
Market and Economic Review
June saw strong returns across all Milford funds, with some of the best monthly performances in over a year.

Global economic growth data continues to moderate. The escalating US-China trade war is starting to be felt 
in weaker business activity, particularly in the US and China in the last month. In the UK a change in Prime 
Minister has reignited concerns over a disorderly Brexit resolution.

This all may sound like bad news, but riding to the rescue are global central banks who have committed to 
lower interest rates to mitigate any growth slowdown ahead. Expectations of lower interest rates have 
extended the global bond market rally with strong demand for corporate bonds which offer better returns than 
government bonds. 

Lower interest rates also drive investors to stocks that have strong and growing dividend yields. For the 
second month in a row, property and utility stocks have been top performers. Stocks such as Contact Energy, 
Spark and Transurban fit into this category and are significant Milford holdings. 

Strong performances from property stocks has seen management of these companies opportunistically raise 
capital by selling shares, with several deals announced in Australia and NZ over the month including GPT 
Group and Arvida Group. 

Many of Milford’s analysts and portfolio managers embarked on research trips in June, covering the US and 
Europe. These trips are a vital part of our research process and allow us to secure conviction on existing 
investments as well as hunt for new ideas in global markets. 

The outlook is mixed; on one hand the global consumer is in good shape with low unemployment and 
moderate wage growth. However, global growth is slowing and risks remain - primarily the ongoing trade war 
and its potential to impact strength in the global consumer via higher prices and job losses. The policy response 
(i.e. lower interest rates) from central banks is a significant development and reduces risks of a potential 
deeper contraction. With increased economic uncertainty there is potential for further market volatility ahead. 
In the short term, falling interest rates will likely continue to push investors hungry for returns towards 
investing in shares.
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Actual investment mix 1

Cash and Cash
Equivalents 6.72%
New Zealand Fixed
Interest 27.55%
International Fixed
Interest 51.70%
New Zealand Equities
2.86%
Australian Equities
1.63%
International Equities
3.49%
Listed Property 5.18%

Other* 0.87%

Cash and Cash 
Equivalents 9.45%
New Zealand Fixed 
Interest 8.06%
International Fixed 
Interest 24.90%
New Zealand Equities† 
14.50%
Australian Equities 
7.72%
International Equities 
24.28%
Listed Property 10.49%

Other* 0.60%

KiwiSaver Conservative Fund
Portfolio Manager: Paul Morris

The Fund returned 1.5% in June, and 6.9% over the past year, as markets shrugged off 
slowing economic growth and volatile geopolitics (most notably tariffs) to focus on the 
increasing likelihood of lower central bank interest rates. 

The Fund’s corporate bond holdings benefited directly from the resulting lower market 
interest rates, outperforming similar maturity government bonds. The share exposure 
also delivered strong returns, especially its Australasian shares where the focus 
remains on income shares. The extent of these gains was in part due to anticipation 
that the economic/earnings cycle can be extended by central bank actions. In reality 
it was arguably as much due to a hunt for yield as the share of negative yielding global 
bonds hit a new record high. 

We remain in a very uncertain economic backdrop and event risk (including 
presidential tweets) is still elevated. Therefore, irrespective of supportive monetary 
policy the Fund retains slightly cautious positioning. That means less shares and more 
corporate bonds relative to its long-run average. Through active management and 
security selection we have, and should continue to, deliver reasonable but lower risk 
returns. For now, monetary policy and reasonable corporate earnings should support 
returns, however, we reiterate that after recent strong gains across bonds and shares 
returns should start to moderate.

KiwiSaver Balanced Fund
Portfolio Manager: Mark Riggall

The Fund returned 3.1% in June, taking the 1-year return to 7.8%. Looking around the 
world it is easy to point at slowing economic growth and rising uncertainty, primarily 
down to the ongoing trade war but also related to events such as Brexit. 

Uncertainty is causing businesses to shelve spending plans and this is impacting 
demand for industrial goods. Central banks around the world are aware of this and are 
reducing interest rates to prevent spill over to the consumer via job cuts. The 
unintended consequence of lower interest rates is that they increase the attractiveness 
of corporate bonds and dividend paying shares for investors looking for a return on their 
capital.

