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W
elcome to the latest edition of ASB Progress, 

and what a historic year it’s been so far. 

COVID-19 has had a profound impact on 

almost every aspect of our lives, in ways that we’ve 

never experienced before. Although times have been 

challenging, I’ve been consistently encouraged by the 

resilience and adaptability that people and businesses 

have been showing during the past few months. 

In this edition of Progress, I sit down with Karen Walker to 

talk about life during and post lockdown. We look at how 

COVID-19 has been impacting markets and our economy, 

what trends our ASB Securities team are seeing, and 

the importance of rebalancing portfolios. A few of our 

external fund managers, including Devon Funds, Harbour 

Asset Management, SSGA and Vanguard Investments, 

share some of their thoughts on the recent events as well. 

We also interviewed a handful of our ASB staff members, 

to give you a glimpse into what a typical ‘day in the life’ 

has been like under the recent lockdown conditions. 

We’d love to hear any feedback you have on this issue, or on 

any topics you’d like us to cover in the future. You can get in 

touch with us by emailing progressmagazine@asb.co.nz. 

I hope you enjoy reading the magazine and thank you for 

your continued support. Take care and stay safe. 

Regards,

Jonathan Beale 

General Manager, Wealth & Insurance Distribution  

Private Banking, Wealth & Insurance
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What’s happened over the 
last few months 

Ziyad Kiryakos, Senior Manager, Product Development and  
DIMS Operations, ASB 

I
t’s safe to say that we’ve 

been going through some 

extraordinary times together 

recently. We’ve all faced significant 

disruption to our lives and we’ve 

all been keeping a close eye on the 

Government announcements about 

the different alert levels that New 

Zealand has operated under. 

While some of us have been able to 

use technology to work from home, 

others haven’t had that option. 

Schools and universities were also 

required to close, so many families 

have had to manage the juggling act 

of kids, work and domestic life, all 

intermingled together at home. 

The ‘go hard and go early’ approach 

that New Zealand employed to combat 

the spread of the virus meant that we 

adopted some of the most stringent 

lockdown conditions in the world. 

By many metrics, this approach has 

been effective at limiting widespread 

infection amongst the population. New 

Zealand even garnered the attention 

and praise of international media for 

our successful efforts at minimising 

the number of cases and deaths.

Economically and financially, it’s too 

early to know for certain what the 

long-term impact of the tight lockdown 

conditions might mean. What is for 

certain however, is that the future will 

look different because of it. Before 

we look to the future, it’s important 

to reflect on everything that has 

happened over the past few months, 

especially as so much has happened 

so quickly. 

The virus itself
‘COVID-19’ is a contraction of 

coronavirus disease 2019. The 

coronavirus strain that causes 

COVID-19 is part of wider family 

of viruses, which includes strains 

that have caused other outbreaks 

in the past, including the SARS and 

MERS outbreaks in 2002 and 2012 

respectively. 

The first case of COVID-19 has been 

traced back to the Hubei province of 

China, back in December 2019. After 

initially being confined to China, 

news that the virus had spread 

internationally started appearing in 

the middle of January 2020, with 

Thailand and Japan reporting their 

first confirmed cases. Both cases were 

travellers that came from the Hubei 

region. 

The virus then spread to the Western 

world; the United States reported 

their first case on the 21st of January, 

Europe’s first case was reported in 

France on the 25th of January. In New 

Zealand, our first cast was reported on 

the 28th of February. 

COVID-19 - A high level summary of the story so far

The ‘go hard and 

go early’ approach 

that New Zealand 

employed to combat 

the spread of the 

virus meant that we 

adopted some of 

the most stringent 

lockdown conditions in 

the world.
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The highly connected state of 

our modern world, and the highly 

contagious nature of the virus has 

meant that COVID-19 has since spread 

dramatically, despite the containment 

efforts that authorities have made all 

over the world. The virus has not spread 

equally in all countries as governments 

have taken different measures, which 

have yielded different results. 

At the time of writing, the number of 

global cases has surpassed 5 million, 

with the United States accounting 

for about a third of all cases. In New 

Zealand, we’re now hopefully past the 

worst of things, and the number of 

active cases is now less than 30, with 

very few, if any, new daily cases being 

reported. 

What about share 
markets? 
2019 was a stellar year for share 

markets, and that momentum 

continued into January and February 

2020. Many share markets posted all-

time highs in February despite growing 

news of the novel virus. The initial view 

was that the virus was largely going 

to be contained within China, and that 

it was only going to be a short-term 

outbreak that would soon be under 

control. Once the virus started to 

spread further around the world and 

the number of cases continued to rise, 

sentiment started to change. 

By late February, share markets had 

started to sell off, amid the rising 

concern about the virus and the 

impact it was going to have on global 

growth and economies. During March, 

there were wild swings both up and 

down in share markets. Markets were 

reacting to both bad news about the 

spread of the virus, as well as positive 

news around the financial stimulus 

that governments were deploying. 

Overall, markets trended downward 

as the realisation became clear that 

there was now going to be some major 

financial and economic impacts and 

that this was not going to be a short, 

sharp, shock. Many share markets 

bottomed out on the 23rd of March, 

down about 25 to 35 percent from the 

highs recorded earlier in the year.

Since those lows, share markets have 

recovered. The NZX50 is up almost 

20 percent from the lows experienced 

in March and is now down only about 

10 percent from the high point in 

February. In the United States, the Dow 

Jones has experienced a similar, albeit 

lesser, recovery. 

And what have 
governments done? 
All over the world, governments 

and central banks have taken major 

steps to minimise both the economic 

and health implications of the virus. 

Borders and nations have been locked 

down to minimise the spread of the 

virus and prevent medical facilities 

from being inundated, but this 

comes at the cost of trade, travel and 

business. 

Interest rates around the world 

have been cut to help stimulate 

economies and encourage borrowing 

and spending. In New Zealand, the 

Reserve Bank cut the official cash 

rate to a record low of 0.25 percent 

on the 16th of March and indicated 

that it was likely to stay this low for at 

least the next 12 months. It’s possible 

that interest rates will fall even 

lower, possibly heading into negative 

territory. 

Another important initiative taken by 

the Reserve Bank is the commitment 

to buy Government Bonds 

(quantitative easing). This restored 

some calm to the local bond market in 

late March and resulted in Government 

Bond yields settling, and moving 

lower. After the initial announcement 

of $30 billion being allocated to the 

quantitative easing program, on the 

13th of May it was announced that this 

would be doubled to $60 billion. 

The New Zealand Government has also 

rolled out billions of dollars in financial 

support in the form of wage subsidies, 

benefit increases, increases in health 

sector funding, support for small and 

medium sized businesses and focused 

assistance for the aviation sector. This 

type of response wasn’t unique to New 

Zealand as governments all over the 

world have deployed similar stimulus 

packages. 

Well, where to next? 
It’s often said that necessity is the 

mother of invention. Many businesses 

were forced to adapt how they worked 

and interacted with their customers 

or pivoted what products they were 

delivering in order to continue to 

operate during lockdown. It’s looking 

very likely that the past few months 

will have long term implications for 

many sectors. 

Numerous office workers have 

experienced an extensive period of 

working from home for the first time 

in their lives. After initially struggling, 

many have adapted their home 

workspaces and started enjoying the 

benefits of utilising technology to work 

from home. Almost everyone will be 

grateful to skip the commute into the 

office and many companies may look 

to make working from home a more 

frequent option for staff. 

For financial markets, there will continue 

to be headwinds in the near future and 

volatility is expected to continue. Many 

sectors have been hit hard: tourism and 

aviation coming to mind, with recovery 

likely to take a long time. It’s also very 

possible that we’ll see continued bad 

news in the form of economic reports, 

an increase in an unemployment and 

more business struggling over the next 

few months.

However, there are a lot of positive signs 

too. Governments have shown

a willingness and an ability to support 

economies and they have been 

continuing to ramp up financial stimulus 

in response to new developments. A 

vaccine will be found at some stage and 

global travel will pick up again, hopefully 

sooner rather than later. 

Locally, we know how resilient and 

innovative Kiwis can be. As we move 

into the second half of 2020, we’ll 

hopefully see an increase in support 

for local business and tourism and 

it’s up to each of us to do our part in 

making that happen. Now, more than 

ever, we need to support one another 

as we transition into the next phase 

of the post-COVID-19 world, whatever 

that looks like. 

Many share  

markets posted 

all-time highs in 

February despite 

growing news of the 

novel virus. 

the Reserve  

Bank cut the official 

cash rate to a  

record low of 0.25 

percent

Many sectors  

have been hit hard: 

tourism and aviation 

coming to mind, with 

recovery likely to take 

a long time.

Governments have shown a willingness and 

an ability to support economies and they have 

been continuing to ramp up financial stimulus 

in response to new developments.
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Jane Turner
Senior Economist

As Senior Economist, 
Jane’s main focus is 
co-ordinating the team’s 
macro-economic forecasts. 
Prior to joining ASB, Jane 
honed her macro-economic 
forecasting skills at the 
Reserve Bank of New 
Zealand.

Mark Smith
Senior Economist

Mark joined ASB in 2017, 
with over 20 years of 
public and private sector 
experience working as an 
economist in New Zealand 
and the UK. Mark’s areas 
of specialisation include 
interest rate strategy, 
macro-economic analysis 
and urban economics.

Nick Tuffley
ASB Chief Economist

Since starting out in 1997 as 
an economist, it’s fair to say 
Nick has seen a few hair-
raising moments over the 
years, including the Asian 
Financial Crisis and the 
Global Financial Crisis. He 
learned his economic ropes 
at the Reserve Bank of New 
Zealand before a long stint 
as a Senior Economist at 
Westpac, and joined ASB as 
Chief Economist in 2007.

Chris Tennent-Brown
Wealth Senior Economist

Chris has worked as 
an economist for ASB 
since 2005, including a 
stint in Sydney with the 
Commonwealth Bank of 
Australia. His work has 
involved monitoring and 
forecasting trends in the New 
Zealand economy, with a 
focus on drawing implications 
for financial markets and 
investments. 

Where to next? 
We asked our resident 
experts the burning questions.

Mike Jones
Senior Economist

Mike joined ASB in 2019, armed 
with almost 15 years of experience 
in applied macroeconomic and 
financial markets analysis. Mike’s 
career has been all about distilling 
the risks and opportunities of 
economic and financial market 
trends for business. Basically, 
asking the “what does it all mean” 
question. Mike’s enthusiasm and 
skill for drawing out practical, 
commercial insights from the 
murky world of economics has 
been honed over a relatively broad 
base of experience.

Is ASB forecasting a deep 
recession?
Nick Tuffley answers: We think 

that COVID-19 will ultimately mean 

economic activity will drop around 6% 

by the end of 2020 compared to the 

beginning of the year. We expect the 

unemployment rate to rise sharply 

from around 4% at the start of 2020, 

to a peak later this year over 9%. 

This amounts to job losses of around 

200,000 out of a labour market that 

has been employing 2.6 million people. 

The peak in unemployment will likely 

come in the September quarter, as firms 

adjust to life without the same extent 

of Government wage subsidy that 

initially cushioned the blow. We expect 

it will take a couple of years before 

the unemployment rate moves lower 

on a sustained basis. This is extremely 

difficult for the people impacted and 

has clear negative implications for 

household spending and the housing 

market. From an economic growth 

perspective, the contraction in the 

economy translates into a loss of more 

We ask ASB’s economists some of the big questions that our customers have been asking us 
over the past few months. The team cover questions ranging from the RBNZ and Government’s 
actions this year, through to what ASB expects for housing and investment markets.

than $30b of income produced over the 

2020 calendar year.

Are you concerned about the 
level of debt the Government 
is getting into?
Nick Tuffley answers: The 

Government’s books were in good 

shape prior to COVID-19 and can 

absorb this hit. The Minister of Finance 

has referred to the outbreak as a 

‘rainy day’ and that the Government 

is particularly well-placed for such a 

day (after a decade of rebuilding from 

the GFC and Canterbury Earthquakes). 

