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W elcome to the fourth issue of ASB Progress. 

In this issue we look at our new Positive 

Impact Funds that launch late August, 

how and why ASB is involved in hedging, the evolution 

of megatrends and how it influences investment 

opportunities, and some advice about getting advice.

As always, we appreciate the feedback and 

suggestions we get for every issue of ASB Progress, 

so please keep sending them through. Get in touch via 

progressmagazine@asb.co.nz. 

Thank you for your continued support of our business.

Regards,

Jonathan Beale 

General Manager Wealth  

Private Banking, Wealth & Insurance



Technological 
breakthrough
New technologies lie at the heart 

of resolving or accelerating the five 

megatrends. Breakthrough innovation 

is necessary to address large-scale 

challenges (e.g. ageing economies, 

climate change), while new solutions 

are also targeting relatively minor 

problems (e.g. payments, streaming). 

This backdrop has created a fertile 

ground for disruptive innovation and 

thematic investing.

Disruptive innovation is most likely to 

emerge in two scenarios; either (1) new 

solutions are developed to resolve a 

significant constraint or challenge, or 

(2) new competitors are attracted to 

industries with large profit pools and 

high returns. Consider the advent of 

electric vehicles, e-commerce, solar 

panels, robotics, blockchain, cloud 

computing, streaming, smart grids and 

many other modern-day innovations. 

In each case, engineers and 

entrepreneurs are aiming to capitalise 

on the need for a new solution or a 

better alternative in existing markets. 

Breakthrough innovations have 

become more powerful in recent 

years thanks to globalisation and 

the ubiquity of technology. Together, 

they have lowered entry barriers for 

new competitors and accelerated the 

adoption of new technologies around 

the world, thereby unleashing a wave 

of disruptive threats across industries 

and economies.

With new technologies come new 

challenges. For example, the adoption 

of automation is unlikely to be limited 

to economies with ageing labour 

forces and wage inflation. As robots 

enter younger, emerging economies, 

the local workforce is likely to face 

a tougher job market. Similarly, as 

sensors and internet connectivity 

become more cost efficient and 

capable, data collection and analysis 

M egatrends are powerful, 

transformative forces that 

can change the trajectory 

of the global economy by shifting 

the priorities of societies, driving 

innovation and redefining business 

models. They can have a meaningful 

impact not just on how we live and 

how we spend money, but also on 

government policies and corporate 

strategies.

A confluence of global megatrends 

is prompting structural shifts in 

many industries and changing the 

drivers of corporate earnings. Most 

major economies are undergoing 

powerful shifts in their demographic 

profiles, while resource scarcity and 

climate change are coming under 

greater scrutiny. Rapid urbanisation 

is pulling in significant investments 

and changing consumer behaviour, 

especially in high-growth emerging 

economies. At the same time, the 

increasing ubiquity of technology is 

redefining business models in a host of 

industries and unleashing widespread 

disruption. These megatrends are 

giving rise to a new set of powerful 

investment themes.

Today, we see five equally ground-

breaking megatrends beginning to 

unfold and they will shape our future: 

• technological breakthrough

• demographics and social change

• emerging global wealth

• climate change and resource 

scarcity

• rapid urbanisation.

This article seeks to explore the key 

attributes of these five megatrends, 

how they have arisen and how they 

might evolve over time. 

are set to explode. But with that comes 

concerns around privacy and cyber 

security. These challenges in turn will 

require more innovative solutions.

Demographics  
and social change
Changes in global demographics 

will bring significant challenges 

and opportunities for societies and 

businesses. The forces that underpin 

this megatrend include ageing 

populations in advanced economies 

and China, the outlook for future jobs, 

immigration pressure, skills imbalance 

and the radically different priorities of 

younger generations.

Italy and Germany lead the way 

in Europe, with the median age of 

their populations at 47.9 and 46.6 

years (only behind Japan at 48.2).1 In 

Western Europe, one in five people are 

older than 65 and this is expected to 

rise to one in four in the next decade.2 

These trends are likely to slowly, 

but steadily change the outlook for 

household spending (towards older 

consumers), inflation rates, economic 

growth and government policy (the 

US already spends over 18% of GDP 

on healthcare).3 Ageing and the 

resulting decline in the labour force 

will hence require dramatic social 

and technological changes. Consider 

the case of Japan; the combination 

of ageing (about one-third of its 

population is over 65 years) and low 

immigration has led to very tight 

labour markets; the jobs-to-applicant 

ratio in Japan stands at 1.63x, the 

highest level in 17 years.4

A counter to this has been more 

Japanese women entering the 

workforce; between 2000-2017, female 

workforce participation rose from 

<60% to 69.4% (refer to Exhibit 1).5  

At the same time, Japan has been one 

of the largest buyers (and makers) 

of robotics; it employs 308 robots 

for every 10,000 human workers 

compared to 200 for the US.6 

Smarter machines are a solution 

for countries with shrinking labour 

forces; but they are likely to trigger 

challenges for younger economies, 

by disrupting jobs and limiting wage 

growth. Automation and greater use of 

tech will require tomorrow’s workforce 

to develop new and more advanced 

skills; take the case of the UK, where 

less than 20% of the population had a 

university degree in 1990, but in 2000 

that rose to 33% and reached 42% in 

2017.7 As the competition for highly 

skilled labour heats up, companies 

will need to spend more resources to 

attract, train and retain talent.

EXHIBIT 1: FEMALE LABOUR  PARTICIPATION RATE
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Megatrends  
The forces shaping our future
Mairead Needham, Senior Investment Analyst, ASB
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Emerging global wealth
In the last twenty years, developing 

economies have been lifted by 

the rising tide of globalisation and 

manufacturing shifting to Asia. The 

emergence of a sizeable, aspirational 

middle class, particularly in China, 

has made it an important destination 

for global companies. We continue 

to expect emerging markets to offer 

significant growth potential for 

domestic and multinational firms.

Two decades of unprecedented growth 

has lifted China’s per capita GDP from 

a meagre 8% of US per capita GDP in 

2000 to roughly 30% this year.8  

This rapid growth has been enabled by 

significant infrastructure investments, 

support for an export-focused 

manufacturing base and increased 

spending on innovation. In turn this 

has resulted in persistent growth in 

household incomes; the World Bank 

notes that China alone is set to add 

one billion people to the global middle 

class between 2005-2030. It is not 

surprising then that China has been 

a key source of growth for companies 

exposed to Chinese consumers (e.g. 

luxury brands, autos, smartphones).

