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Australia

e The September recovery in export markets was short lived for
Australian wine producers. While October over recent years has
been considered a seasonally weak month for bottled wine
volumes, values decreased more than anticipated. Total Australian
export shipments decreased 4.1% in October, after a 17.6%
increase in September. The AUD value of exports decreased 19% in
October, compared to a decrease of 0.5% in September.

The increase in popularity of the less-than AUD2.50 price point
continues to demonstrate a trading down in wine export markets,
and the impact of a stronger AUD. The less-than AUD2.50 price
point was the only segment to experience volume growth, up
24.7%. In all other price points, volumes fell across the board. With
the exception of August and September, the less-than AUD2.50
price point has been the most popular category in 2009. Prior

to January 2009, this had only occurred on two occasions since
February 1995.

¢ Bulk wine volumes experienced a significant increase in October,
up 19.1% year-on-year. The large increase in bulk volumes could
be the result of producers quitting excess stocks through the bulk
market. For bottled wine, it is concerning that export volumes at
price points between AUD5 and AUD10 have recorded only one
month of growth since November 2007. This weakness reflects a
softening in demand for branded wine.

o With the exception of August 2009, volume growth has exceeded
value growth in every month since the end of 2007. This raises
the longer-term sustainability question of using volume growth
to drive earnings. This is particularly the case in the US, where
discounting by both Australian exporters and at the retail end are
evident. As a result, it seems difficult to imagine any significant
recovery in grape prices medium-term, particularly as many
competitors are lower cost producers.

Note: MAT - Moving Annual Total refers to the twelve months ending with the nominated month
Source: New Zealand Winegrowers based on Statistics New Zealand/Rabobank

New Zealand

e The pace of New Zealand wine exports slowed marginally in
October, volumes up 28% on moving annual total basis (MAT)
from the previous year. Exports for the month set a new record at
13.4 million litres, or 20% higher than in September.

¢ Sauvignon Blanc remained the dominate variety accounting for
almost 86% of total exports. In October, Sauvignon Blanc exports
were 11.3 million litres, up 20% from September. Of the Sauvignon
Blanc exported in October, 9.5 million litres was from vintage 2009
and 1.8 million litres from 2008.

¢ On an MAT basis, September 2009 export average value was
NZD8.36 per litre, down 13 cents per litre on the previous month.
YTD September 2009 average price is NZD7.63 per litre. If we
exclude bulk wine from the data, the September average value
actually increased to NZD9.22, up 7 cents per litre from the
previous month.

o Current expectations for the 2009-10 New Zealand vintage are
for a lighter rather-than heavier crop, with flowering currently
underway. While it is a little early to tell, with more detail known
about the crop over the next month, current expectations are for a
crop size similar to both the 2008 and 2009 vintage, despite a net
increase in bearing area.
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Fertiliser

Fertliser prices

All shown as USD/tonne Current (26/11/09) Last month Last year
Urea (Middle East) 268 265 260
DAP (North Africa) 290 290 500

Source: Bloomberg/ICIS/Rabobank
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Global with domestic prices increasing to levels above export prices.
o After relatively quiet market conditions in November international e For the potash market, it is still likely that prices will weaken,
urea prices look set to move higher during December as demand however, much of the price direction will depend on China with
picks up in key import regions. Renewed buying in the US, Brazil, many buyers waiting for China to enter the market more actively
Europe and India is expected to place pressure on supply as and establish new price levels.
the northern hemisphere markets start to make winter stock o Local fertiliser prices in both Australia and New Zealand have
purchases in preparation for 2010 applications. benefitted from the stronger exchange rates for imports, however,
e Phosphate prices firmed in the latter part of November although with the expectation that prices may start rising for major fertiliser
price rises during December are expected to be much lower than products such as urea, current prices appear to be a reasonable
for urea. Much of the pick-up in demand has come from the US value proposition.

Other costs

Ocean freight index and oil prices

Current (01/12/09) Last month Last year
Baltic Dry Index* (ocean freight) 3836 3185 700
Brent Crude Oil (USD/bbl) 77.36 76.49 52.49

Source: Bloomberg/Rabobank
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*The Baltic Dry Index (BDI) is an index which averages the cost of shipping (for bulk-dry vessels) on
twenty-five of the world's most traded bulk cargo routes. The index was set at a starting level of 1000
points in 1985.

Rabobank Agribusiness Review December 2009 | 12



About the Rabobank Group Australia and New Zealand
Rabobank Australia and Rabobank New Zealand are a part of the international Rabobank Agribusiness Review is produced
Group, the world’s leading specialist in food and agribusiness banking. Rabobank has by Food & Agribusiness Research
more than 110 years’ experience providing customised banking and finance solutions to and Advisory.

businesses involved in all aspects of food and agribusiness. Rabobank is structured as a
cooperative and has a AAA credit rating from Moody’s and Standard & Poor's.