We’d characterise COVID-19 more 

like a monsoon. As expected, the 

Government’s May Budget shows 

net Government debt increasing 

dramatically from 19% of GDP as at 

June 2019 to 53.6% June 2023. It is 

expected to stay at this level through 

to June 2024. By recent standards, 

that’s a high level by the end of the 

crisis, but low compared with the levels 

of government debt in the US, UK, 

Europe and Japan. In an environment 

of very low interest rates, this level of 

debt is manageable and will leave NZ’s 

fiscal accounts amongst the best in the 

world. Saying that, the burden of the 

response – necessary though it is – will 

largely be borne by future generations, 

and we need to ensure we make the 

best decisions we can over the next 

few years to ensure Government 

spending is delivering the best value 

for money for the current and future 

generation of taxpayers. 

How long will it take to 
go back to pre-COVID-19 
economic activity?
Jane Turner answers: We think it could 

take until 2023 for the economy to be 

back where it was in late-2019. In terms 

of employment, it could take a similar 

time for the labour market to recover to 

the level of employment we saw at the 

start of 2020. COVID-19 represents a 

significant negative shock to the NZ and 

global economy, potentially the largest 

since the Great Depression almost a 

century ago. By 2023, even though 

employment should have recovered, 

a larger labour market means the 

unemployment rate could still be around 

6%, rather than 4% like it was prior to 

the pandemic. 

What sectors are going to be 
the most impacted following 
COVID-19?
Mark Smith answers: The hardest-

hit sectors are those that have been 

directly impacted by the tighter border 

requirements and focus on physical 

distancing. Accommodation services 

transport, hospitality, retail trade, 

professional services and arts are 

likely to be the hardest hit in terms of 

percentage falls in activity. However, 

our sector analysis also suggests 

that the direct impacts are likely to 

be widespread, with production value 

(output) down significantly for more
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 than 60% of the economy. The second-

round (knock-on) impacts are expected 

to be significant, particularly for the the 

services sector. This will have broader 

implications for employment and 

consumer spending. 

Will house prices fall?
Mike Jones answers: Our headline 

forecast is a 6% fall in nationwide house 

prices in the year to March 2021. But it’s 

important not to give any false sense 

of precision here. Uncertainty abounds. 

What we’re really talking about is a fall 

in nominal house prices of 5-10%. There 

are various headwinds to consider, 

including a deteriorating labour market, 

falling net migration and likely modest 

declines in residential rents. There will 

be a range of different experiences 

throughout the regions however, 

Government and RBNZ support will 

help limit the downside to some extent. 

Over 2021, we expect house prices to 

stabilise, before gradually recovering 

as the unemployment rate begins 

to decline. Our forecasts are for a 

gradual recovery, but if mortgage rates 

continue to fall and Loan to Value Ratio 

restrictions are not restored, we could 

see a brisker upturn. 

Are sharemarkets going to 
drop again?
Chris Tennent-Brown answers: The 

major global sharemarket indices we 

monitor have recovered significantly 

from their late-March lows. Nonetheless, 

indices are still down on the early-2020 

highs. The low point in economic activity 

due to the shutdowns may be behind 

us, but now we are starting to see some 

tough data flow in and it won’t make for 

good reading over the coming months. 

Many businesses will need to raise new 

capital and adapt as we transition from 

crisis mode to the world post COVID-19. 

The sharemarket recovery over April 

and May has been encouraging but 

we expect bouts of volatility while the 

markets grapple with uncertainty. 

What do you think the 
most important things the 
Government has done are?

Chris Tennent-Brown answers: The 

most important thing I saw in the 

Budget was that the Government 

understands the scale of the economic 

challenge and has budgeted accordingly. 

The magnitude of the spending meets 

our ‘appropriately big’ test we’d been 

looking for within the Budget. To provide 

context around the size of support 

of this spending, the fiscal impulse is 

around double that of the Government’s 

response for the Global Financial Crisis. 

The Government looks to have nailed 

the public healthcare policy response 

and we stack up very well in relation to 

how the outbreak has been managed 

compared to other countries. 

Why is the RBNZ talking 
about negative interest rates 
and what does this mean for 
bank customers?
Mark Smith answers: When we talk 

about negative interest rates, we are 

talking about the Reserve Bank of New 

Zealand setting a negative Official 

Cash Rate (it is currently 0.25%). 

If the OCR was negative, financial 

institutions would be required to pay 

interest for depositing excess reserves 

with the RBNZ. Importantly, we aren’t 

forecasting a negative Official Cash 

Rate, and the Record of Meeting from 

the RBNZ Monetary Policy Committee 

in May reaffirmed earlier guidance that 

the OCR will remain at 0.25% until 

early-2021. However, the Committee 

noted that a negative Official Cash 

Rate (OCR) will become an option in the 

future, although at present, financial 

institutions are not yet operationally 

ready. In other words, a negative OCR 

is a possibility next year, but we think 

other actions the RBNZ can take are 

likely to be more effective and timelier 

in terms of supporting the economy. 

It’s important to note that even if the 

RBNZ cuts the OCR further and sets a 

negative OCR, we don’t expect negative 

term deposit rates. But we would expect 

term deposit rates to be lower than 

they are today. The important thing 

for customers is the outlook for the 

interest rates that impact them. We 

are forecasting term deposit rates and 

mortgage rates to remain extremely 

low over the next few years but not 

becoming negative. 

Why is the RBNZ buying 
Government bonds?
Mark Smith answers: Quantitative 

easing (QE) is an unconventional 

monetary policy in which a central bank 

purchases Government bonds (or other 

securities from the market). The RBNZ 

launched a “Large Scale Asset Purchase 

program” to buy Government bonds 

earlier this year. Ultimately, the RBNZ 

wants to see the cost of borrowing 

within the economy fall. The idea is that 

the RBNZ’s purchasing of Government 

bonds lowers yields within the economy. 

This can make it easier and cheaper 

for banks to extend loans to customers 

and in turn stimulate borrowing. QE can 

also make it cheaper for governments 

to borrow. In New Zealand’s case, the 

RBNZ is aiming to purchase $60bn 

of Government bonds over the year. 

By mid-May, the RBNZ had purchased 

$11b of New Zealand Government 

Bonds, which is around 18% of the 

bonds on issue. Interest rates have 

fallen as a result: the yield on a 10-year 

Government bond is now around 0.6%, 

over 1% lower than it was in March. 

What’s happening with 
mortgages?
Chris Tennent-Brown answers: 

Mortgage rates have fallen since the 

RBNZ cut the OCR in March, and a 

sub-3% fixed rate is now available for 

the first time. ASB’s lowest fixed term 

mortgage rate on offer is now a 2.69% 

special rate for two years. The RBNZ 

is committed to keeping interest rates 

low within the economy and we expect 

mortgage rates will stay low for several 

years. The other recent development 

that is impacting mortgage markets 

is the removal of the RBNZ’s loan-to-

value (LVR) restrictions. That could 

be a helpful development for buyers, 

although we note the practice of banks 

offering lower interest rates on loans 

with higher equity (e.g. LVRs under 

80%) is likely to continue.
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Staying the course can pay off; abandoning course can be costly
The global stock market drop in late 2018 offered a lesson in investor behaviour

Returns for a $1 million global 
portfolio consisting of 60% 
stocks/$40 bonds
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Portfolio remains fully invested
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The value of financial advice  
is keenly felt in tough times
This article was first published on 27 March 2020 and has been reprinted with the 
permission of Vanguard Investments Australia Ltd.

I
t’s been a difficult few months. 

Between see-sawing markets 

and understandably concerned 

clients, it’s clear we’re dealing with 

a changed world and one in which 

financial advice has a new sense of 

urgency for many.

While there’s no way of knowing 

how long the uncertainty will last, 

we do know these dynamics will 

continue to test and challenge us 

professionally, as well as personally, 

in ways we’ve likely never known 

before.

For now, navigating daily uncertainty 

is the new normal. Many industries 

have been hit hard by containment 

efforts related to COVID-19 and it’s 

hard not to be affected by what 

sometimes feels like wall-to-wall bad 

news. But there have also been some 

positive signs and many reasons for 

clients to stay positive.

discipline and perspective instead. 

We recognise that staying invested 

can be challenging but there are 

proven, evidence-based reasons why 

sticking to a plan is good advice for 

times like now. Here are three useful 

messages around the value of “staying 

the course” in turbulent times:

Abandoning the plan can  
be costly.

During a downturn, some clients 

mistakenly believe that converting 

to cash will give a better long-term 

result. Evidence shows that such 

action potentially blocks you from 

enjoying the strong recoveries that 

have historically followed market 

downturns.

History has proven that in volatile 

markets, the best move for clients is 

often no move at all.

Downturns are a market occurrence 

Perhaps the toughest part for clients is 

managing emotion when the financial 

shocks keep coming and the “do-

something” impulse kicks in. But on 

the plus side, it’s also a time in which 

the value of advice is arguably more in 

focus – more valuable - than ever.

Peace-of-mind is 
sticking to the ‘plan’
Abandoning the plan can be costly. A 

robust investment plan established 

during calmer times should not be 

ditched in periods of volatility.

Having a solid plan for how to tackle 

volatile markets is key. A plan is the 

most effective way of reminding 

clients to maintain perspective when 

many around them are losing theirs.

The decision to “stay the course” is a 

simple but powerful investment plan 

for times such as these. It asks us to 

put our emotions to the side and use 

that vary in length and severity, but 

history shows that staying invested 

despite the short-term pain has served 

clients well in the past.

For instance, those that stayed 

invested through the global financial 

crisis and recession of 2008-09 and 

beyond were able to capture the 

upside from one of the longest stock 

market recoveries in US history.1

Any changes should be 
made because of changes in 
your life, not changes in the 
markets.

Clients should remember the 

rationale for their original asset 

allocation. Engage in periodic portfolio 

rebalancing to maintain their target 

asset mix.

During a downturn it’s worth 

remembering your original plan and 

the rationale of decisions made as part 

of that long-term plan.

Remembering that a specific asset 

allocation was the result of careful 

consideration and not arbitrarily 

assigned and can provide an emotional 

anchor during panicked moments in 

the markets.

Asset allocation decisions reflect 

goals. If those goals are sound and 

matched to your risk tolerance, and – 

furthermore - are focussed on those 

things within your control (such as 

your asset allocation), there is every 

reason to stick with a plan and long-

term goals.

It’s also sensible to rebalance into 

market volatility to ensure the target 

asset allocations don’t deviate from 

your long-term goals.

Keep market swings in 
perspective. It is almost 
certain that there will be 
volatility ahead.

Volatility is a given but you can 

navigate uncertainty by focusing on 

those things within your control (such 

as your asset allocation).

Global equity markets have 

experienced eight bear markets over 

the last 40 years, or one roughly every 

five years.

Although huge daily swings are enough 

to make anyone nervous it remains the 

case that clients will typically experience 

many market downturns over the 

course of their lifetime.

At times like these it’s more important 

than ever to help keep emotional 

reactions in check and be reminded of 

the value of those investment plans 

you and your adviser made together 

in a calmer moment. By focusing on 

those factors within your control you 

can minimise the risk of making a 

knee-jerk decision that will cost you in 

the long run.

To summarise: 

• Sticking with a plan will help to 

deepen your adviser relationships 

during moments of upheaval 

such as these, the value of solid 

financial advice is more valuable 

than ever.

• Advisers help clients separate 

emotion from strategy, and find 

some peace-of-mind amidst all the 

daily uncertainty.

• No one can predict just how 

disruptive the COVID-19 pandemic 

will ultimately be in coming 

months but it is a good time for 

clients to speak to their advisers 

to remember the decision-making 

that went into their investment 

plans and the power of sticking 

with those plans. Clients should not 

be afraid to lean on their advisers 

for calm and direction, now more 

than ever.
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I 
was working in Sydney for a funds 

management firm. Common 

consensus at the time was that 

the world as we knew it would 

never be the same again. Media 

headlines questioned whether we 

were destined for war, asked if people 

would fly again, and raised concerns 

about trade and the global economy. 

