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On the rebound

Summary

> Our monthly Property Focus publication is aimed at providing an
independent appraisal of recent developments in the property market. In
this issue we revisit the impact that migration has on the housing market.

The month in review (page 2)

> Several real estate market indicators are showing tentative signs of
recovery, in response to lower mortgage rates and favourable buying
conditions. However, the two key influences that will govern the direction
the market will take are the unemployment rate and the wider de-
leveraging process for the economy as the current account deficit falls.

Property gauges (page 3)

> The drop in mortgage rates last month has made housing more
affordable, and consequently a rebound in the housing market was
recorded in March. We will likely see further signs of increased activity in
the next few months, judging from anecdotes we are hearing, not to
mention the mad rush we have seen to fix longer-term in the past month.

Economic backdrop (page 5)

> The housing market is showing classic FIFO characteristics, that is, first
in, first out. While encouraging, the economy in general has still to hit
rock bottom and attention is now shifting to prospects for a rapid rise in
the unemployment rate. We expect the Reserve Bank will continue with
an easing profile at the next Official Cash Rate Review, at the end of the
month.

Mortgage borrowing strategy (page 6)

> Mortgage rates shot higher last month as the market was gripped by
panic, which has now largely subsided. We expect the Reserve Bank to
cut the OCR by 0.5 percent on April 30th, paving the way for further
reductions in fixed mortgage rates, particularly for shorter terms. We
favour the 6 month as the best value fixed rate.

Feature article — Migration update (page 7)

> Migration is being seen as the housing market's saviour and we are
detecting signs of improvement. While encouraging, we suspect it will
not be until 2010 that the impact of this pick up in migration — if
sustained — will be felt.

Key forecasts (page 11)
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Bounce in building permits.

Lethargic lending.

Recovery in real estate.

Increasing interest rates.

Migrant movements.

The month in review

Several real estate market indicators are showing tentative signs of
recovery, in response to lower mortgage rates and favourable buying
conditions. However, the two key influences that will govern the
direction the market will take are the unemployment rate and the
wider de-leveraging process for the economy as the current account
deficit falls.

> Building Consents — February. There was a rebound in residential
building consent issuance in February, following on from a sharp fall in
the previous month to the lowest level in over 40 years. But compared
to a year ago, consents are still down 43.5 percent. When apartments
are stripped out, consents only managed a 0.3 percent rise following a
8.5 percent fall the previous month — hardly a rebound at all.

> Mortgage Lending — February. Credit growth to households remains
subdued, rising 0.2 percent in February. A far cry from the 1+ percent
monthly growth rates seen in past years. De-leveraging among non-
bank financial institutions continues, with lending to households from
that sector down 20 percent from a year ago. Looking at the 3 month
annualised growth rate suggests that we may have reached a base. The
recent pick-up in mortgage approvals suggests 0.2 and 0.3 percent
monthly growth can be expected in the next few months.

> REINZ housing data — March. The latest REINZ data recorded a
rebound in housing market activity in March, with rises in sales and
prices, and a fall in the days to sell. On the face of it, it suggests we
have seen a bottom in the housing market in terms of turnover, but it is
far from clear that this rebound will be sustained. After all, we are
recovering from very depressed levels, and the number of house sales,
despite being 38 percent above its low of late last year, is still running at
some 40 percent below the average levels prior to the downturn.
Nonetheless, at least we can take some comfort that things are not
deteriorating further. And the RBNZ can definitely take some comfort
that lower mortgage rates are having an effect.

> Rising long-term fixed lending rates. We first referred to this last
month. We have seen longer-dated mortgage rates rise at a time when
the Reserve Bank is cutting the Official Cash Rate. To fully understand
why this is happening, refer to our special report in last month’s Property
Focus.

> Net Migration — February. A solid net inflow of 1,670 people
permanently migrated to NZ. This was due to a considerable fall in the
number of people permanently leaving the country, which (on a
seasonally adjusted basis) has fallen to the lowest level since December
2006. Obviously, while the employment situation and outlook in NZ is
not positive, it is also not flash offshore. This appears to be causing
more people to shelve their migration plans. PLT arrivals did post a small
increase in the month, and we wonder if this is a theme we will see more
and more of over the coming year as ex-pats return home in the face of
the challenging economic times.

