
Two Sides Of A Changing World Order

&Žƌ�ƚŚĞ�Į ƌƐƚ�ƟŵĞ�ŝŶ�Ă�ůŽŶŐ�ƟŵĞ͕�ƚŚĞ�ǁ ŽƌůĚ�ƉƌĞƐĞŶƚůǇ�Į ŶĚƐ�ŝƚƐĞůĨ�Ăƚ�Ă�ƌĞ-defin 
-ŝŶŐ�ŝŶŇĞĐƟŽŶ�ƉŽŝŶƚ͘ ��ǆƉĞĚŝƟŽƵƐ�ƐŽůƵƟŽŶƐ�ĂƌĞ�ďĞŝŶŐ�ƐŽƵŐŚƚ�ƚŽ�ŵĂŶǇ�ŵĂůŝŐͲ
ŶĂŶƚ�ĐŽŶĐĞƌŶƐ͕ �ďĞ�ƚŚĞǇ�ŶĂƟŽŶĂů͕�ƉŽůŝƟĐĂů͕�Į ŶĂŶĐŝĂů͕�ĐůŝŵĂƚĞ͕�ŐĞŶĞƌĂƟŽŶĂů�Žƌ�
social. Tribalism takes many forms and each is divisive. Our interest in such
ŵĂƩ ĞƌƐ�ĞǆƚĞŶĚƐ�ŽŶůǇ�ƚŽ�ƚŚĞ�unavoidable adverse impact of conflict on our 
clients’ financial wellbeing. /Ŷǀ ĞƐƟŶŐ�ŵŽŶĞǇ�ĚĞŵĂŶĚƐ�ǁ Ğ�ĐŽŶƐŝĚĞƌ�ƚŚĞŵ ͘

t ŝƚŚ�ƉŽǁ ĞƌĨƵů�ĨŽƌĐĞƐ�ƚƵŐŐŝŶŐ�ŵĂƌŬĞƚƐ�ĞƋƵĂůůǇ�ŝŶ�ďŽƚŚ�ĚŝƌĞĐƟŽŶƐ͕ �ŚƵŵŝůŝƚǇ�
dictates we advise with�ďĂůĂŶĐĞ�ĂŶĚ�ĐĂƵƟŽŶ ͕ �ďƵƚ�ǁ Ğ�ŵƵƐƚ�ƚĂŬĞ�Ă�ƉŽƐŝƟŽŶ͘

Change has been an ongoing theme of ours for many years. We are believ-
ĞƌƐ�ŝŶ�ƚŚĞ�̂ ƚƌĂƵƐƐͬ , Žǁ Ğ�&ŽƵƌƚŚ�dƵƌŶŝŶŐ�ŶĂƌƌĂƟǀ Ğ�ƚŚĂƚ�the current saeculum
will end by the late 2020s�ĂŶĚ�ŵĂŶǇ�ϮϬƚŚ�ĐĞŶƚƵƌǇ�ŝŶƐƟƚƵƟŽŶƐ�ǁ ŝƚŚ�ŝƚ ͘ �

Typically, major changes only occur as a result of major discontent. When
ĞǆŝƐƟŶŐ�ƐǇƐƚĞŵƐ�ĂƌĞ�ŶŽ�ůŽŶŐĞƌ�Į ƚ�ĨŽƌ�ƉƵƌƉŽƐĞ͘�dŚĞ�ŐůŽďĂů�ĚŝƐƚƵƌďĂŶĐĞ�ƚŽ�Ăůů�
life caused by COVID in 2020, has immutably reshaped the 2020s. The
ǁ ŽƌůĚ�ŚĂƐ�ďĞĐĂŵĞ�ŵŽƌĞ�ŝŶƐƵůĂƌ�ĂŶĚ�ĨƌŝĞŶĚƐ�ĂŶĚ�ĨŽĞƐ�ĞĂƐŝĞƌ�ƚŽ�ŝĚĞŶƟĨǇ͘�t Ğ�
Ăůů�ĨĞĞů�Ă�ůŝƩ ůĞ�ĐŚĞĂƚĞĚ�ŽĨ�ůŝĨĞ͕�ƐŽ�how we each see the world, the work-
ƉůĂĐĞ͕�ƉŽůŝƟĐŝĂŶƐ�ĂŶĚ�ŵĂŶǇ�ƐŽĐŝĞƚǇ�ŶŽƌŵƐ�ŝƐ�ďĞŝŶŐ�ƋƵĞƐƟŽŶĞĚ͘ Our expec-
ƚĂƟŽŶƐ�ŽĨ�ŐŽǀ ĞƌŶŵĞŶƚƐ͕ �ďƵƐŝŶĞƐƐĞƐ͕ �ƐĐŚŽŽůƐ͕ �ƚŚĞ�ŵĞĚŝĂ�ĂŶĚ�ŽƚŚĞƌ�ŝŶƐƟƚƵͲ
ƟŽŶƐ�ŚĂǀ Ğ�ĐŚĂŶŐĞĚ�ĂƐ�ƚƌŝďĞƐ�ĚĞŵĂŶĚ�“their fair share“ of today’s global
bounty.

A disorderly world is not conducive to orderly trade or asset pricing. Your
wealth relies on the ongoing confidence in the current global financial sys-
tem, where markets operate under known and predictable rules and risks.
This is the basis of the asset pricing mechanism. The GFC was the last expe-
rience we had of a systemic failure to hurt everyone. Few saw it coming.

The Generational Divide - Boomers v Gen X and Millennials

Increasing wealth disparity is at the core of widespread financial/social dis-
ĐŽŶƚĞŶƚ͘ �ZĞǀ ĞƌƐŝŶŐ�Ă�ůŽŶŐ�ŚĞůĚ�ŶĂƚƵƌĂů�ĞǆƉĞĐƚĂƟŽŶ͕ �Ă�ŐĞŶĞƌĂƟŽŶ�ŝƐ�ďĞŝŶŐ�
set up to enjoy a lower standard of living than the one before it.

dŚĞ�ŐĞŶĞƌĂƟŽŶ�ǁ ŚŽ�ĞŶĚƵƌĞĚ�ƚŚĞ�' ƌĞĂƚ��ĞƉƌĞƐƐŝŽŶ�ĂŶĚ�ĨŽƵŐŚƚ�t t Ϯ�(the
^ŝůĞŶƚ�' ĞŶĞƌĂƟŽŶͿ�ůŝǀ ĞĚ�ŵŽĚĞƐƚůǇ͘�dŚĞǇ�ĚŝĚ�ǁ ŝƚŚŽƵƚ�ƚŽ�ƉƌŽǀ ŝĚĞ�Ă�ďĞƩ Ğƌ�
life for their children, (the
Boomers), just as their WW1
parents did before them.

Although everyone wants a
ďĞƩ Ğƌ�ůŝĨĞ�ĨŽƌ�ƚŚĞŝƌ�ŬŝĚƐ͕
younger people, quite fairly,
see scant evidence of this.
Many generous and largely
unfunded tax, welfare and
health care benefits make it 
appear Boomers were given
ƚŚĞŝƌ�ĐĂŬĞ͕�ĂƌĞ�ĞĂƟŶŐ�ƚŚĞ�
cake and leaving them with
the bill. How did we get here?

Where do we start?

Be Prepared To Be Scared
͞ dǁ Ž�dƌŝďĞƐ͟ �ŝƐ�Ă�ƐŽŶŐ�ďǇ��ƌŝƟƐŚ�ďĂŶĚ�&ƌĂŶŬŝĞ�' ŽĞƐ�dŽ�, ŽůůǇǁ ŽŽĚ͕ �ƌĞůĞĂƐĞĚ�
ŝŶ�ϭϵϴϰ͘ �dŚĞ�ƐŽŶŐ�ǁ ĂƐ�ǁ ƌŝƩ ĞŶ�ĚƵƌŝŶŐ�ƚŚĞ��ŽůĚ�t Ăƌ�ĞƌĂ͕ �Ă�ƟŵĞ�ŽĨ�ŚĞŝŐŚƚͲ
ened tensions between the US and Soviet Union. It serves as a commentary
ŽŶ�ƚŚĞ�ƉŽƚĞŶƟĂů�ĚĞǀ ĂƐƚĂƟŶŐ�ĐŽŶƐĞƋƵĞŶĐĞƐ�ŽĨ�Ă�ŶƵĐůĞĂƌ�ǁ Ăƌ�ďĞƚǁ ĞĞŶ�ƚŚĞƐĞ�
two superpowers.

͞ dǁ Ž�dƌŝďĞƐ͟ �ĂůƐŽ�ĐŽŶƚĂŝŶƐ�ƉŽůŝƟĐĂů�ĂŶĚ�ƐŽĐŝĂů�ŵĞƐƐĂŐĞƐ͕ �ƵƌŐŝŶŐ�ƉĞŽƉůĞ�ƚŽ�
ƌĞũĞĐƚ�ǀ ŝŽůĞŶĐĞ�ĂŶĚ�ƐĞĞŬ�ƉĞĂĐĞ͘�/ƚ�ĐŽŶǀ ĞǇƐ�Ă�ƐĞŶƐĞ�ŽĨ�ĚĞƐƉĞƌĂƟŽŶ�ĂŶĚ�ĐĂůůƐ�
ĨŽƌ�ƵŶŝƚǇ�ŝŶ�ƚŚĞ�ĨĂĐĞ�ŽĨ�Ă�ŐůŽďĂů�ĐƌŝƐŝƐ͘ �dŚĞ�ƐŽŶŐ͛Ɛ�ĐĂƚĐŚǇ�ĂŶĚ�ĞŶĞƌŐĞƟĐ�ĞůĞĐͲ
tronic sound, combined with its thought provoking lyrics, made it a major
hit, reaching the top of the charts in several countries.

