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Equities Continued to Rise in May

Despite most of the world remaining in lockdown of one 
form or another, share markets continued to rise in May 
throughout the world. In part the improvements reflected 
relief as progressively the restrictions on daily life were 
removed and the prospect of economic activity returning 
to pre-COVID 19 levels was glimpsed. 

The recovery in share prices has not been uniform as 
clear winners and losers from the virus’ effect emerged. 
Redundancies have featured frequently in the media, 
and headline announcements are reflective of broader 
employment weakness. The impact of COVID 19 on 
consumer spending patterns is still to be seen but share 
investors have been willing to look past this as a result of 
the low returns from other investments. 

New Zealand shares continued to rise through the 
month ending up 3.3%. Since the 23 March low the NZ 
share market has recovered 28%. Pushpay was the best 
performing company with a gain of 77% following a large 
increase in reported revenue. Despite the continuing 
closure of the border tourism related companies Tourism 
Holdings (+37%) and Auckland International Airport 
(+6.7%) gained as investors anticipated some recovery 
in domestic travel. Somewhat surprisingly fuel related 
businesses NZ Refining (-24%) and Z Energy (-9%) were 
the largest decliners. This weakness coincided with a 
recovery in the price of oil through the month. Z Energy 
undertook a large capital raising in the month and 
deferred its dividend for the next 12 months. Another 
laggard was Fletcher Building, as the company dropped 
out of the MSCI index, resulting in many institutional 
investors and passive funds having to sell.  

Australian shares prior to the end of the month had not 
generated as strong a bounce as other share markets. 
Australia has not had as large representation as other 
countries to technology leaders or healthcare companies. 
Australian shares recovered into the end of the month 
with Australian banks in particular experiencing a new 
lease of life as the recent announcement of the deferral 
of dividends was absorbed by the market and investors 
looked beyond immediate circumstances. Iron ore 
producers continued to enjoy high prices, and this was 
reflected in the mining companies Fortescue Metals, 
BHP and RIO all up more than the index. The Australian 
share market is broader in its composition than that of 
the United States and New Zealand. It is incorrect to 
conclude that Australia does not include a technology 
sector rather the sector does not represent as large a 
proportion of the overall market. Prominent companies 

within the Australian technology sector include Xero 
migrated from the New Zealand exchange and Afterpay. 
The latter has grown rapidly and at the start of the month 
received a further boost as China’s Tencent acquired a 5% 
holding.

Global share markets also exhibited strength. The 
NASDAQ index ended the month above 2020 starting 
levels despite COVID 19. Technology companies 
continued to lead gains. Amazon has risen year to date 
and reached record levels in May. The success of the 
FANG companies is such that they are increasing as a 
proportion of the US indices. Outside of the United States 
the bounce in share prices has been more modest with 
more subdued returns in Europe and Emerging 
Markets. 

Outlook

An increasing divergence between the performance 
of share markets and the real economy is becoming 
apparent. Share values have continued to climb 
whereas the impact of economic disruption from 
COVID 19 lockdowns is being increasingly felt in 
numbers of unemployed, business closures and 
generally weak demand for discretionary goods. In 
this environment contrary to normal expectation the 
forward price earnings multiples of shares have 
expanded (share prices rising and earnings contracting). 
Share markets are balanced between the negative 
impacts of a probable recession and the massive 
liquidity injected into the system by reserve banks. 
The other factors supporting share market values have 
been the low interest rates compared to share dividend 
yields and the prospect that the health effect of COVID 
19 will be overcome near term, allowing a return to 
normal economic conditions. Currently the latter 
factors have the upper hand. Whether this will 
continue to persist remains uncertain, other factors 
will emerge such as trade negotiations and election 
outcomes which could take the markets in 
unexpected directions. With the unstable economic 
environment greater uncertainty exists as to future 
market direction. In this situation benchmark asset 
allocations are the most prudent course striking a 
balance between growth and capital preservation.



Allocation to long-term benchmarks

Sector Position Comment

Cash Overweight Remain overweight but reducing degree of overweight.

Fixed Interest Underweight Due to overweight in Cash.

Australasian 
Shares Neutral Neutral weight relative to strategic asset allocation.

Global Shares Underweight Generally, underweight to strategic asset allocation but the exposure to international shares is increas-

Property Neutral Neutral levels as impact of lockdown clarifies.
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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 Authorised 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 May 2020 1 Mth 3 Mth 1 Yr 3 Yrs p.a. 5 Yrs p.a.

S&P/NZX 50 Index 3.3 -3.4 7.6 13.6 13.2

S&P/ASX 200 Accumulation Index (NZD) 5.5 -7.2 -5.6 5.2 4.2

MSCI ACWI Index (NZD) 3.7 0.8 11.9 10.7 8.8

S&P/NZX 90 Day bank bill Total Return 0.0 0.2 1.3 1.8 2.1


