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Investment Strategy

What to
invest in?

= Strategic asset
allocation

How much
extra risk?

= How much extra
risk and return

G

v

Where to hold
investments?

= Structuring and tax

How to
Implement?

= Bringing strategy into
existence



Target SAA (Strategic Asset Allocation)

SAA

Alt Assets

20%

Fixed Income
& Cash

Real Estate XN Global
shares

25% Aus shares
15%

Example SAA only
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US shares

Global shares

Aus shares
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Fixed Income

Cash




Target SAA (Strategic Asset Allocation)

SAA

[- Target return & Risk level

Alt Assets = Diversification
20%

) = Expected asset class returns
Fixed Income

& Cash

< = |nvestment themes

|
Real Estate 5% Global TaX Strategy

I EIS .
25% Aus shares " [ncome reqwrement

15%

\' Liquidity requirement

Example SAA only



Scenarios

Interest rates
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Investments

SHARE CERTIFICATE

N
| //\
- e,
) v \,’}/




More important
for property

Bank spread . 2.0%

1.0% ST Real IR
2.5% Realized
inflation

More important
for shares

Market Risk
4.5% Premium
LT Real IR 2.5%
Expected 2.5%
inflation

Central bank rates
Overnight
Short term

Treasury bond yields
30 years
Long term



US Core CPI

Core CPI
Target CPI
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Fed Funds Rate Vs US Core CPI

Fed Funds Rate
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Fed Funds Rate minus US Core CPI

US Short Term Real Interest Rates

Pre-GFC
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Australian Cash Rate Target
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Australian Cash Rate and 90-day Bill Yield
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More important

for property

Bank spread 2.0%
1.0% ST Real IR
2.5% Realized
inflation

More important
for shares

Market Risk
4.5% Premium
LT Real IR 2.5%
Expected 2.5%
inflation

Central bank rates
Overnight
Short term

Treasury bond yields
30 years
Long term



Borrow S3 for every S1 invested (75% LVR)

Balance Sheet

Asset  Funding

Expected return 7.0%

3.5% Expected real growth
Capital gain

2.5%
\EIREIoM 1.0% 1.0% N




Borrow S7 for every S3 invested (70% LVR)

Balance Sheet

Asset  Funding

Expected return 7.0%

Capital gain BEHUZN x 4

Net yield NN x 4




Borrow S7 for every S3 invested (70% LVR)

Balance Sheet Expected return 23.3%

Asset  Funding

Capital gain =6% x 4

Net yield =1% x 4




Borrow S7 for every S3 invested (70% LVR)

Balance Sheet

Asset  Funding

oZTol |- 1N 24.0%

Net yield

Loan interest =3 x55%




Borrow S7 for every S3 invested (70% LVR)

Balance Sheet

Asset  Funding Expected

real growth

14.0%

Capital gain PZHE

Net yield

Loan interest




Borrow $7 for every S3 invested (70% LVR)

Balance Sheet

NG )

Asset  Funding

14.0%

Delayed 11.9% Explectevc\j,th
CoT real gro

15.0%

Capital gain PZHE

Net yield

ST Real IR

Loan interest




Finance Education for Investors

Next course: 7 May
100% On-demand

* 10 weekly 2 hour classes

* Live Q&A sessions

* Supplementary videos to go
deeper

Windlestone.com.au
to enrol and more
information

Empowerment and Better
investment outcomes

Investment process,
knowledge and a guided self-
examination of your investing

$1600 + GST per household

Everything you need

* Videos and supporting materials online in
a learning management system

* 10 Step workbook

» 250 pages of notes and cases studies

* One-on-one discussion with Dr Sam Wylie

Windlestone




More important
for property

Bank spread . 2.0%

1.0% ST Real IR
2.5% Realized
inflation

More important
for shares

Market Risk
4.5% Premium
LT Real IR 2.5%
Expected 2.5%
inflation

Central bank rates
Overnight
Short term

Treasury bond yields
30 years
Long term
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30 year US Treasury Bond Yields
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30 year US Treasury Bond Yields

30 yr Treasury bond yield
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US 30 year real interest rates

30 yr Treasury bond yield

inflation
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Long Term Real Interest Rates

Post-COVID

US Long Term Real Interest Rates

PrE-COVID ﬁq

2011 2012 2013 2014 2015

Source: Federal Reserve Bank of St. Louis



More important
for property

Bank spread . 2.0%

1.0% ST Real IR
2.5% Realized
inflation

More important

for shares

Market Risk

4.5% Premium

LT Real IR

Expected
inflation

Central bank rates
Overnight
Short term

Treasury bond yields
30 years
Long term



Cash flows & required return imply Price

Price
A
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(" 1. Estimate expected cashflows Quantity
Price < 2. Estimate required (expected) return Required return
<k Asset
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Price v Expected return

Price

A

Once the cash flows from
the investment are fixed

5 years

30 years

0%

' ' > Required
10% 20% return
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Long Term Real Interest Rates

Post-COVID

US Long Term Real Interest Rates

PrE-COVID ﬁq

2011 2012 2013 2014 2015

Source: Federal Reserve Bank of St. Louis



Scenarios Investments

Real IRs Property Shares
ST LT Growth Yield us Aus
Low Low vv v vv v
Low High | & & Vg X X ) 4
High | High | % % X XX X




Will inflation fall quickly? Markets say yes, Economists say no

Core Inflation

Persists
Low productivity

Falls quickly
Slowing global growth

Government spending

Slowing Aus growth
$A higher

Low consumer confidence

Rising wages

High energy prices

34



Will deflationary forces return and dominate

Deflationary forces recede

« Demographics — power may
shift to developed country
workers putting upward
pressure on wages

Deflationary forces strong
* Demographics: Ageing
accelerated by Covid

 Tech advances — remote work
will bring more workers into the

global economy * Globalisation has slowed and

may reverse

35
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Dividing the Value Created by Al

Net exports
/I P

Government

Profit



Division of Pie Size of Pie
~ Net exports

Net exports
/— P

Government

Profit



§ CORPORATE PROFIT MARGINS IN GDP i
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Labour and Profit Share of Income*

Including mining Excluding mining**
Labour
2005 2015 2025 2005 2015 2025

*  Shares do not sum to 100 per cent due to the exclusion of gross mixed

income, and the gross operating surplus of public corporations, financial
corporations, general government and dwellings.

Excluding mining sector profits and mining sector labour income.
Sources: ABS: RBA.
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ratio

Housing Prices and Household Debt*

Ratio to household disposable income

Housing prices

Household debt

2005

2025

2005

2025

ratio

2.0

1.6

1.2

0.8

0.4



Scenarios Investments
Factors Property Shares
Employment  Profits Growth Yield US Aus
Low High > 4 XX |V v
Low Low X | xx | X% | %
High High v v (vVV v
High Low
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Finance Education for Investors

Next course: 7 May
100% On-demand

* 10 weekly 2 hour classes

* Live Q&A sessions

* Supplementary videos to go
deeper

Windlestone.com.au
to enrol and more
information

Empowerment and Better
investment outcomes

Investment process,
knowledge and a guided self-
examination of your investing

$1600 + GST per household

Everything you need

* Videos and supporting materials online in
a learning management system

* 10 Step workbook

» 250 pages of notes and cases studies

* One-on-one discussion with Dr Sam Wylie

Windlestone
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