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WORLD INDICES WRAP UP

FIXED INTEREST 1 YEAR 3 YEARS

Bloomberg AusBond Bank Bill Index 2.69% 3.17%

Bloomberg AusBond Composite Bond Index 0+ 9.81% 6.45%

Barclays Global Aggregate Bond Index (hedged to AUD) 10.37% 7.37%

AUSTRALIAN EQUITIES 1 YEAR 3 YEARS

S&P/ASX 300 Index (Accumulation) 5.30% 14.70%

S&P/ASX Small Ordinaries Index (Accumulation) -3.81% 0.58%

S&P Australia BMI Value Index (AUD, gross div.) 6.97% 17.46%

S&P Australia BMI Growth Index (gross div.) 2.45% 10.56%

GLOBAL EQUITIES 1 YEAR 3 YEARS

MSCI World ex Australia Index (AUD, net div.) 15.01% 24.79%

MSCI World ex Australia Index (hedged to AUD, net div.) 12.55% 20.90%

Hedging Premium -2.45% -3.89%

MSCI World ex Australia Small Cap Index (AUD, net div.) 11.72% 26.38%

MSCI World ex Australia Value Index (AUD, net div.) 13.51% 23.93%

MSCI Emerging Markets Index (net div., AUD) 6.93% 12.16%

REAL ESTATE 1 YEAR 3 YEARS

S&P/ASX 300 A-REIT Index (Accumulation) 26.79% 21.78%

S&P Developed REIT Index (AUD, net div.) 33.40% 24.00%

WORLD MARKETS 1 YEAR 3 YEARS

S&P 500 Index 24.34% 29.81%

FTSE 100 Index 3.70% 18.24%

FTSE World Europe ex UK Index 3.30% 23.04%

Japan Nikkei 225 Average Index (price-only) 3.00% 18.44%

Shanghai Stock Exchange Composite Index 63.15% 23.18%

CURRENCIES (RELATIVE TO AUD) 1 YEAR 3 YEARS

British Pound 2.94% 7.93%

Euro -3.80% 5.41%

Japanese Yen -3.84% -6.97%

United States Dollar 9.37% 7.80%

 
Performance is shown in AUD. Bloomberg indices copyright Bloomberg 2015. Barclays indices copyright Barclays 2015. 
The S&P data are provided by Standard & Poor’s Index Services Group. MSCI data copyright MSCI 2015, all rights 
reserved. FTSE data published with the permission of FTSE. Individual country stock exchange indices provided by 
Datastream. Currency data provided by WM/Reuters.

Indices are not available for direct investment. Their performance does not reflect the expenses associated with the 
management of an actual portfolio.	

Hedging premium – MSCI World ex Australia Index (hedged to AUD, net div.) minus MSCI World ex Australia Index 
(AUD, net div.).

ECONOMIC OVERVIEW

Divergence in economies, markets and policy 
cycles was a major theme for investors in 2014,  
alongside geopolitical tensions and a 
significant retreat in commodity prices.

The US economy and US dollar were in the 
ascendant as the Federal Reserve ended 
its radical program of asset purchases. In 
contrast, monetary authorities in the Euro 
Zone and Japan maintained accommodative 
policy settings to combat weak growth and 
deflation.

China, too, continued to add stimulus to offset 
the impact of slowing exports, a sluggish 
manufacturing sector and a cooling property 
market as policymakers sought to transition  
the economy away from investment toward 
services. 

Russia fell into a deep slump triggered by 
falling oil prices and Western sanctions 
imposed over the Ukraine crisis. Russian 
authorities aggressively raised interest rates 
to prop up the ruble, which suffered its worst 
annual slide since the country’s 1998 default.

Q4
KEY THEMES 

•	 US picks up, Europe fragile,  
China slows

•	 $US resurgent; commodities slump

•	 Inflation falls; bonds rally 

•	 Australia lags NZ as economies 
diverge
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COMMODITIES 

Commodity prices fell heavily in 2014, led by oil, iron ore and coal and driven 
by a combination of demand and supply factors. Key in oil’s 45% decline 
was OPEC’s November decision to maintain a collective production ceiling 
despite a perceived oil glut.

Surging output also accounted for much of the near 50% slump in the price 
of iron ore to a more than five-year low and about a 25% fall in coal prices. 
Both commodities also suffered from slower demand from China as steel 
production there eased.

CURRENCIES 

With the $US rising and commodity prices falling, the Australian dollar fell 
heavily. Mindful of property speculation and reluctant to cut cash rates 
further, the Reserve Bank of Australia looked to the weaker $A to aid the 
economy’s transition from the resource boom. 

Resource investment in Australia continued to decline, while fiscal 
consolidation by federal and state governments was a further dampener on 
activity. Unemployment reached 12-year highs above 6%, keeping a lid on 
private consumption growth.

New Zealand’s economy outperformed Australia, supported by increasing 
private investment, rebuilding in quake-hit Canterbury and a strengthening 
labour market. The Reserve Bank of NZ raised its official cash rate four times 
between March and July.

