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Global shares

Global share markets made impressive gains in the
December quarter, with MSCI ACWI Index — Net
returning 7.5% hedged NZD terms. Much of the gains
were driven by a de-escalation in US-China trade
frictions after the two sides finally agreed on a ‘phase
one’ trade deal that will see

China increase its purchases of US energy, farm and
manufactured goods and the US reduce some tariffs on
Chinese products. The agreement also addresses US
concerns over its trade and technology secrets, with
China agreeing to better protect American intellectual
property rights. Share markets also benefited from

the US Federal Reserve's decision to cut interest rates
again in October, tentative signs of ‘green shoots’ in the
global manufacturing sector and hopes of an orderly
Brexit following the Conservative Party’s win in the UK
general election. Stocks in the US (8.5%"), Japan
(8.7%?2), China (7.4%?), Europe (4.9%*) and the UK
(1.8%°5) were all higher for the quarter.

New Zealand shares

The New Zealand share market was stronger over the
period, returning 5.3%¢ and hitting further record
highs in the process. Local stocks benefited largely
from positive US-China trade developments, a series of
encouraging domestic economic data and an uptick in
corporate activity, including Kathmandu'’s acquisition of
surfing brand Rip Curl for around $370 million. Stocks
were also well supported by evidence of improving
global manufacturing activity and easing Brexit
concerns.

Australian shares

Australian shares made modest gains in the fourth
quarter, returning 0.7%/7. Gains were driven by easing
(global) trade and political uncertainty, the Reserve
Bank of Australia’s decision to lower interest rates in
October and news the central bank considered cutting
rates again in November. Stocks also benefited from
strong gains across the major miners and further
corporate activity, including an $8.6 billion bid from
Canada’s Alimentation Couche-Tard for Caltex
Australia.
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Global listed property

Global listed property also made modest gains for

the quarter, returning 0.7%?2 in hedged NZD terms.
Property stocks benefited from the general ‘risk on’ tone
that permeated global equity markets over the period.
However, gains were kept in check by higher long-term
bond yields, which rose amid encouraging US-China
trade and Brexit developments.

Global listed infrastructure

The global listed infrastructure market recorded good
gains in the fourth quarter, returning 3.0%? in hedged
NZD terms. Listed infrastructure stocks got caught up
in the broader rally in global share markets we saw over
the period. However, like global listed property, the
market’s gains were limited by rising bond yields

Global fixed income

Global bonds were weaker over the period, returning
-0.6%" in hedged NZD terms. Longer-term
government bond yields were higher (prices lower)

for the quarter as investors tended to favour riskier
assets amid an easing in US-China trade hostilities and
renewed optimism regarding the global growth outlook.
Credit markets performed well as spreads narrowed
over the period.
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New Zealand fixed income . .
Figure 2. Global Fixed Interest
The New Zealand bond market was also weaker in the .
fourth quarter, returning -2.0%". Domestic long-term 8%
bond yields tracked their global counterparts higher 7%
over the period; driven in part by improving US-China 6%
relations and news the local economy expanded by 5%
more than expected in the third quarter. The yield on 49
0
New Zealand 10-year government bonds closed the .
quarter 56 basis points higher at 1.65%. 3%
2%
New Zealand dollar 1%
The NZD made strong gains over the quarter, benefiting 0% I ]
from the Reserve Bank of New Zealand's decision 1%
to leave interest rates on hold, some encouraging Quarter One Year  Three Years
domestic economic data and stronger commodity [C] Bloomberg Barclays Global Aggregate Bond Index $NZ Hedged
prices. The NZD rose 8.2% against the Japanese yen,
7.3% against the US dollar, 4.7% against the euro and
3.6% against the Australian dollar. The currency gained
a more modest 0.6% against the British pound, while
the broader New Zealand Trade-Weighted Index closed
the quarter up 5.1%"2.
Note: all returns are in local currencies unless otherwise stated.
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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 5.3% 31.6% 19.9% 16.9%
Global
MSCI ACWI Index — Net? 1.3% 25.8% 13.7% 11.7%
MSCI ACWI Index — Net (NZD hedged)* 7.5% 25.4% 12.0% 9.9%
us
S&P 500 Index 8.5% 28.9% 13.0% 9.4%
NASDAQ Composite Index 12.2% 35.2% 18.6% 13.6%
Australia
S&P/ASX 300 Accumulation Index 0.7% 23.8% 10.3% 9.1%
China
Shanghai Shenzhen CSI 300 Index 7.4% 36.1% 7.4% 3.0%
Eurozone
EURO STOXX 50 Price Index 4.9% 24.8% 4.4% 3.5%
Japan
Tokyo Stock Exchange Tokyo Price Index (TOPIX) 8.4% 15.2% 4.3% 4.1%
Asia Pacific
MSCI Asia Pacific ex Japan Index (USD) 10.1% 15.8% 9.0% 3.4%
UK
FTSE 100 Index 1.8% 12.1% 1.8% 2.8%
Emerging Markets
MSCI Emerging Markets Index (USD) 11.8% 18.4% 11.6% 5.6%
Fixed Interest New Zealand
Bloomberg NZ Bond Composite Index -2.0% 4.9% 4.9% 4.8%
S&P/NZX A-Grade Corporate Index -1.2% 5.2% 5.1% 5.1%
Global
Bloomberg Barclays Global Aggregate Index (NZD hedged) -0.6% 7.5% 4.4% 4.7%
Property Global
FTSE EPRA/NAREIT (NZD Hdgd) 0.7% 21.5% 8.3% 7.2%
Infrastructure Global
S&P Global Infrastructure Index (NZD hedged) 3.0% 25.5% 10.6% 8.1%
Commodities Thomson Reuters/CoreCommodity CRB Commodity Index USD) 6.8% 9.4% -1.2% -4.2%
31-Dec-19 30-Sep-19 31-Dec-18 31-Dec-16 31-Dec-14
Gold spot price (USD) 1,517.27 1,472.49 1,282.54 1,147.50 1,198.87
West Texas Intermediate crude oil (USD) 61.06 54.07 45.41 53.72 53.27
Currencies NZD/USD 0.6735 0.6277 0.6713 0.6968 0.7829
NZD/AUD 0.9617 0.9287 0.9520 0.9622 0.9569
NZD/GBP 0.5136 0.5106 0.529 0.5671 0.5033
NZD/EUR 0.6011 0.5739 0.5865 0.66 0.644
NZD/JPY 73.28 67.73 74.09 80.99 93.56
New Zealand Trade Weighted Index 73.82 70.23 73.48 77.77 79.30
Volatility Chicago Board Options Exchange Volatility Index (VIX) 13.78 16.24 25.42 14.04 19.20

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 © 2020 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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