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Introduction
Welcome to the 39th
edition of the Deloitte
South Island Index.
In this edition we reflect on
the performance of South
Island listed companies
during the most recent
quarter and look back over
the past twelve months to
30 September 2017.

The Deloitte South Island Index continued
its spring forward with another solid
performance for the third quarter of the
2017 year with a gain of 3.9%. The latest
quarterly result adds to strong results
captured in the first two quarters of
the 2017 calendar year, and allowed the
Deloitte South Island Index to recuperate
the loss recorded in the December 2016
quarter. Overall the Deloitte South Island
Index achieved an excellent result for the
twelve months to 30 September 2017,
gaining $1,349.5 million (6.9%), with the
Deloitte South Island Index once again
ending the period at its highest point since
its inception.
Movements in September 2017
The month of September resulted in
a small gain with the Deloitte South
Island Index increasing by 0.6%. Over
the same period, the Dow Jones was the
best performer gaining 2.1%, while the
other indices tracked also achieved small
increases, with the S&P/NZX 50 Capital
Index climbing 0.4% and the ASX All Ords
rising 0.2%.
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Quarterly movements – Q3 2017
The Deloitte South Island Index increased
by $787.0 million (3.9%) in market
capitalisation for the third quarter of 2017.
This result was shaped by the superb
result in the Primary and Property sectors
which grew by $489.4 million and $449.9
million respectively.
Annual movements – September 2016
to September 2017
The Deloitte South Island Index gained
an excellent $1,349.5 million (6.9%)
during the year to 30 September 2017 –
recovering from its 5.2% decline in the
December 2016 quarter to record this
solid result. Comparatively, the Dow Jones
was the outstanding performer for the
twelve months with growth of 22.4%,
while the ASX All Ords grew by a minor
4.0% and the S&P/ NZX 50 Capital Index
gaining a modest 3.7%.
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Executive Summary
The Deloitte South Island Index had a solid performance
over the past twelve months to 30 September 2017 and
demonstrated in the most recent quarter that it still has
a spring in its step.
Over the year the number of companies in
the Deloitte South Island Index increased
by two to thirty one participants. Syft
Technologies Limited listed on the Unlisted
Market in April 2017 and New Zealand King
Salmon Investments listed on the NZX
during October 2016.

•• The top five contributors to the overall
growth in dollar terms were Synlait Milk
(up $657.8 million), Meridian Energy
(up $627.9 million), Heartland Bank
(up $222.2 million), New Zealand King
Salmon Investments (up $91.2 million)
and Arvdia Group (up $76.2 million).

Year to 30 September 2017
The key points for the year to 30
September 2017 include:

Quarter to 30 September 2017
Key points for the third quarter of 2017
include:

•• The Deloitte South Island Index increased
by $1,349.5 million (6.9 %). The individual
results show that 16 of the 31 companies
in the Index grew during the past 12
months. In comparison to the S&P/NZX
50 Capital Index and indices of New
Zealand’s major trading partners, the
Deloitte South Island Index’s gain of 6.9%
topped the other indices tracked with the
exception of the Dow Jones’ exceptional
growth of 22.4%. Over the same twelve
months, the S&P/NZX 50 Capital Index
achieved growth of 3.7%, and the ASX All
Ords gained 4.0%.

•• The Deloitte South Island Index
increased by $787.0 million (3.9%) during
the quarter to 30 September 2017. In
comparison, over the same period, the
ASX All Ords was the only index tracked
to drop, falling 0.3%, meanwhile the S&P/
NZX 50 Capital Index and the Dow Jones
experienced growth of 2.8% and 4.9%
respectively.

•• Four of the seven sectors achieved
growth in their market capitalisation
over the year to 30 September 2017.
The Primary sector led the way with
impressive growth of 40.6% while at
the other end the Manufacturing and
Distribution sector dropped 3.7% over
the same period.
•• The Top Three companies in the Index,
all with market capitalisation greater
than $2.0 billion, collectively grew
1.4% over the twelve months to 30
September 2017.

•• The top performers in dollar terms
in the quarter include Ryman
Healthcare (up $490.0 million), Synlait
Milk (up $428.3 million), Kathmandu
Holdings (up $68.0 million), Scales
Corporation (up $54.7 million) and
Heartland Bank (up $30.0 million).

•• In percentage terms the solid quarter
can be attributed to the largest ten
members in the Index with the largest
ten companies collectively growing
by $806.9 million (4.4%), while the
remaining 21 companies collectively
declined by $19.9 million (1.2%). The
smallest ten companies on the Index
declined by 4.8%.

The Deloitte South
Island Index increased by
$1,349.5 million (6.9%). The
individual results show that
16 of the 31 companies
in the Index grew during
the past 12 months.

•• Four of the seven sectors posted
positive movement in the quarter
to 30 September 2017 – being the
Primary sector (up 22.8%), Retail
sector (up 14.5%), Property sector
(up 9.8%) and the Other sector (up
0.9%). The remaining three sectors
were pulled down due to one company
in each of the respective sectors
experiencing a decline for the quarter.
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Looking back
Overview
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The South Island Index has been produced
quarterly since March 2008. It has followed
the movement in market capitalisation
of the companies in the Index from 31
December 2006 to 30 September 2017.
Over this period, the Index as a whole has
increased by 203.2%. A lot of this growth
can be attributed to the performance of
the largest three companies in the Index.
To illustrate this clearly we have provided
additional analysis for these companies in
the following Top Three section.
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In comparison, no other index tracked has
achieved anything on par with the Index’s
performance since its inception. The Dow
Jones is the closest challenger however
its excellent 22.4% gain in the last twelve
months wasn’t enough to close its gap with
the Deloitte South Island Index. The Dow
Jones has grown 79.8% since the inception
of the Deloitte South Island Index. The
S&P/NZX 50 Capital Index increased 16.3%
over the same period. Meanwhile the ASX
All Ords continues to battle its way upward
since its low point in February 2009, having

recovered to its December 2006 starting
point in December 2016, achieving
a current gain of 4.0% for the last 12
months.

