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Ahaven amid the stormclouds
NewZealand is forginga reputation
asa “futurehaven”—smart trade
architecture; disciplinedcrisis
management around fuel and supply
chains; stableGovernments and just
far enoughaway from international
conflict tobe seenasa safe
environment for investors.

NewZealand firms, investors and
financial institutionsare “staring
through” thecurrent international
volatility sparkedby the Iran fuels
crisis as they stakeout amore
confident future.

That’s obvious in interviewsand
thought-leadershiparticles in the2026
NewZealandHerald’s CapitalMarkets
and Investment report.

Precinct Properties’ George
Crawford identifies international
stormcloudshavea silver liningwhen
it comes to investment in the firm’s
capital partnerships, particularly in
Auckland.AucklandBusiness

ChamberCEOSimonBridges (on this
page)points tohow the international
appetite for thenewgoldenvisas is
sparking investors fromacross the
globe toponyupbillionsof dollars to
invest intoNewZealand.

It’s notwell-knownbutNewZealand
is also in themidst of thegreatest
wealth transfer in its history—much
morecouldbedone.And there ismuch
more todo toaccelerateKiwiSaver as
theeconomicengine it shouldbe to
provide forKiwi retirements, as Fraser
Whineray laysout inhisKiwiSaver 2.0
campaign.

JamieGray takesa lookatwhat the
USbull runmeans forNewZealand
investors alongside a report from
GrahamSkellern,which showsKiwi
blue chips areholding steady.

WithKiwi unicorns likeRocket Lab,
Halter andCrimsonEducation
attracting international interest— the
timewasopportune forAndreaFox to

takeagood lookat the capital flowing
intoKiwi innovation. Compellingly,
entrepreneurswhohavegenerated
single-digitmillions arenow investing
in thenext generationof entrepre-
neurs—not simply renovatingor
retiring. It is apositive story asmore
andmoreof our early stagecompanies
goglobal.

We report onhowCabinetMinister
ToddMcClayhas set boldambitions
for InvestNewZealand. Inaugural CEO
RobertWall talks toTimMcCready in
his first interviewsince returning
homeafter a twodecade stretch
offshore inglobalmarkets.

Thecrisis has impacted.
LiamDannexplores if ReserveBank

GovernorAnnaBremancansteady the
RBNZ through theoil shock—as
interest rates are forecast to increase.

There is a sense thatNicolaWillis
has takenameasuredapproach inher
thirdBudget puttingaside further

funds to ensuremore “timely,
temporaryand targeted” support is
available if the crisis endures.

But there are tensions: Political
analystRichardHarman identifieshow
politicians— includingWillis—keep
dodgingNZ’s capital problem,
choosing to lookafter thepublic purse
first insteadof changing the tax
settings forKiwiSaver as advocatedby
theOECDwhichwould increase the
investmentpool at a faster clip.

EconomistCameronBagrie
applauds theendof the “sugarhits”
andelectionyear lolly scrambles,
whichhavecharacterisedprior
Budgets andCraigH. Stobo identifies
howgovernmentborrowing is
crowdingoutprivate sector
borrowing.

Enjoy the reading.

FranO’Sullivan

Distance could be our strength
Simon Bridges
sees hope in
migrant investors
and tech growth

We are still first-
world, safe, and

governed by clear
rules and

democratic
processes. And our

biggest
disadvantage over
the past couple of
hundred years is
now amassive

strategic advantage.
Simon Bridges

T here is a lot tobegloomy
about rightnow,
economically speaking. But
when I thinkaboutNew

Zealand,medium- to long-term, I feel
increasinglyoptimistic.

The reason is simple. Theworld’s
troubles aren’t going away.Wearen’t
gettingback to the idyllic 1950s,
1990s, or early 2000s (if theyever
wereasperfect aswenostalgically
remember them)any timesoon. It’s
roughand toughout there
geopolitically. Realpolitik rules.

So, askyourself aquestion.Where
else in theworldwouldyou rather
be in, say, 2030?Surely theanswer
isNewZealand.

Weare still first-world, safe, and
governedbyclear rules and
democraticprocesses.Andour
biggestdisadvantageover thepast
coupleofhundredyears isnowa
massive strategic advantage.Weare
as remoteas it gets geographically
and, for themostpart, irrelevant to
all that realpolitikhappening literally
everywhereelse.

This iswhy there ismore thana
little something in theworkErica
Stanford,NicolaWillis and
ChristopherLuxonannouncedat the
AucklandBusinessChamberat the
start of 2025aroundgoldenvisas and
high-net-worths coming in. The
policywasn’t perfect, though the
timingcouldn’t havebeenbetter.We
area first-class, difficult-to-beat, safe
haven in globally troubled times.

Without a lot of effort fromthe
Government (though theydid setup
anewagency, InvestNZ)hundreds
fromNorthAmerica,Asia andEurope
want inandareandwill collectively
continue to invest billions intoour
nation.

Actually, the initial fundsaren’t
even thepoint. It’s theexpertise,
connection, and funding that come
over time thatwill be transformative.
Thinkof thebigdollarshigh-net-
worth internationalshavealready
put into thebest golf courses in the
world (RicKayne), intoourbiggest
start-ups likeXero (the likesof—yes
he’s controversial—PeterThiel), and
intoourAucklandArtGallery,
changing it fromanearnest andho-
humcollection toone that’sworld-
class (the late JulianRobertson).
Theseare just off the topofmyhead
andwere investmentsmadewell
after thesepeople initially came to
reside inourcountry.

TheAucklandTechCouncil I chair
was formedbecause itwasclear to

meandothers inbusiness that the
quickest andmost effectiveway to
dealwithAuckland’s economic
issues— strugglingSMEs, low
productivity, lackof growthand
relativedecline in living standards—
is tobuildon the strongnichesof
technologyexcellencewealready
haveand to tryandgrowmoreof it.

In short, havingmoreKamis,
Vends, Tracksuits, andF&P
Healthcareswould solve somanyof
ourproblems. For example, rightnow
wehaveelevatedunemployment in
Auckland, particularlyamongyouth,
andHalterneeds around25newstaff
aweek. Let’s dowhatweneed toget
moreHalters. Itwillmeanmore
higher-paying jobs.

Inaddition, technology—andAI
— is an incredibly importantpart of
growingourSMEs into stronger,more
sustainablebusinesses,whether they
goon tobeworld-classornot. The
increasedproductivity, innovation
andgrowth fromgettingSMEshigher
up this technologycurve is so
obvious it’s near flabbergastingwe
haven’t donemoreon this todate.

TheAucklandBusinessChamber
isproud toworkwith the likesof
AWS,MBIEand2Degrees to turbo-
chargeSMEsand their tech trajectory.

Remember that adisproportionate
numberof ournewhigh-net-worth
migrants are tech types fromthe
SiliconValleyand the likesof
Singapore. Ifwecanconnect their
capital and, evenmore importantly,
their experience, expertise and
virtual Filofaxes toourdozensof
nascent technologybusinesses, by
the lawofpercentages, somewill
grow tounicorn statusandchange
theworld and thereforeAuckland
andNewZealandaswell.

I’m toldRocket Labhascreated
over 150millionaireemployees.Don’t
be jealous— thinkwhat thismeans
for theecosystemsaround themand
thenewsuccessful businesses that
start off thebackof this.

If I haveoneconcern, it’s this.
InmyChamber role Imeet ahigh-

net-worth foreigner about every
week.Theyare invigorating, given
they’re generallymoreexcitedabout
our little nation thanweare. That said,
what I hear fromthemis a strong
desire toconnect andaddvaluehere.
This looks like joining theboardof
oneof the start-ups I’vementioned
for the satisfactionofhelping it
transform.

It looks like gettingona local
charity’s committee tomeetpeople

andcontribute to the local
community.

Making thishappen isn’t as easy
as it seems.WeNewZealanders can
beabit insular andcomplacent. If the
connectionsaren’tmade, Iworry that
wewill lookback inahandful of
years’ timeandwonderwhy these
peoplewith somuch toofferdidn’t
stickaround.

TheChamber is ready toplay its
part.Weareexploringhowwecan
ensure thosecoming inunder the
Active InvestorPlus schemecan
meet andnetworkwith like-minded
Kiwibusiness leaders inareasof
mutual interest.

Getting the capital andexperience
in-country is exciting and leavesme
full ofhope.However, it’s onlyhalf
thebattle.Weneed toensureour
newcomers’ timehereallows themto
connect andputdownmeaningful
roots. If youget aChamber invite,
choose tocomeoverNetflix. If you
want tohelp, evenbetter.

This canbeour time.

● SimonBridges is CEOof the
AucklandBusinessChamber.
AucklandBusinessChamber is a
sponsor of theHerald’s CapitalMarkets
and Investment report.
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Super Fund overtakes ANZ
as NZ’s biggest taxpayer

Source: NZX. Herald Network graphic

NZ tax paid for the NZ Super Fund As at 30 April 2026

NZ Super
Fund return

Change in net
asset value

NZ income tax
paid or received

Government
contributions

Last 12
months

Last 5
years p.a.

Last 10
years p.a.

Last 20
years p.a.

Since
inception

p.a.

17.19% 8.86% 11.04% 9.40% 10.17%

$11.19b $33.74b $61.03b $81.19b $91.05b

($2.52b) ($6.12b) ($9.17b) ($13.21b) ($13.66b)

$0.15b $7.82b $12.55b $19.64b $27.43b

How the Super
Fund turned from
retirement buffer to
Budget backstop

Source: NZSF contribution rate model. Business Economic and Fiscal Update, 2026. Herald Network graphic

$billions

June 30, 2026 2027 2028 2029 2030

1.577$b

91.561

1.687

97.540

1.798

103.911

1.915

118.549

2.040

126.035

Forecast
tax payment

Fund closing
balance

How the Super Fund grows and pays tax

The Super Fund is ready
to co-invest billions

alongside some of the
world’s most
sophisticated

infrastructure players,
butWellington’s political
and regulatory caution
keeps turning potential

strategic assets into
stranded opportunities.

John Payne

T he Super Fund is now New
Zealand’s largest taxpayer,
paying far more in tax than
the Crown stumps up each

year to help build the country’s re-
tirement nest egg.

The fund’s latest full-year income
tax return shows it paid $1.7 billion
in the 12 months to June 30, 2025.
Already, the fund has paid pro-
visional tax of $0.96b in the year to
date. This compares with the $994
million ANZ New Zealand paid in the
year to September 30, 2025.

There’s more to come. Treasury
figures show the fund is projected to
pay $100b in domestic tax between
now and when withdrawals from the
fund are projected to commence in
2054, according to the Super Fund’s
Head of Tax, John Payne.

Designed as a buffer for tomor-
row’s retirees, the fund is increasingly
helping to underwrite today’s govern-
ment budgets. It is now at a point of
maturity where the tax it is paying
significantly exceeds the Govern-
ment’s contributions to the fund, and
is an important part of the picture
when talking about the value it
provides to New Zealand.

Another side to the equation
Nicola Willis’ May 28 Budget also
staked out an increasingly steep
curve for the Government’s contribu-
tions to the fund. But even though
annual projections reach $1.049b in
2030, they are still way below the
fund’s forecast income tax payments.

Under Budget forecasts, the first
withdrawals from the fundhave been
delayed to 2054. That means the first
small withdrawal of $32m in 2028
won’t take place.

The upshot is current taxpayers
will have to continue to foot the full
bill for today’s NZ Superannuation
payments for another 25 years. And
while the Boomer generation bubble
will largelyhavepassed through,Gen-
eration X and their successors would
beadvised tobuildup theirKiwiSaver
accounts in the meantime.

Clearly, the fund would grow far
faster and be able to provide a buffer
for future super payments earlier if
it were not taxed. But Treasury likes
the taxable model for flexibility. The
contributions and withdrawals pro-
file will continue to change — for
example, if the fund exceeds return
expectations, the required Govern-
ment contributionswill be lower than
currently projected. Changes to the
generosity of the current NZ Super
(aka National Super) policy, popula-
tion demographics, and GDP would
all influence the model.

Nifty earner
Latest figures show the fund’s net ass-
et value was $94b at May 31, 2026 (on
an unaudited basis). This is an in-
crease of $3b over the $91b recorded
at April 30, 2026.

The increase was primarily driven
by world stock markets with the S&P
500, for instance, up 5.1% for May
2026. The fund’s value is on track to
double every decade or so.

The Government — aka “the
Crown” — has the flexibility to spend
domestic tax paid by the fund on
whatever it wants — that is its pre-
rogative and was always the intent.
But withdrawals must be used for
superannuation. As mentioned pre-
viously, thosewithdrawalswon’t now
take place until 2054.

Treasury models the fund’s ret-
urns at roughly 7%-7.5% and, as-
suming about 24% of that is paid in
tax into the consolidated fund, the
result is a structure that gives Cabinet
ministers maximum flexibility, effec-
tively helping to pay today’s pensions
even before any formal drawdowns
begin, but it does raise questions over
the erosion of the very nest egg that
is meant to protect future genera-
tions.

Nation-building
TheNZ Super Fund is already seeding
the nextwave of green infrastructure.

Alongside Copenhagen Infrastruc-
ture Partners — the Danish specialist
aggressively transforming the North
Sea into a global green energy hub
— it is backing a proposed offshore
wind project off the South Taranaki
Bight that could deliver around 11%
of New Zealand’s current electricity
demand.

In March 2022, the fund establi-
shed the Taranaki Offshore Partner-
ship. With a capital cost in the order
of $5b-$6b, the schemewouldmateri-
ally ease dry-year risk and reduce
reliance on fossil back-up at Huntly,

however, it has become hostage to
slow-moving legislation and a tangle
of seabed and Māori interests rather
than any shortage of capital.

Sound familiar?
In fact, it is reminiscent of the pol-

itical paralysis that scuppered the
fund’s earlier proposal for an Auck-
land light rail project that never got
off the ground.

Well before the current offshore
wind push, the NZ Super Fund had
tried to import the Quebec model of
pension fund-led infrastructure to
Auckland.

The Guardians of the Super Fund
formed a joint venture with CDPQ
Infra, called NZ Infra, to bid on light
rail development in Auckland.

La Caisse de depot et placement
du Quebec (CDPQ) has a mandate to
support economic development and
pension fund-led infrastructure.

Under former CEO Adrian Orr and
his successor, Matt Whineray, the
fundproposed thepartnershipwould
finance, build and operate light rail
on a long-term concession, much as
La Caisse does in Montreal.

The concept — effectively letting a
sovereign fund and its Quebec cousin
take on project risk in exchange for

decades of steady returns — never
made it past Cabinet.

A pattern has emerged: the Super
Fund is ready to co-invest billions
alongside some of the world’s most
sophisticated infrastructure players,
but Wellington’s political and regula-
tory caution keeps turning potential
strategic assets into stranded oppor-
tunities.

How the 40-year model works
Treasury models NZ Super Fund
contributions, withdrawals and tax
payments over a 40-year time frame,
refreshed every six months.

As the fund’s Payne explained to
the Herald, two of the key inputs into
themodel are NZ Superannuation ex-
penditure andGDP. Estimates ofwhat
NZ Super will cost are driven by pro-
jections of population demographics,
CPI and average ordinary time wage
growth. Long-term GDP projections
are also influenced by population
projections.

“The size of the fund over time is
also a key input into the model and
the resulting contribution/withdraw-
al track,” said Payne.

“Thekeydrivers of this are the star-
ting point level — in effect, past per-
formance and contributions — and
the fund’s expectedbefore-tax annual
rate of return, recently revised down
to 7.2%.

“They work backwards so that, on
paper, the fund is exhausted at year
40 — but because the exercise is re-
runeveryBudget, the fundeffectively
continues for decades, peaking then
declining as a percentage of GDP, but
continuing in perpetuity.”

Taxing stuff
Treasury estimates tax paid at 24%.
“This is the domestic tax we pay on
our returns,” adds Payne. “If the fund
has a strong year, it will pay more tax
— if it records anegative return, itmay
not pay any tax. The model takes a
long-term view and we feel the 24%
is a reasonable proxy.”

The corporate tax rate is 28%, with
non-equity investments generally
taxed at this rate. The fund pays tax
on New Zealand and listed Australian
dividends it receives, less a credit for
any imputation credits or foreign tax
withheld. Capital gains are excluded
(andnodeductionwhenmarkets fall).

For all other equity investments, it
pays tax under the FIF regime using
the FDR method: on a deemed 5%
return on global listed equity value,
taxed, while actual dividends recei-
ved and capital gains are excluded
(and no deductions made when mar-
kets fall).

● Thesecondpart of Fran
O’Sullivan’sNZSuperFund reportwill
run in Saturday’sWeekendHerald.

Capital Markets
Fran O’Sullivan
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Investment in sustainability
Sustainability is key
to long-term returns
and resilience, says
the Super Fund’s
Will Goodwin

Investment in renewables and electrification continues apace.

Sustainability is not a
‘nice to have’, nor is it a

cyclical overlay. It is
fundamental to risk,

return, and resilience
over decades, making it a
core component of any
long-term investment

strategy.
Will Goodwin

continued on B5

I nperiodsofmarket stressor
shifting sentiment, theongoing
relevanceof long-held
investmentprinciples is often

questioned.Over the last two to three
years, rising interest rates,
geopolitical tensions, rapidadvances
in technologyand spikes inoil prices
have led some investors toquestion
their beliefs.

When it comes to sustainable
investment, however—contrary to
someperceptions— leadingglobal
investors, likeus, are staying the
course.

In 2025weworkedalongside
investmentexpertsWTWtocomm-
issiona surveyof leadingglobal asset
owners—sovereignwealth fundsand
publicpension funds.

This study showed that investors
were shifting fromenvironmental,
social andgovernance (ESG)
compliance-typeactivities to
strategic, systems-level thinking to
support sustainable investment
outcomes. Inparticular,with the
global investingopportunity set
facing long-term financial challenges
fromsystemic risks, leading investors
are increasingly incorporating
climateandsustainability scenarios
into their portfolios.

TheNZSuperFundexists to serve

futuregenerations. This longhorizon
shapeshowwe thinkabout
investment risk. Climatechange,
resourceconstraints, social stability,
governancequality arenot abstract
concepts: theyarevariables that
shape long-term financial outcomes.

Sustainability isnot a “nice to
have”, nor is it a cyclical overlay. It
is fundamental to risk, return, and
resilienceoverdecades,making it a
corecomponentof any long-term

investment strategy.
It canbe tempting to think that the

rulesof investinghavechangedand
that this time isdifferent. It canbe
hard todiscern the signal amid the
noise.

But if anything, avolatile investing
environment reinforcesa simple
truth: long-termsustainable investing
is aboutunderstandingand
anticipatingchanging structural
forces, not reacting to them.

For investors likeus, thatdoesnot
meanpredicting exactlyhowthese
dynamicswill playout. Itmeans
developingand implementingan
investment strategy that ensures the
NZSuperFund is capableof
deliveringacross a rangeofpossible
futuresand is bestpositioned to
benefit over the long term.

Sustainability, in this context, is not
separate from investing.

It is at theheart of investing.

Climate Change: A Systemic
Investment Issue
Climatechange is themostvisible—
and financiallymaterial—expression
of sustainability risk.

In response topolitical pressures
andshort-termperformance
concerns, some investors,
particularly in theUnitedStates, are
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Financing the future —
are more funds the answer?

Future funds
become election
battlegrounds
for economic
ambition, writes
Fran O’Sullivan

NZ First is promoting a
$100 billion fund focused

on investing in New
Zealand infrastructure. It

would also be ring-
fenced from political

meddling and billed as a
silver bullet for

infrastructure funding.

Infrastructure NZ has
welcomed Labour’s

proposal, saying it would
secure Aotearoa’s future
andwould be a positive
step towards long-term
infrastructure planning.

Chris Hipkins Winston Peters

A t his 2024partyconvention,
NewZealandFirst leader
WinstonPeters spruikeda
“future fund”. Labour’s

ChrisHipkins followedsuit butMayor
WayneBrown is theonlyone (so far)
tohaveactually sold shares in
commercial assets to formaFuture
Fund forhis city—Auckland.

Typically, Brown tooka
commercial approach, opting to sell
thecouncil’s residual stake in
AucklandAirport, reckoning the
returnon theprofessionallymanaged
fundwouldoutstrip the former
dividend flow.

NeitherPetersnorHipkinswere in
aposition to followsuit. The former
because itwasnotpart ofNZFirst’s
2023coalitionarrangements; the
latter becauseLabour isnot in
government. Both regard selling
shares in state-ownedassets as
politically toxic.

Whiledetails are frustratingly
scarce, their respective fundswill
feature in theupcomingelection
campaign—andsuch initiativeswill
likelybeon theagenda forpost-
election talks.

BothPeters andHipkins cite
Singapore’sTemasekas a rolemodel
when it comes to spurringeconomic
growth.TheS$434billionglobal

investment companyholds the
SingaporeGovernment’s commercial
assets—amongothers—onanarm’s-
lengthbasis.A similarmodelhere
would seeall theGovernment’s
holdings inSOEsandpublicly listed
companies transferred toanew
government-owned fund,which
wouldmanage theportfolio.

Capitalwouldbe recycled— if
assetsweredivestedand reinvested
innewcompanies. That’s not going
tohappen.

Peters earlier toldmea lot of time
was spentworkingwithTreasury to
try to getLabour involved ina similar
initiativeduringaprevious
government.

“Itworks. I’mseeingawhole lot of
countries that are thinking thatway.”

NZFirst is insteadpromotinga
$100billion fund focusedon
investing inNewZealand
infrastructure. Itwouldalsobe ring-
fenced frompoliticalmeddlingand
billedasa silverbullet for
infrastructure funding.

Thedevil is in thedetail —andNZ
First’s FutureFund is lighton them.
Puristswill beaghast at thenotionof
offering tax incentives toattract
infrastructure investment, though it

tallieswith thephilosophybehind the
party’s proposal for a special
EconomicZoneatMarsdenPoint to
“provide relief” fromplanning
regulationsand theResource
ManagementAct.

Taxand investment incentives
and reducedcompany taxeswould
alsobeconsidered for thezone, as
part of awider strategy toproduce
moregoodsand services for export.

Thepotential benefits froma
$100b fundare significant. Butwith
theestablishmentofNational Infra-
structureFundingandFinancing to
connectprivate capitalwithNew
Zealand’spublic infrastructurepro-
jects, theopportunitymayhave
passed.

WherePeters isminingvotes is
with theparty’s proposal tobuyback
theBankofNewZealand (BNZ) from
itsAustralianparent,National
AustraliaBank (NAB), andmerge it
withKiwibank.Thegoal is to create
amajor, state-owned “NationalBank
ofNewZealand” to increasemarket
competitionandkeepbankingprofits
onshore.

Peters estimates thepurchase
price tobe in the rangeof $7.5b-$15b,
whilemarket experts suggest it could
costupwardsof $20b.Theproposed
funding stackwould involve issuing
domestic sovereignbankingbonds,
long-datedCrowndebt, andutilising
investmentvehicles like theFuture
FundandACC.His coalitionpartners
havepanned theproposal.

Labour’s proposal
Labour’sNewZealandFutureFund
alsodraws inspiration from
Singapore.Aimedatboosting
domestic investment, theparty’s
flagshipeconomicpolicyproposes
keepingCrownassets inpublic
ownershipand leveraging their

dividends to fundnational
infrastructureand innovativeKiwi
businesses.

Hipkins says tax can’t be the
Government’s only sourceof income:
“It’s time instead tobuildnewways
of generatingnationalwealth.

“TheFutureFundwill keep
opportunities inNewZealandby
investing inourpeople, our ideasand
our industries, so thenextTradeMe,
XeroorRocket Labcan thriveand
growwith thewealth theycreate
stayinghere.”

The fundwouldbe seededwithan
initial $200min taxpayer capital and
existing state-ownedcommercial
assets (suchas energygentailersor
state-ownedenterprises). There is, as
yet, no transparencyonwhichassets
will go into the fund.

TheGovernmentholds 51%stakes
in threeofNewZealand’s four listed
powercompanies—GenesisEnergy,
MeridianEnergyandMercury
Energy. It alsoholds 51%ofAirNew
ZealandandownsoutrightNZPost,
Kordia,KiwiBank, Pamu (Landcorp),
AirwaysCorporation,QuotableValue
NZandTranspower. These
companiespaid $688mindividends
to theGovernment last year.

TheNZSuperFundwould run the
fund.The single shareholderwould
be theMinister of Finance (similar to
theSingaporemodel). Butunlike the
Singaporemodelwhere its fundcan
freelybuyandsell assets, Labour’s
policy includes a legal firewall
preventing the initial “seed” assets
frombeingprivatisedor sold to
private investors.

Critics, includingeconomists from
theNewZealand Initiative, argue that
the fund forcesbureaucrats to “pick
winners” rather thanallowingprivate
capital to allocate resources
efficiently.Othersnote thatdiverting

dividends fromCrownassets reduces
revenue formuch-neededservices.

The fundwill, however, use the
assets as collateral toborrowagainst,
with thegoal of expanding the fund’s
investment capacity to asmuchas
$20bover time.

InfrastructureNZhaswelcomed
theproposal, saying itwould secure
Aotearoa’s futureandwouldbea
positive step towards long-term
infrastructureplanning.

“Labour’s proposedNewZealand
FutureFundcouldalsodepoliticise
keyaspectsof the fundingprocess—
a longoverduemove,” said
InfrastructureNZCEONickLeggett.

“NewZealand’s infrastructure
deficit iswell-knownandunderstood.
“However, solving itwill takepolitical
courage, bold long-termthinkingand
thewillingness to seekadditional
investment.A future fundasLabour
hasproposedhas thepotential to
bring scale, certaintyanddomestic
capital into the systemto fundmuch-
needed infrastructure.”

SuccessiveLabourgovernments
establishedACC (KirkGovernment);
KiwiSaverand theNZSuperFund
were launchedby theClark
Government. The last Labour
Governmentalso created theElevate
NZVentureFund,with$300million
seedcapital.

An investment in sustainability
continued from B4

beingquieter aboutESGand
sustainable investment. The reality,
however, is that investment in
renewables andelectrification
continuesapace.

Long-term investing requires a
long-term view.
Wehaveseenmanymarket cycles
where investors abandon long-stan-
ding themesbasedonshort-term
signals. The lesson is consistent: long-
termvalue is createdbystaying

strongandanchored to
fundamentals.

Weexplicitly recognise climate
changeasamajor sourceof future
uncertainty, requiringanadaptive
approach tomanaging systemic risks
andcapitalisingonnewopportu-
nities. TheNZSuperFund’s invest-
ment strategy is designed tonavigate
and tobenefit fromwhatwill bea
multi-decade transition toa lower-
carbonglobal economy.

Around theworld, long-duration
capital is increasinglybeingdeployed
intoenergy transition initiatives,

digital assets, anddecarbonisation-
linkedopportunities. Back inNew
Zealand,weare leveragingourglobal
experience in renewableenergy
development to explore the feasi-
bilityof a largeoffshorewind farm
off thecoast ofTaranaki, inpartner-
shipwith global renewables experts
Copenhagen InfrastructurePartners.

At theproposed 1GWsize, this
wind farmwouldgeneratenearly 10%
ofNewZealand’s current installed
energybase. It alsohas thepotential
to reduceNewZealand’s current
relianceonhydro lakes toprovide

baseloadpower, allowing themto
havemorebattery typecharacter-
istics and in turn reduce thecountry’s
dependenceon thermal fuels tomeet
peakdemand for electricity.

Projects suchas thishave the
potential todeliver attractive long-
term financial returns, economic
benefits toNewZealandandstrong
sustainabilityoutcomes.

Whilemarketswill always
fluctuate, andmarketmechanicswill
alwaysevolve, success for a long-
term investorwill continue tobe
basedon remaininggrounded in

enduringprinciples, noton reacting
toeverypassing shift in sentiment.

It is aboutmanaging riskacross
decades, not reporting cycles. It is
about capturing long-term
investmentopportunities createdby
structural change, notbeing
distractedbyshort-termnarratives.
And for theNZSuperFund, it is about
delivering resilient, long-termreturns
for allNewZealanders, both the
present generationand those to
come.
● WillGoodwin isCo-Chief
InvestmentOfficer, NZSuperFund
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Cost of living sees KiwiSaver withdrawals surge
Hardship is forcing
more young
workers to tap into
their savings early

If you’re not in stable
employment, then

havingmoney to put
food on the table now is

more important than
something that sits in an

account for you at age 65.
Dr Michelle Reyers

K iwiSaver hardship with-
drawals are climbing fast as
thousands of New Zealand
households face mounting

financial pressure. Higher living costs
and unemployment have pushed
more people to seek early access to
their retirement savings.

John Horner, director of markets,
investors and reporting at the Finan-
cial Markets Authority, says the num-
ber of withdrawal applications inc-
reased by 50% last year. The total
value of withdrawals was up 68% on
the previous year. “There’s certainly
an increase, but provided those are
legitimate withdrawals, then that’s
the system working as it’s designed.”

He says the challenge is ensuring
people in genuine distress can access
their money quickly while protecting
the integrity of a scheme designed to
fund retirement.

Although the increase in hardship
withdrawals is significant, only a
small proportion of members access
their funds early. About 1.7% of
KiwiSaver members made hardship
withdrawals in the year to April. The
total amount withdrawn represents a
fraction of overall KiwiSaver assets.

The impact on the overall funds
being saved remains limited. Hard-
ship withdrawals are not yet large
enough to threatenKiwiSaver’swider

role as a long-term savings vehicle.
However, for the individuals making
those early withdrawals, the conse-
quences can be substantial.

Hardship withdrawal is a feature
of KiwiSaver. The scheme was de-
signed so that people can access
funds when they are in dire financial
circumstances. Scheme members
can also withdraw savings for a first-
home purchase.

Dr Michelle Reyers, policy lead at
the Office of the Retirement Com-
missioner, says the bigger question is
not whether KiwiSaver is working as
intended, it is, but what rising hard-
ship withdrawals reveal about wider
financial pressures across New Zea-
land society.

There is a clear tension between
retirement savings and immediate

need. Reyers says of thewithdrawals:
“It’s money that’s not there to com-
pound over time. That will clearly
have an impact.

“The way the legislation is written,
the way that it is enacted, is that
hardship withdrawals have to be a
last resort for these individuals. They
can’t just access their money for any
reason, there has to be an actual
financial need attached.”

Somepeople are clearly sacrificing
future retirement wealth, but there’s
a recognition that financial survival
today canoutweigh financial security
decades from now.

Reyers says officials don’t know all
the specific characteristics of the
people accessing their savings or the
reasons why theymake withdrawals.

That’s in part because when
people make hardship withdrawals,
the requests go through their fund
provider’s statutory supervisors.
“They hold more of the richness of
the data. The Public Trust is doing
somework tounderstandmoreabout
what hardship withdrawals look like.

