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Market Performance to 30 June 2018: 

 
Source: Bloomberg 

 
Clearly the recent period has been marked by geopolitical concerns and events. This has caused some severe price action 
in certain market areas based on market participants speculating about what it all means. We'll give a brief re-cap of some 
of the larger events that have shaped recent times, but will spend more time delving Into what they could potentially mean 
and the environment we find ourselves in - and obviously what we think this could mean for asset markets going forward - 
in the market outlook. Clearly the big topic of conversation is the tariffs imposed by the US on primarily Chinese goods and 
services. Initially totalling $50B, China retaliated with tariffs of their own but on very specific and targeted areas of Trump's 
voting populace. The US then came out threatening up to $500B in tariffs, but have now executed on $200B. How this all 
could play out we will discuss in the market outlook below, but the short version is that we don't have a definitive answer. 
What we can do is play out various scenarios given the evidence at hand and postulate what could occur. 
 
In addition to trade threats, we have seen further uprisings amongst the populist movement around the world. The US has 
voted in an anti-establishment president, Britain voted to leave the EU, Germany (which is usually a very stable region 
politically) had trouble forming a Government quickly, the French voted in a candidate with little-to-no political history 
(somewhat similar to the US) and in Italy you have the Five Star movement and Northern League - the left and right of 
politics, forming a coalition after their elected representative for Finance Minister Paolo Savona (who was vetoed by 
President Sergio Mattarella for his 'anti-EU' stance), has now been appointed minister for EU affairs. 
 

Aus Equities 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

S&P/ASX 200 8.74% 5.00% 12.73% 10.90% 12.04% 11.04% 7.99%

S&P/ASX Midcap 50 Index 5.34% 3.49% 13.42% 18.52% 17.87% 12.98% 8.19%

S&P/ASX Small Ordinaries Index 7.73% 5.06% 23.68% 16.19% 12.81% 6.23% 3.48%

Global Equities (local Currency) 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

MSCI ACWI Index 0.75% -0.15% 11.11% 8.82% 9.88% 8.78% 6.41%

FTSE All-World EX US Index (USD) -2.35% -3.52% 7.25% 5.76% 6.65% 4.75% 3.34%

Regional Equities (local Currency) 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

S&P 500 3.43% 2.65% 14.54% 12.02% 13.29% 13.39% 10.16%

S&P US Midcap 400 index 4.29% 3.49% 13.66% 10.94% 12.45% 12.16% 10.76%

Russel 2000 Small Cap Index 7.75% 7.67% 17.49% 11.17% 12.17% 11.98% 10.59%

Nikkei 225 Japan Index 5.53% -1.06% 12.41% 5.48% 11.98% 14.59% 7.13%

MSCI Europe Index 4.28% -0.07% 2.97% 2.70% 8.87% 8.33% 6.07%

Emerging Market Equities (local Currency) 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

MSCI Emerging Markets index -7.78% -6.60% 8.19% 6.50% 5.36% 1.96% 2.61%

MSCI AC Asia Pacific Excluding Japan Index -3.38% -4.02% 9.30% 8.14% 8.19% 5.49% 6.02%

Real Assets (local Currency) 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

FTSE EPRA/NAREIT Develop Index 11.14% 3.77% 4.01% 5.14% 9.32% 10.61% 8.93%

S&P/ASX 200 A-Reit index 9.98% 3.01% 9.77% 9.96% 12.44% 13.64% 6.03%

S&P Global Infrastructure Index 2.62% -3.03% 1.58% 5.93% 8.11% 6.68% 4.10%

Domestic Bonds 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

Australian Bond All maturity Composite 0.82% 1.69% 2.71% 3.35% 4.43% 5.24% 6.09%

Australian Corporate Bond Composite 0.73% 1.54% 3.54% 3.96% 4.83% 5.70% 6.65%

Australian Inflation Linked Bond Composite 1.28% 2.19% 3.43% 2.72% 4.78% 5.76% 5.72%

Bloomberg Australian Bond Treasury 0+ year Index 0.77% 1.80% 2.51% 3.20% 4.19% 4.95% 5.69%

Bloomberg Ausbond Credit FRN 0+ Year Index 0.60% 1.04% 2.60% 2.94% 3.24% 3.88% 4.40%