K ǀ ĞƌĂůů͕�ƚŚĞ�ůǇƌŝĐ�ƐĞƌǀ ĞƐ�ĂƐ�ďŽƚŚ�Ă�ƌĞŇĞĐƟŽŶ�ŽĨ�ƚŚĞ�ƉŽůŝƟĐĂů�ĐůŝŵĂƚĞ�ŽĨ�ƚŚĞ�
ϭϵϴϬƐ�ĂŶĚ�Ă�ĐĂƵƟŽŶĂƌǇ�ƚĂůĞ�ĂďŽƵƚ�ƚŚĞ�ŶĂƚƵƌĞ�ŽĨ�ŚƵŵĂŶ�ĐŽŶŇŝĐƚƐ͘ �/ƚ�ƌĞŵĂŝŶƐ�
a powerful reminder of the importance of peace, diplomacy and the poten-
ƟĂů�ĐŽŶƐĞƋƵĞŶĐĞƐ�ŽĨ�ĨĂŝůŝŶŐ�ƚŽ�ƌĞƐŽůǀ Ğ�ŝŶƚĞƌŶĂƟŽŶĂů�ĚŝƐƉƵƚĞƐ͘

The “scary” feature of the above synopsis, has nothing to do with its con-
tent (though this will be discussed shortly). It is its authorship. Having input
Ăůů�ƉƌŝŽƌ��ĂŶĂĐŽƌƉ�ŶĞǁ ƐůĞƩ ĞƌƐ�ŝŶƚŽ�Ă�ƐŽŌǁ ĂƌĞ�ƉƌŽŐƌĂŵ�;' Wd-4), the above
ƉŝĞĐĞ�ǁ ĂƐ�͞ĐƌĞĂƚĞĚ͟ �ĞŶƟƌĞůǇ�ďǇ�Ă�ŵĂĐŚŝŶĞ�ďĞŝŶŐ�ŝŶƐƚƌƵĐƚĞĚ�ƚŽ�ĐŽŵƉŽƐĞ�ŝƚ�
ŝŶ�ƚŚĞ�͞ �ĂŶĂĐŽƌƉ�ǁ ƌŝƟŶŐ�ƐƚǇůĞ͟ ͘ �It took 10 seconds, and your writer will
ĐŽŶĐĞĚĞ͕�ŚĞ�ĐŽƵůĚ�ŶŽƚ�ŚĂǀ Ğ�ĚŽŶĞ�Ă�ďĞƩ Ğƌ�ũŽď�ŝŶ�ϭϬ�ŵŝŶƵƚĞƐ͘ �

This is �ƌƟĮ ĐŝĂů�/ŶƚĞůůŝŐĞŶĐĞ�;�/Ϳ,
in this case applied to a quite
simple task. It is capable of do-
ing so much more in nearly all
Į ĞůĚƐ�ŽĨ�ĞŶĚĞĂǀ ŽƵƌ�ƉŽƚĞŶƟĂůůǇ�
making swathes of people and
jobs largely redundant. This
technology is truly frightening.

dŚĞ�ĂďŽǀ Ğ�ŝŵĂŐĞ�ĂŶĚ�ŝƚƐ�ŚĂƵŶƟŶŐ�ƌĞƐĞŵďůĂŶĐĞ�ƚŽ�D ŝĐŚĞůĂŶŐĞůŽΖƐ�̂ ŝƐƟŶĞ�
Chapel fresco known as the “Hand of God”, was created by a computer.

dŚŽƵŐŚ�ĚĞĞƉ��/�ŝƐ�ƐƟůů�ŝŶ�ŝƚƐ�ŝŶĨĂŶĐǇ͕�ŝƚ�ŝƐ�ĂůƌĞĂĚǇ�ƚƌĂŶƐĨŽƌŵŝŶŐ�ƚŚĞ�ǁ ĂǇ�
ŵĂŶǇ�ůĂƌŐĞ�/d͕ �ŵĂƌŬĞƟŶŐ�ĂŶĚ�ƉƌŽĨĞƐƐŝŽŶĂů�ďƵƐŝŶĞƐƐĞƐ�ĐŽůůĞĐƚ͕ �ĐŽůůĂƚĞ�ĂŶĚ�
process data to generate human-ůŝŬĞ�ƐŽůƵƟŽŶƐ�ĂŶĚ�ĐƌĞĂƚĞ�ƉƌŽĚƵĐƚƐ͕ �ƐĞƌͲ
vices, images and content. All with minimum need for human input. AI is
ĚĞƐƟŶĞĚ�ƚŽ�ĚŝƐƌƵƉƚ�ƚŚĞ�ĨƵƚƵƌĞ�ǁ ŽƌŬƉůĂĐĞ͕�Ğǀ ĞŶ�ŵŽƌĞ�ƚŚĂŶ�ƚŚĞ�ŝŶƚĞƌŶĞƚ�ĚŝĚ͘ �

US based OpenAI (ChatGPT) and Nvidia are the front runners in this space
ǁ ŚŝůĞ�D ŝĐƌŽƐŽŌ�ŝƐ�ĞŵďĞĚĚŝŶŐ��/�ĨĞĂƚƵƌĞƐ�ŝŶƚŽ�ŝƚƐ��ŝŶŐ�ƐĞĂƌĐŚ�ĞŶŐŝŶĞ�ĂŝŵŝŶŐ�
to de-throne Google. AI has set the US Nasdaq alight, at least for now.

Though we have only scratched the surface of emerging AI trends, we in-
vite all readers to consider how AI is already an unseen part of our daily
ůŝǀ ĞƐ͘ �&Žƌ�ĞǆĂŵƉůĞ͕�ŝĨ�ǇŽƵ�ŽƉĞŶ�ǇŽƵƌ�ƉŚŽŶĞ�ǁ ŝƚŚ�ĨĂĐŝĂů�ƌĞĐŽŐŶŝƟŽŶ͕ �ŐĞƚ�
ƐŚŽƉƉŝŶŐ�ƐƵŐŐĞƐƟŽŶƐͬ ƉŽƉ-ƵƉƐ�ĂŌĞƌ�ǇŽƵ�' ŽŽŐůĞ�ƐĞĂƌĐŚ�ƐŽŵĞƚŚŝŶŐ�Žƌ�̂ ŝƌŝ�
ŚĞĂƌƐ�ǇŽƵ͕ �ƵƐĞ�>ŝǀ Ğ��ŚĂƚ�Žƌ�ĂĐĐĞƉƚ�ƉĞƌƐŽŶĂůŝƐĞĚ�ƌĞĐŽŵŵĞŶĚĂƟŽŶƐ�ŽŶ�/ŶͲ
stagram, Facebook or YouTube, use GPS to find you the best travel route -
that is AI technology already “helping” you, watching you, knowing you.
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dŚĞ�ƉĂƐƐŝŶŐ�ŽĨ�ƟŵĞ�ĂŶĚ�ŝƚƐ�ĂĐĐŽŵƉĂŶǇŝŶŐ�ĐŚĂŶŐŝŶŐ�ƐŽĐŝĂů�ŶŽƌŵƐ�ĂŶĚ�Į ŶĂŶĐŝĂů�ĐŽŶĚŝƟŽŶƐ�ŶĞǀ Ğƌ�ĐĞĂƐĞƐ�ƚŽ�ĂŵĂǌĞ͘�dŚĞ�ĚĞďƚ�ŝŶĚƵĐĞĚ�ϮϬϬϴ�' &��ƚŚĂƚ�ŚƵŵͲ
ďůĞĚ�ƚŚĞ�h^�ĂŶĚ��ƵƌŽƉĞ�ĂŶĚ�ƉĂŝŶĨƵůůǇ�ƐƚƵŶƚĞĚ�ŝŶǀ ĞƐƚŵĞŶƚ�ƉŽƌƞŽůŝŽ�ŐƌŽǁ ƚŚ�ĨŽƌ�ϰ�ůŽŶŐ�ǇĞĂƌƐ͕ �ŝƐ�ůŽŶŐ�ĨŽƌŐŽƩ ĞŶ�ďǇ�ŵŽƐƚ͘ �zĞƚ�ŝƚ�ďŝƌƚŚĞĚ�Ă�ƌĂĚŝĐĂů�ŶĞǁ �ĞƌĂ�ŽĨ�
ĞĐŽŶŽŵŝĐ�ƚŚŽƵŐŚƚ͘ �KŶĞ�ǁ ŚĞƌĞ�ĚĞďƚ�ĂƉƉĂƌĞŶƚůǇ�ĚŝĚŶ͛ ƚ�ŵĂƩ Ğƌ͘�/ŶƚĞƌĞƐƚ�ƌĂƚĞƐ�ŬĞƉƚ�ĨĂůůŝŶŐ͕�ŵŽŶĞǇ�ĂŶĚ�ĐƌĞĚŝƚ�ǁ ĂƐ�ĨƌĞĞůǇ�created by bankers, to be borrowed
and spent by governments and people alike, at will and seemingly without consequence. Though most of us knew this brave new world was unnatural, it
felt good, saved the world and lasted just long enough to deceive us as the “new normal”. So we learned to be reckless as the economic stars aligned
ǁ ŝƚŚ�ŐůŽďĂů�ŚĂƌŵŽŶǇ�ĂŶĚ�ĨƌĞĞ�ƚƌĂĚĞ͕�ůŽǁ �ŝŶŇĂƟŽŶ͕ �Ğǀ Ğƌ�ƌŝƐŝŶŐ�ĂƐƐĞƚ�ƉƌŝĐĞƐ�ĂŶĚ�ƉůĞŶƟĨƵů�ŐŽŽĚƐ�ĂŶĚ�ƐĞƌǀ ŝĐĞƐ�ŽŶ�ĚĞŵĂŶĚ͕ �ĐůŝŵĂǆŝŶŐ�ŝŶ�ĂŶ�ĞǆƚƌĞŵĞ�ŵŝƐĚŝͲ
rected pandemic borrowing, spending and liquidity rush. It all ended in 2022. REALITY, in the form of INFLATION opened the eyes of the Western world to
ŝƚƐ�ƉƌŽŇŝŐĂƚĞ�ǁ ĂǇƐ�ĂŶĚ�ŝƚƐ�ǀ ƵůŶĞƌĂďŝůŝƚǇ�ƚŽ�ĞǆƉĂŶĚŝŶŐ�ƚŽƚĂůŝƚĂƌŝĂŶ�ŶĂƟŽŶƐ͘ �E ĂƟŽŶƐ�ƚŚĂƚ�ŝŶ�ŽŶůǇ�ϮϬ�ǇĞĂƌƐ�ĚŝƐĐƌĞĞƚůǇ�ďĞĐĂŵĞ�ƌŝĐŚ�ĂŶĚ�ƉŽǁ ĞƌĨƵů͕�ďĞŝŶŐ�ƉĞƌͲ
ŵŝƩ ĞĚ�ƚŽ�ĚŽŵŝŶĂƚĞ�ŐůŽďĂů�ŵĂŶƵĨĂĐƚƵƌŝŶŐ͕�ĞŶĞƌŐǇ�ĂŶĚ�ƚŚĞ�ƐƵƉƉůǇ�ůŝŶĞƐ�ŽĨ�Ğǀ ĞƌǇƚŚŝŶŐ͘��ƌŝŶŐŝŶŐ�ƵƐ�ƚŽ�ǁ ŚĞƌĞ�ǁ Ğ�ĂƌĞ�ƚŽĚĂǇ͘�, ŽƐƚĂŐĞƐ�ŽĨ�ŐůŽďĂů�ĚŝƐƚƌƵƐƚ�ĂŶĚ�
military conflict, uneasy alliances, fiscal deficits, rising living costs, stagnant share and house prices, egregious interest rates, labour shortages and seri-
ŽƵƐ�ƐŽĐŝĂů�ĂŶĚ�ŐĞŶĞƌĂƟŽŶĂů�ƵŶƌĞƐƚ͘ �KůĚ�ĚĞďƚ�ŶŽǁ �ŶĞĞĚƐ�ƚŽ�ďĞ�ƐĞƌǀ ŝĐĞĚ�ĂŶĚ�ŶĞǁ �ĚĞďƚ�ŝƐ�ŶŽƚ�ĞĂƐǇ�ƚŽ�ĐŽŵĞ�ďǇ͘��ŽƚŚ�ĂƌĞ�ŶŽǁ �ĞǆƉĞŶƐŝǀ Ğ͕�ũƵƐƚ�ĂƐ�ŐůŽďĂů�
ŐƌŽǁ ƚŚ�ƐƚĂůůƐ͘ �dŚĂƚ͛ Ɛ�D ƵƌƉŚǇ͛Ɛ�>Ăǁ ͘ �dŚĞŶ͕ ��ƌƟĮ ĐŝĂů�/ŶƚĞůůŝŐĞŶĐĞ�;�/Ϳ�ĞŵĞƌŐĞƐ͕ �ũƵƐƚ�ĂƐ�ƚŚĞ�ŝŶƚĞƌŶĞƚ�ĚŝĚ�Ϯϱ�ǇĞĂƌƐ�ĞĂƌůŝĞƌ͕�ƚŚƌĞĂƚĞŶŝŶŐ�ƚŽ�ŵĂŬĞ�ŵĂŶǇ�ǁ ŚŝƚĞ�
ĐŽůůĂƌ�ũŽďƐ�ƌĞĚƵŶĚĂŶƚ�ďĞĨŽƌĞ�ƚŚŝƐ�ĚĞĐĂĚĞ�ĞŶĚƐ͘ �dŚĞ�ƌĞƐƚ�ŽĨ�ϮϬϮϬƐ�ĨĂĐĞƐ�Ă�ĐŽůĚ�ǁ Ăƌ͕�ŬŝŶĞƟĐ�ǁ Ăƌ͕�ĐůŝŵĂƚĞ�ǁ Ăƌ�ĂŶĚ�Ă�ƐŽĐŝĂů�ǁ Ăƌ͘�t ŽůĨ͘ �Winter is coming.