China’s significant economic progress 

has coincided with its foray abroad. 

Consider the approximate US$1 trillion 

Belt and Road Initiative as China  

seeks to invigorate infrastructure and 

trade routes across South Asia and 

other parts of the emerging world.  

A new breed of Chinese companies are 

increasingly capturing market share at 

home and venturing overseas. This is 

a natural progression of an economy 

that has been steadily moving up 

the value curve in infrastructure, 

manufacturing and technology sectors.

Elsewhere, genuine reform can unlock 

potential in India, which benefits from 

an expanding labour pool (the working 

age population is set to grow by almost 

14% by 2030, compared to a -3% 

decline for China).9 As cost inflation 

in China pushes manufacturing jobs 

Understanding the advantages and 

challenges of future cities can help us 

identify the next sources of growth.

With more people in the world living 

in cities than ever before, cities’ share 

of global growth is rising. According 

to McKinsey as of October 2018, the 

top 50 cities account for 8% of global 

population, 21% of world GDP, 37% of 

urban high-income households and are 

home to 45% of firms with more than 

US$ 1 billion in annual revenues.13

As cities grow large, they require 

significant infrastructure, including 

communication networks (e.g. 5G, 

fibre), transit and transportation (e.g. 

metro, bridges), social infrastructure 

(e.g. hospitals, schools) and housing. 

This was a key driver of commodity 

demand and fixed investments in the 

last 10-15 years as China and other 

developing economies industrialised 

rapidly and millions of people migrated 

to cities. This story is likely to continue 

as other emerging markets follow 

China’s lead (as discussed in the 

previous section).

Large cities that offer good 

infrastructure, greater convenience 

and attractive job opportunities 

typically attract global talent. This 

leads to higher population densities 

and younger consumers with higher 

1. United Nations World Population Prospects: The 2018 Revision.
2. United Nations World Population Prospects: The 2018 Revision.
3. OECD, 2018.
4. The Japan Institute for Labour Policy and Training, 2019.
5. OECD, 2018.
6. International Federation of Robotics, World Robotics Report 2018.
7. National Committee of Inquiry into Higher Education, UK government, 

Higher Education Statistics Agency, UK.
8. IMF World Economic Outlook Update, January 2019.

9. United Nations World Population Prospects: The 2018 Revision.
10. International Telecommunication Union, 2018.
11. Global Carbon Project, World Bank, 2019.
12. World Bank, March 2019.
13. McKinsey Global Institute: ‘Superstars’: The dynamics of firms, sectors,  

and cities leading the global economy, October 2018.
14. For further information on megatrends, please see BlackRock’s  

research article which can be found on their website;  
https://www.blackrock.com/sg/en/investment-ideas/themes/megatrends.

elsewhere, neighbouring southeast 

Asian economies are benefiting 

(e.g. Vietnam, Bangladesh). Another 

advantage for emerging markets is 

the ability to lead from advanced 

economies and adopt cheaper 

and better technologies to boost 

productivity (e.g. clean energy, 

communication). For instance, Mexico’s 

mobile penetration is at 90% while 

fixed-line penetration has plateaued  

at 16%.10

Climate change and 
resource scarcity
An expanding population and the rising 

demand for food, energy and materials 

continue to strain the finite resources 

of the planet. The need for solutions 

that improve energy efficiency, lower 

food waste and provide alternatives 

to scarce resources has never been 

greater. Underlying these trends is the 

persistent increase in global emissions 

which has led to intensifying debates 

around climate change and how we 

can resolve it.

In 2018, global emissions continued 

their march higher growing 2.7% 

YOY.11 In turn, the US National Climate 

Assessment report noted that sea 

levels are now rising twice as fast 

as 25 years ago, while re-insurance 

company Swiss Re estimated recently 

that natural catastrophes and extreme 

weather events caused US $146 billion 

in damages in 2018. The social and 

economic consequences of climate 

change are substantial. How can 

this be slowed? Investing in energy 

efficiency and renewable energy is an 

important step. The good news is that 

clean energy today is cheaper than it 

has ever been. The average price of 

a solar module has fallen 88% since 

2010, while the cost of wind turbines 

has declined by over 40%. In some 

countries, clean energy sources are 

comparable to natural gas and coal 

power in terms of unit costs and rely 

less on government subsidies each year.

Similar solutions are needed in 

agriculture as the need for nutrition 

rises with per capita GDP in large 

emerging markets (refer to Exhibit 

2). This greater demand will have to 

be satisfied with fewer resources too; 

worldwide, land area dedicated to 

agriculture has not increased in the 

last 20 years, while agriculture’s share 

of employment has dipped to about 

25% from 42% just 30 years ago.12  

To produce more with less, productivity 

improvements need to be relentless.

Rapid urbanisation 
Cities have always been hubs for 

talent, capital and innovation. In 

the last decade, hundreds of large 

cities have been built in emerging 

economies, attracting significant 

infrastructure investments. Large 

cities such as San Francisco, London, 

Paris and New York have also been the 

ideal launch pads for entrepreneurs 

given their large, dense populations. 

EXHIBIT 2: PER CAPITA FOOD DEMAND VS GDP (US$, LOG), 2013
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The need for solutions that improve 
energy efficiency, lower food waste 
and provide alternatives to scarce 
resources has never been greater.

“

”

disposable incomes: the perfect 

ingredients for innovation and 

entrepreneurship. 

The bottom line 
Megatrends are the long term shifts in 

society that transform the way we live, 

work and invest. They are capturing 

our growing interest and imagination 

and creating new opportunities for 

both new and existing companies, to 

grow and take advantage of existing 

and emerging megatrends. To identify 

the next major theme, it is essential 

for us to continue to study the 

evolution of these megatrends and as 

their evolution accelerates, so do the 

investment opportunities14. 
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E arlier this year we 

mentioned that work 

was underway on a suite 

of products that goes beyond 

our main portfolio and broader 

ethical investing approach. These 

products offer our investors 

‘responsible investment’ options, 

which carry a high social, 

community and environmental 

return.

