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The Trans Pacific Partnership Agreement is a deal to liberalise trade and
CONTRIBUTORS investment between 12 Pacific-rim countries. For food and beverage exporters
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Rural Economist markets — the US, Japan and Canada.
Telephone: +64 4 802 2361
E-mail: con.williams@anz.com The modelled benefits of $2.7 billion per annum for the New Zealand economy

by 2030 are debatable. But history actually suggests such benefits are often
understated. In addition we take the view it’s better to be in the tent than
outside. It is incongruous to imagine New Zealand — a trade dependent nation

— not signing up, particularly with the deal being a ‘living agreement’ meaning
others can sign up too and the clear evidence of substantive benefits from other
deals New Zealand has been a party to (i.e. CER, NZ-China FTA etc). There is

a raft of empirical evidence that suggests trade liberalisation benefits overall
welfare and lifts nationwide income too, particularly so for a small and already
open trade dependent economy like New Zealand.

For food and beverage companies, the deal gets rid of $274 million in tariffs,
removes other non-tariff barriers and harmonises the rules governing trade
between TPPA members. But it also goes further by opening up new export
opportunities in some of the wealthiest consumer markets, gains New Zealand
parity with competitors who already have free-trade concessions, increases
competitiveness of small to medium-sized food and beverage businesses through
lowered compliance costs, and allows New Zealand regulators/businesses to

be at the heart of shaping future trade policy. These benefits are difficult to
measure, but tangible.

WHAT IS IT?

The Trans Pacific Partnership Agreement (TPPA) is a deal to liberalise
trade and investment between 12 Pacific-rim countries: New Zealand,
Australia, Brunei Darussalam, Canada, Chile, Japan, Malaysia, Mexico, Peru,
Singapore, the United States and Vietnam. These countries account for over 800
million consumers, 36% of global gross domestic product and 40% of global
trade.

From a New Zealand perspective the 12 countries are key trading
partners. They already account for 40% of total goods exports, 47% of total
service exports, 73% of New Zealand’s direct overseas investment and 75% of
foreign investment within New Zealand.

New Zealand already has free trade agreements with Australia, Singapore,
Brunei Darussalam, Chile, Vietnam and Malaysia, so this agreement is really
about the addition of Peru, the United States, Mexico, Japan and Canada.
The latter four countries are where the rubber hits the road for New Zealand
businesses as they are home to some of the wealthiest consumers. Indeed these
additional countries only represent 9% of the global population, but they capture
nearly a third of global economic activity.

Of equal importance is the fact the TPPA is a ‘living agreement’, meaning
other countries may join in the future. It is much broader than the usual

run of a mill free trade agreement. It covers a number of emerging trade and
new ‘cross-cutting’ issues. This includes the likes of the internet and digital
economy, the participation of state-owned enterprises in international trade and
investment, the ability of smaller sized businesses to take advantage of trade
agreements and other topics you wouldn’t typically see in your standard or
historical free trade agreements.
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Geopolitics and the future rules that govern
globe trade is a consideration too. The TPPA

is viewed as an important element in the US
‘rebalancing’ toward Asia and as a strategic move to
counterweight the rise of China. Similarly, Japan’s
participation in TPPA negotiations is largely seen as
an effort to contain China’s influence in the region.

Moreover, as the TPPA has a special regulatory
focus on topics not covered by the World Trade
Organisation, it may — if successful — significantly
contribute to shaping future trade deal templates.
Thus, it is a clear opportunity for both the US and
Japan to influence the future trading system in the
Pacific and further abroad.

WHEN WILL IT COME INTO FORCE?

The Agreement is not expected to enter into
force until at least early 2018. However, there
are still some political hurdles to overcome in
many of the participant countries. This is due
to each of the twelve countries needing to change
domestic laws to reflect what was agreed under the
TPPA. This is no easy task given ‘special interest’
groups all pushing their own agendas and you can
already see political fracturing in some key nations
such as the USA.

There are various ways for the Agreement to enter
into force.

1. The first option is if, within two years of the date
of signature (4 February 2016 in Auckland), all
countries that signed the TPPA have completed
the necessary domestic law changes. It then
enters into force 60 days after notification by all
countries.

TABLE 1: CHAPTERS IN TPPA

2. If all countries have not notified their readiness
within two years, then the second option is if at
least six of the countries accounting for 85% of
the combined GDP (as at 2013) have completed
the necessary domestic law changes then it can
enter into force 26 months after signature.

3. The third option applies if the TPPA has not
entered into force under either of the first two
options. In these circumstances, it will enter into
force 60 days after the date on which at least six
of the original countries involved have completed
the necessary domestic law changes. Again, the
six countries need to account for at least 85% of
the combined GDP (as of 2013) of those originally
involved.

TPPA includes a mechanism that allows countries who
did not notify their readiness under the above options
to sign-up when they are ready to do so.

The US accounts for approximately 60% of GDP of
the 12 countries that signed up and Japan 18%. So
given the 85% threshold, all eyes are on whether
or not these two countries can pass the respective
legislative changes through their governing bodies.

In the US, it needs to make it through the Republican
controlled House of Representatives and Congress.
Through a piece of legislation called the Trade
Priorities and Accountability Act, the President can
submit trade deals to Congress for an expedited vote
without amendments. This piece of legislation was
key to getting other countries on board given that
divisions within the US would have undermined what
was agreed.

Chapter Chapter Description

1. Initial Provisions and  Outlines definitions and countries involved.

General Definitions

2. National Treatment

Sets out the rules individual TPPA countries will apply for qualifying imports from other TPPA

and Market Access for countries, including the elimination of tariffs. Each country has agreed to a schedule of tariff
Goods commitments specifying the preferential rate that applies to other TPPA countries. Most countries
apply these same rules to all, but there are some variations.

& Rules of Origin and
Origin Procedures

Establishes the rules for determining whether goods traded between TPPA countries are considered
to “originate” in the TPPA region and therefore qualify for relevant tariff and trade preferences.

4. Textile and Apparel The rules of origin for textiles within the TPPA are treated differently from New Zealand’s other
Goods trade agreements. The majority of textile products need to be manufactured from materials
produced within the TPPA in order to qualify for preferential TPPA tariff rates. To mitigate the impact
of some of these restrictive rules, and to take into account production capability gaps within the
TPPA region, there are some exceptions.
5, Customs Builds on the commitments in the recently agreed WTO Agreement on Trade Facilitation and

Administration and
Trade Facilitation

extends beyond these obligations in some areas. These commitments are aimed at facilitating the
flow of goods across borders, including ensuring customs procedures and practices are transparent

and consistent, as well as expediting certain forms of trade.

ANZ S,



ANZ Economic Research / April 2016 / 3 of 20

TPPA IMPLICATIONS FOR FOOD AND BEVERAGE SECTOR

6.

10.

11.

12.

'St

14.

15.

16.

17.

Trade Remedies

Sanitary and
Phytosanitary
Measures (SPS)

Technical Barriers to
Trade

Investment

Cross-Border Trade in
Services

Financial Services

Temporary Entry for
Business persons

Telecommunications

Electronic Commerce

Government
Procurement

Competition Policy

State-Owned
Enterprises

and Designated
Monopolies

Sets out the conditions and procedures for when a country can provide temporary relief to a
domestic industry from unfair competition, or an unexpected surge in imports. A TPPA country
maintains its current rights and obligations under the relevant WTO agreements, but includes a
range of practices that promote the goals of transparency and due process when imposing anti-
dumping and countervailing duties. It also includes rules that allow countries to impose transitional
safeguard measures (i.e. temporarily raise tariffs) if there is a surge in imports.

Builds on the WTO SPS Agreement to encourage better and more consistent SPS regulatory
practices. In developing SPS measures, TPPA countries are obligated to undertake transparent
decisions and either conform to internationally agreed SPS standards or provide a documented
scientific risk assessment where their requirements do not conform to the standards.

Addresses the trade barriers and costs associated with standards, technical regulations and
conformity assessment procedures. Builds on existing rights and obligations under the WTO that
seek to eliminate unnecessary technical barriers to trade, enhance transparency and promote
regulatory cooperation and business practice.

Sets out the framework that governs the flow of investment between TPPA countries. Uses a
‘negative list’ framework where everything apart from the areas where restrictions are listed by
individual countries has market access. Each country’s ‘negative list’ has two parts: 1) sets out
existing measures (laws, regulations, decisions, practices, procedures) that each country retain; 2)
lists reservations for sectors and activities where TPPA country’s maintain existing and/or can adopt
new discriminatory measures.

