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Our national conference

Held in March each yearin Canberra, our two-day national Outlook
conferenceis the country’s premier market forum for assessing the

performance of our agriculturaland natural resource industries.

ABARE analysts, complemented by nationally and internationally
recognised speakers, explore the key issues facing Australia,
including the economy, agriculture, trade, climate change, natural

resources and water.
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Discover a new perspective on your region at ABARE's

Regional Outlook conferences

, €ach Regional Outlook conference delivers
commodity forecasts and research results directly to rural and regional
audiences.

, complemented by ABARE
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Economic overview

Economic overview

Prospects for world economic growth

MarinaKimand Jammie Penm

* World economic growth is assumed to average 4.0 per cent in both
2008and 2009, compared with 4.9 per cent in 2007.

* While growth inthe OECD economies, particularly in the United States,
is likely to slow down in the short-term, continued robust performance
in the emerging market economies is expected to provide support for
world economic growth.

* InAustralia, economic growth is assumed to be around 2.75 per centin
2008-09, compared with an estimated 3.5 per cent in 2007-08.

Global economic prospects

World economic growth has slowed

After four years of stronggrowth at nearly 5 per centayear, global
economic activity has slowed. The slowdown has been most significant
inthe OECD economies, particularly in the United States, where ongoing
weaknessin the housing market exacerbated financial market concerns.
Amongother OECD economies, growth in western Europe has moderated,
althoughactivity in Japan has been relatively resilient.

By contrast, economic performance inthe emerging market and devel-
opingeconomies continued to be robust, notwithstanding some slowingin
economicactivity inmid-2008. Chinaand India, which grew at 11.4 per cent
and 9.2 per centrespectively in 2007, have been the strongest economic
performers. Asthese countries progressively integrate into the global
economy, the growth momentum is being generated by continued strong
productivity gainsand strengthening public policy frameworks.

Concerns about financial market instability

Conditionsinworld financial markets have remained strained, with both
bankand non-bank channels of credit beingaffected by the US subprime
market problems. The turmoil was initiated by rapidly rising defaults on US
mortgagesinthe course of a correction inthe US housing market, which
hastriggeredadeclineinthe value of mortgage-related assets. The financial
marketinstability has extended beyond the subprime mortgage sector,
curtailingfinancial market liquidity and prompting the re-pricing of risks
acrossabroadrange of assets.
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Economic overview

Inresponse, central banksin the major OECD economies have provided
commercial banks with greateraccess to short-termfundingin order

to broaden their lending capacity. While sentiment in financial markets
hasimproved in recent months, significant uncertainty continues as the
banking sector worldwide remains vulnerable toany further weaknessin
financial markets. If it were to occur,another substantial increase in financial
market instability could adversely affect the world economic outlook.

Commodity demand and prices have been resilient

Despite slowing global economic growth, world commodity demand,
andhence prices, have remained buoyant. The strong performance of
commodity markets over the past few years has been the result of both
supply and demand factors. Onthe demand side,a major factor providing
strongsupportfor commodity pricesisasharpincrease incommodity
demandinthe emerging market economies, especially for mineral
resources. More recently,increased demand for feedstockin biofuel
production in many OECD economies, including the United States and
those inwestern Europe, has partly drivenasignificant increase in prices of
many food crops. Onthe supply side, production responses to higher prices
have beenlagging, particularly for oil, iron ore and coal. Stock as a share of
consumption for many commodities have remained at historical lows.

Higherfood and energy prices have led to concernsabout inflationary
pressuresaround the world. The increase in inflationary pressures has
been more significantin the emerging market economies, reflectingboth
strongdemand growth and the greater weight of energyand food in their
consumption baskets.In response, monetary policy has been tightened in
Chinaandseveral South East Asian economies. A number of Asian coun-
tries, including Viet Nam and India, have placed temporary restrictions on
staplefoodexportsinanattemptto reduce upward pressures on domestic
foodprices.

Weaker global economic growth in the short-term

One majorissueinthe current world economic outlook s the duration of
the economic slowdown in the United States, the largest economy in the
world.Inthe past,economic slowdowns in the United States have typically
beenrelatively short, followed by vigorous recoveries,as sharp correc-
tions generally help resolve economic and financialimbalances especially in
the presence of significant monetaryand fiscal stimuli. During the current
economic weakness, key determinants of the ability of the US economy to
recover quicklyare associated with the future course of the housingand
financial markets,and theireffects on household spendingand business
investment.
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Economic overview

After peakinginlate 2005, the US housing market has undergone a signifi-
cant correction, with monthly housing startsin early 2008 falling by more
thanso percentfromtheir recent peak. However, while the US housing
market remains vulnerable toafurther declineinactivity, commercial banks
inthe United States have beenable to secure new funding sources. Thus,
although credit has been squeezed,afull-blown credit crunch appears
unlikely at this stage.

Key macroeconomic assumptions

World 2006 2007 2008 f 2009 f

Economic growth
OECD % 3.1 27 15 17
United States % 29 2.2 0.8 15
Japan % 24 2.1 13 15
Western Europe % 28 26 15 15
-Germany % 29 25 14 1.0
-France % 20 19 14 12
-United Kingdom % 29 3.1 1.6 1.6
- Italy % 18 15 0.3 0.3
Korea,Rep. of % 5.1 50 42 44
New Zealand % 15 30 20 2.1
Developing countries % 7.5 7.7 6.6 6.4
-non-OECD Asia % 89 9.1 7.6 7.6
South East Asia a % 59 6.3 53 56
China b % 111 14 100 95
Chinese Taipei % 49 57 34 41
India % 9.7 92 7.5 8.0
-Latin America % 55 56 44 3.6
Russian Federation % 7.4 8.1 6.8 6.3
Ukraine % 7.1 73 5.6 42
Eastern Europe % 6.6 58 44 43
World ¢ % 50 49 40 40
Industrial production
OECD % 32 25 10 15
Inflation
United States % 32 29 36 24
Interest rates
USprimerate d % 83 6.6 52 50
US exchangerates e
Yen/US$ 116 118 105 110
Euro/US$ 0.79 0.73 0.67 0.69
2005 2006 2007 2008
Australia -06 -07 -08 s -09 f
Economicgrowth % 30 32 35 275
Inflation % 32 29 40 35
Interestrates g % 6.6 6.9 7.5 75
Australian exchange rates
US$/A$ 0.75 0.78 0.90 0.90
Yen/A$ 85 93 99 99
TWiforA$ h 63 65 70 70

alndonesia, Malaysia, the Philippines, Singapore and Thailand. b Excludes Hong Kong. ¢ Weighted using
2007 purchasing-power-parity (PPP) valuation of country GDPs by the IMF.d Commercial bank prime
lendingratesinthe United States.e Average of daily rates. g Large business weighted average variable rate
oncredit outstanding. h Base: May 1970 =100.f ABARE assumptions.

Sources: ABARE; ABS; IMF; OECD; RBA.
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Reflectingthese developments, economic growth inthe United States is World economic grovvth
assumed to remain relatively weak in the next few quarters, before agradual

recoveryin2009. Arecovery in economic growth in the United States is 5

expected to provide support for economic activity in other major world

economies, including Japan, Chinaand western Europe. 4

In preparing this set of commodity forecasts, world economic growth 3

isassumed toaverage around 4.0 per cent in both 2008 and 2009. This

compareswith growth of 4.9 per centin2007. 2 i

Stimulus from emerging market economies !

While agradual recoveryisassumed to occurin many OECD economiesin %

2009,amajor contribution to world economic growth is likelytocome from 1989 1993 1997 2001 2005 2009f
the emerging market economies, supported by continued solid growth in

theirdomestic demand. In China, economic growth is likely to ease, with

rising consumption spendingand continued strong fixed asset investment

helping to partially offset slowing growth in exports. InIndia, weaker export

demandand higher financing costs are likely to dampen growth in private

investment. For other emerging market economies in South East Asia, Latin

Americaand eastern Europe, growth is assumed to moderate in the short-

term but continue to be above trend.

Risks to the short-term economic outlook

While world economic growthisassumed to gradually strengtheninthe
nextfew quarters,there remainanumber of risk factors that could affect
globaleconomic prospects.

Onthe downside, world financial market conditions continue to be a major Regional economic growth
source of concern. Further substantial losses in the financial sector, as
aresult of continued weakness inthe mortgage market, couldleadtoa 10

deterioration of the credit market situation and adverse spillover effects on

businesslendingin many parts of the world. 3

Recent sharpincreasesin oiland food prices have also raised concerns

about the significant upward pressures oninflation in many countries. The
concernis particularlyacute in emerging market economies where food
andenergy oftenrepresentaround 50 per cent of consumption baskets
and monetary policy response mechanismsare less well developed. Rising
foodand energy costs have the potential to rapidly feed into other prices
and wages in many emerging market economies, leading to higher domestic

xR N N &)}
%
S
e

(]

interest rates which can adversely affect economic growth. A e world
OECD Ukraine,
. . . s . Asia eastern Europe
In particular,consumptionand production remain finely balancedin the m 2007
world oil market, with prices increasing to a recent high of US$139 a barrel 2008
(for West Texas Intermediate oil) in mid-2008. With spare productive B 2009f
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capacity at historically low levels, unexpected supply shocks or heightened
geopolitical tensions could lead to significant oil price spikes and quickly
translate into higher inflationary pressures inimporting countries.

On the upside,domestic demand growth in the emerging market econo-
mies could prove to be more resilient than currently expected.

In particular, the easing of economic growth in China could be more
moderate than currently assumed, especially if domestic consumption
continues to gather speed and policy measures aimed at slowing invest-
ment growth fail to have the intended effect.

In contrast to previous periods of global financial market disruption, the
spillovers of the US subprime market problems to the emerging market
economies have so far beenlargely contained. Despite higher borrowing
costsand lower equity prices, most emerging market economies have
maintained relatively robust economic growth rates. Similarly, trade spillo-
versfromslowingactivity inthe OECD economies to the emerging market
economies have been relatively limited.

Rapid growth in the emerging market economies inrecent years has
beensupported by productivity gains from increased integration into
the global economyand improved macroeconomic policy frameworks.
Insome countries,animproved public sector budgetary situation has
the potential to provide greater support for economic activity than in
the past, should amore negative external environment emerge. In China,
forexample, the fiscal consolidation in the past few years has provided
the Chinese Government with a greater ability to use fiscal measures to
supportthe economy.

Australia’s major export markets

US economic growth to ease

Following a mild slowdown in 2007, economic activity in the United States
weakenedfurtherinearly 2008, growingatanannual rate of 0.6 per centin
the March quarter 2008. Net exports provideda boost to growth, although
residentialinvestment continued to exertasignificant dragon the economy.

Partialindicators released in mid-2008 have provided signals of a marked
weakeningin economic growth, largely reflecting the effect of recent
financial market instability and problems in the housing market. Housing
marketindicators have been weakand consumerand business sentiment,
and manufacturingactivity,are also declining.

Inthe short-term, continued difficulties in the mortgage market are
expectedto extend the decline in residential investment, while house price
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declines are likely to dampen household consumption spending. In contrast,
exportsare expected to grow strongly, benefiting fromthe decline inthe
value of the US dollar.

Reflecting these considerations, itis assumed that the US economy will
remain relatively weak in the remainder of 2008, before agradual recovery
in 2009. Compared with the 2001 recession, economic recovery in 2009 is
assumed to be more gradual, reflecting the time required for household and
financialinstitutions to rebuild their balance sheets.

Onanannual basis,growth in the US economy isassumed to slow to 0.8 per
centin 2008, before being expected to rise modestly to 1.5 per cent in 2009.

Risks around these growth assumptions are weighted to the downside,
particularly for2009. Continued weakness in financialand housing markets
couldlead to lower business investment and consumer spending. Neverthe-
less, concerns have been partially alleviated by vigorous policy responses,
particularly those providing liquidity to financial markets.

Given thiseconomic outlook, monetary policy in the United States is
expected to remainaccommodativein the short-term. The federal funds
rate wasat 2.0 per centin mid-2008, compared with 5.25 per centinthe
same periodayear earlier. With core inflation still elevated and prospects
for continued highand volatile energy and food prices, there remain
concernsaboutanincrease ininflationary pressures. However, the infla-
tionriskshould recede as spare capacity emerges and the labour market
softens.

Economic growth in Chinato remain robust

The pace of economic growth in China moderated slightly in early 2008.
Real gross domestic product expanded at an estimated year on year rate
of10.6 per centinthe first quarter of 2008, compared with 11.2 per centin
the previous quarter. Major contributors to economic growth in the March
quarter were higher investment expenditure, consumption spendingand
netexports.

The strength of domestic demand and risingfood and energy prices have
contributed to a buildup of inflationary pressures in China. Inflation rose to
ayearonyear rate of 7.7 per centin May 2008.In response, the central bank
has maintainedatight monetary policy, further raising the reserve require-
ments for bank lending in the first half of 2008. Domestic interest rates,
however, have been left unchanged since late 2007.

Growth prospectsin Chinaremain dependent on the size of financial and

trade spillovers from the slowdown in the OECD economies, especially
the United States. Although foreign direct investment in China could slow
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Economic overview

downinthe short-termasaresult of the tightening of global credit condi-
tions, the direct effect on China’s economic performance is expected to
be limited.

Growthin China’s exports, particularly to the United States and western
Europe,islikely to be adversely affected. However, the strength of domestic
demandin Chinais expected to provide support to the overall economic
growth. Against this backdrop, economic growth in Chinaisassumed to be
10.0 per centin 2008, before easingto 9.5 per centin2009.

Risks to China’s economic outlook remain broadly balanced at this stage. On
the downside,asharper thananticipated slowdown inthe OECD economies
has the potential to adversely affect China’s growth prospects,dampening
investment spending and exports. On the upside, domestic demand could
be more resilient to monetary tightening measures and weaker external
demand. Itisalso likely that China will provide fiscal stimulus to support
economic activity,should economic growth decline significantly.

Japan’s economic growth prospects

Japan’s economic expansion continuedin early 2008, despite a slowdown in
global economic growth. Gross domestic product, inreal terms, grewatan
annualised rate of 3.3 per cent inthe March quarter 2008. Export perform-
ance has continued to be robust, supported by demand from other Asian
economies and western Europe. Aftera contractionin the second half of
2007, residential investmentrebounded in early 2008. Higher household
consumption spending has partly offseta decline in business investment
expenditure.

Partialindicators released recently indicate that the growth momentum
couldslowin the short-term. For example, the Bank of Japan’s latest Tankan
reportsuggests business confidence has declined, with companies planning
to cut capitalinvestment spending. Consumer confidence has also fallen
and there areindications export growth could ease in the short-term.