Assessment

We are seeing signs of tentative recovery in the housing market, but this is
following precipitous declines over 2008. While there are several factors
indicating an upturn is at hand, we continue to take a circumspect tone
given (@) rising unemployment and (b) the wider need for the economy to

de-leverage and improve the current account deficit.
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Property gauges

The drop in mortgage rates last month has made housing more
affordable, and consequently a rebound in the housing market was
recorded in March. We will likely see further signs of increased
activity in the next few months, judging from anecdotes we are
hearing, not to mention the mad rush we have seen to fix longer-
term in the past month.

We use eight gauges to assess the state of the property market and whether
warning signs are emerging.

> Affordability. For new entrants into the housing market, we measure
affordability using the ratio of house prices-to-income (adjusted for
interest rates), and mortgage payments as a proportion of income.

> Serviceability / indebtedness. For existing homeowners,
serviceability relates interest payments to income, while indebtedness is
measured as the level of debt relative to income.

> Interest rates. Interest rates affect both the affordability of new
houses and the serviceability of existing mortgage payments.

> Migration. A key source of demand for new housing.

> Supply-demand balance. We use dwelling consents issuance to proxy
supply. Demand is derived via the natural growth rate in the population,
net migration, and the average household size.

> Consents and house sales. These are both key gauges of activity in
the property market.

> Liquidity. We look at growth in Private Sector Credit relative to GDP to
assess the availability of credit in supporting the property market.

> Globalisation. We look at relative property price movements between
New Zealand, the US, UK and Australia in recognition of the important
role that globalisation is playing in NZ's property cycle.

A rebound in the housing market will not deter the RBNZ from cutting rates
further. It is no longer about the housing market (indeed, it has not been
about the housing market for a while now). Instead, it is more a case of
whether there is a risk of adverse conditions from a higher unemployment
rate hindering the economy, especially at a time when the economy is yet to
really find a base.

Indicator Level Direction Comment
for prices

Affordability

Serviceability /
indebtedness
Interest rates

Migration
Supply-demand
balance
Consents and
house sales
Liquidity

Globalisation
On balance

Retracement
Peaked
See-saw

On the up?
Excess
demand
Rebound from
40 year lows
A lagging
indicator
Negative

Mortgage rate cuts have resulted in an improvement in housing
affordability. The big uncertainty though is jobs.

l Debt serviceability has peaked but is slow to retrace.
« Mortgage rates have bounced at the long-end of the lending
curve but short-term rates are still set to fall.
> Migration has ticked up.
1 Excess demand is likely to continue.
o1 House sales rebounded as first home buyers and investors
moved to take advantage of favourable conditions.
l Credit has yet to mirror current conditions.
l It's all going in one direction.
l A rising unemployment rate will be a reality check.
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Housing Affordability Serviceability and indebtedness
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The economy is set to cool
some more.

But the property market is
warming up.

Economic backdrop

The housing market is showing classic FIFO characteristics, that is,
first in, first out. While encouraging, the economy in general has still
to hit rock bottom and attention is now shifting to prospects for a
rapid rise in the unemployment rate. We expect the Reserve Bank
will continue with an easing profile at the next Official Cash Rate
Review, at the end of the month.

Our core economic view

The latest business opinion survey published by the NZ Institute of Economic
Research made for grim reading, and suggests that the pace of slowing
actually accelerated in the March quarter. Furthermore, other components of
the survey are consistent with firms easing up on investment and hiring,
which threatens to create a nasty negative feedback loop. While tempting to
tweak our economic forecasts on the back of it, the reality was that the
survey was broadly in line with what we were expecting, as opposed to
providing new information on that front.

Given this type of weak backdrop, it was not surprising that the Reserve
Bank of New Zealand moved to remind the NZ financial markets that the
Official Cash Rate (OCR) will remain low for “an extended period” following
increases in longer term wholesale rates. These sort of economic
developments also have us now tipping a 50 basis point cut to the OCR by
the RBNZ at the end of the month and a terminal rate of 2.25 percent.

Yet, when one observes market pricing and gathers housing anecdotes in the
suburbs, the tempo is much more upbeat. Talk of a rebound in the property
market and rising mortgage rates are seen by some as concrete evidence
that the economy has turned the corner. Yet we don’t share that view, and
expect more de-leveraging, more weakness on the high street, and more
difficulties abroad. This will eventually be reflected in the local real estate
market, but it may take a while.

When we look at the broad economic picture, four themes dominate and
leave us circumspect as to whether a sustained recovery in the housing
market can take place.