When Two Tribes Go To War
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dŚĞƌĞ�ŝƐ�ŶŽ�ŝŶũƵƐƟĐĞ�ŚĞƌĞ͕  just the confluence of recent history and the 
ŵŽŶĞƚĂƌǇ�ĐŽŶĚŝƟŽŶŝŶŐ�ŽĨ�ϯϮ�ǇĞĂƌƐ�ĨĂůůŝŶŐ�ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ͘ �dŚĞƌĞ�ĂƌĞ�ŵĂŶǇ�
ĐŽŵƉůĞǆŝƟĞƐ�ĂŶĚ�ƐƚƌƵĐƚƵƌĂů�ƉƌŽďůĞŵƐ�ĐŽŵƉŽƵŶĚŝŶŐ�ŽƵƌ�ƐŝŵƉůŝĮ ĞĚ�ŵŝŶŝ�
extract of the ĚŝƌĞĐƚ�ĐŽƌƌĞůĂƟŽŶ�ŽĨ�ĚĞďƚ�ĂŶĚ�ŚŽƵƐĞ�ƉƌŝĐĞƐ. What happens
from here is unknown, but an intractable housing shortage and rising pop-
ƵůĂƟŽŶ�ǁ ŝůů�ƉƌŽďĂďůǇ�ŵŝƟŐĂƚĞ�ĂŶǇ�ŶŽŵŝŶĂů�ŚŽƵƐĞ�ƉƌŝĐĞ�ĚĞĐůŝŶĞƐ͘ �t ŚĂƚ�ŝƐ�
ŵŽƌĞ�ůŝŬĞůǇ�ƚŚĂŶ�ƉƌŝĐĞ�ĚĞĐůŝŶĞƐ�ŝƐ�ƉƌŝĐĞ�ƐƚĂŐŶĂƟŽŶ�ĨŽƌ�Ϯ͕ ϯ�Žƌ�ϰ�ǇĞĂƌƐwith
investors deterred by lower growth and higher holding costs, like land tax.

As a result of interest rate increases, borrowing capacity has fallen by over
20% yet prices have declined less than 10%, peak to trough. Assuming an
ŽƌĚĞƌůǇ�ĐŽŽůŝŶŐ�ŽĨ�ĞŵƉůŽǇŵĞŶƚ�ĐŽŶĚŝƟŽŶƐ�ĂŶĚ�ƌŝƐŝŶŐ�ǁ ĂŐĞƐ͕ �ŚŽŵĞ�ďŽƌƌŽǁ Ͳ
ŝŶŐ�ĐĂƉĂĐŝƚǇ�ǁ ŝůů�ŐƌŽǁ �ƚŽ�ŵĞĞƚ�ŚŽƵƐĞ�ƉƌŝĐĞƐ͘ �/Ĩ�ůĞŌ�ĂůŽŶĞ͕�ǁ Ğ�ƚƌƵƐƚ�ƚŚĞ�ŵĂƌͲ
ket will find its pricing equilibrium. History has shown regulated rents, buy-
er subsidies, borrowing concessions or mortgage holidays will most likely
ĐƌĞĂƚĞ�ŵŽƌĞ�ƉƌŽďůĞŵƐ�ƌĂƚŚĞƌ�ƚŚĂŶ�ƐŽůƵƟŽŶƐ͘ �ZĞŵĞŵďĞƌ�The Cobra Effect.

Who’s Got All
The Cash?

t Ğ�ŽŌĞŶ�ƌĞĂĚ�
that Australians
are well placed
to manage high-
er interest rates
ƐŝŶĐĞ�ǁ Ğ�ƐƟůů�ŚŽůĚ�
much of the Sco-
D Ž��K s /��ƐƟŵƵͲ
lus money.

Before anyone
buys into this
misleading aver-

ĂŐĞ�ƐƚĂƟƐƟĐ�ǁ Ğ�ƐƵŐŐĞƐƚ�ǇŽƵ�ĚŝŐĞƐƚ�ŵŽƌĞ�ŐƌĂŶƵůĂƌ�ĚĂƚĂ�ĂƐ�Ăƚ�ϯϭƐƚ�D ĂƌĐŚ�
2023. Millennials have 2.5% of our cash pool, Gen X hold 9.5% while
Boomers hold 88%. The group with the debt, actually have no money.

We have said it is unfair to blame Boomers, just as it is to blame Gen Xs.
Fate has dealt out uneven cards to both Xers & Millennials, so far. Howev-
er, as they assume the reins of power, rightly or not, many affluent Boom-
ers may end up paying many NEW taxes, yet to be devised. They are like-
ly to be means tested, based on capital and wealth rather than income.
$3m looks like a magic number. Change is coming soon. As It must.

BRICS+

dƌŝďĂů�ǁ ĂƌĨĂƌĞ�ĂŵŽŶŐƐƚ�ŶĂƟŽŶƐ�
ƉŽƚĞŶƟĂůůǇ�ƉŽƐĞƐ�Ă�ŐƌĞĂƚĞƌ�ƌŝƐŬ�ƚŽ�
ŽƵƌ�ĐŽůůĞĐƟǀ Ğ�ǁ ĞĂůƚŚ�ƚŚĂŶ�ŐĞŶĞƌĂͲ
ƟŽŶĂů�ĚŝƐƉƵƚĞƐ͘ �/ƚ�Ăī ĞĐƚƐ�ďŽƚŚ�ƚŚĞ�
availability and cost of most of
what we buy, including money.

&Žƌ�ƚŚĞ�Į ƌƐƚ�ƟŵĞ�ŝŶ�ĚĞĐĂĚĞƐ͕ �ŐůŽďͲ
al free trade, goodwill and harmo-
ny are compromised. The 20 year
global economic windfall of cheap imported goods along with imported
ĚŝƐŝŶŇĂƟŽŶ�ĞŶĚĞĚ�ǁ ŝƚŚ�ƚŚĞ�hŬƌĂŝŶĞ�ŝŶǀ ĂƐŝŽŶ͘ ��ůŽŶŐ�ǁ ŝƚŚ�WƵƟŶ͕ �ƚŚĞ�h^�ŚĂƐ�
ďĞůĂƚĞĚůǇ�ŝĚĞŶƟĮ ĞĚ��ŚŝŶĂ�ĂƐ�ĂŶ�ĞĐŽŶŽŵŝĐ�ĂŶĚ�ŵŝůŝƚĂƌǇ�ĂĚǀ ĞƌƐĂƌǇ�ĂŶĚ�ďŽƚŚ�
are forming alliances and posturing as if engaged in a cold war.

