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QUAYSTREET
MONTHLY MARKET UPDATE

- AS AT 31 AUGUST 2018 -

INTERNATIONAL INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

MSCI WORLD (USD) 1.24% 13.10%

MSCI WORLD (NZD) 3.88% 22.09%

S&P 500 (USD) 3.26% 19.66%

STOXX 50 (EUR) -3.71% 1.80%

NIKKEI 225 (JPY) 1.44% 18.63%

CURRENCIES RATE
MONTHLY  

% CHANGE

AUD/NZD 0.9206 0.46%

GBP/NZD 0.5109 -1.60%

EUR/NZD 0.5706 -1.99%

USD/NZD 0.6615 -2.93%

JPY/NZD 73.535 -3.49%

The US S&P 500 Index powered to another all-time 
high during August, finishing the month just off its 
record with a 3.3% return (in USD terms). In currency-
adjusted terms, this was more spectacular with a 6.4% 
return due to significant broad based NZD weakness. 
In comparison, the MSCI EAFE Index that measures 
major developed markets such as Japan, UK and 
Europe but excludes the US returned -1.7% (in local 
currency terms). 

The story of 2018 continues to be about the strength 
of the US economy, which has recently become very 
difficult to gauge. Leading indicators on the economy 
have weakened while forward earnings estimates 
for the S&P 500 companies have accelerated. The 
confidence in forecasting has undoubtedly been 

MARKET PERFORMANCE

helped by the recent strong Q2 earnings season, 
where of those companies in the S&P 500 that 
reported their results, 84% and 72% exceeded their 
earnings and sales growth estimates respectively.

Investors resumed selling the emerging markets 
(EM) in August, as the rising US dollar and slowing in 
China placed pressure back on many EM economies. 
Turkey, the EU’s fifth largest trade market, has suffered 
extensive loss of investor confidence with its stock 
market down 19.6% year-to-date and the Turkish Lira 
declining 42% against the USD. Argentina has also 
been hit hard on the same issues as Turkey, namely 
excessive borrowing in foreign currencies and sharply 
rising debt servicing costs. 

INTERNATIONAL MARKETS
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The earning reporting season ended on a high for the 
New Zealand sharemarket as the S&P/NZX 50 Index 
returned 4.4% in August, the best monthly return since 
July 2016. Performance was dominated by significant 
movements in a few large cap stocks, such as a2 Milk 
(ATM), Ryman Healthcare (RYM) and Fisher & Paykel 
Healthcare (FPH), which were all up more than 10%.

ATM was in fact the best performing company in the 
index, up 20.7% after reported revenue and earnings 
met analyst’s strong growth estimates. The company 
also illustrated continuing growth of its infant formula 
market share in China. At the start of the month, ATM 
increased its stake in Synlait Milk (SML) by 8.2%. SML 
was up 17.7% for the month. The worst performing 
company was Sky TV (SKT) returning -20.7%. Even 
after a FY18 result that was roughly in line with 
expectations, the continued reduction in subscriber 
numbers, increasing competition from streaming 
options and higher content costs all negatively affect 
the structural outlook for SKT. Fletcher building (FBU) 

 
had another challenging month, returning -9.5% after 
reporting a net loss of $190m. Construction delays and 
cost blowouts on major projects continue to weigh on 
the short-term outlook for FBU while management 
continue working on a restructuring plan for the 
business.

Despite strong market performance, the ANZ Business 
Outlook survey showed the business confidence 
index falling again in August to a new 10 year low. 
The main concern for firms is increasing costs, in 
particular labour costs. The survey also showed that 
net 5% of firms expect to reduce investment over 
the next 12 months and a similar proportion expect 
to defer employment decisions. The agriculture 
and construction sectors were the main negative 
contributors to these statistics.

NEW ZEALAND MARKET

Large caps dominate in August NEW ZEALAND INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

S&P/NZX50 4.38% 19.14%

S&P/NZX Mid Cap 1.28% 16.11%

All equity index returns are calculated on a total return basis.

COMPANY NAME
1 MONTH 
RETURN

1 YEAR 
RETURN 

a2 Milk Co 20.7% 127.4%

Synlait Milk 17.6% 167.8%

Ryman Healthcare 15.8% 58.0%

Fisher & Paykel Healthcare 10.7% 42.1%

Trade Me Group 10.7% 22.5%

NZ BOTTOM 5 PERFORMING STOCKSNZ TOP 5 PERFORMING STOCKS

COMPANY NAME
1 MONTH 
RETURN

1 YEAR 
RETURN 

SKY Network Television -20.7% -15.3%

Fletcher Building -9.5% -15.8%

Tourism Holdings -8.2% 29.6%

Pushpay Holdings -7.0% 95.9%

Freightways -4.3% 1.5%

MARKET PERFORMANCE
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The Australian sharemarket performed in line with 
global peers as the S&P/ASX200 Index recorded a 
total return of 1.4%. This helped push the Index to 
new record highs. It was a busy month for corporate 
earnings announcements plus the sudden change of 
the Australian Prime Minister being the focal points  
of attention for market participants.

