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NEW ZEALAND ECONOMICS
ANZ COMMODITY PRICE INDEX

NEW YEAR BOOST

The ANZ Commodity Price Index registered its first monthly increase since
May 2011. The index rose 1.2 percent in January, after dropping a total of
9.8 percent in the preceding seven months.

There was an increase in the price of nine commodities in January, three
commodities recorded a weaker price and five were unchanged.

The largest rise was noted in the price of aluminium, which lifted 6
percent over the month. This represents the first monthly increase in
aluminium prices, following eight months of decline. (see feature article on
page 3).

The next three largest increases in commaodity prices were dairy products.
Cheese prices firmed 5 percent while skim milk powder and butter prices
increased 3 percent. Dairy prices have oscillated at different times over the
past few fortnightly auctions but, month-on-month, aggregate dairy prices
have lifted 2 percent between December and January.

Lamb prices lifted 2 percent in January after easing in the three months
prior. Beef, logs, skins and whole milk powder all recorded prices rises of
around 1 percent.

The largest decline across the commodity basket was measured in wool
prices, which fell 7 percent. Wool prices have weakened in five of the past
six months and are currently 19 percent below the peak recorded in July last
year. Kiwifruit prices eased 2 percent in January and venison prices dipped 1
percent.

A strengthening in the New Zealand dollar weighed on the index, when priced
in local terms. This resulted in a 2.9 percent decrease in the ANZ NzZD
Commodity Price Index in January, taking the index down to a fourteen
month low.
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ANZ COMMODITY PRICE INDEX
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Monthly Annual Monthly Annual
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Change Change Change Change
Jan-08 242.7 . 26.4 179.2 . 15.0
Jan-09 179.4 . -26.1 175.8 . -1.9
Jan-10 245.0 . 36.6 184.5 . 5.0
Jan-11 284.8 . 16.2 202.8 .. 9.9
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-11 286.9 -3.6 9.0 198.8 -0.7 3.8
Nov-11 283.8 -1.1 5.5 200.9 1.1 5.9
Dec-11 281.7 -0.8 3.1 199.7 -0.6 1.2
Jan-12 285.0 1.2 0.1 193.9 -2.9 -4.4

Commodity Price Index weights are based on contributions to merchandise exports.
Weights for the 2012 year are: Wool 3.7%; Beef 8.4%; Lamb 12.3%; Venison 0.9%;
Skins 2.3%; Dairy 42.8%; Apples 1.5%; Kiwifruit 4.4%; Logs 6.8%; Sawn Timber
3.8%; Wood Pulp 2.5%; Seafood 5.5%; Aluminium 5.1%
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FEATURED COMMODITY: ALUMINIUM

New Zealand began exporting aluminium in the
early 1970s. As a base metal, aluminium prices
tend to follow the trend set by other hard
commodities, being more aligned to world-
wide industrial production and global
sentiment. Not surprisingly, aluminium prices
have slumped recently in response to
uncertainty and weaker demand in the current
gloomy economic environment.

Historically speaking, aluminium is a relatively
young metal and has only been produced
commercially for just over 100 years. In
comparison; copper, lead and tin have been used for
thousands of years. Despite this, more aluminium is
produced world-wide than all other non-ferrous
metals combined. The light, durable and strong
quality of aluminium makes it one of the most
extensively used metals in the world, particularly in
the transport industry and the packaging and
construction sectors.

Aluminium Price (US$/tonne)
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Aluminium has been a relatively recent addition to
NZ's export basket, when smelting first began at
Tiwai Point in 1971. Electricity (which accounts for
about a third of the cost of producing aluminium)
holds the key to the electrometallurgical process of
manufacturing aluminium — hence the location of the
smelter in Southland. In short, alumina is heated to
950° and an electric current is passed through it —
breaking up the alumina molecules into aluminium
and oxygen. Tiwai Point was selected primarily for
its proximity to the Manapouri Power Station, but
also for the deep water harbour at Bluff and the
proximity of Invercargill’s labour force.

The aluminium price we include in our commodity
price index is taken from the London Metals
Exchange, where aluminium is the largest contract

traded on the exchange. In mid-2008, aluminium
prices hit a 20-year high, but then slumped 43
percent in response to the weaker global economy.
Up until April last year aluminium prices had clawed
back three quarters of the fall from 2008. This rise
in global aluminium prices is connected to the
rebound in the economic sentiment. More recently
prices have slipped 20 percent on the back of the
latest slump in prospects for Europe

In the 2011 calendar year, New Zealand’s exports of
aluminium totalled $1.2 billion, which represented
2.6 percent of New Zealand'’s total export
merchandise trade. However, the raw alumina that
is used to make aluminium is imported from
Australia so once this imported raw material is
deducted, the net value is reduced to 1.9 percent of
overall exports.

Destination of NZ's Aluminium Exports
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Indicative Value, $m Sources : ANZ, National Bank, Statistics NZ.

Last month the Tiwai Point smelter produced the 10
millionth tonne of aluminium. This equates to 500
million kilometres of aluminium foil — enough to
stretch to the moon and back 650 times. While a
flabbergasting statistic, on the world stage, New
Zealand'’s production of aluminium is a little over 1
percent of total world-wide output.

Japan is the largest market for our aluminium
exports, taking over half of the total. Our next
largest markets are Korea (10 percent) and
Australia (8 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.



