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Free-falling financial markets have
pounded the $12 billion New Zealand
Superannuation Fund and raised
questions about its future
management. Chris Barton reports

CRACKS
IN THE
NEST EGG

N THEIR 2008 annual report, the

Guardians of New Zealand Super-

annuation nonchalantly mention

their big blunder: “We estimated
that the Fund return (after costs, but
before tax) would be 8.1 per cent. The
actual return was minus 4.92 per cent.” As
Homer Simpson moments go, a fairly spec-
tacular “Doh!”

That was June 2008. But, as the Guard-
ians point out, in the wider scheme of
things an almost 5 per cent loss isn’t so bad.

“While disappointing, this year’s
return came after four years of strong per-
formance results and was within the range
of our expectations. Based on our model-
ling of the Fund’s risk and return char-
acteristics, we would expect a performance
like this perhaps one in every 15 years.”

That's a relief. Except that they’re
wrong again. Unless manna falls from
heaven in the next few months, 2009 is
going to be another “one in every 15
years”, only much worse. For the first six
months of the 2008/9 year, the Fund is
showing a return of minus 23.12 per cent.
The Guardians had estimated plus 6 per
cent. That’s a lot of doh!

Getting it wrong like this can be disas-
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trous — in this instance wiping $4.184
billion off the value of the Super Fund in
the past 18 months. The fund was designed
to help with the burden of paying univer-
sal superannuation to the droves of baby
boomers who begin retiring in 2010. The
concern for the boomers is just what a pro-
longed recession and continued fund losses
will do to the quality of their retirement.
The boom generation could be facing a
retirement that’s bust.

Never mind. Employer-based super-
annuation schemes, including the much
heralded Kiwisaver, will save the boomers’
retirement days. Or maybe not.

Morningstar Research shows that of
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