Weaker export growthasaresult of aglobal economic slowdownis a key
risk to the economic outlook for Japan. Emerging market economiesin
Asia, including Chinaand many South East Asian countries, have become a
destination foraround one half of Japan’s exports, while theimportance of
the United Statesand the euro area has declined. Therefore, Japan’s export
performance prospectsarelinked to the economic performance inthe
emerging market economiesin Asia.

Lower domestic demand than currentlyassumedisanother source of
downside risk to Japan’s economic outlook. Higher food and energy prices
and slow wage growth could dampen household consumption,and busi-
nessinvestment could moderate furtherif the global credit conditions were
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totighten. However, the exposure of Japan’s financial sector to global finan-
cial market difficulties is relatively low as it has limited direct involvement in
US subprime mortgage related assets.

Economicgrowthin Japanisassumedto bearound 1.3 per centin2008and
1.5 per centin 2009. This compares with growth of 2.1 per centin 2007.

Growth prospects for non-OECD Asia

Growthinnon-OECD Asia (excluding Japan and the Republic of Korea)
remained relatively robustin late 2007 and into 2008, although the pace
of expansion has eased in some regional economies. InIndia, for example,
economic growth slowed to 8.4 per centinyear onyear termsin the
December quarter 2007, down from 8.9 per cent in the September quarter
and 9.3 percentinthe June quarter. Tighter monetary conditions in India
appear to have dampened consumer spending and hence industrial output
inrecent months.

Relatively strong domestic demand, led by growth in consumption, is
supporting economic activity in Indonesia, Malaysia, the Philippines
and Singapore. While export growth has remained relatively strongin
the Republic of Koreaand Thailand, high energy prices are weighingon
consumer demand in these economies.

Inflationary pressures have begun to emerge in many South East Asian
economies, including Indonesia, Thailand and the Philippines. InIndia,
monetary tighteningin early 2007 led toan easing of inflationary pres-
sures later inthe year. However, inflation has started to pickup once again
since early 2008 owing to higher commodity prices. There is rising concern
that sustainedfood price increases could spillover into wagesand spark a
broader pickupininflationin non-OECD Asia.

Economic growthin Asia

12

10

o0}

X N ~

I
I
IEEE—

I
I
e
I

I

| .

Thailand  Indonesia  Malaysia Philippines Singapore  China Korea, Chinese
Rep.of Taipei
H 2007 2008  m2009f

332 Australiancommodities « vol15no2 « June quarter 2008



Australian economicindicators

8

[ IS N————

4 ........

. | ..... | | ........

P B B —
2006 2007 2008
-07 -08 -09

B economicgrowth
inflation rate
m interestrate a

alargebusinessweightedaverage variable
rate on credit outstanding.

Economic overview

Trade spillovers from the slowdown in the OECD economies, combined with
inflationary pressures, are the key downside risks to growth prospects of
thisregion. Onthe upside, rising consumption and continuing strong invest-
mentin most countriesare likely to help balance the effect of slower export
growth, with economic growth in China expected to continue providing
supporttoexport performance in many regionaleconomies.

Fornon-OECD Asiaasawhole,economic growth isassumed to average
around 7.6 per centin both 2008 and 2009, compared with growth of 9.1 per
centin2007.

Economic prospects in Australia

After growingstrongly in the first three quarters of 2007, economic activity
in Australiaeasedat the end of the yearand in early 2008. Real gross
domestic product, seasonally adjusted, rose by 0.6 per centinthe March
quarter 2008.This compares with growth of 1.3 per centin the same perioda
year earlier. While the unemployment rate has edged up in recent months, it
remains at historically low levels.

Australia’s currentaccount imbalance widened in early 2008, with a season-
ally adjusted deficit of $19.5 billion recorded in the March quarter 2008. This
compares with adeficit of $18.7 billion in the December quarter 2008. The
trade account recorded a seasonally adjusted deficit of around $8.0 billion
inthe March quarter 2008, compared with a deficit of $6.6 billionin the
December quarter 2007.

The Australian economy is expected to continue to benefit from higher
commodity export earnings. While a slowdown in global economic growth
could dampen demand for mineral resources,a continued tight balance
between consumptionand productionin many markets is expected to
provide supportforworld prices.

Under the assumption of areturnto average seasonal conditions, the rural
sectorisforecasttorecoverin2008-09. However, the actual timingand
distribution of rainfall willhave animportant effect on the prospects for
rural productionand exports. For 2008-09 asawhole, the volume of farm
productionisforecasttoincrease byaround10.0 per cent. The volume of
crop production s forecast to expand by 21.7 per cent in 2008-09, while
livestock productionis forecast to fall slightly by 1.6 per cent.

Economicgrowth in Australiaisassumed to average around 2.75 per centin
2008-09, following estimated growth of 3.5 per cent in 2007-08. Household
consumption and business investmentare likely to be the main contributors
to economic growthin2008-09. The recoveryin farm productionis fore-
castto contributearound o.5per cent to economic growth in 2008-009.
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Inflation

Productive capacity constraints, combined with strong domestic demand
growth, have contributed toanincrease in Australia’s inflation rate. The
consumer price index rose by 1.3 per centin the March quarter 2008,
comparedwithanincrease of 0.9 per cent inthe December quarter 2007.
Onanannual basis, Australia’s consumer price index was 4.2 per cent higher
yearonyearinthe March quarter 2008. Contributing most to the increase
inthe March quarter wererisesinfood, fueland housing costs.

Looking forward, inflationary pressuresin Australiaarelikely to ease gradu-
ally, partly reflecting the effects of higher domestic interest ratesanda
tighter fiscal policy stance on economic activity. For2008-09 asawhole,
Australia’sinflationrate isassumedtoaverage around 3.5 per cent. This
compareswithan estimated 4.0 per centin 2007-08.

Exchange rate

Over the past year, the Australian dollar has appreciated markedly both
against the US dollarand on a trade weighted basis. The Australian dollar
was tradingaround US94cand TWI72in mid-June 2008, compared with
US84cand TWI68in mid-June 2007.

Akey factor contributing to the recent appreciation of the Australian dollar
is the weakness of the US dollaragainst most other major currencies. For
example, the US dollar was tradingaround 0.64 euros in mid-June 2008.
This compares with 0.75euros inthe same periodayear earlier. Recent
movementsinthe US dollar have been affected by the continued uneasiness
infinancial markets,as wellas weakening US growth prospects.

Another factor continuing to provide strong support for the Australian
exchange rateisthe significant rise in Australia’s terms of trade. In the
December quarter 2007, for example, Australia’s terms of trade were
around 23 per cent higher compared with the same periodin 2004.
Significant support forastronger Australian dollar, especially against the
USdollar, hasalso come fromawidening interest rate differential between
Australiaand the United States. Interest rates have been increasing in
Australiainrecent months, while monetary policy in the United States has
been easing.

Looking forward, the previously mentioned factors are expected to
continue to affect movements in the Australian exchange rate in the
short-term. Movementsin Australian interest rates depend on the
outlook for economic growth and inflation. Given the outlook for
continued inflationary pressuresin the domestic economy, Australian
interest rates are likely to remain relatively high in the short-term. In
preparing this set of commodity forecasts, the prime lending rates in
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Economic overview

Australiaare assumed to average around 7.5 per centin 2008-09, similar
to theaverage in2007-08.

Reflectingthe assumption of agradual economic recoveryin the United
States, there isadistinct possibility the US dollar will remain relatively weak
intheshort-term. The Australian dollaris consequently assumed to remain
relatively strong,averaging around USgocand TWI70in both 2007-08 and
2008-09.

Thereis considerable uncertainty surrounding the short-term outlook for
the Australian dollar,as movements in the Australian exchange rate can

be significantly influenced by changes in financial market sentiment. Given
thevolatility of movements in the Australian dollar, it remains important
forprimary producersand exporters to manage the risks associated with
fluctuationsinthe Australian exchange rate.

Commodity export prices up sharply in 2008-09

The index of unit export returns for Australian commodities,in aggregate,
is forecastto rise considerably in 2008-09, followingarise of 8 per cent in
2007-08. Thisis mainly the result of significantly higher energy and mineral
prices.

Forfarm commaodities, the index of unit export returnsis forecast to be
largely unchangedin2008-09, after increasing by 9 per centin 2007-08.
The effects of forecast lower world indicator prices for wheat, sugar, rice,
woolanddairy productsare expected to offset forecast higher world
cotton, coarse grainand oilseed prices.

However, unit export returns for Australian mineraland energy commodi-
tiesareforecasttorise byaround3y per centin2008-09, followingarise
of 8 percentin2007-08. Theincrease in 2008-09 islargely areflection of
higherforecast prices for crude oil, coking coal, thermal coal, aluminium,
goldandironore.

Unitreturns forenergy exportsare forecast to rise by 69 per centin 2008-
09, compared with anincrease of 22 per centin 2007-08. Unit export
returns for metalsand other minerals are forecast toincrease by 14 per cent
in2008-09,compared withareduction of almost 1 per centin 2007-08.

Record commodity export earnings in sight

Earnings from Australia’s commodity exports are forecast to be $212.3
billionin 2008-09,compared with an estimated $151.4 billion in 2007-08
(arise of 40 percent). The forecastincrease in the value of commodity
exports reflects considerably higher earnings from energy exports.

Australian commaodities « vol15no 2 « June quarter2008 335



Economic overview

Major Australian commodity exports

World pricesare in US$ for all commodities except wool and wine, which are in $A
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Major indicators of Australia’s commodity sector

Economic overview

Commodity exports
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index
index
index
index

index

A$m
A$m
A$m
A$m
A$m
A$m
A$m
A$m

A$m
A$m
A$m
A$m
A$m
A$m
index
index
index
index

"ooo ha
million
million

index
index
index
A$m
A$m
A$m
A$m
A$m

000
"000

000

2003
-04

0.71

100.0
100.0
100.0
100.0

100.0

26540
13496
13045

3692
53944
20737
33206

84175

37370
20837
16533
28991
13019
8379
94.8
108.8
1169
99.6

23201
101.3
275

1133
111.0
1155
51786
9282
1731
1036
695

373
92
9431

2004
-05

0.75

993
127.3
1381
1195

1184

27902
13679
14223

3660
68616
29696
38920

100178

36537
18717
17820
29243
12610
7294
912
108.0
1115
1031

23808
100.6
283

1186
1134
1235
65871
10253
2073
1192
881

364
93

9536

2005
-06

0.75

987
168.3
1871
1549

146.2

27802
13968
13833

3687
92109
39328
52781

123597

38527
20731
17796
31139
11193
7388
933
107.8
1122
102.2

22197
910
284

1180
1115
1241
88424
18608
2503
1484
1018

353
115

9857

2006

0.78

103.7
1834
170.7
191.6

1580

27788
12974
14815
3849
107890
39427
68464

139528

35564
17301
18263
31271
8226
4293
957
883
723
104.6

21054
85.7
280

1211
1184
1243
103575
22119
3940
2533
1407

355
120

10123

2007
-08 s

0.90

1131
1980
2090
190.1

170.7

26993
12373
14619
3951
120460
48804
71655

157403

40885
21209
19676
36510
8478
4375
947
916
80.5
1019

21509
819
281

1199
112.8
1265
115641
30520
6063
3778
2285

359
127

10366

change from

2008 previous year
-09 f 2007-08  2008-09
% %
0.90 154 0.0
1129 91 -02
271.7 80 372
3534 224 69.1
2169 -08 14.1
2233 80 308
30236 -29 12.0
16126 —-46 303
14111 -13 -35
4149 2.7 50
177898 116 47.7
88292 238 809
89606 47 25.1
212283 85 402
45739 15.0 11.9
25731 226 21.3
20008 7.7 1.7
38970 16.8 6.7
11030 3.1 30.1
6769 1.9 547
913 -10 -36
100.8 37 100
98.0 11.3 21.7
100.3 26 -16
23566 22 96
82.1 —44 02
282 04 04
1335 -1.0 11.3
121.1 —-4.7 74
1455 1.8 150
170782 11.6 47.7
NA 380 NA
NA 539 NA
NA 492 NA
NA 624 NA
NA 1.0 NA
NA 57 NA
NA 24 NA

aBase:2003-04=100.b Foradefinition of the gross value of farm production see table 21.c Gross value of farm production less increase inassets held by
marketingauthoritiesand less total cash costs.d Gross value of farm production less total farm costs. e Mining industry (ANZSIC subdivision B) only.

s ABARE estimate. f ABARE forecast. naNot available.

Note: ABARE revised the method for calculating farm price and productionindexes in October 1999. The indexes for the different groups of commodities

are calculated ona chain weight basis using Fishers’ideal index with areference year of 1997-98 = 100.

Sources: Australian Bureau of Statistics; ABARE.
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Foragricultural commodities, export earnings are forecast to be $30.2
billionin2008-09,an increase of 12 per cent from $27.0 billion in 2007-08,
reflecting higher earnings from wheat, barley, cotton lintand seed, sugar,
wine, pulses, canola,and sorghum. For forest and fisheries products, export
earnings are forecast to be around $4.1billionin 2008-09, 5 per cent higher
thanin2007-08.

Thevalue of Australia’s mineralsand energy exportsis forecast to be nearly
50 per cent higher,at $177.9 billionin 2008-09, compared with an estimated
$120.5billionin2007-08. For energy commodities, export earnings are fore-
casttoincrease by 81per cent, from $48.8 billionin 2007-08 to $88.3 billion
in 2008-09. For metalsand other minerals, export earnings are forecast to
rise by 25 per cent to $89.6 billionin 2008-09.

ABARE’s commodity forecasts: some key issues

ABARE presentsits forecasts of production, consumption, prices and
exports of specific commodities as point estimates. These point forecasts
are based onan economicassessment of dataand informationfroma
variety of sources available at the time the forecasts are made, supported
by discussions withindustry experts, the use of quantitative analytical
tools,and professional judgement. The nature of forecasts made by
ABARE (and other organisations) is such that actual outcomes are some-
times different from the initial point forecasts.

Akeyreason for these differences is that ABARE is often required to
make assumptions about factors that have the potential to affect actual
outcomes. As more information becomes available over time, earlier
assumptions are updated andforecastsare revised. ABARE forecasts are
therefore conditional onthe information available at the time they were
made.

Alsoimportantis that the differences between forecastsandactual
outcomes reflect the impacts of factors thatare ‘unforeseeable’. These
caninclude unanticipated policy changes, unpredictable macroeconomic
developments, changing weather conditions (especially foragricultural
commodities)and unplanned production or supply disruptions (particu-
larly for energy and minerals commodities).

