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W
elcome to the third issue of ASB Progress, 

where we keep you up to date with what’s 

happening across local and global markets.

In this edition we discuss the Wellbeing budget that was 

released 30 May, the Government’s new focus in the 

wake of the capital gains tax proposal being dropped, 

the misconceptions around dividend yield, and our 

economists’ thoughts on the multi-storey housing market. 

We also speak with our Head of Capital Solutions, Fergus 

Lee, who shares his thoughts on achieving a successful 

business exit, so if you’re a business owner make sure you 

check out his article. 

As always, we appreciate the feedback and 

suggestions we get for every issue of ASB Progress, 

so please keep sending them through. Get in touch via 

progressmagazine@asb.co.nz. 

Thank you for your continued support of our business.

Regards,

Jonathan Beale 

General Manager Wealth  

Private Banking, Wealth & Insurance



I
nvestors have a large opportunity 

set when selecting investments 

and fund managers. Often, a fund 

manager will carry a style label, such 

as value, income or growth manager, 

but the true meaning of each style 

might be somewhat blurred and 

sometimes even overlap. As a core 

growth manager, we will use this 

column to open the bonnet on growth 

investing and how an active approach 

can be important when assessing the 

growth-opportunities of a company. 

In our view, a growth manager is 

attracted to companies that can 

demonstrate favourable long-term 

growth in earnings and have the 

potential for continued secular 

growth in the future. This can be 

illustrated by companies which have 

a large addressable market, valuable 

options in R&D and adjacent markets, 

alongside having megatrend tailwinds. 

A growth manager believes that these 

types of companies are what investors 

should own to really grow wealth from 

their investments. Global examples 

of growth companies include Google/

Alphabet, Amazon and Tesla.

Locally, the a2 Milk Company (a2 

Milk) is a great case study as this is 

a company with 20 years of history 

and is now one of New Zealand’s most 

prominent growth companies, having 

global aspirations and a differentiated 

product that is increasing in brand 

awareness in the world’s two largest 

consumer markets, China and the U.S.

It is also a company which polarises 

investor sentiment, with some investors 

saying it is too expensive and growth 

investors saying it has the potential to 

further grow its earnings, therefore 

justifying its current valuation.

a2 has recently become the most 

valuable company in New Zealand, with 

a market value of over $12bn. In this 

article, we take a trip down memory 

lane to see where a2 has come from 

and some of the speedbumps it has 

faced along the way, as is often the 

case for true growth companies. 

First, some context

Circumstances have changed several 

times during the last 20 years for 

a2 Milk, initially operating as an IP-

company hoping to earn a royalty on 

its intellectual property. For a long 

time, commercial success was nowhere 

to be seen.

The first life-changing event for a2 

took place when Geoff Babidge and 

Peter Nathan joined the company 

some 12 years ago, making it a 

commercial success by conquering 

the Australian dairy aisles. Today, a2 

has 11% market share of the branded 

Australian fresh milk market and 

sells as a premium product. 

Then, on the back of surging demand 

for imported infant milk formula in 

China, the company launched its first 

line of infant milk powder in 2013, 

transforming the company into a 

globally leading nutritionals company 

with a revenue expected to be over 

$1.3 billion dollars in the current 2019 

fiscal year, up some 40% on the 

previous year.

Whilst we believe China provides a 

long runway of continued growth 

for a2 Milk, the US is the next 

jurisdiction where the company will 

make its unique products available 

to consumers. In fact, our in-market 

research suggests they are already 

making significant US market share 

gains through the fresh milk business 

with optionality to accelerate growth 

with additional product launches.

2018 was a testing year for 
investor sentiment

By our estimate, China accounts for 

close to 75% of a2’s total sales and an 

even larger proportion of profits. Safe to 

say, China is demonstrably important to 

get right, both for the company and for 

the market to forecast. 

Harbour’s view of a2 Milk was tested in 

2018, when the company faced its first 

credible competitor – none other than 

Nestlé, the world’s largest fast-moving 

consumer goods company – launching 

its first a2-type infant formula. 

Following the competitive space 

heating up, a2 announced a re-

branding, causing chaos among 

distributors afraid of being stuck 

with old inventory. This saw pricing 

pressure on older branded product and 

came with the first profit downgrade 

by the company in multiple years.

The company also faced a change at the 

helm, with a new CEO taking over from 

the hugely successful Geoff Babidge, 

who retired from the company; a testing 

time for any shareholder. Only weeks 

into the new role, the incoming CEO 

announced that she had sold all her 

available shares, sending shockwaves 

through the market and sending the 

share price into a dive.

Finally, there were comprehensive 

changes to the Chinese regulatory 

landscape for infant milk formula 

producers being announced, and 

more tension in the risk assessment 

saw market opinion of a2 Milk being 

challenged once again.

Checking if the growth 
can continue – in-market 
research

Given this raft of sentiment-damaging 

changes, a key question for growth 

investors was whether the growth 

outlook had actually changed. With 

China being the key driver of medium-

term growth, verifying the thesis in the 

Chinese sales outlook was critical to 

decide if the growth outlook  

had changed. 

China has been the fastest growing 

consumer market in the world for 

a long time and over a decade of 

regular China trips have taught us 

that brands that are able to connect 

with the Chinese consumer can 

do exceptionally well. The Chinese 

consumer generally has high 

spending power and the population 

is vast, making the total addressable 

market very large. Hence, the macro 

fundamentals still looked good, but 

was the brand damaged?

Meaningful insights can be gained 

through data and desk-analysis, 

but true brand equity is difficult 

to assess from afar. Regular China 

visits (as much for a2 as other New 

Zealand companies with significant 

China-linked sales) are important to 

monitor change in sentiment towards 

a brand or industry. As the dust 

was unsettled by last year’s events, 

having boots on the ground in China 

provided valuable insights into brand 

awareness. If anything, the awareness 

and enthusiasm of retailers stocking 

the product was significantly improved 

relative to previous visits. This 

provided a strong signal to us that the 

underlying business was still delivering 

in spades despite the market noise.

Another point worth noting on China 

(especially as a growth investor), is 

that going to Shanghai alone is not 

a fair representation of wider China. 

Nor does it suffice to only visit Tier-1 

cities (Beijing, Shanghai, Guangzhou 

and Shenzhen) to get a broad insight 

into market conditions. Most of the 

growth to be had in China in the next 

decade will be from beyond the Tier-1 

cities. This was another learning that 

helped shape the growth outlook; 

having had multiple team members 

doing the rounds in China last year, 

we ultimately concluded that we 

believe none of the fundamentals 

were broken; if anything, the brand 

equity and opportunity for a2 had 

strengthened.

a2 is firmly focused on maximising 

the opportunity in the Chinese market 

and most companies would look to 

them for inspiration in what they 

have achieved. However, as a highly 

aspirational company, the focus has 

widened, and the next opportunity 

has been articulated – the U.S.
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China, the US and the 
a2 Milk Company – why 
research trips matter.
Oyvinn Rimer, Harbour Asset Management.



The U.S. is an even larger consumer 

market than that of China and a lot 

of the characteristics of the U.S. 

consumer are similar to those in 

Australia and China where a2 Milk 

is already a premium product with 

mass market appeal. As a growth 

company, it is an obvious adjacent 

market to focus on to secure long-

term growth beyond China. 

Our view is that the U.S. represents 

a multi-faceted opportunity for 

a2 Milk, and they have chosen to 

build broad-based brand awareness 

by launching into the fresh milk 

category (not too dissimilar to 

their Australian playbook). We 

think the fresh milk opportunity 

alone is under-appreciated by the 

market and that the company has a 

chance of taking significantly more 

market share than what is currently 

perceived as possible. 

Off the back of this newfound 

curiosity, learning more about 

the U.S. consumer and the a2 

opportunity was necessary to 

decide whether the large up-

front marketing investment could 

eventually become a meaningful 

driver of further growth. Being 

on the ground in the market that 

companies operate in is highly 

beneficial to form a view of the total 

addressable market.

It is clear that a2 Milk has a 

very significant opportunity 

to diversify its business into a 

new jurisdiction and new product 

categories. Early signs of success 

are also starting to appear, with 

strong retailer take-up (suggesting 

early success with the initial stores) 

and good sales growth. We estimate 

that a2 is now available in a third of 

all US supermarket stores.

