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The world that was:  
Casting back 25 yearsKey themes 

for the period: 
In recognition of Rutherford Rede’s 25th year anniversary 
in this market commentary we step back from our usual 
quarterly update to consider the bigger picture - what some 
of the major changes have been in New Zealand and abroad 
over the past quarter of a century and how these have 
influenced capital markets and returns. But rest assured, 
over the June quarter returns were solid. Developed, 
emerging, and especially the New Zealand equity market 
(up 6 percent) recorded good gains for the quarter whilst 
fixed income eked a small positive return. In line with this, 
economic data was also generally ahead of expectations, 
particularly in Europe.

A quarter a century ago conditions were very different - New 
Zealand was in the depths of recession. The unemployment 
rate was around 11 per cent (figure 1) at levels seen in 
Europe and the US following the GFC. The economy had 
stagnated since the NZ equity and commercial property 
market crash of 1987, and the NZ equity markets itself 
was around 45% lower than the peak it experienced in the 
irrational exuberance of 1987. Hardly the most favourable 
conditions to start a financial advice business!

The grim economic conditions of 1992 were in part due 
to the reforms that Labour (with “Rogernomics”) and 
National (with “Ruthanasia”) had put the NZ economy 
through since 1985 to try and improve its long-term 
international competitiveness. Criticism can be made over 
the sequencing, speed and execution of some of these 
reforms (e.g. the fire sale of State assets); but there is little 
doubt New Zealand would have continued to slide down 
the ladder in its living standards without them. Instead, 
with the benefit of hindsight, 1992 also marked the 
beginning of a long-term renaissance of our economy and 
the performance of our equity market. Since 1992, New 
Zealand equities have clocked up a very respectable 9.5% 
per annum return, outperforming Australian (8.3% p.a.) and 
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•   NZ, the ideal place to live, work and do business

•   Is the Trump honeymoon over?

•   Interest rates are lifting in the US, though unlikely 
in NZ until 2018

•   Germany continues to keep Europe afloat

•   Populist governments in vogue – the world wants 
change but unsure of the detail

international equity (around 7% p.a.) markets, as well as 
fixed income returns (7.2% p.a).

Over the past quarter century New Zealand has transformed 
massively to the relatively prosperous place we enjoy today. 
Our export base has become much more diversified, and 
much less dependent on a few markets. Our population 
has increased by over 1 million people (or over 30%), with 
much of growth taking place in Auckland from new arrivals. 
Over 500,000 Aucklanders were born overseas, making 
Auckland one of the most cosmopolitan cities in the world. 
Auckland and New Zealand also rank very desirable places 
to do business and live in (figures 2 and 3). Perhaps the 
biggest vote of confidence in these trends is that since 
around 2011 the net loss of people from New Zealand to 
Australia has stopped. 

POPULIST GOvERNmENTS IN vOGUE – 
THE wORLD wANTS CHANGE 

Figure 1: 1992 marked peak unemployment in New Zealand

Source: NZ Statistics



Figure 2: NZ now tops for doing business
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top 5 listed companies in the world today are Apple, 
Google, Microsoft, Amazon and Facebook. A quarter 
century ago Google, Amazon and Facebook didn’t 
exist, and only Apple had cracked the S&P500 index of 
the largest US companies. 

•   The recognition that climate change requires serious 
effort to prevent catastrophic losses in ecosystems 
and habitable zones. New renewable energy supplies 
are clocking up double digit growth rates, whilst coal 
usage is in decline in the OECD (figure 5). The trend to 
a less fossil fuel dependent world still has a long way 
to run – only around 15% of the worlds energy supply 
is met by renewables, and despite strong growth in 
electric vehicles (from near zero to over 2 million units 
per annum over the past 7 years), they still represent 
under 1% of the global passenger car fleet. Norway 
tops the list at 30%, whilst China is the biggest market 
for EVs with a target of 20% of its fleet by 2025.

Along with trends such as those featured above, markets 
have also been subject to large shocks, including the Asian 
Crisis (1997), the Tech wreck (2001), and the GFC (2009). 
The GFC’s global impact was bigger than anything seen 
since the Great Depression and the world wars of the 
first half of the 20th Century. Bank bailouts and massive 
monetary policy stimulus in advanced economies, together 
with the huge fiscal stimulus in China, put economies on 

On the international economic stage the most profound 
trend developments over the past quarter century have 
probably been:

•   The rise of China from around 10th largest to 2nd largest 
economy in the world. China is now New Zealand’s 2nd 
largest trading partner, behind Australia. New Zealand 
and Australia have benefited enormously from Chinese 
demand for commodities over the past decade or so, 
and more recently, from the rise and rise of the Chinese 
consumer and in-bound tourism. While China’s star 
is burning a little less bright now, it is still on track 
to becomes the world’s largest economy sometime 
in the next decade. In the meantime, India is on the 
ascendancy (see figure 4). 