Sets out the framework for cross-border trade in services. It is set-up in a similar fashion to the
investment chapter through the use of a ‘negative list’.

Establishes a framework of rules to govern the cross-border trade in financial services amongst
TPPA countries. It’s closely linked to the measures for investment and services given the
relationship financial services plays in both. It is set-up in similar format with a negative list of
‘non-conforming measures’ (i.e. every country commits to established rules apart from those on
the negative list).

Looks to enhance the rules for a business persons’ entry into a country when engaged in the trade
in goods, supply of services and the conduct of investment activities. This is particularly important
for the supply of services as it often involves travel and staying for a period of time to conduct this
type of business.

Sets out regulatory disciplines to underpin effective market access and competitive markets in
telecommunications services in the TPPA area.

Establishes domestic legal frameworks for the governing of electronic transactions to ensure they
are consistent with internationally developed frameworks and support consumer confidence in
e-commerce. Includes a number of provisions covering electronic authentication and signatures,
online consumer protection, the protection of personal information of the users of e-commerce,
unauthorised commercial electronic messages, minimising unnecessary barriers to e-commerce and
recognises the value of cooperation on cybersecurity matters.

Sets out the rules by which companies can compete for government contracts. The aim is

to provide open, transparent and competitive procurement whereby companies from other

TPPA countries are afforded treatment equal to domestic suppliers in bidding for government
procurement contracts covered by the agreement. Each TPPA country has negotiated a ‘schedule
of commitments’ that sets out government entities, procurement activities, and minimum value
thresholds that together determine what contracts are subject to the commitments.

Sets out the requirement for TPPA countries to have competition laws that prohibit anti-competitive
conduct.

Recognises each country’s right to establish and maintain state-owned enterprises and monopolies,
while aiming to establish a level playing field between state-owned or controlled companies and
their competitors. There are exceptions and the provisions only apply to companies more than 50%
owned or controlled by the Government with a commercial focus — not those who operate for not-
for-profit or cost-recovery.

ranra x4
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18. Intellectual Property  Covers a number of obligations related to copyright, patents, data protection for pharmaceutical
products, plant variety rights, trade marks, geographical indications, industrial designs, domain
names, enforcement of intellectual property rights and internet service provider liability. The
obligations are considered more onerous than other FTA's and multilateral treaties providing some
costs, especially around copyright protections.

19. Labour Recognises that labour standards should not be used for protectionist trade purposes and that it is
inappropriate to encourage trade or investment by weakening or reducing labour laws. Adopts and
maintains internationally-recognised labour rights and laws, as well as additional laws governing
‘acceptable conditions of work’ with respect to minimum wages, hours of work and occupational
safety and health.

20. Environment Contains obligations and undertakings to promote supportive trade and environment policies.
Enhanced cooperation is focused on several areas: multilateral environmental agreements;
conservation and sustainable use of biodiversity; reducing carbon emissions; the conservation
and sustainable management of marine fisheries; promoting conservation and combating the
illegal take of, and illegal trade in, wild flora and fauna; liberalising trade in environmental goods
and services; and encouraging the use of voluntary mechanisms (such as auditing, reporting and
labelling) to protect natural resources and the environment.

21. Cooperation and Purpose of this section is to help implement and enhance the benefits of the TPPA amongst member

Capacity Building countries. It does this by establishing new cooperation and capacity building mechanisms (such
as dialogues, workshops, conferences, collaborative programmes, technical assistance activities)
and leveraging existing mechanisms (such as bilateral partnerships) to help all countries realise
economic growth and development through the TPPA.

22. Competitiveness and  This is a cross-cutting section that seeks to support increased economic integration, job creation

Business Facilitation ~ and competitiveness of TPPA countries. It's novel to the TPPA compared with other globally
negotiated trade agreements. It provides a framework for the development and strengthening
of supply chains in the free trade area and is a response to the increased importance that supply
chains and regional production networks play in international trade and investment.

23. Development Essentially reaffirms countries commitment to “promote and strengthen an open trade and
investment environment” in a manner that helps to address — to the extent possible — TPPA
country’s national development objectives (i.e. improve welfare, reduce poverty, raise living
standards and create employment opportunities).

24. Small and Medium This section is about promoting information sharing and other support activities to ensure small-

Sized Enterprises medium enterprises can take advantage of the TPPA.

25. Regulatory Coherence This section creates the obligation on all countries to establish quality regulatory management
systems to ensure trade and investment liberalisation is taken into account when considering new
regulations.

26. Transparency and Has specific transparency-related provisions on pharmaceutical and medical device reimbursement.

Anti-corruption

27, 28, Legal and Free trade agreements include legal and institutional provisions that cover such things as how

29 & 30. Institutional Issues; and when the agreement will enter into force, how it will relate to other international agreements

Dispute Settlement; already in place, how countries should resolve issues in the case of a dispute, and what exceptions

Exceptions and Final are allowed. Under the TPPA, these are covered by the Initial Provisions, Administrative &

Provisions. Institutional, Dispute Settlement, Transparency and Anti-corruption, Exceptions, and Final
Provisions sections.

WHAT’S IN THE AGREEMENT? 1. The treatment and market access for goods.

The short answer is a lot. The entire document is well
over 1,000 pages and there are 30 chapters. These
are listed below with a brief description on what each

entails.

For the food and beverage sector there are many
areas that are applicable, but the ones that are of

most interest include:

This is all about tariff reductions, phase-in times
for this and allocated quotas for more sensitive
products (i.e. dairy).

2. Rules of origin and origin procedures. This is
about the definition of qualifying products. This is
important in today’s world of global supply chains
where various components of a product can be
manufactured in different countries.

ANZ S,
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3. Textile and apparel goods. These rules and
definitions are specific to businesses and raw
materials involved in producing textile and
apparel goods. These have particular relevance
to wool, hides and pelts.

4. Customs administration and trade
facilitation. These are particularly relevant
for small-medium enterprises where customs
procedures increase the compliance burden and
costs. It is also relevant for highly perishable
food products and maximising the end shelf-
life of a product (i.e. reducing time for customs
clearance etc).

5. Trade remedies. These define the rules and
risks associated with trade barriers being
reinstated in the future.

6. Sanitary and phytosanitary measures. These
are important both from a non-tariff barrier
perspective when exporting, but equally for local
biosecurity protections. From a trade perspective,
these can be some of the most restrictive non-
tariff barriers for certain products and markets.

7. Technical barriers to trade. These look to
reduce other non-tariff barriers that can restrict
trade.

8. Investment. Foreign investment already exists
in many food and beverage sectors and different
parts of the supply chain (i.e. farms, processing,
distribution etc). Attracting further investment,
expertise, access to supply chain partners and
other intellectual property remains critical to the
long-term success of New Zealand’s food and
beverage sectors.

9. Intellectual property. New Zealand has a lot
of intellectual property in the food and beverage
sector that requires correct protection. Equally,
the food and beverage sector requires access
to intellectual property to drive innovation and
business efficiency.

10. Environment. New environmental regulations
are beginning to have a big impact for on-farm
investment and day-to-day management, so any
new international initiatives will have an impact.

WHAT ARE THE BENEFITS AND COSTS TO NEW
ZEALAND?

There have been a range of estimates on the
benefits and costs of New Zealand joining the
TPPA. Given the complexity of the agreement and its
interaction with changeable economic variables and
real-world markets there are always going to be a
range of views expressed.

The Government’s view is that once fully in
effect the TPPA will result in New Zealand’s real
GDP increasing by at least 0.9%6 or $2.7 billion
annually, by 2030.

The economic modelling commissioned by the
Ministry of Foreign Affairs and Trade estimated four
ways the TPPA impacted on New Zealand’s economy,
once all trade liberalising measures were assessed to
have come into place by 2030.

1. The reductions in tariffs and quota barriers
on goods trade was assessed to boost New
Zealand GDP by $624 million after fifteen
years. This figure represents the economic
benefit that would accrue to New Zealand from
improved market access into TPPA markets due
to lower tariffs. The model captures gains from
allocative efficiency as relative prices adjustment
encouraging a shift in New Zealand production
into areas where we have better competitive
advantages. It also accounts for increased value
from lower tariffs on imports into New Zealand,
although this effect is likely to be relatively low
given New Zealand’s already low tariff structure.