Changesinseasonal weather conditions over the forecast period are
amajor riskin forecastingagricultural productionand hence agricul-
turalexportsand prices. In forecasting the major non-irrigated cropsin
Australia, ABARE takes into account information on the seasonal outlook
released by the Australian Government Bureau of Meteorology and yield
forecasts provided by the Agricultural Production Systems Research Unit,
of the Queensland Department of Primary Industries and Fisheries. For
agricultural productionin the United States,a majoragricultural producer,
continued..
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ABARE’s commodity forecasts: some key issues continued

ABARE utilises @mong other information) the estimates and forecasts
released by the US Department of Agriculture (USDA). Any variation
inthose estimates/forecasts from the actual outcomes will also affect
ABARE’s assessment of variables ranging from commodity production to
prices.

Similarly,arange of risks applies to ABARE’s forecasts of energy and
minerals commodities. Inrecent times it has become increasingly difficult
toaccurately forecast movementsin energy and minerals prices on world
markets. Inaddition to the fundamental factorsimportant to changesin
consumptionand production,anumber of otherfactors have emerged
asimportant determinants of movementsin world prices. These factors
include geopolitical issues and their effects on supply potential; unfore-
seensupply disruptions,including those related to insurgent action against
supplyinfrastructure or unexpected shutdowns of production facilities;
and investmentand speculative trading on energy and minerals markets. It
isnot possible to predict these factors with any level of confidence.

Anexample of the effect of unforeseeable eventsis the incidence of
Hurricane Katrinain August 2005. As wellas devastating the United States
city of New Orleans, Hurricane Katrina damaged infrastructure in the
region,including grain export handling facilities and oil productionand
petroleum refining operations. In early September 2005, the loss of crude
oil productionin the Gulf of Mexico region as a result of Hurricane Katrina
wasaroundi.4 million barrelsaday. Based on the estimates released by
the USDA at that time, the initial effect of Hurricane Katrina was to delay
US coarse grains exports of 1.36 million tonnes to the following season.
Both of these impacts resulted in higher than previously forecast prices for
these commodities.

The occurrence and effect of events suchas hurricanes, political upheavals
anddrought cannotbe predicted andincorporatedinto commodity
forecasts beforethe event. While ABARE forecasts attempt to balance a
range of upside and downside risks,some of the key judgments relating to
forecastswillinevitably be different from the actual outcomes.

Despite being largely unpredictable, information about the potential risks
tothe point forecasts that some of these factors pose will be useful for
decision-makersinthe commodity sector. For this reason, ABARE incor-
porates discussions ontherisk factorsinthe associated notes presented
in Australian commodities. Decision-makers are encouraged to read
thereportinfullin order to gainacomprehensive understanding of the
context of ABARE’s commodity forecasts.
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Leanne Lawrance

Sincereachinga peak of US$454 atonne in March 2008, the world wheat
indicator price (US hard red winter, fob gulf ports) has been declining. The
indicator price averaged US$388atonne in Apriland US$346 a tonne in May.
Despite the recent declines, world wheat prices remain at historical highs.

In2008-09 the world wheat indicator price is expected tofallas world
wheat suppliesare forecast torise by more than the increase in consump-
tion. The world wheat indicator priceis forecast toaverage US$320atonne
in2008-09 compared withan estimated average of US$362atonnein 2007-
08.Despite the forecast rise in production, low stocks will support relatively
high prices. Low stocks mean any disruption to wheat supplies could quickly
lead toastrong upward movement in prices.

Forecast lower global wheat pricesand an expected increase in domestic
productionare likely to result in Australian wheat prices being lower in
2008-09. The poolreturn for Australian premium white wheat (APW 10) is
forecast to decline froman estimated A$419 atonnein 2007-08to A$370a
tonnein2008-09.

World wheat production higher in 2008-09

Theareasowntowheat is forecast to increase byaround 4 per centin2008-
09, thelargestareasowntowheat in the past10 seasons. The large area
planted to wheatisaresult of the historically high wheat prices currently
being experienced. World wheat productionis forecast to increase by
around 45 million tonnesin2008-09 as yields are expected to return closer
tohistorical averages. This expected increase in production, combined with
opening season stocks, is forecast tolead toa 5 per centincrease in global
wheat suppliesin 2008-009.

Out of the five major wheat producing regions, production in 2008-09is
forecasttoincreaseinthe European Unionandthe United States by 17 per
centandi13per cent, respectively.In China, Indiaand the Russian Federation,
productionis forecast to remain largely unchanged from the relatively high
levels of the previous year. In the five major exporting countries (Argentina,
Australia, Canada, the European Unionand the United States) total wheat
productionis forecasttoincrease by around 40 milliontonnesin2008-09.
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Inthe European Union, high wheat prices and policy changes reducing the
set-aside rate (land left fallow) to zero, have resulted in the area sown to
wheatincreasing by around 5 per centin2008-09. Assuming favourable
seasonal conditions continue inthe European Union, production is forecast
to be 140 milliontonnesin 2008-09,around 20 million tonnes more than
was producedinthe previous year.

Inthe United States the area sown is estimated to have increased by 5 per cent
in2008-09, compared with theareain 2007-08. Thisis the largest areasown
towheatinthe United States in the past 10 seasons. US productionis forecast
toincrease byaround13per cent, to 63 million tonnes. While productionis
forecasttoincrease, thereisstill concern overthe condition of the crop. In
the weekly weatherand crop bulletin released on 17 June 2008 by the United
States Department of Agriculture (USDA),around 22 per cent of the winter
wheat crop was rated poor or below,and 47 per cent was rated good or
above. Thiscompares witharatingayear earlier of 22 per cent being rated
poor or belowand 50 per centas good or above. Despite these concerns
productionisforecasttoincrease by around 7 million tonnesin 2008-09.

Higher consumption expected in 2008-09 despite relatively high
prices

Despite the expectation that wheat prices will remain relatively highin 2008-09,
global wheat consumptionis forecast toincrease byaround 3 per cent.

The largest use of wheat s for human consumption, accounting for more
than 7o per cent of global consumption. Wheat used for human consump-
tion has been increasing by around1 per centayear over the past 10 years. In
2008-09, wheat used for human consumptionis forecast to increase again
byaround1per cent.

Changesinthe total quantity consumed generally move in line with changes
in the use of wheat for livestock feeding. The largest consumers of feed
wheatare the European Unionand the Russian Federation,accounting fora
total of 70 per cent of global feed wheat consumption. In2008-09 the use
of wheat for livestock feed is forecast to increase by around 15 per cent.

Inthe European Union the use of wheat for livestock feeding is forecast
toincreasein2008-09assuppliesincrease and the price of feed wheat
declines relative to other feed grains.

The use of wheat for biofuel production (orindustrial use) has been
relatively smallin terms of overall wheat consumption. Over the past five
years,industrial use of wheat has beenaround anaverage of 2 per cent of
total wheat consumption. In 2008-09, industrial use of wheat is forecast
toincrease toaround18 million tonnes, oraround 3 per cent of total wheat
consumption.
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World trade to increase in 2008-09

World wheat tradeis forecast to increase by around 4 million tonnesin
2008-09.Inthe major exporting countriesastrong recoveryin production
(18 per centincrease) will be adding to the availability of exportable supplies
in2008-09. Total shipments from the five major exporting countries
(Argentina, Australia, Canada, the European Unionand the United States)
areforecasttoincrease byaround 2 per centin2008-09.

Notwithstanding forecast higherimports from Algeria, Indonesia, Irag, the
Philippinesand Viet Nam,in 2008-09 import demand from Indiais forecast
todecline.

Importdemand fromIndiaisforecast tofallin2008-09,as production
exceeds 75 million tonnes for the second consecutive year.In 2007-08
Indian wheat importsare forecastat 2 milliontonnes andin 2006-07 were
estimated at 6.7 milliontonnes. Prior to these two years, India’sannual
wheatimportswerearound 23000 tonnes. The Indian Government oper-
atesaprocurement system under which it purchases wheat from growers
to provide supportandto meet commitments under the ‘public distribution
system’,agovernmentinitiative introduced to ensure the ready availability
of food grainsto the population. Itis forecast that purchases from domestic

Wheat outlook

2006 2007 2008 %
-07 -08 s -09 f change

World
Production Mt 593 604 650 7.6
-China Mt 105 106 106 0.0
-EU27 Mt 125 120 140 16.7
-India Mt 69 76 77 1.3
-Russian Fed. Mt 45 49 50 20
-United States Mt 49 56 63 125
Consumption Mt 611 612 632 33
~human Mt 442 444 450 14
-feed Mt 96 89 102 14.6
Closingstocks Mt 120 112 131 17.0
Trade Mt 110 105 109 38
Exports
- Argentina Mt 12 10 10 00
- Australia Mt 11 7 14 100.0
-Canada Mt 19 15 16 6.7
-EU27 Mt 13 11 14 27.3
-United States Mt 25 35 25 -286
Price US$/t 212 362 320 -11.6
Australia
Area ‘oooha 11798 12345 13971 132
Production kt 10822 13039 23680 816
Exports kt 11196 6750 14078 108.6
-value A$m 2765 2592 5037 94.3
APW 10 net
poolreturn A%t 240 419 370 —11.7

f ABARE forecast.s ABARE estimate.
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growers will be sufficient to meet government distribution needs. The
Indian Governmentannouncedin late April 2008 there would be no need
forimportsin2008-09.

Wheat stocks remain low

Global wheat stocks at the end of 2008-09 are forecast to be around 131
milliontonnes, 19 million tonnes more than at the end of 2007-08. Despite this
forecastincrease, the level of stocks will remain low by historical standards.
The low level of wheat stocks will help maintain prices at relatively high levels.

Stocks of high quality milling wheat, held by the five major exporting coun-
tries, are forecast toincrease for the first timein four seasons. At the end of
2008-09, stocks held by the major exportersare forecast to bearound 38
million tonnes, 11 million tonnes more than the previous year.

Wheat stocks are also forecast to increase in Chinafor the third consecutive
year.In 2008-09, Chinese wheat stocks are forecast toincrease byaround 3
million tonnes.

Prospects of higher Australian production

Theareasown towheat in Australiain 2008-09is forecast toincrease to
arecordig million hectares,a13 percentincrease onthe previous year.
Historically high wheat pricesand the need to secure a quick recoveryin
incomes, have encouraged growers to plantalargerarea. Wheat produc-
tionin2008-09isforecast to be 23.7 million tonnes, nearly 11 million tonnes
more thanthe previous year.

The start to the 2008-09 winter cropping season has been variable across
the states. Widespread rainfall across the majority of the Western Austral-
ian’s grains beltin April 2008 provided growers in that state with a good
starttothe 2008-09 winter cropping season. However, a lack of follow-up
rainfall since thenis hampering crop germination and delaying planting
completion. Theareasown towheat in Western Australiais forecasttobea
record 5.2 million hectares.

Rainfallinearly June 2008 across northern New South Walesand Queens-
land benefited crops that were dry sowninthose regionsand provided the
rainfall growers needed to plant remaining crops. Insouthernand central
parts of New South Wales, continued dry conditions have seen most crops
drysowninthoseareas.InSouth Australiaand Victoria, rainfallin May
across parts of the grains belt helped crops that had been dry sownand
provided the opportunity for further plantings. Prolonged dry periods in
these states mean follow-up rains will be critical.

The Bureau of Meteorology, inits latest seasonal rainfall outlook for the
Juneto August period (27 May 2008), indicates the chances of receiving
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above average rainfallare mixed across the country. Thereisassto 65 per
cent chance of accumulatingabove average rainfallacross most of Queens-
land and north-east New South Wales. In contrast, the chance of exceeding
average rainfallacross the south-west of Western Australiais 30 to 40 per
cent.However, the Bureau has advised that because of technicalissues, its
confidenceinthe current outlook assessment for Western Australiais low.

Domestic wheat prices to fall

Forecast lower global wheat pricesand an expected increase in domestic
productionare likely to result in Australian wheat prices being lower in
2008-09. The poolreturn for Australian premium white wheat (APW 10) is
forecast to decline froman estimated A$419 atonnein2007-08to A$370a
tonnein 2008-09.

Increased supplies of feed grains on the domestic market, particularly
fromthe 2007-08 grain sorghum crop,and an expectedincrease in wheat
production in 2008-09, hasled to a decline in the domestic cash price of
wheat. The cash price of wheat (delivered Sydney) used for livestock feed
averaged A$430atonnein May 2008. This compares withan average of
A$513atonneinMarchand A$470 atonnein Aprilinthe same year.

Australian exports to increase

Reflectingan expected better harvest than last year, Australian wheat exports
(October -September marketing year) are forecast toincrease toaround
16.3milliontonnesin2008-09. The value of these exportsin the fiscal year
2008-09 (July-June) is forecast to nearly double to A$5.0 billion. Reflecting
the fallin world wheat prices, the unit value of exportsin 2008-09 is forecast
todeclineto A$358 atonne compared with A$384atonnein 2007-08.

Australian wheat area
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Coarse grains

Leanne Lawrance

Continued strong demand for coarse grains, particularly cornas feedstock
forthe production of ethanol, is forecast to place upward pressure on world
coarse grains pricesin 2008-09. The world coarse grains indicator price (US
corn,fob Gulf)isforecast toincrease by US$11atonne to average US$225a
tonnein 2008-09.

Despite this expectedrise inworld prices, Australian feed and malting
barley pricesare forecast to fallin 2008-09,as Australian barley produc-
tionisforecasttorebound from the drought reduced harvest of 2007-08
placing downward pressure on prices. Australian feed barley pricesin
2008-09 are forecast tofall by 10 per cent to average A$284 a tonne and
malting barley by 8 per cent to average A$327atonne. Despite the forecast
falls, these pricesare still historically high.

World production remains high

Total world coarse grains production is forecast to remainaround 1.1 billion
tonnesin2008-09, despite aforecast decline inworld corn production.
Cornisthe major coarse grain produced around the world, accounting for
around 71 per cent of total world coarse grains production. Corn produc-
tionisforecasttodeclinein2008-09. This decline is expected to be partially
offset byan 8 milliontonneincrease in world barley production, the second
major coarse grain produced.

Theareaplantedto corninthe United States is forecast to fall by 7 per cent
in2008-09,toaround 41 million hectares. Despite the forecast decline, this

Monthly world indicator corn
andbarley prices ended May2008
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will still be one of the largest areas sown to corninthe United States. While
the price of both cornand soybeans haveincreased over the past year, the
expected returns from soybeans relative to corn have resulted in some shift
of USarable land backinto the production of soybeans. US corn production
is forecast to decline by 7 per centin 2008-09, to be 308 million tonnes.