> A credit centric shock. Despite signs that global credit spreads have
eased and major central banks are embarking on quantitative easing to
keep longer dated yields down, credit markets are still far from normal.
It is no longer a question of price. We are in a world where capital is
scarce, and this is not about to change for some time.

> A deep global recession, which started at the end of last year and is
set to last throughout most of this year.

> A structural change in the pricing of risk, with a clear relative shift
in the balance of power away from borrowers and towards savers and
investors. NZ is already seeing this via changes in retail deposit rates,
which now sit materially above the wholesale interest rate curve.

> NZ’s heavy reliance on offshore capital, which is evident via a large
current account deficit and large net external liability position. The
latter, at 93 percent of GDP, is a key source of vulnerability in the
current global environment and needs to be reduced.
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Borrowers have moved off
the sidelines and onto the
field of play

Has the term team peaked
too early?

The playing season is far
from over.

Mortgage borrowing strategy

Mortgage rates shot higher last month as the market was gripped by
panic, which has now largely subsided. We expect the Reserve Bank
to cut the OCR by 0.5 percent on April 30", paving the way for
further reductions in fixed mortgage rates, particularly for shorter
terms. We favour the 6 month as the best value fixed rate.

Our view

One word springs to mind when we consider developments in the mortgage
market over the past month — and it’s this: panic. After months of patiently
standing by watching mortgage rates edge lower, the Reserve Bank’s
smaller than expected 0.5 percent cut on March 12th set off a chain
reaction. Not that 0.5 percent would normally be considered a small cut.
However, hot on the heels of two consecutive 1.5 percent cuts, and in a
market that had gotten used to bold moves, it was a mild disappointment.
But it was what happened next that was the real surprise. In the days
following the cut there was a mild rise in wholesale rates, which led to a rise
in mortgage rates, which coincided with widespread media advice to lock in
now. This led to more rises, and more panic, and so on. The question now is,
will mortgage rates stay high, or come back down, as comments from the
Reserve Bank would seem to indicate? We believe the latter is more likely,
but of course not all fixed rates will necessarily be moving in tandem.

First we need to appreciate that aggressive competition for deposits has
forced longer-term rates up, creating a positive sloped yield curve. We don’t
see this pressure subsiding anytime soon. If depositors expect to earn a
premium in order to be persuaded to place money on deposit for a long time
(say 5 years), then the reciprocal must apply to borrowers. That is,
borrowers can expect to pay a premium to lock in for longer terms. Strictly
speaking, explicit comments from the Reserve Bank about the likelihood that
the OCR will be remaining low for an extended period should keep term rates
down (which is exactly why they made the comments). However, if
competition for deposits remains intense, this will limit the degree to which
mortgage rates can fall.

This doesn’t mean fixed mortgage rates won'’t fall, but it does suggest that
there is less scope for long-term fixed rates to fall, at least over the next few
months. By contrast, we remain confident that short-term fixed rates will
continue falling as the Reserve Bank follow up their words with action,
starting with another 0.5 percent cut at the end of the month. This is much
more than what'’s “priced in” the market, so if it does happen, you can be
sure wholesale rates will snap lower and this will drag the floating rate, six
month and 1 year borrowing rates down as well. The 2-year looks to remain
the inflection point between in the tug of war between a lower OCR and
aggressive competition for deposits.

Themes we favour in the current environment

The prospect of the Reserve Bank following their words with action should
see wholesale interest rates fall over the next month or so, paving the way
for mortgage rates to follow. Provided homeowners don’t respond by rushing
to fix again (which is possible), we’d expect mortgage rates to continue
falling as the market gravitates to the Reserve Bank’s view of a prolonged
period of low cash rates. In the meantime, it is difficult to look beyond the
value offered by 6 month rates (currently 5.79 percent). In a positive sloping
yield curve environment its hard to argue against rolling shorter terms
repeatedly as opposed to taking the certainty more expensive fixed rates

provide.
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Feature article — Migration update

Migration is being seen as the housing market's saviour and we are
detecting signs of improvement. While encouraging, we suspect it
will not be until 2010 that the impact of this pick up in migration — if
sustained — will be felt.