“The other angle is that some peo-
ple who apply for a hardship with-
drawaldon’t necessarily get approval.
There are checks and balances.”

“Inland Revenue data tells us that
about 70% of those who make hard-
shipwithdrawals are on incomes that
are lower than the median,” says
Reyers. “We know it’s predominantly
people in the 25-34 age bracket; about
half of all hardshipwithdrawals come
from that group.”

“While people in that group can
lose out on decades of compound
interest by making withdrawals, they
at least have time to rebuild their
savings before retirement.”

Hardship withdrawals are one op-
tion for KiwiSaver members facing
financial difficulties, but Reyers says
there is another option. BecauseKiwi-
Saver is essentially a workplace-ba-
sed scheme, people in paid employ-
ment who face hardship can go on
a savings suspension, and temporar-

ily stop making contributions.
“When we look at the numbers for

suspensions over the years, we see
that these have reduced over time.
At the moment, there are about
80,000 people who are on a savings
suspension. That’s less than 5% of the
salary and wage earners who are
KiwiSaver members.”

Reyers says the figures suggest
many hardship withdrawals may
come from people outside stable sal-
ary andwage employment, including
the self-employed and those in more
irregular forms of work, including the
gig economy. “If you’re not in stable
employment, then having money to
put food on the table now is more
important than something that sits in
an account for you at age 65.”

The FMA’s Horner says what the
FMA is most concerned about is that
those who are entitled to an early
withdrawal can get it and can get it
quickly. “You’ve got someone in fin-
ancial distress, so chances are they’re
in distress generally, because they’re
in a difficult part of their life. So, you
don’t want to introduce friction. But
where it’s inappropriate — and par-
ticularly where there are frauds and
scams involved — you want to create
as much friction as possible to the
point it comes to a grinding halt.
That’s the balance youneed to strike.”

One trend on social media is
videos that coach people on how to
withdraw KiwiSaver funds in circum-
stances that don’t necessarily meet
either the first home purchase or the
hardship criteria.

“I am aware of advisory firms out
there supporting people in times of
hardship who would be able to pro-
vide advice on whether or not they
can access their KiwiSaver, and my
message to them is that’s perfectly
legitimate, but where it’s illegitimate,
that’swherewewouldbeconcerned.”

The FMA is investigating fraudu-
lent withdrawal applications. Horner
says he can’t talk about these
investigations because they are ac-

tive — “whether we’ve seen the tip of
the iceberg or not is something we
continue to be concerned about.

“It’s actually informing our regula-
tory priorities for the 12 months star-
ting June.We’ve got a particular focus
on fraud and scams in that first-home
withdrawal space, rather than the
hardship withdrawal space.”

Hardship withdrawals raise an-
other question. If members are taking
money from KiwiSaver during peri-
ods of economic uncertainty, they
need confidence he value attached
to their investment accurately ref-
lects the underlying assets in the
fund. The issue becomes more im-
portant as KiwiSaver funds increase
their exposure to unlisted assets such
as infrastructure, private equity and
commercial property where market
prices are not always immediately
visible.

Horner says: “When you buy into
a fund, you want to be confident
you’re buying in at the right unit price.
If providers are not valuing their
assets accurately, then the chances
are somebody’s buying in too cheap
or too expensive, and the seller is on
the opposite side. That’s inequitable
treatment between investors.”

He says private assets can be dif-
ficult. “The beauty of being listed on
a public market is you’ve got that
pricing just inherently built in.”

When private assets are a small
proportion of an overall fund, the
impact of any incorrect valuation is
likely to be small for an individual
investor. However, across the wider
fund, misvalued commercial prop-
erty or tech startup investments add
up.

Unlike listed securities, private
assets don’t have a market price.
Some degree of valuation impre-
cision is inherent. Horner says the
FMA’s interest is in ensuring fund
managers handle that complexity rig-
orously and that when they get it
wrong, the impact remains manage-
able.

From saving to owning —
KiwiSaver’s second act
Anniversary sparks call for long-term, cross-party retirement policy, writes Fraser Whineray

For half a century we
have argued about

retirement in bursts of
ideology, fiscal pressure
and political fright. We
have built, removed,

tweaked andwarned.
FraserWhineray

N extyearKiwiSaver turns20.
Wewill alsobeclose to50
yearson froma lesshappy
milestone: the removalof a

then-world-leading superannuation
scheme.Theseanniversaries should
notpass as ceremonial dates; theyare
an invitation for leadership.

Forhalf a centurywehaveargued
about retirement inburstsof
ideology, fiscal pressureandpolitical
fright.Wehavebuilt, removed,
tweakedandwarned.Yet thecore
problemkeeps returning: howdoes
a small countrywithanageing
population, puddle-shallowcapital
markets and toomuchwealth in
housingcreatebroad-based, durable
andproductiveownership?

KiwiSaver is thebestplatformwe
have toanswermostof it. It is not
perfect. But it exists—accounts,
providers, regulation, employer
integration, incredible Inland
Revenueplumbing,member
familiarityandnearly twodecadesof
habit. KiwiSaver is aplatform for the
growthweneed tonotbe shackled
to thepolitical third rail ofNZSuper
eligibility.

KiwiSaver 2.0buildson those
foundations, keeps it simpleand
offers a cleardestination.KiwiSaver
2.0’s shapingcomes from
engagementwithmore than30
diverseorganisations,with the
objectiveof threadingapolitically
ambidextrousneedle. If a retirement
policycannot survive sixelections, it
is not reallypolicybut a temporary
arrangement,with a repealdate
waiting tobe triggered.

That iswhy reformneeds super-
majority legitimacy.Not 51%,nora
Budget surprise.Not a trophy for any
oneparty,whichatmostwill get 35%.
Itmustbebroadenough thatNational
seesownershipandenterprise,
Labour sees fairness anduniversality,
NZFirst seesnational resilience,Act
sees individual capital, theGreens see
intergenerational justice, andTePāti
Māori seewhānaubalance sheets

that compound.
Many in the financial services

sector, including capitalmarkets,will
have thought aboutKiwiSaveraspart
of retirement solutions.Andmanyof

thosehaveconsidered silver-bullet
answers ina comfortableofficenext
toaBloomberg screen.Retirement
policy is litteredwithperfect
solutions that cannot survivecontact
withpolitics.

In long-termsavings, political
durability isnot anice-to-have. It is
prettymuch theonlyconsideration.

So if youdohave thatutopian
answerand it doesn’t get 70%public
support, spendanafternoon
screaming intoa southerly in the
Catlins. Itwouldbeanequally
productiveendeavour.

KiwiSaver 2.0will not
automaticallydeependomestic
capitalmarkets. It growspersonally
held savings that (correctly) canbe
investedwhere thememberwants
themtobe invested.Andbefore
anyonedemandsaproportionof
mandatorydomestic asset allocation
to solve that issue, re-read the
previousparagraph.

TogrowKiwiownershipof
productiveassets,weneed the
capital-markets intermediary to fire,
which isquite achange indirection.
For too long, themost effectivecapital
markethasmatchedhouseholds to
mortgages, nothousehold savings to
productiveenterprise.

Householdnetworth iswell north
of $2 trillion, andpropertydominates
it. KiwiSaver, at roughly$145billion,
is substantial but still small beside
housing. TheNZXMainBoardmarket

capitalisation is about $180billion.
Themanaged funds industry is larger
butmuchof it goesoffshore, chasing
diversity, liquidity and return, despite
Foreign InvestmentFund taxes. Bank
deposits remainenormous, given
their poor real returns.

That isnot a criticismof savers.
There is real historydriving the fear,
plus thin financial literacy.Myown
stock-picking is sowoeful, I leave it
to fundmanagers.At least I don’t have
toblamemyself for thewrong timing
and/or choices. I pay thema feeand
offer themthegift ofhindsight.

More recently, thenation’s
investment confidencehasbeen
strengthenedby theworld-leading
SuperFund,whichhasbeenshowing
Kiwishow to starediversified
volatility in theeye.Time in the
market, not timing themarket.
Convictiononportfolio strategy
when thepanic sets in.

Thedomestic capitalmarket can
hope for anequivalent sliceof a larger
KiwiSaverpool, ordo something
muchbetter for thecountry. Tohelp
Kiwisownmoreof it,without local
or central governmentas the
intermediary.

For example,whereare the four
toll roads—consented, built,
operatingandpackaged intoaclean
vehiclewith independent
governance, disclosure andadaily
price— soKiwiSavers canownasmall
piece, and theGovernment can

recycle the capital intodeveloping
thenext four? InfraKiwipoints
stronglyat this opportunity, butwe
need farmore infrastructurevehicles,
regional growthassets and listed
structures thatmakeownership
attractive toNewZealanders through
professionalKiwiSavermanagers.

KiwiSaver 2.0 lengthens fund
manager switchingperiods,
removingabarrier—orexcuse— to
holding (potentially) less-liquid
domestic assets.

Kiwisdowant toownKiwi
businessesandassets that are
professionally run. Thequestion is
whetherour capitalmarkets
professionalswillmeet that instinct
withworthystructureand
opportunity. Therehavebeenplenty
of good reports andstudieson the
capitalmarkets.

However, thebroaderelectorate
isn’tmotivatedby financial-speak.
Perhaps thekey recommendations
fromthose reportsneeddiverse
engagement to get aplain-language
“why” intovoter conversations?

At 20years, KiwiSaver’s secondact
shouldbemuchmoreambitious than
Kiwis savingmore. It shouldbe the
beginningofwidespreadKiwi
ownership. Todo that, thecapital
markets communityneeds tobroa-
den its friendgroupand reignite its
ambition.
● FraserWhineray is a company
director.

Capital Markets
Bill Bennett
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Can a ‘cool Swede’ steady
RBNZ through the oil shock?

Dr Anna Breman
has ushered in an
era of increased
transparency

Source: RBNZ estimates. Herald Network graphic
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Swedish central banker Dr Anna Breman, pictured here on Ryan Bridge Now,
has ushered in an era of increased transparency for the Reserve Bank.˘

W ho’dbeacentral
banker?TheReserve
Bank, alongwithcentral
banksworldwide, faces

anear-impossible task thisyear.
Itmust assess andacton inflation

risks tied to aMiddleEast stalemate,
which remainsentirely
unpredictable.

How longwill theStrait ofHormuz
remainclosed? If anagreement is
reached, how longwill oilmarkets
take to recover?Towhat extentwill
highoil prices flow through to
inflation inotherpartsof the
economy?

Andwill theoil shock slowgrowth
somuch that inflation remains
muted?Ordowe face theunpalatable
prospectof stagflation—high inflation
and lowgrowth—aswedidafter the
1970soil shock?

Financialmarkets ebband flow
everydayonoftencontradictory
statements fromDonaldTrump,his
officials and Iranian leaders. Traders
canshift their positionswithin
minutes. Central bankersdon’t have
that luxury.

Against that backdrop, it comesas
somerelief that last year’s internal
turmoil at theRBNZappears tobe
behind it.

Ayearago, theReserveBank’s
primarymission— targeting inflation
—wasovershadowedby internal
turmoil and the fallout fromthe
departureofGovernorAdrianOrr.

As ifOrr’s dramatic resignation in
Marchwasn’t destabilisingenough,

the fallout from thehandlingofhis
departure lingered formonths.

Long-timechairNeilQuigley
resigned inAugust and, by theend
of September, anewgovernorwas
appointed.

Swedishcentral bankerDrAnna
Bremanhasushered inaneraof
increased transparency for the
ReserveBank. Sinceherarrival in
December,wehave seen thevoting
split of themonetarypolicy
committeememberspublished.

Then, in the latestmonetarypolicy
statement (MPS),wehavehad full
disclosureofhowmembersvoted—
includingnames.

We’veevenseena relaxationof
theexpectations forpublic speaking
byexternal committeemembers.

It’s telling that this increased
openness comesat a timewhen the
committee is evenly split on thepath
for interest rates.

A three-threedivideonwhether to
lift orhold theOCRrequiredBreman
toapplyherdecidingvote. If there
wasanyconflict around thisdecision,
it is heartening to see that itwas
entirely focusedon theReserve
Bank’s core job.

Bremanhas thus farbeencool,
calm, andconcise inherpublic

appearances. There isno suggestion
that thedividedcommittee reflects
anythingmore than the finely
balancednatureof the situation.

TheGovernor seemsunrattledby
mediaquestionsdesigned to implya
deeperdivision.

With regard toherdecidingavote
tokeep theOCRonhold, shewas
asked: “Whatmadeyousocertain
that itwas the rightmove?”

Itmusthavebeen tempting to
respondwitha glib remarkordismiss
thequestion. ButBreman took it at
facevalue. “Weall recognise thatwe
haveanuncertainglobal environ-
ment currently,” she said. “But I
lookedat theupside risk to inflation
andourmain forecast. I also looked
at growthand Imadeanassessment
onhowI see these two forces.”

If therewasanysarcasm in the
response, itwasburieddeeply. It
indicatedadegreeofpatiencewith
themedia thatwehaven’t seenat
ReserveBankpress conferences for
some time.

Itwouldbe stereotyping to talkof
a “cool Swede”. I thinkwecan thank
tennisplayerBjornBorg, nicknamed
the Iceman, for thecliche. But the
stability thatBremanprojects—even
in the faceof apotentially

contentious split decisionby the
Committee— ishighlyvaluableat a
timewhen theReserveBank faces
suchachallenging setof
circumstances.

For all that, thedivision in the
MonetaryPolicyCommitteeappears
tomirror a classic economic tension
betweenhawks (thosemoreconcer-
nedabout inflation) anddoves (those
moreconcernedaboutmaintaining
growth).

Thedivide is alsoevident in the
outlookof someofNewZealand’s
majorbankeconomists.

Westpac’sKellyEckholdhas stated
hispersonalview that theOCRshould
havebeen lifted inMay,despite the
Westpac team forecasting the first
risewould come inJuly.

Meanwhile, atKiwiBank, chief
economist JarrodKerrhasbeen
forthright inhis view that the rate
should remainunmoved for the
foreseeable future—arguing that the
hit toeconomicdemandwill be
sufficient todampenmedium-term
inflation.

Butultimately, itwill be theunen-
viable taskof theMonetaryPolicy
Committee to judgehow likely theoil
price, inflationary spike is topass
throughandbecomeembedded in
thecoreof theeconomy.

Theyhavea recentprecedent for
a supply-side shock— thepost-Covid
commodity spike sparkedby the
UkrainewarandSuezcanal blockage
in2022.Thatwasexpectedbymany
tobe transitory, butultimately
requiredmuchhigher interest rates
tobring inflationdown.

Everycrisis is slightlydifferent,
though.The2022crisiswasbadly
timed in that it coincidedwith the low
interest rate settingsmanycentral
banks still had inplace toaddress
Coviddisruption. InNewZealand,
fiscal policywasalso still
expansionary.

This timearound,NewZealand
faces the inflation shockwithan
economythat is barelygrowing (in
fact, itmaybecontracting this
quarter). Unlike2022, unemployment
is relativelyhigh, and therewill be
less inflationarypressurecoming
fromwages. TheGovernment is also

attempting to reduce spending.
TheReserveBankhasproduced

four scenarios tohelpmanageand
assess its options.

Its basecase, or central projection,
is built onassumptions fromthe
current futuresmarket pricing foroil
and implies threeOCRhikesby
February2027andapeak in this
cycleat 3.25%.

That’s still not faroff aneutral rate
—a reminder that theReserveBank
has roomtomove in thecoming
months.

Of threealternative scenarios, two
would see rates climbhigher, andone
would see themstay lower.

In the first, oil prices stayedhigher
for longer, and firmsandworkers
passedonhigher costs intopricesand
wages. In that scenario, theOCR
wouldpotentiallyneed to riseabove
4%.

The second scenarioalsoassumes
thatoil prices stayedhigher for
longer, but that firmsandworkers
absorbedmoreof thecost andpassed
on fewer increases. Thatmight
requireamarginallyhigher rate—an
impliedpeakof 3.5%.

The third scenarioassumed the
sameoil prices as thecentral
projection, but that globaldemand
weakenedmore thanexpected.That
would limit firms’ andworkers’ ability
topassoncost increases, and
inflationcould fall below the target
midpoint, Bremansaid.

In that scenario,monetarypolicy
mightneed tobeaccommodative for
longer. Inotherwords, rates could
stayonhold.

Weshouldbecarefulwhatwe
wish for, of course. That scenario
implies that the local economic
downturnwill alsobeprotracted,
limiting inflation.

The situation is fluidandwill
require theReserveBank to stayagile
andalert to thechanging strategy.

With the insight thatnew
transparency rules giveus, the inner
workingsof thecommitteewill
ensureplentyofdramaremains for
ReserveBankwatchers.

Thisyear, though,wecan take
heart that itwill be focused in the right
place—policymaking, notpolitics.

Capital Markets
Liam Dann
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Why politicians keep dodging
NZ’s capital problem

OECDwarns
shallow capital
markets are holding
back our growth

The OECD said New
Zealand’s taxation
of capital income
and savings was

complex and
uneven, with
housing taxed

lightly relative to
financial assets and
especially pensions,

and corporate
income tax among
the highest in the

OECD.

“There is no review of taxation by the current Government under way,” says Finance Minister Nicola Willis. Photo / MarkMitchell

S lowlyand still hesitantly, the
whole issueofour capital
markets andwherecapital
might come from ismoving to

thecentreof ourpolitical debate.
Politiciansarenot leading that

movement, but rather forcesoutside
politics areapplyingmoreurgency to
the situation.

Themost recenthasbeen the
OECDreport on theNewZealand
economy,which, after twodecades
ofdrawingattention toNewZealand’s
shallowcapitalmarkets, devotedan
entire section tohowtheymightbe
strengthened.

Last year, Treasury secretary Iain
Rennie, in a landmark speech,
highlighted thedecline in thegrowth
of the capital perworker ratio asa
keycontributor toNewZealand’s low
productivityperformance.

At the same time,Transport
MinisterChris Bishop’s “Roadsof
National Significance”programme
could requireasmuchasan
additional $56billionover thenext
20years.

Thepolitical challenge is that the
easy solutions to strengthenour
capitalmarkets all haveentrenched
political opposition fromdifferent
parties across thepolitical spectrum.

Themostobviousplace to start
seeking solutionswouldbe the
sharemarket.

Currently, theNZXhasavalueof
about 35%ofGDP.TheAustralianASX
hasavalueof around 115%.

Simply, ourmarketneedsmore
companies.

Aquickway to start enlarging the
marketwouldbe if theGovernment
were toprivatise someof its state-
ownedenterprises andcrown-owned
companies.

Kordia, TVNZandPamuwould
seemobviouscandidates.

TheOECDhas long singled-out the
comparatively small sizeof the stock
market as amajor factor inNew
Zealand’s lowproductivity statistics
and therefore slowgrowth.

In2011, it observed that the
shallownessmaybe related inpart
to theprevalenceof small businesses
that lack the scale toattract foreign
capital,makingbankdebtorprivate
equity themost cost-effective
financingoption.

“Firms that growbeyondacertain
sizeareoftenacquiredby foreign
corporations that thenchoose to
publicly list offshore,” it said.

In thisyear’s report, the language
wasmoreurgent.

“NewZealand’s capitalmarkets
remain shallowby international
standards, constraining long-term
investment, innovationand
productivity growth,” it said.

“Public equitymarketshave seen
nomajordomestic IPOs since2021,
andmanyhigh-growth firms relyon
offshore investors or expensivebank
lending.

“Limiteddomestic risk capital,
modestprivatepensionbalancesand
anarrow investor base restrict the
flowofpatient capital needed for
firms to scale. “Expanding long-term
domestic savings is essential.”

Somehighly successfulNew
Zealandcompanies choose to list
offshore. Some, likeXero, are listed
solelyoffshore,while themedical
technologycompany,Volpara,was
listedon theASXandwas then
acquiredbyaSouthKorean
company.

Rennieaddressed this ina speech
to theNewZealandEconomicForum
at theUniversityofWaikato last year.

“NewZealand’s lowcapital
intensity is akeydriverof ourpoor
productivityperformance,” he said.
“NewZealandhasmuch lower levels
of capital perworker thanOECD
peerswecompareourselves to.

“Increasing this ratiowouldmean
workers canusemore, andbetter,
technologyand tools todo their jobs,
whichwill increaseproductivity.”

Renniewill nowbeaware that
officials andMPswhohave looked
into someof the recent closures in
the forestry industryhavebeen
surprisedathow little investment in
plant andequipmenthas takenplace
in recentyears.

Rennie told theForumthatwhile
investmenthadbeenonanupward
trajectory since2007, it hadnotkept
pacewith theexpandingworkforce.

“Acauseof this is likely to include
NewZealand’shighcost of capital,
which is inpartdue to relativelyhigh
tax ratesonbusinesses, includingon
inbound investment, andhigh
interest rates,” he said.

“Our taxationof investment is also
uneven,whichdistorts investment
choices. Sucheconomic settings can
discourage theacquisitionof
productivity-enhancingassets like
machineryandequipment.”

ButRennie is upagainst apolitical
brickwallwhen it comes to taxation
reform.

Thatwasevident inMay in the
reaction to theOECDreport on the
NewZealandeconomy,which
devoteda substantial section to
taxation reforms that could
strengthencapitalmarkets.

TheOECDsaidNewZealand’s
taxationof capital incomeand
savingswas complexanduneven,
withhousing taxed lightly relative to
financial assets andespecially
pensions, andcorporate income tax
among thehighest in theOECD.

“These settingsdistort household

and firm investmentdecisionsand
suppress theaccumulationofprivate
pensionsandother long-term
financial savings,which is a critical
issuenotonly for capitalmarket
developmentbut also for retirement
incomeadequacy,” it said.

“Addressing thesedistortions
shouldbeacentral focusof adeep
andwide reviewof the taxationof
savingsandcapital income, shifting
the taxburdenaway from
contributionsandannual returnsand
towardwithdrawals.

“Such reformswouldexpand the

poolof patientdomestic capital
available for equitymarkets and
strengthenNewZealanders’ ability to
buildadequate retirement savings
over time.”

LuizdeMello, thedirectorof the
OECD’sCountryStudiesbranch,
proposedanumberof Stock
Exchange reforms, includingnew
fundsandeasier listing requirements
for smaller firms.

Thecountryalsoneededhigher
long-termsavings andbroader retail
participation inequitymarkets.

Having setup thisoutline, deMello
then ranstraight intoourMinisterof
Finance,whohadbeensitting
alongsidehimashe setout a series
ofproposals that shewasquick to
reject.

First, heproposed that the
Government gradually reduce the
taxationonKiwiSaver contributions
and instead tax the incomedelivered
by theaccountson retirement.

He said thiswouldbring taxation
closer to internationalnorms,
significantly raise long-term
householdwealth, anddeepen
domestic capitalmarkets.

Williswashavingnoneof it.
“What the report proposes is quite

a radical tax reform in the sense that
it’s saying to completely change the
way thatyou tax retirement savings.
Anddoing that inaway thatwouldn’t
createa largenumberofpeoplewho
areworseoff butwouldcreate abig
fiscal impost, i.e. a big reduction in
revenue for theGovernment,” she
said.

“It’swell-advertisedandveryclear
in this report thatwearenow ina
periodof fiscal consolidation, and
we’re trying toget thebooksback in
balance.

“So radical tax reforms that require
adeficit in thegovernmentbooksare
not something thatwe’re actively
exploring rightnow.”

But theOECDwent furtheron tax.
“NewZealand’s taxationof capital

incomeandsavings is complexand

uneven,withhousing taxed lightly
relative to financial assets and
especiallypensions, andcorporate
income taxamong thehighest in the
OECD,” the report said.

“These settingsdistort household
and firm investmentdecisionsand
suppress theaccumulationofprivate
pensionsandother long-term
financial savings,which is a critical
issuenot only for capital-market
developmentbut also for retirement-
incomeadequacy.

“Addressing thesedistortions
shouldbeacentral focusof adeep
andwide reviewof the taxationof
savingsandcapital income, shifting
the taxburdenaway from
contributionsandannual returnsand
towardwithdrawals.”

Willis immediately rejectedboth
the ideaof a reviewandacapital
gains taxandblamed theLabour
Government for people investing in
housing.

“There isno reviewof taxationby
thecurrentGovernmentunderway,”
she said.

In theabsenceof anynewpolicy
fromNational, twopolitical parties,
LabourandNewZealandFirst,would
address the lackof capital through
state-funded investment funds.

NewZealandFirstwould simply
borrow$1billion,whileLabour is
proposing topackageall theSOEsand
otherCrown investments intoa sort
of Singapore-styleCrownholding
company. But theywouldnot agree
to the saleof anyentity inside the
holdingcompany.

There is thusahugegap incapital
marketspolicy,which indicates a
failure toaddresshowmoreprivate
savingsaregeneratedandhowthey
are incentivised to stay inNew
Zealand.

Sooner rather than later, our
politicianswill have toaddress this.

● RichardHarman is a seniorpolitical
journalist andpublisher of thePolitik
newsletter

Capital Markets
Richard Harman
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The problem Nicola Willis ignored
Budget 2026 failed to
tackle NZ’s productivity
crisis, writes
Barbara Edmonds

Seriously
addressing New

Zealand’s
productivity gap

requires doing the
opposite of what
this Budget did. It
requires shifting

capital away from
speculation and

toward productive
investment. It

requires backing
innovation,

research, and
companies that

create real,
exportable value.

T woweeksagoNicolaWillis
deliveredher latest Budget.
AsLabour’s financeand
economyspokesperson, I

was looking for answers to some
simplequestions: does thisBudget
helpwith thecost of living?Does it
protectvital services?Does it create
jobs?

Oneverycount, it failed.
But Iwas looking for something

else too, somethingmore
fundamental. Iwanted toknowthe
Government’s plan toaddressNew
Zealand’sproductivityproblem.

Let’s startwith the fact thatNew
Zealandhas aproductivityproblem.
It is notnewand it is not a secret.
Unfortunately, Budget 2026did
absolutelynothing toaddress it.

Ourworkers areamong the
hardest-working in theOECD, butour
economicoutput is not. Fordecades,
the IMF, theOECD, theReserveBank,
andourownProductivity
Commission told the samestoryand
pointed to the sameroot causes.

Capital flowing intoproperty
insteadof productiveenterprise. Low
researchanddevelopment
investment comparedwithother
developedcountries.Weak
competitionpolicy. Skills training that
isnot alignedwith the jobsand
economyof the future.And
geographicdistance frommajor
markets that compoundsall of it.

Theseare solvableproblems. But
they require sustainedpoliticalwill
andserious structural policy.Double
downon thewrong incentives, and
youmake theproblemworse.

Doublingdownon thewrong
choices is exactlywhat this
Governmenthasdone.

Nearly$3billion in tax relief is
going towardsproperty speculators

insteadof towardsproductive
enterprises. TheProductivity
Commission, theoneagency
specifically taskedwith
understandingand recommending
policies for our long-runeconomic
challenges,was shutdown.And the
onlyR&Dchanges in thisBudgetwere
revenuesavers like the scrappingof
AraAke—anenergy researchcentre
setup tohelpNewZealand transition
fromoil andgas.

The results speak for themselves.
WhenNational came tooffice in2023,
growthwas forecast to reach3.3%by
2026. It is nowforecast at 1.2%.
Unemploymentwas forecast at 4.8%.
It is nowforecast at 5.5%. Inflationwas
forecast tobebackat 2.1%. It is now
forecast at 4%.

TheGovernmentwill point to its
revenueprojectionsasevidence
thingsare turningaround. But those
projectionsarepartiallydrivenby
fiscal drag andahigherGST take. In
otherwords, theGovernment is
collectingmoremoneybecause

thingsaremoreexpensive, not
becauseNewZealanders are
producingmore.

TheGovernmentwants toblame
global instability. Theeconomic
pressures fromtheconflict in the
MiddleEast are real. Butoureconomy
washeading in thewrongdirection
longbefore that. Theseare the
consequencesof choicesmadehere,
at home.

Electricitypriceshave risenmore
than20% in the last twoyears.
Business liquidationsare at a 15-year
high.Andnow, thisGovernment
wants tocut 9000public service jobs.

More thanhalf of all public service
jobsareoutsideWellington.Theseare
peoplewhoprocess superannuation
payments, handlebenefit
applications, keepourborders safe,
andsupport children in schools.
When those jobsgo, it is not just
families that feel it. It is local
economies, too.

Cutsdonot growaneconomy.
Theyshrink it.

SeriouslyaddressingNew
Zealand’sproductivity gap requires
doing theopposite ofwhat this
Budgetdid. It requires shiftingcapital
away fromspeculationand toward
productive investment. It requires
backing innovation, research, and
companies that create real,
exportablevalue. It requires a skills
systemfit for aneconomybeing
reshapedby technology.And it
requirespublic services strong
enough to support thebusinessesand
households that dependon them.

Labourhas set out exactly that
kindof agenda.OurFutureFundwill
back innovativeNewZealand
businessesandkeep thevalue, the
jobs, the intellectual property, the
export revenues, here athome.Our
capital gains taxwill finally shift the
incentive structure thathaspointed
capital in thewrongdirection for too
long.

For too long theeconomic
incentives toputmoney intohousing
hasdriven investmentdecisions. But
by targetingour capital gains taxon
unproductiveassets,wewill see
morepeople investing in the
productiveeconomy.

Thesearenot quick fixes. But they
are thekindofdurable, structural
choices that seriouseconomiesmake
when theyare seriousabout growth.
NewZealandhas the talent and the
potential.Whatwehave lacked,
under thisGovernment, is aplan.

ThiswasNational’s last Budget
before theelection. Itwas their final
opportunity to show theyhada
credibleplan to liftNewZealand’s
productivity.

They failed.

● BarbaraEdmonds is Labour’s
FinanceSpokesperson



B10 nzherald.co.nz | The New Zealand Herald | Thursday, June 11, 2026

International stormclouds
have a silver lining for NZ

Precinct Properties
sees investors
turning to NZ amid
global turmoil,
writes Andrea Fox

Volatility has just become a reality. When
you get shocks like the Iran-US conflict,

you think back to last year andwe had the
tariff shock. People are almost getting
more used to it as a backdrop and are

becomingmore able to digest it.
George Crawford

F low-on impacts from the Iran-
United Stateswar are slowing
down transactions, but there
are silver linings for New Zea-

land, says George Crawford, deputy
chief executive of listed developer
Precinct Properties.

He says the investment landscape
has become harder, with down-
stream impacts — particularly on in-
terest rates — causing volatility and
uncertainty for overseas investors.

But in this sort of environment,
there are things making New Zealand
attractive, he says.