•   The internet and the legion of transformative economic, 
financial and social changes associated with the ability 
of people to connect and exchange information on a 
24:7 basis around the globe. One indication of these 
changes is the impact on company size rankings. The 

the road to recovery, but the effects still linger. Interest 
rates remain very low globally, labour markets are still to 
fully recover, and while recent global growth and the growth 
outlook is solid it is far from booming.

Over the past quarter century capital markets and investors 
have also had to grapple with large changes in regulation, 
financial market products and the structure of the industry. 
New Zealand’s capital markets had the somewhat deserved 
nature of being the “wild west”, and it took a very long time 
for investors burnt in the 1987 crash to regain confidence in 

Figure 3: Auckland tops for quality of life
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Figure 4: China and India set to become 1st and 3rd largest economies

IT TOOk A LONG TImE FOR INvESTORS BURNT 
IN THE 1987 CRASH TO REGAIN CONFIDENCE

Source: World Bank, 2016 Source: Mercer, 2016

Source: IM
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wE CAN’T PREDICT wHAT THE NExT 
25 yEARS wILL HOLD... wE CAN BUILD 
PORTFOLIOS TO HELP yOU mEET yOUR 
FINANCIAL GOALS.
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our market. Successive regulations, including the ongoing 
changes to the regulation of financial advisors, have sought 
to improve outcomes for investors through better provider 
conduct and increased transparency. 

The range of investment options has also exploded over 
the past quarter century. Of note, is the launch of low cost 
funds designed to track a market or segment (e.g. small cap 
and value stocks). An exchange-traded fund (ETF) designed 
to replicate the performance of the US S&P500 index was 
launched in 1993, and remains one of the top traded funds 
today. BlackRock and Dimensional, two managers that 
feature in our portfolios, were pioneers of this approach 
to obtaining access to equity and fixed income markets. 
These and other developments (such as the massive 
growth in derivative products and the movement of trading 
to centralised exchanges) helped improve the efficiency of 
markets. Consequently, evidence began to mount that it 
was both difficult for managers to outperform markets net 
of fees, and identify from past performances managers than 
can (figure 6). Evidence also mounted that asset allocation, 
rather than security selection or ‘stock picking’ is the most 
important determinant of investor returns and that ‘staying 
the course’ was a surer way of accruing wealth than 
chopping and changing. 

In recognition of these developments, Rutherford Rede 
was an early adopter of asset class investing in New 
Zealand, and has long sought to be ahead of the curve with 
regards regulation and putting your interest first. Our recent 
globally-recognised CEFEx certification is in line with this. 
we have also started to include SRI funds in our portfolios 
in recognition of the evidence that they may both boost 
(or at least not compromise) returns and better meet your 
requirements for investing in companies that have good 
environment, social and governance practices. 

we can’t predict what the next 25 years will hold for 
investors, but we are confident that the evidence-based 
principles we have in place today are the best way we can 
build portfolios to help you meet your financial goals.

Figure 6: Actively managed funds struggle to beat benchmarks

Figure 5: Renewables lead new global energy production

Source: International Energy Agency

Source: S&P Dow Jones Indices, SPIVA US Scorecard End 2016
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It has been one magnificent journey, from way back in 1992 
when Jim Bolger ruled the roost and Ruth Richardson managed 
the finances, when the population was 3.5m and we operated 
out of 155 Queen Street, with dark panelled offices and it was 
de rigueur for a bloke to wear a white shirt and ties (under a suit 
of course) and the women to be in tailored business suits. 1992 
was Barcelona and the Summer Games where the only Gold 
was won by Barbara kendall in board sailing.

And back here in Auckland we were establishing one of the first 
fee-based and independent financial planning practices in the 
country. It proved to be the beginning of a long and bountiful 
trek especially for our increasing client base, though to be 
honest, a wonderful journey for us too. Back then we were 
novices in the financial planning profession, though we were 
all newcomers as the profession was very much in its infancy, 
growing on the back of the Labour party opening up the world 
to investment, floating our dollar and bringing us into what was 
then the end of the 20th Century. Jocelyn and Phil teamed up 
from that point forward, both coming out of the fore-runner firm 
of IPD Securities, in what proved to be a training ground for 
the fledgling profession! Back then I recall we had colleagues 
who had come from the Serious Fraud Office, from teaching, 
accounting and law, with one even leaving behind boat 
building. Such was the landscape in financial planning back 
then – it was barren!

