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Global shares

Global share markets made strong gains in the
September quarter, with the MSCI ACWI Index — Net
returning 7.1% in unhedged NZD terms. In hedged
NZD terms, returns were more modest (0.9%). Much
of the gains can be attributed to expectations slowing
global growth and ongoing trade disputes will force
more central banks to cut interest rates. During the
period, we saw further evidence global manufacturing
activity is weakening, with the latest flash purchasing
manager indices in the US, Europe and Japan
continuing to underwhelm. At the same time, a lack of
meaningful progress in US-China trade negotiations
sparked fears that a protracted trade war could
eventually push the global economy into recession. In
response, the US Federal Reserve (Fed) cut rates twice,
while both the Reserve Bank of New Zealand (RBNZ)
and the Reserve Bank of Australia (RBA) lowered

their respective cash rates to record lows. Elsewhere,
the European Central Bank reduced its deposit rate
and introduced fresh stimulus measures; notably the
resumption of quantitative easing. Stocks in the US
(1.2%") hit further highs on the back of looser monetary
policy and the Fed’s commitment to act as appropriate
to sustain the country’s current expansion. Share
markets in Europe (2.8%72) and Japan (2.3%?3) were also
positive for the quarter, while stocks in China (-0.3%*)
and the UK (-0.2%°) weakened, albeit modestly. China's
share market was impacted by evidence the country’s
trade war with the US is hurting growth, while UK
stocks struggled as Brexit uncertainty reached new
heights.

New Zealand shares

The New Zealand share market was stronger for the
quarter, returning 4.4%° and hitting a record high
in the process. Local stocks benefited largely from
the RBNZ's decision to cut the official cash rate to a
new low of just 1.00% in August. The move came as
the Bank conceded that growth had slowed over the
past year and that a lower cash rate was necessary
to continue to meet its employment and inflation
objectives. Stocks were also supported by better-
than-expected June quarter inflation data and news
the unemployment rate fell to an 11-year low of 3.9%
over the same period. The market had expected the
unemployment rate to rise to 4.3% or 4.4%.
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Australian shares

Australian shares performed well in the third quarter,
returning 2.6%/7’. Gains were driven by the RBA's
decision to cut interest rates in July (plus speculation

of more to come) and looser monetary policy globally.
Stocks also benefited from some positive US earnings
results and news the economy added three-times as
many jobs as anticipated in July; though this was offset
by a modest uptick in the unemployment rate in August.

Global listed property

Global listed property made strong gains for the quarter,
returning 5.8%2% in hedged NZD terms. Property stocks
benefited from a further decline in longer-term bond
yields as well as their traditionally defensive qualities

in the face of heightened geopolitical risks; notably
ongoing Sino-US trade frictions and Brexit uncertainty.

Global listed infrastructure

The global listed infrastructure market recorded

good gains in the third quarter, returning 2.6%? in
hedged NZD terms. Listed infrastructure stocks rose
as investors continued to favour higher-yielding assets
against a backdrop of declining long-term bond yields.
The asset class also benefited from its traditionally
defensive characteristics in the face of heightened
growth and trade uncertainty.

Figure 1. Global Equities
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Global fixed income

Global bonds posted good gains for the quarter,
returning 2.5%7 in hedged NZD terms. Longer-term
government bond yields were lower (prices higher)
over the period as more and more central banks moved
to cut interest rates in response to slowing growth

and the ongoing risks associated with US-China trade
negotiations. Credit markets were mixed.

New Zealand fixed income

The New Zealand bond market also made good gains
over the period, returning 2.4%". Domestic long-term
bond yields tracked their global counterparts lower;
driven largely by the RBNZ's decision to cut interest
rates in August and a broad ‘flight to quality’ in the
face of heightened geopolitical risks. The yield on New
Zealand 10-year government bonds closed the quarter
48 basis points lower at 1.09%.

New Zealand dollar

A combination of falling interest rates, softer domestic
growth and weaker commodity prices contributed to a
sharp decline in the New Zealand dollar (NZD) over the
quarter. The NZD fell 6.2% against the US dollar, 6.0%

Figure 2. Global Fixed Interest
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against the Japanese yen, 3.4% against the British
pound, 2.9% against the Australian dollar and 2.5%
against the euro. The broader New Zealand Trade-
Weighted Index closed the quarter down 4.1%".

Note: all returns are in local currencies unless otherwise stated.

