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report is accurate to the best

of the knowledge and belief
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Bl Summary Most Profitable Region

(currently): East Coast North Island

11 Introduction

This report summarises the results of the January 2018 Federated Farmers'
Mid-Season Farm Confidence survey. The survey is undertaken twice a year (in
January and July); this study is the 18th iteration. The survey was completed for
Federated Farmers by Research First, New Zealand's leading agricultural market
research company.

@

Most Profitable Industry
(currently): Other

1.2 Key Messages

The January 2018 survey observed a fall in farmer confidence. For the first time
in two years, farmer optimism has decreased, including negative perceptions of
the economy; farm profitability; farm production; and farm spending. Farm debt
levels have also increased and less farms are now debt-free.

= Whilst the proportion of farms that consider the current general economic
conditions to be good has decreased over the past six months, the proportion

that consider conditions to be bad remains under 10%. Looking forward, the Most Profitable Region
most optimistic farm groups are ‘Other’ and Dairy farms. Most optimistic (looking ahead):
regions are Otago-Southland and West Coast (WC)-Tasman-Marlborough, Fast Coast North Island

although all regions perceive the general economic conditions to remain the
same or worsen.

® Over half of all farms are currently making a profit (53.6%), which is slightly
lower than six months ago (55.4%). The proportion of farms making a loss has
stabilised over the past six months at 9.3%. However, optimism about future
profitability has halved over the past six months and pessimistic perceptions

®

have quadrupled.
= Optimism of future farm production has fallen for the first time since Most Profitable Industry
January 2016. Dairy farms are the most pessimistic group with just under (looking ahead): Other

one quarter expecting their production to reduce over the next 12 months.

All regions expect farm production to decrease compared to six months ago,
but particularly Taranaki-Manawatu and Otago-Southland, which are the two
areas most affected by the dry conditions experienced since the last survey.

= Although one third of all farms expect their spending to increase, more farms
expect toreduce their spending over the next 12 months leading to a net
decrease in spending predictions.

O,

B More farms have debt in January 2018 (91.1%) compared to July 2017 (87.7%). Greatest Concern to Farmers:
Dairy farms predict the largest increase in farm debt (and less expect their Regulation & Compliance Costs
debt to reduce). Meat & Fibre farms continue to have the lowest proportion of
debt, whilst Dairy farms have the highest. All regions expect their debt levels
toincrease.

® Taking all trends into consideration, the most confident farm industry is
‘Other’ farms, and the most confident region is East Coast North Island.

B Farmers are finding it increasingly more difficult to recruit skilled and
motivated staff; a trend that has been evident since January 2010.

Highest Priority for Government:
Biosecurity
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Similar to the last survey in July 2017, the greatest concern for farmers is
regulation and compliance costs. Dry weather has caused more farmers

to become concerned about the weather, and the heightened possibility

of livestock emissions being included in the Emissions Trading Scheme is
drawing attention to climate change issues. Concerns with staffing have
become increasingly more prevalent over the past three surveys. Biosecurity
has also become an issue of concern.

The highest government priority identified by farmers is biosecurity,

which has eclipsed the economy & business environment, and regulation &
compliance costs for the first time since the survey began in July 2009. This
will mainly be due to concerns about the Mycoplasma bovis cattle disease.
There was also a sharp increase for fiscal policy, which will reflect concern
about forecast large increases in government spending.
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I General Economic Conditions

2.1 Overall

In January 2018, just over one-third of farms perceive the general economic
conditions to be good, and just over half have neutral perceptions (Table 2.1).
Whilst the proportion of farms that perceive good general economic conditions
has fallen over the past six months (down from 56% in July 2017), the proportion
of farms that consider the conditions to be bad remains under 10%. For the first
time since July 2016, the net score' has decreased (from +53 in July 2017 down to
+29in January 2018), however all farms continue to be more positive thanin July
2016 (when the net score was -27).

Table 2.1 Current perceptions of general economic conditions for all farms

Good Gener- Bad General
al Economic Neither Economic
Conditions Good nor Conditions July 2017 : January2018
Currently Bad Currently Don’t Know Net Score Net Score Change
Allfarms 36.1% 56.2% 71% 0.7% 527 29.0 237V
Noticeably, when looking ahead over the next 12 months the survey finds the
lowest level of farm confidence since July 2012 (Table 2.2). Whilst the change in
net score of -50.4 in January 2018 is the largest drop in confidence seen since the
surveys began, it follows from the largest increase in optimism that was seen
in the July 2017 survey. The biggest change has been anincrease in the level of
pessimism (increased four-fold since July 2017), whilst optimism has reduced by
the same factor. However, most farms expect the general economic conditions to
stay the same. The fall in confidence looking ahead is consistent with the results
of other business confidence surveys held since last year's election.
Table 2.2 Predictions of general economic conditions for all farms over the
next 12 months
Expect
Expect General Expect
General Economic General
Economic Conditions Economic January
Conditions ;| toStaythe : Conditions July 2017 2018
to Improve Same toWorsen : Don't Know Net Score Net Score Change
Allfarms 5.9% 51.0% 40.1% 3.0% 16.2 -34.2 -50.4W

Please refer to Section 11.2 for more information about Net Scores

1Refer to the Appendix for information regarding net scores
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Figure 2.1 shows the net score for optimism for all farms has dropped over the
last six months, differing from the upward trend in optimism that was evident
since January 2016. Note however that the net score perceptions have oscillated
markedly overtime, and this is an indication of their volatile nature. Overall, there
is close relationship between economic expectations of farm profitability (see
Figure 3.1).

