Agribusiness Industry Roundup
January 2009
Publication No. 901

Agribusiness Industry Roundup

Overview
 The Bureau of Meteorology’s latest Drought Statement reported that below average rainfall
over January 2009 in the south-eastern part of Australia had increased rainfall deficits
affecting the southern parts of South Australia and Victoria although the deterioration in
conditions had been alleviated by rain in November 2008 and December 2008.

 The Bureau in its Rainfall Outlook for the period February 2009 to April 2009 advised that
the odds had increased for higher than average rainfall across much of Australia due to
cooling in the Indian Ocean although the likelihood of above average rainfall was most
likely in Western Australia.

 Shares in a number of listed agribusiness companies showed the impact of the worldwide
economic downturn with substantial impairment charges flagged by Australian Vintage, and
Warrnambool Cheese & Butter flagging lower profitability due to lower world dairy prices
and Gunns forecasting lower exports due to the downturn in the Japanese economy.

Listed Company News
Australian Agricultural Company Limited (AAC)

 AAC announced on 3 February 2009 that it expected to report a loss for the year ended
31 December 2009 of between $39m - $42m as the impact of drought and mark to market
costs of interest rate swap positions and cattle impacted on profitability.

 AAC also announced on 3 February 2009 that it expected an improved outlook for its
upcoming year as it expected to be positively impacted by substantial rainfall across the
majority of its property portfolio, lower grain, interest and fuel prices, and the benefit of a
lower Australian dollar on its international competitiveness.

Australian Vintage Limited (AVG)

 AVG announced on 30 January 2009 that as part of the outcome of its strategic review it
expected to incur impairment charges of $120m after tax in relation to cost of grape
purchases, stock value adjustments and intangible values.

AWB Limited (AWB)

 AWB announced on 19 January 2009 that estimated pool returns for its 2007/08 No.1, No.2
and No.3 pools remained unchanged.

Futuris Limited (FCL)

 FCL announced on 29 January 2009 an EGM to change its name to Elders Limited from 30
April 2009.

Great Southern Limited (GTP)

 GTP announced on 20 January 2009 that investors in its two Beef Cattle MIS had voted to
exchange their interest in the schemes for shares in GTP but that none of the forestry
plantation MIS schemes had achieved the required majority to enable transfer of scheme
ownership to shares in GPT.

 GTP announced on 2 February 2009 that between 13% and 27% of investors in its forestry
MIS had accepted the individual offer option to convert their interest in their MIS scheme to
shares in GPT.
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Gunns Limited (GNS)

 GNS announced on 3 February 2009 a warning about demand for wood chip products as
feedback from the company’s Japanese customers indicated ongoing reduction in
requirements from GNS due to the economic downturn.

PrimeAg Australia Limited (PAG)

 PAG announced on 20 January 2009 a soft profit warning as the impact of lower winter
crop harvest, reduced summer crop expectations and lower realised prices were likely to
adversely affect full year earnings.

Timbercorp Limited (TIM)

 TIM announced on 14 January 2009 that valuation decrements in relation to the
Timbercorp Primary Infrastructure Fund and the Timbercorp Orchard Trust would result in a
$3.5m reduction in TIM’s NPAT in the current financial year.

Warrnambool Cheese and Butter Factory Limited (WCB)

 WCB announced on 20 January 2009 that due to substantial declines in international dairy
prices it would reduce its milk price paid to suppliers from 1 February 2009 with prices cut
from around 46¢/litre to around 35¢/litre. The latest reduction reflected an annualised
reduction of 12% in prices paid by WCB to suppliers.

Dairy
 Dairy Australia reported that milk production for the month of December 2008 was up 6.2%
from the prior year as production in all states apart from New South Wales increased from
the prior year.

 Major producers including National Food, Bega and Murray Goulburn all announced
material cuts to the prices paid to dairy farmers with cuts of around 40% in farm gate prices
implemented.

Grains
 ABARE’s wheat supply and export report showed that wheat exports in December 2008
were 1.16m tonnes more than double the export figure for November 2008 with major
destinations being Indonesia, Iran and the United Arab Emirates.

 The United States Department of Agriculture’s Wheat Outlook forecast steady aggregate
world production despite substantial declines in Argentinean production (down 1.1m tons)
and upward revisions to Russian and Ukrainian production (up 1.1m tons). Although
aggregate production remained unchanged, demand forecasts were reduced substantially
as increased barley feeding in the EU due to lower barley prices was likely to reduce wheat
consumption.

 The United States Department of Agriculture’s Rice Outlook forecast another increase in
world production to 439.7m tons for 2008/09 which will represent record production
volumes and 2% above last year’s production reflecting expanded rice area. Pricing for
rice increased in January 2009 as government purchases and Indian export bans led to
firmer prices for all rice grades.
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Livestock
 The Eastern Young Cattle Indicator ended January 2009 at 312.25, which was down 7%
from the closing figure for December 2008 of 336.5.

Wine
 The Australian Wine and Brandy Corporation released figures showing that the volume of
wine exported in the year to 31 January 2009 declined by 9% or 69m litres with realised
prices also falling by around 8% to 350¢/litre.
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About The KordaMentha Research Unit

Background
KordaMentha is an independent professional services firm specialising in corporate
restructuring, corporate advisory and real estate services.
Our national practice spans all major cities in Australia and comprises in excess of 180 staff.
Internationally, we work in cooperation with AlixPartners, a global restructuring firm covering
North America, Europe and Asia.
Our partners, directors and staff have extensive experience across a broad range of industries
and our firm has a culture based on creative solutions and implementation. The strength of
KordaMentha’s experience makes us well placed to monitor, evaluate and comment on issues
and developments in industry, and in corporate restructuring, workouts and insolvency
generally.

Statement of Direction
The KordaMentha Research Unit aims to:

 develop intellectual property
 share our knowledge of specialist topics with insolvency stakeholders; and
 develop balanced solutions for issues in the industry.

Personnel
The KordaMentha Research Unit is headed by Andrew Malarkey
(amalarkey@kordamentha.com). KordaMentha Partners and Directors contribute to the
KordaMentha Research Unit.

Current Research
In addition to general publications, the KordaMentha Research Unit regularly publishes
Industry Roundups and Industry Vitals.
Industry Roundups provide a concise summary of recent news and development, covering a
number of industry sectors.
Industry Vitals provide a snapshot of key issues relating to selected industries.
All KordaMentha Research Unit publications can be accessed via our website –
www.kordamentha.com

The information contained in this communication is of a general nature and is not intended to address the
circumstances of any particular individual or entity. It does not constitute advice and should not be relied
on as such. Professional advice should be sought prior to actions being taken on any of the information.
Limited liability under a scheme approved under Professional Standards Legislation.
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