In mid-June 2008, flooding occurred across much of lowa in the United
States,one of the largest corn producing states. At the time of writing insuf-
ficientinformationwas available onthe extent of the damage to crops. If
significant damage has occurred, US corn production could be lower than
currently forecast, resultingina higher than forecast world indicator price.

Theareasownto cornin Chinaisforecastto decrease slightly in 2008-09,
but remainaroundarecord 28 million hectares, reflecting high corn prices
andstrong domestic demand. Withanassumed return to average yields,
Chinese productionis forecast to be 150 million tonnes in 2008-09,3 per
centmore thanthe 2007-08 harvest.

In Braziland Argentina, harvest of the 2007-08 corn crop is approaching
completionand production is estimated to be one of the highest on record.
High corn pricesare forecast toresultintheareasownto cornin Brazil
increasing by around 3 per centin 2008-09,toarecord 15 million hectares.

Coarse grains outlook

2006 2007 2008 %
-07 -08 s -09 f change
World
Production Mt 989 1076 1068 -07
- barley Mt 137 134 142 6.0
-corn Mt 713 790 775 -1.9
Consumption Mt 1011 1065 1080 14
Trade Mt 117 125 119 -48
Closingstocks Mt 140 146 131 -103
US corn price US$/t 157 214 225 51
(fob Gulf, Sept-Aug)
Australia
Area ’oooha 6216 6529 6678 23
- barley "oooha 4182 4405 4484 1.8
-sorghum "0o0 ha 613 800 763 -46
Production kt 6727 10291 12407 20.6
-barley kt 4257 5920 7942 34.2
-sorghum ke 1283 2691 1940 -27.9
Exports kt 3255 4273 5783 353
-value A$m 875 1529 2044 337
Feedbarleyprice A/t 276 315 284 -98
Malting barley price A/t 321 355 327 -7.9

f ABARE forecast. s ABARE estimate.
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Productionin Brazilin 2008-09is forecast to be close to 55 million tonnes,
compared with the 10 year average of 45 million tonnes.

In2008-09theareasownto cornin Argentinaisforecast to remainaround
3.1million hectares, wellabove the 10 year average of 2.7 million hectares.
Argentina’s corn production is forecast to be 23.5 million tonnes, close to 10
per cent more thanwas harvestedin the previous year.

World barley productionisforecast toincrease by 6 per centin 2008-09.
The European Unionand the Russian Federation are the world’s largest
barley producers,accounting foranaverage of just more than half of global
production. Theareasown to barleyin the European Union is forecast
toincrease byaround 3 percentin2008-09and withanimprovementin
seasonal conditions, production is forecast to increase by around 2 million
tonnes.Inthe Russian Federation, withanimprovement in seasonal condi-
tionsandyields returning closer to historical averages, it is expected barley
productionwillincrease byaround g per centin 2008-09.

In Canada, cornandbarley productionare both forecast tofallin2008-09
astheareasown tothese cropsdeclinesin favour of wheatand oilseeds. The
areasownto cornisforecast to decrease by 12 per centand production by
14 per centin 2008-09,compared with the previous year. Despite aforecast
improvement in barleyyields, the declineinarea sown to barley is expected
tolead toadecline of barley production in Canadaby 5 per centin 2008-09.

Consumption to remain constant

In2008-09, global coarse grains consumptionisforecast to remain at
around 1.1 billion tonnes. Aforecast decline in demand for coarse grains for
livestock feed is likely to be outweighed by an increase in the demand for

coarse grains forindustrial purposes, particularly in producing ethanol. US corn use

US driving consumption 200

Total coarse grains consumption in the United States, the world’s largest
consumer, is forecast to increase by around 5 million tonnes in 2008-09. 150
Increased US consumption s largely the result of growing demand for corn
in producing ethanol. The use of coarse grains for livestock feed is forecast
tofallbyaroundi3percentin2008-09,asfeed wheatand distillers grains,a
by-product from the production of ethanol, replace cornin feeding rations.
Theavailability of distillers grainsis also replacinga proportion of cornin 0
feedrations. However, the use of distillers grainsis still in the developmental
stage and significant researchis beingundertaken to determine its suit-
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The ethanolindustryin the United States has expanded rapidly. In January feed
2000 there were around 54 operational ethanol plants with capacity of — industrial
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around 6.6 billionlitres per year. It is now estimated there are 134 ethanol
plants operationalin the United States with a production capacity of 27.4
billion litres. It isalso estimated that 77 plants are under construction or
expansion,whichwillincrease capacity by afurther 23.5 billion itres.

Mandated use of biofuelsintransport fuels under the US Energy Independ-
ence and Security Act of 2007 (EISA), will mean that US domestic use of
cornis likely to rise again in 2008-09. The mandate was set under the Act
to9.o billion gallons (34.1billion litres) by 2008, compared with domestic
production of 8.7 billion gallons (32.9 billion litres) in 2007.

European Union consumption declining

The demand for coarse grains for livestock feed in the European Union s
forecast to decline by around 7 million tonnesin 2008-09, where a poor
wheat harvestinthe previous season led to a higher use of coarse grains
infeedingrations.n2007-08 the use of coarse grains for livestock feed
increased to 116 milliontonnes, compared with an average consumption of
m million tonnes. With alarger wheat harvest expectedin2008-09anda
forecast declineinworld wheat prices, the use of coarse grains for livestock
feedinthe European Unionis forecast tofall.

Stocks to fallas consumption rises

End of season coarse grains stocks are forecast to be around 131 million
tonnesin2008-09, the lowest ending season stocks since the late 1970s.
US cornstocksare forecast to decline to 19 million tonnesin 2008-09, the
lowest level since the 1972-73 season.

Cornstocksin Chinaare expected to decline byaround 1 per centin2008-
09, making it the ninth consecutive year of declining corn stocks and the
lowest level since the 197778 season. This reflects continued strong growth
infeed demand and increased demand for cornas a feedstock for ethanol
production.

Balanced againstadeclinein cornstocksisaforecast 10 percentincrease
in endingseason barley stocks in 2008-09. Despite the forecast increase,
barley stock will remain close to the lowest they have been since the early
19805.

International trade in coarse grains decline

World trade in coarse grainsin 2008-09 isforecast to decline by 5 per cent
onlastyear’srecord,toaround 119 million tonnes. US corn exportsare fore-
casttofallbyaround16 percentin2008-09 because of stronger domestic
demand.
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Adeclineinworld corn exportsis forecast to outweighanincreasein global
barley exportsin2008-09. Barley exports from Ukraine and the Russian
Federationare forecasttoincrease in 2008-09,assuminga relaxation of
current exportrestrictionsimposed by these two countries. In late May
2008, the Russian Agriculture Ministerannounced grain export duties
would not be extended beyond 30 June 2008.1n May 2008, the Ukraine
Government lifted current export restrictions which itis unlikely to re-
impose forthe next season. Anincrease in Australia’s barley productionin
2008-09 isalso expectedtoresultinincreased exportable supplies.

The European Unionin 2007-08is estimated to have importedarecord
13 million tonnes of coarse grains to meet domestic production short-
falls. With a forecast rebound in production in2008-09, import demand
inthe European Unionis forecast to fall. The European Union suspended
import duties onall cereals (except oats, buckwheat and millet) until 30
June 2008, as areaction to high grain prices.

Australian production to increase in 2008-09

In Australia, the area sown to barley is forecast to remain largely
unchangedin2008-09 at 4.5 million hectares. Productionis forecast to
increase by 2 million tonnes to close to 8 million tonnes in 2008-09.

The recently harvested 2007-08 summer grain crops were significantly
larger than historical averages. Above average summer rainfallin northern
New South Wales and Queensland was of benefit to grain sorghum crops
withyields beingabove the long-termaverage in both states. Total grain
sorghum production is estimated to have reached arecord 2.7 million
tonnesin2007-08, close to 600 00O tonnes greater than the previous
record productionin1999-2000.

Exports toincrease in 2008-09

Total Australian coarse grains exports, in volume terms, are forecast to
increase by around 35 per centin 2008-09, reflectinga recoveryin produc-
tion. The most significantincrease is expected to come from barley exports,
whichare forecast to increase by 860 0oo tonnesin 2008-09. The value of
Australian coarse grains exportsisforecast to rise by 34 per cent to around
$2.04 billionin 2008-09.
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Gayathiri Bragatheswaran

The world oilseed indicator price (soybeans, cif, Rotterdam) has been at
record highs during 2007-08.1n 2008-09, prices are forecast to remain
highas demandfor oilseeds and oilseed products is expected to increase.
The world oilseed indicator price is forecast to increase froman average of
US$550 atonnein2007-08 to anaverage of US$578atonne in 2008-09.

World oilseed production higher

World oilseed productionisforecast to rise to 419 million tonnes in 2008-09,
an8percentincreasefromthe previousyear. Production of soybeansand
canola/rapeseed, two of the major oilseeds, are both forecast toincreasein
2008-09.

Inthe United States, the area sown to soybeans is forecast to increase to

30 million hectaresin2008-09. Thisis just under the record of 31 million
hectares planted for the 2006-07 seasonand up fromthe 26 million
hectares planted lastyear.Record soybean prices and crop rotational
benefits have provided incentives foranincrease in plantings. The forecast
increase insoybean areais at the expense of corn, with the area sown to
corninthe United States forecast to be down by 7 per centin 2008-09.
Assuming average seasonal conditions, soybean productionin the United
Statesisforecasttoincrease by 20 per cent to 85 million tonnesin 2008-09.

In mid-June 2008, flooding occurred across much of lowain the United

States,one of the largest soybean producing states. At the time of writing,
information on the extent of the damage to crops was not available.

USarea planted

40
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If significant damage has occurred, then US soybean production could
be lowerthan currently forecast, resulting in a higher than forecast world
indicator price.

Argentinaand Brazilare two of the world’s largest oilseed producers. In
2007-08, close to 17 million hectares of soybeans were harvested in Argen-
tinaand 21 million hectaresin Brazil. In the same year, soybean productionin
Argentinaand Brazil is estimated to have been 47 million tonnes and 61 million
tonnes, respectively. While soybean yields in Argentinain 2007-08 were 2.8
tonnes per hectare, below the previous year’s record, yields in Brazil were
above average at 2.9 tonnes per hectare. Assuming average seasonal condi-
tions, productionisforecastto increase againin both countries in 2008-09.

In Canada, the largest canola/rapeseed exporter, production is forecast
toincreasein2008-09.Improved soil moisture and higher canola prices
have encouragedalargerareato be planted for the 2008-09 crop. The area
plantedto canolain Canadain 2008-09is forecast to bearecord 6 million
hectares. Productionis forecastto be 14 per cent higher than the previous
year,atarecord of 10 milliontonnesin2008-09.

Demand for oilseeds driven by biodiesel

In2008-09,world oilseed consumption is forecast to increase by 3 per cent
to 416 million tonnes, with vegetable oil consumption to increase by 5 per
centto132million tonnesand oilseed meal consumption torise by 3 per cent
to 236 million tonnes.

Oilseeds outlook

2006 2007 2008 %
-07 -08 s -09 f change

World
Production Mt 403 388 419 80
Consumption Mt 393 403 416 32
-oilseed meal Mt 222 230 236 26
-vegetable oil Mt 121 126 132 48
Closingstocks Mt 73 57 58 1.8
Soybeansindicator
price US$t 335 550 578 51
Australia
Total production kt 1056 1419 2449 72.6
—-winter kt 601 1092 1697 554
—-summer kt 456 328 850 159.1
Canola
Production kt 573 1065 1665 56.3
Exports kt 238 591 805 36.2
-value $m 108 336 399 188
Price (Nov-Oct) A%t 530 715 644 -99

(delivered Melbourne)

f ABARE forecast.s ABARE estimate.
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Industrial use of vegetable oil has increased strongly in the past several
years,from below 10 million tonnesin 2000-01to above 23 million tonnes
in2007-08. With high crude oil prices, mandated biofuels use and invest-
mentinbiodiesel plantsacross the world, industrial use of vegetable oil is
expectedtorise toaforecast 25 million tonnesin 2008-09.

The European Unionisthelargest biodiesel producerand the major feed-
stockusedintheregionis canola/rapeseed oil. Total biodiesel production
capacityin the European Union has risen from 6 million tonnesin 2006 toan
estimated 1o milliontonnesin2007. As the biodiesel industry expands, the
demand forvegetable oil is expected toincrease.

Human consumption of vegetable oil also strong

The use of vegetable oil for human consumption hasalso beenincreasing,
fromaround 79 million tonnesin 2000-01to 102 million tonnes in 2007-08.

China, inparticular,has beena major driver of increased global vegetable oil
consumption. Human consumption of vegetable oil in China has increased
byanannualaverage of 8 per cent over the past tenyears.

Despite therising prices for vegetable oilin 2007-08, China’s food consump-
tion of vegetable oil continued to increase, reaching 22 million tonnes.
Perperson consumption of vegetable oil in Chinahas increased from 1o
kilograms in 2000-01to 16 kilograms per person in 2007-08.1n 2008-09,
consumption is forecast to rise again in Chinatoaround17 kilograms per
person.

Oilseed meal demand to grow

World oilseed meal consumption has beenincreasingatanannual average
of 4 per cent over the past five years. Major contributors to this rise are
Chinaandthe European Union, with average growth over the past five years
of 6 percentand2 per centayear, respectively.

The Russian Federationisanimportant consumer of oilseed mealand

its consumption hasincreased rapidly over the past 10 years. Increased
oilseed meal demand has coincided with anincrease in demand for poultry
products. Soybean meal is the major protein meal used for poultry produc-
tioninthe Russian Federation,accountingforaround 49 per cent of meal
consumption in 2007-08.1n 2008-09, meal demand in the Russian Federa-
tionisforecasttoincreaseas demand forlivestock products, especially
poultry, rises.
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End of season stocks increasing

World end of season oilseed stocks are forecast to increase by around
2per centto 58 milliontonnesin 2008-09. Global oilseed stocks declined
byaround 22 percentin2007-08,inresponse to an increase in consump-
tion of oilseeds and oilseed products. Although stocks were drawn down
significantly during 2007-08, ending stocks of 57 million tonnes are close to
theaverage of the five years ending2006-07.

Inthe major soybean exporting countries of the United States, Argentina,
and Brazil, stocks were drawn down by a total of around 12 million tonnes in
2007-08as domestic demand and exports grew.

Australian production to recoverin 2008-09

Variable rainfallacross the Australian grains belt has resultedina mixed
outlookfor canolaplantings in different regions. However, the total area
sownto canolais forecasttorise by 16 per centto 1.2 million hectaresin
2008-009.