For the first time in the company’s 

history, there is a significant balance 

sheet available to support growth 

options. Newly deployed marketing 

expenditure is also likely to assist 

consumer awareness, both in China 

and the US, which could lead to 

accelerated growth.

Like all things in investment 

markets, nothing is certain; and 

whilst a2 Milk has most of the 

characteristics that appeal to a 

growth investor, the investment 

thesis could change quickly and 

market pricing even faster. Market 

noise comes and goes and share 

price movements can be severe on 

non-material information. Growth 

investors often take a longer-term 

view and can allow capital to be 

patient as long as confidence in the 

outlook does not deteriorate. In-

market research and being close to 

the market dynamics that ultimately 

decide long-term success is one way 

of challenging a growth thesis.

If you’d like to know more or have 

any questions, please get in touch 

with your Relationship Manager. 

Harbour Asset management 

have been appointed to actively 

manage ASB’s Australasian 

Equity Total Return Portfolio in 

conjunction with another local 

manager. The information provided 

in this article is not intended to 

constitute advice to any person.  

www.harbourasset.co.nz/disclaimer
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What next? 
Nathan Penny, Senior Rural Econmist, shares 
some thoughts on life after CGT, Budget 2019, 
and the outlook. 

a $229m package to encourage 

sustainable land use. 

The process for developing the 

Wellbeing Budget is also significantly 

different from the traditional budget 

process. The flowchart gives a 

graphical representation of the new 

process.

The Government has also given itself a 

more flexible debt target, moving from 

a single figure (20%) to a range of 

around 15-25% of GDP. 

For our part, we are supportive of the 

new framework and its potential for 

informing spending and investment 

decisions. However, these changes 

will take time to bed down and time 

for the impacts of new spending and 

investment to be revealed. Success will 

also depend heavily on ensuring there 

is appropriate feedback from measured 

outcomes back into policy refinement, 

something NZ’s short electoral cycle 

may hamper.

Regardless of the process, economists 

and Treasury will still rely on 

traditional measures to analyse the 

fiscal and economic outlook, form 

views on what it all means for future 

growth and prosperity, and where 

some of the risks lie. 

In this vein, Budget 2019 ticks the 

usual fiscal boxes. Over the forecast 

period, the Treasury estimates the 

Government will run small surpluses, 

and net debt levels will track lower. 

The Budget forecasts showed net core 

Crown debt falling from 20.7% of GDP 

in 2020/21 to 18.7% of GDP in 2022/23. 

Also, the Government has incorporated 

additional spending compared to the 

Half-Year Update released last year. 

The Budget 2019 operating allowance 

has been increased by $1.4bn and 

the Budget 2020 allowance has been 

increased as well. And in many ways, the 

economy could do with the boost as it 

goes through a softer patch of growth. 

We do see downside risks to Treasury’s 

economic and tax revenue forecasts. 

Indeed, while our real (inflation-

adjusted) GDP forecasts are similar to 

Treasury’s, our nominal (unadjusted) 

GDP forecasts are lower. And it’s 

nominal GDP that matters for tax 

revenue. Accordingly, we think there is 

a risk that the Government misses its 

revenue and net debt targets. Indeed, 

the Government has committed 

to extra spending, investment and 

borrowing, assuming that it will have 

the tax revenue to do so. Of course, 

time will tell if they do. 

In saying all this, the fiscal 

management of this Government and 

preceding governments has the books 

in an enviable position on a global 

basis. The debate in New Zealand 

revolves around what the Government 

should do with its surpluses, and the 

importance of meeting the debt target. 

Many major governments around the 

world cannot rein in their deficits, and 

have rising debt levels that are already 

way over 100% of GDP. Examples 

include the governments of the US, UK, 

Italy, France and Japan. 

Fiscal prudence in the past, and still-

positive economic growth means this 

and future governments have plenty 

of options for the future. We should 

at the least see proposals to change 

the income tax settings going into the 

election next year. Between now and 

then we may also hear about a few 

other ideas that appeared in those 

99 proposals from the Tax Working 

Group, such as a vacant land tax. The 

Government has also proposed options 

for a digital services tax for multinational 

companies that generate income 

through cross-border digital services 

rather than local face-to-face retail. 

I
n the last Progress magazine 

we discussed the Tax Working 

Group’s report, which was 

released in February. Although 

the report contained 99 different 

recommendations about taxation 

to consider, the national debate was 

focused on one issue – capital gains 

tax. The decision in April to not pursue 

a capital gains tax was understandable 

from a political perspective. With no 

consensus within the government, 

Prime Minister Ardern has been a 

“pragmatic idealist”. 

With an eye on the 2020 election, 

Ardern has also created certainty for 

voters by ruling out a capital gains 

tax on her watch, saying “While I have 

believed in a CGT, it’s clear many New 

Zealanders do not. That is why I am also 

ruling out a capital gains tax under my 

leadership in the future.” (Source: Stuff). 

With capital gains tax off the table, and 

not much discussion about the other 

98 recommendations, the next fiscal 

focus was on the Government’s 2019 

Budget, which was released in late May.

Budget 2019 was labelled by the 

Government as the first “Wellbeing 

Budget”. The Government states that 

it represents a significant change from 

how Budgets have previously been 

designed, developed and presented. 

Specifically, the Wellbeing Budget 

focuses on five priority areas: 

• Taking mental health seriously: 

Supporting mental wellbeing for all 

New Zealanders, with a special focus 

on under 24-year-olds. To this end, 

the Government announced $455m 

worth of funding over the next 

four fiscal years for a new frontline 

service for mental health.

• Improving child wellbeing: Reducing 

child poverty and improving child 

wellbeing, including addressing 

family violence. On this front, 

the Government has announced 

specialist services as part of $320m 

package to address family and 

sexual violence.

• Supporting Maori and Pasifika 

aspirations: Lifting Maori and Pacific 

incomes, skills and opportunities. 

With this in mind, Whanau Ora 

received a major funding boost.

• Building a productive nation: 

Supporting a thriving nation in the 

digital age through innovation, social 

and economic opportunities. To this 

end, the Government has put aside 

$300m for a venture capital fund 

and nearly $200m for vocational 

education reforms.

• Transforming the economy: Creating 

opportunities for productive 

businesses, regions, iwi and others 

to transition to a sustainable and 

low-emissions economy. 

The key policy for this priority area was 

a $1bn boost in funding for KiwiRail, 

while the Government has earmarked 

Source: The Treasury

For our part, we are 
supportive of the new 

framework and its 
potential for informing 

spending and 
investment decisions.  

“

”
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Wellbeing Budget Process

Traditional Budget Process

Cabinet agrees to 
broad priorities 
to guide Budget 
decisions as part of 
the strategy

Ministers 
and agencies 
develop 

initiatives

The Treasury 
assesses 
initiatives, with 
a focus on value 
for money 
and strategic 
alignment

Cabinet agrees 
to a final package 
recommended by 
Budget Ministers

Budget documents 
present the final 
package

Cabinet agrees Wellbeing Budget priorities 
through an evidence based and collaborative 

process that anchors Budget 2019
Ministers and agencies develop initiatives 

targeting intergenerational wellbeing outcomes 
and present expected wellbeing impacts

Assessment of initiatives includes consideration 
of their impacts for the Living Standards 

Framework wellbeing domains and capitals

Impact analysis and evaluation of policies inform 
evidence based priorities in future Budgets

Budget documents present the impact of Budget 
decisions for improving the wellbeing of New 

Zealanders
Cabinet agrees a Budget package that best 
supports wellbeing outcomes, as advised by 

Cabinet Committees



The misconceptions 
around dividend yield.
Nick Dravitzki, Devon Funds Management.

the period from 1900 to 2017, the 

real return on equities was 6.5% 

per annum including reinvested 

dividends, but only 2.2% from 

capital appreciation alone. Let’s 

use a smaller starting sum to 

measure the practical impact of 

these returns – if we invested $1, 

the capital return accumulated over 

the 117 year period would be $13.70, 

a return of 1,270%, but the return 

including reinvested dividends would 

be $1,654, a return of 165,300%! 