17

The Deloitte South Island Index | 39th Edition

The Top Three
Deloitte South Island Index
Movement of Top Three companies (past three years)
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The three largest companies in the Deloitte
South Island Index, Ryman Healthcare,
Meridian Energy and EBOS Group, provide
the Index with significant weight. During
the September 2017 quarter, for the first
time, a fourth Index participant, Synlait
Milk, exceeded $1.0 billion in market
capitalisation.

the year in review with no growth in the
December 2016 quarter, then had two
strong quarters in succession increasing
market capitalisation by 3.9% and 7.7% in
the June 2017 and March 2017 quarters
respectively. The two gains was enough
to outweigh the decline recorded in the
September 2017 quarter of 2.2%.

Over the past three years all of the
Top Three companies on the Deloitte
South Island Index have had significant
gains with Meridian Energy up $3.6
billion (99.0%), EBOS Group gaining $1.2
billion (89.9%) and Ryman Healthcare
increasing by $730.0 million (18.7%) in
market capitalisation over the period. In
comparison, the remainder of the Index
grew by $2.1 billion (54.8%).

EBOS Group returned the largest decline
of the Top Three over the past twelve
months, falling 8.8%, a decrease in market
capitalisation of $250.6 million over the year.
EBOS Group grew in the March 2017 quarter,
starting the 2017 calendar year off in good
stead, however fell in all the other quarters.
During the December quarter EBOS Group
finalised the merger of its Chemart business
with Terry White Group. The merger resulted
in the company managing one of Australia’s
largest retail pharmacy networks with
approximately 500 pharmacies. During the
June 2017 quarter EBOS demonstrated
its ongoing growth aspirations with an
announcement to the market it had entered
into a binding agreement to acquire HPS,
Australia’s largest provider of outsourced
pharmacy services to hospitals.

Meridian Energy was the only company in
the Top Three companies in the Deloitte
South Island Index that recorded growth
in the past twelve months, gaining
$627.9 million (9.4%) after its share price
appreciated by $0.245 to $2.845. However,
when broken down into the quarterly
performances, Meridian Energy started

Ryman Healthcare also declined over the
last twelve months, decreasing by $180.0
million in market capitalisation, a fall of
3.7%. Ryman Healthcare results alternated
in each quarter, starting its first quarter of
the year in review with a 15.8% decline. The
second quarter saw a 3.7% gain, which was
followed by a further decline of 1.4%, and
a strong gain of 11.8% in the most recent
quarter.
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Deloitte South Island Index
Top Three companies - Quarterly movements ($ terms)
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Over the past three years all of the Top Three companies on
the Deloitte South Island Index have had significant gains with
Meridian Energy up $3.6 billion (99.0%), EBOS Group gaining
$1.2 billion (89.9%) and Ryman Healthcare increasing by $730.0
million (18.7%) in market capitalisation over the period.
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Growth in Market Capitalisation
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Balance of the Index
Over the past twelve months, outside
of the Top Three, the companies in
the Deloitte South Island Index had a
satisfactory year with 15 of the companies
achieving gains in market capitalisation, 12
decreasing and 1 company remaining at its
30 September 2016 level.
Growth in Market Capitalisation
The outstanding performer on the Deloitte
South Island Index over the past 12
months was Synlait Milk with a remarkable
increase of $657.8 million (124.0%) in
market capitalisation. Synlait Milk has built
on each quarter’s results throughout the
twelve month period making gains in all
four quarters, with the greatest gain being
56.4% in the most recent quarter.
The annual result moved Synlait up
one place to become the fourth largest
company in the Deloitte South Island Index
as the company exceeded the $1.0 billion
mark in market capitalisation. During the
past twelve months Synlait Milk reported
its annual financial results for the year
ending 31 July 2017, recording double digit
growth in both profit and revenue. Synlait
Milk also announced during the year that
its partnership with the a2 Milk Company
has continued to grow in volume and
value with confirmation received in late
September that their brands and recipes
have gained registration in China.

Heartland Bank also had an excellent
year with the company growing by $222.2
million (30.6%) in the twelve months to 30
September 2017 with solid growth in all four
quarters of the year. The company released
its annual results to 30 June 2017 during
the September 2017 quarter, announcing
a Net Profit After Tax of $60.8 million up
12.0% on the prior year’s results. The 2017
Annual Report noted that the increase in
profitability was driven primarily by strong
growth in receivables combined with a
continued strong net interest margin. Also
during the year the company announced a
25% shareholding in Fuelled Limited.
New Zealand King Salmon Investments was
another top performer for the year to 30
September 2017 increasing every quarter,
gaining $91.2 million (59.0 %) in market
capitalisation. The company has not issued
any additional shares since listing on the
NZX in October 2016 however the share
price has increased by $0.66 to $1.78 per
share over the 12 month period ending 30
September 2017.