Global Bonds (Local Currency) 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

Barclays US Treasury Total return (USD) 0.10% -1.08% -0.81% 1.01% 1.48% 2.05% 2.97%

Barclays Global Aggregate Composite AUD Hedged 0.15% 0.06% 1.72% 3.85% 4.94% 5.81% 6.90%

Barclays UK Government All Bonds Total return index (USD) 0.14% 0.20% 1.96% 4.95% 5.17% 5.65% 6.30%

German Bonds (Euro) 1.29% 1.54% 1.93% 1.89% 2.77% 3.75% 4.64%

Global Credit (Local Currency) 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

US Investment Grade Credit -0.98% -3.27% -0.97% 3.09% 3.49% 4.05% 5.39%

Global Investment Grade Credit -2.37% -3.18% 0.27% 2.98% 2.63% 2.84% 3.80%

Barclays US Corporate High Yield AUD Hedged 1.01% 0.07% 2.75% 6.37% 6.93% 8.32% 9.98%

European High Yield or BB rated bonds -1.30% -1.81% 0.67% 4.51% 5.65% 6.95% 8.77%

Emerging Market Debt (USD/AUD) 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

JP Morgan EMBI Global Core Index (AUD Hedged) -4.14% -6.14% -2.45% 5.16% 6.10% 6.82% 8.41%

Commodities 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

Gold spot in USD -5.47% -3.85% 0.51% 2.08% 0.18% -2.62% 2.98%

Gold spot in AUD -2.02% 1.35% 4.36% 3.26% 4.53% 2.58% 5.77%

Crude Oil Prices: Brent 13.05% 18.80% 67.52% 8.61% -5.06% -4.84% -5.50%

CRB Commodity index (AUD) 6.47% 9.21% 20.88% -2.33% -2.06% -2.25% -5.63%

LME Index (AUD) 3.77% -0.99% 16.43% 8.38% 5.74% 1.68% 0.40%

Iron Ore (AUD) 3.02% -9.78% 1.38% 0.71% -8.38% #VALUE! #VALUE!

FX 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

USD index (USDX, DXY) 4.79% 2.55% -1.21% -0.11% 2.61% 3.41% 2.69%

AUDUSD Spot Exchange Rate -3.48% -5.17% -3.47% -1.13% -4.20% -5.02% -2.60%

Other 3 Month Return 6 Month Return 1 Year Return 3 Year Return 5 Year Return 7 Year Return 10 Year Return

HFRX Index Performance (in AUD) 0.46% 1.38% 4.05% 1.75% 3.37% 2.35% 2.56%

HFRX Trend Following in AUD 0.22% -1.81% 0.48% -1.06% 0.06% -0.67% -2.54%
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This Increased wave of populism stems from the extremes of inequality we're seeing around the world post the GFC. The 
stimulus packages injected into the system to stave off a collapse of the financial system have led to a dramatic rise in 
financial assets (capital) but have only just started filtering through to wages growth now (labour). Essentially those that 
already had wealth in the form of financial assets have seen those assets grow in value, while the less fortunate didn't have 
financial assets and so didn't benefit from this escalation in asset prices. So the voting public has decided that they want 
something different. The lack of an articulate mission statement from the 'Occupy Wall Street' movement is an example of 
how people want change, but they aren't exactly sure what change they want, or how to go about getting it. 
 
Interestingly the talk of populism and trade wars has caused great concerns that the wave of globalisation that has 
occurred over the last 30 years will now start to reverse - however, global trade seems to have peaked in around 2014: 
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Source: World Trade Organisation 
 
So global trade may have already reached a saturation point given the state of world economies, but the introduction of 
tariffs certainly won't reverse this downward trend and is likely to accelerate it. Whatever the end result, the intention is to 
re-establish a greater balance between capital and labour, with more resources or power moving to the providers of labour 
and away from the sources of capital. 
 
