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Disclosure Statement

The Financial Advisers Act 2008 and the Financial
Advisers (Disclosure) Regulations 2010 require
written disclosure of specific information by people
providing financial advice.

In accordance with this legislation we have distributed
a copy of our Investment Adviser Disclosure
Statements.

If anyone does not have a copy of these Disclosure
Statements can you please advise us now before we
commence the presentation.

Not personalised financial advice: The
recommendations and opinions in this presentation
do not take into account your personal financial
situation or investment goals. The financial products
referred to in this presentation may not be suitable for
you. If you wish to receive personalised financial
advice, please contact your Forsyth Barr Investment
Adviser. The value of financial products may go up and
down and investors may not get back the full (or any)
amount invested. Past performance is not necessarily
indicative of future performance.
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The Summer KiwiSaver scheme is managed by
Forsyth Barr Investment Management Ltd. You can
obtain the Scheme’s product disclosure statement
and further information about the Scheme at
summer.co.nz, from one of our offices, or by calling us
on 0800 11 55 66. Forsyth Barr Investment
Management Ltd is a licenced manager of registered
schemes and part of the Forsyth Barr group of
companies.

The Forsyth Barr Investment Funds are managed by
Forsyth Barr Investment Management Ltd. You can
obtain the Fund’s product disclosure statement and
further information about the Funds at
www.forsythbarr.co.nz/investmentfunds, from one of
our offices, or by calling us on 0800 367 227. Forsyth
Barr Investment Management Ltd is a licenced
manager of registered schemes and part of the
Forsyth Barr group of companies.



Disclaimer

Disclosure: Forsyth Barr Limited and its related companies (and
their respective directors, officers, agents and employees)
(“Forsyth Barr”) may have long or short positions or otherwise
have interests in the financial products referred to in this
presentation, and may be directors or officers of, and/or provide
(or be intending to provide) investment banking or other
services to, the issuer of those financial products (and may
receive fees for so acting). Forsyth Barr is not a registered bank
within the meaning of the Reserve Bank of New Zealand Act
1989. Forsyth Barr may buy or sell financial products as
principal or agent, and in doing so may undertake transactions
that are not consistent with any recommendations contained in
this presentation. Forsyth Barr confirms no inducement has
been accepted from the researched entity, whether pecuniary or
otherwise, in connection with making any recommendation
contained in this presentation.

Analyst Disclosure Statement: In preparing this presentation the
analyst(s) may or may not have a threshold interest in the
financial products referred to in this presentation. For these
purposes a threshold interest is defined as being a holder of
more than $50,000 in value or 1% of the financial products on
issue, whichever is the lesser. In preparing this presentation,
non-financial assistance (for example, access to staff or
information) may have been provided by the entity being
researched.

Disclaimer: This presentation has been prepared in good faith
based on information obtained from sources believed to be
reliable and accurate. However, that information has not been
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independently verified or investigated by Forsyth Barr. Forsyth
Barr does not make any representation or warranty (express or
implied) that the information in this presentation is accurate or
complete, and, to the maximum extent permitted by law,
excludes and disclaims any liability (including in negligence) for
any loss which may be incurred by any person acting or relying
upon any information, analysis, opinion or recommendation in
this presentation. Forsyth Barr does not undertake to keep
current this presentation; any opinions or recommendations
may change without notice. Any analyses or valuations will
typically be based on numerous assumptions; different
assumptions may yield materially different results. Nothing in
this presentation should be construed as a solicitation to buy or
sell any financial product, or to engage in or refrain from doing
S0, or to engage in any other transaction. Other Forsyth Barr
business units may hold views different from those in this
presentation; any such views will generally not be brought to
your attention. This presentation is not intended to be
distributed or made available to any person in any jurisdiction
where doing so would constitute a breach of any applicable laws
or regulations or would subject Forsyth Barr to any registration
or licensing requirement within such jurisdiction.