The outstanding
performer on the Deloitte
South Island Index over
the past 12 months
was Synlait Milk with a
remarkable increase of
$657.8 million (124.0%)
in market capitalisation.
Synlait Milk has built on
each quarter’s results
throughout the twelve
month period making
gains in all four quarters,
with the greatest gain
being 56.4% in the most
recent quarter.
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Declines in Market Capitalisation
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Decline in Market Capitalisation
The Deloitte South Island Index had an
acceptable year during the twelve months
to 30 September 2017 with less than half of
the 31 companies experiencing a decline in
market capitalisation.
Silver Fern Farms suffered the most,
dropping $54.2 million (49.5%) over the
period. During the beginning of 2017,
China’s Shanghai Mailing completed its
purchase of a controlling stake in Silver
Fern Farms. In July 2017 Chief Executive,
Dean Hamilton noted in the company
newsletter that, “A combination of the
Shanghai Maling investment, improved
profitability and lower inventory has seen
a material improvement in our capital
position. As at mid-July, we actually had
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cash in the bank and nil net borrowings.
The business has never been in a stronger
financial position.”
Skyline Enterprises also had a disappointing
twelve months as its share price
experienced the ups and downs of the
market during the period as it fluctuated
from quarter to quarter, ending the
year to 30 September 2017 down $46.0
million (5.4%). The company announced in
February 2017 the opening of its $20 million
luge development in Tongyeong City, South
Korea. The project is believed to be the
largest direct capital investment in South
Korea by a New Zealand company.
Marlborough Wine Estate Group, one of
the companies listed on the NZX’s NXT

exchange, was another company to
suffer a decline during the twelve months
to 30 September 2017, only achieving
one positive quarter during the period,
decreasing over the year by $27.9 million
(27.6%) in market capitalisation.
Marlborough Wine Estate Group’s
released their annual results to June 2017,
its first full financial year as a NXT listed
company. Total sales of $3.8 million were
down on the previous year’s result of
$7.4 million as the 2016 financial results
included a large amount of one off bulk
wine sales, with Marlborough Wine Estate
Group now focused on developing its
bottled wine business.
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The Quarter
to 30 September 2017
The Top Three
Over the most recent quarter, Ryman
Healthcare’s increase in market
capitalisation made it the Deloitte South
Island Index’s top performer with the
company gaining $490.0 million (up 11.8 %)
for the quarter. During the quarter Ryman
Healthcare was ranked the eighth best
performing healthcare company in the
world by global management consulting
firm, Boston Consulting Group. The strong
quarter is a reflection of the expansion
plans that the company announced at its
July Annual Meeting. Ryman Healthcare
announced that it has five villages under
construction and another eleven in the
pipeline as it gears up for a step-change in
the growth of the population aged over 75
in New Zealand and Australia.
Meridian Energy was not able to follow
up on its previous quarter’s standout
performance as it finished the 30
September quarter down $166.6 million
(2.2%) in market capitalisation. The decline
was the Deloitte South Island Index’s
largest fall in dollar terms for the quarter.
These results are less favourable than the
June 2017 quarter as the combination of
warmer temperatures, lower demand and
increased rainfall (water storage) were
noted in Meridian Energy’s July and August
monthly operating reports.
EBOS Group experienced a minor 1.7%
decline as its share price fell $0.09 to $17.13
per share, equating to a decrease in market
capitalisation of $45.5 million for the
quarter to 30 September 2017.
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At the beginning of the quarter EBOS
Group released their full year results.
For the year ended 30 June 2017, EBOS
recorded a 7.4% increase in group revenue,
and underlying net profit after tax growth
of 9.1% was reported for the period. Strong
profit growth was recorded by both the
Healthcare and Animal Care segments as
the Group realised the benefits from both
organic growth and strategic investments
undertaken in prior years. Also during
the quarter EBOS Group launched Black
Hawk Premium Pet Care in the New
Zealand market as part of their Animal
Care business and noted an extensive
marketing campaign to encourage pet
owners to join the real pet food movement
for pets. Black Hawk is a premium pet food
brand previously sold exclusively through
Australian pet stores and veterinary clinics.

Over the most recent
quarter, Ryman
Healthcare’s increase
in market capitalisation
made it the Deloitte
South Island Index’s
top performer with the
company gaining $490.0
million (up 11.8 %) for the
quarter.
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Balance of the Index
Growth in Market Capitalisation
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Outside the Top Three Companies, the
company with the largest gain was Synlait
Milk, which grew its market capitalisation
by $428.3 million (56.4%) to end the
quarter with a market capitalisation of
$1,188.2 million. Synlait Milk is only the
4th company on the Deloitte South Island
Index to exceed $1.0 billion in market
capitalisation. During the quarter Synlait
Milk announced the opening of a Research
and Development centre in Palmerston
North which will focus on launching new
high-returning dairy categories. John
Penno, Managing Director and CEO, stated
that, “The centre will have a real impact
on Synlait’s future. The team will help us
launch new high-returning dairy categories,
bring new product options to market and
contribute to ever-improving product
quality.”
Kathmandu Holdings also experienced
substantial growth for the quarter to 30
September 2017, growing $68.0 million
(16.5%) in market capitalisation. During the
quarter Kathmandu Holdings released their
2017 financial year results. Some financial
highlights include, an increase in sales of
4.6%, a 12% increase in EBIT and a $29.9
million reduction in Net Debt.

Scales Corporation achieved positive
results in the quarter to 30 September
2017, growing $54.7 million (11.8%) in
market capitalisation on the back of its
share price increasing by $0.38 to $3.70
per share. During September, Scales
Corporation announced its interim results
to 30 June 2017 and noted a small reduction
in both EBITDA and EBIT down 11% and 12%
respectively on the 30 June 2016 record
results. The company noted that this is
a reflection of the weather the Hawke’s
Bay had experienced; double the average
rainfall in two months of the growing
season as well as being impacted by ex
Cyclone Cook.

Kathmandu Holdings also experienced
substantial growth for the quarter to 30
September 2017, growing $68.0 million
(16.5%) in market capitalisation.