If this plays out well, this is a good thing for the global economy, but poses interesting questions and uncertainty for capital 
assets (stocks, bonds, property and infrastructure assets). It means greater wealth for the population and less disparity 
between the 'haves' and the 'have-nots'. Here in Australia the difference is far less than in areas such as Europe and the 
US, which is why we see more activity in those regions. However greater equality and social cohesion is something those 
economies should strive for - but tariffs and trade sanctions are probably not the way to achieve it.  
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Below are our current views on the outlook for a series of investible assets to provide you some context for the positioning 
within your portfolios. They are the output from our asset class risk modelling and return forecasts, which involve the 
underlying risk and return drivers, including growth outlook and market valuation. 
 

Australian Shares Neutral  No Change 

Global Shares Mildly Expensive No Change 

US Shares Expensive No Change 

Asia ex Japan Shares Neutral No Change 

European Shares Neutral No Change 

Australian Government Bonds Neutral to Mildly Expensive No Change 

Australian High Grade Credit Neutral No Change 

Global Sovereign Bonds Expensive No Change 

Global High Grade Credit Mildly Expensive No Change 

High Yield Bonds Expensive No Change 

Emerging Market Debt Mildly Expensive to Expensive No Change 

A-REITs Neutral No Change 

G-REITs Neutral No Change 

Global Listed Infrastructure Mildly Expensive No Change 

AUD Mildly Expensive No Change 

USD Neutral to Mildly Cheap No Change 

Gold Neutral Upgrade 

Cash and Term Deposits Mildly Expensive (no real yield) No Change 

 

Valuation 

 

 
Australian Equities continue to remain near historic 
average valuation multiples or slightly above 
(depending on the method used). However they have 
performed quite well of late in the face of potential 
trade sanctions from the US and China whilst other 
markets have suffered. This has made them less 
attractive as their price has appreciated yet 
underlying fundamentals have not improved in line 
with the price 

 

 
The Shiller PE, or Cyclically Adjusted Price Earnings 
Ratio (CAPE10) is the valuation metric that we are 
able to get the longest historical track record on. The 
US Is now at the same sort of level seen prior to the 
great depression, well above the highs of the GFC and 
only surpassed by the tech-bubble. However, it Is 
always worth keeping in mind that whilst this shows 
how expensive equities In the US have gotten, they 
can always get more expensive. The Nikkei reached a 
peak CAPE10 of 90 in 1989 (and has never recovered 
from that high)  
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The rest of the world ex-US looks fine from a 
valuation standpoint, and global economic growth is 
good. Equities aren’t cheap, but they certainly aren’t 
expensive either – the only problem is that they could 
suffer from the contagion effect of a US equity market 
sell-off - and an all-out trade-war could definitely 
trigger that. But we think that is a very low probability 
event 

 

 
We're keeping a close eye on the Keqiang index of 
Chinese GDP growth to get a gauge of the negative 
impacts of the sanctions placed on Chinese exports by 
the US, given the actual numbers issued by the 
Government are at least partially fictitious anyway. 
There is an argument to say that the way some of the 
sanctions have been implemented, for example in 
steel, actually hurt areas such as Germany - not China 
- and the US/China headlines are just part of Trump's 
'Art-of-the-Deal' approach.  

 

 
Whilst we don't believe Duration is particularly 
attractive, when looked at through the lens of spread 
over cash - the Australian 10 year Government Bond 
is paying a spread that is in line with historic norms. 
The difference is that the actual cash rate is very low, 
so the nominal (and more Importantly real) yield is so 
low 

 

As mentioned above, both nominal and real yields in 
duration instruments are at historically low starting 
levels. This chart is for the most common index used 
by the market, the Bloomberg AusBond Composite 
(which we believe is a flawed benchmark), but 
demonstrates the point clearly. This index is 
increasingly being made up of longer dated 
Government bonds, so as shown last quarter, its 
duration profile has steadily increased over the last 
number of years, increasing its interest rate sensitivity 
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The yield offered by Floating Rate Notes in Australia is 
still around historical averages, even though the 
majority of them are issued by domestic banks. The 
uncertainty brought about by the Royal Commission 
has meant some of these Initially sold off, meaning 
the 'spread' (or yield offered over cash) has gone up 
as can be seen from the chart, but recent activity has 
been positive. We continue to believe High grade, 
senior secured domestic credit is one area that Is 
more attractive in the debt spectrum 

Source: Bloomberg, www.econ.yale.edu/~shiller/data.htm and Innova 
 

 
As we look out at the market horizon there are a number of things that stand out quite clearly: 

• The US has injected a tax stimulus and are intending on initiating an infrastructure stimulus at arguably the late 

stage of their economic cycle…this is unconventional. 

