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The Bank of New Zealand - Business NZ Performance of Manufacturing
Index is a monthly survey of the manufacturing sector providing an early
indicator of activity levels. A PMI reading above 50 points indicates
manufacturing activity is expanding; below 50 indicates it is contracting.
The main PMI and sub-index results are seasonally adjusted.

Manufacturing activity in decline
Bank of New Zealand - Business NZ PMI for March 2008

The Bank of New Zealand - Business NZ seasonally adjusted PMI for
March (48.3) showed a decrease in overall activity for the first time since
January 2006, and the lowest value since November 2005. It was also the
lowest March value since the survey began in August 2002, with the
previous lowest result being March 2005 (51.7).

For the first time since December 2005, the majority of the main diffusion
indices recorded decline rather than expansion. This was due to new
orders (44.6), production (46.4) and employment (49.4) all experiencing a
drop in activity. The falloff in new orders and production were sharp, with
the former a concern for future production in the coming months. Both
finished stocks (53.0) and deliveries (50.7) showed some expansion for
March.

Unadjusted activity for March showed activity was down in all but one
region. The Canterbury/Westland region (52.4) continued to show
expansion, but still down on the previous month. The Northern (47.8) and
Central (45.8) regions recorded their third and fourth consecutive declines
respectively, while the Otago/Southland region (46.3) experienced its lowest
result since January 2007.

Unadjusted results for the various manufacturing industries were generally
in decline during March. The machinery & equipment sector (53.4) bucked
the trend with the only expansion value shown for an industry, which was
also a recovery from two negative results during the start of 2008. The
wood & paper product sector (38.8) displayed the strongest level of decline,
followed by the textile, clothing, footwear & leather sector (43.0). The
remaining industry values were typically in the 47-49 range.

New Zealand's manufacturing activity continues to mirror offshore events.
Compared with other countries, the Australian PMI for March (51.2) showed
that manufacturing growth was still soft, with production stable, new orders
picking up but employment down. The manufacturing sector in the USA
failed to grow in March (48.6), following on from lackluster results over the
previous five months.

The proportion of negative comments made by respondents jumped
strongly, with 67.3% highlighting negative influences for March (up from
63.7% in February). The majority of negative comments were again
associated with the high New Zealand dollar (around 23% of all negative
comments), while other firms collectively noted the general slowdown and a
gloomy outlook in the months ahead.

HIGHLIGHTS

Seasonally-adjusted PMI down 3.5
points from February to sit at 48.3 for
March.

PMI at its lowest level since November
2005.

Three of the five main indices indicated
a decline, with new orders showing a
sharp fall.

Regional activity was positive in only
the Canterbury/Westland region and
continued to be negative in the North
Island.

The proportion of negative comments
continued upwards in March.

New Zealand’s manufacturing activity
mirrors offshore markets.

Next Bank of New Zealand -
Business NZ PMI: May 15 2008

SPONSOR STATEMENT

Bank of New Zealand Ltd is delighted to be
associated with the Performance of
Manufacturing Index (PMI) and Business NZ.
This association brings together the significant
experience of leading business advocacy body
Business NZ, and business finance specialist
BNZ. We look forward to continuing our
association with Business NZ and associated
regional organisations, and to playing our part in
the ongoing development of the New Zealand
manufacturing sector.

Bank of New Zealand (www.bnz.co.nz)
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Index is a monthly survey of the manufacturing sector providing an early
indicator of activity levels. A PMI reading above 50 points indicates
manufacturing activity is expanding; below 50 indicates it is contracting.
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Trading-Partner Growth Softening

Trading-partner growth outlook waning
Australia suddenly looking softer, ex-mining
The US is beginning a consumer-led recession
UK looking vulnerable and Europe slowing
Thank goodness for China (and the new FTA)

New Zealand’'s manufacturing sector now looks to be
slipping, having warned it was losing momentum over
recent months. Much of the explanation, and concern,
relates to obvious factors, including the ongoing
strength in the NZ dollar, cost pressure, resource
constraints and, now, weakening domestic demand.