10

The Deloitte South Island Index | 39th Edition

Decline in Market Capitalisation
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Decline in Market Capitalisation
Arvida Group underwent the largest
decline outside of the Top Three companies
in the Deloitte South Island Index as its
market capitalisation decreased by $40.1
million (9.0%) for the quarter ended
September 2017. During September
Arvida Group announced a $106 million
acquisition of three villages, Mary Doyle
Lifecare (Havelock North), Strathallan
Lifecare (Timaru) and 50% of Village at the
Park Lifecare (Wellington). Completion of
the acquisitions is anticipated mid-October
on receipt of customary third-party
approvals.
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Pacific Edge underwent a disappointing
quarter as its market capitalisation
dropped by $15.9 million (7.8%) in the
quarter to September 2017. The company
held its annual meeting in August where
Chairman Chris Gallaher stated that, “Our
company is in a long game, the opportunity
before us is very significant and we are still
in early stages of our life cycle. We are now
on the cusp of realising this potential for the
benefit of our shareholders.”
Marlborough Wine Estates Group was
another company to undergo a drop in
market capitalisation, as it fell by $14.7
million (16.7%) in the quarter ended

September 2017. During September
Marlborough Wine Estate released its
2017 financial report. In the Executive
Chairman and CEO’s report it notes that
with a continued focus on long-term brand
development and international market
development it can significantly grow sales
volumes in the 2018 financial year.
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Sector Movements
Year to 30 September 2017
The past twelve months to 30 September
2017 has been a mixed bag of a year with
four sectors achieving growth and the
remaining three sectors suffering declines.
This is a slight deterioration compared with
the year to 30 September 2016 when only
the Energy & Mining and Biotechnology
sectors experienced a decline.

sector’s result would have been better
but for the poor performance of Smiths
City Group decreasing 12.5% over the
period. Kathmandu Holdings, overcame
the historic challenges facing the Retail
sector to grow 17.1% to take the company’s
market capitalisation to its highest point
since the November 2014 quarter.

The Primary sector was the standout
performer for the twelve months to 30
September 2017, growing an impressive
40.6%, led by Synlait Milk (up 124.0%) and
New Zealand King Salmon Investments
(up 59.0%). Five out of the nine companies
achieved growth. PGG Wrightson showed
its strength and stability to finish 9.4% up
despite facing adverse weather conditions
that effected the whole country.

The Energy & Mining sector finished the
period up 9.3% in what has a been a
difficult period for the sector. The positive
result was despite Aorere Resources
declining 86.8%. During August 2017
Aorere Resources announced it intended
to undertake a share plan offer to existing
shareholders in order to raise capital to
broaden its investment portfolio beyond
the existing interests in Chatham Rock
Phosphate and Asian Mineral Resources.
The remaining three sector participants
returned gains in market capitalisation for
the twelve months ending 30 September
2017, with Windflow Technology gaining
25.0%, Meridian Energy up 9.4% and
Chatham Rock Phosphate increasing
by 6.1%.

New entrant and Primary sector
participant, New Zealand King Salmon
Investments, made a strong showing
with its share price climbing 59.0% after
its listing, to finish the twelve months
to September 2017 with a market
capitalisation of $245.9 million.
New Zealand King Salmon Investments
raised $30 million in equity in their October
2016 IPO to invest in its production
capacity and working capital to establish
and grow its new sea farms and to
undertake operational improvements.
Both wine producers finished the
September year end down with
Marlborough Wine Estates Group having
declined by 27.6%, and Foley Family Wines
decreasing by 16.3%. The remaining
two companies in the sector, Silver
Fern Farms and SeaDragon, declined
by 49.5% and 14.0% respectively.
The Retail sector took out second
place for achieving growth in market
capitalisation, increasing 14.6% in the
twelve months to 30 September 2017. The

The Other sector’s result was lifted up
by Heartland Bank’s impressive gain of
30.6%, enabling the sector to finish 7.1%
up for the year ended September 2017.
Heartland Bank’s strong result in the
sector was supported by South Port New
Zealand’s growth of 2.6%. South Port New
Zealand reported a “better than expected
result given higher R&M [repairs and
maintenance] expenditure”. The company
also maintained the prior year’s record
Cargo volume of 3.05 million tonnes.
On the flip side of the Other sector’s
results, Moa Group and SLI Systems
both returned similar declines in market
capitalisation for the period, falling
46.6% and 48.9% respectively. SLI

Systems reportedly had a tough year
reorienting its sales strategy to align
with market demands. Syft Technologies
Limited and Skyline Enterprises also
returned percentage declines in market
capitalisation for the year ended
30 September 2017, 8.9% and 5.4%
respectively. New entrant Syft Technologies
Limited faced a declining market
capitalisation during the period from May
to August 2017, however finished strong
during September to regain the ground
it had lost since listing on the Unlisted
market. Connexionz was unchanged over
the period.
The Manufacturing sector included the
company with the largest percentage
decline on the Deloitte South Island
Index for the period, with Energy Mad
falling 90.3%, which contributed to the
sector’ decline of 3.7% for the twelve
months to 30 September. During May
2017 Energy Mad announced that it had
entered into an agreement relating to
the sale and purchase of its assets with a
proposed settlement date of November
2017. EBOS Group was the other sector
participant who also ended the period
with a decline, falling 8.8% for the period.
Skellerup Holdings and Scott Technology
both had commendable gains for the
period, increasing by 23.4% and 44.9%
respectively. Skellerup Holdings noted in
its 2017 annual report an 8% increase in
Net Profit After Tax on the prior year and
has been taking advantage of the benefits
of the improved milk price and relatively
low oil and gas prices. Scott Technology
returned its highest level of market
capitalisation during the period and hinted
at additional acquisitions and expansion of
its existing facilities.
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The Property sector declined by 2.0% as
Ryman Healthcare, a Top Three participant,
dropped 3.7% adversely impacting the
sector. The remaining retirement and
healthcare provider Arvida Group grew
by a solid 23.0% over the previous twelve
months.
The Biotechnology sector’s result over the
twelve month period to 30 September
2017 was influenced by BLIS Technology’s
decline of 42.1% resulting in an overall
sector decline of 2.6%. The other two
sector participants increased their market
capitalisation, with Pharmazen up 42.9%
and Pacific Edge gaining 7.0%. During the
period, Pacific Edge announced that it
had extended its Commercial Partnership
Agreement with Mid-Central DHB to extend
its use to the full suite of Cxbladder cancer
tests for use across the clinical pathway
for the detection, management and
monitoring of bladder cancer patients.
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Quarter to 30 September 2017
Four of the seven sectors posted positive
market capitalisation movements for the
30 September 2017 quarter, with the
greatest increase coming from the Primary
sector with it growing by 22.8%, followed
by the Retail sector’s gain of 14.5%. The
greatest downwards movement in market
capitalisation came from the Biotechnology
sector (down 7.5%) followed by the Energy
& Mining sector (down 2.2%).
The Primary sector had the largest growth
in market capitalisation for the quarter,
which was led by Synlait Milk’s impressive
56.4% increase. Only two other sector
participants recorded growth for the
quarter, Scales Corporation (11.8%) and
New Zealand King Salmon Investments
(9.9%). During the quarter Scales
Corporation released their half year results
to June 2017 and reported net profit after
tax of $29.0 million, down 14% on its record
profit for the corresponding prior period.
The company’s board noted that this was
a very strong performance in light of a
challenging growing season, with profit
mainly impacted by increases in on-orchard
and fixed costs. Two sector participants

