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Research Update:

PGG Wrightson Finance Ltd. Assigned 'BB/B'
Ratings, Stable Outlook

Overview

» W& assigned our 'BB long-termand 'B short-termcounterparty credit
ratings to PGG Wi ghtson Fi nance.
« W assigned a stable rating outlook to PGG Wi ghtson Fi nance.

Rating Action

On Feb. 17, 2010, Standard & Poor's Ratings Services assigned its ' BB
long-termand 'B' short-termcounterparty credit ratings to PGG Wi ghtson
Fi nance Ltd. (PW), a New Zeal and-based fi nance conpany whol |y owned by PGG
Wightson Ltd. At the sane tine, we assigned a stable rating outlook to PW

Rationale

The ratings on PW reflect our opinion of the conpany's concentrated exposure
to the agriculture sector, which is riskier than sone other sectors. Also
underpinning the ratings is PW' s high, albeit reducing, counterparty
concentration risk. These weaknesses are offset by the company's good brand
and national footprint in the New Zeal and rural finance services market, and
PWF' s access to its parent's broad distribution platformand |large rura
client base. PW' s reasonably diversified funding sources al so support the
"BB' rating. We consider PW to be a core business within the PGG Wi ghtson
group. This was evidenced by PGG Wightson's recent capital injection of about
NZ$33.8 million to PW via preference shares to inmprove PW' s capita

posi tion.

Wth a | ess-diverse business profile than its peers, PW has a concentrated
exposure to the agribusiness sector, which we believe is inherently riskier
than sone other sectors in the New Zeal and financial services industry, such
as residential nortgages. Nonethel ess, we note that PW' s operations and | oan
portfolio are geographically diversified across New Zeal and.

PW' s asset quality, in our opinion, is sound, reflecting the conpany's good

| evel of security over |oans, good |oan-to-value ratios, satisfactory credit
pol i cy, adequate provisioning, and geographically diverse | oan book
Nonet hel ess, asset quality is tenpered by high counterparty concentration
risk, with PW s top 10 | oans representing al nost 100% of equity in January
2010. Standard & Poor's expects this ratio to inprove further during 2010
because of planned asset sales. PW is planning to sell its large exposure to
banks, and is targeting NZ$84 million in proceeds fromthe divestnent of |arge
assets in the nediumterm
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Underpinning PW' s credit quality is the conmpany's reasonably diversified
fundi ng sources and good financial flexibility, which we consider are better
than nost of its peers in the non-bank financial institution sector. The
conpany's fundi ng sources conprise retail funding and whol esal e fundi ng. At
Cct. 31, 2009, the conpany's Nz$498 million funding conprised secured bonds,
secured deposits, unsecured rural saver accounts, unsecured current accounts,
whol esal e borrow ngs, and banker risk-sharing agreenents. PW had a NzZ$113
mllion undrawn bank facility at Feb. 17, 2010.

Factoring in the benefits fromthe recent capital raising, Standard & Poor's
consi ders that PW has adequate capital relative to its risk profile and
grow h needs. The conpany's adjusted total equity-to-adjusted assets ratio
averaged about 10.6 % for the past three years, and we expect this ratio to
improve in the near term Wile capital has inproved follow ng the preference
shares issue, Standard & Poor's notes that preference shares are lower quality
capital than conmon equity. Nonethel ess, the preference shares are short-dated
and nmandatory convertibl e preference shares.

Short-term credit factors

The short-termrating on PW is '"B'. In our view, PW s liquidity position is
adequate, benefiting fromaccess to a sizable banking facility. An undrawn
comm tnent of Nz$113 million (at Feb. 17, 2010), together wth

on- bal ance-sheet cash and |iquid assets of NZ$7.8 million, support PW's
adequate liquidity position. However, in our opinion, PW's on-bal ance-sheet
liquidity is lower than many of its peers; the conpany's strategy is to fund
short-termor unexpected liquidity requirenents fromits banking facilities
rat her than by naintaining high | evel s of cash or securities. In this context,
retenti on of banker confidence in PW is likely to be a critical rating factor
at the current rating level. Any decrease in banker confidence that is
unanticipated is likely to result in negative rating nonmentum

PW has a NzZ$100 mllion retail bond with an initial maturity of 2010 but an
option to extend for a further 12 nonths. The conpany intends to increase the
size of its wholesale bank facilities to refinance the bond. Alternatively,
extension of current issuance of the retail bond coul d be achi evabl e given
PW' s brand strength and relationship with retail investors, many of whom are
custoners of PGG Wightson. A key rating factor will be how PW nanages
refinancing requirenents over the short-to-nediumterm

Outlook

The stable outl ook reflects PW' s reasonably diversified funding sources, our
expectation that the conpany's inproving capital position should give PW some
headroom to weat her further industry challenges, and PW' s strategic

i mportance to PGG Wightson. In addition, we believe that PGG Wi ghtson's
recent recapitalization and refocused strategy should enhance its capability
to support PWF if needed.

www.standardandpoors.com/ratingsdirect 3



Research Update: PGG Wrightson Finance Lid. Assigned 'BB/B' Ratings, Stable Outlook

Downward rating novenent could be precipitated by:

* Evidence of |esser support by PGG Wightson to PWF, or if PW were no
| onger a core or wholly owned subsidiary of PGG Wi ghtson

» Deterioration of PGG Wightson's credit standing, given PW' s reliance on
its parent's brand strength, depending on the circunstance that causes
t he weakening credit profile of its parent;

« A weakeni ng of PW' s standal one financial strength, stenm ng from funding
or liquidity stresses because of |ack of banker confidence, debenture
refinanci ng problens, or other factors; or

e Significant deterioration in PW' s asset quality.

Upward rating novenent in the near termis unlikely, although such a scenario
may be considered in the mediumto-long termif the credit profile of PW's
parent inproves, conmbined with no dimnution of PAW's own credit profile or
its core role within the group. If PW' s standal one credit quality inproves
significantly and PGG Wightson's credit profile is not dimnished, an upgrade
nm ght be considered; however, this is by no neans certain, with any rating
upgrade likely limted to one notch

Related Research

This article is based in part on the following criteria article: Rating
Fi nance Conpani es, published on March 18, 2004.

Ratings List
New Rating; CreditWatch/ Qutl ook Action

PGG Wi ghtson Finance Ltd.
Counterparty credit rating BB/ St abl e/ B

Standard & Poor's (Australia) Pty. Ltd. holds Australian financial services licence number 337565 under the Corporations Act 2001. Standard & Poor's credit ratings and
related research are not intended for and must not be distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations
Act).

Conplete ratings information is available to RatingsDirect on the d oba
Credit Portal subscribers at www. gl obal creditportal.comand RatingsDirect
subscribers at www. ratingsdirect.com All ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
col um.
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