In setting out in 1992 we did embrace the investment philosophy 
of asset class investing which had emerged some years earlier 
in the 1970s from extensive academic research prepared by 
those who were to eventually form the Dimensional funds 
group in 1981 (Dimensional are one of the most effective global 
funds specialists to implement the asset class philosophy). we 
continue to hold to these principles today.

To give ourselves scale and a national presence we merged 
with a largely South Island practice in 1997 to form Rutherford 
Rede. This gave us clout to negotiate significantly lower fund 
and custodial fees which had always been a material cost to 
clients. And in the following year when the strength of this new 
business failed to convince our then funds and investment 
platform provider to cut their charges, we shifted all client 
investments to the emerging alternative service at Grosvenor.

Overshadowing that new year was a 5-week power blackout 
in Auckland city. Readers may remember that it was an 
unusually hot January and mercury’s four key power cables 
from the national grid in Penrose all ultimately failed. Two of 
these cables were 40 yrs old, gas-insulated and well-past their 
use-by date. They went first and the overload collapsed the 
remaining cables two weeks later. we spent weeks working out 
of a colleague’s apartment in Herne Bay! we all felt we were 
living with 3rd world infrastructure!

It was a busy 1998 as we then also shifted our business 
premises to Shortland Street, again into dark-panelled offices. 
It was a short-term move as we were looking for alternatives on 
the city fringe. The fact that the US Embassy was in the same 
building added a dimension of excitement – clients visiting 
our offices sometimes faced protesters intent on getting their 
messages across to the US – recalling that sheep farmers 
who were subjected to US new tariffs vented their feelings by 
chucking eggs and tomatoes at embassy windows. These of 
course dripped down the face of the building and on to those 
entering our front door!

By 2000 we had moved to Herne Bay and into a lovely villa we 
bought on Jervois Road which gave us excellent access for 
clients and an old worldly feeling that appealed to us, making 
the environment much more attractive to all of you. Our new 

corporate signage lasted a week before the ‘E’ dropped off 
‘Rede’ and we had locals asking us whether we were now 
specialising in wine sales. The move out of the city set us on 
a tremendous growth path as we felt more connected to all 
those that referred business to us and more importantly to our 
burgeoning client base. In 2006 Grosvenor offered to purchase 
part of our business – something we flatly rejected as it would 
have compromised our arms-length advice and services, but 
it did appeal to a number of other RR advisers who took the 
opportunity to sell and leave RR. 

In 2009 we completed our due diligence around the platform 
providers available in the New Zealand landscape. we were 
looking for cost efficiencies that could be passed on to 
clients, the flexibility to expand the investment securities and 
specifically to include assets that were in synergy with our 
investment principles. we consequently recommended to 
our clients that they move their administration and custodial 
services to the CBA/ASB Bank owned Aegis. This move 
bode well for us as we moved into the new accreditation 
and compliance regime, making RR one of the few large 
independent firms in New Zealand. On our count we are first 
equal now in this space.

As some in RR transitioned out, Jocelyn and Phil took the 
opportunity to shift to College Hill in 2007 where we have been 
ensconced ever since. By this time we had met Henry and 
realised he was one of us, disciplined around investment, fee-
only and wedded to asset class investment. He was to join us 
at College Hill followed by Richard in 2011 who by then had 
returned from the Uk and saw a career opportunity with RR. 

Business growth escalated. we focussed on recruiting 
additional, university-qualified staff, who wanted to be part of 
a leading investment advice business. Some of our existing 
staff moved on or retired (Pauline stepped away in 2015, after 
11 years, to have more time for grandchildren and golf!) and 
new recruits have been blooded. Frances who handles all our 
administration also completed 20 years at RR. By may this 
year our business was three-fold greater than it had been 5 
years earlier! 

Throughout our 25 years we have felt privileged to have had the 
opportunity to act for all our 440 clients. It has been a journey 
with its challenges, it wouldn’t have been complete without 
them. Jocelyn and Phil look back with enormous satisfaction 
that some big decisions did in fact pan out well, so can stand 
back, admire the landscape and feel that the business has a 
very sound footing to launch it into the next quarter-century. 
we would love to share this ongoing journey with all of you.

Special Feature:  
25 YEARS of RuThERfORD REDE 
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What do you think of our publication? On what subjects would you like to read further?  
Let Amy mcDonald at the office know. Email amcdonald@rutherfordrede.co.nz , or call 09 361 3670

How the markets fared
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All returns are expressed in NZD. We assume Australian shares and international property are 
invested on an unhedged basis, and therefore returns from these sectors are susceptible to 
movement in the value of the NZD.

