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Debt position 31 July

SWDC - Debt and Cover

[ Core Debt = Bond ——Policy Bands ——Fixed Rate Cover
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* External debt on 30 April.

« Hedging is within the CEO discretion - until net debt exceeds $30.0M (treasury policy section 39) any
hedging is at the CEO’s discretion.
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Debt position 31 July

Funder Principal OrigTerm (yrs) Rate Start Date Maturity
LGFA 1,500,000 4.92 1.780% 17-May-21 15-Apr-26
LGFA 3,300,000 3.00 5.230% 17-Apr-23 15-Apr-26
LGFA 6,700,000 10.00 2.720% 17-May-21 15-May-31
LGFA 17,000,000 0.50 3.490% 15-Apr-25 13-Oct-25
28,500,000 Weighted Ave Debt Cost 3.42%

+ Qutstanding net debt on 31 July was $28.5M.
« Working capital cash balances $6.5M.

« Put in place with BNZ a ‘right fit’ standby facility and have an interest-bearing call account based on
OCR.
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— Key developments/Outlook

e Europe and Japan have agreed to 15% tariffs and at the time of writing a 90-day an
extension to the ‘truce’ re in Chinese tariffs is almost certain. New Zealand stuck
with 15% whereas Australia at 10%.

e Investors are now more focused on hard data to validate the economic and policy
outlook, rather than over-interpreting trade agreements and this helped US bond
yields fall over recent weeks, but investor interest declined as 10-year yield
approached 4.20%.

e The US Federal Reserve left its cash rate target unchanged at 4.25% to 4.50% in
late July with financial markets pricing in 0.50% of cuts (to a 3.75% to 4.00% range)
by the end of this year.

e A cutin late August to 3.00% by the RBNZ is fully priced in with the OCR projected
to bottom out around 2.75% in Q1 2026.

* While export prices remain strong, households remain under pressure with higher
food prices, higher insurance and energy costs and a still weakening housing
market, pressurising discretionary spending levels.

e Our base scenario for local economy for 2025 is lackluster, despite OCR declines,
with recovery penciled in for second half of 2026.
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_ June quarter CPI

supports August OCR cut
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Source: Stats NZ, RBNZ, Macrobond, ANZ Research

« Within RBNZ's target range and in line with its May projections which implied sub-3.00% OCR.
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Inflation expectations remain anchored
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=== 10 Years Out ====5 Years Qut === 2 Years Out 1 Year Out
* Inflation expectations remain well anchored Source: Macrobond, ASB

« 1-year-ahead mean inflation expectations eased to 2.37% (from 2.41% in Q2).

« The mean RBNZ 2-year-ahead measure of inflation expectations was little changed at 2.28% (2.29% in Q2).
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Global inflation measures

AU CPI YoV on 6/30/25 19 [(120
B NZ CPI YoY on 6/30/25 2.7
M US CPI Yo¥Y on 6/30,/25 27
M US (PCE DEFLAT) on 6/30/25 2.6
ECB CPI Yo¥ 2.0 b10.0
UK CPI YoY on 6/30/25 3.6
M China CPI YoY 0.0 |
2020 | 2021 | 2022 | 2023 | 2024 2025
ACPMYOY Index {Australia Monthly CPI All Groups YoY) DJ CPI prints Daily 24JUN2020-11AUG2025  Copyright® 2025 Bloomberg Finance L.P.  11-Aug-2025 08:21:48
* NZ headline CPI was slightly lower than expected, at 2.7% yoy in the June quarter
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Market Monetary Policy expectations

11 August 2025
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History supports OCR below 3.00%

% Sources: Macrobond, ANZ, Stats NE Wesipac n,l"rﬂ
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* Monetary policy stimulatory to drive the period of above-trend growth and absorb spare capacity.

« The RBNZ’s best unbiased estimate is that the long-run neutral OCR is around 3.0% - compared to the
current OCR at 3.25%.
» Historically, outside of crises, the OCR has usually troughed around 50-100bp lower than neutral
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~ 2-year swap rate - base at 3.00%.
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» Supports OCR going to 2.75%.
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~ 5-year swap rate OCR versus US bond yields
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» Hard to sustain levels below 3.25% when US 10-year bond yield stuck in 4.20% to 4.60% range.
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~ US 10-year bond yield
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» Gyrating in circa 4.20% to 4.60% range
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B RBNZ nowcast sees GDP contraction Q2

RBNZ GDP Nowcast
10
June quarter end
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Banks see weak employment outlook

Unemployment rates
(Seasonally adjusted)
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« BNZ stating the data is “unequivocally weak”

- * Auckland unemployment at 6.1% is highest post GFC
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NZ consumer confidence still negative
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Govt and Council charges hitting households

1 _% yr Central and local government charges % yr "
Sources: Stats NZ, Westpac
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Lower mortgage rates applied to principal

repayments
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Household mortgage payments remains high with excess repayment at a record



~ Card Spending flat despite lower OCR

Retail card spending ($), June 2022-June 2025
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Tourism recovery stalled?
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~ Lending still biased towards housing

Sector lending annual growth rates
25 25
M
20 ,' Ii 20
|i| i
15 15
#¢ 10 10 3e
™ ™
=] =)
= c
c =
< 5 5 <
0 0
-5 5
~——Agriculture —Housing -—Business
10 10
Jun-07  Jun-09 Jun-11 Jun-13 Jun-15 Jun-17 Jun-19 Jun-21 Jun-23 Jun-25

Source: RBNZ
* Lending to productive sector woeful
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GDP per capita shows scale of latest downturn
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* Productivity growth woeful so immigration meant more people and all a little poorer
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- NZ Commodity Price Index
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Disclaimer
IMPORTANT NOTICE

Statements and opinions contained in this report are given in good faith, but in its presentation, Bancorp has relied on primary sources for the information's accuracy and completeness. Bancorp does not imply, and it should not be
construed, that it warrants the validity of the information. Moreover, our investigations have not been designed to verify the accuracy or reliability of any information supplied to us.

It should be clearly understood that any financial projections given are illustrative only. The projections should not be taken as a promise or guarantee on the part of Bancorp.

Bancorp accepts no liability for any actions taken or not taken on the basis of this information and it is not intended to provide the sole basis of any financial and/or business evaluation. Recipients of the information are required
to rely on their own knowledge, investigations and judgements in any assessment of this information. Neither the whole nor any part of this information, nor any reference thereto, may be included in, with or attached to any
document, circular, resolution, letter or statement without the prior written consent of Bancorp as to the form and content in which it appears.

CONFIDENTIALITY

The information provided herein is provided for your private use and on the condition that the contents remain confidential and will not be disclosed to any third party without the consent in writing of Bancorp first being
obtained.

GET IN TOUCH

Bancorp Treasury Services Ltd
Head Office, Level 3, 30 Customs Street, Auckland
09 912 7600

www.bancorp.co.nz
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