HIGHER YIELDS YOUR FUND

@ SEVEN THINGS ABOUT
MANAGER WON'T TELL YOU




Agenda: Reaching for yield

Real Bond yields are negative - but for how long
Australian bond yields have reversed

Corporate bond yields are a trap entering recessions
Dividend Yields that are too good to be true

No need to reach for yield

Do you need yield, or are you looking for stability?
Inflation linked bonds for the hyperinflationistas

Implications For markets



Latest Inflation Core (%)

Real Bond yields are negative: Global Real Rates
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Real Bond yields are negative: Australian Inflation Expectations

Australia - Inflation Expections
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Real Bond yields are negative: $500bn Fixed-rate mortgage reset
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$Abn  (expiry schedule, $Abn per 6 months)  $Abn

60 60

40 |- 1 40
Source: CBA

20 41 20

0 0

Jun Dec Jun Dec Jun Dec Jun Dec
22 22 23 23 24 24 25 25



Real Bond yields are negative: Inflation Source

Australia - Contributions to Annual Inflation Rate (points)

Australia - Contributions to Quarterly Inflation Rate (points)
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Real Bond yields are negative: Wage growth has changed

Unemployment rate and private sector wages growth
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Australia vs US Spreads: Rapid Decline

Australia / US Yield Spreads
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Australia vs US Steepness: No longer diverging

Australia / US Bond Steepness
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Volatility High

Market Summary > Merrill Lynch Option Volatility Estimate
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US corporate bond yields up

Historical Corporate Bond Yields--Five-Year Maturity
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Spreads still low

Wider Ahead?

Junk-bond spreads are lower than past recessionary periods
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Dividend Yields: Too good to be true?

Figure 4: Dividend Payout Ratios
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Dividend Yields: Too good to be true?

Figure 4: Dividend Payout Ratios
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Dividend Yields: Too good to be true?

Payout Ratio (Dividends / Profit) (Busbicks ¥ Dividends) | prht
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Dividend Yields: For stability?
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Dividend Yields: For stability?
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Dividend Yields: For stability?
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Dividend Yields: For stability?

Figure 2.
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Dividend Yields: Diversification

Sector Correlations, 1999-2018
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Inflation Linked: If you expect hyperinflation
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If you expect hyperinflat

Inflation Linked
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Inflation Linked: If you expect hyperinflation

Figure 2.
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Viewer question of the week:

Has the bond opportunity passed, or is there more to come?

Drop your answers in the comments



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 keep falling

Further capitulation of stocks

Australian long-end to roll as RBA and Fed hike



More from Nucleus Wealth:

Content: Nucleuswealth.com/content

Have a guest or topic suggestion for the
show?
Leave a comment on YouTube

Social media:
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Linkedin.com/company/nucleuswealth

Instagram.com/nucleus_wealth
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