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OVERVIEW

Global markets for New Zealand’s commodity exports are showing glimmers of
improvement, but this is not consistent across products or regions. The primary
driver for higher prices is tighter supply of particular products, rather than strong
consumer demand.

Consumers across the world are feeling the impact of slower economic growth,
which is weighing on confidence and capacity to spend. This means demand is soft
for several products, particularly higher-priced proteins, for which consumers are
seeking cheaper alternatives.

New Zealand's winter so far has generally been favourable for pasture production
and animal wellbeing, with most farms heading into the spring in good shape.
However, some North Canterbury hill country and other regions had not recovered
from drought before the winter arrived.

Dairy and beef returns are forecast to improve this season, but it is expected to
be another tough year for sheep farms. Returns from forestry are also expected to
remain subdued.

Farm profitability will continue to be hampered by high costs, including borrowing
costs, in the year ahead, although inflationary pressures are fading and interest rates
are starting to ease.

Prices at farm/orchard level relative to 10yr average'

Milk pri
Dairy commodity prices have trended higher, s
Dairy providing upside risk to our milk price forecast of ‘.
$8.50/kg for milk solids (MS) for the 2024-25 season.  Low High
19kg lamb
Shee Export returns for lamb and mutton are expected to
P remain at low levels for another season. )
Low High
. Pri
Beef returns are looking good for the season ahead, fime steer
Beef and this strength is reflected in the markets for store “
cattle. Low High
A-grade log

Forestr Log prices have lifted slightly due to lower supply
Y Volumes. Overall returns are relatively low.
Low High

" All prices are in New Zealand dollars, except where otherwise indicated.



ECONOMIC OVERVIEW

THE MACROECONOMIC BACKDROP

The RBNZ is now confident that inflationary pressures will
continue to ease, seeing inflation return sustainably to
target, and as a result the easing cycle has now officially
commenced. Markets anticipated these movements and
wholesale interest rates have already moved lower.

Lower rainfall has made it easier to farm this winter, but
also means lake levels are extremely low, causing a spike
in wholesale electricity prices. This is affecting all parts
of New Zealand’s economy, with some primary goods
processors opting to shut down factories to avoid the
high operating costs.

GLOBAL VOLATILITY

Volatility in global markets has risen. The growth outlook
is challenged in many countries, elections are taking
place in several major economies, and war continues in
the Middle East, impacting trade routes and driving up
shipping costs.

Markets are keenly anticipating when central banks will
loosen monetary policy. Many are starting to loosen
policy, or are poised to do so. The Bank of Japan'’s
tightening of monetary policy triggered a recent spike in
volatility in equity and bond markets.

Global commodity prices generally trended lower from
June to August. Despite the unrest in the Middle East,

oil prices have receded in the past couple of months
due to ample supply and waning demand. Aluminium
prices have declined, as softer economic conditions curb
investment in energy-efficient forms of electricity and
vehicles.
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ENERGY COSTS

Electricity prices in New Zealand have risen. Demand
tends to peak during winter as heating needs increase,
but this year low water levels in hydro lakes are limiting
electricity production. Lake levels have been low for
some time, and during the summer and autumn, the
release of water for irrigation was restricted across many
water schemes. Some farms in drought-struck regions
entered the winter with very low feed reserves.
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Soil moisture levels are relatively low across most of

New Zealand at present. This is making wintering stock

a lot easier than last season when it was excessively wet.
Pastures are expected to be in good shape for the spring.

Having sufficient feed on hand reduces some of the
pressure many farmers are facing. Unfortunately, financial
pressures will persist in the season ahead despite costs
starting to subside.
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SOIL MOISTURE GOOD FOR MOST OF NZ

Source: NIWA

MONETARY POLICY NOW IN EASING
MODE

We are starting to see some reduction in bank lending
rates, but the degree to which interest costs ease
throughout the 2024-25 season will depend on the data
flow pertaining to both activity and inflation and whether
it supports a cautious or rapid reduction in the Official
Cash Rate. Financial pressures for many farms may be
greater than they were in the 2023-24 season.

We expect the RBNZ will continue to reduce the OCR in
steady 25bp increments at each meeting, with balanced
risks around that path regarding whether cuts come
faster or slower than that.

INFLATION EASING

Domestic inflation is now slowing, and the RBNZ will
want to see this continue in order to keep steadily
cutting the OCR. Tradable inflation — driven primarily

by what is happening offshore — is slowing faster than
domestically driven inflation. That's helpful, but not
something the RBNZ can rely on to achieve their inflation
target sustainably.
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How quickly will the economy respond to rate cuts?
Traditionally it takes a very long time to feed through,
but there are a couple of reasons the response could be
quicker this time. First, many homeowners have opted
for shorter fixed terms over the past year in anticipation
of interest rate cuts. And second, normally the OCR is cut
because the economy has just been hit by a negative
income or confidence shock. This recession was unusual
in that it was deliberately engineered by monetary policy,
and so the recovery could feature different dynamics.
Essentially it boils down to how much investment,
employment and activity has been deferred awaiting
lower interest rates, rather than cancelled. We'll find out.

NZD IMPACTED BY VOLATILITY

As New Zealand's interest rates have started to decrease,
5o too has the attractiveness of investing funds here.
This reduces demand for the NZD. Central banks are
also cutting rates in other markets, but in some markets,
such as Japan, rates are actually rising. The differences in
interest rates and timing of movements tend to impact
the various currencies.

Another factor weighing on the NZD is the high level
of uncertainty and volatility in global markets. The
NZD tends to retreat when global volatility is high, and
financial markets have experienced plenty of volatility
recently.

Over the past couple of months the NZD has generally
weakened, but in August it lifted back above USDO0.60.