Brazil, Russia, India, China and Sth Africa (BRICS) along with Saudi Arabia
and Iran, are de-coupling from the US dollar for trade and finance, seeking 
to create a 2nd global currency. They are concerned that the weaponisa-
ƟŽŶ�ŽĨ�ƚŚĞ�h^�ĚŽůůĂƌ�ĂŐĂŝŶƐƚ�ZƵƐƐŝĂ�ĐŽƵůĚ�ďĞ�ůĞǀ ĞůůĞĚ�ĂŐĂŝŶƐƚ�ƚŚĞŵ�ŝĨ�ƚŚĞǇ�
ĚŽ�ŶŽƚ�ĂĐĐĞĚĞ�ƚŽ�h^�ǁ ŝƐŚĞƐ͘ �dŚĞŝƌ�ƌĞƚĂůŝĂƟŽŶ�ŝƐ�ƚŚĞ�Į ƌƐƚ�ŐĞŶƵŝŶĞ�ƚŚƌĞĂƚ�ƚŽ�
the post WW2 US-centric world order and the Reserve Currency status its
ĚŽůůĂƌ�ĐŽŵŵĂŶĚƐ͘ �ZĞũĞĐƟŽŶ�ďǇ�ϰϮй �ŽĨ�ǁ ŽƌůĚ�ƉŽƉƵůĂƟŽŶ͕ �Ϯϯй �ŽĨ�ǁ ŽƌůĚ�
' �W�ĂŶĚ�ϭϳ й �ŽĨ�ǁ ŽƌůĚ�ƚƌĂĚĞ�ŝƐ�Ă�ďƌƵƚĂů�ƌĞƉƵĚŝĂƟŽŶ�ŽĨ�ƚŚĞ�ƐƚĂƚƵƐ�ƋƵŽ͘ �

This de-ĚŽůůĂƌŝƐĂƟŽŶ�ďĂƐĞĚ�ĚŝƐƌƵƉƟŽŶ�ƚŽ�ƚŚĞ�ǁ ŽƌůĚ�ŽƌĚĞƌ�ŚĂƐ�ŽŶůǇ�ũƵƐƚ�
begun. It may have a profound impact on global peace, the cost of the US$
ϯϮƚƌ�ĚĞďƚ͕ �ƚŚĞ�ǀ ĂůƵĂƟŽŶ�ŽĨ�ŝŶƚĞƌŶĂƟŽŶĂů�ĐƵƌƌĞŶĐŝĞƐ͕ �ĂƐƐĞƚƐ͕ �ĞŶĞƌŐǇ�ĂŶĚ�
ĐŽŵŵŽĚŝƟĞƐ͘ �dŚŝƐ�ŝƐ�Ă�ƐůŽǁ �ďƵƌŶŝŶŐ�ĨƵƐĞ͕�ǁ Ğ�ũƵƐƚ�ŶĞĞĚ�ƚŽ�ďĞ�Ăǁ ĂƌĞ�ŝƚ�ŝƐ�ůŝƚ͘ �

yŝ�:ŝŶƉŝŶŐ͛Ɛ�ϯƌĚ�ƚĞƌŵ�ĂƐ��ŚŝŶĂ͛ Ɛ�ƌƵůĞƌ�ĐŽŵĞƐ�ǁ ŝƚŚ�Ă�ĚŝƐƚƵƌďŝŶŐ�ŽďũĞĐƟǀ Ğ͗ -
the ƵŶŝĮ ĐĂƟŽŶ�ŽĨ��ŚŝŶĂ. Meaning, Taiwan is in its sights. Watch this space.

Milliennials
2.5%

Gen X
9.5%

Boomers
88%

Net Debt

The general prosperity and enhanced lifestyles of today’s Boomers was
NOT the result of some mischievous plan to grab the world’s wealth. Rel-
ĂƟǀ Ğ�ŐůŽďĂů�ƉĞĂĐĞ͕�ďĞƩ Ğƌ�ĞĚƵĐĂƟŽŶ͕ �ŚŝŐŚĞƌ�ǁ ĂŐĞƐ͕ �ůŝďĞƌĂů�ƐŽĐŝĂů�ŶŽƌŵƐ͕ �
ŝŵƉƌŽǀ ĞĚ�ŐĞŶĚĞƌ�ŽƉƉŽƌƚƵŶŝƟĞƐ͕ �ƚĞĐŚŶŽůŽŐŝĐĂů�ŝŶŶŽǀ ĂƟŽŶ�ĂŶĚ�ĂĚǀ ĂŶĐĞƐ�ŝŶ�
ŵĞĚŝĐŝŶĞ�ĞŶŚĂŶĐŝŶŐ�ůŽŶŐĞǀ ŝƚǇ�Ăůů�ĨƵƐĞĚ�ƚŽŐĞƚŚĞƌ�ĂŌĞƌ�ƚŚĞ�ϭϵϱϬƐ�ĂƐ��ŽŽŵͲ
ers came of age. It was a massive once in a millennium tailwind.

/Ŷ�ŵŽŶĞƚĂƌǇ�ƚĞƌŵƐ͕ �ƚŚĞ�ŐůŽďĂů�ĚĞƌĞŐƵůĂƟŽŶ�ŽĨ�Į ŶĂŶĐŝĂů�ŵĂƌŬĞƚƐ�ŝŶ�ƚŚĞ�
early 1980s was a game changer. It profoundly altered global economic
ƚƌĂĚĞ�ĂŶĚ�Į ŶĂŶĐĞ͘�WƌŝŽƌ�ƚŽ�ƚŚŝƐ�ƟŵĞ͕�ĂĐĐĞƐƐ�ƚŽ�ĚĞďƚ�ĂŶĚ�ĐƌĞĚŝƚ�ǁ ĂƐ�ŚŝŐŚůǇ�
ƌĞŐƵůĂƚĞĚ͘ ��ĂŶŬ�ŚŽŵĞ�ůŽĂŶƐ�ǁ ĞƌĞ�Ěŝĸ ĐƵůƚ�ƚŽ�ƋƵĂůŝĨǇ�ĨŽƌ�ĂŶĚ�ƌĞůĂƟǀ ĞůǇ�few
ƉĞŽƉůĞ�Žǁ ŶĞĚ�ƐŚĂƌĞƐ�Žƌ�ŝŶǀ ĞƐƚŵĞŶƚ�ƉƌŽƉĞƌƟĞƐ͘ Non-ďĂŶŬŝŶŐ�ŝŶƐƟƚƵƟŽŶƐ�
supported the banking system providing credit at higher rates.

>Ğƚ͛ Ɛ�ƚĂůŬ�Ă�ůŝƩ ůĞ�ĂďŽƵƚ�ƉƌŽƉĞƌƚǇ�Žǁ ŶĞƌƐŚŝƉ͕ �ƚŚĞ�ŵĂũŽƌ�ǁ ĞĚŐĞ�Ěŝǀ ŝĚŝŶŐ�ƚŚĞ�
ŐĞŶĞƌĂƟŽŶƐ�ĂŶĚ�͞ ƚŚĞ�ŚĂǀ ĞƐ͟ �ĂŶĚ�͞ ŚĂǀ Ğ�ŶŽƚƐ͟ ͕ �Ăƚ�ůĞĂƐƚ�ŝŶ��ƵƐƚƌĂůŝĂ͘ �/ƚ�ŝƐ�
the largest asset most of us will ever own and our largest debt. Home
loans used to be wholly income based and strictly limited to ϯ�ƟŵĞƐ�
household income (with females’ capacity penalised). Proof of savings
capacity was mandatory and a bank manager’s decision and approval
was final. Most Boomers first bought houses under these strict rules and 
borrowed within their means.

In 2021, around 66% of us own
homes, 35% have a mortgage.
Peaking at 72% in 1966, these
rates are largely unchanged
since the 1970s. The main
change has been easier lending for everyone, that led to larger loans.

&Žƌ�ŐĞŶĞƌĂƟŽŶƐ͕ �ƉƌŽƉĞƌƚǇ�ƉƌŝĐĞƐ�ƌĞŵĂŝŶĞĚ�Ăī ŽƌĚĂďůĞ͕�ŝŶ�ƉĂƌƚ͕ �ďĞĐĂƵƐĞ�
everyone borrowed under the same inflexible rules. Consistent long
term house price growth was closely correlated to rising post WW2 popu-
ůĂƟŽŶ�ŐƌŽǁ ƚŚ͘ ��ĞƌĞŐƵůĂƟŽŶ�ŽƉĞŶĞĚ�ƚŚĞ�ŇŽŽĚŐĂƚĞƐ�ƚŽ�ŐůŽďĂů�ĐŽŵƉĞƟƟŽŶ͕ �
relaxed borrowing rules and new NON-INCOME TESTED home equity
loans. Housing changed from being a place to live, to become a low yield
ŚŝŐŚ�ŐƌŽǁ ƚŚ�Į ŶĂŶĐŝĂů�ĂƐƐĞƚ͘ �/ĚĞĂů�ĨŽƌ�ŝŶǀ ĞƐƚŽƌƐ�ĂŶĚ�ŶĞŐĂƟǀ Ğ�ŐĞĂƌŝŶŐ͘

>ŝŬĞ�ŬŝĚƐ�ŝŶ�Ă�ůŽůůǇ�ƐŚŽƉ�ĨŽƌ�ƚŚĞ�Į ƌƐƚ�ƟŵĞ͕�ďǇ�ƚŚĞ�ŵŝĚ�ϭϵϴϬƐ͕ �ŵŽƌĞ�ƉĞŽƉůĞ�
could get their hands on more money, more easily. Both home buyers
ĂŶĚ�ŝŶǀ ĞƐƚŽƌƐ�ďŝĚ�ƵƉ�ŚŽƵƐĞ�ƉƌŝĐĞƐ�ƚŽ�ůŽŌǇ�ůĞǀ ĞůƐ͘ �/Ŷ�ƐƉŝƚĞ�ŽĨ�ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ�
ƌĞĂĐŚŝŶŐ�ϭϳ ͘ ϱй �ŚŽƵƐĞ�ƉƌŝĐĞƐ�ŬĞƉƚ�ƌŝƐŝŶŐ�ƵŶƟů�ǁ Ğ�ƐƵī ĞƌĞĚ�͞ the recession
we had to have” in 1990. Prices stagnated for the next 3-4 years. Many
chastened Boomers were given a first hand lesson in the risks of too
much debt. Naturally, most then paid off their homes and saved rather 
than borrowed. That is ƵŶƟů�' ĞŶ�yƐ�ƚƵƌŶĞĚ�ƵƉ�ŝŶ�ƚŚĞ�ůĂƚĞ�ϭϵϵϬƐ͊

Study the chart above. Gen Xs, have enjoyed a mostly uninterrupted de-
cline in interest rates for 32 years. With access to ever cheaper debt, they
competed with investors and migrants to drive Aussie house prices and
debt levels to extreme highs. In this new cycle, with few lending rules and
no fear of debt, house prices have been elevated to 6-ϴ�ƟŵĞƐ�ŝŶĐŽŵĞ͘
1999 CGT concessions for investors, GST and rising building costs added
ƚŽ�ƉƌŝĐĞ�ƉƌĞƐƐƵƌĞƐ͘ ��ŽŽŵĞƌƐ�ĚĞďƚ�ĨƌĞĞ�ŚŽŵĞƐ�;Θ�ůĂŶĚͿ͕ �ǁ ĞƌĞ�ƐŝŵƉůǇ�ůŝŌĞĚ�
ďǇ�Ă�ƟĚĂů�ǁ Ăǀ Ğ�ŽĨ�ƌŝƐŝŶŐ�ĚĞďƚ͕ �ŶŽƚ�ďǇ�ĂŶǇ�ƵŶŝƋƵĞ�Ğī ŽƌƚƐ�Žƌ�ƐĂĐƌŝĮ ĐĞ͘�It was
ĂƐ�ĞĂƐǇ�ĂƐ�ŐĞƫ ŶŐ�ƌŝĐŚ�ŬĞĞƉŝŶŐ�WŽŬĞŵŽŶ�ĐĂƌĚƐ�ŝŶ�ƚŚĞŝƌ�ŽƌŝŐŝŶĂů�ǁ ƌĂƉ͘