returned declines for the quarter;
Marlborough Wine Estate (16.7%) and Foley
Family Wines (1.4%). The remaining four
participants returned no overall change for
the quarter.
The second largest increase in percentage
terms of the sectors was the Retail
sector’s growth of 14.5%. Kathmandu
was the driver with a $68.0 million (16.5%)
increase in market capitalisation, while
Smiths City Group partially offset that
result with a decrease of $3.2 million
(8.7%) in market capitalisation. During the
quarter Smiths City Group announced its
results for the year ended 30 April 2017
and held their Annual Meeting in August.
Craig Boyce noted that, “Smiths City is
looking to the remainder of the financial
year confidently. The market is challenging
with demand for consumer durables
weakening in the face of rising interest
rates, and housing market uncertainty.”
The Property sector returned the third
highest growth in percentage terms,
gaining 9.8% for the quarter. Leading by
example was Ryman Healthcare growing
by 11.8%. Arvida Group’s decline of 9.0%
in market capitalisation held back the

The Deloitte South Island Index | 39th Edition

The fourth and final sector to achieve
growth was the Other sector gaining a flat
0.9%. There was a mixed bag of results in
this sector with Syft Technologies leading
the way with a 10.1% gain in market
capitalisation, followed by Heartland
Bank’s growth of 3.3 %, and SLI Systems
increasing by 1.9%. Connexionz was
the only Other sector participant to
stay unchanged during the quarter. The
sector’s positive performance was brought
down by Moa Group’s decline of 22.2%.
During September 2017 it was announced
to the market that from 1 December 2017
that Moa Group would no longer distribute
ParrotDog, who have been one of the
fastest growing craft beer brands in New
Zealand. Geoff Ross of Moa stated in the
announcement that, “The ParrotDog brand
has had a good surge in growth this year
and has been a proud part of our offering.
Going forward we need to ensure we have
both teams employing their resource in
the best way and I think this step is best
for both of our brands. We will be looking
out for ParrotDog and continue to share
insights with each other on how we
continue to grow”. Skyline Enterprises and
South Port New Zealand both returned
smaller declines in percentage terms for
the quarter, 1.5% and 0.5% respectively.
The Biotechnology sector underwent
the greatest decline of all the sectors,
dropping 7.5% for the September
quarter. PharmaZen was the only sector
participant to return growth for the
quarter, ending with a 17.6% increase in
market capitalisation. PharmaZen, trading
on the Unlisted platform, announced
during September that its first half profit
had risen by 23% with the increase in
sales being offset by the impact of a
strong New Zealand dollar and higher
depreciation charges. Chief Executive
Craig McIntosh noted that, “We continue
to make progress in many areas of the
business with the main highlight being the
completion of all regulatory hurdles for the
solvent extraction plant, with the first pilot
production scheduled for September.

We have received strong interest across
the intended range of products and expect
to be selling commercial volumes in the
fourth quarter”. On the other side of the
Biotechnology sector, BLIS Technologies
and Pacific Edge both returned declines in
market capitalisation for the September
quarter, dropping 14.9% and 7.8%
respectively.

The Primary sector had
the largest growth in
market capitalisation for
the quarter, which was led
by Synlait Milk’s impressive
56.4% increase.

Aorere Resources was the only company
in the Energy & Mining sector to achieve
a gain in market capitalisation for the
quarter, which wasn’t enough as the sector
recorded an overall decline of 2.2%. Aorere
Resources increased by 15.4% in the
September quarter. Windflow Technology
had minimal movement over the quarter,
a period where it announced the closure
of the Christchurch Factory and outlined
a proposal to trim the Company down
to minimum staff numbers required to
support the operation of the Windflow
turbines installed in the UK and any other
revenue-generating activities.
Elsewhere in the sector, both Chatham
Rock Phosphate and Meridian Energy
experienced declines, falling by 14.6% and
2.2% respectively.

Movement in Sector Indices - Quarter to September 2017
25.0%
20.0%
% Movemnet in Index

sector’s result for the September 2017
quarter.