• Global Central Banks are trying to tighten their loose monetary policy either in the form of rate hikes or 

reducing/ceasing their asset purchasing programs 

• The Global populist movement has led to some drastic changes in various nations' political narratives and 

ensuing policy, including the discussions about potential trade wars 

• The markets focus has moved to the escalating commentary between the US and China, and how China may 

retaliate to US sanctions 

• President Trump doesn't seem to be interested in making many friends, recently referring to the EU as a "foe", 

and that "Trade wars are easy to win" 

• As we've highlighted above, major asset markets are not cheap with pockets looking very expensive 

• The outlook for asset class returns over the medium to long term is muted due to the starting price which you 

have to pay for them 

• A full-blown trade war is highly unlikely, but not impossible. No-one wins in a trade war 

Let us state at the outset - trade wars are bad. That may seem a very obvious statement, but around the time of the 44th 
G7 summit meeting and Donald Trump threatening trade sanctions, investment markets seemed more pre-occupied with 
his historic meeting with Kim Jong Un. However attention has turned to the trade war scenario - quite rightly in our opinion 
given the dire outcomes that would come from one. 
 
We have read estimations that the US consumes roughly 87% of the goods and services it produces within the United 
States - this is a far higher number than any other major nation, and ultimately the reason why in a trade war scenario they 
stand to lose the least. It may be for this reason that Donald Trump has the gumption to make such bold statements as 
"Trade wars are easy to win" - let us be clear, THERE IS NO WINNER IN A TRADE WAR.  
 
The US just stands to lose the least - but overall, they will lose out as well. A trade war, should it increase input costs, 
creates challenges for many companies. Do they pass on higher costs to end consumers, or eat the cost themselves and 
see profit margins fall? Such Issues combined with global policy uncertainty in these environments make it difficult for 
companies to plan and make large investment decisions, which mutes longer term growth prospects - and such uncertainty 
has perhaps already fed through to US companies using a lot of their tax windfall for share buybacks rather than new, large 
capital spending efforts. 
 
The primary antagonists in this current game are the US and China, as the US has placed tariffs on the import of around 
$200B worth of Chinese produced goods. The world is watching to see how China reacts, as China has many ways of 
potentially retaliating. 
 
The first is to place tariffs on US imported goods - but since the US doesn't export a great deal to China, all this would really 
do is impoverish its own people. The main tool that speculators are worried about China using is the value of their currency 
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- they could let it fall in value by whatever amount as neutralises the tariffs on Chinese exports - offsetting the effects of 
the tariff. Indeed, the Chinese Yuan (CNY) has fallen close to 7% since April (see arrow below): 
 

 
Source: Bloomberg 
 
However, in August 2015 the CNY was allowed to fall quite aggressively in a very short timeframe - a matter of days - as 
can be seen in the circled section of the chart above. This precipitated a fall in equity markets of roughly 17% around the 
world. So using their currency as a tool for trade retaliation could have devastating flow on effects. However, their long 
term goal is to have the CNY viewed as a stable currency and one that is viewed as a legitimate store of wealth - the same 
way investors do with the USD. Using it as a tool in this manner weakens this position and creates uncertainty. 
 
Other obvious retaliation tactics could involve the sale of US treasuries (given China hold roughly $3T in US reserves), 
causing the long end of the yield curve to steepen and making it more expensive for corporations to obtain long-term 
financing in US Dollars - again though this would likely precipitate an equity market fall. They could potentially more 
heavily regulate US corporations operating within China (most people have heard of the massive expansion of American 
fast food chains throughout China, that is just one example. Regulating those companies hurts the US directly).  
 
