
 
 
 

ECONOMIC UPDATE 

 
We are now in the second half of 2017 and so far it has been quite an eventful time.  
Share-markets, local and global, had a strong period through to April with the NZ 
Dollar weakening at the same time - providing strong returns.  May/June however 
has seen markets still positive but relatively more restrained, of even greater effect 
we have seen the NZ Dollar climb again against the Australian Dollar, the Pound and 
the US Dollar – taking away earlier gains in portfolios.  We have also seen 
continuing improvement in dairy, wool and meat prices.  Budget day has come and 
gone and was mostly positive for markets.  Our Reserve Bank kept rates on hold and 
surprised the market with a statement that this could be for a while.  Somewhat 
contrary to this view the Federal Reserve has lifted rates with more to come.  
Indications are that inflationary pressures will eventually build perhaps more than 
anticipated.  On the global scene President Trump continues to be under plenty of 
political pressure and in the United Kingdom the snap election weakening Theresa 
May’s position has put renewed doubt on the Brexit trail. 
 
The New Zealand economy is running positively, with operating surpluses and 
continuing growth and business confidence remains high but a fully priced share-
market has this already built in.  Australia lags us on a number of fronts but has also 
still enjoyed positive share-market performance.  In bond markets there has been 
just positive performance, as longer-term rates eased down around 0.2% early this 
year but turned again in June. The New Zealand 10 year bond rate is now at around 
3.3% and the United States 10 year bond rate is at 2.3% currently.  Complexity 
around geo-political events continues with plenty of potential for some market 
negative outcome to occur.  Overall there is a bit of a disconnect between on-going 
positive view of continuing growth, rising share-markets, bond rates remaining low 
and a belief that inflation will remain subdued.  Staying defensive, well diversified, 
with some extra cash and short-term deposits remains sensible. 
 
 