Figure 2.1 Net predictions of general economic conditions for all farms (July
2009-January 2018)
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2.2 Industry Groups

Currently, all industry groups perceive the current economic conditions to

be neither good nor bad. Compared to July 2017, there have been noticeable
decreases in the net scores of Dairy farms (-38.8) and ‘Other’ farms (-31.4). The
only farm type that has a positive perception of the current economic conditions
is Arable farms (+14.7) compared to their net score of -2.8 six months ago.

Table 2.3 Current perceptions of general economic conditions by industry

group
Good Gener- Bad General
al Economic Neither Economic January
Conditions Good nor Conditions July 2017 2018 Net
Currently Bad Currently Don’t Know Net Score Score Change
Dairy 25.8% 63.6% 10.0% 0.6% 54.6 158 -38.8¥
Meat & Fibre 53.4% 43.9% 21% 0.5% 55.5 513 -42\%
Arable 29.4% 60.8% 9.8% 0.0% 49 19.6 14770
Other 45.0% 45.0% 5.0% 5.0% 71.4 40.0 31.4%
When looking ahead, there is a marked decrease in optimism and a marked
increase in pessimism in all industry groups compared to the previous six
months scores. This decrease in confidence is seen most marked in the Arable
(-69.1) and Dairy (-61.1) farm groups. The least pessimistic industry group is the
‘Other' group, although their numbers are low.
Table 2.4 Predictions of general economic conditions by industry group
Expect
Expect General Expect
General Economic General
Economic Conditions Economic January
Conditions ;| toStaythe : Conditions July 2017 2018 Net
to Improve Same to Worsen Don’t Know Net Score Score Change
Dairy 7.4% 46.2% 432% 32% 253 -358 611V
Meat & Fibre 37% 59.3% 341% 29% 61 -30.4 -36.5V
Arable 0.0% 52.9% 471% 0.0% 220 -47.1 -69.1V
Other 15.0% 40.0% 40.0% 5.0% 0.0 -25.0 250V
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2.3 Regions

Compared to the last survey, all regions have indicated a decrease in their
current perceptions of economic conditions (Table 2.5). This decrease is
particularly noticeable in Auckland-Northland (net score of -42.0), Taranaki-
Manawatu (-38.6), and Waikato-Bay of Plenty (-33.1). However, all regions have
more optimists compared to pessimists, but less than six months ago. Of all the
regions, Canterbury has seen the smallest net score change compared to six
months ago. Compared to all regions, the East Coast North Island has the largest
proportion of farmers who perceive the current economic conditions to be good
(60%), whereas Auckland has the most neutral perceptions (77%), and Taranaki-
Manawatu has the most pessimists (12%).

Table 2.5 Current perceptions of general economic conditions by region

Good Gener- Bad General
al Economic Neither Economic January
Conditions Good nor Conditions July 2017 2018 Net
Currently Bad Currently Don’t Know Net Score Score Change
Auckland-Northland 20.3% 77.0% 27% 0.0% 59.6 17.6 -42.0Vv
Waikato-Bay of Plenty 27.8% 60.4% 1.7% 0.0% 492 16.1 -33.1V
East Coast North Island 60.3% 34.9% 2.4% 2.4% 69.4 57.9 -11.5%
Taranaki-Manawatu 27.5% 60.5% 12.0% 0.0% 54.1 15.5 -38.6\
West Coast (WC)-Tasman- 38:5% 523% 6.2% 31% 56.0 55 237V
Marlborough
Canterbury 39.4% 57.8% 2.8% 0.0% 37.5 36.6 -0.9V¥
Otago-Southland 41.6% 51.9% 5.4% 11% 55.7 36.2 -19.5\%
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Looking forward all regions perceive the general economic conditions to either
remain the same or worsen. East Coast North Island is the least pessimistic

region, followed by WC-Tasman-Marlborough. Auckland-Northland and Taranaki-
Manawatu are the regions with the most pessimistic outlook.

Table 2.6 Predictions of general economic conditions by region

Expect
Expect General Expect
General Economic General
Economic Conditions Economic January
Conditions : toStaythe : Conditions July 2017 2018 Net
to Improve Same toWorsen : Don't Know Net Score Score Change
Auckland-Northland 41% 432% 48.6% 41% 9.6 -44.5 -S4V
Waikato-BOP 5.9% 44.3% 45.8% 4.0% 19.2 -39.9 -59.1V
East Coast North Island 4.8% 65.9% 27.8% 1.6% 133 -23.0 -36.3W
Taranaki-Manawatu 3.6% 473% 43.7% 5.4% 239 -40.1 -64.0\Nv
WC-Tasman-Marlborough 7.7% 58.5% 30.8% 31% 4.0 -2311 =27\
Canterbury 6.7% 49.4% 43.9% 0.0% 14.0 -37.2 -51.2W%
Otago-Southland 81% 56.2% 33.0% 2.7% 15.0 -24.9 -30.9V¥
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Il Farm Profitability

3.1 Overall

As asector, just over half of all farms report being currently profitable; a further
third are breaking even, whereas less than 10% are making a loss (Table 3.1). This
equates to a steady positive net score of 44.3, that is only slightly decreased from
July 2017 by -1.5. The proportion of farms making a loss has stabilised over the past six
months.

