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The MSCI World sharemarket Index (NZ$) gained 
1.7% despite the headwind of sharply rising bond 
yields. The Japanese and European markets were the 
best performers of the major developed economies, 
although returns were reduced when translated back 
into New Zealand dollars due to the resurgent Kiwi 
dollar. Commodities were the standout performer 
this month, as reflected in the commodities CRB 
Index rising 7.0%. This spike in interest came from the 
accelerating inflation narrative that has taken hold, as 
investors focus on the likely effect of pent-up services 
demand coupled with further stimulus from the likes 
of the US. This inflationary view was also on display in 
bond markets, where yields pushing higher triggered 
rotation out of interest rate sensitive large cap growth 
stocks such as Apple, Amazon, and Walmart.

The strength in the European and Japanese 
sharemarkets reflected a series of generally positive 
announcements around manufacturing. Both 
economies have been significant beneficiaries of 
exporting into China, where consumers have been 
spending up. However, both regions have contracting 
service sectors - for three consecutive months in 
Japan’s case. The game-changer for the service sector 
is the speed of the vaccine rollout that unfortunately 
for Europe has got off to a very slow start.

Another country benefitting from China’s healthy 
demand picture is South Korea. Overall exports in 
February were up a solid 9.5% year-on-year, within 
that exports to China were up a stunning 26.5%. 
South Korea is the home of several of the world’s 
largest chipmakers, who are clearly benefitting from 
the global shortage of chips coupled with China’s 
aggressive inventory rebuilding.
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CURRENCIES RATE
MONTHLY  

% CHANGE

AUD/NZD 0.9386 -0.28%

GBP/NZD 0.5192 -0.92%

EUR/NZD 0.5991 1.22%

USD/NZD 0.7233 0.56%

JPY/NZD 77.076 2.44%

INTERNATIONAL INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

MSCI WORLD (USD) 2.6% 29.3%

MSCI WORLD (NZD) 1.7% 10.3%

S&P 500 (USD) 2.8% 31.3%

STOXX 50 (EUR) 4.5% 11.4%

NIKKEI 225 (JPY) 4.8% 39.6%

MARKET PERFORMANCE

INTERNATIONAL MARKETS

When the chips are down
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In an unusually large divergence from global markets, 
the S&P/NZX 50 Index returned -6.9% for the month 
versus positive returns for many global peers. Despite 
a relatively good reporting season thus far, the index 
was dragged down by rising bond yields, as well as 
some notable stock-specific impacts.

Among the worst performers, index heavyweight 
Fisher & Paykel Healthcare (FPH: -15.6%) was the major 
casualty of interest rate sensitive stocks falling out 
of favour due to rising bond yields. Meridian Energy 
(MEL: -20.3%) and Contact Energy (CEN: -16.3%) fell 
sharply after S&P proposed changes to its Global 
Clean Energy Index which would likely instigate ETF 
selling in these companies. a2 Milk (ATM: -16.0%) 
announced its third FY21 guidance downgrade in six 
months. Continued weakness and lack of transparency 
around the significant daigou (informal reseller) 
channel continues to be a source of consternation  
for the company. 

On a more optimistic note, cinema software company 
Vista Group International was the top performer in 
the Index, returning 14.1% on the expectation that 
the vaccine rollout could lead to cinema attendance 
normalising in the near future. Other outperformers 
were the dual-listed banks, with results for both ANZ 
(ANZ: +10.6%) and Westpac (WBC: +13.5%) ahead of 
expectations. Both benefited from tailwinds, including 
improving net interest margins and more benign credit 
losses, which allowed them to write loss provisions 
made earlier back to profit. The banking sector is also 
one of the few that could stand to benefit from recent 
rising bond yields.

NEW ZEALAND MARKET

Strong earnings, weak market

COMPANY NAME
1 MONTH 
RETURN

1 YEAR 
RETURN 

Vista 14.1% -43.6%

Skellerup 13.9% 136.9%

Westpac Banking Corp 13.5% 6.0%

Australia & NZ Banking Group 10.6% 13.9%

Fonterra Co-op Group 10.6% 30.0%

NZ TOP 5 INDEX PERFORMERS NZ BOTTOM 5 INDEX PERFORMERS

COMPANY NAME
1 MONTH 
RETURN

1 YEAR 
RETURN 

Meridian Energy -20.3% 30.3%

Contact Energy -16.3% 10.4%

a2 Milk -16.0% -40.6%

Fisher & Paykel Healthcare -15.6% 14.9%

Synlait Milk -15.4% -33.0%

NEW ZEALAND INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

S&P/NZX50 -6.9% 8.6%

S&P/NZX Mid Cap -3.6% 11.2%

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

MARKET PERFORMANCE
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The S&P/ASX200 Index returned 1.5% in February, 
after bond market ructions wiped away more than 
half the month’s gains on the final trading day. 
Unsurprisingly, interest-rate sensitivity was a key theme 
behind sector performance. The two worst returning 
sectors, IT (-8.9%) and Utilities (-8.0%), are both 
casualties of rising rates. On the other side, Materials 
(7.3%) performed best, followed by Financials (5.2%). 
Resources were buoyed by rising industrial commodity 
prices, most notably Brent Oil and Copper, which were 
both up over 15% in USD terms.

