
The six horsemen of global 
recession



Agenda: Disturbing Truths about ASX Valuations

● Global Valuation overview

● Australia vs World

● Sectors

● Stocks

● Reportings season and earnings

● Implications for markets



All is not as it seems

Source: Nucleus Wealth, Capital IQ



Valuation 101



Valuation Exuberance or Prescience?



Prescient on Earnings, not so much on Price change



Prescient on Earnings, not so much on Price change

Change in Price =

+/- Growth expected in earnings from the first year to the second year

+/- Revisions in growth expectations from the first year to the second year

+/- Earnings surprise as first-year earnings go from a forecast to an actual

+/- Change in valuation multiple



Price change decomposition: year to 30 June

Source: Nucleus Wealth, Capital IQ



Price change decomposition: year to 30 June 2022

Source: Nucleus Wealth, Capital IQ



12m Forward P/E: distributions matter. 

90th=20% above

75th = 7% above

50th = 2% above

25th = 23% below

10th = 37% below

Source: Nucleus Wealth, Capital IQ



24m Forward P/E: distributions matter. 

Source: Nucleus Wealth, Capital IQ



12m Forward P/E: distributions matter. 
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12m Forward P/E: sector relative to world 

Source: Nucleus Wealth, Capital IQ
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All is not as it seems
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All is not as it seems
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Stocks

Source: Nucleus Wealth, Capital IQ



Reporting Season

Source: Nucleus Wealth, Capital IQ



Reporting Season

Source: Nucleus Wealth, Capital IQ



Agenda: Implications for markets

● Inverted yield curve signalling recession

● Stocks expensive given declining earnings prospects

● Inflation has lowered level of Fed “put” and needs a commodities bust

● DXY bull market to make it worse. AUD to continue falling

● Eventual capitulation of stocks



Will you still buy Aussie stocks at these valuations?
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