The relatively low NZD is supporting farmgate prices. We
anticipate it will firm a little across the remainder of the
year, reaching USD0.62 by the end of 2024.

Click here to access our latest forecasts.


https://www.anz.co.nz/content/dam/anzconz/documents/economics-and-market-research/Latest-forecasts.xlsx

DAIRJIES
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QUIETLY CONFIDENT

Confidence in global dairy markets is growing on the
back of a rise in demand for dairy products.

Large volumes of New Zealand's dairy produce hit
markets at this time of the year, and demand has been
sufficient to absorb that, seeing prices lift. This bodes
well, creating upside risk to our forecast for the 2024-25
season.

DAIRY MARKETS STRENGTHEN

Global dairy markets have experienced high volatility in
recent months, but the most recent price movements
have been positive. Positivity in the markets at this time
of the season bodes well for the season ahead.

The volume of product New Zealand has to export is
significant during the early part of the season. Volumes
offered by Fonterra via the Global Dairy Trade platform
tend to peak in September-October, while the seasonal
low is in May—June. Prices have firmed even as offer
volumes have lifted, indicating significant underlying
demand strength in the market.

FARMGATE MILK PRICE FORECAST
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This strength supports an improved milk price for the
2024-25 season compared to last season. We continue to
forecast a milk price of $8.50/kg MS for next season. At
present there is upside risk in this forecast, but a lot could
happen before the end of the season.

The relatively weak NZD continues to support the milk
price. We are expecting only a modest appreciation in
the NZD this season. If it remains subdued and dairy
commodity prices remain at or above current levels, a
higher milk price may be on the cards next season.

Dairy commodity markets are largely being driven by
relatively subdued growth in global milk supply rather
than any particular strength in demand.

Milk production in the US has been tracking lower for
the past year. Production each month has been lower
than the corresponding month in the previous year. The
number of milking cows in the US is currently 62,000
head down on last season (-0.7%). Production per cow
at current returns is not strong enough to encourage
farmers to increase rations to cows to lift productivity.

MILK PRODUCTION GROWTH FOR MAJOR
EXPORTERS
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DAIRY

European milk production in 2024 is expected to be
roughly on par with last season. Production expanded
during the European spring but has started to ease.

The number of dairy cows in Europe continues to trend
down. In 2023, cow numbers fell by 1.7%, with lower
numbers recorded in all major European dairy-producing
countries except Poland.

China's cow numbers are also expected to drop. It
produces about two-thirds of the dairy products its
residents consume, but in recent years has pushed

to become more self-sufficient, and this has led to an
oversupply of raw milk. Its production costs are very
high relative to other countries due to feed and water
shortages. These high costs mean many of its dairy farms
are now struggling financially as milk prices have fallen,
and are therefore expected to reduce herd sizes.

Dairy farmers in Argentina are grappling with policy
changes. The Government has limited exports to try to
reduce the domestic price of dairy products. That means
farmers are receiving less income while costs are rising.
The US Department of Agriculture expects Argentina’s
milk production to fall 7.4% y/y in 2024.

The lower volume of milk that is being produced globally
is supporting dairy commaodity prices as there is less
product available.
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LAMB & WOOL

ANOTHER TOUGH SEASON AHEAD

Lamb's farmgate returns have increased marginally as
the supply of winter lambs dries up. Small improvements
in international prices have also been supportive. We
expect farmgate prices for the season ahead to be similar
to last season.

The winter weather has generally been favourable in
regions where lambing is underway.

Wool pricing has improved slightly, but there is still some
way to go to catch up with the rapid rise in the cost of
harvesting wool.

SMALL IMPROVEMENT IN GLOBAL LAMB
MARKETS

Returns for lamb from international markets have
improved a little, but the change has been incremental
and the recent increases have not been enough to make
exporters more confident about the outlook.

The US market is delivering some of the best returns.
North America is taking about 20% of New Zealand's
lamb exports by volume. The industry is working hard
to grow this market, where lamb accounts for only a
miniscule proportion of total meat consumption.

European markets are in reasonable shape, particularly
the UK, where prices have been trending higher.

UK IMPORTS MORE LAMB AS LOCAL
PRODUCTION FALLS

The UK flock is currently at its lowest level in 12 years, and
the supply of local lamb is down. That shortfall has been
offset by higher import volumes, mostly from Australia
and New Zealand.

UK processors paid exceptionally high prices for
domestic lambs earlier this season. Prices fell sharply
in June and early July but have since plateaued above
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year-ago levels. Some UK supermarkets have dropped
their commitments to sell only UK-produced lamb, as
imported lamb is now cheaper.

Australia’s lamb exports have risen considerably in the
past year. The UKis a relatively small market for Australian
lamb exporters, but the latter have gained market share
at the expense of New Zealand. Other markets that
Australia has targeted in recent months include the US
and the Middle East.

DEMAND IN CHINA REMAINS
CHALLENGING

Like New Zealand, Australia is exporting less lamb to
China and other Asian markets than it has in the past.

China remains a challenging market for lamb and
mutton. Consumers there are choosing cheaper proteins
as they become less confident about their finances.

CHINA WHOLESALE MEAT PRICES
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The big drop in Chinese demand for mutton has had a
major impact on farmgate prices for cull ewes. Mutton is
currently selling for about $3.30/kg carcass weight (CW).
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FARMGATE MUTTON PRICE
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Mutton prices have been particularly low this season.
The current increase in prices is due primarily to seasonal
factors such as the slowdown in availability of ewes for
processing, rather than any significant improvement in
underlying market conditions.

Mutton is now worth about half what it was a couple of
years ago. This means the net cost of replacing ewes has
risen considerably, as the price of two-tooth and older
ewes hasn't dropped by nearly as much as the price of
cull ewes. Tight returns have seen some buyers favouring
older ewes.