In the UK over the same period 

capital gain generated a paltry 

0.9% per annum – over 117 years 

your $1 becomes just $2.90. Include 

reinvested dividends and the return 

improves dramatically – to $566. 

Unequivocally, over very long periods 

of times, dividends account for the 

large majority of investors’ returns.

If dividends are important, as clearly 

they are, then the way to focus 

specifically on them is to look for 

stocks with higher dividend yields 

i.e. if we express the dividend as 

a percentage of the share price, a 

higher percentage is a higher yield. 

For example if stock A is valued at $1 

per share and pays a dividend of 5c 

per share, it has a dividend yield of 

5%, whereas stock B with the same 

$1 per share value but pays only 2.5c 

dividend, has a dividend yield of  

only 2.5%. 

If we want to invest in stocks with 

higher dividend yields we are lucky 

to live in this part of the world 

because generally dividend yields 

in Australia and New Zealand are 

higher than most other markets. 

Over the last 10 years the dividend 

yield of Australia has averaged 

around 4.5% and New Zealand 4.7% 

(although recently the NZ yield has 

fallen below 4% while the Australian 

yield has held up much closer to its 

long term average at around 4.6%). 

This compares to the United States 

where dividend yields over that time 

have averaged around 2%. 

There are a couple of key 

reasons for this. The first is the 

advantageous tax treatment of 

dividends. As we said before, 

dividends are paid out of profits, 

and in New Zealand and Australia 

we treat dividends as non-taxable 

where tax has already been paid 

on the profits. The system in New 

Zealand uses what are called 

‘imputation credits’ and in Australia 

‘franking credits’ but both mean 

that most dividends paid out to 

investors are tax free. Consequently, 

there is usually no tax disadvantage 

to companies returning cash to 

investors by way of dividends. 

This contrasts with other offshore 

markets where further tax is often 

payable, hence making dividend 

payments value destructive. 

The other driver is the make-up of 

local markets. In New Zealand for 

most of the market’s history much 

of the index has been made up of 

the types of companies that tend 

to be high yielding. If we go back 

15 years to May 2004, the top five 

companies by market capitalisation 

were Spark (back then it was called 

Telecom and included what is now 

Chorus), Contact Energy, Fletcher 

Building, Auckland International 

Airport and SkyCity. Four of these 

five had cash dividend yields above 

5% (the exception was Auckland 

Airport which yielded only modestly 

over 3%). In Australia the story was 

very similar – the top five largest 

constituents of the ASX200 15 

years ago were National Australia 

Bank, BHP, Commonwealth Bank of 

Australia, ANZ and Westpac. Again 

four of these five had dividend yields 

above 5% (the unsurprising outlier 

being BHP). 

W
hen most people think 

about investing in share 

markets, it is unlikely 

that the first thought that pops 

into their mind is the apparently 

mundane topic of dividends. Most 

often when share market news 

migrates from the business section 

to the front pages, it is to celebrate 

the great wealth created by (the 

rare occurrence of) a business 

increasing many-fold in value or the 

destruction of wealth caused by a 

share market ‘crash’ (thankfully also 

rare). Perhaps we can blame this 

on the ever-accelerating news cycle 

where only the sensational is worthy 

of our attention but whatever the 

reason it ignores the extraordinary 

significance of dividends to the 

investor experience.

When we talk about dividends we 

refer to regular payments made to 

the common equity holders (the 

owners) of a business. In the normal 

course of events dividends are paid 

out of a company’s profits. In a very 

real sense, a dividend is the benefit 

of owning a company. The majority 

of listed companies pay dividends 

to some desire, typically when they 

have reached a level of maturity 

and profitability. Sometimes it is 

appropriate for companies not to 

pay dividends - where companies can 

generate good returns on investment 

then they should retain profits to 

reinvest in their business, rather than 

pay those profits out to owners in the 

form of dividends. Very high growth 

businesses are the best example of 

this (recent examples in New Zealand 

include Xero, Pushpay and a2 Milk) 

but we need to be careful that the 

glamour of these types of businesses 

doesn’t blind us to the more common, 

and indeed, more important world of 

dividends. 

Our investing forbears would be 

very surprised by the contemporary 

lack of focus on dividends – for 

centuries a company’s dividend 

was the only measure that equity 

holders ever really looked at, for 

the very simple reason that it was 

those payments that they viewed 

as their return. Modern financial 

theory tends to view dividends as 

a form of capital management that 

can be separated from valuation 

and in practice tends to focus more 

on earnings before dividends as the 

appropriate measure of company 

value. While there are useful insights 

in this approach, investors ignore 

the power of dividends at their peril.

Let’s start with the New Zealand 

experience. If we compare total 

cumulative return, including 

reinvested dividends, of the NZ 

market over the last 15 years with 

the return produced by movements 

in share prices alone, it is clear that 

dividends have provided the bulk 

of the return. Over that period the 

NZX50 excluding dividends has 

returned a compound annual growth 

rate of 4.06%. The NZX50 Gross 

(i.e. including reinvested dividends) 

has returned 9.32% p.a. That annual 

difference, which is purely driven by 

reinvesting dividends, means that for 

$100,000 invested on 31 March 2001, 

capital growth on its own would have 

seen the initial investment grow 

to $181,690, an 82% return. But 

counting re-invested dividends the 

same amount would have grown to 

$380,590, a return of 281%.

In Australia the difference is similarly 

dramatic. Over the same time period 

(the 15 years to the 30th April 2019) 

the Australian capital index has 

returned 4.22% while the index 

calculated to include reinvested 

dividends has returned 8.18%. 

$100,000 invested at the start of 

the period in the capital index would 

have returned $186,000 but including 

reinvested dividends it would have 

got to $359,290, a return of 259%.

The longest data series we can 

measure are for the US and UK 

markets, and they show even 

more extreme results. The most 

comprehensive work on long term 

investment returns has been done 

by three London Business School 

Finance academics, Elroy Dimson, 

Paul Marsh and Mike Staunton. 

Their work on the US shows that in 

Our investing 
forbears would be 
very surprised by 
the contemporary 
lack of focus on 

dividends. 

“

”

Dividends account 
for the large 

majority of investors’ 
returns.

“

”
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Compare local markets with the 

United States – 15 years ago the six 

largest companies in the S&P500 by 

market capitalisation were General 

Electric, Exxon Mobil, Microsoft, 

Citigroup, Wal-Mart and Pfizer. Of 

these only Citigroup had a dividend 

yield above 3%. Today the situation 

in the US is even less friendly to 

high dividend payers – the top six 

currently are Amazon, Microsoft, 

Apple, Google, Facebook and 

Berkshire Hathaway. Of these, only 

two (Apple and Microsoft) pay any 

dividend at all, and their yields are 

respectively 1.4% and 1.3%. All of 

these companies (with the arguable 

exception of Berkshire) have become 

very large parts of the market since 

the early 1990s and have been 

largely responsible for driving overall 

market yields down from what had 

previously been around 4% to their 

current low levels.

As mentioned earlier, New Zealand 

and Australian dividend yields 

have diverged and recently the 

NZ market has seen overall yields 

fall. The reason for this is the quite 

dramatic changes in the New 

Zealand index. Of those top stocks 

in 2004, all are still listed but only 

two of them have maintained top 

five status – and one of them is the 

relatively low yielding Auckland 

Airport (the other is Spark). The 

rest of the top five constitutes a2 

Milk (the largest company on the 

market with an index weighting 

of 11.8%, a2 is forecast to pay a 

dividend yield of 0.1%), Fisher and 

Paykel Healthcare (1.5% dividend 

yield) and Meridian Energy (a more 

impressive 4.9% yield). Add in 

Ryman Healthcare at number six 

in the index (1.9% yield), and it is 

clear that, while investors are paying 

more for dividends than before 

(Meridian quite recently had a yield 

well above 6%), the main driver of 

overall lower market yields has been 

the rise of low (or zero) yielding 

companies. Australia by contrast has 

seen very little change in the make-

up of its market leaders – today’s 

top five consists of Commonwealth 

Bank, BHP, Westpac, ANZ and, the 

only newcomer, CSL. Moreover the 

dividend yield on Australia’s large 

resource companies, including BHP, 

have risen dramatically – today 

BHP’s yield is higher than many of 

the banks at 6.65%.