2. Reductions in non-tariff measures (NTM’s)
on goods trade cumulating in an additional
$2.91 billion to GDP after fifteen years. While
the removal or lessening of NTMs can represent
one of the most significant outcomes from
trade agreements, and the impact of NTMs on
global trade is well-documented, available data
and approaches to modelling NTMs are not as
developed as for, say, the liberalisation of tariff
barriers. For this reason the Government decided
to halve the estimated economic gains from
addressing NTMs on goods (i.e. NZ$1.46 billion).

3. Improved trade facilitation measures, are
estimated to add NZ$374 million to New
Zealand’s GDP after fifteen years. These gains
were estimated to come from faster times for
goods to clear borders.

4. Reductions in barriers on services trade,
estimated to contribute an additional $250
million to New Zealand GDP by 2030. TPPA
would liberalise trade flows across a range of
areas that are expected to benefit New Zealand
in these areas such as: cross-border trade in
services, financial services, temporary entry, and
telecommunications.

There are a number of counter views for each
depending on the assumptions one wants to apply.

In the case of the gains from tariffs savings,
opponents believe these are overstated as the
direct tariff cost is estimated at $274 million per
annum. This saving is shared amongst exporters

ANZ S,
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and other actors in the supply chain. However, the
modelling takes into account other things like a lift

in demand from end-consumers due to lower prices
and more choice etc. Nonetheless, opponents believe
a larger proportion of the benefit is likely to accrue
to consumers and other powerful actors in the supply
chain (i.e. foodservice and retail companies), as
opposed to New Zealand exporters.

As stated, the claimed benefit from the
reduction in NTM’s is highly uncertain and
difficult to model. As it accounts for 70% of the
benefit, it is a significant determinate of the outlined
economic gain. Even with the original estimate from
the reduction in NTM’s being halved, opponents
suggest it is still too high and uncertain to include.

Other areas of contention include: the modelled
benefits not being completely aligned with the end
outcomes of the negotiations (i.e. timeframe and
finally agreed tariff reductions etc); and a blanket
assumption with little justification that customs
clearing times will be reduced by 25% improving
trade facilitation.

The other area that appears to be missing is
the anticipated costs generated from the TPPA.
The government has estimated a range of costs
associated with: loss of tariff revenue, increase in
the copyright term, additional costs for PHARMAC,
implementation costs and other one-offs. In the
National Interest Analysis these assumed costs are
estimated to be $79 million per annum, but don’t
seem to have been incorporated into the likes of the
headline result.

So in summation, there does seem some
‘oddities’ and areas of contention in the
Government’s view of the assumed benefits for New
Zealand from the TPPA.

We take a common sense approach and view

it as better to be in the tent, as opposed to
outside it. It is simply incongruous to imagine New
Zealand not being a part of the most significant trade
deal in decades. Food and beverage exporters will be
the biggest winners. For the rest, the result is a little
more uncertain. There is a raft of empirical evidence
that suggests trade liberalisation benefits overall
welfare and lifts nationwide income, particularly for
a small and already open trade dependent economy
like New Zealand. The truth is only time will tell

of the true scale of benefits and costs from being
involved. Going by past experiences of other free
trade agreements, these have tended to over deliver,
so fingers crossed this will be the same for the TPPA.

Looking at other trade deals New Zealand has
been a party to:

New Zealand/Australia Closer Economic Relations
— negotiated in 1983: All tariffs were eliminated
by 1990 (ahead of schedule). Two-way trade
has increased steadily to $24 billion, or 18%b
of total. Imports make-up $11.2 billion, or 17%
of total. Exports make-up $12.9 billion, or 18.5%
of total. Australia is our biggest services
trading partner, with most services traded
free of restriction. As a percentage of total
services exports and imports, Australia makes

up 22% ($4.5 billion) and just under 32% ($5.3
billion) respectively. It’s also now easier to
invest in each country under the March 2013
Investment Protocol. This is an example of how
agreements continue to develop. Foreign direct
investment between New Zealand and Australia

is now $67 billion. New Zealand has direct
investment of $13 billion in Australia and Australia
is the largest source of foreign direct investment
in New Zealand, at $53 billion.

The New Zealand-China free trade agreement
that came into effect in 2008. Two-way trade
has more than doubled in less than eight
years. The growth now means Australia and
China compete closely with one another as our top
trading partner. Importantly for New Zealand
the larger proportion of growth has come
from exports. Total exports have more than
tripled, or grown at 18% per annum since the FTA
came into force. Just about all major sectors have
experienced growth in sales to China during this
period. The biggest beneficiaries in growth terms
have been dairy, tourism, forestry, meat and
seafood. Imports have also grown, but at a slower
rate of 7% per annum.

There are other examples too. Many of New
Zealand’s other free-trade agreements have
started out as bilateral agreements that
have then turned into larger multilateral
agreements. The likes of the AANZFTA is an
example, where all ASEAN countries came
together amalgamating previous smaller
agreements. This is helping drive synergies across
a number of areas of trade.

We also need to keep in mind that such deals
only open the door; businesses still need to go
through it.

WHAT ARE THE BENEFITS FOR THE FOOD AND
BEVERAGE SECTOR?

An estimated $334 million is paid annually in
duties on New Zealand exports to the five TPPA
countries with which we do not have existing
FTAs (the US, Japan, Canada, Mexico and Peru).
While the TPPA has not delivered the full elimination
of tariffs, when fully implemented, 95.4% of New
Zealand exports will be tariff free, saving $272 million
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in tariffs from these five markets. In addition, there
will be tariffs savings of $2.4 million from further
reductions in Vietnam and Malaysia with whom we
already have an FTA. In total this delivers $274
million in tariff savings. Of course not all of this will
make its way back to New Zealand exporters.

TABLE 2. TARIFF SAVINGS BY COUNTRY

NZ Estimated tariff Estimated tariff
savings at entry | savings once fully
Exports . . B
Country into force implemented

Key benefits from tariff liberalisation include:

1. At entry: estimated tariff savings of $137
million and 87.9% of exports being duty free.
Tariff elimination on specific products into the
main markets are: the US (bottled still wine,
sheepmeat, prepared meats, protein isolates);
Japan (kiwifruit, squash); Canada (wine); Mexico
(mussels, kiwifruit, milk albumin) and Peru
(buttermilk powder).

g - 2. By the 5th year after entry: estimated tariff
NZ$m | NZ$m NZ$m savings of $197 million and 90.1% of exports
export: exports . i . . .
being duty free. Tariff elimination on specific

Parties where New Zealand has no existing FTA

Japan 3,430 83 75.24% 207 90.63%
us 4,417 45 97.19% 52 99.61%
Mexico 418 3.1 73.70% 6.6 81.42%
Canada 645 4.8 99.16% 5.2 99.89%
Peru 135 0.9 99.65% 0.9 100.00%

Parties with existing FTAs with New Zealand®

Malaysia 1035 0.1 1.6
Vietnam 468 0.6 0.8
Overall 10,550 137 274

* Percentage of exports that would benefit from tariff
elimination. Where New Zealand exports are not subject to
elimination, most would benefit from new quota access.

® Almost all (99.5%) tariff savings would be realised within
sixteen years. The remaining tariff savings would be realised
over 20 or 30 years.

¢ Tariffs that would be eliminated under TPP that were excluded
from the ASEAN-Australia-New Zealand and Malaysia-New
Zealand FTAs (eg. wine, liquid milk etc).

Source: ANZ, MFAT

The table below provides a split of this $274 million
benefit by major sector.

TABLE 3: TARIFF SAVINGS BY SECTOR

Estimated Estimated tariff
N4 . .
Sector A duties savings once fully
exports ; .
paid implemented

Dairy 2,141 132 96
Fisheries 347 9 9
Forestry 773 11 11
Horticulture 694 34 34
Industrials 2,274 9.6 9.6

Meat 1,923 101 84

Other Agric. 352 19 12
Textiles 96 3.4 8.8

Wine 461 16 16
Overall 9,060 335 274

* “New Zealand exports” column does not include trade with
Malaysia and Vietnam that benefits from, or would benefit from,
duty free access under New Zealand’s existing FTAs.

Source: ANZ, MFAT

products into the main markets are: the US (beef,
fish sticks, asparagus); Canada (beef); Japan
(hoki and other frozen fish, carrot juice, sausages
and mandarins); and Mexico (wine).