SLOWDOWN IN LAMB PROCESSING

Processing of lambs has slowed in both the North and
South Islands this winter. Capacity has also been reduced
as lamb processing lines switch over to bobby calves.
Despite the reduced capacity, plants are struggling to
source sufficient lambs. Lamb throughput has been
down about 30% in recent weeks.

FARMGATE LAMB PRICE TREND AND FORECAST
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More lambs were processed earlier this season than
normal, which has reduced current availability. There has
been a small increase in prices offered, but there is a limit
to how much processors can pay. There are also fewer
store lambs on offer at the saleyards. Demand for those
on offer is good, as long as they have the potential to be
finished while they are still technically lambs.

LAMB AND MUTTON OUTLOOK

The recent up-tick in prices for finished and store stock
has been driven by seasonal tightening in the supply of
lambs and ewes. International market conditions have
improved marginally but remain very tight.

We expect returns for lamb and mutton will remain
subdued over the 2024-25 season, with pricing to be
similar to last season.

WOOL PRICES SEE A DECENT LIFT

Strong wool prices are generally improving. They are
slightly better than they have been in recent years but
still have some way to go before they positively impact
farm profits. The cost of harvesting wool has significantly
increased, so prices need to rise considerably to cover
Costs.

Recent auctions have seen greater urgency from buyers,
as the supply of some types of wool is limited. Wool
harvesting tends to slow at this time of the season, as
pre-lambing shearing has finished. This means some
buyers have been bidding a little harder at auctions to
secure supply. Whether this will evolve into better pricing
for the season ahead remains to be seen.

STRONG WOOL PRICES
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BEEF MARKETS STRENGTHEN

Beef markets have strengthened on improved
international returns and tight local supply. Processors are
struggling to secure supply, despite paying higher prices
for cattle. The combination of strong US demand and
low stock numbers means returns are expected to remain
elevated this season.

CATTLE IN SHORT SUPPLY

The number of cattle available locally for processing is low,
even as processors are working hard to secure supply.

The winter has been mild in many regions and some farms
have been slightly understocked, contributing to a lack of
urgency to move cattle off farm.

Schedule prices have jumped recently. Manufacturing
cow prices have lifted to $5/kg CW, while prices for steers,
heifers and bulls now range from $6-7/kg CW depending
on grade and location. This means farmgate returns are
now up 15-30% y/y and are near a record high for this
time of the year.

COW MEAT PRICES
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All classes of stock are difficult to source at present, but
the largest slowdown has been in the processing of bulls.
Official production data have the bull kill down 10% for
the season to date (October 2023 to early July 2024). In
recent weeks, the number of bulls processed in the North
Island has been about half the normal number.

Steer numbers have been down by a similar amount in
recent weeks but are on par with the previous season

for the season to date. Cow numbers have also dropped
drastically, with fewer beef breeding cows and dairy cows.

STRONGER PRICES FOR FEEDER CALVES

Store stock prices have lifted due to the lack of supply.
The shortage of stock is particularly noticeable for
aged animals, but prices are stronger across the board,
including for feeder calves.

Demand for young calves is considerably stronger this
season. As usual, the strongest demand is for the beef
breeds out of purebred Friesian cows. Prices for calves are
generally about $50 per head more expensive than a year
ago.

Prices for older cattle are also strong with those up to one
year old (R1) generally trading near $1,000 per head and
one- to two-year-olds (R2) hard to source below $1,500
per head.

The lack of profitability in sheep is contributing to current
demand for cattle. Many farms are trying to tilt their
sheep-to-beef ratio in favour of more beef. Many carry a
mix of livestock, the balance of which is mostly influenced
by land class and quality, but there is also usually room

to adjust numbers. Reducing sheep numbers in favour of
beef is a costly exercise at present, as cattle are expensive
and sheep values are falling.



BEEF

US MARKET STRONG AT PRESENT

Manufacturing-grade bull and cow meat, which New
Zealand exports to the US, has increased in price by about
25% y/y. Prices are currently some of the strongest seen

in recent years. In USD terms, prices were stronger in early
2022 than they are now, but the NZD's relative weakness
means prices in local currency terms are the strongest
recorded in recent years.

The relatively low numbers of beef cattle being farmed in
the US is supporting the US market. The US Department
of Agriculture (USDA) has forecast beef production will fall
1.2% y/y in 2024. Further declines are forecast for 2025, but
its latest estimates have revised up next year's production
relative to prior estimates. This is partially due to stronger
returns making it more attractive for US farmers to finish
cattle to heavier weights.

Demand from the US for imported beef is forecast to
be up 11.2% y/y in 2024. Most of this additional beef is
coming from Australia, where beef exports have surged.

The USDA estimates that global cattle numbers fell by
around 3 million head (3.5%) in 2024. The US is expected
to account for approximately half of the decrease in global
numbers. Large falls are also expected to occur in Brazil,
the world's largest cattle producer.

China currently has the world's second-largest population
of cattle, and the USDA forecasts that will grow this year.
However, a fall in China's wholesale market price for beef
leaves little incentive for producers to expand, so numbers
may fall rather than grow.

Beef prices have eased in China but have lifted in the US,
so New Zealand’s exporters have directed more volume
into the US. This trend is expected to continue into 2025.

FARMGATE BULL BEEF PRICE TREND AND
FORECAST
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US MARKET POSITIVE FOR VENISON

Venison markets, particularly in the US, are showing signs
of positivity, but this is yet to have a meaningful impact on
farmgate prices.

Access to China's frozen velvet market remains an issue
that officials hope to resolve later this year.

