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         Media Release

May 23, 2008 


Farmer confidence buoyed by recovering lamb prices 
After declining sharply earlier this year, New Zealand farmer confidence has staged a moderate rally off the back of a recovery in lamb prices, according to the latest bi-monthly Rabobank/Nielsen Rural Confidence Survey.

Taken across New Zealand last month, the survey showed overall, 18 per cent of New Zealand farmers expect the agricultural economy to improve in the next 12 months, compared to 15 per cent in the previous survey.

Sheep farmer confidence improved significantly, with 24 per cent of sheep farmers now expecting the rural economy to improve, up from 20 per cent in the previous survey.   Those expecting the rural economy to worsen also fell significantly to 34 per cent, down from 41 per cent in the last survey period, reflecting the improved outlook and rising schedule prices as lamb supply falls.

Rabobank general manager Rural New Zealand Ben Russell said that lamb farm gate schedule prices had been maintained around 10 per cent higher than last year during the peak processing period despite a strong New Zealand currency and this was likely to have been a driver of improved confidence.
Mr Russell said that the improvement in farmer confidence reflected a change in interest rate expectations, with 16 per cent now expecting interest rates to reduce, up from five per cent last survey, and 31 per cent now expecting rates to increase, down from 45 per cent last survey. 

Farmer confidence has also improved across the cropping and beef sectors, with cropping farmers continuing to have a positive outlook and high income expectations. However, despite a modest improvement, beef producers are the most pessimistic of all farmers, with 49 per cent expecting the economy to worsen, compared to 45 per cent in the last survey. 
“The lower expectations of beef farmers may be a reflection of the current uncertainty in international beef markets combined with the very high New Zealand dollar against the US dollar during the survey period,” Mr Russell said.  While the prospect of US beef re-entering the South Korean market after an absence of nearly five years was likely to increase competition in that market, the prices for manufacturing beef have strengthened considerably over recent months and became more evident in farm gate beef prices during May, he added. 
Dairy farmer outlook has remained static, with 14 per cent expecting an improvement in the rural economy, compared to 15 per cent last survey period, and 55 per cent expecting things to stay the same, compared to 53 per cent last quarter. 
In contrast to the moderate rise in headline confidence, income expectations have worsened notably with 41 per cent expecting lower income, compared to 37 per cent last quarter and only 28 per cent are expecting the same income, down from 31 per cent last survey. The percentage of farmers expecting more income remained static at 31 per cent. 

Mr Russell said that the persistently strong New Zealand currency during March and April was likely to be the main contributing factor to the decreased income expectations.
“Farmers are well aware that the exchange rate has a strong influence on their income levels,” said Mr Russell. “Decreased income expectations reflect the negative impact of the New Zealand dollar hovering around US 80 cents since February.”
Mr Russell said that overall, farmers’ investment intentions have also changed little from the previous survey with 20 per cent expecting to decrease investment, compared to 21 per cent last survey, and 62 per cent expecting the same level of investment, compared to 60 per cent last survey. 

Intentions to decrease investment were greatest amongst beef farmers, followed by sheep farmers – although Mr Russell said that sheep farmers’ investment intentions had improved from the previous survey.
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The Rabobank/Nielsen Rural Confidence Survey is the only study of its type in New Zealand. Conducted bi-monthly, a panel of approximately 720 farmers across New Zealand were surveyed in the last survey period.  

< ENDS >

Rabobank New Zealand is a part of the international Rabobank Group, the world’s leading specialist in food and agribusiness banking. Rabobank has more than 100 years’ experience providing customised banking and finance solutions to businesses involved in all aspects of food and agribusiness.  Rabobank has a AAA credit rating and is rated one of the world’s safest bank by Global Finance magazine. Rabobank operates in 42 countries, servicing the needs of more than nine million clients worldwide through a network of more than 1500 offices and branches. Rabobank is one of New Zealand’s leading rural lenders and a significant provider of business and corporate banking and financial services to the country’s food and agribusiness sector.  The bank has 29 branches throughout New Zealand.
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Results at a Glance





Farmer confidence has increased moderately, after a sharp decline last survey.


Improved sheep farmer confidence buoyed results, with 34 per cent of sheep farmers now expecting the rural economy to worsen over the next 12 months, down from 41 per cent in the last survey period.


Interest rate expectations have changed significantly, with 16 per cent now expecting interest rates to reduce, up from five per cent last survey. Only 31 per cent expect an increase, compared to 45 per cent last survey. 


Biggest confidence decline was amongst beef producers, with 49 per cent expecting the rural economy to worsen.
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