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Should we be worried about risk assets?

 If you look at the price-earnings ratio in the US – a measure of how cheap or expensive stocks are to buy – US shares are close 
to being as expensive now as they were prior to the great depression.

 They do however remain well below the breathtaking peak reached prior to the dot-com bubble bursting.

Source: QTC, Robert Shiller. 
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Should we be worried about risk assets?

 The ratio of stock prices to earnings is between one and two standard deviations above long-run averages in key advanced 
economy markets.

 The one exception is Australia where prices are around average.

Source: QTC. This chart has been created in Thomson Reuters Datastream. 
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Should we be worried about risk assets?

 Beyond equities the valuation of risky assets – such as the bonds of companies with lower credit ratings – are also high.
 This is evident in this chart which shows the yields on these bonds close to record lows, although they have increased a 

little of late.

Source: QTC. This chart has been created in Thomson Reuters Datastream. 
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Should we be worried about risk assets?

 The worst combination for risky assets such as stocks would be:

 Slowdown in growth (affects revenue)

 Productivity not picking up (affects profit margins)

 Inflation lifts & policy tightened…higher rates would:

 Slow the economy and therefore revenue growth

 Raise debt servicing costs

 Boost the discount rate used in valuation models and therefore lower valuations

 Wages > inflation (affects profit margins) 
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DISCLAIMER 

This chart pack including the streaming of the video broadcast (the Material) is distributed by Queensland Treasury Corporation 
(QTC) as a general information source only and should not be reproduced or distributed outside your organisation without QTC’s 
express written consent. 

The Material should not be relied on for trading or other business purposes. The Material does not constitute investment advice 
and shall not constitute an offer to sell or the solicitation of an offer to buy securities or any other financial instrument. Further, it 
does not take into account individual circumstances, objectives, or needs. 

Any opinions or forecasts expressed by, or attributable to QTC, constitute QTC’s view as of the date of the Material and are subject 
to change without notice. Past performance is not indicative of future results and QTC does not warrant or guarantee any outcome
or forecast in the Material. 

The Material may contain links to other websites operated by third parties. QTC does not endorse third party websites or the 
information, graphics and material on those third party websites. QTC makes no warranties or representation as to the accuracy, 
reliability or completeness of third party material and has not verified the information. 

To the extent permitted by law, neither QTC nor any of its employees, servants or agents accept any responsibility and liability
whatsoever (including in negligence) for any expense, damage, claim, cause of action, loss or costs, incurred by any person in 
connection with that person or any other person placing any reliance on, or acting or refraining to act on the basis of, the Material. 


