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QUAYSTREET
MONTHLY MARKET UPDATE

- AS AT 31 MAY 2019 -

INTERNATIONAL INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

MSCI WORLD (USD) -5.8% -0.3%

MSCI WORLD (NZD) -3.6% 7.3%

S&P 500 (USD) -6.4% 3.8%

STOXX 50 (EUR) -5.5% -1.0%

NIKKEI 225 (JPY) -7.4% -5.3%

CURRENCIES RATE
MONTHLY  

% CHANGE

AUD/NZD 0.9425 -0.50%

GBP/NZD 0.5176 1.07%

EUR/NZD 0.5850 -1.75%

USD/NZD 0.6531 -2.20%

JPY/NZD 70.706 -4.90%

MARKET PERFORMANCE

Global equity markets broadly fell in May, giving back 
some of April’s stellar performance. The MSCI World 
Index (NZD) dropped 3.6% over the month, however a 
weakening Kiwi dollar helped soften the impact in NZD 
terms. Positive returns in Brazil and India bucked the 
trend, helping emerging markets indices to outperform 
developed markets, something that has not happened 
for a while.

The weakness in markets accelerated at month-end as 
the US President made an unexpected announcement 
stating he would impose tariffs on Mexico if it did not 
stop the flow of illegal immigrants crossing the border 
into the US. This added further uncertainty concerning 
global trade, just as investors were evaluating the re-
escalation of the US-China trade war.

Another contributor to the renewed anxiety in markets 
was the deteriorating political landscape in Europe. 
The recent EU election showed populist politics is still 

on the rise across the continent, while at the individual 
country level, Italy has made it known it is about to 
flout EU fiscal rules around its budget. Across the 
channel, there are now heightened prospects of a 
no-deal Brexit, coupled with a leadership vacuum after 
Prime Minister Theresa May announced she will resign 
in June.

In stark contrast to European politics, India’s Prime 
Minister Narendra Modi won a strong mandate for 
his second five-year term. The question being asked 
by investors is to what extent he re-engages with 
the significant reforms he was planning to undertake 
in his first term, such as overhauling the labour 
and agricultural sectors, that did not materialise. 
Notwithstanding, with its economy still among the 
fastest growing in the world (GDP is running at 7%), 
India is likely to remain a favourite in the emerging 
market universe.

INTERNATIONAL MARKETS

Geopolitics fray markets
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New Zealand equities continued their unbroken run 
of positive monthly returns for the year, with the S&P/
NZX 50 Index’s monthly return of 1.0% bringing the 
total to 14.8% year to date.

Vista Group International (VGL) was the top 
performing company in the Index, returning 14.5% for 
the month. VGL has seen solid returns this year, helped 
by good growth in its Movio business, returning 54.8% 
year to date. It was a good month for NZ industrials, 
among them Skellerup, Auckland Airport, and 
Mainfreight all returning more than 9%, with the latter 
advancing 4% in a single day after reporting a 28% rise 
in full year net profit.

Synlait Milk (SML) was the worst performer in the 
index, returning -16.1%. SML faced multiple setbacks 
starting with the reversal of a High Court decision 
which had previously given it the green light to build a 
new factory in Pokeno. Later in the month, SML 

also received a cease-and-desist notice regarding the 
Pokeno land. The company believes it will be able to 
find a solution, however the timing and total cost of 
the near-complete project remains unclear. Another 
bump in the road came when the U.S. FDA put the 
registration process for SML’s infant formula product 
“Munchkin”, on hold.

The NZ Government’s annual budget was announced 
on 30th May and was touted as the “Wellbeing” 
budget. As expected, keynote funding allocations to 
mental health and child wellbeing constituted part 
of the $15.2b of net new operating expenditure, and 
the establishment of a new $300 million fund to 
support start-ups was a welcome boost for potential 
entrepreneurs.

NEW ZEALAND MARKET

New Zealand keeps on truckin’ NEW ZEALAND INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

S&P/NZX50 1.0% 16.9%

S&P/NZX Mid Cap 1.4% 13.9%

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

COMPANY NAME
1 MONTH 
RETURN

1 YEAR 
RETURN 

Vista 14.5% 66.8%

Skellerup 10.0% 29.8%

Auckland International Airport 10.0% 38.3%

Trustpower 9.9% 45.9%

Contact Energy 9.8% 38.1%

NZ BOTTOM 5 INDEX PERFORMERSNZ TOP 5 INDEX PERFORMERS

COMPANY NAME
1 MONTH 
RETURN

1 YEAR 
RETURN 

Synlait Milk -16.1% -21.2%

Metlifecare -9.7% -23.9%

SKYCITY Entertainment Group -7.1% 1.8%

Fonterra Co-op Group -6.1% -22.8%

a2 Milk Co -5.8% 45.4%

MARKET PERFORMANCE
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The benchmark S&P/ASX 200 Index made a return 
of 1.7% for May, performing resiliently in what was a 
notable down month across many developed markets. 
Despite intensifying rhetoric and action on the US-
China trade-war front, Australia’s saving grace was 
the unexpected re-election of the Liberal-National 
coalition. Banks and Financials (approximately 30% of 
the index) chalked up a strong relief rally on the back 
of this, as prospects of Bill Shorten’s (Labour Party) 
negative gearing and franking credit reforms faded 
into the background.

