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Foreword from the
Chief Executive
At the Treasury we are motivated by our vision of working
towards higher living standards for all New Zealanders.
Pursuing this vision means that we apply our efforts and
expertise beyond just the Budget and economic policy matters.
This includes operational activities that also complement the
Treasury’s and the Government’s aims of building an economy
that is productive, inclusive and sustainable.
New Zealand Export Credit (NZEC) is one example, with
the mandate to complement the private sector to help
exporters mitigate international payment risks, and to
access additional finance to enable their export sales.
In recognition of the important assistance that NZEC
solutions provide to exporting businesses, the Treasury
recently made some internal changes to help NZEC
further build on its success. This includes its integration
into the Treasury’s new Capital Markets directorate,
which encompasses New Zealand’s export credit and
debt management services, as well as oversight of the
Crown’s financial institutions.
Closer integration within the Capital Markets directorate
provides NZEC with access to a wider middle and back
office shared support, as well as a new Capital Markets
Advisory Committee. This committee will have broad
representation of external expertise as well as members
from the Treasury’s Executive Leadership Team.

Our shared objective is to work alongside other
government agencies, private banks and insurers, and
industry associations to enhance the knowledge and
capacity of our exporting businesses, of all sizes, as
they enter new markets or seize growth opportunities.
Supporting the diversification of our export markets
and value-added goods and services is one important
step towards building a more resilient, productive and
inclusive economy.

Gabriel Makhlouf
Secretary to the Treasury
27 November 2018
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Purpose
The New Zealand Treasury is responsible for the
operations of New Zealand’s official export credit agency,
delivered under the New Zealand Export Credit (NZEC)
brand.
The purpose of NZEC is to promote and support
New Zealand exports and the internationalisation of
New Zealand companies by helping exporters and their
integral domestic suppliers to:

The New Zealand Government’s economic growth
strategy includes policies and actions which NZEC
solutions can support, including:
•• supporting the diversification of New Zealand’s export
markets and value-added exports
•• creating skilled jobs and encouraging increased
participation by small-medium enterprises (SMEs),
Māori and regional businesses, and

•• mitigate payment risk

•• strengthening international connections.

•• secure sales, and

Our role is to complement the private sector where
market gaps exist or their risk appetite or capacity
is limited. In the process, we support commercially
viable exports that may not have otherwise occurred,
by providing security and capacity to exporters to grow
their exports, establish a new trading relationship and/or
enter a new market.

•• access finance to enable trade.
We report to the Minister of Finance, and work alongside
other internationally facing government agencies (known
as “NZ Inc”) to support the Government’s objective
to build an economy that is productive, inclusive and
sustainable.
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Summary of Performance for
the year ended 30 June 2018
Supporting exporters’ growth and
diversification
During 2017/18, a total of NZD 127 million of new exposure
was underwritten. This enabled 42 exporters to deliver
goods and services worth a total of NZD 207 million into
27 countries. In the absence of this support, these exports
would either not have proceeded, or else may have
proceeded with greater risk or delay for the exporter.
The economic benefits arising from this support include
the diversification of export markets and the business
growth of exporters across different sectors and regions.
Twenty-one of these export destinations were outside
of New Zealand’s top export markets, and our support

often helped an exporter to undertake its first project or
shipment into a new market or with a new buyer.
Examples range from an exporter increasing sales of
livestock handling equipment into England, to consultancy
services with a Papua New Guinea government agency;
from the delivery of a real-time bus tracking system into
the United States, to horticultural equipment sales to a
new Turkish buyer.
Key performance deliverables, in support of exports and
exporters, are summarised below.

Figure 1 – Key Performance Deliverables
2016/17
(Full-year)

2017/18
(Full-year)

47

45

$182m

$207m

48

42

Total New Exposure Underwritten

$112m

$127m

Total Exposure Repaid/Expired

$165m

$133m

Objective
Number of Policies issued
Value of Export transactions supported
Number of Exporter customers

1

1 An exporter customer is a firm whose exports directly benefitted from a policy during the last 12 months.
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Over two-thirds of the policies issued supported higher value-added goods, technologies and services. This ratio is
consistent with the diverse segmentation of all our customers by sectors, as represented in Figure 2.

