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MAF performs detailed sector monitoring, forecasting and analysis, publicly available on website
www.maf.govt.nz

Booklets made available at INFINZ Conference:
Situation and Outlook for NZ Agriculture and Forestry is published annually.

Future Focus: Signposts to Success for NZ's Primary Industries is the product of a strategic foresight project
conducted by MAF in 2007. Identifies 6 key drivers of change likely to impact on NZ’s primary industries over
next 10-15 years. Intended for MAF’s industry stakeholders as a prompt for strategic discussion.
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Agriculture and forestry two-thirds of NZ's merchandise exports (and 45% of
total exports).

Agriculture, horticulture etc. $19b (14.5% of GDP); plus forestry $22b (17% of
GDP).

Employs 1 in 5 NZers directly or indirectly.

In the year ended March 2008 the value of dairy exports (having increased 25% in
the year) was $10.5b, around 30% of merchandise exports (21% of total exports),
and 8% of GDP.
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Forecast dairy exports
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The dairy sector is NZ's top export earner and a key driver of economic growth.

In the year ended March 2008 the value of dairy exports (having increased 25%) was $10.5b, around
30% of merchandise exports, and 8% of GDP.

Ninety percent of NZ's total milk production is exported, and therefore dairy sector returns are highly
dependent on world commaodity prices and exchange rates.

NZ currently produces only 5% of global milk production but supplies 30% of internationally traded
dairy products.

NZ's dairy products are largely milk powders (45%) and ingredients.

Traditional markets are EU and USA.

South East Asian, Middle Eastern and Latin American countries are becoming increasingly important
demand sources. (China [though mainly domestic supply], Saudi Arabia, Russia) Philippines,
Indonesia.

Main competitors EU, North America, Argentina, Australia.
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NZ beef industry primarily (two-thirds) exports manufacturing/ground beef.

Top 5 beef export markets are US, South Korea, Japan, Taiwan, and Canada. North America
accounts for around half by value.

Though a commaodity product, NZ grass-fed beef has lower fat content than most grain-fed beef — to
be mixed for ground beef.

Prime beef accounts for around one-third of exports, to UK etc.
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Forecast forestry exports
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Climate Change

Direct effects in NZ: Drier in east, wetter in west, warmer

But impacts of
indirect effects
(market demand,
competitiveness,
regulatory obligations,
insurance, etc.) just as
critical




Emissions Trading Scheme (ETS)

Climate Change (Emissions Trading and Renewable
Preferences) Amendment Bill came into force this month

Forestry first sector to be included; 1 January 2008
Agriculture (including horticulture, pastoral and arable
farming) to be included by 1 January 2013
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Free Trade Agreements - China

Negotiations concluded April; enter in force 1 October;
reduction in tariffs will particularly affect agriculture

Tariffs on dairy
to be reduced to
Zero

Tariffs on beef,
sheep, other
meat, Kiwifruit -
to be phased out
Tariff-free quota
NZ wool

Pattern of NZ exports to China:

Note over decade: tripling overall; increase in dairy; decrease in wool. However, China NZ's largest

international customer for milk powder and wool.

New FTA great for NZ. NZ is first developed country to negotiate an FTA with China. Our biggest and
most successful bilateral trade agreement since the ANZ CER agreement was signed 25 years ago.

Graph shows NZ agricultural and forestry exports to China.

In general, food safety and biosecurity issues are not affected by FTA, though FTA provides

mechanisms for NZ to consult more easily with counterparts in China.
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Other FTA negotiations

» ASEAN/Aust/NZ — concluded August

e Gulf Cooperation Council (GCC) — expected to conclude
early '09

» Malaysia — negotiations restarted

e South Korea — 15t round pre-negotiations 29-30
September

 India — “joint study” concluding, likely pre-negotiations to
follow

e Japan — starting “joint study”?

Pattern in trade negotiation: Joint study (1 mo to 1 yr); Pre-negotiation; FTA negotiation;
Implementation

Aim: FTAs with all major trade partners. (Existing: Thailand CEP 2005; Singapore CEP 2001; ANZ
CER 1983)

ASEAN: The Association of Southeast Asian Nations: Indonesia, Malaysia, Philippines, Singapore,
Thailand, Brunei Darussalam, Vietnam, Lao PDR, Myanmar and Cambodia (market of more than 575
million people)

ASEAN/Australia/NZ FTA (AANZFTA) concluded 28 August. ASEAN is NZ's 3 largest merchandise
export market. Comprehensive FTA: includes goods, services, investment, plus other areas covered
in a modern FTA such as intellectual property. Not simply trade benefits but also critical to NZ's
longer term strategic engagement with the Asia-Pacific region.

Gulf Cooperation Council (GCC; established 1981): Saudi Arabia, UAE, Bahrain, Kuwait, Oman, and
Qatar. Gulf markets are increasingly important for NZ meat and dairy. FTA gives NZ ability to
leverage around standards. Thus this is largely a relationship investment, as tariffs are already low.

Korea is a very important market for NZ.

Malaysia negotiations had been stalled for a couple of years; good progress is now being made.
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FTA implementation: P4

» Trans-Pacific Strategic Economic Partnership
Agreement (TPSEPA,; P4):

Chile/Singapore/Brunei Darussalam/NZ

Entered in force 2006

The Trans Pacific Partnership bridges the Asia-Pacific region which represents 50% of all
international trade, and nearly 60% of global GDP.

In March 2008, the P4 countries began work on the outstanding Financial Services and Investment
chapters, and were joined in these talks by the United States.

And on Monday, announcement that the United States will now enter into comprehensive
negotiations to become a full partner to the Trans-Pacific P4 Partnership. The first round of
negotiations will begin in early 2009.

The US is currently NZ’s second largest individual trading partner, and second largest export market,
accounting for around 10% of NZ's total trade (NZ$8.14b in year to June 2008).

The US’s participation has also enhanced the interest of other potential parties in the Asia-Pacific
region — for example, Peru, Vietnam, and Australia, and discussions are under way.

The P4 regional agreement is a vehicle for Trans-Pacific wide economic integration that will facilitate
trade and promote investment. It reinforces the APEC (Asia-Pacific Economic Cooperation) goal of
promoting regional economic integration, and could serve as a potential way to build towards the
Free Trade Area of Asia Pacific.

Particularly welcome in the light of the recent difficulties with the WTO Doha round, but the parties
are committed to a successful conclusion to this round, as reflected in their wish to promote
increased trade liberalisation through a high-standard agreement.
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THANKS FOR YOUR ATTENTION
QUESTIONS?
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