China has other ways to retaliate, which are likely less obvious and potentially more sinister. What is not well known is that 
China provides roughly 80% of the world’s supply of 'rare earths metals' - these are mineral deposits which are, in fact, not 
rare at all but quite difficult to refine for mainstream use. 78% of rare earths imports in the US come from China. But why 
is that important? Because they are major component parts in many high tech and everyday items. The average iPhone for 
example uses 9 of the 17 rare earth metals in its production. GE's wind turbines used for wind farming, utilize high grade 
magnets derived from rare earth metals. LED's need rare earths, and LED's are used in all LED screens (be they TV screens, 
tablets etc.). So China has the ability to disrupt the supply chain of some fundamentally important component parts to 
major US corporations. 
 
What we would hope though, is that China takes the current situation and plays to their greatest strength (of not being 
subjected to any short term electoral cycles) and play a long-term game. They have already implemented personal tax 
reform but could use this as an opportunity to engage in land reform, build out social safety nets and further develop their 
financial system’s sophistication. This would boost domestic demand but would also have the long-term effect of boosting 
economic capacity and social well-being, as well as production efficiency and output. As stated above, China still have 
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roughly $3Trillion is US Treasuries held as foreign reserves due to their huge trade surpluses of previous years. Some of this 
may be needed to aid the financial system, but they would appear to have ample fire power to do both (support their 
financial system reform and provide for social benefits). 
 
Curve Ball 
 
Why have we got a section here named 'curve ball'? That is because all the talk and bluster between China and the US may 
actually only be a distraction from the real game that is being played. Well known political adviser Pippa Malmgren 
recently hypothesised that the steel and aluminium tariffs imposed by the US don't actually hurt China much at all, and 
that they are in fact directed at Germany. Why Germany? Because China is undergoing what will likely be the biggest 
infrastructure program in our lifetimes - the 'One-Belt-One-Road' project. This entails rail and road construction on a 
MASSIVE scale. China is no longer only the producer of cheap shoes and throw away plastic toys, they are a major producer 
of lots of high-end goods such as high-speed rail networks, and one of their major competitors are German companies. 
Germany benefitted from the European crises of 2011 by having the Euro fall in value, and subsequently their exports 
became cheaper - including rail-line engineering and high speed rail train production. The Chinese would like to be more 
competitive here, and so it may be that behind closed doors China are having private negotiations with the White House 
about getting greater competitive power against their foreign competitors. 
 
But why would the US be part of this? It may be that the US wants the One-Belt-One-Road project to involve the United 
States, as it can see itself as a declining power with the growth of this infrastructure plan. In addition, they are not happy 
with Germany's financial contribution to defence support and may in fact require China to take on board the primary 
humanitarian and economic role of re-assimilating an economically disenfranchised and psychologically traumatised North 
Korean populace into the modern world. 
 
All of this though is speculation, and reeks of 'The art of the deal' type gamesmanship which Donald Trump is known for. 
However it is also a game that the Chinese are well versed in. 
 
Portfolios and portfolio construction 
 
Whilst we look to inform the reader about current events and how they may play out in the future, Innova don't invest in a 
manner that requires us making heroic calls picking exactly what will happen with geopolitics. At the end of the day, that is 
speculation, and they have horse races and slot machines if you're interested in that. 
 
Instead we want to take a step back and look at things holistically, practically and fundamentally. Given we don't know 
what will happen with trade sanctions and retaliation, all we can do is postulate potential paths and test what the results 
could be. So what do we know? Quite a lot actually. 
 
The Federal Reserve is raising interest rates. If this is done slowly with the backdrop of strong corporate earnings growth 
and economic growth, this shouldn't cause too much disruption. However, raising rates can act as a headwind for equity, 
property, infrastructure and bond prices. It seems strange that the US has injected a tax stimulus package and plan for an 
Infrastructure stimulus package this late in the cycle - these are the sorts of things you do at the beginning of a cycle to 
kick-start a sluggish economy. Stimulus late in the cycle can lead to inflation, over-indebtedness or other unintended 
consequences. Slap tariffs on top of that and you have a mix that could be quite inflationary - hence the Federal Reserve is 
embarking on a tightening cycle. 
 