Fortunately for us, although the New 

Zealand market’s overall yield has 

fallen, there remain plenty of good 

high yielding stocks with which we 

can populate our portfolios. Current 

examples include Contact Energy 

(5.9% cash yield), Air New Zealand 

(8.1% cash yield) and Z Energy (also 

8.1% cash yield).

Why would an investor 
look to invest in 
companies for dividends? 

This is the sort of strategy that a 

person might follow if they want 

to live off the income from their 

capital. The least risky way of doing 

this (on the face of it) might be to 

invest in bank deposits. Deposits 

with a bank are some of the least 

risky investment in terms of 

potential to lose capital, but because 

of the low risk, the return is also 

low (3-4%). Over the long term 

however, it is easy to lose sight of 

another risk in bank deposits, and 

that is the effect of inflation on the 

earnings. With inflation of 2%, in 10 

years time the same $100 of goods 

and services that you buy today will 

cost almost 22% more than today, 

but (assuming interest rates stay the 

same) the interest earned on your 

bank deposit will be the same. 

If you invest in shares for dividends, 

the dividend yield might be 4-5%, 

and given profit growth of just 5% 

per annum, and a stable dividend 

payout ratio, the amount of the 

dividend per dollar of capital will 

have gone up by over 60% in 10 

years, more than offsetting inflation. 

Of course there is volatility in the 

capital value that needs to be taken 

into account.

When investing for income to live 

off, a diversified portfolio of strong 

dividend shares, and low risk 

investments such as banks, means 

that capital volatility is acceptable 

when the income generated from 

the capital invested is keeping up 

with inflation. 

It is the availability of high and 

growing dividends in the New 

Zealand and Australian share 

markets that has offered a 

wonderful investment opportunity 

to those investing in dividend 

yielding stocks in this part of the 

world. Across the market we have 

seen many good companies pay 

good dividends and continue to 

grow their earnings (belying the 

overly simplistic assumption that 

high dividend payouts limit profit 

growth). That earnings growth has 

enabled those businesses to pay out 

growing dividends and, crucially, 

has also sent their capital values 

higher. This is logical – if the market 

values a company on say, a 5% 

dividend yield, and the absolute 

level of dividends grows, then for 

the valuation to remain consistent, 

the share price must increase. 

The net result for investors has 

been that they have received not 

just the dividend yield they hoped 

for at the time of investment, but 

they have seen their dividends 

grow and seen the capital value of 

their investments increase, often 

materially.

Let’s look at some examples. 

Firstly a couple of Australian 

companies – if you had invested 

in Sydney Airport 10 years ago, 

it was paying a forecast dividend 

yield of 7.3%. Since then it has 

provided a capital return of 327% 

(i.e. more than quadrupled), you 

would have received dividends 

equating to around 140% of your 

initial investment, and your current 

forecast dividend yield is still 5.3% 

(which is a yield on your initial 

investment of 22%). Super Retail, 

the Australian conglomerate retail 

group, was forecast 10 years ago to 

pay a dividend yield of 4%. It has 

subsequently paid total dividends 

amounting to more than 110% 

of its initial value, risen in capital 

value by 182% (i.e. nearly tripled) 

and is forecast to pay a dividend 

yield over the next 12 months of 

5.7% (a yield on its 10 year ago 

price of 16%). Turning to New 

Zealand, if you had bought a share 

in Freightways 10 years ago it was 

forecast to pay a dividend yield of 

around 5.7%. It has since seen its 

share price grow by 171%, and paid 

dividends approximately equivalent 

to its initial value, and further, has 

a forecast dividend yield of 4.2% (a 

10% yield on purchase price). Finally, 

Meridian Energy. Meridian only listed 

in October 2013, but over that time 

has provided both a strong dividend 

and strong growth in capital value. If 

purchased on its first day of trading 

the stock was forecast to pay a 10% 

dividend (the unusually high level 

was due to the political uncertainty 

around the electricity market at 

the time). The compression of that 

dividend yield has driven much of its 

capital growth but the company has 

also grown earnings and dividends 

solidly over that time – it has 

returned around 90% of its value in 

dividends, has more than tripled its 

capital value and is still forecast to 

pay a dividend of around 5%. 

None of this is to say that these 

outcomes will necessarily be 

achieved in the future – share 

markets are subject to volatility and 

dividends are not guaranteed to 

be paid. But the experience of past 

years is that as economies grow, 

so do company earnings and their 

dividends. That rate of growth will 

vary but it offers the possibility of 

receiving not just a static dividend 

yield into the future, but also 

benefitting from a growing dividend 

stream and from the underlying 

asset value rising at the same time. 

Dividends are something of the 

unsung heroes of equity investing. 

They provide a tangible near term 

return and their cumulative impact 

on returns to investors can be 

extremely material. The high level of 

dividends in our local market over 

past years has enabled investors to 

create portfolios with high income, 

and the earnings growth generated 

by locally listed companies has seen 

those dividends grow materially 

over time. Next time we hear about 

the latest ‘unicorn’ or fret about a 

fall in market value we would do 

well to remember that the steady, 

unglamorous flow of dividends 

may well be a far bigger driver of 

successful investment returns.

Devon Funds Management are the 

underlying fund managers for ASB’s 

actively managed Australasian 

Equity Income Portfolio. The 

information provided in this article 

is not intended to constitute advice 

to any person.

This is the sort of 
strategy that a person 

might follow if they want 
to live off the income 

from their capital.

“

”

In a very real sense 
a dividend is the 
benefit of owning 

a company. 

“

”
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W
e don’t invest in industries 

that are illegal, or 

inconsistent with the strong 

and moral preferences of the majority 

of New Zealander’s, and we use our 

influence as a long term shareholder 

in many companies to positively 

engage with businesses and effect 

change.

An example of this sort of engagement 

was our response to the recent 

Christchurch attacks. 

On Friday 15 March a terrorist attacked 

two Christchurch mosques. There 

was a terrible loss of life, and outrage 

across New Zealand and the entire 

world. But one of the most chilling 

aspects was the terrorist’s live 

streaming of his attack on Facebook.

For many of us, Facebook is an 

important connection to our 

friends, family and community. So 

understandably, many were shocked 

that Facebook was allowing something 

so horrific to be streamed for all to see. 

As responsible investors, we decided 

we could do something about it. One 

of the options you have when you 

don’t like what a company does is 

to sell the shares, i.e. to exclude the 

shares from the investment universe. 

We do this when we consider that 

this reflects the strong and enduring 

preferences of the majority of our 

customers. We don’t think that not 

investing in Facebook is a preference 

of most of our customers, but we 

certainly believe that those same 

customers would not agree with 

Facebook’s involvement in the tragedy. 

You can’t influence a company that 

you don’t own.

So we used our influence as a long 

term shareholder in many companies, 

and engaged with our underlying 

investment managers.

What is engagement?

When you invest with ASB, our 

underlying investment managers 

use your funds to buy shares in 

different companies. Those investment 

managers, actively engage with 

those companies as a significant 

shareholder. They vote at shareholder 

meetings on our behalf to move 

companies toward more responsible 

and sustainable practices. 

We worked with our 
investment partners 

We work with enormous global 

investment partners to try to create the 

best returns for our customers. One 

is BlackRock, the world’s largest asset 

manager. They manage US$6.5 trillion 

of funds , and hold about 5% of most 

companies in the S&P500. Another is 

State Street Global Advisors (SSGA), 

who manage US$2.8 trillion. Both have 

Stewardship teams that engage directly 

with companies and decide whether 

their policies align with their clients’ 

values and long-term economic interests.

We meet with our fund managers 

regularly, but on this occasion we 

contacted them immediately after the 

event and asked both BlackRock and 

State Street to raise the Christchurch 

attack when meeting with Facebook. 

They agreed to make ASB’s point of 

view clear, and our views on social 

media’s role in playing a responsible 

part in society.

