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I 35% of companies

1 27% of companies

CCOPER

WEALTH MANAGEMENT

REPORTING
SEASON

Corporate Profits improved (slowly)

Downside to FY17 numbers in industrials (BXB, TLS)

Sound numbers from banking

Industrials Dividend Payout ratio rose to 79.2%
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Which means inflation is not picking up

Underlying Inflation*

Weighted median

Trimmed mean

1996 2001 2006 2011 2016

*  Excluding interest charges prior to the September quarter 1998 and
adjusted for the tax changes of 1999-2000

Sources. ABS; RBA
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Risks to the market late last year

Exhibit 14: What do you consider the biggest 'tail risk' ?

EU disinte gration

Crash in bond market! nsing credt spreads
Republican wns the White House

3 inflation

Tapenng of QE by ECB/BoJ

BEuropean Banks default

Renewed China devaluation

Cther [please specify)

Announcement of “Helicopter mone

: : m Oct-16
Democrat mans the White House
Global terror threat Sep-1b
0 5 10 15 20 25

Source: BofA Merrill Lynch Global Fund Manager Survey

Bank af America Merrill Lynch
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Risks to the market - Along the way

Exhibit 17: What will be the most likely catalyst to cause an end to the 8-year equity bull market?
Protectionist policies

Higher interest rates

A ffinancial event”

Weaker earnings

Other (please specify) m Feb-17

] 1 1 1 1

10 20 30 40

o

Source: BofA Merrill Lynch Global Fund Manager Survey
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Risks to the market - Now

Exhibit 14: What do you consider the biggest “tail risk"?

Chinese credit tightening —

Crash in global bond markets
Trade war

Delay in US corporate tax reforms

]HI

EU disintegration risk

Other (please specify) ® May-17

W Apr-17
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Liquidity/Funding stress
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Source: BofA Merrill Lynch Global Fund Manager Survey

CCOPER

WEALTH MANAGEMENT




Interest Rate Outlook

0,
25%
2 - 110 bps
A\ difference in
long-term Fed
funds rate
1.5 - expectations
since the
November
1 \\/ meeting
(pre-US
election)
0.5 -
0 T T T 1
2016 2017 2018 2019

== November Fed Meeting (2-Nov-16) = Latest Fed Meeting (19-Dec-16)

Source: Bloomberg
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Now 2.75%
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Debt Levels

Household Finances*
Per cent of household disposable income

% Debt Interest paid** %
175 — 14
150 12
125 / 10

/\
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1992 2004 2016 1992 2004 2016

*  Disposable income is after tax and before the deduction of interest
payments

“* Excludes unincorporated enterprises

Sources: ABS; RBA




“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.”

MICHAEL KNOX

“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."

BILL EVANS
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#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

:

= . Shares
z Alternative
investments
= _ Property
(= Fixed
iy interest
Ju
E Cash .
by
@
e
" Defensive assets Growth assets
Lo Expected risk High
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The Payoff between risk and return

12% -
10% -
£ 8% -
3 Global Govt Bonds e
w i 3
g: 6% _Austrahan Fixed hteresl
B ® Australian Cash
2
S 4% -
= =
e Australian Inflation
2%
0% L) L) Ll
0.0% 2.5% 5.0% 7.5% 10.0% 12.5% 15.0%

Historical standard deviation of returns
# of years: 15.0 to 31-10-2013

Sources: Barclay's Captal, Bentham, BoA Meril Lynch, Bloomberg, Credit Suisse, JP Morgan, Morgan Staniey & UBS.
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The importance of
Asset Allocation
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ASSET CLASSES

) Australian Shares
International Shares
International Shares {Hedged)'
US Shares

@ Australian Bonds
International Bonds (Hedged)?

@ Australian Listed Property
International Listed Property?

® Ccash




Asset Allocation

e |s NOT Diversification
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Asset Allocation

* Is NOT Diversification
* Can be changed / tactical

CCOPER

WEALTH MANAGEMENT




Asset Allocation

* Is NOT Diversification
* Can be changed / tactical

* |s not the same for everyone
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Asset Allocation

Is NOT Diversification

Can be changed / tactical

Is not the same for everyone

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

Financial Analysts Journal, 1986




#2
PORTFOLIO STRATEGY AND DIVERSIFICATION




Don’t stop at performance

Historic Price Performance Period 10/03/14 - 10/03/17

x ™ ™ ™ \2) \2) \&) \2)
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— \arket Your Portfolio
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Does your portfolio match your objectives?

Your Portfolio Fundamental Scores Snapshot

Dividend Yield Dividend Payout P/E Ratio EPS Growth Fair Value
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Understand the relationship to the market

Your Portfolio s farket s our Fortfolio

@ annual return: 8 46%
@ annual standard deviation: 19.25%

Market
@ annual return: 2 71%

@ annual standard deviation: 13.99%

-100.00% -50.00% 0.00% 50.00% 100.00% 150.00%
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Where does your risk come from?

Sources of Risk

of 0.72% or the upper end of 5.88% depends on the
individual holdings, it is important to understand that

= AVB PDN = CBA not all shares contribute equally to this risk (nor does it
depend solely on the weighting of

‘\ EVN HIDX OTL Given that whether yeur portfolio returns the lower end

¥ BHP MNAB WOW Each share has its own risk characteristics (some
move more than others) and so it's important to
understand where the risk comes from in your porifolio.

The Balance between Risk and Return

30% - DTL
’ & EVN Just as we can measure now the risk (from beta and
20% 4 & Ave tracking errer) and retumn of your portfolio, we can also
10% - measure that for each of the shares you own.
0% G’ﬁ B.'?Aﬂ T T , MNaturally, when you take a higher level of risk, you
E 0% 40% E0% 30% expect a higher level of return.
S10% - & woWr BHP
&m i IDX The chart below plots each of the shares you own
according to their historical returns (on the x axis) and
-30% 4 their historical volatility (on the y axis).
-40% 1 Pay attention to the outliers which are more volatile,
-50%, | ’ PDN especially if they show a sub-optimal level of return.

o \ /
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#2
USE STRATGIES TO REDUCE VOLATILITY
(AND INCREASE CASH FLOW)




What is an Option?

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
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SITION
ODEVELOPMENT




could redevelop it would
be worth $1.5m!
But it’s a big risk if | can’t...
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I’ll offer $100,000
to hold it for me for a year
and I’'ll see what | can do...
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At the end of the year there are 2 possibilities

| can’t get approval

() They keep $100,000

@ | walk away

WEALTH MANAGEMENT




At the end of the year there are 2 possibilities

| can't get approval | can get approval

(&  They keep $100,000 () They keep the $100,000

@ IVENQEIEY, @ | pay the $1m agreed price

@ | start the project (carry the
O Risk and the upside)
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How does the seller feel?

If they don’t sell it? If they do sell it?
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What is an Option?

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)
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Can you increase returns?

CBase (XJO.ASX@AUX): 89.5036 CBase (XBW.ASX@AUX): 219.1988
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And reduce risk?

24-Month Rolling Annualized Standard Deviation

m— Russell 2000 TR 2% OTM Buy-Write
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Managing Risk

01 ASSET ALLOCATION

DIVERSIFICATION AND ﬁ %

STRATEGY N —

STRATEGIES TO =t e
DECREASE VOLATILITY em—
-
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The legal stuff

Disclaimer

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

prER consent of Cooper Wealth Management, AFSL 477022.
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