3. By the 10th year after entry: estimated tariff
savings of $236 million and 92.1% of exports
being duty free. Tariff elimination on specific
products into the main markets are: the US (infant
formula, ice-cream, tableware and sugar); Mexico
(apples, sheepmeat and beef); Japan (tongues,
hides, Bluefin tuna and apples) and Vietnam
(wine).

4. By the 15th year after entry: estimated tariff
savings of $273 million and 94.8% of exports
being duty free. Tariff elimination on specific
products into the main markets are: Japan
(cheese, sawn wood and offals); and Malaysia
(liquid milk and wine).

5. When fully phased in: tariffs on one of New
Zealand’s highest traded cheese tariff lines in the
US would be eliminated over twenty years (with a
transitional safeguard lasting a further five years).
Tariffs are also eliminated on milk powder exports
to the US, with skim milk powder eliminated over
twenty years, and whole milk powder eliminated
over 30 years with a transitional safeguard lasting
a further five years.

Some of the key sector highlights include:

1. Better market access to some of the biggest
and wealthiest consumer markets in the form
of the United States, Japan and Canada.

2. Some improvement on dairy market access,
which is better than none. It has to be
remembered Canada and Japan have the two most
regulated dairy sectors in the world. It was never
going to be easy. While cheese isn’t a big focus
for the New Zealand dairy sector, the foodservice
channel could provide some new opportunities in
the likes of the US.
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3. Much better market access for beef into the
US and Japan. These are two of New Zealand’s
larger markets and we filled our quota into the US
last year. The slight offset to this is that Australia
gets a similar deal.

4. Better market access for kiwifruit into Japan
where the industry paid $15 million in tariffs
last year. Volumes are expected to increase
as gold volumes expand over the next five
years.

5. Many smaller sectors could also be
significant benefactors. The likes of better
market access into Japan for fresh fruit and
vegetables, which is already one of the sectors
largest markets, will bring new opportunities for
many small producers.

6. While China takes the majority of New
Zealand’s forestry exports, Japan and the
US are important markets too. There looks to
be significant benefits into Japan for all forestry
products.

None of the above analysis takes into account
dynamic changes in markets and sectors over
this time. There is also a proportion of trade where
tariffs are reduced but not completely eliminated.
There are a number of other technical details related
to different tariff rates, phase-in times, quotas for
dairy products, safeguard triggers etc that could be
covered off for each of the sectors. However, MFAT
has done a good job of providing a high level analysis
of these for each sector (https://www.tpp.mfat.govt.
nz/resources). So we will leave it to readers to dig
into the detail for the sectors they are interested in.

The TPPA also includes a number of other
outcomes that improve access for New Zealand
exporters to the region, as well as creating a
framework to further reduce barriers to trade in the
future.

Some of the key one’s include:

1. Elimination of the use of agricultural
export subsidies within the TPPA region.
Taken together with the decision on agricultural
export subsidies at the Tenth WTO Ministerial
Conference (MC10) in Nairobi in December 2015,
this is a significant development in terms of
New Zealand’s long-standing aim to eliminate
agricultural export subsidies globally.

2. The most detailed rules of any New Zealand
FTA on quota administration. This should
result in transparent timely and predictable
administration conditions, while imposing
minimal additional administrative burdens on
exporters.

Rules of origin for accessing preferential
tariffs under TPPA. The ease of this process is
key for making documentation and other customs
processes simple and cost effective. It could also
have implications for labelling requirements and
their standardisation. The pros are transparency
of labelling and documentation. The con is it
could limit disclosure and the marketing/labelling
of different products attributes (i.e. organic,
grass-fed etc). The rules of origin also include
special definitions for textile and apparel goods
given different components are manufactured in
different countries.

Customs commitments to improve efficiency
at the border and expedite the release of goods.
This includes advance valuation rulings for
imports which provide certainty and predictability
for New Zealand exporters.

Mechanisms to minimise negative trade
effects of sanitary and phytosanitary
measures and technical barriers to trade.
This includes the likes of an independent
disputes mechanism that allows exporters to
appeal regulations in importing countries they
believe are unjustified or unfair. This and other
mechanisms will over time reduce the non-tariff
measures faced by New Zealand exporters.

A Wine and Distilled Spirits Annex to
simplify the sale and export of New Zealand
wines in TPPA markets and reduce compliance
costs for New Zealand wine producers.

Foreign investment. No changes are required
to the way New Zealand currently approves
foreign investment in sensitive land (including
farm land over five hectares) or fishing quotas.
TPPA rules do not provide the ability for a
government to ban TPPA nationals from buying
property in New Zealand. However, New Zealand
can impose some types of new, discriminatory
taxes on property if desired.

Intellectual property provisions. There are
requirements for due process regarding the
protection of geographical indications (a sign
or name used in relation to goods that have

a specific geographical origin and qualities
essentially attributable to its origin). Exporters
would be able to seek to ensure that they can
continue to use common names for goods

by objecting to proposals in export markets

to protect them as geographical indications.
Consistent enforcement procedures for
intellectual property would also benefit exporters
that rely on protecting intellectual property
overseas. Provisions on traditional knowledge
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provide a framework within which TPPA countries
can cooperate to improve understanding of
issues related to traditional knowledge and
genetic resources, including matauranga Maori
and taonga species.

9. Labour and environment outcomes are the
most comprehensive to be included in any
of New Zealand’s FTAs. Key outcomes for New
Zealand include commitments by countries to
adopt and enforce strong domestic labour and
environmental laws, and obligations to address
forced and child labour, the illegal take of, and
trade in, wild flora and fauna, subsidies for
overfished fish stocks, and illegal fishing.

10. There are a number of provisions to help
facilitate economic efficiency, consumer
welfare, and the ease of doing business,
for example there are chapters covering
Competition, Competitiveness and Business
Facilitation, Small and Medium Enterprises, and
Regulatory Coherence.

Overall the TPPA will not only eliminate
tariffs, but harmonise the rules governing
trade between its members. Greater coherence
in the rules that govern regional supply chains will
streamline international trade, with benefits for
businesses and consumers. Over time regulatory
harmonisation will remove unnecessary duplication
and reduce costs. This will be particularly beneficial
for small to medium-sized food and beverage
businesses, which can least afford increased
compliance costs.

If New Zealand decided to remain outside the TPPA it
would lose the opportunity to benefit from enhanced
access to markets that account for 44% of our total
goods and services trade. New Zealand exporters
would also be placed at a disadvantage to their
competitors in the TPPA, as these competitors would
face lower barriers to trade relative to New Zealand
exporters.

OVERVIEW OF NEW FREE TRADE PARTNERS

To get a feel for the new opportunities in the US,
Mexico, Japan and Canada we have put together
some country profiles. This includes a macroeconomic
view, New Zealand’s current trade and investment
position, and an overview of the food and beverage
sector.
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USA

The United States of America (US) boasts the
world’s largest economy at US$17.3 trillion in 2014.
It accounts for nearly 23% of the world economic
activity and 60% of TPPA countries. The population
of the US is 319 million, representing 40% of total
consumers within the TPPA countries.

USA ranks 16th out of 168 countries measured in
perceived corruption (a rank of 1 is perceived as least
corrupt) and is ranked fifth amongst TPPA countries."
Business conditions are favourable; ease of doing
business is ranked third behind Singapore and New
Zealand, while logistics performance is second best
among TPPA countries.

New Zealand’s current trade and investment
position

The US is New Zealand’s third largest trading partner
behind Australia and China. Two-way trade has

Exports (NZD million)

Commodity/service Change
Dec-11 Dec-15 from 2011
- 2015(%6)
Dairy 855 1112 30
Wine 234 432 85
Meat 1187 1975 66
Forestry 185 224 21
Fruit and vegetables 108 159 47
Manufactured goods 1,077 1379 28
Total merchandise 3,997 5,758 44
Transport. services 370 513 39
Other business services 307 333 8
IT services 150 297 98
Education 60 55 -8
Tourism — Business 52 116 123
Tourism — Personal 430 949 121
Total services 2,143 2,625 22
Total trade 6,140 8,383 37

increased by 7.1% per annum in recent years.
Surprisingly the US imports more dairy products
than any other TPPA country, with the majority being
casein ($454 million), whey ($394 million) and cheese
($84 million) destined for foodservice. Frozen beef

is New Zealand'’s largest merchandise export to the
US, almost doubling in just four years to reach $1.6
billion. Meat exports have grown 14% per annum in
recent years (beef 19% per annum). The US is also
New Zealand’s largest wine export destination having
almost doubled in recent years. Services have grown
rapidly for information technology, business and
personal travel services in recent years too.