Figure 2 – Customers by Sector (life to date)
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Our export customers are predominately small and medium
enterprises (SMEs). However, as represented in the graph
Sectors
below, our solutions can also benefit larger exporters to sell goods and deliver projects into new or emerging markets.

Figure 3 – Customers’ breakdown by annual turnover (life to date)
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Demand for our products is influenced by the capacity
and appetite of the trade credit insurers and banks
to assume financial risks in support of exports. Over
the last three years the private market’s capacity and
willingness for risk has remained relatively steady. As
a result, our key performance deliverables have been
impacted by:

An important function of New Zealand Export Credit is
focused on ‘crowding-in’ the private sector by actively
demonstrating the creditworthiness of a foreign buyer
and/or the performance and profitability of the exporter.
Over the past year, several short-term trade credit and
loan guarantee customers have been able to transition
to full private sector support. This is particularly relevant
for newer or high-growth exporters, who build export
experience, profitability and capacity off the back of
NZEC-supported shipments or project.

•• lower value (median credit value $820k) and shorter
tenor (median tenor: four months) policies
•• lumpy demand for our export credit, bond and loan
guarantees, and

While the total number of policies issued were similar
to previous years, there was a higher concentration of
short-term trade credit policies, and historically lower
demand for contract bond and loan guarantees.

•• an increase in non-renewals of expired policies.

Figure 4 – Policies, exports and exposure underwritten by product
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Export Credit
Guarantee

Short Term Trade
Credit Insurance

The Export Credit Guarantee covers credits or loans,
greater than one year, provided to foreign buyers of
New Zealand capital goods and related services. It
underwrites commercial or political risk events that
result in the foreign buyer failing to make its repayments
as they fall due.

The Short Term Trade Credit product covers the risk of a
foreign bank or buyer failing to make short-term credit
payments due to political or commercial events.

Utilisation of this support remains low, with one policy
issued in support of medical-related equipment into
Chile. The level of enquiries remained steady throughout
the year, primarily related to specialised machinery
valued less than NZD 2 million, and often between a SME
exporter and a SME buyer. However the assessment and
creditworthiness of this profile of buyers, combined with
the challenges in obtaining private sector financing for
smaller value, cross-border loans, contributed to this
low utilisation of export credit guarantees.
Identifying and structuring export credit guarantee
solutions, particularly for medium to large sized
exporters with export contracts over NZD 5 million,
continues to be a priority. One initiative, in particular,
is focused on identifying opportunities to co-insure or
reinsure with other export credit agencies, on projects
involving a New Zealand joint contractor, including
within New Zealand.

Applications are only accepted from exporters that
have been declined by a private trade credit insurer.
Our support is provided with the objective of helping an
exporter to establish a positive trading history with a
new buyer, or grow their export turnover and number of
insurable buyers. This, in turn, may result in the private
insurers stepping in to provide future cover.
During the year, this product underwrote over NZD
146 million of exports into 18 countries, including Algeria,
Bangladesh, Brazil, Mauritius, Nepal, Pakistan, and
Turkey. These countries are outside of New Zealand’s top
ten export markets, and demonstrates how this solution
can support the diversification of New Zealand’s
international markets.
Current demand for open-account, trade credit
insurance is arising from exporters who are:
•• new or small businesses that are wanting to insure
small value shipments (eg, less than NZD 100,000) to
a single buyer into a new market, or
•• selling to buyers in emerging markets that the private
market currently has limited or no risk appetite for eg,
Papua New Guinea.
Co-insurance was also provided alongside private
insurers in situations where an insurer had limited
capacity on a creditworthy buyer. Provision of this
‘top-up cover’ enabled an exporter to sell more to its
buyer with the confidence of full payment insurance
protection.
There remained steady demand for cover of foreignbank issued letters of credit in circumstances where
New Zealand banks had limited credit capacity or a
correspondent bank relationship. This year, the majority
of demand related to banks in the Middle East and Asian
regions.
An example of how NZEC’s trade credit insurance helped
an exporter to secure and finance a significant contract
was Dunedin ICT company, TracPlus.
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TracPlus sells tracking systems so organisations
can see the locations of all their vehicles, planes
and boats at one glance. When TracPlus secured a
contract with the California Department of Forestry
and Fire Protection (CAL FIRE) their 75-day payment
terms created a crippling scenario. “I needed a
loan to help cover a two month period between
paying my hardware supplier and being paid by
CAL FIRE”, says Trevor McIntyre, CEO of TracPlus.
The solution was a specific trade loan, with NZEC’s
trade credit insurance mitigating the risk of nonpayment by CAL FIRE for this single shipment.
“With the support of NZEC and our financier, we
have been able to deliver this contract which is a
significant step for us and is transforming how the
market see us”, says Mr McIntyre.