We wrote directly to 
Facebook

We also wrote a formal letter to 

Facebook Global HQ. It expressed our 

concerns as investors and as citizens 

of New Zealand, and made it clear we 

are not impressed and urged them to 

relook at how their platform was used. 

Our Marketing team pulled all paid 

advertising from Facebook and its 

other related social platforms, and 

worked together with their agencies, 

associations and other major 

advertisers to lobby for change. 

Third, we are working 
with other New Zealand 
institutions

We weren’t the only fund managers 

shocked at the way the terrorist 

could use Facebook to broadcast the 

Christchurch attacks live to the world. 

The two largest funds in New Zealand 

are the NZ Superannuation Fund and 

the ACC Investment Fund. Together 

they manage over $80 billion. They 

are leading a global engagement to 

create a single voice to demand more 

social responsibility from Facebook 

and other social media companies. 

Many New Zealand fund managers, 

including ASB, have joined them. Even 

global investors are participating. 

The engagement now represents 

over NZ$5 trillion of funds. That’s an 

enormous amount of influence, and a 

figure that no organisation, no matter 

how large, can ignore.

A long-term influence

Our actions and those of our fellow 

investors has been part of a worldwide 

protest against irresponsible activity 

by Facebook and others. As well as 

activity from investors like us, we saw 

street protests and political action 

around the world. 

But many large companies are 

used to holding out against popular 

pressure. They know that if they can 

withstand one or two news cycles of 

bad press, they’ll soon be able to go 

back to business as usual. Our actions 

as investors don’t stop. Once we set 

our intentions in place as investment 

policies, they control our decisions 

for years. That’s a lasting impact even 

giant organisations can’t ignore. 

We’re already seeing results.

We’re pleased to say that in the face of 

this overwhelming pressure, Facebook 

has agreed to make changes. 

The founder and CEO of Facebook, 

Mark Zuckerberg, announced that 

they would increase their regulation 

of harmful content. That means 

blocking posts, comments, videos and 

pages that are clearly hate speech 

or promoting harm. He feels that 

Facebook shouldn’t be the judge 

of what hate speech is and what is 

just passionate political opinion, so 

there will be a third party committee 

to which people can appeal against 

Facebook’s decisions. 

Facebook also improved their 

automated screening of live videos to 

prevent their platform being used by 

other terrorists in the future.

We’re pleased to have played our 

part in this change, and to have 

represented the voices of our investors 

as well.  

We’re pleased to have played our 
part in this change, and to have 
represented the voices of our 

investors as well. 

“

”
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Making the world better 
through your investments.
John Smith, Head of Asset Management at ASB, describes the process 
of how ASB positively engages to effect change for ASB investors. 



The big pay day – shaping 
the sale of your business.
Fergus Lee, Head of Capital Solutions at ASB, is often asked about 
business start-ups and growth. But what about the other side of 
the coin? Here are his thoughts on achieving a successful exit, and 
when to start thinking about it. 

B
usiness owners put a lot of 

energy into new ideas, new 

investments and solving 

problems. But what about when you’re 

dreaming of moving on?

Knowing when it’s time for 
change
People sell their businesses for lots 

of reasons. Perhaps they’re close to 

retirement, want a lifestyle change, or 

it’s just time to hand over the reins. 

If you have clear goals up front, you’ll 

have a better idea of when to step away. 

What were your goals when you set up 

the business? Was it to never have to 

work for someone else? Or to achieve 

enough net worth to retire early?

Who will you sell to?
When you’ve decided it’s time to sell, 

you want to do it right. You’ve put a 

lot of time, money, risk, management 

and energy into your business. A 

successful sale should be your reward.

But selling for the right price and the 

right terms needs preparation, a good 

plan and a good mindset. You’re not 

only selling what you’ve already created. 

You’re selling what your business could 

become for someone else.

So who are your potential buyers? 

There are various groups who could 

be interested.

Private capital buys 
potential
Private capital buyers could be 

wealthy families or individuals. 

They can also be private equity or 

investment companies. They buy 

potential: what your business could 

become. They want opportunities to 

create value with capital, ideas and 

energy. They’re looking for established 

businesses with potential for growth. 

To get their attention you’ll need to 

show:

• Clear ownership structures.

• A clear business plan with areas for 

potential clearly mapped out.

• Neat and tidy finances and 

ownership.

• Good management to drive the 

business forward.

Other businesses buy value
Other businesses, often called trade 

buyers, want value. They want what 

your business has, to help them 

achieve their strategic goals:

• Achieving a growth target.

• Gaining your products, people or 

processes.

• Getting more influence over price, 

distribution or suppliers.

It’s not just competitors in this 

group. Your distributors or suppliers 

might want to take over more of 

the value chain. Businesses in other 

sectors might see an opportunity for 

diversification or additional growth.

Your management buys 
control
Your management and employees 

could be your buyers. They buy 

control, or at least a pathway to 

control. They’re typically loyal and 

committed to your business. It’s not 

surprising they want more tangible 

ownership – especially if you’re 

stepping away.

Your family buy continuity
Less common today is family 

succession. Your family buy continuity. 

It may be the continuity of your 

legacy, or of their lifestyle. Selling to 

family members can be challenging. 

Emotions can run high, and conflicts 

of interest are almost inevitable. But 

family members often take a long-

term view of the business and its 

profitability.

Marketing you
Selling your business means changing 

your focus, and the earlier you start 

the better. Once you choose your best 

types of buyer, you need to shape your 

business to make it appealing to them.

It’s worth thinking about even if 

your planned sell date is years away. 

That’s because the exact timing may 

not be in your control. You might get 

an unexpected offer or approach, 

or have a change in your health or 

personal situation.

Here are some steps you 
can take to make sure your 
business is ready for sale. 
Start early, because they 
all take time.

Simplify your shareholding 
Behind-the-scenes spouses or silent 

partners can complicate negotiations. 

You also need 100% agreement 

from your shareholders on the sale 

process. That includes agreeing to sell 

at all, and acceptable sale terms and 

time frames. 

Make yourself a smaller 
part of the business
It’s hard to sell your business if it can’t 

operate without you. If you want a 

clean, quick sale, you need to be a 

smaller part of your business. Usually, 

that means growing and empowering 

your employees.

Write down your critical 
processes
Documented processes are gold. 

They let potential buyers review your 

operations, and show how to run your 

business. They can help your business 

now, as well. It’s useful when key 

people are away, and it helps you spot 

inefficiencies.

Get your paperwork ducks 
in a row
Your finances must be in good order. 

They need to be up to date, accessible 

and clear. They can’t be muddied with 

personal or family transactions. Tools 

like Xero and MYOB are excellent and, 

combined with using your trusted 

advisers (such as your accountant, 

banker and lawyer), can make the due 

diligence process much smoother. 

Selling your 
business means 
changing your 
focus, and the 

earlier you start 
the better.

“

”

It’s worth thinking 
about even if your 
planned sell date is 
years away...you might 
get an unexpected 
offer or approach.

“

”
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Future proof your  
business plan
Update your business plan. 

Cover off staff, marketing, the 

competitive environment and other 

critical factors. Show your growth 

opportunities, even those you’re not 

pursuing. Buyers want upside, not a 

‘squeezed lemon’.

Nail your elevator pitch 

Your elevator pitch tells someone 

what your business does and what 

makes it unique. It sounds cheesy, 

but it helps clarify your own thinking. 

It also gives buyers confidence if 

your team all share your business’s 

purpose.

Involve your bank early
All of these things are challenges. 

Impartial advice can help, and your 

bank is a good starting point. They’re 

involved with business’s sales all 

the time, from both sides of the 

transaction.

They can act as your strategic 

sounding board to help find your best 

exit path and be ‘sale ready’. Your 

bank can also:

• Help fund strategic acquisitions 

ahead of your sale. 

• Help fund your management team 

to buy into the business. 

• Help you buy out another 

shareholder.

• Introduce you to suitable sale 

advisers. 

They can also help find potential 

buyers, without you having to 

commit to a full sales process, and 

provide ideas for future investment 

opportunities once the sale is 

complete.

Type of sale
How do you want the sale to go? 

The simplest sale is where you 

walk away completely, with a nice 

premium for your business. That 

happens, but it’s often not that easy. 

