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NzZD Export Price
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Currency / competitiveness
NzD Price of Fish Exports v NZD:USD
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NZD: buffer or buffet?

Product Std deviation of  5td deviation of Difference
(% of exports) NZD price of USD price
All commadities (59%) 1.0 14.7 -3.7
Dairy (249) 195 26.8 C \?_Q
Beef (5%) 215 7.4 +4.1
Lamb (8%) 15.0 16.4 -1.4
Waool (19%) 29.3 22.4 +6.9
Horticulture (4%) 14.3 18.4 -41
Seafood (3%) 20.8 13.9 +6.9
Forestry (5%) 218 188 +3.0
Aluminium (3%) 15.6 203 -47
(] Exchange rate reduces volatility of revenue

,D Exchange rate increases volatility of revenue
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Export Revenue
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NZD: commodity currency
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Manufacturing PMls
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Leading indicators still pointing to “V”
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US household assets rose $2trn in Q2
but the balance sheet hole is still huge

170 02103100 0203=100— 170
Liabilities are flattening following a very
160 modest correction. "I 160
Asset gains have been modest. We estimate
150 the recoveryto Q3 is just 1/3 of losses. L 150
140 T 140
130 F 130
Recession
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— Assets
110 — Liabilities L 110
+ Sept. est. assets
100 = Sept. est. liabilities r 100
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Source: US Dept of Labour

US Unemployment Rate
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mmlUS Recessions
—Real NZD

Real NZD and US recessions
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Industrial Production, China and USA
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World growth forecasts
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Urbanisation in Asiarolls on

mns of internal migrants

140 Source: Westpac, UN
120 4
100 7 I India

80 4

60 -

40 + China

20 A

0 . . . .

2010 2015 2020 2025 2030
Five years ended
25
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China’s share of NZ goods exports

——Share of NZ exports

Source: Statistics NZ, Westpac
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G7 losing share of NZ dairy exports

% of dairy
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China gaining share of NZ dairy exports
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Regional Growth, June 08
North bore the brunt
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Regional Growth, Mar 09
Everyone sharing the pain
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Regional Growth, Sep 09
Auckland leads recovery
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Annual Percentage Change
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NZ PMI: new orders minus inventories -
suggest production pick up
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Severe housing shortage by end of 2009
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RBNZ questioning sustainability of growth.
I'd question sustainability of downturn!

Residential Consents per 1,000 popn

Source: Stats NZ
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Severe consumer retrenchment
105 Index Index 105
Source: Stats NZ
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Consumers optimistic: for the future
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Real household consumption as
GDP

a share of trend real
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nominal GDP

Nominal household consumption as a share of trend
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Real minus nominal consumption shares
versus trend terms of trade
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NZ v Aussie GDP: only one had a sidestep

Index June 08
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Inflation-adjusted NZD/AUD

August 2009 dollars
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Relative GDP growth, NZ less Aus
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Relative commodity prices, NZ less Aus
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NZ annual migration
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2-year swap spread, NZ less Aus
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Actual and forecast NZD/AUD
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Average cost of funding vs OCR
% %
9 2.0
s ]
71 k10
6 o5
r 0.0
5]
r-0.5
4
r-1.0
37 mm Difference (rhs) r-1.5
27 — Average funding rate r-20
11 source: RBNZ, Bank GDS — Average OCR r-25
0 T T T T T T T T -3.0
Jun-07 Sep-07 Dec-07 Mar-08 Jun-08 Sep-08 Dec-08 Mar-09 Jun-09
56

Net interest margins have contracted
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Impaired assets as a % of loans
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Return on assets for major banks
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Pre-tax profits by business segment
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Cost of offshore short-term borrowing
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Cost of long-term funding for Australian

banks
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NZ bank bond yields over swap
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Term deposit spreads are rising

%

%

— Six-month term deposit rate

—OCR
44
34
Source: RBNZ. Monthly averages
2

"Specials"as |
high as 5%

Jan-07 Jul-07 Jan-08 Jul-08 Jan-09

Jul-09

64

Wi Festpac

InstitutionalBank



