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Global equities started the month on a strong note, 
continuing to make gains on increasing optimism that 
inflation may have finally peaked and that the Federal 
Reserve (Fed) would soon pivot away from aggressive 
monetary policy tightening. However, at the central bank 
symposium held at Jackson Hole, Fed Chair Jerome 
Powell reaffirmed that achieving price stability and an 
inflation target of 2% remain the primary focus. Powell 
also acknowledged the prospect of a prolonged period 
of restrictive policy and associated pain for households 
and businesses as a lesser evil to the alternative of failing 
to control inflation. Powell’s message was loud and clear, 
and even made references to Paul Volcker – a former 
Fed Chair who is widely credited with successfully 
containing high inflation in the early 1980s through highly 
restrictive policy which pushed the US economy into a 
severe recession. The hawkish messaging caused equity 
markets to sell-off sharply, seeing the MSCI World (NZD) 
Index give up its earlier gains to close -2% for the month. 

 

Despite the strong rebound seen in equity markets since 
the June lows, the backdrop for investors continues to 
remain uncertain and fragile. While corporate earnings 
for the 2Q22 period were broadly positive and exceeded 
analyst estimates, there was a deterioration in quality 
and growth within the results. For the S&P 500 Index in 
aggregate, reported revenue was above expectations, 
primarily reflecting inflationary pass-through, whereas 
earnings were relatively weak on rising wage costs 
and supply chain constraints. At the individual sector 
level however, it is evident that US corporates in most 
industries are not in the best shape. Stripping out the 
Energy sector, which has benefited enormously from this 
year’s rally in oil prices, earnings for the rest of the market 
actually contracted, driven primarily by the Consumer 
Discretionary, Financials, and Communications sectors. 
Looking ahead, of those companies that issued earnings 
guidance for their current fiscal year, 55% revised their 
guidance downwards. This has finally resulted in analysts 
revising down their future earnings expectations, making 
equity valuations less attractive.
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CURRENCIES RATE
MONTHLY  

% CHANGE

AUD/NZD 0.8944 -0.58%

GBP/NZD 0.5266 2.01%

EUR/NZD 0.6087 -1.06%

USD/NZD 0.6119 -2.53%

JPY/NZD 85.013 1.60%

INTERNATIONAL INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

MSCI WORLD (USD) -4.2% -15.1%

MSCI WORLD (NZD) -2.0% -2.5%

S&P 500 (USD) -4.1% -11.2%

STOXX EUROPE 600 (EUR) -5.3% -11.8%

NIKKEI 225 (JPY) 1.1% 2.0%

MARKET PERFORMANCE

INTERNATIONAL MARKETS
Echoes of Volcker slam sentiment
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August reporting season was a mixed bag with 
positive surprises for revenues and to a lesser extent 
earnings, while profit and dividend outlooks were more 
circumspect. Cost inflation, especially on the labour 
front continues to be a running theme. Lags and limits 
on passing higher costs through via price increases has 
also contributed to margins being squeezed for some 
companies. Against this backdrop, the benchmark 
S&P/NZX50 Index eked out a 0.9% return for the 
month, bringing the year to date return to -11%.

Infant formula brand a2 Milk was the Index’s top 
performer, returning 24.8% after its result beat 
analyst expectations. The relief rally was underpinned 
by indications the worst may have passed after a 
challenging couple of years. Elsewhere, two other 
strong performers were Air New Zealand and Tourism 
Holdings, returning 11.5% and 10.6% respectively on 
optimism about tourism and travel volumes making 
a stronger comeback. Asset-gatherer Infratil was 
another notable performer, returning 8.0% on the back 
of a substantial upward revaluation of its US renewable 
energy affiliate.

NEW ZEALAND MARKET
Versions of mean reversion

COMPANY NAME
1 MONTH 
RETURN

1 YEAR 
RETURN 

a2 Milk 24.8% 3.3%

Air New Zealand 11.5% -26.5%

Tourism Holdings 10.6% 12.9%

Scales Corp 9.5% -0.5%

Synlait Milk 8.8% 5.5%

NZ TOP 5 INDEX PERFORMERS

COMPANY NAME
1 MONTH
RETURN

1 YEAR 
RETURN 

Pacific Edge -42.3% -68.3%

Eroad -30.2% -76.2%

Restaurant Brands New Zealand -15.5% -47.5%

Heartland Bank -9.4% -15.0%

Fisher & Paykel Healthcare -7.3% -39.2%

NEW ZEALAND INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

S&P/NZX 50 0.9% -12.2%

S&P/NZX Mid Cap 1.3% -12.0%

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

The worst performer in the index was biotech 
Pacific Edge, which returned -42.3% after emerging 
from a trading halt following speculation about 
reimbursement changes for its Cxbladder cancer 
biomarker tests in the US. In the accompanying 
disclosure, the company took pains to mollify concerns 
but confirmed the proposed changes would have a 
material impact on revenue if implemented. Other 
notable underperformers were Restaurant Brands 
and Fisher & Paykel Healthcare, which returned -15.5% 
and -7.3% respectively. Restaurant brands warned 
full-year profit could fall almost 40% as inflation and 
covid absenteeism continue to weigh on its 
franchisees; whereas Fisher & Paykel indicated a 
sharper than expected reversion of respiratory device 
revenues back to pre-pandemic levels in its first half 
2023 guidance.