15.0%
10.0%
5.0%
0.0%
(5.0%)
(10.0%)

Biotechnology
With Top Three

Energy
& Mining

Manufacturing
& Distribution

Without Top Three

Primary

Property

Retail

Other

Sector
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The table below sets out market capitalisation by sector as at 30 September 2017 and provides
a comparison against the positions as at 30 September 2016 and 30 June 2017 respectively.
Number of
Companies

30 Sep
2017
$ million

% of
Index

30 Sep
2016
$ million

Mvmt in
Year $
million

%
change
in Mkt
Cap
during
Year

30 Jun
2017
$ million

Mvmt in
Quarter $
million

% change
in Mkt
Cap
during
Quarter

Biotechnology

3

$236.0

1.1%

$242.2

$(6.2)

(2.6)%

$255.1

$(19.1)

(7.5)%

Energy & Mining

4

$7,300.7

34.9%

$6,682.2

$618.5

9.3%

$7,468.3

$(167.6)

(2.2)%

Manufacturing & Distribution

4

$3,168.4

15.1%

$3,289.1

$(120.7)

(3.7)%

$3,217.2

$(48.8)

(1.5)%

Primary

9

$2,638.7

12.6%

$1,877.4

$761.3

40.6%

$2,149.3

$489.4

22.8%

Property

2

$5,042.8

24.1%

$5,146.6

$(103.8)

(2.0)%

$4,592.9

$449.9

9.8%

Retail

2

$512.8

2.4%

$447.5

$65.3

14.6%

$448.0

$64.8

14.5%

Other

7

$2,037.4

9.7%

$1,902.3

$135.1

7.1%

$2,019.0

$18.4

0.9%

TOTAL

31

$20,936.8

100.0%

$19,587.3

$1,349.5

6.9%

$20,149.8

$787.0

3.9%

Industry
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Benchmarking
Quarterly Comparison of the Deloitte
South Island Index and the S&P/NZX 50
Capital Index
The Deloitte South Island Index followed
up its positive June quarter with another
solid result as it grew $787.0 million (3.9%)
for the quarter to 30 September 2017.
The Index increased in each month of
the September quarter, with the greatest
growth occurring in September.

Performance of Deloitte South Island Index vs S&P/NZX 50 Capital Index

Total Market Capitalisation (relative to one)

3.25
3.00
2.75
2.50
2.25
2.00
1.75
1.50
1.25
1.00
0.75
0.50
30 Sep
2015

31 Dec
2015

Deloitte SI Index

31 Mar
2016

30 Jun
2016

30 Sep
2016

31 Dec
2016

31 Mar
2017

30 Jun
2017

30 Sep
2017

S&P/NZX 50 Capital Index

Base period – December 2006 = 1.0

Comparison of Deloitte South Island
Index and Other Indices
The Deloitte South Island Index’s
performance over the most recent quarter
mirrored the overall trend from the
previous two quarters with another solid
quarterly gain.

Performance of Deloitte South Island Index vs Major Indices

Total Market Capitalisation (relative to one)

3.25
3.00
2.75
2.50
2.25
2.00
1.75
1.50
1.25
1.00
0.75
0.50
30 Sep
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31 Dec
2015

Deloitte SI Index

31 Mar
2016

30 Jun
2016

S&P/NZX 50 Capital Index

30 Sep
2016
Dow Jones

31 Dec
2016

31 Mar
2017

In comparison, the S&P/NZX 50 Capital
Index was once again outperformed,
growing only 2.8% over the same period.
The NZX 50 Capital Index’s month by
month movements were similar to the
Index, nevertheless the Deloitte South
Island Index bettered its result in each
month.

30 Jun
2017

30 Sep
2017

However, the Dow Jones was the top
performer recording a slightly higher
increase of 4.9% for the quarter. The other
indices tracked for comparative purposes
did not perform so well, with the S&P/NZX
50 Capital Index achieving 2.8% growth and
the ASX All Ords recorded the only decline
for the quarter with a drop of 0.3%.

ASX All Ords

Base period – December 2006 = 1.0
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Over the quarter to 30 September
2017 the Top Three companies of the
Deloitte South Island Index gained
4.7% compared to the S&P/NZX 10
Capital Index’s decline of 0.5% for the
quarter. Over the last twelve months
the Top Three companies significantly
outperformed their associates on the
S&P/NZX 10 Capital Index gaining 5.7%
for the twelve month period compared
to the S&P/NZX 10 Capital Index’s decline
of 4.9%.
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Performance of Deloitte South Island Index
Top Three vs S&P/NZX 10 Capital Index
Total Market Capitalisation (relative to one)

Comparison of Deloitte South Island
Index Top Three and S&P/NZX 10
Capital Index
To get a guide on the relative performance
of the three largest companies on the
Deloitte South Island Index we have
used the S&P/NZX 10 Capital Index as a
benchmark.
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Spring forward
Market capitalisation (relative to 1.00)

Deloitte South Island Index September 2017 Forecast
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Base period – December 2006 = 1.0

Prior to the last twelve months, the
previous three years saw a period of
substantial growth for the Deloitte South
Island Index, growing 72.0%. It also saw the
Index outstrip the other indices tracked
in each of the twelve month periods to
30 September, with a battle for second
place fought between the Dow Jones and
the S&P/NZX 50 Capital Index. However,
the past year has seen a slowdown in the
growth of the Deloitte South Island Index
from those heights, and first place has
been relinquished as the Dow Jones grew
by a sensational 22.4%. These results raise
the question, ‘is this change an indication
of a trend for the next few years, or just an
anomaly in the overall trend?’
The last year was packed with a
number of significant political global
events that created uncertainty in
the markets with several of these key
decisions already making an impact,
while others are yet to fully play out.

Globally, the outcome of the election
of Donald Trump as President of the
United States (US) has garnered the
greatest amount of media, and public
attention. Even though Trump has been
in office for the past nine months he still
remains an unknown and unpredictable
quantity. With the US being New
Zealand’s third largest trading partner
changes to US free-trade policy by the
Trump administration have the potential
to have major implications for New
Zealand businesses, especially for those
exporting to the US. Trump has already
demonstrated his protectionist agenda
with his administration withdrawing from
the Trans-Pacific Partnership Agreement
(TPPA), effectively killing the prospect of
negotiations continuing in its original form,
and the US currently renegotiating the
long-established North American Free
Trade Agreement (NAFTA) with Canada
and Mexico with tough US demands, with
the dairy sector being one of the focuses.