Overview

Large swings in external migration tend to generate significant fluctuations
in the demand (and ultimately pricing) for residential housing. In the early
part of the decade net migration flows peaked at 42,000 per annum — partly
driven by an influx of international student arrivals. This, along with easy
access to credit, a strong economy and insatiable risk appetites, contributed
to a significant boom period for the NZ property market. However, net
migration flows then eased and in fact some negative monthly net outflows
were recorded over 2008 — something that has not occurred since 2001.
Encouragingly though, there are some early signs that net migration is now
stabilising (or even improving), largely driven by less New Zealanders
leaving. At a time when the property market generally remains depressed,
positive net migration will help to at least provide a base level of support.

Some key observations

> The stabilisation (or improvement) in net migration is coming
from less New Zealanders leaving. In seasonally adjusted terms, the
number of people permanently leaving the country fell to 5,880 in
February. This was the fourth consecutive monthly fall and is now at the
lowest level since late 2006. This comes after permanent and long-term
(PLT) departures had been steadily trending higher since 2006. A lower
number of PLT departures to Australia is clearly the biggest contributing
factor. After peaking in August 2008, PLT departures to Australia have
fallen by 31 percent. While the NZ employment outlook is deteriorating
rapidly, it is also a theme offshore, with the Australian unemployment
rate rising a massive 1.2 percent points since December, to 5.7 percent.
This uncertainty is obviously seeing many shelve their migration plans.
What does this mean for the housing market? Fewer people leaving is a
fundamentally different proposition to more people arriving and will
result in considerably less economic impetus.

NZ resident permanent departures
Persons (sa)

6000 - Spike due to changes in welfare eligibility
in Australia affecting NZers

5000 -

Departures to Australia ;

4000 -

3000 -

Departures to all

2000 other countries

1000 +

o T T T T T T T T T T T T T T T T T
92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09
Sources: ANZ National, Statistics NZ
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But there are also some interesting aspects of recent
immigration trends. PLT arrivals have been slowly rising since around
2004 and are currently averaging around 7,000 per month. Despite the
fact that the economy has been in recession for four quarters, the
country is still managing to attract people who want to live here.
Obviously New Zealand has some key factors that will always encourage
new immigration (reasonable living standards, generally a peaceful part
of the globe, typical openness to new cultures, etc). However, there is
the potential for NZ’s attractiveness to be marginalised over the coming
months by a few factors. First, there is the reality that people will still
have to find a job. Recent survey evidence and anecdotes have
suggested the labour market is deteriorating rapidly. We expect the
unemployment rate to rise to close to 8 percent by mid-2010. Second,
many potential migrants offshore have taken a big hit to their wealth
portfolios and so are no longer as ‘cashed up’. And it also may be
difficult for some to move given the requirement to sell a property in the
country where they currently live. This could particularly be a case for
those from the UK (NZ’s biggest source country of migrants), where
house prices have fallen by a fifth. And third, we are starting to hear
protectionist type chatter emerge such as “NZ jobs for New Zealanders”.
There is one large potential offset though to all these factors and that is
the possibility of a number of ex-pat New Zealanders returning home as
economic prospects remain weak offshore. However, there is limited
evidence of this occurring yet.

PLT arrivals and migrant transfers

$m Persons
1000 - r 28000
PLT arrivals (RHS)
900 ) r 26000
Migrant transfers

800 1 - credit (LHS) r 24000
700 - r 22000

600 -
i r 20000

500 -
18000

400 -
200 - r 16000
200 4 r 14000
100 - r 12000
o T T T T T T T T T 10000

87 89 91 93 95 97 99 01 03 05 07 09

Sources: ANZ National, Statistics NZ

Migrant transfer flows are important to monitor.* While of course
the absolute number of bodies arriving or leaving the country is
important from a housing demand perspective, the amount of money or
capital they bring (take) with them is also very important. Interestingly,
while the number of PLT arrivals has remained at elevated levels, the
amount of capital brought per person has fallen significantly. In 2008,
PLT immigrants brought an average of $10,000 per person. This
compares with over $25,000 per person in 2002. Conversely, PLT
emigrants took with them an average of $20,000 in 2008, compared

1 Migrant transfers are the funds which immigrants bring with them to New Zealand
and emigrants take to other countries.
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with around $14,000 in 2002. So while it is positive on a number of
bodies sense, on a capital flow sense, net migration is negative, to the
tune of $800 million in 2008. This obviously is a different dynamic
compared to past migration cycles.