New Zealand Shares: NZ equities had a very good 
quarter, with the NZ50 benchmark returning +5.8%. This 
brings the annual return to 10.4%, slightly ahead of the 
25 year return of 9.4% p.a. The latter stands as the best 
equity market performance amongst the benchmarks 
covered. Source of Figures: NZx 50 Index

New Zealand Fixed Interest: Bond prices rallied and 
NZ fixed income returned 1.3% over the quarter as the 
RBNZ struck a dovish tone in its May review. But the 
annual return of 3% is in-line with the present low level 
of bond yields. Over the long term NZ bonds returned 
7.2% p.a, around 5% p.a. after inflation. Source of 
Figures: NZx A Grade Corporate Bond Index

New Zealand Property: NZ property companies 
reported solid results and had a good return for the 
quarter, although annual returns remain flat. This sector 
returned 10.2%p.a. over the past 25 years at, benefiting 
from the twin tail winds of reducing interest rates and 
increasing population over the period. Source of Figures: 
New Zealand Property Index

Australian Shares: The Australian market lost ground  
for the June quarter (in part reflecting the decline in the 
AUD versus the NZD) following the exceptional March 
result.  Over the past 25 years it has returned a very solid 
8.3% p.a. Source of Figures: S&P ASx 200 Index

International Shares: Developed market equities 
returned around 3% for the quarter (hedged basis) and 
21% for the year. The lower unhedged return (15%) 
mainly reflects the rise of the kiwi over the period. 
Over the long term hedged international equities have 
returned 7.4%, slighly ahead of international bonds. 
Unhedged returns have been significantly lower 
however, reflecting higher rates and a trend increase in 
NZ since the low point in 1992. Source of Figures: mSCI 
world ex-Australia Index

Emerging Markets: EM equities had a lacklustre 
quarter, however the annual result remained high at 
around 21% p.a. – an impressive result. Over the past 
25 years, the EM equities sector has returned around 
6.2% p.a. (c/f 5.5% p.a. for developed markets over the 
period). Source of Figures: mSCI Emerging markets Index

International Fixed Interest: The low quarter and  
annual return from fixed income reflect low running 
yields and the trend shift to riskier assets in the 
low-interest-rate environment. Over the long term 
international fixed income (NZD hedged) has returned 
around the same as NZ fixed income at 7.2% p.a. Source 
of Figures: Citigroup world Government Bond Index 1 – 5 
years (hedged to NZD)

International Property: International property has 
fared poorly over the past quarter and year given the 
shift away from ‘bond like’ assets, although over the 
past 25 years the sector has performed very well at 
around 9% p.a. Source of Figures: S&P Developed  
REIT Index 

A letter from the directors 
To Our Dear Clients
This year’s celebration is more than special. 25 
years is virtually a generation in time throughout 
which we have assiduously built what we hope 
and feel is a business that will transcend the 
original stakeholders and bring through new younger 
directors and advisers to not only continuously 
meet your needs but to allow Rutherford Rede to 
endure into the future.
Quite a journey it has been. From our origins as 
Financial Planning Associates when we were based at 
155 Queen Street back in 1992, when all the blokes had 
more hair, we religiously wore suits, white shirts 
and ties, and the women were attired in sensible 
dress. Very early on we decreed that we would be 
fee-only and would spurn commissions, that we 
would work exclusively on referral, and offer only 
a custodial service. Those initiatives, together with 
our desire to make our place of business a warm 
and harmonious environment in which to be, has 
encouraged business growth and had led to a very 
stable and productive business model.
Most importantly, our clients who have joined 
us on this journey have been able to savour the 
benefits through electing to remain in the fold. In 
doing so they have enjoyed the rewards that accrue 
through constant exposure to investment markets. 
They will all admit however, staying the course 
is not without its challenges at times, because 
in 25 years we have had 3 miserable periods, each 

followed by strong recovery periods – and it can 
test one’s endurance!
We merged our business in 1997 to form RR, and 
moved from the city in 2000, both these moves 
have contributed to our impressive organic growth. 
Recently we received a 5-Year DIMS Licence, to 
continue to manage portfolios as we had been. 
We have also recently received an ISO-equivalent 
accreditation, known in our terms as CEFEX, and 
have secured larger old-worlde premises on College 
Hill to allow our expansion to continue.
It has been a tremendously rewarding 25 years. 
Getting to know you, and to encourage you all to 
join us in the rewards that prudent investment 
offers, has been enormously satisfying for each of 
us. Thank you for being on this journey with us 
and making this all possible. 
Yours sincerely
Rutherford Rede Limited

Phil Ashton, Jocelyn Weatherall, Henry Ford


