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Event: 

• We have updated the GS&PNZ survey of the New Zealand equity market 
structure for the June Quarter 2011. 

• There are 51 stocks in this year's market structure survey with one 
addition (DNZ) and one removal (PRC) from the previous year. 

Highlights: 

• Foreign ownership of the NZ equity market was flat at 35.9% from 
36.1%.  There were minimal changes to foreign ownership levels, of the 
51 companies surveyed; the only notable changes is the increased stake 
of Agria in PGW and the sell down of TUA from White River Partners. 

• NZ Managed funds' share of the equity market increased 1.9%pts from 
20.5% to 22.3%.  The highest level since the initiation of this survey. 

• Total strategic stakes reduced from 35.2% to 33.0%. 

• One of the trends our Offshore Ownership Survey has captured over the 
years is a steady leakage of equity supply into the unlisted sector, 
primarily via takeover activity.  We consider improving the flow of equity 
supply as critical to restoring the NZ market's role in the economy. 

Key Data: 

Change
Jun-11 Qtr (Jun-10 Qtr)

NZ Managed Funds 22.3% 1.9%pts

NZ Retail Investors 22.3% 0.2%pts

Total Foreign Ownership 35.9% -0.2%pts

NZ Strategic Stakes 19.5% -1.9%pts

Offshore Strategic Stakes 12.8% -0.4%pts

Source: GS&PNZ Research estimates, RBNZ, IRESS, Merlin IR  
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Market Structure 

Figure 1: Offshore Ownership unchanged 
Ownership Structure of NZ Equity Market 
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Table 1: Ownership Structure of Sample NZX Primary Listings 

Dec-97 Dec-98 Dec-99 Dec-00 Dec-01 Mar-03 Mar-04 Mar-05 Mar-06 Mar-07 Jun-09 Jun-10 Jun-11

NZ Managed Funds 14.0% 15.2% 14.6% 16.1% 15.1% 14.2% 16.1% 15.6% 16.7% 15.8% 19.1% 20.5% 22.3%

NZ Strategic Stakes 9.9% 9.8% 10.0% 13.3% 16.6% 18.1% 15.1% 17.1% 16.0% 16.6% 21.1% 21.3% 19.5%

Offshore Strategic Stakes 29.4% 27.0% 23.2% 21.8% 24.9% 18.9% 16.5% 15.9% 12.0% 13.2% 15.2% 13.1% 12.8%

Other Offshore Owners 30.9% 28.1% 31.3% 25.4% 22.1% 26.5% 29.5% 28.4% 29.4% 25.9% 22.9% 23.0% 23.1%

NZ Retail Investors 15.8% 19.9% 21.0% 23.5% 21.3% 22.3% 22.7% 23.0% 26.0% 28.4% 21.7% 22.1% 22.3%

Total Foreign Ownership 60.3% 55.1% 54.5% 47.2% 47.1% 45.4% 46.0% 44.3% 41.4% 39.1% 38.1% 36.1% 35.9%

Source: GS&PNZ Research estimates, RBNZ, IRESS, Merlin IR  
 

Offshore Ownership: Downward trend likely to continue 

Foreign ownership of the listed NZ equity market was more or less flat at 35.9% from 
36.1%.  The lack of new listings and M&A activity (a major driver of structural changes in 
foreign ownership) over the past year meant there were minimal changes to the sample of 
the companies surveyed, with one addition (DNZ) and one removal (PRC) from the previous 
year. 
 
The overall level of offshore ownership is relatively unchanged, of the 50 recurring companies 
that we surveyed, there were 24 decreases, 22 increases and 4 recorded as no change.    
Because the measure of foreign ownership is market weighted, the larger companies typically 
dominate our headline estimate.  Our analysis of the NZX10, which account for over 75% of 
total foreign ownership in the New Zealand market, suggests that the aggregate offshore 
ownership of the largest 10 primary-listed companies is flat compared to last year.   
 
Outside of the NZX10, notable changes were the increased stake of Agria in PGW and the sell 
down of TUA from White River Partners. 
 
While the level of foreign ownership has been steadily trending down since the inception of 
the survey, on an international basis the level of foreign ownership in NZ remains high.  We 
see a good chance that the level of foreign ownership will fall further going forward, given 
the potential for partial flotation of various State Owned Enterprises which are likely to be 
domestically biased. 
 

Figure 2: Historical Level of Foreign Ownership 
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Figure 3: CY11 Foreign Ownership Internationally 
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Strategic Stakes: A slight drop 

Strategic stakes fell from 35.2% to 33.0% (strategic stakes are defined as ownership blocks 
of 10% or more).  Notable changes in strategic shareholders include the increased stake in 
PGW after the Chinese cornerstone investor Agria took a controlling stake after its partial 
takeover offer, the selling down of the Turner's Auction stake by White River Partners, and 
the reduction of Tainui's stake in Ryman.   
 

