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Agenda

> Global financial crisis

> Impact of the crisis

> Lessons to be learned

> Be prepared

> Be patient

> Be disciplined

> Questions
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Flashback
Global financial crisis
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Flashback
Global financial crisis

A Stock Market Crash Is Coming – and This Chart Shows Why
By David Zeiler, Associate Editor, Money Morning • @DavidGZeiler • December 17, 2018

Stocks on track for worst December since the 
Great Depression
By Paul R. La Monica and Christine Romans, CNN Business
Updated 2257 GMT (0657 HKT) December 18, 2018 

Dow slide deepens as shadow of bear market 
hovers over battered stock market
Adam Shell, USA TODAY Published 6:01 a.m. ET Dec. 21, 2018 | Updated 10:33 a.m. ET Dec. 
22, 2018

Stocks book their worst year since the financial crisis and worst 
December since the Great Depression
Jonathan Garber Dec. 31, 2018, 08:30 AM 
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> Early 2000s: Rapidly rising house prices (US)

> 2005-07: House prices start to fall, foreclosures rise

> 2007: First signs of problems in the mortgage lending markets

> 2008: Problems spread to the banking sector

Flashback
The Global financial crisis (in one slide)



/ 6

Flashback
Financial firms collapse
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Flashback
Financial firms collapse



/ 8

Flashback
Financial firms collapse
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Flashback
One defining moment
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Flashback
Financial markets reaction

Fed funds rate
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Flashback
Financial markets reaction

Global shares
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Flashback
Financial markets reaction
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Impact
KiwiSaver performance for 12 months to 31/3/2009

Scheme Return

AMP -9.8%

ANZ -15.9%

ASB -17.6%

Mercer -20.8%

Westpac -10.1%

Scheme Return

AMP -17.4%

ANZ -20.5%

ASB -24.1%

Mercer -24.3%

Westpac -14.0%

Balanced Funds Growth Funds
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Impact
Not-for-profits sector under pressure

Annual performance
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> Greater demands

> Low (negative) investment returns

> Pressure on granting, and…..

> Pressure on capital base

> Trustees had to react
> Cut spending

> Erode capital

Impact
Not-for-profits sector under pressure
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Impact
Not-for-profits sector under pressure

Action taken during economic downturns

Source: Centre for Corporate Public Affairs, survey of NFP organisations 2009. N=70
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1. Be prepared

2. Be patient

3. Be disciplined

Lessons to be learned
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> Governance

> Have a firm set of beliefs

> Know your portfolio

> Plan your spending

Lessons to be learned
1. Be prepared
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> Clearly articulated SIPO is essential

> Identify
> who recommends, 

> who decides, and 

> who implements & oversees each decision

> Align objectives with organisation’s goals

1. Be prepared
Governance
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> The importance of the asset allocation decision

> Relationship between risk and return

> The benefits of diversification

> Tactical asset allocation

> Illiquidity premium

1. Be prepared
Have a firm set of beliefs
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> Scenario analysis
> How would the portfolio perform if interest rates rose sharply?

> Would a significant slowdown in China impact the portfolio?

> What would be the impact of a 30% fall in equities?

> Asset class roles
> Equities

> Bonds

> Alternatives

1. Be prepared
Know your portfolio
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> What is your spending policy

> Will grants continue if portfolio is down 5%, 10%, 20%?

> Are you prepared to draw on capital to maintain spending?

1. Be prepared
Plan your spending
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> Don’t sell at the bottom

> Focus on the long term

Lessons to be learned
2. Be patient
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2. Be patient
Don’t sell at the bottom



/ 25

2. Be patient
Don’t sell at the bottom
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2. Be patient
Don’t sell at the bottom
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2. Be patient
Don’t sell at the bottom
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2. Be patient
Don’t sell at the bottom
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2. Be patient
Focus on the long term
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2. Be patient
Focus on the long term
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2. Be patient
Focus on the long term
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2. Be patient
Focus on the long term
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> Follow/trust the process

> But be flexible

> Look for opportunities

Lessons to be learned
3. Be disciplined
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> Adhere to the SIPO

> Roles and responsibilities

3. Be disciplined
Follow/trust the process…
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> Being disciplined does not mean being static

> Volatile markets create opportunities

3. Be disciplined
…but be flexible
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1. Be prepared

2. Be patient

3. Be disciplined

Lessons to be learned
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“We will learn an enormous amount in 

a very short time, quite a bit in the 

medium term and absolutely nothing in 

the long term.”

Jeremy Grantham (GMO)

Lessons to be learned
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Lessons to be learned

Source: Institute of International Finance
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Disclaimer

The information contained in this publication was prepared by Russell Investment Group Limited on 
the basis of information available at the time of preparation. This publication provides general 
information only and should not be relied upon in making an investment decision. Before acting on 
any information, you should consider the appropriateness of the information provided and the nature 
of the relevant Russell Investments’ fund having regard to your objectives, financial situation and 
needs. In particular, you should seek independent financial advice and read the relevant Product 
Disclosure Statement or Information Memorandum prior to making an investment decision about a 
Russell Investments’ fund. Accordingly, Russell Investment Group Limited and their directors will not 
be liable (to the maximum extent permitted by law) for any loss or damage arising as a result of 
reliance being placed on any of the information contained in this publication. None of Russell 
Investment Group Limited, any member of the Russell Investments group of companies, their 
directors or any other person guarantees the repayment of your capital or the return of income. All 
investments are subject to risks. Significant risks are outlined in the Product Disclosure Statements 
or the Information Memorandum for the applicable Russell Investments’ fund. Past performance is 
not a reliable indicator of future performance. The Product Disclosure Statements or the Information 
Memorandum for the Russell Investments’ funds (as applicable) are available by contacting Russell 
Investment Group Limited on 09 357 6633 or 0800 357 6633.

Copyright 2019 Russell Investment Group Limited. All rights reserved.
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