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Research Update:

Allied Nationwide Finance Ltd. Rating Lowered
To 'B'; Placed On Watch Negative On Weak
Liquidity, Delayed Capitalization

Overview
• We have lowered Allied Nationwide Finance Ltd.'s (ANF's) long-term issuer
credit rating to 'B'. At the same time we have placed ANF's 'B/B' issuer
credit ratings on CreditWatch Negative, which implies a one-in-two
likelihood that the rating may be lowered within the next three months.

• The rating action reflects a weakening of ANF's liquidity position
stemming from loan repayment delays and a deterioration in its debenture
reinvestment rate.

• The downgrade also factors in ANF's inability to maintain liquidity at
previously forecast levels, in support of the 'BB-' rating, and a delay
in an anticipated NZ$30 million capital injection from ANF's parent,
Allied Farmers Ltd. (AFL; not rated).

Rating Action

On June 4, 2010, Standard & Poor's Ratings Services lowered its long-term
issuer credit rating on New Zealand finance company, Allied Nationwide Finance
Ltd. (ANF) to 'B' from 'BB-'. At the same time, the 'B/B' issuer credit
ratings were placed on CreditWatch with negative implications.

Rationale

The rating action reflects a material deterioration in ANF's liquidity
position beyond what we previously expected and factored into the 'BB-'
rating. In our view, this deterioration has increased ANF's exposure to a cash
shortfall from now until October 2010 should reinvestment rates weaken from
current already-modest levels or if cash inflows from loan repayments were to
be delayed beyond our current expectations. ANF's debenture-reinvestment
experience fell to about 29% in May 2010, down from a monthly average of about
48% earlier in 2010. Liquidity has also been diminished by a
weaker-than-anticipated loan-repayment experience. We also expect that
refinancing risk and liquidity pressures will be heightened when support from
the New Zealand government's retail deposit guarantee expires on Oct. 12,
2010. We note that ANF has not qualified for cover under the extended
guarantee. While we anticipated that liquidity would be maintained at a level
consistent with the 'BB-' rating, to this point management has not taken
action to ensure this.
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The counterparty credit ratings on ANF reflect: the company's weak stand-alone
capital (noting that we anticipated an improvement during 2010); its recent
asset-quality deterioration; and its dependence on debenture-holder confidence
given that a material amount of debenture refinancing is expected through to
October 2010. These factors are offset by its status as a core operating
entity within the recently recapitalized Allied Farmers Ltd. (AFL) group, and
its business profile being more diverse relative to domestic peers. The 'B/B'
ratings factor in our assumption that additional capital will be transferred
to ANF from AFL.

With a loan portfolio spanning the business, rural, and property sectors,
ANF's business profile is more diverse than many New Zealand nonbank deposit
takers'. We note, however, that its borrowers are higher risk compared with
banks operating in these sectors. Further, its loan book shows some large
lending exposures relative to its size.

CreditWatch

A CreditWatch Negative listing by Standard & Poor's implies a one-in-two
likelihood that the rating may be lowered within the next three months. The
rating could be lowered by one or more notches if ANF's reinvestment
experience is not quickly stabilized, or if balance-sheet cash levels are
weakened by any material and unanticipated delay in scheduled loan repayments.
Although AFL is still pursuing the recapitalization of ANF through the
transfer of loan assets acquired from Hanover Finance Ltd. (Hanover; unrated)
and United Finance Ltd. (UFL; unrated) this, in itself, will not provide
immediate liquidity support for ANF. That said, the rating could also come
under further downward rating pressure if ANF's recapitalization were to be
materially further delayed. This would compromise our opinion of AFL's ability
to inject capital and liquidity into ANF and undermine our current view of
ANF's strategic importance to the wider parent group. If Standard & Poor's
credit concerns are much worse than currently envisaged and if, in our
opinion, ANF's financial flexibility and contingent plans to respond to
liquidity pressures are limited such that default is possible within six
months under realistic scenarios, the rating could be lowered further into the
'CCC' category.

We expect to resolve the CreditWatch after further discussion with management
and further analysis of ANF's ability to contend with liquidity pressures at
the 'B' rating level in the current unstable operating environment for finance
companies in New Zealand.

Related Criteria And Research

This article is based in part on the following criteria articles:
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Credit Policy Update: Criteria On Use Of CreditWatch And Outlooks Clarified,
published on Sept. 30, 2005.
Rating Finance Companies, published on March 18, 2004.

Ratings List
Downgraded; CreditWatch/Outlook Action; Ratings Affirmed

To From
Allied Nationwide Finance Ltd.
Counterparty Credit Rating B/Watch Neg/B BB-/Negative/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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