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The benchmark MSCI World Index (NZD) rose 4.4%, 
building on last month’s rally. The defining theme 
for the month was the return of growth. Over the 
course of the month, the market moved from pricing 
in reflation to pricing in the combined impact of re-
opening and stimulus on growth. In the US, equities 
were buoyed by comments from several influential 
US Fed governors. St. Louis Fed President Bullard 
declared the recession in the US was over, and a 
sharp Q3 GDP snapback was at hand; while NY Fed 
President Williams said the Fed was not done with 
using more unconventional monetary policy easing. 
Adding to positive sentiment, head epidemiologist 
Dr Fauci now sees a good chance of a vaccine being 
developed by November or December and that a 
second wave “isn’t inevitable”.

With the “risk on” investment environment gaining 
traction, Gold’s ‘safe-haven’ outperformance began to 
wane as the month progressed, whilst on the flipside, 
industrial-related commodities began to perform well. 

Oil was the standout, staging one of its best monthly 
rallies in a decade, outperforming other commodities 
and all sharemarkets. Crude’s performance reflected 
more than just the expected impact on demand of the 
economic recovery in the second half of the year. The 
rally was supercharged by supply side adjustments as 
OPEC and other major oil producers quickly curtailed 
production. 

Although positive economic data is still scant, the 
widely followed global manufacturing PMI has begun 
to pick up, rising to 42.4 in May from record lows of 
39.6 in April. This improvement is nothing major yet, 
but will likely gather momentum (a reading over 50 
is expansionary). The market is taking heart from the 
China experience where its PMI quickly rebounded 
above the 50 level once lockdown measures were 
significantly relaxed. Considering the large amount 
of both monetary and fiscal stimulus injected in the 
global economy, investors are betting the Chinese 
experience will repeat itself across most economies 
during the next quarter.
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CURRENCIES RATE
MONTHLY  

% CHANGE

AUD/NZD 0.9306 -1.18%

GBP/NZD 0.5027 2.95%

EUR/NZD 0.5589 -0.50%

USD/NZD 0.6205 0.99%

JPY/NZD 66.910 1.85%

INTERNATIONAL INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

MSCI WORLD (USD) 4.8% 6.8%

MSCI WORLD (NZD) 4.4% 12.4%

S&P 500 (USD) 4.8% 12.8%

STOXX 600 (EUR) 3.4% -3.0%

NIKKEI 225 (JPY) 8.3% 8.6%

MARKET PERFORMANCE

INTERNATIONAL MARKETS

Risk on!
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May saw sharemarkets continue to recover ground 
lost in March, albeit at a pace more moderate than 
April. The S&P/NZX 50 Index returned 3.3%, trailing 
slightly behind most of its global peers. The country 
also moved down to alert level two, which saw many 
companies return to a type of business-as-usual, while 
others continued to deal with the impact of lockdown. 
We saw examples of this with Tourism Holdings 
(+37.5%), Sky City (-8.3%), Fletcher Building (-5.1%), 
and Air New Zealand (+1.9%) all announcing significant 
restructuring, with the latter even reducing the size  
of its executive team.

Some companies continue to benefit from the 
disruption by virtue of their business models, as seen 
with Pushpay Holdings. Church closures have seen 
increased demand for, and uptake of Pushpay’s mobile 
payment services. It rallied 77.3%, after reporting 
substantial revenue and earnings growth for FY20, 
making it the top performer in the Index. Kathmandu, 

which has mainly been on the wrong end of the 
lockdown winners and losers, had some respite in May 
after reporting recent online sales up to three times 
higher than last year. Kathmandu returned 31.7% for 
the month.

Energy companies, New Zealand Refining and 
Z Energy were the worst performers, returning 
-23.9% and -9.0% respectively. The staggered return 
to normal activity levels continued to weigh on 
petrol volumes, and as borders remain closed for 
international travellers, demand for jet fuel remained 
significantly depressed. Z Energy, who not so long 
ago was known for its relatively high dividend yield, 
not only cancelled its FY21 dividend, but also tapped 
investors for $350m to shore up its balance sheet.

NEW ZEALAND MARKET

Structural change

COMPANY NAME
1 MONTH 
RETURN

1 YEAR 
RETURN 

Pushpay Holdings 77.3% 102.1%

Tourism Holdings 37.5% -52.1%

Kathmandu Holdings 31.6% -26.5%

Vista 20.0% -72.6%

Oceania Healthcare 15.6% -11.4%

NZ TOP 5 INDEX PERFORMERS NZ BOTTOM 5 INDEX PERFORMERS

COMPANY NAME
1 MONTH 
RETURN

1 YEAR 
RETURN 

New Zealand Refining -23.9% -65.6%

Z Energy -9.0% -51.0%

SKYCITY Entertainment Group -8.3% -30.5%

Synlait Milk -5.2% -26.7%

Fletcher Building -5.1% -30.8%

NEW ZEALAND INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

S&P/NZX50 3.3% 7.6%

S&P/NZX Mid Cap 4.7% -2.1%

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

MARKET PERFORMANCE
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April’s relief rally moderated in May, with the 
benchmark S&P/ASX 200 Index returning 4.4%.  
The Index was supported by the heavyweight 
Financials and Materials sectors, which returned 5.2% 
and 8.1% respectively. IT was the strongest sector 
with a 14.5% return, and Healthcare the weakest with 
a -5.3% return, weighed down by CSL.

