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What will happen 
to future trade 
relations between 
New Zealand, 
the UK and the 
European Union? 

In our Summer 2019 edition we commented 
on the implications for the EU when and if 
Britain eventually leaves the European Union.
Closer to home, what about the implications 
for New Zealand? 

At present, the UK is New Zealand’s 5th 
 largest trading partner, with over $6 billion  

of two-way trade between the two countries.

Of even greater significance is the value of two 
way trade with the EU, who is New Zealand’s 
largest trading partner, with approximately  
$16 billion in value, with which we do not yet 
have a free trade agreement.

Whilst New Zealand has forged significant trading 
ties with other countries in the four and a half 
decades since the UK became a member of the 
EU, the importance of maintaining and building 
on the existing trade with the UK and the EU 
is still a vital and integral component of our 
international trading activity in the 21st century. 

In this context, there are steps being taken to 
make sure that New Zealand does not become 
embroiled in the complexities of the Brexit 
situation, which could potentially impact on  
our ability to maintain an orderly trading 
relationship with that part of the world over  
the next few years.

New Zealand already has strong relationships 
with the EU and UK and there is every 
expectation that this will not change. The New 
Zealand government and senior officials from 
the Ministry of Foreign Affairs and Trade have 
already commenced working with the UK and 

the EU to make sure that existing relationships are 
protected as the UK moves to exit the union.

The UK’s departure will have a range of 
implications for New Zealand and New 
Zealanders. The nature and extent of these 
impacts will eventually be determined by the  
terms under which the UK exits, and the 
negotiated future relationship it eventually 
negotiates with the EU.

The New Zealand Government is paying close 
attention to how Brexit unfolds, to ensure New 
Zealand’s interests are maintained and advanced. 
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The Chief Investment Officer of Caliber 
Investments Mark Wooster recently  
attended the CFA Institute Wealth 
Management Conference at Fort Lauderdale, 
Florida. Caliber is the manager of the 
Accordia Portfolios.

T his is an important annual event and is 
attended by senior investment professionals 

from around the world, most of whom are 
Charted Financial Analysts.

The aim of this conference is to continue to 
advance the standard of advice and investment 
management processes in line with global 
 best practice.

The 2019 conference had a very comprehensive 
agenda, reflecting the rapidly changing global 
environment that we live in.

The conference started with presentations on 
the current global geo political environment, and 
the rise in influence of populist individuals and 
political regimes around the world. The level of 
geo political risk and effects on global financial 
markets was extensively discussed.

For example, the trade dispute between the 
United States and China, which has been a 
dominant feature of the news in recent times, 
and which has been a significant contributor to 
market uncertainty looks as if it may be resolved 
in a few months. The view from commentators 
was that the Chinese will not be coming to 
Washington to finalise a trade deal until all details 
have been agreed.

The economic discussions around the state 
of the world’s biggest economy were positive. 
However, growth in the US will be around 2 to 
2.5% per annum, rather than the present level 
of more than 3%. (A presenter described it as 
more akin to a “healthy tortoise” rather than a 
“sickly hare”). Overall, analysts agreed that US 
businesses have been very good at controlling 
costs, with an increase in knowledge of prices 
made possible by the availability of information 
on the internet, which is also having a dampening 
effect on inflation.

There were several presentations on investor 
behavioural finance. The presenters noted that 
investors face significant challenges making 
sense out of the vast amounts of 24-hour 
financial news. Much of this material contains 
errors and misconceptions, and the producers 
of this material do not face any repercussions 
or even much come-back, and in the main, 
can be regarded as noisy, and non-productive. 
For individual investors, this information is not 
relevant, nor does it relate in any way to their 
personal circumstances.

For many people, “Beating the market”, used to 
be a benchmark for peace of mind when looking 
at the relative performance of their portfolio. 

