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Sharemarkets march on, despite the news headlines 
 The Fed hikes and the RBNZ remained on hold in September, with no surprises from either meeting. 

 The gap between US and NZ interest rates continued to widen in September, weighing on the NZD. 

 Sharemarkets continue to perform well both here and abroad, despite the global trade threats and other news. 

The United Nations General Assembly was the major political event during the month. US President Trump used his 

speaking opportunity to promote his “America First” agenda, denouncing globalisation and embracing nationalism. 

Trump claimed that in "less than two years, my administration has accomplished more than almost any administration 

in the history of our country."  

 

Date 30-Sep-18 Month % Quarter % Year % 5-Year %

Cash NZ Officia l  Cash Rate 1.75 0.00 0.00 0.00 -0.75

NZ 90-day bank bi l l 1.91 0.00 -0.09 -0.05 -0.77

Fixed NZ 5-year gov't s tock 1.98 0.08 -0.17 -0.56 -2.17

Interest NZ 10-year gov't 2.62 0.08 -0.24 -0.35 -1.95

AUS 10-year gov't 2.67 0.15 0.02 -0.17 -1.23

US 10-year gov't 3.05 0.19 0.19 0.73 0.45

Austra las ian NZ - NZX50 Capita l  (NZ$) 4173 -0.5% 3.4% 13.9% 60.8%

      - NZX50 Gross  (NZ$) 9499 1.9% 6.2% 20.1% 100.5%

Equities AUS - Al l  Ords  (A$) 6326 -1.6% 0.6% 10.1% 21.2%

International JAP - Nikkei  (¥) 24120 5.5% 8.1% 18.5% 66.9%

Equities UK - FT100 (£) 7510 1.0% -1.7% 1.9% 16.2%

US - S&P500 (US$) 2914 0.4% 7.2% 15.7% 73.3%

WORLD - MSCI (US$) 2184 0.4% 4.5% 9.2% 41.5%

MSCI in NZD (NZ$) 3308 1.0% 7.3% 19.3% 77.4%

Exchange NZD/USD 0.66 -0.6% -2.6% -8.5% -20.3%

Rates NZD/AUD 0.92 -0.1% -0.2% -0.4% 2.9%

NZD/JPY 74.94 1.6% -0.1% -7.8% -7.7%

NZD/GBP 0.50 -1.1% -2.3% -6.1% -1.5%

NZD/EUR 0.57 -0.4% -2.5% -7.4% -7.5%

NZ TWI 71.75 -0.2% -0.9% -5.7% -8.0%

Equity indices  are the respective end-of-month closes . Interest rates  and exchanges  rates  are at 5pm NZ.

https://www.asb.co.nz/documents/kiwisaver/returns-to-investors.html
https://www.asb.co.nz/documents/investment-advice/asb-investment-funds/fund-returns.html
https://www.asb.co.nz/asb-securities
mailto:chris.tennent-brown@asb.co.nz
mailto:nick.tuffley@asb.co.nz
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Meanwhile, the trade tensions continue to be a major theme for markets. The US imposed more tariffs on Chinese 

exports during September. China has retaliated in kind, and abandoned negotiations until likely after the November 

US elections.  Another sign of China resisting Trump’s aggressive tactics are reports of Chinese military officials 

cancelling high-level security talks with the US Secretary of Defence, and a requested visit from a US warship to Hong 

Kong being declined.  

On a more positive note, President Trump and South Korean President Moon Jae-in signed an updated US-South 

Korean trade agreement at a side meeting to the UN proceedings.  A second meeting with the North Korean leader 

also appears to be on the cards. And, on the last day of the month, Canada and the US agreed to a new North 

American trade agreement, with the revised accord called the US-Mexico-Canada Agreement. Details remain sketchy 

at the time of writing, and lawmakers from all three countries still have to approve the pact. 

At the 26 September meeting, the US Federal Reserve lifted the Federal Funds Rate by 25bps to 2%-2.25%. That’s the 

eighth hike since 2015, and takes the policy rate to the highest level since October 2008.  The Fed is widely expected 

to lift the Federal Funds Rate again in December, and deliver further increases over 2019. 

After last month’s Australian political upheavals, this month’s news about the health of the federal government’s 

books was relatively positive. The Final Budget Outcome was released in late September showed that the Australian 

Federal deficit was down to 0.6% of GDP, the smallest Australian government deficit in a decade. The narrowing fiscal 

deficit should provide improved confidence about the state of Australia’s economy.  Standard & Poor’s upgraded its 

outlook for Australia’s AAA sovereign rating from ‘negative’ to ‘neutral’. By comparison, New Zealand’s sovereign 

rating by S&P is one notch below, at AA with a neutral outlook. 