The NZ dollar also outperformed its Australian counterpart, approaching 
parity and reflecting both the higher interest rates in NZ and the relative 
strength of the Kiwi economy. 

BONDS 

The decline in oil and other commodity prices helped keep inflation and 
inflation expectations low in all major regions of the world, in turn boosting 
sovereign bond markets and pushing yields sharply lower.

The strong performance of bonds confounded many forecasters, who had 
begun the year anticipating a rise in yields over 2014. As it turned out, yield 
curves flattened, highlighting the benefits of a non-forecasting approach to 
fixed interest.

EQUITIES 

Equity markets diverged significantly over the year, reflecting in part the 
relative fortunes of the underlying economies. The US, China and India were 
some of the strongest major market performers, while oil-dependent Russia 
was at the rear of the field.

The Australian market posted modest gains of around 5% over the year, 
held back by the drag from energy and materials stocks which suffered from 
weaker commodity prices. Healthcare, telecom, utilities stocks and REITs 
were among the strongest areas of the market.

The NZ market was one of the developed world’s top performers in 2014, 
putting on 17% and its third successive year of double-digit gains. Top 
performers included Chorus, Meridian Energy, Fisher & Paykel Healthcare 
and Air New Zealand. 
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AUSTRALIA AND NEW ZEALAND EXCHANGE 
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THE YEAR IN NEWS

The chart below highlights some of the year’s major news events in context of broad Australian market performance. These 
headlines are not offered to explain market returns but to show that investors should view daily events from a longer-term 
perspective and avoid making investment decisions based solely on the news.

TIMELINE OF NEWS EVENTS  

S&P/ASX 300 Index (Accumulation) 
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ISIS takes control 
of Mosul 

Malaysian Airlines Flight 
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Israel ground  
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Iron ore & coal prices 
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US air strikes 
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Scotland votes to 
remain in UK 

HK pro-democracy 
protests 

US & China seal  
climate pact 

Cafe siege 
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S&P/ASX data reproduced with the permission of S&P Index Services Australia. Indices are not available for direct investment. Their performance does not reflect the expenses associated with the 
management of an actual portfolio

AUSTRALIA AND NZ FOCUS

The Australian and New Zealand economies continued to diverge in 2014, as 
the long commodity boom that has supported Australia for much of the past 
decade and a half receded.

Australia continued to look for a growth driver to replace the resource 
boom. Growth was below its long-term trend at around 2.5%, with business 
investment declining and the labour market subdued. Unemployment 
reached 12-year highs of 6.3%.

In contrast, NZ’s economy grew strongly over the past year, boosted by 
rising private investment and the ongoing rebuilding effort following the 
Canterbury earthquakes of 2010/11. Unemployment fell from 6.2% to 5.4% 
over the year.

While prices of New Zealand’s dairy exports fell sharply, the decline was 
much less severe than that suffered by Australia’s mineral commodity 
exports.

The policy fortunes of the two countries also diverged. The Reserve Bank 
of Australia left its official cash rate unchanged at record lows of 2.5% 
throughout the year. In contrast, the RBNZ raised its cash rate four times in 
2014 to 3.5%.

In terms of fiscal policy, the plunge in 
commodity prices hit Australian government 
revenues and helped blow out the projected 
budget deficit for this financial year from $30 
billion to $47 billion. Promises of an early 
return to surplus were scrapped.

New Zealand, by contrast, announced a 
small operating deficit of 0.2% of GDP in 
2014/15 and projected a return to surplus the 
following year.

The shifting fortunes were reflected again in 
currency markets. The Australian dollar fell 
for a third consecutive year against its Kiwi 
counterpart to reach record post-float lows 
just above parity.
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BEST AND WORST PERFORMING  
STOCKS – 2014

S&P/ASX 300 INDEX (ACCUMULATION) – AUD

TOP WINNERS

Security Name Return

Sirtex Medical Ltd 143%

Qantas Airways Ltd 119%

APN News & Media Ltd 98%

Northern Star Resources Ltd 95%

Chorus Ltd 94%

TOP LOSERS

Security Name Return

Vocation Ltd -91%

Neon Energy Ltd -90%

BC Iron Ltd -89%

Atlas Iron Ltd -85%

Arrium Ltd -85%

NZX 50 INDEX (GROSS) – NZD

TOP WINNERS

Security Name Return

Meridian Energy Ltd 92%

Chorus Ltd 85%

Air New Zealand Ltd 72%

Fisher & Paykel Healthcare Corp Ltd 68%

Mighty River Power Ltd 56%

TOP LOSERS

Security Name Return

Xero Ltd -50%

Pacific Edge Ltd -37%

Kathmandu Holdings Ltd -35%

a2 Milk Co Ltd -28%

Guinness Peat Group PLC -24%

Securities added or removed from the index throughout the year only 
show returns for their period of inclusion.