Net migration and real house prices

Persons (000s, 12mth total) Annual % change
50 4 r 40
40 Net migration
(LHS) - 30
30 1
r 20
r 10
ro
r -10
-30 -
. -20
-40 - Real house prices (RHS)
-50 - - -30

62 66 70 74 78 82 86 90 94 98 02 06
Sources: ANZ National, Statistics NZ, Quotable Value

Migration has not been the driving force of the property market
over the past few years. A disconnect developed between the housing
market and net migration between 2004 and 2007. Migration was not
the be-all and end-all driving the property market. Annual net migration
has been below 15,000 since the start of 2005 yet house prices are still
30 percent higher relative to then (and this includes the fact that real
prices have fallen around 11 percent from their peak). It is therefore
clear that something else was going on and we suspect it is the credit
nature of the upturn, and then the downturn, that is playing a key role.
Behavioural aspects to the cycle also cannot be discounted as the “house
prices only go up” mantra led to a significant amount of exuberance.
This disconnect is not uncommon though. While migration is clearly an
important driver of housing demand, there have been periods in New
Zealand'’s history where the relationship has broken down.

The causality process? What comes first, the chicken or the egg?
Does GDP drive migration or the other way around? Historically,
migration flows have tended to deteriorate during times of economic
weakness or rising unemployment. In that situation it is only natural to
pack your bags and look overseas as was the case over the 1980s. This
has tended to make migration a consequence and accelerant of the cycle
as opposed to the determinant. So based on the traditional relationship
and prospects for fewer job opportunities in NZ, we may well see
migration numbers slide. Yet this economic cycle is also different. It's a
deep global downturn. NZ is suffering, but looks better than most,
particularly those in the Northern Hemisphere. Hence, it is possible that
migration will hold up better than it has in the past. There is also the
possibility that ex-pat New Zealanders will return home as prospects
remain weak offshore. These sort of conflicting dynamics leave us
musing over prospects for migration over 2009.

N
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Net migration and GDP growth
Persons (000s, 12mth total) Ann avg % change
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Sources: ANZ National, Statistics NZ

> Nevertheless, the recent trends are encouraging. With residential
building consent issuance hitting record low levels, any additional net
migration inflows on top of natural population growth will only
exacerbate the current demand-supply imbalance that is forming (refer
to chart on page 4). With a tightening in bank lending criteria, positive
net migration inflows will join low mortgage rates as helping to provide a
base of support for the housing market. There is little doubt that pent up
demand for houses is building. However, we also need to remember that
this cycle is more of a land price adjustment, as opposed to a physical
house price correction. The former was the component that experienced
the biggest appreciation on the way up. Therefore, while improved net
migration inflows will support the demand/supply imbalance, there still
remains a relatively large number of sections on the market. Regular
readers of our Property Focus will be aware of our analysis looking at the
number of sections for sale relatively to total properties and this has
remained at elevated levels.

The upshot

There is little doubt that increased net migration inflows is a positive for both
the housing market and the economy as a whole. The recent early sign that
net migration is improving, albeit as a result of less New Zealanders leaving,
is encouraging and will help provide a base level of support to the housing
market. However, as our discussion above states, net migration is not the
holy grail of drivers for the property market. There are other forces at play.
We are particularly interested in how a deteriorating labour market will
impact, particularly as the housing market turned when the unemployment
rate was still at historically low levels. The risk is that the recent pick-up in
housing market activity will not be maintained. Therefore, the rise in net
migration inflows, if sustained, is more likely to be a key accelerant over
2010, rather than a 2009 story.

ﬂl:
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Statistical Annex

Weekly mortgage repayments table (based on 25-year term)

Mortgage Rate (%6
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Housing market indicators for March 2009 (based on REINZ data)

Hﬁ‘égi 3mth Mthly
p % % Comment
(Ann %
change ) EMG]
[\[e]gg]E=Tgle} -8.2 136 (+5%) Has recorded the lowest three month price change in NZ

Auckland -1.5 1,717 (+12%) 40 The most monthly house sales since January 2008

Waikato/BOP/Gisborne -3.1 1.1 767 (+19%) 67 Median days to sell has been unchanged for all of 2009

-0.7 -3.7 212 (+20%) 63 The median sales price is clinging around $265k

1.8 -2.5 132 (-3%) 39 Recorded the strongest annual growth in house prices
0.0 -1.2 240 (-13%) 53 The largest fall in sale numbers in the month of March
-8.3 0.5 576 (+1%) 53 Median house sale prices inched up to a 10-month high
1.6 -1.5 225 (+9%) 53 The number of house sold in March hit a 6-month high
-6.8 -3.0 890 (+22%) 45 Annual percent growth below NZ for 9th month in a row

