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Disclosure

Forsyth Barr Limited is a licensed financial advice provider. For key
information about us and our financial advice services see
www.forsythbarr.co.nz/choosing-a-financial-advice-service

Not personalised financial advice: The recommendations and opinions in
this presentation do not take into account your personal financial
situation or investment goals. The financial products referred to in this
presentation may not be suitable for you. If you wish to receive
personalised financial advice, please contact your Forsyth Barr Investment
Adviser. The value of financial products may go up and down and investors
may not get back the full (or any) amount invested. Past performanceis
not necessarily indicative of future performance.

The Summer KiwiSaver scheme is managed by Forsyth Barr Investment
Management Ltd. You can obtain the Scheme’s product disclosure
statement and further information about the Scheme at summer.co.nz,
from one of our offices, or by calling us on 0800 11 55 66. Forsyth Barr
Investment Management Ltd is a licenced manager of registered schemes
and part of the Forsyth Barr group of companies.
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Forsyth Barr Investment Management limited is a licenced provider of
discretionary investment management services (DIMS).

The Forsyth Barr Investment Funds are managed by Forsyth Barr
Investment Management Ltd. You can obtain the Funds’ product
disclosure statement and further information about the Funds at
www.forsythbarr.co.nz/investmentfunds, from one of our offices, or by
calling us on 0800 367 227. Forsyth Barr Investment Management Ltd is
a licenced manager of registered schemes and part of the Forsyth Barr
group of companies.
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https://www.forsythbarr.co.nz/choosing-a-financial-advice-service
http://www.forsythbarr.co.nz/investmentfunds

Important Information

Disclosure: Forsyth Barr Limited and its related companies (and their respective
directors, officers, agents and employees) (“Forsyth Barr”) may have long or short
positions or otherwise have interests in the financial products referred to in this
presentation, and may be directors or officers of, and/or provide (or be intending to
provide) investment banking or other services to, the issuer of those financial products
(and may receive fees for so acting). Forsyth Barr is not a registered bank within the
meaning of the Reserve Bank of New Zealand Act 1989. Forsyth Barr may buy or sell
financial products as principalor agent, and in doing so may undertake transactions that
are not consistent with any recommendations contained in this presentation. Forsyth
Barr confirms no inducement has been accepted from the researched entity, whether
pecuniary or otherwise, in connection with making any recommendation contained in
this presentation.

Analyst Disclosure Statement: In preparing this presentation the analyst(s) may or may
not have a threshold interest in the financial products referred to in this presentation.
For these purposes a threshold interest is defined as being a holder of more than
$50,000 in value or 1% of the financial products on issue, whichever is the lesser. In
preparing this presentation, non-financial assistance (for example, access to staff or
information)may have been provided by the entity being researched.

Disclaimer: This presentation has been prepared in good faith based on information
obtained from sources believed to be reliable and accurate. However, that information
has not been independently verified or investigated by Forsyth Barr. Forsyth Barr does
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not make any representation or warranty (express or implied) that the informationin this
presentation is accurate or complete, and, to the maximum extent permitted by law,
excludes and disclaims any liability (including in negligence) for any loss which may be
incurred by any person acting or relying upon any information, analysis, opinion or
recommendation in this presentation. Forsyth Barr does not undertake to keep current
this presentation; any opinions or recommendations may change without notice. Any
analyses or valuations will typically be based on numerous assumptions; different
assumptions may yield materially different results. Nothing in this presentation should
be construed as a solicitation to buy or sell any financial product, or to engage in or
refrain from doingso, or to engage in any other transaction. Other Forsyth Barr business
units may hold views different from those in this presentation; any such views will
generally not be brought to your attention. This presentation is not intended to be
distributed or made available to any person in any jurisdiction where doing so would
constitute a breach of any applicable laws or regulations or would subject Forsyth Barr
to any registration or licensing requirement withinsuch jurisdiction.