Table 3.1 Current perceptions of profitability: all farms

January
Making a Breaking Making a Rather not July 2017 2018 Net
Profit Even Loss Say Don’t Know Net score Score Change
AllFarms 53.6% 352% 9.3% 1.4% 0.6% 458 443 -1.5W
Looking ahead over the next 12 months, the proportion of farms that expect their
profitability to improve has halved compared to the previous six months, and one
quarter expect their profitability to worsen. However, the majority of farms expect
their profitability to stay the same as currently.
Table 3.2 Predictions of farm profitability over the next 12 months: all farms
Expect Farm
Expect Farm ;| Profitability ;| Expect Farm January
Profitability ;| toStaythe : Profitability July 2017 2018 Net
to Improve Same toWorsen : Don't Know Net Score Score Change
AllFarms 21.6% 51.6% 253% 15% 39.4 37 431
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Figure 3.1illustrates the net predictions of all farm profitability since July 2009,
which, similar to economic predictions (Figure 2.1), has oscillated markedly
over time. There is a clear relationship between the movements in predictions
of farm profitability and perceptions about the general economy. However,

for this survey although both dropped sharply, the farm profitability net score
looking ahead is only slightly negative (-3.7) compared to being deeply negative
for that of general economic conditions (-34.2). This difference in perception of
own activity versus the general economy is consistent with the results of other
business confidence surveys.

Figure 3.1 Net predictions of all farm profitability (July 2009-January 2018)
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3.2 Industry Groups

Allindustry groups have more farms making a profit than breaking even (Table
3.3). Farms making a loss are in the minority, although there have been some
changes over the past six months. Compared to July 2017, more Dairy farms
report making a loss (11.4% up from 7.4%). However, the proportion of dairy
farms making losses are still proportionally much less than in July 2016 when
60% reported losses. Meat & Fibre farms continue their upward trend with the
proportion of farms making a profit the highest over the past two years. Arable
farms are remaining stable with just over half making a profit, and less report
making losses (down from 19.5% and the lowest score since July 2016 when

this question was first asked). Currently,‘Other’ farms appear to be the most
profitable, although their numbers in this survey are low.

Table 3.3 Current farm profitability by industry group

January
Making a Breaking Making a Rather not July 2017 2018 Net
Profit Even Loss Say Don’t Know Net Score Score Change
Dairy 486% 382% 1.4% 1.0% 0.8% 538 37.2 -16.6W
Meat & Fibre 61.1% 31.5% 56% 1.9% 0.0% 39.9 555 1561
Arable 51.0% 333% 137% 2.0% 0.0% 17 373 2024
Other 70.0% 20.0% 0.0% 5.0% 5.0% 571 70.0 1291
Looking ahead over the next 12 months, the industry groups that expect
profitability to improve has decreased markedly compared to six months ago,
particularly in the Dairy (net score of -67.2) and Arable (-58.3) industries. Meat
& Fibre industry groups have remained fairly stable since July 2016 although the
proportion of farms expecting profitability to be less has increased twofold over
the past sixmonths. Of all industry types, ‘Other’ farms are the most positive
about farm profitability going forward.
Table 3.4 Predictions of expected farm profitability by industry group
Expect Farm
Expect Farm : Profitability : Expect Farm January
Profitability | toStaythe : Profitability July 2017 2018 Net
to Improve Same toWorsen : Don't Know Net Score Score Change
Dairy 18.5% 51.4% 282% 1.9% 57.5 -97 -67.2%
Meat &Fibre 27.5% 54.0% 17.5% 11% 234 10.0 3.4
Arable 7.8% 431% 49.0% 0.0% 17 -412 583V
Other 40.0% 35.0% 25.0% 0.0% yA 15.0 7.9
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3.3 Regions

Currently, the most profitable regions are East Coast North Island and
Auckland-Northland. Compared to the past six months, Taranaki-Manawatu has
seen the largest decrease in current farm profitability probably due to drought
conditions in that region; other regions that have also seen their profitability
decrease during that period were Otago-Southland and Auckland-Northland.
Taranaki-Manawati and West Coast-Tasman-Marlborough are the least
profitable regions, although for the latter region, this equates to an improvement
over the six months (net score 0f 13.6) and an increase of 31.4% over the past
year of farms making a profit. Canterbury reported the largest net score
increase in profit (net score of 21.2) compared to July 2017.

Table 3.5 Current farm profitability by region

January
Making a Breaking Making a Rather not July 2017 2018 Net
Profit Even Loss Say Don’t Know Net Score Score Change
Auckland- 635% 32.4% 41% 0.0% 0.0% 635 59.4 -4
Northland
Waikato-Bay
53.5% 34.1% 1.4% 0.7% 0.4% 409 421 1.2
of Plenty
East Coast 64.3% 31.0% 2.4% 1.6% 0.8% 50.0 61.9 .91
North Island
Taranaki-
383% 43.7% 15.0% 1.8% 1.2% 47.7 233 -24.4N
Manawatu
WE-Tasman- 385% 415% 16.9% 15% 15% 8.0 216 1361
Marlborough
Canterbury 58.9% 32.8% 6.1% 22% 0.0% 31.6 52.8 21.21
Otago-
56.2% 33.5% 81% 1.6% 0.5% 59.3 481 112w
Southland
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Looking ahead all seven regions are less positive than six months ago regarding

expected improvements to farm profitability. The regions that have more
pessimists than optimists are Auckland-Northland, Waikato-BOP, Taranaki-
Manawatu, and WC-Tasman-Marlborough, although the majority of farms in
those regions still expect their profitability to remain at the same current level.
The most optimistic region is East Coast North Island, although it doesn't

appear to have had an increase inits net score - rather it had an 11.1 decline, albeit

small compared to the other regions.

