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This year uncertainty has pervaded the thinking of investors and business people 
alike, in particular causing a notable slowdown in business investment. While there 
have been various issues creating this uncertainty, the big one is the US-China trade 
dispute. This can be clearly seen in the equity markets ups and downs which have 
occurred since April when equity markets ended their rapid recovery from their late 
2018 tumble. The swings across most of the world’s equity markets have been very 
much correlated with the swings in mood towards whether or not there is likely to be a 
positive resolution to the US-China trade dispute. Recently the outlook for a resolution 
has turned positive, and for good reason as we believe the impetus for a resolution has 
increased. Fortunately, employment has remained robust over this period. This has 
supported consumer confidence, and probably prevented an economic collapse.   

Amongst the turmoil central banks globally have played their part, acting as the 
cavalry, coming to the rescue of financial markets and the economy. Although they 
are increasingly looking battle weary. Their ability to act reflects inflation remaining 
‘missing in action’ and soft economic growth. Nowhere has seen more decisive action 
than New Zealand, where the Reserve Bank of New Zealand slashed the Official Cash 
Rate (OCR) by 0.5%, to an all-time low of 1.0%. As a result, consideration is now being 
given to what the policy response should be if the OCR reaches 0% and what part 
government spending should play.  

Investment returns in the next few years are likely to be more subdued than those 
enjoyed in recent years. For debt securities this is clear for all to see with most debt 
securities returning between1.5% and 2.5% per annum. The investment returns from 
equities are also likely to be subdued, but should exceed debt security returns. 
Despite expected investment returns being lower, we are conscious that the risk 
associated with debt securities (low risk) and equities (high risk) has not changed. 
However, we take comfort from recessionary indicators not yet flashing red, although 
acknowledge that probability of recession is no longer zero.    

This quarter we profile Nelson’s Suter Art Gallery which has had a long-term 
relationship with Jarden’s Francis Gargiulo. We appreciate the gallery’s contribution to 
this edition of the Jarden Investment Outlook by allowing us to place a copy of Cedric 
Savage’s Aftermath from their collection on this edition’s cover.  

We encourage readers to visit the new “News and Insights” section of our website 
(www.jarden.co.nz/news-and-insights/) for our latest thinking on topical issues, which 
currently includes a series of articles on climate change and 5G in New Zealand. 

Finally, we welcome four new advisers to the Jarden Wealth Management team, Sean 
Poulton and William Savage in Auckland, Andrew Atkinson in Havelock North, and 
Johnathan Bayley in our new Cambridge office. 

 

John Norling,  
Director, Head of Wealth Research 

 

Cover page image: Cedric Savage, Aftermath, circa1952 oil on canvas. Courtesy of The Suter Art Gallery Te Aratoi o 
Whakatū from their collection, presented in 1953 by the legatees of the estate of F.G. Gibbs as a memorial to him. 
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   The Veil of Uncertainty 
Key Takeaways 

 Financial markets 
have been labouring 
under a veil of 
uncertainty 

 Central banks have 
swung into action 
with support 

 While the US-China 
trade dispute is the 
main event, other 
concerns include 
Chinese economic 
growth, Iran and 
increasingly the 
2020 US 
presidential election 

 While no recession 
is expected over the 
next year, the 
probability of 
recession has risen 

 

 
 

 

 

Inflation Has Failed 
to Materialise 

Source: Jarden 

 

 

 

 

 
 

Trade is the biggest 
influence on confidence 

 

 

 

 

 

Lots of promises but 
little detail 

 

Taking Stock 

High levels of global uncertainty, largely emanating from the US/China trade dispute, has 
had a notable impact on economic activity globally, particularly manufacturing. This 
reflects the need for companies to readjust supply chains and the increased level of 
caution when committing to new investments. Fortunately, the non-manufacturing 
(services) part of the economy has remained relatively robust as has consumer 
confidence. A key concern is whether material weakness in the manufacturing sector 
drags down the services sector with it.  

Softer economic growth has seen a growing level of risk aversion being exhibited by 
investors. This has been further fuelled by other uncertainties, including: Brexit, Hong 
Kong protests, growing tensions in the Middle East relating to Iran, US trade with Europe, 
US politics as the US presidential election approaches in November 2020, weak Chinese 
economic growth and food supply issues in China. 

On the back of lower growth and the continuing absence of inflation, central banks have 
eased monetary policy which appears to have calmed investor nerves thereby arresting 
the decline in financial markets.  This is illustrated by the plateauing of the gold price, US 
long term interest rates and US dollar. Is this a turning point or merely a temporary 
reprieve? Historically the cycle has been one of economic growth leading to capacity 
constraints as employment rises, resulting in inflation, which causes central banks to 
raise interest rates, which causes the economy to contract and the cycle repeats.  

                  

This time round we have got to capacity constraints, but no further. With limited signs of 
inflation central banks have been comfortable easing monetary policy further. 

Trade is the biggest influence on confidence. A credible trade deal between China and 
the US is likely to be very positive, while the imposition of further tariffs or other trade or 
investment barriers would be negative.  Next comes Chinese economic growth. The 
biggest wild card is Iran, as highlighted by the recent attack on Saudi Arabia. Finally, as 
we go into 2020 the US presidential will loom increasingly larger. Examining each in turn. 

US/China Trade Dispute 

Eighteen months in, this dispute has been a roller coaster ride. Currently there is room for 
optimism, although we have learned from past experience that any optimism is easily 
shattered. The most recent trade talks resulted in a communique with lots of promises, 
but little detail. The US has postponed October’s 5% tariff on US$250 billion of Chinese 
goods, but has left existing tariffs unchanged and December’s new15% tariff on US$160 
billion of Chinese goods remains. Trump and Xi next meet at the APEC meeting on 16-17 
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Trump needs to boost 
his current marginal 
approval rating 

 

 

 

 

 

 

 

 

 

 

China Requires 
6.1%pa Economic 
Growth to Meet its 
Income Target  

 Source: Bloomberg 

 

 

 

 
 

Strait of Hormuz  

 
Source: Wikipedia 

 

 

 

 

 

November. If a deal is done we would expect that it will be one of a series of deals, rather 
than a single deal covering all issues. In assessing any deal, the durability and 
enforceability will be closely examined. From the US side there is impetus to get a deal 
done with the 2020 US presidential election looming. If Trump is to stand a chance of 
being re-elected then he needs to boost his current marginal approval rating. He also 
needs to ensure that the US economy avoids a recession given incumbent presidents 
have never been re-elected during a recession. We expect reducing trade uncertainty 
would boost confidence and improve the economic outlook. Impetus for the Chinese to 
reach a deal comes from a need to boost weaker than desired economic growth and 
tend to sky rocketing food prices (+11.2% due to swine flu’s impact on pork supply). The 
Trump administration’s limited comment on the Hong Kong pro-democracy protesters 
demands is a sign that they don’t want to rock the boat as trade negotiations continue.  

Chinese Economic Growth 

China recently reported its lowest economic growth (6%) in nearly 30 years as the US 
trade dispute bites. To date, China has been reluctant to aggressively implement 
stimulatory policies. Instead appearing content with doing enough to stabilise economic 
growth. While Xi Jinping has secured his power base, he remains in power based on the 
support of the people. Economic growth is important if China is to achieve its goal of 
doubling average incomes as measured by gross domestic product (GDP) per capita 
between 2010 and 2020. This requires growth of around 6.1% in 2019-2020. 

Other challenges for Xi’s administration include escalating food prices and pro-
democracy protests in Hong Kong.  

The Wild Card - Iran 

Despite Iran’s denial, it is widely accepted that the recent attack on Saudi oil facilities 
came from Iran. The pressure of US oil sanctions on Iran is biting. The economy 
contracted 3.8% in 2018 and a further 9.5% contraction is expected in 2019. 
Unemployment has risen to 17%. Despite this Iran is showing no signs of backing down 
as evidenced by its acceleration of low-enriched uranium production. This time Saudi 
Arabia was able to restore its production very quickly. However, with Iran cornered they 
may try again and the damage might be more extreme. The Strait of Hormuz (which 
borders Iran and is a relatively narrow 39 kilometres at its narrowest point, which 
compares with Cook Strait’s 23 kilometres ) through which 20% of the world’s global oil 
passes is the focal point. A significant spike in the oil price would be negative for the 
global economy, although it would likely take a price doubling to cause a recession. We 
acknowledge that without a supply shock the oil price will likely ease due to growing US 
supply and slower global economic growth. However, an investment in oil companies 
represents a good hedge against the potential Iran risk with the oil price relatively low 
and oil companies offering good relative value (including a 4.8% dividend yield).  

US Presidential Election 

Over the next year this is a topic which is likely to increasingly obsess the news media. 
Already the race for the Democrat nomination is gaining attention as the more radical 
Elizabeth Warren has closed the gap on front runner Joe Biden.  
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 Biden the Front 
Runner, But 
Warren’s Popularity 
Sky Rockets 

Source: Realclearpolitics 

 

Many of Warren’s 
policies are likely 
negative for US equities 

… but most will be hard 
to implement 

 

 

 

 

 

 

 

 

 

 

Nervous investors focus 
on the fall in 
manufacturing 
confidence, high debt 
levels, high valuation 
levels … 

 

 

 

 

 

 

 

 

 

 

 

Historically recessions 
have been accompanied 
by only a 0.3% rise in the 
unemployment rate 

 

 

Many of Warren’s policies are likely negative for US equities and could hurt investor 
sentiment even if they aren’t implemented. Her policies include higher corporate tax , a 
wealth tax, the Green economy, policies to support the middle class (focused on student 
debt, social security, education), healthcare (lower drug prices, Medicare for all), 
regulation (breaking up big banks and big technology companies, restricting US energy 
company access to government land and fracking) and a higher minimum wage. Most 
of these policies will be hard to implement due to the need for both senate and congress 
support. The policies with the most potential to be implemented are: a higher minimum 
wage, a greater focus on the activities of the big technology companies, lower drug 
pricing, curtailment of fracking and reduced access to Government acreage. By the end 
of March 2020 it should be relatively clear who the Democrat presidential candidate is.  

Impeachment proceedings against President Trump provides an additional twist. The 
probability of impeachment has risen due to the Democrat led inquiry into whether the 
president sought to pressure Ukraine to investigate Joe Biden and his son. 

Recession Risk 

We focus heavily on the US when thinking about recessions as the US economy 
represents 25% of the global economy, and thus has a big impact on the global 
economy. Additionally the US represents 58% of the global equity market and 40% of the 
global bond (debt) market. While the proportion of permabears (investors who are 
always negative on the financial market outlook) and permabulls is largely unchanged, 
there is an increasing number of those that typically inhabit the middle ground that now 
have a more negative outlook. They focus on the fall in manufacturing confidence, that 
the response to a rise in the Fed Funds Rate (as occurred over 2016-2019) is a recession, 
the recent periodic inversion of the US yield curve, softer leading economic indicators, 
high debt levels, high valuation levels, the typical pattern of ‘risk on’ being followed by a 
period of ‘risk off’ (the current period) and then risk aversion (a particularly tough period 
for equities  when valuation multiples contract materially as company earnings fall). 

Reviewing our US recession indicators which have historically all had to flash red to 
indicate a recession we note:  

1. 3-month interest rates are currently modestly below 10-year interest rates, so 
we don’t have an inverted yield curve. Although we have at times recently. 

2. The Fed Funds Rate is currently 1.50-1.75% which is slightly below the current 
neutral rate estimate of 2.4%. Assuming the Fed further reduces the Fed Funds 
Rate as expected this indicator should show less risk of a US recession. 

3. The Conference Board US leading economic indicator is just positive at 0.4%. 
The last time it reached this level was when it troughed in June 2016. 

One other factor we are paying close attention to is the US labour market. US 
employment continues to expand, but at a slower rate. The job market has to grow by 
around 1.8 million jobs per annum to prevent the unemployment rate rising. Currently it 
is growing at 2.1 million, having peaked at 2.8 million ten months ago. Historically 
recessions have been accompanied by only a 0.3% rise in the unemployment rate. 
Supporting the US labour market are no signs of layoffs, high consumer confidence and 
a recovery in house construction. Finally recent US economic data has positively 
surprised. In conclusion we don’t expect a US recession in the next year although we 
acknowledge that the risk of a recession is more elevated than it was.  
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No recession in sight 

 

 

 

 

 

 

 

We expect a 4.5% 
increase in house 
prices in 2020  

Key Questions for 2019 - Progress Report 

In the February Investment Outlook, we posed a number of questions that were likely to 
be important for the direction of financial markets. A progress report follows. 

Can the oil price recover to US$70/barrel? In April the Brent oil price peaked at 
US$74.50 /barrel as supply reductions played out. Increased supply and weaker 
demand has seen it fall to US$60/barrel. Should tensions with Iran erupt it could spike 
higher.  

Will a recession occur in 2019? Despite softer economic growth so far in 2019, the 
year is well advanced and no recession is in sight. 

Could the NZ dollar fall below US$0.60? Weaker economic growth in New Zealand 
and a 0.5% reduction in the RBNZ’s Official Cash Rate has seen the NZ dollar fall to 
US$0.64. 

Will the US/China trade dispute be resolved? See commentary above. 