Amongst TPPA countries, the US is second on the list
for international investment in New Zealand, behind
Australia. The US accounts for 22% of New Zealand’s
overseas investment. The US investment in New
Zealand has dropped 19% since 2011 to $38 billion.

Imports (NZD million)

Rank TPPA Change |Rank TPPA
countries from 2011 | countries
2015 - 2015(%6) 2015
1 88 46 89 2
1 0 2 n/a S
1 31 28 -10 3
& 61 75 23 2
3 105 157 50 1
2 4,290 5,177 21 1
2 4,772 5,892 28 2
2 75 121 61 &

2 489 671 37 2
1 146 2838 60 2
2 13 17 31 2
2 59 84 42 2
2 248 449 81 2
2 1,583 2,168 3t 2
2 6,355 8,060 27 2

_ International investment in New Zealand New Zealand investment abroad

Total investment 47,088 38,123 -19

Source: ANZ, Statistics NZ

Food and beverage overview — quick facts

e US consumers spent US$651 billion on food in
2014. Food expenditure is increasing at 5% per
annum.

= Almost a fifth of the money Americans spend on
goods and services is on food.

= Almost 60% of food is sold in supermarkets. The
last 20 years has seen less traditional food retail
outlets like warehouse clubs expand into the food
market, suggesting consumers prefer to pair food

2 30,406 45,349 49 2

shopping with that of other goods. This group
increased their share to 24% of the food retail
market.

The US has the largest economy, population, and
consumes the most food and beverage® product per
person in the TPPA.® The average American consumes

* Corruption Perception Index and Logistics Performance Index data
for Brunei Darussalam is not available.

% Dairy, fruit and vegetables, meat and wine

® Singapore was not included due to data availability
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a total 721kg of food and beverage per year. Dairy
consumption (386kg) is mainly milk and cheese
products. Meat consumption is third among TPPA
countries, behind Australia and New Zealand. Beef
and poultry meat are the main components of meat
consumption.

FOOD AND BEVERAGE CONSUMPTION
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Source: ANZ, Food & Agriculture Organization of the United Nations
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New Zealand food and beverage products are highly
sought after by American importers. New Zealand
dairy imports top the list and are more than twice
that of Italy (mainly casein and whey). Over half of
dairy imported from Ireland was casein, while cheese
(US$172 million) was the main product from France.

New Zealand meat products and wine are in the top
four for American import volumes. Australia is our
main competitor for sheep meat and beef. The US
also imports a lot of beef from Canada and Mexico.

Fruit and vegetable exports are low due to distance to
market, but also due to fierce competition from local
supply. Given its close proximity, tomatoes (US$1.8
billion) and avocados (US$804 million) imported from
Mexico are the largest markets in this group.

US MEAT IMPORTS
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CANADA

Canada’s economy reached US$1.8 trillion in 2014,
representing 2.3% of world gross domestic product
(GDP) and 6.4% of TPPA countries. 35 million
Canadians make up 4.4% of consumers among TPPA
countries.

Canada is perceived to be among the world’s 10 least
corrupt countries and third out of TPPA nations.' New
Zealand tops this list. Canada also ranks well for ease
of doing business (fifth in TPPA) and supply chain
efficiency (fourth in the TPPA). This provides good
access for perishable products despite the distance
to market. Vancouver is Canada’s third largest city
by population and hosts the country’s largest port,
Port Metro Vancouver. The distance to the other main
markets of Toronto and Montreal and associated
freight costs is on the high side though.

Commodity/service Change
Dec-11 Dec-15 from 2011
- 2015(%6)
Dairy 54 53]
Wine 64 100 56
Meat 251 263 5
Forestry 2 3 50
Fruit and vegetables 10 25 150
Manufactured goods 172 164 -5
Total merchandise 597 670 12
Transport. services 62 84 35
Other business services 11 13 18
IT services 11 8 -27
Education <) 7 -22
Tourism — Business 5 20 300
Tourism — Personal 153 222 45
Total services 267 371 39
Total trade 864 1041 20

Exports (NZD million)

New Zealand’s current trade and investment
position

Canada was a more prominent trading partner for
New Zealand in 2015 than recent years. It is now
New Zealand’s 15th largest trading partner (two-way
trade) and has been growing at 3.8% per annum

in recent years. New Zealand goods and services
exports to Canada grew 21% over the last four years,
due mainly to wine (up $36 million) and personal
travel services, up $60 million (45%) to be our
second most exported product/service behind meat.

Canada invests $5.3 billion in New Zealand, most of
which is direct investment ($4 billion). New Zealand’s
investment in Canada is $2.7 billion, 1.3% of New
Zealand’s total foreign investment and 2.4% among
TPPA countries.

Imports (NZD million)

Rank TPPA Change Rank TPPA
countries Dec-11 Dec-15 from 2011 | countries
2015 - 2015(%0) 2015
9 0 6
3 0 4
2 38 38 0 2
8 SE 57 73 &

7 8 16 100 5
5 461 462 (0] 8
6 588 631 7 6
4 26 28 6
5 25 26 4 5
5 4 10 150 4
6 0 5
5 7 8 14 5
& 32 50 56 4
5 106 134 26 6
6 694 765 10 6

_ International investment in New Zealand New Zealand investment abroad

Total investment 20,47 5,270 157

Source: ANZ, Statistics NZ

Food and beverage overview — quick facts

e Canada’s 35 million consumers spent almost US$1

trillion on consumer products and services in 2014.

= Of this, 9.3% was spent on food and beverages
products (excluding alcohol).

e Canadians spend US$2,506 per person on food
and beverage products each year. This is similar
to Japanese and American consumers and fourth
among the TPPA countries.

Canadians consume 641 kilograms of food and
beverage products® each year, 45% more than the

5 1,282 2,701 111 4

average consumer within the TPPA area.® This makes
it third behind the US (721kg) and Australia (697kg).
Canadians consume the most fruit and vegetables

per person (46% more than the average) while dairy
consumption ranks third (mainly fresh milk) and meat
is fourth (poultry, beef and pigmeat) among TPPA
members.

* Corruption Perception Index and Logistics Performance Index data
for Brunei Darussalam is not available.

2 Dairy, fruit and vegetables, meat and wine

% singapore was not included due to data availability
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FOOD AND BEVERAGE CONSUMPTION
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Source: ANZ, Food & Agriculture Organization of the United Nations

Most of Canada’s food is distributed through super or
hyper markets:

* Supermarkets/hypermarkets — 70%

= Non-traditional channels (general stores, mass
merchandise chains) — 24%

e Convenience stores — 6.2%
e Other — 0.1%
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Food prices are similar to that of other western
nations:

= A three-course meal for two at a mid-range
restaurant in Canada costs US$47.75, which is
less than the equivalent in New Zealand. Canada
ranks 20th in the world for this indicator, one place
behind USA.

e A staple basket of groceries costs around US$56.
The price for the same basket of goods would cost
US$77 in New Zealand

Canada is the fourth largest food and beverage
market in the TPPA. New Zealand producers will
have to compete with the stronghold the US has in
the import market for food and beverage products.
The US stronghold is due to locality and long-held
existing trade ties. Canada’s main dairy imports from
the US are whey (US$73 million) and cheese (US$68
million). Meat imports are mainly beef at US$663
million. Wine type is mainly red varietals, suggesting
some market opportunity for Sauvignon Blanc. The
top fruit and vegetable imports from the US are
lettuce (US$436 million) and nuts (US$415 million).

CANADIAN MEAT IMPORTS
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JAPAN

Japan boasts the third largest economy in the world.
At US$4.6 trillion, it accounts for 6% of world GDP
and close to 18% of TPPA nations. Of all consumers in
TPPA countries, 16% reside in Japan (127 million).

Business operations indicators for Japan are mid-
range for TPPA countries. It is ranked sixth of the
TPPA nations for perceived corruption (18th in the
world)." Japan is 7th among TPPA partners for ease
of doing business, and following closely behind
Singapore and the United States, Japan is third in
logistic performance.