Table 3.6 Predictions of expected farm profitability by region

Expect Farm Expect Farm Expect Farm January
o Profitability o . July 2017
Profitability Profitability | Don’t Know 2018 Net Change
to Stay the Net Score
to Improve S to Worsen Score
ame
Auckland-Northland 12.2% 58.1% 29.7% 0.0% 173 -17.5 -34.8V¥
Waikato-BOP 17.6% 52.7% 28.2% 1.5% 46.6 -10.6 -57.2\
East Coast North Island 36.5% 50.8% 11.9% 0.8% 357 24.6 RINLZ
Taranaki-Manawatu 18.0% 50.3% 28.7% 3.0% 431 -10.7 -53.8W¥
WC-Tasman-Marlborough 18.5% 55.4% 231% 31% 48.0 -4.6 -52.6\
Canterbury 25.0% 49.4% 25.6% 0.0% 39.0 -06 -30.6W
Otago-Southland 22.2% 49.7% 25.9% 2.2% 365 -3.7 -40.2%
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Il Farm Production

4.1 Overall

The January 2018 survey shows farmers optimism of future farm production has
decreased for the first time in two years (Figure 4.1). While most farms still expect
their farm production to stay the same (Table 4.1), the proportion of optimists

has decreased over the last six months (and the proportion of pessimists has
increased correspondingly).

Table 4.1 Predictions of farm production over the next 12 months: all farms

Expect Farm
ExpectFarm ;| Production ;| Expect Farm January
Production | toStaythe | Production July 2017 2018 Net
toIncrease Same toReduce : Don'tKnow Net Score Score Change
AllFarms 27.2% 54.1% 17.5% 1.2% 323 9.7 -22.6\
Figure 4.1 Net predictions of farm production: all farms (January 2010-January
2018)
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4.2 Industry Groups and Regions

Apart from the Arable industry group, all other industries are less positive about
increased future farm production (Table 4.2). The least optimistic industry
group is the Dairy group because a larger proportion expect their production

to reduce in the future when compared to the previous survey (22.2% in January
2018 versus 5.3% in July 2017). Much of the Dairy group’s large decline in net
score will be due to the effects of a wet and cold early spring followed by very dry
conditions in many dairy areas. Fonterra has reduced its forecast milk supply for

the current season.

Table 4.2 Predictions of future farm production by industry group

Expect Farm
ExpectFarm | Production | ExpectFarm January
Production ;| toStaythe : Production July 2017 2018 Net
toIncrease Same to Reduce Don’t Know Net Score Score Change
Dairy 25.4% 50.2% 222% 21% 346 32 31.4¥
Meat & Fibre 28.6% 60.3% 1% 0.0% 309 17.5 134V
Arable 29.4% 58.8% 1.8% 0.0% 17. 17.6 0.51
Other 50.0% 45.0% 5.0% 0.0% 50.0 45.0 5.0¥
In January 2018, all regions are less optimistic than six months ago regarding
predictions of future farm production (Table 4.3). The areas with the most
dramatic change of perceptions were Taranaki-Manawatu and Otago-Southland,
which are the two areas most affected by the dry conditions since the last survey.
The region with the most confidence about future farm production is East
Coast North Island.
Table 4.3 Predications of future farm production by region
Expect Farm
ExpectFarm ;| Production ;| ExpectFarm
Production | toStaythe | Production July 2017 January
to Increase Same to Reduce Don’t Know Net 2018 Net Change
Auckland-Northland 33.8% 55.4% 10.8% 0.0% 2311 23.0 -0V
Waikato-BOP 27.8% 52.4% 187% 11% 26.4 a1 173V
East Coast North Island 34.9% 57.9% 6.3% 0.8% 418 28.6 -13.2%
Taranaki-Manawatu 20.4% 455% 32.9% 1.2% 284 -125 -40.9V¥
WC-Tasman-Marlborough 24.6% 52.3% 18.5% 4.6% 16.0 6.1 -9.9Vv
Canterbury 311% 61.1% 6.7% 11% 39.0 24.4 14.6W
Otago-Southland 21.6% 55.1% 222% 11% 359 -0.6 -36.5%
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Bl Farm Spending

5.1 Overall

For the fist time since July 2015, the growth in spending might ease off over
the next six months. (Figure 5.1), although just under one-third still expect

their spending to increase (Table 5.1). The proportion of farms that expect their
spending to increase is roughly double those that expect spending to reduce.
Similar to previous survey iterations, nearly half of all farms do not expect their

spending to change.

Table 5.1 Predictions of expected farm spending over the next 12 months: all

farms
Expect Farm Expect Farm Expect Farm January
. Spending . , July 2017
Spending to Spendingto | Don’t Know 2018 Net Change
Increase to :;aa"y':he Reduce Net Score Score
All Farms 323% 483% 18.6% 0.7% 19.1 137 -S4

The overall decrease in net predictions of expected farm spending mirrors the
decrease in expected farm production and profitability, and general economic
conditions going forward, illustrated in the previous sections of this report.
Considering the sharp declines in confidence about the general economy

and expectations of farm profitability, the 5 point decline in the spending net
score is relatively modest. Farmers as a group do not appear to be planning to
dramatically slash their spending.

Figure 5.1 Net predictions of expected farm spending (July 2009-January

2018)
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5.2 Industry Groups and Regions

Similar to July 2017, the industry group expecting their spending to increase

the most over the next 12 months are the ‘Other’ farms (Table 5.2). This group of
farms also expect their production and profitability to increase and they have
the most optimistic outlook regarding economic conditions over the next year.
Arable and Meat & Fibre groups also expect their farm spend to increase, but to
alesser degree. Compared to the previous survey, Dairy farms expect to spend
less and the proportion expecting to reduce spending has doubled from 10.0% to
21.3%. Overall, more farms from all industry groups expect their farm spending
toincrease rather thanreduce.