It is also interesting to note that during the
nine months since Trump has taken office,
the Dow Jones has increased by 13.4%, in
comparison to the Deloitte South Island
Index’s 12.8%.
Another global uncertainty, partially
driven by Trump’s actions, is the
elevated geopolitical risk from the
threats and missile testing that North
Korea is undertaking. If the current
situation was to escalate the effect
would likely to be detrimental to the
global economy, leading to a significant
impact on international trade.
‘Brexit’ was the other key global event
from 2016 that has the potential to have
considerable impact on New Zealand trade
with both the United Kingdom (UK) and the
European Union (EU). UK Prime Minister
Theresa May formally triggered article 50 of
the Lisbon Treaty setting a deadline date of
19 March 2019 for an exit however, recent
commentary indicates that the UK wants
18
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an additional two year transition period. At
this point, it is unknown what impact Brexit
will have on New Zealand trade with the UK
given that a number of questions remain,
including what the overall potential impact
to the UK economy will be.
Meanwhile, the European Commission
President Jean-Claude Juncker, in his recent
speech in September 2017, mentioned “…
the strengthening of the trade agenda
as his number one initiative”, citing both
Australia and New Zealand as countries
that the EU is opening trade negotiations
with. However, other members of the
EU parliament are wary of a potential
detriment to EU producers if there is a
serious imbalance in potential agreements
due to New Zealand and Australian
competitive export-orientated farming
sectors. While there are positives to come
from the work of New Zealand trade
officials, there appears to be several
challenges to overcome before the
potential benefits will be realised by New
Zealand businesses.
On the home front, the recent New
Zealand election has left the nation in flux,
with both sides of the political spectrum
claiming victory - one side exclaiming the
result as a vote for change, whilst the other
declaring that it was a vote of confidence
for the status quo. At the time of writing
coalition talks were ongoing, with New
Zealand First leader Winston Peters holding
the balance of power to whether National
or Labour would form the next
New Zealand government.

If National were to have its fourth
consecutive term in office it is expected
that the government policy would not
change too much, but may have a slight
change in direction in some key policies,
like immigration, due to the influence of
New Zealand First. If Labour were to form
the next government, there will initially be
a level of uncertainty as potentially three
parties come together in partnership with
some differences in policy. The agriculture
sector will also have a heightened level of
uncertainty due to the Labour and Green
parties campaigning on potential water
taxes and climate change policies which
would impact on the sector. These policies
could have implications for South Island
primary sector companies.
There has been a shift away in the past
year from the political status quo on
a global scale. With the election of the
unconventional US President Trump,
the UK leaving the EU, the rise of the
political far-right throughout westernised
countries (particularly in Europe), driven
by objections to high levels of immigration,
has had a profound effect on the
confidence of businesses undertaking
international trade.

global and local inflation and interest
rates, as well as an impact on the foreign
exchange rate of the New Zealand
dollar directly impacting exporting
and importing businesses margins.
Although, there are a lot of uncertainties in
the future outlook, South Island businesses
have proven their resilience in the past and,
as the historic results of the Deloitte South
Island Index attest, Mainland companies
have been able to take advantage in volatile
times to outperform the market – both
nationally and globally.
As with any year, it is difficult to predict
where markets will go and how the
companies on the Deloitte South Island
Index companies will fare. The previous
graph shows the forecasts for the Index
based on the three, six and twelve month
trends over the past year to give an
indication of possible outlooks.

For New Zealand businesses it can
be particularly worrisome as a lot of
these events are taking place in some
of our major trading partners. All these
international and national political
events have a bearing on the New
Zealand economy, be it implications for
international trade barriers, immigration,

Prior to the last twelve months, the previous three years saw
a period of substantial growth for the Deloitte South Island
Index, growing 72.0%. It also saw the Index outstrip the other
indices tracked in each of the twelve month periods to 30
September, with a battle for second place fought between the
Dow Jones and the S&P/NZX 50 Capital Index.
19
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Deloitte South Island
Index – September 2017
Of the 31 companies currently listed on the Deloitte South Island Index, 10 (32%) experienced a rise in market capitalisation during the
quarter to 30 September 2017, 15 declined and 6 returned to their value at the beginning of the period. For the year to 30 September 2017,
16 (52%), grew their market capitalisation, 14 declined and one remained unchanged.
The full Deloitte South Island Index for the year and quarter ended 30 September 2017, ranked by market capitalisation, is set out in the
table below.
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Sep
Sep
Ticker
2017 2016
Rank Rank

Company

Sector

Mcap
Sep
2017
($m)

Share
Price
30 Sep
2017

Mcap
Sep
2016
($m)

Change
in Mcap
($m) in
Year

1

1

MEL

Meridian Energy

2

2

RYM

3

3

4

Change
Mcap
in Mcap Jun 2017
(%) in
($m)
Year

Change
in Mcap
(%) in
Quarter

Change
in Mcap
(%) in
Quarter

Energy & Mining

$7,291.7

$2.85

$6,663.8

$627.9

9.4%

$7,458.3

$(166.6)

(2.2)%

Ryman Healthcare

Property

$4,635.0

$9.27

$4,815.0

$(180.0)

(3.7)%

$4,145.0

$490.0

11.8%

EBO

EBOS Group

Manufacturing &
Distribution

$2,613.0

$17.13

$2,863.6

$(250.6)

(8.8)%

$2,658.5

$(45.5)