“We’re a long way from conflict.
New Zealand is a food producer and
something of a safe haven. From
offshore, those are quite attractive
sorts of insulating factors.”

Crawford believes many investors
are now looking to New Zealand as
a place to generate returns.

“They’re probably looking at Aus-
tralia and New Zealand as one basket.
And New Zealand has got some quite
attractive relative characteristics at
the moment. Our premium office
markets are in much better shape,”
he says. “We’ve got higher levels of
occupancy, we haven’t been as im-
pacted by working from home as
Sydney or Melbourne.

“We have very low levels of vac-
ancy and good office stock. The other
areawe’vebeenattracting capital into
is student accommodation for Auck-
land.We’ve got 70,000 students here,
with growth in international student
numbers and a shortage of available
student beds.

“Then we’ve got government set-
tings that are really encouraging
growth in that international educa-
tionmarket. In Australia, there’s quite
a pushback there over international
students with caps on visa numbers,
so our government settings are seen
as quite attractive.”

Adding to New Zealand’s appeal,
interest rates are nowmaterially low-
er than Australia, which helps with
generating higher returns on equity,
Crawford says.

“Our tax settings for real estate are
also a lot more favourable.

“We don’t have stamp duty, which
comes straight off the initial invest-
ment if you’re investing into Aus-
tralia. We don’t have foreign owner
land taxes or capital gains tax. So
when you factor in those things, low-
er interest rates and a better tax
structure, we can actually show in-
vestors a better return for a similar
investment in Auckland versus what
they might look to make in Sydney
or Melbourne.

“We’re still managing to attract
capital and we’re just keeping on
telling the good story about the
growth opportunities in Auckland
andWellington and the opportunities
we’re able to show in our pipeline.”

Capital partnerships
Capital partnerships are a pillar of
Precinct’s growth strategy to enable
the delivery of large-scale, complex
urban projects while attracting long-
term domestic and offshore invest-
ment into New Zealand cities.

As at December 31 2025, Precinct,
as owner, developer and manager of
city centre real estate in Auckland
and Wellington, had capital part-
nerships totalling $1.9 billion on a pro

forma, committed completion value
basis, compared with a directly
owned portfolio of around $3.3b.

The partnership assets are mana-
ged by Precinct rather than directly
owned in line with its growth model.

Precinct typically retains a

meaningful co-investment.
Highlights of its capital partner-

ships, which span commercial office,
living sectors and value-add invest-
ment strategies, include commercial
partnerships totalling around $1.1b.

These include a long weighted

average lease term partnership with
global institutional investor GIC,
which expanded in half-year 2026
with the acquisition of ASB North
Wharf. Precinct has a 24.9% interest
in the partnership portfolio, the value
of which has increased to $900m,
mostly Auckland-based.

On the value-add side of the busi-
ness, joint ventures include the Te
Toangaroa precinct, a 30ha water-
front project, in partnership with
NgātiWhātua Ōrākei andPAGprivate
equity.

Living sector partnerships include
NewZealand’s largest student accom-
modation facility, 22StanleyStreet for
the University of Auckland, with
Singapore’s Keppel Corporation. Pre-
cinct retains a 20% interest and will
manage the development to com-
pletion and when operational.

Go back five or so years and Pre-
cinct had no capital partners, Craw-
ford says. “Wewere just investing our
own capital in developments and the
assets we run.

Having capital partnershipsmeans
we can do more with the capital we
have and we’re not constrained by
the amount we can raise off our own
shareholders.

“If you think about Precinct’s strat-
egy of city centre investment and our
commitment to improving our city
centres, it’s quite a capital-intensive
strategy. What we’ve developed over
the last 10 years has probably been
$2.7b of assets like Commercial Bay,
theWynyardQuarter and someof the
assets around Parliament in Welling-
ton — that takes a lot of capital.

“Our shareholder base is predom-
inantly New Zealand-based. Our capi-
tal partners have been largely off-
shore. That’s because their style of
capital investment is to own assets
directly but in doing that, they look
for local expertise and someone with
boots on the ground.”

Crawford says Precinct wants to
do more with its existing partners, “a
good sign of success”, but it alsowants
to attract new ones. “Some of that will
be offshore, but we think that Kiwi-
Saver and the increased pools of
capital that are available in New
Zealand could be a really strong
source of capital partner growth in
the future.

“If you lookat theAustralian super-
annuationmodel they’ve had in place
for 30 years or so, those industry

superannuation funds are really sig-
nificant direct owners of real estate
assets. They undertake development
activities.

“KiwiSaver has currently got a
very small percentageofdirect assets,
but that will grow and we are in a
good position to be able to attract
some of that capital to invest along-
side us in some of our opportunities,”
he says.

Precinct is optimistic about the
future of capital investment part-
nerships. “Froma standing start about
four years ago, we’ve got through to
$1.9b in partnerships,” Crawford says.

“We see the potential for that to
grow to $4b-$5b over the next three,
four, five years.

“The pace of that will depend on
markets and opportunities but we
feel like we’ve got good momentum.
We think it’s really aligned with our
strategy of improving the city centres
but we can deliver strong returns for
our partners while also delivering
really good returns for Precinct share-
holders. Through using less of our
own capital, we can generate a higher
return on the capital that we do
deploy.”

Precinct has established its credi-
bility as a capital partner, says Craw-
ford.

“So now when we go and talk to
groups about potentially investing
with us, whether that’s in New Zea-
land or overseas, we don’t have to
explain so much.

“We’re genuinely excited about the
growth opportunities from here.

“I think volatility has just become
a reality. When you get shocks like
the Iran-US conflict, you think back
to last year and we had the tariff
shock. People are almost gettingmore
used to it as a backdrop and are
becoming more able to digest it.”

As for the investment climate at
home, Crawford notes that while
there is still interest rate volatility,
rates are not at the level of 12-18
months ago.

“As far as the outlook goes, there
is uncertainty, but we’re optimistic
that with good investment settings in
New Zealand and cities we strongly
believe are going to continue to be
economic engines, there are good
direct investment opportunities.”
● Precinct Properties is a sponsor of
theHerald’s CapitalMarkets and
Investment report.
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Reform to unlock growth
Forsyth Barr’s new
CEO Carl Blanchard
is upbeat on the
outlook for NZ debt
and equity
issuance, writes
Andrea Fox

When you see some
of the things that
are happening in
Australia that are

making it less
competitive

internationally, it
should turbocharge
the Government to
act on regulatory
settings here to
attract financial
players to this

market.
Carl Blanchard

E quity and debt capital mark-
ets in New Zealand are work-
ing well and we can expect
to see a lot more issuance in

debt markets over the course of a
year, says Carl Blanchard, managing
director of newForsythBarr business,
Forsyth Barr Capital Markets.

A 30-year veteran adviser of the
corporate finance and capital mar-
kets sectors, Blanchard took up the
role early this year after a restructure
of the 90-year-old firm, which
brought together its investment bank-
ing, institutional broking and equity
research capabilities into a dedicated
capital markets platform. The wealth
management business operates
separately.

“I’m pretty optimistic about our
capital markets. We’ve seen some
really good transactions over the past
year that have allowed businesses to
develop and, in some cases, recapi-
talise,” says Blanchard.

“For companies that are listed, cap-
ital markets have a great ability to
solve for an outcome.Whether you’re
after growth capital or you’re after
capital for restructuring the balance
sheet, you can get it. That’s not the
same for privately owned businesses
and others.

“Capital markets have great, great
resiliency.”

Coming in fromPwCwhere hewas
a partner, Blanchard says he had
missed the “cut and thrust” of the
broking industry. Before PwC, he led
the Accident Compensation Corpora-
tion’s direct investment team, and
spent 16 years at Jarden in senior
roles. He’s a former chair of the New
Zealand Takeovers Panel and former
member of its Australian counterpart.
Blanchard started his career at the
New Zealand Treasury.

He says Forsyth Barr was a “nat-
ural” business to join in his return to
the broking industry. The firm’s for-
mer chairman, the late Sir Eion Edgar,
was held “in incredibly high regard”
and his “family culture and personal
style” permeates the Forsyth Barr
business, says Blanchard.

“It’s clocked up 90 years of busi-
ness and there’s lotsmore to achieve.”

On the health of our capital mar-
kets, Blanchard points tomining com-
panies listed on offshore stock
exchanges that are coming to list in
the New Zealand market as a result
of the Government’s pro-mining posi-
tion and that “will invariably raise
capital in time”.

“It goes to show the capitalmarkets
have a life and they are there to help
companies develop and expand.

“On the other side, the debt capital
markets are super-competitive for
companies. We’ve seen issuance re-
cently where pricing has been very
favourable compared to international
alternatives. So we would expect to
see a lot more issued in debt capital
markets over the course of a year. I
would say both the equity and debt
capital markets in New Zealand are
working.”

Nevertheless, there’s a strong case
for capital markets reform, he says.

Capital markets reform
“We, as a country, have increasing
benefit — or action— in globalmarkets
and we have to take the opportunity
to realise that benefit. That requires
a whole lot of things that both the
Government and the industry can do
— but we are in an attractive time

zone relative to the US and Europe,
we have an English law and English
language heritage, low levels of cor-
ruption and distance from conflict.

“So we have to get into a position
— and this should be a cross-party
thing — where we are attracting fin-
ancial market players to this econ-
omy to set up business. That has all
sorts of benefits for the economy.

“When you see some of the things
that are happening in Australia at the
moment that are making it less com-
petitive internationally, I think it
should turbocharge the Government
to act on regulatory settings here to
attract financial players to this mar-
ket.”

Blanchard says the Government
capital market reforms announced in
late 2024 are “not enough”.

“If you’re a listed entity, for ex-
ample, and youdon’t have listed debt,
you should just be able to use a term
sheet to issue that debt. At the mo-
ment, you need a full product disclos-
ure statement to issue that debt.”

Tax changes that would not be
material to government accounts but
would help companies trying to do
IPOs would be helpful, “because we
don’t have enough of those”.

And product disclosure state-
ments could be simplified.

“It’s about really simplifying the
regime to make it relatively more
attractive to use capital markets.”

Who needs to lead these reforms?
“I would say it should be a com-

bination of the Government and in-
dustry. You do need a government
willing to do that. This Government
has been more willing to than other
more recent governments to at least
progress some things. But ultimately,
this is about productivity and a lower
overall cost of capital in an economy,
because the financial markets, or fin-
ancial system, are the driver of that.”

The industry itself has been pro-
moting ideas for reform but more
needs to be done, he says. This will
require work by a combination of the
Financial Markets Authority, the NZX
and the Government.

“If you think of the NZX listing
rules, for example,what is the optimal
set of listing rules?

“Do you need everything we’ve
got?

“Companies listed on the NZX do
need to abide with the rules of the
exchange. Those rules in part dictate
what companies need todoonadaily
basis and, if those rules seem to be
too onerous, that will lead people to
say, ‘Well, I don’t want to list, I’ll talk
to private equity.’

“Everything’s a competition here.
So how do you bring the playing field
back to be a bit more even?”

The provision of financial informa-
tion in a listing prospectus can cost
several million dollars.

“If you were to relax the rules a
little and provide information in-
vestors actually need rather than
what is set in the regulation — that
could save a chunk of money.

“Continuous disclosure is an issue.
I understand why we have it, so
everyone is trading on the most up-
to-date information but it takes some
time for company compliance.

“Therefore the question is what is
material, and where you get to at the
moment is the lowest common de-
nominator on material.”

Infrastructure investment
Blanchard also has strong views on
fixing New Zealand’s infrastructure
issues.

“First up, there’s no shortageof cap-
ital. Capital is not the problem, it’s the
ability of people to deploy it.”

As he notes, there are two types
of infrastructure: private infrastruc-
ture such as airports and electricity
companies; and public infrastructure
like roads and schools.

“Broadly, we don’t have a problem
with investment in private infra-
structure because users pay for a
service, the companies have balance
sheets and they get on with invest-
ment.

“The investment problem with
public infrastructure is that there
aren’t those funding streams in place
so people aren’t paying for a service.
There aren’t balance sheets in place

so investment relies on the decisions
of politicians. We need to flip the
public infrastructure investment to
be more like private infrastructure.”

Blanchard says he isn’t calling for
privatisation of infrastructure as a
solution. “The Government can still
own it, though I think privatisation
would help.”

He notes Auckland has water
meters. Residents pay for the water
they use.

“This allowsWatercare to invest in
the network — we need much more
of that.

“There’s no reason that can’t hap-
pen with school property, so that the
Ministry of Educationpaysaproperty
entity owned by the Crown for the
schools theyuse, samewithhospitals,
the justice sector, and NZTA.

“All of that stuff can be commercial
and run through user charges, which
allows balance sheets to be created
and investment to occur.

“I think there are moves in that
direction, we just have tomove faster
because at the moment there’s a lot
of deferred maintenance in the port-
folio and deferred maintenance gets
more costly over time.”

As for his thoughts on Forsyth
Barr’s trajectory post-restructure,
Blanchard says the wealth manage-
ment business, “continues to develop
strongly andwill continue to dowell”.

He says, “Where we need to get to
on my side of the business is to
improve thewaywe interactwith our
clients and those are the changes we
are making at the moment. We’ve got
a great team and great client relation-
ships but there’s always more you
can do.

“We need to develop the relation-
shipwith BarrenjoeyCapital Partners,
our Australian partner, and bring the
expertise along to our client engage-
ments. We’re very interested and
focused on that.”

● ForsythBarr is a sponsor of the
Herald’s CapitalMarkets and
Investment report
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Where New Zealand’s great
wealth transfer is really going

For philanthropy to
flourish, it needs
active government
support and policy
settings, writes
John Morrow

Source: The Bequest Report, JBWere NZ Philanthropic Services. Herald Network graphic

Only 55% of New Zealanders have a will.

Of those just 6% include a charitable bequest.

Yet 60% of us give �inancially each year.

How we compare:

Source: The Bequest Report, JBWere NZ Philanthropic Services. Herald Network graphic
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F ormore thanadecadewe
have talkedaboutAotearoa
NewZealand’s greatwealth
transfer as though itwere

imminent.
The reality, as ourdatanow

confirms, is that the largest
movementofprivatewealth inour
country’shistory isunderway,
thoughona longer timeline than
most assumed, and it is being shaped
by forces that changewhat reaches
families, charities andcapitalmarkets
along theway.

What is clear is that forphilan-
thropy to flourish, that transfer also
needsactivegovernment support
andpolicy settings that encourage
giving, build confidenceandmake
long-termgenerosityeasier to
sustain.

Toput it in context, the “Great
WealthTransfer” is themost
significantwealthevent tooccurnot
just inour lifetimesbut inourhistory
asanation.Annual inheritances in
NewZealandwerearound$27billion
in2024and, onpresent trends, the
cumulative transferwill reach
roughly$1.6 trillionby2050.
Charitablebequests alonewill grow
fromabout $320million today to
more than$1bwithin20years, and
that ismodelledonaworldwhere
therearenobehavioural changesat
all. It is simplya functionofwho is
dying, and thewealth theyhold.

JBWere is activelyworkingwith
the sector to ensure the settingsare
appropriate to scale thisopportunity
togreatervalue.

What continues to shift is the
when. Peoplewithcapital generally
live longer. International research
indicates that a60-year-old in the top
decileofwealth canexpect to live
around 13.5years longer thanone in
thebottomdecile. In theUnited
States, half of all charitablebequest
dollarsnowcome frompeopledying
at89orolder.Wills are revisedmore
often than theyused tobe.Onlyabout
55%ofNewZealanders evenhave
one, andmanywhodo revisit and
amend their plans in their 70sand
80sas their circumstancesandviews
change. So, it’s important to
remember that the transfer isnot a
single event. It is a long, staggered
handover thatwill playout acrossour
economy for the rest of this century.

Alsoof interest is thewho.
JBWere research showsa less-

discussed featureof this transfer:
womenare increasingly shapinghow
wealth ispassedon.They tend to
outlivemenandareoften the
surviving spouse,managingestate
decisions foryears. InAustralia,
womenareexpected to influence
more than65%of intergenerational
wealth transfers. IfNewZealand
wantsmoregiving inwills, this
matters. Thepractical question is
whether advisers, charities and
policymakers aredoingenough to
engage thepeoplemost likely to
decidewhat legacycapital is
ultimately for.

Family first, by a wide margin
Thecentral question iswhere this
money isultimately going. InNew
Zealand, around95%ofestatevalue
amongcouples initially flows to the
survivingpartner.On final distribu-
tion,most goes to their children.

Other family and friends receive
roughly 10%andcharity receives
about 1.3%.

That isnot a criticismofKiwi
generosity. Some60%ofNew
Zealanders give financially eachyear.
Butonly6%of thosewhoholdawill
includeacharitable gift in it. The
UnitedKingdomsits at almost 14%.
This iswherenormalising the
conversationabout giving inwills
becomes so important.

Who wins, who loses in the sector
Bequests are themost resilient form
of giving througheconomiccycles,
and theydeliver thehighest return
on fundraising investmentof any
channel, roughly$25 raised for every
dollar spent onAustralianbench-
marking. Thatmakes themthe single

most important fundraisingopp-
ortunityof thenext twodecades.

That risk is nowbecomingclearer
in JBWere’s latest researchbyDr
WilliamMcInerney. It points toa
moreconcentratedgivingbase,with
a smaller cohort ofmajordonors
carryinga larger shareof total
philanthropy,whilemiddle giving
comesunderpressure.

Householdcash flowremains
tight, donorparticipationhas fallen,
and thebroadbase thatonce
underpinned regular annual giving is
thinning.At the same time, the
sector’s aggregate surplushas
effectivelydisappeared, evenascosts
rise anddemandstayshigh.The
result is amore fragile funding
environment: fewerdonors in the
middle,more relianceon

concentratedcapital at the top, and
less financial resilienceacross the
organisationsexpected tomeet
growing social need.

The risk for the sector, andby
extension for the social infrastructure
thatdependson it, is ahollowingout
ofmid-tier organisations that cannot
fund thepatient, long-cyclework that
bequest fundraising requires. That is
a settingsquestion thatboards,
trusteesandpolicymakers shouldbe
payingcloseattention to.

The settings matter
Philanthropydoesnot growby
goodwill alone. It needspolicy
settings that rewardgiving, build
confidenceandhelp long-term
capital form.TheGovernment’s latest
Budget 2026decision tocap the
donation taxcredit at $100,000a
yearpoints in theotherdirection.
JBWere’s preliminaryguidance
warns thechange is likely to reshape
donorbehaviour, slowendowment
growthand reduce thepoolofphil-
anthropic capital availableover time.

The risk isnot just fewer largegifts
ina singleyear, it is aweaker
environment for long-termgivingat
theverypointNewZealandneeds
strongerprivate capital to support
communities, charities andsocial
infrastructure.

Forourmarkets, an interesting
shift is happeningwithin theportfo-
liosof thosemaking the transfers.We
arenowseeing that inmany
instances, theolder generation that
builtmuchof itswealth in residential
andcommercial propertyno longer
want tobe landlords. Theywant
liquidity, diversificationand,
increasingly, theywantprofessional
managementof assets they intend to
passon.

The result is ameaningful, sust-
ained rebalancingoutofdirect
propertyand into listedequities,
managed fundsandKiwiSaver. It is
oneof thequieter tailwindsbehind
ourdomestic capitalmarkets, and it
is likely to strengthen through the
nextdecade.

Forwholesale clients, the same
logic isdriving genuine interest in
privatemarkets andprivate credit.
Investorswhohavespent their
working lives illiquidandconcen-
tratedarenot looking to replicate that
experience in retirement, but theyare
comfortablewithmeasuredexpo-
sure tounlistedassetswhere the
underlyingyields and timehorizons
match theirneeds.Adeeper, better-
organisedprivatemarket inNew

Zealandwouldnotonly serve
infrastructureandgrowth
companies; itwouldmeet a real
demand fromthe familiesnowdoing
the transferring.

The next generation: values, or life
stage?
Thegeneral view is that inheritors
will investmore responsibly than
their parents,with sharperenviron-
mental andsocial goals. Theevidence
ismorenuanced.Kantar’s Better
Futures 2026 studyshowscommit-
ment toenvironmental sustainability
rising steeplywith age in this country:
28%ofGenZ, 33%ofMillennials, 49%
ofGenX, and63%ofBoomers.Youn-
ger generations express strongviews
but acton themlessoften, constra-
inedby thecost of living, housingand
thepracticalities of earlyadulthood.

There is a clear generational lean
among future inheritors towards
responsible and impact investing.
That is a constructive signal for the
market. It challenges fundmanagers
andadvisers to explain their role,
their value, andany returnor liquid-
ity trade-offswithprecision, so fam-
ilies canget comfortablewith the
journeywell beforewealthchanges
hands.

Giving while living
The final shift is cultural.Wealthy
NewZealanders are increasingly
blendingearningandgivingacross
their lives, rather thansaving
philanthropy for theend.Theywant
to see impact, learnalongside the
causes theyback, builddeeper
relationshipswithin thecommunity,
andoften involvechildrenand
grandchildren in thosedecisions.
Structuredgiving through family
foundationsandotherdedicated
vehicles is growing, allowing families
tobemore strategic andmultigen-
erational in their philanthropy.

Thiswill not change the
dominanceof family inheritancebut
itwill lift thevisibility andqualityof
philanthropy in this country, and it
will shapeagenerationof inheritors
whoarriveat their ownwealth
transferbetterprepared—andbetter
advised— than theonebefore them.

Somebelieve thegreatwealth
transfer is already spoken for, yet a
differentpath remainsopen tous.

If charitablebequestsof
inheritancesmoved from1.3% to just
3%over thenext 20years, annual
giving fromwills could rise toaround
$2.5b, close to aneightfold increase
oncurrent levels.

Thenextquarter centurywill test
our collective intent, as familiesmake
decisions, charitiesbuild readiness,
andcapitalmarkets respond to those
signals. Thosechoiceswill shapehow
muchof this capital contributes toa
moreprosperous and fairerNew
Zealand.
● JBWereNewZealand is a sponsor
of theHerald’s CapitalMarkets and
Investment report.

JohnMorrow isHeadof
Philanthropic Services&Family
Advisoryat JBWereNewZealand
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Investment pitchmust pay off
NZ cannot afford to
sit back andwait for
deals to come, says
Trade and
Investment Minister
ToddMcClay

Fran O’Sullivan

Even if we are the
best country in the
world, if it takes 10

years to get a
consent, 10 years to

build, that
investment dollar is
going somewhere

else.
ToddMcClay

T rade and Investment Minis-
ter Todd McClay is adamant
the Government’s new in-
vestment attraction agency

must be judged not on activity, but
on deals that “would not have hap-
pened otherwise”.

He says the global backdrop is par-
adoxical: geopolitical risk is rising
across Asia and the United States, yet
interest in New Zealand as a destina-
tion for capital is increasing.

“Firstly, we are a good place to
invest. Secondly, there is so much
uncertainty around the world. So
we’re seeing an uptick of inquiry and
interest or visits from parts of Asia
and the Middle East towards New
Zealand.”

Invest New Zealand is now fully
formed: legislation is through Parlia-
ment, a permanent board chaired by
investment banker Rob Morrison is
in place, CEO Robert Wall has been
in the role for three months, and
around 30-40 staff have transitioned
from NZTE.

McClay stresses the board and
senior appointees are investment
professionals first, public servants
second: “We have people who are

experts at this in their own profes-
sional life and they have had not so
much to do with government, which

actually is a good thing, as they’re out
talking to investors in the world in
their own language.”

Rather than building a sprawling
bureaucracy, the Government has
held back on budget and headcount.
McClay is wary of an agency that
spends “two or three years” hiring
hundreds instead of closing deals.

Invest New Zealand’s core man-
date is clear: focus on larger, trans-
formational projects, not marginal
deals that would occur anyway.

The agency is targeting invest-
ments in the $100 million to $1 billion
range, with scope to drop to around
$20m if a project can scale quickly.

Energy, data centres, and the UAE
connection
McClay considers the most immedi-
ate opportunities lie in renewable
energy and associated infrastructure.

He points to growing interest from
sovereign wealth funds in the Middle
East, including theUAE,which has set
global targets for new energy genera-
tion.

He is unapologetic about courting
investment that pairs energy genera-
tion with data centres and AI infra-
structure: “New Zealand needs more
energy,” he explains. “In many places
around the world, they see the two
together, so they will invest in the
energy generation infrastructure,
which gives the certainty — one for
the country and two for the data
centres.”

Asked if there is a political risk that
new generation will be built to power
foreign-owned data centres while
households and industry face con-
tinued high electricity prices, McClay
pushes back. He argues that addi-
tional generation expands supply for
the entire grid, and that dedicated “AI-
only” power is not realistic in New
Zealand’s integrated system.

Picking winners
Already, the Active Investor Plus
(AIP) visa has resulted in substantial
capital flowing into funds rather than
direct stakes. McClay is open to this,
particularly in infrastructure, social
housing, and the start-up sector, but
he draws a firm line against the Gov-
ernment picking winners.

“If we have a list of companies that
are pre-approved, it almost guaran-
tees an endorsement,” he says. “It’s
not the Government’s job to go out
and endorse private sector invest-
ment into a private sector company.”

Invest New Zealand will not run its
own funds. Instead, it will connect
and catalyse where it can, while
leaving due diligence and allocation
decisions to professional managers.

Chasing the Singapore and Ireland
benchmark
McClay readily concedes New Zea-
land underperforms on foreign direct
investment. Cabinet has asked Invest
New Zealand to study Singapore and
Ireland — both notable FDI magnets
— and adapt what is relevant to a
small, open economy outside the EU.

No formal FDI target has yet been
set, but McClay signals he wants New
Zealand to at least match the OECD
average over time.

That ambition, he argues, cannot
sit with a single agency. It will require
planning and consenting reform, par-
ticularly for renewable energy, to
shorten painfully long project
timelines: “Even if we are the best
country in the world, if it takes 10
years to get a consent, 10 years to
build, that investment dollar is going
somewhere else.”

In the first one to two years, Mc-
Clay’s test is simple: closed deals that
clearly would not have occurred
without Invest New Zealand’s inter-
vention, and measurable job creation
in priority sectors.

Beyond that, success will be jud-
ged by higher FDI inflows, better
quality capital, and a more sophistic-
ated conversation between investors
and government on regulatory bar-
riers and investment settings.

McClay’s philosophy can be sum-
med up as pro-FDI but cautious about
state activism: open thedoor, sharpen
the pitch, and scale the pipeline — but
stop short of the Government valida-
ting specific companies.

In a more fragmented and volatile
world, McClay’s view is that New
Zealand cannot afford to sit back: “If
it’s good for New Zealand and good
for New Zealanders, we should say
yes to it. We will help it come here.”
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Global investor to NZ’s
investment cheerleader

RobertWall has
returned home to
lead Invest New
Zealand. Three
months in as the
inaugural chief
executive, he tells
Tim McCready
what the agency
is focused on.

Our focus is onworking with international
investors to findways in which to
improve and invest in the future

productivity and growth in New Zealand
businesses.

Robert Wall

F or more than two decades,
Robert Wall was at invest-
ment firms that Invest New
Zealandhas beendesigned to

attract. Now he is running it.
Wall took up the position in Feb-

ruary, returning home to Auckland
after a career including roles in Tor-
onto and London that involved ex-
tensive work across global markets.

Three months in, he is candid
about how New Zealand looks to a
returning Kiwi.

“After 22 years away, the country
has changed enormously — and I
would say manifestly for the better,”
he says. “I’ve been really impressed
with the quality of what I’ve come
back to be a part of.”

Wall’s journey into investment
management began in civil engineer-
ing. He studied at the University of
Canterbury and spent the first years
of his career delivering roads, airports
and other major projects.

“What I enjoyed about engineering
was the ability to interact with multi-
disciplinary teams and to see my
effort result in a building or a struc-
ture or something that we could look
back on,” he says. “But I realised that
was just a small piece of the puzzle.
I thought, wouldn’t it be great to be
involved in thatwhole lifecycle?Who
had the idea? How did they get the
money to build it?”

That curiosity took him into pri-
vate infrastructure investing. Wall
was a founding member of the infra-
structure investments team at the
Canada Pension Plan Investment
Board, then a partner at United States-
headquartered Federated Hermes.

He joined Lazard Asset Manage-
ment in 2021 as head of sustainable
private infrastructure and was most
recently managing director and co-
head of the firm’s quantitative and
alternative investment management
committee. He ran investment strate-
gies for sovereign wealth funds, pen-
sion giants and insurance companies
— the same pools of capital he is now
tasked with attracting into New Zea-
land.

A two-way mandate
Wall is clear about Invest New Zea-
land’s mandate. “We are the single co-
ordinating entity for engaging with
international capital on behalf of New
Zealand,” he says. “Our focus is on
working with international investors
to find ways in which to improve and
invest in the future productivity and
growth in New Zealand businesses.”

That involves two-way engage-
ment. The agency spends a lot of time
with international capital providers,
to understand where they want to

invest, and where they are running
into constraints.

“We are in a unique position in that
we can take what the world is telling
us, work with the Government to
change constraints or create incen-
tives for that capital to flow.

“We need to listen to where the
large pools of capital want to invest.
We have high-quality businesses that
have very attractive characteristics
for investors in today’s world. We
should use that position, this oppor-
tunity, go out and communicate that.”

When asked what international in-
vestors finddifficult about doing busi-
ness in New Zealand, Wall is candid
that he is too early in the role to be
definitive. But an opportunity he sees
for further investment into New Zea-
land is that of scale.

“We have lots of high-quality busi-
nesses that are small in a global con-
text. Wewant to be able to use capital
and expertise that’s internationally
available to unlock that growth pot-
ential.”

New Zealand’s distance to the in-
vestors Invest New Zealand is trying

to attract does not concern him.
“Distance is less of an issue when

you’re working in easy-to-move
knowledge, telecommunications and
people skills — rather than commodi-
ties,” Wall says. “The challenge as an
international investor is in finding
countries you can really trust and
work with for the long term.”

Stable politics, attractive demogra-
phics and rule of law, he says, will
always outweigh distance.

Priority sector focus
Wall is explicit that the agency cannot
succeed without long-term clarity of
focus. “Not every dollar of capital has
the same impact on an economy,” he
says. “A dollar of capital invested in
a company or sector that has high
productivity or high growth potential
will allow us to address the economic
challenges in the future.”

That has shaped a set of five prio-
rity sectors for the agency: private in-
frastructure; renewable energy; data
centres and AI infrastructure; ad-
vanced manufacturing and proces-
sing facilities; and technologies in-

cluding agritech, creativetech, med-
tech, fintech and spacetech.

Each meets Wall’s test of high
productivity or growth potential. It is
a deliberately narrow list, designed to
give the agency focus rather than
sectoral breadth.