Rare earths producer Lynas was the top performer, 
returning 54.0% in the wake of its investor day update, 
signing of a US development MOU, and talk that 
China could restrict rare earths supply. Fortescue was 
second, returning 24.3% on expectations protracted 
delays for Vale in Brazil will see iron ore prices stronger 
for longer. The two worst performers both gave profit 

warnings. Produce grower Costa (-30.3%) watered 
down EBITDA guidance to >10% below consensus, 
citing deteriorating conditions on several fronts; 
whilst lack of an expected freeze event in the US led 
plumbing fitting manufacturer Reliance Worldwide 
(-24.8%) to downgrade its EBITDA guidance by 7%.

April’s labour force data came in weaker than 
expected, as participation slipped and the 
unemployment rate edged up to 5.2% (vs 5.0% 
expected). Prior to this release, the RBA left rates on 
hold in May, but flagged it would be keeping a close 
eye on labour market developments. By late May, 
assisted by the RBA’s commentary, the market-implied 
probability of a cut increased to a near-certainty, which 
has now been effected at the June meeting.

AUSTRALIAN MARKET

The Bill Australia Couldn’t Afford

SECTOR 1 MONTH 1 YEAR 

Telecommunications 7.3% 29.4%

Health Care 3.3% 11.0%

Materials 3.1% 14.2%

Financials 2.6% 8.9%

Property 2.5% 17.0%

AU TOP 5 PERFORMING SECTORS AU BOTTOM 5 PERFORMING SECTORS

SECTOR 1 MONTH 1 YEAR 

Consumer Staples -4.2% 7.1%

Information Technology -4.0% 25.7%

Energy -3.8% -0.7%

Utilities -0.8% 8.6%

Industrials 0.1% 13.9%

AUSTRALIAN INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

S&P/ASX200 (AUD) 1.7% 11.1%

S&P/ASX Small Cap (AUD) -1.3% 2.1%

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

MARKET PERFORMANCE
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May was a strong month for bond markets across 
the globe. Government bond yields have fallen 
significantly, with 10 year yields plummeting to new 
12 month lows for US, UK, Japan and Germany; and 
all-time lows for New Zealand and Australia. Investors 
are becoming increasingly nervous on the outlook for 
global growth and are seeking out the relative safety 
of government bonds, pushing prices up and yields 
down. There has been a growing expectation of looser 
monetary policy from the central banks with interest 
rate cuts seen as being increasingly likely. 

This expectation became reality for New Zealand 
with the RBNZ cutting the OCR from 1.75% to 1.5% 
this month. This was the first change in the OCR 
since October 2016 and was deemed necessary to 
support the outlook for inflation and employment. 
Domestic economic data has been on the soft side 

in recent months, with weaker than expected GDP, 
lower inflation, and a slowdown in residential property 
markets. However, there does not appear to have been 
a ‘smoking gun’ that prompted the cut. It looks more 
like a pre-emptive move to counter potential downside 
risks that may eventuate. There certainly is potential 
for further cuts to occur if such a scenario unfolds and 
this is being reflected in current market pricing. For 
example, the closest to maturity government bond in 
April 2020 is currently priced at a yield of 1.31%, versus 
1.84% this time last year.

With the backdrop of falling government bond yields 
and the OCR cut, New Zealand fixed interest markets 
have performed well. The S&P/NZX Investment Grade 
Corporate Bond Index and the S&P NZX Government 
Bond Index both rose by 1.2% this month.

FIXED INTEREST MARKETS

One and done or more to come?

FUND PERFORMANCE OVERVIEW

INDEX
1 MONTH 
RETURN

1 YEAR 
RETURN 

NZ Government Bond 1.22% 7.82%

NZ Inv. Grade Bond 1.24% 6.63%

Australian Government Bond 2.02% 10.05%

Australian Corporate Bond 1.21% 7.45%

Barclays Global Agg Hedged (NZD) 1.41% 6.09%

BOND INDICES

INTEREST RATES RATE
RATE  

1 YEAR AGO

NZ OCR 1.50% 1.75%

NZ 5yr Swap 1.55% 2.63%

NZ 10yr Gov 1.71% 2.73%

RBA Cash 1.50% 1.50%

AU 10yr Gov 1.46% 2.67%

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
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*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.