As a result we recently launched 

the ASB KiwiSaver Scheme 

Positive Impact Fund, and the 

ASB Investment Funds Positive 

Impact Fund. Both utilise identical 

strategies based on impact 

investing principles, where 

investments are made with 

the expectation they generate 

positive, measurable social and 

environmental impacts, as well as 

a financial return. 

These funds offer customers an 

opportunity to invest according 

to their values, although fulfilling 

their values-based investment 

criteria may mean the financial 

returns are more modest.

In creating the funds, we decided 

in each case to go with a balanced 

asset allocation. This means there 

is a 40% allocation to income 

assets like bonds, and a 60% 

allocation to growth assets like 

shares in companies. 

We wanted the funds to be 

suitable for a large portion of 

our customer base. A balanced 

allocation means those who may 

have a more immediate need to 

draw on the funds don’t need to 

take on the level of risk that is 

present with higher growth asset 

allocations. But at the same time, 

our longer timeframe investors 

can still achieve a healthy 

allocation to growth assets in 

order to encourage capital growth.

40% of each fund’s value 

is allocated to international 

fixed interest assets, through 

investment in the Vanguard 

Ethically Conscious Global 

Aggregate Bond Index Fund. 

This portion of each fund won’t 

hold any securities issued by 

companies who operate in fossil 

fuels, alcohol, tobacco, gambling, 

controversial weapons, whale 

meat and adult entertainment.

The remaining 60% of each 

fund’s assets are invested in 

international equities through 

the Mercer Socially Responsible 

Hedged Overseas Shares 

Portfolio.

This portion of each fund is 

actively managed, which means 

the underlying managers who 

pick the companies to invest 

in are trying to outperform 

their benchmark. The assets 

are selected by the underlying 

managers based on three key 

criteria:

1. Impact Investments – 

approximately 35% of 

the equities held are 

investments in hand-picked 

companies who are actively 

trying to make a social or 

environmental difference to 

our world. 

2. ESG Scoring – The underlying 

managers of the fund all have 

processes in place to consider 

a company’s ESG score as 

part of their investment 

decision making procedures. 

ESG scores are a way to rank 

companies based on their 

performance in terms of 

Environmental, Social and 

Governance related practices. 

3. Exclusions – as with the 

income portion of the relevant 

portfolio, the fund will not hold 

assets issued by companies 

who operate in the industries 

mentioned previously.

Following this strategy the 

growth asset portion of each 

fund has returned 49% higher 

green revenues, and 42% lower 

carbon intensity than the MSCI 

World benchmark.

We expect our new Positive 

Impact Funds will evolve over 

time and this evolution will be 

influenced by developments in 

the impact investing field and 

feedback from our customers. 

It’s possible that in future we 

will make changes to the asset 

allocation of each fund, i.e. 

increase in the proportion of 

growth assets dedicated to 

Impact Investments.

Should you be interested in 

either of our new Positive Impact 

Funds, or if you would like to find 

out more about ASB’s approach 

to responsible investing, please 

ask your relationship manager 

for additional information. 

Alternatively, you can find 

more information on our 

website; search for “Positive 

Impact Fund” or “Responsible 

Investing”. 

Positive Impact Funds  
– Progress Report
John Smith, Head of Asset Management, ASB

5   I   SEPTEMBER 2019 SEPTEMBER 2019   I   6



Auckland has only managed 6.0%. 

The Port of Auckland was previously 

listed on the NZX (from 1993) but its 

shares were delisted in 2005 after the 

Auckland Council launched a takeover 

for the shares it did not previously own. 

Despite calls for this business to either 

merge with another port or to once 

again list on the NZX, there has been 

an apparent reluctance by the Auckland 

Council to change its course. In a 

financial sense, the Port of Auckland 

has materially underperformed its 

listed cousin in Tauranga.

The IPO process for Napier Port 

is an exciting one for investors in 

New Zealand. As a listed company, 

For over 150 years Napier Port has 

been the Hawkes Bay’s gateway for 

trade and during that time the region 

and the Port have grown. In fact, over 

the past 10 years, trade volumes have 

lifted on average by 6.5% per annum, 

whilst the Port’s revenue has improved 

at an annual rate of 8.1%. The asset 

is also critical on a national scale, 

being New Zealand’s fourth-largest in 

terms of handling 20-foot containers 

(~260,000 each year) and our sixth-

largest by bulk cargo volumes. This 

strategic positioning will be of great 

relevance to investors. Over time the 

value of such long-dated growth assets 

are often afforded premium value by 

the stock market.

In the medium-term, the earnings of 

this business will be important to the 

stock price and these remain highly 

sensitive to the volumes which are 

executed through the Port. Whether 

they be logs or pip fruit, there is always 

inherent cyclicality and volatility 

to these key drivers. A recent and 

unexpected collapse in log prices, due 

to changing economic prospects in 

China and European harvest levels, 

is evidence of this and throughput 

assumptions for next year have 

consequentially been tempered slightly. 

Despite these short-term challenges, 

the broader performance of logs in 

recent years out of Napier has been 

impressive. After a substantial planting 

of trees during the 1990’s, export log 

volumes since 2017 have grown by 35% 

per annum and over the next seven 

years exports are still forecast to lift by 

an additional 50%.

The other major influence on the 

cashflow profile of Napier Port is their 

capital expenditure programme. This 

is a critical focus for the management 

and board of this business and the 

execution of the proposed ‘6 Wharf’ 

(a 350m berth located in the northern 

...once out of state ownership, the assets would be better 
managed, have far more capital discipline and that a 
stronger platform for dividend growth and collateral 
benefit to all New Zealanders would be achieved.

“

”

The Mixed Ownership 
Model Has Been a Win-Win
Tama Willis, Portfolio Manager, Devon Funds Management

In May 2013 the New Zealand Government engaged in a strong push 
towards partially privatising a number of our major infrastructure 
businesses, by listing them on the New Zealand Stock Exchange (NZX). 
In this article we explore how well these transitions have gone and the 
degree of success that the various parties involved have enjoyed. 