Will financial markets experience the same elevated levels of uncertainty as in 
2018? The level of uncertainty increased in the September quarter but remains below 
that seen in early and late 2018. This is thanks to dovish central banks and the apparent 
progress towards a trade deal between the US and China.  

Will President Trump be impeached? See commentary above. 

Can inflation finally exceed 2%?  New Zealand’s latest annual inflation rate was 1.5%. 

Will New Zealand house prices fall in value? On a nationwide basis, house prices 
have continued to increase modestly over 2019. On the back of a modest improvement 
in fundamentals we expect a 4.5% increase in 2020.  

Will equity prices rise or fall? The 20%+ New Zealand equity market rise since 1 
February has trounced our expectation of a modest rise. However, a stabilisation of long 
term interest rates since 31 July has curtailed the New Zealand equity market’s rise.  

Forecasts  

 

Spot 3mth 12mth Spot 3mth 12mth
New Zealand 1.1 0.9 0.9 1.3 1.3 1.5
Australia 0.9 0.6 0.6 1.1 1.1 1.4
US 1.9 1.8 1.8 1.8 1.8 2.0
Japan -0.1 -0.1 -0.1 -0.1 -0.2 -0.1
Europe -0.4 -0.5 -0.5 -0.4 -0.5 -0.5
United Kingdom 0.8 0.8 0.9 0.7 0.7 0.9
China 2.9 2.6 2.5 3.3 3.1 2.8

Australia – ASX 200 Spot 12mth Spot 12mth
NZD 0.64 0.67 - -

Europe – Stoxx 600 AUD 0.69 0.71 0.93 0.95

Japan - Topix EUR 1.12 1.14 0.57 0.59

New Zealand – NZX 50 JPY 108.8 107.0 69.7 71.7

UK – FTSE 100 GBP 1.29 1.30 0.50 0.52

US – S&P 500 CNY 7.06 7.05 4.52 4.72

Oil Brent USD/bbl
Gold USD/Oz

       60  -   66

11,020  - 12,180

  1,340  -  1,490

2018A 2019F 2020F 2018A 2019F 2020F

Economics As at 30 October 2019
Fiscal Balance % GDP GDP Growth % Inflation % 3 month Libor % 10 Year Government%

2018A 2019F 2020F
1.1 0.9

-0.5 -0.2 0.3 3.0 2.0 2.5 1.6 0.9 0.6
1.1 0.7 0.5 2.8 2.5 2.6 1.6

-4.1 -4.4 -4.7 2.9 2.3 1.7 1.8 1.9 1.8
0.7 -0.1 -0.1

-0.7 -1.0 -1.1 1.8 1.1 1.0 1.2
-3.8 -3.5 -3.0 0.7 0.9 0.3

-0.4 -0.5
-1.5 -1.7 -2.0 1.4 1.2 1.0 1.9 0.8 0.9
-4.1 -4.5 -4.5 6.6 6.1 5.9 2.5 2.9 2.5

       399 
   1,666 1,630   - 1,800

NZD

   6,689 
Emerging Markets    1,042 

Source: Jarden, Bloomberg (* actuals)

NZ and Australia fiscal balance is 30 June

NZ is the 90-day bank bill yield

Equities and Commodities Foreign Exchange
Spot USD

4.0%
1.4%

6,450   -
1,090   -

410   -

7,130
1,210
450

0.0%

   1,496 
Source: Jarden, Bloomberg

   3,047 
         55 

3,090   -

 10,790 
   7,331 7,030   -

Source: Jarden, Credit Suisse, Bloomberg
13.6%
-16.6%

22.3%

12 mth forecast Past 
Month

Past 
Year

15.2%
11.2%
12.1%
3.4%
24.8%
4.2%

4.9%
-1.2%
-1.0%
2.4%
2.0%

1.6%

7,770
3,420
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   Asset  
   Allocation  

 

Key Takeaways 

 We see near-term 
support for global 
equities as the 
world economy 
improves 

 New Zealand 
equities look 
vulnerable given 
the possibility of 
interest rate rises 

 Shorter-maturity 
interest rates may 
decline a little 
further, but 
longer-maturity 
rates to gradually 
rise 

 

 

US Manufacturing 
PMI and Annual 
S&P 500 Returns  
Source:: ISM, S&P, Refinitiv 

 

 

 

 

Monetary policy 
easing likely to boost 
the economy as trade 
uncertainty abates 

 

 

 

MSCI World Price-
to-Earnings Ratio  
Source:: Bloomberg 

 

 

 

 

Global Equities 

We see support for global equities continuing in the near-term. The US-China trade 
dispute has been put on ice, at least for a period, which reduces the uncertainty around 
trade tariffs. This has lowered the chances that manufacturing troubles will infect the 
mood of the rest of the economy, which up until now has remained relatively robust. 

At the same time, there are signs that the global economy may be about to turn for the 
better. Admittedly, the evidence is a little mixed, as it often is at turning points of the 
economic cycle. However, it appears that global manufacturing activity is bottoming out. 
Against a backdrop of still solid job growth and consumer spending in most large 
developed countries, this is encouraging. For the US equity market, which is the world’s 
largest, history suggests that a turn up in manufacturing fortunes usually leads to 
improving equity returns, as the chart below shows. 

 
In recent months, the world’s major central banks have been spurred by low inflation and 
tariff uncertainties caused by the US-China trade dispute to further ease monetary 
policies. Arguably, monetary policy easing is starting to lose its effectiveness as interest 
rates have reached ultra-low levels. In our view, the reluctance of businesses to respond 
to lower interest rates by investing more has mainly been due to increased trade policy 
uncertainty. Therefore, we expect recent monetary policy actions will provide an extra 
boost to the global economy if the trade truce between the US and China continues to 
hold and other geopolitical uncertainties remain relatively contained. 

 
World equity valuations, as measured by price-to-earnings ratios, have risen this year as 
equity prices have trended up while earnings growth has been subdued. However, 
valuation ratios have expanded from a low base after the market rout in the fourth quarter 
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Equity valuations not 
overly expensive 

 

 

Geopolitical events 
have the potential to 
throw a spanner in the 
works 

 

 

 

 

 

 

New Zealand equities 
vulnerable to pull-
backs  

 

 

 

 

 

 

Shorter-maturity 
interest rates likely to 
decline, while longer-
maturity interest rates 
gradually rise  

 

 
Interest Rate on 
US 10-Year 
Government Bond 
and Economic 
Policy Uncertainty 
Index  

Source:: Refinitiv, Baker, 
Bloom and Davis 

of 2018. They remain lower than most of the period from 2015 to 2017. Certainly, global 
equity valuation ratios look relatively expensive, ignoring the flagrant overvaluations 
caused by the early 2000s tech bubble. However, as noted before, ultra-low interest rates 
are supporting high equity prices. 

As we highlighted in the previous section, there are various geopolitical issues swirling 
around the globe that have the potential to knock equities off their perch. For now, the 
potential effects of these issues are either a little too far off in the future or vague to 
materially affect investor confidence and the immediate prospects for company 
earnings.  However, bubbling geopolitical events can sometimes quickly escalate, which 
we must be alert to. 

New Zealand Equities  

In contrast to global equities, New Zealand equities appear relatively less attractive. Local 
companies face headwinds from a slowing in the domestic economy, which appears to 
be lagging the global economy. New Zealand equities are generally amongst the most 
highly valued in the developed world. To a certain extent, high valuations may be 
justified by the predominance of high-dividend yield equities in the New Zealand market. 
These have been a god-send for yield-starved investors in a rock-bottom interest rate 
environment.  

However, high valuations for New Zealand’s high-dividend yield equities, particularly the 
large electricity generators, suggest they are priced to perfection. On this basis, they may 
be susceptible to negative surprises. The recent sharp sell-offs in New Zealand electricity 
generator equity prices, first in response to a spike in interest rates in September and, 
more recently, on news that the Tiwai Point aluminium smelter owners are seeking to 
negotiate a more favourable power supply deal illustrates this vulnerability.  

Cash and Fixed Interest 

We see interest rates on cash and shorter-maturity fixed interest securities heading 
slightly lower in the near-term as they follow the downward path of central bank policy 
interest rate cuts. Most central banks are on a mission to head off a possible economic 
downturn and aim for higher inflation, even if that means inflation goes above their 
inflation targets. However, we consider the bottom of the easing cycle is not far away, 
possibly at the end of this year, or early next year, as previous stimulus efforts and a 
recovery in business confidence stokes improved economic outcomes. 

In contrast, interest rates on longer-maturity securities may rise moderately for two 
reasons. First, history suggests that longer-term interest rates are heavily influenced by 
economic policy uncertainty, as the chart below indicates. Therefore, to the extent that 
trade policy uncertainty moderates, we would expect longer-term interest rates to rise. 
Second, as we see a gradual uplift in global economic growth and inflation, we would 
also expect this to be reflected in slightly higher longer-term interest rates. 
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                     Asset Allocation  
       November 2019 

Based on the Asset Allocation discussion on pages 8-9, we have left the tactical asset allocation unchanged from the last 
change on 18 September 2019. The Strategic Asset Allocation represents the average weighting over the long term (circa 
ten years or an entire economic cycle). The Tactical Asset Allocation represents a deviation from the Strategic Asset 
Allocation to take advantage of expected changes in asset class returns over the short term (say 6 months plus).  

%                                   Strategic Allocation 
                     Income Assets        Growth Assets 

Tactical Deviation % 

Conservative 

Cash  15
NZ Debt Securities 55
Property 4
NZ Equities 8
Australian Equities 3
Global Equities 12
Alternative Strategies 3

Balanced/Conservative 

Cash  11
NZ Debt Securities 44
Property 5
NZ Equities 12
Australian Equities 6
Global Equities 18
Alternative Strategies 4

Balanced 

Cash  8
NZ Debt Securities 32
Property 6
NZ Equities 16
Australian Equities 8
Global Equities 25
Alternative Strategies 5

Balanced/Aggressive 

Cash  7
NZ Debt Securities 23
Property 6
NZ Equities 20
Australian Equities 10
Global Equities 29
Alternative Strategies 5

Aggressive 

Cash  5
NZ Debt Securities 15
Property 6
NZ Equities 23
Australian Equities 12
Global Equities 34
Alternative Strategies 5

    
                                    

                                           +1 
                                    +1 
                   -2 

              -4 
                                                                     +1  

                                                        +3 

 
 

  
                                    

                                           +1 
                                    +1 
                   -2 
              -4 
                                                                     +1  

                                                                 +3 

 

 
                                    

                                           +1 
                                    +1 
                         -2 
                   -4 
                                                                    +1 

                                                                  +3 

 

 
                                    

                                           +1 
                                    +1 
                   -2 
              -4 
                                                                     +1 

                                                                  +3 

 

 
                                    

                                           +1 
                                    +1 
                   -2 
                  -4 
                                                                     +1 

                                                                                +3 
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 Sky Network Television 
 CEO – Martin Stewart    

 

 

 

Martin Stewart 

 
Key Takeaways 

 Fulfilling careers can be 
built on the guidance of 
solid mentors and hard 
work 

 SKT has a good base 
on which to rebuild 

 SKT aims to benefit 
New Zealand society 
through its support of 
sports at all levels, NZ 
programming, the arts 
and provision of good 
value entertainment 

 

 

 

 

 

 

 

 

 

 

 
 

Preparing for, hosting and 
then winding up the entity 
which ran the 2012 
Olympic games took seven 
years 

 

Passionate About Sports 

Martin is passionate about sports and is an avid movie/entertainment buff. 
Following even a cursory review of his life to date this comes as no surprise. Born to 
Glaswegian parents, Martin grew up in Dorset on England’s south coast during the 
1960’s and 70’s. At school, he played football and following in his father’s footsteps, 
golf. However, his real passion was athletics where he specialised as a middle 
distance runner, representing his school, home town of Poole and county at 
numerous competitions.  

Sport briefly took a back seat when he moved to London to attend University of 
London, where he graduated with a history degree. This was followed by an 
accounting degree which he completed while working for BDO and explains the 
large number of audit committees Martin has served on. 

The Lucky Break 

What followed can best be described as a lucky break. As an accountancy 
graduate, Martin was approached by a recruitment consultant regarding a position 
at Polygram Filmed Entertainment whose successes included movies such as Four 
Weddings and a Funeral and Fargo. At Polygram, Martin worked under Nick 
Carrington, Polygram’s chief financial officer (CFO), who became Martin’s mentor. 
Nick opened Martin’s eyes to the role of CFO in a company, setting and tracking 
financial goals, objectives and budgets in order to meet a company’s objectives.   
When Nick moved to BSkyB he encouraged Martin to follow. Not long into the role 
Nick died following a short battle with cancer.  As a testament to Martin’s ability he 
filled the vacancy left by Nick to become BSkyB’s CFO. Being only 34 at the time 
Martin had little idea just how challenging the role would be. His first year saw him 
work 365 days straight. Over the next eight years of Martin’s tenure BskyB doubled 
in size and made the important switch from analogue to digital transmission. 
However, eventually Martin was keen to step aside from working for a publically 
listed company, an irony that is not lost on him having become Sky Network 
Television’s (SKT) new chief executive in February this year.  