AUSTRALIAN SHAREMARKET ANNUAL RETURNS 
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AUSTRALIAN SECTOR RETURNS – 2014 
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S&P/ASX data reproduced with the permission of S&P Index Services Australia. Indices are not available for direct investment. NZX data provided by the New Zealand Stock Exchange. Indices are not 
available for direct investment. Their performance does not reflect the expenses associated with the management of an actual portfolio.
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2014 INVESTMENT OVERVIEW

FIXED INTEREST Q1 Q2 Q3 Q4

Bloomberg AusBond Bank Bill Index 0.64% 0.67% 0.67% 0.69%

Bloomberg AusBond Composite  
Bond Index 0+

1.45% 3.11% 0.97% 3.96%

Barclays Global Aggregate Bond Index 
(hedged to AUD)

2.67% 2.64% 1.78% 2.90%

AUSTRALIAN EQUITIES Q1 Q2 Q3 Q4

S&P/ASX 300 Index (Accumulation) 1.99% 0.86% -0.56% 2.94%

S&P/ASX Small Ordinaries Index 
(Accumulation)

0.89% -2.26% 1.49% -3.89%

S&P Australia BMI Value Index  
(AUD, gross div.)

2.53% 1.52% -0.65% 3.45%

S&P Australia BMI Growth Index  
(gross div.)

1.71% 0.28% -0.73% 1.19%

GLOBAL EQUITIES Q1 Q2 Q3 Q4

MSCI World ex Australia Index  
(AUD, net div.)

-2.40% 3.03% 5.74% 8.16%

MSCI World ex Australia Index  
(hedged to AUD, net div.)

1.47% 5.13% 1.48% 3.98%

Hedging Premium 3.86% 2.10% -4.26% -4.18%

MSCI World ex Australia Small Cap Index 
(AUD, net div.)

-0.80% 1.53% 0.74% 10.09%

MSCI World ex Australia Value Index
 (AUD, net div.)

-1.64% 3.05% 5.02% 6.63%

MSCI Emerging Markets Index  
(net div., AUD)

-3.89% 4.68% 4.09% 2.11%

REAL ESTATE Q1 Q2 Q3 Q4

S&P/ASX 300 A-REIT Index (Accumulation) 3.04% 9.20% 1.23% 11.31%

S&P Developed REIT Index (AUD, net div.) 3.46% 6.04% 3.40% 17.61%

WORLD MARKETS Q1 Q2 Q3 Q4

S&P 500 Index -1.98% 3.50% 8.91% 12.54%

FTSE 100 Index -4.29% 4.19% 1.11% 2.85%

FTSE World Europe ex UK Index -0.03% 1.02% -0.33% 2.62%

Japan Nikkei 225 Average Index  
(price-only)

-10.59% 2.46% 6.11% 5.95%

Shanghai Stock Exchange  
Composite Index

-9.92% -0.71% 25.61% 45.23%

CURRENCIES (RELATIVE TO AUD) Q1 Q2 Q3 Q4

British Pound -3.07% 0.96% 2.02% 3.11%

Euro -3.58% -2.25% -0.66% 2.75%

Japanese Yen -1.77% 0.21% -0.52% -1.80%

United States Dollar -3.72% -1.65% 7.70% 7.25%

QUARTER 1

Soft economic data and geopolitical tensions 
between Russia and the West made for a shaky 
first quarter for equity investors. New Zealand 
and Australia bucked the trend though to put 
in solid performances. Developed markets 
outpaced emerging markets. Bonds defied 
predictions to broadly outperform equities. 
The $A began the year positively, rising 3.9%.

QUARTER 2

Global economic recovery signs and continued 
policy stimulus helped boost risk appetites 
and dampen volatility in the June quarter. The 
US equity market led the way and emerging 
markets bounced back. Value beat growth, 
while small lagged caps. It was a relatively 
flat quarter for Australia and NZ equities. The 
search for yield underpinned fixed interest  
and REITs.

QUARTER 3

This quarter began positively, but by August 
signs of slower Chinese growth, Russian 
tensions and weaker earnings news took stock 
markets lower. The US dollar made strong 
gains across the board, boosting global equity 
returns for unhedged investors. Emerging 
markets lagged developed, while falling 
commodity prices weighed on Australian 
shares. Yield curves flattened.

QUARTER 4

Equity markets ended the year strongly amid 
confidence that the US economy had sufficient 
traction without the Federal Reserve’s 
quantitative easing program. The Australian 
market posted its best quarter of the year, 
NZ its second best. China was one of the top 
performers, Russia the worst as sanctions and 
lower oil prices hit home.

Performance is shown in AUD. Bloomberg indices copyright Bloomberg 2015. Barclays indices copyright Barclays 2015. 
The S&P data are provided by Standard & Poor’s Index Services Group. MSCI data copyright MSCI 2015, all rights 
reserved. FTSE data published with the permission of FTSE. Individual country stock exchange indices provided by 
Datastream. Currency data provided by WM/Reuters.

Indices are not available for direct investment. Their performance does not reflect the expenses associated with the 
management of an actual portfolio.

Hedging premium – MSCI World ex Australia Index (hedged to AUD, net div.) minus MSCI World ex Australia Index 
(AUD, net div.). 44

19
9_

01
20

15