Exports (NZD million)

Commodity/service Change
from 2011
- 2015(%6)
Dairy 583 602 3
Wine 11 15 36
Meat 324 260 S20)
Forestry 561 405 -28
Fruit and vegetables 488 464 -5
Manufactured goods 1,081 850 -21
Total merchandise 3,441 2,952 -14
Transport. services 220 167 -24
Other business services Sl 20 -35
IT services 22 0 -100
Education 248 316 27
Tourism — Business 13 26 100
Tourism — Personal 209 208 0
Total services 764 784 &
Total trade 4,205 3,736 -11

New Zealand’s current trade and investment
position

Japan is New Zealand’s fourth largest trading partner.
Imports of Japanese products and services rose 18%
($506 million) from 2011 — 2015, with manufactured
goods (mainly vehicles, parts and accessories) up
16%. Services imports rose 43% over the same
period. Merchandise exports fell 14% in the 4 years
to 2015, amidst falls in forestry, manufactured goods,
meat and fruit and vegetables. Wine, education and
travel services have tempered the decline in exports.

Japan is New Zealand’s third largest source of foreign
investment among TPPA nations, at almost $12
billion, in 2015. This is mostly direct investment in the
forestry sector. New Zealand’s investment in Japan is
$5.9 billion, which is 2.9% of all investment abroad
and 5.2% of investment among TPPA countries.

Imports (NZD million)

Rank TPPA Change Rank TPPA
countries from 2011 | countries
2015 - 2015(%0) 2015
2 n/a 3
5 n/a 4
3 n/a 5
2 36 45 25 6
1 1 1 0 9
3 2,652 3,076 16 g
& 2,709 3,146 16 &

3 72 84 17 5
4 30 48 60 4
8 9 7 -22 5
1 50 S
4 8 11 38 4
4 25 57 128 3
& 159 228 43 4
& 2,868 3,374 18 &

_ International investment in New Zealand New Zealand investment abroad

Total investment

Source: ANZ, Statistics NZ

7,273 11,563 59

Food and beverage overview — quick facts

= With 127 million Japanese consumers spending
an estimated US$365 billion on food and non-
alcoholic beverages each year, only the United
States has a larger food and beverage market in
the TPPA.

e This equates to 14% of total goods and services
spending, which is similar to New Zealand at 15%.

» The Japanese consume 327kg of dairy, fruit and
vegetables, meat and wine per year which is 7%

3 3,033 5,877 94 3

of total TPPA consumption® and 8th among the
twelve countries. Most of the food and beverage
consumption is fruit and vegetables (152kg), while
fresh milk, pig and poultry meat make up most

of the dairy and meat consumption. Most of wine
consumed is of Chilean origin, although the more
expensive French wine makes up most of the
value.

* Corruption Perception Index and Logistics Performance Index data
for Brunei Darussalam is not available.
% Singapore was not included due to data availability
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Source: ANZ, Food & Agriculture Organization of the United Nations

Cultural differences make for a different food
distribution system to western countries.

= While traditional supermarkets still hold the largest
market share of 54% for retailers, convenience
stores make up 34% of the market. This compares
with the US where convenience stores make up
1.8% of sales and Canada’s 6.2%. The other 12%
of food retail is sold through department stores.

= Convenience stores continue to increase their
footprint. Their points of difference are to offer
better quality and a wider variety of products,
as well as providing delivery services. Delivery
services are popular with elderly, which already
makes up a significant proportion of the population
and continues to grow.

JAPANESE DAIRY IMPORTS
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New Zealand’s main export is cheese. Under the TPPA,
nearly all tariffs will be removed after a 16-year tariff phase-
out period. The agreement also allows for fresh cheese

to be mixed with domestic products with no duty. Other
competitors for cheese are all the other four exporters,
albeit the types of cheese vary.

= Online sales are increasing and being offered by
both supermarkets and convenience stores.

Food and beverage prices are on average cheaper
than in New Zealand, although there are pockets of
comparatively high prices:

= A three-course meal for two at a mid-range
restaurant costs US$40 on average. In New
Zealand it is US$62.

< A single meal at an inexpensive restaurant is
US$7, half the equivalent in New Zealand.

= A basket of food and beverage goods is more
expensive in Japan than New Zealand, the USA or
Canada. A staple basket costs around US$80, the
high price due mainly to the high cost of local beef
and cheese. Market access will improve for both
with the TPPA.

New Zealand has strong political and shared interests
with Japan. New Zealand dairy products are imported
more than any other country (mainly cheese and
casein) and New Zealand is fourth on the list fruit and
vegetable imports.

JAPANESE MEAT IMPORTS
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New Zealand’s main meat export is beef. The other two main
competitors for beef are the US and Australia. The US also
exports a lot of pork/poultry. Thailand and China send pork
and poultry too.
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JAPANESE WINE IMPORTS
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Japanese love their French wine in the form of sparkling
(US$760 million) although volumes have more than doubled
from Chile over the last 4 years. This is largely due to prices
of Chilean wines more favourable to younger consumers.

Source: ANZ, Comtrade

JAPANESE FRUIT AND VEGETABLE IMPORTS
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New Zealand’s main fruit and vegetable export is Kiwifruit,
US$220 million. The US sent US$1.2 billion of pig meat and
almost a billion dollars’ worth of beef to Japan in 2015.
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MEXICO

Mexico’s nominal GDP is US$1.3 trillion having
increased at a rate of 2.5%" from 2011 to 2014. It is
the fifth largest among TPPA countries, accounting for
4.6% of total GDP in the agreement. The population
of 120 million people was third largest among TPPA
partners in 2014.

Perceptions of the Mexican’s public sector corruption
are mid-range world-wide, but second from the
bottom in the TPPA.? Vietnam has the lowest ranking.
Mexico also ranks 10th in logistics performance and
in the bottom half of TPPA countries for ease of doing
business (8th). This makes for a relatively challenging
business environment, but Mexico is improving across
all three indicators.

Commodity/service Change
Dec-11 from 2011
- 2015(%6)
Dairy 344
Wine 0 1 n/a
Meat 37 26 -30
Forestry 0 1 n/a
Fruit and vegetables 5 7 40
Manufactured goods 24 23 -4
Total merchandise 415 366 -12
Transport. services 0 1 n/a
Other business services 9 1 -89
IT services 0 2 n/a
Education 0 7 n/a
Tourism — Business 1 1 0
Tourism — Personal 8 12 50
Total services 24 27 13
Total trade 439 393 -10

Total investment 2 n/a n/a

Source: ANZ, Statistics NZ
Food and beverage overview — quick facts

= Mexico’s US$206 billion dollars spent on food and
non-alcoholic beverages per annum makes it the
third largest market in the TPPA.

= This country is also third on the list of TPPA
members for the proportion of their goods and
services budget spent on food (23%).

= Mexico’s economic expansion, better education,
more dual-income households and rising middle
class is increasing demand for more convenient,
high-end products.

Exports (NZD million)

New Zealand’s current trade and investment
position

New Zealand and Mexico have complimentary
economies for trade. New Zealand has agricultural
goods to trade and this is something Mexico imports a
lot of. Mexico produces a lot of manufactured goods,
which is something New Zealand imports a lot of.

New Zealand dairy exports to Mexico are second only
to the United States and manufacturing products
(mainly electrical, optical and medical equipment)
imported from Mexico rose 21% from 2011. Mexico is
28th on the list of New Zealand’s trade partners.

Two-way investment between New Zealand and
Mexico is minimal compared to other nations.
Investment in Mexico fell from $179 million in 2011
to just $40 million in 2015, it is now 9th among TPPA
nations ahead of Brunei Darussalam ($14 million) and
Chile ($8 million).

Imports (NZD million)

Rank TPPA Change [Rank TPPA
countries Dec-11 from 2011 | countries
2015 - 2015(%6) 2015
7 0 0 0 6
7 0 0 (] 4
7 0 0 n/a 5
9 1 0 -100 10

8 6 7 17

9 180 218 21

8 209 263 26 9
7 0 (o} n/a 12
8 0 0 n/a 8
6 0 0 n/a 7
6 1 0 -100 8
8 1 1 0 8
7 3 7 133 8
8 22 22 (0] 8
8 231 285 28 9
12 179 40 -78 9

* Retailers have expanded into the convenience
and small-store segments, which now have an
approximate 50% share of the goods and services
market.

The average Mexican consumes around 408kg of
food and beverage® per year, fifth among TPPA
members® yet still less than the average of 442kg.