However, when managing future personal lifestyle 
requirements, this could in fact present a level of 
risk that could be inappropriate for them. A key 
component of the presentations focussed on 
what having access to a pool of “wealth” really 
means for long term investors. In summary, it 
allows them to underwrite a meaningful life from 
their own personal point of view, and not taking 
more risk with retirement capital than is required 
to do this. 

These was discussion on the current low  
interest rate environment which is the cause 
of some worrying investor behaviour. This is 
manifesting itself with people taking on a lot more 
risk than in the past for yield, with increased 
holdings in lower credit quality bonds, and shares 
for dividends.

At Accordia, we continue to develop and evolve 
what we do, and to review our processes 
going forward from here. There is no doubt that 
technology will play a greater part in assisting us 
in the development and evolution of our service 
in the 21st century.
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The Ministry of Foreign Affairs and Trade states 
that there is active engagement at all levels 
with decision-makers in the UK and the EU, 
particularly on trade and economic matters. The 
aim is to ensure that there is limited disruption as 
much as possible to New Zealand businesses 
and people affected by any Brexit outcome.

There is currently significant contingency 
planning for a range of scenarios, including the 
possibility of a no-deal. There has been a focus 
on protecting existing market access to both the 
EU and the UK, including under the EU’s World 
Trade Organisation tariff rate quotas.  

There is ongoing communication with decision-
makers in the UK and EU to stress the 
importance of arriving at an outcome that leaves 
us no worse off. 

New Zealand is committed to negotiating a 
bilateral Free Trade Agreement (FTA) as early as 
possible once the UK is in a position to do so. 
The UK Government has identified New Zealand 
as a priority for free trade agreement negotiations 
following its departure from the EU.

Negotiations towards an EU-NZ free trade 
agreement will continue without the UK after it 
leaves the EU.  

These negotiations commenced in June 2018, 
and there have now been three rounds, with 
steady progress being recorded towards a 
conclusion of negotiations scheduled for the end 
of 2019.

Partnering with European Union countries 
represents a huge opportunity for New Zealand 
exporters, opening up a market with a combined 
population of half a billion people who consume 
about 11 per cent of our overall exports.

We will report on further progress when it is  
to hand.



Global Property  
Markets: Where  
are they going  
in 2019?

In New Zealand we are seeing pockets of 
price weakness in the domestic property 
market. But how does this country 
compare to the rest of the world?

T he last decade saw prices of property 
steadily track up with record prices being 

achieved in major cities around the globe.

There are now numerous emerging reports 
of significant downward price movements in 
the property market worldwide. In cities long 
regarded as expensive, values are declining by 
significant amounts.

Some of the most expensive markets in the 
world, such as Sydney, Melbourne, London, 
Vancouver and New York are all reporting 
significant downward price shifts. 

In Vancouver for example, prime property prices 
are reported to have dropped by 12% in the 
last year. Hong Kong, another city known to 
have experienced stellar price growth in recent 
times have also dropped approximately 9% 
since August last year. Sydney has also suffered 
significant price falls of 16% in the prime property 
market in that city. London, long regarded as one 
of the most expensive cities in the world, prime 
property prices have fallen 20% from their  
2014 peak.

Leading property sales and valuation firms 
have reported that these market conditions 
are common to other global cities as well. 
This observation has been supported by the 
International Monetary Fund who have noted 
that house price movements have become 
increasingly correlated around the world, and 
that the link is greater between big cities than 
between countries. This is because housing  
is seen as a more global asset class in its  
own right.

Other drivers of the prime property boom have 
also changed. For example in China, home to 
one sixth of the world’s new millionaires, it has 
become much more difficult to take substantial 
sums of money out of the country. The authorities 
in China have recently moved to crack down on 
enforcement of a limit of US$50,000 per person 
in foreign currency permitted to be taken out of 
the country at any one time. China is shaking 
down its super-rich for taxes and is zealous in its 
policing of capital outflows. This has significantly 
affected residential markets globally. In the USA, 
it is estimated that this has resulted in a 4% fall in 
sales by value in the last year. In Australia, where 
international buyers are restricted to new builds 
only, Chinese investment in new developments 
fell by 36% in 2018. In spite of this however, 
the Chinese still account for a quarter of global 
buyers in that market, the same as in London.