Time for a Change 

From 2005 to 2018 Martin has undertaken a number of roles in the public sector 
and companies owned by private equity. Included on this list is EMI, two 
telecommunication companies (Spain’s ONO and Germany’s Kabel Deutschland, 
both of which were sold to Vodafone), EurotaxGlass’s, a data collection and 
analysis business focused on the European automotive industry, and Satellite 
Information Services which provides content and production services to the sports 
betting industry.  

In the public sector Martin served on the Board of the London Organising 
Committee for Olympic and Paralympic Games having been invited to do so by his 
athletics hero Sebastian Coe. The process of preparing for, hosting and then 
winding up the entity which ran the 2012 Olympic games took seven years. His 
second public sector engagement was serving as a non-executive director to the 
UK’s Department of Energy and Climate Change under an initiative of former UK 
prime minister, David Cameron, to inject private sector expertise into the 
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Injecting private sector 
expertise into the public 
sector 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Motivating forces – a 
competitive streak, natural 
curiosity and problem 
solving 

 

 
 

 

 

 

 

 

 

 

Commitment to Sports 
at all Levels – High 
School 1st XV Rugby 

Source: Sky Network Television 

 

 

 

 

 

 

 

government sector. This proved to be an eventful period which saw the Scottish 
independence referendum, Brexit referendum, Paris agreement on climate change, 
the controversial Hinkley Point C nuclear power station and the normal electricity 
sector conundrum of keeping electricity prices down, introducing more green 
electricity generation and keeping the lights on.  

Despite his passion for football, Martin’s tenure as CFO of The Football Association 
was cut short by the challenge of a directorship position at the Dubai based pay 
television company OSN that turned into Martin running the company. The 
challenge was amplified soon after he took up the role by a break down in relations 
between Qatar and other Middle Eastern states which created political and 
economic headwinds for OSN. 

Many of the issues faced by OSN are similar to those faced by Sky Network 
Television (SKT). Consequently, Martin’s plan devised to turn around OSN is equally 
applicable to SKT. When approached about the opportunity to come to New 
Zealand to turn around SKT’s business, it was a challenge that was too good to turn 
down. The challenge represented by SKT fits well with the three factors that 
motivate him:  

1. A competitive streak, which is well known by anyone who knows him; 

2. A natural curiosity to explore new areas and learn from the experience; 

3. Problem solving. 

These factors all add up to the more difficult the challenge, the more exciting the job.   

The Next Chapter – Sky Network Television 

A quick perusal of the 2019 SKT annual report shows that Martin has wasted no time 
implementing his plan to turn around SKT’s fortunes. Amongst other things this 
includes changes to his senior executive team, additional content, additional high 
definition channels, securing key broadcasting rights across multiple sports 
(including more recently for the All Blacks, Rugby Championship and Super Rugby 
matches) and enhanced content streaming (including the acquisition of RugbyPass, 
which is the premiere online site for global rugby fans available in over 62 territories).   

 

It is worth highlighting that despite the recent decline in the number of SKT customers 
and resulting profit drop, that SKT is still profitable and has over 600,000 customers, 
which provides a good base from which to rebuild. A critical part of the turnaround is 
to listen to all stake holders - to staff, content partners, customers, potential customers, 
investors, government and news media to understand what needs to be done and 
refine the turnaround plan. In this regard Martin’s final comment to me was, “Are you a 
Sky subscriber?”, which as I am not was quickly followed by the question “Why not?”. 
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SKT making a positive 
contribution to New 
Zealand society 

 

 

 

 

Commitment to 
Women’s Sports 
Source: Sky Network Television  

Looking to the future we would expect to see a lot more change and improvements 
including: 

1. Sky content able to be viewed on all screens, all devices, everywhere; 

2. Greater personalisation so that customers receive the content that works for 
them; 

3. Further developments around the provision of broadband; 

4. Greater collaboration with New Zealand’s numerous national sporting bodies 
through support of grass roots sports as well as at senior levels; 

5. A strong value for money proposition for customers.  

The Road Ahead 

Martin has achieved much over a career which has transcended music, film, 
telecommunications, pay television, and sports amongst other things. So, what is left? 
In no particular order there is a burning desire to see SKT succeed by making a 
positive contribution to New Zealand society through the support of sports, New 
Zealand produced programming and the arts. To give back by assisting others in their 
careers as he was helped by Nick Carrington at Polygram & BSkyB and BSkyB chief 
executive Mark Booth. And by no means least, to support his adult children to achieve 
their ambitions, which includes a commitment to equality in sport resulting from the 
experience of his daughters. 
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Introducing Tim Agar 
Research Analyst 

 

 

Key Takeaways 
 Early life consisted 

of Māori schooling 
and working on the 
farm during holidays 

 University life was 
extended by choice 

 Employs a robust 
investment process 
that provides 
consistency in 
identifying new 
investment and 
monitoring current 
investments  

 

 

Working overseas 
provided a huge range 
experiences with people 
from all walks of life 

  

 

 

 

 

 

 

A true believer in 
adhering to a well-
established investment 
process 

Having joined Jarden in mid-2013, Tim brings a range of experiences to the role which 
provides a balanced view as financial markets evolve.  

While Tim always had his sights set on the finance industry, life started off in the small 
town of Otaki on the Kāpiti Coast. Being part Māori, his mother enrolled him in a total 
immersion Te Reo Māori kindergarten and primary school. While it may have 
conflicted with his development of the English language, he made up for it in later 
years and has the benefit of utilising his Māori language knowledge to this day.  

Growing up on a dairy farm provided its own unique opportunities. It was hands on 
from a young age, from milking cows to cultivation and all the maintenance jobs in-
between. He is very appreciative of the life skills learnt while farming, saying “there’s 
nothing more humbling than milking 600 cows on your own at 4am in the morning”.  

While farming provided a great source of pocket money, it was never going to 
contend with the prospect of attending Otago University. Tim initially started studying 
a Bachelor of Commerce majoring in Finance. However, he soon realised that his 
chosen qualification would only keep him in Dunedin for three years and he would 
want more. Consequently, he extended his stay by also doing a law degree. After four 
Dunedin winters, Tim thought his skin had thickened enough to do a student 
exchange in his final semester at Uppsala, in Sweden. While he was prepared for the 
colder temperatures, the four hours of sunlight in the peak of the winter was harder to 
adapt to. Although it wasn’t difficult to find distractions as the Swedes typically offset 
the winter season with organised events, indoor sports leagues and dinners with 
excessive amounts of crayfish. 

By this time the global financial crisis had hit and entry level job prospects were 
somewhat bleak. This provided the opportunity to bring forward the typical oversea 
experience pilgrimage. Tim remained in Europe and worked the summer as a 
wakeboard instructor on the Greek Island of Ios, and then back-to-back seasons on 
superyachts as the water sports instructor and second engineer. These types of jobs 
provided a huge range of experiences with people from all walks of life, from a non-
English speaking backpacker who wanted to learn how to wakeboard to the ultra-rich 
like Larry Ellison, co-founder of Oracle, and his friends, who had his 88 metre yacht 
and 28 full time staff at their beckon call.  

When Tim landed back in Wellington for the rugby world cup in 2011, it was time to 
get on the corporate ladder. The first job was as a risk and compliance analyst for a 
large fund manager, the Accident Compensation Commission. He added to this by 
taking the opportunity to get admitted the bar, following the completion of his legal 
professionals exams. While there was never really an intention to practice law, 
becoming a Barrister & Solicitor of the High Court of New Zealand completed the 
circle, and leaves the door open should it ever be desired.  

In the six years at Jarden, Tim has established himself in the areas of fixed income 
(debt security) and Australasian equities analysis, while also involved in the asset 
classes through his role on the Investment Committee. Tim enjoys the ever evolving 
financial markets and macro-economic forces that drive investment returns. He is a 
true believer in adhering to the wealth research team’s well-establish investment 
process. This is because there will always be stocks that surprise to the upside and to 
the downside, some with a lot of noise around them. The investment process provides 
consistency in how opportunities are spotted and objective indicators that can help 
identify when an investment rationale might be changing. Tim’s balanced approach is 
the culmination of his life and educational experiences to date. 
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New Zealand Transport 
and Logistics Sector 101 

 

Key Takeaways 

 The transport and 
logistics sector is 
broader than simply 
the movement of 
goods 

 E-Commerce will 
drive demand and is 
expected to account 
for 22% of global 
retail sales in 2023 

 Market leading 
positions is key to 
sustaining above 
market margin and 
profitability  

 

 

 

 

 

 

 

Growth in the 
Global E-commerce 
Market 

Source: eMarketer 

 

 

 

 

 

 

 

 

Typically, the business 
models have been 
relatively asset light 

 

 

 

 

 

 

Sector Overview 

Transportation relates to the physical movement of goods from one place to another. 
Logistics on the other hand covers a broader spectrum and involves planning, 
controlling and implementing procedures to efficiently store and transport goods from 
source to consumption. Put simply, logistics can be viewed as the implementation of a 
plan and transportation is the execution.   

 
The broader outlook for the transport and logistics sector remains robust, as the E-
commerce revolution drives demand for home deliveries and the express package 
segment. The market remains well supported by the shift to consumer convenience, 
growing product offerings, evolving technology and a growing online penetration 
rate. Globally, the market is worth over US$3 trillion and expected to grow at 15-20% 
per annum over the next 10 years, offering attractive long term opportunities for the 
sector as the addressable market grows.   

   
Sector Characteristics 

Historically, the sector has been highly fragmented, and as a result generally offered 
low returns on capital.  Companies which have outperformed in the sector are those 
that have successfully participated in market consolidation. In part, this reflected 
relatively asset-light business models which provide the flexibility to make acquisitions 
when value add opportunities presented themselves. Through consolidation, 
companies have been able to expand service routes and increase critical mass to take 
advantage of economies of scale. In turn, this produced margin expansion and 
improved profitability. Going forward, the rapidly changing landscape of the sector will 
be a key challenge. However, those incumbents with nimble business models and 
well-established, market leading positions will be best placed to capitalise on it. Key 
risks for the sector include its sensitivity to economic activity, and specifically to New 
Zealand, its reliance on contractors and the impact a change in employment 
legislation could have on operations. As the industry has developed, operators have 
mitigated their exposure to fuel price volatility by immediately passing through 
changes in fuel cost to customers via surcharges. 
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In New Zealand MFT has 
established a market 
leading position through 
consolidation 

 

 

 

 

 

 

 

 

 

 

 

 

Participants 
Earnings Margins 
Source: Jarden 

 

 

 

 

 

 

 

 

 

 

Online retailers need 3x 
the real estate of their 
physical counterparts 

 

 

Successful Industry Participants  

Mainfreight (MFT) is one of New Zealand’s largest freight companies and focusses on 
the bulk goods segment of the market. Through its three core services - domestic 
transportation, warehousing (managed logistics) and air & ocean freight forwarding, it 
provides a full supply chain solution to customers. The majority of its revenue comes 
from offshore (circa 75%). However, New Zealand remains its most profitable market, 
accounting for 43% of its earnings. In New Zealand, MFT has established a market 
leading position through consolidation and enjoys high operating margins. As 
illustrated in the graph below, MFT has successfully grown its profitability in this region 
over the last 5 years and given its market presence and quality of management, this 
trend is expected to continue. Currently, MFT’s top 500 customers account for 56% of 
its total revenues, however only 31% trade across all three segments, representing a 
significant opportunity for MFT to grow sales from its existing customer base.  

Freightways (FRE) focusses on the small package segment of the market, drawing the 
majority of its income from its NZ operations (circa 80%). Its express package and 
business mail segments contribute around 75% of its revenues, with the remainder 
coming from its information management business. The express package market has 
become relatively consolidated with only three other players (NZ Post, PBT and 
Fastway). FRE is the market leader with 40% market share and best industry 
profitability. Additionally, FRE is the only other operator competing with NZ Post in the 
business mail segment, with a 10% market share. All of FRE’s courier drivers are 
contractors, enabling it to reallocate capital to higher margin growth initiatives. As E-
commerce has become more prevalent, FRE’s growth in lower margin Business to 
Consumer (B2C) deliveries has grown much faster than Business to Business (B2B) 
deliveries, which has adversely impacted profit margins. FRE is expected to recoup 
margin through its pricing for effort initiative, effectively charging customers for the 
additional time and effort required to complete B2C deliveries. 

 
Other Companies Exposed to the Sector 

Ebos (EBO) is involved in and has distinguished itself as a high-quality operator in 
wholesale pharmaceutical supply. It currently generates 8% of its revenue through 
contract logistics for storage of manufacturer’s inventory and pick, pack and delivery 
services provided.  

Scales (SCL) primarily operates in the horticultural space. However, through its storage 
and logistics segment it offers tailored international freight solutions - providing a 
complete import and export transportation service, specialising in primary produce. In 
FY19, this segment is expected to contribute roughly 8.5% of SCL’s overall earnings. 
Prior to the sale of its two storage businesses, this segment contributed around 30% of 
FY18 earnings.  