Farmgate prices for venison have increased a tad recently,
although they vary between processors. In general, there
has been very little movement in farmgate returns in the

past year.

Processors have held returns at reasonable levels,

even when underlying market conditions have been
challenging. Therefore, it will take some time before any
improvement in international market prices is evident in
farmgate returns.

Exporters have been working hard to diversify market

risk by becoming less reliant on the European markets.
Much of the marketing focus has been on the lucrative

US market and greater China. Venison export returns from
these markets have increased by 34% and 36% respectively
over the past couple of years.

VENISON FARMGATE PRICES
(BASED ON 60KG STAG)
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Over time, this strategy is expected to lift overall returns
and stabilise demand for venison.

In the year to April 2024 the volume of venison exported
to the European Union (EU) fell 8%, but returns have
remained consistent, indicating that restricting volumes
has supported better prices. In fact, returns have improved
across all major markets, which is a massive achievement
given challenging global economic conditions and easing
protein prices.

VELVET ACCESS TOP PRIORITY

The issue relating to velvet access into the China market
remains, but industry and government officials are working
to resolved it before the velvet harvesting season gets
underway later this year. Frozen velvet currently requires
reclassification to comply with China’s pharmaceutical
rules. Since 1 May 2024, only dried velvet has been allowed
into China. If access into this market is not successfully
renegotiated, exporters will become more focused on the
Korean market. There is some limited capacity to increase
velvet drying in New Zealand, but without the China
market it is likely that velvet inventories in NZ will grow.

NZ VELVET EXPORT RETURNS BY MARKET
(Year to June 2024)

Korea frozen
0%

China dried
5%

China frozen
80%

Source: Statistics NZ, ANZ Research



GRAIN PRICES WEAK

Grain prices are trending lower in international markets,
as inventories grow. Any improvement in local pricing is
likely to be curbed by low international prices.

Locally, grain prices have lifted slightly but remain very
low. Dairy sector demand for grain remains subdued.

LOCAL GRAIN PRICES IMPROVE SLIGHTLY

Local prices for grains remain relatively low despite some
recent improvement.

Milling-grade wheat is trading near its five-year average,
but well below the prices growers have received in
recent years. Feed wheat and barley prices are well below
their five-year average, and the price of maize has lifted
marginally above the lowest level recorded in the past
five years.

NEW ZEALAND GRAIN PRICES
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An oversupply of maize grain has put substantial
downward pressure on prices and resulted in some grain
not being harvested.

The Arable Industry Marketing Initiative’s June survey
revealed strong yields of 11.6t/ha, up from 10.2t/ha last
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season, which together with an increase in planting has
resulted in in a 30% increase in the tonnage of maize
grain produced.

This oversupply has prompted producers to reduce the
planned maize grain planting area for this spring by 27%.

INTERNATIONAL GRAIN SUPPLIES RISING

The international Grains Council is forecasting a 1%
increase in global wheat production in the 2024-25
season. Significant increases in production in the US,
Canada, Australia and Argentina are expected to offset
lower production in the EU, Ukraine and Russia.

Corn and oat production is also forecast to rise
marginally as increased supply from the US and Brazil
offsets reduced volumes for the other major producing
countries. Corn yields in the EU and Russia are expected
to be low due to extreme heat.

Global prices for grains are generally trending down as
stocks are more than enough to meet current demand.
Global maize prices are particularly weak at present, with
Chicago corn futures at their lowest price since 2020.

WORLD PRICES FOR SELECTED GRAINS
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SAWMILLS UNDER PRESSURE

Markets for export logs have improved marginally but
returns are still low and unlikely to improve significantly
soon.

Local demand for logs has also eased, as building activity
slows and sawmills battle elevated electricity prices.

Carbon prices have not moved a lot recently, and this
market remains focused on potential changes to the
Emissions Trading Scheme (ETS).

LOG PRICES IMPROVE SLIGHTLY

The log export market remains subdued. The large
volume of logs sitting on wharves in China is being
worked through, which is positive. But this is happening
because supply has decreased, not because demand has
significantly increased. However, exporters are relatively
upbeat and expect to achieve slightly better prices in
coming months, although price levels will still be low.

New Zealand's log exports fell 21% y/y in Q2. Log exports
to China fell by over 1 million tonnes. Exports to South
Korea also dropped dramatically, but slightly more logs

IN-MARKET LOG PRICES
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headed to Japan. The resumption of exports to India has
helped a little, but this market is still very small.

NZ LOG EXPORTS TO INDIA
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During Q2, China accounted for 88% of the logs exported
from New Zealand, while India accounted for just 4%.
South Korea was the second-largest export market, taking
5%.

NEW ZEALAND LOG EXPORTS BY MAJOR
MARKET

Million tonnes

M China mKorea ' India mJapan

Source: Statistics NZ



FORESTRY

While the volume of logs destined for India is still quite
small, it has risen rapidly in recent months. If this continues
it may become a more significant market, but India is
facing logistical challenges. Regions experiencing severe
monsoon flooding face extended delays in getting ships
unloaded, which is impeding demand. And the challenge
of moving product through the Suez Canal due to Houthi
attacks on shipping has made it difficult for India to export
products to Furopean markets. This has also reduced
India’'s demand for the timber used in pallets and crates for
export goods.

China exports have been strong to date but are also
expected to face challenges in the coming months as the
US and Europe increase tariffs on Chinese goods. If China
exports less product, it will also require less timber for
packaging and crates.

NEW ZEALAND DEMAND STILL
RELATIVELY WEAK

Local demand for timber is still weak due to the slowdown
in the housing sector. Construction also tends to slow over
winter.

Without strong demand for sawn timber, sawmills have
little incentive to buy logs. Sawmill operating costs are still
high. Labour costs remain high and electricity costs have
recently skyrocketed, which is impeding profitability.