Planes were grounded in many 

places, borders were being shut and 

financial markets went into a tailspin 

because we simply did not have the 

answers to those questions.

Unfortunately, every time the world 

finds itself immersed in a crisis, 

uncertainty is a defining characteristic. 

Whether it be 9/11, the GFC or where 

we are today, we face a range of 

possible scenarios that are unfamiliar 

to us. And of course, as investors we 

operate in a world where the financial 

markets, and thus the short-term 

value of our financial investments, are 

priced in real time and consequently 

can be very volatile.

I remember clearly where I was the day that the World Trade Centre was attacked in September 2001. It was 

one of those days that you never forget, particularly as the graphic images screened live on TV sets all over 

the world. 

Today, as the world grapples with the 

effects of COVID-19, there are many 

questions that we don’t have answers 

to. Questions over mortality rates, 

infection levels and which government 

policy is the best one. Are the economic 

costs associated with lockdown and 

extreme social distancing measures 

acceptable? Only time will tell. But there 

are aspects of the current situation 

that we do know with a much higher 

level of confidence. The world is facing 

a short-term economic contraction 

that will be more extreme than we 

have faced before. The peak-to-trough 

decline for the US and Europe will be 

more than twice as severe as that which 

we experienced in the GFC. And the 

decline will be much faster. Despite this 

certainty, we also know that there will 

be an economic recovery at some point, 

possibly as soon as in the second half of 

2020. Economic indicators in China are 

almost already back to pre-virus levels. 

The rest-of-world will not enjoy such a 

rebound, but a recovery will happen. 

This confidence is underpinned by the 

commitments of the world’s fiscal and 

monetary authorities. 

This part of the coronavirus narrative 

is critical, and it is developing by the 

day. In the US, for example, the Federal 

Reserve has essentially socialized all 

immediate economic risk by pushing 

down interest rates, buying back 

bonds and printing money on a scale 

never seen before. They have even 

begun lending directly to businesses, 

as would a commercial bank. Unlike 

the GFC, corporate behaviours are 

not to blame for this crisis and so the 

Fed has indicated it will “do whatever 

it takes” to stabilize the economy and 

markets. 

Our View on Markets in 
the Near Term
Equity markets have rebounded 

strongly from their lows on 23 March. 

The US S&P500 is up 29%, whilst the 

major stock indexes in New Zealand 

and Australia have rallied 27% and 

21% respectively. For the year to date, 

the US S&P500 is now only down 11%, 

the Nasdaq 100 is actually up slightly, 

and New Zealand has fallen by only 

6%. This type of extreme market 

volatility is not without precedent. 

During the GFC, for example, we saw 

similar pricing behaviour occur on 

multiple occasions during late 2008, 

despite the ultimate low in markets not 

being reached until March 2009. The 

question therefore for investors today 

is where to from here? Will we follow 

the path of markets during the 

GFC and ultimately retreat towards the 

previous lows of last month, or will the 

recent strength in prices continue? 

Forecasting short-term market 

performances is always challenging and 

in a normal world, these outcomes are 

often not particularly relevant. But in a 

world where markets are moving with 

the ferocity that we have seen over the 

past four weeks, successful positioning 

today is important. The overwhelmingly 

consensus view, from financial analysts 

and commentators, is that stock 

markets will fall. In their opinion this 

will happen because of the economic 

chaos that is occurring and because 

of the corporate earnings impact that 

must be felt (and ultimately be reflected 

in prices). These fundamental views 

are well-founded, but most investors 

have already positioned themselves 

accordingly. Global fund managers 

appear to have reduced their exposure 

to equites to levels last seen during the 

worst of the GFC and have raised cash 

in a manner commensurate with their 

response to the 9/11 terrorist attacks. 

This level of consistency in view 

can be comforting for some but it 

almost assures that the outcome 

will be different - because who is left 

to sell? This fact, together with the 

increasing possibility that the economic 

destruction that will be evident over 

the next three months should prove 

temporary (due to the policies described 

above), is providing an argument that 

the worst, in markets, could be behind 

us. Notwithstanding the fact that stocks 

are due a pause in their recent recovery, 

and could possibly drift lower for a 

while, the prospect of stock indexes 

returning to the levels that we saw on 

March 23 is looking less likely.

Our Longer-Term 
Expectations for New 
Zealand Equities

The longer-term prognosis for stocks is a 

favourable one. The objective for policy 

makers around the world is unequivocally 

to keep the economy and financial system 

alive. A consequence of this co-ordinated 

commitment is that interest rates have 

collapsed. They are close to zero today, 

and that is where they will stay. In that 

environment the attractiveness of 

equities relative to bonds is compelling 

and investors will very likely direct their 

capital accordingly.

Relative to most other nations, New 

Zealand is very well placed to navigate 

this unprecedented period. Our 

Government’s balance sheet is in good 

shape and before the fiscal response 

we had a Debt/GDP ratio of only 20% 

(compared to say the USA at 100%). 

There are few countries with a capital 

account as strong. We are also self-

sufficient in food and electricity, and 

our most important trading partner is 

China which has bounced back strongly. 

With a single level of government (unlike 

again the US which has three levels 

and appears to be in a constant state 

of dysfunction) we are better placed 

to implement policies. Our healthcare 

system is of good quality and largely 

free and we have a social welfare 

system that aims to look after the most 

vulnerable. This is a framework that we 

should have confidence in. Our equity 

market is similarly well placed with local 

listed stocks dominated by businesses 

such as Fisher and Paykel Healthcare 

and a2Milk which are beneficiaries of 

the coronavirus, and numerous Utility 

businesses (such as Contact Energy 

and Meridian) whose operations are 

somewhat resilient to the current 

economic headwinds. In a world of 

uncertainty these building blocks are 

important.

If I were to look at the world today 

as simply an investor (difficult in the 

current environment as I am also a 

father), I would say that this is one of 

the most exciting times of my career. 

Not because I believe that markets are 

about to shoot higher but because the 

opportunities that we have today, to 

make money for our clients, are very 

evident. Prices across the board have 

fallen dramatically and the businesses 

that survive the challenges ahead 

will emerge stronger than they were 

previously. This is a reality that we 

have seen through many cycles. Costs 

will be stripped out and the way that 

they operate will be reviewed, in detail. 

Operating efficiencies will be achieved 

and their profits, when the environment 

returns to normal, will be higher. Not all 

will get there, but those that do will be 

better for it. 
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MARKET 
INSIGHTS 
ON-THE-GO. 

asb.co.nz/podcasts

Listen and subscribe to the new ASB Investment Podcast 
on Apple Podcasts or Spotify today.

ASB1000439_Podcast_Series_A4_FA_V1.indd   1 24/06/19   10:16 AM

ASB Investment 
Podcast

Here are some of our episodes which you can listen to via Spotify, 
Apple Podcasts or asb.co.nz/podcasts. Enjoy!

Jonathan Beale
GM Wealth and Insurance 

Distribution

Chris Tennent-Brown
Senior Wealth Economist

22:  Alert Level Two, the Reserve Bank and Budget 2020.

21:  30 April 2020 Market Update

15:  The benefits of having a Wealth Manager

14: Fixed income investments with State Street Global Advisors

12: Investment stewardship with Vanguard 

11: Market insights from BlackRock 

10: Positive news from ASB

01: Part two - Australasian shares

01: Part one - Australasian shares

In early 2019 we launched the ASB Investment Podcast. We’ve continued to receive your positive feedback 

and requests to keep recording. 22 podcasts later and we’re set to continue providing market updates and 

insights this way.

If you haven’t put a face to the voices, our host is Jonathan Beale who is frequently joined by his colleague 

and guest Chris Tennent-Brown. We also have other guests from our ASB team and our ASB investment 

partners such as BlackRock and Vanguard. 
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Karen Walker: Big changes 
demand bold decisions.
ASB’s Jonathan Beale talks to Kiwi icon Karen Walker. Like so many of 
us, she’s been baking during lockdown, and preparing her business for a 
changed future. 

How has lockdown been for 
you and your family?
Not too bad actually. It helps that the 

sky has been blue and the sun’s been 

shining. 

It’s been the four of us; my husband and 

me, my daughter Valentina and my dog 

Laika. We’re in a big enough house so 

we can go off into our own workspaces, 

you know, create a little bit of negative 

space from one another and then come 

together when we want to. 

I brought the coffee machine home 

from work before lockdown started, 

so I learnt to make good lattes. I was 

on 11am “contactless coffee duty” for 

my neighbour and serving them to my 

family as well. It was a marker in the 

day to look forward to.

It’s the little things. The 
challenge for me was to get 
into a routine. I found that 
difficult.
Two days before lockdown our family 

decided on the routines we’d commit to 

each day and each week. I knew we’d 

easily let go of important things like 

exercise and cleaning the house. So, 

we committed to keeping doing those 

things. We had a spreadsheet to stick 

to, and a commitment to each another, 

to our house and to the family. That 

worked well for the first four weeks, 

for our mental health. But by the end 

we were over it. 

I saw on Instagram you 
managed to do some baking?
Yes, I’m good at scones and biscuits, 

and attempted bread for the first 

time in a long time. I had a long 

talk with my brother about it, he’s 

a very good baker and takes it very 

seriously. 

He’s also a psychiatrist, and we talked 

about everyone turning to baking. Is 

it because we’re at home so much, so 

the basic nesting instinct kicks in? Or is 

it because we feel under threat and so 

we’re all wanting to protect our pack? 

He said it’s both: when you’re under 

threat you protect, hunker and feed.

Speaking of COVID: when did 
you realise it was going to 
have a big effect on you and 
your business? 
We first started talking about it in 

those simple days back in early 

January. At that stage, all I worried 

about was our supply chain out of 

China. Which, as it turns out, was the 

least of our problems. 

At the end of January, when school 

was about to go back, my brother 

and his husband were visiting from 

Scotland, and it looked like there was 

a case in Scotland at that point. So I 

had to start thinking about it then and 

check if my daughter would be able 

to go back to school. Luckily it turned 

out it wasn’t a case. But that was the 

first time it started hitting close to 

home. And of course, then it unravelled 

quickly and touched all of us and our 

business ecosystem.

Moving to Alert Level 4 
happened fast. How did it 
affect your business?
You know, I found the levels 

announcement comforting and 

settling. I also found them extremely 

discomforting and unsettling. We knew 

that meant we’re going to Level 4 and 

probably quite soon. 

When Jacinda announced Level 4, I 

was at home in a meeting with Mikhail 

(Walker’s husband) and my CFO. We 

stopped to watch the briefing and I just 

started crying. We saw the enormity of 

the moment, and that in 48 hours we 

had to shut our doors for who knew 

how long. It was huge. 

Our two traditional 

weaknesses – our distance 

and our size – have been our 

strengths. 
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Over the next few weeks we had lots 

of highs and lows. Moments of clarity, 

moments of despair. There were tears. 

Not because of the reality, but because 

of the unknowns. Everyone was in 

high-adrenaline crisis management 

mode, with an unknown future. We had 

to think about a world where you can’t 

plan. That was hard. 

We were managing 50 staff who were 

all pushed to the edge of their comfort 

zone. We were dealing with a lot of 

emotions, new structures, and trying 

to anticipate the unknown. I had to 

let go of my innate desire to control 

and manage everything. That’s totally 

against the grain for me. And on top of 

all that, 90% of our income turned off 

overnight. It was not fun.

Ouch.
It would have been OK if you knew 

when it was going to turn back on. But 

we didn’t – and it’s the unknown that’s 

scary.

The projections and the economists are 

gloomy. But when I walk the dog down 

Ponsonby Road at night, restaurants are 

pumping! There is a disconnect that is 

unnerving. At what point as a business 

owner do you start to really worry?