Terms of use: Copyright Forsyth Barr Limited. You may not
redistribute, copy, revise, amend, create a derivative work from,
extract data from, or otherwise commercially exploit this
presentation in any way. By accessing this presentation via an
electronic platform, you agree that the platform provider may
provide Forsyth Barr with information on your readership of the
presentations available through that platform.



“What affects mankind is
inevitably our affair.”

* interest rates
* inequalities

e |solationists

%4 FORSYTH BARR

Sources: Shutterstock and Getty Images



Albania‘
:Algeria

* Bolivia
Brazil

Catalonia
Chile
Colombia

Ecuador

England

France _
. Hong Kong




Wealth creation has been uneven
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* The world’s 26 richest individuals own as much wealth as the poorest half of the global population.

* Europe & North America comprise 15% of the world’s total population; Africa & India comprise over 25%.

Source : Global Wealth Report 2018, Credit Suisse Research Institute
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Why “isolationism” has always inevitably failed ...
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- appeasement emboldens aggressors
the “Chamberlain effect”
- technology trumps territory

the internet (social media) has no borders

- Dbilateralism accentuates inequalities

migration and economic refugees
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Rates for amounts over $200.000 are available mr\’ : ;

on request

Ask for a copy of the Prospectus at-
® Any branch of Bank of New Zealand;
® Any BNZ Finance Office; 3

® Your Stockbroker. o

All investments secured by Registered

Debenture Stock, terms of which are detailed
in the Prospectus registered 15 June 1987, J

Applications will proceed only on receipt of a -
Form of Application issued with the -8

Prospectus and any Trustees must obtain

helowe investine in

i No application forms - no deposit or EEs _BUILDING
withdrawal slips. With Rural Bank Telephone
Call Deposits, simply use your telephone to get

'~ access (o highly competitive returns linked to
money nmuirket rates.

CER'HHCATES OF POSIT Rate applies for y

((C.D.s) INDICATT Forafinn cliote o Cunis otach (NN

T T Phone (04) 727 616 TP
Equiticorp _ e
Finance 18.00%-19.25

Group | D | 18.00%-'19.’15%
Limited 18.00%-19.25%

will be
form isswed with the
e eeret T At 1907

« 18.9% increase in the CPI for the year to the June 1987 quarter

Source: The Evening Post : September 1987
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November Monetary Policy Statement

* OCR unchanged at 1.00%, (minus 0.75% since November 2018)

e Inflation: 1.5%

RESERVE
BANK

OF NEW Z E AL A ND
TE PUTEA MATUA

“‘Employment remains around its maximum sustainable level while inflation
remains below the 2% target mid-point, but within our target range (1% to 3%).”

“Interest rates will need to remain at low levels for a prolonged period to ensure
inflation reaches the mid-point of our target range”
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Factors to consider

The overlay of politics and economics make the current environment
“different”

» Brexit, Middle East, South America

» Protectionism - USA versus China

» Attitudes to globalisation

» Geopolitical pressures will intensify

Not your “normal” slowdown in growth around the globe

Are we set to follow Japan?

China - can they hold it all together?

What does the world look like if monetary policy is now ineffective?

Italy 10-year bond yields are 1% yet government debt is >100% GDP. Credit
risk being ignored.

55
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US GDP growth - longest expansion in history

2010 22 204 26 2na

3
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But the fiscal position now is worse than post WWI|

US government debt
Per cent of GDP
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Source: Refinitiv Datastream
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Slumping manufacturing offset by strong services

US ISM manufacturing PMI US Markit services PMI
o Thup1s Markit US Services PMI
Survey: 52.8 61.0
Actual: 50.9
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Manufacturing recession is global

Manufacturing PMlIs

Index, 50 = 'no change'
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Source: Refinitiv Datastream
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Leading indicators suggest slowing global growth

103 103
OECD LEADING INDICATORS
(amplitude adjusted, nsa*)
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Source: OECD and Haver Analytics.
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World exports expected to follow commodity prices

down
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INDUSTRIAL COMMODITY PRICES & WORLD EXPORTS

CRB Raw Industrials Spot Price Index*
(1967=100)
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Value of World Exports (IMF)
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* Includes copper scrap, lead scrap, steel scrap, tin, zine, burlap, cotton, print cloth, wool tops, hides, rosin, rubber, and tallow.