The changing sector landscape has benefited the property companies focused on 
warehousing and logistics activities. Online retailers require three times the warehouse 
floor space needed by their retail store counterparts as e-fulfilment requires wider 
product variety and greater inventory. In New Zealand, Goodman Property Trust 
(GMT) owns high quality warehouse and logistics assets close to end consumers 
which leaves it best placed to benefit from this trend. Property for Industry (PFI) is 
currently transitioning its property portfolio to become a tier 2 player in this space. 
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 New Zealand Equities 
   Share prices as at 31 October 2019 
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A2 Milk Company (ATM) 

Sentiment towards ATM has turned in recent months with the share price down 
28% since peaking in late July at $18.00. The decline reflects the perceived risk 
around future profit margins after the company guided the FY20 margin to be 
broadly consistent with that of 2H19, which was 28.2%. This is well down on the 
35.2% achieved in 1H19 and the 32% expected. ATM cited rising levels of 
investment in brand awareness and capability. We remain cautious as to the extent 
to which operating leverage will re-emerge as ATM transitions away from a highly 
efficient grey channel distribution model. We expect the margin to recover from 
28.8% to 30.8% over the next three years. We believe ATM’s unique brand gives it a 
material long-term growth opportunity penetrating the Chinese market and 
expanding into the US. We believe the market’s focus will shift back to ATM’s 
medium-term revenue growth profile which we forecast to be 31% in FY20 and 20% 
in FY21. The is driven by lifting share in existing categories and leveraging the brand 
in new products. Following the share price decline, ATM is trading on a much more 
palatable 26x FY20 earnings (adjusted for cash of $800 million and US losses). 
ATM’s shareholder meeting on 19 November is the next key catalyst.  

Chorus (CNU) 

CNU latest trading update was encouraging with signs CNU is winning back market 
share and good cost containment. This supports the view CNU will return to modest 
earnings growth in FY20. Importantly, CNU is now past peak capital expenditure 
($810 million in FY19), guiding to $660-$670 million in FY20 due to less copper 
retention costs and more efficient fibre spend. CNU's longer-term return 
expectations are dependent on what the regulatory framework looks like post FY21, 
with a draft report due on 19 November. We believe CNU represents good value for 
investors who are confident in the long-term competitiveness of fibre and have a 
positive view on the regulatory framework. This is because if CNU is able to maintain 
earnings around current levels in FY22/FY23, it will result in a major uplift in free 
cash flow as CNU completes the UFB build and a corresponding jump in dividend 
payments. However, CNU represents poor value for investors who are pessimistic 
on these two factors. These two polarising scenarios result in a valuation range of 
plus or minus $2 per share from the current share price. 

Eroad (ERD) 

The outlook for ERD remains encouraging given the ongoing traction in the North 
American market, although growth in the small-and-medium enterprise (SME) 
segment continues to lag expectations. North American unit growth was 54% in 
2Q20, underpinned by the deployment of 5,500 units to its largest ever enterprise 
customer, and the rapid deployment of another 1,600 units (90% of full roll-out) to 
another new enterprise customer won in June.  Steady progress continues in New 
Zealand with earnings growth of 48% in 2Q20, buoyed by 1.4% profit margin 
expansion.  ERD has re-launched in the Australian market and has around 1,300 
units in market. The company expects this to increase by a few thousand in the year 
ahead as it executes on a strong customer pipeline. Our longer-term forecasts 
continue to factor in solid growth in both Australasia and North America, with group 
revenue growth of 15%pa over the next five years. The recent investment 
programme should see earnings growth of 29%pa over the same period.  This 
should feed through into free cash flow resulting in breakeven free cash flow in 
FY21, despite the capital expenditure demands.  This infers growth is fully funded. 



Investment Outlook November 2019 

 

 

Jarden Securities Limited  |  NZX Firm  |  www.jarden.co.nz 19 

 

 
 

Price                                                   $1.84 

Rating                                            Neutral 

 

  
 

 

 

 

 

 

 
 

Price $5.30 

Rating Neutral 

 

 

 

 

 

 

 

 

 
 

Price $4.99 

Rating                        Underperform 

 

  
 

 

 

Photos source: company presentations 

 
 

Precinct Properties (PCT) 

PCT has just under three quarters of its portfolio exposed to Auckland office 
property, the largest exposure of the NZ listed property players. In addition, 
following the completion of Commercial Bay, PCT will also have the highest 
percentage of high quality assets. The Auckland office sector is expected to 
produce higher rental growth over the medium term relative to other sub-sectors. 
This reflects the cost of construction increasing to a point which will likely deter new 
developments resulting in new supply moderating. PCT is best place to benefit from 
this dynamic unfolding. The existing portfolio is performing well, benefiting from low 
vacancy and strong tenant demand. Under-renting is beginning to unwind, falling 
from 6.4% in FY18 to 5.2% now. In FY20 the majority (42%) of the portfolio is subject 
to a fixed rental review, with another 15% subject to a market rent review. This 
provides scope to capture market rental growth. Over the next 3-4 years, PCT’s 
revenue is expected to grow materially. This is driven by 36% of PCT's portfolio 
moving from development to contributing to revenue - specifically the completion 
of Commercial Bay and One Queen St. This is forecast to drive a 12%pa increase in 
earnings over the period, which in turn sees the forecast dividend yield grow from 
4.4% in FY19 to 5.0% in FY22. 

Scales Corporation (SCL) 

SCL‘s management team has a strong track record despite operating in the 
horticulture industry, which has a reputation for volatility. The horticulture division 
continues to perform well but is facing some cost pressures as a result of smaller 
apples in the last harvest and labour shortages. SCL is attempting to offset higher 
costs through greater use of technology in pack houses and selling a greater 
proportion of premium apples. The division is benefiting from a lower NZ dollar, mix 
shift to premium apple varieties, expansion into inland Chinese cities and the 
expectation of more favourable apple selling conditions in Europe (as the apple 
crop normalises from a very high level in 2018 and Polish production declines due 
to severe frosts). The key unknown is how management will invest up to $250-$300 
million available for new investments. Management have stated that they could 
quickly make bolt-on acquisitions in the areas where they currently operate or opt 
for a new business activity which would require a lengthy period of due diligence 
before doing so. SCL appears keen to capitalise on the “NZ Made” thematic in the 
Chinese market. SCL appears reasonably fully valued on a relative multiple basis, 
but offers a reasonably attractive 6.0% forecast FY20 gross dividend yield. 

Mercury NZ (MCY) 

Rio Tinto is to undertake a strategic review of its majority owned Tiwai Point 
aluminium smelter. While this is widely considered to be a negotiating tactic to 
achieve a lower electricity price, a smelter closure is an option tabled. The review 
will likely overhang the electricity sector until it is completed in March 2020. We 
believe the most likely outcome (85% likelihood) is Meridian Energy (MEL) and 
Contact Energy (CEN) provide a further price discount to the smelter. These two 
companies have the most incentive to support the smelters existence given the 
location of a significant proportion of their generation at the bottom of the South 
Island. The impact of a 13% drop in electricity demand from a full exit would likely 
see electricity prices drop to as low as $20/MWh in the lower South Island  while 
upper North Island prices could average $50/MWh over the next 3-5 years . As a 
reference point, the wholesale electricity price averaged $123/MWh in 2019 and 
$83/MWh in 2018. If MEL and CEN provided a $10/MWh discount to the smelter 
(equal to $55 million annually), split 2/3 MEL 1/3 CEN, the negative impact on our 
respective valuations would be 26cps and 31cps. Due to MCY’s generation being 
located mainly in the upper north island it is likely to be the least affected by a 
potential shut down, and is unlikely to volunteer any discounts to the smelter. 
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New Zealand Equities  
Valuation Metrics and Ratings 

Security Issuer 
Name 

AFT AFT Pharamaceuticals 
AIA Auckland Airport 
AIR Air NZ  
APL Asset Plus 
ARG Argosy Property 
ARV Arvida 
ATM A2 Milk Company 
AUG Augusta Capital 
CEN Contact Energy 
CNU Chorus 
CVT Comvita 
DGL Delegat Group 
EBO EBOS Group 
ERD EROAD 
FBU Fletcher Building 
FPH Fisher & Paykel  
FRE Freightways 
FSF Fonterra 
GNE Genesis Energy 
GTK Gentrack 
HGH Heartland Bank 
IFT Infratil 
IPL Investore Property 
KPG Kiwi Property Group 
MCY Mercury NZ 
MEL Meridian Energy 
MET Metlifecare 
MFT Mainfreight 
MHJ Michael Hill International 
MPG Metro Performance Glass 
NZK NZ King Salmon 
NZM NZME 
NZR NZ Refining 
NZX NZX 
OCA Oceania Healthcare 
PCT Precinct Properties 
PFI Property for Industry 
PGW PGG Wrightson  
POT Port of Tauranga 
RBD Restaurant Brands  
RYM Ryman Healthcare  
SAN Sanford 
SCL Scales Corporation 
SEK Seeka 
SKC SkyCity Entertainment 
SKL Skellerup 
SKT Sky Network TV 
SML Synlait Milk  
SPG Stride Property 
SPK Spark NZ  
STU Steel & Tube 
SUM Summerset  
THL Tourism Holdings  
TLT Tilt Renewables 
TPW Trustpower  
VCT Vector 
VGL Vista Group International 
VHP Vital Healthcare Property  
WHS Warehouse Group 
ZEL Z Energy 

NZ50  NZ Equity Market 

Source: Jarden 

The P/E ratios and Gross Dividend 
Yield use earnings and dividends 
forecasts for the next 12 months 

As at 31 October  2019 

Gross Dividend Yield % 
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Australian Equities 
Share prices as at 31 October 2019 
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Price $18.55 

Rating Outperform  

 

Cleanaway (CWY) 

CWY recently provided a weak 1H19 trading update driven by a continuation of 
weak economic activity, weak recycled waste prices due to the China National 
Sword (CNS) policy requiring higher purity specifications for imported recyclable 
waste, and a reduction in Queensland landfill volumes following the introduction of 
a new levy. Underlying earnings are now expected to be flat in 1H20 and grow by 
just 5% in 2H20 driven by incremental Toxfree synergies and cost reductions (no 
organic growth contribution). This represents the second cut to guidance in less 
than 3 months. Ultimately, the CNS policy is expected to provide a growth 
opportunity as the Australian waste system becomes more circular, thereby 
benefiting CWY’s strategically important recycling facilities. The softer economic 
conditions and increased competition has made it difficult to pass on increased 
recycling costs to customers. However, the outlook is improving with the housing 
market showing early signs of recovery. Given the change in CWY’s earnings growth 
profile (pushed out to FY21-22), the nearer-term investment rationale is centred 
more on valuation. CWY is now trading on FY20 earnings of 24.6x, while offering 
earnings growth of 12%pa over the next two years. CWY’s global peers are trading 
on 27.5x and 11%pa earnings growth. Furthermore CWY’s balance sheet is strong, 
providing capacity to undertake growth investments. 

Flight Centre (FLT) 

FLT’s recent trading update was disappointing, largely due to its Australian Leisure 
travel channel (generates 33% of earnings). It is facing headwinds from ongoing 
pressure from online offerings, wage pressures and subdued consumer sentiment 
(despite interest rate cuts and tax refunds) going into the key booking period 
starting in January 2020. Partly offsetting these pressures is FLT’s online offering 
(now 11% of total ticket value(TTV)) and its specialty travel brands which are 
performing well. The market appears to be attributing next to no value to the on-line 
channel which has an implied valuation multiple (EV/EBIT) of 3.6x. Hence, if FLT can 
stabilise margins and achieve modest cost reductions through optimising staffing 
levels, a share price re-rating opportunity exists. The key growth driver for FLT is its 
corporate travel channel which generates 50% of total profit. This channel should 
achieve at least mid-to-high single digit growth with a relatively low level of capital 
investment. The growth is driven by the acquisition of 3Mundi and growth in the 
Americas which is likely to add over $1 billion of TTV at 2%+ margin over the next 2 
years. Risks for FLT are the impact of Brexit on its UK business (which is already 
weak and represents 14% of revenue) and a lack of any turnaround in its Australian 
Leisure business. FLT’s retains a solid balance sheet with a net cash position. 

Lend Lease Group (LLC) 

We like LLC's leverage to the global urbanisation thematic, noting its A$100 billion 
development pipeline of which over 75% is outside Australia. The key near term 
catalyst for LLC is the sale of its engineering and services (E&S) business. With 
several parties having bid and carrying out due diligence, LLC’s share price has 
rerated in recent months. Without the volatile earnings/losses from the E&S division, 
we believe LLC could justify a higher valuation multiple given the strong earnings 
profile over the medium-to-long term. We estimate every 1x multiple expansion 
would add $1.75-2.00 to the share price. Consequently, we estimate an upside 
valuation of $21.00/share, but a downside valuation of $12.30/share should the 
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Photos source: company presentations 

transaction fail. With a share price of $18.50, LLC’s risk-reward profile appears more 
finely balanced. LLC’s development pipeline also provides a significant opportunity 
to grow its external funds management business which currently has A$35.2 billion 
funds under management. This business has grown at 13%pa over the past 4 years, 
and is forecast to grow by 9.8%pa over the next four. We estimate the implied 
earnings multiple for this business is 16-17x. This compares to industry peers, 
Goodman Group on 20x (due to superior profitability) and Charter Hall on 16x. Even 
a 1x multiple increase would lift our LLC valuation by $0.30/share. 