Terms of use: Copyright Forsyth Barr Limited. You may not redistribute, copy, revise,
amend, create a derivative work from, extract data from, or otherwise commercially
exploit this presentation in any way. By accessing this presentation via an electronic
platform, you agree that the platform provider may provide Forsyth Barr with
informationon your readership of the presentations available throughthat platform.
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The inflation bogeyman is here

Source: Hedgeye
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Core inflation hasn’t been this high since the early 1990s

NZ inflation NZ tradeable and non-tradeable inflation
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Source: Statistics NZ, Forsyth Barr analysis Source: Statistics NZ, Forsyth Barr analysis
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Economics 101

(All else equal) if demand increases ...

Supply
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Source: Forsyth Barr analysis

Page 6

... or supply falls, then prices rise

Demand

i i
i
i ‘

Quantity

% FORSYTH BARR



Imported inflation ...
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A Black Swan* hit

T O ENGEYE

* . . . Source: Hedgeye
An unpredictable or unforeseen event, typically one with extreme consequences

Page 8 % FORSYTH BARR



Massive central bank reaction

Central banks cash rates United States Treasuries on Fed balance sheet
10% 6
—United States New Zealand —Australia —United Kingdom —Japan

Up US$3.4 trillion since January 2020
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Source: Thomson Reuters, Forsyth Barr analysis Source: St. Louis Federal Reserve, Forsyth Barr analysis
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Unprecedented government response

New Zealand government debt to GDP

Fiscal stimulus
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Drove a bounce in activity ...

New Zealand core retail sales United States retail sales
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... but bounce uneven: Durable goods demand booming, services trailing

NZ retail sales US retail sales
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Supply chains have struggled to respond ... 'Containergeddon’

Container shipping rates

12000

Ningbo: Global supply fears as China
partly shuts major port

—Freightos Global Container Freight Index, lhs
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After causing chaos in the UK, truck
driver shortages could soon hit the
rest of Europe
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4000

Container Ships Headed for U.S. Poised
to Worsen Port Bottleneck

2000

o o - o ., cargo ships line up at Port of Tauranga as supply chain
issues bite

Source: Freightos, Baltic Exchange, Forsyth Barr analysis
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Disruption flows through the global supply chain

Why the Chip Shortage Drags On and On...and On US CPI (consumer price inflation)

150 Used cars

Toyota to cut production 40% in & trucks
October because of the chip e
shortage.
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Auto Makers Warn Chip Shortage Will Continue to
Impact Vehicle Production

Core CPI

New cars
& trucks

Price index, January 2016

Used Car Pricing Will Remain Inflated Until Microchips
Arrive
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Covid-19: Vehicle shortage pushes price of used cars
higher on Trade Me N .
Source: Refinitiv, Forsyth Barr analysis
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Goods shortages

Pandemic Bike Shortage

pueto Supply chain issues leading to shortage of
tight supply; artificial Christmas trees
limit 2 per

Shortage of Lawnmowers and Tractors

Supply chain issues causing snow tire
shortage

Nike and Costco warn of product
shortages and delays

Homeowners face long delays for
kitchen and bathroom fitters

ust 180 More Days Until Your Oven Arrives:

Source: Boston University Appliance Delays Cause Havoc
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Demand for durable goods driving inflation

US inflation
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Inflationary pressures compounded by Ukraine shock
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Russia and Ukraine are commodities heavyweights

Russia share of global exports Oil price
30% 140
25% 120
20% 100
=
2
15% g 80
(5]
g
10% E 60
c
L
5% @
40
0% 20
w - 3 A =
3 £ g g g 3 5 5
- S = o £ £ =
g = 2 B 3 £
2 o = E
@ o < 0
=z

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Source: BP, AFR, Financial Times, WSJ, Refinitiv, Forsyth Barr analysis Source: Refinitiv, Forsyth Barr analysis
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....and growing our own

G
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“World leading” migration ...

New Zealand net migration Population growth - 5 years to 2019
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... has been the principle driver of our economy

New Zealand GDP growth (3-year rolling average)
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The Ponzi economy built on migration

The positive side to migration ...

