSENSUS FORECASTS 2023
(analysts’ consensus estimates, y/y percent change, weekly)

2023 By Quarter as of 07/27/23
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Viewer question of the week:

Do you think corporates are about to expand margins?

Drop your answers in the comments



Investment Outlook

e Asset Allocation: Bonds, International
e Factor allocation: Quality
e Sector allocation: Staples, Defensive



More from Nucleus Wealth:

Content: Nucleuswealth.com/content

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

Social media:

Facebook.com/nucleuswealth
Linkedin.com/company/nucleuswealth

Instagram.com/nucleus_wealth

Find us on all major (and minor) podcast platforms:

@H 3

Listen on

@380 Listen on ® i
Google —— @ Apple Podcasts 6 SpOtlfy \ Twitter.com/nucleuswealth



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