%% FORSYTH

Source: Commodity Research Bureau and IMF.
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Aging demographics could be supressing demand?

~ | JAPAN: WORKING-AGE POPULATION & PROJECTIONS* " | CHINA: WORKING-AGE POPULATION & PROJECTIONS®
| {millions of persons) | (billions of persons)

O Estimates (through 2015)
- 50 9 . L
| Estimates (through 2015) " ] Projections (2016 through 2099)

Projecti 2016 through 2099 b
[] Proi ions (. roug ) %

b

*Persons 15-64 years old. Source: United Nations
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Flat China trade only due to devalued currency

4 CHINA: MERCHANDISE TRADE* -

- (trillion yuan, saar, ratio scale) Aug -

Aug

Total
= Exports
—— Imports

2005 I 2006 I 2007 I 2008 I 2009 I 2010 I 2011 I 2012 I 2013 I 2014 I 2015 I 2016 I 2017 I 2018 I 2019 I 2020

* Excluding Hong Kong.
Source: China Customs and Haver Analytics.

55
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China’s consumer has become much more
cautious

China consumer appetite
Index, Nov 2017 = 100 (local peak in Fathom's China Momentum Indicator 2.0)

110 r 110
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2017 2018 2019
—— Retail sales volumes (twelve-month % change)
—— Bank lending to households (twelve-month % change)
—— Aviation passenger-kilometres (twelve-month % change)
Source: Refinitiv Datastream
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US house price growth is slowing quickly now

S&P Corelogic Case-Shiller Indices
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Sources. S&P Dow Jones Indices & Corelogic
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And US jobs growth is slowing

Job growth slowdown

312K
MNonfarm payrolls
3-mo moving average
282K
277K Vionthly gain
270K . Meonthly gai
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227K
’ 216K
196K 196K
L/
182K 178K 78K
159K
153K . —
130K
108K
SEK 62K
Feb18 Aprig Jun 18 Aug 18 Cct 18 Dec 18 Feb 189 Aprig Jun 19 Aug 19

SOURCE: BLS
CNBC

%4 FORSYTH BARR

0800 367 227

forsythbarr.co.nz

22



Trend outlook for US employment declining

65

T
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US NATIONAL AND REGIONAL EMPLOYMENT M-PMIs %0
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Source: Federal Reserve Banks of Dallas, Kansas City, New York, Philadelphia, and Raichmond.
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Recessions tend to accompany negative payroll
revisions

15 1.5
PAYROLL EMPLOYMENT: REVISIONS
(12-month sum, millions)
1.0 1.0
Most Recent Less
First-Reported
5 - 5
0 J.“_w iy 0
5 -5
1.0 —-1.0
1.5 —-1.5
0 —-2.0
23 Lo oo oo TommaToon Toooe oo T Too o Tor o Tor i Ton o Tonta Tonia Tomis Torie Tonio Tonis Tonio Toman Tomos 1 23
2000 ' 2001 ' 2002 ' 2003 ' 2004 ' 2005 2006 ' 2007 2008 2009 ' 20101 2011 ' 201212013 " 2014 1 2015 T 2016 ' 2017 ' 2018 ' 2019 ' 2020 1 2021 T 2022

Source: Bureau of Labor Statistics.
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The US consumer is about to feel price pain

The Rising Cost of the Trade War

Annualized Cost Based on Value of Goods x Tariff Rate
2018 Import Levels, Billions of USD