Instead, there can be a buy-out 

period, where you stay on to ensure 

a smooth transition. You typically 

get part of the sale price up front, 

and the remainder when targets are 

met. Or you may stay on in a paid 

consulting or employed role for a 

period after selling.

You can also exit in two stages. Your 

buyer pays you for a shareholding, 

which gives you some cash. Then 

you work together to build the 

company. At some point you both sell 

the business outright, or your new 

partner buys your remaining shares.

You can also offer vendor finance. 

If the buyer can’t close the gap 

between their finance and the sale 

price, you treat the balance as a 

loan from you. You take the partial 

payment and they take ownership. 

Then they pay you back over time, 

with interest, from the company’s 

earnings.

Letting go

Once the sale is complete, you 

can bank the cash and enjoy the 

rewards. But very few successful 

business owners just stop. You 

may find yourself itching to do 

something. Your friends are busy 

working, your partner will be trying 

to push you out the door, and you 

could get bored. But those are high 

quality problems – and something to 

look forward to solving. 

T
he Auckland story is one of 

low turnover, slipping prices, 

but still-poor affordability. 

Meanwhile, the stories almost 

everywhere else are more buoyant, 

with low numbers of houses for sale 

combining with low interest rates to 

support house prices.

Nationwide influences include the 

uncertainty (and eventual dismissal) 

of capital gains taxes. But there have 

been a number of influences including 

the Healthy Home Bill, ring-fencing 

tax losses on rental properties, the 

extended “bright line” investor tax, and 

restrictions on foreign buyers. Lower 

mortgage rates and the gradual easing 

of the RBNZ lending restrictions have 

been positive influences this year. 

In this article we take a look at these 

themes, and make some observations 

on the housing outlook around the 

country.

The Auckland housing market remains 

weak as we head into winter, and the 

number of sales continues to slow. 

Monthly sales have actually been in 

decline for all of 2019 and, in May, 

slumped to the lowest level since late 

2010 (seasonally adjusted). Inventory, 

turnover, and days to sell are some of 

our key indicators for assessing market 

conditions. Our estimates suggest 

weeks of inventory held around 28 

weeks’ worth in May. This is a high level 

of inventory, and is up from around 

20 weeks’ of inventory at the end of 

2018. Meanwhile, median days to sell 

have been slowly trending higher and 

reached a high 44.2 days in May. 

Auckland sellers are waiting for market 

conditions to improve while buyers are 

happy to remain on the sidelines awaiting 

lower prices. And buyers can probably 

see that prices have indeed been coming 

down in Auckland. Smoothing through 

the past five months’ worth of data 

suggests house prices are drifting lower 

by around 0.5% a month. Auckland 

prices are around 4.5% below the 

February 2018 peak according to the 

REINZ house price index. 

We think it’s hard to make the case for 

an imminent turnaround in Auckland 

prices based on the low turnover and 

high number of days taken to sell 

recently, not to mention the ongoing 

lack of affordability for so many 

buyers. Granted, the Government’s 

capital gains tax back-down should 

provide some support, but all the 

other policy changes designed to 

cool investor demand are weighing 

particularly heavy in Auckland. All up 

we expect flat house prices in Auckland 

for the remainder of the year, with 

lower mortgage rates providing a key 

positive amongst the other negative 

themes. Along with Auckland, some 

areas in Northland appear to be 

feeling the impact of the foreign buyer 

restrictions, and the broader Northland 

housing market has been gradually 

slowing in recent months. 

Bay of Plenty housing data have been a 

little mixed and hard-to-read of late. We 

have seen a slight slowing in the rate 

of price appreciation, combined with 

a build-up in inventory, but prices are 

still up 6.5% on a year ago. There are 

also mixed forces in play in Taranaki 

and Waikato. Lower interest rates and a 

strong agricultural sector performance 

over the past year will help demand in 

these regions. However, these markets 

do not appear as supply-constrained as 

other regions and that will likely keep 

future house price growth in check.
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The multi-storey housing 
market.
Chris Tennent-Brown, Senior Wealth Economist at ASB, talks us 
through the different themes in New Zealand’s housing markets 
at the moment, but there are some distinct stories. 



The Wellington market is probably the 

market with the biggest contrasts to 

Auckland in terms of prices. Population 

growth has outstripped the pace of new 

housing construction growth over recent 

years, resulting in a housing shortage in 

Wellington. Housing turnover remains 

constrained by the lack of houses to sell. 

New listings and total houses available 

for sale remain very low by historical 

standards. As a result, prices have been 

surging. Since January 2018, Wellington 

house prices have risen 13%, even as 

Auckland prices have fallen. 

Other parts of the lower North Island 

have also experienced very buoyant 

property markets. Price growth has 

eased back to a still-strong annual gain of 

9.5% in the Gisborne-Hawkes Bay region 

while prices in the Manawatu-Whanganui 

region are up 15.5% over the past year. 

The price gains have been fuelled by low 

levels of inventory, and latest data show 

these regions remain tight. With most 

of the drivers of strong house prices 

remaining in place, we don’t expect any 

winter cooling to last long. 

House price growth in the top of the 

South Island was strong in late 2018, 

but has also eased slightly over the 

first half of 2019. Annual house price 

growth in Nelson/Tasman has slowed 

from 8.7% at the end of 2018 to 6.9% in 

May according to the latest REINZ data. 

Meanwhile, the West Coast has seen a 

steady improvement in housing market 

conditions, with house sales lifting over 

the past year, contributing to a gradual 

decline in the stock of houses available 

for sale (albeit from very high levels).

The Canterbury housing market appears 

to have tightened slightly over the first 

half of 2019 with house prices nudging 

higher (up 1.7% in May compared to a 

year earlier). The Southland housing 

market remains hot, with house price 

growth running at an annual pace of 

14% in May. Inventory remains tight, with 

new listings and total houses available 

for sale at very low levels. 

Otago appears to be weakening, driven 

by the Central Lakes. Prices are off their 

peak, and the changes to the foreign 

buyer rules is clearly having an impact 

(as shown in the chart). But Dunedin 

prices have been lifting strongly over 

recent years, and QV data shows prices 

are up 11.6% on a year ago.

Housing demand strong

The NZ housing market has been 

subjected to a number of different 

drivers over the past few years, and we 

have seen relatively high variation in 

housing market performance across 

different regions. Fundamentals 

supporting housing demand include:

• Strong population growth and a 

sluggish housing supply response. 

• The strong labour market, which 

supports household investment 

appetites.

• Improving household incomes. 

• Low and falling mortgage interest 

rates. 

• The gradual relaxation of the RBNZ’s 

high loan-to-value lending restrictions 

(for both investors and owner-

occupiers).

Mortgage rates fall before  
the OCR

Having primed the market in March, the 

RBNZ followed through on its easing 

bias in May, cutting the Official Cash 

Rate by 0.25% to 1.50%. Offshore 

interest rates have fallen appreciably as 

well. As a result, mortgage rates have 

fallen 0.3%-0.5% over April and May. 

We expect the RBNZ will deliver a 

follow-up 0.25% rate cut in August and 

for mortgage rates to remain under 

downward pressure. This should provide 

a powerful boost to housing demand 

over 2019. 

Housing supply slow to catch up

Auckland’s housing shortage has now 

spread across the country, with some 

regions now experiencing a shortfall in 

housing supply as the pick-up in regional 

population outpaces regional dwelling 

construction. There has been a sharp pick-

up in dwelling rents in parts of the country 

with stretched supply (e.g. Wellington). 

We expect these regional shortfalls will be 

relatively short-lived as new house building 

has been relatively quick to respond. As 

new housing construction is completed 

over 2019, we expect the housing supply to 

catch up to new demand from population 

growth and reduce some of the upward 

pressure on house prices outside of 

Auckland and Christchurch. 

Policy impacts

The Labour Government’s housing policies 

have reduced investor demand, including 

the Healthy Home Bill, ring-fencing tax 

losses on rental properties, the extended 

“bright line” investor tax, and restrictions 

on foreign buyers. Regions with a higher 

concentration of investors, such as 

Auckland, have been hit harder. The 

potential for the introduction of a capital 

gains tax (CGT) may have weighed on 

investor price expectations and dampened 

housing demand through March and April. 