Table 5.2 Predictions of expected farm spending by industry group

Expect Farm
ExpectFarm | Spending | ExpectFarm January
Spendingto : toStaythe : Spendingto July 2017 2018 Net
Increase Same Reduce Don’t Know Net Score Score Change
Dairy 322% 457% 213% 0.8% 256 10.9 14.7%
Meat &Fibre 312% 53.7% 14.3% 0.8% 13.0 16.9 3.91
Arable 333% 471% 19.6% 0.0% 73 137 6.4M
Other 55.0% 30.0% 15.0% 0.0% 286 40.0 .40
Compared to July 2017, less regions expect to increase their farm spending
going forward (those expecting an increase are: East Coast North Island
and Otago-Southland); however, most regions expect their farm spend to be
less than it was six months ago (i.e. Auckland-Northland, Waikato-BOP, WC-
Tasman-Marlborough and Canterbury). Overall, all regions apart from Taranaki-
Manawatu have more respondents expecting to increase spending than reduce
spending. The drop inits net score was also by far the largest. This will reflect
the drought in that region
Table 5.3 Predictions of expected farm spending by region
Expect Farm
ExpectFarm | Spending | ExpectFarm January
Spendingto : toStaythe : Spendingto July 2017 2018 Net
Increase Same Reduce Don’t Know Net Score Score Change
Auckland-Northland 44.6% 43.2% 12.2% 0.0% 327 32.4 -0.3Vv
Waikato-Bay of Plenty 37.0% 46.5% 16.1% 0.4% 249 209 -4.0%
East Coast NorthIsland 32.5% 532% 11.9% 2.4% 1.2 20.6 9.4
Taranaki-Manawatu 26.9% 43.7% 28.7% 0.6% 239 -18 -257W
WC-Tasman-Marlborough 231% 55.4% 20.0% 1.5% 8.0 31 -4.9¥
Canterbury 322% 48.9% 18.9% 0.0% 221 133 88V
Otago-Southland 28.6% 50.8% 19.5% 11% 9.0 a1 0N
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Farm Debt

6.1 Overall

More farms have debt in January 2018 (91.1%) compared to July 2017 (87.7%),
but similar to July 2015 (91%). Amongst the farms with debt, less than 40%
expect their debt to reduce (Table 6.1), compared to over 50% six months ago;

the proportion of farms expecting their debt to increase has risen from 9.6% to

14.6% over the same time period.

Table 6.1 Predictions of future farm debt over the next 12 months: all farms

Expect Farm : Expect Farm : Expect Farm January
Debt to Debt to Stay Debt to July 2017 2018 Net
Increase the Same Reduce Don’t Know No Debt Net Score Score Change
AllFarms 13.3% 423% 33.8% 1.7% 8.9% -35.9 -20.5 15.4M
AllFarms
with Debt 14.6% 46.4% 371% 1.9% -40.9 225 1841

Examining net predictions for future farm debt (Figure 6.1), the trend of
slowing down of agriculture debt has reversed for the first time since July 2015.
According to Reserve Bank sector lending statistics agricultural debt has been
growing relatively slowly at around 2.5% year-on-year. This survey suggests
growth in debt may accelerate over the coming year.

Figure 6.1 Net predictions of future farm debt: all farms (July 2009 to January
2018)

100.0%
80.0%
60.0%
40.0%
20.0%

0.0%

-20.0%

-40.0%

-60.0%

-80.0%

-100.0%

www.researchfirst.co.nz

19 FEDERATED FARMERS | NEW SEASON FARM CONFIDENCE SURVEY JAN 2018




6.2 Industry Groups and Regions

The proportion of industry groups that expect their farm debt to increase

over the next 12 months has increased for all types except ‘Other’ farms, when
compared to six months ago. But all industry groups continue to have more
farmers expecting to reduce debt compared to increase debt. Compared to
other industry groups, Dairy farms have predicted the largest increase in farm
debt (from 9.2% in July 2017 up to 15.6% now); the proportion of Dairy farms
expecting debt to reduce has also decreased during the same time period (from
54.4% down to 33.7%). Arable farms have also predicted much lower farm debt
reduction (41.5% in July 2017 down to 13.7% now). Meat & Fibre farms continue
to have the highest proportion without debt, whilst Dairy farms continue to have
the highest proportion of debt.