-4.6 -2.9 241 (+11%) 38 The shortest time to sell a house was in Otago
Central Otago -9.4 -4.4 96 (+40%) 94 Sale numbers pick up but prices remain depressed
Southland -4.5 1.4 141 (+10%) 50 Recorded the strongest 3 month rise in house prices

NEW ZEALAND -4.0 -1.1 5,287 (+7%) 48 A nationwide rebound, sparked by lower mortgage rates

Key forecasts

0.8

nui

GDP (Ann Avg % Chg) 2.5 1.7 0.3 -1.0 -2.1 -2.8 -2.8 -2.0 -0.8
CPI Inflation (%) 4.0 5.1 3.4 3.0 2.1 1.1 2.2 2.4 2.2 2.3
Unemployment Rate (%) 4.0 4.3 4.7 5.4 6.3 7.0 7.5 7.9 8.0 7.9

[ e Forecast (end month)
[ncerest rates | Feb 09 [ war 05 | Latest | jun 09

Official Cash Rate 3.7 3.0 3.0 2.25 2.25 2.25 2.25 2.25 2.75 3.75
90-Day Bank Bill Rate 3.4 3.2 3.1 2.7 2.7 2.7 2.7 2.7 3.5 4.4
Floating Mortgage Rate 6.9 6.5 6.4 5.7 5.7 5.7 5.7 5.7 6.2 7.2
1-Yr Fixed Mortgage Rate 5.8 5.8 5.8 5.8 5.8 5.8 5.8 5.8 6.4 7.2
2-Yr Fixed Mortgage Rate 5.9 6.2 6.3 6.0 6.0 6.1 6.3 6.3 7.0 7.7
5-Yr Fixed Mortgage Rate 6.5 7.5 7.5 7.5 7.5 7.5 7.5 7.5 8.1 8.3
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NEW ZEALAND DISCLOSURE INFORMATION

The Bank (in respect of itself and its principal officers) makes
the following investment adviser disclosure to you pursuant to
section 41A of the Securities Markets Act 1988.

The Bank (in respect of itself and its principal officers) makes
the following investment broker disclosure to you pursuant to
section 41G of the Securities Markets Act 1988.

Qualifications, experience and professional standing
Experience

The Bank is a registered bank and, through its staff, is
experienced in providing investment advice about its own
securities and, where applicable, the securities of other
issuers. The Bank has been selling securities, and providing
investment advice on those securities, to customers as a core
part of its business for many years, drawing on the extensive
research undertaken by the Bank and its related companies
and the skills of specialised staff employed by the Bank. The
Bank is represented on many bank, finance and investment
related organisations and keeps abreast of relevant issues by
running seminars and workshops for relevant staff and having
its investment adviser staff attend external seminars where
appropriate. The Bank subscribes to relevant industry
publications and, where appropriate, its investment advisers
will monitor the financial markets.

Relevant professional body

The Bank is a member of the following professional bodies
relevant to the provision of investment advice:

o New Zealand Bankers Association;

e Associate Member of Investment Savings & Insurance
Association of NZ;

e Financial Markets Operations Association; and
e Institute of Finance Professionals.
Professional indemnity insurance

The Bank (and its subsidiaries), through its ultimate parent
company Australia and New Zealand Banking Group Limited,
has professional indemnity insurance which covers its
activities including those of investment advisers it employs.

This insurance covers issues (including ‘prior acts’) arising
from staff fraud, electronic crime, documentary fraud and
physical loss of property. The scope of the insurance also
extends to third party civil claims, including those for
negligence. The level of cover is of an amount commensurate
with the size and scale of the Bank.

The insurer is ANZcover Insurance Pty Limited.
Dispute resolution facilities

The Bank has a process in place for resolving disputes. Should
a problem arise, you can contact any branch of the Bank for
more information on the Bank’s procedures or refer to any of
the Bank’s websites.

Unresolved complaints may ultimately be referred to the
Banking Ombudsman, whose contact address is PO Box 10-
573, Wellington.