Several mills have opted to reduce operating capacity,
while others have temporarily ceased production.

CARBON MARKET

Carbon pricing has been relatively stable for the past few
months. Pricing has been near $50/t in recent weeks, well
below the $64 minimum price required to be paid to
source units at the quarterly government auctions.
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This means it is unlikely that any units will sell at the
government auctions this year, which could start to
address the sector's oversupply.

The government’s draft Second Emissions Reduction Plan
released in July indicates it would like to encourage more
trees to be planted, but not on productive farmland. It
seeks to limit planting of trees on land classes 6 and below
(productive farmland). It is proposed to only allow planting
of 15,000ha per year on land class 6, whilst planting on
land classes 7 and 8 (hard hill country) will be unrestricted.
Previously it was proposed that these limitations would

be managed via the ETS registration process. Regulatory
change will be required before this policy becomes
effective.

The government is also investigating the potential for
afforestation on crown land. It is proposing joint-venture
type arrangements with the private sector, but how this
might work is yet to be established.
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FRUIT EXPORTS ON TRACK

Kiwifruit volumes are considerably larger this season and
are being well absorbed by global markets.

Apple exports are also on track, but some markets are
particularly challenging this season, meaning many
growers face another season of low returns.

The government anticipates strong growth in
horticultural exports in coming years, driven largely by
growth in kiwifruit exports.

EXPORT GROWTH FORECAST

The Ministry of Primary Industries (MPI) anticipates
horticultural export returns will lift 37% in the five years
to 2028. Kiwifruit exports are forecast to lift by 63% over
the next five years. This forecast assumes that production
volumes will lift at nearly twice the rate achieved in the
past five years. Part of this increase in production will
come from vines already planted, which will yield larger
crops as they mature. The Government’s forecasts for this
sector are not too dissimilar to Zespri's own forecasts.
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The Government also anticipates strong growth of 43%
in export returns for the apple industry. While there

is plenty of scope for apples to attract higher export
prices, industry confidence has been battered by several
seasons of low returns, so this target looks ambitious. It
will require an increase not just in the volume of apples
produced but also in the returns being achieved (by
producing more of the varieties that command higher
returns). That would require considerable investment.

Wine export revenue is forecast to grow by a more
modest 13%, which certainly appears more achievable
than the apple forecast.

In 2023, kiwifruit accounted for 38% of horticultural
exports by value, followed by wine at 31%.

KIWIFRUIT: GOOD DEMAND ABSORBING
EXTRA VOLUME

The kiwifruit season is progressing well. Demand has
been sufficient to absorb the higher volumes of fruit this
season.

Sales efforts have had to increase to ensure good returns
for all fruit exported. The industry remains focused on
quality and moving fruit into markets at optimal times.

Sales volumes are running 20% ahead of last season, with
approximately half of the current season’s crop sold and
delivered to consumers. About three quarters of the fruit
has now been shipped to offshore markets.

European demand is a little softer this season due

to strong competition from other summer fruit.
Competition has also been stronger in several key Asian
markets.

Expanding the offering of Zespri-branded fruit in the
off-season remains a focus. This is being achieved
through incentive payments for early-season production
and supplementing the offering with fruit grown in the
Northern Hemisphere.




HORTICULTURE

Producing fruit early in the season is more challenging.
But as long as growers are confident that returns will be
higher than the additional costs of production, producing
higher volumes of early season fruit is possible.

ORCHARD GATE FORECAST PRICES
2023-24  2024-25per 2023-24

Kiwifruit sy e — 2024-25 per ha
variety (final) forecast) (final) (March forecast)
Green $9.55 $750-%850  $65,717  $80,000 - $91,000
Organic $1253  $975-$1125 $56086  $67,000 - $81,000
Green

SunGold $1292  $10.00-S511.25 $146,987 $143,000-5161,000
Organic

SunGold $14.71  $1250-51400 $113,449 $129,000 - $144,000

Sweet Green  $1063  $800-%9.50  $49841  $51,000 - $56,000

RubyRed $2634  $1625-517.75 $40,741  $69,000 - $76,000

Source: Zespri

Zespri revised its orchard gate forecast prices in June.
Expected returns for Green kiwifruit lifted, but SunGold
returns fell slightly from the previous forecast. Pricing for
Organic varieties lifted from the March forecasts.

Returns on a per-hectare basis lifted from previous
guidance for Green varieties and look favourable relative
to previous season returns.

Pricing for RubyRed has fallen relative to last season
due to the expanded production resulting in a larger
proportion of smaller fruit.

APPLES: ASIAN MARKETS CHALLENGING

The apple harvest finished some months ago, with
growers now focused on winter activities such as
pruning.

Most of the fruit harvested has been exported. The
remainder is in cool storage, ready to be distributed to
markets in the coming months.

This season, trading conditions have been challenging
across most Asian markets. This has resulted in lower
volumes being exported. Smaller fruit has also impacted
the product’s appeal in these markets, and returns have
suffered.

Returns to growers vary considerably depending on
the varieties grown and the quality. Overall returns are
relatively low but costs remain high, making it another
challenging season for growers.

China is New Zealand's largest export market for apples
followed by Vietnam.
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CONFIDENCE QUIETLY GROWING

The rural property market remains subdued in terms of
both prices and the number of sales. There are pockets
of positivity emerging, but high interest rates and low
returns are curtailing investor confidence.

FEWER PROPERTIES TRADED

The number of rural properties traded continues to
decline. Lower returns and regulatory uncertainty
have resulted in fewer people being keen to invest in
rural properties. The number of farms available for sale
continues to outnumber buyers.