$140 —r$140
U.S. implements 15% tariff
on %lSWCﬁh’l‘l’
$120 + Tarf rased to 3120
30% on ~$2638
from Ch‘ml
$100 T U.S. implements 15% tariff T $100
on ~$111Bfrom China
$80 + Tar#f raised to + $80
25% on ~$207!
from China
$60 + T $60
U.S. implements 109 tariff
on~$2078 from China
$40 + - $40
$20 + - $20
$0 - - $0

Nov-17 Mar-18 Jul-18 Nov-18 Mar-19 Jul-19 Nov-19

Source: WSJ, Daily Shot
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Globalisation and technology continues to drive
durable goods deflation

10 10
CONSUMER PRICE INDEXES: DURABLE GOODS

1 (percent change)
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Source: Bureau of Labor Statistics.
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Fed only has 225bp of rates to cut this cycle

475

FORSYTH BARR

US policy rate
Per cent, upper bound

20~ - 20
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5 1 5

I
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= Fed funds target rate

Source: Refinitiv Datastream
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As activity slows, so does earnings growth

20 66
S&P 500 AGGREGATE REVENUES GROWTH & US AVERAGE PMI |
15 - 62
- 60
10 - 58
[ - 56
5 - 54
Aug - 52
0 Y 50
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48
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- 44
10 - 42
S&P 500 i
Aggregate Revenues* 0
15 (yearly percent change) (3.0) — 38
—
Average of _ 30
0 M-PMTI & NM-PMI (52.8) .,
-
32
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* S&P quarterly data, not per share. Revenues are derived by multiplying S&P 500 revenues per share by the S&P 500 divisor for each quarter.
Source: Standard & Poor’s and Institute for Supply Management.
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If E falls, US equity valuations harder to justify

US S&P 500 price / earnings
Ratio
354 - 35
30 A - 30
25 4 - 25
20 4 - 20
15 1 - 15
10 A - 10
5 T T T T T T T T T 5
1975 1980 1985 1990 1995 2000 2005 2010 2015
Source: Refinitiv Datastream
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And earnings downgrades are coming

Earnings revisions remain downbeat

y-0-y % change, forward earnings
30
26
22
18

U.S.

Euro area

—
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L . L L ' AL - |

L] L]
Emergin‘;\A

markets

1
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0]
L oL 1 L
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Source: Bloomberg, IIF
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NZ still has growth, but it’s slower paced

8
Real GDP growth - annual % il e el sloniodls

6 cha nge » Capacity

4 » Global scene

2 \ » End of cycle - watching structural indicators

0 » Some asset classes adjusting

-2 » Lots of change which is unsettling

-4 » Easing migration

Jun-03 Jun-07  Jun-11 Jun-15 Jun

» Weak confidence

A slower pace of growth is not a downturn — yet!
Source: Bagrie Economics, Statistics NZ
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"8 \\orld population projections. Disruption is here
el for agriculture but the world still needs to eat

CCCCCCCCC

O The world population is projected to 9.9 billion in 2050

O That’s up 2.3 billion from an estimated 7.6 billion now

O Africa’s population to more than double by 2050 to 2.6 billion

L Asia will rise about 717 million to 5.3 billion

O Europe (including Russia) will see a decline in population from 746 million to 730 million
L The population in the Americas is seen increasing to 1.2 billion from 1 billion now

O India +309m. Nigeria +215m. Congo +132m. Pakistan +106m

O The population of 38 countries will be smaller in 2050 than in 2018. China -50m. Japan -25m.
Russia -9m. Germany -4m

L) Australia 24 to 35m. NZ4.8to 6.3m

Source: Population Reference Bureau — 2018 World Population Data Sheet, Bagrie Economics
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What normally drives a downturn in NZ?

