Australasia New Zealand
Deutsche Bank

11 June 2009

Data Flash (New Zealand)

Key points

= The RBNZ left the Official Cash Rate (OCR) at 2.5%, as we and the market had expected. Crucially, the RBNZ retains the
view that " We expect to keep the OCR at or below the current level through until the latter part of 2010.".
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= |n the key policy assessment section at the beginning of the Monetary Policy Statement (reproduced in full at the end of
this note), the RBNZ chose to highlight the following points.

m  “The economic outlook remains weak both in New Zealand and in other countries. However, there are signs that
international economic activity is stabilising, and international financial conditions are improving.”

= “We expect the NZ economy to begin growing again toward the end of this year but the recovery is likely to be slow
and fragile.”

m  "For the first time in some months we can also identify some clear upside opportunities for activity....ultimately,
however, we do not think such a rebound in spending would prove sustainable given the soft outlook for
employment, wages, and farm incomes and high levels of household debt.”
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= “The recent rise in the NZD ...risks delaying or even reversing the projected increase in exports, putting the
sustainability of the recovery at risk.”

= “We expect to keep the OCR at or below the current level through until the latter part of 2010.”

= Tables 1 and 2 below summarise the RBNZ projections for the economy and policy settings. In our view the key points to
note are:

m  The Bank has a higher track for the NZD than previously, with a much more subdued lift in the 90 day rate providing a
projected offset in terms of overall monetary conditions. This produces similar medium-term inflation projections to
those published in the March MPS.

m  The Bank has a much weaker forecast for growth in 2009/10 then in the March MPS.

m  The forecasts imply that the projected low in the OCR is 2.5%, with the first lift in the OCR coming at the end of
2010.

Our initial reaction

= We will review today’'s Statement in more detail in a Dataflash later today. However, our initial reaction is that there is
nothing in this statement to cause us to change our expectation that the RBNZ's easing cycle is now most likely at an
end.

= (Critically, while the Bank still thinks the “risks to activity remain weighted to the downside”, it is now prepared to admit
to the possibility of upside surprises. In our view this makes the RBNZ less inclined to cut rates again unless it thinks it
needs to counter the rise in the NZD or somehow offset the pressures from rising market rates.

= The market reaction some 30 minutes after the MPS has seen the front of the curve sell-off by 5-10bp and the NZD rally
by around 50pts.
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Table 1: Growth and inflation

Actual  Actual Forecast Forecast Forecast Forecast

March Otr 2006/07 2007/08 2008/09 2009/10 2010/11  2011/12
PRODUCTION RBNZ Jun 2.4 2.1 -2.6 0.8 4.0 3.6
GDP % yoy RBNZ Mar 2.3 2.1 2.2 3.2 4.6 3.4

DB Jun 2.3 2.1 -2.5 0.6 3.7 3.2
CPI Inflation RBNZ Jun 25 3.4 3.1 1.2 2.3 2.2
% yoy RBNZ Mar 2.5 34 3.1 1.6 2.2 2.1

DB Jun 2.5 3.4 3.0 2.0 2.2 1.8
Source: Deutsche Bank, RBNZ
Table 2: 90 Day & TWI projections

RBNZ Jun RBNZ Mar MPS DB Jun
TWI 90-Day Bill TWI 90-Day Bill TWI 90-Day Bill
Rate Rate Rate

H1 2008 Average 70.6 8.8 70.6 8.8 70.6 8.8
H2 2008 Average 61.8 7.3 61.8 7.3 61.8 7.3
H1 2009 Average 55.9 3.3 52.6 3.4 54.6 3.3
H2 2009 Average 57.1 2.8 49.2 3.0 55.9 2.8
H1 2010 Average 54.7 2.8 475 3.2 56.6 2.8
H2 2010 Average 52.8 2.9 47.9 3.8 57.0 3.9
H1 2011 Average 51.9 3.5 49.0 4.6 58.4 5.2
H2 2011 Average 51.9 3.9 50.1 5.3 58.2 5.8

Source: Deutsche Bank

RBNZ Policy Assessment
The Official Cash Rate (OCR) will remain unchanged at 2.50 percent.

Reserve Bank Governor Alan Bollard said: "The economic outlook remains weak both in New Zealand and in other
countries. However, there are signs that international economic activity is stabilising, and international financial
conditions are improving. We expect the New Zealand economy to begin growing again toward the end of this
year but the recovery is likely to be slow and fragile. Many key economic indicators such as unemployment are
projected to keep deteriorating well into 2010.

"There remain some material downside risks to activity and inflation, but for the first time in some months we can
also identify some clear upside opportunities for activity. One such area is a potential rebound in household
spending and residential investment as a result of the rise in net immigration and the pick-up in the housing
market. Ultimately, however, we do not think such a rebound in spending would prove sustainable given the soft
outlook for employment, wages and farm incomes and high levels of household debt.