In June we saw strong performance from both shares and corporate bonds across the 
world, reflecting this phenomenon. This boosted the Fund’s returns as it is fully 
invested across growth and income assets and all asset types in the Fund delivered 
positive returns. Stock selection was also strong in the underlying funds, in particular 
maintaining exposure to the high dividend yield parts of global markets.

Looking ahead, a truce on the trade war is positive but we will learn of the damage to 
company earnings when US companies report quarterly profits next month. After a 
strong six months of returns the pace should be slower ahead and the Fund retains a 
slightly cautious investment mix.

KiwiSaver Active Growth Fund
Portfolio Manager: Jonathan Windust

The Fund rose 3.1% in June, benefiting from strong market performances as lower 
interest rates dominated sentiment rather than softer economic data. 

The New Zealand investments made a particularly strong contribution this month. The 
Fund has some larger positions in companies with attractive dividend yields, such as 
Contact Energy and Spark, and these were some of the best performers, up 8.5% and 
4.8% respectively. Some smaller New Zealand companies we favour also performed 
well, including Serko (+9.8%), Delegat (+8.8%) and Vista (+4.9%).

The Fund participated in a number of equity raisings over the month, including GPT 
Group and Growthpoint Properties in Australia, and Arvida Group in New Zealand. As 
well as providing the capital for the companies to grow, equity raisings such as these 
provide the Fund the opportunity to increase its exposure to high quality companies 
at discounts to the market price. All three of these deals provided a positive 
contribution to performance this month.  

While we are pleased with the strong performance of the Fund over the last six months, 
the irony of central banks driving equity markets higher, when their actions are in 
response to a weaker economic outlook, is not lost on us. Our positioning remains 
somewhat cautious, with a lower than average weight of shares in the Fund.

Cash and Cash 
Equivalents 7.77%
New Zealand Fixed 
Interest 2.41%
International Fixed 
Interest 17.70%
New Zealand Equities‡ 
26.10%
Australian Equities 
13.01%
International Equities 
23.36%
Listed Property 8.68%

Other* 0.97%

†Includes unlisted equity holdings of 0.26% ‡Includes unlisted equity holdings of 1.80% *Other includes currency derivatives used to manage foreign exchange risk. 
1The actual investment mix incorporates the notional exposure value of equity derivatives and credit default swaps, where applicable.
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Fund Performance
Past month 1 year 3 years (p.a.) 5 years (p.a.) Since Fund

inception (p.a.) Unit price $ Fund size $

KiwiSaver Conservative Fund 1.48% 6.90% 6.44% 7.82% 9.32% 1.7968 98.3 M

KiwiSaver Balanced Fund 3.05% 7.76% 9.68% 10.25% 10.29% 2.3847 309.8 M

KiwiSaver Active Growth Fund 3.14% 7.89% 11.59% 11.75% 12.79% 3.8462 1,360.8 M

For details of how investment performance is calculated, and returns at each PIR please see www.milfordasset.com/funds-performance/view-performance#tab-performance.
Performance figures are after total Fund charges* have been deducted and at 0% PIR.
Please note past performance is not a guarantee of future returns.
*Total Fund charges do not include the $36 p.a. Administration and Registry fee.
Inception dates for the Funds: KiwiSaver Active Growth Fund: 1 October 2007, KiwiSaver Balanced Fund: 1 April 2010, KiwiSaver Conservative Fund: 1 October 2012.
^This is based on the performance of the AonSaver AMT Milford Aggressive Fund until 31 March 2010 and the Milford KiwiSaver Active Growth Fund from 1 April 2010.

Key Market Indices
Past month 1 year 3 years (p.a.) 5 years (p.a.) 7 years (p.a.)