Afterpay outperformed notably on the back of 
a Chinese conglomerate Tencent becoming a 
substantial shareholder and an update on its US 
customer base growth. The stock returned 52.0% 
and closed the month at almost six times the lows 
plumbed in March. Aerial imagery company Nearmap 
was also a top performer, returning 50.2% amid a 
narrowing of guidance and affirmation it was on track 
to reach cashflow break-even by the end of June.

Capital raising activity continued, with issuance from 
Newcrest, Incitec Pivot, and Qube Logistics helping to 

push total capital raised to over $20b since the end 
of March. Precautionary behaviour from businesses 
was also evident in April employment data, with a 
net loss of 594,000 jobs lifting the unemployment 
rate from 5.2% to 6.2%. This outcome was less severe 
than expected, owing to a large decline in workforce 
participation and the government’s Jobkeeper 
scheme. The scheme’s cushioning effect can be 
seen from the 750,000 workers who kept their 
jobs but worked zero hours. Against this backdrop, 
the RBA reiterated its commitment to maintaining 
accommodative policy, and tapered its purchasing  
of government bonds, citing improved functioning  
of financial markets.

AUSTRALIAN MARKET

Afterburners Astern

SECTOR 1 MONTH 1 YEAR 

Information Technology 14.5% 13.8%

Telecommunications 8.4% -5.3%

Materials 8.1% 3.0%

Property 7.0% -16.8%

Consumer Discretionary 6.5% -3.8%

AU TOP 5 PERFORMING SECTORS AU BOTTOM 5 PERFORMING SECTORS

SECTOR 1 MONTH 1 YEAR 

Health Care -5.3% 28.2%

Consumer Staples -0.4% 10.5%

Utilities 3.1% 1.6%

Industrials 3.7% -6.6%

Energy 4.7% -25.7%

AUSTRALIAN INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

S&P/ASX200 (AUD) 4.4% -6.7%

S&P/ASX Small Cap (AUD) 10.6% -2.9%

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

MARKET PERFORMANCE
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It was another strong month for fixed interest 
markets. Central banks kept bond yields low, while 
equity markets rallied on the back of deceleration 
in new coronavirus infections and a general easing 
of restrictions. Market sentiment has become more 
positive for risky assets, with a high degree of optimism 
in a sharp economic recovery materialising as we 
start to return to more normal conditions. This has 
led to high yield and corporate bonds outperforming 
government bonds. We are also seeing corporate bond 
issuance pick up due to more stable market conditions. 
In the US, it is already a massive year for corporate 
bond issuance, with over $1 trillion issued so far. We also 
saw the first corporate deals in Australia this month 
with Woolworths, Macquarie Bank, and Spark New 
Zealand issuing new bonds.

New Zealand reflected a similar trend to global 
markets, with the S&P NZX Corporate Bond Index 
returning 0.8% compared to 0.2% for the S&P NZX 

Government Bond Index. It was a busy month with the 
RBNZ releasing its monetary policy statement, and the 
government handing down its budget the following 
day. The key points from the RBNZ were an increase 
in the Large Scale Asset Purchasing program (LSAP) 
to a maximum of $60 billion, and guidance for no 
change to the OCR until early next year. In the budget, 
the government announced an additional $50 billion 
of spending (on top of the $12 billion announced last 
month). The medium term forecast from the treasury 
is for net debt to GDP to peak at 54% in 2023, which 
would be the highest of level of debt since the early 
90s. At the moment the NZ government bond market 
has been dominated by RBNZ buying under the LSAP, 
which has driven yields down. This is because the 
quantum of RBNZ’s purchases have been relatively 
higher than the new issuance of NZ Government bonds 
from the Treasury. We do think that this is likely to 
change as government bond issuance starts to increase 
more rapidly. It is possible that the LSAP may be 
increased again if necessary to keep bond yields down.

FIXED INTEREST MARKETS

Moving down the levels

FUND PERFORMANCE OVERVIEW

INDEX
1 MONTH 
RETURN

1 YEAR 
RETURN 

NZ Government Bond 0.18% 7.38%

NZ Inv. Grade Bond 0.82% 6.32%

Australian Government Bond 0.19% 5.53%

Australian Corporate Bond 0.83% 4.01%

Barclays Global Agg Hedged (NZD) 0.30% 6.53%

BOND INDICES

INTEREST RATES RATE
RATE  

1 YEAR AGO

NZ OCR 0.25% 1.50%

NZ 5yr Swap 0.35% 1.55%

NZ 10yr Gov 0.82% 1.71%

RBA Cash 0.25% 1.50%

AU 10yr Gov 0.89% 1.46%

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

1.1%

1 Month 1 Year

Fixed 
Interest 
Fund

The above figures are before fees and taxes. See fund fact sheet for returns after fees and tax. Past performance is not a guide to future performance.
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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. 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. 

Vista Group International Limited: Craigs Investment Partners Limited was appointed Joint Underwriter and Bookrunner in the April 2020 Placement and 1 for 4.37 Pro-
Rata Non-Renounceable Accelerated Entitlement Offer for which it received fees or will receive fees. 

Kathmandu Holdings Limited: Craigs Investment Partners Limited was appointed Joint Underwriter and Bookrunner in the April 2020 Placement and 1.2 for 1 Pro-Rata 
Accelerated Entitlement Offer for which it received fees or will receive fees. Craigs Investment Partners Limited (via the wholly owned subsidiary Deutsche Craigs 
Limited), was appointed Joint Underwriter in the October 2019 1 for 4 Pro-Rata Accelerated Entitlement Offer for which it received fees or will receive fees.

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. Adviser disclosure statements are available on request and free of charge.