O Global recession
O Asset bubble that pops / weakness in structural indicators
O Emergence of inflation drives up interest rates
O Incompetence
» Central bank takes interest rates too far or don’t respond quickly enough
= Tends to impact quickly
» Government delivers poor policy

= Tends to be take time to impact

AN
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Source: Bagrie Economics, ANZ, Statistics NZ
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RBNZ expects asset prices to lift / people to

spend
Projected impact of interest Key topics to think about
rate changes on house prices » August / September has seen the
(%) — quarterly boost property market lift
2 » How low can physical borrowing rates go?
2.0 There is a limit

1.0
0l ‘ L » Could negative interest rates come to NZ?

1.0 ' » Will people borrow and spend more?

-2.0
Mar-14 Mar-16 Mar-18 Mar-20

Source: Bagrie Economics, RBNZ
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What are we observing

Clouds are swirling

* Banks are tightening credit availability, particularly to rural and property sectors

* House prices are falling in Auckland

* Lending to agriculture sector has hit its aggregated cap

* Increasing financial distress is evident across the dairy sector, including Fonterra

The good news

* NZ has enjoyed 18 years of excellent returns across all segments: equities,
property, farming, fixed interest

* NZ has been the best performing market in the world over the past 18 years
* NZ has outperformed the Australian equity market by 100% over the past 7 years
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NZ Equities vs the World

9% - NZ Dividend yield advantage has gone
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Source: Forsyth Barr Research
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Returns over time

This graph shows the range of returns (high-low) and average returns on key investment classes over the past 20 years.

+60% - +54.3%
+44. 7%
+40% - +36.8% +34.2%
©
a
o Y20% +15.6% +12.3%
= ) B +11.2% B +11.0% 9
= ron @47, | M 67% g t48% ° 6 B +9.7% - -
w (0] T T T T T T 1
(0 +1.8% +1.7% -0.7%
(V)
nmn -20% -
5 -24.4%
> 40% - -32.1%
< -40.0%
-47.1%
-60% -
NZ Cash NZ Fixed Interest International NZ Listed NZ Equities Australian International
Fixed Interest Property Equities Equities

Sources: Iress, Ord Minnett, Forsyth Barr Research
Past performance is not a guarantee of future performance. All returns are based in the local currency i.e. AS for Australia, USS$ for international.
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Our guiding principle is “North-West”

The goal: To achieve a higher return with less risk
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o ¢
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Source: Forsyth Barr Research
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Risk return: NZ equities moving South East

14.0% -
i NZ Equities
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Source: Forsyth Barr Research
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Dividend yields and bond rates over time
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Source: Forsyth Barr Research
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Higher yields are not without risk

_ Dividend Yield | 5 Year Bond Yield m

New Zealand
Australia

United States
United Kingdom

Germany

3.4%
4.1%
2.1%
4.7%
3.1%

1.1%
0.9%
1.7%
0.6%

-0.5%

+2.3%
+3.2%
+0.4%
+4.1%
+3.7%

Source: Forsyth Barr Research

* The prospect/impact of lower/negative interest rates accentuates investor

focus on alternatives, however risks need to be carefully considered.
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Consequences of listening to the Armageddonists

The consequences of listening to the Armageddonists, 2010-2019
Performance impact of shifting $1 from the S&P 500 to the Barclay's Aggregate Bond Index,
measured from the week of the Armageddonist comment in Table 1 to November 8, 2019

5% -+
0% {—4¥
-5% -
-10% -
-15% -
-20% +
-25% o Simon Johnson & Paul Krugman
-30% A
David Levy
-35% - Carl lcahn, John Hussman & George Soros
Bob Janjuah
-40% A Peter Schiff & Tom DeMark
~45% A David Stockman & Albert Edwards
-50% - Marc Faber & Laksham Achuthan
Robert Wiedemer
-55% A David Rosenberg
= 4 Jeff Gundlach
o Nouriel Roubini
-65% -

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Source: JPMAM, Bloomberg. November 8, 2019. Using weekly S&P 500 and Barclay's Aggregate data.
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