Lessons from offshore
Cabinet has asked Invest New Zea-
land to study the Singapore Econom-
ic Development Board and IDA Ire-
land — both small-economy agencies
with foreign direct investment track
records New Zealand has yet to
match. That work is ongoing.

“New Zealand has historically had
a lower amount of international in-
vestment than other small econom-
ies,” Wall says.

“We should look at comparable
countries and how they’ve succe-
eded.” He cites Singapore, Denmark,
Sweden and, to a degree, Greece and
Italy.

Wall acknowledges the limits of
direct replication but says there are
opportunities for New Zealand to
learn from other countries.

“New Zealand has an incredible
diaspora. We are part of the Indo-
Pacific.

“While we may not have the same
scale of incentives, we can look to
replicate some tools that similar-sized
countries have used successfully.”

Attracting human and financial
capital
The Active Investor Plus (AIP) visa is
intended to attract investors who
take an active role in helping com-
panies access global knowledge net-
works, capital and markets. It is de-
signed to generate higher business
productivity and job growth.

Settings were refreshed in April
last year, introducing two investment
categories: Growth (higher-risk inv-
estments with a minimum $5 million
investment over three years) and
Balanced (mixed investments with a
minimum of $10m over five years).

Uptake has been substantial.
As of May, Immigration New Zea-

land had received 730 applications
under the new settings, representing
a potential total minimum invest-
ment of $4.26 billion.

Resident visas have been ap-
provedand granted to 288applicants,

with $1.69b of capital committed into
the New Zealand economy.

For Wall, the visa is doing what it
was designed to do — bringing into
New Zealand both capital and the
people behind it.

“The Active Investor Plus is an
important part of what we do where
it connects the human capital and
financial capital that individuals can
bring,” he says.

“Wehave a really interesting group
of people who have elected to com-
mit their capital and time and want
to be a part of New Zealand.”

The majority of AIP capital has so
far flowed through Invest New Zea-
land-approved managed funds and
bonds.

“Investments into managed funds
are an active contributor to the New
Zealand economy and growth,” Wall
says.

“Theymay run throughamanaged
fund, but they’re still invested in New
Zealand businesses.”

The United States is the single
largest source of applicants, with
Greater China making up the largest
regional bloc.

“In a world with rising geopolitical
and geoeconomic uncertainty, New
Zealand continues to be an attractive
destination for international capital
and individuals,” Wall says.

A long-term project
Wall has spent his career watching
capital move around the world, and
says that in his experience, New
Zealand does not have a hard job
introducing itself.

“We should never underestimate
the warmth with which people con-
sider New Zealand — either because
of their own personal experience or
our position on the world stage,” he
says.

“If I look back over the past 20
years, the impact of New Zealand’s
position geopolitically has always
been present.”

For Invest New Zealand, that rec-
ognition of the country is the starting
point. The job is to convert it into
specific projects.

“Our role of matching investment
capital with investment opportunity
is not one done on a marketing basis.
It’s done on a project-specific basis,”
Wall says.

“We’re not an organisation that
presents New Zealand at a high level,
but onewhere we go and understand
what the international investor is
looking for.”

Invest New Zealand was estab-
lished last July, with a board chaired
by Rob Morrison confirmed late last
year.Wall arrived in February. Visible
results — by his own admission — are
months and years away.

The challenge ahead is substantial.
At the announcement of the Invest
New Zealand board last December,
Trade and Investment Minister Todd
McClay was blunt about the gap.

New Zealand’s stock of foreign
direct investment, he said, sat at 37%
of GDP against an OECD average of
53%, placing the country 27th of 38
OECD economies on stock and 31st
on inflows.

“Chronically low levels of overseas
investment have starved this country
of capital for infrastructure and busi-
ness,” McClay said. “Quite simply, we
need more capital.”

Closing that gap is the challenge
Wall and his team have been handed.

“We have to view this as a long-
term project,” Wall says.

“I’m confident we are already see-
ing the benefit for New Zealand. I see
that in some of the projects we’re
working on and the impact we’re
having with international investors.

“But there is a lot more to do.
“We’re still in the early innings of

this game.”

Who’s on the
Invest NZ board?

● Rob Morrison: chair, an
investmentbanker andcorporate
leaderwith adistinguished
international career in finance,
governance, and sustainability.
● Carmel Fisher:deputy chair, a
seasoned investmentprofessional
withmore than30years’
experience inNewZealand’s
investment industry.
● David Tapsell:a respected
legal andgovernanceprofessional
with a career spanning law,Māori
economicdevelopment, and
corporate leadership.
● Richard Hedley:an
experiencedprivatemarkets
investor andnon-executive
directorwithover 25years’
experience inglobal investment
markets.
● Mary MacLeod:a seasoned
financial services executivewith
over twodecadesof international
experience in investmentbanking
andcorporate strategy.
● Ross George:aprivateequity
leaderwithmore than three
decades’ experience supporting
NewZealandbusinesses and
institutional investors.

Capital Markets
Tim McCready
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Is this the right time to
be making transactions?

Foreign buyers eye
New Zealand assets
amid stronger M&A
outlook, says
investment banker
Silvana Schenone

Quality assets in
defensive and high-

growth sectors
command strong

attention —
healthcare, energy
transition, digital

infrastructure,
consumer staples.
Strong brands and

technology
businesses with

proven
international

growth stories are
all attracting strong

interest.
Silvana Schenone

T here is aparticular kindof
exhaustion that sets inwhen
everyweekbringsanew
variable tomodel. Thepast

coupleofyearshave tested the
patienceof even themost
experiencedboardsand
management teams: a rate cycleof
historic speedanddepth, a global
tradeorderbeing rewritten in real
time, anddealmarkets that alternate
between tentativeoptimismand
outrighthesitation.Now, aswemove
through2026, something is shifting.
It is not that theenvironmenthas
becomesimpler, it hasn’t. But the
challengesarebecomingclearer, and
with that clarity comesopportunity.

Whatwearehearing fromclients,
across sectors andacrossdeal sizes,
is a consistent set of questions.How
dowe thinkabout strategicmoves
when thegeopolitical groundkeeps
shifting? Is themergers and
acquisitionswindowopen, and for
how long?Wheredowestandon
rates?Andhowdowenavigate the
growingweightof regulatoryandESG
obligationswithout losing sightof the
fundamentals?Theseare the
questions that determinewhether a
transaction is completed,whether a
capital raise finds itsmoment, and
whetheraboardcommits toa
platformacquisitionorwaits another
quarter.

So is this the rightmoment to
transact?Theanswer, frustratingly
buthonestly, is that it dependson
whatyouare trying toachieve,who
youaredealingwith, andhowyou
are thinkingabout thenext 12months.

Whatwecan saywith some
confidence is that theNewZealand
M&Amarket is not struggling.After
adifficult 2024andahesitant first half
of 2025, deal flowaccelerated
through thebackhalf of last year and
hascarriedmomentuminto2026.
The structural conditions that
suppressedactivity—elevated rates,
widevaluationgaps, a general
reluctance to take risk—haveshifted.
Capital ismoving. Buyers areactive
andsomearebecoming impatient.

NewZealand, viewed from
offshore, is looking increasingly
attractive.

It is likely that thenext 12months
will be shapedbysome forces
operating simultaneously: adeal
market that is openbut selective; a
Novemberelection that introduces
meaningful policyuncertainty; anda
global geopolitical dynamic that
continues todefinehowcapital flows
intoandaroundourmarket.

The deal market: momentum with
discipline
ThecurrentM&Aenvironment is best
describedasconstructivelycautious.
There is genuineappetite, but it is
concentratedanddisciplined.

Theheadlinenumbersare
encouraging.Deal volumes improved
about 15% in2025comparedwith
2024.Tradebuyersdrove the
majorityof that activity.

Qualityassets indefensiveand
high-growthsectors commandstrong
attention—healthcare, energy
transition, digital infrastructure,
consumer staples. Strongbrandsand
technologybusinesseswithproven
international growth stories areall

attracting strong interest.
NewZealand ison the

international acquisition radar ina
seriousway. Forparties sittingon
capital, the current environment is
notone forhesitation.Assets that
offer genuinequalityarebeing
competed for.

The saleofFonterra’s consumer
division toglobal giantLactalis for
$4.2billion, the saleof a 75%stake
inSpark’s data-centrebusiness to
PacificEquityPartners and the sale
ofTāmakiHealth toTPG (all deals that
Jardenadvisedon) areclear
examplesof transactionswithin
sought-after sectors.

Wheredeals areprovingharder is
equally clear: businesseswithcyclical
earningsprofiles, concentrated
customerbases, or exposure to
sectorswhere theeconomic
recoveryhasbeenunevenare facing
buyer scrutiny that is sharper than
sellers areaccustomed to.

What to expect, and what to watch
for
Thenext 12monthswill not be linear.
● Interest rates:NewZealandhas
come throughoneof themost
dramaticmonetarypolicycycles in
itsmodernhistory. TheOfficial Cash
Ratepeakedat 5.50%andwas then
cut aggressively through2024and
2025—325basispoints in total—
landingat 2.25%byNovember2025,
where theReserveBankhaskept it
since. Funding costshavecome
down.
Butbusinesses thathavebeen
waiting for rates to fall before
refinancing, recapitalisingormaking
strategicmoves shouldnot assume
there isunlimited time.Thosewho
plan significantdebt-funded
transactionsmust stress-test
structuresagainst a ratepath that
couldbehigher in twoyears than it
is today.
● Geopolitical risk:Formuchof the

pastdecade, geopolitical riskwas
something that featured in the risk
register but rarelychangeda
decision.That is no longer true -
geopolitical riskhasnowmoved from
amacroconcern toa line item indeal
models andcapital expenditure
planning.
● Foreign interest: Inbound foreign
interestmaymakeadifference.The
weakerNZdollarmakes local assets
comparativelyaffordable foroffshore
buyerswithhardcurrency.The
streamliningof theOverseas
InvestmentAct consentprocess and
other reforms targeting foreign
investmenthaveexpanded thepool
of offshorecapital that can flow into
NewZealandassets.
● The election: a known unknown
with real consequences
TheelectiononNovember7 isone
of the largest variables in the
12-monthoutlook.Historicallywe
haveseena softeningofdeal activity

in the8-12weeks immediatelybefore
pollingdayandweexpect that
pattern tocompress theeffectivedeal
window in the secondhalf of 2026.

Moreprofoundly, thepolicy
differencesbetween the two
potential government coalitionsare
material for capitalmarkets, and the
electionoutcomewill havedirect
consequences forM&Aactivity.
Thereareverydifferentpropositions
as to thepreferred foreign investment
framework, privatisationorasset
recyclingby theGovernment, tax
settingsand infrastructurepublic/
private collaboration, tonamea few.

Thepractical implication for
clients isnot toparalysis-test every
decisionagainst election scenarios,
but tobeclear aboutwhich
transactionsareelection-sensitive
andwhicharenot.Most transactions
shouldproceed regardlessofwho
governs, albeitwithpotentially
different considerations. Thedeals
that aregenuinelyelection-
contingent— large infrastructure
PPPs, Crown-adjacent asset sales,
transactions that require specific
regulatory settings—need tobe
assessedwithmoregranularity.

The Options Framework: how to
think about acting now
Pulling this together intopractical
guidance: thenext 12monthspresent
awindowthat is genuinelyopen, but
itwill not beuniformlyopen for
everyone, and itwill not remain static.
Theenvironmentweoperate in
rewardspreparation, flexibility and
decisiveexecutionwhenconditions
align. It doesnot rewardwaiting for
certainty; certainty is notonoffer.

For sellers, the conditionsareas
supportiveas theyhavebeen in
several years. Sellerswhoare ready
shouldbe runningprocessesand, if
theyare twoyears fromready, they
shouldbeusing thisperiod tobuild
the story— theearningsquality, the
growthpotential, the structural
strengths— thatwill commanda
premiumwhen theydocome to
market.

Forbuyers, thedisciplineof the
past twoyearshascreated real
opportunity.Assets thatwouldhave
beencompetedawayatpeak
multiples at thebeginningof the
decade, arenowavailable atmore
rational prices. Theparties that are
prepared tobe flexibleonstructure
— includingmechanisms toproperly
allocate risk—will complete
acquisitions thatmore rigid
competitorswillmiss.

Forboardsandmanagement
teamsnavigating thebroader
strategicquestion—grow, acquire,
divest orhold— thebest advice is that
theenvironment rewardsconviction
andpreparation.Theclientswhoare
doing thiswell haveaclear viewof
what their business isworth,what it
wouldbeworth toabuyer, andwhat
itwould cost tobuildversusbuy the
capabilities theyneed. Theyare in
activeconversationwithadvisers.
Theyare running the scenarios.And
theyare ready tomovewhen the
momentpresents itself, rather than
spending thatmoment trying toget
organised.

Thenext 12monthswill testNew
Zealandcapitalmarkets— throughan
election, throughcontinuedglobal
uncertainty, througha rate
environment that couldyet surprise.
But the fundamentals thatmake this
market attractivehavenot changed:
quality assets, strong institutionsand
a legal and regulatory framework that
international capital trusts.

Thequestion is notwhether there
is opportunity. There is. Thequestion
iswho isbestpositioned toacton it.
● SilvanaSchenone ismanaging
director andco-head investment
bankingat Jarden
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Andrea Fox looks
inside the $2.6b
acquisition and
how it stayed secret It’s not a done deal

when you
announce it. It’s not
a done deal when

you complete it. It’s
a done deal when
shareholders see

the value.
Mike Fuge

Contact’s Manawamasterstroke

Contact Energy CEO Mike Fuge and team accepting the award of M&A Transaction of the Year at the 2026 Infinz
awards for the company’s $2.6 billion acquisition of Manawa Energy — one of the country’s largest and most complex
scrip-based deals. Left to right: Shelley Hollingsworth, Neil Millar, Sam Turner, Connor Anderson, Tim Boyce, Bodica
Macdonald, Mike Fuge, Jan Bibby, Dorian Devers, Matt Forbes, Kirsten Clayton, John Clark, Brett Woods, Jason Zhu,
Will Thomson, Jennifer Hewitt, Saralaya Frost, Emily Ross, Max Montgomery, Tejan Vallabh and Rachel Kirby.

S ome would say the biggest
achievement of Contact Ener-
gy’s $2.6 billion acquisition of
Manawa Energy wasn’t that it

created the country’s second largest
renewable energy generator, or that
it overcame an initial Commerce
Commission “no”, or that it proved its
case with share price performance
after.

They’d say it was a minor miracle
that despite being “resourced to win”
as Contact Energy chief executive
Mike Fuge puts it, and its more than
two-year run-up, the plan didn’t leak.

Fuge says on the day the scheme
of arrangement between the parties
was announced to the market, Sep-
tember 11, 2024, there were up to 300
people in the transaction’s ecosystem
— “and it wasn’t leaked in any form
or fashion.

“It would have been so easy for
someone to inadvertently gossip, yet
no one did. That said, there was a
strong will to get the deal done. That
meant there was also a strong will to
make sure it didn’t distract from both
businesses delivering on their core
business and delivering results to
shareholders in the interim.”

Perhaps what has been called the
market “sophistication” of all themain
players helped.

What the deal was about
Listed Infratil owned 51% of listed
generatorManawa and theTect Com-
munity Trust (formerly the Tauranga
Energy Consumer Trust), held a near-
ly 27% stake. The remaining shares
were held by institutional investors,
asset managers and the public.

And while the deal was the largest
public scrip-based peer-to-peer trans-
action in New Zealand history, it
wasn’t the biggest Fuge had handled.

He led the $3.1 billion sale of Pacific
Hydro by IFM Investor Australian
Infrastructure Fund in 2016 to China’s
State Power Investment Corporation.

Under the transaction, completed
in July last year, Manawa sharehold-
ers received $1.12 in cash plus 0.5830
new Contact shares per share held,
a total implied valuation of $6.37 per
share. This represented a premium of
around 47% to Manawa’s share price
at the close before the scheme an-
nouncement. Infratil last month sold
5% of its own new shares in Contact
to fund future growth. It received
$9.25per share for the sale, generating
gross proceeds of around $495
million. It has retained a 9% share-
holding in Contact.

Loose lips avoided
The risk of loose lipswas also avoided
when Contact needed $900m bridg-
ing finance to complete the transac-
tion. The gentailer has relationships
with multiple banks but approached
just one financier, UBS, for the tem-
porary loan. As an insider said, “The
more people who know about these
things or that you are considering
them, the more likely you will get a
leak.”

Strategic foresight
Contact started looking seriously at
Manawa, the country’s largest inde-
pendent electricity generator, in
2022. But the entity, in its previous
NZX-listed form, Trustpower, had
been on its radar much longer.

Manawaevolved inMay2022after
Trustpower’s retail energy and tele-
communications business was acqu-
ired byMercury, the country’s biggest
energy generator, for $441 million.

Trustpower’s remaining electricity
generation business was rebranded
as Manawa.

That sale to Mercury opened two

doors. Analysis of the potential en-
ergy generation synergies with
Manawa showed greater promise
than earlier scrutiny. Forward price
contracts entered into with the 2022
customer sale didn’t fully reflect their

value when electricity prices moved
up in 2023 and 2024.

Andwith Manawa’s retail business
gone, potential competition law iss-
ues were substantially lessened.

There would be no retail customer
consolidation.

Getting down to it
Fuge says a small group was put to
work in late 2022 to look at the pos-
sible value of a deal.

“Number one with any deal is that
you’re very clear there is real value
accretion potential for shareholders.
Then you make sure that in every
step in the process you are relentless
in pursuing that value.”

After opportunities and risks are
identified, comes the modelling, he
says.

But that’s not all about the findings
on a spreadsheet.

“As youdo the transaction, it’s imp-
ortant you bring it to life. So every
promise made was relentlessly trac-
ked through to delivery. Whether it
was cost savings or portfolio benefits,

there was a lot of effort put into
making sure we understood those
well. And those were tracked
through, and continue to be tracked
through, to completion.

“It’s not a done deal when you an-
nounce it. It’s not a done deal when
you complete it. It’s a done deal when
shareholders see the value.”

Jumping through regulatory
hurdles
As Contact management and advi-
sors continued to work up a compel-
ling proposal to put toContact’s board
of directors, heavy economic and
legal analysis was also under way to
ensure the case would stack up for
Commerce Commission approval.

Getting the proposal over the line
with shareholders was all-important,
but so toowas the upcoming scrutiny
by the competition watchdog.

With the regulator in mind, a de-
cision was made to negotiate to enter
a scheme of arrangement with the
target, rather than launch a takeover,
say insiders.

A scheme entails taking a proposal
to shareholders for a vote.

A takeover offer entails approach-
ing shareholders directly and asking
to buy their shares.

The Takeovers Code has a prescri-
bed timetable. Thewould-be acquirer
essentially has 120 days from the first
notice to complete the deal.

Contact was concerned the Com-
mission would not make a decision
within that time.

Says Fuge: “A lot of resources were
being committed and it could have
been a challenge to get it through the
Commission — as their draft decision
proved.”

The schemewas announced to the
market on September 11, 2024. The
commission approved the deal in
May last year.

“We believed it was the right thing
to do for shareholders, the right thing
to do for the market, and the right
thing to do for the country,” he says.

“It allowed an iconic set of assets
to remain in majority New Zealand
ownership.

“In a good commercial deal, it’s
important you’re very clear-eyed that
this is the price at which it’ll work,
and this is the price at which it won’t;
and here is the value and how it’s
going to be shared and how it’ll acc-
rue to shareholders.

“And we were very clear-eyed
about that. The structure of the deal
at the end allowed shareholders to
pass judgment. The result can be seen
with our share price going up.”

Communication is key
Fuge believes the quality of com-
munication with shareholders, not
just commercial logic, sealed the deal.

“We did work very hard to explain
it to shareholders, starting from the
way it was announced. We continue
to refine those messages.

“Shareholders are intelligent, cap-
able people, so you feed them good-
quality information.

“You don’t try to hide risks. You’re
transparent. We were delighted with
the outcome, but that level of disclos-
ure was key.”

While doing due diligence and
getting the numbers right and how
they will be delivered is important in
such a transaction, so is “taking care
of the soft aspects”, says Fuge.

“I’ve been on the other side of a
transaction like that. This is when
people feel very vulnerable, so mak-
ing sure you’re taking care of people
and that you’re communicating cle-
arly when you’re pointing people to
the future is important.”

“Youneed peoplewith good intelli-
gence who are representing their
shareholders and who behave with
integrity and goodwill.”

Fuge says the benefits of the ac-
quisition showed in Contact’s half-
year results andwill be evident in full-
year 2026 results.

“We’re very happy with the way
the benefits are tracking.”
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Tech defies gloom as capital
Tech capital
markets and
entrepreneurs are
shrugging off
the economic
doldrums

Rocket Lab’s Sir Peter Beck generated a lot of wealth and, as a result, has been investing in companies. Greg Shanahan

Ben Taylor-Bryant

N eed an antidote for the dis-
mal soup of news 2026 is
serving up? Talk to some-
one in the tech sector. Bet-

ter still, someone funding it.
Like Robbie Paul, chief executive

of leading venture capital firm Ice-
house Ventures, which has invested
$823m in 392 Kiwi-founded compa-
nies: “Themarket is extremelyvibrant
and it’s very healthy. The depth of the
capital market is just unrecognisable
compared to what it was a decade
ago or even five years ago.”

Or Connor Archbold, co-founder
and chief executive of brand tracking
start-up Tracksuit, blazing a trail
across 25 offshore markets: “It’s an
amazing time to start a business in
New Zealand.

“With the number of breakout suc-
cess stories now, investors are raising
larger funds and investors and foun-

ders have earned the right to lift their
ambitions.”

Or Greg Shanahan, managing dir-
ector of the Technology Investment
Network (TIN): “The market’s dy-
namic, it’s rapidly growing and sup-
porting a rapidly growing tech sector.
Early-stage investment levels are at
record highs.”

Or Ben Taylor-Bryant of nuclear

fusion startup OpenStar: “The private
markets are hot right now.”

Tech capital markets and the ent-
repreneurs they support are shrug-
ging off the economic doldrums and
geopolitical uncertainties that beset
others. Paul again: “Entrepreneurship
is very persistent throughout all
times. It actually thrives in uncer-
tainty and it thrives when big prob-

lems need to be solved. So themarket
of entrepreneurs, if you will, is only
going to grow in our current context.”

Shanahan says: “Chaos and uncer-
tainty are opportunities to displace
incumbents.”

Not quite so gung-ho but still de-
scribing the market as “buzzing” and
getting larger anddeeper is Enterprise
Angels chief executive Nina Le Lie-

vre. She says the economy has re-
sulted in lower investments by some
angels in the membership-based net-
work, and more concentrating on
their own businesses for now.
“Rhetoric from the United States” has
dampened the appetite of large off-
shore venture capital funds’ support
for clean tech,whichhashada trickle-
down effect, she says.

Capital Markets
Andrea Fox
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floods into Kiwi innovation

Source: NZGCP, YCF Data. Herald Network graphic
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TIN’s Shanahan says the amount of
money available for funding tech
“continues to rise uninterrupted by
broader economic conditions”.

“You’re seeing the size of invest-
ments increase and you’re seeing an
upward pressure on valuations,” he
says. “Historically, there’s been a gap
between the valuations youmight get
in New Zealand versus the United
States, where there’smore capital. But
we’re seeing early-stage valuations
going higher and people prepared to
put their money into higher-risk
ventures.

“As people see that others are
making money there’s an increasing
amount of FOMO, particularly once
a company demonstrates they’re
starting to make money.”

While capital markets in New Zea-
land bemoan the lack of initial public
offerings (IPOs) — where a company
offers shares to the public for the first
time — and would love to see more
of the Xeros and Rocket Labs, it’s a

global issue, say observers.
But the US is set to end the drought

with SpaceX, OpenAI and Anthropic
expected to launch IPOs, which
would put them among the largest
public market debuts in history,
potentially dominating the 2026
stock market.

Listings in Australia are said to be
gaining momentum and at home,
Auckland-based fintech BlackBull
Markets is preparing for an IPO and
apotential dual listing on theNZXand
ASX.

Meanwhile, models of funding
growth are changing, says Shanahan.

Equity crowdfunding is creating
broader access for early-stage fun-
ding and debt funding, non-dilutive
revenue-based funding on forward
revenue contracts is reducing
reliance on venture capital funding.

Shanahan points to the BNZ as
being particularly active on debt-
funding tech and showing “massive
growth”.

Bank funding tech
Head of BNZ Technology Industries,
Tim Wixon, who started the division,
says it’s actually taken 11 years to
grow a portfolio that started with a
single software company and which
now finances more than 1700 tech
companies.

Wixon won’t say how much the
bank’s overall investment is, but
implies it makes BNZ one of the
largest funders in the country.

“We only do debt, we don’t do
equity per se. Debt has been an
education path for the market, for
equity investors, founders and execu-
tive teams and boards of technology
companies,” he says.

“It’s called non-dilutive capital,
which is what debt is, because the
bank lends to a company in return
for interest and fees, but doesn’t take
ownership.

“If you take on equity investment
that is in return for shares generally,
so you dilute your ownership.”

Traditionally, banks and tech com-
panies “were a bit like oil and water”,
he says.

“Banks have found it really difficult
to fund technology companies. They
tend to have assets you can’t see, feel
and touch. Banks have been more
used to bricks and mortar, physical
and tangible things.”

Companies tend to be global rather
than domestic, and their scalability
from New Zealand is also very global,
Wixon says. Also, the standards of
financial statements and presenta-
tion that banks rely on were devel-
oped a long time before the internet
age, so putting tech companies into
traditional banking frameworks has
been tricky.

The bank launched a revenue-bas-
ed financing service in 2021, which
allowed for pre-profit funding. The
bank funds against an annual
recurring revenue line rather than a
profit line. Because it received a very
positive response, the bank launched

another portfolio, called Project
Scale-up. This is intended to fund 15
to 20 of the highest growth, highest
potential tech companies in New Zea-
land.

“Literally the portfolio philosophy
is to adapt our rules with that capital
to the company rather than shoehorn
those companies into traditional
bank metrics . . . it’s been really suc-
cessful,” Wixon says.

He attributes the growth of the
bank’s tech portfolio mainly to the
growth and success of companies
themselves. “Exemplar companies
with lots of talent and capital that’s
come back into the next generations.

“In some cases you’re on rounds
three and four — and that’s the ex-
citing part, looking forward.

“There’s nothing that beats sales
with a good gross margin. That’s the
best form of funding.”

Crowdfunding is growing again af-
ter Covid, says PledgeMe chief execu-
tive Anna Guenther. “We actually see
more physical product companies
through than tech companies. Last
year 75% of the funding that came
through us went to physical product
companies and founders, which
might be a statement on tech com-
panies raising money.”

Craigs Investment Partners invest-
ment directorMark Lister says there’s
no shortage of capital for the tech
sector.

“Private capital, KiwiSaver capital,
individual investors, private equity
and venture capital firms, angel
groups— there are somany interested
investors these days.

“Ten to 20 years ago, people were
very focused on low-risk, dividend-
paying, high income investments,
stability. Today investors are very
much willing to embrace interna-
tional businesses, growth businesses,
technology businesses.”

He attributes the change to youn-
ger investors. “Gone are the days
when people saved up to buy a
couple of rental properties. The inves-
tor appetite has really changed. With
KiwiSaver so big now and with a
growing private equity landscape
andmore venture capital funds, there
is no shortage of investment capital
looking for exciting investments.”

KiwiSaver kicker
Icehouse’s Paul says one of the con-
tributors to making the market “so
deep and vibrant” today is KiwiSaver.
The retirement savings scheme to
date has around $143 billion in total
funds under management.

Fuel for groundbreaking energy

The OpenStar team inside the 5.2m vacuum chamber.

CASE STUDY: OPENSTAR

Replicating thepowerof the sunwith
fusionenergy technology thatmost
people thoughtwas still 20years away
needsa special kindof capital backer.

BenTaylor-Bryant,OpenStar
Technologies’ vice-president investor
relations, saysyes, capital is available
to theKiwi pre-revenuecleanenergy
startupbut “appropriate” capital is
another thing.

“Fusion sits in a specific category:
high technical complexity and
transformational potential. The
investorswhogenuinelyunderstand
thatprofile andhave theconviction
toback it are a smaller,more
deliberategroup.”

Founder andphysicistDrRatu
Mataira is on the roadoverseasnow
for a SeriesA raise. TheNewZealand
Governmenthas invested$35mto
advance fusionenergy researchand

Taylor-Bryant saysOpenStarhas
raisedaroundUS$30m($50m) in total
sinceMataira startedaquest tobea
solution leader toglobal energy
demand.

That’s fundedaworld-class teamof
70, abespokeexperimental facility in
Wellingtonand thecompany’s
Februaryworld-first—confininga
plasmaarounda levitated, high-
temperature, superconducting
magnet, demonstrating thecore tech-
nologyunderpinning its commercial
pathway.

Its thirdmachinewill bebuilt by
2030andwill generateOpenStar’s
first commercial revenue,with a full
powerplantdue in themid-2030s.

Thatpathwaywill requiremultiple
roundsof institutional fundingover
thenext five toeight years, says
Taylor-Bryant. The sizeof fundingcalls

will growas themachinesgrow.
TheUS is theprimary focus right

nowbutOpenStar is alsoactive in
Australia, theUK, Europe,Asia and
theMiddleEast. “Fusion is aglobal
conversation— the investorswho
understand theopportunity tend to
beconcentrated inmarketswith
deep technology investment
culturesor strongenergy resilience
mandates,” he says.

MostofOpenStar’s capital needs
will have to come fromoffshore.
“NotbecauseNewZealand lacks
sophisticated investors, butbecause
thecheque sizes requiredat Series
Aandbeyondare large relative to
thedomesticmarket,” Taylor-Bryant
says.

“Ultimately,we’rebuildinga
global business and that requires
global partners.”
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Tech defies gloom as capital
floods into Kiwi innovation

continued from There are dozens
and dozens of ent-
repreneurs who’ve
generated single-
digit millions and

their first inclination
with that capital is
not to renovate or
retire but to invest

in the next
generation of

entrepreneurs.
Robbie Paul

(Australia’s equivalent has A$4.5
trillion but had a 20-plus years head
start.)

While some market players are
calling on KiwiSaver fund managers
to hurry up and invest in private
equity, particularly venture capital,
Paul’s firm has $100 million from
KiwiSaver specialists.

In May, it revealed a $40m first
close for its Growth Fund 111, with
fund manager Generate KiwiSaver
showing up large in the mix of early
investors. The final close is set for the
end of this year, with a target to raise
$150m to invest in 20 to 30 early stage
companies — those beyond the seed
stage and into Series A to D raises —
over the next 10 years.