Managed Funds & Retail: Showing further benefits of KiwiSaver 

Managed funds' share of the equity market increased from 20.5% last year to 22.3% in the 
current year; the highest level since the beginning of this survey.  We continued to witness 
strong managed funds inflow from KiwiSaver, total funds under management of $9.4bn as at 
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30 June 2011, up 63% from $5.8bn in the pcp.  The amount invested in NZ equities is also 
up an impressive 59% to $900m from 569m.  Interestingly, the percentage invested in New 
Zealand equities has actually reduced somewhat from a peak of 10.5% in the Dec 09 
quarter; it will be interesting to see whether the potential partial flotation of the State Owned 
Enterprises would increase the percentage of KiwiSaver inflows into New Zealand equities. 
 
Retail participation increased modestly from 22.1% to 22.3%, consistent with levels seen 
from 2000 - 2005, we suspect that as KiwiSaver continues to build momentum, there will be 
further substitution of direct holdings to managed funds. 
 

Portfolio Investors 

Our measure of portfolio-style investor ownership (managed funds + NZ retail investors, a 
measure of non-strategic holder who are likely to trade more actively) of the market has 
increased from 68.6% to 69.8%.  This was driven by both an increase in managed funds 
ownership and a small expansion in retail investment.  We have continued to see a highly 
positive-correlated relationship between portfolio-style investor ownership of the NZ equity 
market and market liquidity, since the significant decline since the GFC, median daily 
turnover has now risen by 24.1% to July 2011, consistent with the pick up in portfolio-style 
investor ownership.  
 

Table 2: Portfolio-Style Investor Breakdown of NZSX Primary Listed Stocks 
Dec-97 Dec-98 Dec-99 Dec-00 Dec-01 Mar-03 Mar-04 Mar-05 Mar-06 Mar-07 Jun-09 Jun-10 Jun-11

Strategic Stakes: Offshore Managed Funds 2.9% 2.2% 0.6% 1.1% 4.1% 4.7% 2.2% 3.0% 2.2% 3.1% 2.9% 3.0% 2.0%

Other Offshore Owners1 30.9% 28.1% 31.3% 25.4% 22.1% 26.5% 29.5% 28.4% 29.4% 25.9% 22.9% 23.0% 23.1%

Strategic Stakes: NZ Managed Funds 1.1% 1.5% 1.2% 1.5% 1.1% 0.9% 0.3% 1.4% 2.1% 2.6% 1.3% 0.7% 0.8%

Other NZ Managed Funds 13.0% 13.7% 13.4% 14.6% 14.0% 13.3% 15.8% 14.3% 14.6% 13.3% 17.7% 19.7% 21.5%

Total Managed Funds 47.8% 45.5% 46.4% 42.6% 41.3% 45.4% 47.8% 47.0% 48.2% 44.8% 44.9% 46.5% 47.5%

Managed Funds + NZ Retail 63.6% 65.4% 67.4% 66.0% 62.6% 67.7% 70.5% 70.0% 74.2% 73.2% 66.6% 68.6% 69.8%
1 Mainly managed funds, but a small portion are retail investors.

Source: GS&PNZ Research estimates, RBNZ, IRESS, Merlin IR  
 

Figure 4: KiwiSaver Inflows Boosts Managed Funds 
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Figure 5: Liquidity and Portfolio Investors 
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NZ's Capital Markets At A critical Juncture 

Our survey of equity market structure comes at an important juncture for the future of 
capital markets in this country.  In particular, the trends in ownership structure mask two 
other developments that we believe threaten the critical mass of capital markets in this 
country: 
 
1. The NZ equity market's low and declining share in the economy.  We see this as 
indicative of a reduced role in the provision of risk capital.  15 years ago the NZ equity 
market’s share of GDP was within range of our advanced economy peers, and close to 
Australia (56% versus 68%).  NZ’s share has since dropped to ~30%, while our advanced 
economy peer group has grown (below left).   
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2. A declining role in the economy has meant market liquidity has suffered.  Daily trading 
volumes provide the best illustration of the tenuous state of institutional investing in NZ.  
Average daily turnover has oscillated around a flat trend for 15 years, and at current levels 
(~$80m/day) is the same as in 1998.  By contrast, daily trading in Australia has risen from 
an average of $1bn/day in 1997 to $5bn/day currently (below right).   
 