Resmed (RMD) 

RMD continues to deliver strong profit growth with its recent 1Q20 profit 
significantly exceeding expectations. RMD’s profit margin expanded by 1.4% to 
25.1%. Two-thirds of the margin improvement reflected manufacturing and 
procurement efficiencies, and product mix changes. The remaining one-third from 
the higher margin contribution from MatrixCare. The key growth drivers have been 
market share gains in masks, due to the solid uptake of new masks, and the 
popularity of the AirSense10 flow generator. Mask sale growth (US: 19.4%, Rest of 
World: 19%) has been supported by growing re-supply sales from an expanding 
installed base, which is showing no signs of slowing down. RMD’s SaaS businesses 
continue to show promise, emerging as a leading aggregator in post-acute 
connected care provision. This division contributed 13% to 1Q20 revenue and is 
expected to increase to 19% come year-end. We believe RMD’s elevated 32x 
price/earnings ratio (excluding its loss making technology business Verily ) can be 
justified by its growth profile, strong track record in delivering high returns on capital 
(over 20%) and the even higher multiples of its Australian medical device peers. 

Santos (STO) 

STO's base business continues to benefit from the identification and extraction of 
efficiencies from its operating assets. The key drivers have been an 8% decline in 
production costs per barrel of oil equivalent (boe), and higher realised synergies 
from the Quadrant acquisition. As a result, STO’s free cash flow break even has fallen 
from $35/boe to $31/boe. In addition, STO’s FY19 capital expenditure guidance was 
reduced 9% as it continues to reduce total spend per well. Importantly, planned 
2019 drilling activity remains unchanged. In our view, this should allow STO to 
comfortably achieve its gearing target of less than 30% in FY19, with further 
improvement to 14% by FY21. This puts STO in a good position ahead of major 
growth investment in future on Barossa (due to enter final investment decision by 
late 2020), Dorado (due to enter front end engineering design by late 2020) and the 
PNG LNG expansion. Like all oil/gas companies STO’s share price is materially 
affected by the oil price. Every $10/barrel increase in oil price produces an 
additional $300-$350 million of free cash flow 

Treasury Wine Estates (TWE) 

TWE has a reputation for strong strategy execution over many years. The current 
strategy is to focus on fewer brands, to focus on premium wines, leverage scale in 
marketing and innovation, have a diversified global grape supply and optimise the 
route to market. Management recently reiterated 15-20% growth in FY20 earnings. 
Furthermore, FY21 should be another good year due to high wine volumes and a 
greater proportion of premium wines. The main area of upside for TWE is China. This 
reflects TWE’s less than 5% share of the import market which is expected to grow as 
TWE pushes into tier 2 cities on the back of a larger sales force. The second area of 
growth comes from greater French and Australasian production following recent 
vineyard acquisitions in France and South Australia. The American market is 
challenging. However, margins in America are expected to grow due to changes in 
distribution (which affects 15% of US volumes), cost reductions and the shift to 
premium wines. Post FY20, acquisitions are likely to be a key share price catalyst. 
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Australian Equities  
Valuation Metrics and Ratings 

Security Issuer  
Name 

AGL AGL Energy 
ALL Aristocrat Leisure 
AMC Amcor 
AMP AMP Limited 
ANZ ANZ Banking Group 
APA APA Group 
ASX ASX 
AZJ Aurizon 
BHP BHP Group  
BXB Brambles 
CBA Commonwealth Bank  
COH Cochlear 
COL Coles Group  
CPU Computershare 
CSL CSL 
CTX Caltex Australia 
DXS Dexus 
FMG Fortescue Metals  
GMG Goodman Group 
GPT GPT Group 
IAG Insurance Australia Group 
JHX James Hardie Industries 
LLC Lend Lease 
MGR Mirvac Group 
MPL Medibank Private 
MQG Macquarie Group 
NAB National Australia Bank 
NCM Newcrest Mining 
ORG Origin Energy 
ORI Orica 
OSH Oil Search 
QAN Qantas 
QBE QBE Insurance Group 
RHC Ramsay Health Care 
RIO Rio Tinto 
S32 South 32 
SCG Scentre Group 
SGP Stockland Group 
SHL Sonic Healthcare 
SUN Suncorp Group  
SYD Sydney Airport 
TCL Transurban 
TLS Telstra Corporation 
TWE Treasury Wine 
VCX Vicinity Centres 
WBC Westpac 
WES Wesfarmers 
WOW Woolworths 
WPL           Woodside Petroleum 

  

ASX200 Australian Equity 
Market               

Source: Credit Suisse, Bloomberg. 
The P/E ratios and Dividend Yield 
use earnings and dividends 
forecasts for the next 12 months 

As at 31 October 2019 

Cash Dividend Yield % 
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50x

ASX ANZ APA AGL ALL AMP CSL
COL FMG CBA BHP AMC AZJ JHX
MPL OSH COH BXB CPU LLC S32
WES RIO CTX DXS TLS MQG TWE

SUN GMG GPT ORG
SYD MGR IAG SCG
TCL NAB QAN WBC

WOW NCM QBE WPL
ORI RHC
SGP SHL
VCX

Underperform Neutral Outperform
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5G – A Significant Advance 
on 4G and 3G 

 

Key Takeaways 

 5G offers much faster 
download speeds 
than 4G and 3G 

 For the first time, a 
mobile network’s 
reaction time will be 
faster than a human’s 

 A combination of fast 
download speed and 
response time enable 
a range of real-time 
applications that 
were not previously 
possible 

 

 

 

5G Technology 
Offers Truly Real-
Time Response 

 
Response time in milliseconds 

Source: T-Mobile 
 

 

 

5G can enable dynamic 
production optimisation 
in factories 

 

Telesurgery will become 
possible with the help of 
a 5G network 

 

 

 

5G stands for the fifth-generation cellular network technology. It represents the latest 
generation of mobile technology following on from 3G and 4G. With faster data 
transfer speed and more versatile connectivity than its predecessors, 5G will enable 
mobile applications and user experiences that were not previously possible.  

Under ideal conditions, 5G can achieve a maximum download speed of 10 Gigabits 
per second (Gbps). That is more than 30 times faster than the peak downloading 
speed of 4G LTE, the most common mobile technology currently available. Compared 
with the older 3G HSPA+ technology, the new 5G technology is nearly 240 times 
faster. 5G is so fast it can download the full content of a Blu-ray disc in 20 seconds. 
Downloading the same content using 4G or 3G takes11 or 150 minutes respectively. 

In addition to faster download speeds, reaction time (technically known as latency or 
ping) materially improves in the 5G era. The average latency in a 4G LTE network is 
around 50 to 100 milliseconds (ms). In comparison, 5G can achieve a latency of 
around 1 to 3 ms. The latency breakthrough is important because it will enable real-
time applications that require reaction times that are on-par or faster than humans. For 
example, the average reaction time of a driver is around 1 second. A car traveling at 
100 kmh travels 28 meters in 1 second. However, an autonomous vehicle with 5G 
capability has a reaction time that is 1,000 times faster, meaning the additional 
distance travelled due to reaction time is less than 1 centimetre. It is also worth 
highlighting that the reaction time between the human eye and the brain is around 10 
ms. With only a 1 ms reaction time using 5G technology, communication between 
devices will become truly real-time. 

Autonomous Vehicles, Smart Factories, Remote Surgery and 
Augmented Reality 

With the ability to transfer a larger amount of data and ensure a shorter reaction time, 
endless new applications across multiple industries will become possible with 5G.  

Consider first an autonomous vehicle. The number of cameras and sensors in the 
latest autonomous car has increased substantially to enable the car to gain a better 
understanding of its surroundings. To further enhance safety, newer autonomous cars 
may become 5G-enabled to facilitate vehicle-to-vehicle communications. Allowing 
information about unexpected events and hazards to be known by other cars on a 
real-time basis should help avoid accidents.  

The same capability can also be applied in a smart factory by allowing robots to 
communicate wirelessly with one another. This will enable each robot to immediately 
adjust production to cater for circumstances that are encountered by a robot in 
another part of the production line. As a result, the overall productivity of the factory 
can be dynamically optimised on a real-time basis.  

With the help of a 5G communication network and a medical robot, doctors will be 
able to diagnose, treat and perform procedures on a patient remotely. This is known as 
remote surgery or telesurgery. The short feedback time and ability to transfer a large 
amount of visual data by the 5G network allows the surgeon who controls the medical 
robot from a different location to react to an unexpected situation in real-time.  

The next round of development in augmented reality (AR) software will likely leverage 
on 5G technology. In addition to the popular mobile game Pokémon GO, which allows 
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Mobile apps with 
augmented reality 
features will become 
seamless 

 

 

 
5G network coverage 
will expand substantially 
in 2020 

 

 

 

 

 

 

5G’s share of mobile 
data traffic will increase 
to 35% by 2024 

 

 

Samsung Galaxy 
S10 5G 
Source: TechRadar 

 

 

 

 

Early movers in 5G-
enabled hardware will 
enjoy advantage over 
peers 

 

 

  

gamers to use mobile phones to interact with virtual creatures in the mobile device as 
if they exist in the player’s real-world location, there are already a range of new AR 
applications. These include seeing how new furniture will look in your house, 
understanding the path of the sun which may influence your home purchase decision 
and learning human anatomy using an AR model. By adding 5G, multiple users can 
interact with one another on a real-time basis in the same AR platform. With the launch 
of AR glasses, the interaction will become even more seamless as users would not 
need to use a smartphone.  

2020 – A Watershed Year for 5G 

Several large telecommunication companies started to roll out 5G services from April 
2019. Many expect to enlarge their 5G coverage considerably in early 2020. The 
number of locations where 5G can currently be used is small because a single 5G 
station has a signal distance of only around 300 metres. Also, since 5G transmits data 
at a much higher frequency, its ability to penetrate walls is very low. Therefore, more 
5G stations are needed to cover the same area and the initial capital expenditure by 
telecommunication companies will be very high.  

Although the total installation cost for a given area will be more expensive than 4G, 5G 
technology allows more devices to be connected. Specifically, while 4G technology 
allows 4,000 devices per square kilometre to be connected to the network 
simultaneously, 5G allows around 1 million devices to be connected. We believe the 
enhanced capability of 5G will lead to an increase in the number of internet-of-things 
(IoT) devices. Besides, more devices will connect directly to the internet through the 
new 5G network instead of through other means like hotspot or broadband fixed-line. 
It is likely that the reliance on the 5G mobile network will increase as its stability and 
efficiency improve. Specifically, it is expected that 5G’s share of mobile data traffic will 
increase from nearly zero today to 35% by 2024. 

 

As 5G mobile networks are rolled out, the number of 5G-enabled mobile and smart 
devices will likely increase substantially in 2020. At the time of writing, there are only 7 
5G-enabled mobile phones available in the market. They include Samsung's Galaxy 
S10 5G and Note 10 Plus 5G, OnePlus’ 7 Pro 5G, LG's V50 ThinQ 5G and Motorola’s 
5G Moto Mod that can be attached to Z2, Z4, and Z3 to give them 5G capability. We 
believe these smartphone brands will enjoy first-mover advantage as they receive 
early feedback and further improve their future lines of 5G products.  

Beneficiaries of 5G Technology 

In addition to companies and consumers who will benefit from a range of new 
applications resulting from the adoption of 5G technology, players in the 5G supply 
chain including chip makers, device manufacturers, communication equipment 
makers, infrastructure owners as well as telecommunication operators will benefit from 
the growing trend towards 5G. We preview a number of companies in the Global 
Equities section that stand to benefit from 5G technology. 
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Global Equities 
Share prices as at 31 October 2019 

 

 

 

 
Price US $38.20 

Rating                                     Neutral 
 

 
 

 

 

 

 

 

 

 

 
 

 

 

Price HKD $76.70 

Rating                                    Outperform 
 

 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 

 

Price US $243.26 
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AT&T (T.US) 

AT&T is the largest telecommunication company in the world with a predominate 
focus in the US market.  

In addition to benefiting from the launch of 5G mobile services which will boost the 
company’s average revenue per user (ARPU), AT&T has been benefiting from higher 
contributions from its media businesses and a restructuring plan. Specifically, AT&T 
has promised to deliver nationwide 5G coverage for the US by early 2020, a significant 
improvement from its current coverage which only covers parts of 20 US cities. The 
June 2018 acquisition of Time Warner has also started to have a meaningfully positive 
impact on the company. As of 2Q19, WarnerMedia’s revenue was up from US$1.4 
billion a year ago to US$8.4 billion and its earnings increased from US$482 million to 
US$2.1 billion. WarnerMedia now accounts for nearly 20% and 14% of AT&T’s revenue 
and earnings respectively. By leveraging its newly acquired content libraries, which 
we believe to be one of the most formidable in the industry, AT&T should be able to 
accelerate its future earnings. Finally, AT&T is in the process of selling non-core assets, 
which should help to streamline and improve AT&T’s business portfolio and 
profitability. We believe some of the divestments will likely result in one-off capital 
gains for AT&T.  

AIA (1299.HK) 

AIA is the largest Pan-Asian life and medical insurance company focusing on the 
insurance needs of Mainland Chinese. Around 25% of AIA's new business had been 
driven by Mainland visitors who bought insurance when visiting Hong Kong.  