Generate already had $50m in
other Icehouse funds. With the com-
pounding daily growth of KiwiSaver
and its fund managers from contri-
butions, the percentage they can al-
locate to private markets and high-
growth, illiquid assets will also grow,
Paul says. “It’s a one-way train and
it’s going to make a hugely positive
impact on the local ecosystem.”

As it stands, a managed KiwiSaver
fund with a billion dollars or two can
only deploy a very small percentage
in unlisted, high-growth private equ-
ity venture capital. But as they grow,
they start to have those resources
and infrastructure to do so, Paul says.

“The way I explain it is, Generate
KiwiSaver put $20m into our second
growth fund in 2023. If I go back to
them in five more years, based on
their growth and based on predict-
able allocation increases, I should ask
them for $400m.”

The second reason for the huge
change and vibrancy in the tech
capital market is the rise and rise of
angels and “super angels”, Paul says.
Fifteen to 20 years ago, there were
less than a handful of wealthy angels
— think Sir Stephen Tindall — funding
start-ups.

“Now there are hundreds of
entrepreneurs and businesspeople
who have built some wealth and are

ploughing it back into the start-up
world. Everybody knows that Sir
Peter Beck generated a lot of wealth
and, as a result, has been investing
in companies.

“What people don’t know is that
there are dozens and dozens of ent-
repreneurs who’ve generated single-
digit millions and their first incli-
nation with that capital is not to
renovate or retire but to invest in the
next generation of entrepreneurs.”

Paul is hopeful Icehouse will
achieve its latest growth fund target
of $150mand saysKiwiSaverwill play
an important part in that.

“But so will the rest of the eco-
system, including individual high-net
worth investors, community trusts,
foundations, and so on. “I think it
points to a direction of travel. Like,
$150m is great but really we should
be deploying a billion dollars a year
into Kiwi technology companies.

“That’s not a sensational number.
That’s just saying out of every capital
raise done by a Kiwi tech entre-
preneur, what percentage is Icehouse
or even a New Zealand venture capi-
talist? The answer is single or low-
double digits. We should be aiming
for much more of the capital that the
greatest Kiwi companies need to be
coming from Icehouse Ventures and
other New Zealand-backed venture
capital firms.”

Paul explains: “In 2021, we raised
$110m. We invested that in 32 com-
panies includingHalter, CrimsonEdu-
cation, Dawn Aerospace and Track-
suit and so on. Now the question is,
between 2021 and 2025, how much
did those companies raise in aggre-
gate? The answer is $1.25b. So we
were 10%.”

Icehouse, said to be the country’s
most active venture capital firm, par-
ticipating in nearly half investment
start-ups, has recently been investing
in more New Zealand start-ups and
scale-ups based overseas, including
Substack, Nuro and Wayve. It says
most venture capital investors would
struggle to access these firms but
“New Zealand has the greatest alumni
network in the world”.

Another reason for market buoy-
ancy is that Kiwi entrepreneurs are
breeding new entrepreneurs, says
Phoebe Harrop Meadows of
Australia-based Blackbird Ventures,
which has invested $455m in 43 New
Zealand companies, including some
founded overseas by Kiwis.

One example is agritech superstar
Halter, founded by Craig Piggott, who
worked for Rocket Lab.

Icehousehasput $105m intoHalter
over funding rounds, starting with
$500,000 seeding capital. Harrop
Meadows says the New Zealand tech
ecosystem is gathering speed asmore
companies are founded and scale-up
to success.

“They spin out new founders who
have their own ideas and want to go
on that same journey. So the number
of companies getting international
funding is growing basically as a
result of the strength of growth in our
start-up ecosystem.

“More people are starting com-
panies. Until about 2018 or 2019 in
New Zealand, it was quite difficult to
get venture funding locally. There
weren’t many options and it wasn’t

particularly competitive in the sense
of the offers you got, the valuations
or the terms weren’t particularly
appealing. The shifts in capital avail-
ability and themarket standardshave
meant more people are pursuing the
founder path.

“There’s more qualified talent be-
cause more people have the chance
to work in other tech companies or
get exposure to the idea of starting
a tech company.”

Harrop Meadows says it’s never
been more possible to start a global-
reach tech company because of the
technology now available. “Cus-
tomers are more willing to buy from
you no matter where you are in the
world.”

Going offshore for capital is almost
a requirement if a founder’s ambition
is to build a public company. And it’s
not just about bigger money. Global
investors provide connections, net-
works and brand recognition oppor-
tunities.

Harrop Meadows says the chal-
lenge for New Zealand’s tech capital
markets is not having a strong inves-
tor base among institutions, unlike
Australia’s. “So it’s not institutional
investors stepping in, it is probable
that many of the gains from amazing
companies like Halter will go over-
seas because most of the investment
into them is from overseas investors.”

Carl Blanchard, Forsyth Barr man-
aging director capital markets, says
the rules say institutional investors
and brokers recommending a stock
need supporting research. For
smaller companies like tech firms,
that’s hard to secure, he says.

“And when it’s direct broker enga-
gement, they tend to pickmore liquid
opportunities. So there are a number
of hurdles.

“People have talked about man-
dating smaller size stocks as part of
a portfolio. That’s not a path I’d want
to head down. But perhaps there are
some interventions that could hap-
pen. Certainly I think the stock ex-
change could make it easier for smal-
ler entities to be able to list through
the listing rules.”

CASE STUDY:

TRACKSUIT

Connor Archbold

Making
the leap
to a
global
entity
Now in25marketswithoffices in
Auckland, Sydney,NewYorkand
London, this five-year-oldbrand-
tracking technologycompany
“bootstrapped” its first twoyears,
funding itself fromcustomer
revenue.

Co-founder andchief executive
ConnorArchbold says thiswas so
“wewereable to focusandspend
all our time really obsessingover
whatour customerswanted.
Actually,we sold theconceptof
Tracksuit beforeanyproduct
existed, inorder to fundhiring the
teamtobuild it. It tookus30days
tobuildwhat theycall theMVP, the
minimumviable product.Wewere
very focusedoncreating
something thatwasneeded
enoughbysomeone topay for it
fromdayone.”

Tracksuit says it democratises
access tobrand tracking—
translatingbrandmetrics into
business insights that help
marketersprove—and justify— the
returnon investmentof brand-
building. Today its 200staff track
15,000-plusbrands formore than
1000customers. Its growthwas
102%year-on-year as at theendof
first quarter 2026, andannual
recurring revenue reached
US$30m($50m) inunder five
years. It’s yet tobeprofitable.

Twoyears after its 2021 found-
ing, Tracksuit raised$7.5mseed
funding, ledbyBlackbirdVentures,
enabling the company tohire
enoughstaff to launch inAustralia.

“Wehad IcehouseVentures
participate in that and itwas really
important tobringNewZealand
investors in early, becausewe’re
reallymotivatedbycreating
outsize returns inNewZealand for
early investors and tohelp the
ecosystem,” saysArchbold,who
hadoffshore start-upexperience.

Someglobal angel investors
participated. Further capital raising
rounds followedasTracksuit’s staff
teamand revenuegrew. These
were ledbySiliconValleyventure
capitalists but earlyKiwi investors
alsoparticipated.

“Onceyouget toa certain size
and tomake the leap frombeing
aNewZealandandAustralian
company toonewith customers
andpartners globally, it’s really
helpful to haveglobal investors
who’vebeen there anddone that
on thepath tohyperscale,”
Archbold says. “Their experience,
their networks, they canhelpyou
hirepeopleglobally . . . they’ve
invested inhundredsofbusinesses
that havedone thatpathbefore.

“Theecosystem inNewZealand
is in amazing shapeand the inv-
estors arephenomenal. If itwere
just aquestionofmoney, I don’t
thinkyou’dhave togooverseas.”
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Funds manager issues
warning to check exposure

Passive investing
has been a success
story, but right now
in the cycle the
broad index is not
as diversified as
you’d think and can
elevate risk, reports
Graham Skellern

Investors buying a low-cost global index
fund believing they are getting safe, broad
exposure across thousands of businesses

are, in reality, taking a very large and
specific bet.

Ashley Gardyne

A high, almost uncomfort-
able, concentration of
stocks in the United States
market should cause in-

vestors to review and reflect on their
portfolios, says a leading New Zea-
land fund manager.

Ashley Gardyne, chief investment
officer with Fisher Funds, says pass-
ive investing through index and ex-
change-traded funds has been simple
and effective — cheap fees, diversifi-
cation and let themarket do thework.

“Overmost of the past 15 years that
strategy has been hard to beat. For
most investors, most of the time, it
remains a sensible starting point,”
says Gardyne.

“But every few decades, the very
thing the index is supposed to deliver
—diversification—quietly disappears.
The S&P 500 in 2026 is one of those
moments and it’s worth paying atten-
tion to.”

He says most New Zealand Kiwi-
Saver members and global investors
get their international exposure
through cap-weighted indices —
where individual stocks areweighted
proportionally to their total market
value.

The top 10 stocks in the S&P 500
now account for around 40% of the
index’s capitalisation. Gardyne says
that is double their share in 1990 and
the highest level of concentration
since the early 1970s.

Eight of the top 10 stocks in the
index are exposed to artificial intelli-
gence (AI) as chipmakers, hyperscale
cloud providers (data centres) or AI-
platform owners. They are Nvidia,
Apple, Microsoft, Amazon, Alphabet
Group (owner of Google and You-
Tube), Broadcom, Meta Platforms
(Facebook, WhatsApp, Instagram)
and Tesla. The other top 10 stocks are
Berkshire Hathaway, and Micron
Technology or Eli Lilly or Walmart
depending on day-to-day trading and
share price fluctuations.

ChipmakerNvidia, the largest com-
pany in the world on market capital-
isation with a valuation of more than
US$5.2 trillion, makes up nearly 8%
of the S&P 500 Index (at the time of
writing).

Gardyne says “a single stock repre-
senting close to one-12th of the entire
US market is something we haven’t
seen since IBM in the 1970s — and we
know how that ended.”

Over the past 12 months, the S&P
500 has risen 23% and in year-to-date
nearly 8%. In the eight weeks to the
end of May alone, the S&P 500 had
risen 17.5%.

Gardyne says about 80% of the in-
dex’s gain this year has been driven
by AI-linked stocks.

“Semiconductors and semicon-
ductor equipment stocks — just one
industry group — have generated
around 50% of the index’s year-to-
date return, from only 15% of its
weight.

“Only about one in five stocks in
the S&P 500 has outperformed the
index this year. That is an extraord-

inarily narrow market. Most stocks
are not, in fact, going up.”

Gardyne says theUS stock concen-
tration story is also elsewhere. The
South Korean KOSPI has risen more
than 80% this year, with twomemory
chip companies Samsung and SK
Hynix making up 42% of the entire
index.

Taiwan Semiconductor Manufac-
turing Co now represents more than
14% of the MSCI Emerging Markets
Index — the largest single-stock
weight the index has carried in 30
years.

Gardyne says the MSCI World In-
dex which most New Zealand in-
vestors hold through their KiwiSaver
fund’s global allocation, has Nvidia as
its largest position.

“Wherever you look, the same
handful of stocks, the same (AI)
theme and the same supply chain
keep appearing. Investors buying a
low-cost global index fund believing
they are getting safe, broad exposure
across thousands of businesses are,
in reality, taking a very large and
specific bet,” he says.

“They are betting on AI infrastruc-
ture spending continuing to acceler-
ate, on a small group of customers —
principally four US hyperscalers and
a handful of AI labs — and on a supply
chain that runs through Taiwan and
Korea.

“But it is an active bet sitting inside
a passive product, andmost investors
do not know they are making it.”

Gardyne says now is a good time
for investors to check what is in their
portfolios, and how much of the top
10 is in the hands of technology
beneficiaries and whether they are
happy with that.

“Active managers don’t think the
market is providing sensible diversi-
fication, and it’s important for an
investor to go in with eyes wide
open.”

None of this is a call to abandon
exchange traded funds or index in-
vesting, he says. The benefits — costs,
simplicity, broad market exposure —
remain real and trying to time these
cycles precisely is a fool’s errand.

But there are some sensible things
to think about:

● Understand what you actually
own. The label on the fund matters
less than the underlying holdings. A
global fund in 2026 may be a much
narrower bet than its name suggests.

● Consider whether the equal-
weighted version of the major indi-
ces, which give every stock the same
weight rather than rewarding the
biggest, might form part of a diver-
sified portfolio.

● Think more broadly about geo-
graphic and sector diversification —
emerging markets such as Asia, and
healthcare, financial, industrial and
quality value companies have all
been left behind by the AI trade and
may offer better risk-adjusted oppor-
tunities.

Gardyne says historically, after
periods of high concentration, equal

weighted indices have outperformed
their cap-weighted equivalents.

Research by Goldman Sachs, look-
ing back over a century of US market
data, shows that periods of extreme
concentration have consistently
been followed by below-average for-
ward returns.

Gardyne says Goldman Sachs’
work currently implies a real return
for the S&P 500 of close to zero over
the next decade — not because the
underlying businesses are bad but
because concentration this extreme
tends to revert back to their historical
average levels.

The dotcom peak in 2000, the
Nifty Fifty in the early 1970s and the
financials concentration of 2007 all

unwound the sameway, he says. The
cap-weighted index spent years und-
erperforming the equal-weighted
equivalent as the stock leadership
broadened.

In the 2020 Covid sell-off, stocks
with higher exchange-traded fund
ownership experienced greater vola-
tility on the way down.

“That risk has not really been
tested at the current level of concen-
tration but the structure is now there
for it to play out,” says Gardyne.

“The part I find most uncomfort-
able is what is happening underneath
the headline numbers. A growing
share of recent gains have come from
the more commoditised parts of the
semiconductor market — particularly

memory chips made by Micron,
Samsung and SK Hynix.

“Memory has historically been one
of the most cyclical industries in the
world. Prices rise, every producer
ramps up capacity and within 18
months supply catches up and prices
fall 50-80%.

“Right now, we have record-high
prices and record-high capital spend-
ing on new semiconductor fabrica-
tion facilities that come online from
2027. The pattern is not new.”

Gardyne says on the demand side,
hyperscaler (Google, Amazon, Micro-
soft, Meta) capital expenditure on AI
and data centres is genuinely enorm-
ous — US$600-$700 billion this year
alone and US$4 trillion over five
years.

“That is real, contracted spend and
over the long run it will likely prove
worthwhile. But it is being under-
written by a small number of AI mod-
el providers and the financing arran-
gements have become increasingly
interlinked.

“Chipmakers investing in their
own customers, customers commit-
ting to buying chips with money
raised from bondmarkets, and equip-
ment vendors taking equity in fabs.

“If any one part of this slows — a
bottleneck in power supply, a cash
flow problem at one of the AI model
providers, a single hyperscaler trim-
ming spend — the impact can ripple
quickly through the whole chain.”

Model providers OpenAI and An-
thropic, which developed the AI as-
sistant Claude, are planning to list
with mega initial public offerings.

“Their valuationswill be trillions of
dollars and they add another large
portion to the index,” says Gardyne.
“The result is even more concen-
tration in the AI thematic — the tech
stocks may account for 45% of the
S&P 500.”

He says history offers a useful
warning. At the peak of Japan’s asset
bubble in 1989, Japanese equities
made up close to 45% of the MSCI
World Index.

A global index investor was, with-
out realising it, almost half-invested
in a single overvalued market. The
Nikkei Index fell more than 80% over
the following decade and took 31
years to reclaim its 1989 high.

Gardyne says today Japan has
around 5% of the MSCI World Index;
the United States has around 70%.

“The lesson from Japan was not
that Japan was a bad market — it was
that buyingmore of themost expens-
ive stock, at the moment of peak
enthusiasm simply because it is the
biggest weight in the index, has his-
torically been a poor strategy.

“Now is the time to be really selec-
tive,” he says. “If you look at an ave-
rage US company, excluding the AI
businesses, earnings are still growing,
something like 8% a year — now that’s
a pretty decent return.”
● FisherFunds is a sponsor of the
Herald’s CapitalMarkets and
Investment report.

●Eight of the top 10 stocks in the
S&P500 Indexareexposed to
artificial intelligence (AI) as
chipmakers, hyperscale cloud
providers (data centres) orAI-
platformowners. TheyareNvidia,
Apple,Microsoft, Amazon,
AlphabetGroup (ownerofGoogle
andYouTube), Broadcom,Meta
Platforms (Facebook,WhatsApp,
Instagram)andTesla.
●Theother top 10 stocksare
BerkshireHathaway, andMicron
TechnologyorEli Lilly orWalmart
dependingonday-to-day trading
andshareprice fluctuations.
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Riding the new credit wave
In just a short time,
Aotea Asset
Management has
become a leading
player in providing
corporates and
medium-sized firms
an alternative to
bank lending, writes
Graham Skellern

We are seeing growth inmaintenance
capital expenditure and brownfield

redevelopments outside of the pure play
projects such as new roads. We all left

cushy jobs at banks and, early on, there
were times whenwe probably questioned
thewisdom of that decision. But joining up

with the guys was a no-brainer.
Will Carnachan

The founders of Aotea Asset Management, from left: Raynor McMahon, Will Carnachan, Nick Whitwell and Craig McManaway.

O ver the past five years, pri-
vate credit has gained mo-
mentum in New Zealand
and become a mainstream

financial product, Will Carnachan
says proudly.

“This can only be a good thing for
capital markets as private credit pro-
vides an alternative to bank lending
and helps businesses and the econ-
omy grow,” said Carnachan, execu-
tive director at Aotea Asset Manage-
ment.

Five years ago, Carnachan and his
business partners Nick Whitwell,
Craig McManaway and Raynor
McMahon — all colleagues in the
leverage and acquisition finance
team at BNZ in the mid-2000s — took
the big step of entering the fledgling
private credit sector.

Private credit and corporate lend-
ing had blossomed overseas but it
had hardly got cracking in New Zea-
land. Carnachan, whohadworked for
an Australian private credit manager,
setting up an Auckland office, and his
three partners changed all that.

Aotea Asset Management, estab-
lished in March 2021, was one of the
first locally owned and operated pri-
vate credit managers — and it soon
got ACC onboard as a cornerstone
investor.

“When we started Aotea we spent
the first 12 months promoting the
asset class and educating the market
about the benefit of private credit for
potential borrowers and investors,”
says Carnachan.

“Around 2023 other domestic and
offshore funds emerged and the sec-
tor has grown significantly. We are
committed to the business for the
long term, and we are keen to see
continued growth in private credit.”

In just five years, Aotea has grown
its funds under management to $700
million,money that is ready to be lent
to upper mid-market, corporate and
infrastructure businesses for capital
expenditure, expansion, acquisitions
and brownfield redevelopment.

“Every private credit manager has
a different focus, but we like that part
of the market because businesses
have well-established earnings and
are cash flow positive,” says Carna-
chan.

Aotea operates three funds: the
ACC fundwith $250m, corporate loan
fund $410m and the recently laun-
ched infrastructure loan fund, curren-
tly holding $40m. The latter two have
NZ Guardian Trust as the trustee.

A total of $350mhas been invested
since inception to 184 borrowers,
normally ranging from $20m-$40m,
and some loans have been repaid.

The ACC fund has returned an
average of more than 8% a year, net
of fees and fund costs, over the past
five years.

The corporate loan fund over the
last four years has returned an aver-
age net of just over 9% to institutional
andwholesale investors that includes
a KiwiSaver scheme, community
trust and large family investment
groups. The investors receive regular
quarterly payments.

About half of Aotea’s funds have
come from domestic investors and
the other half through the Active

Investor Plus (AIP) scheme. The AIP
scheme, in which visa holders must
invest at least $5m under the growth
category and $10m under balanced,
has been a success story.

“We’ve been surprised at the inter-
est and demand in the scheme,” says
Carnachan. “Aotea has certainly been
a beneficiary, attracting $350m in 14
months.

“Our offering aligns with the
objectives of many migrant investors
— they are focused on capital protec-
tion and wanting the ability to poten-
tially start withdrawing/redeeming
their capital once the AIP scheme
lock-up period has elapsed — three
years after investing in the growth
option or five years in the balanced.

“Due to the significant demand for
our product,wehave actually paused
taking AIP money for the corporate
loan fund to focus on deployment.

“However, the infrastructure loan
fund remains open for investment.”

Carnachan says the AIP investors
range from wealthy family groups to
founders who have started, grown
and exited their businesses offshore.
They bring great ideas and plenty of
IP. They see New Zealand is well
positioned with technology, strong
rule of law, significant renewable en-
ergy generation, and a high level of
trust between the public and private
sectors — “something we take for
granted here but has been eroded in
the places they come from.”

Carnachanestimates 40-45%of the
AIP investors are from the United
States, followed by Continental Eur-
ope and in particular Germany, the

Netherlands and France. The Asian
market has grown significantly in the
last six months, with investors from
Vietnam, Thailand, Singapore, Tai-
wan and Hong Kong and mainland
China.

By early May, Immigration New
Zealand had received 688 appli-
cations, 115 in the balanced category
and 573 in the higher-risk growth
category, representing a total mini-
mum investment of $4.015 billion.

A total of 263 applications had
been approved with a committed
investment of $1.56 billion into the
economy.

Carnachan says a common theme
among the immigrant investors was
that they had been to New Zealand
either as tourists or on business trips
and they fell in love with the place
and wanted to put down roots here.

“For some of the Americans, it is
politically driven and they are keen
to spend extended periods here. For
others, it is a Plan B, depending on
what happens in the Northern Hemi-
sphere over the next five to 10 years.

“What they have told us is that the
private credit returns we generate
here are better than what they get in
the US for the equivalent risk. We
have fewer layers of leverage and our
risk profile is lower. They genuinely
see New Zealand as an attractive
investment destination.”

While the AIP scheme has been
successful in attracting capital, deplo-
ying it responsibly in a difficult mar-
ket — macro-economic headwinds,
geopolitical uncertainty — has been
slower than desired.

Aotea is focused on downside pro-
tection, and Carnachan has concerns
about the potential reputational risk
to New Zealand if money is pushed
into poor deals. But he’s confident
that the private credit sector is part
of the solution to fund the country’s
capital and infrastructure deficit over
the long term.

He is well aware of the long lead
times between starting and finishing
major infrastructure projects in New
Zealand, and delays affecting new
funding. But he says there are plenty
of opportunities in other areas.

“We are seeing growth in mainten-
ance, capital expenditure and brown-
field redevelopments outside of the
pure play projects such as new roads.

“These larger borrowers have to
source capital from offshore regional
and global banks and we offer a
domestic alternative,” he says. “Asset
management and reinvestment play
a very important role — these assets
have a finite life andwewant tomake
sure they are being rejuvenated to get
the best bang for buck from them.”

The infrastructure fund is about to
make its first investment of
$20m–$40m in a multi-lender ar-
rangement with a private healthcare
group which is upgrading and ex-
panding its facilities.

Aotea lends both solely and along-
side other lenders such as banks and
other funds. Its pricing varies accord-
ing to the borrower’s creditworthi-
ness and the specific circumstances
of the transaction.

Aotea sometimes charges higher
rates than banks to accurately reflect
the risk when it is the sole lender. But
other times it matches bank margins
when co-lending, with the goal of
achieving or exceeding its target risk-
adjusted returns.

Carnachan says banks are very
keen to continue balance sheet lend-
ing and “the opportunity for us is to
make sure we can find a place to be
relevant in the market.

“We are very clear on our risk and
underwriting standard and don’t
want to push too far up the risk curve.
We want to provide consistent and
reliable capital and to be a responsive
and commercial funding partner.

“Some borrowers carry some bag-
gage. They’ve had a long relationship

with banks but their recent trading
has been impacted by the economic
cycle and this can create some fric-
tion,” he says.

“We come along with a fresh, ob-
jective view and structure a loan that
provides adequate downside protec-
tion but gives the borrowers flexi-
bility and headroom to trade through
the cycle and continue to grow.”

Aotea’s corporate loan fund targets
a return of at least 4%, net of fees and
fund costs, over the cash rate.

It has consistently outperformed
this benchmark, with average returns
of 9% a year since inception.

Carnachan and his business part-
ners have a combined 95 years’ ex-
perience in corporate lending, lever-
aged and project financing, debt re-
structuring and risk management
across the New Zealand, Australia,
Asia and the UK markets.

“We are proud of what Aotea has
achieved in a pretty challenging en-
vironment. It’s been a massive jour-
ney. We began as a start-up, grew to
a team of 10 and now looking to take
on another investment analyst and
investor relations manager.

“We’ve had to navigate the Covid
pandemic, runaway inflation, high
interest rates, recession, tariff
challenges and two major conflicts —
Middle East and Ukraine. It’s election
year, which also impacts corporate
activity,” says Carnachan.

“Weall left cushy jobs at banks and,
early on, there were times when we
probably questioned the wisdom of
that decision. But joining up with the
guys was a no-brainer. I knew they
were good operators. We are confi-
dent that the business is well set up
and strongly positioned to capitalise
on future opportunities.

“As a domestically owned, oper-
ated and focused private credit fund
manager, Aotea is committed to de-
veloping and supporting New Zea-
land’s alternative funding market
over the long term.

“It’s quite an empowering feeling
driving your own destiny. We are
proud Kiwis and we want to contri-
bute to the economy and be part of
the growth story for New Zealand.”
● AoteaAssetManagement is a
sponsor of theHerald’s CapitalMarkets
and Investment report.
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Harnessing the full potential of iwi
Investment shift offers long-term boost to Māori and national economy, writes June McCabe

I
nWaitangi thisyear, therewas
aconversationwith influential
leaders abouthowto support
economicgrowth inTeTai

Tokerau.Theabsenceof a significant
Treaty settlement in theNorthwas
highlightedandcomparedwith the
prevailing27-yearhistoryof iwi
settlements inother regions. In this
context iwi influence is evident in
termsof capital, governance,
credibility and, importantly,
community impact alongwith the
wellbeingofpeople.

TheKı̄ngitanga’s call to action from
TeArikinuiKuiniNgāWaihono i te
pō resonated far beyondmaraewalls.
The Ōhangaki teAo investment fund
wasannounced.A level of
kotahitanga—unityofpurpose
among iwi assetmanagers—not
recently seen isnowvisible and
growing.

Sixmonthsago, Iwrote that
accelerating theMāori economy
shouldbe treatedasacoreNew
Zealandeconomic strategy through
to2040, becauseMāori success and
NewZealand successare increasingly
part of the samestory. I argued that
noother sector or group in this
countryhas thepotential tomatch iwi
andMāori futurecontribution to
nationalprosperity, but todeliver this
potential, NewZealandneededan
adjustment in thinkingandaction.

At the inaugural TeOrangaki te
AoEconomicSummit,wewatched
iwi leaders, international capital, and
governmentofficials sit in the same
roomand talk about the same things:
pipelines, equity tranches, deal
structuresand long-datedassets.

Thequestionnow iswhether the

systemaround them isdesigned to
make thatparticipationefficient,
equitable, andscalable—andon that,
we still have significantwork todo.

That transition isnowmoving
fromaspiration intodeal-making. Iwi
andMāori collectiveassetmanagers
areno longeremergingparticipants
seeking inclusionat themarginsof
NewZealand’s infrastructuremarket.
Theyaremanagingdiversified,
conservativelygearedportfolios
under strong intergenerational
governance structures.

Theopportunity isnow large
enough tomatter atnational scale. Te
Waihanga forecasts infrastructure
investmentof around$21billion in
2026, up from$11b in2023,witha
pipelineofopportunity in the range
of $200-$300b.NgaoTu,NgaoPae2.0
projections suggest that iwi
investment in infrastructurewill
reach$0.5b—$1bperannumsoon,
building towarda 15-year
infrastructure investmentpathwayof
around$10b if capital is properly
aggregatedandalignedwith the
nationalpipeline.

This is notmarginal participation.
It ismeaningfuldomestic capital
looking for apractical path intoassets
thatNewZealandneedsanyway. In
newenergyandwater inparticular,
iwi andmanawhenuaarenot just
stakeholders. Theyarekaitiaki
partnerswith skin in thegame—
permanently.

Thepartnershiphaspractical
value.Where iwi andmanawhenua
areengagedearly andwell, projects
canbenefit fromstronger social
licence, smoother consenting,more
durable local relationships, better

workforcepathwaysandstronger
performanceover the lifeof theasset.

Rauawaresearchargues this is real
economicvalue, not symbolicvalue,
because it reduces riskand improves
long-runoutcomes. Yet thecurrent
systemdoesnot consistently
recogniseorprice that contribution.

Toooften,Māori participation sits
outside thecommercialmodel:
acknowledged, butnotproperlybuilt
intoprocurement, financingor
ownership structures. The result is
thatvalue is created through
partnership, butnot reliably
converted into equity, governanceor
a long-termstake.

At ahigh level, this is the roleof
ahybrid concession function: helping
bridge the gapbetweenearly
partnership, capital participationand
long-termasset ownership. Thepoint
is to create apractical, probity-safe
pathway throughwhichpartnership
valueandaggregatedcapital canbe
translated into structuredownership
outcomes.

Rauawa iswell-positioned for that
role. Its valuewould lie inaggregating
participation, reducing transaction
friction, andopeningclearer
pathways toownership,while
preserving iwi autonomyandmana
whenua relationships. There is ample
internationalprecedentuponwhich
tobuild.

There is awidernational interest
here.When iwi andMāori collective
capital canparticipate in long-dated,
revenue-generating infrastructure
assets, thebenefits flow in several
directions.

TheCrownbenefits from lower
whole-of-life infrastructurecosts.

Structured, contractual iwi
partnership reducesconsenting risk,
political risk, and theprobabilityof
late-stagedesignchanges.

It strengthensTreatyalignment
and reducesdownstreamdispute risk
over concessionperiods that can run
25-30years. Private investorsbenefit
frommore stable, lower-riskassets.
Iwiparticipation—properly
structuredandcontractuallydefined
—creates amoredurable, better-
performingasset over its full life.

And for iwi, thebenefit iswhat
mattersmost: intergenerational,
revenue-generatingasset ownership.
Not fees for consultation.Notone-off
advisory roles.

Equity.Governance.The long-run
economicsof assets that compound
over generations and fund the
scholarships, thehousing, thehealth
initiatives, and thecultural
investments that sustainourpeople.

Noneof this is radical. In
December, Iwrote that the
adjustment in thinkingandactions
underwaywere “not radical or
complexbut arebloodyhard”.

That remains true. The system
shifts requiredareevolutionary, not
revolutionary.Theybuildonexisting
investment logic, respectprobityand
competition, anddrawon
internationalprecedent.

Everydollarof iwi equity invested
innational infrastructure is adollar
that stays inNewZealand,
compoundsover generations,
reduces the relianceonoverseas
capital that takes its returnsoffshore
andbuilds a future forourmokopuna.
Making space for that capital is not
a concession. It is a strategic choice.