Alate break to the 2008-09 winter cropping season has led to aforecast
declineintheareasownto canolain New South Walesand Victoria of 6 per
centand1g per cent, respectively. In South Australiareasonable rainfall
hasimproved planting conditions and the area planted to canolais forecast
toincrease by 9 per centin 2008-09.In Western Australia,above average
rainfallin April provided an excellent start for canola plantings with the area
plantedforecasttoincrease by 58 per centin 2008-009.

Overall, Australian canola productionis forecast to increase to 1.7 million
tonnesin2008-09,compared with 1.1 milliontonnesin 2007-08. However,
rainfall during the growing season will be critical for these forecasts to be
realised.

Australian canola exports to increase

Australian canola exportsare forecast to rise by 36 per cent to 805000
tonnesin2008-09,asincreased production adds to exportable supplies.
The value of Australia’s canola exportsisforecasttoincrease by 19 per cent
toaround A$399 millionin 2008-09.
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Modest decline forecast for sugar prices in 2008-09

The worldindicator price for sugar (Intercontinental Commodities
Exchange no.11spot, fob Caribbean) is forecast to decline to US12.1 cents
apoundin2008-09,downfrom US12.8 centsapoundinthe previous year,
under the expectedinfluence of further buildup in world sugar stocks. The
indicator price increased sharply in early 2008, to reach US16.7 cents per
pound but then declined to around US13 centsa pound in mid-June 2008.
However, current forecast prices for 2008-o9 are still relatively favourable
in historical terms.

World sugar productionand consumption in 2008-09 are expected to be
more evenly balanced thanin2007-08, despite a16 per centincrease in
sugar cane productionin Brazilin 2008-09. This closer balance reflects
anincreasing proportion of Brazilian sugar cane expected to be diverted
to ethanol production, rather than sugar production. Anumber of major
sugar producing countries are also expected to produce less sugarin
2008-09.

World sugar production to decline in 2008-09

World production of sugar is forecast to decline to 165.5 million tonnes in
2008-09, afterincreasingsharply toarecord 169 million tonnes in 2007-08.

World sugarindicators
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Higher sugar productionin Brazil, Australiaand Chinais forecast to be more
than offset by lower sugar production in the rest of the world, particularly in
the European Unionand India.

Brazilian sugar cane production is forecast to increase by 16 per centin
2008-09. However, high world oil prices, favourable incentives for the use
of ethanolasfuelandarapidly increasing fleet of flexi fuel cars in Brazil,
mean the proportion of the cane harvest going to ethanol production is
forecasttoincrease to 57 percentin 2008-09,compared with 53 per cent
in2007-08. Thisimplies an increase in Brazilian sugar production of only
2.1 milliontonnesin2008-09.

Thailandisalso forecasttoincrease sugar cane productionin 2008-09,
boosted by government policies aimed at expanding the industry. However,
Thaisugar production could decline by up to 500 0oo tonnes in 2008-09 if
targetsare met using sugar cane for ethanol production.

Production of sugar from sugar beet inthe European Union is forecast to
fallto15.6 million tonnesin 2008-09, down from 17.7 million tonnesin the
previous year. The main cause of this decline is renunciations of quotas
forsugar beet production,broughtabout by incentives provided under
the reformarrangements for the European Union’s Common Agricultural
Policy forsugar. The level of quota renunciations had reached 5.65 million
tonnesin May 2008, just short of the target 6 million tonnes.

Lower sugar productionisalso expected in the Russian Federationand the
Ukrainein2008-09, because of relatively favourable returns to grains and
some redirection in government policies arising from relatively abundant
supplies of sugar.

Indian sugar productionisforecast to decline by 11 per cent,in2008-09.
Thisresults from widespread payment delays to sugar growers with the

Sugar outlook

2006 2007

-07 -08 s -09 f change
World
Production Mt 162.6 169.0 165.5 =21
- Brazil Mt 324 324 345 6.5
Consumption Mt 1553 157.0 159.9 1.8
Closing stocks Mt 67.4 793 85.0 7.2
Changeinstocks Mt 9.9 10.1 5.7
Price USc/lb 11.7 128 121 -55
Australia
Area ‘o000 ha 409 397 395 -05
Production kt 4722 4961 4965 0.1
Exports kt 3714 3683 3707 07
-value A$m 1510 975 988 1.3

f ABARE forecast. s ABARE estimate.
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2007-08 cropand higher returns foralternative crops, particularly rice,
wheat, cornand pulses. The forecast declinealso reflects expected drop-
offsinsugaryields related to the planting cycle for Indian cane production.

Pakistansugar productionisforecast to decline by 12 per centin2008-09,
because of low returns to cane growers, despite government efforts to meeta
widening domestic shortfallin sugar production.

Inthe United States, sugar production from sugar beet is forecast to fall by
o.3milliontonnesin2008-09,while sugar from cane production s forecast
toremainatthe 2007-08level. Sugar beet that is genetically modified to be
herbicide tolerant will be grown commercially in the United Statesin 2008
forthefirsttime, followingapproval for food use in key world markets.

Australian plantings of sugar cane are estimated to be down by 0.5 per cent
in2008-09. However, reasonably favourable conditions have prevailedin
most growing regions since early 2008, raising the possibility that Australian
sugar productionin2008-o09 willbearound the same level as 2007-08.

Demand growth assured in 2008-09

The demand for sugar cane and sugar beetis beingboosted by high oil
prices and various policies throughout the world to encourage using
renewable fuels. Ethanol is produced from sugar cane, sugar beet or
molasses (a by-product of sugar processing).

Foodsugar demand is continuing to grow strongly because of rapidly rising
consumerincomes, particularly in emerging economies like Chinaand India.
World sugar consumption s forecast to grow by 1.8 per cent in 2008-09.

Risingworld food prices have prompted calls to lower incentives for ethanol
production in countriesincluding the United States and the European
Union. Should this happens, the effect onthe world demand for sugar cane
andsugar beet forethanol production would probably be slightin 2008-09.

Smaller buildup in world sugar carry-over stocks in 2008-09

Theforecast balance between sugar productionand consumption in
2008-09 suggestsasmaller buildup of world sugar carry-over stocksin
2008-09 than occurredin the previous two years.
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Higher world prices offset by stronger Australian dollar

Theworldindicator price for cotton (Cotlook ‘A’index) is forecast to
average 77.9 centsapoundin 2008-09,8.3 per cent higher thaninthe
previous year, largely because of the expectation of asustained period of
lower US cotton production.

The cottonindicator price surged to USgo cents a poundin early March
2008 underintense speculative activity, but has since declined to around
US80o centsapoundin mid-June 2008. Reflecting the expectation of lower
US cotton production, US cotton futures prices in mid-June 2008 ranged
from USy3 centsapound for July 2008 delivery, to USg4 centsa pound for
May 2010 delivery.

However, the strong Australian dollar is weighing heavily on current and
forward prices available to Australian cotton growers. In mid-June 2008,
forward cash prices for Australian cotton growers for the 2008 crop were
around $396 forabale of standard quality Australian cotton, rising to
$459 a bale for 2009 crop and $488 a bale for 2010 crop.

Small decline in world cotton production

Despite the higher prices, world cotton production is forecast to decrease
slightly in 2008-09 to 26 million tonnes.

Afurtherdeclinein US cotton productionin2008-09is likely to be largely
offset by small productionincreasesin most other cotton producing countries.

World cotton indicators
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World cotton production, by US cotton plantingsin 2008-09 are estimated to have declined by 13 per
country cent, followinga 15 per cent reduction in 2007-08. Contributory factors to
Australia the sustained decline in US cotton plantings are competition for land from
Brazil _ other crops for biofuel production and the removal of a particular subsidy

China : arrangement (the Step 2 competitiveness provision) under the US farm

India __ program, followinga successful challenge under the World Trade Organi-

sationarrangements. US cotton production is forecast to be 3.2 million

Pakistan _,
‘ tonnesin2008-09,down nearly 1 million tonnes on the previous year.

Turkey _

United States : . . . .
i i i In responsetomproved prices,increasesincotton productlon are

Uzbekistan 3_ i
i expected in most other cotton producing countries, with the exceptions of

other r— China, Braziland Turkey. However the increases are being kept to modest
Mt 2 4 6 8 levels by relatively high prices for competing cereal and oilseed crops being
2007-08 driven by demand for biofuels. The production increases in most countries
m 2008-09f are largely because of yield increases rather than areaincreases.

Limited growth in cotton consumption in 2008-09

World cotton consumptionis forecast to grow by only 1.1 per centin2008-
09, considerably slower than the average 4.2 per cent annual growth over
the past decade. World cotton consumption has beenincreasing over the
past decade, mainly because of strong growth in consumer incomesin China
and India. However, the threat of slower economic growth in key textile
consuming countries in 2008-09, particularly the United States,appears to
be dampening the demand for cottonfor processing.

The effect of higher cotton pricesappears to be most marked in China
where arecent survey by the China Textile Industry Association indicated
nearly one-quarter of all millswere running ataloss because of the strong
Chinese currencyandtherising cost of labourand other productioninputs.
Giventheincreasingreliance of Chinaon cottonimports, itis possible the
Chinese Government will make cuts to the sliding scale of import duties
currently applying to cottonimports.

Cotton outlook

2006 2007 2008 %
-07 -08 s -09 f change
World

Production Mt 266 26.1 260 -04
Consumption Mt 265 265 268 1.1
Closingstocks Mt 13.7 135 12.7 -59

Stocksto
consumption ratio % 519 50.7 475 -6.3
Cotlook’A’index USc/lb 58.1 719 779 83

Australia
Areaharvested ’000 ha 144 63 210 2333
Lint production ke 274 126 428 239.7
Exports kt 487 240 206 —142
-value A$m 823 411 700 70.3

f ABARE forecast. s ABARE estimate.
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Based on current expectations of world cotton productionand consump-
tion,amodest reduction of 5.9 per centinworld carry-over stocks of cottoniis
forecastfor2008-09. Thisrepresentsa 6.3 per cent declineinthe stocks to use
ratio.

Continuation of irrigation water shortages in Australiain 2008-09

Harvesting of the 2007-08 cotton crop in Australiahas largely finished.
Areas planted to cottonin Australiain 2007-08 were severely limited
because of shortages of irrigation water. Growing conditions for the crop
have generally been good, despite some periods of cooler weather unfa-
vourable to cotton growth, achievingabove average yields and fibre quality.
Nevertheless, Australian cotton lint production in 2007-08 is estimated to
have been only 125800 tonnes, the smallest Australian harvest since 1982-83.

The stored water situation inthe cotton growing regions of Australia has
deteriorated over the past three months because of alack of rain, but is still
somewhat better thanat the same time in the previous year. Although gross
marginsat current expected prices forthe various crop production possibili-
tiesappeartofavour cotton, irrigation waterandlandare being diverted to
winter grain productionin the traditional cotton growing regions to generate
cash flow. Nevertheless, Australian cotton production (@ summer crop) in
2008-09isforecast toincrease by more than 300 0oo tonnes compared with
the severely droughtaffected harvest of 2007-08.

The small cotton harvestsin 2007-08 and 2008-09 mean Australian cotton

exportsin2008-09 will only be around one-quarter of the record level of
exports of 834 coo tonnesreached in 2001-02.

Australian cotton production and exports
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Australian beef productionand
saleyard prices
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Sally Fletcher

The Australian weighted average saleyard price of cattleis forecast to
increase by 3 per centin 2008-09to 294 cents akilogram (dressed weight).
Theforecastincreasein pricesreflectsadecline in slaughterings, particu-
larly of cowsand heifers,and anincreasein re-stocker demand as producers
begin to rebuild herds,assumingareturn to average seasonal conditions.
Anincrease in the quality of cattle being turned off isalso expected to
contribute to the forecast higher saleyard pricesin 2008-09.

However,aforecast fallin the demand for Australian beefin the Republic
of Korea,and possibly Japan,as competition from US beef increases, is
expectedto largely offset the upward pressure on saleyard prices. The
assumed high value of the Australian dollar against the US dollarin 2008-
09isexpected to constrain growth indemand for Australian beef in other
export markets, also placing downward pressure on saleyard prices.

Thereis considerable uncertainty surrounding some factors that will influ-
encesaleyard pricesin 2008-09. Forexample, if seasonal conditions do not
improve in most regions,and slaughterings remain high, saleyard prices could
be markedly lowerthan currently forecast. However, prices could be higher
than currently forecast if the United States does not gain fullaccess to the
Japanese market during2008-09, orif the implementation of new Korean
protocolsonUS beefimportsare further delayed. Inthis case, the demand

for Australian beef in these two major export markets would remain strong,
placing upward pressure on export prices and hence domestic saleyard prices.

Australian beef production to fall slightly in 2008-09

Total cattle slaughteringsin 2007-08 are estimated to have been 3 per cent
lower than in 2006-07,at 8.8 million. Most of this declineis in slaughter-

ings of steers, bullsand bullocks. This reflects fewer cattle being turned

off fromfeedlotsandanincreasein cattle beingexported live. However,
female cattle slaughterings remained highin 2007-08, as seasonal condi-
tionsin many regions remained relatively poorand producers deferred herd
rebuilding. Thisis particularly the case in many regions in southern Australia.

Assuminganimprovement in seasonal conditions, total cattle slaughter-
ings are forecast tofall furtherin2008-09 to 8.7 millionas producers retain
cowsand heifers to rebuild herds. Reflecting the overall decline in slaugh-
terings, beefand veal productionis forecast tofall by 1 per centtoaround
2.1 milliontonnesin2008-09.
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Inresponse to reduced production and lower demand for Australian beef
in key export markets, Australian beef exportsare forecast to fall by 3 per
centin2008-09to 900 0ootonnes. The value of beef exportsin 2008-09
is forecast tofall by 2 per cent to around $4.1 billion.

Uncertainty over beef agreement between the Republic of Korea
and the United States

Anagreement relaxing the Republic of Korea’simport protocols on US beef
was reachedin April2008. Thisagreementisto replace the standards setin
January 2006 which limit Korean imports of US beef to only boneless beef
from cattle aged 30 months or younger. However, there have been delays in
implementing the new protocols.

On18 April 2008, the Republic of Koreaandthe United States reached an
agreement toallowall US beef products from cattle of allages to enter the
Korean market. Thisisatwo phase agreement with bone-in US beef from cattle
3omonths of age orlessallowedinthefirst phase. Under the second phase,
contingent onthe United States’ publication of an enhanced feedrule, US beef
from cattle olderthan 3o months of age was to be accepted. Theamended feed
rule,which expandedthelist of prohibited materials that could be fed to cattle
andotheranimals, was published the week after the agreement was reached.