Criminal convictions

In the five years before the relevant investment advice is
given none of the Bank (in its capacity as an investment
adviser and where applicable an investment broker) or any
principal officer of the Bank has been:

e Convicted of an offence under the Securities Markets Act
1988, or the Securities Act 1978 or of a crime involving
dishonesty (as defined in section 2(1) of the Crimes Act
1961);

e A principal officer of a body corporate when that body
corporate committed any of the offences or crimes involving
dishonesty as described above;

e Adjudicated bankrupt;

e Prohibited by an Act or by a court from taking part in the
management of a company or a business;

e Subject of an adverse finding by a court in any proceeding
that has been taken against them in their professional
capacity;

e Expelled from or has been prohibited from being a member
of a professional body; or

e Placed in statutory management or receivership.
Fees

At the time of providing this disclosure statement it is not
practicable to provide accurate disclosure of the fees payable
for all securities that may be advised on. However, this
information will be disclosed to you should you seek advice
from one of the Bank’s investment advisers on a specific
investment.

Other interests and relationships

When a security is sold by the Bank, the Bank may receive a
commission, either from the issuer of a security or from an
associated person of the Bank. Whether that commission is
received and, if received, its value depends on the security
sold. At the time of providing this disclosure statement it is
not practicable to provide a detailed list of each security that
may be advised on, the name of the issuer of that security
and the rate of the commission received by the Bank.
However, this information will be disclosed to you should you
seek advice from one of the Bank’s investment advisers on a
specific investment.

In addition to the interest that the Bank has in products of
which it is the issuer, the Bank, or an associated person of the
Bank, has the following interests or relationships that a
reasonable person would find reasonably likely to influence
the Bank in providing the investment advice on the securities
listed below:

e ANZ Investment Services (New Zealand) Limited (ANZIS),
as a wholly owned subsidiary of the Bank, is an associated
person of the Bank. ANZIS may receive remuneration from
a third party relating to a security sold by the Investment
Adviser.

e UDC Finance Limited (UDC), as a wholly owned subsidiary
of the Bank, is an associated person of the Bank. UDC may
receive remuneration from a third party relating to a
security sold by the Investment Adviser.

e The Bank has a joint venture relationship with ING (NZ)
Holdings Limited (ING). ING and its related companies may
receive remuneration from a third party relating to a
security sold by the Investment Adviser.

Securities about which investment advice is given

The Bank provides investment advice on the following types of
securities:

e Debt securities including term and call deposits,
government stock, local authority stock, State-Owned
Enterprise bonds, Kiwi bonds and corporate bonds and
notes;

e Equity securities such as listed and unlisted shares;
¢ New Zealand and overseas unit trusts;

e Share in a limited partnership;

e Superannuation schemes and bonds;

e Group investment funds;

e Life insurance products;

e Derivative products including interest rate and currency
forward rate contracts and options; and

e Other forms of security, such as participatory securities.

PROCEDURES FOR DEALING WITH INVESTMENT MONEY
OR INVESTMENT PROPERTY

If you wish to pay investment money to the Bank you can do
this in several ways such as by:

e Providing cash;

e Providing a cheque payable to the relevant product or
service provider and crossed ‘not transferable’; or

N
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e Making an automatic payment or payment through another
electronic delivery mechanism operated by the Bank.

Investment property (other than money) may be delivered to
the Bank by lodging the relevant property (for example, share
certificates) with any branch of the Bank offering a safe
custody service, or by posting (using registered post) the
documents or other property to a branch of the Bank,
identifying your name, account number and investment
purpose.

Any investment money lodged with the Bank for the purchase
of securities offered by the Bank, its subsidiaries or any third
parties will be deposited in accordance with your instructions,
to your nominated account or investment. Such money will be
held by the Bank according to usual banking terms and
conditions applying to that account or the particular terms
and conditions relating to the investment and will not be held
by the Bank on trust unless explicitly accepted by the Bank on
those terms. Any investment money or property accepted by
the Bank on trust will be so held until disbursed in accordance
with your instructions. Any investment property lodged with
the Bank will be held by the Bank as bailee according to the
Bank’s standard terms and conditions for holding your
property.

Record Keeping

The Bank will keep adequate records of the deposit of
investment moneys or property and all withdrawals and
dealings with such money or property, using the
account/investment number allocated to your investment. You
may have access to those records upon request.

Auditing

The Bank’s systems and operations are internally audited on a
regular basis. The financial statements of the Bank and its
subsidiaries are audited annually by KPMG. However, this
does not involve an external audit of the receipt, holding and
disbursement of the money and other property.

