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IMPORTANT INFORMATION

The material (including the presentation slides) included in this presentation (‘'information') is provided
as a complimentary service and is for information purposes only. It is subject to change, does not
constitute advice and is not a substitute for commercial judgment or professional advice, which should
be sought for your particular circumstances prior to taking any action in relation to any information.

While the information is from sources perceived by ANZ Bank New Zealand Limited (CANZ") to be
reliable, ANZ does not warrant the accuracy or completeness of the information, the suitability of that
information for your particular circumstances, or the accuracy, completeness or quality of any third
party materials referred to in this presentation or their suitability for you.

To the extent permitted by law, ANZ disclaims all liability and responsibility to any person for any direct
or indirect loss or damage that may result from any act or omissions by any person in relation to the
information, and each person waives all claims in that regard.



WHAT WE'LL COVER TODAY

1. Economic Backdrop

2. Setting Yourself Up for Success

3. What to do where it doesn’t go to plan

4. Rural Business Resilience



ECONOMIC BACKDROP

* Global Economic Growth is weakening

ANZ Research

« Demand for most commodities is relatively weak

« Environmental Impact
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« We are now selling a story



SETTING YOURSELF UP FOR SUCCESS

Engage with quality Professionals early

* Have regular engagement

Formulate a plan and test the assumptions
« Know your costs!!
« What are your long-term commitments and capital costs

« Have a Plan B and understand what are the triggers before they occur

When planning - use insights and benchmarking data
« Where do you currently excel and where do you underperform

« How often do you measure against this

Interest rates — these are a risk management tool

Loan Structures - are a key tool



RESPONDING TO A RECOVERY / EVENT

« Prepare for “this will take time”
« Personal Resilience first, Business Resilience second
« Again, invest in good expertise and advisors upfront this will pay dividends in the long run

« Clearly understand what your insurance does and does not cover — engage with your broker and professionals to

understand the detail
« Understand what support and funding available to help.
- support available through government and local authorities,

- discuss your cashflow / funding support options i.e. ANZ Business Regrowth Loan, NIWE Loan Guarantee

Scheme, Green Loans - understand your eligibility criteria.

Start with a plan for short/medium/long term plan (Crucial) and understand costs with a high degree of oversight.
+  We see the most successful recoveries where a plan and costing upfront is developed and understood well

- Include a list of the most important priorities that focus on productivity



Rural business
resilience

increasing frequency and severity of weather
disruption proves challenging for both funding

and insurance providers
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Weather frequency and severity

Rather than planning ‘what if’, business owners need to consider ‘when’
this may happen...

« NZ’s traditional insurance market does not provide cover options for orchard assets and
risks

« Stronger risk management planning / equity / risk transfer considerations required

« Alternative / non-traditional approaches to be considered




Insurance market cycle

Prices rise and insurers’
reduce coverage. Loss events,
dipping underwriter profits
and ccpftcf retreat signoi

to the insurance market that
prices have risen in order

for insurance businesses to
remain profitable.

Premium prices and insurer
profits start to react to
negative pressure. As claims
losses rise, the market starts
to tighten.
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Premiums are higher and cover
is more difficult to find.
Underwriters may step away
from certain markets as they
look to rebalance the
profh‘obiﬁfy of their books.

Decreasing
claims losses

Prices begin to drop, cover
becomes more accessible in the
absence of major losses or with

more capital entering markets,
underwriters are more willing
fo place business.

Additional
capacity enters
the market




Widespread premium changes

The cost of rural insurance is rising significantly and underwriters want
good risks

* The rural insurance market has enjoyed some wider covers

« Clients will be receiving large increases at renewal, this year and going forward
« Sub-limits are being restricted / reduced / made optional

« Farmers have been loyal to their insurance suppliers BUT

« They are reaching out and looking at options available... affordability is an issue

« An opportunity to introduce Crombie Lockwood for a second opinion




Our advice

Build strong
relationships
ahead of
renewal

Start renewal
preparations
early

Provide
detailed
information

representing
the risk in
positive
terms

Being open to
flexible,
innovative
ways of
structuring
the insurance
programme




Alternative options 1

Parametric Insurance - provides an alternative to help fund the delay
costs and economic losses of a project due to extreme weather events
such as rain, wind, snow accumulation, heat or cold

 for risks that can be objectively measured and verified by a third-party authority
e once that measurement is triggered, the claim is paid

* requires only that the threshold for the agreed-upon risk is met

« also means claims can be paid expediently

* |Insurer bases pricing on probability, to make it affordable needs to be low frequency event

E.g. trigger could be rain exceeding X millimetres in a specified time period, once exceeded the policy instantly pays
out the limit chosen by the client. Challenges for growers is often they are in more remote locations or micro
climates meaning the weather they experience is different to metservice data centres, need the data to prove the
loss.




Alternative options 2

Retention Finance Programme (RFP) - essentially a self-funded
Insurance mechanism

« Select a term and select a limit (say 5yrs and $10mil)

e On limit of $10M you would pay $2M per year

* You could use $10M in one event or use as needed over the 5 year period

« There is a profit share and interest payable back to the client based on claims outturn

* If you use the full $10M in year 1 you still have to pay $2M a year for the 5 years and
cover is no longer available. You would need to buy a second limit

Key benefits of this to the client is it satisfies banks security requirements, tax advantageous
and can be tailored to clients specific needs.




THANK YOU




	Slide 1: Financial / Insurance / Risk Management
	Slide 2: IMPORTANT INFORMATION
	Slide 3: what we’ll cover today
	Slide 4: Economic Backdrop
	Slide 5: Setting yourself up for success
	Slide 6: Responding to a recovery / event
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14: Thank You