F ocusing on utilities first, the 

Government sold down 49% 

of its ownership in three 

electricity companies to a range of 

investors including KiwiSaver funds, 

iwi, mum-and-dad investors and 

institutions. The programme began 

with the initial public offering (IPO) 

of Mercury New Zealand in 2013 

and was soon followed by the sell-

down of equity in Meridian Energy. 

Lastly, in April 2014, Genesis Energy 

began trading. It was a process that 

generated a substantial amount of 

debate, with those in opposition saying 

it was ideologically driven and also 

arguing on the grounds of a loss of 

control and that dividends would now 

be going into private hands. Those in 

favour of the programme countered 

that once out of state ownership, 

the assets would be better managed, 

have far more capital discipline and 

that a stronger platform for dividend 

growth and collateral benefit to all 

New Zealanders would be achieved. 

This has unequivocally proved to be 

the case.

The total amount realised by the 

Government through selling its share 

in these three state-owned enterprises 

was $4.2bn. The current value for 

their remaining shareholdings today 

sits at a massive $11.4bn. The residual 

51% stake that the Government has in 

Meridian Energy alone is worth $6.3bn 

(50% more than was received for the 

total sum received through the partial 

IPO process). In 2013, these same 

entities paid the Government $140m 

in dividends. This year, the dividends 

which are forecast to be received by 

the Government from their stakes in 

Mercury, Meridian and Genesis are 

$466m, a total increase of 232% in the 

approximate six years since listing. The 

economic benefit that has been accrued 

during this new regime of ownership and 

management has been definitive. The 

disciplines forced onto these businesses 

through regular and transparent 

reporting, proper and commercial 

executive and board frameworks and 

general accountability have been highly 

effective. We have seen value accretive 

growth strategies implemented and 

focused cost-management with capital 

discipline also improving materially. It is 

also important to note that while these 

businesses have achieved success,  

it hasn’t come at a cost to the consumer, 

with the rate of growth in electricity 

prices actually slowing since listing.

An added benefit of the Government 

asset sales programme for New 

Zealand capital markets was that it 

created a sector of critical mass with 

Mercury, Meridian and Genesis joining 

Contact Energy and TrustPower 

as listed utility businesses on the 

NZX. Partial Government ownership 

also reduced the potential for 

management teams to embark 

on large value destructive merger 

and acquisition strategies with the 

Government unlikely to give consent 

to any transaction that would dilute 

ownership or reduce dividend flow. 

This discipline also placed pressure 

on listed peers like Contact Energy to 

maintain a similarly focused strategy. 

There have been few new listings in 

the New Zealand market in the years 

since the asset sale programme. One 

welcome exception has been the 

decision by the owners of Napier Port, 

the Hawkes Bay Regional Council, to 

adopt this mixed ownership model 

and on August 20th the Port began 

trading on the NZX. The total size 

of this deal is reasonably small, with 

only 90 million offered to investors at 

$2.60 per share resulting in a market 

capitalisation of $520 million. This was 

at the top end of the $2.27 – $2.60 per 

share offer range which showed the 

strength of demand from investors. 

This highlighted that at a time when 

bank term deposit rates are hovering 

at close to 3%; retail investors are 

considering equity opportunities 

as an alternative for their savings. 

The ASB active Australasian equity 

portfolio, managed by Devon Funds 

Management, participated in the 

Napier Port IPO.
Devon Funds Management are the underlying fund managers for ASB’s actively managed Australasian Equity Income Portfolio. The information provided in 
this article is not intended to constitute advice to any person.

part of the existing container terminal) 

will be monitored carefully by all new 

shareholders. With an expected cost 

of between $173m and $190m, this 

programme will directly affect the 

economic outcomes for Napier Port 

and their ability to meet the forecast 

gross dividend yield of 4.0% in 2020, 

as described in their offer documents. 

The importance of delivery in this area 

is obvious but what is sometimes more 

contentious is whether the likelihood 

of success for this business, or any 

previously state-owned business 

in looking to execute on a strategy, 

improves after shifting to a public 

company regime. History suggests that 

it does.

While they are very different 

businesses, the Napier Port IPO 

will bring into focus the incredible 

performance of Port of Tauranga 

since its stock exchange listing in 

1992. Investors who put $1,000 into 

the company at IPO would have 

enjoyed a total return of $42,708. 

Post Port of Tauranga’s listing, the 

Bay of Plenty Regional Council has 

maintained a majority ownership 

stake in the Port (currently 54%) but 

by virtue of independence of their 

board and strong leadership from 

senior management, this business 

has become a leading example for 

listed companies on the NZX. Over 

the past 10 years, the revenue growth 

enjoyed by the Port of Tauranga 

has been 7.9% per annum whilst by 

comparison the Port of Auckland has 

only managed 4.5%. At the profit 

line, relative operational superiority 

is also evident with Tauranga growing 

at 8.0% (including associates) whilst 

shareholders will get access to the 

Hawkes Bay’s agriculture sector 

(which represents approximately 61% 

of New Zealand’s total planted area 

of pip fruit) and a large part of our 

forestry industry which continues to 

leverage off growing volumes. What 

will be fascinating though for Todd 

Dawson, CEO of Napier Port, is how 

he navigates life in the public markets. 

With history as a guide, Dawson 

can take confidence in the fact that 

New Zealand companies which have 

engaged in the mixed-ownership 

model have typically demonstrated 

greater capital discipline, better 

operational performance and improved 

dividend yields. Let’s hope that this 

track record remains intact and that 

many of the other businesses that sit 

within Government and council hands 

across New Zealand are watching this 

process closely.
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RECENT CONVERSATIONS WITH 

MICHELLE AND TREVOR, two of 

our Private Bankang Managers, have 

highlighted the importance they 

place on long-term relationships. As 

their customers’ requirements have 

evolved Michelle and Trevor have 

been a part of their journey, and it’s 

fair to say they feel enriched by the 

experience. 

They have also seen first-hand how 

a range of factors, from lifestyle 

decisions to devastating disasters, 

can drive significant changes - and 

how access to financial wisdom, 

caring support and the advice of a 

trusted friend are pivotal to positive 

outcomes.

An introduction to the  
Private Banking world

Michelle Guy 

Private Banking Manager  

– Christchurch

Trevor Waters 

Private Banking Manager  

– Whangarei

How did the two of you become 
involved in Private Banking?