(1.7)%

6

SML

Synlait Milk

Primary

$1,188.2

$6.63

$530.4

$657.8

124.0%

$759.9

$428.3

56.4%

5

5

HBL

Heartland Bank

Other

$948.9

$1.82

$726.7

$222.2

30.6%

$918.9

$30.0

3.3%

6

4

SKYLINE

Skyline Enterprises

Other

$805.2

$23.65

$851.2

$(46.0)

(5.4)%

$817.1

$(11.9)

(1.5)%

7

7

SCL

Scales Corporation

Primary

$519.9

$3.70

$451.5

$68.4

15.1%

$465.2

$54.7

11.8%

8

8

KMD

Kathmandu Holdings

Retail

$479.1

$2.37

$409.0

$70.1

17.1%

$411.1

$68.0

16.5%

9

9

PGW

PGG Wrightson

Primary

$437.8

$0.58

$400.1

$37.7

9.4%

$437.8

$0.0

0.0%

10

10

ARV

Arvida Group

Property

$407.8

$1.22

$331.6

$76.2

23.0%

$447.9

$(40.1)

(9.0)%

11

11

SKL

Skellerup Holdings

Manufacturing &
Distribution

$325.8

$1.69

$264.1

$61.7

23.4%

$327.8

$(2.0)

(0.6)%

12

14

NZK

New Zealand King
Salmon Investments

Primary

$245.9

$1.78

$154.7

$91.2

59.0%

$223.8

$22.1

9.9%

13

13

SCT

Scott Technology

Manufacturing &
Distribution

$229.3

$3.07

$158.3

$71.0

44.9%

$230.0

$(0.7)

(0.3)%

14

12

PEB

Pacific Edge

Biotechnology

$187.9

$0.47

$175.6

$12.3

7.0%

$203.0

$(15.9)

(7.8)%

15

15

SPN

South Port New Zealand

Other

$154.8

$5.90

$150.9

$3.9

2.6%

$155.6

$(0.8)

(0.5)%

16

18

SYF

Syft Technologies

Other

$85.3

$1.20

$93.6

$(8.3)

(8.9)%

$77.5

$7.8

10.1%

Primary

$73.3

$0.25

$101.2

$(27.9)

(27.6)%

$88.0

$(14.7)

(16.7)%

17

17

MWE

Marlborough Wine
Estates Group

18

19

FFW

Foley Family Wines

Primary

$70.0

$1.34

$83.6

$(13.6)

(16.3)%

$71.0

$(1.0)

(1.4)%
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16

SFF

Silver Fern Farms

Primary

$55.2

$0.55

$109.4

$(54.2)

(49.5)%

$55.2

$0.0

0.0%

20

22

SCY

Smiths City Group

Retail

$33.7

$0.64

$38.5

$(4.8)

(12.5)%

$36.9

$(3.2)

(8.7)%

21

20

BLT

BLIS Technologies

Biotechnology

$32.1

$0.03

$55.4

$(23.3)

(42.1)%

$37.7

$(5.6)

(14.9)%

22

23

SEA

SeaDragon

Primary

$27.1

$0.01

$31.5

$(4.4)

(14.0)%

$27.1

$0.0

0.0%

23

21

MOA

Moa Group

Other

$24.6

$0.45

$46.1

$(21.5)

(46.6)%

$31.6

$(7.0)

(22.2)%

24

25

BLUESKY

Blue Sky Meats

Primary

$21.3

$1.85

$15.0

$6.3

42.0%

$21.3

$0.0

0.0%

25

27

PAZ

Pharmazen

Biotechnology

$16.0

$0.10

$11.2

$4.8

42.9%

$13.6

$2.4

17.6%

26

24

SLI

SLI Systems

Other

$15.9

$0.26

$31.1

$(15.2)

(48.9)%

$15.6

$0.3

1.9%

Energy & Mining

$7.0

$0.47

$6.6

$0.4

6.1%

$8.2

$(1.2)

(14.6)%

27

28

CRP

Chatham Rock
Phosphate

28

30

CNX

Connexionz

Other

$2.7

$0.05

$2.7

$0.0

0.0%

$2.7

$0.0

0.0%

29

26

AOR

Aorere Resources

Energy & Mining

$1.5

$0.00

$11.4

$(9.9)

(86.8)%

$1.3

$0.2

15.4%

30

31

WTL

Windflow Technology

Energy & Mining

$0.5

$0.01

$0.4

$0.1

25.0%

$0.5

$0.0

0.0%

Energy Mad

Manufacturing &
Distribution

$0.3

$0.00

$3.1

$(2.8)

(90.3)%

$0.9

$(0.6)

(66.7)%

$19,587.3

$1,349.5

6.9%

$20,149.8

$787.0

3.9%

31

29

31

31

MAD

TOTAL

$20,936.8

Compilation of the Deloitte South Island Index
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The Deloitte South Island Index (‘the Index’) is compiled from information provided by the NZX, and Unlisted on the market capitalisation
of each South-Island based listed company. Broadly, a company is included in the Index where its registered office is in the South Island
and/or a substantial portion of its operations are focused in the South Island. The information on South Island listed companies is
extracted and totalled to provide a cumulative market capitalisation for all South Island listed companies.
The base period of the Deloitte South Island Index is 31 December 2006 and for the purposes of the Index this data is given a notional
value of one. All subsequent quarterly cumulative market capitalisation totals are divided by the totals for the December 2006 quarter
to obtain a relative movement. Market capitalisation will move as a result of capital injections, payments of dividends and capital returns.
If a new South Island based company lists on the NZX or Unlisted they will be reflected in the Index as though they were present in the
base period. Accordingly, the Index will only reflect changes in market capitalisation subsequent to listing. If a company is suspended
or delisted during a quarter, no data will be included for the company, including any historical data, until the company is re-listed or the
suspension lifted.
For the purposes of the sector analysis some sector segments have been grouped to provide a more meaningful analysis.
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