( NN

High Boosts Greater Lifts economic
migration demand productive  growth, creates jobs

capacity
Qey
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The Ponzi economy built on migration

The positive side to migration ... But there’s a cost ...

High Boosts Greater Lifts economic Where supply is Soaring house
migration demand productive  growth, creates jobs sticky (can’t prices, traffic

capacity increase quickly) congestion,

needed and can't keep pace  pressures on
shortages emerge, infrastructure

e.g. housing,
infrastructure.
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The Ponzi economy built on migration

The positive side to migration ... But there’s a cost ...

High Boosts Greater Lifts economic Where supply is Soaring house
migration demand productive  growth, creates jobs sticky (can’t prices, traffic

capacity increase quickly) congestion,

needed and can't keep pace  pressures on
shortages emerge, infrastructure

e.g. housing,
infrastructure.

What's been our solution?
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The Ponzi economy built on migration

The positive side to migration ... But there’s a cost ...

High Boosts Greater Lifts economic Where supply is Soaring house
migration demand productive  growth, creates jobs sticky (can’t prices, traffic

capacity increase quickly) congestion,

needed and can't keep pace  pressures on
shortages emerge, infrastructure

e.g. housing,
infrastructure.

More migration!
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The Ponzi economy built on migration ... but the door is now shut

The positive side to migration ... But there’s a cost ...

High Boosts Greater Lifts economic Where supply is Soaring house
migration demand productive  growth, creates jobs sticky (can’t prices, traffic

capacity increase quickly) congestion,

needed and can't keep pace  pressures on
shortages emerge, infrastructure

e.g. housing,
infrastructure.
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Housing the most obvious example

No migration... 12 months to June 2020

... population growth

0.6% per year (max!) 2.3% per year

... houses required

12,000-13,000 4x 43,000-47,000

New Zealand: The struggle to find a yUN Declares New Zealand’s
‘decent home' Housing Crisis A Breach Of

NZ SHORT BY NEARLY 40,000 HOUSES HumanRights —
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New Zealand’s acute housing shortage

People per house International house prices
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New Zealand'’s tight labour market

Employment rate (OECD, 15-64 year olds)
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Unemployment and participation rate
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What does it mean? ... the first meaningful rate hike cycle in 15 years

New Zealand cash rate (OCR)
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Source: RBNZ, Bloomberg, Forsyth Barr analysis
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But a lot of uncertainty on the horizon ...

“No-one knows what the outcome of this
pandemic will be, in say 3-5 years’ time.”

Covid-19 Public Health Advisory Group (NZ)

How long does the vaccine last?

How will the virus mutate?

Will vaccines be effective against new variants?

GREL

Source: The Week
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... and not just with COVID

How will our highly indebted households and
overinflated house prices respond to rising
mortgage rates?

To what extent will governments continue to
support economies?

How quickly will supply chains readjust?

Will New Zealand once again welcome new
migrants in droves? And will they want to
come?

How long will the Russia-Ukraine conflict last?
Will Cold War Il devolve?
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New Zealand mortgage rates
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New Zealand consumers are vulnerable ...

New Zealand household debt (vs. income) New Zealand mortgage tenures
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... and already feeling more glum than the GFC

New Zealand consumer confidence
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Housing unaffordability is really starting to bite

New Zealand house prices vs. household income
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Source: REINZ, RBNZ, Forsyth Barr analysis
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... and we’re finally building enough houses

New dwelling consents vs. migration
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Source: Stats NZ, Forsyth Barr analysis
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A few investing reminders ...

Share of global listed companies

1. The New Zealand share market is not the New
Zealand economy

Australia, 2.2% New Zealand, 0.2%

2. The world is a big place

3. Higher interest rates mean you get better future
returns on defensive investments, e.g. bonds

Other, 97.6%

Source: NZX, ASX, Statistica, Forsyth Barr analysis
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... an over the long-term stock markets have navigated every type of crisis

Dow Jones Industrial Average
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