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Overview
 The Bureau of Meteorology’s latest Drought Statement reported that below to very much
below average rainfall for February 2009 across south-eastern Australia increased the
rainfall deficits for the southern parts of South Australia and Victoria, with Victoria recording
its second driest start to a year on record. Northern Australia has benefited from above
average rainfall associated with the 2008/09 wet season.

 The Bureau in its Rainfall Outlook for the period March 2009 to May 2009 advised that the
likelihood of above average rainfall had increased markedly for the area running from
northern Queensland to South Australia due to warmer conditions prevailing in the Indian
Ocean. However, rainfall in other parts of Australia was only expected to reach average
rainfall levels.

 Listed agribusiness companies generally had a poor half year reporting season, as losses
and profit warnings outweighed the better prospects of companies such as ABB and
Graincorp on the basis of their expected benefits from improved cropping conditions and
the lower Australian dollar. Australian Vintage and Futuris were notable listed companies
that were impacted by heavy operating losses and impairment charges whilst AWB shares
halved in response to market concerns regarding its results and debt levels.

Listed Company News
Australian Agricultural Company Limited (AAC)

 AAC announced on 10 February 2009 a net loss after tax of $38.7m for the year ended 31
December 2008 reflecting the impact of drought during 2008 on its operations.

 AAC announced on 16 February 2009 it had entered into conditional agreements for the
sale of three of its Queensland stations (Clonagh, Kalmeta and Gregory Downs) for $152m
to Macquarie Pastoral Group, and also that it had entered into conditional agreements to
acquire two stations in the Northern Territory (Tipperary and Litchfield) from Dunkeld
Pastoral Group. The stations in the Northern Territory are neighbouring properties to
existing AAC stations.

 AAC announced on 18 February 2009 that it was unaware of the dispute reported in The
Australian Financial Review which suggested that another party had disputed the right of
the vendors of Tipperary to enter into the sale agreement with AAC but noted that
resolution of that issue was a matter for the vendors.
ABB Grain Limited (ABB)

 ABB announced on 25 February 2009 that it had agreed to buy the NRM operations in New
Zealand from Tegel Foods Ltd for consideration of $31.7m.

 ABB also announced on 25 February 2009 an upgraded profit expectation of between
$60m - $70m for the year ending 30 September 2009 including one-off costs of $3m
relating to merger activity.
Australian Vintage Limited (AVG)

 AVG announced on 25 February 2009 a loss after tax of $127.8m for the six months ended
31 December 2008 compared to the prior year corresponding period NPAT of $0.6m as
impairment charges on stock, assets and intangibles were brought to account to reflect
material reductions in the value of grape supply contracts and wine assets.
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AWB Limited (AWB)

 AWB announced on 10 February 2009 a profit warning with its profit for the first half of the
financial year likely to be between $10m - $12m reflecting a fall of 45% to 55% from the
prior year first half result. AWB advised that if current slow conditions continued for the full
year to 30 September 2009 that its full year profit would be between $22m - $29m
reflecting a reduction in profit by 55% - 65%.

 On 27 February 2009, in response to an ASX query, ABW advised that it had no
information to explain the fall in its share price from $1.23 to $0.85 over the period from 16
February 2009 to 26 February 2009.
Buderim Ginger Limited (BUG)

 BUG announced on 27 February 2009 a NPAT of $2m up from its prior year NPAT of
$0.4m although the result included $2m relating to the discount on fair value of assets
acquired as part of the acquisition of the MacFarms’ macadamia business.
Costaexchange Limited (CHQ)

 CHQ announced on 20 February 2009 a NPAT of $10.9m for the half year ended 31
December 2008 compared to the prior year first half NPAT of $13.9m reflecting lower
returns from trading of avocado and kiwifruit and lower margins from bananas as higher
volumes eventuated after replanting that followed Cyclone Larry.
CSR Limited (CSR)

 CSR announced on 18 February 2009 that it expected firmer sugar prices to improve its
profit for the year ending 31 March 2009 but that sugar production volumes for the year
ending 31 March 2010 were expected to be 10% - 15% below current year volumes due to
the impact of floods in northern Queensland on sugar cane yields.
Farm Pride Foods Limited (FRM)

 FRM announced a NPAT of $1.5m for the half year ended 31 December 2008 up from its
prior year first half of $0.8m as conditions in the first half of FY09 were relatively stable.
Futuris Limited (FCL)

 FCL announced on 6 February 2009 a profit downgrade for the six months ending 31
December 2008 with an underlying loss of $23m now forecast up from the previous
expected loss of $9m due to a sharp contraction in the volume and prices of fertiliser and
chemical sales in December 2008. FCL also expect to be impacted by mark to market
adjustments for interest rate swaps.

 FCL announced on 13 February 2009 a loss after tax of $329.2m compared to the prior
year first half NPAT of $32.5m as the impact of losses from write down and impairment of
assets, closure of business units and sale of assets impacted on reported profitability.

 FCL announced on 16 February 2009 that it had entered in an agreement to sell
approximately 19.9% of AAC to interests associated with Allan Myers for $89.8m. The sale
was conditional on completion of the acquisition by AAC of the Tipperary and Litchfield
stations from Allen Myers also announced by AAC on 16 February 2009.

 FCL announced on 23 February 2009 that it had sold 14.99% of AAC to IFFCO Group, a
privately owned trading group based in the United Arab Emirates, for $67.4m and that an
institutional book build would be utilised to sell the remaining 8% of AAC held by FCL.