PROPERTY SALES VOLUMES BY SECTOR

350 - r 1,400
300 A - 1,200
[
- 250 A - 1,000 §
3 g
£ 200 A - 800 =~
o e
9] 5]
2 150 + - 600 B
2 M
100 A F 400 2
[
50 4 - 200
0 —————————————————— 0
10 11 12 13 14 15 16 17 18 19 20 21 22 23 24
——Horticulture (LHS) = Dairy (LHS) Arable (LHS) ——Livestock (RHS)

Source: REINZ

Property prices are adjusting downward, as demand
and supply pressures start to rebalance. This process
is relatively slow, as sellers hold out for the prices they
perceive their properties to be worth.

Median sales prices are distorted upward when sales

skew towards higher quality properties. This trend tends
to be evident when the market is weak and buyers have
a greater number of properties to choose from, meaning
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poorer-quality properties tend to remain unsold. This
effectively increases the median price of properties
traded, without necessarily being associated with an
increase in the market value of any particular property.

Regulatory uncertainty persists, but rural investors appear
to view the environment as more favourable than it was.

The big issue hanging over livestock markets is the
pricing of methane emissions. This is now set to
commence by 2030, rather than 2025 as previously
scheduled. A single method to calculate emissions is
expected to be available before the end of the year.
That will make reporting requirements easier. But until
there is some indication of methane pricing levels and
clarity around rewards for on-farm sequestration, it will
be difficult to assess potential returns and provide the
confidence required to see an increase in investment in
the sector.

MEDIAN PROPERTY SALE PRICE, BY SECTOR
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RURAL PROPERTY MARKET

FARM SALES BY FARM TYPE
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Past 12 months
134
36,736
469
21,592
62
270,750
44
49,120
4
7,010
816
27,575

Previous 12 months
174
40,464
637
20,325
72
434,778
41
37,150
39
7415
1,040
27,850

10-Year Avg.

213
35957

1,502
26,603

Chg.Y/Y

v

€ € €5 > > € € > € €

Chg. P/10yr

v

> € € € > € > € > € >



IMPORTANT NOTICE

Last updated: 20 February 2024

The opinions and research contained in this document (in the form of text, image, video or audio) are (a) not personal financial advice nor financial
advice about any product or service; (b) provided for information only; and (c) general in nature and do not take into account your financial
situation or goals.

This document may be restricted by law in certain jurisdictions. Recipients must observe all relevant restrictions.

Disclaimer for all jurisdictions: This document is prepared by ANZ Bank New Zealand Limited (ANZ Centre, 23-29 Albert Street, Auckland 1010, New Zealand).
This document is distributed in your country/region by Australia and New Zealand Banking Group Limited (ABN11 005 357 522) (ANZ), a company incorporated
in Australia or (if otherwise stated), by its subsidiary or branch (herein collectively referred to as ANZ Group). The views expressed in it are those of ANZ
Economics and Markets Research, an independent research team of ANZ Bank New Zealand Limited.

This document is distributed on the basis that it is only for the information of the specified recipient or permitted user of the relevant website (recipients).

This document is solely for informational purposes and nothing in it is intended to be an invitation, solicitation or offer by ANZ Group to sell, or buy, receive or
provide any product or service, or to participate in a particular trading strategy.

Distribution of this document to you is only as may be permissible by the laws of your jurisdiction, and is not directed to or intended for distribution or use by
recipients resident or located in jurisdictions where its use or distribution would be contrary to those laws or regulations, or in jurisdictions where ANZ Group
would be subject to additional licensing or registration requirements. Further, any products and services mentioned in this document may not be available in all
countries.

ANZ Group in no way provides any personal financial, legal, taxation or investment advice to you in connection with any product or service discussed in this
document. Before making any investment decision, recipients should seek independent financial, legal, tax and other relevant advice having regard to their
particular circumstances.

Whilst care has been taken in the preparation of this document and the information contained within is believed to be accurate and made on reasonable
grounds on the date it was published, ANZ Group does not represent or warrant the accuracy or completeness of the information. Further, ANZ Group does not
accept any responsibility to inform you of any matter that subsequently comes to its notice, which may affect the accuracy of the information in this document.

This document may contain forward looking statements or opinions including statements regarding our intent, belief or current expectations regarding
economic and market conditions, financial instruments and credit markets. Such statements are usually predictive in character, may not be accurate once the
future becomes known and should not be relied upon when making investment decisions. Past performance is not a reliable indicator of future performance.
ANZ does not accept any responsibility to inform you of any revisions to these forward-looking statements to reflect events or circumstances occurring after the
date of this document.

Preparation of this document and the opinions expressed in it may involve material elements of subjective judgement and analysis. Unless specifically stated
otherwise: they are current on the date of this document and are subject to change without notice; and, all price information is indicative only. Any opinions
expressed in this document are subject to change at any time without notice.

ANZ Group does not guarantee the performance of any product mentioned in this document. All investments entail a risk and may result in both profits
and losses. Any products and services described in this document may not be suitable for all investors, and transacting in these products or services may be
considered risky.

ANZ Group expressly disclaims 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 this document to the extent
permissible under relevant law. The contents of this document have not been reviewed by any regulatory body or authority in any jurisdiction.

ANZ Group may have an interest in the subject matter of this document. They may receive fees from customers for dealing in any products or services described
in this document, and their staff and introducers of business may share in such fees or remuneration that may be influenced by total sales, at all times received
and/or apportioned in accordance with local regulatory requirements. Further, they or their customers may have or have had interests or long or short positions
in any products or services described in this document, and may at any time make purchases and/or sales in them as principal or agent, as well as act (or

have acted) as a market maker in such products. This document is published in accordance with ANZ Group’s policies on conflicts of interest and ANZ Group
maintains appropriate information barriers to control the flow of information between businesses within the group.