Since this product was introduced in 2009, 82% of our policyholders have subsequently received cover from private
trade credit insurers. During the year, several exporters obtained private sector cover on foreign buyers after we had
successfully underwritten their sales over the last one to two years.
One milestone achieved during the year was reaching a total of NZD 1 billion worth of exports supported via this short
term trade credit product, since its introduction in 2009. Figure 5 summarises the key elements and benefits arising
from this support.
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Figure 5 – $1 Billion of exports supported by New Zealand Export Credit’s Short Term
Trade Credit Insurance visual summary
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Surety Bond
Guarantee

General Contract
Bond Guarantee

A surety bond is a financial guarantee which provides
assurance to a buyer that the contracted work will
be performed and/or any losses incurred due to a
contractor’s non-performance will be indemnified.

A contract bond is a financial guarantee that protects
a buyer from losses in the event the contractor fails
to perform its contractual obligations. The General
Contract Bond Guarantee is provided to an exporter’s
bank or specialist contract bond provider to support
the issuance of these bonds when the exporter has
insufficient collateral to secure the bond in addition to
their working capital facilities.

The Surety Bond Guarantee is provided to international
surety bond providers, and is a significant enabler for
many New Zealand firms to bid for United States or
Canadian federal or state funded projects, which require
100% surety bonds to guarantee the performance of
the project. This is because most New Zealand firms are
unlikely to be known by the offshore surety bond issuers,
nor able to meet their minimum financial criteria.
During the year, our surety bond guarantee enabled
three New Zealand companies to be awarded a range
of engineering, ICT and services projects in the United
States and Canada.
One of these companies was new to the United States
market, and it is expected that its NZEC-supported
project will be a reference site for the US market and
will provide increased awareness and confidence in the
technical abilities of this small, innovative exporter.

This year saw a significant decrease in demand for this
historically well-utilised product. There were several
market-related reasons for this decrease including:
repeat policyholders growing profitability and obtaining
increased credit support from their bank; several
exporters withdrawing from export markets; and projects
not being awarded or postponed.
Notwithstanding this decline in demand, the General
Contract Bond Guarantee helped New Zealand firms
secure a total NZD 21 million of multi-year, export
contracts spanning high-tech manufacturing, and
educational services projects.
Higher utilisation of the General Contract Bond
Guarantee is forecast for 2018/19. This assumption is
based on an anticipated increase in demand from new
exporting customers, as well as high-growth, repeat
customers likely to secure new international projects
which require high bond amounts.
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Loan Guarantee
Our Loan Guarantee is provided to banks as security to enable proven exporters to access additional loan facilities to
deliver on export contracts.
Utilisation was lower this year, in part due to many enquiries and applications not meeting our credit standards. One
notable transaction was supporting, for the first time, an international tourism business operating from Queenstown,
New Zealand.

