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Why Nikko Asset Management NZ?

As a dedicated global investment manager Nikko AM NZ pairs
local knowledge and experience with significant global
resources. The Nikko group manages around US$200 billion
globally, including around NZ$5 billion in New Zealand.

Fund overview

The Fund aims to provide investors with regular income by
constructing an actively managed investment portfolio of New
Zealand bonds, deposits and cash with the potential for capital
gain from New Zealand dollar fixed interest markets.

Benchmark
Bloomberg NZBond Govt 0+ Yr Index

Performance objective

The aim is to outperform the benchmark by 1.00% per annum
before fees, expenses and taxes over a rolling three year
period.

Risk indicator

Lower risk
Potentially lower returns

Higher risk
Potentially higher returns

Standard deviation of returns before tax and after fees over a rolling 5 years to
the last calendar quarter

Asset allocation

Govt &
Govt Depts
29.19
Local o
Authorities
18.4%
NZ
Corporate Registered
Bonds Banks
17.2% 35.2%

Portfolio management team

Fergus McDonald is Head of Bonds and
Currency and is responsible for the investment
of the Bond, Cash and Currency mandates.
Fergus has been actively involved in the NZ
financial markets since 1981.

The portfolio management team for the domestic fixed income
funds includes lan Bellew, Fixed Income Manager and Tim O’Loan,
Fixed Income Analyst.

Performance returns

Gross' Benchmark Net?
1 month 0.59% 0.86% 0.50%
3 months 0.77% 0.45% 0.58%
1 year 5.70% 4.49% 4.90%
2 years 4.04% 2.72% 3.25%
3 years (pa) 5.01% 4.00% 4.16%
5 years (pa) 5.26% 3.88% 4.40%
10 years (pa) 7.06% 5.91%

1. Gross returns are before the deduction of fees and taxes
2. Net returns are before tax but after the deduction of fees and expenses
including tax credits (if any).

Five year cumulative performance (gross)
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NIKKO AM NZ BOND FUND

Credit quality (% of fund)

AAA 9.4%
AA 66.9%
A 19.6%
BBB 4.1%
Top 5 corporate issuers (% of fund)*

NZ Local Government Funding Agency 12.5%
Bank of New Zealand 7.7%
Fonterra Cooperative Group 6.3%
Westpac New Zealand 5.8%
ANZ Bank New Zealand 5.5%

* excludes central government

Duration and yield

Duration Fund 4.07 years vs benchmark 4.74 years
Yield Fund (gross) 3.12% vs benchmark 2.29%
Key fund facts

Strategy launch date Buy/sell spread

October 2007 nil

Strategy FUM Distributions

$324.9m Calendar quarter

Fund structure Benchmark

PIE fund — wholesale and retail  Bloomberg NZBond Govt 0+ Yr
Fees in retail fund: Index

Management fee 0.60%p.a Hedging

All investments will be in New
Zealand dollars

Expenses (maximum) 0.25%p.a
Expenses (current) 0.125%p.a

Market commentary

The Bloomberg NZ Government Bond Index returned 0.86% for
March. The Bloomberg Credit Index returned 0.31% and the
Bloomberg 1-10 year swaps returned 0.64%.

The quarter ended on a positive note for bonds as the move
higher in global bond yields paused and interest rates moved
lower in vyield. Market risk appetite waned in response to
increased global trade tensions, sentiment that global growth is
losing some momentum and another interest rate hike from the
US Fed. As risk appetite soured global government bond markets
were well supported and government bonds and higher rated
assets were the best performers while high yield was out of favour
in offshore markets. Carrying on from February market volatility
was higher but mainly confined to equities, although there was
some spillover of negative sentiment to credit and credit margins
have pushed wider.
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The NZ bond market continued to perform well in comparison to
offshore bond markets with rates not moving as high initially in
the selloff move and then moving lower in yield with the US 10-
year bond. NZ Credit also performed better, not widening in
spread to the same degree as offshore credit markets. Our
interest rates are now quite low in comparison to the US.

Across the NZ bond sectors returns were mixed with a reasonable
move lower in interest rates benefiting longer duration positions.
Longer duration government bonds were the best performers
with larger moves lower in yield, from 13-23 basis points whereas
short maturity government bonds lagged in performance
finishing only 2-5 basis points lower in yield .

Swap rates underperformed, widening slightly in margin to
governments, but the shape of the curve had a reasonably large
flattening with the spread between the 2 and 10 year swap rates
falling from 1.04% to 0.84% and is now closer to the low end of
the recent range.

Credit struggled in comparison as margins were marked higher,
however our credit holdings are biased to higher quality and the
repricing in NZ credit markets was relatively benign compared to
offshore and high yield bonds. Over previous months we have
moved lower in our credit holdings through selling bonds that
were in demand and expensive, in addition the duration of our
credit holdings has shortened. At this stage we are not overly
negative on the prospects for credit and margin widening may
offer some opportunities as popular issuer names had become
expensive in the secondary market with an ongoing shortage of

supply.

The NZ economy continues to perform well. We have forecast a
low and stable cash rate and the expected slowdown in many of
the supportive factors hasn’t been that evident; house prices,
commodity prices, immigration, employment, confidence and
general activity all remain relatively robust. One of the big
questions for bond markets remains expectations for inflation
although we don’t have much higher inflation outcomes or
interest rates as a base case at this stage.

Fund commentary

The fund underperformed the NZ government benchmark.
Government bonds were the best performers while swap and
credit struggled in comparison. The moderate short duration
positioning was a negative as yields moved lower.

Compliance

The Fund complied with its investment mandate, SIPO and trust
deed during the month.

Important Information

This document is issued by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP No. FSP22562), the investment manager of the Nikko AM NZ Investment Scheme
and the Nikko AM NZ Wholesale Investment Scheme. This information is for the use of researchers, financial advisers and wholesale clients. This material has been prepared without
taking into account a potential investor's objectives, financial situation or needs and is not intended to constitute personal financial advice, and must not be relied on as such. Recipients
of this document, who are not wholesale investors (in accordance with Schedule 1, Clause 3 Financial Markets Conduct Act 2013), or their duly appointed agent, should consult an
Authorised Financial Adviser and the relevant Product Disclosure Statement. Past performance is not a guarantee of future performance. While we believe the information contained in
this presentation is correct at the date of presentation, no warranty of accuracy or reliability is given and no responsibility is accepted for errors or omissions including where provided by
a third party. For full details on the fund, please refer to our Product Disclosure Statement on nikkoam.co.nz.
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