Quarantineinspections of US beef were originally scheduled to resume
on15May 2008, but thiswas delayed inan effort to calm public fearsinthe
Republic of Koreaabout the safety of US beef. Since thenthere have been
numerous protests from producersand consumersabout the agreement
onUS beefimports,and theimplementation of the new protocol has been
delayedfurther. There has been particular concernabout removing the 30
month age restrictionand further discussionsabout this part of the agree-
mentare now taking place.

Beef and veal outlook

2006 2007 2008 %

-07 -08 s -09 f change
Cattle numbers million 280 281 282 04
-beef million 254 255 256 04
Slaughterings '000 9081 8800 8700 -1
Production kt 2226 2160 2135 —-12
Exports (shipped weight)
-toUnited States ke 303 242 245 12
-toJapan kt 403 365 350 —4.1
-toKorea,Rep.of kt 157 146 125 —144
-total kt 974 930 900 -32
-value A$m 4634 4160 4080 -19
Live cattle 000 638 700 680 -29
Price
-saleyard Ac/kg 292 285 294 32
-USimport USc/kg 282 300 316 53
- Japanimport USc/kg 477 510 520 2.0

f ABARE forecast.s ABARE estimate.
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If the first phase of the agreement allowing bone-in US beef product to
enter the Korean market were to go ahead, Australian beef exportsto the
Republic of Korea could be adversely affected. In 2003, prior to the ban
onUS beefimports, nearly 60 per cent of imported US beef was bone-in
products (mainly rib cuts), which are preferred cutsin the Republic of Korea.
Since the ban on US beef, Australia has been unable to supply large quanti-
tiesof the preferred bone-inrib cuts. As aresult, Korean consumers and
retailers have switched to using porkand other cuts of beef as substitutes.
When US bone-in product is again available in the Republic of Korea, it is
likely the demand for Australian beef would be adversely affected to some
degree.

These forecasts reflect the assumption that an easing of import restric-
tionson US beefimportsin the Korean market will occurin mid to late
2008.Under thisassumption, imports of US beef into the Republic of
Koreaare forecasttoincreasein 2008-09. The increase inimports of

US beefis expected to lead to lower demand for Australian beefin the
Republic of Korea. Reflecting thisassumed development, exports of
Australian beef to the Republic of Koreaare forecast to fall by 14 per cent
to 125000 tonnes.

Priorto the discovery of the BSE (bovine spongiform encephalopathy or
‘mad cow disease’) case in the United Statesin December 2003, more than
60 per cent of Korean beefimports were sourced from the United States.
Evenwithan expected increaseinimports of US beefin2008-09,imports of
Australian beef are likely to remain wellabove 2003 levels, as it will take time
forUSbeefto beimportedandaccepted by retailersand consumers.

Giventherecent protestsin the Republic of Koreaabout the agreement on
USbeefimports, thereis considerable uncertainty about consumeraccept-
ance of USbeefinthe Republic of Koreaevenif the import banislifted. If
thereislowacceptance of US beef by Korean consumers and retailers, the
adverse effect on Australian beef exports to the Republic of Korea could be
significantly lessthan currently forecast.

Lower volume of beef exports to Japan in 2008-09

Astrong Australian dollar, higher domestic feed grain prices and the associ-
ated declineinthe number of cattle onfeedin Australia over the past year,
hasledtolower exports of beef to Japan. In the first 11 months of 2007-

08, Australian total beef exports to Japan declined year on year by 10 per
cent, while Australian grainfed beef exportsto Japanfell by 17 per cent.
Throughout 2007-08 the landed price in Japan of Australian beef increased,
with the price of grainfed beef rising relatively more than the price of
grassfed beef.
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There hasbeen no change to the Japaneseimport protocols on US beef. Monthlyimport prices of
Only US beef from cattle under 21 months of age is allowed to enter the Australian beefin Japan
Japanese market, which continues to constrain shipments of US beef to ended May 2008
Japan.Itisunclearat this stage when this restrictionis likely to be relaxed. 700

However, if the age limit on US beefisincreased, itis expected there willbe

anadverse effect onthe demand for Australian beef. 600

Australian beef exportsto Japanare forecast to fall by 4 per centin 2008- /\/\’_

09,t0350 000 tonnes,assumingimportrestrictionson USbeefarerelaxed ~— 50° /A\/_/
towardthe end of 2008 or early 2009. The landed price of grassfed beef

in Japanisforecasttoincrease by 2 per centto 520 US centsakilogramin

400
2008-09, reflecting lower Australian beef production.
cif
. . USc/kg T T
Exports to the United States to remain largely unchanged My July Jan
2006 2007 2008

Australian beef exports to the United States are estimated to have declined

in2007-08as cattle slaughter inthe United States has been highand the shortfed
US dollar has been depreciatingagainst the Australian dollar. With cow — grassfed
slaughterinthe United States expected to decline in 2008-09, the demand

forimported manufacturingbeefislikely toincrease.

However, the production of manufacturing beef in Australiais expected
tofallin2008-09as producers reduce cow slaughter for herd rebuilding.
Australian beef exports to the United States are forecast to be 245000
tonnesin2008-09, largely unchanged fromthe previous year.

TheincreaseinUSimport demand for manufacturing beefis expectedto
put upward pressure on the landed prices of Australian beefinthe United
States.In2008-09,the USimport price of Australian beefis forecast to
increase by 5 per cent to 316 US cents a kilogram.

Live exports

Exports of live cattle are estimated to have increased by 10 per cent to
700 000 headin2007-08,asthe supply of suitable cattle from Australia
increased and demand from Indonesia continued to grow. The increasein
live exportsalso reflected the lower demand from Australian feedlots for
cattleasaresult of the high grain prices over the past year.

Live exportsare forecast to decline slightlyin 2008-09, reflecting the fore-

castincreasein Australian cattle pricesandanassumed high Australian
dollar. Live cattle exportsare forecast tofall by 3 per cent to 680 0oo head.
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Thomas Jacksonand Sally Fletcher

The Australian weighted average saleyard lamb price is forecast to
increase by 5 percentin 2008-09,to anaverage of 345 cents a kilogram.
Thisforecastreflectsatighteningin domestic supply conditions for
Australian lamb and steady demand growth in both domesticand export
markets.

Contingentonareturnto average seasonal conditions, the weighted
average saleyard price of sheepis expected to increase by 10 per cent to 175
centsakilogramin2008-09,as producers retain sheep for flock rebuilding.
If animprovement in seasonal conditions does not eventuate, sheep
slaughter rates would be expected to remain high, putting downward pres-
sureonsaleyard prices.

Prices strongerin 2008-09 as production falls

Lamb pricesare forecast toincrease in 2008-09 as production fallsin
response to flock rebuilding. The number of lambs marked is forecast to
declinein2008-09, following two years of high sheep slaughter.In 2008-09,
lamb slaughterings are forecast to decline by 4 per cent to 19.8 million with
lamb productionforecasttofallby 5 per centto 410 0oo tonnes.

Assuming improved seasonal conditions, sheep slaughterings in 2008-09
areforecast todeclineby 24 per centto g millionand mutton productionis
forecast tofallby 25 per centto 194 000 tonnes.

Favourable prices of cerealsand other grains are also expected to contribute
tothe declinein production of both muttonandlambin 2008-09. High
grain pricesare expectedtoresultinanear-record area of winter crops
beingsown in Australiain 2008-09. Thisis expected to contribute to lower
production of both lamband mutton by reducing the land available for
sheep enterprises.

Sheep numbers to remain relatively low

The Australian sheep flock is estimated to have fallen by 4 per cent to slightly
less than 82 million by the end of 2007-08. The smaller flock size mainly
reflects relatively high sheep slaughter throughout 2007-08, followinga
significantincreaseinslaughteringsin 2006-07.

Stronglamb prices are expected to provide producers with incentives

to begin flock rebuildingin 2008-09, provided seasonal conditions are
favourable. However, the reduced size of the Australian flock will limit the
rate at which this rebuilding occurs. Accordingly, the size of the sheep
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flockis not expectedto increase markedly in 2008-09. If seasonal condi-
tions are favourable over the next few years, the speed of flock rebuilding
canbeexpectedtoincrease.

Exports to moderate

In2008-09, exports of Australianlambare forecast to decline by 5 per cent
to158 oootonnes. Thisforecast decline represents the first declinein lamb
exportssince 2002-03and reflects lower expected lamb suppliesin 2008-09.

Exports of lamb from Australiaincreased by more than 50 per cent between
1999-2000 and 2006-07. This growth occurred despite the total size of the
Australian sheep flock declining by nearly 30 per cent over the same period.
This growthin exports wasachieved because of anincrease in lamb produc-
tion, mainly asaresult of changesinthe composition of the Australian sheep
flock, witha greater proportion of ewes beingjoined to produce lambs for
slaughter.

Export marketsfor Australian lamb are highly segmented with the largest
single market, the United States,accounting for an estimated 26 per cent of
totalexportsin2007-08. Otherimportant marketsinclude the Middle East,
the European Unionand China. Strong export growth to these and other
smaller markets has been maintained inrecent years despite the apprecia-
tion of the Australian dollar. Between 1999-2000 and 2006-07, exports of
lamb to the United States and the Middle Eastincreased by 9o per centand
104 per cent, respectively. Exports to Chinaalso increased sharplyalthough
fromarelatively low base.

In contrast, exports by Australia’s major competitor, New Zealand, have not
beenincreasing because of drought and a shiftaway fromlamb production

Australian lamb exports to selected regions
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to otheragricultural activities, especially dairy. Between 1999 and 2006, for
example, the total number of sheep in New Zealand declined by 16 per cent
andthe number of dairy cattleincreased by 22 per cent.

Australian mutton exportsare forecast to decline by 25 per centin 2008-
o9asaresult of higher domestic prices for Australian mutton arising
fromlower sheep slaughter and the assumed strength in the value of the
Australian dollaragainst other currencies.

Live sheep exports to fall

Assumingareturn toaverage seasonal conditions in 2008-09, the supply of
sheep forlive exportis expectedto declineas producers rebuild flocks. Asa
result,the number of live sheep exported from Australiais forecast tofall 12
per centto 3.7 millionin2008-09.

Sheep meat outlook

2006 2007 2008 %
-07 -08 s -09 f change

Slaughterings
Sheep ’000 13271 11840 9000 —-24.0
Lamb '000 20158 20700 19800 -4.3
Production
Mutton kt 271 257 194 —-245
Lamb ke 413 433 410 -53
Exports (shipped weight)
Mutton kt 162 160 120 —-250
Lamb kt 150 166 158 -48
-toUnited States kt 47 43 44 23
Totalsheep meat
-value $m 1206 1262 1166 -76
Live sheep ’000 4138 4200 3700 -11.9
Saleyard prices
Mutton Aclkg 136 159 175 10.7
Lamb Ackg 326 329 345 49

f ABARE forecast. s ABARE estimate.
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Caroline Gunning-Trant

The eastern market indicator (EMI) price for wool remains relatively high
despite asteady decline which began in February 2008. In early May 2008,
the EMIfell below 9oo centsforthefirst time since August 2007. This fall

in pricesisthe combined result of astrong Australian dollar, causing wool
to be more expensive for foreign buyers,and aslowinginthe growth of

the globaleconomy, precipitated by the US sub-prime crisis, causing the
demandfor final consumer goodsincluding woollenappareltofall. Forthe
2007-08 season, the average price is estimated to be 9 per cent higher than
the previous year, at 945 centsakilogram clean.

The factorsaffectingthe price of woolin recent monthsare expectedto
continue into next season. Slowing global economic growth, combined with
escalating prices for food and fuel, will dampen retail sales for luxury goods
suchaswoollenapparel bothinthe United Statesand in Europe. Asaresult,
demand for raw materials further up the supply chainis expected tofall,
putting downward pressure on the prices offered for wool. Compounding
thisissue will be the value of the Australian dollar relative to other curren-
cies,whichisassumed to remain strong through 2008-09. These factors
will put further downward pressure on prices.

Atthe end of the 2007-08 season, the EMIin Australian dollar terms was
approximately 200 cents, or 20 per cent,lower than its peak in January
2008. The strength of the Australian dollar relative to the US dollar has
resultedinasmaller decline of 12 per centinthe EMIexpressedin US dollar

Weekly Australian eastern market indicator wool price
ended 6 June 2008
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terms,demonstrating how the exchange rate can bolster the price paid for
woolinaforeign currency.Ineuros,the EMI hasfallen17 per cent, making
wool comparatively more affordable for European buyers.

Reflectingthe assumed strengthin the Australian dollarand forecast
weaker consumer demand, the EMIis forecast to fall by 9 per cent to average
860 centsakilogram cleanin 2008-09. A possible mitigating factor in

the extent that pricesfallis, however, the effect another year of low wool
production willhave on stimulating competition between wool buyers.

Producers shifting to grain production in 2008-09

The 2006-07 drought caused many wool producers to reduce

sheep numbersas pastures dried up and the cost of purchasing feed
outweighed the returns from the sale of wool or prime lambs. The
contraction of the national flock, combined with lower fleece weights
associated with poor feed conditions, has led to an estimated fallin
shornwool production to 405000 tonnesin 2007-08.

High wool prices in early 2008, combined with favourable summer
rainfall, signalled the possibility of an expansion in the national flock in
2008-09. However since that time, continued high world grain prices
have proven enticing to producers who have struggled financially since
the drought. Many producers have therefore opted to reduce their
reliance on wool productionand put more emphasisinto cropping for
the comingyear. This situation is mostapparent in Western Australia
butisalsooccurringinthe eastern states. The national sheep flock is
estimated to have declined to 82 million by June 2008 as aresult of high
slaughter numbersin2007-08. Reflecting this, the number of sheep
shornisforecasttodecline by 3 percentin 2008-09. Assuming average
seasonal conditions, the average cut per head is forecast to remain

Wool outlook

2006 2007 2008 %

-07 -08 s -09 f change
Sheep numbers million 86 82 82 0.0
Sheep shorn million 100 93 90 -32
Wool production (greasy)
-shorn kt 430 405 398 -1.7
-other kt 47 47 45 -43
—total kt 477 452 443 -20
Woolexports (balance of payments basis)
-volume (gr.equiv.) kt 566 492 482 -20
-value A$m 3065 3000 2680 -10.7
Market indicator (clean)
-eastern Acfkg 864 945 860 -90
—-western Acfkg 856 947 857 -95
Auction price (gr.) Ackg 544 593 546 -7.9

f ABARE forecast.s ABARE estimate.
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largely unchangedin 2008-09, with shorn wool production forecast to
decline by 1.7 per centto398 ooo tonnes.