* Real, local currency

% Corruption Perception Index and Logistics Performance Index data
for Brunei Darussalam is not available.

® Dairy, fruit and vegetables, meat and wine

* Singapore was not included due to data availability
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Wine consumption per capita is the least among
member consumers, while dairy, fruit and vegetable
and meat consumption is about middle of the range.
Fresh milk (excluding butter) and poultry are the main
consumption products.
FOOD AND BEVERAGE CONSUMPTION
450 -
400 -

350 A

w

o

o
L

Kg/capita/year (2011)

Dairy Fruit and veges Meat Wine

muUS H Canada mJapan m Mexico TPPA average

Source: ANZ, Food & Agriculture Organization of the United Nations
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A meal for two at a mid-range restaurant, eating out
alone, or buying a staple basket of goods is only a
third of the cost New Zealand equivalents, indicating
food and beverage prices are still fairly low on
average.

New Zealand food and beverage products will have
to overcome Mexico’s proximity to the United States
and Central American nations to complete for market
share.

Mexico imported US$1.6 billion of dairy products in
2015 (mainly milk and cheese), 68% of which was
sourced from the United States. New Zealand dairy
products were second on the list, with US$222 million
(14%). The main meat and fruit and vegetables
imports from USA were pig meat (US$1.1 billion),
poultry meat (US$935 million) and apples (US$276
million). New Zealand wine, meat and fruit &
vegetable products don’t feature in the top five
nations Mexico imports from.
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IMPORTANT INFORMATION

The distribution of this document or streaming of this video broadcast (as applicable, “publication”) may be restricted by law in certain
jurisdictions. Persons who receive this publication must inform themselves about and observe all relevant restrictions.

1. Disclaimer for all jurisdictions, where content is authored by ANZ Research:

Except if otherwise specified in section 2 below, this publication is issued and distributed in your country/region by Australia and New Zealand

Banking Group Limited (ABN 11 005 357 522) (“ANZ”), on the basis that it is only for the information of the specified recipient or permitted

user of the relevant website (collectively, “recipient”). This publication may not be reproduced, distributed or published by any recipient

for any purpose. It is general information and has been prepared without taking into account the objectives, financial situation or needs

of any person. Nothing in this publication is intended to be an offer to sell, or a solicitation of an offer to buy, any product, instrument or

investment, to effect any transaction or to conclude any legal act of any kind. If, despite the foregoing, any services or products referred to

in this publication are deemed to be offered in the jurisdiction in which this publication is received or accessed, no such service or product

is intended for nor available to persons resident in that jurisdiction if it would be contradictory to local law or regulation. Such local laws,

regulations and other limitations always apply with non-exclusive jurisdiction of local courts. Certain financial products may be subject to

mandatory clearing, regulatory reporting and/or other related obligations. These obligations may vary by jurisdiction and be subject to

frequent amendment. Before making an investment decision, recipients should seek independent financial, legal, tax and other relevant

advice having regard to their particular circumstances.

The views and recommendations expressed in this publication are the author’s. They are based on information known by the author and on

sources which the author believes to be reliable, but may involve material elements of subjective judgement and analysis. Unless specifically

stated otherwise: they are current on the date of this publication and are subject to change without notice; and, all price information is

indicative only. Any of the views and recommendations which comprise estimates, forecasts or other projections, are subject to significant

uncertainties and contingencies that cannot reasonably be anticipated. On this basis, such views and recommendations may not always

be achieved or prove to be correct. Indications of past performance in this publication will not necessarily be repeated in the future. No

representation is being made that any investment will or is likely to achieve profits or losses similar to those achieved in the past, or that

significant losses will be avoided. Additionally, this publication may contain ‘forward looking statements’. Actual events or results or actual

performance may differ materially from those reflected or contemplated in such forward looking statements. All investments entail a risk and

may result in both profits and losses. Foreign currency rates of exchange may adversely affect the value, price or income of any products or

services described in this publication. The products and services described in this publication are not suitable for all investors, and transacting

in these products or services may be considered risky. ANZ and its related bodies corporate and affiliates, and the officers, employees,

contractors and agents of each of them (including the author) (“Affiliates”), do not make any representation as to the accuracy, completeness

or currency of the views or recommendations expressed in this publication. Neither ANZ nor its Affiliates accept any responsibility to inform

you of any matter that subsequently comes to their notice, which may affect the accuracy, completeness or currency of the information in this

publication.

Except as required by law, and only to the extent so required: neither ANZ nor its Affiliates warrant or guarantee the performance of any

of the products or services described in this publication or any return on any associated investment; and, ANZ and its Affiliates expressly

disclaim any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense (“Liability”) arising

directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection with this publication.

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure

or error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. ANZ and its

Affiliates do not accept any Liability as a result of electronic transmission of this publication.

ANZ and its Affiliates may have an interest in the subject matter of this publication as follows:

 They may receive fees from customers for dealing in the products or services described in this publication, and their staff and introducers
of business may share in such fees or receive a bonus that may be influenced by total sales.

« They or their customers may have or have had interests or long or short positions in the products or services described in this publication,
and may at any time make purchases and/or sales in them as principal or agent.

= They may act or have acted as market-maker in products described in this publication.

ANZ and its Affiliates may rely on information barriers and other arrangements to control the flow of information contained in one or more

business areas within ANZ or within its Affiliates into other business areas of ANZ or of its Affiliates.

Please contact your ANZ point of contact with any questions about this publication including for further information on these disclosures of

interest.

2. Country/region specific information:

Australia. This publication is distributed in Australia by ANZ. ANZ holds an Australian Financial Services licence no. 234527. A copy of ANZ’s
Financial Services Guide is available at http://www.anz.com/documents/AU/aboutANZ/FinancialServicesGuide.pdf and is available upon
request from your ANZ point of contact. If trading strategies or recommendations are included in this publication, they are solely for the
information of ‘wholesale clients’ (as defined in section 761G of the Corporations Act 2001 Cth). Persons who receive this publication must
inform themselves about and observe all relevant restrictions.

Brazil. This publication is distributed in Brazil by ANZ on a cross border basis and only following request by the recipient. No securities are
being offered or sold in Brazil under this publication, and no securities have been and will not be registered with the Securities Commission -
CVM.

Brunei. Japan. Kuwait. Malaysia. Switzerland. Taiwan. This publication is distributed in each of Brunei, Japan, Kuwait, Malaysia,
Switzerland and Taiwan by ANZ on a cross-border basis.

Cambodia. APS222 Disclosure. The recipient acknowledges that although ANZ Royal Bank (Cambodia) Ltd. is a subsidiary of ANZ, it is a
separate entity to ANZ and the obligations of ANZ Royal Bank (Cambodia) Ltd. do not constitute deposits or other liabilities of ANZ and ANZ is
not required to meet the obligations of ANZ Royal Bank (Cambodia) Ltd.

European Economic Area (“EEA”): United Kingdom. ANZ in the United Kingdom is authorised by the Prudential Regulation Authority
(“PRA™). Subject to regulation by the Financial Conduct Authority (“FCA”) and limited regulation by the PRA. Details about the extent of our
regulation by the PRA are available from us on request. This publication is distributed in the United Kingdom by ANZ solely for the information
of persons who would come within the FCA definition of “eligible counterparty” or “professional client”. It is not intended for and must not be
distributed to any person who would come within the FCA definition of “retail client”. Nothing here excludes or restricts any duty or liability
to a customer which ANZ may have under the UK Financial Services and Markets Act 2000 or under the regulatory system as defined in the
Rules of the PRA and the FCA. Germany. This publication is distributed in Germany by the Frankfurt Branch of ANZ solely for the information
of its clients. Other EEA countries. This publication is distributed in the EEA by ANZ Bank (Europe) Limited (“ANZBEL”) which is authorised
by the PRA and regulated by the FCA and the PRA in the United Kingdom, to persons who would come within the FCA definition of “eligible
counterparty” or “professional client” in other countries in the EEA. This publication is distributed in those countries solely for the information
of such persons upon their request. It is not intended for, and must not be distributed to, any person in those countries who would come
within the FCA definition of “retail client”.

Fiji. For Fiji regulatory purposes, this publication and any views and recommendations are not to be deemed as investment advice. Fiji
investors must seek licensed professional advice should they wish to make any investment in relation to this publication.