Due to the constant state of civil disobedience, the Chinese government has 
substantially reduced the number of tourists that are allowed to visit Hong Kong. In 
August only 2.8 million Mainland tourists visited Hong Kong, the lowest level in 16 
years, down from 4.8 million a year ago. The implementation of an emergency law by 
the Hong Kong government empowering it to seize private assets has further 
worsened the situation for AIA. This has effectively diminished the attractiveness of 
financial products sold in Hong Kong. In particular, several investment-linked 
insurances sold by AIA offering asset protection features would become less 
attractive. Although recent news suggests that the Hong Kong government may 
change the top government official in March 2020 to appease the protestors, we 
believe the situation in Hong Kong will not improve meaningfully until there is a 
fundamental change in its political system. Without a stable political environment, we 
believe the Chinese government will continue to curb Mainland visitors to Hong Kong, 
which will adversely impact AIA’s business. 

Apple (AAPL.US) 

Apple designs and markets several premium mobile and personal computer products 
including the iPhone, iPad, iPod, and Mac computers.  

Apple has recently announced a portfolio of new devices and provided more details 
about the launch of Apple TV+ and Apple Arcade. Other than equipping the higher-
end iPhone models with 3 back-cameras to allow better photo and video shooting 
experiences, the key surprise came from Apple’s low pricing strategy for Apple TV+ 
which we believe will undercut and take meaningful market share from competitors. 
Apple is also set to benefit from 5G more than other smartphone makers because of its 



Investment Outlook November 2019 

 

 

Jarden Securities Limited  |  NZX Firm  |  www.jarden.co.nz 27 

 

 

 

 

 

 

 

 

 

 
 

 

 
 

 

Price US $8.77 

Rating                                    Outperform 
 

 
 

 
 

Price US $56.60 

Rating                                    Outperform 
 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 
 

Price US $85.10 

Rating                                                 *Buy 
 

 
 
*Rating by UBS 

 

 

 

 

 

 

 

 

 

focus on augmented reality (AR), a unique user experience that depends heavily on 
the download speed and phone network latency. Apple claims to have the largest AR 
software developer platform in the world and the recent improvement in hardware 
specifications is set to facilitate a better AR experience. We believe Apple will continue 
to benefit from steady growth in its user base across hardware, software as well as 
new services. These factors should boost Apple’s earnings in the coming years.  

Ericsson (ERIC.US) 

Ericsson, a long-forgotten company that used to be a major mobile phone maker, is 
expected to benefit from higher communication infrastructure equipment demand 
due to the construction of 5G mobile networks.  

While it is hardly mentioned, Ericsson has about 27% market share in the global 
communication equipment industry in terms of new equipment sales. On the back of a 
stronger future demand ahead, as well as the potential to take market share from 
Huawei and Nokia, Ericsson further raised its forecasts for 5G equipment sales a few 
weeks ago. We believe Ericsson will remain a key beneficiary of 5G’s development in 
the coming years.  

Intel (INTC.US) 

Intel is the global leader in making computer processor chips. The company has 
successfully undergone a massive change in the past decade to gain greater 
exposure to segments, such as cloud computing and data centres, that offer better 
growth prospects. Driven by the rise of smartphones and “Internet of Things” devices, 
Intel’s data-centric segments now account for nearly 50% of its total revenue.  

Intel has recently announced a strong quarterly profit, beating pessimistic 
expectations by a wide margin. The company also revised up its forward profit 
guidance, reflecting management’s confidence in the business. Intel’s management 
expects a broad-based recovery to emerge and expects demand for personal 
computers to grow by over 10%. At the same time, corporate spending on large data 
centres appears to be recovering which should boost Intel’s data-centric business 
segment. Intel has a small exposure to the development of 5G through its specialised 
processing chips that are used in 5G communication infrastructure equipment.  

Merck & Co (MRK.US) 

Merck & Co is one of the largest pharmaceutical companies in the world with a 
leading position in oncology drugs, MMR (measles, mumps, and rubella) vaccines as 
well as cervical cancer vaccines.  

A recent medical study has shown that Lynparza, a drug jointly developed by Merck & 
Co and AstraZeneca to treat multiple types of cancers, can significantly improve the 
survival rate for women with ovarian cancer. The encouraging progress of Lynparza 
further highlights the success of Merck in its oncology drugs portfolio after Keytruda, 
an immunotherapy drug, received approval from the US Food and Drug 
Administration (FDA) a few months ago to become a first-line treatment for selected 
types of cancer. Strong demand for Keytruda has already resulted in year-on-year 
revenue growth of nearly 60%. Merck & Co.’s business is also benefiting from the very 
strong demand for its MMR and cervical cancer vaccines that have each seen sales 
growth of more than 45%. We believe the company will continue to benefit from 
strong drug demand in both the short and long term which should result in robust 
earnings growth. 
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Qualcomm (QCOM.US) 

Qualcomm is one of the largest communication and computing chip makers in the 
world with a leading competitive advantage in mobile applications.  

The company has been a pioneer in 3G, 4G and is now the forerunner of 5G mobile 
technology. Other than communication chips, Qualcomm is also a leader in mobile 
computing chips. Snapdragon, a processor brand that is often found in smartphones, 
is owned by Qualcomm. Qualcomm’s other products can also be found in some 
computer graphic cards, modems and Internet-of-Things devices, in both consumer 
and commercial segments. It is worth mentioning that due to Qualcomm’s dominance 
in the communication and mobile computing chip industry, mobile phone makers like 
Apple and Samsung are relying heavily on Qualcomm’s supply to launch their 5G 
enabled smart devices. As a result, we believe Qualcomm will benefit in the future as 
more devices are equipped with 5G capabilities.  

 

Sunny Optical (2382.HK) 

Sunny Optical is one of the largest smartphone camera lens manufacturers in the 
world. The company is set to benefit from higher demand for 5G-enabled 
smartphones as well as the rising safety standard of passenger cars and the eventual 
commercialisation of autonomous vehicles.  

The 5G era will likely spur the growth of software applications that offer functions that 
require the use of augmented reality. As such, a 5G-enabled smartphone will need to 
have more than one rear camera to deliver such functionality. Camera makers like 
Sunny Optical are set to benefit from this trend as smartphone markers demand more 
and better cameras for their latest phone models. Other than selling cameras to major 
smartphone manufacturers like Samsung, Huawei, Sony and Lenovo, Sunny Optical 
has material exposure to the automotive industry. As a result of a more stringent safety 
standard, more cameras are being installed in new vehicle models. Specifically, Sunny 
Optical’s sales to its existing automotive clients which include BMW, Audi, Mercedes-
Benz, Toyota, and Honda are set to grow further as a result of this trend. In the longer-
term, the arrival of fully autonomous vehicles will further increase the need for Sunny 
Optical’s products as traditional vehicles are gradually replaced.  

 

Samsung Electronics (005930.KS) 

Samsung Electronics is the largest smartphone market in the world with more than 
22% global market share in terms of new handset shipments. At the same time, the 
company is also one of the largest memory chip makers in the world with around 35% 
global market share in NAND flash and 46% global market share in DRAM.  

Samsung is enjoying first-mover advantage through the quick launch of two 5G-
enabled smartphones: Samsung's Galaxy S10 5G and Note 10 Plus 5G. The 
company’s experience with these two flagship smartphone models will allow it to 
further fine-tune new products that cater to the mass market as telecommunication 
operators start to make the 5G mobile phone services available in more locations. An 
increase in the average selling price of 5G smartphone models as well as replacement 
demand will likely boost Samsung’s future revenue. At the same time, Samsung’s 
dominant position in the memory chip industry will continue to help the company to 
ride the trend of rising data consumption in the mobile, personal and enterprise 
computing segments, as more memory chips are needed for the more complex 
applications. 
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Global Equities  
Valuation Metrics and Ratings 

 

Security   Issuer Name 

0857.HK PetroChina 
0939.HK CCB 
1288.HK Agri. Bank of China 
1398.HK ICBC 
5930.KS Samsung 
700.HK Tencent  
7203.JP Toyota Motor 
941.HK China Mobile 
AAPL.US Apple 
ABI.BB Anheuser-Busch  
AMZN.US Amazon 
BA.US Boeing 
BAC.US Bank of America  
C.US Citigroup 
CMCSA.US Comcast 
CSCO.US Cisco 
CVX.US Chevron 
DIS.US Disney 
FB.US Facebook 
GOOGL.US Alphabet 
HD.US Home Depot 
HSBA.LN HSBC 
INTC.US Intel  
JNJ.US J&J 
JPM.US JPM 
KO.US Coca-Cola 
MA.US MasterCard 
MC.FR LVMH 
MRK.US Merck & Co 
MSFT.US Microsoft 
NESN.SW Nestle 
NOVN.SW Novartis 
OR.FR L'Oreal 
ORCL.US Oracle 
PEP.US PepsiCo 
PFE.US Pfizer 
PG.US P&G 
RDSA.LN Royal Dutch 
ROG.SW Roche 
SAP.GE SAP 
T.US AT&T 
ULVR.LN Unilever 
UNH.US UnitedHealth 
V.US Visa 
VZ.US Verizon 
WFC.US Wells Fargo 
WMT.US Walmart 
XOM.US ExxonMobil 

MXWD MSCI ACWI Index              

 

*MRK.US and PFE.US are not 
covered by Credit Suisse therefore 
consensus estimates used. 

 

Source: Credit Suisse, Bloomberg. 
The P/E ratios and  Dividend Yield 
use earnings and dividends 
forecasts for the next 12 months 

 

 

 

 

 

As at 30 October 2019 

Cash Dividend Yield % 

 

P/E Ratio x 
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Nestle PetroChina PepsiCo Boeing Novartis HSBC Chevron ABC Tencent
L'Oreal Wells Fargo Exxon Mobil Oracle Comcast CCB
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Debt Securities –  
Risk vs Margin vs Return 

 

 

Key Takeaways 
 The largest part of 

the fall in interest 
rates has been the 
decline in real 
interest rates. 

 Credit spreads have 
been relatively stable  

 The probability of 
default is not 
constant and 
increases during 
economic 
recessions 

 The reward for 
taking credit risk is 
little different than it 
has been for a 
number of years 

 

 

 

 

 

The probability of 
default, is not the same 
as bankruptcy 

 

 

 

 

 

 

 

 

 

 

Probability of 
Default 
Source: Moody’s 

 

 

 

 

 

In the August 2017 Investment Outlook, we wrote about the three components which 
make up longer term interest rates: 

1. Inflation 

2. Real Interest Rate, where Inflation + Real Interest Rate = Base Interest Rate 

3. Credit spread, where Base Interest Rate + Credit Spread = Interest Rate 

The interest rate may also include an amount to compensate for limited liquidity, 
called the illiquidity premium. This reflects the potential for receiving a lower price 
when selling the security because of few buyers in the market. 

Since August 2017, the interest rate on the New Zealand 10-year government bond 
(base interest rate) has fallen from 2.9%pa to a mediocre 1.3%pa. A small part of this 
reflects a modest decline in inflation expectations. By far the largest part of the 1.6% fall 
reflects a decline in the real interest rate. 

Credit Spreads 

A credit spread is the amount above the base interest rate that a borrower must pay to 
reflect the risk that they may default on the loan. While real interest rates have declined 
significantly, credit spreads have remained far more stable. The credit spread has to 
compensate investors for the risk of not being paid all the coupons when due and not 
being repaid the principal at the maturity date. When considering the degree of 
compensation needed we focus on the probability of default (this is the failure to make 
a coupon payment or repay principal when due) and the recovery rate when default 
occurs. It should be noted that the number of defaults, and thus probability of default, 
is not the same as bankruptcy. The number of firms that default and then become 
bankrupt is low.  

Probability of Default 

The probability of default is much lower for highly rated entities than it is for lowly rated 
companies. The probability of default is not constant, being higher during economic 
recessions. In addition, the probability of a longer term debt security experiencing a 
default is greater than for shorter term debt securities. This reflects the likelihood of a 
security being in existence during a recession is greater the longer a security is in 
existence. Based on data from 1983-2010, Moody’s calculate the following 
probabilities of default for one and five year terms: 

  

In 1 Year In 5 Years
Highest AAA 0.00% 0.09%

AA 0.02% 0.29%
A 0.06% 0.85%
BBB 0.20% 2.06%
BB 1.20% 11.51%
B 4.47% 26.52%

CCC 15.53% 51.80%
Lowest CC C 38.74% 71.65%

Investment grade Speculative grade

Credit RatingCredit Quality Probability of Default
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Companies in cyclical 
industries are more likely 
to default than ones that 
aren’t 

 

 
 

 

 

 

Recovery Rates 
Source: Moody’s 

 

 

 

 

Current credit margins 
comfortably cover the 
expected loss through 
default 

 

 

 

 

 

  

 

 

 

Debt Securities 
Preferences  
Source: Jarden 

 

 

 

Companies in cyclical industries (such as transport, media, retail, hotels) are more 
likely to default than ones that aren’t. This reflects the volatility of their earnings over 
time. Reflecting this, cyclical companies typically have lower levels of debt, are 
assigned lower credit ratings and can’t borrow for long terms.  