JuneMcCabe
JuneMcCabe is leading the
establishmentof Rauawa—a
Māori-led charitable financial
intermediary toaddress structural
barriers toMāori access to capital.
McCabe,who is affiliatedwithTe
Rarawa, has a lengthy track record
inbankingand thecapitalmarkets.
TheNational IwiChairs Forum
economicPouTahuaestablished
Rauawa to support theachieve-
mentof the 15-year (2040)growth
forecast togrow theMāori econo-
my from$35,000 in2025 to
$70,000by2040onaper capita
basis.
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Private credit is reshaping
the lending landscape

Finbase secures
$150mChallenger
mandate as NZ
private credit
matures, writes
Pernell Callaghan

Sophisticated
investors are not
moving capital

away from banks;
they are

diversifying
alongside them.
Private credit is

increasingly
understood as a
complementary
allocation, which

broadens its appeal
well beyond the
traditional non-

bank investor base.

Developers are
among the
borrowers
served by
private credit.

N ewZealand’sprivate credit
sectorhascrosseda
threshold.
Whatwasonceaboutique

orniche industryoperating in the
marginsof the traditional banking
systemhasmatured intoagrowing,
institutionally credible asset class.
Thecontinually improving
regulatoryenvironment, growthof
those seekingcredible alternative
asset classes and lendingoptions,
increasedcapital flows, and thehigh
calibreof investors indicate this is a
sector that is comingof age.

Private credit inNewZealandhas
historicallybeenconsidered
boutique.That framing isno longer
quite reflectiveofhowspecialist
financial serviceprovidershavebeen
growingwhile running inparallel
with the traditional bankingmodel.

Recent reportingonRNZNews
characterisesprivate capital as
“resilient in the faceofuncertainty”,
with theNZPrivateCapitalMonitor
finding thatwhile 2025’s $2.5 billion
incombined investments and
divestments acrossprivateequity
andventure capital transactionswas
adropon thepreviousyear, there
wasan increase in the sizeand
numberofmid-market investment
activityanda record level of venture
capital investment, up85%and 17%
respectively.

The shift towardsprivate credit is
structural and stems fromtighter
bankcredit settings, regulatory
capital requirements, andsustained
demand fromborrowerswho fall
outside traditional bankappetite
(suchas longer-termmortgageswith
a typical 30-year term). Thishas
createdagap in themarket that
specialist platformsare fillingwith
increasing sophistication.

Theborrowers servedbyprivate
credit arenotmarginal— theyare self-
employedbusinessowners, property
investorsneeding short-term
bridging finance, anddevelopers
requiringcertaintyof execution.

Traditional bank servicesarenot
designed for them.

The interest rate gapbetween
financecompanies andbankshas
narrowed from1.4% to just0.5% in
underayear, according to the
ReserveBankofNewZealand’sMay
2026Financial StabilityReport—a
datapoint that signals sectormaturity
andgrowing investor confidence.

Sophisticated investors arenot
movingcapital away frombanks;
theyarediversifyingalongside them.
Private credit is increasingly
understoodasacomplementary
allocation,whichbroadens its appeal
well beyond the traditionalnon-bank
investorbase.

InFinbase’s case,wegenerally
lookat investment sizes from$2
million to$20m.

Offshoreand institutional capital is
nowconducting seriousdue
diligenceonNewZealandprivate
credit platforms.

Thequestionsbeingasked—about
governance, underwritingdiscipline,
portfoliooversight, and funding
structures—are the samequestions
askedof institutional-gradeplatforms
anywhere in theworld, andNew
Zealandoperators arepassing that
test.

Onehighlycurrent example is that
of theASX-listed investmentmanager
Challenger,whichhasallocateda
NZ$150mwholesale funding
mandate toFinbase.

Thiswill fund first-ranking
residentialmortgagesoriginatedby
Finbase toapre-agreedcredit and
lendingpolicy. Finbaseacts as
originator and servicer; Challenger is
the institutional capital provider, and
thecapital sits behind themortgage
assets. Thismandate reflects the
transparencyofprivate credit
platformsand their ability to satisfy
thedemandsof global investment
supervisors in the faceof rigorous
assessment.

TheKPMGSpecialist Lenders
InsightsReport (March2026) shows
that the sector isno longernicheand
nowrepresents $22b in loan
obligations,with81%of lenders
growingvolumes. The report also
identified strongprofitability

outcomes,with 75%of respondents
experiencingan increase innetprofit
after taxcompared to theprioryear,
and increases innon-interest income
(53%of respondents reportedgrowth
ofmore than 10%)and improvements
innet interestmargins,whichwent
up for 79%of those surveyed.

Whathasmade thispossible is the
infrastructure investment that
leadingplatformshavemadeover
thepast several years, in credit
governance, compliance frameworks
and reportingcapability. That is the
unglamorousbutnecessarywork
andexpertise thatunlocks
institutional confidence.

Forwholesale investors, this
meansmorechoice, better-structured
products, andaccess toa lending
market that hashistoricallybeen
hard toaccess at scalewithgenuine
transparency. Forborrowers,
particularlypropertydevelopers and
investorswhoneedcertaintyof

execution, itmeansamore reliable
andcapable lendingenvironment
outside thebanks.

Thenext 12 to 18monthswill likely
see further consolidationof capital
towardplatforms that can
demonstrate institutional-grade
credentials. Thosewhohavedone
theworkwill grow.Thosewhohave
notwill find it increasinglydifficult
to attract the capital theyneed.

NewZealand isnotunique in this
trajectory.Australia, theUK, andparts
ofEuropehave seen the same
institutionalisationofprivate credit
over thepast decade. Finbase is
followingawell-wornpath,which
shouldgive investors confidence.

● Disclaimer: The viewsandopinions
expressed in this article are those of the
author andare basedonpublicly
available information.
Finbase is a sponsor of theHerald’s
CapitalMarkets and Investment report.

Pernell Callaghan

Pernell Callaghan is a co-founder
andmanagingdirectorof Finbase,
leading thecompany’s strategic
direction, institutional
partnerships, andgrowth initiatives
witha focusondelivering
consistentperformanceacross the
portfolio.He foundedand is a
directorofArizto, anational tech-
enabled real estate firmemploying
more than350staff.

Finbase is aNewZealandprivate
credit platformspecialising in first-
ranking residential andcommercial
mortgage lending. Thebusiness
originates short and long-term
structured lending solutions
fundedbyprivate and institutional
capital. Finbase is 100%New
Zealand-ownedandoperated.
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Unlocking our potential
Lowering the cost of
capital could free
up New Zealand’s
productivity, writes
Graham Law

Source: NZX. Herald Network graphic

International IPO tax incentives—where NZ sits

Ireland

Malaysia

UK

Singpore

India

NewZealand

Tax deduction (up to €1m)

Tax deduction (up to RM1.5m)

Stampduty exemption +
investor incentives

Proposed tax rebates + grants

General deductibility rules

None

Type of incentive Direct IPO cost relief?

Yes

Yes

Indirect

Partial

Limited

No

Capital is highly
mobile and

internationally
competitive and

New Zealand is not
setting the price of
capital — it is taking

a global price.
Graham Law

O nMay7 theOECDreleased
its latest report onNew
Zealand, noting
recommendations that

would improve structural
weaknesses inoureconomy.

TheOECD’sprior report, in 2024,
focusedonNewZealand’s lackof
productivity growthasacore
structural issuehinderingallNew
Zealanders frombecomingwealthier
and improvingour standardof living.
It recommendedsolutionscentred
oncompetitionpolicy, regulatory
reformandeducation improvements
—areas theCoalitionGovernment is
focusedon.

The2026 report continues to
emphasiseproductivity growthasa
central issuebut theOECDhas this
timehelpfully framed itmore
operationally, outliningexactly
whereourcountry’s focusneeds to
be: theenergy system,health system,
macro-settings, anddeepeningour
capitalmarkets.

ThecoreOECDview is thatNew
Zealand’s cost of capital is toohigh
and tooconstrained, and this is
holdingbackcompanygrowth,
productivityand investment. Inother
words, it costs toomuch forbusiness
togetmoney togrow,meaninggood
Kiwibusinesses can’t afford to
expandasquickly as theyshould. It
alsocosts toomuch for infrastructure
tobebuilt—especially for energy—
and regulationneeds tobe right-sized.

NewZealandbusinesses
consistently faceahigher cost of
capital than those inAustralia and
many largerOECDeconomies,
reflectingour smaller, less liquid
markets andgreater relianceon
offshore funding. Evenmodest
differencesmatter—a 1-2percentage
point gap in fundingcosts can
determinewhether aproject goes
ahead, is delayed, or shifts offshore.
Capitalwill always flow towhere it
ismost efficient.

As theoperator ofNewZealand’s
publicmarkets,NZX’s view is that
NewZealand’s cost of capital is
fundamentally shapedby its small
scale andglobal competition for
funds—meaning improvingmarket
depth, liquidity andpolicy settings
arecritical tomakingcapital cheaper
andmoreeasily accessible forKiwi
businesses.

Capital formation, or access to
money, is essential tohowNew
Zealandbuilds theeconomicengine
thatwill deliver futuregrowth in
employmentandhousehold
incomes.Thecost of capital inNew
Zealanddetermineshowpowerful
that enginecanbe.

TheOECDreportmakesplain the
need for co-ordinatedactionbetween
theGovernment, regulators, financial
institutionsandmarketparticipants
to strengthenNewZealand’s capital
markets.

It is clearnosingle entityor lever
cansolve theproblem.Thatwas
emphasised in the recommendations
of theGrowingCapitalMarkets 2029
report jointly commissionedbyNZX
and theFMAback in2019.

NZXhasdeliveredon the
recommendationsassigned tous
fromthat report andweremainon
trackwitha significantplan togrow
NewZealand’s capitalmarkets.NZX
isn’t just a stockexchange—we
providecritical national financial
infrastructure.

Strengtheningcapitalmarkets
requires a sustainedcollaboration
across theecosystem.NZX is focused
onworkingwith all participants to
deliver abroaderproduct rangeand

newmarkets to support greater
tradingactivity (NZXDarkandS&P/
NZX20Futures), adjustingmarket
settings tobettermeet theneedsof
issuers and investors, andongoing
modernisationofourmarket
technologyplatforms to remain
alignedwith global bestpractice.

Wecontinue toconstructively
engagewith theGovernmenton
capitalmarket reforms (including
achievingchanges toprospective
financial information, climate-related
disclosuresandaclass exemption for
green, social andsustainability-linked
bonds).Weacknowledge the
progress todate and thepositive
policydevelopment efforts of the
newCommerceMinister, Cameron
Brewer. Experience in international
jurisdictions shows thatwell-targeted
policy settingsarenotoptional; they
areaprerequisite for capitalmarket
sustainability andgrowth.

ThisyearNZX isworkingon
specific initiativesmentioned in the

OECDreport, includingdual-class
sharesanda tieredcompliance
settings review.The report also
mentions tax relief for IPOs,
somethingNZXcontinues to
advocate forwith theGovernment,
amongawider taxpackagedesigned
to removedistortions, support capital
markets andpromoteeconomic
growth.

Lowering thecost of capitalwill
requireactionacross several fronts:
morecompetitive tax settings, amore
proportionate regulatory framework,
deeperandmore liquidmarkets, and
greaterpolicy certaintyover time.

Budget 2026delivereda rangeof
taxchanges, however thesedidnot
address thecost of listingor local
capital formation.Tax reform
proposals to specificallyboost capital
markets activityand lower thecost
of capital haveyet tobe included in
theGovernment’s agenda.NZXwill
persevere in its efforts toensureNew
Zealandcompanies caneffectively
access competitivecapital to
promotegrowthandemployment.

Budget 2026made it simpler for
Kiwis to invest offshore, doubling the
Foreign InvestmentFund threshold
to$100,000—awelcomestep toward
reducingcomplexity. Butwithout
equivalent incentives toencourage
investment inourowncapital
markets,we riskmaking it easier for
money to leave than to stay.

Publicmarketsmatter for
productivity.Deeper capitalmarkets
meana lower cost of capital. Capital
is highlymobile and internationally
competitiveandNewZealand isnot
setting thepriceof capital— it is taking
aglobal price. Tax, regulatory settings,

and incentives allmaterially affect
capital flows.Whenother countries
actively reduce thecost of listingand
investmentwhileNewZealand
stands still,wearenotholdingour
position—we’re fallingbehind.

IrelandandMalaysiahave
recently implemented taxcredits for
thecostsof an IPO, Singapore is
focusedon reducing IPOcosts, theUK
has stampduty relief onnewly listed
shares; and Indiahas IPO tax
deductions inplace. Thesearebut a
fewexamplesof tax settings in
multiple jurisdictionsdesigned to
lower friction incapital formation.
Youget thepicture.

Twoyears ago in thesepages, then
NZXChief ExecutiveMarkPeterson
posed thequestion facingNew
Zealand: “Howarewegoing topay
for that?”Twoyearson, the funding
challengesour country faceshave
becomeevengreater.

NewZealand’s biggest long-term
challengesarecapital heavy:
transport; health;water andenergy
infrastructure; housing supplyand
development; climatemitigationand
adaptation; anddigital anddata
infrastructure. Budget 2026’s $5.7
billionnet capital investment
programmeunderscores the scaleof
thechallenge.However, government
and local authoritybalance sheets, or
bank lendingalonecannot fundan
infrastructurepipelineestimatedat
more than$200billionover the
comingdecades. Publicmarketsmust
playa larger role.

Ultimately, ahigher cost of capital
doesn’tmake these investments
disappear; it simplymakes them
moreexpensive. That cost is borne

byKiwihouseholds throughhigher
prices, slower infrastructuredelivery,
and feweropportunities for
businesses togrowandcreate jobs.

As theOECDreportnotes, credible
and right-sizedpolicyand regulation,
well-functioningand liquidcapital
markets, and long-term investment
vehicles—suchasKiwiSaver—will
all improveaffordability andhelp
fund thechallengeswe face.

Publicmarketsprovide the
opportunity tohelpaddress this.
Theyhelp reach thebroadest range
of investors— includingNew
Zealanders,whohave long
demonstrateda strongcommitment
to supporting local capital formation
—while efficientlypricingcapital in
awell-regulatedand transparent
environment. Indoing so, this eases
thepressureon theGovernment’s
balance sheet andhelps fund the
infrastructure required tohelp
improveourcountry’s productivity.

Wespenda lot of time talking
aboutproductivity inNewZealand,
butwedon’t alwaysconfront the real
issue. It’s not just abouthowhard
peopleworkorhowcleverour
businessesare. It’s about the
environmentwecreate—and
whether it givespeople the
confidence to invest, take risks and
think long-term.Toooften, it doesn’t.

The reality is thatproductivity is
shapedasmuch inParliamentas it
is inboardrooms.Whenkey
economic settings changedirection
every fewyears, the signal to
investors isuncertainty.And
uncertaintyhasa cost. Itmeans
projects get delayed, capital goes
elsewhere, andbusinesses stick to the
safeoption insteadofbackinggrowth.
NewZealandcan’t afford to remain
inadefensive crouch, sucking its
thumb.

What’s striking is that, inother
areas,NewZealandalready
understands the importanceof
consistency.Tradepolicy is a good
example. Fordecades, therehasbeen
abroad level of agreementacross
political parties about thedirectionof
travel. That’s helpedgiveNew
Zealandcredibilityoffshoreand
certaintyathome. Foreignpolicy, too,
benefits fromthat kindof steady
hand.

Butwhen it comes to theeconomic
settings that reallydriveproductivity
— tax, savings, capitalmarkets,
infrastructure—we tend to fall back
into short-term thinking. Policies are
introduced, unwound, and reworked
dependingonwhohappens tobe in
government.Noneof this isdramatic
on its own, butover time it addsup.
ItmakesNewZealanda less
predictableplace to invest than it
shouldbe.

This isn’t to suggest economic
policy shouldbe takenoutofpolitics.
Far from it. Questionsabout fairness,
redistributionand the roleof
government shouldbedebated—
that’s part of ahealthydemocracy.
But there is a case for steppingback
andaskingwhetherwecanagreeon
someof thebasics. Stable, predictable
frameworks that support investment
andgrowth shouldn’t reallybe
controversial. They’re the foundation
onwhicheverythingelse is built.

Ifwe’re seriousabout lifting
productivity,weneed to start
thinkingbeyond thenext election
cycle. Thecountries thatdo thiswell
aren’t constantly resetting the rules,
theycompeteonhoweffectively
theydeliverwithin them.

In theend, productivity isn’t going
tobe fixedbyanysingle budget. But
lowering the cost of capital is oneof
themost important enablerswehave
for jobsandgrowth. Itwill come,
slowlybut steadily, fromcreatingan
environmentwherepeoplehave the
confidence tocommit for the long
term—andwhereNewZealand is
seenasa competitiveplace to invest.

● GrahamLaw,ActingChief Executive
atNZX.NZX is a sponsor of theHerald’s
CapitalMarkets and Investment report
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Blue chips hold steady as
investors find more hope

Graham Skellern
reviews the latest
company reporting
season and
performances, and
discovers the
outlook is not as
gloomy as you
might expect

S&P/NZX
50 Index

WINNERS LOSERS

Herald Network graphic

Top 50 share price performance

Infratil
Fonterra Shareholders

Skellerup
Channel Infrastructure

Genesis Energy
Mercury NZ

Port of Tauranga
Chorus
Vector

Meridian Energy
Contact Energy

Scales Corp
Tourism Holdings

Hallenstein Glasson
ANZ Group

Goodman NZ
Sanford

Property for Industry
Tower

Turners Automotive
Heartland Group
Auckland Airport

Sky Television
Vista Group

F&P Healthcare

42.24%
20.97%
19.22%
10.93%
9.48%
8.92%
6.47%
6.46%
6.04%
6%
4.93%
4.75%
4.15%
4.1%
3.51%
2.68%
2.31%
1.86%
1.84%
1.53%
0.14%
0.05%
–0.01%
–0.38%
–1.22%

–56.41%
–51.45%
–44.44%
–43.89%
–38.62%
–33.9%
–27.59%
–24.14%
–22.34%
–19.74%
–15.76%
–14.67%
–14.17%
–13.18%
–11.84%
–10.85%
–9.57%
–9.42%
–6.59%
–5.64%
–5.44%
–4.54%
–3%
–1.6%
–1.75%

Gentrack
KMD Brands

SkyCity
Serko

a2 Milk
Summerset
Ebos Group

Air New Zealand
Ryman Healthcare

Vulcan Steel
Oceania Healthcare

Fletcher Building
Stride Property

Argosy Property
Precinct Properties

Spark NZ
Kiwi Property

NZX
Briscoe Group

Mainfreight
Investore Property

Freightways
Vital Healthcare Trust

Napier Port
Westpac Banking

Including dividends. At end of trading on May 29.

Down
2.24%
Year to date

Began year at

13,548.42

End of May
trading at

13,244.55

There was a time
when youmet

farmers and they
had little to say

about Fonterra. Not
now. Fonterra is

providing
impressive results.

Mark Lister

T he leading stockson the
NewZealandsharemarket
have, byand large,
weathered the stormof the

MiddleEast conflict and fuel price
shock.

Toughenedandwiser fromearlier
crises— theCovidpandemicandUS
tariffs— theblue-chipcompanies
closely reviewed their operations
andmarkets and savedcostswhere
needed.

The result: in theMayreporting
season therewasmorehope than
despair.

ShaneSolly, portfoliomanager
withHarbourAssetManagement,
says leading into the results season,
themarket showedsignsof “anxious
expectation.Thecommoncaution
wasaround thegeopolitical situation
and input costs.

“Theelevated fuel priceand
shippingand supplychaindisruption
—peopleweremindful ofwhat
impact theconflictwouldhaveon
costs andconfidence.”

As it turnedout, saysSolly, the
results generallywerebetter than
expected.The rateof slowdown in
activityor risk aroundoutlookscould
havebeenworse.

“Iwould say thecompany
outlookswerecautiously
constructive. The investors
respondedwitha relief rally.”

Theblue chipcompanies showed
anunderlyingqualityof earningsand
strongbalance sheets anddebt
control.

“Ourmarketdoesn’t have the
Aussieminersor theUS technology
stocks,” saysSolly. “Butour leading
companieskeepchuggingalongand
producing solid results througha
challengingeconomicperiod.”

MarkLister, investmentdirector
withCraigs InvestmentPartners, says
therewere certainly somebright
spots in the reporting season. Fisher
&PaykelHealthcare,Mainfreight and
Fonterraall providedstrongupdates.

“Likeotherblue chips, theyare
well-run, high-qualitybusinesses that
youcanhaveconfidence in. They
havestrongbalance sheets, an
impressive track recordanda
management teamofhigh integrity
and trust. It’s important tohavecalm
headsand leaderswilling to takea
long-termview.

“The reporting seasonwentbetter
thanpeoplewereexpecting. Ina time
like this,with anunexpected shock
thatvery fewsawcoming,meeting
market expectationsandcompany
guidance is awin,” saysLister.

“Youwill alwaysgetbusinesses
that are less exposed thanothers, and
somecompaniesaredoing it tougher.
Theyare cautiousandsubdued,
facingacloudyoutlook.

“Somewouldargue that the full
forceofwhatweare seeing—
inflation, costs, pricingpressuresand
supplychaindisruption—are still to
come.Wedon’t knowhowthingswill
playout.”

Listerwas recently speaking to
investors inHamiltonandwas told
fromthe floor: “Wearenot seeing the
challengesyouare talkingabout.We
aredoingall right.”

He says, “I’mhappy tobe told I’m
wrong.Therearepocketsof strength
out there, for sure, andmanygood
businessesaregettingonwith it. But
it’s amixedbag.

“Waikato isoneof those regions
with its agricultureanddiversified

economythat is inbetter shape than,
say,AucklandandWellington.

“Theexport-drivencompanies are
presently ina strongerposition than
thedomestic-focusedbusinesses,” he
said.

Solly says, “If youdigbelow the
surface, thereare improving
underlying results fromthe
retirementvillage/agedcareand
property stocks— theyhave
implementedself-help to their
businessoperations.And theport
companies are steady-as-she-goes.”

Marketheavyweights, global
medical devices supplier Fisher&
PaykelHealthcareandglobal
transport and logistics company
Mainfreight, lifted investors’ spirits
when theyproducedsolidannual
results andoutlooks. The resultswere
better than investors feared.

Fisher&PaykelHealthcare, the
largest local stockonmarket
capitalisation, increased revenue 14%
to$2.31 billion, even in the faceofUS

tariffs, andnetprofit 24% to$468.5
million,witha forecast of achieving
$2.45b-$2.57band$500m-$550m,
respectively in the2027 financial
year.

Better still for investors, Fisher&
Paykel increased its annualdividend
22% to52ca shareafter payinga final
dividendof 33ca share.

Mainfreight’s sharepricehad
slipped to$53.50among the investor
anxiety leadingup to its result release.
Butnever fear, it increased revenue
by2% to$5.38b, thoughnetprofitwas
down8.5% to$251mfor the 12months
endingMarch.

However, encouragingly,
Mainfreight told themarket that
improved tradingconditionsand
stronger-than-expected sales growth
in the secondhalf of the financial year
continued inApril andMay,despite
thedisruptionanduncertainty
causedby theMiddleEast conflict
andelevated fuel prices.

Mainfreight, a barometerof
economicwellbeing, said “supply
chain freight solutions continue tobe
a strong focus inourcustomer
relationshipsasweoffer an
increasing rangeof services.During
theyearwehave increased trading
across all threedivisions forour top
500customers to41%, from39%the
yearprior.

“Maintaininganemphasison
underlyingbusiness improvements is
ahighpriority as fuel volatility adds
toeconomic growthuncertaintyand
inflationarypressure.”

BrokerForsythBarr saidafter a
tough fewyearsofprofit
normalisation following theCovid
congestion-driven freight rate super
cycle,Mainfreighthasnowpassedan
inflectionpoint,withgreaterprofit
growthcertaintywithin itsnear-to
mediumtermoutlook.

ForsythBarr revisedMainfreight’s
full-year 2027profit before tax
estimate to$404m—almostdouble
the full-year 2020numberof $206m
—andset a target sharepriceof $79.

AfterMainfreight released its latest
result, its shareprice shot to $65, its
highest level innearly fivemonths.
But the starof the showwasutilities
investor Infratil,whichhasan
exposure to the rampantdata centres
andartificial intelligence.

Infratil’s shareprice surged from
$10.65 to$16within threeweeks in
Mayaftermakinga seriesofupdates:

its associatesCDCcompleted
Australasia’s largest-everdata centre
contract (a 30-year, 555MWdealwith
aUScustomer), andLongroadEnergy
is supplyingaMetadata centre,with
furtheropportunities emerging.

Infratil sold5%of its 14%
shareholding inContact Energy for a
windfall of $495m, and reportedan
11% increase inproportionate
operatingearnings to$989m,mainly
drivenby investments inAustralia-
basedCDCandUS renewableenergy
businessLongroadEnergyas
demand forAI infrastructure
accelerates.

That’s good reason for Infratil to
forecast stronggrowth,with full-year
2027earnings guidanceof $1.3b-$1.4b,
up21%. Capital expenditurewould
increase from$2.7b to$3.8b-$4.4b,
and Infratil hasawarchest of $1b for
further investmentopportunities.

At theendofMay, Infratilwaswell
ahead in theNZX top50shareprice
performances, having risen42.24%
for theyear todate.

FonterraShareholders’ Fund
gained20.97%, ever-steadySkellerup
Holdings 19.22%andChannel
Infrastructure 10.93% in the same
period— theonlyoneswithdouble-
digit increasesamong the top50
stocks.

DairygiantFonterra isplayinga
vital role in improving the farmers’
standardof living and thehealthof
theNewZealandeconomy,
especially rural communities.

Fonterramadea special payment
totalling$3.2b to itsmore than8000
farmer/shareholders following the
$4.22b saleof theMainlandGroup to
Lactalis, and it has forecast another
openinghighmilkpayment for the
2026/27 seasonof $9.75perkilogram
ofmilk solids.

In its third-quarterupdate, Font-
erra reportedoperatingprofit of $1.8b,
up$102mandunderlyingearnings
per shareof 57c, up from53ccom-
paredwith thepreviouscorrespon-
dingperiod. Full-year earningswere
lifted to60-70ca share from50-65c.

NewFonterra chief executive
RichardAllen saysmilkproduction
isupconsiderably this seasonand,
despitedisruption inglobal supply
chains, “our sales book iswell
contractedandour shippingvolumes
are strong,with thehighest third
quarter shipmentvolumes ina
decade.”

Lister saysFonterra isproviding
impressivecompany results,
earnings guidanceandmilkprice
forecasts.

“Lookingback 10-20years,
Fonterrawasunderperforming,with
poor governanceandquestionable
strategicobjectives.

“MilesHurrell [previouschief
executive] dida great job turning
aroundFonterra,whichhasbecome
an importantpiece in theagricultural
backboneofNewZealandand rural
communities.

“Therewasa timewhenyoumet
farmersand theyhad little to say
aboutFonterra. Butnotnow,” Lister
says.

Sitting in the top 11 of theNZX
performersare five energy stocks—
Genesis,Mercury,Vector,Meridian
andContact. Thehydro lakesare full
for increasedgenerationand their
balance sheets are strongenough to
invest in further renewableenergy.

Theyare steady,well-managed
businesses that stronglycontribute to
thedefensivenatureof theNew
Zealandsharemarket.

While conservative inproducing
consistent and solid financial results,
theenergycompanies arenot averse
to sticking their headsout, politically.

Meridian, having thegrunt as
NZX’s second-largest local company
onmarket capitalisationaheadof
Infratil, challenged theGovernment
over its plannedLNG import terminal.

It is notneeded tomanagedry-
year electricity risks, saidMeridian.
Existingmeasures, including the
HuntlyPower Station reserveand
demand-responseagreementswith
users suchasTiwaiPoint aluminium
smelter, providedsufficient security
of supply for at least thenextdecade.

ListerplacesTurnersAutomotive
andappleandproteinexporter Scales
Corp in thebluechipcamp. “Theyare
great businessesand runwell,” he
said.

“Turners is clear on the long term
and is oneof the fewcompanies that
offersmulti-year targets— it’s brave
toput themout there for all to see.
And theyaremeeting them.Turners
hadagreat result andwaswell
flaggedby thecompany inadvance.”

Turnersdelivereda9% increase in
revenue to$451.2m for the 12months
endingMarchanda recordnetprofit
before tax (NPBT)of $63.2m,up 16%
on thepreviousyear.All three

Capital Markets
Graham Skellern
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Closing New Zealand’s capital gap
Wayne Gentle
looks at what
happens when
success becomes
the challenge for
NZ companies

As companies grow, their capital
requirements change. Funding

rounds become larger. Expansion
plans becomemore ambitious.

Wayne Gentle

N ewZealanddoesn’t havea
shortageof goodcompa-
nies. It has a shortageof
sufficientlydeepcapital

pathways to support themas they
scale.

In 2025, therewere threenew
listingson theNZX—Uvre,Manuka
andLocate—comparedwith92on
theASX.The issue isnot simply the
amountof capital in the system,but
whether it remainsdeepenoughas
companiesmove fromearly success
to sustainedscale.

That iswhere the real challenge
sits.NewZealand is reasonablygood
at creatingbusinesses, butnot as good
at sustaining themthrough the
criticalmiddle stages—where
companiesmove fromearly traction
tonational andglobal scale.

Technology featuresprominently
in this conversationnotbecause it is
special, but because it is perhaps the
clearest stress-test of the system.
Thesebusinessesoften require
multiple roundsof capital, longer
timehorizonsand investorswilling to
support themthroughuncertainty—
makinganygaps in the systemmore
visibleover time.

Weoftendiscuss innovation in
termsof talent. In reality, it is just as
oftenaquestionof capital structure.
NewZealandhasdevelopeda
growingecosystemofangel
investors, venture capital firmsand
privatebackerswilling to support
promising ideas in their early stages.
At theother endof the spectrum,
publicmarketsprovideapathway to
broaderownershipand liquidity.

Deepand liquidpublicmarkets
alsoallowcapital tobe recycledmore
efficiently into thenext generationof

growthcompanies.
Thedifficultyoftenemerges in

between—as companies grow, their
capital requirements change.
Funding roundsbecome larger.
Expansionplansbecomemore
ambitious. Investorsneed tobeable
tocommit capital for longerperiods,
oftenwhile acceptinggreater
uncertaintyaround timingand
outcomes.

This iswhere thechallenge
becomesmorecomplex: finding
enoughcapital at scale, at the right
valuation, and for longenough.

