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Foreign Ownership — Flows
Rebound

Foreign ownership has recovered ground lost in the prior quarter rising to
its previous record high as at the end of the September 2019 quarter. The
majority of this rise can be attributed to inflows by international (ex
Australia) investors, in light of continued profit taking by Australian
investors. Signals for the current quarter are mixed with substantial
shareholder activity for foreign investors having risen, while ETF flows
appear balanced over the quarter to date.

Foreign ownership rises in September 2019 quarter

As at the end of the September 2019 quarter, on our estimates, foreign
investors now own approximately 53.7% of the New Zealand equity market.
This has risen +112bp from 52.6% as at the end of the June 2019 quarter.

Figure 1. Foreign ownership rose in the September 2019 quarter
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Source: Forsyth Barr analysis, Stats NZ, Refinitiv

Australia vs other Internationals

International (ex Australia) inflows were the sole driver of the rise, with buying
activity appearing to be focussed in stocks other than The a2 Milk Company
(ATM). In contrast, Australian investors have continued to take profits, selling
across the broader market, with selling activity most heavily concentrated in
ATM.

Signals for the December 2019 quarter

The December 2019 quarter will encompass the MSCI November Semi-Annual
review which saw Mercury NZ (MCY) enter the headline MSCI NZ Standard
Index, with no stocks exiting. The resulting passive buying in MCY at the
implementation of index changes was ~NZ$246m.

Substantial shareholders notices for the December quarter to date are larger in
aggregate than the prior quarter, albeit with a large portion of total activity
attributable to a few large trades. Net flows were positive but small for both the
Australian and International investor groups.

Activity in the US listed MSCI NZ IMI ETF offers minimal signal as to any
significant change in US investor sentiment toward New Zealand equities, with
inflows and outflows appearing balanced over the quarter to date.
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Investor movement

Internationals dominate

Foreign ownership changes in the September 2019 quarter have been dominated by
international investors’ inflows, which more than offset outflows for Australian investors
over the same period. International buying activity appeared to be focussed in stocks
outside The a2 Milk Company (ATM), while Australian selling activity was mostly
concentrated in ATM, although Australians were still sellers across the market more
broadly.

Figure 2. Quarterly ownership movement by Australian and Int'l components

Int'l. Aust. Total
Actual Excl. ATM Actual Excl. ATM Actual Excl. ATM
Dec 2018 36.5% 39.1% 16.6% 13.0% 53.1% 52.0%
Mar 2019 36.9% 40.0% 16.8% 12.6% 53.7% 52.6%
Jun 2019 37.3% 39.2% 15.3% 11.2% 52.6% 51.6%
Sep 2019 39.2% 42.0% 14.5% 10.8% 53.7% 52.9%
Change Sept Qtr +1.89% +2.83% 0.77% -0.37% +1.12% +1.28%

Source: Forsyth Barr analysis, Stats NZ, ASX, Refinitiv

Figure 3. Foreign ownership of the S&P/NZX 50
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Figure 4. Quarterly change in International (ex-Aus) ownership Figure 5. Quarterly change in Australian ownership
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Figure 7. iShares MSCI NZ ETF funds flow
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Shareholder notices heightened yet lumpy

Substantial shareholder notices for the December 2019 quarter to date indicate a higher
gross level of foreign investor activity relative to the prior quarter. Flows were
concentrated to a smaller number of larger value trades. Within the international investor
group outflows due to a significant liquidity event in EBOS Group (EBO) were largely
offset by significant trades in The a2 Milk Company (ATM) and Fisher & Paykel
Healthcare (FPH). Which, alongside a number of smaller transactions, saw net flows
balanced.

Aside from an increase in Pendal Group’s position in ATM, activity by Australian investors
was relatively muted and centred on a select few companies.