But there is another factor well worth noting — offshore
demand. It is slowing already, and will probably continue
to do so for the foreseeable future.

And we can start with New Zealand's biggest trading
partner (even more so in respect of manufactured
exports), Australia. While it has been pressing forth
for a while now (to such an extent that resource-
constraint and inflation issues have surfaced), signs
of an economic slowdown are now coming through
loud and clear.

This was certainly the message from the Tuesday's
business survey from the National Australia Bank (the
parent company of the Bank of New Zealand). Australian
business confidence slumped further, to its lowest point
since September 2001. And business conditions fell to
their lowest level since December 2002. The sharp
moderation — now quite plain since the end of last year
— has been pretty much across the board sector-wise
and regionally, with the notable exception of the mining
industry (which has held Western Australia aloft).
Australian consumer sentiment has sagged to a similar
degree and over a similarly short, four-month, period.
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The United States — still New Zealand's second largest
trading partner, let's remember — is now entering a
consumer-led recession. Up until very recently by far the
biggest economic drag had been home construction,
with household spending actually holding up pretty well.
But consumer confidence has thrown in the towel over
recent months. And the labour market is beginning to
weaken. This promises to be the straw that breaks the
back of consumer spending, which will be most
important for the global economy.

As for the UK economy (New Zealand's fifth greatest
trading partner), it seems to be hanging in there, even
in respect of retail spending. But we harbour concerns
about its performance for 2008 — especially with
London’s heavy reliance on financial services to earn a
crust and a British housing market that is looking more
and more vulnerable to a marked correction.

An economy that appears to have weathered the credit
market consequences with reasonable aplomb is that of
the Eurozone. The ECB has seen no cause to touch its
policy interest rate to date — albeit partly because it was
never that high going into the crisis (4.00%, compared
with the United Kingdom's 5.75% and the United States’
5.25%). Nonetheless, the consensus expectation for
2008 growth has been progressively downgraded to
1.5%, from the 2.2% view back in October, which
represents a clear cooling from last year's 2.6% rate of
expansion. And further downgrades seem to be the risk.

The only meaningfully positive news on the trading-
partner growth front, then, has been from China (our
fourth largest trading partner in respect of merchandise
exports). Its economy expanded a brisk 11.4% last year.
And while the Chinese officials have been tweaking
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policy to try to slow things down, and though the
consensus formally anticipates a slowdown to 10.2%
for this year, we'll believe it when we see it.

That said, we can't help but notice the Chinese equity
market has fallen 40% since late last year. That does
not look like an economy decoupled from the global
disturbances or one immune from a loss of economic
momentum on its own account.

In any case, when we tot everything up, it's quite
clear that New Zealand's broad trading-partner growth
expectations have been steadily shrinking over recent
months. Sure, 2007 ended on a stronger note than

many were expecting (rather like the NZ economy itself).

However, New Zealand's trading-partner expansion

is expected to be 3.1% for calendar 2008, compared
to the 3.5% view taken just a few months prior, in
December. And we suspect it will keep shifting down
the gears.

We say this mindful of the way many internationally
respected institutions — such as the OECD and the IMF
— have recently been scrambling to lop their global
growth forecasts. They're coming up with slowest
paces in four, five, even six years. Indeed, the IMF has
just carved its global growth forecasts for 2008 to
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3.7%, from 4.1%. That's a big “adjustment”, especially
as its previous forecasts were barely three months ago.
The IMF also attached a 25% probability to a global (not
just US) recession. That needs to be taken seriously.

And don’t underestimate all this world GDP forecasting
— as both a good sense of how things are shifting
globally, its importance to New Zealand's export sector,
and the weight the Reserve Bank will place on it.

Indeed, the RBNZ may well start to presume, in its
central forecasts, a view of global growth weaker than
the consensus view it normally adheres to. It's done it
before, ten years ago, when the Asian Crisis had an
aggressively downside impetus about it. The fact the
RBNZ might “get in front” of the consensus downward
momentum again, perhaps for the June MPS, will thus
be telling. And wise, in our view.

That was then...