For enquiries please contact
your nearest branch or

Rabobank operates in 46 countries, servicing the needs of more than nine million clients 16128115 4000 in Australia or
worldwide through a network of more than 1600 offices and branches. Rabobank Australia 0800 722 622 in New Zealand.
and Rabobank New Zealand are among their countries’ leading rural lenders and are
significant providers of business and corporate banking and financial services to the Nustiin S
Australian and New Zealand food and agribusiness sector. Rabobank has 83 branches General Manager of Food & Agribusiness
throughout Australia and New Zealand in all major agricultural regions. Research and Advisory
Justin.Sherrard@rabobank.com
Rabobank Australia Alana Clark
For your nearest branch call 1300 30 30 33 Executive Assistant
New South Wales Longreach (07) 4652 5700 Sale (03) 5144 4937 Alana.Clark@rabobank.com
Armidale (02) 6771 3644 Mackay (07) 4957 5847 Shepparton (03) 5821 5711
Coomat (02) 6452 7977 Rockhampton  (07) 4922 2455 Swan Hill (03) 5032 2944 .
Wi b Anal
Dubbo (02) 5804 5600 Roma (07) 4622 8977 Warrnambool  (03) 5562 5747 ayne G(.>r.don Senior Ana yét
Forbes (02) 6851 2844 Toowoomba (07) 4642 0400 Commodities, Rural Economics
Goulburn (02) 4855 1100 Townsville (07) 4771 4549 Western Australia Wayne.Gordon@rabobank.com
Griffith (02) 6964 5388 ) Albany (08) 9841 6977
Moree (02) 6752 5880 South Australia Bunbury (08) 9721 7344 T
Orange (02) 6362 5311 Adelaide (08) 8124 2300 Dalwallinu (08) 9661 2495 : o . .
Sydney (02) 8115 4000 Berri (08) 8582 5314 Esperance (08) 9071 4965 Dairy (Australia), Food Processing
Tamworth (02) 5711 1010 Clar-e (08) 8841 3300 Geraldton (08) 9923 0288 Tim.Hunt@rabobank.com
WaggaWagga (0269317088~ Kadina (08) 8821 4911 Lake Grace ~ (08) 9890 2444
Mount Gambier (08) 8724 7179 ’ : .
Northern Territory PortLincoln  (08) 8682 5200 merredm (82) ggg ngg Hayley Moynihan, Senior Analyst
Darwin (08) 8981 7355 oora' ©08) Dairy, Animal Proteins (New Zealand)
Tasmania Narrogin (08) 9881 4544 Hayley:Moynihan@rabobank.com
Queensland Hobart (03) 6270 2230 Perth (08) 9325 5566 SR
Atherton (07) 4030 5800 Launceston (03) 6323 1700
Ayr (07) 4783 6555 Smithton (03) 6452 0100 Adam Tomlinson, Analyst
Brisbane (07) 31151810 GO Modities
Cloncurry (07) 4742 2831 Victoria !
Dalby (0746696488 Hamilton (03) 5572 2536 Adam.Tomlinson@rabobank.com
Emerald (07) 4982 0392 Horsham (03) 5382 7333
Goondiwindi (07) 4671 4607 Leongatha (03) 5662 6900 Wendy Voss, Senior Analyst
Ingham (07) 4776 0143 Melbourne (03) 9940 8400 1 Rabo Financial Advisors only. Animal Proteins (Australia)
Wendy.V bobank.
Rabobank New Zealand ency-voss@rabobank.com
For your nearest branch call 0800 722 622
Alexandra (03) 440 2215 Hawera (06) 278 0400 Thames (07) 867 9099
Ashburton (03) 307 8128 Invercargill (03) 218 1955 Timaru (03) 684 8480
Auckland (09) 375 3701 Masterton (06) 377 0326 Waipukurau (06) 858 6039
Blenheim (03) 577 1758 Matamata (07) 888 9600 Wellington (04) 819 2700
Christchurch (03) 341 4200 Nelson (03) 543 8263 Whakatane (07) 307 2540
Dannevirke (06) 374 4030 New Plymouth  (06) 759 9210 Whangarei (09) 430 2501
Dunedin (03) 471 9139 Oamaru (03) 433 1133 . .
Feilding (06) 323 0788 Otorohanga (07) 873 6360 Corporate and Business Banking
Gisborne (06) 868 1499 Pukekohe (09) 237 1291 Auckland (09) 375 3701
Gore (03) 203 9069 Rotorua (07) 348 0969 Christchurch (03) 341 4219
Hamilton (07) 834 7755 Taumarunui (07) 895 7077 Hamilton (078347755
Hastings (06) 870 8646 Te Puke (07) 573 0105
www.rabobank.com.au

www.rabobank.co.nz Rabobank

RABO0709-12155