I was asked a good question: 
“If you owned a business and 
needed to hire people right 
now, would you?” Are you 
optimistic about your short-
term future?
Yes. I’m adding two new roles right now. 

One is permanent and we definitely 

need them, so I thought let’s go ahead 

and what will be will be. The other role 

we have some options. We could ask 

our people if they want to extend their 

hours. Or maybe we could do a one 

month or three-month gig and see how 

we go. I think the key is to give yourself 

flexibility when you can.

Karen Walker is sold in many 
countries. How are you dealing 
with overseas markets and 
people?

We have a complex ecosystem. We 

have our own physical stores and our 

online store, and we’re sold in other 

company’s stores. We make things 

ourselves and we buy from others. We 

also partner for long-term partnerships 

and short-term collaborations. 

In Q1, we had some orders we couldn’t 

deliver because factories were shut. 

We’ve moved some of our Q2 deliveries 

to Q3, because of pressures on the 

supply chain. And the product you do 

have you can’t sell with the stores shut, 

so that’s another hit. It’s pretty much 

six months of business gone, never 

coming back. 

The thing with this crisis is that there 

is not a person or brand on the planet 

that has not been affected. You just 

focus on “What is the best I can do?”

New Zealand’s two traditional 

weaknesses – our distance and our size 

– have been our strengths. I think to a 

degree the same applies to business. 

The ones who are small and nimble and 

can make decisions quickly can adjust. 

They’ll be the ones coming out the 

least scathed.

Have you identified things 
you need to change about the 
business? 
Oh definitely. This has accelerated 

everything that was already on the 

ascent or the descent. Our online 

business has been our fastest-growing 

area for the last 24 months, and now 

it’s showing its potential even more. 

Other parts of the business have 

been flat or on a slight descent. It’s 

highlighted that those areas aren’t our 

future. We now have an opportunity to 

make brave decisions. Instead of letting 

things slowly fade, we can be bold and 

make decisive changes.

How are you feeling about the 
rest of 2020?
I don’t know. Like I say, you walk down 

Ponsonby Rd and restaurants are 

heaving. People are out, looking happy, 

shopping, enjoying the sun. There are 

queues outside cafes. Right now, it 

looks like a busy Christmas period.

If I asked you that question 
a year ago would the answer 
have been different?
I think six months ago I wouldn’t have 

said it’s the most vibrant market 

I’ve ever seen. There was caution 

looking through into 2021. But now 

looking at things, well, I was expecting 

catastrophe, but in lots of parts of 

business that’s not quite the reality. 

What’s your advice to NZ 
businesses?
I’ve been focussing 75% on crisis 

management and 25% on my big 

picture thinking. Be sure to carve out 

some time to think about the future. 

When we went into lockdown, we knew 

we had to do that. The first few weeks 

we spent putting out fires. Then after 

week three we took time for the bigger 

conversations.

And what ideas and thoughts 
have you been mulling over for 
your own business?
There is a thought out there that 

fashion isn’t necessary. But at its 

heartbeat, at its very core, fashion is 

about need, it’s about servicing our 

customers’ needs. It might be fairy 

dust and sparkle on the outside, but we 

provide people with what they need in 

their life. 

During much of lockdown we could 

only sell essential items online. So, we 

decided to focus on keeping people 

warm for winter. When we were pulling 

the edit together it was interesting that 

half or more of the things on our site 

were essentials. 

It turns out that our products, stories 

and experiences are fulfilling a need for 

people. It’s not just the frippery. We’ve 

focussed on the idea of taking care 

of yourself, presenting yourself well, 

being ready to take on the day. That’s 

essential for all of us.

What about the talk of 
supporting New Zealand 
businesses? What’s your pitch 
for people supporting New 
Zealand made?
It’s so easy to do. Go out and spend 

locally. Choose companies that pay 

tax here, who employ people here. We 

all need to make sure our purchasing 

decisions put money back into our 

economy. And it’s happening. We hear 

it in our stores: our customers are 

being mindful of where they spend.

Everyone’s saying it’s time 
to go somewhere within 
New Zealand, visit our own 
country. Where would you like 
to go?
I love Queenstown, I had a fabulous 

two weeks there last year. I try and 

go there every year. My pick would be 

Great Barrier in summer, Queenstown 

in winter.

Go out  

and spend  

locally.

I’ve been focussing 75% on crisis 

management and 25% on my big 

picture thinking.
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Buying the Dip
An inside look at what’s been happening on stock markets.

Michael Shirley, Head of Product and Trading, ASB Securities

T
hat all changed with 

COVID-19 in what will 

become the defining 

moment for the next generation, 

something potentially bigger than all 

events previously described. 

The fall
The events since late February 2020 

could be described as a roller coaster 

ride. For the ASB Securities frontline 

the atmosphere has been frantic with 

barely a chance to take a breath.

From 24 to 28 February, stock 

markets worldwide reported their 

largest one-week declines since the 

GFC. Come early March and global 

markets became extremely volatile, 

fluctuating between black and red on 

a daily basis. On 9 March, most global 

markets reported extreme falls, 

mainly in response to the COVID-19 

pandemic combined with an oil price 

war. At the time this represented the 

biggest one-day drop since the GFC 

and is now familiarly referred to as 

the ‘new’ Black Monday. 

However, worse was to follow only 

days later with another drop (Black 

Thursday), where stocks across 

Europe and North America fell more 

than 9%. Wall Street experienced its 

largest single-day percentage drop 

since the original Black Monday in 

1987. And despite a temporary rally 

on 13 March (with markets posting 

their best day since 2008), all three 

Wall Street indexes fell more than 

12% when markets re-opened on 

16 March. The Dow Jones Industrial 

Average, the NASDAQ Composite, 

and the S&P 500 all fell by 12–13%, 

with the Dow eclipsing the record 

setting one-day drop on 12 March 

On Monday 16 March, Asia-Pacific and 

European stock markets closed down, 

the S&P/ASX 200 setting a one-day 

record fall of 9.7%, collapsing 30% 

from the peak that was reached on 20 

February. 

The NZX suffered its worst day ever on 

23 March. It opened down 4.9%, before 

falling further to be down 10.3% by 3pm 

following the Government announcing a 

series of stricter restrictions to counter 

the spread of COVID-19. Every stock in 

the index fell, with tourism, travel and 

hospitality businesses showing some of 

the biggest falls.

There is no doubt that what we’ve just 

experienced is a once in a generation 

event, the likes of which have taken 

even the most seasoned investment 

professionals, including those that were 

around in 1987, by surprise.

Trends and behaviour
In the face of this overwhelmingly 

negative market sentiment, and 

massive trading volumes, you would 

be excused for assuming that we were 

experiencing panic selling. When we 

looked closely, we were surprised to 

see something entirely different. 

Buying the dip
Our clients were buying the dip, it’s 

been a clear and undeniable trend. 

While experiencing unprecedented 

trading volumes, the increased activity 

has seen us being net buyers on almost 

every day since the correction started 

in late March. The so-called downturn 

in the share market has presented 

an investment opportunity for many, 

especially where they think a certain 

stock may have switched from being 

overvalued to undervalued.

Increased engagement
No doubt driven by the extra time 

available in lockdown, clients have 

been taking a more proactive 

approach, re-evaluating their financial 

goals and objectives and monitoring 

their portfolio more regularly. Not 

surprisingly we’ve seen many clients 

reviewing their portfolios.

First-time investors
Another key observation of the last 

few months has been the record 

number of new accounts being opened. 

Many of which represent first-time 

investors hoping to acquire quality 

stocks at a discount. Alongside these 

new investors we’ve also seen inactive 

investors re-enter the market.

Effective use of limit orders
While anticipating ongoing volatility, 

we have seen clients being disciplined 

in setting limits, all in an attempt to 

acquire shares at a discount. With the 

effective use of limit orders, you can 

set a maximum purchase price for your 

buy order, or a minimum sale price for 

your sell orders. Then if the market 

doesn’t reach your limit price, your 

order won’t be carried out.

Minimizing risk in a 
downturn
As an execution only broker, ASB 

Securities does not provide advice 

however these are some of our 

observations:

Know your strategy
The appropriate course of action in 

a downturn depends on your trading 

strategy and investment goals. 

Investors should be intimately familiar 

with their portfolio and the impact of 

possible percentage drops. Your goals 

and investment horizon will likely be 

important factors influencing whether 

it is appropriate to sell or not. And in 

some cases a crash might be the right 

time to sell. 

Be patient
Stock market downturns are inevitable 

and must be considered in the context 

of the record gains of recent years. 

Sometimes it’s more prudent to ride 

out the market rather than attempting 

to time the market. You may be 

tempted to sell and shortly thereafter 

the markets could bottom out. Before 

you realise it, markets are well above 

the levels where many sold. Dollar cost 

averaging is a strategy often employed 

to minimize this risk. 

Unless you’re a highly experienced 

professional, a share market crash 

probably isn’t the best time to venture 

into day trading or similar short-term 

trading strategies.

Dollar cost averaging can reduce the 

‘timing risk’ of trying to pick the bottom 

of a market, and can possibly offer 

benefits in volatile or hard-to-predict 

markets where investing a lump sum 

can be particularly stressful.

Until recently a typical Friday after work would involve market veterans relating wild stories of what it 

was like to work through previous bull runs, the excesses of days gone by, the dot com bubble, or the 

horrors of the 2008 Global Financial Crisis (GFC). The young millennials loved these stories probably 

never expecting to experience such events in their time.

Dollar Cost Averaging Explained

When looking at getting into investments such as shares, the thought of 

your investment crashing in value can be rather daunting, especially if 

you’ve got a sizeable lump sum on your hands ready to invest. Dollar cost 

averaging is a method that can be suitable for both experienced and new 

investors to reduce their risk of seeing their investment slump in value.

Dollar cost averaging can be a great alternative to investing a lump sum. 

Rather than investing all of your capital in one go, the idea is that you invest 

smaller, fixed amounts on a regular basis over an extended period of time. 

For example, instead of investing $24,000 in one transaction, you could 

invest $2,000 per month over 12 months. The price of the stock you’re 

buying may go up and down over that period, but you always invest the 

same amount. What happens is that you end up buying more shares when 

the price falls in any given month, and fewer shares if the price is higher.

The so-called downturn

 in the share market  

has presented an 

investment opportunity 

for many, 
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Investment volatility – is it 
really that bad?
Joanna Walton, Senior Manager, 
MIS Operations and Product Management, ASB

2020 has so far been a hugely volatile year for investment markets, largely as a result of the widespread 

impact of COVID-19. Before getting too concerned or jumping to any conclusions, it’s important to understand 

what that volatility actually means.

 Speak to a professional 

If you’re having issues with your car, you take it to the 

mechanic. If you’re feeling unwell, you go see a doctor. With 

investments, it’s no different. If you’re concerned about 

volatility you should speak with your financial adviser. Like 

experts in any other field, financial advisers are experienced 

and knowledgeable in what they do, and they will be able to 

give you the advice and guidance that you need. We have 

plenty of experts at ASB, so please get in touch if you want to 

speak to a financial adviser. 

 Take a step back and don’t make hasty decisions

It’s important not to panic and make any rash decisions in the 

heat of the moment. If you have a robust investment plan in 

place you will be invested in an appropriate strategy for your 

investment timeframe, and if your personal circumstances have 

not changed, it’s more important than ever to stick to your plan. 

Making a change when markets are especially volatile can end up 

causing poor outcomes for you in the long-term – if you sell when 

your investment is down you could potentially miss out on any 

future recovery markets experience. 

Of course, there are still genuine reasons why you may 

want or need to sell even when markets are down – there’s 

a big difference between making an informed decision and 

understanding the implications versus a quick decision made 

based on emotions rather than logic. 