Figure 6: NZ Equities play a small role in the economy Figure 7: Liquidity has not grown sustainably 
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Equity Supply Needs to Respond 

Encouragingly, the latest readings on equity market turnover are showing improvement 
(latest quarter ~$90m/day).  To some extent this reflects the recovery in portfolio 
investment discussed earlier (figure 4).  We also believe improving demand conditions for NZ 
equities have helped, aided by: 1. the tailwind institutional ownership has been given by 
Kiwisaver and the NZ Superfund; and 2. solid relative returns versus Australia over the past 
year. 
 

Figure 8: Weak IPO activity over past decade Figure 9: Critical mass within reach 
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However, while demand has improved, supply now needs to respond.  One of the trends our 
Offshore Ownership Survey has captured is a steady leakage of equity supply into the 
unlisted sector, primarily via takeover activity.  Over the past decade, this has been 
accompanied by a sharp fall-off in IPO activity (figure 8).  With IPO’s failing to replenish 
equities lost to the unlisted sector, net equity supply has been a significant drag on the 
equity market.   
 
We see declining equity supply is a significant threat to the NZ equity market’s critical mass.  
However we also believe that a self-sustaining level of equity supply, which we estimate is 
~50% of GDP, is within reach.  A number of potential equity market transactions would make 
headway in this respect: 
• The potential partial floatation of various State Owned Enterprises. 

• Increased share market participation from the agricultural sector, spearheaded by 
Fonterra. 

NZ Sharemarket: Role in the Economy CY11 
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• The potential float or partial float of one of the large Australian-owned banks. 

• Further floats from the NZ unlisted sector, which is of significant size.  The recently 
announced TradeMe float is an important positive step here. 

The combined impact of these potential floats would provide a significant boost to NZ market 
capitalisation (figure 7).  This is necessary to reverse the negative feedback loop of declining 
supply that has been in play over the past decade.  Importantly, partial floatations are an 
ideal solution for the particular problem NZ faces –whereby a cornerstone holder retains a 
block stake preventing full takeover in the future. 
 
 
 

Appendix 1: Survey Methodology 
 

Construction of average 

Survey coverage 

Layers of ownership 

Data timeliness 

Revisions Revisions are made to historical estimates from time to time. Unless these are 
judged to have a material impact on the survey, we will not explicitly highlight 
historical revisions. These can be made available on request.

The data used to compile the overall averages comes from various sources with 
variable lags. In this respect it is appropriate to view the data as a June Quarter 
"weighted average", rather than as a precise point estimate.

The survey is done as a weighted average, i.e. treating the New Zealand market 
as a pool of generic equity supply apportioned amongst a group of investors. This 
means that even if no significant trading was done, changes in overall ownership 
levels could still be influenced by the changing prices of individual stocks.

Weights for the headline offshore ownership estimate are based on the NZSX All 
Ordinaries index. This index covers all companies that have NZ as their home 
exchange, ie it excludes Telstra, AMP and other offshore based stocks. This year, 
51 companies were included in the survey, comprising 93% of the NZ All 
Ordinaries Index.

We calculate “1st round” levels of ownership only. For example, IFT has partial 
offshore ownership as a stand alone company. IFT in turn owns 50.5% of TPW 
(at the time of the survey). However, we treat this 50.5% as a domestic stake, 
rather than calculating through the "beneficial" offshore ownership in TPW.

 
Source: GS&PA Research 
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growth potential, relevant regulatory risk and probable technological risk.  A company’s specific ranking 
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For Insurers 
ROE Trend: 1 

 
ROE is used as a proxy for EVA™.  Rating takes into account the expected level and trend of ROE over 
the next 2 years. 

Balance Sheet: 
 

Analyst’s assessment of the quality and strength of the insurer’s balance sheet, including conservatism 
of provisioning, sufficiency of capital, and quality of capital. 

 

For REITs 
Strategy: 

 
Used instead of industry structure as many REIT investors are intra rather than inter sector focussed. 

EPU Growth: Ranking of Earnings Per Unit growth relative to other listed Real Estate Investment Trusts. Used instead 
of EVA™ Trend. 

Yield: Yield relative to the REIT sector average.  Used instead of Earnings Momentum. 
 

For Australian Companies 
Relevant Index: 

 
If a research report is published by GS&PA, the recommendation of a company or trust is based on their 
performance relative to S&P/ASX 200 Index (Gross) and not the NZSX 50 Index. 

 

1 EVA™ is a registered trademark of the U.S. consultancy firm Stern Stewart 
 
Distribution of Recommendations – as at 30 June 2011 
Recommendation Overall Corporate relationship* in last 12 months 
Sell 7% 2% 

Hold 53% 55% 

Buy 40% 43% 

 
* No direct linkage with overall distribution as the latter relates to the full GS&PA/GS&PNZ coverage (>250 companies). The above table 

combines the corporate relationships and recommendations of both GS&PA and GS&PNZ. 
 
© 2011 Goldman Sachs & Partners New Zealand Limited  
 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