Your ANZ Group point of contact can assist with any questions about this document including for further information on these disclosures of interest..

Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here or request from your ANZ
point of contact.

Brazil. This document is distributed on a cross border basis and only following request by the recipient. No securities are being offered or sold in Brazil under
this document, and no securities have been and will not be registered with the Securities Commission - CVM.

Brunei, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by ANZ on a cross-border basis.
Cambodia. The information contained in this document is confidential and is provided solely for your use upon your request.

This does not constitute or form part of an offer or solicitation of any offer to engage services, nor should it or any part of it form the basis of, or be relied in
any connection with, any contract or commitment whatsoever. ANZ does not have a licence to undertake banking operations or securities business or similar
business, in Cambodia. By requesting financial services from ANZ, you agree, represent and warrant that you are engaging our services wholly outside of
Cambodia and subject to the laws of the contract governing the terms of our engagement.

Canada. This document is general information only, is intended for institutional use only — not retail, and is not meant to be tailored to the needs and
circumstances of any recipient. In addition, this document is not intended to be an offer or solicitation to purchase or sell any security or other financial
instrument or to employ a specific investment strategy.

Chile. You understand and agree that ANZ is not regulated by Chilean Authorities and that the provision of this document is not subject to any Chilean
supervision and is not guaranteed by any regulatory or governmental agency in Chile.

ANZ Research Agri Focus | August 2024 17



Fiji. For Fiji regulatory purposes, this document and any views and recommendations are not to be deemed as investment advice. Fiji investors must seek
licensed professional advice should they wish to make any investment in relation to this document.

Hong Kong. This document is issued or distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong Kong Monetary Authority
to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) regulated activities. The contents of this
document have not been reviewed by any regulatory authority in Hong Kong. If you are in any doubt about any of the contents of this document, you should
obtain independent professional advice.

India. If this document is received in India, only you (the specified recipient) may print it provided that before doing so, you specify on it your name and place of
printing.

Israel. ANZ is not a holder of a licence granted in Israel pursuant to the Regulation of Investment Advising, Investment Marketing and Portfolio Management
Law, 1995 (“Investment Advice Law") and does not hold the insurance coverage required of a licensee pursuant to the Investment Advice Law. This publication
has been prepared exclusively for Qualified Clients as such term is defined in the First Schedule to the Investment Advice Law. As a prerequisite to the receipt
of a copy of this publication a recipient will be required to provide confirmation and evidence that it is a Qualified Client. Nothing in this publication should be
considered Investment Advice or Investment Marketing as defined in the Investment Advice Law. Recipients are encouraged to seek competent investment
advice from a locally licensed investment adviser prior to making any investment.

Macau. Click here to read the disclaimer for all jurisdictions in Mandarin. i8], REGILARIEFRBEEIEE BX A% E AR D SR

Myanmar. This document is intended to be general and part of ANZ's customer service and marketing activities when implementing its functions as a licensed
bank. This document is not Securities Investment Advice (as that term is defined in the Myanmar Securities Transaction Law 2013).

New Zealand. This document is distributed in New Zealand by ANZ Bank New Zealand Limited. The material is for information purposes only and is not financial
advice about any product or service. We recommend you seek advice about your financial situation and goals before acquiring or disposing of (or not acquiring or
disposing of) a financial product.

Oman. ANZ neither has a registered business presence nor a representative office in Oman and does not undertake banking business or provide financial services
in Oman. Consequently ANZ is not regulated by either the Central Bank of Oman (CBO) or Oman'’s Capital Market Authority (CMA). The information contained

in this document is for discussion purposes only and neither constitutes an offer of securities in Oman as contemplated by the Commercial Companies Law of
Oman (Royal Decree 4/74) or the Capital Market Law of Oman (Royal Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy
non-Omani securities in Oman as contemplated by Article 139 of the Executive Regulations to the Capital Market Law (issued vide CMA Decision 1/2009). ANZ
does not solicit business in Oman and the only circumstances in which ANZ sends information or material describing financial products or financial services

to recipients in Oman, is where such information or material has been requested from ANZ and the recipient understands, acknowledges and agrees that this
document has not been approved by the CBO, the CMA or any other regulatory body or authority in Oman. ANZ does not market, offer, sell or distribute any
financial or investment products or services in Oman and no subscription to any securities, products or financial services may or will be consummated within
Oman. Nothing contained in this document is intended to constitute Omani investment, legal, tax, accounting or other professional advice.

People’s Republic of China (PRC). This document may be distributed by either ANZ or Australia and New Zealand Bank (China) Company Limited (ANZ China).
Recipients must comply with all applicable laws and regulations of PRC, including any prohibitions on speculative transactions and CNY/CNH arbitrage trading.

If this document is distributed by ANZ or an Affiliate (other than ANZ China), the following statement and the text below is applicable: No action has been taken
by ANZ or any affiliate which would permit a public offering of any products or services of such an entity or distribution or re-distribution of this document in the
PRC. So, the products and services of such entities are not being offered or sold within the PRC by means of this document or any other document. This document
may not be distributed, re-distributed or published in the PRC, except under circumstances that will result in compliance with any applicable laws and regulations.
If and when the material accompanying this document relates to the products and/or services of ANZ China, the following statement and the text below is
applicable: This document is distributed by ANZ China in the Mainland of the PRC.

Peru. The information contained in this document has not been, and will not be, registered with or approved by the Peruvian Superintendency of the Securities
Market (Superintendencia del Mercado de Valores, SMV) or the Lima Stock Exchange (Bolsa de Valores de Lima, BVL) or under the Peruvian Securities Market Law
(Legislative Decree 6 861), and will not be subject to Peruvian laws applicable to public offerings in Peru. To the extent this information refers to any securities or
interests, it should be noted the securities or interests may not be offered or sold in Peru, except if (i) such securities or interests were previously registered with the
Peruvian Superintendency of the Securities Market, or (i) such offering is considered a private offering in Peru under the securities laws and regulation of Peru.