 Don’t check your balance daily

The proliferation of mobile phones, tablets and laptops now 

mean that we have easy access to our banking and investment 

accounts 24 hours a day, 7 days a week. One of the unintended 

consequences of this constant availability is the concern and 

anxiety that can arise if we see that our investment balances 

have fallen. 

Short-term volatility and dips become a lot less apparent when 

you look at your investment balance over a longer time period. 

As time passes by and markets recover, a dip in your balance in 

the past will be a lot less significant a few years down the line. 

If seeing your balance fall causes you concern and unease, 

consider not checking your balance daily. If you limit checking 

your balance to once a month or once a quarter, you’re a lot 

less likely to see a fall in your investment balance than if you’re 

checking daily. This doesn’t mean you shouldn’t speak to your 

adviser or continue reviewing your investment every now 

and then or when you’re circumstances change. None of us 

like seeing our balance fall, however if the movement in your 

balance is really causing you a lot of stress, consider speaking to 

a professional to make sure you are in the right strategy for you.

 Stick to your contribution plan

If you have a regular contribution plan and are regularly adding 

to your investment, you shouldn’t stop these contributions just 

because of volatility. If anything, the volatility may mean that 

your contributions will buy you more units when the value of 

investments has fallen. Once markets recover, the value of your 

units will increase, and you will have benefitted by continuing 

your contributions.

If you are wanting to invest a lump sum amount instead, and 

are concerned about putting a large amount of money into a 

very volatile market, consider breaking your investment up into 

smaller chunks and investing over a period of time – maybe 

drip feeding contributions in, 20 percent at a time over five 

instances, such as once a month over five months. This way, you 

will be able to benefit from dollar cost averaging and you will 

reduce the risk of seeing a large drop in balance immediately 

after you make your entire contribution. 

I
nvestment volatility can be 

defined as how much an 

asset’s price fluctuates around 

its average price. Different types 

of assets have different levels of 

expected volatility. For example, a 

cash investment is not expected to 

fluctuate too much in value, where 

as an investment in shares is usually 

expected to have at least a moderate 

level of volatility. Volatility is a normal 

part of investing and it’s important to 

understand that asset prices can go in 

both directions, down and up. 

One of the most well-known measures 

of investment volatility is the ‘VIX’ 

or volatility index. This is an index 

calculated by the Chicago Board 

Options Exchange and it reflects the 

market expectation for share prices 

in the S&P500 (the index of the 500 

largest listed companies in the United 

States) in the next 30 days. Earlier in 

March this year, the VIX reached levels 

not seen since the 2008 GFC and a 

new high was set on the 16th of March. 

There’s an evidence-backed 

expectation that over time share 

markets trend upwards. So, when 

there’s a small amount of volatility 

but markets trend upwards, it’s 

unlikely to generate many articles and 

sensational headlines from media. But 

when share markets experience larger 

movements and the overall trend 

is downwards, we do hear and read 

about it. Human nature comes in to 

play here as well and I’m reminded of 

the slightly outdated but still relevant 

adage, ‘bad news sells papers’ - 

maybe in this day and age it might 

be more accurately described as ‘bad 

news gets clicks’. 

When we read gloomy headlines about 

how the share market has plunged 

X% and we check our own KiwiSaver 

or investment portfolio balance online 

noticing that the value has fallen, it’s 

understandable and totally normal 

to feel concerned. We all work hard 

for our money and when we invest it, 

we expect and want to see it grow, so 

seeing it go backwards is alarming. 

But it’s important to understand that 

if you’re invested in a diversified and 

well-structured strategy, you haven’t 

actually lost anything. The value of 

your investment has probably only 

temporarily dropped in reaction 

to whatever events share markets 

have responded to. As history has 

shown us, time and time again, share 

markets do recover and if you stay 

invested, so will your investment 

balance. 

It’s similar to owning a house. The 

value of your house may fluctuate 

regularly, although it’s probably 

not as easy to tell relative to an 

investment that has exposure to 

shares. Nevertheless, certain events 

will cause the value of your house 

to change, for instance if mortgage 

rates go up or down and changes in 

supply and demand for housing. If 

the value of your house drops due 

to a change in circumstances, you 

probably wouldn’t want to sell. It’s 

the same thing with your investment. 

You want to hold on to your house 

or investment and sell when prices 

have recovered. This goes back to 

one of the fundamental principles of 

investing – buy low and sell high. 

Even those that have had years 

of experience in investing can get 

nervous when markets are as choppy 

as they have been recently. So, here 

are four things you can do (or in some 

cases, not do) to help you get the best 

outcome from your investment:

ASB Investment Funds Balanced Fund - Unit Price Movements

Since 1 January 2020 Since May 2010

The graphs below show the unit price movement of the ASB Investment Funds Balanced Fund over two different 

lengths of time; the graph on the right covers the 10 year period ending 30 April 2020, while the left covers just the 

last four months of this period, 1 January 2020 to 30 April 2020. When you take a longer term view the impact of a 

short period of volatility becomes a lot less important than the overall trend and long-term trajectory. 
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The Journey  
Across the Void 
Craig Stent, Executive Director, Portfolio Manager,  
Harbour Asset Management

M
arkets have been 

analogous to this in the 

last couple of months – 

trending up, followed by increased 

volatility, big swings down and up, 

and at times moves exaggerated 

by different market participants 

entering. But, in the end, with the 

swing bridge, we made it across the 

other side to the safety of land. This 

will also be the case for markets at 

some stage, albeit the duration and 

swings may be difficult to predict. 

The outlook for markets is tied to 

several elements. First, the local and 

global experience with the control of 

COVID-19 using non-pharmaceutical 

interventions will be critical. To 

date, lockdowns, border closures 

and aggressive tracking of cases 

seems to be paying off. Markets 

have moved attention to progress 

with asymptomatic testing and 

serology tests to determine potential 

so-called “herd immunity”. Beyond 

that, markets have also assessed 

very early trials and successes with 

treatments, and eventually markets 

will turn attention towards clinical 

When I was a kid, we used to visit the local regional park which had a swing bridge. It was with slight 

trepidation and excitement the first time I got to go on it. The upward sloping ramp to the entry point of 

the bridge was relatively stable, but once you made it to the start of the bridge things changed. Stepping 

out on those first few steps for a young lad was uneasy as you peered over the side into what seemed like 

an abyss below. Then the modest swing from side to side and up and down started, but as you ventured 

out further to the middle, the potential swing got larger and larger. And if other people were added then 

the swings seemed to be exacerbated.

in New Zealand may improve but the 

narrative will move from focussing on 

health outcomes to economic outcomes. 

For many commentators, anxiety in 

the economy may overcome concerns 

regarding COVID-19. This seems typical 

of most crisis events. However, markets 

are forward-looking, trends beyond 2020 

and even 2021 will be key to investor 

returns, not the depth of the current 

drop in activity.

In some countries overseas, 

particularly in Asia, there are 

tentative signs that economic growth 

is recovering more rapidly than 

expected as the rate of growth in 

COVID-19 cases slows. There is also 

an exceptional amount of science 

being applied to new standards of care 

(the first step to reduce the impact 

of COVID-19) and then also to seek a 

vaccine. In the meantime, we would 

expect a conservative approach to the 

movement of people. This does not 

mean, however, that all businesses will 

be closed. Some businesses might 

trade very well through this period.

Indeed, globally and locally, there are 

many listed companies posting positive 

earnings trends. This environment 

lends itself to a more active approach 

to investing. 

A breakthrough in terms of widespread 

testing or a treatment could be circuit 

breakers for varying lockdowns now in 

place. The more distant prospect of a 

vaccine or plasma immunity therapy to 

suppress further outbreaks could provide 

a more meaningful economic recovery. 

Right now, governments are engaging 

in unprecedented fiscal stimulus aimed 

principally at preserving jobs and 

businesses. The debt burden itself in 

future years could become a drag on 

economic growth, while the mirroring 

expansion of money and financial 

stimulus may also create future risks 

for inflation and interest rates.

We think that global economic 

conditions will be extremely 

challenging, and the data will paint 

a grim picture in coming months, as 

a wide variety of responses to non-

pharmaceutical interventions for 

COVID-19 impacts on unemployment 

and business failures.

More locally, we can expect the data to 

also be bleak; however, it might not be 

immediate in areas like employment 

as employers hold on to staff whilst 

the government subsidy is in place. 

Consumers are also likely to be more 

circumspect for a long time given the 

potential uncertainty around local 

conditions and job security, and as 

results of the many vaccine trials that 

will be commencing. 

In addition, the ongoing upsizing of 

the fiscal impulse, and the continued 

adoption of various additional 

monetary stimulus measures 

needs to be monitored alongside 

grim economic data and rising 

unemployment. Wage subsidy plans 

in many countries have kept some 

valuable links to jobs; however, many 

jobs are likely to be lost as not all 

businesses are going to survive this 

void in incomes.

Finally, the extent to which 

economies can revive growth and 

activity will be closely watched. There 

is no perfect road map and a lot of 

uncertainty. Many commentators 

have pointed to the evidence in China 

of opening factories and allowing 

freedom of movement as a potential 

signpost to the timing of restarting 

other economies.

If the road map for COVID-19 looks 

like China and Korea, New Zealand’s 

economic activity may come back on 

stream later this year. Economists 

have a wide spectrum of expectations 

for the outlook, and most agree that 

a crisis tends to accelerate trends 

already underway. We would expect 

a lot of innovation, embracing new 

technologies, substantially more 

focus on infrastructure, healthcare 

and wellbeing, and substantial 

change in retail, media and tourism.

We are confident in the ability of 

corporates to survive, innovate and 

then invest, in people and production, 

once we see the data stabilise on 

COVID-19 and policy responses for 

the exit plan kick further into action. 

Very low interest rates may provide an 

opportunity for significant investment.

In the coming weeks and months, we 

expect headlines on COVID-19 cases 

Stepping out on those first few 

steps for a young lad was uneasy as 

you peered over the side into what 

seemed like an abyss below. 

If the road map for 

COVID-19 looks like China 

and Korea, New Zealand’s 

economic activity may 

come back on stream 

later this year.

global economic 

conditions will be 

extremely challenging, 

and the data will paint a 

grim picture
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animal spirits remain subdued. 

Although the immediate profit outlook 

for many New Zealand companies 

continues to be sharply downgraded, 

there is a wide range of potential 

outcomes with respect to COVID-19, 

reflecting uncertainty over the depth 

and length of the recession. 

For long term investors, current prices 

may provide a better entry point 

reflecting the potential of many New 

Zealand companies as the economy 

recovers, however it is reasonable to 

also expect a higher degree of volatility 

in equity prices. 

While we see ongoing risk to company 

earnings from an extended period of 

COVID-19, market valuations related to 

price-to-earnings (PE) multiple and yield 

terms, and equity prices, have moved to 

significantly lower levels reflecting the 

tough current trading conditions.

The investment thesis for most 

companies we invest in is not 

necessarily about next year’s earnings, 

but rather what earnings are going to 

be like in five years or more. Having 

a long-term investment horizon and 

patience in times of market disruption 

can provide opportunities to add value 

for client portfolios. 

Many stocks we invest in will also not 

require additional capital to sustain and 

grow. A few might, and we will assess 

those opportunities as they arise. We 

have already seen over $12bn in capital 

raisings in New Zealand and Australia 

across 22 companies directly exposed 

to the shutdown. These companies 

have shored up balance sheets, having 

recognised stagnant revenue given 

the nature of their business. Examples 

of these have been Auckland Airport, 

Kathmandu and Vista Group whose 

share prices have all performed very 

well following the capital raisings. 

We saw a similar pattern in the 

recapitalisation of companies in the 

2008-2010 period, where investors were 

positively rewarded in participating in 

capital raisings for companies with a 

strong business proposition.