 FCL announced on 25 February 2009 that it had sold a further 5% of AAC to IFFCO Group
and that the balance of approximately 3% of AAC had been sold by way of the book build
announced on 23 February 2009.
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Graincorp Limited (GNC)

 GNC announced on 25 February 2009 a profit guidance of $23m - $28m for the year
ending 30 September 2009 compared to the prior year loss of $19.9m as the impact of
higher receivals for the winter crop and forecast yield improvements for the 2009 sorghum
crop were expect to flow through to profitability.
Gunns Limited (GNS)

 GNS announced on 26 February 2009 a NPAT of $33.6m for the six months ended 31
December 2008 compared to the prior year first half NPAT of $17.2m.

 GNS also announced that it expected a 15% reduction in wood chip volumes in the second
half of FY2009 although it expected that demand from secondary markets would improve
due to increased competitiveness following reduction in the value of the Australian dollar.
Maryborough Sugar Factory Limited (MSF)

 MSF announced a NPAT for the six months ended 31 December 2008 of $2.6m compared
to the prior year first half loss of $2.2m although the NPAT was supported by an income tax
benefit of $5.7m which reversed a pre-tax loss of $3m.
PrimeAg Australia Limited (PAG)

 PAG announced on 27 February 2009 a NPAT of $0.2m for the six months ended 31
December 2008 compared to the corresponding prior year period of $0.1m.
Tandou Limited (TAN)

 TAN announced on 10 February 2009 a profit upgrade for its expected profit for the year
ended 31 December 2008 with a NPBT of $11.5m expected compared to the prior year net
loss of $9.3m as the positive impact of water sales and temporary water trading flowed
through to profitability. The result was expected despite the fact that TAN was unable to
plant cotton or cereal crops.

 TAN announced on 23 February 2009 that it had sold 12,500 megalitres of its water
allocations for an average price of $385/megalitre during FY2009 and that it anticipated
further temporary water trading in regard to remaining allocations.

 TAN announced on 27 February 2009 a NPAT of $11.5m for the year ended 31 December
2008 reflecting a profit for continuing operations of $16.4m and a loss from discontinued
operations of $4.8m. The overall result compares to a loss after tax of $8.8m in the prior
year.
Tassal Group Limited (TGR)

 TGR announced on 24 February 2009 a NPAT of $13.5m for the six months ended 31
December 2008 compared to the prior year first half of $9.3m reflecting sales growth and
cost control over the period.
Warrnambool Cheese and Butter Factory Limited (WCB)

 WCB announced on 12 February 2009 a NPAT of $1.4m for the six months ended 31
December 2008 compared to a NPAT of $20.1m for the corresponding prior year first half
as the impact of material reductions in world dairy prices impact on WCB’s profitability.
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Cotton
 The latest United States Department of Agriculture’s Cotton & Wool Outlook forecast that
world cotton consumption would fall around 9.5% from 2007/08 to 2008/09 reflecting the
largest year on year decline in consumption in nearly 70 years as Chinese consumption
was expected to slump. World cotton production was also forecast to decline by around
10% reflecting the combined impact of higher returns from alternative crops, higher input
prices and lack of credit availability impacting on producer’s capacity to fund crop
production especially in India, Brazil and China.

 ABARE’s Australian Crop Report forecast that Australian cotton production would reach
1.4m bales in 2008/09 up from prior year production of 0.6m bales but still only around 60%
of average production levels.

Dairy
 Dairy Australia reported that milk production for the month of January 2009 was up 7.1%
from the prior year as production in all states increased.

 The Federal Government’s dairy adjustment levy of 11¢/litre to fund industry deregulation
adjustment packages was removed on 22 February 2009.

 KordaMentha were appointed receivers and managers of Gippsland based rural finance
company South Eastern Secured Investments (“SESI”). The loan book of SESI includes
around 220 rural loans with around half of those being to dairy farms predominantly in the
Gippsland area.

Grains
 The United States Department of Agriculture’s Rice Outlook forecast another increase in
world production to 441.0m tons for 2008/09 which will represent record production
volumes and another 2% above last year production reflecting expanded rice area
particularly in India. Long grain rice prices retreated given higher expected supplies
although government buying in Thailand and Vietnam held price reductions in those
markets. Medium grain rice prices increased as Egyptian export bans, lack of Australian
export crop and uncertainty regarding Californian crop production reduced supply
expectations.

 ABARE’s Australian Crop Report released during February 2009 indicated no major
change in ABARE’s production forecasts for 2008/09 with crop estimates showing that
production was likely to be relatively consistent with 2007/08 production. Total production
of 32.8m tonnes was forecast compared to production of 30.6m tonnes in 2007/08.

 The United States Department of Agriculture’s Wheat Outlook forecast an increase in world
wheat production of 1.65m tons as Australian wheat production was revised upwards
Overall, forecast wheat consumption was revised downward by 3m tons as the Russian
government’s intervention program has diverted feed wheat to government stockpiles due
to intervention prices as much as 20% above market prices. Despite the Russian
government’s intervention, these stock piles are not expected to act as a further overhang
on wheat prices as the Russian government is expected to hold the stockpile until wheat
prices rebound.
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Livestock
 KordaMentha announced the sale of Swickers Bacon Factory to the Cameron Hall McLean
Alliance, comprising three of Australia’s largest pork producers, on 12 February 2009.

 The Eastern Young Cattle Indicator ended February 2009 at 314, which was up slightly
from the closing figure for January 2009 of 312.25 although the indicator price reached a
12 month low of 298.25 during the month as lower demand impacted on prices.

 KordaMentha announced the sale of Hans Smallgoods to Primo Smallgoods on 18
February 2009 after the ACCC cleared the sale, despite competition concerns, on the
grounds that alternative to clearance of the sale by the ACCC would have been closure of
the business which would have resulted in similar competition concerns.

Wine
 The Australian Wine and Brandy Corporation released figures showing that the volume of
wine exported in the year to 28 February 2009 fell by 5% or 41m litres with realised prices
also falling by nearly11% to around 343¢/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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