But with the Government having backed 

down on the CGT, we expect housing 

demand may pick up slightly through the 

second half of 2019. 

Affordability

In most regions, housing affordability 

has deteriorated over the past year, with 

house price growth outstripping income 

growth. Auckland is a clear exception, 

where marginal falls in house prices have 

seen an improvement in affordability – 

albeit from extremely-stretched levels. 

We expect Auckland house prices to 

remain flat over the next few years, 

while incomes continue to lift. This 

should continue to see the house price-

to-income ratio gradually fall. 

Australian effect?

New Zealand house price movements have 

tended to broadly track those in Australia 

over the long term, reflecting similar 

demand and supply side determinants. 

There is also evidence that since the Global 

Financial Crisis the relationship between 

house prices in the two countries has 

tightened as common influences look to 

have become more influential. 

Given the house price falls evident in 

Australia, the concern is that similar 

weakness could be evident across this side 

of the Tasman. ASB’s research has found 

lower Australian house prices can be a 

short-term dampening influence on NZ 

house prices, but lower mortgage interest 

rates, still-elevated net immigration and, 

importantly, past underbuilding in NZ 

should more than offset any Australian drag 

during the current cycle. 

For more information, see our economic 

note on the ASB website.

Housing supports and headwinds 
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HOUSE PRICE FORECASTS, JUNE YEAR

Annual % 2018 2019 2020 2021 2022

Auckland 1.0% -1.1% 0.0% 0.0% 0.0%

Christchurch 1.7% 1.2% 2.0% 0.0% 0.0%

Wellington 9.1% 7.5% 9.3% 2.0% 0.1%

Ex-main 5.0% 7.0% 9.3% 2.0% 0.1%

NZ total 3.8% 3.9% 5.5% 1.1% 0.1%
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W
hilst many of our customers 

enjoy the benefits of an 

ASB Wealth Manager, the 

role of ASB Private is less understood, 

but highly prized, by the clients who 

currently utilise the private team.

ASB Private provides a highly 

personalised, 360° holistic approach to 

how a customer interacts with us. This 

means ASB Private will be there for 

simple transaction needs, but also more 

complex interactions like developing a 

wealth strategy that suits customers 

now and in to the future. Every customer 

of ASB Private has a two-person team 

supporting them. This is a unique 

proposition in the New Zealand market, 

and one highly valued by customers. 

ASB Private takes time to understand 

customer’s immediate needs, 

current financial goals and long-

term objectives through their 

comprehensive Private Customer 

Review. This review is completed 

annually with customers, and with that 

in-depth understanding, customers 

are provided guidance, bespoke 

recommendations, access to experts 

and up to date market trends, to help 

them secure their financial future.

One of those market trends is 

diversification. If a clients’ portfolio 

is too heavily weighted in one asset 

class or another, there may be an 

opportunity to strike a better balance 

between income generation and long-

term returns. A Private Banker who 

has an intimate understanding of their 

clients’ needs and long and short-term 

goals will see this, and help. 

Diversification expertise

Queenstown and Wanaka Private 

Banking Manager Chris Clark did just 

this with one of his clients; identifying 

and helping them put in place an 

investment strategy that would better 

suit their personal circumstances and 

helping them diversify their investments 

away from a 100% property focus into a 

more balanced portfolio.

Chris’s customer emigrated to 

Arrowtown 10 years ago. They own 

four residential properties in the 

United Kingdom, two in Dunedin, and 

two in Arrowtown. They enjoy rental 

income on their properties which has 

enabled them to retire early. The lack 

of liquidity that comes with owning 

properties has become problematic for 

them. When they need to improve or 

repair the properties, or if they want to 

take a holiday, access to cash reserves 

is more challenging.

Chris is helping them improve their 

cashflow and at the same time 

diversify their portfolio (which is 

currently heavily property weighted). 

With Chris’s help, their plan is to sell 

three properties, which will reduce 

debt, and divert some of those 

proceeds into an ASB investment 

portfolio that will provide them with a 

return and better liquidity.

Supporting lifestyle  
and family

Identifying investment trends and 

planning diversification strategies to 

improve the lives of clients is just part 

of the role of a Private Banker, it’s also 

about providing a full ‘wrap around’ 

service to support their lifestyle and 

family, as Hayley Nelson, Private 

Banker in the Bay of Plenty can attest. 

She was able to help her new clients 

organise and manage their finances 

so they could achieve the lifestyle they 

desired.

Hayley’s clients moved from Auckland 

to Rotorua as part of a work re-

location. They told Hayley that they 

had found the perfect property on 

the city fringe, but didn’t want to sell 

their Auckland home and therefore 

needed finance. Hayley took the time 

to understand their objectives, and 

then set about supporting the family in 

a variety of ways to help them achieve 

their financial goals and ease them into 

their new life in Rotorua. To begin with, 

she put plans in place to help them 

accelerate debt repayments. Hayley 

also offered local knowledge and 

contacts to help the clients’ children 

settle into the community. Hayley 

continues to meet with them often 

and she’s now also providing financial 

planning advice to her clients’ parents.

Going the extra mile

As you’d expect ASB Private Bankers 

also go the extra mile (sometimes 

literally!) to help their clients, 

particularly if they are new to the 

country. Wellington Private Banker 

Toni King is very familiar with this 

situation, and makes it her business to 

be a friendly face and use her network 

and contacts to help.

“People often arrive in New Zealand 

from overseas not knowing anyone 

here who can help them, so we do 

whatever we can to make them feel 

comfortable and settled”, says Toni.

Shortly after clients arrive in the 

country, Toni contacts them to 

understand their needs and explains 

how banking and finance work in New 

Zealand. Toni has been known to greet 

new clients at the airport so they meet 

a friendly face, and if they wish, takes 

them to ASB to get their accounts set 

up quickly with minimum stress. 

Toni has be known to drive clients 

from Wellington to Palmerston North, 

which she finds to be a great way 

of getting to know them and their 

families, and finding out how she can 

add further value to their lives. For 

example, Toni will use her professional 

and personal contacts to link clients 

with local schools and sports clubs and 

intermediaries they may require. 

ASB Private Banking leads above our 

peers due to the belief we have in 

our core values that are fundamental 

to what we do every day. We are 

experienced, knowledgeable and 

passionate about being world-class 

in our profession, with care for our 

customers to ensure they get the very 

best in relationship management. 

We work with integrity and a united 

approach to support our customers in 

building their financial dreams. 

For more information, please call 

0800 108 084 or email Kate at 

privatebank@asb.co.nz 

An income of $250K, a joint income of 

$350K, or $1 million in investment funds, 

qualifies clients for the benefits of ASB 

Private Banking. ASB’s terms apply.

Kate Ross, Regional 
Private Banking 
Manager

Behind the scenes of 
Private Banking.
Exclusive, credible, personalised and value-add are a 
few words customers use to describe ASB Private. 

“ My role is to provide my clients with the right market 
information and available options to help them make the 
best decisions to shape their portfolio and future wealth.

Chris Clark, Private Banking Manager, Queenstown & Wanaka
”

Diversification is often 
simply described as not 
putting all your eggs in 
one basket. Diversifying 
your investment across 
different asset classes 

such as equities, property, 
fixed interest and cash 

helps to smooth out 
the short-term ups and 

downs that are caused by 
the market movements 

of each individual 
investment.

ASB Senior Wealth Economist,  
Chris Tennent-Brown

“

”
My new clients only had 

45 minutes to spare - but 
after nearly two hours 

I’d really connected with 
them and understood 
how I could help them 

achieve their dreams and 
financial goals.

Hayley Nelson,  
Private Banking Manager,  

Bay of Plenty

“

”

By offering my 
professional and 

personal networks, 
it really helps them 

integrate happily into 
their new area.

Toni King,  
Private Banking Manager, 

Wellington 

“

”
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O
ver the last few years

in New Zealand there

has been an increased 

interest in Responsible Investing 

from ASB and non ASB customers 

alike. One question we receive 

a lot from customers is “what is 

Responsible Investing?”

People will have different 

views on this; for some it will 

mean choosing not to invest in 

companies that are polluting 

the environment and for others 

it could mean not investing in 

weapons or companies that have a 

track record of using child labour.

