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NEW ZEALAND ECONOMICS
ANZ COMMODITY PRICE INDEX

MILKY DIP

The ANZ Commodity Price Index slipped for a fifth successive month.
The index fell by 3.5 percent in October. This is the largest monthly decrease
since February 2009. The cumulative drop in the index since the May peak
has been 7.9 percent. Ten commodities recorded a fall in prices in the month
of October, two commodity prices lifted and five commodity prices were
unchanged.

The largest fall was in the price of kiwifruit, down 17 percent. This is
consistent with the traditional season pattern as the export season winds
down. The largest contribution to the decline in the overall index came from
several dairy products. Cheese prices fell 7 percent, skim milk powder and
butter prices dropped 6 percent, whole milk prices decreased 4 percent and
casein prices slipped 1 percent. Other large falls in the commodity basket
were seen in the prices of aluminium and beef, which eased 5 and 4 percent
respectively. In addition, the price of lamb and sawn timber both dropped 1
percent.

Wool and skins were the only commodities to record a lift in prices.
Skins prices rose 3 percent and wool prices inched up 1 percent.

The NZ dollar weakened in value across all of our major trading currencies.
This dampened the impact of the fall in world commodity prices but couldn’t
totally offset the weaker tone. As a consequence, the ANZ NZD Commodity
Price Index slipped 0.6 percent in October.

The latest easing takes both the world and the NZ dollar priced indices back
to the levels that prevailed at the start of the year, but encouragingly
the indices remain significantly above their historical averages.
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ANZ COMMODITY PRICE INDEX
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Change Change Change Change
Oct-07 245.0 . 36.9 183.1 . 20.7
Oct-08 217.7 . -11.2 197.6 . 7.9
Oct-09 214.0 . -1.7 159.6 . -19.2
Oct-10 263.4 . 23.1 191.6 . 20.1
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-11 308.0 -0.2 22.2 200.3 -3.7 4.7
Aug-11 303.8 -1.4 22.0 200.0 -0.2 5.7
Sep-11 297.7 -2.0 16.5 200.3 0.2 4.9
Oct-11 287.4 -3.5 9.1 199.1 -0.6 3.9

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: KIWIFRUIT

New Zealand has a sizeable slice of the global
trade in Kiwifruit. From its roots 100 years ago,
the industry has grown into a $1 billion annual
export earner. However, the recent discovery
of a bacterial disease called pseudomonas
syringae pv actinidiae (PSA) is expected to
severally affect production over the next 3
years or longer.

Kiwifruit was first introduced to NZ in 1904, when a
Whanganui teacher brought "yang tao" seeds back
from China, and gave them to an orchardist friend.
Propagation over the next 16 years saw plantings in
Auckland, Fielding, Wanganui and Tauranga. It was
another 30 years before the first commercial
shipment, 13 tonnes of “chinese gooseberries”, were
exported to England. The name Kiwifruit was
introduced in the late 1950s, coinciding with the first
shipments that were exported to the USA.

In 1977, the New Zealand Kiwifruit Marketing
Licensing Authority was established. A decade later
this organisation developed to be a single desk seller
of NZ kiwifruit — the New Zealand Kiwifruit
Marketing Board (NZKMB). In 1997, the NZKMB
chose to differentiate New Zealand kiwifruit, to avoid
confusion with product from other competing
nations. Thus the ZESPRI™ brand and trademark
was created for NZ kiwifruit, and ZESPRI
International Ltd was established as the marketing
subsidiary. In the late 1970's, NZ kiwifruit growers
began experimenting with the cultivation of a golden
kiwifruit. Seeds were imported from China, and after
a lengthy selection and nurturing process, the
yellow-fleshed kiwifruit (ZESPRI™ GOLD) variety
was introduced to the world in 1999. The Bay of
Plenty is the hub of kiwifruit production in New
Zealand, with over three-quarters of the national
crop harvested in the region. A small, but
increasing, share of ZESPRI™ Kiwifruit production is
now being grown offshore, in an effort to build a
year-round supply programme for the brand.

New Zealand is the world’s third largest kiwifruit
producer, behind Italy and China, with Chile growing
in importance. With world-wide kiwifruit plantings
relatively stable, variations in production levels are,
largely, dependent on weather conditions in the key
producing nations (NZ, Italy, China, Chile and
France). Consequently, global kiwifruit production
can vary considerably from year to year, with a
knock-on effect on world prices. NZ Kiwifruit
commands a price premium, reflecting high quality,
innovative marketing strategies and strong
branding.

Prices were stronger last year and things have
remained steady this season but the higher NZD has
reduced returns at the orchard-gate. However,
production yields were very good this season and
have helped provide an offset for lower pricing,
especially for Gold.

An outbreak of PSA is estimated to cut kiwifruit
production from above 110 million trays, to 75
million trays over the next several years. These
reductions are likely to lead to an increase in grower
prices. Higher prices are likely due to increased
competition for limited supply from packhouses and
the smaller crops being shipped to the highest
returning markets. However, this will be insufficient
to compensate growers for the loss of production.

New Zealand exported $1.1 billion of kiwifruit in the
twelve months to September 2011, which represents
2Y4 percent of our total merchandise exports. About
72 percent of Kiwifruit exports were the classic
ZESPRI™ GREEN Kiwifruit, with a rising share (27
percent) of exports from ZESPRI™ GOLD.

Destination of NZ's Kiwifruit Exports
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Japan is our largest single market for Kiwifruit
exports, taking over a quarter of the total value of
exports, followed by countries in Europe, Asia and
Australia. In the 1980s Japan and Western Europe
were our main markets for kiwifruit exports. Over
the last two decades Asia has increased its share of
kiwifruit exports, with the proportion sent to China,
Korea, Taiwan and HK in particular lifting from next
to nothing to a quarter of all kiwifruit exports.

NZ's main Kiwifruit export markets
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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.