Figure 6. International investor SSH notices — December 2019 quarter to date

Code Shareholder Name Before After Change  Value ($NZDm)
ATM Mitsubishi UFJ Financial Group 7.5% 10.2% +2.7% +262.1
Morgan Stanley 5.0% 5.5% +0.5% +52.2
Pendal Group Limited 5.3% 6.3% +1.0% +104.9
CNU Commonwealth Bank of Australia 5.0% 5.0% +0.0% +0.9
EBO Sybos Holdings 40.0% 28.1% -11.9% -440.8
FPH The Capital Group Companies 5.1% 6.4% +1.3% +128.2
GTK BlackRock Investment Management 5.1% 5.0% -0.2% -1.0
NZR Wellington Management Company 8.3% 9.3% +1.0% +6.5
PPH Mitsubishi UFJ Financial Group 5.9% 4.4% -15% -13.9
Morgan Stanley 5.9% 5.0% 0.9% 8.2
SKC Lazard 7.5% 8.5% +1.0% +26.6
SKT Harris & Associates LP 5.1% 5.0% 0.1% 0.5
Kiltearn Partners 10.4% 8.9% -15% 5.4
Australian Investors +105.8
International Investors +5.9

Source: Forsyth Barr analysis, NZX

Passive flows

Using investment flows in the US listed MSCI NZ ETF as a proxy of US investor interest
in the New Zealand equity market, sentiments appear unchanged. With inflows and
outflows equally balanced, and units on issue subsequently largely unchanged.

Figure 8. iShares MSCI NZ ETF trend in units on issue
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Source: Forsyth Barr analysis, Refinitiv
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Not personalised financial advice: The recommendations and opinions in this publication do not take into account your personal financial situation or
investment goals. The financial products referred to in this publication may not be suitable for you. If you wish to receive personalised financial advice,
please contact your Forsyth Barr Investment Adviser. The value of financial products may go up and down and investors may not get back the full (or any)
amount invested. Past performance is not necessarily indicative of future performance. Disclosure statements for Forsyth Barr Investment Advisers are
available on request and free of charge. Disclosure: Forsyth Barr Limited and its related companies (and their respective directors, officers, agents and
employees) (“Forsyth Barr”) may have long or short positions or otherwise have interests in the financial products referred to in this publication, and may
be directors or officers of, and/or provide (or be intending to provide) investment banking or other services to, the issuer of those financial products (and
may receive fees for so acting). Forsyth Barr is not a registered bank within the meaning of the Reserve Bank of New Zealand Act 1989. Forsyth Barr may
buy or sell financial products as principal or agent, and in doing so may undertake transactions that are not consistent with any recommendations contained
in this publication. Forsyth Barr confirms no inducement has been accepted from the researched entity, whether pecuniary or otherwise, in connection with
making any recommendation contained in this publication. Analyst Disclosure Statement: In preparing this publication the analyst(s) may or may not
have a threshold interest in the financial products referred to in this publication. For these purposes a threshold interest is defined as being a holder of more
than $50,000 in value or 1% of the financial products on issue, whichever is the lesser. In preparing this publication, non-financial assistance (for example,
access to staff or information) may have been provided by the entity being researched. Disclaimer: This publication has been prepared in good faith based
on information obtained from sources believed to be reliable and accurate. However, that information has not been independently verified or investigated by
Forsyth Barr. Forsyth Barr does not make any representation or warranty (express or implied) that the information in this publication is accurate or
complete, and, to the maximum extent permitted by law, excludes and disclaims any liability (including in negligence) for any loss which may be incurred by
any person acting or relying upon any information, analysis, opinion or recommendation in this publication. Forsyth Barr does not undertake to keep
current this publication; any opinions or recommendations may change without notice. Any analyses or valuations will typically be based on numerous
assumptions; different assumptions may yield materially different results. Nothing in this publication should be construed as a solicitation to buy or sell any
financial product, or to engage in or refrain from doing so, or to engage in any other transaction. Other Forsyth Barr business units may hold views different
from those in this publication; any such views will generally not be brought to your attention. This publication is not intended to be distributed or made
available to any person in any jurisdiction where doing so would constitute a breach of any applicable laws or regulations or would subject Forsyth Barr to
any registration or licensing requirement within such jurisdiction. Terms of use: Copyright Forsyth Barr Limited. You may not redistribute, copy, revise,
amend, create a derivative work from, extract data from, or otherwise commercially exploit this publication in any way. By accessing this publication via an
electronic platform, you agree that the platform provider may provide Forsyth Barr with information on your readership of the publications available through
that platform.
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