Key factors for the New Zealand market 

performance are the outlook for F&P 

Healthcare and a2 Milk, both of which 

have been outstanding performers 

over the short and medium term. We 

have increased our positioning in both 

stocks significantly through both price 

performance and share purchases. Both 

companies have extraordinarily strong 

balance sheets, and revenue sources 

Growth Sectors % Yield Sectors % Cyclical Sectors %

Consumer Staples 16.6 Real Estate 7.8 Transport Domestic 0.5

Healthcare 31.0 Utilities 8.0 Building Materials 0.4

Technology 7.5 Telcos 3.4 Infrastructure Domestic 3.4

Transport Intl 6.9 Consumer discretionary 2.4

Resources 5.6 Financials 2.4

Total 67.5 19.2 9.2

Source: Harbour, As at 17 April 2020 
This does not constitute advice to any person. www.harbourasset.co.nz/disclaimer

Fig 1. Portfolio sector exposures

largely immune to either a recession or 

COVID-19. In fact, both are experiencing 

strong trading conditions currently. 

These companies today form over 20% 

of the Australasian Equity Total Return 

Portfolio that we actively manage for 

ASB Portfolio Series investors. 

In a broad sense, we have increased 

the portfolio exposure to healthcare, 

consumer staples and the resources 

sector. These sectors have strong core 

characteristics that we are attracted to 

including: 

• Strategic market position and 

megatrend tailwinds

• Large addressable markets

• Great business model with increasing 

returns to scale

• Strong leadership

• Strong environmental, social and 

governance (ESG) values

• Positively viewed by Harbour analyst 

and fundamental data

Conversely, we have little exposure to 

cyclical companies where conditions 

may further deteriorate before they 

get better and capital raisings may, in 

some instances, provide a better entry 

opportunity. 

We are however cognisant of the level 

of stimulus from governments and 

central banks in the system which may 

be beneficial to some companies as we 

emerge from the current conditions. 

We continue to reflect our belief in 

the relative strength of the Chinese 

consumer and the Chinese economy 

more generally. Within 70 days of the 

WHO announcing the rising tide of 

COVID-19 in China and Asia we are 

now seeing Chinese companies back 

to between 80-100% production. In 

several industries, production is now 

higher than pre-COVID levels. Chinese 

consumption of food has also continued 

to grow, with strong perceptions of New 

Zealand’s brand value relative to Europe 

and the US. Companies like Scales 

(apples) and Sanford (fish) are reporting 

strong growth back into China. 

Similarly, Australia has reported record 

iron ore exports into China, and the 

demand for resources seems to again 

be out-stripping supply at current prices. 

We are attracted to the strong balance 

sheets of Fortescue Metals and Rio Tinto 

and we have added to these positions 

over the weakness in March 2020.

More broadly, as we recover from 

the current lockdown-induced 

recession, we expect a re-emergence 

of new patterns of online activity 

and adoption of higher investment in 

technology. We think Xero will continue 

to experience strong revenue growth 

from their expanding platform. 

Finally, we expect a resumption of a 

focus on responsible investing and on 

environmental, social and governance 

factors. Global money flows towards 

sustainable investing seem likely to 

accelerate.

We are confident in the ability of 

corporates to survive, innovate and 

then invest – in people and production 

- once we see the data stabilise on 

COVID-19 and policy responses kick 

further into action.

Having a long-term 

investment horizon and 

patience in times of 

market disruption can 

provide opportunities 

to add value for client 

portfolios.

We are confident in the 

ability of corporates  

to survive, innovate and 

then invest – in people 

and production
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Too much risk, 
higher chance 

of loss

Too little risk, 
reduces future 

returns
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Asset Allocation and the 
Importance of Rebalancing

O
ne of ASB’s investment 

beliefs is that asset 

allocation and currency 

decisions are the most important 

decisions we make, as they drive 

the majority of the investment 

outcome. In this article we’ll 

focus on the importance of asset 

allocation. 

What is asset 
allocation?
Asset allocation is the mix of 

asset classes in a fund. For 

example, a balanced fund may 

include allocations to ‘income’ 

asset classes such as cash, NZ 

government bonds, NZ corporate 

bonds, global government bonds 

and global corporate bonds plus 

allocations to ‘growth’ asset classes 

including global equities, listed 

property and Australasian equities. 

The target asset allocation is the 

proportion of the fund invested in 

each of these asset classes.

Why is asset allocation 
important?
The asset allocation of a fund drives 

the overall level of risk and return. 

As a general rule, the higher the 

level of growth assets in the fund, 

the higher the level of risk and 

expected return. For example, a 

conservative fund will typically have 

20-30% in growth assets while a 

growth fund will usually have 80% 

or more invested in growth assets. 

Investors with a low appetite for risk 

will generally prefer a fund with a 

smaller allocation to growth assets 

while investors seeking higher 

returns and who are comfortable 

with higher levels of risk, will 

generally prefer a fund with a greater 

allocation to growth assets.

The actual asset allocation of a 

fund can vary from the target asset 

allocation as a result of changes in the 

valuation of assets, as market prices 

move up and down. Take a simple 

example where a balanced fund has 

a 60% allocation to equities and a 

40% allocation to bonds. If the prices 

of equities decline (i.e. share markets 

fall), the valuation of the equity assets 

in a fund will decrease and reduce the 

overall proportion allocated to equities 

in the fund (assuming the value of the 

bonds is unchanged). 

If the decline in equity valuations is 

large, the actual asset allocation of 

the fund can become significantly 

different from the target allocation. 

If left unchecked, the risk and return 

profile of the fund will remain different 

from what it was intended by the 

target asset allocation, and this will 

affect the long term investment 

outcome for investors in that fund. 

At the very least, the fund may no 

longer have the optimal mix of assets 

that will deliver the highest risk-

adjusted returns and in an extreme 

situation a balanced fund may begin 

to resemble a conservative fund or 

a growth fund if asset values have 

moved enough.

In the illustration below, if 

rebalancing did not take place a 

balanced fund comprised of 60% 

equities and 40% fixed income 

would become too risky after an equity 

bull market and too conservative after 

an equity bear market. 

What is rebalancing?
To ensure the actual asset allocation 

does not drift too far from the target 

asset allocation a rebalancing process 

should be undertaken on a regular 

basis. The rebalancing process 

involves resetting the fund’s actual 

asset allocation to the target asset 

allocation. This is achieved by selling 

assets in asset classes that exceed 

the target asset allocation and buying 

assets in asset classes that are below 

the target asset allocation.

In our simple example above, if the 

actual allocation of the balanced fund 

has become 80% equities and 20% 

bonds, the rebalancing process would 

sell bonds and buy equities to bring 

the actual allocation back to the target 

of 60% equities and 40% bonds.

Discipline of rebalancing
Rebalancing is not a costless exercise. 

As with any trading activity there 

are costs associated with the buying 

and selling of assets including 

brokerage and taxes. These costs 

must be considered when determining 

the frequency and timing of the 

rebalancing process. 

Rebalancing, like any trading activity 

is ideally done in ‘normal’ market 

conditions when there is ample 

liquidity and bid-ask spreads are low. 

However, this does not always occur, as 

was the case during the recent period 

of COVID-19 driven market volatility.

At the peak of the recent volatility, 

liquidity in some markets had 

significantly reduced and the bid-ask 

spreads in fixed income markets were 

at levels not seen since the global 

financial crisis of 2008. 

In these circumstances it can be 

tempting to deviate from established 

principles and processes such as 

regular asset allocation rebalancing. 

However, making ad hoc changes 

in the middle of crisis can be risky 

and may be an indication of a weak 

governance process. 

This is not to say that care should 

not be exercised when undertaking 

investment processes like rebalancing 

in difficult circumstances. For example, 

instead of a full rebalance executed 

on one day, a fund manager may 

consider: 

1. a partial rebalance to bring the 

fund back within established asset 

allocation limits but not all the way 

back to target; or

2. a multi-step rebalance completed 

over several trading days to reduce 

the daily trading volumes and 

lower the average trading cost.

There are pros and cons to weigh up 

with each option, but the discipline to 

adhere to the principle of rebalancing 

is the most important point. Without 

the rebalance taking place, investors 

may end up with a fund that does not 

resemble the one they thought they 

were invested in. 

For investors, in times of great uncertainty and market volatility, it is important 
to remain true to your investment beliefs, processes and disciplines.

Peter Freeman, Senior Manager, Investment Strategy, Managed Funds, ASB

If the decline in equity valuations is 

large, the actual asset allocation of the 

fund can become significantly different 

from the target allocation.

Rebalancing, like any 

trading activity is ideally 

done in ‘normal’ market 

conditions when there is 

ample liquidity
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COVID-19 and Energy 
in the New World
Kingsmill Bond, New Energy Strategist, 

Carbon Tracker Initiative

Carlo M. Funk, Head of EMEA  

ESG Investment Strategy,  

State Street Global Advisors

T
he COVID-19 pandemic 

represents the most 

serious global public health 

challenge for over 100 years. When 

the crisis passes, we will have a unique 

opportunity to build a new world as 

the pandemic — and its widespread 

impact — has the potential to facilitate 

the transition from fossil fuels to 

renewables.

The crisis is likely to bring forward 

peak demand for fossil fuels (first coal, 

then oil and then gas) and weaken 

the lobbying power of incumbents. It 

also creates space for policymakers to 

implement a fairer, more sustainable 

energy system and so enables the 

clean energy revolution to continue. 

Amid the difficult challenges we 

face, this is an area where we can be 

hopeful for the future. 

The COVID-19 pandemic has impacted 

all areas of our lives and highlights 

how globally interconnected we are, 

particularly in terms of commerce and 

trade. We are only just beginning to 

digest the implications of the enormous 

shock to the global economic and 

financial system arising from the crisis, 

and the huge fiscal and monetary 

support enacted by governments and 

central banks worldwide.

Amid the chaos of the pandemic, it 

is easy to overlook another — and 

potentially more serious — long-term 

threat to humanity and the biosphere 

— climate change. In a note I wrote 

recently on the impact of COVID-19 on 

the ESG and climate investing landscape 

available here, I described climate 

change as a “slow-burning pandemic”.

The COVID-19 crisis has reminded us of 

the importance of rigorous and objective 

scientific research, of innovation in the 

development of solutions, and of the 

need for cross-border collaboration. 

These are all lessons we can take 

an industry that is already challenged 

by government regulations on carbon 

emissions and the rise of renewables.

At State Street Global Advisors, we 

are committed to providing our clients 

with the necessary information and 

tools to contribute to the transition 

to a low-carbon future. Our range of 

strategies enable investors to mitigate 

and adapt to climate change risks and 

ensure their portfolios are resilient as 

we transition to a low-carbon economy.

We have written previously about the 

inevitable peaking and decline of fossil 

fuels in the coming decade, and the 

rise of renewables as an energy source 

globally.

In this article we highlight why the 

COVID-19 pandemic will catalyse the 

shift from fossil fuels to renewables 

and why this transition is both needed 

and inevitable.

The Fossil Fuel Challenge
After 200 years of continuous 

expansion, and with the support of 

many governments and think tanks, 

a large part of the incumbent energy 

sector was expecting growth to continue 

throughout the coming decades.

Yet, the signs of decline were growing 

even before the current crisis, thanks 

to the growth of renewables and rising 

regulatory pressure. Total demand 

growth for fossil fuels had slowed to 

just 1% a year and in nearly 40% of the 

world, fossil demand was already falling.2

In 2018, we calculated that fossil fuel 

demand would peak in 2023 if the 

rapid growth rate of renewable energy 

technologies continued. Stock prices 

had been underperforming for a 

decade, with the value of the oil and 

gas sector falling from 15% of the US 

stock market to under 5%.

Investors were worried about 

financial risks, and governments 

were increasingly concerned about 

the public health impact of fossil fuel 

pollution, import dependency and the 

looming climate disaster. The sector 

was already vulnerable.

Then came the COVID-19 crisis, where 

fossil fuel demand rapidly declined, as 

seen in the falling oil price. Fossil fuel 

demand may never again surpass the 

peaks of 2019. By the time the global 

economy recovers, most of the growth 

in energy demand may be met by 

renewable energy sources.