Economic challenges continued in Argentina. This year the country has faced recession, a severe drought, high 

inflation and a rapidly weakening currency.  In September the peso dipped further following the surprise resignation 

of Argentina’s central bank President who had only been in the role for three months. Argentina finalised $US57bn of 

financing from the International Monetary Fund late in the month, and started a new monetary policy system in 

October.  Argentina has incredibly high interest rates, with some rates over 60%.  Brazil’s economy continues to 

splutter, with weak GDP data showing the economy expanded 0.2% in Q2, following 0.1% growth in Q1. The nation is 

going to the polls on 7 October for presidential and legislative elections.  

Oil prices hit a four-year high during the month, with Brent crude breaking above $80 US per barrel, and petrol prices 

at the pump here in NZ lifting above $2.40 per litre for the first time in parts of the country.  The world’s biggest oil 

producers appear to be rejecting US President Trump’s calls for increased production to bring oil prices back down.  

Despite high US production (around 15% of global output), the US still consumes around 20% of global oil production. 

One of the reasons global oil prices are rising is the sanctions that the Trump administration is imposing on Iran.  The 

administration has told nations to cut Iranian oil imports by 4 November, and Iranian exports are already falling.  Iran 

produces around 5% of global supply, and has also threatened to interrupt oil shipments through the Strait of Hormuz. 

Around 20% of the world's traded oil must pass through this narrow stretch of water to reach buyers.  

A local data highlight was the stronger-than-expected Q2 GDP data. The economy expanded 1% over the second 

quarter, which was stronger than what the market or RBNZ had forecast.  At its September review the RBNZ kept the 

OCR on hold at 1.75% as expected.  Despite strong Q2 GDP, the RBNZ remained cautious about the domestic growth 

outlook and it also noted risks from US-China trade tensions.  ASB views the risk to the OCR outlook as being skewed 

to the downside and does not expect any OCR hikes until 2020.  Lower wholesale interest rates helped push some 

fixed mortgage rates and term deposit rates lower during the month. In contrast, local bond yields pressed slightly 

higher, trailing lifts in the US and Australia.  

Meanwhile, the downward pressure on the NZD continued during September, and the NZD declined against all the 

major currencies apart from JPY over the month.   
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Income Assets 

Cash  

The RBNZ continues to watch and wait on the interest rate 

sidelines, keeping the Official Cash Rate (OCR) at its record-low 

setting of 1.75% at the late-September meeting.  The Bank also 

retained the OCR outlook and neutral bias the same as from the 

August statement – the next movement could be up or down.  The 

RBNZ remains cautious about the domestic growth outlook over 

the rest of the year and also noted risks from US-China trade 

tensions.   

ASB continue to expect the OCR will remain on hold at 1.75%, and 

eventually lift in early 2020. However, the risks through to mid‑

2019 are tilted to an OCR cut primarily if economic growth and in 

turn the outlook for inflation do not live up to RBNZ expectations.   

During September term deposit rates eased, with rates for amounts over $10K now ranging from 2.7% for a 90-day 

term, up to 3.8% for a 5-year term.  With OCR hikes a way off, ASB Economics expect most short-term returns on term 

deposits will likely stay near current levels over the year ahead. Further dips cannot be ruled out, particularly if the 

RBNZ decides to cut the OCR.  

The latest ASB term deposit rates can be found here.   

NZ Fixed Interest  

Local government bond yields lifted modestly over September, but 

remain near the bottom of the past year’s ranges. The lift in local 

yields was less than observed in the US and Australia. For example 

our 10-year government bond yield closed the month yielding 

2.62%, around 8 basis points above the opening level. In contrast, 

the Australian 10-year yield lifted 15 basis points to yield 2.67% 

and the US equivalent yield lifted 19 basis points to 3.05% by 

September-end.  

 Local corporate bond yields also rose modestly during the month, 

but credit spreads remain very tight, and most local long-term 

investment grade bonds remain trading with yields significantly 

below 4%.  

International Fixed Interest  

Global bond yields rose over the month, but failed to press above the highs recorded earlier in the year.  At the 26 

September meeting, the US Federal Reserve lifted the Federal Funds Rate by 25bps to 2%-2.25%. That’s the eighth 

hike since 2015, and takes the policy rate to its highest level since October 2008. The assessment of the outlook was 

little changed from the previous meeting, with the Fed observing that the US labour market continued to strengthen 

and economic activity rising at a “strong rate”. The most substantive change within the Fed’s statement was that the 

Committee dropped its long-standing description of monetary policy as “accommodative”, likely as an 

acknowledgment interest rates have moved closer to the neutral level.  The Fed is widely expected to lift rates again 

in December, and market participants expect more hikes in 2019. The committee’s “dot plots”, released along with 
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the policy decision, show the projections of the 16 members of the Federal Open Market Committee. The plots point 

to a rate hike in December, another three for 2019 and one 2020 hike. US 10-year Government bond yields lifted 19 

basis points to yield 3.05% by month end. The 10-year yield touched 3.111% during the month, which was just shy of 

the 3.126% high reached back in May.  

