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The Winds of Change
- Can you feel them?
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The Clash of Civilisations

* “the fundamental source of conflict in this new world will not
be primarily ideological or primarily economic. The great
divisions among humankind and the dominating source of

conflict will be cultural.”

Samuel Huntington:
Foreign Affairs Summer
1993
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The Rise of Populist Nationalism

* The fall of the Berlin Wall: triumph of
economic liberalism and demise of
communism

* The rise of populist nationalism and the loss
of cultural and national identity
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Winds of Change in the Financial Markets

 |dentifying political catalysts

e Japan 2012, China 2013, India 2014, UK & USA
2016

* |f politics don’t matter why are we always
talking about Trump?

e The first derivative

e Stronger growth, higher inflation, rising bond
yields, goodbye Alice in Wonderland
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Listen carefully

* Populists do what they say they’re going to do
 Campaign Trump and President Trump
 Domestic agenda a known, known

* Foreign agenda a known, unknown

7

 Whose got the President’s ear? Bannon, ‘Death by China’,
Navarro, bomb Iran Flynn

* Trump an isolationist?

£ THEPAINREPORT

www.thepainreport.com.au

PortfolioConstruction Forum Summit 2017
(PortfolioConstruction.com.au/Summit)



Foreign policy, one tweet at a time

- Donald J. Trump @realDonaldTrump - Feb 3

% Iran is playing with fire - they don't
appreciate how "kind" President Obama
was to them. Not mel
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And Iran’s response!

* “We are living in a world of wolves-wolves such as the
arrogant government of America. In this world of wolves
should we remain unarmed and they do whatever damn things

they want? No Way! This will never happen!”
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France-The wind of history has turned
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In her own words

“The divide is no longer
between the left and right
but between patriots and
globalists™

Marine Le Pen
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Political analvsis

Secondary Ballot Test
Which candidate do you think most
of your neighbors are voting for?

Stein Else

0.81% 3.13%
Johnson
4.14%

Trafalgar Group: Michigan
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Possible, Plausible and Probable

e Stronger growth is all three Ps

Reflation is probable

* Trade wars and currency wars are plausible

President Le Pen is possible which would make FREXIT
probable

Extreme volatility is inevitable
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Navigating The New Political Reality

2017 is going to be a year when politics does matter. In fact, it always has.

* We are witnessing a tectonic shift in the global political and geo-political landscape:
the most profound since the fall of the Berlin Wall. Trump heralds the return of a
more populist and nationalistic strain of politics; that’s the easy bit. The difficult bit
is to predict how the rest of the world will respond - in particular, how the Chinese

will respond.
* And pretending that nothing has changed is not a strategy, its lunacy!
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