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Lower dairy commodity prices and higher interest rates drive
down farmer confidence
Results at a Glance
• New Zealand farmer confidence dropped significantly, led down by a slide in dairy
farmer confidence. Higher interest rates also tempering sentiment.
• Beef and sheep farmer confidence, however, rose to three-year high.
• Dairy producers concerned about falling commodity prices and the exchange rate,
while sheep and beef farmers buoyed by improving prices.
• Investment intentions remain stable.
• 82 per cent of farmers consider that they are implementing best practices for
environmental sustainability in their business.
• Only 50 per cent of farmers considering farm succession have formal plans in place.

A softening in dairy farmer sentiment and rising interest rates has led overall New
Zealand rural confidence to a significant slide in the past quarter, but beef and sheep
farmers have bucked the trend, with their confidence levels rising to three-year
highs.
The latest Rabobank Rural Confidence Survey – completed in June – has shown a sizeable
dampening in overall farmer confidence, with just 25 per cent of the country’s primary
producers now having a positive outlook on the performance of the agricultural economy in
the next 12 months. This was down from 42 per cent with that expectation in the previous
survey.
A total of 24 per cent expected conditions to worsen (climbing from 13 per cent with that
view previously), while 50 per cent expected the agricultural economy to remain the same
in the coming year.
Much of the softening in confidence was driven by dairy farmers, who reported a significant
decline in sentiment, primarily because of falling commodity prices – a reason given by 63
per cent of dairy farmers who had a pessimistic outlook.
Dairy is now the least confident of all the New Zealand agricultural sectors in terms of future
outlook, reflecting the reduction in milk payout expectations for the 2014-15 season
compared with the record high prices from 2013-14.
Sheep and beef farmer sentiment, on the other hand, recorded a healthy surge, with 57 per
cent of farmers in this sector reporting a positive outlook (up for 37 per cent in the previous
quarter). Just seven per cent expected conditions to worsen in the next 12 months, down
from 10 per cent previously.
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Rabobank New Zealand CEO Ben Russell said the results reflected the strengthening
being seen in sheep and beef prices, on the back of lower supply due to high slaughter
levels in the past 12 to 18 months.
Mr Russell said the slump in dairy farmer sentiment had been driven by lower dairy
commodity prices, as well as the strengthening New Zealand/US dollar exchange rate.
“Dairy commodity prices have fallen from record high levels in 2013, and have been down
between 10 and 20 per cent since mid-March in US dollar terms,” he said. “The dollar was
also cited as a concern, with 28 per cent of dairy farmers saying the exchange rate had
contributed to their pessimistic view.”
Overall, New Zealand farmers were also concerned about rising interest rates – 22 per cent
who had a negative outlook on the 12 months ahead nominated interest rates as reason for
their pessimism.
“With the RBNZ now hiking the official cash rate three times over the past three consecutive
months, and clearly signalling further rises are likely, it is not surprising that interest rates
are weighing heavily on farmers’ minds,” Mr Russell said. “This will be impacting on
farmers’ plans in terms of spending and investment in the coming 12 months.”
For those New Zealand farmers with a positive outlook, the main causes for optimism were
rising commodity prices (31 per cent) and overseas markets/economies (nominated by 29
per cent).
Farmers’ expectations of their own business performance were also down overall, though
more positive than their view of the agricultural economy generally. A total of 42 per cent
expected improved business performance in the next 12 months – slightly down on the 46
per cent in the previous quarter – while 39 per cent expected performance to remain stable
and 18 per cent for it to worsen (compared with 11 per cent previously).
Mr Russell said sheep and beef farmers had the highest expectations of their own
businesses since July 2011. “And it is the first time they have been ahead of dairy farmers
on this measure since December 2011,” he said.
Interestingly, New Zealand farmers’ investment intentions remain unchanged since last
quarter with 93 per cent of farmers intending to increase or maintain the level of investment
in their farm business.
Mr Russell said while the measure was stable, the sector composition was different.
“Sheep and beef farmers have increased their investment intentions, while dairy farmers
have lowered their expectations in this regard,” he said.
Questioned on the topic of sustainable practices – 82 per cent of New Zealand farmers
indicated they were actively implementing best practices to improve environmentally
sustainable outcomes on their farms.

2

Media Release
July 2, 2014
Sheep and beef farmers were, however, trailing behind the rest of the agricultural sector in
this regard, with just 74 per cent of producers in this sector assessing that they were
implementing best practice in this regard.
On the topic of succession planning, 62 per cent of farmers were currently considering
succession of the family farm, with only half of these farmers having a formal succession
plan in place.
Conducted since 2003, the Rabobank Rural Confidence Survey is administered by
independent research agency TNS, interviewing a panel of approximately 450 farmers each
quarter.
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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 operates in 42 countries, servicing the needs of
approximately 10 million clients worldwide through a network of more than 1600 offices and branches.
Rabobank New Zealand is one of New Zealand's leading rural lenders and a significant provider of
business and corporate banking and financial services to country's food and agribusiness sector. The
bank has 32 branches throughout New Zealand.
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