S&P/NZX 50 Gross Index (with imputation credits) 3.86% 18.60% 16.36% 16.77% 18.93%

S&P/ASX 200 Accumulation Index (AUD) 3.70% 11.55% 12.88% 8.85% 11.95%

S&P/ASX 200 Accumulation Index (NZD) 1.96% 6.80% 12.85% 8.17% 8.80%

MSCI World Index (local currency)* 5.90% 6.71% 12.02% 8.20% 11.86%

MSCI World Index (NZD)* 3.45% 7.19% 13.97% 12.41% 13.48%

S&P/NZX 90-Day Bank Bill Rate 0.14% 1.97% 2.05% 2.55% 2.61%

Bloomberg Barclays Global Aggregate Bond (USD-Hedged) 1.40% 7.80% 2.95% 3.82% 3.71%

S&P/NZX NZ Government Bond Index 0.96% 8.23% 4.16% 5.80% 4.43%

*With net dividends reinvested

Top Security Holdings (as a percentage of the Fund’s Net Asset Value)

KiwiSaver Conservative Fund KiwiSaver Balanced Fund KiwiSaver Active Growth Fund

NAB Float 2029 1.75% Contact Energy 2.22% Contact Energy 4.37%

Vector 3.45% 2025 1.68% a2 Milk Company 1.83% iShares MSCI EAFE Min Vol ETF 3.13%

NZ Govt. Inflation Indexed 2% 2025 1.56% Spark New Zealand 1.64% a2 Milk Company 2.97%

ANZ Bank 3.03% 2024 1.50% Meridian Energy 1.12% Spark New Zealand 2.90%

QBE 6.75% 2044 1.34% Wellington Strategic Euro 0.89% CYBG 8% 2049 1.47%

BNZ 3.648% 2023 1.28% Vontobel Sust. EM Leaders 0.87% Westpac 5% 2027 1.45%

ANZ 2.78% 2019 1.25% Fisher & Paykel Healthcare 0.87% Alphabet 1.34%

Investore Property 4.40% 2024 1.15% Kiwi Property Group 0.86% Delegat Group 1.34%

IAG Float 2045 1.08% Wellington Global Health Care 0.85% Kiwi Property Group 1.28%

NAB Float 2024 1.03% ASB Bank 5.25% 2026 0.74% Fisher & Paykel Healthcare 1.27%

Note: Fixed interest securities are reported in the following format: Issuer name, interest (coupon) rate, maturity year, size of fund holding (as % of total portfolio).

Milford staff have approximately $9.8 million invested in the Milford KiwiSaver Plan as at the end of June 2019.

http://www.milfordasset.com/funds-performance/view-performance#tab-performance
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Disclaimer: The Milford Monthly Review has been prepared by Milford Funds Limited. It is based on information believed to be accurate and reliable although no guarantee can be
given that this is the case. No reproduction of any material either in part or in full is permitted without prior permission. For more information about the Funds please refer to the Product
Disclosure Statement or the latest Quarterly Fund Update.

We now have a dedicated ESG Analyst in our investment team. This role assists the daily integration of ESG 
factors into our decision making process and the way we invest your KiwiSaver savings and other funds. We 
look forward to sharing more about this in a future Monthly Review. In the meantime, we continue to work hard 
to ensure your retirement savings are invested responsibly and generating consistently good returns.

Investing your KiwiSaver Responsibly
At Milford we take the management of your money very seriously. Milford is a Responsible Investor; which means 
we integrate environmental and social factors into our investment decisions, as well as evaluating the effectiveness 
of company boards and management teams. This helps us to better manage risk and generate sustainable, long-
term returns for you. 

Milford has a detailed Responsible Investment Policy. One part of this is our exclusions list, which is a list of 
companies that we will not directly invest your money in. These are companies involved in activities related to anti-
personnel land mines, nuclear explosive devices, cluster munitions, whale meat, tobacco, recreational cannabis, or 
civilian automatic and semi-automatic firearms, magazines or parts.

In addition, as Milford is an active manager we include environmental, social and governance (ESG) factors in our 
investment decision making process every day. Another key part of our role as a Responsible Investor is our 
engagement with the companies we are investing your money in (and our own, as we invest our own funds 
alongside yours).  For example, we recently engaged with Air New Zealand and Z Energy on the work they’re doing 
to reduce their carbon footprints, and we continue to work with a number of listed companies on their disclosures 
in this area. 

On top of this, Milford is a signatory to the United Nations Principles for Responsible Investment and a member of 
the Responsible Investment Association Australasia. You can learn more about our Responsible Investment Policy 
here and you can see the companies on our exclusion list here. 

http://www.milfordasset.com
https://milfordasset.com/about-us/responsible-investing
https://milfordasset.com/about-us/responsible-investing
https://milfordasset.com/wp-content/uploads/2019/04/Milford-Exclusion-list-April-19-v2.pdf