Millennials experienced life differently, being too young to borrow, but 
ŽďƐĞƌǀ ĞƌƐ�ŽĨ�ƚŚĞ�' &��ĂŶĚ�Ăůů�ƚŚĂƚ�ĨŽůůŽǁ ĞĚ͘ �dŚĞǇ�ĂƌĞ�ƚŚĞ�Į ƌƐƚ�ŐĞŶĞƌĂƟŽŶ�
locked out of the property market�ĞŶƟƌĞůǇ͕�ĂƐ�Ă�ƌĞƐƵůƚ�ŽĨ�ďŽƚŚ�ƵŶĂī ŽƌĚͲ
ĂďůĞ�ŚŽŵĞ�ƉƌŝĐĞƐ�ĂŶĚ�ŚŝŐŚ�ƌĞŶƚ͕ �ďƵƚ�Ăƚ�ůĞĂƐƚ�ƚŚĞǇ�ĐĂŶ�ƐŚŝŌ͘ �

No one knows what happens if
interest rates remain at 4% - 5%
or higher

Source: ABS

Boomers GenX Millennials/Gen Z
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Investors Learn From History and B.F. Skinner Repositioning Accordingly

ϯϮ�ǇĞĂƌƐ�ŽĨ�ĨĂůůŝŶŐ�ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ�;ĂĐĐĞůĞƌĂƟŶŐ�ĂŌĞƌ�ƚŚĞ�' &�Ϳ�ůŝŌĞĚ�ĂƐƐĞƚƐ�
and markets across the globe. People now feel both smart and safe, happy
to borrow and spend on demand, rather than save. Regulators fearing
ĚĞŇĂƟŽŶ͕ �ŚĂǀ Ğ�ŶŽƚ�ĂůůŽǁ ĞĚ�ŵĂƌŬĞƚƐ�ƚŽ�ĚĞĐůŝŶĞ�ĨŽƌ�ĂŶǇ�ĞǆƚĞŶĚĞĚ�ƉĞƌŝŽĚ͕ �
aggressively re-deploying monetary tools to save the system and keep
investors nourished. Investors have “learned” to buy the dips because if
ŵĂƌŬĞƚƐ�ĨĞůů�ďĂĚůǇ͕�ĂĐƟŽŶ�ǁ ŽƵůĚ�ďĞ�ƚĂŬĞŶ�ƚŽ�ƐĂǀ Ğ�ƚŚĞŵ�ĂŶĚ�ƚŚŽƐĞ�ƚŚĂƚ�
ďŽƵŐŚƚ�ŽŶ�ƚŚĞ�ĚŽǁ Ŷ�ĚĂǇƐ�ŵĂĚĞ�Ă�͞ŵŽƚǌĂ͟ ͘ �dŚĂƚ�ƉŽƐŝƟǀ Ğ�ƌĞŝŶĨŽƌĐĞŵĞŶƚ�ŝĨ�
repeated sufficiently, creates a powerful “I can’t lose” financial reflex.

t Ğ�ďĞůŝĞǀ Ğ�ƚŚĂƚ�ĞƌĂ�ŝƐ�ŶŽǁ �Žǀ Ğƌ͕�ĞŶĚĞĚ�ďǇ�ƚŚĞ�ŝŶŇĂƟŽŶĂƌǇ�ĨĂůůŽƵƚ�ĨƌŽŵ�ƚŚĞ�
COVID response re-ŝŐŶŝƟŶŐ�ŝŶŇĂƟŽŶĂƌǇ�ĞǆƉĞĐƚĂƟŽŶƐ�ĂŶĚ�ŚŝŐŚĞƌ�ǁ ĂŐĞ�
ĚĞŵĂŶĚƐ�Ăƚ�Ă�ƟŵĞ�ǁ ŚĞŶ�ƵŶĞŵƉůŽǇŵĞŶƚ�ŝƐ�Ăƚ�Ă�ϱϬ�ǇĞĂƌ�ůŽǁ ͘ �dŚĞ�ƐĞĐƵƌŝƚǇ͕�
ĞŶĞƌŐǇ�ĂŶĚ�ŽƚŚĞƌ�ĐŽŶĐĞƌŶƐ�ĞŵĂŶĂƟŶŐ�ĨƌŽŵ�ƚŚĞ�ŶŽǁ �ŚŝŐŚůǇ�ĐŚĂƌŐĞĚ�ŐĞŽ-
ƉŽůŝƟĐĂů�ůĂŶĚƐĐĂƉĞ͕�ƐƵŐŐĞƐƚ�ǀ ĞƌǇ�ůŝƩ ůĞ�ŽĨ�ƚŚĞ�ƉĂƐƚ�ĞǆƉĞƌŝĞŶĐĞ�ǁ ŝůů�ƌĞŇĞĐƚ�
that of the future ͘ �dŚĞ�ŵŽƐƚ�ĂƐƚƵƚĞ�ĂŶĂůǇƐƚƐ�ǁ Ğ�ĞŶŐĂŐĞ�ŝĚĞŶƟĨǇ�ƚŚĞƐĞ�
ŝƐƐƵĞƐ�ĂƐ�ĐƌŝƟĐĂů�ƚŽ�ƚŚĞŝƌ�ĐƵƌƌĞŶƚ�ŝŶǀ ĞƐƚŵĞŶƚ�ƚŚĞŵĞƐ͕ �ǁ Ğ�ŵƵƐƚ�ĐŽŶĐƵƌ͘

The West is again aware of old truisms: countries pursue their own agen-
ĚĂƐ͕ �ƉĞĂĐĞ�ŝƐ�ƚĞŵƉŽƌĂƌǇ͕�ĞŶĞƌŐǇ�ŝƐ�ůŝĨĞ͕�ŵĂŶƵĨĂĐƚƵƌŝŶŐ�ŵĂƩ ĞƌƐ͕ �ŝŶŇĂƟŽŶ�ŝƐ�
real, interest rates rise, climate change infrastructure is slow to build and
more expensive than imagined, workers can quit, civil unrest gets unruly.

In the period ahead, it may pay to act like intelligent beings rather than
trained birds. It is plainly naïve to believe ƚŚĞ�ŐůŽďĂů�ŝŶƚĞƌĞƐƚ�ƌĂƚĞ�ƐŚŝŌ�
from 0.1% to over 5% will not affect governments, businesses, jobs, 
households and asset prices. Read the room. Though we cannot yet see
ƚŚĞ�Ğī ĞĐƚƐ�ŽĨ�ƚŚĞƐĞ�ƌŝƐĞƐ͕ �ŝƚ�ŝƐ�ĨŽŽůŝƐŚ�ŶŽƚ�ƚŽ�ĞǆƉĞĐƚ�ĐŽŶƐĞƋƵĞŶĐĞƐ�ĂŌĞƌ�
ƐƵĐŚ�Ă�Ɛǁ ŝŌ�ĂŶĚ�ƐĞǀ ĞƌĞ�ŵŽŶĞƚĂƌǇ�ƌĞƐƉŽŶƐĞ͘�It’s like driving a car through
the rear vision mirror and failing to see the brick wall ahead. The only
uncertainty is how long and how many more interest rate hikes will it take
ďĞĨŽƌĞ�ƐƉĞŶĚŝŶŐ�ĞĂƐĞƐ͕ �ŝŶŇĂƟŽŶ�ĨĂůůƐ�ĂŶĚ�ũŽďƐ�ĂƌĞ�ůŽƐƚ͘ �dŚĞ�ǁ Ăƌ�ŝƐ�ŶŽƚ�Žǀ Ğƌ͘

�ĞƐƉŝƚĞ�ƚŚĞ�ƌŚĞƚŽƌŝĐ�ĨƌŽŵ�ƉŽůŝƟĐŝĂŶƐ͕ �ǁ Ğ�ĂƌĞ�ŶŽƚ�ĞǆƉĞƌŝĞŶĐŝŶŐ�ƚŚĞ�ĐŽŶĚŝͲ
ƟŽŶƐ�ƚŚĂƚ�ƐƵƐƚĂŝŶ�ĂƐƐĞƚ�ďŽŽŵƐ͘ �dŚĞǇ�ƌĞƐĞŵďůĞ�ƚŚĞ�ĐŽŶĚŝƟŽŶƐ�ƚŚĂƚ�ƉƌĞĐĞĚĞ�
declines. Many young borrowers must be thinking to themselves “nothing
is as good as they say it is, I’d wish I’d known before, can I go back?” Nup.
/ŶŶŽĐĞŶĐĞ�ŝƐ�ŽŌĞŶ�ƚŚĞ�Į ƌƐƚ�ĐĂƐƵĂůƚǇ�ŽĨ�Ă�ďƌŽŬĞŶ�ƚƌƵƐƚ͘ �dŚĂŶŬƐ��ƌ�>Žǁ Ğ͕�
ǇŽƵƌ�ŵŝƐĚŝƌĞĐƟŽŶ�ƚŽ�ƵŶƐƵƐƉĞĐƟŶŐ�ǇŽƵŶŐĞƌ�ďŽƌƌŽǁ ĞƌƐ�ůĞĂǀ ĞƐ�Ă�ůĞŐĂĐǇ͘

