
The Evolving ETF Landscape in NZ | 2016
Aaron Jenkins, Head of NZX Funds Management, NZX



• History of NZ ETF Market

• Recent developments

• Types of ETF structures used in 
NZ

• What is next?
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Disclaimer

3SMARTSHARES LTD 2016

Smartshares Limited (’Smartshares’), a wholly owned subsidiary of NZX Limited (’NZX’), is the issuer and manager of the 
Smartshares Exchange Traded Funds ('Funds'). While care has been taken to supply information that is accurate, none of 
Smartshares, NZX, any of their related companies, their directors or any other person guarantees the Funds, any 
investment in the Funds, or any returns on an investment in the Funds, or gives any warranty of reliability or accuracy, or 
accepts any responsibility arising in any way including from any error or omission. Past performance is not indicative of 
future performance and is not guaranteed by any party. Returns over different periods may differ.

Units in the Funds have been accepted for quotation on the NZX Main Board by the Special Division of the NZ Markets 
Disciplinary Tribunal that regulates Smartshares and will be quoted upon completion of allotment procedures. The NZX 
Main Board is a licensed market operated by NZX, a licensed market operator regulated under the Financial Markets 
Conduct Act 2013. However the Special Division accepts no responsibility for any statement in this advertisement. None 
of Smartshares, NZX nor any other person associated with this offer guarantee the return on the underlying index or 
guarantee a return on, or investment in, the Fund. All currency is in New Zealand dollars unless otherwise stated.

For further information, please review the investment statements for the funds located at smartshares.co.nz/invest-now



Where did it all begin?

US – 1993, SPDR 
S&P 500 ETF (SPY) 

Europe – 2000, iShares 
Euro STOXX 50 UCITS ETF 
(EUN)

Japan – 1995, 
Nikkei 300 Stock 
Index Listed Fund 
(1319)

Canada – 1990, Toronto 35 Index 
Participation Fund, now known as 
the iShares S&P/TSX 60 Index Fund 
(XIU)

Asia Pacific – 1999, HK 
Tracker Fund (2800)

LatAm – 2002, iShares 
NAFTRAC (NAFTRAC)

China – 2005, China AMC 
China 50 ETF (510050)

Australia – 2001, SPDR 
S&P/ASX 200 (STW)

MEA – 2000, 
SATRIX40 (STX40) South Korea – 2002, 

Samsung KODEX 200 ETF 
(069500

New  Zealand –
1996, SmarTENZ 
NZSX 10 (TNZ)
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Global ETF and ETP Growth June 16

SMARTSHARES LTD 2016 5



SMARTSHARES LTD 2016

Australia ETF and ETP Growth June 16
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NZ ETF Market – 1996-2013
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• Liquidity and spread

• Lack of choice

• Fees
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What 
affected 
growth in 
NZ?



• How liquid is the underlying 
market?

• Underlying liquidity determines 
ETF unit liquidity

• Presence of market making and 
basket creation process aid 
liquidity
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Liquidity



ETF Spreads – 2013 v 2016
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BALANCED PORTFOLIO EXAMPLE

* Average asset weightings in NZ balanced PIE funds as at 30/06/15 sourced from FundSource Ltd 11SMARTSHARES LTD 2016



1212* An example of a balanced portfolio. For example purposes only and should not be used as investment advice. 12SMARTSHARES LTD 2016

Australasian Equity (18%) *
9 Smartshares ETF options 
including:
New Zealand Top 50 (FNZ) 
Australian Dividend (ASD)



1313* An example of a balanced portfolio. For example purposes only and should not be used as investment advice. 13SMARTSHARES LTD 2016

International Equity (27%) *
9 Smartshares ETF options 
including:
US 500 (USF) 
Total World (TWF)  



1414* An example of a balanced portfolio. For example purposes only and should not be used as investment advice. 14SMARTSHARES LTD 2016

Fixed Income (33%) *
New Zealand Bond (NZB)
Global Bond (GBF)



1515* An example of a balanced portfolio. For example purposes only and should not be used as investment advice. 15SMARTSHARES LTD 2016

Cash (12 %) *
New Zealand Cash (NZC)



1616* An example of a balanced portfolio. For example purposes only and should not be used as investment advice. 16SMARTSHARES LTD 2016

Property (6%) *
Australian Property (ASP)
New Zealand Property (NPF)
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Benefits of 
an ETF

• Diversification

• Lower costs

• Access

• Liquidity and transparency

• Tax
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ETF 
structures in 
NZ 

Source : http://us.spindices.com/indices/equity/sp-nzx-real-estate-select
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ETF 
structures in 
NZ 

Source : http://us.spindices.com/indices/equity/sp-nzx-real-estate-select

• Index funds

• ETF over ETF

• Active funds
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ETF 
structures in 
NZ –
Index Funds

Source : http://us.spindices.com/indices/equity/sp-nzx-real-estate-select



WHAT DOES $10K INVESTED LOOK LIKE?

* Based on a $10,000 investment in the New Zealand Top 10 Fund (TNZ) as at 8 August 2016 23
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ETF 
structures in 
NZ – ETF 
over ETF

Source : http://us.spindices.com/indices/equity/sp-nzx-real-estate-select

• ETF that invests in a single 
Vanguard Fund

• Simplifies offshore investment
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ETF 
structures in 
NZ – Active 
Funds

Source : http://us.spindices.com/indices/equity/sp-nzx-real-estate-select

• Active Fund Manager

• ETF wrapper

• Benefits of access, liquidity and 
low cost



NZ ETF Growth 

SMARTSHARES LTD 2016

As at 7 August 2016
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Global asset class breakdown 
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• Robo-advice

• “Smart Beta” or “Factor Index” 
ETFs

• Expansion of currency hedged 
options
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What next
in NZ?



