
1

THE GREAT RESHAPE: 

Some things change, 
some remain the same
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Disclaimer
Note: Past performance is not a reliable indicator of future performance.

The information contained in this presentation is for information purposes only and has 
been prepared for use in conjunction with a verbal presentation and should be read in 
that context. 
Plato Investment Management Limited ABN 77 120 730 136 (‘Plato’) AFSL 504616.  

Any opinions or forecasts reflect the judgment and assumptions of Plato and its 
representatives on the basis of information at the date of publication and may later 
change without notice. Any projections contained in this presentation are estimates only 
and may not be realised in the future. The information is not intended as a securities 
recommendation or statement of opinion intended to influence a person or persons in 
making a decision in relation to investment. This communication is for general 
information only. It has been prepared without taking account of any person’s objectives, 
financial situation or needs. Any persons relying on this information should obtain 
professional advice relevant to their particular circumstances, needs and investment 
objectives.
Interests in the Plato Australian Shares Income Fund (ARSN 152 590 157) and Plato Global 
Shares Income Fund (ARSN 608 130 838) (‘Funds’) are issued by Pinnacle Fund Services 
Limited ABN 29 082 494 362 AFSL 238371. Pinnacle Fund Services Limited is not licensed 
to provide financial product advice. A copy of the most recent Product Disclosure 
Statement (‘PDS’) and Target Market Determination (‘TMD’) of the Funds can be located 
at www.plato.com.au/retail-funds/. You should consider the current PDS in its entirety 
and consult your financial adviser before making an investment decision.

Pinnacle Fund Services Limited and Plato believe the information contained in this 
communication is reliable, however its accuracy, reliability or completeness is not 

guaranteed and persons relying on this information do so at their own risk. Subject to any 
liability which cannot be excluded under the Competition and Consumer Act 2010 and the 
Corporations Act, Plato and Pinnacle Fund Services Limited disclaim all liability to any 
person relying on the information contained in this communication in respect of any loss 
or damage (including consequential loss or damage), however caused, which may be 
suffered or arise directly or indirectly in respect of such information. 

Unauthorised use, copying, distribution, replication, posting, transmitting, publication, 
display, or reproduction in whole or in part of the information contained in this document 
is prohibited without obtaining prior written permission from Plato. Plato and their 
associates may have interests in financial products mentioned in the presentation. 

https://aus01.safelinks.protection.outlook.com/%3Furl=http:/www.plato.com.au/retail-funds/&data=04%7C01%7Cpeter.gardner@plato.com.au%7C782f9f5f76b04cb7e4a108da00bbe116%7C35cf8e31ecbc469399faa3d4d4dbd0de%7C0%7C0%7C637823104185927428%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%253D%7C3000&sdata=wsW2w6Ye1I2Y/Xqk1KVKLA02bz3kXL/CL/ZTrJlVlBc%253D&reserved=0
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RBA thought interest rates would stay low out to 2023
OFFICIAL RBA CASH RATE EXPECTATIONS – AS LATE AS EARLY 2022

“Given the outlook, the Board is not expecting to increase the cash rate for at least three years.”
Monetary Policy Decision 3 November 2020

Source:  RBA, Plato
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Some things 
have changed
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So much for 0.10% until 2023 – the cycle is back!

Source:  RBA, Plato, Westpac

OFFICIAL RBA CASH RATE + WESTPAC FORECAST
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But inflation is rising even faster
HIGHEST SINCE DEC 1990.

Source: RBA
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Safe assets now losing you money big time
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Source : Plato, RBA updated to 30/6/2021
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Negative real returns are a killer for retirement balances
-5% REAL RETURN MEANS YOU’LL BE ON THE FULL PENSION AT 72

Source: ASFA, Plato, Services Australia

Assumptions: Homeowner couple, $1m starting assets, ASFA comfortable lifestyle, eligible for pension subject to assets test.
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• Rapidly rising inflation – highest in 30 years ex GST introduction 

• Now rapidly rising interest rates  - 1.75% rise in 4 mths

• War in Ukraine 

• Supply chain issues due to COVID

• House prices falling 

• Bonds and equities selling off together – worst since 1994

• 3rd worst financial year return for super funds in 21/22*

IT WAS THE WORST OF TIMES

* Source: Investor Daily 7/7/22

Significant uncertainty?
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Significant uncertainty?

• Economy is at full employment

• Official overnight cash rate is still close to “normal” lows

• Corporate balance sheets are strong, debt levels low

• Some Australian companies well placed to benefit from war in Ukraine 

• House prices still well above pre-COVID levels 

• Many borrowers are well ahead on repayments, offset accounts at record levels

• 2nd best financial year return for super funds in 20/21*

IT WAS THE BEST OF TIMES

* Source: Investor Daily 7/7/22
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Some things 
remain the same
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Franking credits are very valuable for retirees!

*Source : ATO, Plato using  1 July 2022 tax rates including Medicare levy.  After tax value of $1 of pre-tax return)*

Tax effectiveness depends on your tax status!
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Tax effective buy-backs are very advantageous 

• A$3.5bn off market buyback  -
4.6% of shares on issue

• Worth 12.4% for pensioners for every share 
successfully tendered

• Zero scale back for those investors tendering at 
>6% discounts

WESTPAC BUYBACK – WORTH 12% AFTER TAX FOR ZERO TAX INVESTORS

Highlights value of franking credits 

Source: Plato, WBC announcement 14/2/2022.    

*based on average vwap price from 7/2/2022 - 11/2/2022.
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Dividend rotation combined with good value quality long term holdings 
provides income plus growth

Good value, quality long term holdings:

Good Value – Earnings, cash flow, EBITDA

High Quality – cash and profitability, avoid red flags 

Good business momentum – EPS revisions

Predict and avoid dividend traps

Dividend 
capture

+ Franking 
capture 

+ Run up 
capture

= Sustainable 
Income 
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Reporting Season Highlight

• FY22 NPAT of US$22.4b up 64% vs FY21’s US$13.7B,  above market 

expectations.

• Record EBITDA US$40.6B – coal the standout, from US$288m to US$9.5B!

• Dividend declared was US$1.75, 12.5% lower than last year’s final, but 

largest full year dividend at US$3.25. 

• Results do not include BHP Assets “sold” to Woodside – otherwise would 

have been a record profit. Net debt at US$0.3bn

BHP GROUP

Source: Plato
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Comparing the income from $100k investment
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Comparing the capital from $100k investment
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Dividend outlook rising but still within normal range
AVERAGE % CHANCE OF DIVIDEND CUTS FOR AUSTRALIAN MARKET

Source: Plato, based on MSCI World IMI (Australian portion)

Long term average
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Summary
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The income summary

Bad news: Interest rates are near historic lows but rising quickly

– rising interest rates will challenge asset prices but “safe assets” face negative real returns

Good news: Dividends are still strong 

– Plato dividend cut model still fairly benign

– Balance sheets are strong 

– Active management critical in avoiding dividend traps as uncertainty rises
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Pinnacle Distribution Contact Details 

For further information please speak to our distribution 
partner; Pinnacle Investment Management

T 1300 010 311

E update@plato.com.au
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Retirement Solutions 
and Income Specialists