When a sector nears its structural 

peak and hits a cyclical downturn, 

peak demand is typically advanced 

by a few years. This is precisely what 

happened to the European electricity 

sector as it stumbled unsuspecting 

into the 2008 crisis. Demand for 

fossil fuels for electricity collapsed, 

and never again reached 2007 levels 

because by the time electricity 

demand recovered, renewables were 

large enough to supply all the growth. 

Share prices fell by up to 90% as 

$150bn of assets were written off. The 

European electricity sector underwent 

radical restructuring and was forced to 

embrace renewables and reinvent itself 

for the new world.

Once the peak is passed, the fossil fuel 

sector will face increased challenges, 

likely struggling with overcapacity 

and potential stranded assets, with 

low returns and high risks. One area 

of fossil fuels after another will face 

its peak. We have already seen peaks 

in demand for coal and will likely 

approach the peak in demand for oil 

and gas in the years to come.

There will likely be short-term cyclical 

peaks and troughs in the demand for 

fossil fuels, as seen in the elevated 

volatility in the oil price, for example. 

Cyclical variations will follow a wider 

structurally trend of peaking and then 

decline in fossil fuel demand. The 

COVID-19 pandemic will likely act to 

speed up this trend.

Resilient Renewables
The short-term impact on the 

renewable sector could be damaging, 

as component supply shortages and 

corporate bankruptcies will most likely 

impact renewables companies in 2020. 

But there is a world of difference 

between the challenge faced by a huge 

low-growth incumbent and a nimble 

high-growth challenger.

There is no reason to believe that the 

crisis will end the long-standing story of 

rapid renewable energy supply growth 

from a low base, driven by falling prices 

and superior economics. A parallel can 

be drawn with the internet prior to the 

stock market collapse in 2000. Stock 

prices fell, and many companies went 

bankrupt. However, innovation kept 

happening, costs kept falling, quality 

kept rising and information technology 

rose to dominance.

in tackling climate change. But will 

COVID-19 materially change our 

attitudes to the climate threat?

In the short-term, progress will likely 

be subdued and some climate-related 

initiatives (such as COP-26 scheduled 

for November 2020 in Glasgow) have 

been postponed. More importantly, 

however, the pandemic may create a 

heightened sense of urgency among 

policymakers and the private sector 

to address potentially catastrophic 

climate change risks.

The pandemic is also having a more 

direct impact in greatly reducing oil 

demand, amid a backdrop of an oil 

price war between Saudi Arabia and 

Russia. This has resulted in a sudden 

and unprecedented decline of the 

oil price with oil futures trading at 

negative territory for the first time 

in history in April 2020. At this level, 

exploration projects will be far less 

attractive and job losses are likely in 

Fossil fuel demand may 

never again surpass the 

peaks of 2019.

The cost of electricity 

generation from 

renewables is already 

lower than fossil fuels in 

many countries.

1 BP database, trailing data.
2 World Resources Institute report — Turning Points: Trends in Countries’ Reaching Peak Greenhouse Gas Emissions over Time.
3 BNEF LCOE analysis.32 I JUNE 2020 JUNE 2020 I 33



Since the 2008 global financial 

crisis, the cost of renewable energy 

technologies has fallen by over 90%. 

Furthermore, the cost of electricity 

generation from renewables is already 

lower than fossil fuels in many countries, 

as shown in the chart below:3

Electric vehicles are a cheaper way to 

run a transport system, and the sticker 

price of an electric vehicle is about to 

reach parity with that of traditional cars.

Additionally, there are new ways of 

producing steel and cement using 

renewable energy sources.

For example, Nucor, the largest US 

steel producer, is building a micromill 

in Missouri that is set to be the first US 

steel plant to run on wind energy.

Governments that Drive 
Change will be Rewarded
Governments will have an 

unprecedented ability to drive change. 

They must oblige companies to avoid 

greenwashing and take real action, in the 

same way that certain companies were 

made to accept efficiency standards 

after the global financial crisis.

Meanwhile, it is becoming increasingly 

clear that governments across the 

world will need to enact a huge series 

of stimulus packages to mobilise their 

economies and avoid a depression. 

While doing so, governments will have 

to make difficult decisions around 

fossil fuel subsidies and taxes. Equally, 

however, we need to be conscious to 

avoid bankruptcies and large-scale 

job losses, and ensure employees are 

retrained so they can play a part in the 

growing renewables revolution.

The key reason for optimism is that 

the long-term opportunity set for 

renewable energy remains strong. 

Growth, innovation, jobs and creativity 

are shifting fast to the new energy 

sectors, leaving in their wake a vast 

amount of unneeded fossil fuel 

capacity, or stranded assets. We no 

longer have to tolerate fossil fuel 

pollution and uncontrolled global 

warming as the price of getting energy. 

Meanwhile, new infrastructure must be 

built: solar panels, wind turbines, grids, 

electric vehicle charging points, new 

energy sources for industry, and so on.

Ensuring the growth of renewable 

energy is the great challenge of our 

generation but it also promises an 

extraordinary solution: a way to restart 

our economies and avert climate 

change catastrophe.

Overcoming Barriers
In the short-term, the usual concerns 

are resurfacing. Parts of the fossil fuel 

industry are trying to use the crisis 

to roll back environmental standards, 

reduce taxation and offload high cost 

assets onto the taxpayer. In countries 

where fossil fuel proponents have been 

installed as government policymakers, 

they may succeed.

However, 80% of the global population 

live in fossil-fuel importing countries and 

they are unlikely to support a redundant 

fossil fuel system. Meanwhile, the 

collapse in fossil fuel prices means that 

many are worrying about a return to the 

1990s, when constraints on fossil fuel 

usage were lifted amid very low prices, 

leading to higher demand.

In the very short-term, low prices 

should stimulate a pick-up in demand 

from today’s depressed levels. However, 

this will likely be insufficient to drive a 

long-term resurgence in demand, as it 

does not solve structural weaknesses 

in the sector. Fossil fuels have relatively 

high fixed costs, and compete with 

renewables on technology learning 

curves, which means that renewables 

get cheaper every year. Below a certain 

price level, some fossil fuels cannot be 

produced economically.

Moreover, because of the climate crisis, 

governments cannot afford to take 

their foot off the pedal of efficiency 

gains. Encouragingly, this is happening, 

most prominently in Europe, where 

the European Commission is planning 

to decarbonise the economy and 

implement carbon pricing measures.

A Fairer and More 
Sustainable World
The COVID-19 pandemic is an 

international emergency that requires 

swift and comprehensive measures 

by governments to safeguard 

public health. But when the crisis 

passes and the moment for sober 

reflection arrives, we will have a 

unique opportunity to reorient our 

economies and ensure a low-carbon 

future for us and future generations.

This is a chance for every country 

to build the efficient, sustainable 

and equitable world the fossil fuel 

advocates believed was impossible. 

Let us build anew.

Ensuring the growth 

of renewable energy 

is a way to restart 

our economies and 

avert climate change 

catastrophe.

80% of the global 

population live in 

fossil-fuel importing 

countries.

Carbon Tracker Initiative is an independent financial think tank that analyses the impact 

of the energy transition on capital markets and the potential investment in high-cost, 

carbon-intensive fossil fuels. Carbon Tracker has helped to popularise the terms “carbon 

bubble”, “unburnable carbon” and “stranded assets”. State Street Global Advisors has 

co-authored this report on the energy transition with Carbon Tracker. 

Graph shows benchmark levelised cost of electricity (LCOE) for each country in US dollars per megawatt-hour. LCOE 
calculations exclude subsidies or tax credits.

PV — Photovoltaic technology that converts sunlight into electricity through the use of semiconductors.
CCGT — Combined Cycle Gas Turbine that generates energy by combining a gas-fired turbine with a steam turbine.
Source: BNEF.
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A DAY IN THE LIFE
NIGEL O’LEARY
Role description:

As an ASB Wealth Manager I have the opportunity to 

meet and talk to ASB clients about their financial goals, 

I can then provide my personalised recommendation as 

how they can best achieve those goals and make a sound 

investment decision. 

How are you helping your customers at home, 
what has changed with the way you are 
working?

Initially, I was receiving a lot of calls from clients seeking 

reassurance that there was no need to make any changes 

to their portfolios. Now, I am phoning clients to see how 

they may have been impacted by COVID-19 and to ensure 

their money remains in the right place. Clients have been 

happy to ‘meet’ over the phone or by video call.

What was your biggest challenge over the 
lockdown period? 

Being confined to my home office. Usually, I am visiting 

clients at their homes, visiting branches, or roaming 

around the Regional Centre collaborating with our 

different business partners.

What did you enjoy the most about lockdown? 

My wife Catherine has done an amazing job of ensuring 

I don’t go hungry! I’ve enjoyed the morning teas, lunches 

and afternoon teas during the day. Usually it’s a quick 

sandwich between meetings.

During lockdown what was your favourite 
activity to keep busy and what was your go to 
home cooked meal? 

We purchased new bikes before the lockdown so we try 

and go for a quick bike ride or walk most days. As always, 

the weather in the Bay of Plenty has been amazing which 

has helped. I have enjoyed the extra time around the 

home to do some slow cooked roasts on the BBQ.

What are you most excited to do once New 
Zealand is back to level one? 

Like a lot of my clients, I have had to cancel our 

overseas holiday, so we are looking forward to spending 

some time in the Marlborough Sounds next month; 

exploring the walking and biking 

tracks. I am a bit concerned 

about the amount of time 

my wife spends on Trade 

Me looking at caravans-

which I think will be the 

next purchase so we can 

keep exploring more of 

New Zealand.

MAIREAD NEEDHAM
Role description:

I’m largely responsible for selecting, monitoring and reviewing our underlying investment managers. 

My role also involves reporting to the Investment Committee and providing general support to the 

Investment Strategy team and Wealth Manager network.

How are you helping your customers at home, what has changed with the way you are 
working? 

I’m more behind the scenes rather than customer facing so I help our clients indirectly and nothing’s 

changed there. Supporting our ASB Wealth Manager network was especially important given the market 

volatility and staying on top of communications during this period was essential to make sure our clients 

were fully supported. Starting up a video call instead of popping over to someone’s desk became second 

nature and an efficient way of getting things done with the added benefit of some social interaction. 

What was your biggest challenge over the lockdown period? 

Keeping on top of the information flow was without a doubt my biggest challenge. Everything moved 

so quickly between the 20th of February through to late April. Information was flowing in from so many 

sources; it took a lot of effort to stay on top of it all and make sense of what it meant for our portfolios 

and ultimately, our clients. As a team, we looked at everything related to our investment strategy with a 

new lens and asked the same question every time, does this process still make sense and is it the right 

thing to do in this extremely volatile environment? Some things remained constant but some things had 

to be done differently and a lot of analysis had to go into this. 

What did you enjoy the most about lockdown? 

Lockdown life was pretty simple and I quite enjoyed that part of it. Work was very busy trying to keep on 

top of all the markets updates, but I enjoyed not having to run around from A to B. I definitely indulged 

my lazier side! 

During lockdown what was your favourite activity to keep busy and what was your go to 
home cooked meal? 

I went for regular walks and got to know my local area better than I would after five years of living 

here in normal times. There’s hardly a street that I haven’t been down now. We did HelloFresh for some 

of the time which was great. I can’t say I enjoy cooking but I actually think I did a good job of some of 

those meals. Making a proper dinner on a weeknight doesn’t seem quite so 

daunting anymore. 

What are you most excited to do once New Zealand is back to 
level one? 

Plan my wedding! Having just gotten engaged before lockdown, we hadn’t 

even decided which country to have it in – Ireland or here. I’m Irish and he’s 

a Kiwi. Until there’s a vaccine, neither set of parents can travel so the most 

basic and probably the most important decision of which country to get 

married in, has been put on hold until we get some timing on when a vaccine 

will be widely available. Hopefully it won’t be long and surely the rest will fall 

into place, right?