M: My career background has 

always been in finance, and my first 

interaction with private banking was 

as a product expert in Wealth Creation 

when I joined the bank 10 years ago. 

I transitioned to my current role five 

years ago.

T: I joined the Private Banking team 

just over two years ago, having 

previously managed two Northland 

Branches. I’m the first Private Manager 

ASB has based in Northland and 

I’ve been lucky enough to start my 

portfolio of customers from zero. 

Business development is definitely 

a passion of mine and this role has 

enabled me to put those skills to good 

use, building the brand of ASB Private 

Banking in Northland.

I’ll ask you more about those 
customers later on. But first, can 
you both tell me what attracted 
you to the role of Private Banking 
Manager?

T: I enjoy dealing with people, and I 

was also attracted to the fact these are 

long-term relationships that we have 

with our customers – you could say 

we’re in these relationships for the rest 

of a customer’s life. During that time 

you see them realise goals – attain 

their dreams – it’s very rewarding. Plus, 

I get to do it all in Northland, which I 

love. Like many of my customers I’m 

into boating and fishing; there’s no 

better place.

I’m also a ‘people person’, so I’ve always 

gravitated towards a relationship-based 

role, and when the opportunity came up 

to join Private Banking, I knew this was 

for me.

I’ve been with ASB for around eight 

years now, but have over 20 years’ 

experience in the banking industry. 

Having worked for two banks in the 

UK before coming to NZ I wanted to 

try something different. I’ve had a 

multitude of jobs from farming to truck 

driving, and I’ve also operated my own 

business for a number of years. All 

this experience enables me to relate 

to my customers on quite a deep level 

and gain a really clear understanding 

of their direction and the life goals 

they’re working towards. One of 

my greatest pleasures is seeing my 

customers attain their goals – knowing 

they’ve succeeded.

M: I agree, it’s about people as much 

as it is to do with wealth creation 

and financial stability. Everyone 

has different goals in life, and their 

situations inevitably change as business 

or family circumstances evolve. I feel 

honoured to be a part of that; these are 

long-term relationships, and you feel 

personally invested in the outcomes. 

Michelle, as you’re based in 
Christchurch, I should imagine that 
you came across some traumatic 
situations after the earthquakes.

M: Absolutely, and the effects are felt 

for years afterwards. It was a tough 

time for many of my customers and I 

just had to help them get through it.

How?

M: For a start, you’re empathetic, 

because you’re going through the 

same sense of dislocation. Then you 

focus on your job, and getting the 

groundwork done.

I have a number of customers 

who were left widowed after the 

earthquakes. They needed support 

in the beginning, a sense of stability 

amongst all the challenges they 

were facing. Ticking off the financial 

checklist, allowing them to focus on 

what’s really important while you 

help them get their personal lives in 

order; that’s what’s important in the 

beginning. 

And then as they re-build confidence 

you move onto talking about longer 

term goals. A life insurance payout 

can’t just sit in the bank; it has to get 

working for them. So, we talk about 

what to do, how to provide for the life 

they still have to live. That’s not an 

easy conversation to start, but you 

have to do it. You have been invited 

into a position and you have to be 

courageous and encourage them to be 

courageous too – it’s about asking the 

questions and pursuing the options 

that will accelerate their life goals.

I should imagine that, although it’s 
a shared event, all of the individual 
circumstances are different?

M: Of course, but that’s always going 

to be the case – take retirement, for 

instance. Some people don’t want to 

let go of the process of ‘earning’. They 

appreciate cogent advice, but they 

still want to be involved. The team in 

Securities are ideal for this; providing 

guidance with direct share or bond 

investing; but still empowering the 

customer to make their own decisions – 

it’s very much their journey.

On the other hand, you could have a 

customer who is at the same life-stage, 

but they want to concentrate on family, 

philanthropic ventures or travel. In this 

case we work closely with our Wealth 

team who can provide expert advice 

and support with their investment 

decisions. Private banking fits that life-

plan too.

For example, I have a customer that 

spent 20 years building a successful 

nationwide business - the ASB 

Commercial team had partnered them 

throughout those years and helped 

them negotiate a successful sale. They 

had no desire to take full responsibility 

for the day to day management of the 

proceeds - their success in business 

had been as a result of understanding 

and utilising their skill set using trusted 

advisers and experts to help in the 

other areas. 

So once the sale transaction was 

complete they were introduced to me, 

and Private Banking. Together with 

an ASB Wealth Manager, we worked 

through what they wanted for the 

future. We put in place a financial plan 

which included provision for building 

a new home, upgrade of vehicles, 

education for the extended family, lots 

of travel over the next 10 years – as 

well as a regular income to support 

day to day living. There was also a 

legacy for the family and philanthropic 

goals. After 20 years of hard work, this 

family has mapped out a meaningful 

life that includes lots of time 

supporting their community and family 

and some well-earned leisure time. 

And you, Trevor, can you give us 
some insight into your customers?

T: Not having the large corporate 

organisations in Northland makes my 

customer base quite different to what 

you see in the metropolitan centres; 

my base is largely made up of medical 

specialists, lawyers, and a selection of 

professionals.

I also have many customers who are 

only here in NZ for part of the year 

as they may live or work overseas. 

The work we do for them, through 

Private Banking and all of ASB’s other 

professional services, makes a huge 

difference to customers who really 

need a comprehensive and efficiently 

delivered financial support structure.

The overseas customers – do they 
have any special requirements?

T: Yes, these customers have some 

great opportunities for us to use the 

expertise of our Global Markets team, 

moving money around the world in the 

most efficient and economical way. 

The bank has some great tools to help 

maximise these types of exchanges. 

That’s just one specialist area where 

we can help our customer. As each 

customer is so individual it’s important 

we understand their needs and wants, 

so we can bring in the right specialist 

to address every situation from 

investing to protecting. I try to place 

the full resources of the bank at my 

customer’s finger tips.

I also help integrate these customers 

into the local community, I do this by 

hosting events for my customers and 

introducing local professionals that may 

be able to assist them with anything 

from immigration requirements to 

accountants and lawyers.

It certainly seems to be a job with 
lots of variety. Michelle, have you 
seen changes in your customers 
over the ten years you’ve been with 
the bank?