NZ BOTTOM 5 INDEX PERFORMERS 

MARKET PERFORMANCE



30800 782 900 | info@quaystreet.com | quaystreet.com 

combination of falling margins and a near doubling of 
inventory sparked fears of heavy discounting ahead into 
a weakening consumer environment overseas.

Domestically, the Australian consumer remains 
unperturbed. Though the two major supermarket 
operators both noted some evidence of thrifting, 
for the moment it appears a red-hot jobs market is 
overshadowing the squeeze from higher interest rates 
and inflation. In spite of CPI inflation running at 6.1% and 
a third sequential 0.50% hike from the RBA, retail sales 
growth is holding up in real terms and the unemployment 
rate of 3.4% remains at multi-generational lows. With 
a significant amount of mortgages resetting to higher 
rates in coming months and the permanent immigration 
intake being stepped up, it remains to be seen whether 
Australia too succumbs to the recession miasma 
troubling much of the developed world. 

SECTOR 1 MONTH 1 YEAR 

Energy 7.8% 53.0%

Materials 4.4% 2.6%

Telecommunications 2.5% -3.0%

Industrials 1.2% 1.3%

Consumer Discretionary 0.9% -16.0%

AUSTRALIAN MARKET
Suspended animation

In the aftermath of a highly anticipated corporate 
reporting season, the S&P/ASX 200 Index closed the 
month with a 1.2% return. Fortunes diverged markedly 
between sectors, with Energy and Materials returning 
7.8% and 4.4% respectively, and Property faring worst 
with a -3.5% return. Whilst major surprises versus 
market expectations were fairly limited, uncertainty was 
a prominent theme, with outlook statements broadly 
cautionary about the year ahead amidst poor demand 
visibility and labour availability challenges.

Reenergised interest in materials required to support 
energy transition was the common thread behind the 
top three performers this month. Lithium hopeful Lake 
Resources returned 44.4% despite no news since its 
quarterly report in late July, Copper miner Oz Minerals 
returned 36.8% after rebuffing an $8.3b takeover 
approach from BHP, and Lithium miner Pilbara returned 
31.8% after it flipped from loss making to a $562m annual 
profit. Conversely, women’s fashion retailer City Chic was 
the worst performer, returning -29.1% after the 

AU TOP 5 PERFORMING SECTORS AU BOTTOM 5 PERFORMING SECTORS

SECTOR 1 MONTH 1 YEAR 

Property -3.5% -11.1%

Consumer Staples -1.8% -4.9%

Utilities -1.6% 34.5%

Financials -0.6% -2.8%

Information Technology -0.1% -34.7%

AUSTRALIAN INDICES
1 MONTH 
RETURN

1 YEAR 
RETURN 

S&P/ASX 200 (AUD) 1.2% -3.4%

S&P/ASX Small Cap (AUD) 0.6% -14.7%

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

MARKET PERFORMANCE
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Yields moved higher in August as investors priced in 
stronger commitment from central bankers in their 
efforts to tackle inflation. This led to negative returns 
for the month with the S&P/NZX Investment Grade 
Corporate Bond Index ending -1.7%, eroding the gains 
made in July. Credit spreads remained range bound for 
the month, resulting in little distinction between New 
Zealand and Australian corporate bond returns. Longer 
duration government bond indices underperformed 
on both sides of the ditch, absorbing much of the 
shift higher in yields and sustaining falls of around 3% 
apiece. In the wake of corporate reporting season on 
both sides of the Tasman, balance sheets remain in 
relatively healthy positions and management teams 
are displaying more confidence in re-establishing 
capital expenditure plans, albeit with a sharper focus 
on costs and returns as the cost of debt ratchets 
higher.

Australia’s hiking cycle was further advanced by 
the RBA raising rates as expected by 0.5% to 1.85%. 
Updated forecasts remain relatively dovish and 
contemplate cash rates peaking around 3% with GDP 
steadying to 1.8% in 2023. The RBNZ similarly hiked 
by 0.5% to lift the OCR to 3%, which also came as 
little surprise to the market. In contrast to the RBA’s 
more dovish estimates, the RBNZ marginally revised 
its OCR track to indicate a 4.1% peak by Q2 of 2023, 
with GDP growth expected to contract below 1% next 
year. Updated projections exhibit a steeper trajectory 
for unemployment in New Zealand, which is expected 
to rise to 5% compared to a more optimistic reading of 
4% in Australia. 

Jackson Hole, the Fed’s economic symposium known 
by its location in Wyoming, captivated the market’s 
attention in second half of the month. Chair Jerome 
Powell was resolute in his address by reaffirming the 
FOMC’s pledge to getting inflation back down to the 
2% target. The hawkish address all but dashed market 
hopes for rate cuts in the first half of the New Year.

FIXED INTEREST MARKETS
Talking the talk

FUND PERFORMANCE OVERVIEW

INTEREST RATES RATE
RATE  

1 YEAR AGO

NZ OCR 3.00% 0.25%

NZ 5yr Swap 4.14% 1.66%

NZ 10yr Gov 3.98% 1.82%

RBA Cash 1.85% 0.10%

AU 10yr Gov 3.60% 1.16%

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

INDEX
1 MONTH 
RETURN

1 YEAR 
RETURN 

Government Bond -3.09% -10.42%

Inv. Grade Bond -1.74% -5.99%

Australian Government Bond -3.18% -13.60%

Australian Corporate Bond -1.61% -10.43%

Barclays Global Agg Hedged (NZD) -2.67% -9.97%

BOND INDICES

All figures are as at 31 Aug 2022 unless stated otherwise.

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.



*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.




