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Research Update:

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

Overview
• We assigned our 'BB' long-term and 'B' short-term counterparty credit
ratings to PGG Wrightson Finance.

• We assigned a stable rating outlook to PGG Wrightson Finance.

Rating Action
On Feb.17, 2010, Standard & Poor's Ratings Services assigned its 'BB'
long-term and 'B' short-term counterparty credit ratings to PGG Wrightson
Finance Ltd. (PWF), a New Zealand-based finance company wholly owned by PGG
Wrightson Ltd. At the same time, we assigned a stable rating outlook to PWF.

Rationale
The ratings on PWF reflect our opinion of the company's concentrated exposure
to the agriculture sector, which is riskier than some other sectors. Also
underpinning the ratings is PWF's high, albeit reducing, counterparty
concentration risk. These weaknesses are offset by the company's good brand
and national footprint in the New Zealand rural finance services market, and
PWF's access to its parent's broad distribution platform and large rural
client base. PWF's reasonably diversified funding sources also support the
'BB' rating. We consider PWF to be a core business within the PGG Wrightson
group. This was evidenced by PGG Wrightson's recent capital injection of about
NZ$33.8 million to PWF via preference shares to improve PWF's capital
position.

With a less-diverse business profile than its peers, PWF has a concentrated
exposure to the agribusiness sector, which we believe is inherently riskier
than some other sectors in the New Zealand financial services industry, such
as residential mortgages. Nonetheless, we note that PWF's operations and loan
portfolio are geographically diversified across New Zealand.

PWF's asset quality, in our opinion, is sound, reflecting the company's good
level of security over loans, good loan-to-value ratios, satisfactory credit
policy, adequate provisioning, and geographically diverse loan book.
Nonetheless, asset quality is tempered by high counterparty concentration
risk, with PWF's top 10 loans representing almost 100% of equity in January
2010. Standard & Poor's expects this ratio to improve further during 2010
because of planned asset sales. PWF is planning to sell its large exposure to
banks, and is targeting NZ$84 million in proceeds from the divestment of large
assets in the medium term.
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Underpinning PWF's credit quality is the company's reasonably diversified
funding sources and good financial flexibility, which we consider are better
than most of its peers in the non-bank financial institution sector. The
company's funding sources comprise retail funding and wholesale funding. At
Oct. 31, 2009, the company's NZ$498 million funding comprised secured bonds,
secured deposits, unsecured rural saver accounts, unsecured current accounts,
wholesale borrowings, and banker risk-sharing agreements. PWF had a NZ$113
million undrawn bank facility at Feb. 17, 2010.

Factoring in the benefits from the recent capital raising, Standard & Poor's
considers that PWF has adequate capital relative to its risk profile and
growth needs. The company'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. While capital has improved following the preference
shares issue, Standard & Poor's notes that preference shares are lower quality
capital than common equity. Nonetheless, the preference shares are short-dated
and mandatory convertible preference shares.

Short-term credit factors
The short-term rating on PWF is 'B'. In our view, PWF's liquidity position is
adequate, benefiting from access to a sizable banking facility. An undrawn
commitment of NZ$113 million (at Feb. 17, 2010), together with
on-balance-sheet cash and liquid assets of NZ$7.8 million, support PWF's
adequate liquidity position. However, in our opinion, PWF's on-balance-sheet
liquidity is lower than many of its peers; the company's strategy is to fund
short-term or unexpected liquidity requirements from its banking facilities
rather than by maintaining high levels of cash or securities. In this context,
retention of banker confidence in PWF 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 momentum.

PWF has a NZ$100 million retail bond with an initial maturity of 2010 but an
option to extend for a further 12 months. The company intends to increase the
size of its wholesale bank facilities to refinance the bond. Alternatively,
extension of current issuance of the retail bond could be achievable given
PWF's brand strength and relationship with retail investors, many of whom are
customers of PGG Wrightson. A key rating factor will be how PWF manages
refinancing requirements over the short-to-medium term.

Outlook
The stable outlook reflects PWF's reasonably diversified funding sources, our
expectation that the company's improving capital position should give PWF some
headroom to weather further industry challenges, and PWF's strategic
importance to PGG Wrightson. In addition, we believe that PGG Wrightson's
recent recapitalization and refocused strategy should enhance its capability
to support PWF if needed.
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Downward rating movement could be precipitated by:
• Evidence of lesser support by PGG Wrightson to PWF, or if PWF were no
longer a core or wholly owned subsidiary of PGG Wrightson;

• Deterioration of PGG Wrightson's credit standing, given PWF's reliance on
its parent's brand strength, depending on the circumstance that causes
the weakening credit profile of its parent;

• A weakening of PWF's standalone financial strength, stemming from funding
or liquidity stresses because of lack of banker confidence, debenture
refinancing problems, or other factors; or

• Significant deterioration in PWF's asset quality.

Upward rating movement in the near term is unlikely, although such a scenario
may be considered in the medium-to-long term if the credit profile of PWF's
parent improves, combined with no diminution of PWF's own credit profile or
its core role within the group. If PWF's standalone credit quality improves
significantly and PGG Wrightson's credit profile is not diminished, an upgrade
might be considered; however, this is by no means certain, with any rating
upgrade likely limited to one notch.

Related Research
This article is based in part on the following criteria article: Rating
Finance Companies, published on March 18, 2004.

Ratings List
New Rating; CreditWatch/Outlook Action

PGG Wrightson Finance Ltd.
Counterparty credit rating BB/Stable/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).

Complete ratings information is available to RatingsDirect on the Global
Credit Portal subscribers at www.globalcreditportal.com and RatingsDirect
subscribers at www.ratingsdirect.com. All ratings affected by this rating
action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column.
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S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.

Copyright ( c ) 2010 by Standard & Poor’s Financial Services LLC (S&P), a subsidiary of The McGraw-Hill Companies, Inc. All rights reserved.
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