Table 6.2 Predictions of farm debt by industry group

ExpectFarm ;| Expect Farm : Expect Farm January
Debt to Debt to Stay Debt to July 2017 2018 Net
Increase the Same Reduce Don’t Know No Debt Net Score Score Change
Dairy 15.6% 441% 337% 1.8% 4.8% -45.1 -1811 27.0M
Meat & Fibre 9.3% 37.3% 36.5% 13% 15.6% -26.6 -27.2 -0.6\
Arable 1.8% 60.8% 13.7% 3.9% 9.8% 341 -1.9 3221
Other 20.0% 35.0% 40.0% 0.0% 5.0% 214 -20.0 1.4
Without exception, farms in all regions had increases in their net scores
although all still have more farmers expecting to reduce their debt rather than
increase their debt. This is in direct contrast to six months ago, when all regions
expected their debt to decrease. Farms in Auckland-Northland, Waikato BOP,
and Canterbury expect the largest increases in debt, compared to July 2017. East
Coast North Island and Otago-Southland are predicting the least change in debt.
Table 6.3 Predictions of farm debt by region
Expect Farm : Expect Farm : Expect Farm January
Debt to Debt to Stay Debt to July 2017 2018 Net
Increase the Same Reduce Don’t Know No Debt Net Score Score Change
Auckland- 81% 432% 338% 1.4% 13.5% -46.2 257 205
Northland
Walkato-Bay 15.8% 48.0% 29.3% 0.4% 6.6% 326 -135 1901
of Plenty
East Coast
12.7% 333% 38.9% 2.4% 127% 337 -26.2 7.5M
North Island
Taranaki-
12.0% 425% 32.9% 42% 8.4% 339 -20.9 13.01
Manawatu
WC-Tasman- 123% 46.2% 215% 31% 16.9% -20.0 -92 1081
Marlborough
Canterbury 13.9% 483% 31.7% 0.0% 6.1% -39.7 -17.8 21.9%
Otago- 13.0% 32.4% 44.3% 22% 81% 383 -313 7.0M
Southland
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Bl Trendsin Farmer Confidence

Figure 7.1 provides an overview of farmer confidence and how it varies over
time. The figure illustrates trends in farmer confidence (net scores) for five key
predictors of farm performance, as follow:

1. Economic conditions;
2. Profitability;

3. Production;

4. Spending; and.

5. Farmdebt2

Net scores for all indicators have fluctuated over time since the survey began in
July 20093, particularly farm profitability. In direct contrast to July 2017, all five
indicators demonstrate a change in optimism within the farming sector. This
downward change in perceptions of farm confidence has followed an extended
period of increased confidence seen since January 2015.

Figure 7.1 Net perceptions of five key indicators of overall farmer confidence:
all farms (July 2009-January 2018)
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2 Note that debt has been inverted to correct for polarity inconsistency, that is: an increase in debt in a
negative indication.

3 Production varies less than all other indicators of confidence, but still tracks the economic conditions,
profitability, spending and farm debt indicators.
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Ability to Recruit

81 Overall

Figure 8.1 demonstrates that farms continue to have more difficulty recruiting
skilled and motivated staff, and the latest six months has been particularly
difficult when compared to other surveys. Indeed, only a very small minority of
farms (1.7%) found it easier to find appropriately skilled staff (Table 8.1). The
percentage of farms that employ staff have increased from 73% six months ago
t078.4% currently.

Table 8.1 Ability to recruit skilled and motivated staff in the previous 6
months: all farms

HaveFound ;| NoChange : HaveFound January
Recruiting : inAbilityto ;| Recruiting Don’tEm- July 2017 2018 Net
Harder Recruit Easier Don’t Know ploy Staff Net Score Score Change
AllFarms 37.8% 34.3% 17% 47% 21.6% 25.6 36.1 10.51

Overall, it is evident that farmers are increasingly finding it more difficult

to attract suitable staff over time. The labour market is tight with low

unemployment and high labour force participation, and recent restrictions to
immigration policy appear to be exacerbating the problem.

Figure 8.1 Net ability to recruit skilled and motivated staff: all farms (July
2009-January 2018)
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8.2 Industry Groups and Regions

Arable farms have experienced the most difficulty in their ability to recruit
suitably experienced and motivated staff over the last survey period. Dairy
farms continue to find recruiting staff difficult as demonstrated by their lower
net score change. Meat & Fibre farms continue to have the lowest employment
rate of staff.

Table 8.2 Difficulty to recruit skilled and motivated staff by industry group

Have Found : NoChange : Have Found January
Recruiting : inAbilityto ;| Recruiting Don’tEm- July 2017 2018 Net
Harder Recruit Easier Don'tKnow : ploy Staff Net Score Score Change
Dairy 44.6% 34.6% 1.3% 4.7% 14.8% 36.7 433 6.6
Meat & Fibre 25.9% 34.4% 2.4% 4.2% 33.1% 13.6 235 9.9M
Arable 471% 27.5% 0.0% 7.8% 17.6% 24.4 471 221N
Other 25.0% 40.0% 5.0% 5.0% 25.0% 28.6 20.0 -8.6\

When examining recruitment by regions, all regions have experienced more
difficulty recruiting staff compared to six months ago. The regions with the
highest difficulty are Waikato-BOP and Canterbury. Auckland-Northland is the
region that had found recruiting staff the easiest.

Table 8.3 Difficulty to recruit skilled and motivated staff by region

Have Found ;| NoChange : Have Found January
Recruiting : inAbilityto ;| Recruiting Don’t Em- July 2017 2018 Net
Harder Recruit Easier Don'tKnow : ploy Staff Net Score Score Change
Auckland-
31.1% 32.4% 41% 5.4% 27.0% 231 27.0 3.9M
Northland
Waikato-Bay of 43.2% 33.0% 22% 4.0% 17.6% 26.4 41.0 14.671
Plenty
East Coast North
Island helte 421% 249% 48% 167% 194 317 1234
Taranaki-
32.9% 40.1% 0.0% 6.6% 20.4% 248 329 8
Manawatu
WC-Tasman-
29.2% 21.5% 1.5% 6.2% 42.0% 16.0 27.7 N7
Marlborough
Canterbury 45.0% 28.9% 0.6% 5.0% 20.6% 309 44.4 13.51
Otago-Southland 35.1% 36.2% 2.2% 27% 23.8% 26.9 329 6.0
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Il Greatest Concerns for Farmers

9.1 Overall

Inthe January 2018 survey, the single greatest concern across all farms is
regulation & compliance costs, followed by the weather, and farmgate &
commodity prices. Although regulation & compliance costs remain the aspect of
most concern, it has become less important than six months ago (when it was the
at the highest level of concern since the survey began in July 2009). The previous
survey (July 2017) saw the emergence of factors related to environmental
aspects of farming, which appear to be have become more focused in this survey
iteration on:

1. The weather thanks to very dry weather in many parts of the country, and

2. Climate change with the heightened likelihood of livestock emissions being
included in the Emissions Trading Scheme.

Concerns with staffing have become more relevant over the past three surveys
as farms are experiencing more difficulty with their ability to recruit. Following
the general election, concerns with the political situation were more prevalent.