Qatar. This document has not been, and will not be:

lodged or registered with, or reviewed or approved by, the Qatar Central Bank (QCB), the Qatar Financial Centre (QFC) Authority, QFC Regulatory Authority or
any other authority in the State of Qatar (Qatar); or

authorised or licensed for distribution in Qatar, and the information contained in this document does not, and is not intended to, constitute a public offer or
other invitation in respect of securities in Qatar or the QFC.

The financial products or services described in this document have not been, and will not be:
registered with the QCB, QFC Authority, QFC Regulatory Authority or any other governmental authority in Qatar; or
authorised or licensed for offering, marketing, issue or sale, directly or indirectly, in Qatar.

Accordingly, the financial products or services described in this document are not being, and will not be, offered, issued or sold in Qatar, and this document is not
being, and will not be, distributed in Qatar. The offering, marketing, issue and sale of the financial products or services described in this document and distribution
of this document is being made in, and is subject to the laws, regulations and rules of, jurisdictions outside of Qatar and the QFC. Recipients of this document
must abide by this restriction and not distribute this document in breach of this restriction. This document is being sent/issued to a limited number of institutional
and/or sophisticated investors (i) upon their request and confirmation that they understand the statements above; and (i) on the condition that it will not be
provided to any person other than the original recipient, and is not for general circulation and may not be reproduced or used for any other purpose.

Singapore. To the extent that this document contains any statements of opinion and/or recommendations related to an investment product or class of
investment product (as defined in the Financial Advisers Act 2001), this document is distributed in Singapore by ANZ solely for the information of “accredited
investors’, “expert investors” or (as the case may be) “institutional investors” (each term as defined in the Securities and Futures Act 2001 of Singapore). ANZ is
licensed in Singapore under the Banking Act 1970 of Singapore and is exempted from holding a financial adviser's licence under Section 23(1)(a) of the Financial
Advisers Act 2001 of Singapore. In respect of any matters arising from, or in connection with, the distribution of this document in Singapore, please speak to your

usual ANZ contact in Singapore.

ANZ Research Agri Focus | August 2024 18



United Arab Emirates (UAE). This document is distributed in the UAE or the Dubai International Financial Centre (DIFC) (as applicable) by ANZ. This document
does not, and is not intended to constitute: (a) an offer of securities anywhere in the UAE; (b) the carrying on or engagement in banking, financial and/or
investment consultation business in the UAE under the rules and regulations made by the Central Bank of the UAE, the Emirates Securities and Commodities
Authority or the UAE Ministry of Economy; (c) an offer of securities within the meaning of the Dubai International Financial Centre Markets Law (DIFCML) No. 12 of
2004; and (d) a financial promotion, as defined under the DIFCML No. 1 of 200. ANZ DIFC Branch is regulated by the Dubai Financial Services Authority (DFSA). The
financial products or services described in this document are only available to persons who qualify as “Professional Clients”or “Market Counterparty”in accordance
with the provisions of the DFSA rules.

United Kingdom. This document is distributed in the United Kingdom by Australia and New Zealand Banking Group Limited (ANZ) solely for the information of
persons who would come within the Financial Conduct Authority (FCA) definition of “eligible counterparty” or “professional client”. It is not intended for and must
not be distributed to any person who would come within the FCA definition of “retail client”. Nothing here excludes or restricts any duty or liability to a customer
which ANZ may have under the UK Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the Prudential Regulation
Authority (PRA) and the FCA. ANZ considers this document to constitute an Acceptable Minor Non-Monetary Benefits (AMNMB) under the relevant inducement
rules of the FCA. ANZ is authorised in the United Kingdom by the PRA and is subject to regulation by the FCA and limited regulation by the PRA. Details about the
extent of our regulation by the PRA are available from us on request.

United States. Except where this is a FX-related document, this document is distributed in the United States by ANZ Securities, Inc. (ANZ SI) which is a member
of the Financial Regulatory Authority (FINRA) (www.finra.org) and registered with the SEC. ANZSI's address is 277 Park Avenue, 31st Floor, New York, NY 10172,
USA (Tel: +1 212 801 9160 Fax: +1 212 801 9163). ANZSI accepts responsibility for its content. Information on any securities referred to in this document may

be obtained from ANZSI upon request. This document or material is intended for institutional use only — not retail. If you are an institutional customer wishing
to effect transactions in any securities referred to in this document you must contact ANZSI, not its affiliates. ANZSI is authorised as a broker-dealer only for
institutional customers, not for US Persons (as “US person”is defined in Regulation S under the US Securities Act of 1933, as amended) who are individuals. If you
have registered to use our website or have otherwise received this document and are a US Person who is an individual: to avoid loss, you should cease to use
our website by unsubscribing or should notify the sender and you should not act on the contents of this document in any way. Non-U.S. analysts may not be
associated persons of ANZSI and therefore may not be subject to FINRA Rule 2242 restrictions on communications with the subject company, public appearances
and trading securities held by the analysts. Where this is a FX-related document, it is distributed in the United States by ANZ's New York Branch, which is also
located at 277 Park Avenue, 31st Floor, New York, NY 10172, USA (Tel: +1 212 801 916 0 Fax: +1 212 801 9163).

Vietnam. This document is distributed in Vietnam by ANZ or ANZ Bank (Vietnam) Limited, a subsidiary of ANZ.

ANZ Research Agri Focus | August 2024 19