Mulesing — a challenge for the industry

In making decisions regarding flock size in the future, producers must now
weigh up the costs of switching from mulesing to other methods of control-
ling fly-strike. The industry is working to phase out the practice of mulesing
by the end of 2010. However, recent announcements by several high-profile
international clothingretailers regarding mulesingare a matter of concern
totheindustry. Such concerns have put additional stress onan industry still
tryingtorecover from drought, as wellas coping with other issues such as
labour shortages.

Export demand affected by exchange rates

Without any real stocks to bolster supply, the volume of raw wool exports  Australian shorn wool
in2007-08 has followed the production trend more closely than inthe past. Productionandexports
Woolexportsare estimated to be 13 per centlowerin2007-08,at 492 000 1090
tonnes. Exportearnings in 2007-08 have been supported by high average
wool prices and are estimated to remain virtually unchanged at $3 billion.

While a constrained wool supply will continue to affect the market in 2008-
09,lowerdemand will have the greatest effect on prices. China will continue
tobethelargest buyer of Australian wool in 2008-09,although its demand
is likely to be affected by the state of the US economy. Inthe United States,
demand forwoollen apparel from Chinais expectedtofallin2008-09asa
result of the US economic downturnandaweak US dollar. The softening of

USdemandwillimpact directly on the Chinese demand for Australian raw e e e
1992 1996 2000 2004 2008

P E N NN AEENEEEEAEE N

wool.Demand by European buyers isalso expectedto decline, following the . 5 97 o 05 -0of
recent downward trend of retail sales. The volume of total raw wool exports is — exports
therefore forecasttofallby 2 per centin 2008-09 to 482 ooo tonnes. Weaker production

average pricesare forecasttoresultinaproportionately larger drop in export
earnings, with an anticipated decline of almost 11 per cent to $2.7 billion.

Wool becoming more competitive

The price competitiveness of wool against other fibresis gauged by its price
relative to that of syntheticsand cotton. Since 2006-07 there has been
ageneral up-swingin fibre prices, notjust limited to wool. Between April
2007and April 2008 prices for polyesterandacrylic fibres have increased
11and17 per cent, respectively. This compares with arise of 1 per centinthe
EMloverthe same period,although this smallincrease is the average of an

11 per centrise between April 2007 and January 2008, followed by a steady
decline through to the end of April 2008.

Theincreasein man-made fibre pricesis associated with the rise in crude oil
prices,amajor componentin the production of these fibres. The increase

370 Australiancommodities « vol15no 2 « June quarter 2008



Quarterly price ratio of wool
(21micron) toalternative fibres

N

W

L Lt

2001 2003 2005 2007

—— woolto Cotlook’A’ratio
—— WOol to synthetic price ratio

Wool

inthe price of man-made fibres, combined with the comparatively high
prices for raw wool, has led to the wool-to-synthetic price ratio remaining
relatively stable throughout the current season, at approximately 4:1.

The ratio of the 21 micron wool price to the synthetic fibre price is forecast
todeclineby 22 percentin2008-09,toaverage 3.5:1,as aresult of contin-
uing high prices for crude oiland the forecast decline inthe price of greasy
wool. This price ratiois closer to the average annual ratios that occurred
between 2004-05and2006-07and reflects an expectedincreaseinwool’s
competitiveness.

Inthe case of cotton, world cotton prices have also been increasing, with
the Cotlook ‘A’ price index 33 per cent higher in April 2008 compared with
April2007. After remaining steady throughout the summer monthsat 5.9:1,
the ratio of woolto the Cotlook ‘A’ index fell 8 per cent through autumn
2008, toaverage 5.4:1,as aresult of continued high cotton prices. This
implies that, during the recent autumn months, the competitiveness of wool
relative to cotton increased. However,compared to the average of 4.5:1
between 2000 and 2007, wool has become less competitive thanit once
was.

The ratio of the wool price to the Cotlook ‘A’ index has been less variable
in2007-08 than the previous year. In 2006-07,soaring wool pricesand
comparatively stable cotton prices resulted inasteep increase in the wool
to cottonratio, fromalow of 4.3:1at the beginning of that season to a high
of 6.8:1by May 2007. Sofar this season, the band within which the wool to
cottonratio has fluctuated has been more narrow, between5.3:1and 5.9:1.
In2008-09, the ratio of the price of 21 micron wool to the Cotlook ‘A’ index
is forecasttofallby 11 per centto 5:1,asaresult of the forecast weakening of
the wool price combined with expected increases in the world cotton price.
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Australian-farm gate milk prices are forecast to rise by 10 per centto 54
centsalitrein2008-09 afteraveragingaround 49 centsalitre in 2007-08.
Higher domestic milk prices reflect high world prices for manufactured
dairy products. However, despite the high domestic prices on offer, lead
timesin herd rebuildingand continuing low irrigation water allocations
(particularly in the Murray-Darling Basin) will limit the ability of many
Australian dairy farmers toincrease production in 2008-009.

Seasonal conditions have the potential to significantly affect world dairy
pricesin2008-09.Drought in Australia,and more recently in New Zealand,
hasreduceddairy productionand exportsand placed upward pressure on
world prices. If there is nota return to average seasonal conditions in the
major producing countries, world production growth will be slower than
expectedandworld prices couldrise.

World dairy trade continues to grow slowly, despite high prices

Supply constraints in the major dairy exporting regions are expected to
limit growth inworld dairy trade in 2008-09, despite solid growth in global
demand.

Amongthe key constraints on growth in world dairy supplies are market
reformsinthe European Unionthat haveled to reduced surplusesand
slower growthin exports,and government policies discouraging exports
from Argentina. Also, continuing effects of drought in Australia have
reduced milk productionand the export of manufactured dairy products.

In2008-09, milk productioninthe European Unionisforecasttoincrease
byaround 2 per cent. While higher milk prices have provided incentives to
increase production, growthin EU milk output will be limited by legislated
production quotas under the Common Agricultural Policy (CAP), that will
restrictoutputinsome of the largest producers. Milk production quotas for
2008 were expanded — by 0.5 per cent to 11member statesand byafurther
2percenttoallmemberstatesfrom1April. Nevertheless, milk production
withinthe European Unionis not expected to increase to the full extent
allowed by quotaasindustryrestructuringand poor profitability of some
smaller farms will prevent some member states from filling their national
quotas. Inaddition, high feed costsand the continuing presence of blue-
tongue disease may reduce milkyields in some regions.

Forthe European Unionasawhole, milk production quotas under the CAP
will continue to limit that dairy industry’s supply response to higher world
dairy prices, although these quotas will be increased gradually (by 1 per cent
ayear overthe next five years) ahead of theirabolition in 2015,
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Changesin domestic dairy consumption will also significantly affect the
outlookforthe European Union’s exports in 2008-09. Increasing consump-
tion of fluid milkand manufactured dairy products (particularly in new
member states where incomesare rising) will limit growth in exports, despite
increasing output.Inaddition, changing patterns of dairy product demand
within the European Unionandassociated price signals have changedthe
dairy product mix. Cheese production has grown significantly in recent years
andis usinganincreasing proportion of milk production. Thisis reducing the
quantity of milk available for the manufacture of other dairy products such
as milk powders. Asaresult, EU milk powder exports have been declining for
some years,andare not expected to grow significantly in 2008-09.

In Argentina, significant new investment in dairy farming and milk
processing facilities has resulted in strongincreases in milk and dairy
production over the past decade. Combined with strong world demandand
high prices, this has created potential to expand dairy exports. However,
Argentina’s dairy exports have been constrained by export taxes aimed
atreducing exportsand maintaininglow cost supplies for domestic
consumers. Asaresult,export growth is expected to be limitedin the short-
term, despite a projected recovery in production.

In New Zealand (which has overtaken the European Union as the world’s
largest dairy exporter), milk productionis projected to increase by around
2per centin2008-09. Despite strong price incentives, that dairy indus-
try’sability to rapidly increase productionand exportsis expected to be
constrained by lead-times in building dairy herds, competingland uses and
increasing compliance costsassociated with government regulation on
effluent disposal.

Dairy outlook

2006 2007 2008 %

-07 -08 s -09 f change
Cow numbers '000 1796 1728 1750 1.3
Milk yields Ljcow 5336 5266 5286 04
Production
Total milk ML 9583 9100 9250 1.6
-market sales ML 2162 2197 2233 1.6
-manufacturing ML 7421 6903 7017 1.7
Butter ke 133 125 128 24
Cheese ke 364 340 346 1.8
Whole milk powder kt 135 130 133 2.3
Skim milk powder kt 191 170 173 1.8
Farm-gate milk price AclL 332 490 54.0 102
Value of exports A$m 2438 2690 2697 0.3
World prices
Butter US$/t 2023 4010 3750 —-65
Cheese US$ft 3004 5065 4875 -38
Skim milk powder US$/t 3188 4175 3650 —-126

Whole milk bowder US$it 3046 4560 4275 —-6.3

f ABARE forecast.s ABARE estimate.
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Dairy productioninthe United Statesis forecast to increase by around 2
percentin2008-09 as higher milk prices outweigh the effects of higher
feed costs.US dairy exports have increased in response to high world prices
and improved export competitiveness, prompted by the lower US dollar.
Exports, particularly of skim milk powderand cheese, are expected to be
higherin2008-09.

In China, both the productionand consumption of milkand dairy products
are expected to continue toincrease rapidly in 2008-09. However, with an

increasing proportion of consumption being met by domestic production,
China’s dairyimports, particularly of milk powders, are expected to decline.

World dairy prices to fall, but remain relatively high in 2008-09

While remaining relatively high, world dairy product prices are forecast to
average lowerin 2008-09 as limited increases in productionand exports
fromthe United States and European Union improve the availability of dairy
products onworld markets.

In2008-09, world prices for skim milk powder and whole milk powderare
forecasttoaverage around 13 per centand 6 per cent lowerat US$3650a
tonneand US$4275atonne respectively.

World import demand for milk powders continues to grow, particularlyin
parts of Asiaand the Middle East where income growth is high. Demand for
milk powdersalso remains firmin developed countries such as the United
Statesandinthe European Union.

Despite this, growth in supplies of milk powders is expected to be limited, World dairy product prices
inline with slow growth in global milk production. Inaddition, changing

patterns of dairy demand (particularly in the European Union) are expected = 6000
toresultin more milk going to cheese production. Slow growth in produc-
tion, together with the exhaustion of EU intervention stocks, will limit the
amount of milk powder available for exportand contribute toworld prices 504
remainingat relatively highlevels.

5000

Prices for skim milk powderand whole milk powder are projected to diverge
somewhatin2008-09, largelyasaresult of an expectedincrease in exports
of skim milk powder from the United States.

1000

2007-08
Cheese pricesare forecast toaverage 4 per cent lower,at around US$4875a usf/t‘ ) N H
tonne in 2008-09asworld supply grows more rapidly than demand. Cheese 2000 2%032 290054 2%36 %g;’?
productioninthe European Unionis expected to increase, reflecting solid — cheese
growthindomestic demandand relatively high world prices. However, —— skim milk powder
increasing domestic cheese consumption in the European Union is whole milk powder
expectedto limit growth in exportsin 2008-09. butter
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Cheese exports from Australiaare expected to be slightly higher in 2008-
oginlinewithaforecastrelatively smallincrease in milk production, while
exportsfromthe United Statesare expected to increase asaresult of strong
world pricesandaweak US dollar.

Butter pricesare also forecast to fall by more than 6 per centin 2008-09
toaverage US$3750 atonne. Butter consumption has beenincreasingas
incomes in the Russian Federation, Egypt and parts of the Middle East have
risen.Inthe United States and the European Union, butter consumption is
growing more slowly. Rising butter production in the European Union and
increased exports from the United States are expected to put some down-
ward pressure onworld prices.

Australian milk production beginning to recover

Afterfalling by an estimated 5 per centin 2007-08, Australian milk produc-
tionisforecasttorise by 1.6 per centtoaround9.25 billion litres in 2008-009.
Dairy cownumbersare expected toincrease for the first time in seven years.

Milk production has been affected by low rainfallin major catchments which
has prevented water allocations inirrigation-dependent regions from
increasingsignificantly. As aresult, milk production costs have increased
because farms have become more reliant on expensive purchased feeds
ratherthanirrigated pasture. However, for many less affected farms, higher
farm-gate milk prices have contributed to improved profitability. Asa result,
Australia’s total dairy herd has been recovering slowly in the first half of
2008, with milking cows attracting relatively high prices at market.

Australian milk production
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Underlying this trend, cattle numbers onindividual farms remain mixed,
with some dairy farmersincreasing their milking herds while others have
soldtheir cattle and water allocations.

In2008-09, Australian milk production will be strongly linked to rainfall
patterns,improved water allocations forirrigation and the cost of supple-
mentary feeds. Withanassumed return to average seasonal conditions,
fodderavailability is expected to improve in most dairying regions. However,
pasture availability inirrigation-dependent regions of inland Australiais
expected to remain difficult,as catchments will require sustained, above-
average rainfall before waterallocations can return to more normal levels.
With feed grain prices forecast to remain relatively high over 2008-09,
improving fodder supplies from on-farm and off-farm sources in spring will
be the key factorallowing continued herd rebuilding and increased milk
production.

Farm-gate milk prices to average higherin 2008-09

In2008-09, Australian farm-gate milk prices are forecast to rise by more
than1o per cent,toaverage around 54 cents a litre.

Forecast higher farm-gate milk prices reflect highworld prices for dairy

productsand the need for processors to maintain milk supplies for their

factories. Higher farm-gate prices are expected to encourage farmers to

maintain milk production despite high purchased feed and water costs Value of Australian dairy exports
which might otherwise resultinfurther herd reductions. Although grain
pricesare forecast to decline, dairy farm profitabilityin 2008-09is likelyto ™4
be affected by relatively high feed grain prices. 12 A

P

) ) ) ) ) ) 10
Dairy export earnings higher in 2007-08, relatively flat in 2008-09 . — \/\/\
The value of Australian dairy exports s estimated to have increased by 10 \
per centtoaround $2.69 billionin 2007-08.1n 2008-09, the total value of 6
Australian dairy exportsis projected to be relatively stable at $2.7 billion as 4 \\/\—_\
higher export volumes are offset by lower world prices.