M: Certainly. Globalisation, more 

socially and environmentally aware 

customers, and the advent of 

KiwiSaver – which is the real game-

changer in my opinion. These are all 

aspects that have a bearing on the 

way people judge financial decision-

making. There’s a lot of advice out 

there, online forums and the like, but 

the fundamentals haven’t changed. 

With so much advice from different 
quarters, what should people do?

M: To be honest, I’m a good place to 

start. I’m a sounding board with broad-

scale experience and a phone book 

that includes some of the smartest 

people in ASB. Anything from foreign 

currency and investments, to home 

loans and insurance – I know the 

people you should be talking to. And 

all the way through that process I’m 

alongside you, making sure that your 

financial life fits your real life.

If you’re interested in finding out 

whether Private Banking is right 

for you, get in touch with your 

Relationship Manager or call our 

Regional Private Banking Managers; 

Kate Ross on 021 909 036, or  

David Weir on 021 240 6678.
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Investing in  
your future
Aidan Vince, Head of Wealth Experience, ASB

In our April issue we published 

an article ’The million dollar 

question: How much is enough to 

retire?’, which has helped increase 

discussion around how to determine 

the right level of savings to satisfy 

the retirement lifestyle you want. 

Establishing more discussion about 

savings rates in New Zealand and 

highlighting the research we did is 

important to ensure more people  

get a better understanding of what 

they need to do differently to afford 

them the retirement they envisage 

and deserve.

In this edition of ASB Progress we 

look at some of the typical stages you 

will go through with respect to saving 

for, and spending in retirement. 

We provide further thought on the 

considerations needed as you work 

towards securing your financial 

futures, whether starting a savings 

journey, navigating your way through 

paying off a mortgage while trying 

to save as well or transitioning into 

retirement years.

The stark reality is, at current levels, 

the average Kiwi will outlive their 

savings by roughly nine years. So 

how does one close that gap? The 

following scenarios provide some 

simple tips, whether you’re thinking 

about closing the gap for yourself or 

want to pass on some help to your 

loved ones. 

Saving considerations at different life stages
Looking at the three key stages of saving for your retirement, we highlight 

some considerations we think people should think about at each point. We 

acknowledge that the considerations may not work for everyone, but they serve 

as a nice reminder to check in with your goal to ensure you’re still on track for the 

retirement you envisage.

friend. Therefore you understand 

the concept of retirement and the 

potential income constraints, but 

cannot directly place an importance on 

the amount you will need later on in 

life. Considering this, there should be 

some clear and basic guidelines such 

as, but not limited to:

• Pay yourself first - Aim to save at 

least 10% of your income. If you’re 

in paid employment and contributing 

into KiwiSaver, you’re effectively 

contributing around 6-7% when you 

take into account your contributions, 

your employers and the annual 

government contribution that you 

may be eligible for.

• Adjust savings after a pay rise 

- Increase your savings amount 

accordingly so your take home pay 

always remains the same.

Accumulation
AGE: 0-50

MAIN OBJECTIVE: MAXIMISE  

RETIREMENT SAVINGS/WEALTH

Transitional
AGE: 50-65

MAIN OBJECTIVE: PREPARING 

FOR RETIREMENT/MAXIMISING 

SURPLUS SAVING

• Complete a cash flow analysis 

– Understand all your cash flow 

movements, live within your means 

and get rid of ‘dumb’ debt such as 

high interest credit card or store 

card debt.

• Home ownership – Your goal should 

be to pay down debt as fast as 

possible but at the same time having 

an emergency fund so that you 

can continue to pay your mortgage 

if something unexpected occurs, 

such as you drop to a one income 

household.

Contributing the minimum amount to 

KiwiSaver to maximise the benefits 

such as any employer and government 

contributions is also a no-brainer 

– you’re effectively doubling your 

money. Beyond that, it depends on 

what the interest rate is on your 

mortgage and what you can expect 

S ave, save, save. Beginning 

with your very first job and 

continuing throughout your 

entire working life, the accumulation 

stage consists of all the saving you 

have done during that time and is the 

longest stage for most.

At this stage in your wealth journey 

you generally won’t be able to 

quantify what retirement will look like 

personally, but will know someone in a 

different stage of the journey, be that 

your parents, grandparents or a family 

The transition stage traditionally 

begins as you can ‘start to see’ 

the end of the bulk of your 

working career and the freedom of 

your retirement years. This can be at 

different times for different people, 

but generally this will occur around 

45 - 55. Hopefully at this stage you 

would have built up a good investment 

portfolio and your goals may start to 

shift to protecting some of the capital 

you have accumulated or putting a 

plan in place to liquidate some assets 

in order to generate cash flow. 

For many, this stage is the beginning of 

a major life event and generally has the 

most things to consider, such as:

• Your retirement savings target - 

Aim to have 10 times your pre-

retirement income at the time you 

decide to retire. This doesn’t have to 

be in liquid cash assets but in assets 

that can be generated into income 

for the next 20-25 years.

• Still have a mortgage – Put a plan 

in place to pay that down as fast 

as possible. Your goal should be 

to have paid off your house by 

the time you finish work. Do the 

minimum contribution to KiwiSaver 

to trigger the KiwiSaver benefits 

such as employer and government 

contributions.

If you don’t have a house, this is the 

time to increase your savings rate to at 

least 10% of your income, if not more 
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World Economic Forum Analysis, June 2019.

to earn by investing instead. Over the 

long run we expect the combination 

of your contribution, your employer 

and government contributions, and 

the return that your KiwiSaver fund 

should generate will be significantly 

more than the interest you save by 

putting that same dollar towards your 

mortgage. But you need to be in the 

right fund for your timeframe - staying 

in a cash fund for 40 years means 

your savings won’t grow much and 

the money you’ve contributed isn’t 

working as hard as it needs to for  

your future.

If you’re self-employed, these 

considerations still apply, but you 

should talk to your accountant about 

the best settings for your situation. The 

key message still remains the same, get 

into the routine of saving early as this 

creates a habit for a lifetime. 
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for the remaining years until you plan 

to retire. 

• Get advice – Make sure you have a 

plan to transition into retirement. 