HAYLEY NELSON
Role description:

As an ASB Private Banking Manager I enjoy 

getting to know my clients and building 

relationships with them so I can understand their financial goals. I can 

then make appropriate recommendations to help them achieve these 

goals whilst making their banking as simple and easy as possible. 

How are you helping your customers at home, what has 
changed with the way you are working? 

Being readily available on email and phone, conducting phone 

meetings, video calling, proactively reaching out to clients to offer 

assistance and providing updates, all from my home office. 

What was your biggest challenge over the lockdown period? 

Balancing work and family commitments to ensure our children 

are doing all the schoolwork they need to, not letting them get 

too absorbed in their devices while we are in ‘work’ mode. Sharing 

an office space with my husband who also works for ASB has 

been tricky at times too. We have had to manage phone calls to 

make sure we don’t schedule these at the same time, it’s nearly 

impossible in the shared home office. 

What did you enjoy the most about lockdown? 

Having time at home with our family to simply be present and not 

having to race from A to B and thinking how I’m going to get to C. 

The slower pace of life where we enjoy the simple things together 

has been great, oh, and the baking. Our 15-year-old can make an 

amazing Melting Moment. 

During lockdown what was your favourite activity to keep 
busy and what was your go to home cooked meal? 

Choosing one is near on impossible. We have created quite the 

routine: morning dog walks on my own, 11am coffee with my husband 

(eating the sweet treats the kids have baked), 

evening walks with the whole family, weekend 

bike ride exploring city trails are right up 

there. Nadia Lim’s Comfort Kitchen TV 

show has inspired many meals, and I’m in 

love with Ciro’s Gnocchi recipe.

What are you most excited to do once 
New Zealand is back to level one? 

Reconnecting with family and friends and giving them all  

really big hugs! 
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JONATHAN BEALE
How are you helping your customers at home, what has changed with  
the way you are working? 

With COVID-19 the focus on clients increased, the need to be able to respond quickly in a very 

fluid way has been vital. Communicating to clients on a regular basis was something that we really 

focused on – market update emails, podcasts and more proactive contact. We took the view that just 

because clients were not contacting us, they would still have questions and concerns that we should 

be front footing to provide guidance and advice. I have been working from home since level two. It 

has been very different. My day would hopefully start with an early run and then I would spend the 

day at my computer downstairs, sitting on a wooden stool, earphones in, having phone and Microsoft 

Team meetings all day. I had to charge my earphones multiple times a day due to the amount of time 

I was on the phone.

What was your biggest challenge over the lockdown period? 

There wasn’t anything that really stood out for me. It sounds odd but I actually didn’t mind it. Once 

I got into a routine it was fine, which I suppose was the challenge. Personally, the most difficult part 

was trying to help my two children with their math lessons! Some of the equations that I was trying 

to simplify took me back way too many years. I am not sure my maths teacher back in the day, Mr 

Owens, would have been that pleased with me.

What did you enjoy the most about lockdown?

Spending time with Helen my wife and children Harry and Alice was awesome. I am normally gone 

before they wake up and get home when dinner is ready or, to be fair, when dinner has been delayed 

to cater for me. Seeing more of them was special. I am lucky to live in Devonport so going out for 

a run each day around the beautiful scenery was great. No traffic, cleaner air and you could visibly 

see the sea becoming cleaner. I will miss running around in the middle of the road with no worries of 

seeing a car. From a work perspective, I do really think I have become closer to my team and others 

at ASB. The experience has certainly made us understand and learn more about each other’s lives 

which has been lovely. I have been able to get a small view into how people live and their families. 

That’s been a real highlight.

During lockdown what was your favourite activity to keep busy and what was your go 
to home cooked meal? 

My favourite activity was trying to cook a few new recipes. I turned my hand to making Cornish 

pasties which turned out surprisingly well, apart from forgetting to season them and having to try 

and reopen a pasty. Not an easy exercise. Plus, my daughter and I had a go at making chocolate 

eclairs. The first time they we ok, the second time for Mother’s Day, they were tremendous. I say 

that because my teenage son ate three of them. Praise indeed.

What are you most excited to do once New Zealand is back to level one? 

I am hoping that when we get back to level one, I keep some of the good things 

that I have started to do under lock down. Spending more quality time 

with family, drinking less coffee, getting out for runs each day and 

going to the supermarket less. Other than that, we had plans to go 

to the UK for Christmas and celebrate my father’s 80th birthday. 

Looking forward to seeing what happens in the next six months but 

not feeling that confident it will happen.

A DAY IN THE LIFE

CHRISTINA ONG
Role description:

I am a Wealth Specialist in ASB Wealth Advisory. We organise the ASB Wealth Manager 

meetings for our clients, to ensure that they receive the right advice and have investment 

plans in place to achieve their objectives. Ongoing service is very important to us, our 

clients often call or email our team with any general enquires or concerns they may have. 

We also help provide fund and market updates to make sure they are kept up to date with 

their investments. 

How are you helping your customers at home, what has changed with the 
way you are working? 

We are very fortunate to be able to continue helping and supporting our investment 

clients from home. This period has allowed us to make more proactive calls to clients to 

provide them on updates with what is happening in the market, reassurance and letting 

them know we are here to support them in these unprecedented times. 

What was your biggest challenge over the lockdown period? 

My personal biggest challenge was having to be super cautious whilst going out to get 

essentials as some of my family members are vulnerable. Being younger and at risk of being 

an asymptomatic carrier meant it was crucial to adopt hygienic habits and take precautions to 

do my part in preventing the spread of the virus to my loved ones and our community.

What did you enjoy the most about lockdown? 

I have really enjoyed spending more quality time with my family. Also being able to work from 

home and having the extra free time in the morning and afternoon that would’ve been used for 

commuting has been really great.

During lockdown what was your favourite activity to keep busy and what was 
your go to home cooked meal?

My favourite activity to keep busy was to cook or bake. Nothing beats the smell of freshly 

cooked or baked goodness. My go to home cooked meal was a nice steak with creamy 

mushrooms and roast vegetables.

What are you most excited to do once New Zealand is 
back to level one? 

I am very excited to travel around New Zealand. There are many 

places I would like to visit, for example the iconic Queenstown. It 

will be a great opportunity to see more of our beautiful country 

and help support our local tourism businesses.
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The ASB Progress
New Zealand 
Crossword

Becoming by Michelle Obama (audio book) 
It’s narrated by Michelle and is a very easy and interesting listen. 

Surprising insight into life behind the scenes in the Obama household. 

I’ve bought the paper version online and had it sent to my mum and 

aunty to occupy them during their lockdown and they’ve had good 

reports about it too. 

Mairead Needham

Ozark 
Easy to watch series of a financial advisor who gets caught up with a 

Mexican drug cartel and the plan he goes through to save his family.

Craig Stent

Milada
This is a sad but beautiful and interesting story about the life of Milada 

Horáková, a Czech politician who was born 1901, and died in 1950. 

Although this is a horrible part of Europe’s history, I think it is worth 

watching to appreciate what people did for their beliefs at that time. It’s 

one you watch for the history, rather than a feel-good film. True stories 

like Milada make me appreciate how lucky we are to live in NZ.

American Factory
I really recommend American Factory for anyone interested in an 

insightful film about a Chinese firm setting up a factory in the US. It’s 

way more constructive and informative than some of the nonsense that 

gets dished out on the issues that US and Chinese manufacturers are 

grappling with.

Chris Tennent-Brown

The Last Dance
An in-depth look at the Chicago Bulls’ dynasty through the lens of 

the final championship season in 1997-98. The Bulls allowed an NBA 

entertainment crew to follow the team for that entire season. In addition, 

ESPN spoke to over 100 people close to the team who experienced the 

run, exploring all angles of the Jordan phenomenon. 

Even if you don’t like basketball just understanding how the team 

thought and what motivated Michael Jordan is sensational.

Jonathan Beale

Billions
Hyper realistic portrayal of the hedge fund industry in which fictional 

hedge fund manager Bobby Axelrod is pitted against United States 

Attorney Chuck Rhoades. Many of the plots mirror real life prosecutions 

of financial crime by US federal authorities. Compelling for its depiction 

of the aggressive nature of high finance, sophisticated trading strategies, 

market manipulation, insider trading, greed and corruption. Each 

episode is loaded with investing and financial jargon.

Michael Shirley 

Craig Stent
Executive Director, Portfolio 

Manager - Harbour Asset 
Management

Chris Tennent-Brown
Senior Wealth Economist, ASB

Jonathan Beale
GM Wealth & Insurance 

Distribution, ASB

Mairead Needham
Manager Asset Class 

Management - ASB

What were your lockdown favourites? 
Here’s a few of our recommendations to keep you entertained.

Across
3.  What iconic tourist attraction opened in Auckland in 1997?

4.  Where does the Wellington Cable Car end up?

9.  Where is hot water beach located?

10.  Where would you find the big carrot?

11.  Where would you find the best stargazing in the world?

13.  What is the name of the world’s steepest street?

15.  Where would you find sparkling mystical caverns?

16.  Where did the world’s first commercial Bungy operation 

start?

Down
1.  What natural attraction near Punakaiki formed 30 million 

years ago?

2.  What is Matamata now most famous for?

5.  Where does the famous Earnslaw Steamship sail?

6.  What town is know best for its giant trout?

7.  Which national park is home to three active volcanoes?

8.  What city is known as the ‘gumboot capital  

of New Zealand’?

12.  What is the name of New Zealand’s only castle?

14.  In which National Park would you find split apple rock?

Michael Shirley 
Head of Product and  

Trading - ASB Securities

The crossword is digital, simply fill it in above and the answers are on the back cover.
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ASB Bank Limited 3242 18311 0520

 Call 0800 108 084

 Visit Wealth Central within  
FastNet Classic internet banking

ASB Securities Limited is an NZX Firm. ASB Securities’ terms and conditions apply. ASB Margin Lending is provided by ASB Bank Limited.

ASB Portfolio Series is a discretionary investment management service provided by ASB Bank Limited. For more information see the ASB Portfolio Series 
Service Disclosure Statement available upon request from ASB, your Wealth Manager or your Wealth Relationship Manager.

ASB KiwiSaver Scheme and ASB Investment Funds: Interests in the ASB KiwiSaver Scheme and ASB Investment Funds (Schemes) are issued by ASB 
Group Investments Limited, a wholly owned subsidiary of ASB Bank Limited (ASB). ASB provides administration and distribution services for the Schemes. 
No person guarantees interests in the Schemes. Interests in the Schemes are not deposits or other liabilities of ASB. They are subject to investment risk, 
including possible loss of income and principal invested. For more information see the ASB KiwiSaver Scheme Product Disclosure Statement or the  
ASB Investment Funds Product Disclosure Statement (as applicable) available from ASB’s website and the register of offers of financial products at  
www.business.govt.nz/disclose (search using the Scheme name).

ASB Wealth Advisory: ASB Wealth Managers’ disclosure statements are available on request and free of charge from your ASB Wealth Manager. 

The information contained in the publication is for informational purposes and is designed for use by New Zealand residents only. It does not have regard 
to the financial situation or needs of any reader and must not be relied upon as financial advice. As individual circumstances differ, you should seek 
appropriate professional advice. No person guarantees the financial services or products offered or any of the investments or returns made in respect of 
the financial services or products. The financial services and products offered are subject to investment risk including loss of income and principal invested.

ASB’s lending criteria and terms apply.

CROSSWORD ANSWERS: ACROSS: 3. Sky Tower 4. Kelburn 9. Coromandel 10. Ohakune 11. Lake Tekapo 13. Baldwin 15 Waitomo 16 . Queenstown  
DOWN: 1.Pancake Rocks 2. Hobbiton 5. Lake Wakatipu 6. Gore 7. Tongariro 8. Taihape 12. Larnach 14. Abel Tasman 
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