To help our customers with these 

questions, we have been working 

on making ASB’s approach to 

Responsible Investing clearer.

Our approach seeks to balance 

our responsibility to achieve the 

best risk-adjusted financial return 

for our customers with reflecting 

our customers’ values in our 

investment decisions.

There are five pillars that our 

responsible investing approach 

rests on. Transparency, 

integration, engagement and 

voting, exclusions and alternative 

investment products.

Transparency

We believe that customers should 

be able to see the companies 

and industries that their savings 

are invested in. Whether a 

company is ‘good’ or ‘bad’, or 

if a customer agrees with the 

companies, practices or not, we 

do not hide where your money 

is invested. We have developed a 

transparency tool that shows all 

the equities that our funds hold 

and has broken them down into 

143 industries so our customers 

have full visibility of where their 

funds are. 

Integration

We are working through 

a process to integrate 

Environmental, Social and 

Governance (ESG) considerations 

into the construction of the 

investment portfolios that 

support the products that 

customers invest in. We do this 

as we believe that companies 

with better ESG policies and 

behaviours will do better in the 

long term than companies that 

have weak policy or no policies at 

all, in these areas.

Engagement and voting

As a fund manager, we manage 

over $16 billion of assets on 

behalf of our customers. This 

means that we have a voice, 

and the ability to vote as 

shareholders, on resolutions 

by the companies that relate to 

how they operate. Through our 

underlying fund managers, we 

use our voice and vote to engage 

with companies to influence 

them in manners that are 

consistent with the objectives of 

our customers. 

An example of this in action is 

what we did after the events 

that occurred in Christchurch 

earlier in the year. We engaged 

with both BlackRock and State 

Street to ensure that matters 

relating to the live streaming of 

unverified video content were 

an explicit topic of engagement 

between them and social media 

companies. This is discussed in 

more depth on page 11, Making 

the world better through your 

investments. 

Exclusions

We exclude companies from 

the portfolios whose activities 

are contrary to the strong 

and enduring moral or ethical 

preferences of the majority 

of New Zealanders and have 

developed an exclusions 

framework that guides us in 

assessing this. We currently 

exclude controversial weapons, 

Tobacco and Whale meat, and 

since the events in Christchurch, 

we have have decided to exclude 

all companies that are involved 

in the manufacture and/or selling 

of military style semi-automatic 

weapons and assault rifles to 

civilians. These companies will be 

removed from our funds by 30 

June 2019.

As with everything we do, we 

believe in transparency, therefore 

we publish our full exclusion list 

on our website for all to see and 

encourage members to let us 

know their views on different 

industries and companies.

Alternative Products

We know that for some 

customers our integration and 

exclusions approach will not go 

far enough. They will prefer us 

not to be investing in a broader 

range of companies and will 

want to more actively support 

social and environmental change. 

To reflect the needs of these 

customers we are in the process 

of developing a new fund, check 

the next edition of Progress for 

an update.

Understanding of Responsible 

Investing is evolving and at ASB 

we will evolve our investment 

approach with it. We take our 

responsibilities seriously and 

know that customers expect us 

to be constantly working to not 

only get good investment returns 

but also to be responsible in the 

way that we go about that. 

If you have any questions on our 

approach to responsible investing 

or would like to know more about 

where your funds are, please get 

in touch with your Relationship 

Manager.

There are five pillars that our responsible 
investing approach rests on. Transparency, 
integration, engagement and voting, exclusions 
and alternative investment products. 

“
”
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What does it mean to be 
a Responsible Investor? 
John Smith, Head of Asset Management at ASB, takes us 
through the five pillars of ASB’s responsible investing approach. 



Spend  
My Super
What is it and how did it  
come about? 

the formidable CEO, Sarah Trotman 

ONZM. With Liz, they have created 

a website where people can donate 

part or all of their pensions to the 

charity or charities of their choice. 

Importantly, Spend My Super 

does not take a percentage of any 

donations. Every dollar donated 

goes directly to the charities. Spend 

My Super is privately funded to 

ensure this. 

Sarah has created key relationships 

with charities that have child 

poverty as a focus. Due diligence 

has been done on these 

organisations, ensuring that they 

are worthwhile and effective. 

Some of these charities include 

KidsCan, Women’s Refuge, 

Wellington City Mission, Auckland 

City Mission and the Christchurch 

Methodist Mission who give 

immediate, critical support to 

children and young families. Child 

Poverty Action Group and several 

of the other charities work at a high 

level to change policy. They use 

the latest research and evidence 

to show where the most impactful 

changes can be made, and advocate 

for it to happen.

Sarah estimates that 2 - 3% of 

superannuants do not need their 

super to live a good life.  

In addition, there will be many 

who can live without a portion of 

their super, or their Winter Energy 

Payment. “Can you imagine, if these 

‘silver dollars’ combined to change 

the face of philanthropy in New 

Zealand, setting, yet again, a model 

for other developed countries, to 

give all our children of Aotearoa, a 

fair chance?“

Let’s leave a legacy of a 
better future

“I have a vision of this great army 

of people who are living well and 

comfortably in their later years, 

reaching out to give back to those 

whom life has not given an easy 

start. Let’s give these babies a fair 

chance to thrive”, says Liz Greive.

With many hands, each doing our 

part, we can really change the 

future. By each helping a little bit, 

those of us who have managed to 

set up stable lives can give others 

in society an opportunity to do the 

same. Together we can be proud to 

know we’re helping leave the state 

of equality in Aotearoa better than 

when we found it. After all, if it’s not 

us, who will it be?

For more information on the 

charities Spend My Super works 

with, or how you can contribute 

some, or all, of your super to 

support vulnerable Kiwi Children 

go to www.spendmysuper.org.

nz, visit the Spend My Super 

Facebook page or get in touch with 

Sarah Trotman, ONZM on  

021 487583

I
t was a letter in the post that 

galvanised Liz Greive. The letter 

advised she was now entitled 

to claim superannuation. Her first 

reaction: “Oh dear, am I really that 

old?” was followed by, “I don’t  

need this to continue living a 

comfortable life.”

She pictured physically taking the 

money and handing it to someone 

who did need it, but that was hardly 

practical. “I realised I could not 

be the only person whom fortune 

had favoured” - and from there 

Spend My Super was born. Spend 

My Super enables people to easily 

support charities by donating 

some or all of their superannuation 

toward vital work for Kiwi children 

living in poverty. Spend My Super’s 

supporters show what it means to 

be part of a society that aims to give 

all children a fair chance.

Life has changed, but 
what’s important has not

Baby boomers have a reputation for 

being self-serving. “Certainly some 

of us have benefited enormously 

from the prosperous times we 

worked and lived in. However, many 

of us care very deeply about the 

issues the world is facing and are 

keen, and generous philanthropists. 

Spend My Super was founded with 

a realisation that many retirees 

wanted an easy way to make a 

difference for others, especially for 

young people.

When Liz Greive arrived in New 

Zealand in 1977 as a newly qualified 

social worker, she worked with 

families and communities, mainly in 

South Auckland. “I learnt much from 

the Pakeha, Maori and Pacific Island 

communities, the strength of their 

cultures and the struggles faced. For, 

for Liz, child poverty in Aotearoa has 

always been an important issue. 

Spend My Super has identified 

outstanding charities that are 

working to make sure children in 

New Zealand can thrive. One in 

four children in New Zealand grows 

up in financial poverty. Every child 

in New Zealand deserves a fair 

chance to succeed, for some, it’s not 

possible without help. The impact 

that regular donations can have is 

profound. Some charities provide 

raincoats, shoes or lunches for kids. 

Others are working at a systemic 

level to give better access to 

education and critical services.

Tackling child poverty 
needs a team effort

Liz knew she couldn’t do this on her 

own. Driving the charity forward is 

Importantly, Spend 
My Super does not 
take a percentage 
of any donations. 

Every dollar donated 
goes directly to the 
charities. Spend My 
Super is privately 

funded to ensure this. 

“

”

Sarah Trotman, CEO Liz Greive, Founder
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  Call 0800 108 084

  Visit Wealth Central within  
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