Hong Kong. This publication is distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong Kong Monetary
Authority to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) regulated
activities. The contents of this publication have not been reviewed by any regulatory authority in Hong Kong. If in doubt about the contents of

this publication, you should obtain independent professional advice.
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India. This publication is distributed in India by ANZ on a cross-border basis. If this publication is received in India, only you (the specified
recipient) may print it provided that before doing so, you specify on it your name and place of printing. Further copying or duplication of this
publication is strictly prohibited.

Myanmar. This publication is intended to be of a general nature as part of customer service and marketing activities provided by ANZ in the
course of implementing its functions as a licensed bank. This publication does not take into account your financial situation or goals and is not
Securities Investment Advice (as that term is defined in the Myanmar Securities Transaction Law 2013). The contents of this publication have
not been reviewed by any regulatory authority in Myanmar. If in doubt about the contents of this publication, you should obtain independent
professional advice.

New Zealand. This publication is intended to be of a general nature, does not take into account your financial situation or goals, and is not a
personalised adviser service under the Financial Advisers Act 2008.

Oman. This publication has been prepared by ANZ. ANZ neither has a registered business presence nor a representative office in Oman and
does not undertake banking business or provide financial services in Oman. Consequently ANZ is not regulated by either the Central Bank of
Oman or Oman’s Capital Market Authority. The information contained in this publication is for discussion purposes only and neither constitutes
an offer of securities in Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital Market Law
of Oman (Royal Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani securities in Oman as
contemplated by Article 139 of the Executive Regulations to the Capital Market Law (issued vide CMA Decision 1/2009). ANZ does not solicit
business in Oman and the only circumstances in which ANZ sends information or material describing financial products or financial services
to recipients in Oman, is where such information or material has been requested from ANZ and by receiving this publication, the person or
entity to whom it has been dispatched by ANZ understands, acknowledges and agrees that this publication has not been approved by the
CBO, the CMA or any other regulatory body or authority in Oman. ANZ does not market, offer, sell or distribute any financial or investment
products or services in Oman and no subscription to any securities, products or financial services may or will be consummated within Oman.
Nothing contained in this publication is intended to constitute Omani investment, legal, tax, accounting or other professional advice.
People’s Republic of China (““PRC”). Recipients must comply with all applicable laws and regulations of PRC, including any prohibitions
on speculative transactions and CNY/CNH arbitrage trading. If and when the material accompanying this document is distributed by Australia
and New Zealand Banking Group Limited (ABN 11 005 357 522) (“ANZ”) or an affiliate (other than Australia and New Zealand Bank (China)
Company Limited (“ANZ C”)), the following statement and the text below is applicable: No action has been taken by ANZ or any affiliate
which would permit a public offering of any products or services of such an entity or distribution or re-distribution of this document in the
PRC. Accordingly, the products and services of such entities are not being offered or sold within the PRC by means of this document or any
other document. This document may not be distributed, re-distributed or published in the PRC, except under circumstances that will result

in compliance with any applicable laws and regulations. If and when the material accompanying this document relates to the products and/
or services of ANZ C, the following statement and the text below is applicable: This document is distributed by ANZ C in the Mainland of the
PRC.

Qatar. This publication has not been, and will not be lodged or registered with, or reviewed or approved by, the Qatar Central Bank (“QCB”),
the Qatar Financial Centre (“QFC”) Authority, QFC Regulatory Authority or any other authority in the State of Qatar (“Qatar”); or authorised
or licensed for distribution in Qatar; and the information contained in this publication does not, and is not intended to, constitute a public
offer or other invitation in respect of securities in Qatar or the QFC. The financial products or services described in this publication have not
been, and will not be registered with the QCB, QFC Authority, QFC Regulatory Authority or any other governmental authority in Qatar; or
authorised or licensed for offering, marketing, issue or sale, directly or indirectly, in Qatar. Accordingly, the financial products or services
described in this publication are not being, and will not be, offered, issued or sold in Qatar, and this publication is not being, and will not be,
distributed in Qatar. The offering, marketing, issue and sale of the financial products or services described in this publication and distribution
of this publication is being made in, and is subject to the laws, regulations and rules of, jurisdictions outside of Qatar and the QFC. Recipients
of this publication must abide by this restriction and not distribute this publication in breach of this restriction. This publication is being sent/
issued to a limited number of institutional and/or sophisticated investors (i) upon their request and confirmation that they understand the
statements above; and (ii) on the condition that it will not be provided to any person other than the original recipient, and is not for general
circulation and may not be reproduced or used for any other purpose.

Singapore. This publication is distributed in Singapore by the Singapore branch of ANZ solely for the information of “accredited investors”,
“expert investors” or (as the case may be) “institutional investors” (each term as defined in the Securities and Futures Act Cap. 289 of
Singapore). ANZ is licensed in Singapore under the Banking Act Cap. 19 of Singapore and is exempted from holding a financial adviser’s
licence under Section 23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore. In respect of any matters arising from, or in connection
with the distribution of this publication in Singapore, contact your ANZ point of contact.

United Arab Emirates. This publication is distributed in the United Arab Emirates (“UAE”) or the Dubai International Financial Centre

(as applicable) by ANZ. This publication: does not, and is not intended to constitute an offer of securities anywhere in the UAE; does not
constitute, and is not intended to constitute the carrying on or engagement in banking, financial and/or investment consultation business in
the UAE under the rules and regulations made by the Central Bank of the United Arab Emirates, the Emirates Securities and Commodities
Authority or the United Arab Emirates Ministry of Economy; does not, and is not intended to constitute an offer of securities within the
meaning of the Dubai International Financial Centre Markets Law No. 12 of 2004; and, does not constitute, and is not intended to constitute,
a financial promotion, as defined under the Dubai International Financial Centre Regulatory Law No. 1 of 200. ANZ DIFC Branch is regulated
by the Dubai Financial Services Authority (“DFSA”). The financial products or services described in this publication are only available to
persons who qualify as “Professional Clients” or “Market Counterparty” in accordance with the provisions of the DFSA rules. In addition,

ANZ has a representative office (“ANZ Representative Office”) in Abu Dhabi regulated by the Central Bank of the United Arab Emirates. ANZ
Representative Office is not permitted by the Central Bank of the United Arab Emirates to provide any banking services to clients in the UAE.
United States. If and when this publication is received by any person in the United States or a “U.S. person” (as defined in Regulation S
under the US Securities Act of 1933, as amended) (“US Person”) or any person acting for the account or benefit of a US Person, it is noted
that ANZ Securities, Inc. (“ANZ S”) is a member of FINRA (www.finra.org) and registered with the SEC. ANZ S’ address is 277 Park Avenue,
31st Floor, New York, NY 10172, USA (Tel: +1 212 801 9160 Fax: +1 212 801 9163). Except where this is a FX-related publication, this
publication is distributed in the United States by ANZ S (a wholly owned subsidiary of ANZ), which accepts responsibility for its content.
Information on any securities referred to in this publication may be obtained from ANZ S upon request. Any US Person receiving this
publication and wishing to effect transactions in any securities referred to in this publication must contact ANZ S, not its affiliates. Where this
is an FX-related publication, it is distributed in the United States by ANZ’s New York Branch, which is also located at 277 Park Avenue, 31st
Floor, New York, NY 10172, USA (Tel: +1 212 801 9160 Fax: +1 212 801 9163). Commodity-related products are not insured by any U.S.
governmental agency, and are not guaranteed by ANZ or any of its affiliates. Transacting in these products may involve substantial risks and
could result in a significant loss. You should carefully consider whether transacting in commodity-related products is suitable for you in light
of your financial condition and investment objectives. ANZ S is authorised as a broker-dealer only for US Persons who are institutions, not for
US Persons who are individuals. If you have registered to use this website or have otherwise received this publication and are a US Person
who is an individual: to avoid loss, you should cease to use this website by unsubscribing or should notify the sender and you should not act
on the contents of this publication in any way.

Vietnam. This publication is distributed in Vietnam by ANZ or ANZ Bank (Vietnam) Limited, a subsidiary of ANZ. Please note that the
contents of this publication have not been reviewed by any regulatory authority in Vietnam. If you are in any doubt about any of the contents
of this publication, you should obtain independent professional advice.

This document has been prepared by ANZ Bank New Zealand Limited, Level 10, 171 Featherston Street, Wellington 6011, New Zealand,

Ph 64-4-802 2361, e-mail nzeconomics@anz.com, http://www.anz.co.nz
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ranr 4 X4