Recovery Rate 

The recovery rate is affected by whether the debt has security against specific assets 
of the company or is unsecured, and where the security ranks in the queue for being 
repaid. Based on data from 1982 to 2010 Moody’s calculate the following rates of 
recovery for different security types: 

  

Expected Loss 

The expected loss that the credit spread must compensate for can be calculated by 
multiplying the probability of default by the average loss rate.  Clearly the expected 
loss rate on an annual basis is relatively low. Therefore, current credit margins 
comfortably cover the expected loss through default and compensate for any 
illiquidity.  Importantly, the reward for taking credit risk is little different than it has been 
for a number of years, despite interest rates being very low. Consequently, we remain 
comfortable holding a diversified portfolio of New Zealand debt securities with varying 
degrees of credit risk.  

We acknowledge that investors who think a recession or severe economic downturn 
is looming should avoid lower quality debt securities. This is because the risk of 
default will rise as falling company earnings squeeze the viability of those companies 
with lower credit quality. Those companies with a high level of debt and a volatile 
earnings stream. We do not expect a recession in the shorter term, but continue to 
closely monitor the outlook given the economic weakness emerging. 

New Zealand Debt Security Opportunities 

In the heat map below we highlight what we believe to represent the best (green) and 
worst (red) value fixed interest securities in New Zealand. For more specific security 
recommendations, contact your Jarden adviser. 

 
 

1st Senior Secured Bond 51% 49%
2nd Senior Unsecured Bond 37% 63%
3rd Senior Subordinated 31% 69%
4th Subordinated 31% 69%
Last Junior Subordinated 25% 75%

Debt Type Average
Recovery Rate

Priority for
Repayment

Average Loss
Rate

most 1 0 9 7 6 4 3 1 0 least

Higher AA rated 4 .5 0 0 4 .5 0 0 5 .0 0 0 5 .0 0 0 2 .0 0 0

AA- rated 5 .0 0 0 5 .5 0 0 5 .5 0 0 n/a n/a

AA- rated (term 
deposit)

7 .5 0 0 6 .5 0 0 6 .0 0 0 n/a n/a

A rated 4 .5 0 0 5 .0 0 0 5 .5 0 0 4 .5 0 0 3 .0 0 0

A rated (term 
deposit)

6 .5 0 0 7 .0 0 0 6 .0 0 0 n/a n/a

BBB rated 5 .5 0 0 6 .0 0 0 6 .5 0 0 7 .0 0 0 n/a

Unrated (indicative 
BBB rated)

5 .5 0 0 5 .0 0 0 5 .0 0 0 5 .5 0 0 4 .0 0 0

Lower
Unrated (indicative 
BB rated)

7 .0 0 0 6 .5 0 0 6 .0 0 0 5 .5 0 0 n/a

< 2 years 2-3.5 years 3.5-5 years 5-6 years >6 years
Term to Maturity

Credit 
Quality
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US Dollar Run to End 
 

Key Takeaways 

 We expect the US 
dollar to soften 
due to reduced 
trade uncertainty 
and global 
economic 
recovery 

 The New Zealand 
dollar should 
consequently 
strengthen, with 
additional help 
from rising terms 
of trade. 

 

 

 

 

 

 

 

Economic policy 
uncertainty has aided 
the US dollar in recent 
times… 

 

 

 

US Dollar Index vs 
Economic Policy 
Uncertainty Index 

Source: Baker, Bloom and 
Davis, Refinitiv 

 

 

 
…but, a US-China trade 
truce should reduce 
uncertainty and take 
pressure off the US 
dollar 

 

 

Abating Support for the US Dollar 

The US dollar has been on an upward trend against most major currencies since March 
2018. However, we expect that the US dollar will soften somewhat over coming months 
for several reasons. 

Trade Truce  

Trade tariffs tend to put upward pressure on the currency of the country that imposes 
them. This is because it raises the prices for domestic businesses and households, which 
requires an appreciation of the currency to reduce the cost of imports and at least partly 
offset the extra costs from tariffs. This is what we have seen over the past 18 months as 
the US has ratcheted-up tariffs on Chinese imports. To an extent the US domestic price 
impact has been muted by the rising US dollar, which has made imports generally 
cheaper. 

As we set out in the Asset Allocation section, we consider that a trade truce between the 
US and China is the most likely outcome at this stage. Trade tensions between the two 
superpowers may simmer and tariffs may not be removed entirely, but we believe the 
incentives favour a more positive path than has been followed recently. This will 
probably ease the upward pressure on the US dollar from this source. 

Reduced Uncertainty 

The US dollar is a “safe haven” currency, which means that it tends to strengthen against 
most other currencies when global uncertainties and risks are high and rising. Over the 
past 18 months the US-China trade dispute and other uncertainties around the world, 
such as the interminable Brexit saga in the UK, aggressions involving Iran and its 
neighbours, domestic unrest in Hong Kong, and a slowing Chinese economy have 
combined to keep global investors on edge. In this environment US dollar assets have 
found favour amongst investors, which has supported the value of the US dollar. 

 

We consider the likely US-China trade truce and signs of stabilisation of China’s 
economy will reduce uncertainty the most. This is because they have the most pervasive 
economic effects through global trade and the confidence of businesses to hire and 
invest. In these areas we see improvements ahead, which will likely further lessen the 
upward pressure on the US dollar. Other current tensions are, at this stage, more 
localised and therefore their impacts likely to be more contained. 

100

150

200

250

300

350

86
88
90
92
94
96
98

100
102

Jan-17 Jul-17 Jan-18 Jul-18 Jan-19 Jul-19

US Dollar Index (LHS) Economic Policy Uncertainty Index (RHS)



Investment Outlook November 2019 

 

 

Jarden Securities Limited  |  NZX Firm  |  www.jarden.co.nz 33 

 

 

 

 

 

 

US Dollar – Euro 
Exchange Rate 
and US – Europe 
Manufacturing 
PMI Differences 

Source: Markit, Bloomberg, 
Refinitiv 

 

 

Economies outside 
the US may be about 
to improve, which 
would also take 
pressure off the US 
dollar 

 

 

NZ dollar’s 
performance has been 
mediocre, despite 
reasonable terms of 
trade 

 

NZ Dollar – US 
Dollar Exchange 
Rate and NZ 
Terms of Trade 
Index 

Source: Statistics NZ, Refinitiv 

 

 

NZ dollar should gain 
support from softer US 
dollar and terms of 
trade 

Global Economic Recovery 

In the absence of crises, it’s often the case that the US dollar strengthens when the US 
economy is doing well compared to the rest of the world. Relative economic 
performance between the US and Europe is a particularly strong driver of the US dollar – 
euro exchange rate, as the chart below illustrates. Since the beginning of 2018, the 
upward trend in the dollar’s value against the euro has been driven by the improving 
fortunes of US manufacturers relative to European manufacturers.  

 
However, economic fortunes may be about to even out a little over the coming twelve 
months or so. There are signs that industrial cycles are starting to bottom out in Europe 
and China. Any easing in trade tensions will certainly help the economic cause of these 
countries. In response to signs of some economic softness emerging in the US, the US 
Federal Reserve has begun interest rate reductions, which may continue into early next 
year. This will lessen the positive interest rate gap the US has over other countries, which 
will make the US dollar a bit less attractive from an investment point of view. 

Implications for the New Zealand Dollar 

In recent years, the gap between the New Zealand dollar – US dollar exchange rate and 
New Zealand’s terms of trade has been its widest over the past decade. The main 
reasons for the relatively subdued New Zealand dollar despite favourable terms of trade 
have been a faster fall in New Zealand interest rates compared to the US and periodic 
nervousness about commodity sensitive currencies like the New Zealand dollar. 

We expect that general softness in the US dollar will lead to the New Zealand dollar rising 
against that currency looking forward. We also expect a gradual uptick in China’s 
economy, particularly the domestic consumer part of the economy. Because China is 
New Zealand’s largest trading partner and buyer of our primary exports, this should 
underpin our terms of trade, and provide support for the Kiwi dollar. The reduction in 
trade policy uncertainty and resultant improvement in general risk sentiment should 
further boost the New Zealand dollar.  
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Jarden in the Community   
- Suter Art Gallery 

 

 

 

 

The Suter Art Gallery 
 

 
 

Source: Suter Art Gallery 
 
 
 
 
 
 
 

Bill Hammond (1947-)  
"All Along the Heaphy 
Highway" 1998, acrylic 
on canvas; Collection of 
The Suter Art Gallery 
Purchased with the 
10x10 Legacy Fund 
 

 
 

Source: Suter Art Gallery 

 
 

 

The Suter Art Gallery takes pride of place in Nelson’s Queens Gardens having come 
into being through the generosity of Bishop Andrew Burn Suter and his wife Amelia 
who donated some land, money and their art collection, which resulted in The Suter 
Art Gallery materialising. Bishop Suter was a keen art collector and recreational 
painter, founding the Bishopdale Sketching Club which became today’s Nelson Suter 
Art Society. The original gallery opened on 31 May 1899. After well over a century and 
mounting annual repair costs, the trust board led by its current chairman Craig Potton, 
launched a significant fund raising campaign which resulted in a $12 million 
redevelopment of the gallery. The redevelopment has been recognised through 
winning a number of architectural awards. Following the opening of the new building 
in October 2016, the gallery complex now boasts gallery spaces, storage space for 
the gallery’s extensive collection, a theatre, shop and café.  

A Cultural Investment With Longevity 

From humble beginnings The Suter Art Gallery how grown into a key asset for the city 
of Nelson. These days the gallery holds twenty exhibitions per year featuring local, 
national and international works, which attracts over 150,000 visitors annually. In 
addition, it contributes to the education of 5,000 plus school children and hosts 
theatrical events and art movies. Over the decades the Nelson region has been home 
to a vibrant art community, which the gallery helps support through adult art classes. 
Central to the gallery’s success is its art collection. The collection boasts landscapes 
by John Gully, modern art by Toss Woollaston, examples of British Modernism by 
William Gear, Ivon Hitchens and Bryan Wynter, as well as works by CF Goldie, 
Gottfried Lindauer, Bill Hammond and Colin McCahon. The collection is being added 
to in a judicial manner, through a policy which is focused on dislocation (which 
reflects the desire to challenge how viewers see the world, by providing a different 
interpretation as seen through the artist’s eyes) and the environment (which reflects 
the troubled relationship between mankind and the environment in which we all live). 

The Jarden Connection 

Since 1993, Francis Gargiulo of Jarden’s Nelson office has managed two funds that 
are key to the future of The Suter Gallery. Income from invested bequests funds new 
pieces of art for the collection. Jarden is also growing a special fund to ensure that the 
gallery building is able to be maintained and developed, and sponsors tables at the 
gallery’s annual fund raising dinner. 

Outlook 

Bishop Suter had a vision of a “picture gallery for the people of Nelson”, 120 years 
later it is more than fulfilling this dream. Today the gallery is open 362 days a year and 
admission is free. Free admission reflects the contribution made by Nelson City rate 
payers to the ongoing operation of the gallery and the desire to entertain, educate 
and challenge both Nelson’s residents and visitors to the Nelson region. Anyone 
wishing to learn more about the Suter Gallery, including upcoming exhibitions, 
events, how to volunteer, educational opportunities, or how to make a donation 
should visit the website www.thesuter.org.nz.  
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Compass - Investing a 
Lump Sum    
 

 

Key Takeaways 
 Attempting to time 

investments can be 
difficult and costly  

 It can be best to put 
cash and debt 
security allocations 
to work right away 
to mitigate potential 
drag on returns. 

 There are good 
reasons to stagger 
equity investments 
over time.  

 

 

 

 

 

 

 
 

Going from a plan to 
reality isn't 
straightforward 

 

 

 

 

 

 

 

 

 
 

Frequency of 
Trading Near All-
time Highs (S&P500 
index log returns) 
Source: Bloomberg, Jarden 

 

 

 

 

 

For many people receiving a lump sum of money can be a turning point in their lives. 
When financial markets are uncertain, as they are today, it can be difficult to know 
when to put the funds to work. Regardless of whether the lump sum was from a 
business sale, inheritance or a pension pay-out, it is worth being aware of the different 
strategies to deal with investing a lump sum and the common biases that may occur.  

Establish a Plan 

The most important first step is to devise an investment plan that is tailored to meet 
your financial objectives and risk profile. The liquidity, longevity, legacy approach is a 
good starting point for handling any lump sum, regardless of its origin. This framework 
is geared toward aligning the investment portfolio with your financial objectives. 

Liquidity – planning adequately for future liquidity needs reduces the risk of being 
forced to sell assets with high return potential at the wrong time. 

Longevity – with short-term cash needs met by the liquidity strategy, funds can be 
invested in assets focused on long-term growth, designed to satisfy lifetime needs. 

Legacy - a strategy of allocating a portion of the funds to assets with a very long 
investment time horizon, such as those that offer an illiquidity premium or seek to profit 
from long-term trends in society or technology. 

Common Behavioural Biases 

Going from a plan to reality isn't straightforward. It can take time to come to terms with 
fluctuations in the value of a new investment, especially for investors that are not as 
accustomed to the greater price transparency of public markets where security prices 
are constantly displayed. While it is understandable to worry about the ups and downs 
of equity prices and market risk, there are several behaviours to be wary of: 

Timing the market – attempting to make new investments at the perfect time (i.e. 
buying equities at their lowest level) is inherently difficult. It is particularly tempting to 
hold onto cash when equity markets are trading near all-time highs. However, in reality 
equities frequently trade close to record highs - the S&P 500 trades within 5% of a 
record high 60% of the time, and only 12% of the time more than 20% below its last all-
time high. Consequently, waiting for an equity market correction can take months or 
even years to materialise, creating a consistent drag on investment portfolio returns. 
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Concern over record 
equity market highs can 
be overdone 

 

 

 

 

 

 

Recovery From 
Equity Market 
Trough Back to Prior 
High  
Source: Bloomberg, Jarden 

 

 

 

 

 

 

 

 

 

Tactically acquiring 
equity securities when 
value opportunities 
present themselves 

 

 

 

Best practice is to 
establish a set 
schedule for 
implementation 

Over-allocating to the familiar – this reflects investors being more comfortable 
acquiring securities they already own or understand well. This detracts from forming a 
diversified investment portfolio and improving risk-adjusted returns. 