After successfully operating “Jucy Snooze” hotels
in Auckland and Christchurch, the Jucy Group
had their eye on Queenstown. When the ideal
premises came up they were keen to seize the
opportunity. The challenge for Jucy and its bank
was to fund the fit-out costs for this new hotel,
while also supporting the cashflow demands
of their other tourism-related services. With
international tourism being New Zealand’s biggest
export earner, NZEC had the mandate to provide
its Loan Guarantee support. The Loan Guarantee
underwrote additional bank lending for the
internal renovations, which included capsulestyle sleeping pods. The benefit for Jucy includes
accessing additional finance which can be repaid
from the hotel’s revenue. For Jucy this support is
already paying off. “Since our opening this year,
our international visitor occupancy rates have been
consistently high, which is a great boost for the
region’s accommodation capacity”, says Jonathan
Duncan, Jucy Chief Financial Officer.
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Manage risks appropriately and sustainably
A core NZEC function is to assess, accept and manage
higher levels of commercial and political risks – where
market gaps exist or private sector capacity or risk
appetite is limited – in order to facilitate the success of
New Zealand companies in international markets.
We have a small and very experienced team to assess
and manage these risks. We are supported by an external
Technical Advisory Committee (TAC), who provide
specialist advice on transactional and portfolio risk
management to the Secretary to the Treasury, via the
Director, Capital Markets. TAC’s responsibility includes
reviewing and advising on the majority of credit risk
assessments.
Engagement with other export credit agencies, including a
formal services arrangement with Sweden’s export credit
agency (Export Kredit Namnden – EKN) also are valued
sources for assessing country and foreign bank risk.
Foreign buyer repayments and New Zealand exporter
performance are monitored on a monthly basis, and
all policies with payment delays (beyond 10 working
days) or adverse performance are actively managed.
All policies are reviewed quarterly and premiums are
reviewed in the context of potential future claims and the
adequacy of premium rates applied to those policies.
These risk assessment and monitoring processes are
designed to manage risk to a reasonable level rather
than eliminate all risk of loss. NZD 4.44 million of claims
were paid during the year. These claims related to the
insurance of the non-payment of New Zealand goods by
a Brazilian corporate, as well as the indemnification of

performance guarantees relating to projects in Indonesia
and Australia.
We work closely with the indemnified exporters and
banks to mitigate losses and, as a result, NZD 1 million
of recoveries (amounts collected by NZEC after paying
claims) was obtained during the year.
NZEC follows the OECD Arrangement on export credits
and pricing, as well as its own Crown mandated
criteria and prudential limits. Our objective is to cover
all operating costs and claims from premiums and
fees. However, typical of an export credit agency that
underwrites risks on countries, markets and businesses
where political stability and commercial success are
uncertain, this full cost-recovery objective is measured
with a longer-term perspective.
As at 30 June 2018, the NZEC risk portfolio, including
committed offers, was valued at NZD 152 million across
54 policies (as compared to a total NZD 147 million risk
portfolio across 58 policies at 30 June 2017). The majority
of commercial risks are unrated companies and banks
that we have assessed as having a median risk grade
equivalent to a BB- credit rating.
Country risk exposures are spread across 21 countries, with
the largest concentration on the United Kingdom (38%)
as a result of several bank and corporate counterparty
exposures. The second-highest concentration country risk
(17%) is on New Zealand (reflecting those New Zealand
firms whose performance NZEC underwrites) and the third
highest is on Sri Lanka (13%).

Back row: Andrew Hagan (Acting Director of Capital Markets) and New Zealand Export Credit team members.
Front row: Linda Robertson, Burke Steel and Martin Jones (Technical Advisory Committee members).
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The exposure distribution by the sector of risk counterparty is:
Financial Service is the largest sector, representing 41% of our counterparty exposure via our
coverage of letters of credit issued by foreign banks.
Food and beverage is the second largest sector, accounting for 26% of our counterparty
exposure.
Public Administration and Safety is the third largest sector, accounting for 16% of our
counterparty exposure, and primarily representing public entities.
The remaining sectors are spread across civil engineering,
retail, ICT, tourism, other services, and primary sectors.
These sector concentrations are mitigated by being
disbursed across a range of geographies.
The largest exposure by counterparty equates to 15% of
total committed exposures, as at 30 June 2018. The next
two largest counterparty exposures are 13% each.

One way to balance future risk concentrations is through
facultative (single risk) reinsurance with other export
credit agencies and multilateral insurers. While no
reinsurance is currently taken, it remains an option both
as a means of assisting New Zealand exporters access
larger contracts as well as helping manage our risk
concentrations prudently.

Building awareness and
improving engagement
Another operational objective is to educate businesses
about the financial challenges and risks of international
trade, as well as highlight the solutions (private and
NZEC) that can support their export aspirations.
Building this awareness and understanding occurs
through various stakeholder channels (including banks,
trade credit insurers and brokers, industry groups, and
government’s export-promotion agencies) as well as
through direct exporter engagements.
This year 464 face-to-face external engagements were
conducted, including 39 presentations to external
groups (including via webinars), as summarised below.