Further, we know that the major beneficiaries of the loose monetary policy we've seen since the GFC have been fixed-rate 
bonds and bond-like equities (such as property and infrastructure) and growth stocks (like Amazon, Facebook et al.). Why 
is that? Bonds because the coupon received is fixed, and higher than that on offer in cash and new bonds issued at the 
lower rate after the interest rate has been dropped. But why growth stocks and bond-like equities? Since the GFC 
economic growth has been positive, but sluggish. It has been a slow growth environment, and so investors have sought out 
businesses with higher growth prospects (the high-flying tech sector), or earnings that are stable and secure that they can 
extrapolate out into the future (property rents, infrastructure yield, consumer staples, consumer brands etc.). This makes 
sense. However, will it make sense for the next 9 years given the past 9 years? Probably not. 
 
We have seen these fast growth companies reach prices that just can't be justified - the business would need to grow at a 
rate so high for so long that they'd eventually become the entire GDP of their home nation. Further, those businesses with 
stable and predictable earnings that have been bid up in price, whilst they remain great businesses, their future cash flows 
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have been 'discounted back*' at generationally low interest rates. If those discount rates were to rise, these businesses 
would be valued at much lower levels.  

What we also know is that if the above areas have been beneficiaries, other areas of the market haven't. In a recent weekly 
blog post we talked about 'value' stocks - the value approach of investing has the most academic evidence and practical 
evidence backing its approach of all the different ways to invest in shares. However, it has had the longest period of 
underperformance compared to other styles in its recorded history. Value shares can be thought of as 'short duration' - or 
in other words, they aren't very interest rate sensitive. So as interest rates rise, they are unlikely to be as negatively 
affected as the more interest rate sensitive securities. That is because the future earnings of these business are far less 
certain, which is why they've become 'value stocks' in the first place. So they don't have stable earnings extrapolated out 
into the future being discounted at generationally low rates. Given such a long run of relative poor performance, this might 
be a good time to act counter-cyclically to the market. 

On top of all this, we know that US equities are extremely expensive irrespective of what measure you want to test them 
on - and the recent turmoil with China has caused emerging markets and Asia in particular to suffer - making their future 
return prospects all the more attractive (assuming no catastrophic trade war preventing global trade). We can't escape the 
fact though that if US equities were to be heavily sold off, they would likely drag the rest of the world down with them - 
creating some amazing investment opportunities in the process - but it could be painful getting there first if you aren't 
adequately protected. 

So finally, given what we know and can control, and given the amount that we don't know and can't control, Innova 
continue to believe an approach of caution is presently the prudent way to conduct portfolio construction. Unfortunately 
there are essentially no cheap assets out there to purchase, so instead we minimise our exposure to the expensive ones, 
diversify amongst the ones that have positive growth prospects and aren't expensive and take appropriate position sizes. 
We also try to act counter cyclically to the market where it makes sense from a risk perspective. There is wisdom in 
markets and crowds, but it’s never perfectly correct and there's no wisdom in crowds when we're at the extremes of 
market valuation ranges. 

Some may argue that we should try to time when markets will turn, going to cash at the right point and then deploying it 
once the market has fallen. We are yet to meet anyone who has been able to do this successfully on a consistent, 
repeatable basis. Instead, we have followed the evidence that taking a valuation driven approach to valuing assets, and 
building portfolios that should perform respectably no matter what regime we find ourselves in gives us the greatest 
likelihood of success. We don't think now is the time to be a hero, but we also don't think we need to go running for the 
bomb shelter either. Now is a time for sensible decision making and portfolio construction. Over the long term, this should 
yield our clients good results without them having to take excessive risks to achieve them. 

Dan Miles 
Dinyar Irani 

*Discounting future cash flows is the process by which future earnings are reduced based on the fact they are earned in the future,
whereas money held today can earn the current interest rate. If this discount number, or ‘rate’ is low, the value of the future cash flows is 
very high. If the discount rate rises, the value of those future cash flows subsequently falls

Important Information
This document has been prepared by Innova Asset Management Pty Ltd, ABN 99 141 597 104, which is a Corporate Authorised 
Representative of Innova Investment Management Pty Ltd AFSL 509578.
The information contained in this document is commentary only. It is not intended to be, nor should it be construed as, investment advice. 
The views expressed are subject to change at any time based on market and other conditions. To the extent permitted by law, no liability is 
accepted for any loss or damage as a result of any reliance on this information. Before making any investment decision you need to consider 
your particular investment needs, objectives and financial circumstances.
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