Compared to previous years, concerns with biosecurity (pests & diseases) has
become more evident and is at the highest level ever seen in these surveys. The
cattle disease Mycoplasma bovis is the likely culprit. Farmgate & commodity
prices continue to be less of a concern, a trend that has been evident since
January 2015.
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Figure 9.1 Top twelve greatest concerns for farmers: all farms (July 2017
versus January 2018)
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Table 9.1 shows the top twelve greatest concern for all farm types over the last
three surveys. Comparatively, viability & profitability have become less of a
concern as a trend over the past year possibly reflecting the strong recovery
seen in commodity prices and farm incomes evident inrecent surveys. In
contrast, the weather has become much more of a concernrecently, with warmer
than normal temperatures that have occurred this summer and droughts
declared in the lower North and South Islands.

Table 9.1 Top twelve greatest concerns over the 3 most recent surveys
(January 2017-January 2018)

Jan-17 Jul-17

Farmgate & commodity prices

rmgate & commodity prices 5 Weather 12.0%
Public perceptions of farming Farmgate & Commodity Prices

Debt, interest rates &banks 6.9% : Environment 7.9% : Climate Change Policy &ETS 71%
Public perceptions of farming 6.4% : Debt, Interest, Banks 5.1% : Public Perceptions 6.4%
Weather 5.6% : Weather 4.4%  Political Situation 6.1%
Environmental sustainability 5.4% : Staffing 4.4% : Staffing 5.4%
Economic situation 4.5% i Climate Change Policy &ETS 3.5% i Debt, Interest, Banks 5.4%
Input costs 3.0% : Political Situation 3.5% : Pests, Disease &Biosecurity 5.0%
Climate change policy &ETS 2.5% Environment
Exchange rate 2.4% : Industry specificissues
Industry specific issues 2.2% | Feedandgrazing 2.4% Feed & Grazing 2.9%

Please refer to Appendix for more detail
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9.2 Industry Groups and Regions

B Asatrend, the weather has become substantially more of concern for Dairy
(11%) and most particularly Meat & Fibre (14%) industry groups and has
eclipsed farmgate & commodity prices for the first time January 2015. The
weather was a particular concern for farms in Taranaki-Manawatu (21%)
and Otago-Southland (25%) regions, reflecting the more extreme drought
conditions in those regions.

® Regulation & compliance costs are the most important concern for all
industry types, except for ‘Other’ farms (that are most concerned about the
current political situation; 20% compared to 6.9% average all farms).
Regulation & compliance costs are also the most substantial area of concern
for allregions except for those that were experiencing drought conditions
(see above).

B Farmgate & commodity prices were more of a concern to Arable farms
compared to all other industry groups, and to Auckland-Northland and
Canterbury, compared to all other regions.

m Climate change policy and ETS were a secondary concern for Waikato-Bay
of Plenty and the East Coast North Island.

B Pests & biosecurity (all farms:5.0%, increased from 0.5% six months ago)
have noticeably become an aspect of concern for Dairy and Arable industry
groups, and in the East Coast North Island, WC Tasman-Marlborough, and
Canterbury regions. However, the region with the most concern was Otago-
Southland (9.2%).
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Bl Highest Priority for Government

10.1 Overall

The most important government priority identified by all farms (Figure 10.1) in
January 2018 is biosecurity, which has nearly trebled in importance over the past
six months (from 8% in July 2017 to 21% in January 2018). The increased priority
is likely to be associated with the finding of Mycoplasma bovis in dairy farms in
July 2017. The disease is arisk to both dairy and beef cattle farms, spread through
nose to nose contact.

The second most important government priority is the economy & business
environment, which has remained fairly steady at 15 to 16% over the past year.
Fiscal policy, supporting agriculture & exporters, and water storage have
become more important priorities over the past six months; social issues, and
the environment have become less important priorities.

Figure 10.1 Top twelve perceived highest Government priorities for all farms
(July 2017 versus January 2018)
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In January 2018, when asked to consider the top twelve perceived highest
government priorities, the farmers who took part in this survey answered (Table
10.1):

B Regulation & compliance costs have become a less important priority over
the past year, whereas economy & business environment remains a stable
second government priority.

m Fiscal policy has become more important over the past six months, as has
water storage, employment & skills, and supporting agriculture & exporters.

B Biosecurity has become a significant priority.