Figure 3. New Zealand Equities
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Figure 4. New Zealand Fixed Income
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12 The trade-weighted index for the NZD is an indicator of movements in the average value of the NZD against the currencies of our major

trading partners.
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LAST ONE THREE FIVE
QUARTER YEAR YEARS YEARS
Equities New Zealand
S&P/NZX 50 Index Gross with Imputation Credits 4.4% 18.0% 15.3% 17.1%
Global
MSCI ACWI Index — Net? 71% 7.2% 15.4% 11.5%
MSCI ACWI Index — Net (NZD hedged)* 0.9% 1.8% 11.0% 9.2%
us
S&P 500 Index 1.2% 2.2% 11.1% 8.6%
NASDAQ Composite Index -0.1% -0.6% 14.6% 12.2%
Australia
S&P/ASX 300 Accumulation Index 2.6% 12.6% 11.9% 9.5%
China
Shanghai Shenzhen CSI 300 Index -0.3% 10.9% 5.4% 9.2%
Eurozone
EURO STOXX 50 Price Index 2.8% 5.0% 5.9% 2.0%
Japan
Tokyo Stock Exchange Tokyo Price Index (TOPIX) 2.4% -12.6% 6.3% 3.7%
Asia Pacific
MSCI Asia Pacific ex Japan Index (USD) -4.9% -4.5% 3.6% 1.2%
UK
FTSE 100 Index -0.2% -1.4% 2.4% 2.3%
Emerging Markets
MSCI Emerging Markets Index (USD) -4.2% -2.0% 6.0% 2.3%
Fixed Interest New Zealand
S&P/ANZ New Zealand All Government Stock Index 2.4% 8.4% 4.7% 5.8%
S&P/NZX A-Grade Corporate Index 2.2% 7.8% 5.0% n/a
Global
Bloomberg Barclays Global Aggregate Index (NZD hedged) 2.5% 10.0% 3.9% 5.5%
Property Global
FTSE EPRA/NAREIT (NZD Hdgd) 5.8% 13.7% 7.2% 9.4%
Infrastructure Global
S&P Global Infrastructure Index (NZD hedged) 2.6% 18.0% 10.2% 9.4%
Commodities Thomson Reuters/CoreCommodity CRB Commodity Index USD) -3.9% -10.9% -2.3% -9.0%

30-Sep-19 30-Jun-19 30-Sep-18 30-Sep-16 30-Sep-14

Gold spot price (USD) 1,472.49 1,409.55 1,192.52 1,315.87 1,207.26
West Texas Intermediate crude oil (USD) 54.07 58.47 73.25 48.24 91.16
Currencies NZD/USD 0.6277 0.6694 0.6616 0.7231 0.7767
NZD/AUD 0.9287 0.9561 0.9169 0.9490 0.891
NZD/GBP 0.5106 0.5284 0.5058 0.5582 0.4782
NZD/EUR 0.5739 0.5889 0.5682 0.6453 0.6121
NZD/JPY 67.73 72.08 75.10 73.10 85.01
New Zealand Trade Weighted Index 70.23 73.20 72.08 76.97 75.96
Volatility Chicago Board Options Exchange Volatility Index (VIX) 16.24 15.08 12.12 13.29 16.31

A Russell Global Large Cap Index until 30 September 2018, MSCI ACWI Index — Net thereafter
* Russell Global Large Cap Index (NZD hedged) until 30 September 2018, MSCI ACWI Index — Net (NZD hedged) thereafter
All returns in local currency terms unless otherwise stated.
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IMPORTANT INFORMATION

The information contained in this publication was prepared by Russell Investment
Group Limited on the basis of information available at the time of preparation. This
publication provides general information only and should not be relied upon in making
an investment decision. Before acting on any information, you should consider the
appropriateness of the information provided and the nature of the relevant Russell
Investments’ fund having regard to your objectives, financial situation and needs. In
particular, you should seek independent financial advice and read the relevant Product
Disclosure Statement or Information Memorandum prior to making an investment
decision about a Russell Investments’ fund. Accordingly, Russell Investment Group
Limited and their directors will not be liable (to the maximum extent permitted by

law) for any loss or damage arising as a result of reliance being placed on any of the
information contained in this publication. None of Russell Investment Group Limited,
any member of the Russell Investments group of companies, their directors or any other
person guarantees the repayment of your capital or the return of income. All investments
are subject to risks. Significant risks are outlined in the Product Disclosure Statements
or the Information Memorandum for the applicable Russell Investments’ fund. Past
performance is not a reliable indicator of future performance. The Product Disclosure
Statements or the Information Memorandum for the Russell Investments’ funds (as
applicable) are available by contacting Russell Investment Group Limited on 09 357
6633 or 0800 357 6633.

The Russell Indexes mentioned in this document are trademarks of Frank Russell
Company (Russell). Russell is the owner of the Russell trademarks and all trademark
rights related to the Russell trademarks, which the members of the Russell Investments
group of companies are permitted to use under license from Russell. The members of
the Russell Investments group of companies are not affiliated in any manner with Russell
or any entity operating under the ‘FTSE Russell’ brand.

Copyright © 2019 Russell Investments. All rights reserved. This information contained in
this documents is proprietary and may not be reproduced, transferred, or distributed in
any form without prior written permission from Russell Investments.
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