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NEW ZEALAND ECONOMICS
ANZ COMMODITY PRICE INDEX

HI1(GH)JACKED

The ANZ Commodity price Index slipped by the narrowest of margins in the
month of July. The index was 0.1 percent lower in July, but remains
relatively elevated being 22 percent higher than when compared to a year
earlier. There were eight commodities recording a firming in prices in July and
seven commodities recording price falls. Wood pulp and lumber prices were
unchanged in the month.

The price of kiwifruit recorded a 7 percent rise in July, followed by a 6
percent rise in wool prices and a 5 percent rise in beef prices. The
price of skins lifted 2 percent, while seafood, sheepmeat and venison prices all
rose by up to 1 percent.

Log prices recorded the greatest fall, dropping 6 percent from the
preceding month. Apple prices dropped 5 percent, the prices of dairy
products eased between 1 and 4 percent (with the overall dairy component
decreasing 2 percent) and aluminium prices slipped 1 percent.

The strengthening in the NZ dollar has eroded the NZD Commodity
Price Index. On a trade-weighted basis the value of the Kiwi dollar
strengthen by over 3 percent in July. With the international prices of
commodities virtually unchanged, the rise in the currency was reflected in an
easing in the ANZ NZD Commodity Price Index. The index was 3.7 percent
weaker in July.

ANZ COMMODITY PRICE INDEX

INDEX (Jan 1986=100)
325 -

300 -

275 A
World Price Index

250 ~
225 A
200 ~
175 A
150 ~

NZD Index
125

100 T T T T T T T T T T
90 92 94 96 98 00 02 04 06 08 10



ANZ Commodity Price Index / Data for July 2011, released on 1 August 2011 / 2 of 4

ANZ COMMODITY PRICE INDEX
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Monthly Annual NZ$ Monthly Annual
7 % Index % 7

Change Change Change Change
Jul-07 236.9 n.a. 34.6 170.9
Jul-08 256.6 n.a. 8.3 194.8 n.a. 14.0
Jul-09 181.6 n.a. -29.3 155.4 n.a. -20.2
Jul-10 251.9 n.a. 38.8 191.4 n.a. 23.1
Feb-11 292.3 2.7 20.3 208.7 2.9 10.1
Mar-11 306.2 4.7 23815 225.6 8.1 18.4
Apr-11 311.0 1.6 19.8 216.8 -3.9 9.8
May-11 312.1 0.4 19.6 215.1 -0.7 7.6
Jun-11 308.5 -1.2 20.6 208.0 -3.3 4.9
Jul-11 308.2 -0.1 22.3 200.4 -3.7 4.7

Commodity Price Index weights are based on contributions to merchandise exports.
Weights for the 2011 year are: Wool 3.3%; Beef 8.8%; Lamb 12.4%; Venison 0.9%;
Skins 2.0%; Dairy 41.6%; Apples 1.5%; Kiwifruit 4.5%; Logs 6.1%; Sawn Timber
4.7%; Wood Pulp 2.8%; Seafood 5.9%; Aluminium 5.5%
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FEATURED COMMODITY: LUMBER

The value of forestry exports account for 8
percent of NZ’s total merchandise exports,
with lumber exports making up a large chunk
of this. The slump and recovery in the
international price of lumber reflects the
fortune of the global economy. The slowdown
in house construction in the US has resulted in
a drop in the value of lumber exports sent
there.

In the twelve months to June 2011, New Zealand
exported $3.9 billion of forestry related products,
which represented 8 percent of New Zealand’s total
merchandise exports. Lumber exports include
$1,140 million of sawn timber and another $360
million of further processed wood (such as
fibreboard and plywood). In the 12 months to June,
logs as a proportion of total forestry exports lifted to
44 percent, the highest in the history of the
series.(1988).. Forestry is projected to be one of
New Zealand's leading export industries over the
next fifteen years, with the annual plantation
harvest set to double by 2025.
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Sawn timber is a key input used in the construction
of housing. As such, the price at which lumber sells
for generally moves in tandem with demand
pressures overseas. With this in mind, it makes a
crude but timely gauge of economic prospects in
offshore markets. The turmoil in the global economy
resulted in international price of sawn timber
slumping in 2008/09. The price of lumber recovered
until early 2010, and experiencing another dip late
last year. Prices have been lifting over 2011 to be
where they were a year earlier. When converted into
New Zealand dollars, the recent double dip in the
export price of lumber was accentuated, hitting a
23-year low late last year. The NZD price of lumber
has lifted 14 percent from last year’s low but

remains about 16 percent below the long-term
average.

New Zealand pine is used extensively for mouldings
and millwork in the United States. As such, one of
the repercussions of the US recession has been
much reduced demand for New Zealand’s wood. By
comparison, the main use of our lumber exports to
Australia is for structural and exterior purposes.
With regard to the Asian countries, a large
proportion of our timber exports are further
processed once they are landed there and then
shipped on to North America and Europe.

Over most of last decade, the United States was our
largest export market for lumber, at one point
reaching a third share of all lumber exports. Since
the global financial crisis has hit, the value of lumber
shipments to the US have slipped down the
rankings, with its share of exports dropping to 12
percent. Offsetting this, an increasing share of our
lumber exports are now being sent to the Asia
region. Top of the list of Asian export markets for
New Zealand lumber include Japan, China and
Vietnam, with 18, 15 and 8 percent, respectively, by
value.

Destination of NZ's Lumber Exports

\

Indicative Value, $m

Sources : ANZ, National Bank, Statistics NZ.

Of our export markets, Vietnam has proportionately
higher exports of lumber than other goods, with
sawn timber comprising about 15 percent of all NZ
exports sent there, followed by the Philippines (7
percent ) and the USA, Thailand and Taiwan (all on
4 percent).
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IMPORTANT NOTICE

NEW ZEALAND DISCLAIMER

This publication is for information purposes only. Its content is intended to be of general nature, does not take
into account your financial situation or goals, and is not a personalised adviser service under the Financial
Advisers Act 2008. It is recommended you seek advice from a financial adviser which takes into account your
individual circumstances before you acquire a financial product. This publication does not constitute an offer to
sell or solicitation to buy any security or other financial instrument. No part of this publication can be
reproduced, altered, transmitted to, copied to or distributed to any other person without the prior express
permission of ANZ National Bank Limited (the “Bank™).

This publication is a necessarily brief and general summary of the subjects covered. The information contained
in this publication 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 publication. To
the extent permitted by law, neither the Bank nor any other person involved in the preparation of this
publication accepts any liability for the content of this publication (including the accuracy or completeness
thereof) or for any consequences flowing from its use.

UNITED STATES DISCLAIMER

This publication is being distributed in the United States by ANZ Securities, Inc. (Member of FINRA
[www.finra.org] and registered with the SEC) (“*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 publication and wishing to effect transactions in any fixed income securities referred to herein
should contact ANZ S 277 Park Avenue, 31st Floor, New York, NY 10172 USA, Tel: 1-212-801-9160, Fax: 1-
212-801-9163, not its affiliates.

This publication is issued on the basis that it is only for the information of the particular person to whom it is
provided. This publication may not be reproduced, distributed or published by any recipient for any purpose.
This publication does not take into account your personal needs and financial circumstances. Under no
circumstances is this publication 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 publication (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 publication.
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 publication 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 publication 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 publication. 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 publication has been prepared by 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 and e-mail
nzeconomics@anz.com.