This includes thinking about:

— Reviewing your budget – As 

you’ll be moving from wealth 

accumulation to income 

generation it’s important to 

understand your outgoings in 

retirement. Generally, expenses 

increase in your earlier retirement 

years as you look to travel more 

or buy big ticket items and 

gradually slow during the middle 

period until it increases again as 

more money is spent on medical 

expenses in your later years.

— Fund options – Your investment 

timeframe will most certainly be 

longer than 65, so you need to be 

in a fund that has the appropriate 

amount of growth assets for your 

timeframe. Being conservative is 

not necessarily the right strategy 

when looking at your timeframe 

(i.e. still invested past 65).

— Establishing a plan – For many, 

cash flow is not only generated 

from on-call investment vehicles, 

but also tied to decisions around:

• Where you will live in 

retirement and will you free 

up capital by downsizing your 

family home? 

• Will you work past 65? 

• Will you sell your business – 

what’s your divestment plan?

All of these considerations can be 

worked through with your ASB 

relationship manager or Wealth 

Manager. We recommend leveraging 

their expertise so you can transition 

into retirement, worry-free, where 

the only decision you need to make is 

choosing your next holiday location. 

Keeping the conversation going
Accelerating the financial futures of all New Zealanders is at the heart of our 

business and retirement is inevitably a part of all of our futures. Contributions 

to savings vehicles such as KiwiSaver will make up a large proportion of future 

retirees retirement accounts, so it’s important that the public, policy makers and 

financial service providers like us, continue the conversation around savings 

rates and approaches to ensure people are saving at the level needed to enjoy 

the retirement they want.

O nce you retire, your focus 

shifts from accumulating 

wealth to generating cash 

flow. At this stage you will traditionally 

have stopped working and will be 

relying on your investments to 

provide an income for the next 20-25 

years. Depending on how successful 

your accumulation and transition 

stages were, you will have different 

goals and different options for your 

decumulation stage. 

Within the decumulation stage there 

can be many different stages you will 

go through. But for this article, we’ll 

use ‘early’ and ‘late’. At the start of 

your retirement you may be travelling 

lots, seeing family and friends or 

taking up hobbies, this can be a larger 

drain on your finances. The same can 

be said for the later retirement years, 

where more savings are used on 

things such as medical care, whereas 

studies show, expenditure during the 

middle years tends to slow down in 

comparison as you focus more on the 

simple things in life. Sometimes your 

body is also telling you to slow down a 

little. Ideally in this stage, health-care 

costs have been planned because 

sometimes health issues prompt 

unexpected spending.

For many, this stage will be one of the 

biggest life events they go through as 

they end their working career. You will 

look for guidance and advice to help 

during this stage. Things that you will 

need to think about include:

• Setting your paycheck - Spend up 

to 5% of your initial retirement 

savings value each year to last 25 

years.

• Get advice - Review your investment 

set-up. Ensure you have the right 

balance of income and growth assets 

for your investment timeframe and 

goal. You’re also probably earning 

less now and therefore need to 

review you’re on the correct tax 

rate. Early in the decumulation 

stage is also when you should start 

thinking about implementing your 

plan you had established during your 

transitional stage.

• Review your budget – Traditionally, 

your income and expenditure profile 

will have changed once you reach 

this stage - potentially radically. 

You may have stopped working and 

therefore lost a stream of income, 

paid off your mortgage, started 

to free up capital by selling your 

business, or moved to a smaller 

property.

Decumulation
AGE: 65+

MAIN OBJECTIVE: DRAWING  

DOWN ON SAVINGS IN ORDER  

TO PROVIDE AN INCOME.

Some advice  
about getting advice 
Chris Tennent-Brown, Senior Wealth Economist, ASB

The picture of me in a suit on TV 

isn’t something I planned on doing 

when I started out. But anyway, being 

regarded as an expert, and having 

a voice about some of the issues 

that impact our world is one of the 

highlights of the job. Getting a chance 

to help people understand what’s 

going on in the financial world, so they 

can navigate towards their goals, is 

what I like to do. 

I’m not that keen on suits though. My 

partner calls me “The BBQ Economist”, 

because she says I am happiest when 

I am discussing the issues of the world 

with whoever wants to listen, shorts 

and a T-shirt on, a beer in one hand, 

and my trusty BBQ tongs in the other.

embarking on what will possibly be the 

most ridiculous thing I have ever done. 

I’m building an airplane in my garage. 

It won’t be cheap, and it won’t be easy. 

When people ask me what I’m investing 

in, perhaps with the hope of finding 

a good investment idea, I laugh. I’m 

making a small fortune in aviation, out 

of a larger fortune. None of this idea 

makes any sense, even to me.

But here’s the thing: life’s short, and 

if we have things we want to achieve, 

I think it’s important to have a plan 

and get on with it. My goal is to make 

and fly my own plane. Oh, and not 

blow every last cent on it, so I can 

retire and hold court at the BBQ in a 

few years’ time. Working out how to 

do that ‘retirement financial planning’ 

part is hard (even if you’re not doing 

something as irresponsible as making 

a plane in your garage). It’s hard for 

everyone because there are so many 

variables to consider in all of our plans 

for our lives 

I’ve learnt over the years that getting 

good advice about achieving financial 

goals doesn’t mean talking to market 

experts like me. We’re only a small part 

of the puzzle, maybe some numbers in 

the equations. Someone who can offer 

good financial advice is a different 

beast altogether. 

Providing financial advice is a full-on, 

highly specialised job that’s about 

understanding people’s lives. It’s all 

about understanding what you’ve got 

and how you’ve got it, what you need, 

and what you want to achieve. A good 

financial advisor can make a massive 

difference to you and your family. At 

ASB we call them Wealth Managers. 

Just like I’ve devoted most of my 

career to understanding financial 

markets, our Wealth Managers have 

spent a similar amount of time and 

effort making a career devoted to 

understanding and helping people to 

achieve their goals. They’re good. If 

that sort of dedication and expertise 

sounds useful in your life, then get in 

touch with us at ASB.

I watched with fascination as the 

economic events of the 1980s and early 

90s impacted me, and all the people 

around me. Sky high mortgage rates, 

inflation, deregulation, the boom and 

bust of the sharemarket, a couple of 

decent economic slumps, I could go on. 

