
DEAR CLIENTS 

Greetings to all our clients as we move into the 
second half of 2016. 

Apart from the two weeks of rain we have certainly 
been blessed with settled weather for the first six 
months of the year. The rain was sorely needed and 
is just another example of nature rebalancing itself. 
We will have weather for the second half of the year 
however what form it takes will be assessed on a 
day by day basis. More interesting will be the two big 
votes this year. 

The first is in Britain where they are deciding if they 
will remain part of the European Market or once 
again go it alone. The referendum is to be held on 
23rd June. The poles are a lot closer than our flag 
referendum and so we can expect market uncertainty 
until the final count is in. Whether that uncertainty 
manifests into longer term problems for the UK 
economy remains to be seen.

The second important vote is for the Leader of the 
Free World or President of America. Donald Trump 
and Hilary Clinton appear headed for battle to win 
the White House subject of course to their party 
conferences endorsing them. We can expect some 
market volatility during the process as the financial 
markets do not like uncertainty. 

Once the President is elected, confirmed and has 
been inaugurated then we can expect that the markets 
will settle down to life under a new administration. 
We doubt that either candidate will have a significant 
effect on the US economy and its expansion. 

TAx RETuRNS

Jo is well into the process of completing returns for 
the year to March 2016. If you have not forwarded 
your tax certificates yet we urge you to do so as it 
is helpful from a planning perspective for us to have 
the information to hand.

As previously advised, Heritage Trustee Company 
Limited has a new owner. The new owner is following 
what is now best practice for trusts. One such practice 
is to have annual accounts prepared for the trusts for 
which they are trustees. This is standard practice if an 
accountant administers the accounts for a trust but 
has not been a legal requirement to date. 

We will be writing to each of our trust clients to advise 
them of the cost associated with getting the accounts 
completed. We can assure all clients that the increase 
in the charge for completing the tax returns for the 
trust will be very competitive. We will charge a flat fee 
based on the complexity of each individual trust. The 
clock will not be ticking over on a six minute basis.
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NZ ShARES ouT pERfoRm SINCE 2008.
The NZ Share Market has consistently improved over 
the past 6 years to be the darling of all share markets, 
which has been noticed by overseas investors.

Foreign investors have always invested in our market 
but what makes it more noticeable is the amount they 
have in it now.

Since March 2004 through to March 2008 there was 
a steady amount of $15 billion of foreign investment, 
dropping away to $10-13b during the years 2009-2013. 
However from March 2013 the level of investment had 
reached $15b again it has since climbed to $32b by 
July 2015.

This is double the normal range.

Does it raise any red flags?

While our exchange rate continues to defy gravity and 
stays high we do not have a problem. Same if overseas 
interest rates do not rise we do not have a problem.

Our companies pay high dividends so this will attract 
foreign investors. Well this hasn’t really changed and 
the normal range has been $15b.

When overseas interest rates rise, foreign investment 
will start to drop away back to the normal range this 
will depreciate our dollar which tends to make foreign 
investment less attractive.

The fact that company shares are now at full value 
to their earnings means it is only dividends that are 
helping to attract the investment.

Higher interest rates from overseas makes our 
mortgages higher which puts pressure on borrowers. 

It helps depositors as they will receive higher interest 
rates which means local interest in our share market 
also wanes putting pressure on the share value. 

Those who are exposed are the direct share investors 
who are unable to retreat without feeling a loss 
from their investment. Those who have a diversified 
portfolio will not feel the back lash when it comes 
as the manager does have the ability to reduce their 
exposure to the market. Invariably when our market is 
going down the Australian market is not necessarily 
following and the manager can quickly move to this 
market or go to cash.

The manager can also take advantage of investing 
in oversea markets that are still likely to do well 
regardless of what is happening in NZ. Remember 
our market is only 1% of the world markets pretty 
much like our wine which produces 1% of the total 
world market production. We can have good wine 
companies winning medals, however try and pick 
one out of all our winery’s that will be number 1 for 
the 2016 season. 

The logical fit would be to have investment in the top 
30 wineries and so it’s the same for all investments. 
You have to diversify unfortunately the direct investor 
doesn’t and so invariable they get caught out when 
variables change that affect the share market. 

It doesn’t mean that the companies are bad it just 
means for now the companies have become out of 
favour with investors. This has dropped their share 
value and remaining investors have to wait for it to 
return to fair value again. Depending on where you are 
in your life cycle will influence your buy/sell approach.
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BRIGhT LINE TEST

The Government introduced new legislation last year 
that means that any gains on the sale of residential 
property sales made within 2 years of purchase will 
be taxable. 

There are of course some exemptions. The complexities 
of the legislation are too much to go into here however 
the important thing is to keep this in mind should you 
be selling property within 2 years of purchase.

The same legislation also places a requirement on all 
NZ Trusts that either buy or sell property to have an 
IRD number. There is no compulsion for trusts that 
already own residential property that is not income 
producing to have an IRD number prior to when they 
wish to sell the property i.e. the status quo continues. 

However, when the time comes to sell or buy do the 
trustees want the added concern of trying to get an 
IRD number under time constraints? If the trust does 
not have an IRD number then the sale or purchase 
cannot be finalised. It can take several weeks to obtain 
an IRD number, therefore we feel it is prudent to apply 
for a number before the trustees are contemplating 
buying or selling property.