Table 10.1 Top twelve perceived highest Government priorities for all farms
over the 3most recent surveys (January 2017-January 2018)

Jan-17

gulation & compliance costs

Re-Election 4 Regulation & Compliance Costs

Socialissues Fiscal Policy

Fiscal policy 5.4% : Social issues 6.8% : Supporting Ag &Exporters 6.8%
iuppoprig?g agriculture and/or 5.1% i Environment 4.9% i Employment & Skills 4.1%
Rural &rregions 4.5% : Rural &regional development 4.5% : Water Storage 3.9%
Re-election 4.4%  Research &5Science 4.5% | Rural &Regions 3.8%
Monetary policy 3.9% : Employment & Skills 4.2% : Research &Science 3.7%
Trade policy 3.5% :Xuppopri;?g agriculture and/or 3.5% : Sociallssues 3.0%
Environment 3.4% : Fiscal Policy 2.9% : Environment 2.2%
Reduce Immigration 3.2% Water storage 2.4% | Transport, Communication, Energy 1.7%

Please refer to Appendix for more detail
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10.2 Industry Groups and Regions

B Biosecurity is the greatest priority for Dairy (21%) and Meat & Fibre (22%)
farms in particular, and to a lesser extent arable farms (18%). It was also
the greatest priority in the following regions: Auckland-Northland (28%),
Canterbury and Otago-Southland (25% both respectively), WC-Tasman-
Marlborough (20%) and Waikato-Bay of Plenty (19%).

B Fiscal policy (20%) and economy & business environment (20%) are the
greatest priority to ‘Other’ farms.

m Water storage is amore important priority in Otago-Southland and the East-
Coast North Island but not to any particular industry type.

® Reducing immigration was prioritised only by farms in Auckland-Northland
regions (13.5%) compared to everywhere else (0.3%).
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Il About this Survey

1.1 Research Design

Federated Farmers have been conducting biannual Farm Confidence Surveys
since July 2009. These surveys aim to measure farmer confidence over eight key
issues faced in the farming profession and community. Members of Federated
Farmers are invited to complete these surveys, which run in January and July
eachyear.

The January 2018 survey was completed for Federated Farmers by Research
First, New Zealand's leading agricultural market research company. The online
survey received 1070 responses from farmers in four industry groups over 24
provinces (condensed into 7 regions) across New Zealand (Table 11.1).

Table 11.1 Completed surveys by region compared to a recommended

weighting
Number of
Respondents January 2018 Weighting %
Auckland-Northland 74 6.9% 6.1%
Waikato-Bay of Plenty 273 25.5% 23.8%
East Coast NI 126 11.8% 11.0%
Taranaki-Manawatu 167 15.6% 153%
WC-Tasman-Marlborough 65 6.1% 5.5%
Canterbury 180 16.8% 19.0%
Otago-Southland 185 17.3% 19.4%
Total 1070 100% 100%

Similar for all Federated Farmers' Farm Confidence Surveys, results must be
treated with some caution. Although the sample reported here is a large one, it
is a self-selected sample. Also, smaller numbers of Arable and ‘Other’ types of
farmers mean that results for these industry groups may vary more from survey
to survey than for Dairy and Meat & Fibre farms.

11.2 About Net Scores

Anet score is an index ranging from -100 to +100 that measures the skew of
allresponses towards one of two possible ‘extreme’ responses to a question.
Typically, and in the case of this survey, the net score is calculated by subtracting
the proportion of 'negative' responses (e.g. decrease, worsen etc.) from the
proportion of ‘positive’ responses (e.g. increase, improve etc.). A score of -100
describes a scenario where all responses were negative, 0 reflects that an equal
proportion of people responded positively as did negatively, and +100 would
mean that all responses were positive.
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Bl Appendix

12.1 January 2018 Respondents by Industry Group and Location

Northland/Auckland 74 t East Coast
° North Island 126

Waikato/Bay of Plenty 273 , w )

Taranaki/Manawatu 167 §§ 2%
5%
West Cost/Tasman/
Marlborough 65 °
N |
'ﬂ\ Canterbury 180
Otago/Southland 185

Meat &
Fibre

Total: 1070

12.2 Further Survey Detail

‘Other’ farmers include: Bees, Goats, High Country and Rural Butchers.

12.2.1 The seven regions relate to Federated Farmers’ provinces:
® Auckland/Northland: Northland and Auckland provinces

= Waikato/Bay of Plenty: Hauraki-Coromandel, Waikato, Bay of Plenty, and
Rotorua-Taupo provinces

= East Coast North Island: Gisborne-Wairoa, Hawkes Bay, Tararua, and
Wairarapa provinces

= Taranaki/Wanganui/Manawatu: Taranaki, Ruapehu, Wanganui, and
Manawatu-Rangitikei provinces

= West Coast/Tasman/Marlborough: Golden Bay, Nelson, Marlborough and
West Coast provinces

= Canterbury: North Canterbury, Mid Canterbury, and South Canterbury
provinces

= Otago/Southland: North Otago, Otago, and Southland provinces
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12.2.2 Concerns for Farmers: Full List and Detail
m Climate Change Policy &ETS

m Debt, Interest, Banks

= Don't know

® Economic Situation

= Environment

m Exchange Rate

B Farmgate & Commodity Prices
® Feed & Grazing

® Industry Specific Issues

m Input Costs

B Local Govt &Rates

m Other

m Pests, Disease & Biosecurity

m Political Situation

B Public Perceptions

= Regulation & Compliance Costs
m Staffing

= Viability & Profitability

m Weather
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12.2.3 Priorities for Government: Full List and Detail

Biosecurity

® Climate Change Policy &ETS

Earthquake Recovery

Economy & Business Environment
Employment & Skills
Environment

Fiscal Policy

Housing

Industry Specific Issues

Local Govt Reform

Monetary Policy

Nothing/Don't know

Other

Reduce Immigration
Re-Election

Regulation & Compliance Costs
Research & Science

Restrict Overseas Investment
Rural &RRegions

Social Issues

Supporting Ag & Exporters

Tax Reform

Trade Policy

Transport, Communication, Energy
Water Storage

Welfare Reform
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