My partner is Japanese, so I’ve learnt a 

lot about what went on there too, and 

seen first-hand what happens when an 

economy goes sideways for 30 years.

For the last 15 years, I’ve been much 

more than a keen observer. The punch-

line of all my work as a Senior Economist 

at ASB is “what’s going to happen next 

in the markets, and how will it impact 

our customers?” I’m always thinking 

what will interest rates, exchange rates, 

shares, and bonds do next? 

Right now, interest rates are in uncharted 

territory from my perspective, because 

they have fallen to the lowest level 

since the mid-60s. Mortgages were 

close to 20% when I started work, and 

they’re under 4% today. One forecast I 

can guarantee is that interest rates can 

no longer fall like they have done over 

my career so far. My time in Japan has 

taught me that rates can go negative 

though, for savings at least. 

I’ve been into financial markets for a while now – at least 25 years depending on 

when I start counting. I started work in the 1980s, but didn’t get my teeth into a 

decent job ‘in the market’ until the late 90s, when I got a job at the once-mighty 

Bankers Trust. Before then, I did all sorts of things, including a decade fixing and racing 

bikes, and another time riding horses for a living.

This other picture is all about what I 

do in my spare time before I fire up the 

BBQ and launch into my latest spiel. I 

like machines – in this case an airplane. I 

was a bike mechanic when I left school, 

and I’ve raced and restored quite a 

bit over the years. I have a thousand 

cool tools, and with them I’ve also 

fixed cars, and renovated my house. 

Recently I learned how to fly. Now I’m 
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The background
Global economic and political uncertainty 

creates volatility, not only in asset prices 

but also currency prices, or exchange 

rates. Fluctuations in exchange rates can 

have a significant impact on the value of 

investments. 

Therefore, the value of an overseas 

investment (e.g. international equities, 

global bonds and global property) can vary 

due to both changes in asset prices and 

changes in the value of the NZD. 

For example, an investor who buys shares 

in Amazon will notice that the value of 

their investment is determined by both 

the price of Amazon shares and the NZD-

USD exchange rate. This is because the 

Amazon shares are listed in the United 

States and are denominated in US dollars 

and an NZ investor must convert the US 

dollar value of the shares into NZ dollar 

terms. Therefore, even if the US dollar price 

of Amazon shares does not change, the 

fluctuating NZD-USD exchange rate creates 

additional price volatility for an NZ investor. 

Our approach
The way we protect funds against the 

effects of exchange rate fluctuation is by 

‘currency hedging’. 

Currency hedging arrangements partially 

or fully remove uncertainty related 

to exchange rate fluctuations. A fully 

hedged arrangement effectively locks 

in an exchange rate at a future date. 

For businesses, this means they have a 

greater certainty over future revenue and 

expenses, and for investors it typically 

means lower volatility of returns.

From an investor’s perspective, the decision 

to hedge, and to what degree, depends 

on risk tolerance, the type of investment, 

and most importantly what they’re trying 

to achieve with their investment (i.e. their 

investment objective). 

Where capital preservation or income 

generation is the objective of the 

investment, hedging may be the best 

option. For example, global government 

bonds and global corporate bonds are 

usually fully hedged as they’re typically 

Currency hedging
Peter Freeman, Senior Manager  
Investment Strategy, ASB

Currency hedging is an important principle for customers who 
have international investments. In this article we look at how 
we mitigate the effects of exchange rate fluctuations for our 
customers, thereby reducing uncertainty about profitability and 
their investment returns. 

included in a diversified portfolio for their 

low risk (defensive) and income generating 

characteristics. If the foreign currency exposure 

is not hedged for these types of assets, currency 

volatility can turn a relatively low risk asset class 

into a high risk asset and defeat the purpose of 

the investment in the first place. 

For investments that are targeting higher 

returns such as international equities, volatility 

tends to be significantly higher, and some 

currency exposure can be beneficial. When the 

NZD depreciates, it effectively increases the 

return for an unhedged NZ investor, while the 

opposite is true if the NZD appreciates. ASB’s 

currency hedging model aims to harvest the 

gains of a depreciating NZD while carefully 

managing overall currency volatility. Therefore 

our reference portfolio position is to be 100% 

hedged but we can opportunistically reduce 

the hedging level to capture additional return 

opportunities in our funds when the NZD is 

overvalued (i.e. likely to fall).

Another reason to hedge is the forward premium 

that an NZ investor has traditionally received 

from hedging. A forward premium is based on 

the interest rate differential between NZ and the 

foreign jurisdiction, and occurs when the future 

expected price (the forward price) for a currency 

is higher than the current (spot) price. i.e. the 

current domestic exchange rate is expected to 

increase against the other currency. 

Since New Zealand’s interest rates are normally 

higher than most developed countries, the hedge 

premium available to an NZ investor is usually 

positive and is an additional source of return, 

regardless of any gain or loss due to fluctuations 

in the exchange rate. 

However, this situation has been changing 

recently. As the world’s economies have become 

less synchronised in the last 18 months, central 

banks have been shifting monetary policy in 

different directions. While New Zealand’s interest 

rates remain higher than most regions including 

Europe, UK and Japan, they are now the same 

as Australia and significantly lower than US 

rates. So while NZ investors continue to receive 

a positive forward premium from hedging Euro, 

British Pound and Japanese Yen, there is now a 

negative premium when fully hedging US dollars.

As a result the overall forward premium for NZ 

investors is now only modestly positive or for 

some portfolios may be negative (i.e. there may 

now be a cost to hedge). 

A negative premium makes the decision to hedge 

a bit harder as the investor now must weigh up 

the cost (i.e. lower expected return) against the 

comfort and certainty of lower volatility.

ASB’s approach to investing addresses these 

issues by incorporating the risk and return (or 

cost) trade-off as part of the asset allocation 

process and currency hedging models.

If you have any questions about currency 

hedging, or ASB’s approach to mitigating risk 

associated with exchange rate fluctuations, 

please call your Relationship Manager. 

Since New Zealand’s interest rates are normally higher than most 
developed countries, the hedge premium available to a NZ investor 
is usually positive and is an additional source of return, regardless 
of any gain or loss due to fluctuations in the exchange rate. 

“

”
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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 terms and conditions apply.