As long as property and share markets keep rising, people keep spending,
ŝŶŇĂƟŽŶ�ƉĞƌƐŝƐƚƐ�ĂŶĚ�ƚŚĞ�ũŽďƐ�ŵĂƌŬĞƚ�ŝƐ�ƟŐŚƚ͕ �bankers will raise rates fur-
ther and they will go too far.�dŚĞŝƌ�Į ƌƐƚ�ŵŝƐƐŝŽŶ�ǁ ĂƐ�ƚŽ�ďĞĂƚ�ŝŶŇĂƟŽŶ�ĂŶĚ�
ƚŚĞǇ�ǁ ŝůů͕�ĂĐĐĞƉƟŶŐ�ĂƌŽƵŶĚ�ϰй �Ɖ͘ Ă͘ �dŽ�ŵŽĚĞƌĂƚĞ�ĂŐŐƌĞƐƐŝǀ Ğ�ĂƐƐĞƚ�ƉƌŝĐĞƐ�
ƚŚĞǇ�ĂƌĞ�ƐŚŝŌŝŶŐ�ĨŽĐƵƐ�ƚŽ�ƚŚĞ�ũŽďƐ�ŵĂƌŬĞƚ͘ �/ŶƚĞŶƚ�ŽŶ�causing enough pain
ƚŽ�ƐŶƵī �ŽƵƚ�ĂŶǇ�ƌĞƐŝĚƵĂů�ŝŶŇĂƟŽŶĂƌǇ�ĞǆƉĞĐƚĂƟŽŶƐ�ŝŶ�ϮϬϮϰͬ Ϯϱ͘ �, Ăǀ ŝŶŐ�
ďĞĞŶ�ŝŶ�ƚŚŝƐ�ƉŽƐŝƟŽŶ�ďĞĨŽƌĞ͕�ǁ Ğ�ďĞůŝĞǀ Ğ�ŽŶůǇ�ƚŚĞ�ǁ Ăŝƚ�ŝƐ�ĞǆĐƌƵĐŝĂƟŶŐ͘

Keeping our April 2023 long and variable lag in mind, we submit the fol-
lowing facts for review. Track the steps of this chart closely. 1,2 and 3.
1.Interest rates rose from 1% in 2004 to 5.25% in 2006 ;ƉĂƵƐĞĚ�Ɵůů�ϮϬϬϴͿ�
2. Rates then fell in 2008/09 to 0.25% too late to avert the severe GFC
3. The GFC began mid 2008 ůĂƐƟŶŐ�ƵŶƟů�ϮϬϭϮ͕ �ϭϴ�ŵŽŶƚŚƐ��&d�Z�ƚŚĞ�ƉĂƵƐĞ͘

�ŽŶĐůƵĚŝŶŐ�ŝŶƚĞƌĞƐƚ�ƌĂƚĞ�ƉŽůŝĐǇ�ĚŝƐĐƵƐƐŝŽŶ�ǁ Ğ�ŵƵƐƚ�ĚƌĂǁ �ĂƩ ĞŶƟŽŶ�ƚŽ�ďŽƚŚ�
Australian and US 2 /10 year bond rates, each is INVERTED. This is a bond
market signal. When short term rates are higher than long term rates,
an ĞĐŽŶŽŵŝĐ�ĚŽǁ ŶƚƵƌŶ�ŝƐ�ĂŶƟĐŝƉĂƚĞĚ�ĂŶĚ�ŝŶŇĂƟŽŶ�ĐŽŶƚƌŽůůĞĚ͘ �dŚŽƵŐŚ�
imperfect, inverted yields usually point to an imminent recession.

>ŝŬĞ�ϭϵϵϬ͕�ϭϵϵϵ�ĂŶĚ�ϮϬϬϳ ͕ �ƚŚĞ�Į ƌƐƚ�ĐŽƌƌĞĐƟŽŶ�ĚŝĚ�ŶŽƚ�ĞŶĚ�ƚŚĞ�ŝŶǀ ĞƐƚŵĞŶƚ�
party. A strong rally followed, before it ended badly. Be aware it’s late.

Who Should Bear The Cost?

We are unable to address the numerous tribal grievances currently in
play. There are simply too many and they extend across borders and
across society. Look at France. How the world pays for defence, aged
ĐĂƌĞ͕�ŚĞĂůƚŚ�ĐĂƌĞ͕�ƚŚĞ�ĚŝƐĂĚǀ ĂŶƚĂŐĞĚ͕ �ĚĞĐĂƌďŽŶŝƐĂƟŽŶ͕ �ƌĞƐŬŝůůŝŶŐ�ǁ ŽƌŬĞƌƐ
etc are all very large and currently unresolved issues. Each imposes a new
burden on already over-indebted countries. Yet each program requires
new money to fund it. Where exactly should the money come from?

Is it fair that younger people bear an income tax burden not borne by
their parents? Clearly not. New 21st century based laws will be framed,
from which there will be winners and losers. With an eye to what lies
ĂŚĞĂĚ͕ �ďĞŝŶŐ�Į ŶĂŶĐŝĂůůǇ�ŶŝŵďůĞ�ĂŶĚ�ĂďůĞ�ƚŽ�ƐŚŝŌ�ĨƵƚƵƌĞ�ĐĂƉŝƚĂů�ĂůůŽĐĂƟŽŶƐ�
ƚŽ�ĚŽĚŐĞ�ĨƵƚƵƌĞ�ďƵůůĞƚƐ�ĂƉƉĞĂƌƐ�ƚŽ�ďĞ�ĞƐƐĞŶƟĂů͘�t Ğ�ďĞůŝĞǀ Ğ�ŽƵƌ�ƐĞĐƚŽƌ�
specific range of super and investment funds are very well suited to this. 

dƌŝďĂůŝƐŵ�ĂƐ�ǁ Ğ�ŚĂǀ Ğ�ŽƵƚůŝŶĞĚ͕ �ďĞƚǁ ĞĞŶ�ĐŽƵŶƚƌŝĞƐ͕ �ŐĞŶĞƌĂƟŽŶƐ͕ �ƐŽĐŝĂů�
economic groups or energy providers is reminiscent of the era in the late
1960s, 1970s and early 1980s, when almost all assets performed poorly.

Rational Behaviour
Most people are familiar with the work of
Ivan Pavlov and his experiments with dogs
teaching them to salivate at the sound of a
bell. This became known as classical condi-
ƟŽŶŝŶŐ͘�D ĂŶǇ�ƉĂƌĞŶƚƐ�ǁ ŽƵůĚ�ŚĂǀ Ğ�ĂĚĂƉƚĞĚ�
this well known technique to teach their
ĐŚŝůĚƌĞŶ�ƚŽ�ďĞŚĂǀ Ğ�ĂƉƉƌŽƉƌŝĂƚĞůǇ�;ƵŶƟů�ƚŚĞǇ�ďĞĐĂŵĞ�ƚĞĞŶĂŐĞƌƐͿ͘

In the 1930s a lesser known but equally recognised field of psychology 
known as ŽƉĞƌĂŶƚ�ĐŽŶĚŝƟŽŶŝŶŐwas developed by B.F. Skinner. His work
ǁ ĂƐ�ƵŶĚĞƌƚĂŬĞŶ�ĂƐ�ŚĞ�ďĞůŝĞǀ ĞĚ�ĐůĂƐƐŝĐĂů�ĐŽŶĚŝƟŽŶŝŶŐ�ǁ ĂƐ�ƚŽŽ�ƐŝŵƉůŝƐƟĐ�ƚŽ�
apply to complex human behaviour. His point of experimental difference 
ǁ ĂƐ�ƚŽ�ƐƚƵĚǇ�ƚŚĞ�ůŝŶŬ�ďĞƚǁ ĞĞŶ�ĂĐƟŽŶƐ�ĂŶĚ�ďĞŚĂǀ ŝŽƵƌĂů�ĐŽŶƐĞƋƵĞŶĐĞƐ͘

Working with pigeons and rats using a purpose built “Skinner Box”, the
ĞǆƉĞƌŝŵĞŶƚƐ�ĂƉƉůŝĞĚ�ƉŽƐŝƟǀ Ğ͕�ŶĞŐĂƟǀ Ğ�ĂŶĚ�ŶĞƵƚƌĂů�ƌĞŝŶĨŽƌĐĞŵĞŶƚ�ĂƐ�ǁ Ğůů�
as random delivery of each. The findings of this work are applied in many 
Į ĞůĚƐ�ƚŽĚĂǇ�ŶŽƚ�ŽŶůǇ�ŝŶ�ĞĚƵĐĂƟŽŶ͕ �ďƵƚ�ŝŶ�ƐƉŽƌƚ͕ �ĞĐŽŶŽŵŝĐƐ�ĂŶĚ�ŐĂŵďůŝŶŐ͘�

^ŬŝŶŶĞƌ�ĨŽƵŶĚ�ƚŚĂƚ�ďǇ�ĂůƚĞƌŝŶŐ�ƚŚĞ�ƟŵŝŶŐ�ŽĨ�ĂŶǇ�ƌĞŝŶĨŽƌĐĞŵĞŶƚ͕ �ƉŝŐĞŽŶƐ�
would learn to modify their behaviour to get a reward or avoid a punish-
ŵĞŶƚ͘ �D ŽƌĞŽǀ Ğƌ͕�ŚĞ�ĨŽƵŶĚ�ƚŚĂƚ�ƚŚƌŽƵŐŚ�ƌĂŶĚŽŵ�ƌĞƉĞƟƟŽŶ͕ �ǁ ŚĂƚĞǀ Ğƌ�
ƐƉĞĐŝĮ Đ�ĂĐƟŽŶ�ǁ ĂƐ�ĚŽŶĞ���&KZ��Ă�ƌĞǁ ĂƌĚ�ǁ ĂƐ�Őŝǀ ĞŶ͕ �ƚŚĂƚ�ĂĐƟŽŶ�ĐŽƵůĚ�ďĞ�
ĂƩ ƌŝďƵƚĞĚ�ďǇ�ƚŚĞ�ƉŝŐĞŽŶ�ƚŽ�ƚŚĞ�ƌĞǁ ĂƌĚ to become part of the pigeon’s
ƌŽƵƟŶĞ�ďĞŚĂǀ ŝŽƵƌ͘�&Žƌ�ĞǆĂŵƉůĞ͕�ŝĨ�ƚƵƌŶŝŶŐ�ŝŶ�ĐŝƌĐůĞƐ�ďĞĨŽƌĞ�ƉĞĐŬŝŶŐ�Ă�ƌĞĚ�
light was rewarded, the bird began to turn in circles even if no reward was
given. Issuing random rewards, “trained” the bird to keep doing it think-
ing the turning was the cause of the reward. It became a ritual.

Superstition

�Ɛ�ŚƵŵĂŶƐ͕ �ǁ Ğ�ĐĂŶ�ƌĞĐŽŐŶŝƐĞ�ƚŚŝƐ�ĂƐ�ƐƵƉĞƌƐƟͲ
ƟŽŶ�;ĞŐ�ŚĂǀ ŝŶŐ�Ă�ůƵĐŬǇ�ŶƵŵďĞƌ͕�Ă�ůƵĐŬǇ�ĐŚĂƌŵ�
Žƌ�Ă�ƌŽƵƟŶĞͿ͘ �dŚĞƐĞ�ďĞŚĂǀ ŝŽƵƌƐ�ĂƌĞ�ŝƌƌĂƟŽŶĂů�
but are “learned” even though we know they
have no bearing on the result.

