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Increasingly optimistic sheep and beef farmers buoy New Zealand
rural confidence

Results at a Glance

e Farmer confidence has increased for third consecutive quarter.

e Improved sentiment has been driven by sheep and beef producers, although dairy farmer
confidence remains high.

e Confidence varies markedly between regions.

e Modest increase in farmers’ investment intentions.

Increasing optimism among New Zealand’s sheep and beef producers has seen the
country’s rural confidence levels climb in the first months of 2010, the latest quarterly
Rabobank Rural Confidence Survey has shown. Dairy farmer confidence also remained
high.

However, confidence varies markedly between regions, reflecting the recent drought
conditions experienced in parts of the country.

The latest survey — completed this month — shows 34 per cent of the country’s farmers expect
the rural economy to improve in the next 12 months. While this was up only slightly on the 32
per cent with that expectation last survey, the number of farmers expecting conditions to
worsen fell from 26 per cent previously to just 11 per cent this survey.

Rabobank general manager Rural New Zealand Ben Russell said the survey showed much of
the improvement in rural confidence had been driven by sheep and beef farmers, who had a
more optimistic outlook about conditions in, and prospects for, their sectors.

“There have been several factors working in the favour of sheep and beef producers,” Mr
Russell said. “The dollar fell slightly during the survey period, while there has also been good
news in terms of commodity prices in these sectors.”

Mr Russell said lamb prices, in particular, had held at higher levels than expected during the
main processing season, due to good offshore market prices.

“Farmgate lamb prices season to date have averaged around $80 a head, compared to the
approximately $70 a head envisaged at the start of the processing season,” he said.

Meanwhile beef prices had also improved earlier than usual during the peak processing
season from the lows experienced pre-Christmas.
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Dairy farmer confidence had remained strong with 94 per cent expecting the agricultural
economy to either stay the same or improve, compared with 88 per cent in the previous
survey.

Mr Russell said higher international dairy commodity prices had improved the milk price since
the start of the 2009/10 season. The survey was undertaken before Fonterra’'s April
announcement of the increase to payout, which further confirmed the improving market trend.

Of those farmers surveyed who expected conditions to improve, rising commodity prices were
nominated as a key reason (cited by 37 per cent). Improving overseas markets/economies
were also a significant factor (nominated by 21 per cent).

Mr Russell said the survey had shown that 31 per cent of the sheep and beef farmers and 46
per cent of the dairy farmers expecting conditions to improve had nominated rising commadity
prices as a reason.

Of those farmers expecting the agricultural economy to worsen, a large number laid the blame
on the high dollar (nominated by 39 per cent) and rising input costs (24 per cent).

Mr Russell said drought also factored as a concern (mentioned by 14 per cent).

“This is not surprising considering the conditions we have experienced in Northland and parts
of Waikato, Canterbury and Otago,” he said.

Mr Russell said drought conditions in these regions also went towards explaining the marked
variances seen between different regions this survey.

“The regional differences were noticeably pronounced this time, with 33 per cent of pessimistic
upper North Island survey respondents citing drought as a concern, while on the other hand 14
per cent of optimistic farmers in the lower South Island credited good seasonal conditions as
reason for the economy improving,” he said.

In terms of farmers’ individual operations, the Rabobank survey showed farmers were slightly
less optimistic about the performance of their own businesses compared to the agricultural
economy in general. Overall, 35 per cent of farmers expected their own business performance
to improve in the next 12 months, although 15 per cent expected it to deteriorate.

The latest Rabobank Rural Confidence Survey showed a modest improvement in New
Zealand farmers’ investment intentions — with 88 per cent expecting to maintain or increase
their farm business investment, up from 87 per cent in the previous survey.

Mr Russell said investment intentions were strongest among dairy farmers with 93 per cent
expecting to maintain or increase their farm business investment. This level of expected
investment had increased from the low of 58 per cent seen in May 2009 and was likely to
indicate the adjustment many dairy farm businesses had undertaken over the past 12 months.
“Itis also likely to be a reflection of the improved milk price,” he said.

The survey showed an increasing number of farmers expected the value of their land to
remain static — 56 per cent compared to 52 per cent with that view in the previous survey.



Media Release
Rabobank April 28, 2010

However, more than a quarter of those surveyed (26 per cent) believed the value of their land
may decrease in the coming 12 months (compared to 23 per cent previously).

Mr Russell said sheep and beef farmers were the least optimistic about land prices with 34 per
cent expecting a decrease versus 13 per cent expecting an increase.

“Dairy farmers were evenly split with 20 per cent expecting land values to increase and the
same number expecting them to decrease,” he said.

Conducted since 2003, the Rabobank Rural Confidence Survey is the only study of its type in
New Zealand. The survey is administered by independent research agency TNS Conversa,
interviewing a panel of approximately 450 farmers each quarter.

Rabobank Rural Confidence Survey - expectation of performance of
agricultural economy over the next 12 months, by farm sector, 2009-2010
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Rabobank New Zealand is a part of the international Rabobank Group, the world's leading
specialist in food and agribusiness banking. Rabobank has more than 110 years' experience
providing customised banking and finance solutions to businesses involved in all aspects of
food and agribusiness. Rabobank is structured as a cooperative and has a AAA credit rating
from Moody’s and Standard & Poor’s. Rabobank operates in 46 countries, servicing the needs
of more than nine million clients worldwide through a network of more than 1600 offices and
branches. Rabobank New Zealand is one of the leading rural lenders and a significant provider
of business and corporate banking and financial services to the New Zealand food and
agribusiness sector. The bank has 30 branches throughout New Zealand.
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