NewZealandhasdevelopedmany
of thebuildingblocksneeded to
support theearlypart of that journey,
but fewer for businessesoperatingat
scale.Oncevaluationsmove fromthe
tensofmillions into thehundredsof
millionsof dollars, the relevant

investoruniversechangesmaterially.
Theconversation shifts fromearly-
stagebackers to larger institutions,
privatewealthnetworksandoffshore
capitalmarketswith significantly
greaterdepth.

Ascapital—andoftenownership
—movesoffshore, it is notbecause
local investorsdisappear, but
because largermarkets canoffer
deeperpools of capital, stronger
sector expertise, greater competition
for assets and, in somecases, higher
valuations.

Youcan see it playout inpractice.
RocketLabultimately found its long-
termpublicmarkethome in the
UnitedStates.Halterhas raised
substantial offshore capital as it
scales internationally. Xero spent
years accessingAustraliancapital
markets and investors as it grew into

aglobal softwarecompany.
Ineachcase, thequestionwasnot

simplywhether capitalwasavailable,
butwhere thedeepest andmost
competitive sourcesof capital could
be found.Noneof this isunusual:
every successful economydrawson
international capital.Whatmatters is
notwhetheroverseas investors
participate, butwhetherdomestic
capitalmarkets remainacredible
optionas companiesmatureand
funding requirements increase.

Aneconomytends to reflect the
preferencesof its capital. Systems
dominatedbyshort-duration, highly
liquidcapitalwill tend toproduce
differentoutcomes fromthose
supportedbydeeperpoolsofpatient
capital able to stay invested through
multiple stagesof growth.

The scale andmaturityof a savings
systemcan influence those
preferences.NewZealand’s
KiwiSaver systemnowexceeds$130
billion inassets and is growing
rapidly.Australia’s superannuation
systemmanagesmore thanA$4
trillion. Scalematters.

Largerpoolsof capital areoften
better able to tolerate illiquidity
withinpart of their portfolioswhile

stillmeeting theoverall liquidity
needsof investors.Over time, that
canexpand the rangeof investment
opportunities available to them.
KiwiSaver fundsarealreadybegin-
ning toplaya larger role in thispart
of themarket and, as the systemcon-
tinues tomature, have thepotential
tobecomean increasingly important
sourceof long-termgrowthcapital.

This conversation is notunique to
NewZealand. Similardebateshave
emerged inAustralia around
Atlassianand theUKaroundWise,
highlighting the tensionbetween
domestic capitalmarkets and larger
offshorealternatives. Butoffshore
capital is not theproblem in itself.
International investment, partner-
shipsandacquisitionshaveoften
helpedNewZealandcompanies grow
faster than thedomesticmarket alone
could support.

Thepoint is not that companies
access capital fromoverseas, but that
the local systemoften lacks sufficient
depth to remaincompetitivewhen
thosedecisionsaremade.Thechall-
enge is tomaintaincrediblepathways
for companies as theymove from
early success to sustainedscale.

Addressing this gapwill require
more thansimplyencouraging
entrepreneurship. Itwill require
deeperdomestic poolsof long-term
capital, strongerpathwaysbetween
private fundingandpublicmarkets,
and institutional investorswilling to
support companies throughmore
stagesof growth.

Thegoal is not toprevent compa-
nies fromaccessingoffshorecapital,
but toensureNewZealand remains
acredibleplace to fund, scale and
retainmoreof its successful bus-
inesses. Thatmeansbuildinga sys-
temthat isnotonlygoodat starting
companies, but capableof backing
themthrough themostdifficult and
capital-intensive stagesof growth.

Becauseover time,what an
economy is able tobuildandkeep
is shapednot just by thequalityof
its ideas, butby thedepthof capital
available to carry themfurther.

● WayneGentle isChief Investment
Officer andExecutiveDirector,Milford
AssetManagement

Blue chips steady as investors find hope
continued from B26

Our leading companies keep chugging
along and producing solid results through

a challenging economic period.
Shane Solly

divisions — auto retail, finance and
insurance — had profit growth, with
a record fourth quarter for the busi-
ness.

Turners brought forward theNPBT
target of $65m a year earlier into the
2027 financial year. It is the third
successive multi-year target Turners
has met and is heading for its new
goal of $100m by full-year 2031.

Scales Corp confirmed market
guidance of $50m-$55m net profit for
the year ending December.

Managing director Andy Borland
says, “Trading across the group has
been positive for the first five months
of the year, with financial perform-
ance across all divisions at expected
levels, despite the impact of the Iran
war.”

Stocks such as Ebos Group, Spark,
a2 Milk, Fletcher Building and
Gentrack have (temporarily, let’s
hope) lost their blue-chip status as
they work hard to get back to their
former glories.

Companies in this volatile market
environment are punishedwith earn-
ings downgrades. In late April, Ebos
lowered its full-year operating earn-
ings forecast to $610m-$620m, from
$615m-$635m, and talked about “ele-
vated fuel prices and broader energy
cost pressures” impacting the busi-
ness.

Ebos, one of Australasia’s biggest
suppliers of medical, pharmaceutical

and animal care products, has been
on a slippery slide since losing the
ChemistWarehouse distribution con-
tract and its share price (at the be-
ginning of June) was trading at an
eight-year low.

Solly says Ebos was facing a more
challenging growth environment and
the market was concerned about
increased competition, waiting to see

evidence of its cost recoveries.
Analysts have downgraded Spark

because of concerns over its earnings
momentum in a competitive and
challenging economic environment.
Spark did provide an improved first-
half net profit of $73m on an adjusted
basis but it fell short of analysts’
consensus of $96m for the sixmonths
ending December.

When Spark’s share price hit $1.875
on June 3, it was its lowest level in
15 years.

Infant formula supplier a2 Milk
was going swimminglywhen its share
price hit $11.84 in early March. Sudd-
enly, back-to-back announcements
knocked its progress. A2 recalled
three batches of its Platinum infant
formula in the US due to the presence
of cereulide. Main rivals Nestle and

Danone had experienced the same
issue in other markets.

Before then, a2 Milk told the mar-
ket it was experiencing in-market
product availability, with shortfalls of
China-label formula at Chinese distri-
butors and retailers, compounded by
low inventory levels because of
Synlait’s manufacturing challenges
and increased red tape for Customs

clearance and product releases in
China. A2 lowered its full-year reve-
nue growth guidance and its share
price slipped to $6.59 (on June 3) —
a fall of more than 38% year-to-date.

Fletcher Building, the once mighty
tōtara of the construction sector, is
resetting its business to lower debt
and streamline operations. It has sold
its construction division to Paris-
based Vinci for $334m, and is exiting
its Fijian construction interests aspart
of awider asset programme including
selling Fletcher Reinforcing and prop-
erty in Auckland and Australia.

Fletcher Building, a cyclical stock
sensitive to the swings of the New
Zealand and Australian economies,
wants to focus on being a building
materials and distribution business.

Utilities software provider Gen-

track ended up the worst performer
in the top 50 — its share price falling
56.41% to below $4 at the end of May
— following a soft half-year result and
earnings downgrade.

Gentrack, whose share price
peaked at $14.24 in December 2024,
reported a 1.6% decrease in revenue
to $110.14m and 28.86% fall in net
profit to $5.11m because of delays to
new project revenue. Chief executive
Gary Miles told the market its deals
pipeline remains intact, and prospec-
tive deals flagged to investors in
November had been delayed rather
than lost to competitors.

Gentrack said it is concentratingon
product development and interna-
tional growth for the longer term
rather than short-term gain, but the
market keeps waiting for the new
project announcements.

Retirement village and property
stocks — hampered by the slowdown
in the housing market — are fighting
hard to regain their blue-chip status.

Solly says the retirement/aged
care sector is quietly regrouping,
showing that “if you change your
focus and run your business harder,
then you can get returns. A lot of self-
help is required.”

Ryman Healthcare, Summerset
Group and Oceania Healthcare were
all in the bottom 11 of share perform-
ance in the top 50.

Ryman’s strategic reset resulted in
a 94% increase in full-year operating
earnings to $88m and the first posi-
tive free cash flow in a decade of

$188m. Forsyth Barr said the reset
gave Ryman greater flexibility to
grow when market conditions im-
prove, after scaling back develop-
ment activity and focusing on returns
from existing assets.

Oceania Healthcare also made a
step-change and reported a 20% rise
in full-year operating earnings to
$97.7m, record sales settlements and
reduced net debt through divesting
assets.

Property stocks such as Argosy,
Goodman NZ, Investore, Stride and
Property for Industry — though gen-
erally in the bottom rung of share
price performance — reported steady
annual results andmet their dividend
guidance. But a more corporatised
Goodman NZ and Property for Indus-
try were stand-outs, with gains of
2.68% and 1.86% in their share price
to the end of May.

Goodman more than doubled its
annual profit to $248m on a $111.2m
gain in property values and share of
earnings from associates. Its total
properties under management are
valued at $4.9b and Goodman has
forecast an increased dividend of
7.17c, up 5%, for the 2027 financial
year.

Property for Industry also
upgraded its full-year cash dividend
to about 9.5c a share, an increase of
10.5%. Summing up the latest
reporting season and share price per-
formance, Solly says: “It’s the under-
lying quality of the earnings that
powers the returns.”
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What the US bull market
means for Kiwi investors

The rally driven by
AI stocks raises
bubble concerns for
fundmanagers

It’s a K-shaped
economy on

steroids where you
have record all-time

low levels of
consumer

confidence coupled
with a surging
sharemarket.

Matt Goodson

W all Street’s colossal bull
run has captured the
attention of capital mar-
kets worldwide. United

States stocks have continued to rally,
flying in the face of the naysayers
who have written it off as a bubble.

But the eye-watering numbers
keep on coming from the US, particu-
larly in the artificial intelligence (AI)
space.

“The AI boom will flourish as long
as confidence runs high,” Goldman
Sachs chief executive David Solomon
said recently in an interview hosted
by the Economic Club of New York.
“There’s plenty of liquidity in the
system if the world continues to
remain as optimistic.”

Solomon was asked about the
sheer size and number of AI mega
deals coming to the equity markets
for capital. “We are definitely in a
moment where there’s more greed
than there is fear,” he was reported
as saying.

Early this month, Anthropic filed
for an initial public offering set to va-
lue the company at more than US$1
trillion ($1.69t).

Salt Funds managing director Matt
Goodson said the advance in the US
had been “incredibly narrow”.

The S&P 500 index was up by
more than 10% in the year ending
May. However, Philadelphia
Semiconductor Index, an index com-
prising 30 of the largest
semiconductor-exposed stocks in the
US, was up 94% in the same period.

“It’s an incredibly narrow advance
and I think it mirrors what’s going on
in the US economy,” Goodson said.

“It’s a K-shaped economy on ster-
oids where you have record all-time
low levels of consumer confidence
coupled with a surging sharemarket.

“If you’re an asset owner in the US
market, you’re doing exceptionally
well.

“If you’re Joe Blowworking at your
job in West Virginia, you’re not doing
so well — and that’s mirrored in the
results across all the various sectors
and companies in the US market.”

The data centre, semiconductor-
exposed stocks are flying, while
many other companies are doing it
tougher. At the same time, one of the
reasons they are struggling is that US
inflation is not yet under control.

Those inflation concerns have
been priced in by the bond market,
whichhas seenUS30-yearTreasuries
hit 5% — revisiting levels not seen
since 2007.

Accompanying the data centre-AI
story has been a commodities boom,
led by gold.

“Gold is just coming off its highs
but it’s spawned a vast number of
billion-dollar-plus companies in Aus-
tralia that have a little gold mine.

“Iron ore has held but copper and
lithium have performed incredibly
strongly — and that’s partly on this
whole ‘new’ economy thematic,”
Goodson said.

Mining giants BHP and Rio Tinto,
which once relied on iron ore for the
bulk of their earnings, have seen
contributions from copper skyrocket.

“There’s no shortage of copper
projects to come on around the
world, but that’s going to take time.

“And for now, the copper price is
extremely strong, so that’s been a key
distinctionwithin the Australianmar-
ket versus the New Zealand market,”
Goodson said.

“From a local fundmanager’s point
of view, your degree of data centre
exposure and your degree of re-
source stock exposure has had a lot
to do with how you’ve done so far
this year.”

The Iran war could not have come
at a worse time for the New Zealand
economy and the market.

“Things were starting to pick up
and the market was starting to pro-
cess that to some degree, but Iran’s
clearly brought that to a screaming
halt,” Goodson said.

“I think a key question for New
Zealand in particular is whether we
see a return to those conditionswhen
the Iran situation is resolved, or whe-
ther the recovery is more gradual
because any resolution is likely to be
much fuzzier.

“My view is oil inventories are
heavily depleted and refilling them is
going to add several billion barrels a
day to demand, even when the Strait
of Hormuz reopens.

“While we may see oil and petrol
prices come down from their current

highs, it’s unlikely that prices would
return to pre-Iran war levels soon.”

Given the sheer scale of theUS bull
market, local fundmanagers could be
forgiven for feeling overwhelmed.

The often-quoted US Buffett Indi-
cator — named after investment guru
Warren Buffett, is flashing warning
signs.

It sits at roughly 237% — indicating
the stock market’s total capitalisation
ismore thandouble the size of annual
US GDP.

In other words, the US share-
market has never been bigger, where-
as New Zealand’s is small relative to
the size of the local economy.

According to Reserve Bank data,
about $87 billion in KiwiSaver assets
are tied up in overseas investments,
compared with $55.9 billion domes-
tically.

Given America’s dominance on
world markets and index funds, fund
managers estimate about a third of
KiwiSaver is exposed to the US.

As the US market continues on-
ward and upward, there’s plenty to
keep fund managers awake at night.

Right now it’s Iran and how much
longer the AI theme runs and whe-
ther it’s a bubble or not.

“As a New Zealand benchmarked
investor, it doesn’t keep me awake so
much because it’s not such a big
impact here, but in terms of global

markets, I think that would be Iran
and the longevity and the AI boom,”
Goodson said.

“It’s not taking a mega bear or a
mega bull situation, but we are trying
to hold a very balanced view that this
could run for some time.”

Leighton Roberts, co-founder and
co-CEO at investment platform Sha-
resies, said there is heightened local
interest in the markets.

“There is definitely a lot of energy,
for want of a better term, back in
markets broadly and for a long time
US markets have dominated flow,
which is to be expected given the size
of the market and the size of the
businesses over there.

“Certainly a lot of that just goes into
your index funds like your US500
and some of the other ETFs over
there like the [Vanguard’s] Total
World Fund are very popular.”

Froma company point of view, the
big names — companies like Nvidia,
and the other “Magnificent 7” stocks
— dominate.

Roberts says the hype in the US
can end up flowing through to larger
trading numbers in the othermarkets
such as Australian and New Zealand
markets. The talk around ElonMusk’s
SpaceX IPO is creating interest in its
competitors, such as New Zealand-
founded Rocket Lab, which is heavily
favoured by Sharesies investors, rath-
er than the likes of Nvidia and Tesla.

Roberts said about 36% of cus-
tomers on the platform had a direct
exposure to US equities.

He noted the current takeover
offer for Tourism Holdings by BGH
Capital (BGH) and the family interests
of Luke and Karl Trouchet and said
there was a risk of local companies
becoming smaller parts of larger off-
shore businesses.

“Part of that risk has been driven
by the return and the growth that you
can get out of these large global ent-
erprises compared with what you
might be able to get from a much
smaller company. So yes, that is ab-
solutely a concern.”

Roberts noted some diversifica-
tion away from the US as investors

sought to lessen risk, but they were
nevertheless inclined to hold in the
face of sudden market downturns.

“Even if it is a bubble, I think most
people do appreciate now that hold-
ing can be the best option.

“If you look at the massive crashes
that we had sort of 2008, and then
again during Covid — even if you’d
bought at the peak before those big
drops — if you fast-forward 10-15
years, you’ve still done very well.

“So, I think people reasonably have
high-risk appetites for that, and we
don’t see a lot of switching and selling
when these crashes happen.”

While the US market looms large
in the investor mindset, there still
remains a home bias, Roberts said.

“Our New Zealand customers do
trade a lotmore NZX stocks than they
do the Australian ones, even though
the market there is clearly much
larger. Then there is the capital pool
that KiwiSaver has to offer — as that
money continues to need to find a
home, I think that will be of benefit
to the overall capital system in New
Zealand.”

Roberts said if you look at what
happens in Australia, super funds
own a huge amount of the ASX com-
panies but they are also large inves-
tors in PPPs and infrastructure.

“That’s an interesting opportunity
for us, where not everything has to
be funded off the Government bal-
ance sheet,” Roberts said.

Craigs Investment Partners invest-
ment director Mark Lister said fund
managers had to direct capital to
where it could be best put to work.

“So as much as we’re patriotic, it’s
very easy for us to just allocate more
funds to the US or Japan or Europe
or wherever the opportunities are.

“We’re somewhat agnostic, be-
cause you have to be. You’ve just got
to do the right thing by your clients.”

Lister said the local market was
dominated by “safe and steady” busi-
nesses — infrastructure, real estate,
utilities and healthcare.

“We’re not as high-octane as some
of those other markets out there,
which isn’t a bad thing.”

Capital Markets
Jamie Gray
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The risks of biases and hallucinations
GenAI financial advice needs
fit-for-purpose regulation,
writes Tim Williams

Clients maymake
unsuitable
investment
decisions by

following non-
compliant financial

advice from
offshore GenAI

chatbots.

I fNewZealanders are toget the
full benefit of generativeAI-
powered financial advicewhile
maintainingaccess to thekey

protectionsof the law, the
Governmentneeds toprioritise the
introductionof a specific fit-for-
purposenewregulatory regime for
GenAI chatbots.

While the current legal framework
covers recommendationsoropinions
on financial productsor investment
planscoming fromdigital and robo-
advice facilities, the lawhasnotkept
pacewith the rapidadvancements in
GenAI. Inparticular, the lawdoesnot
currentlyprovideabalancebetween
thebenefits of freeandaccessible
financial adviceand the risksof
biasesandhallucinations. The riseof
large languagemodelsmeansNew
Zealanders candirectlyaccess
financial advice fromoffshoreGenAI
chatbots, seeminglywithout the
usualprotectionsofNewZealand law
beingenforced.

Thisplaces theFinancialMarkets
Authority (FMA) in aquandary.New
Zealanders are increasinglyaccessing
financial advice fromoffshoreGenAI
chatbots,whicharenotmeeting local
requirements fordisclosure,
qualifications, client interest priority,
advice standards, andsuitability and
understandingassessments, towhich
local financial adviceproviders are
subject. Theseobligationsare
designed tohelpclientsmake
informeddecisions. Consequently,
clientsmaymakeunsuitable
investmentdecisionsby following
non-compliant financial advice from
offshoreGenAIchatbots.

TheFMAhas indicatedpublicly
thatoffshoreGenAIchatbots
responses fitwithin anexemption for

providing “informationonly”. In
manycases, thatmaybe true.
Alternatively, offshoreGenAI
chatbots couldbeexemptbecause
theyarepassing-onadvice from
otherpeople. Theyalsooftenpost
disclaimers thatnoadvice is being
givenor state terms requiring theuser
not to seek financial advicecontrary
to local laws, but these stepsare
unlikely tobe fullyeffective.

If anoffshoreGenAIchatbot
provides its ownrecommendationor
opinion relating to a specific financial
productor an investmentplanning
service in its responses,NewZealand
financial advice lawswill apply, and
it appears thatoffshoreGenAI
chatbots arenot seeking tocomply
with those lawswhen theydoapply.

It is often said that anunenforced
law isworse thanno lawat all,
becauseanunenforced lawallows
non-compliers a comparative
advantageover thosewhocomply,
exacerbating lawlessbehaviours.
NewZealand’s financial advice laws
aredesigned toprotect retail clients,
but todo so imposes significant
compliancecosts for financial
advisers that, in somecases, offshore
GenAIchatbots are avoiding to the
potential detrimentof theirusers.On
theotherhand, theFMAhas
identifieda significant “advicegap”
arising fromdemographic influences,
a lackof providers servingcertain
areas— suchas retirement
decumulation, and factorsmaking it
uneconomic for financial advisers to

takeon lower-value clients— that
maydrivepeople tounregulated
sources, includingoffshoreGenAI
chatbots andsocialmedia.

TheFMA’suncertaintyonhowto
treatoffshoreGenAIchatbots sits
against an international backdropof
increasing litigation, involvingclaims
thatGenAI chatbotshaveprovided
regulated serviceswithout the
necessary licencesorapprovals.

Pennsylvania, for example, has
launchedproceedingsagainst
Character.AI, stating that its chatbot
impersonatedmedical professionals
andclaimed tobeable topractice
medicine.

Japanese insurancegiantNippon
Lifehas also recently commenced
litigationagainstOpenAI in the state
of Illinois, claiming thatChatGPT
providedunauthorised legal advice
toa formerpolicyholder.

TheFMAhasnowsignalled that
itwill commencea thematic review
of theuseofGenAI in the financial
advice industry.

Thismay lead tonewregulation.
If so, theGovernment shouldbe

innovativeandboldwhen
developingnewpolicy.

There is amajoropportunity to
providemuch-neededaffordable
financial advice to thecommunityby
developinga safeandcontrolled
regulatory framework forGenAI
advice.

Anew frameworkcouldexempt
offshoreGenAIchatbots from
licensing if:

● Theymeet appropriate
disclosure requirements, so
consumersunderstand the scope,
risks, and limitationsofGenAIadvice;

● Address someethical
challengesand risks, suchas
mitigatingAIbias (toensure some
providers arenot inappropriately
recommendedoverothers,
particularlyasa result of sponsorship,
or socialmediaorweb-usage
influencingbehaviours)

● Ensure that clientdata is
safeguarded.

While sucha frameworkwould
not eliminate risks fromhallucination
errorsorbiases, it couldmitigate
them,while still delivering superior
outcomes to the statusquo, inwhich
manyconsumers go tounregulated
sourcesor refrain fromseeking
advicedue to cost orperceived
complexity.

In themeantime, firmsusing
GenAI in their adviceprocess should
continue toexercise care tocomply
with theirdutiesunder the law,
including theCodeofProfessional
Conduct forFinancialAdvice
Services, andoffshoreGenAI
chatbots should take steps tocomply
withNewZealand financial advice
laws.
● TimWilliams is apartner in law firm
ChapmanTripp.
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Houston, do we have a
debt capital markets problem?

Government
borrowing is
crowding out
New Zealand
private sector
borrowing, residual
cash deficit
forecasts are
dependent on the
election outcome,
and our core
Crown net debt
levels face
compounding
risks, writes
Craig H. Stobo

The large
improvement in the

residual cash
deficits in the out

years assumes that
a government

elected in
November 2026will
support the current

Government’s
forecast cashflow
outcomes. That, of

course, is not
assured.

● Craig H. Stobo is the former chairman of the Financial Markets Authority. The
opinions expressed here are his own opinions, are not AI-generated, and do not
reflect the views of any entities that he currently co-directs or advises.

F romaNewZealanddebt
capitalmarketsperspective,
the2026Budgetwas
somewhat reassuring—but

only in the short term.
At aheadline level, thebudgeted

Governmentdebt issuanceprog-
rammeof $35billion inFY2025/26
and$34b in 2026/27 remains the
sameasoutlined in theHalfYear
EconomicandFiscalUpdate in
December2025.And thedebtpro-
grammeout to 2030 forecastsonly
amodestuptick in issuanceof $6b.

Nevertheless, net coreCrowndebt
has risen fromonly$57.5b inFY
2017/18 to$182b in2024/25, and is
expected to rise to$191b (2025/26)
and to$246b (2029/30).

AsapercentageofGDP it rises
from19.9% in2017/18 to41.9%
(2024/25), 42.4% (2025/26) toa
forecastpeakof 46% in2028/29.

The short-termreassurancewas
evidenced inboth the foreign
exchangeandbondmarkets,which
all rallied slightly asexpectationshad
been for a largerbondprogramme.

Itmaynowmean thatourvaluable
AAA(local currency)or equivalent
rated status from thecredit rating
agencies Standard&Poor’s,Moody’s
andFitch remains intact, and the
negativewatchoutlook fromthe
latter twoagenciesdoesnot evolve
froma trajectory intoadowngrade

thatwouldaffect all otherNew
Zealandbond issuers.

However, themessages fromthe
latter twoagencies arevery similar:
debt-servingcosts are straining the
fiscal outlookand recent economic
shocksareadding to thedebtburden,
yet tobe resolved.

While investor coverage ratios for
recent auctionsofNewZealand
Governmentnominal bonds remain
solid (despiteour 10-year
governmentbondsprovidingonly
incremental yieldsover 10-year
UnitedStates governmentbonds),
publicdebt issuancemaybe
“crowdingout”NewZealand
corporatedollardebt issuance.

By that, Imean that themuch
largerNZdollar governmentbond
issuanceprogramme is impactingon
supplyand/ordemand in theNZ
dollar corporatebondmarket. By
corporate, Imeanall otherNZdollar
issuers, including local authorities,
banks, corporates, foreign
supranationals andagencies.

Inmyview, it clearlyhas an impact
onmarketdynamics.

Market dynamics
According toBNZResearch,
corporateNewZealanddollar
issuance in2022 totalled$19.7b. By
2025, thishaddeclined to$9.8b. So

far in2026,NZdollar corporate
issuancehas totalled$7.8b.

SomeratedNewZealand
corporate issuershavealsobeen
takingadvantageof both theabsence
of foreigncurrencybond issuanceby
theNewZealandGovernmentand
favourable cross-currencyswap
marketpricing to issuebonds in
foreigncurrencieshedgedback toNZ
dollars. This providesaccess to
different global investorswho likeNZ
credit riskbutdon’twantNZdollar
exposure. This development inour
capitalmarkets accelerated in2025.

Both theabovecapitalmarket
dynamicshavehadconsequences
for theNZX-listeddebtmarket—
NZDX—an important sourceof fixed
income for retail investors.

TheNZDX total parvaluehasnot
increasedover theperioddiscussed.
According toNZXdata, the total par
valueof the 147debt instruments
listed inDecember 2023was$48b. In
May this year, the total parvaluewas
$49bwith 136debt instruments. This
isdespite the0%Approved Issuer
Levyadvantages that anNZDX
market listingoffers.

Somuch for ahistoryof crowding
out.

Government cashflows
Whendiscussing the futurebeyond
the immediateBudget period, I prefer
to focusnoton thenuancesofObegal
buton theGovernment’s cashflow
needsand, inparticular, the residual
cashdeficit budget and forecasts
tabled in theBudgetdocuments, as
theseunderpin theGovernment’s
debt fundingprogramme.

As theNewZealandTreasury
states, the residual cashdeficit over
the forecastperiodof $62.5b is almost
exactlymatchedbynet coreCrown
debt risingby$63.9b.

The residual cashpositionof the
NewZealandGovernmentwasacash

deficit of $6b in2024/25, is budgeted
tobe$9b in2025/26, rising toapeak
cashdeficit of $24.2b in2026/27
beforedeclining to a$4.5bdeficit in
2029/30.

Thecashdeficits aredriven,
amongother things, bynewoperating
allowancesofup to$2.4beach
financial yearover the forecast
period; andnewcapital expenditure
of $17.7bover the forecastperiod.

The large improvement in the
residual cashdeficits in theoutyears
assumes that a governmentelected
inNovember2026will support the
currentGovernment’s forecast
cashflowoutcomes.

That, of course, is not assured.
In financialmarket terms,we

discount futurecashflows reflecting
the timevalueofmoney. In thecase
of government finances,weneed to
assesspoliticalwill tomanage
cashflows such that our forecastnet
coreCrowndebt burdenand the
interest costsonourcurrentdebt
burdendonotdeteriorate further,
underminingourexpenditure
choices.

Foreignexchangeandbond
marketswill almost certainly
anticipateany furtherdeterioration
inourpublic debt, noting that
Treasuryhas alreadyadvised its
preference tobringnet coreCrown
debtbackunder40%ofGDP in the
forecastperiodand tobetween20%
and40%thereafter.

The investment compounding
“Ruleof 72” (seeexplanationabove)
canalsoapply to thecompounding
ofdebt that, left unaddressed, can
spiral outof control.

Assuminganaveragecost of
borrowingof 4%, ournet coreCrown
debtwill double from$191b this
financial year to$383bwithin
approximately 18years. That
excludesadding to theprincipal
amount to fundnewoperating
allowancesornewcapital
expenditures.

It alsomeans thatunlesswegrow
nominalGDPby4%,ournet core
Crowndebt-to-GDPmetricswill
deterioratemuch further.

Wealreadyknowfromthe
Treasury forecasts thatour interest
costsonnet coreCrowndebtwill rise
to$10.2b in 2026/27, and risean
additional $1.2bannually thereafter.

All of theabovecouldbe justified
if ournet coreCrownborrowings
supportedan increase inournet
worth. Theydon’t. TheCrown’snet
worth is forecast todecline from42%
ofGDP in2025 tocirca 35%at the
endof theperiod (18years).

Houston, doyouagree thatwe
haveaproblem?

With Garth Bray
Watch 6.30amweekdays on nzherald.co.nz,

the Herald App and ThreeNow.

Brought to you by

DPX019Newshole1

The ‘Rule of 72’
The “Ruleof 72” is a usefulmetric
usuallyusedby investors to
estimate the time it takes todouble
thevalueof an investment,
assuminga rateof interest. Any two
factorsof 72 canbeused to
estimateboth the interest rate and
theapproximate time required to
double an initial investment. For
example, an interest rateof 7.2%
means that an initial investment
valuewill double in approximately
10years. This is thepowerof
compounding.
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The end of the sugar hit
NZ faces a tougher economic diet of less sweeteners andmore fiscal restraint, writes Cameron Bagrie

At the epicentre of
any economy is the
ability to take and

manage risk; NZ has
not been good at it.
The finger needs
pointed at capital

productivity across
central and local
government but
also the private

sector.
Cameron Bagrie

E atyour spinachandbroccoli.
Youmightnot like it, but it’s
good foryou.
Therewill be less sugaron

offer inpendingyears. Fiscal deficits
need trimming, unlessweare
prepared toping thenext generation
withhigher taxes, and inflationneeds
tamingwitha supply shockhitting
thepricing system.Cue
contractionary fiscal andmonetary
policy, fromstimulatorypolicy
stancesatpresent.

Theeconomywill needother
drivers.

Eatyourvegetables. It’s all subject
topopulismpolitics of coursebut I’ll
take theeconomicangle. Eventually
markets call timeonpolicy
prescriptions, asLizTruss, formerUK
PrimeMinister foundoutwhenUK
bondyields spikedand thepound
sunk; shewasgone.

Recentpublicationsby the
InternationalMonetaryFund (IMF)
and theBank for International
Settlements (BIS) havehighlighted
that fiscal vulnerabilities areelevated
inmanymajor economies.