The Bank of England held its Bank Rate at 0.75% in September, as expected.  After the August hike, Governor Carney 

indicated a very gradual path for interest rate increases of around one 0.25% increase per year. UK gilt yields did lift 

over the month though, with the 10-year yield back above 1.5% again for the first time since May.  The European 

Central Bank also maintained policy settings in September, but will reduce the monthly pace of the net asset 

purchases from €30 to €15 billion until the end of December 2018. The ECB anticipates that net purchases will then 

end, with the first rate hike in the middle of 2019. This is “subject to incoming data confirming the medium-term 

inflation outlook”. 

During the month the German 10-year bund yield rose above 0.5% for the first time since May, but failed to press 

beyond this level.  Japanese yields also lifted, but remain incredibly low. The 10 year Japanese bond yield lifted from a 

low of 0.1% in early September to just shy of 0.14% by month end.  Despite the upward pressure at the “long end” of 

key global fixed interest markets, yields remain negative for shorter-dated tenors for the traditional safe haven 

markets of  Germany, Switzerland and Japan.  

Growth Assets   
Australasian Equities  

It has been another positive month for the local sharemarket, 

with the NZX50 Gross Index lifting 1.9% over the month, to be up 

6.2% over the quarter. In contrast, the Australian All Ords share 

index dipped 1.6% over the month, leaving the market virtually 

flat over the third quarter.   

On the local market, well-known names that had a good month 

include Comvita (+13%), Chorus (+8%), EBOS group (+8%) and 

Mainfreight (+7%). In contrast, Synlait Milk and a2 Milk were 

down 15% and 11% respectively.  Across the Tasman, the 

ongoing Royal Commission inquiry into misconduct in the 

banking, superannuation and financial services industry remains 

a major theme. CBA shares eked out a 0.24% gain, but the other 

three major banks’ share prices were in the red for the month, along with other financial stocks. In contrast, resource 

stocks performed well during the month.   

International Equities  

The MSCI index of global shares was up 0.4% in USD terms for the month of September, taking the global share index 

4.5% higher over the third quarter.  Over recent months a key feature has been the divergence of returns between 

regions and sectors. The S&P 500 index of US shares rose 0.4% over the month, and set an all-time high on 21 

September. The index is within 0.5% of that high at the time of writing, and rose 7.2% over the third quarter.  Across 

the Atlantic, market performance has been weaker. After a negative month in August, UK and European shares were 

mixed in September. The UK FTSE 100 index lifted 1% over the month, but the earlier weakness means the index is 

down 1.7% over Q3. The EURO STOXX 50 index of blue-chip European shares weakened early in the month, but 

recovered later on, to end September up nearly 1%. Over the full quarter the index was up by less than 1%.  Japan’s 

sharemarket performed well, with the Nikkei index up 5.5% over the month and 8.1% over the quarter.  
ASB Securities has more information on sharemarkets and trading here.   
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Exchange Rates:   

During September the NZD eased as low as 0.6501 against the USD, 

which is the lowest the exchange rate has been since early 2016.  

However, the NZD lifted from the lows to end the month a cent 

higher, trading around 0.6600. The NZD lost ground against the euro 

and pound over the month, to be more than 2% lower against both 

of these crosses over Q3.  

NZD/AUD traded largely between 0.9100 and 0.9200, ending the 

month near the middle of September’s range.  

The NZD clawed back some of the ground lost in earlier months 

against the JPY. However, at month end the pair was trading near 

75.00, down circa 8% on year-ago levels.  
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Disclaimer 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or 
needs. Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard 
to your objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   
We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based 
on the information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as 
to accuracy, reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this 
document are subject to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed 
elsewhere by ASB Bank Limited. We are under no obligation to, and do not, update or keep current the information contained in this document. 
Neither ASB nor any person involved in the preparation of this document accepts any liability for any loss or damage arising out of the use of all or 
any part of this document.  Any valuations, projections and forecasts contained in this document are based on a number of assumptions and 
estimates and are subject to contingencies and uncertainties. Different assumptions and estimates could result in materially different results. ASB 
does not represent or warrant that any of these valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.   
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