Figure 6 – Education seminars delivered
during 2017/18
2016/17
Actual

2017/18
Actual

Number of NZEC presentations
at exporter events

12

14

Number of NZEC presentations
to NZ bank staff

49

13

Number of NZEC presentations
to export-facing agencies
(Government & Industry)

14

12

Objective
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Phil Quinn, New Zealand Export Credits’
Senior Business Originator presenting
on “driving bigger, better, faster sales”
at Fieldays 2018 alongside New Zealand
Trade and Enterprise.
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Collaboration with other New Zealand government export promotion agencies is also a priority, which enables
stronger alignment and the ability to promote the full range of services available to exporting businesses. Agencies
include New Zealand Trade and Enterprise (NZTE), Ministry of Foreign Affairs and Trade (MFAT), and Ministry of Primary
Industries (MPI). Regional economic development agencies are another important conduit to reach New Zealand
exporters and their integral domestic suppliers. Figure 7 represents the regional spread of our customers to date.

Figure 7 – Customers (historical) by region

Number of exporters supported
1-9
10-24
25-49
50+

With 60% of policies expiring during this last year, with no policy renewal, it is important to maintain a pipeline of new
and repeat customers. At a time when the private market supply and risk appetite is relatively strong, new business
generation can be attributed to the marketing and stakeholder relationship efforts of the NZEC team.

Figure 8 – New and repeat NZEC policy-holders
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There are also other benefits that we provide which are
not captured in our standard measures, such as assisting
businesses to obtain private sector support which they
may otherwise not have considered or obtained. There
are also examples where our market experience and due
diligence highlights risks which help inform an exporter
to decide not to export to a new market or buyer.

For example, our due diligence on a foreign buyer
raised suspicions that the financial statements were
fraudulent. Further investigation via our international
networks confirmed the buyer was fraudulent and the
SME exporter was saved from a potentially expensive and
stressful experience.

International connections
Our international connections help identify and facilitate
export opportunities for exporters, while also enhancing
the quality of risk assessments and potential reinsurance
opportunities.
Connections with NZTE’s offshore teams and MFAT
are important, particularly to coordinate support
and information sharing in respect to firms that both
organisations are supporting.
Relationships with other export credit agencies are also
important for sharing market information, case studies,
comparisons of operational processes, and new product
developments (particularly for SME exporters).
During the year, we participated in three conferences
of the Berne Union, an association of export credit
agencies, multilateral and private political risk insurers
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from 76 countries. Collectively, the Berne Union
members insured thirteen percent (USD 2.3 trillion) of
the world’s exports during 2017.
The Head of NZ Export Credit was Chair of the Berne
Union Prague Club Committee, an association of smaller
and younger export credit agencies. This role included
representing the Prague Club members in the Berne
Union’s Management Committee, as well as supporting
the planning and chairing of conferences.
This engagement helped build a wider network of
international partners who are committed to sharing
information and experiences, which assist in our
respective roles of facilitating and underwriting
international trade.
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The Year Ahead
As global economies and geo-political risks continue
to fluctuate, there is a continued focus to develop our
expertise, networks and systems to responsively help
New Zealand exporters to trade and compete with
confidence. This includes being proactive in identifying
solutions (either private sector or NZEC) that enable
these exporters to optimise opportunities which they,
their buyer and/or their bank may not have properly
considered.
Strengthening relationships with banks, insurers and
business advisers is also a priority in order to assist with
the education and marketing of our solutions, especially
to regional businesses. The provision of our solutions
to New Zealand domestic firms that supply goods and
services, which are integral to an exporter, also provides
opportunities to a wider range of businesses including
those within the regions.

Building this awareness and knowledge will also require
closer collaboration with government and regional
economic development agencies.
Our objective of supporting exports, where the private
sector lacks capacity or willingness, must also be
balanced by prudent risk assessments and management.
This coming year the governance and assurance of NZEC
operations will be enhanced, including an external
review of our risk management framework.
For the year ahead NZEC will continue to work in close
partnership with New Zealand exporters, banks, insurers
and government agencies, with the aim of enabling
New Zealand businesses to enter, diversify, and succeed
on the world stage.
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