Overall, the Australian reporting season was mixed.  
Of the companies that released their results, slightly 
more managed to exceed market expectations 
than those that missed. Management guidance was 
generally more cautious and FY19 earnings growth 
expectations saw downward revisions. Cost escalation 
was a common theme of discussion but was not a 
major surprise given labour shortages across some 
sectors and rising energy and raw material prices. 
Volatility spikes are a recurring event during reporting 
season and there was no difference this time with 

many stocks experiencing significant swings over the 
month. Australian politics intensified this further after 
a “leadership spill” was suddenly called by the ruling 
party, the Liberal Party of Australia. After a number 
of party meetings and votes, it was announced that 
the Prime Minister, Malcolm Turnbull, would resign and 
Scott Morrison would be sworn in as the 30th Prime 
Minister of Australia.

AUSTRALIAN MARKET

Thrills and Spills

SECTOR 1 MONTH 1 YEAR 

Telecommunications 13.1% -4.9%

Information Technology 12.9% 45.4%

Health Care 10.7% 55.4%

Consumer Discretionary 3.5% 24.7%

Industrials 3.2% 12.8%

AU TOP 5 PERFORMING SECTORS AU BOTTOM 5 PERFORMING SECTORS

SECTOR 1 MONTH 1 YEAR 

Materials -4.8% 14.3%

Energy -1.2% 32.9%

Financials 0.0% 4.7%

Utilities 0.6% 0.7%

Property 2.7% 15.8%

AUSTRALIAN INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

S&P/ASX200 (AUD) 1.42% 15.40%

S&P/ASX Small Cap (AUD) 2.49% 22.32%

All equity index returns are calculated on a total return basis.
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It was an interesting month for the New Zealand fixed 
interest market as bond yields fell significantly. The 
main driver of this was a change in OCR forecasts 
from the RBNZ. The RBNZ now expects its first 
interest hike to occur in 2020 rather than 2019 and 
continues to reemphasise that the next move could 
be up or down. It also released its Monetary Policy 
Statement which provided more detail on its change 
in forecasts, with particular attention on downside 
risks to economic activity in New Zealand and how 
the bank would react to this. The RBNZ has signalled 
that it would reduce the OCR by 1% under a scenario 
where economic growth is below its forecasts. What 
has surprised markets is that the RBNZ now appears 
to have a desire to respond quickly and substantially 
to any evidence of an economic slowdown and a 
reluctance to increase interest rates unless inflation is 
well above its expectations.

This has been good news for New Zealand bonds, 
particularly longer term government bonds. The 
S&P NZX Government Bond Index rose 1.3% and 
outperformed the S&P NZX Corporate Bond 
Index that rose 1.0%. The New Zealand 10 year 
government bond yield finished the month at 2.5%, 
which is not far away from its all-time low of 2.2% in 
August 2016. However, at that time the US 10 year 
government bond yield was 1.5% whereas it is now 
2.9%. Historically, it is very uncommon for US interest 
rates to be higher than New Zealand and when this 
has occurred it has only been by a small amount and 
for a short period of time. This time around, the gap 
is relatively large and could prove to be persistent, 
as long as central banks in New Zealand and the US 
remain on divergent monetary policy paths.

FIXED INTEREST MARKETS

RBNZ moves the market

FUND PERFORMANCE OVERVIEW

INDEX
1 MONTH 
RETURN

1 YEAR 
RETURN 

Government Bond 1.29% 5.08%

Inv. Grade Bond 1.00% 4.81%

Australian Government Bond 0.89% 3.94%

Australian Corporate Bond 0.75% 4.01%

Barclays Global Agg Hedged (NZD) 0.31% 1.14%

BOND INDICES

INTEREST RATES RATE
RATE  

1 YEAR AGO

NZ OCR 1.75% 1.75%

NZ 5yr Swap 2.32% 2.67%

NZ 10yr Gov 2.81% 3.16%

RBA Cash 1.50% 1.50%

AU 10yr Gov 2.52% 2.71%

CURRENT INTEREST RATES

For more information, Unit Prices and Fund Updates visit quaystreet.com or contact our Client Services Team  
0800 782 900  |  info@quaystreet.com



*Data in this monthly update is sourced from Bloomberg. The funds or securities referred to herein are not sponsored, endorsed, or promoted by MSCI, and MSCI bears 
no liability with respect to any such funds or securities. Please refer to www.msci.com/legal for further details. This report refers to indices that are products of S&P 
Dow Jones Indices LLC and are licenced for use by QuayStreet Asset Management. A full disclaimer for the use of these products can be found at www.quaystreet.
com/Terms-and-Conditions. QuayStreet Asset Management Limited (QSAM) is the Manager and Issuer of the QuayStreet Funds. A Product Disclosure Statement 
(PDS) is available by contacting our Client Services team on 0800 782 900 or visit www.quaystreet.com. Disclosure statements are available on request and free of 
charge. This information is intended to provide a general overview and whilst the information is believed to be accurate and complete at the time of issue no guarantee 
or warranty is given nor responsibility accepted in this respect. Asset allocations can be changed from time to time and may be different because of factors such as 
market conditions and our ability to buy or sell assets at that time. Investments are subject to risks, the values can go down as well as up and investors may not get 
back the full amount invested. Past performance is not a reliable guide to future performance. Returns or performance are not guaranteed by QSAM, Craigs Investment 
Partners Limited, The New Zealand Guardian Trust Company Limited, any related companies or any other person. This information is not a substitute for professional 
advice and does not take into account the investment objectives, financial situation or particular needs of any particular person. We recommend you read the PDS and 
seek professional assistance from an Authorised Financial Adviser.