Potential Investment Strategies 

1. Immediate Investment – This can feel uncomfortable for many investors given 
the late stage in the economic cycle and equity markets near peak levels. However, as 
mentioned previously, concern over record highs can be overdone. Based on 
historical data, fully investing a new portfolio immediately, on average, produces a 
better investment return than strategies that phase in or wait for a sizable market 
correction. However, for larger lump sums the potential risk of bad timing becomes 
more prominent, and therefore phasing into markets can be more palatable.  

2. Buying Debt Securities Immediately and Staggering Equities 
Investment 

In two relatively extreme examples (tech bubble in 2000 and global financial crisis in 
2008) it took an equity-only portfolio approximately 3-4 years to recover from the 
trough back to its prior equity market high.  

 

This would be a distressing wait for an investor who has mistimed the investment of a 
large lump sum. This can be mitigated by securing the portfolios allocation to lower 
risk assets such as cash and debt securities immediately, while phasing investment 
into riskier assets such as equities. This provides a partial hedge in that if equity 
markets fall, the value of the debt securities would typically rise modestly, resulting in 
some additional capital to deploy as the investor "rebalances" into equities.  

3. Staggered Equities Implementation with a Focus on Valuation 

This involves broadly dividing the lump sum to be invested into even instalments and 
investing at regular intervals over a predetermined timeframe according to the target 
asset allocation. However, the acquisition of equity securities is accelerated when 
value opportunities present themselves. Tactically acquiring equities has much more 
potential to add value than tactically acquiring debt securities. By taking into account 
different asset class valuations, in particular equity market valuations, we have found 
that investors can gain some of the benefits of investing immediately while retaining 
some of the benefits of a staggered investment approach. If individual equity 
securities appear expensive we recommend investing in exchange traded funds (ETF) 
to provide broad exposure to each asset class. Subsequently, as more attractive prices 
present themselves, the particular equities can be bought and the ETF exposure sold 
to fund the purchase.  

Regardless of which implementation strategy is chosen, we believe it is best to 
establish a set schedule for implementation, which should incorporate investment 
milestones and price targets. Your Jarden adviser can help guide you through a key 
event like this, allowing you to devote more of your time to your family, travel, or other 
interests. The most important role of the adviser is to avoid surprises, so it is important 
that when implementing a new portfolio that you understand the pros and cons of the 
implementation strategy being adopted, and that the agreed approach is followed. 
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    Calendar  
        Major Events: November 2019 - January 2020 

 
 

 

Economic Events      Central Bank Decisions  Political Events

NZ Consumer Confidence 1 Nov China PMI
US Manufacturing PMI 2 Nov US Unemployment Rate

5 Nov 2nd China International Import Expo
NZ Unemployment Rate 6 Nov US Non-Manufacturing PMI

China Trade Balance 8 Nov 8 Nov UK BoE Interest Rate Decision
UK GDP 11 Nov

NZ Net Migration 12 Nov Australia Business Confidence
Australia Consumer Confidence 13 Nov UK CPI 13 Nov NZ RBNZ Interest Rate Decision

EU Industrial Production
Japan GDP 14 Nov China Industrial Production

EU GDP
NZ PMI 15 Nov

US Retail Sales 16 Nov 16 Nov APEC Summit in Chile

EU Consumer Confidence 22 Nov Australia PMI 
Japan PMI

US GDP 28 Nov NZ Business Confidence
EU Business Confidence EU Consumer Confidence

NZ Consumer Confidence 29 Nov EU Unemployment Rate

China PMI 2 Dec
US Manufacturing PMI 3 Dec 3 Dec Australia RBA Interest Rate Decision

US Non-Manufacturing PMI 5 Dec EU GDP
US Unemployment Rate 7 Dec

China Trade Balance 8 Dec
Japan GDP 9 Dec

Australia Business Confidence 10 Dec
Australia Consumer Confidence 11 Dec

NZ Net Migration 12 Dec EU Industrial Production 12 Dec US Fed Interest Rate Decision
NZ PMI 13 Dec

US Retail Sales 14 Dec
China Industrial Production 16 Dec

NZ Business Confidence 17 Dec
18 Dec UK CPI

NZ GDP 19 Dec 19 Dec Japan BoJ Interest Rate Decision
NZ Consumer Confidence 20 Dec UK GDP 20 Dec UK BoE Interest Rate Decision

Switzerland Federal Election
US GDP 21 Dec EU Consumer Confidence

08 Jan EU Business Confidence
EU Unemployment Rate 09 Jan

EU Consumer Confidence

UK CPI 15 Jan EU Industrial Production
NZ PMI 17 Jan US Retail Sales

21 Jan Japan BoJ Interest Rate Decision

EU Business Confidence 30 Jan EU Unemployment Rate 30 Jan US Fed Interest Rate Decision
US GDP 31 Jan EU GDP 31 Jan UK BoE Interest Rate Decision
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   Your Local  
  Jarden Team 

 

 

Auckland Auckland Freephone 0800 805 584
Level 39, ANZ Centre, 23- 29 Albert Street, Jeremy Ashcroft 09 307 5724 Phil Picot 09 307 5717
PO Box 5333, Auckland Amanda Chen 09 302 5582 Martin Poulsen 09 307 5725

Tony Connolly 09 307 5721 David Pretorius 09 302 5576
Victoria Park, Auckland Mark Gatward 09 307 5718 Simon Ravenscroft 09 302 5594
Unit 55a, 95 Union Street, Freemans Bay, Murray Graham 09 307 5714 Roy Savage 09 302 5529
PO Box 5333, Auckland Rob Hawkins 09 302 5574 William Savage 09 307 5713

Jo Hikaka 09 307 5722 David Sommerville 09 302 5567
Cambridge Andrew Horton 09 307 5732 Brett Steven 09 307 5705
30 Gillies Street Lory Luo 09 307 5739 Stephen Wright 09 307 5733
Cambridge 3434 Kristan Mines 09 307 5744 James Young 09 307 5731

Simon Myhre 09 307 5715
Havelock North
Level 1, The Village Exchange, 1 Havelock Road, Victoria Park, Auckland Phone 09 307 5702
PO Box 28153, Havelock North Patrick McCarthy 09 307 5749 Sean Poulton 09 302 5561

Brian Moss 09 307 5712 Chris White 09 302 5596
Wellington
Level 14, ANZ Centre, 171 Featherston Street, Havelock North Freephone 0800 562 543
PO Box 3394, Wellington Andrew Atkinson 06 877 9074 John Lockie 06 871 5883

Brent Greig 06 871 5889 Deborah Murdoch 06 871 5881
Nelson Sam Howard 06 871 5887 Adrian Woodhams 06 871 5888
Level 1, 6 Akersten Street,
PO Box 114, Nelson Wellington Freephone 0800 800 968

Andrew Austin 04 496 5320 James Malden 04 474 4013
Christchurch  Kyle Edmonds 04 474 4019 Angus Marks 04 496 5321
Level 1, 148 Victoria Street, Scott Fowler 04 474 4039 Graham Nelson 04 496 5318
PO Box 25258, Christchurch Michael Grace 04 474 4454 Graham Parlane 04 496 5348

Jonathan Glass 04 496 5317 Bryan Shepherd 04 474 4014
Queenstown Ralph Goodwin 04 496 5363 Sam Stanley 04 474 4436
The Station, 25 Shotover Street Simon Hogg 04 474 4015 Anton van der Wilt 04 496 5333
Queenstown 9300 Philip Hunter 04 496 5312 Chris West 04 496 5314

Peter Irwin 04 496 5316 Glenn Wilson 04 496 5332
Greg Main 04 474 4061

Nelson Freephone 0800 502 828
Francis Gargiulo 03 548 8319 Aaron Shields 03 548 8319
Greg Lillico 03 548 8319

Christchurch Freephone 0800 123 053
Johnny Cochrane 03 366 5370 Bevan O'Sullivan 03 336 5382
Ian Dalley 03 336 5374 Matthew Rose 03 336 5378
Hannah Donaldson 03 336 5372 Stuart Thomas 03 336 5371

Queenstown Cambridge
Anna Boland 03 441 8404 Johnathan Bayley 021 0818 2075

Steivan Juvalta 021 222 9022

Fixed Income
Jo Hikaka 09 307 5722 Ben Petro 04 474 4057

Research
Tim Agar 04 474 4438 John Norling 04 496 5343
John Carran 04 496 5369 Ted Tsui 09 302 5569
Peter Irwin 04 496 5316

Website www.jarden.co.nz Email   firstname.surname@jarden.co.nz
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Limitations and Disclaimer 
 

Copyright: Jarden 
Securities Limited and 
its related companies, 

2019 All rights 
reserved 

This publication has been prepared by Jarden 
Securities Limited for distribution to clients of 
Jarden Securities Limited on the basis that no part 
of it will be reproduced, altered in any way, 
transmitted to, copied to or distributed to any other 
person without the prior express permission of 
Jarden Securities Limited. The information, 
investment views and recommendations in this 
publication are provided for general information 
purposes only. To the extent that any such 
information, views and recommendations 
constitute advice, they do not take into account any 
person’s particular financial situation or goals and, 
accordingly, do not constitute personalised 
financial advice under the Financial Advisers Act 
2008, not do they constitute advice of a legal, tax, 
accounting or other nature to any person. We 
recommend that recipients seek advice specific to 
their circumstances from their adviser before 
making any investment decision or taking any 
action.  

This publication does not, and does not attempt to, 
contain all material or relevant information about 
the subject companies or other matters herein. The 
information is published in good faith and has been 
obtained from sources believed to be reliable, 
accurate and complete at the time of preparation, 
but its accuracy and completeness is not 
guaranteed (and no warranties or representations, 
express or implied, are given as to its accuracy or 
completeness). To the fullest extent permitted by 
law, no liability or responsibility is accepted for any 
loss or damage arising out of the use of or reliance 
on the information provided including without 
limitation, any loss of profit or any other damage, 
direct or consequential. Information, opinions and 
estimates contained herein reflect a judgement at 
the date of publication by Jarden Securities Limited 
and are subject to change without notice. Jarden 
Securities Limited is under no obligation to update 
or keep current any of the information on this 
publication. Research may include material sourced 
from Credit Suisse Group. To the fullest extent 
permitted by law, Credit Suisse Group shall have no 
liability to Jarden Securities Limited or clients or 
prospective clients of Jarden Securities Limited or 
any other person in relation to such research 
material. All investment involves risk. The bond 
market is volatile.  

Bonds carry interest rate risk (as interest rates rise, 
bond prices usually fall, and vice versa), inflation risk 
and issuer and credit default risks. Lower quality 
and unrated debt securities involve a greater risk of 
default and/or price changes due to potential 
changes in the credit quality of the issuer. The price, 
value and income derived from investments may 
fluctuate in that values can go down as well as up 
and investors may get back less than originally 
invested. Past performance is not indicative of 
future results, and no representation or warranty, 
express or implied, is made regarding future 
performance or investment returns. Reference to 
taxation or the impact of taxation does not 
constitute tax advice.  

 

The levels and bases of taxation may change. The 
value of any tax reliefs will depend on investors’ 
circumstances. Investors should consult their tax 
adviser in order to understand the impact of 
investment decisions on their tax position. Where 
an investment is denominated in a foreign currency, 
changes in rates of exchange may have adverse 
effect on the value, price or income of the 
investment. The market in certain investments may 
be unavailable and/or illiquid meaning that 
investors may be unable to purchase, sell or realise 
their investments at their preferred volume and/or 
price, or at all. Jarden Securities Limited, its 
employees and persons associated with Jarden 
Securities Limited may (i) have held or hold 
securities mentioned in this publication (or related 
securities) as principal for their own account, (ii) 
have provided investment advice or other 
investment services in relation to such securities 
within the last twelve months, and (iii) have other 
financial interests, including as a shareholder of the 
Jarden group of companies (“Jarden Group”), in 
the matters mentioned herein. Investors should 
assume that Jarden Securities Limited, its related 
companies and affiliated persons and Credit Suisse 
Group, with whom Jarden Group has a strategic 
alliance, do and seeks to do investment banking 
business with companies covered in its research 
reports. Specific additional disclosures will be made 
in relation to companies where Jarden Group has a 
transaction role and publishes research. This 
publication is intended for distribution only to 
market professional, institutional investor and retail 
investor clients in New Zealand and other 
jurisdictions to whom, under relevant law, this 
publication lawfully may be distributed. It may not 
be distributed in any other jurisdiction or to any 
other persons. 

Jarden Securities Limited is a NZX Firm. 

A Disclosure Statement is available on request,  
free of charge. 
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