As a trusts annual review comes around one of the 
things we are doing is giving the trustees of relevant 
trusts an application for an IRD No and a Non-active 
trust declaration to sign. The latter form is to prevent 
Inland Revenue from requesting Income Tax returns 
that are not required. Inland Revenue will send the IRD 
number direct to the trusts address so we ask that you 
then advise us of what the number is.

On occasions we have been asked why we charge 
an annual fee for home trusts when there has been 
no change to the trust’s assets i.e. the same house 
is owned. The fact that we keep you up to date with 
changes in legislation and are proactive in minimising 
the disruption caused by that legislation is just one 
reason why our trust fees are great value for money.

GLoBAL muLTI ASSET GRoWTh 
poRTfoLIo
Clients will have noticed that this fund has 
been the worst performing fund in the Managed 
Portfolio Service for some time. Your adviser will 
have given you an explanation for the performance 
with each report. 

We think it worthwhile to reiterate the explanations 
here. GMAG invests in commodities and the fund 
was established in 2011 to provide diversification 
away from the traditional growth shares. There are 
four underlying types of commodities being Oil, 
Industrial Metals, Precious Metals and Agricultural 
Commodities. The performance of the fund is 
measured against the Goldman Sacs Commodities 
Index. Since 2011 the index is down 50% while 
GMAG is down 36%. Neither performance is 
encouraging, however the growth share portfolios 
have all performed positively during the same period. 
Hence why we have a diversified platform. 

The recovery is underway with the GMAG up 7% since 
the beginning of the year. Oil exposure in the fund is 
40% and with the lift in oil prices this will drive other 
commodities forward. How you might ask? Oil drives 
the machinery to get the precious commodities out of 
the ground is one example. Another relates to sugar. 
A cane farmer in Brazil can either turn their crop into 
sugar, or if the oil market is on the rise then they can 
convert the crop to ethanol.

The Commodities are possibly the most volatile asset 
class. The management of the GMAG is done to 
capture the upside but also to mitigate the downside 
risk. The portfolio consists of Energy Futures (Oil 
Contracts); Oil Call Options; Active Management 
through Astenbeck; Commodity listed shares; long 
term bonds; foreign currency and Hedge Funds. It has 
been on a downward spiral but we are now seeing an 
upward trend which we believe can see the fund return 
to positive returns over the medium term. Our clients 
generally have less than a 5% exposure to this fund. 

ANTI-moNEy LAuNDERING ACT 
CouNTERING fINANCIAL TERRoRISm
The Act of Parliament came into force some three years ago which 
deals with the above. 

In all your financial dealings since then you will have experienced the 
act because you will have had to prove who you are, where you live and 
potentially how you accumulated the money you have. The Act brought 
us into line with our trading partners and had we not signed up when we 
did we ran the risk of being a blacklisted country. 

As advisers we have to demonstrate that we are complying with the 
act on a daily basis. The act requires every organisation it covers to be 
audited every two years. We had our second audit on 3rd June. While we 
are waiting for the written report we are comfortable that our procedures 
are sound and robust to keep us on the correct side of the act.
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ThE GAp
The gap may be closing but women’s life expectancy 
is still several years longer than men’s. Combined 
with lower average incomes, and more frequent 
breaks from the paid workforce due to child raising, 
this means it is particularly important for women to 
take good retirement planning seriously.

NZ Super distributes income regardless of lifetime 
earnings and number of years in retirement. Over 
coming years however, KiwiSaver and other private 
savings will play a larger role in providing retirement 
income. As this happens, the income gap between 
male and female in retirement will increase. Women 
should ensure they do not miss opportunities, such 
as maximising KiwiSaver tax credits.

At present, while around half of KiwiSaver investors 
are women, their average balances tend to be 
significantly lower. 

The earlier people start saving and investing, the 
more time there is for investments to grow, and more 
opportunity to invest aggressively. 

Many couples have one partner who takes on the 
main responsibility for looking after their finances and 
investments. While this works well for many people day 
to day, it can cause additional stress and difficulties 
if that partner passes away or becomes unable to 
manage matters. We recommend that everyone 
make sure they have at least a basic knowledge of 
their investments. If you don’t feel you know enough, 
please don’t hesitate to call, or to come in and ask 
questions at your next review. 

If you or someone you know [men or women] needs 
to start preparing for retirement, or to re-evaluate 
retirement planning, please contact us. They may 
find our Wealth Accumulation Strategy or Retirement 
Income Strategy enlightening. 

CompuTER SySTEmS
Over the years we have kept up to date with 
improving computer technology both as a 
necessity and as our hardware has lost its 
power. 

We also need to keep our systems up to date 
for your security and to continue to receive the 
data from the likes of NZ Funds Ltd. They in turn 
upgrade their systems from time to time to make 
our lives easier. 

They are currently updating the primary system 
we use for maintaining your information such as 
name and address etc. Not only will it enable us 
to access and use the system more efficiently 
it will allow us to store more information in the 
one place.

In line with a local upgrade we undertook last year 
we are now updating our website. The process is 
currently under construction and we will advise 
when the new format is live. Until then the current 
website is available and functional.


