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Summary (2-3 key points) 

•  The company is under some stress and essentially limiting lending to strong 
cashflow consumer business and existing clients 

•  Little prospect exists of finance industry funding for property development in the 
near future – developers will need more equity 

• Dairy conversion lending from all sources including banks could be limited in the 
immediate future. 

 

A  Lending 
 
After a $155m loss, largely on property related loans, the company is constrained in 
lending, seeking to call in funds as they mature. 
 
Banks and finance companies have all cut back on loan to value ratios.  Finance 
companies have suffered big losses on second mortgages.  Customers’ profits are 
down, in turn affecting South Canterbury.   
 
Gross new lending over the last year would be around $50m, but net is down by 
$100m.  Property lending has ceased.  Cashflow is the key criterion – asset values are 
largely irrelevant now.  This has wide effects including on trucking fleets. 
 
No new rural lending has been undertaken for some time.  Improving dairy prices help 
but have not changed the basic position.  Large dairy farms are struggling to refinance, 
although smaller dairy farms are finding it easier.  Few dairy farmers are in significant 
strife now.  Banks are not lending on new conversions right now.  Some Canterbury 
dairy farmers face a very high cost base - $800 to $900 per hectare pa for irrigation. 
 
Vendor finance could become more significant for farm sales.  Dairy Holdings – a 
related large farm owning company is looking very closely at costs – such as 
negotiating bulk power concessions. 
 
In property, lifestyle blocks are continuing to sell, but Queenstown and coastal property 
is not selling. Migrants and population growth are supportive and outer commuting 
areas around Christchurch such as Rolleston and Pegasus are doing well. 
 
Unlet commercial property is very hard to move with yields moving up from 6% to 
8/9%. 
 
Consumer finance is under relatively little stress and is an area of growth for South 
Canterbury. 
 
 
B          Funding and Margins 
 

Funding issues are key for next year – to move out of impaired loans.  The 
Government guarantee is very important. 
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