"On balance, the risks to activity remain weighted to the downside.

"The recent rise in the New Zealand dollar creates an unhelpful tension with our projections. A stronger dollar at
a time of weak global growth risks delaying or even reversing the projected increase in exports, putting the
sustainability of recovery at risk.

"Overall, recent developments point to lower inflationary pressure than previously projected. Annual CPI inflation
is likely to fall temporarily below the bottom of the target band later this year, but we expect it to return to inside
the band by early 2010 and remain comfortably there over the remainder of the projection.

"We have cut the OCR by a large amount over the year. We expect the effects to pass through to more
borrowers over coming quarters as existing fixed-rate mortgages come up for re-pricing. Although rising longer-
term interest rates overseas are placing upward pressure on longer-term lending rates here, there is room for
further reductions in shorter-term lending rates.
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"The low OCR and stimulatory fiscal policy are the main sources of support to the New Zealand economy at
present. It is likely to be some time before the recovery becomes self-sustaining and monetary policy support
can be withdrawn.

"We therefore consider it appropriate to continue to provide substantial monetary policy stimulus to the economy.
The OCR could still move modestly lower over the coming quarters. As we said at the time of the April OCR
decision, we expect to keep the OCR at or below the current level through until the latter part of 2010."
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Appendix 1

Important Disclosures
Additional information available upon request

For disclosures pertaining to recommendations or estimates made on a security mentioned in this report, please see
the most recently published company report or visit our global disclosure look-up page on our website at
http://am.db.com/ger/disclosure/DisclosureDirectory.egsr.

Analyst Certification

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s). In addition, the
undersigned lead analyst(s) has not and will not receive any compensation for providing a specific recommendation or view in
this report. David Plank
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Deutsche Bank debt rating key

CreditBuy (“C-B”): The total return of the Reference
Credit Instrument (bond or CDS) is expected to
outperform the credit spread of bonds / CDS of other
issuers operating in similar sectors or rating categories
over the next six months.

CreditHold (“C-H"): The credit spread of the
Reference Credit Instrument (bond or CDS) is expected
to perform in line with the credit spread of bonds / CDS
of other issuers operating in similar sectors or rating
categories over the next six months.

CreditSell (“C-S"): The credit spread of the Reference
Credit Instrument (bond or CDS) is expected to
underperform the credit spread of bonds / CDS of other
issuers operating in similar sectors or rating categories
over the next six months.

CreditNoRec (“C-NR"): We have not assigned a
recommendation to this issuer. Any references to
valuation are based on an issuer’s credit rating.
Reference Credit Instrument (“RCI”): The Reference
Credit Instrument for each issuer is selected by the
analyst as the most appropriate valuation benchmark
(whether bonds or Credit Default Swaps) and is detailed
in this report. Recommendations on other credit
instruments of an issuer may differ from the
recommendation on the Reference Credit Instrument
based on an assessment of value relative to the
Reference Credit Instrument which might take into
account other factors such as differing covenant
language, coupon steps, liquidity and maturity. The
Reference Credit Instrument is subject to change, at the
discretion of the analyst.

DB Credit Opinion Definition

The DB Credit Opinion follows the same scale as S&P's
credit ratings ranging from AAA for the Highest credit
quality to C for the Weakest credit quality. It reflects our
opinion on the creditworthiness of a company. We
derive our Credit Opinion from fundamental credit
analysis of the company, comparable analysis,
benchmarking against rating agencies and qualitative
judgement.
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Regulatory Disclosures

1. Important Additional Conflict Disclosures

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing.

2. Short-Term Trade ldeas

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are consistent
or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the SOLAR link at

http://am.db.com.

3. Country-Specific Disclosures

Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian
Corporations Act.

EU countries: Disclosures relating to our obligations under MiFiD can be found at http://globalmarkets.db.com/riskdisclosures.
Japan: Disclosures under the Financial Instruments and Exchange Law: Company name — Deutsche Securities Inc.
Registration number — Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho)
No. 117. Member of associations: JSDA, The Financial Futures Association of Japan. This report is not meant to solicit the
purchase of specific financial instruments or related services. We may charge commissions and fees for certain categories of
investment advice, products and services. Recommended investment strategies, products and services carry the risk of
losses to principal and other losses as a result of changes in market and/or economic trends, and/or fluctuations in market
value. Before deciding on the purchase of financial products and/or services, customers should carefully read the relevant
disclosures, prospectuses and other documentation.

Malaysia: Deutsche Bank AG and/or its affiliate(s) may maintain positions in the securities referred to herein and may from
time to time offer those securities for purchase or may have an interest to purchase such securities. Deutsche Bank may
engage in transactions in a manner inconsistent with the views discussed herein.

New Zealand: This research is not intended for, and should not be given to, "members of the public" within the meaning of the
New Zealand Securities Market Act 1988.

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any
appraisal or evaluation activity requiring a license in the Russian Federation.
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