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Disclaimer

This information is of general nature only and has not been prepared with regard to the needs of any investor. Investors should be aware that future performance may not reflect the 
historic performance of either portfolio, and that repayment of any capital or any particular rate of return are not guaranteed. Details are current as at the date of preparation and are 
subject to change. For further information or a copy of the Lifestages KiwiSaver Scheme investment statement visit www.lifestages.co.nz, phone 0800 502 442 or contact your financial 
adviser. You can also write to the manager at C/- PO Box 835, Invercargill.

Funds Administration New Zealand Ltd (“FANZ”) 
is the Manager of the Lifestages range of funds. 

One year ago, the “smart money” in financial 
markets thought the Federal Reserve, after 
ending quantitative easing (QE), would in 2015 
commence a rate hike cycle that ultimately 
would lead to an “old normal” policy rate of 
around 4%. Since then, expectations for the 
longer run Fed policy rate priced into interest 
rate futures have collapsed to below 3% . This 
has occurred in tandem with strong GDP 
growth, robust gains in payroll employment 
and then the end of QE. Why?

We believe this is due, in no small part, to the 
growing recognition that, for at least the next 
three to five years, the world’s major central 
banks, including the Fed and New Zealand’s 
Reserve Bank, will be operating in a ‘New 
Neutral’ world. This is a world in which average 
policy rates are set well below the levels that 
prevailed before the crisis.

So how did we get here, and what does it mean 
for investors? 

Over the past 15 years, the global economy has 
operated under two different growth models. 
Between 1999 and 2007, the growth model 
operated through ever larger trade imbalances 
between emerging market (EM) and 
commodity- exporting countries – which ran 
larger and larger trade surpluses – and a group 
of rich countries – first and foremost the U.S. – 
which ran larger and larger trade deficits.

This growth model obviously broke down in 
the global financial crisis years of 2007–2009 
as global imbalances shrank in line with global 
aggregate demand. From 2009– 2014, the 

global economy has operated under stimulus 
from “unconventional” monetary policies that 
pushed policy rates to zero and ballooned 
central bank balance sheets through massive 
chunks of quantitative easing. Also, global 
policymakers “went Keynesian” for at least a 
couple of years during and following the crisis 
by delivering a large dose of fiscal stimulus.

The good news is that, as a result, the global 
economy avoided a depression and − so far − 
deflation. But that’s all policymakers did or 
could reasonably do. The reality is that six 
years after the darkest days of the global 
financial crisis, average growth in the global 
economy is modest and the level of global GDP 
remains below potential. As a result, we will be 
operating in a multi-speed world, with 
countries settling in to historically modest 
trend rates of potential growth.

We believe that the world’s major central 
banks have entered a new era, the New 
Neutral for global monetary policy rates. In 
this world, neutral policy rates will be well 
below the policy rates that prevailed before 
the financial crisis. What this means is that we 
should not expect interest rates to increase 
soon, either in New Zealand or overseas. 

One of the positive outcomes from the New 
Neutral is that we expect to see equity 
valuations supported. Because asset 
valuations depend crucially on discounting 
expected future cash flows, a New Neutral for 
risk-free rates will have an impact on all asset 
classes. In particular, it will support higher 

Welcome to your six monthly Investment Commentary for the Lifestages KiwiSaver 
Scheme. The “golden weather” that we experienced over the recent summer (although 
we note our farming clients would beg to differ with that description) has had many of 
us reminiscing about the type of summers that seemed to last forever when we were 
children.  The golden weather also seemed to translate into our investment results 
with another reporting period of strong results for our KiwiSaver Funds. These results 
and the drivers behind them have caught some commentators by surprise.

equity multiples. If bond yields imply that 
futures are about right, then so too are current 
equity multiples, which may appear elevated 
to those not taking into account a New Neutral 
rate for discounting cash flow. 

Opportunities in asset allocation: opposites 
attract. One of the few financial correlation 
relationships to survive the crisis is the negative 
correlation between equity risk and interest 
rate risk. Bond or fixed interest allocations have 
been and should continue to be natural and 
efficient diversifiers across a broad range of 
asset allocation strategies. Although 
diversification does not ensure against loss, 
investors who focus only on comparing a bond 
or fixed interest payment to an equity dividend 
will likely miss out on one of the best 
investment opportunities and thus could also 
lose out on higher risk-adjusted returns.

Confused? Our best advice to investors is to 
simply stick with a well-diversified portfolio that 
will meet your financial objectives and goals.

Once again, let us express our 
gratitude for your support. Your 
financial goals, and helping you 
achieve them, is what drives our 
business and we look forward to 
being of service to you in the 
future. Please do contact us or any 
one of our AFA team if you have 
any questions.
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The Lifestages Growth Portfolio aims to provide capital growth 

over the long term. The majority of the Lifestages Growth 

Portfolio is invested in shares and as such its return is likely to 

fluctuate in line with sharemarkets worldwide. The Lifestages 

Growth Portfolio is likely to have greater volatility in its return 

than the Lifestages Capital Stable Portfolio.  The Lifestages 

Growth Portfolio generally suits investors who are aged between 

0 and 45 years of age who are prepared to take a growth approach 

in terms of their portfolio allocation. Current exposures are:

The Lifestages Capital Stable Portfolio aims to provide a low 

risk investment option. It is generally suitable if you want to 

have a ‘low risk’ investment portfolio which has the majority 

of its assets invested in cash and fixed interest investments. 

The Lifestages Capital Stable Portfolio has a lower exposure 

to growth investments than the Lifestages Growth Portfolio 

and as such is expected to provide a more stable return. 

Current exposures are:

We are pleased to report to investors that our Lifestages Capital 

Stable Portfolio investment strategy has, once again, delivered a 

positive performance for investors. The period since our last 

reporting period has seen the fund produce a “solid” six months 

performance. 

These figures are stated before tax and after fees These figures are stated before tax and after fees

Performance Performance

Investors in the Lifestages Growth Portfolio will have been 

very pleased with the strong performance of the fund over 

the last six and 12 months. This has been driven off strong 

performances in Australasian and international equities. 

6 months 12 months 2 years 5 years

3.23% 5.95%   5.45% p.a. 4.19% p.a.

Unit price as at 31st March 2015: 2.625308

6 months 12 months 2 years 3 years

6.44%  12.03%   10.78% p.a. 10.34% p.a.

Unit price as at 31st March 2015: 1.341521