Inflation is rising, and few
countries achieved full price stability
postCovid (thinkcore inflationof 2%).
Witha 1970s-style cost shockhitting
thepricing system, central banksare
onalert, either raisingor set to raise
rates.

Brace for tough love
Suchhavebeen themessages in the
Budget and theReserveBankofNew
Zealand (RBNZ) in thepast twoweeks.
TighterBudgets are aheadandhigher
interest rates. TheGovernmentand
RBNZarepromising to takecareof
their basics; fiscal sustainability and
price stability (and financial stability).

Thosemessagesneeded tobe
delivered.However, theirdelivery
alonedoesnot change the
fundamentalsofwhereNewZealand
is going.

Theyare supportingactors/
actresses.

Yes,weare the two-bit player at
theTrump international roulette
table, butwhen it comes todriving
growth, let’s be realistic aboutwhat
budgets and interest ratedecisions
canandcan’t, or shouldandshouldn’t
do.

Deflate the expectations —
introducing the zero line
The finger invariably getspointedat
theGovernmentandRBNZ. Spend, or
stimulate.

Maybe thebest thatpolicymakers
cando is to takeus to thezero line.
Don’tmake it impossiblyhardor
screw thingsup. Expansionary fiscal
policy is fine, butnotyear afteryear.
Monetarypolicywaded too far into
themoneyprintingpool testing their
social licence.

The realheavy lifting ineconomic
performance invariablycomes from
theprivate sector andgoesbeyond
cyclical supportmechanisms.They
have their ownmoneyon the table
andarenotdealingwith taxpayer
moneyorOPM(otherpeople’s
money).

Theeconomic incentives for
takingandmanaging riskare
divergentwhen it’s yourmoneyand
not the taxpayers.

TheRBNZ, in itsdesire to tame
inflation, doesnot reallyhavea
demandproblem, theyhaveaknee-
capped, supply side capacityof the
economyproblemdrivenby low
productivity growth.

Monetarypolicy can’t fix that.
Governmentpolicyhasmany levers
that arebeingpulledbut is not a
complete saviour.

At theepicentreof anyeconomy
is theability to takeandmanage risk;
NZhasnotbeengoodat it. The finger
needspointedat capital productivity
across central and local government
but also theprivate sector.

Budget reality
Budgets amuseme.Thiswasmy28th
asaneconomist. Fourof themwere
fromtheTreasury side.

Theexpectationsbuild.Whogets
what?Weseea raft of pre-Budget
announcements. Thereare trade-offs
between fiscal credibility,
infrastructure, andcoregovernment
services, andoccasionally calls for
tax relief.

Budgetshave followed thepattern
ofEaster andChristmas; becoming
moreof a sales andmarketing story
rather thana substanceone.

The real stuff of government is
whathappens in the rest of theyear.
This governmenthasbeenpushing
throughahuge legislative
programme.This ismicroeconomics
inoperation, notmacro-economics
and fiscal ormonetarypolicy.

If youwantahintof the role
microeconomicsplays, just lookat
theperformanceof firmsoperating in
the samesector butofferingdifferent
performance; dairycompanies,
retailers, ports, amajor construction
firm listedon theNZX.

That ismicroeconomics. Thereare
winners and thosewithpoor
microeconomicswho invariably
blame theGovernmentor economy.

Yes, government spending
(projected thisyear tobe$155billion
is ahugenumber, against a $455b
economy), but rememberone
number is the spend, theother is the
valueadd.

Afterdelivering twosomewhat
political appeasingBudgets
(expansionary),whichhas resulted in
zero improvement in the fiscal
position, the 2026Budget finally
deliveredwhat shouldhavebeen
done in2024. Fiscal restraint.

Theproblemthough is that it’s still
heavily contingentonpromise-me-
nomics. The spinachandbroccoli diet
starts in the2027/28year. Expenses
asa shareofGDPareprojected to

declineby2.3 percentagepoints from
2027/28 to2029/30.

All about the communication
Kudos to theGovernmentandRBNZ
for their communication in recent
months.

TheFinanceMinister inparticular,
has steppedup; the2026Budget
shouldhavebeendelivered in2024
butbetter late thannever—and
callingoutoneof their coalition
partnerson their stanceonNZSuper
is called leadership.

NewZealanders, inmyview,have
been looking for thebig calls.
AucklandMayorWayneBrown’s
popularity inpart comesdown to just
telling it like it is. ThenewPolice
CommissionerRichardChambers is
the same.

Wenowhavegreater clarityover
theRBNZ. Thevotewas3 forhiking
theOCRand3 fornochange,with
theGovernordecidingnochange.
More transparencyandclarity. Bank
capital anda raft of other changesare
goingon.

Thesearenot gamechangers. They
are tweaks.However, they takeus
progressively towards that zero line.

The Great Moderation
When I lookat thecurrent stanceof
monetarypolicy (generally
stimulatoryaround theworld), and
fiscal policy (the same, running
deficits), against abackdropof
inflationand rising sovereigndebt
levels, thegeneral directionof travel
is clear.Higher interest rates and
inevitable fiscal consolidation. Less
sugar,morebroccoli.

This is part of a tectonic shift
though.

Wehavebecomeaccustomed to
monetaryand fiscal policyhaving the
economy’sback through theGreat
Moderation (broadly 1993-2020). Low
inflation, lower interest rates and
volatility, andat facevaluepartlydue

tobettermanagementof economies
bypolicymakers.

Bazookaeconomics reined.
Central bankand fiscal policywere
moreactive.

The severityofdownturnswas
diluted— for somegood reasons such
asemployment scaring—via fiscal
andmonetary largesse.Assistedby
low inflationand little concernsover
debt levels.

Wenowhave inflationand rising
concernsoverdebt, hencepressure
onmonetaryand fiscal policy to
pivot. The latterwill notproveeasy
givendemographicanddefence
spendingpressures.

The bottom line
I reada lot of researchdetailingwhy
global (andNewZealand)
productivity growthhaswaned,
which is theengine roomofwealth
creation for anyeconomy.

Littlemention ismadeof theneed
for capital destruction todrivecapital
reallocationandefficiency.
Downturnshave their pluses. The
problem iswehavebuilt a system
that specifically tried fordecades to
minimisedownturnsand tough
times.

Maybemorebroccoli andspinach
and less sugar iswhat is needed to
helpdriveproductivity growth.

We just received themenu in the
past fewweeksvia theBudget and
RBNZ.

In 12months’ time, thebroccoliwill
beon the tablewithmonetaryand
fiscal policy likely in theearly stages
of restrictive stances.

Willweeat it orwill thepolitics
of it all become toohardand regimes
change?Wehaveshifted inflation
goalpostsbefore andbeenpromised
fiscal consolidation formanyyears.

● CameronBagrie is principal
economist at BagrieEconomics, a
premier boutique research firm.
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Building the next generation

Above Rayana Agalava, the 2026 Infinz First Foundation Scholar, with Amanda Gilchrest and Kirk Sargent from First
Foundation.

Jim McElwain

F oryears,NewZealand’s
financial ecosystemhas
wrestledwith the same
challenge: howtoattract

younger talent into the sector and,
just as importantly, howtokeep them
there.

The issue is hardlyunique to
finance.Acrossprofessional services,
businessesarecompetingwith
technology firms, overseasmarkets
andchangingexpectationsaround
flexibility, purposeandworkplace
culture. But increasingly, the local
financial services sector is takinga
more structuredapproach tobuilding
thenext generationof leaders.

At the centreofmuchof thatwork
is Infinz, the industrybody
representingNewZealand’s financial
andcapitalmarketsprofessionals.
While traditionallyknown for
networking, trainingand industry
advocacy, theorganisationhas
expanded its focus toward long-term
talentdevelopment.

That effort nowspanseverything
fromsecondary school scholarships
through to support for emerging
executivesandprofessionals
returning toworkafterparental leave.

Oneof the strongest examples is
Infinz’s partnershipwithFirst
Foundation, aNewZealandcharity
supportingacademically talented
youngpeople from lower-income
communities intouniversity study
andprofessional careers.

First Foundation’swrap-around
model combines tertiary
scholarshipswithmentoring, paid
workplacements and long-term
pastoral support. Theorganisation
currently supports around 110
students annually through its four-
year scholarshipprogramme,with
partnerorganisationshelping fund
students throughout their studies.

For Infinz, thepartnership reflects
a growing recognition thatwidening
access to financecareers startswell
beforegraduation.At the2026 Infinz
Awardsearlier lastmonth, the
industry raisedenough funds to
support twoFirst Foundation
students through thedurationof their
universityeducation. Infinzand its
partneringorganisationscurrently
support 20scholars.

The initiative sits alongside several
programmesdesigned to support
youngerprofessionalsonce they
enter the industry.

TheYoungFinanceProfessionals
network, launched in2013, focuseson
membersunder 30andaims to
connectyounger staffwith senior

industry figures andpractical career
developmentopportunities.

YoungWomen inFinance,
established in2015 and later formally
partneredwith Infinz,wascreated to
strengthenvisibility,mentoringand
leadershippathways foryounger
womenentering the sector.

TheEmergingLeadersGrouphas
targetedprofessionalsmoving from
subjectmatter tobroaderoperational
andcommercial leadership roles.Our
leadershipanddevelopmentoffering
supports their leadership journey
suchascoursesonStrategyand
ValueCreationandourNext
Directorsprogramme.

Eachof these stage-of-career
cohortshas adedicatedevent

programmeand, at anyone time,
more than40mentoringpairs are in
operation, connecting future leaders
with seniorprofessionals.

Theorganisationhasalso
broadened its thinkingaround
retention, particularly forwomen
balancingcareer andparenting
responsibilities. Its recently
introducedparental leave return-to-
work initiativeoffers complimentary
membershipsandaccess toevents
forprofessionalsonparental leaveor
transitioningback into theworkforce.

These initiatives reflect abroader
conversation takingplaceglobally
across financial services, namely that
careerprogressionoften stalls during
parentingyears, particularly for

women, contributing to long-term
leadershipgaps.

Industrypartnershipshave
becomeanother importantpieceof
thepuzzle.

Support fromorganisations such
as theNewZealandSuperFund,ANZ
andCameronPartnershashelped
fundconference scholarshipsand
delegateattendance foryounger
members, includingSir John
AndersonandRobCameron
scholars, allowing students andearly-
careerprofessionals access to senior
industrydiscussionsandnetworks
thatmightotherwise remainoutof
reach.

Therearealsocollaborations
extendingbeyond the finance sector
itself. AUT’s “ShadowaLeader”
initiativegives students exposure to
senior executivesandgovernance
environments early in their studies,
helpingbridge thegapbetween
tertiaryeducationandprofessional
life.More than200secondaryand
university students areparticipating
thisyear.

Collectively, theprogrammes
point to a shift inmindsetwithin the
industry. Thechallenge isno longer
simply recruitinggraduates into
finance. It is buildingpathways that
allowpeople fromawider rangeof
backgrounds to enter theprofession,
remain there andultimatelymove
into leadership.

These initiatives aredesigned to
driveourmission toempoweramore
prosperous, inclusiveandsustainable
NewZealandby improving the
capability andeffectivenessof the
financial sector ecosystemand its
memberswithin it.

● JimMcElwain is ExecutiveDirector
of Institute of FinanceProfessionalsNZ
Inc (Infinz). Infinz is a sponsor of the
Herald’s CapitalMarkets and
Investment report.

‘Embrace disruption’, Gerry urges
Fran O’Sullivan

Alison Gerry was awarded an INFINZ fellowship by deputy chair Will Goodwin at the recent awards.

A lison Gerry has challenged
directors and finance pro-
fessionals to embrace dis-
ruption and not allow “trep-

idation” over global shocks and tech-
nological disruption to paralyse
decision-making.

Gerry’s challenge came as she was
honoured with a Distinguished Fel-
lowship at the recent New Zealand
Institute of Finance Professions
(Infinz) awards in Auckland.

Receiving the industry’s top hon-
our, Gerry — a highly regarded com-
pany director who chairs infra-
structure investor Infratil and serves
on the boards of Air New Zealand,
ANZ BankNZ, and Sharesies Australia
— used her remarks to draw a sharp
parallel between today’s turbulence
and the turmoil of the Covid era.

She recalled being on the Infinz
Awards stage in May 2020, when she
received a fellowship: “Theworld had
just lockeddown. Supply chainswere
fracturing. And we wondered what
theworldwould look likewhen itwas
all over.

“Six years on, we’re facing into an-
other wave of uncertainty. Conflict in
the Gulf has sent energy prices sur-
ging. And threading through every-
thing is AI — not something on the
horizon, but already changing how
industries work, what skills matter,
andwhat we thought we understood.

“Two big disruptions at once. It’s
natural to feel some trepidation. But
in our roles we can’t let trepidation
lead to paralysis. And right now, the
oilmarket is showingus exactlywhy.”

Gerry pointed to the turmoil in
global oil markets as a live example
of the pressures now bearing down
on firms and policymakers. “What is

happening in energy markets right
now is a masterclass in complexity.
The relationships between physical
and forward markets, between crude
prices, refinery margins and jet fuel
prices have been thrown into dis-
array by the Gulf conflict.

“Supply routes that held for deca-
des have shifted. Traders, treasurers
and — believe me — board members
are having to reason in real time as
to what is the best path through this
uncertainty.”

She credited the finance industry
with having built some extraordinary
frameworks — for pricing risk, allocat-

ing capital, making sense of complex
markets. “But occasionally — some-
times gradually, sometimes suddenly
— the world moves on from the
assumptions those frameworks were
built on. And that’s exactly the mo-
ment where curiosity matters most.
Not in defending the model, but in
being willing to say: something has
changed here, and I need to think
about this differently.

“Holding a framework lightly
enough to question it isn’t a lack of
rigour. It actually is rigour. It’s what
separates real expertise from going
through the motions.”

Gerry said the people she had ad-
miredmost over her 35 years in finan-
cial markets — and around the board
tables of Kiwibank, the NZX, Share-
sies, ANZ and Air New Zealand —
haven’t been the ones with all the
answers. “They’ve been the oneswho
treated uncertainty as a signal that
there was something new to under-
stand. Who asked better questions
rather than defending old ways of
doing things.

“Sharesies is a great exampleof this
— when they decided there was a
better way of providing access to
investing, they built something that

now has more than a million custo-
mers.”

Gerry observes that curiosity
when she meets members of the
Infinz Young Women in Finance
group. “The women who stand out
are not the ones with the most con-
fidence — they are the ones with the
best questions. That is what we are
trying to grow — a generation of
women and men in finance who are
curious, confident, and unafraid of
complexity.”

Her comments came after Infinz
deputy chairman Will Goodwin de-
scribed Gerry as a “very respected
senior company director and indus-
try leader whose influence spans
capital markets, infrastructure and
digital finance”.

As well as her current roles, she
has previously served as founding
chairperson of online investment
platform Sharesies and as a director
of NZX, Spark, Vero, Kiwibank and
TVNZ.

Beyond governance, Gerry was
also recognised for her contribution
to advancing women in business. She
is a co-founder of the women’s lead-
ership network “On Being Bold”,
which runsanannual conferenceand
offers programmes aimed at building
confidence and supporting the pro-
gression of mid-career women. She is
also a regular speaker for Interna-
tional Women’s Day and a former
judge of the Financial Services
Awards.

Her executive career began with
roles at Macquarie Bank and HSBC,
and she later became Group Trea-
surer at Lion in Sydney. She also
contributed as a Visiting Fellow
teaching in the Masters of Applied
Finance programme at Macquarie
University for 12 years.
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Facing the risks of global turmoil
Geopolitics should
be top-of-mind, says
Shareholders
Association CEO

Grant Bradley

continued on B35

Shareholders’ Association chief executive Oliver Mander. Photo / Michael Craig

S hareholders’ Association
chief executive Oliver Man-
der warns that New Zealand
investors face unprecedented

exposure to geopolitical events, con-
tinued fallout from the Middle East
conflict and market volatility.

“I think the geopolitical theme
shouldbeat the forefront of investors’
minds.

“And it’s not about saying ‘don’t
invest’. It’s about how you can make
yourself resilient to those risks and
the investment decisions that you’re
making?”

The association’s membership is
increasingly growing beyond DIY in-
vestors to those in managed funds
and from the ranks of the country’s
3.4 million KiwiSaver members.

Reserve Bank figures show that
61% of $142 billion in KiwiSaver assets
was invested overseas late last year,
compared to 57%of $107b three years
ago.

“New Zealanders are much more
internationally diversified than they
ever have been before,” says Mander.
“We’ve seen some degree of capital
flight out of the country. That’s not
necessarily a bad thing, because that
means we’ve seen that shift away
from property and into more pro-
ductive equity style investment.”

The flow offshore needed to be
balanced with the requirement for

NewZealandcompanies tohavecapi-
tal, he says. “Ideally, in aperfectworld,
wewould have an option of investing
in a company overseas that had a
global footprint, or a company in New
Zealand that had a global footprint.”

For the health of the economy,
investors should pick the New Zea-
land company every time.

This would allow more Kiwi com-
panies to grow on the world stage —

what Mander calls “mini multina-
tionals”.

“We’re too small as a country to
have the BPs and Microsofts of this
world, but we do have a few really
good ones like Fisher & Paykel
Healthcare and Infratil that do com-
pete on a global stage for their op-
portunities and for their capital.”

Mander, who has headed the New
Zealand Shareholders’ Association

for nearly six years, is puzzled at why
more KiwiSaver members don’t real-
ise they are sharemarket investors.

“Themajority still don’t realise that
they are investors and that’s some-
thing that we’re really conscious of.”

There is continued discussion
about the KiwiSaver scheme’s policy
settings, but there is still not enough
investor awareness of where fund
managers were directing invest-

ments, despite information being
available. “I still think there’s more
work to be done. Investors should be
interested — at least at a passing level
— in what their money is doing and
where it’s going.”

While a lot of money was going
overseas, he says, the investment
climate in this countrywas helped by
settings and a regulatory environ-
ment here that measured up well
compared to some other jurisdic-
tions.

Investor protection
A recent report into technology fail-
ings affecting the ASX exposed wider
concerns.

“That went way beyond a review
into a failed technology project. They
talked about governance and about
prioritising short-termcommercial in-
terests over long-term market integ-
rity.”

The landmark independent in-
quiry by theAustralian Securities and
Investments Commission (ASIC) and
the Reserve Bank of Australia found
that the ASX prioritised short-term
shareholder returns over investment
in technology, resulting in systemic
under-investment.

For New Zealand’s relatively small
capital markets, integrity is very im-
portant, Mander says.

“We’re a small country at the bot-
tom of the world, we need to attract
the right pools of capital from both
domestic investors and international
investors. If we don’t have that ability
for investors to trust in our markets,
we won’t get a skerrick of it.”

Striking the right balance between
investor protection and making it
easy for companies to access capital
is a continued challenge.
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Deepfakes drive sophisticated scams
AImay improve
financial advice, but
the flipside is
concerning, writes
Bill Bennett

It’s important for
people to flag to us

where they see
scams, because we

can’t catch
everything. As soon
as we’re aware that
something’s gone
up, if it’s a scam,

we’ll attempt to get
it taken down.

Clare Bolingford

I nvestment scammers are using
artificial intelligence and deep-
fakes to defraud New Zealand-
ers at a pace Clare Bolingford

says has been “reasonably expon-
ential”.

Bolingford, who is executive direc-
tor of licensing and conduct super-
vision at the Financial Markets Auth-
ority (FMA), says impersonation
scams, pump-and-dump schemes
and fraudulent trading platforms are
now sophisticated enough to deceive
almost anyone — and the problem is
getting worse.

Pump-and-dump scams work by
artificially inflating the value of a
share through co-ordinated pro-
motion. Once enough investors have
bought in, the scammers sell and the
price collapses.

Impersonation scams are themain
current threat. Bolingford says, “A lot
of people have been caught out by
impersonation scams because they
look convincing.”

Oftena trustedpublic figure isused
to endorse the investment. These
scams are damaging in money terms
but there’s also a psychological toll:
victims are ashamed and slow to
report.

A different kind of scam uses
fraudulent trading platforms.

“Often, rather than impersonating
a media personality or a politician
that people knowwell, it’ll actually be
somebody that comes across as being
well-versed in financial markets and
credible in terms of investment op-
portunities.” That model has been
used to target specific communities.

Typically, the scammers persuade
people within a community to bring
in others. One scam targeted the Ton-
gan community. Scammers recruited
trusted community members to
vouch for the platform and bring in
whānau. Bolingford says the FMA
worked directly with the Reserve
Bank of Tonga to disrupt this.

The scam, which operates under
names including BG Wealth and DSJ
EX and has been linked to 813
websites, works by drawing victims
into investment groups on Whats-
App, Viber and other platforms. A
figure posing as a professor promises
returns of 100% and encourages
recruits to bring in friends and family.

Victims are directed to open cryp-
tocurrency accounts and transfer
funds into a fake trading app, which
contains malware.

The platform feels authentic at
first. Early recruits can make small
withdrawals, which builds trust.

When they try to withdraw their
full funds, they are instructed to pay
a fee to release the money.

But even those who pay do not get
their money back. When recruitment
slows, all users are locked out and

the scammers disappear.
Getting the message out to a targ-

eted community involves a number
of channels. The FMA will put
warnings on its website then use
social media to spread awareness.

“We also talk to partners in the
communities to try and get the mess-
ageout through trusted sources,” says
Bolingford. “Additionally we use the
financial services community — we
encourage banks to use ourwarnings,
so that where they see people might
be getting caught up in a scam, they
can give information.”

Another way the FMA disrupts
scams is by working directly with
platforms. “In the past year we’ve
formed a number of trusted part-
nerships with platforms that are
proving to be successful in getting
those kinds of scams and adverts
taken down from all sorts of media.

“While we’re continuing to build
these partnerships to continue dis-
ruptions, it’s important for people to
flag to us where they see scams, bec-
ause we can’t catch everything.

“As soon aswe’re aware that some-
thing’s gone up, if it’s a scam, we’ll
attempt to get it taken down.”

Artificial intelligence
Artificial intelligence is both a threat
and an opportunity.

While the FMA is exploring how
AI could improve financial advice,
criminals are using the same techno-
logy to scale their operations.

“There’s an opportunity to use AI
to close the gap where people need
more advice and good information,
but we want to see that done in a res-
ponsible way.

“From the investors’ perspective,
they need to know what they’re get-
ting, whether the advice is from AI,”
says Bolingford.

The flip side of AI is concerning.
Deepfakes make impersonation

scams more convincing. Faster pro-
cessing allows scammers to push
targets into quick decisions before
they stop to think.

“The more technology enables
faster processing and trying to push
people into quick decisions, themore
criminals will use technology to get
money from people.”

In April, the FMA joined an inter-
national initiative involving 16 regu-
lators for a week of action against un-
lawful financial influencers or “finflu-
encers”. It’s a sector where the line
between information, promotion and
advice is often deliberately blurred.

Bolingford says the work is focus-
ed on raising public awareness of the
risks involvedwhenworkingwith inf-
luencers while helping influencers
understand their legal obligations.

The cross-border collaboration
with regulators in places such as the
UK, Australia, Singapore and Hong
Kong reflects the international nature
of financial influencers who may be
talking to audiences in a particular
jurisdiction, but often reach other
audiences. Bolingford says most of
the scams targeting New Zealanders
originate overseas.

One pattern she has noticed is that
scams appearing in Ireland tend to ar-
rive in New Zealand next. The two
countries share structural similarities.
They both have a similar population
size, both are close neighbours to a
much larger English-speaking nation.

The FMA maintains a close working
relationship with the Central Bank of
Ireland. That pipeline means New
Zealand can sometimes see threats
coming and act before they take hold.

Bolingford says the best defence
for ordinary investors remains a de-
gree of healthy scepticism. Does the
return sound too good to be true?
Does the person promoting the pro-
duct seem to have another agenda?
Stopping to ask basic questions be-
fore committing money remains the
most reliable protection.

Kiwis lost $265m in 2025
Kiwis lost a gross total of $265 million
to fraud in 2025 with fraudsters and
scammers using innovative methods
to prey on vulnerable people.

The first Reported Fraud Monitor
report by Payments NZ shows how
fraud has occurred and includes in-
formation on the different types of
scams hitting Kiwis most.

Ministry of Business, Innovation
and Employment spokesperson Ian
Caplin said the $265m figure really
hits home how much damage scams
can cause to everyday New Zea-
landers.

The Reported Fraud Monitor re-
port for NewZealand provides a com-
prehensive overview from 12 banks
of gross reported fraud that happe-
ned over the past 12 months.

“Payments NZ used an updated
methodology toprovide aclearer and
more consistent picture of reported
fraud. As a result, the figures are not
directly comparable with previous
years.

“Of the $265m defrauded, about
$126m of reported scams involved
authorised payments, where individ-
uals were tricked into approving the
transaction themselves,” says Caplin.
“The remaining $139m came fromun-
authorised transactions, where scam-
mers accessed accounts without the
account holder’s knowledge.

“The biggest amounts defrauded
came from products and services
scams, which accounted for around
$76mof the total $265m. Relationship
and trust scamsmade up about $31m,
and compromised credentials scams
accounted for $84m.

“Together, these three types of
scamsmake up nearly three-quarters
of the total amount defrauded, with
the rest spread across a range of other
scam types.

“These figures show scams are not
only widespread but also increas-
ingly deceptive. It’s critical people
stay alert and take steps to protect
themselves and their finances,” Cap-
lin says.

“Taking a moment to check could
be the difference between keeping
your money safe and losing it to a
scam. Scammers rely on people act-
ing quickly without thinking. They
work without morals and only have
to get lucky once to score.”
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Investors face the risks of global turmoil

The geopolitical
theme should be at

the forefront of
investors’ minds. It’s

not about saying
‘don’t invest’. It’s

about how you can
make yourself

resilient to those
risks and the
investment

decisions that
you’remaking?

Oliver Mander

continued from B33

The full effect of the oil price shock is still to be felt, says Oliver Mander. Photo / AFP

“New Zealand does have a very good
investor protection base, not every
country does.”

The association doesn’t “necessar-
ily love” what it sees in some other
countries, however.

“For example, in the US, it is
really common for the founder of a
company to be the CEO and to be the
chair. There’s always been different
investment expectations in the US
and that’s the beauty of a market.

“Some investors value different
things and it’s really hard to argue
with the returns that the US market
has managed to achieve.”

While there’s beenadearthofmain
board listings on the NZX in recent
years, there have been some second-
ary listings and the sharemarket oper-
ator has said it sees other positive
signs this year.

Mander says the shortageof home-
grown private companiesmaking the
step up to public listing was disap-
pointing. Regulatory settings need to
be finely tuned to encourage this. “We
want those companies to grow and
develop in a way that means they’re
not fettered by regulation or overly
burdened by regulation.

“We’re also seeing those compa-
nies not progressing to public mar-
kets, whereas perhaps 20, 30 years
ago, they might have.”

Private companieswere fundedby
private equity, bank debt (mainly
from Australia) and a small pool of
wealthy wholesale investors. That
wasn’t healthy for the broader invest-
ment community and for the country.

“Long term, that’s part of the issue
for us because you are increasingly
getting social anddemographic polar-
isation between different groups of
investors and wider society,” Mander
says.

There are other incentives to go
public. “You can still raise capital a
lotmore easily andquickly in a public
market than you can in a private
world.

“And that is absolutely critical. We
saw the benefit of that through the
Covid period, where companies were
able to restructure and recapitalise
and actually apply growth capital as
well.”

Any further hollowing out of New
Zealand’s financial infrastructure

would be a signal of failure for the
country. “It’s the financial plumbing
that builds the bridge between local
pools of capital and investors and
companies who are looking to grow
on the world stage and improve New
Zealand’s productivity.”

Geopolitical impact
Mander says New Zealand investors
are affected not only by international
sharemarket volatility but by geopo-
litics, which also affects the country’s
economy. “When the world catches
a cold, so do we.”

The full effect of the oil price shock
following the outbreak of war in the
Middle East was still to be felt and
came at the “worst time” for the coun-
try, whichwas just emerging from the
economic doldrums. “That hasn’t
been great for our domestically fo-
cused companies and that’s part of
that sort of geopolitical theme.”

And although economic recovery
would come, that could have a sting
in the tail for investors with funds
overseas. “You’ve seen some really

good international returns because
our currency has been weak. Those
currency benefits investors have
received will unwind and act as a
headwind to their returns.”

Mander says despite uncertainty,
investors still have an appetite for
opportunities stemming from other
big trends such as decarbonisation.

Capital raises by Contact Energy
and Genesis had been popular.

This had turned what had tradi-
tionally been seen as yield-producing
companies into more growth oppor-
tunities.

He says New Zealand’s retail pools
of capital are strong, as was growth
in institutional capital, driven by
funds, which Mander points out still
enjoy substantial PIE regime tax ad-
vantages, compared to DIY investors.

Corporate behaviour
The Shareholders’ Association has
worked closely with regulators to
improvedisclosure aroundexecutive
remuneration. Controversy over exe-
cutive pay hasn’t blown up recently

as New Zealand has adopted interna-
tional practices to make reporting
clearer and more transparent.

Being upfront about pay avoids
“the noise” that can surround it, says
Mander.

The association’smain focus is fair-
ness. “We’re about to produce a big
report on this. The main thing we’re
trying to seehere is fair remuneration.
If you’ve got a company that is not
performing well and still paying out
really significant long-term incen-
tives, then that does raise some ques-
tions around both incentive design
and the quantumof those incentives.”

Mander says there’s a reasonably
deep pool of director talent, including
in private companies.

“There’s no doubt that the expec-
tations and the requirements that you
have as a director are increasing,
although there are some things that
have been removed in changes to the
climate-related disclosure regime.”

Investors need to know directors
are their “agents” in a company.

“Wewant to see thembalance their
ability to take risks to create growth,
with the need for assurance that
they’re doing a good job on behalf of
investors. Do they all have the ability
and the capabilities to do that? Prob-
ably not.

“There is always a need for
ongoing training and development.

“A director who was really good
a few years ago may not be quite so
good in the context of a changed
world.”

The association maps directors’
relationships. Directors on some
boards don’t have links to others,
which he says prevents the sharing
of ideas and relationships, while
others have a small group of directors
who serve on many boards.

“Somewhere in the middle will lie
the truth, to make sure you get that
right.”

Mander says investor attendance
at annual shareholder meetings has
been falling for decades, which is
understandable given many are in
fundsandarenotdirect investors and
the events can be hard to get to.

But he urges any investor who
qualifies and is able to, to attend a
meeting. “Meetings are still really im-
portant, because it’s your one chance
a year to get in front of those directors
and eyeball them to ask questions.”



precinct.co.nz

Precinct owned and managed assets in Commercial Bay – PwC Tower, Deloitte Centre and HSBC Tower

Ambition
Belongs Here.
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