There have been shifts in political thinking as 
well. In many countries, politicians have reacted 
to unhappy locals, who have found themselves 
priced out of their own domestic property 
markets. This has led to a variety of changes in 
property laws which have introduced measures 
aimed at cooling local markets. This has led to a 
combination of non-resident property taxes, and 
imposition of transaction taxes in some countries, 
and in New Zealand’s case, a complete ban on 
foreign purchases of existing homes with the 
exception of Australian and Singaporean citizens.
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Property used to be thought of as an inflation 

hedge. But in recent years it has become a 

substitute for low-yielding Treasury bonds—an 

asset class generally thought to be a safe  

asset in which the globally mobile can store  

their wealth. 

After years of sustained rapid price rises, houses 
in the most favoured global markets are now 

significantly overvalued. Rising bond yields, 

tighter mortgage credit conditions, and shifting 

politics are now combining to push prices down.

As mentioned earlier in this article, the value 

of homes in the more expensive parts of 

global cities move in sync because they have 

become a distinct asset class. Private-equity 

firms and investment trusts, not just individuals, 

own them. Prices in such cities are explained 

more by global factors, such as the yields on 

the safest government bonds, than by local 

conditions. This global influence is particularly 

noticeable in financial centres that are open 

to capital flows, such as London, New York, 

Toronto and Sydney. It has also extended into 

smaller European cities, such as Amsterdam.

Demand in recent times from emerging markets 

such as China and Russia has been growing. 

Buyers have been willing to pay premiums 

to secure a safe place for their savings (or 

for that matter, a bolthole for themselves). 

Cristian Badarinza of the National University 

of Singapore and Tarun Ramadorai of Imperial 

College London have shown that political 

trouble in Russia, parts of Africa and the Middle 

East predicts a rise in the price of prime London 

property. The same sort of influence is also 

found in less expensive parts of London, says 

Mr Ramadorai.  

For instance, property prices in London suburbs 

such as Hounslow and Southall, which have lots 

of settlers from South Asia, picked up in  

the early 2000’s, a period of political tensions  

in India.

Foreign demand has spill-overs. If an Oligarch 

(a very rich business leader with a great deal 

of political influence, especially in Russia) buys 

a house in any given area, it can drive up the 

prices of smaller properties nearby. Foreign 

buyers, mostly from China, have been a force 

behind booms in the big cities of Australia  

and Canada.

But the tide has now changed. Global cities now 

look very dear. The rental yield on investment 

homes worldwide fell below 5% for the first time 

ever in 2016, according to MSCI IPD, a financial 

information firm. House prices relative to 

incomes are well above their long-run average in 

Amsterdam, Auckland, London, Paris, Sydney 

and Toronto.

And prices are falling in some of the dearer 

cities in response to a variety of forces. The yield 

on Treasury bonds, the world’s benchmark safe 

asset, is rising. A tightening of credit standards 

on mortgages in Australia and Canada has 

squeezed housing in cities there. Current 

uncertainty about Brexit has made London a 

place of political risk rather than a refuge from it. 

A corollary of stronger links between global 

cities is a kind of “waterbed” effect. For 

instance, when taxes were levied on foreign 

homebuyers in Vancouver in 2016, the market 

cooled there, but in contrast, Toronto took off. 

There are buyers who will compare prices in say, 

Mayfair in London and Park Avenue, New York. 

They are looking for value. But based on current 

global property market statistics, it is now 

becoming very scarce. The market seems to be 

turning. Those people who bought at the peak, 

or who are hoping to sell, will need to adjust to a 

new reality.

After years of sustained rapid 
price rises, houses in the most 
favoured global markets are 
now significantly overvalued.


