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REPORTING
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• Corporate Profits improved (slowly)
• Downside to FY17 numbers in industrials (BXB, TLS)
• Sound numbers from banking
• Industrials Dividend Payout ratio rose to 79.2%

35% of companies

27% of companies



Wage growth has 
been slowing



Which means inflation is not picking up



Risks to the market late last year



Risks to the market – Along the way



Risks to the market - Now



Interest Rate Outlook

Source: Bloomberg

Now 2.75%



Debt Levels



M I C H A E L  K N O X

“These tax cuts expand the US budget deficit and 
provides additional stimulus at that time. With the 
economy at full employment in 2018, the Fed will
need to further increase rates to soak up some of 
that stimulus. Rates may begin to normalise very
rapidly. We could begin to move to higher rates 
much more quickly than the market currently thinks.”

CHIEF ECONOMIC, MORGANS

B I L L  E VA N S

“We do not expect that the Australian economy will 
be sufficiently robust in 2018 to justify a return to a 

tightening cycle and continue to forecast rates on 
hold in 2017 and 2018.”

WESTPAC



#1 
THE CHEAPEST WAY TO REDUCE AND MANAGE RISK



#1 
THE CHEAPEST WAY TO REDUCE AND MANAGE RISK

IS ASSET ALLOCATION



The Payoff between risk and return



The Payoff between risk and return



The importance of 
Asset Allocation



Asset Allocation

• Is NOT Diversification



Asset Allocation
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• Can be changed / tactical



Asset Allocation

• Is NOT Diversification
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• Is not the same for everyone



Asset Allocation

• Is NOT Diversification
• Can be changed / tactical
• Is not the same for everyone
• Should be rebalanced



Asset Allocation explains 93.6% of the variation in a portfolios quarterly returns

93.6 %

Asset Allocation

Financial Analysts Journal, 1986



#2 
PORTFOLIO STRATEGY AND DIVERSIFICATION



Don’t stop at performance



Does your portfolio match your objectives?



Understand the relationship to the market



Where does your risk come from?



#2 
USE STRATGIES TO REDUCE VOLATILITY 

(AND INCREASE CASH FLOW)



An Options allows the Buyer (“Taker”) of an Options the Right, but not the Obligation, to buy 
or sell a security at a predetermined price (“The Strike”) before a predetermined date 

(“Expiry”).

To acquire this Option, the Taker pays a premium to the Seller (“Writer”) of the Contract

What is an Option?









They keep $100 ,000

At the end of the year there are 2 possibilities

I  wa lk  away

I  can ’ t  get  approva l



They keep $100 ,000

At the end of the year there are 2 possibilities

I  wa lk  away

They keep the $100 ,000 

I  pay  the $1m agreed pr ice

I  s tar t  the pro ject  (car r y  the
Risk  and the ups ide)

I  can ’ t  get  approva l I  can get  approva l



If they do sell it?If they don’t sell it?

How does the seller feel?



Use the shares you own (or buy shares) and sell a call over those shares for a premium.

•Generate Additional income from the Call premium you receive
•Continue to receive dividends (subject to early exercise)
•Limited protection against a falling price
•You chose the strike price (and therefore the price at which you’re happy to sell at)

What is an Option?



Can you increase returns?



And reduce risk?



Managing Risk
In uncertain times

ASSET ALLOCATION

DIVERSIFICATION AND 
STRATEGY

STRATEGIES TO 
DECREASE VOLATILITY

01

03

02



This presentation is provided for general information purposes only and is not intended as an offer to enter into any transaction.  This information contained in it is not 
necessarily complete and its accuracy can not be guaranteed.  We have prepared this presentation without consideration of the investment objectives, financial situation 

or particular needs of any individual investor.

Before a client makes an investment decision, a client should, with or without Cooper Wealth Management’s assistance, consider whether any advice contained in the 
presentation is appropriate in light of their particular investment needs, objectives and financial circumstances. It is unreasonable to rely on any recommendation 

without first having spoken to your adviser for a personal recommendation.

The information contained in this presentation has been taken from sources believed to be reliable. Cooper Wealth Management Pty Ltd does not represent that the 
information is accurate or complete and it should not be relied on as such. Any opinions expressed reflect Cooper Wealth Management‘s judgment at this date and are 

subject to change. Cooper Wealth Management and/or its affiliated companies may make markets in the securities discussed. Further Cooper Wealth Management 
and/or its affiliated companies and/or their employees from time to time may hold shares, options, rights and/or warrants on any issue included in this presentation and 

may, as principal or agent, sell such securities. 

The Directors of Cooper Wealth Management advise that they and persons associated with them may have an interest in the above securities and that they may earn 
brokerage, commissions, fees and other benefits and advantages, whether pecuniary or not and whether direct or indirect, in connection with the making of a 
recommendation or a dealing by a client in these securities, and which may reasonably be expected to be capable of having an influence in the making of any 

recommendation, and that some or all of our representatives may be remunerated wholly or partly by way of commission.

The presentation is proprietary to Cooper Wealth Management and may not be disclosed to any third party or used for any other purpose without the prior written 
consent of Cooper Wealth Management, AFSL 477022.

The legal stuff
Disclaimer