The Behaviour Of Investors

As investors, Skinner’s work goes a long way to explaining how many peo-
ƉůĞ�ŝŶǀ ĞƐƚ�ĂŶĚ�ŚŽǁ �ŵĂƌŬĞƚƐ�ďĞŚĂǀ Ğ͘�/Ĩ�ĂŶ�ŝŶǀ ĞƐƚŽƌ�ƐƵī ĞƌƐ�ĂŶ�ŝŶŝƟĂů�ůŽƐƐ�Žƌ�
ƉŽŽƌ�ƌĞƐƵůƚ�ĨƌŽŵ�ŝŶǀ ĞƐƟŶŐ�ŝŶ�ŽŶĞ�Žƌ�Ă�ŶƵŵďĞƌ�ŽĨ�ŝŶǀ ĞƐƚŵĞŶƚƐ�;ŶĞŐĂƟǀ Ğ�
reinforcement), they are quite likely to avoid similar investments in the
ĨƵƚƵƌĞ�ĂŶĚ�ƉŽƐƐŝďůǇ�ŵŝƐƐ�ŵĂŶǇ�ŽƉƉŽƌƚƵŶŝƟĞƐ͘ ��ůƚĞƌŶĂƟǀ ĞůǇ͕�ĨŽƌƚƵŝƚŽƵƐ�
ƟŵŝŶŐ�Žƌ�Ă�ůƵĐŬǇ�ŝŶǀ ĞƐƚŵĞŶƚ�ŵĂǇ�Őŝǀ Ğ�ƌŝƐĞ�ƚŽ�ĨĂůƐĞ�ĐŽŶĮ ĚĞŶĐĞ�ĂŶĚ�ƌĞƐƵůƚ�
in severe and ongoing losses (as gamblers mostly experience).

Skinner And Markets

�ůƚŚŽƵŐŚ�ŚĂƌĚ�ƚŽ�ďĞůŝĞǀ Ğ͕�ƚŚĞ�ƉŝŐĞŽŶ�ďĞŚĂǀ ŝŽƵƌƐ�ŝĚĞŶƟĮ ĞĚ�ďǇ�̂ ŬŝŶŶĞƌ�
have been seen to be replicated by people (and poorly designed invest-
ment algorithms) during secular (long) market cycles. Remember, many
regulators study group behaviour�ĂŶĚ��ƚŚĞǇ�ďĞůŝĞǀ Ğ�ƚŚĞǇ�ĐĂŶ�ĂŶƟĐŝƉĂƚĞ�
investors’ response. They introduced “forward guidance” for this pur-
pose. Let’s revisit recent history cognisant that bankers know and see
themselves as a modern type of B.F. Skinner. Guess who the pigeons are?

Interest Rates Rise

Interest Rates Tumble

Recession/GFC Follows
2008 – 12

1

2

3



WARNING
The information, comments and projections contained herein are believed to be accurate, but represent general advice. They are supplied for your interest only, without con-
sidering your objectives or financial situation. You are cautioned not to proceed with any investment action until you have sought personal advice regarding its suitability to
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10 Years Ago
2013

4,775
14,909
6,215

13,677
20,803
7,959

$1,236

7 Years Ago
2016

5,310
17,930
6,504

15,576
20,727
9,680

$1,315

20 Years Ago
2003

2,999
8,985
4,031
9,083
9,577
3,221
$346

June
2021

7,585
34,502
7,037

28,791
28,905
15,531
$1,762

June
2022

6,746
30,775
7,168

26,393
21,793
12,784
$1,821

5 Years Ago
2017

5,764
21,349
7,313

20,033
25,765
12,325
$1,244

Australian All Ordinaries
Dow Jones (US)
FTSE 100 (UK)
Nikkei (Japan)
Hang Seng (Hong Kong)
Dax (Germany)
Gold - Spot US$

MARKET FACTS June
2023

7,401
34,407
7,531

33,189
18,916
16,147
$1,909

15 Years Ago
2008

5,333
11,350
5,626

13,481
22,102
6,418
$926

Market Round Up

Markets have metaphorically given bankers “the finger”. Apparently inter-
ĞƐƚ�ƌĂƚĞƐ�ĚŽŶ͛ ƚ�ŵĂƩ Ğƌ�ĂŶĚ�ƚŚĞǇ�ǁ ŝůů�ďĞ�ĚƌŽƉƉĞĚ�ĂŶǇǁ ĂǇ͘�K Ƶƌ�ŵĂƌŬĞƚ�ƌŽƵŶĚ�
ƵƉ�ƚŚŝƐ�ǇĞĂƌ�ƌĞŇĞĐƚƐ�ƚŚĞ�ŵĂƌŬĞƚ�ŝƐ�ĞŝƚŚĞƌ�ŝŶƚƵŝƟǀ Ğ�Žƌ�͞ ƚƵƌŶŝŶŐ�ŝŶ�ĐŝƌĐůĞƐ͟ ͘

Overseas Shares

As bankers are trying to execute an economic ƐŽŌ�ůĂŶĚŝŶŐ, markets do not
ǁ ĂŶƚ�Ă�ůĂŶĚŝŶŐ�Ăƚ�Ăůů͘��ǆĞŵƉůŝĨǇŝŶŐ�ƚŚĞƐĞ�ƉŽůĂƌŝƐĞĚ�ƉŽƐŝƟŽŶƐ͕ �global markets
ĂƌĞ�ĐŚĂůůĞŶŐŝŶŐ�ƚŚĞŝƌ�ϮϬϮϭ�Ăůů�ƟŵĞ�ŚŝŐŚƐ. Comparing 2023 returns to 2022,
in brackets, observe the contrast. US↑12%(↓11%), Japan ↑25%(↓8%),
Germany ↑26%(↓18%). The UK ↑5% (↑2%) & Hong Kong ↓13%(↓25%)
markets ĂƌĞ�ŽƵƚůŝĞƌƐ�ŝŵƉĂĐƚĞĚ�ďǇ�ĚŽŵĞƐƟĐ�ŵĂƩ ĞƌƐ. Disguising the 2022-23
index performances ŝƐ�ƚŚĞ�ĚŝƐƉƌŽƉŽƌƟŽŶĂƚĞ�ƌŝƐĞ�ŝŶ�Ă�ǀ ĞƌǇ�ƐŵĂůů�ŶƵŵďĞƌ�ŽĨ�
perceived “defensive” growth stocks. Most investors are manic over Nvidia,
D ŝĐƌŽƐŽŌ͕ ��ƉƉůĞ͕�dĞƐůĂ�ĂŶĚ�ŽƚŚĞƌ�ŚŝŐŚůǇ�ƉƌŝĐĞĚ�ƐƚŽƌŝĞƐ͘ �̂ ƵĐŚ�ĐƌŽǁ ĚĞĚ�ƚƌĂĚĞƐ�
ǀ ĞƌǇ�ŽŌĞŶ�Žǀ Ğƌ-price future earnings and disappoint. We’ll see, in 2024.

Australian Shares

The All Ords shadowed world markets rising 9.7% (↓11%). Resource stocks
rose as commodity prices rebounded while index heavy financials and large 
retailers & banks regained some of their heavy 2022 losses. Smaller compa-
nies underperformed as rising wages costs and less pricing power damaged
ƚŚĞ�ďŽƩ Žŵ�ůŝŶĞ͘�t Ğ�ĂƌĞ�ĐŽŵĨŽƌƚĞĚ�ƚŚĂƚ�ŽƵƌ�ƉƌĞĨĞƌƌĞĚ�ŝŶǀ ĞƐƚŵĞŶƚ�ĨƵŶĚƐ�ĂƌĞ�
skewed towards value based businesses able to withstand a challenging
ĞŶǀ ŝƌŽŶŵĞŶƚ͘ �>ŽŽŬŝŶŐ�ĂŚĞĂĚ�ǁ Ğ�ĨĂǀ ŽƵƌ��ƵƐƚƌĂůŝĂŶ�ĞƋƵŝƟĞƐ�ƚŽ�Žǀ ĞƌƐĞĂƐ�ĂƐ�
ŽƵƌ�ĐƵƌƌĞŶƚ�ĞĂƌŶŝŶŐƐ�ŵƵůƟƉůĞƐ�ĂƌĞ�ůĞƐƐ�ĚĞŵĂŶĚŝŶŐ͘�WĂƌĂĚŽǆŝĐĂůůǇ͕�ǁ Ğ�ĞǆƉĞĐƚ�
ŵĂƌŬĞƚƐ�ǁ ŝůů�ƌĂůůǇ�ŽŶĞ�ůĂƐƚ�ƟŵĞ�ŽŶ�ǁ ĞĂŬ�ĞĐŽŶŽŵŝĐ�ŶĞǁ Ɛ͕ �ďĞĨŽƌĞ�ƌŽůůŝŶŐ�Žǀ Ğƌ͘

Residential Property

ZĞƐŝĚĞŶƟĂů�ƐƵƉƉůǇ�ŝƐ�ĐƵƌƌĞŶƚůǇ�ĞǆƚƌĞŵĞůǇ�ƟŐŚƚ͕ �ŬĞĞƉŝŶŐ�ƉƌŝĐĞƐ�ŚŝŐŚ͘ �WĞŽƉůĞ�
are not so much borrowing as they are swapping houses (downsizing) or
paying cash at the mid to top end of the market. �ƵǇĞƌƐ�ĂƌĞ�ŶŽǁ �Į ŐŚƟŶŐ�
the RBA. So long as prices go up, so will interest rates ͕ �ƵŶƟů�ŽŶĞ�ƚƌŝďĞ�
ďƵĐŬůĞƐ͘ ��ŽŶƐŝƐƚĞŶƚ�ǁ ŝƚŚ�ŽƵƌ�ůŽŶŐĞƌ�ƚĞƌŵ�ǀ ŝĞǁ ͕ �ŝŶ�ƟŵĞ�ǁ Ğ�ĞǆƉĞĐƚ�ŵŽƌĞ�ǀ ĞŶ�
ĚŽƌƐ�ĨŽƌ�ŵĂŶǇ�ƌĞĂƐŽŶƐ�ǁ ŝůů�ƉƌĞƐĞŶƚ�ƉƌŽƉĞƌƟĞƐ�ƚŽ�ƚŚĞ�ŵĂƌŬĞƚ�ŝŶĐƌĞĂƐŝŶŐ�ƐƵƉͲ
ƉůǇ�ĂŶĚ�ĞĂƐŝŶŐ�ƵƉǁ ĂƌĚ�ƉƌŝĐĞ�ƉƌĞƐƐƵƌĞƐ͕ �ƵŶƟů�ƉƌŝĐĞƐ�ŵĂƚĐŚ�Ăī ŽƌĚĂďŝůŝƚǇ͕�Ăƚ�
ǁ ŚĂƚĞǀ Ğƌ�ůĞǀ Ğů�ƚŚĂƚ�ŵĂǇ�ďĞ͘�ZĞĂů�ĞƐƚĂƚĞ�ĂŐĞŶƚƐ�ƐĞĞ�ŚĂŶĚƐ�ŐŽ�ƵƉ͕ �ŽŌĞŶ�ďůŝŶĚ�
ƚŽ�ǁ ŚĞƌĞ�ƚŚĞ�ŵŽŶĞǇ�ĐŽŵĞƐ�ĨƌŽŵ͘ �t Ğ�ƐĞĞ�ƚŚĞ�ŽƚŚĞƌ�ƐŝĚĞ�ŽĨ�ƚŚĞ�ƚƌĂŶƐĂĐƟŽŶ�
and many investors beginning to feel the pinch of rising holding costs.