Trading Partner Growth - December 2007 Consensus

(calendar year, annual average percentage change)

Country Weight 2005 2006 2007 2008
Australia 275 2.8 2.7 3.9 3.6
United States 17.2 3.2 2.9 2.2 21
Japan 13.3 1.9 24 1.8 15
Canada 2.0 29 2.8 2.6 22
Eurozone 11.6 1.4 29 2.6 1.9
UK 6.4 1.9 2.8 31 1.9
Asia ex-Japan 21.9 6.9 7.5 7.4 7.0
Total 100.0 3.4 3.7 3.8 35
... this is now.

Trading Partner Growth - March 2008 Consensus
(calendar year, annual average percentage change)

Country Weight 2006 2007 2008 2009
Australia 27.5 2.7 3.9 3.3 3.2
United States 17.2 2.9 2.2 14 2.3
Japan 13.3 2.2 2.0 1.3 1.8
Canada 2.0 2.8 2.7 15 2.3
Eurozone 11.6 2.9 2.6 15 1.8
UK 6.4 2.8 3.1 17 1.9
Asia ex-Japan 21.9 7.5 7.7 6.6 6.6
Total 100.0 3.7 3.9 3.1 3.3
lav. .
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ANALYST DISCLAIMER: The person or persons named as the author(s) of this report hereby certify that the views expressed in the research report accurately reflect their personal views about the subject securities and
issuers and other subject matters discussed. No part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in the research report. Research analysts
responsible for this report receive compensation based upon, among other factors, the overall profitability of the Markets Division which is part of the Institutional Markets & Services division of National Australia Bank
Limited, a member of the National Australia Bank Group (the “National”). The views of the author(s) do not necessarily reflect the views of the National and are subject to change without notice. The National may receive
fees for banking services provided to an issuer of securities mentioned in this report. The National, its affiliates and their respective officers, and employees, including persons involved in the preparation or issuance of this
report (subject to the policies of the National), may also from time to time maintain a long or short position in, or purchase or sell a position in, hold or act as advisors, brokers or commercial bankers in relation to the
securities (or related securities and financial instruments), of companies mentioned in this report. The National or its affiliates may engage in these transactions in a manner that is inconsistent with or contrary to any
recommendations made in this report.

NEW ZEALAND DISCLAIMER: This publication has been provided for general information only. Although every effort has been made to ensure this publication is accurate the contents should not be relied upon or used as
a basis for entering into any products described in this publication. Bank of New Zealand strongly recommends readers seek independent legal/financial advice prior to acting in relation to any of the matters discussed in
this publication. Neither the Bank of New Zealand nor any person involved in this publication accepts any liability for any loss or damage whatsoever may directly or indirectly result from any advice, opinion, information,
representation or omission, whether negligent or otherwise, contained in this publication.

U.S DISCLAIMER: This information has been prepared by National Australia Bank or one of its affiliates or subsidiaries (collectively, “NAB”). If it is distributed in the United States, such distribution is by nabCapital
Securities, LLC which accepts responsibility for its contents. Any U.S. person receiving this information wishes further information or desires to effect transactions in the securities described herein should call or write to
nabCapital Securities, LLC, 28th Floor, 245 Park Avenue, New York, NY 10167 (or call (877) 377-5480). The information contained herein has been obtained from, and any opinions herein are based upon sources
believed to be reliable and no guarantees, representations or warranties are made as to its accuracy, completeness or suitability for any purpose. Any opinions or estimates expressed in this information is our current
opinion as of the date of this report and is subject to change without notice. The principals of nabCapital Securities, LLC or NAB and/or its affiliates may have a long or short position or may transact in the securities
referred to herein or hold or transact derivative instruments, including options, warrants or rights with securities, or may act as a market maker in the securities discussed herein and may sell such securities to or buy from
customers on a principal basis. This material is not intended as an offer or solicitation for the purchase or sale of the securities described herein or for any other action. It is intended for the information of clients only and is
not for publication in the press or elsewhere.

FnabCapital

www.bnzmarkets.co.nz Page 3




	Canterbury/Westland (Canterbury Employers Chamber of Commerce): Canterbury, Marlborough, West Coast  

