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Shares Rise in March

The New Zealand share  market provided positive returns 
in March with the NZX 50 index rising 2.7% for the month. 
Overall New Zealand returns were firm despite large 
capitalisation companies declining during the period. A2 
Milk, the fourth largest company by market capitalisation 
continued to slide and Meridian Energy, the fifth largest, fell 
as the implications of the Clean Energy ETF that pushed the 
share price up in early 2021 having to rebalance its holding 
and  selling a significant volume of shares in mid-March 
were absorbed by the market. In contrast the NZX Small 
Cap index  which consists of companies outside the NZX50 
index was up 4.7%. Tilt Renewables stood out with a 23% 
gain as sale of the company to an investor consortium was 
agreed. Although New Zealand returns were favourable the 
local market was outshone by the Australian stock exchange 
and share markets in the United States and Europe. Returns 
from these geographies were assisted by the New Zealand 
dollar weakening over the period. The Australian ASX200 
index was up 4.9% in NZ dollar terms and US S&P 500 
provided New Zealand investors with an 8.9% return for 
the month.

Interest Rates Reverse

The returns from shares diverged from fixed income 
returns. The local bond market was effectively flat for the 
month whereas global bonds made a negative contribution, 
the global aggregate index falling 1.9%.

Wholesale interest rates rose  as investors see the 
continuing loose monetary policy implemented by Central 
Banks pushing prices higher enabling inflation to appear in 
economies around the world. Adding to this inflationary 
impulse is increased government spending which is intended 
to drive up demand for goods and services. March saw the US 
Government pass its US$1.9 trillion stimulus plan and seek 
authority for a further US$2 trillion of infrastructure and 
other targeted spend. Central Banks have stated that they 
will not intervene and will allow inflation to exceed target 
levels in the near term. Conversely the share markets are 
beneficiaries of fiscal stimulus . Although the rate at which 
COVID vaccination is uneven and hospitalisation rates are 
again on the increase in some countries, share investors 
are looking optimistically to a post COVID economic 
environment. It is anticipated that pent-up demand exists 
which together with higher COVID induced savings will 
provide earnings growth to cyclical businesses. In addition 
to this recovery trade, a trend away from growth companies, 
that is businesses without current profits dependent on 
future earnings, to cyclical businesses, who make or sell 
discretionary items that are in demand when the economy 
is doing well, like airlines and retailers, and financials like 
banks is emerging. This thematic represents a broadening 

of investment markets with less reliance on a small number 
of highly rated stocks. Price appreciation should be driven 
by increasing earnings rather than expansion of already 
stretched valuation multiples.

Property Investment Shake-up

The investment framework applying to the New Zealand 
residential property market has been dramatically altered 
in an unheralded policy move. The implications for share 
investors appear to be marginally positive. New construction 
demand is strong which should support the foundations 
of building supply companies. Redirection of investment 
capital from residential housing to the share market may 
also provide some incremental support.

Commodity Prices Stay Up Despite Supply Chain 
Disruption

Both hard and soft commodity pricing remains resilient. 
Copper, regarded as an indicator of broad economic health, 
has held at high levels after a large increase in price in 
February. Elevated  mineral prices are supporting resource 
companies generally. Whole Milk Powder of key importance 
to New Zealand dairy farmers reached its highest level in 
7  years. A buoyant dairy sector  is supportive of the New 
Zealand economy more broadly. 

Outlook

Increased interest rates represent a reversal from the recent 
expectation of negative rates. Although interest rates have 
lifted, they remain low in historical terms. Current market 
pricing suggests that further rises will be over an extended 
timeframe and that the investors should expect low returns 
from this asset class for some time. Therefore, the appeal 
of fixed income remains subdued and shares represent the 
best opportunity to build wealth. The outlook for shares is 
not uniform and investors should not rely on share values 
rising indiscriminately. Reduced exposure to interest 
rate sensitive shares, like listed property, appears prudent 
together with exposure across both  growth and value or 
cyclical based companies. Within Australasia the defensive 
New Zealand share market had a stellar prior 12 months and 
much of the anticipated recovery since COVID is already 
priced in. Australia appears to offer greater potential 
with a larger financials sector which should benefit from 
rising rates and a significant resources sector which is 
experiencing increasing demand despite the ravages of 
COVID. Consequently, we continue to be underweight to 
fixed interest and cash for most client portfolios with a 
preference towards shares. 



Allocation to long-term benchmarks

Sector Position Comment

Cash Underweight Reduce cash, negligible return

Fixed Interest Underweight Returns expected to be low in short to medium term

Australasian 
shares Overweight Slight overweight preferring Australian  cyclicals

Global Shares Overweight Slight overweight relative to strategic asset allocation

Property Neutral Monitor  exposure  to interest  sensitive  investments
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If you have any questions please contact us on +64 9 308 1450 or visit our website www.jmiwealth.co.nz
Information and Disclaimer:  This report is for information purposes only.  It does not take into account your investment needs or personal circumstances and so is not intended to be viewed as 
investment or financial advice.  Should you require financial advice you should always speak to your Financial Adviser.  This report has been prepared from published information and other sources 
believed to be reliable, accurate and complete at the time of preparation.  While every effort has been made to ensure accuracy neither JMI Wealth, nor any person involved in this publication, accept any 
liability for any errors or omission, nor accepts liability for loss or damage as a result of any reliance on the information presented.

Indices for Key Markets

As at 31 March 2021 1 Mth 3 Mth 1 Yr 3 Yrs p.a. 5 Yrs p.a.

S&P/NZX 50 Index 2.7 -4.1 28.2 14.7 13.2

S&P/ASX 200 Accumulation Index (NZD) 4.7 6.0 45.5 10.5 9.8

MSCI ACWI Index (NZD) 6.4 7.6 31.7 13.8 13.5

S&P/NZX 90 Day bank bill Total Return 0.0 0.1 0.3 1.3 1.6




