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The New Zealand Government has announced the commencement of two-way quarantine-free travel across the Tasman from
19 April 2021. This marks a key recovery milestone for New Zealand's global connectivity and inbound tourism industry. We
anticipate a strong demand response to the inflating of the bubble, particularly from the visiting friends and relatives (VFR)
cohort. Pent up demand will also be a driver of the leisure segment, albeit with the New Zealand Government actively
highlighting the risks for outbound travellers (which historically account for around half of Tasman travellers) with a strong
"flyer beware" message, international connections beyond the Tasman restricted (representing ~20% of pre COVID-19
passengers), and the likelihood of higher-risk groups less willing to travel, we expect overall demand to be at a modestly lower
level than pre COVID-19. Nonetheless, the commencement of quarantine-free travel will provide a major financial boost to
the beleaguered transport and tourism sectors and will result in near-term positive earnings risk to each of Air New Zealand
(AIR), Auckland Airport (AlA) and Tourism Holdings (THL).

Sentiment trumps fundamentals for the time being

We're NEUTRAL on each of AIA, AIR and THL, recognising that sentiment and uncertainty (each country reserves the right to close
their borders at short notice in the event of further outbreaks) will remain key drivers for the foreseeable future. Reopening
sentiment remains a short-term positive catalyst but we expect reopening reality will dampen the prospect of prolonged enthusiasm,
as investor focus ultimately reverts back to fundamentals.

Auckland Airport (AIA; NEUTRAL) — green zone to re-energise concession income

The Tasman represented ~41% of total international pax (including transit) at AIA in FY19, but excluding international
connections pure-Tasman pax represented ~30%. The high incremental margin of aeronautical and commercial activities at airports
means a meaningful uplift in pax will drive a significant improvement in profitability. We estimate that AIA is currently losing ~-
NZ$4m per month at the NPAT line. We estimate this could swing by up to ~+NZ$20m per month into profit generation under a full
pre COVID-19 demand Tasman scenario, driven by retail and aeronautical income. Assuming the bubble evolves into a broader
aviation recovery there should no longer be any concerns over AlA's next covenant test at 30 June 2022.

Air New Zealand (AIR; NEUTRAL) — welcome boost ahead of capital raise

Early capacity indications suggest AIR will initially apply 70%-110% of pre COVID-19 Tasman capacity subject to route. We estimate
that AIR's cash burn could reduce by up to ~NZ$30m per month excluding any ongoing benefit from working capital (forward
bookings) and potentially halve P&L losses, assuming pre COVID-19 Tasman demand and yields. We expect cash burn will
continue but down from 2H21 guidance of NZ$45m-NZ$55m per month to perhaps NZ$15m-NZ$25m per month. However, the rate
of cash burn would deteriorate in 1H22 given the end of government's PAYE deferral scheme from October 2021. P&L losses would
continue but the rate of net asset value (NAV) dilution would halve (to ~1.5c per month). The opening of the bubble is a timely boost
ahead of AIR's upcoming capital raise, which the company has said will be undertaken before 30 June 2021.

Tourism Holdings (THL; NEUTRAL) — losses to be partly mitigated

The seasonal nature and historic reliance on long haul demand for RV rentals means THL has less to gain from a trans-Tasman bubble,
when compared with AIA and AIR. Nonetheless, we expect a demand boost, which will partially offset material 2H21 losses and
further NAV dilution. We'd expect THL to increase its Tasman demand profile compared to pre COVID-19 given available capacity,
more attractive pricing and its dynamic, commercially minded, sales approach.
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Forsyth Barr Limited (“Forsyth Barr”) holds a licence issued by the Financial Markets Authority to provide financial advice services. In making this publication
available, Forsyth Barr (and not any named analyst personally) is giving any financial advice it may contain. Some information about us and our financial
advice services is publicly available. You can find that on our website at www.forsythbarr.co.nz/choosing-a-financial-advice-service
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Forsyth Barr’s research ratings are OUTPERFORM, NEUTRAL, and UNDERPERFORM. The ratings are relative to our other equity security recommendations
across our New Zealand market coverage and are based on risk-adjusted Estimated Total Returns for the securities in question. Risk-adjusted Estimated Total
Returns are calculated from our assessment of the risk profile, expected dividends and target price for the relevant security.

As at 5 Apr 2021, Forsyth Barr’s research ratings were distributed as follows: OUTPERFORM NEUTRAL UNDERPERFORM
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This publication has been prepared in good faith based on information obtained from sources believed to be reliable and accurate. However, that information
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In giving financial advice, Forsyth Barr is bound by duties under the Financial Markets Conduct Act 2013 (“FMCA”) to:
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e give priority to the client’s interests, and

e when dealing with retail clients, comply with the Code of Professional Conduct for Financial Advice Services, which includes standards relating to
competence, knowledge, skill, ethical behaviour, conduct, and client care.

There are likely to be fees, expenses, or other amounts payable in relation to acting on any recommendations or opinions in this publication. If you are Forsyth
Barr client we refer you to the Advice Information Statement for your account for more information.

Analyst certification: The research analyst(s) primarily responsible for the preparation and content of this publication ("Analysts") are named on the first
page of this publication. Each such Analyst certifies (other than in relation to content or views expressly attributed to another analyst) that (i) the views
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manner, including with respect to Forsyth Barr Limited and its related companies; and (ii) no part of the Analyst’s compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by that Analyst in this publication.

Analyst holdings: For information about analyst holdings in a particular financial product referred to in this publication, please refer to the most recent
research report for that financial product.

Other disclosures: Forsyth Barr and its related companies (and their respective directors, officers, agents and employees) ("Forsyth Barr Group") may have
long or short positions or otherwise have interests in the financial products referred to in this publication, and may be directors or officers of, and/or provide
(or be intending to provide) investment banking or other services to, the issuer of those financial products (and may receive fees for so acting). Forsyth Barr is
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or information) may have been provided by the issuer(s) being researched.

Investment banking engagements: For information about whether Forsyth Barr has within the past 12 months been engaged to provide investment banking
services to an issuer that is the subject of this publication, please refer to the most recent research report for that issuer’s financial products.

Managing conflicts: Forsyth Barr follows a research process (including through the Analyst certification above) designed to ensure that the
recommendations and opinions in our research publications are not influenced by the interests disclosed above.

Complaints: Information about Forsyth Barr’s complaints process and our dispute resolution process is available on our website - www.forsythbarr.co.nz.

Disclaimer: Where the FMCA applies, liability for the FMCA duties referred to above cannot by law be excluded. However to the maximum extent permitted
by law, Forsyth Barr otherwise excludes and disclaims any liability (including in negligence) for any loss which may be incurred by any person acting or relying
upon any information, analysis, opinion or recommendation in this publication. Nothing in this publication should be construed as a solicitation to buy or sell
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