• NZ an early adopter but slow to 
grow ETF market

• Recent step change in ETFs 
offered in NZ improving spread 
and fees

• Or think of it like this…

Smartshares Ltd 2015 29

Summing up



More ETF
Less WTF



Thank you for investing your time



Global Equity Funds
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FUND NAME TICKER UNIT PRICE UNDERLYING 
VANGUARD ETF AUM (M) MGMT FEE 

% DISTRIBUTIONS

US 500 USF $5.57 VOO $90.6 0.30 Quarterly

US Large Value USV $2.44 VTV $31.9 0.45 Quarterly

US Large Growth USG $3.13 VUG $32.5 0.45 Quarterly

US Mid Cap USM $3.59 VO $25.6 0.45 Quarterly

US Small Cap USS $3.38 VB $24.4 0.45 Quarterly

Europe EUF $1.33 VGK $83.9 0.45 Quarterly

Asia Pacific APA $1.65 VPL $44.9 0.45 Quarterly

Emerging Markets EMF $1.03 VWO $38.4 0.45 Quarterly

Total World TWF $1.68 VT $26.4 0.45 Quarterly

As at 2 August 2016



Australasian Equity Funds
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FUND NAME TICKER UNIT PRICE # OF 
CONSITUENTS AUM (M) MGMT FEE 

% DISTRIBUTIONS

NZ Top 50 FNZ $1.97 50 $195.3 0.75 Semi-Annual

NZ Top 10 TNZ $1.24 10 $60.9 0.60 Semi-Annual

NZ Mid Cap MDZ $3.73 37 $59.8 0.75 Semi-Annual

NZ Dividend DIV $0.99 25 $20.9 0.54 Quarterly

NZ Property NPF $1.07 7 $42.8 0.54 Quarterly

Aus Top 20 OZY $3.21 20 $81.0 0.60 Semi-Annual

Aus Mid Cap MZY $5.03 51 $65.2 0.75 Semi-Annual

Aus Dividend ASD $1.54 50 $56.4 0.54 Quarterly

Aus Property ASP $1.30 17 $39.3 0.54 Quarterly

Aus Resources ASR $2.36 28 $14.6 0.54 Semi-Annual

Aus Financials ASF $6.99 28 $19.3 0.54 Quarterly

As at 2 August 2016

FUND NAME TICKER UNIT PRICE # OF 
CONSTITUENTS AUM (M) MGMT FEE 

% DISTRIBUTIONS

NZ Top 50 FNZ $2.29 50 $204.6 0.75 Semi-Annual

NZ Top 10 TNZ $1.52 10 $81.3 0.60 Semi-Annual

NZ Mid Cap MDZ $4.14 37 $72.1 0.75 Semi-Annual

NZ Dividend DIV $1.15 25 $27.0 0.54 Quarterly

NZ Property NPF $1.15 7 $49.1 0.54 Quarterly

Aus Top 20 OZY $3.35 20 $87.3 0.60 Semi-Annual

Aus Mid Cap MZY $5.98 51 $84.9 0.75 Semi-Annual

Aus Dividend ASD $1.59 50 $62.9 0.54 Quarterly

Aus Property ASP $1.43 17 $48.0 0.54 Quarterly

Aus Resources ASR $3.09 28 $18.8 0.54 Semi-Annual

Aus Financials ASF $7.20 28 $20.3 0.54 Quarterly



Fixed Income Funds
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FUND NAME TICKER UNIT PRICE INVESTMENT 
MANAGER AUM (M) MGMT FEE 

% DISTRIBUTIONS

NZ Bond NZB $3.06 Nikko $204.5 0.54 Quarterly

NZ Cash NZC $3.00 Nikko $125.4 0.33 Quarterly

Global Bond GBF $3.14 Pimco $130.8 0.54 Quarterly

As at 2 August 2016
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To consider 
when 
investing 
offshore

• What margin are you paying on 
FX conversions?

• Can you reinvest dividends?
• Can you file W8-BEN form - may 

not be possible if held in custody?
• Brokerage rate on global trading?
• Custody charges when holding 

offshore equities?
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ETF Liquidity 
YTD

• $172m + market trades

• NZ Top 50 - $32m

• Aus/NZ Mid Cap - $33m

• US 500 - $20m

• Aus/NZ Prop $13m

• Fixed Income - $7.5m
• As at 31 July 2016



•smartshares.co.nz
•nzx.com 
•us.spindices.com/
•investor.vanguard.com/home/

Smartshares Ltd 2015 37

ETF 
information 
sources

http://www.nzx.com/
http://www.nzx.com/
http://us.spindices.com/
https://investor.vanguard.com/home/


Main players June 16
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• New Zealand’s only issuer of 
Exchange Traded Funds (ETFs) 

• 15,000+ unit holders 

• NZD $1.6b under management

Smartshares Ltd 2015 39

Smartshares 
overview



• Spread % - Spread / MPPrice

• Spread – Best (lowest) ask 
price minus best (highest) bid 
price, time weighted over the 
interval 

• MPPrice – Bid/ask midpoint 
price, time-weighted over the 
interval

Smartshares Ltd 2015 40

Liquidity 
calculation
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