Interest Rates & Cryptocurrencies
Interest rates are peaking, with spending now beginning to fall sharply.
However, unlike other episodes when rates fell to protect markets, we
sense all central bankers are determined not to repeat their past errors. In
the 1980s FED Chair Paul Volker famously crushed markets by raising rates
ƚŽ�ϭϴй ͕ �ŚŽůĚŝŶŐ�ƚŚĞŵ�ƚŚĞƌĞ�ƵŶƟů�Ăůů�ŝŶŇĂƟŽŶĂƌǇ�ŝŵƉƵůƐĞƐ�ǁ ĞƌĞ�ĞůŝŵŝŶĂƚĞĚ�
ďǇ�Ă�ŐůŽďĂů�ƌĞĐĞƐƐŝŽŶ͕ �ĂŌĞƌ�ŚŝƐ�͞ŇŝƉ-flop” predecessor Arthur Burns failed.

Current FED Chair, Jerome Powell has declared he is “Keeping At It”, emu-
ůĂƟŶŐ�s ŽůŬĞƌ�ŶĞĞĚŝŶŐ�ƚŽ�ƐĞĞ�pain. The RBA similarly sees wages pressures
ĂŶĚ�ĞǆĐĞƐƐ�ĚĞŵĂŶĚ͕ �ƚŚĞ�ƌŽŽƚƐ�ŽĨ�ŝŶŇĂƟŽŶ͕ �ĂƐ�ŝƚƐ�ŶĞŵĞƐŝƐ͘ �dŚŝƐ�ĐǇĐůĞ�ůŽŽŬƐ�
ĚĞƐƟŶĞĚ�ƚŽ�ĨĂůů�ŝŶƚŽ�ƚŚĞ�ƌĂƚĞƐ�higher for longer category which does not
augur well for anyone. It is uncommon to see sustained asset price rises at
ƚŚĞ�ƐĂŵĞ�ƟŵĞ�ĂƐ�ĐƌĞĚŝƚ�ŝƐ�ĐŽŶƚƌĂĐƟŶŐ͘��ŽƵůĚ�ŝƚ�ďĞ�͞ ƚŚŝƐ�ƟŵĞ�ŝƐ�Ěŝī ĞƌĞŶƚ͟ ?
Crypto owners believe so, with coins rising 20%-80% since January 2023.

We do not apologise for our sombre outlook. Much is at stake for all of us.
�ƚ�ƚŚŝƐ�ůĂƚĞ�ƐƚĂŐĞ�ŽĨ�Ă�ŵĂƚƵƌĞ�ĐǇĐůĞ͕�ǁ Ğ�ĞǆƉĞĐƚ�ƚŚĞ�ďĂƩ ůĞ�ďĞƚǁ ĞĞŶ�ƉŽƚĞŶƟĂůͲ
ly marginal and short lived gains and weighty enduring capital losses to be a
no contest. In an old story, it wasn’t raining when Noah built his ark.

SGC Increases to 11% and Super Cap to $1.9m from 1st July 2023

On a bright note, the future savings of workers will be enhanced as the em-
ployer mandated payment to their super savings increases to 11% p.a. Com-
ƉƵůƐŽƌǇ�ƐƵƉĞƌ�ĂƐ�ŝŶƚƌŽĚƵĐĞĚ�ďǇ�WĂƵů�<ĞĂƟŶŐ�ŝŶ�ϭϵϵϮ�;Ăƚ�ϯй Ϳ͘ ���ŚĂƌĚ�ǁ ŽŶ�ƚĂǆ�
ƌĞĨŽƌŵ�ĨƌŽŵ�Ă�ƟŵĞ�ǁ ŚĞŶ�ƉŽůŝƟĐŝĂŶƐ�ŚĂĚ�ƐƉŝŶĞƐ͘ �/ƚ�ƐŝŐŶŝĮ ĐĂŶƚůǇ�ŝŶĐƌĞĂƐĞĚ�ƚŚĞ�
ƌĞƟƌĞŵĞŶƚ�ƐĂǀ ŝŶŐƐ�ŽĨ�ƚŽĚĂǇ͛Ɛ��ŽŽŵĞƌƐ�ǁ ŚŝůƐƚ�ĂůƐŽ�ƉƌŽǀ ŝĚŝŶŐ�Ă�ŐƌŽǁ ŝŶŐ�ƉŽŽů�
ŽĨ�ĐĂƉŝƚĂů�ĨŽƌ��ƵƐƚƌĂůŝĂ͘ �dĂǆ�ĐŽŶĐĞƐƐŝŽŶƐ�ĞŶƟĐĞ�ƉĞŽƉůĞ�ƚŽ�ƐĂǀ Ğ�ƐŽ�ƚŚĂƚ�ƚŚĞǇ�
ĐĂŶ�ŚĂǀ Ğ�ďĞƩ Ğƌ�ůŝǀ ĞƐ͘ �K Ƶƌ�ƌĞƟƌĞŵĞŶƚ�ƐǇƐƚĞŵ�ŝƐ�ƚŚĞ�ĞŶǀ Ǉ�ŽĨ�ƚŚĞ�ǁ ŽƌůĚ͘ �dŚĞ�
ĐŽƵŶƚĞƌ�ĨĂĐƚƵĂů�ƉŽƐĞƐ�ĂŶ�ŝŶƚĞƌĞƐƟŶŐ�ƋƵĞƐƟŽŶ͘ �Would people have saved (as)
much, if employer super wasn't compulsory?

INCOME TAX

Boomers leaving the workforce
are being replaced by many
high income Gen Xs.

In 2020-21 ATO data illustrates
who shoulders the bulk of our
tax burden.

The 4.1% earning over $180k
pay 35.4% of our taxes. The top
11.7% pay over 55%. It is not
correct to say the richest peo-
ple are not paying their fair
share.

In 2023 Australia enjoyed a
ĐŽŵŵŽĚŝƟĞƐ�ďŽŽŵ�ĂŶĚ�ůŽǁ �
unemployment windfall in-
creasing tax revenue to a rec-

ord high 24% of GDP. Although the government has tried to be responsible,
ƚŚŝƐ�ǁ ŝŶĚĨĂůů�ǁ ĂƐ�ůĂƌŐĞůǇ�ƐƉĞŶƚ�ŵĞĞƟŶŐ�ƚŚĞ�Ěŝǀ ĞƌƐĞ�ǁ ĂŶƚƐ�ŽĨ�ŝƚƐ�ƚƌŝďĂů�ŝŶƚĞƌͲ
ests, young and old. Government spending programs reached a new high
with ŶŽƚŚŝŶŐ�ůĞŌ�ƚŽ�ƌĞĚƵĐĞ��ƵƐƚƌĂůŝĂ͛Ɛ�ĚĞďƚ. So what, one may ask?

In a recent “fireside chat” with John Anderson, former 
Deputy PM, ex-dƌĞĂƐƵƌĞƌ�WĞƚĞƌ��ŽƐƚĞůůŽ�ǁ ŚŽ�ĐƌĂŌĞĚ�
our last genuine tax reform, the GST, when asked about
the future INTEREST PAYABLE on Australia’s A$1tr debt
said “That’s the Medicare System”. Absorb that for a
moment. The annual interest bill alone on our debt
costs us our health system, forever. No one seems to
care. Just print more money, right?

Let’s pivot our minds to the annual cost of our world
high household mortgage interest. Are the majority of
ƉĞŽƉůĞ�ĐƵƫ ŶŐ�ďĂĐŬ�ŽŶ�ĂŶǇƚŚŝŶŐ�ǇĞƚ͍ �K ƌ�ŝƐ�ŝƚ�ƚŚĞ�ŐŽǀ ĞƌŶͲ
ment and RBA’s job to make it all go away, so we can just keep on borrow-
ŝŶŐ͕�ƐƉĞŶĚŝŶŐ�ĂŶĚ�ƉƌĞƚĞŶĚŝŶŐ�ǁ Ğ�ĂƌĞ�ĐŽůůĞĐƟǀ ĞůǇ�ŽŬĂǇ͍

We respect the fact that no one knows the future and we could “muddle
our way” through tomorrow’s challenges. As such, each Zanacorp client
ŚŽůĚƐ�Ă�ƉĞƌƐŽŶĂůŝƐĞĚ�ĂŶĚ�Ěŝǀ ĞƌƐŝĮ ĞĚ�ƉŽƌƞŽůŝŽ͕ �ƌĞƚĂŝŶŝŶŐ�ĂƉƉƌŽƉƌŝĂƚĞ�ůĞǀ ĞůƐ�ŽĨ�
both growth and defensive assets. We don’t bet on single outcomes.

Our somewhat bleak forecasts need to be read understanding the chasm
between what is IMMINENT and what is INEVITABLE. Put simply, our short
ƚĞƌŵ�ǀ ŝĞǁ �ŝƐ�ŵŽƐƚ�ŵĂƌŬĞƚƐ�ǁ ŝůů�ĐŽŶƟŶƵĞ�ƚŽ�ŵĞůƚ�ƵƉ�ŝŶ�ƚŚĞ�ŚŽƉĞ�ƚŚĂƚ�ƉƌŽďͲ
lems are fixable. However, our longer term view is that markets will melt 
down as the fixing brings with it pain. Today’s FOMO is tomorrow’s FEAR.