Use of Money and Property

Money or property held by the Bank for a specific purpose
communicated to the Bank (e.g. the purchase of an interest in
a security) may not be used by the Bank for its own purposes
and will be applied for your stated purpose. No member of the
Bank’s staff may use any money or property deposited with
the Bank, for their own purposes or for the benefit of any
other person. In the absence of such instructions, money
deposited with the Bank may be used by the Bank for its own
purposes, provided it repays the money to you upon demand
(or where applicable, on maturity), together with interest,
where payable.

NEW ZEALAND DISCLAIMER

The Bank does not provide investment advice tailored to an
investor's personal circumstances. It is the investor's
responsibility to understand the nature of the security
subscribed for, and the risks associated with that security. To
the maximum extent permitted by law, the Bank excludes
liability for, and shall not be responsible for, any loss suffered
by the investor resulting from the Bank’s investment advice.
Each security (including the principal, interest or other returns
of any security) the subject of investment advice given to the
investor by the Bank or otherwise, is not guaranteed, secured
or underwritten in any way by the Bank or any associated or
related party except to the extent expressly agreed in the
terms of the relevant security.

This document is provided for informational purposes only and
does not constitute an offer to sell or solicitation to buy any
security or other financial instrument. No part of this
document can be reproduced, altered, transmitted to, copied
to or distributed to any other person without the prior express
permission of the Bank.

This document is a necessarily brief and general summary of
the subjects covered and does not constitute advice. You
should obtain professional advice before acting on the basis of

any opinions or information contained in it. The information
contained in this document is given in good faith, has been
derived from sources perceived by it to be reliable and
accurate and the Bank shall not be obliged to update any such
information after the date of this document. Neither the Bank
nor any other person involved in the preparation of this
document accepts any liability for any opinions or information
(including the accuracy or completeness thereof) contained in
it, or for any consequences flowing from its use.

UNITED STATES DISCLAIMER

This document is being distributed in the United States by
ANZ Securities, Inc. (“ANZ S”) (an affiliated company of
Australia and New Zealand Banking Group Limited (“ANZBG”)
and the Bank), which accepts responsibility for its content.
Further information on any securities referred to herein may
be obtained from ANZ S upon request. Any US person(s)
receiving this document and wishing to effect transactions in
any fixed income securities referred to herein should contact
ANZ S 1177 Avenue of the Americas, New York, NY 10036
USA, Tel: 1-212-801-9160, Fax: 1-212-801-9163, not its
affiliates.

This document is issued on the basis that it is only for the
information of the particular person to whom it is provided.
This document may not be reproduced, distributed or
published by any recipient for any purpose. This document
does not take into account your personal needs and financial
circumstances. Under no circumstances is this document to be
used or considered as an offer to sell, or a solicitation of an
offer to buy.

In addition, from time to time ANZBG, the Bank, ANZ S, their
affiliated companies, or their respective associates and
employees may have an interest in any financial products (as
defined by the Australian Corporations Act 2001), securities or
other investments, directly or indirectly the subject of this
document (and may receive commissions or other
remuneration in relation to the sale of such financial products,
securities or other investments), or may perform services for,
or solicit business from, any company the subject of this
document. If you have been referred to ANZBG, the Bank,
ANZ S or their affiliated companies by any person, that person
may receive a benefit in respect of any transactions effected
on your behalf, details of which will be available upon request.

The information herein has been obtained from, and any
opinions herein are based upon, sources believed reliable. The
views expressed in this document accurately reflect the
author’s personal views, including those about any and all of
the securities and issuers referred to herein. The author
however makes no representation as to its accuracy or
completeness and the information should not be relied upon
as such. All opinions and estimates herein reflect the author’s
judgement on the date of this document and are subject to
change without notice. No part of the author’s compensation
was, is or will be directly or indirectly related to specific
recommendations or views expressed in this document.
ANZBG, the Bank, ANZ S, their affiliated companies, their
respective directors, officers, and employees disclaim any
responsibility, and shall not be liable, for any loss, damage,
claim, liability, proceedings, cost or expense (“Liability”)
arising directly or indirectly (and whether in tort (including
negligence), contract, equity or otherwise) out of or in
connection with the contents of and/or any omissions from
this communication except where a Liability is made non-
excludable by legislation.

This document has been prepared by ANZ National Bank Limited. ANZ (part of ANZ National Bank Limited), Level 7, 1 Victoria Street,
Wellington 6011, New Zealand Phone 64-4-802 2000 Fax 64-4-496 8639 http://www.anz.co.nz e-mail ecnmcs@anz.com
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