Interim reporting season provided a litmus test for 
earning expectations, with more companies surprising 
on the upside versus the downside. However, lack 
of visibility added a cautionary tone to outlook 
statements amidst the supply chain disruptions and 
abnormal demand which are still impacting many 
sectors.

top performer, returning 35.4%. The wooden spoon 

Buy-now pay-later operator Zip was again the index’s 
top performer, returning 35.4%. The wooden spoon 
went to utility services provider Service Stream 
(-39.6%) after a weak result revealed a large drop in 
revenue from their core telco segment.

February’s macroeconomic data releases were 
overshadowed by the sharp rise in Australia’s 10-
year bond yield from 1.13% to 1.92%. Such a rise 
is a double-edged sword, on the one hand it can 
reflect the economy running hotter as the recovery 
gathers steam, but it can also indicate rising inflation 
expectations due to excessive stimulus. Second order 
impacts of too brisk a rise in bond yields, particularly 
Australian dollar strength, induced the RBA to 
intervene more forcefully. Its more aggressive bond-
buying on March 1st helped push the 10-year below 1.70%.

AUSTRALIAN MARKET

RBA Reverse Bond Vigilante

SECTOR 1 MONTH 1 YEAR 

Materials 7.3% 39.7%

Financials 5.2% 1.2%

Energy 2.4% -9.9%

Telecommunications -0.3% 8.4%

Industrials -1.8% -10.7%

AU TOP 5 PERFORMING SECTORS AU BOTTOM 5 PERFORMING SECTORS

SECTOR 1 MONTH 1 YEAR 

Information Technology -8.9% 56.9%

Utilities -8.0% -21.0%

Consumer Staples -4.6% 2.9%

Health Care -2.9% -8.1%

Consumer Discretionary -2.9% 18.3%

AUSTRALIAN INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

S&P/ASX200 (AUD) 1.5% 6.5%

S&P/ASX Small Cap (AUD) 1.5% 17.2%

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

MARKET PERFORMANCE
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It was a turbulent month for bond markets with a sharp 
spike in bond yields resulting in negative returns for most 
global fixed interest indices. The S&P/NZX Investment 
Grade Corporate Bond Index was no exception, declining 
by 1.9%, while the S&P/NZX Government Bond Index 
was down 3.6%. New Zealand, Australia, and the US have 
all seen their 10 year government bond yields increase 
by more than 0.5% since the start of the year, and this 
move accelerated towards the end of February. Despite 
causing unhelpful market volatility, it is actually a positive 
sign, with increases in both inflation expectations and real 
interest rates signalling that monetary policy objectives 
are closer to being met. The dilemma facing central banks 
is assessing the speed and magnitude of these market 
movements. If they think that bond yields are rising too 
quickly it could be perceived as a premature tightening of 
monetary conditions.  

The RBNZ is in a particularly awkward spot because 
the local economic data has been much stronger than 
expected, making it more difficult to justify its aggressive 
asset purchasing and bank funding programs. The 
governor continues to talk about being ready to add 
more stimulus (including a negative OCR), but at the 
same time the RBNZ is being forced to upgrade its 
economic forecasts and is also dealing with political 
pressure stemming from an overheated property market. 
This month the Minister of Finance announced that the 
RBNZ is now required to consider government policy 
on housing in relation to its financial policy functions. 
The actual targets (inflation and employment) have not 
changed, but we think it will result in the RBNZ paying 
more attention to house price inflation. Market pricing is 
now implying a 50% chance of an OCR hike in the next 12 
months.

FIXED INTEREST MARKETS

Central Banks are playing defence

FUND PERFORMANCE OVERVIEW

INTEREST RATES RATE
RATE  

1 YEAR AGO

NZ OCR 0.25% 1.00%

NZ 5yr Swap 1.20% 0.89%

NZ 10yr Gov 1.90% 1.06%

RBA Cash 0.10% 0.75%

AU 10yr Gov 1.92% 0.82%

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

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.

Income 
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Balanced 
Fund

Growth 
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New 
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Equity Fund

Australian 
Equity 
Fund

International 
Equity Fund

Altum 
Fund

Socially 
Responsible 
Investment 

Fund

-1.1%

3.4%

-0.4%

2.9%

-0.5%

4.4%

0.1%

6.1%
5.1%

-0.4%

6.7%

0.4%

-6.4%

12.8%

3.4%
1.5%

7.3%

-0.3%

14.5%

7.4%

1 Month 1 Year

INDEX
1 MONTH 
RETURN

1 YEAR 
RETURN 

Government Bond -3.63% -2.41%

Inv. Grade Bond -1.93% 1.10%

Australian Government Bond -4.40% -4.00%

Australian Corporate Bond -1.76% 1.71%

Barclays Global Agg Hedged (NZD) -1.54% 0.12%

BOND INDICES

Above figures as at 28 February 2021.



*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.

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.