20207—08
In 2008-09, the value of skim milk powder exports is forecast to decline o
by 3 percentto $516 million. Export earnings from whole milk powder 2000 2002 2004 2006 2008
A . -01 -03 -05 -07 -09f

are expected to be down marginally to $355 million. The value of butter — cheese
exportsis forecast to remainaround $216 million, while export earnings _ Cskim milk powder
from caseinand cheese are expected to be down by 8 per centand 1 per whole milk powder
cent, to $102 millionand $918 million respectively. butter
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Energy and Minerals

Oiland gas

Alan Copelandand Rohan Kendall

Sharp increasein prices

The West Texas Intermediate (WTI) oil price increased by more than 25 per
centduringthe June quarter 2008 and reached a high of $US139a barrelin
early June,before a partial reversal to $US132 a barrelin mid-June.

The surge and volatility in oil prices reflect acombination of factors. These
include atightly balanced demand-supply situation and the existence of a
substantial risk premium driven by perceptions of significant potential for
supply disruptions asaresult of weather eventsand geopolitical tensions in
key producing regions, notably the Middle East. Inaglobal environment of
limited spare oil production capacity, prices have become highly sensitive to
the possibility of future supply shortages. Further, there is some suggestion
thatrising prices in the short-term have been partially underpinned by finan-
cialmarket drivers, with hedge fundsinvestingin oil in expectation of future
pricerises. The interplay between the fundamental market forces affecting
oil markets, the unpredictable effects of the geopolitical situation and the
increase inthe financial or ‘speculative’ elementsin the market, has made
short-termoil price forecasting challenging in recent times (see box 1).

Demand outpacing supply

Fundamentally, the oil market has been characterised in recent times by
robust demand growth, particularly inemerging markets,and asluggish
supply response.

While oil demand growth in OECD countries, primarily the United States, is
showing early signs of slowingin response to higher oil prices, oil consump-
tionin non-OECD countries, such as Chinaand India, has continued to
increase strongly. This reflects, partly, strongeconomic growth, but also the
effect of government fuel subsidies put in place in these countries to reduce
the effect of high oil prices on consumers.

In contrast, supply has lagged behind, with relatively weak growth in
non-OPEC productionandasignificant decline in OPEC spare production
capacity.

In particular, oil production has been declining in Mexicoand the North Sea.

The expected startup of anumber of new oil projects has beenadversely
affected by worldwide shortages of skilled labourand equipment.
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Inaddition, uncertainty attached to the sustainability of current price
levels over the mediumto longer term,and an emerging trend of resource
nationalisation inanumber of countries, have added to the perceived risks
associated with investmentin oil projects.

In May, OPEC’s effective spare production capacity fell to 1.95 million barrels
aday,comparedwith 2.9 millionbarrelsa dayayear earlier.

Oiland gas outlook

2007 2008 f 2009 f %
change

World
Production mbd 85.6 86.8 88.1 1.5
Consumption mbd 85.8 86.8 88.1 1.5
Trade weighted crude oil
price US$/bbl 68.31 11553 11345 —-1.8
West Texas Intermediate crude
oil price US$/bbl 7218 121.54 119.40 -18

2006 2007 2008
Australia -07 -08 s -09 f
Crude oiland condensate
Production ML 28555 25247 27618 94
Exports ML 15965 15710 16709 64
-value A$m 8317 10526 15328 45.6
Imports ML 25345 26955 28155 45
Natural gas
Production Gm? 436 437 459 50
LNGexports Mt 15.20 1475 16.90 14.6
-value A$m 5222 6352 10632 67.4
LPG
Production ML 4550 4276 4400 29
Exports ML 2824 2863 2728 —-47
-value A$m 1038 1385 1720 242

f ABARE forecast.s ABARE estimate.
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box1  Challenges of forecasting oil prices

Market fundamentals have clearly played a key role in sustaining high oil prices in the
past few months. The sharp rise in oil prices reflectsasustained period of strong
growth indemand, particularly innon-OECD countries,combined with weak growth
insupply fromnon-OPEC countriesand OPEC’s unwillingness to increase production
from thelimited spare capacity that it hasavailable.

Insuchafinely balanced demand-supply situation, unanticipated supply disruptions,
have had discrete and significant effects on prices, asillustrated in figure a. Disrup-
tions have includedattacks on oil production facilities in Nigeria throughout the first
half of 2008. Also, the Forties pipeline system which connects the North Sea oil fields
to the United Kingdom has been temporarily shutdownasaresult of industrial action
ataScottish oil refinery. The difficulty in foreseeing the nature and timing of these
types of events explains, in part, the divergence between forecasts of oil prices and
actual prices.

Overlaying the set of market fundamentals placing upward pressure on prices, have
been financial market factors leading to an increase in speculative trading on oil
futures. While the size of financial flows cominginto the oil market has not been fully
assessed, thereareindications to suggest thatinvestment demand for oil futures by
hedge funds may be afactorbehindrising oil prices in the short-term.

Evidence of very tight demand-supply balance can be found in the movement of
pricesonthe spotand futures markets. Inmost cases, it is expected futures prices
will be higher than spot prices, reflecting largely the cost of storing oil. When this
occurs, the market is said to be in ‘contango’. However, for much of the June quarter
2008, the market has beenin ‘backwardation’. Thatis, futures prices were lower than
spot prices, reflecting market preferences to purchase oil now. These expectations
are linked to some extent to market fundamentals - which reflect an already tight oil
market thatis highly vulnerable to supply disruptions.

continued...
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box1  Challenges of forecasting oil prices continued

The dynamics of these interrelated factors over the past few years have increased the
complexity of forecasting oil prices. Since 2004, alarge number of oil price forecasters,
including ABARE, have consistently underestimated the increase in world oil prices.
While the majority of forecasters have been projecting a decline, world oil prices have
risen to historicalhighs, both in nominaland real US dollar terms (figures band c).

continued...
WTI oil pricesand ABARE oil price forecasts
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box1  Challenges of forecasting oil prices continued

Itisalso noteworthy that past expectations of participants in the oil futures market
significantly understated actual movements in oil prices. Asdemonstratedinfigure d,
participantsin the oil futures marketsalso expected oil prices would decline, consistent
with oil price projections released by the majority of forecasters.

Oilfutures price profiles at specific dates
WTIdaily spot prices
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Source: Dallas Federal Reserve.

More than 75 per cent of this capacity islocated in Saudi Arabia, where
asignificant proportionis sour crude oil that is difficult and relatively
expensive to refine into low-sulfur distillates typically consumed by OECD
countries.

This situation haslimited the ability of production to respond quickly to
unanticipated supply disruptions arising from geopolitical upheavals,
natural disasters,and labour disputes, thereby underscoring the sensitivity
of pricestoactual or potential supply disruptions.

Market to remain tight

With little change expected in market fundamentals orin the risks to supply
inthe short-term, oil prices will continue to be volatile on a daily basisand to
remain high onaverage.

In late June,the WTI price was around US$133a barrel, compared withan
estimated US$n1abarrel in the first half of 2008. The oil price is forecast
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to decline moderately toward the end of 2008 under the assumption that
demand, particularly in OECD countries, is unlikely to grow, and that non-
OPEC productionis expected to rise gradually witha number of projects
completed recently. The WTI price is forecast to average around US$122a
barrelin2008.

Oil pricesare forecast to average about US$119 a barrelin 2009. This
assumesafurther moderateincrease in non-OPEC production and lower
demand growthinnon-OECD countries. Geopoliticalissues, particularly
inthe Middle East,and their effects on supply risks, can be expected to
continue to keep prices high.

A demand response is emerging slowly

OECD oil consumptionisforecast to decline slightly by 1 per centto 48.7
million barrelsadayin2008. The reduction in consumption reflects weaker
economic growth, especially in the United States and western Europe,
andthe effect of higher prices on oil consumption. In the United States, oil
consumptionis forecast tofall byaround 2 per cent.

Tothe extentthe recentinstability in US financial markets and the associ-
ated effect on economic activity could have a flow-on effect to economic
activity ineconomies in western Europe and in Japan, oil consumptionin
these economies could also belower than expected.

In contrast, non-OECD oil consumptionisforecast toincrease by 4 per
centin2008toaround38million barrelsaday.In2009,thisgrowth rateis
forecasttoslowto 2 per cent, reflectinglower economic growthin China,
Latin Americaand the Russian Federation. Inaddition, retail petrol pricesin
anumber of Asian economies, including China, Indonesia, India, Malaysia,
Pakistan, SriLankaand Chinese Taipei,are expected to increase as govern-
ments attempt to reduce the rising fiscal burden imposed by fuel subsidies.

Itis estimated thatin 2008, fuel subsidiesin Indonesia, for example, could
reachashighas3percent of gross domestic product. Inresponse to the
sharpincreasein oil prices, the Indonesian Government decreased the retail
fuelsubsidy in May 2008, causing prices to rise by around 30 per cent. Other
economies with domestic fuel subsidies are expected to consider similar
movesinanattempt to reduce the size of subsidy payments.

China’s oil consumption is forecast to increase by around 5 per centin 2008
to 7.9 million barrels a day, compared with growth of g per centin 2007 and
6 percentin2006. This expected slower growth in oil consumption mainly
reflectsthe assumed easing of China’s economic growthinthe short-term,
and the Chinese Government’s plan to increase domestic gasoline and
diesel prices,announcedin June. However, there remains considerable
uncertainty about the extent to which China’s central government will
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continue to move toward a domestic oil pricing system that is more directly
linked tointernational prices.

Oildemand in the Middle East is forecast to grow strongly in 2008 as aresult
of strongeconomic growth associated with revenues from high oil prices.
Oilconsumptionin thisregionaveraged 6.6 million barrelsadayin 2007 and
isforecasttoincrease by 5 percentin2008to 6.9 millionbarrels a day.

Supply response remains weak in non-OPEC countries

Over the period between 2004 and 2007, non-OPEC oil supply remained
aroundso millionbarrels a day. Inthe first quarter of 2008, OECD oil supply
averaged19.7 million barrelsa day,ayearonyear decrease of 2 per cent.
Higher production from the United States was offset by falling production
in Mexicoand the North Sea.

Thelimited increasesin non-OPEC supply,in response to high oil prices,are
alsounderpinned byanumber of factors affecting the investment outlook
for oil. Importantly, the uncertainty associated with the sustainability of
current prices over the medium to longer term means there may not be an
increaseininvestmentin oil projectsand alternative fuels and technologies
suchas oil sandsand coal to liquids. These risks are also being reinforced by
the potential implications of future climate change response policies onthe
energy sectorgenerally.

Rising constructionandinput costsare providing a further disincentive
toinvestment. While the continuation of high pricesin recent years has,
tosome extent,encouraged anincrease in investmentin new crude oil
production capacity, many of those projects have been delayed by short-
ages of equipmentand labour, driven by capacity constraints globally.

Nonetheless,anumber of recently completed projects are expected to
increase oil supply from non-OPEC countries. Asignificant proportion of
thisincreaseisforecast to come fromthe Russian Federation, the Caspian
republicsand Brazil. Russian oil production capacity willincrease following
the commencement of production from the Vankorskoye fieldand the first
phase of the Timan Pechorafield in the second half of 2008. In addition,
output from the Sakhalin 2 projectis forecast toincrease in 2009. Higher
oil productionin2008and2009isalso forecast from Azerbaijan (develop-
ment of the Guneshlifield) and Kazakhstan (expansion of the Tengiz field).

Oil productionin Brazilisalso forecast to increase by g per centin 2008
and 8 per centin2009. Higher crude oil production will be supported by
the recent commencement of production from deepwater fields, including
Roncador, Polvo and Golfinho. In addition, production of ethanol from
sugar caneisforecast toincrease by around 15 per cent to average 360 000
barrelsaday.
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Thereareanumber of other projects that could contribute toanincrease in
crude oil production by the end of 2009. For example, in the Gulf of Mexico,
anumber of projectsare expected to commence productionin the second
half of 2008 orin 2009, which will supportincreased production. These
include Blind Faith, Thunder Horse, Neptune and Tahiti.

The completion of all the projectslisted in the table below, according to
their planned schedule, would add a total of 1.1 million barrels a day of new oil
production capacity by the end of 2009. This is equivalent to approximately
2 per cent of total non-OPEC oil production. However, this gross addition

to capacityis expected to be offset to some extent by declining production
from existing mature oil fields in the North Seaand Mexico.

Inaddition to the potentialincrease in the production of crude oil, Canada’s
production of oil sands is expected to grow by 150 ooo barrels a day during
the remainder of 2008, reflecting the commencement of production from

the Surmont project and the expansion of the Foster Creek project.

OPEC production increases only gradually

Inthefirst quarter of 2008, OPEC crude oil productionaveraged32.3 million
barrelsaday,anincrease of 6.7 per cent year on year. Around one-third

of thisincreaseisattributable to higher production quotasagreed by
OPECinSeptember 2007.1naddition, Angolabecame an OPEC memberin
December 2007, contributingan additional 500 coo barrelsa day of crude
oil production.

For2008asawhole, OPEC crude oil productionis forecast to average
around 313 million barrelsa day,anincrease of 2 per cent compared with
2007. Production capacity in Saudi Arabia is expected to increase in the
second half of 2008 following the startup of production from the 500 ooo
barreladay Khursaniyah project.

Major oil projectsin non-OPEC countries

major oil fields capacity b/d location year
Neptune 50 000 United States 2008
Thunderhorse 250 000 United States 2008
Blind Faith 45000 United States 2008
Horizon 110 000 Canada 2008
Vincent 100 000 Australia 2008
Angel 50 000 Australia 2008
Vankor 150 000 Russia 2008
Shenzi 100 000 United States 2009
Thunder Hawke 60000 United States 2009
Tahiti 125000 United States 2009
Frade 90 000 Brazil 2009

384 Australiancommodities - vol15n02 « June quarter 2008



Monthly WTI pricesvs OPEC
spare production capacity

300 / 125
275 /\ 110

200

65
Mbbl/day US$/bbl
T T 1 T T T T T T T T T

June Aug Oct Dec Feb Apr
2007 2008

- effective spare capacity
= WTIprices

Oil and gas

Inlrag, steady progressis being made to increase crude oil production.Inthe
first quarter of 2008, crude oil productionaveraged 2.4 million barrels aday,
a20 per centincrease from the March quarterin2007. The Iragi Govern-
mentand Kurdishauthorities have reached agreement regarding produc-
tion from two fields, Tawke and Taq Taq. It is estimated production from the
Tawke field couldincrease toward its capacity of 9o coo barrels a day, from
current production of 10 ooo barrelsaday. Production from the Taq Taq
fieldis scheduled to commence in late 2008, also at a rate of 10 coo barrels a
day, however ultimate capacity is estimated to be 200 000 barrels a day.

Nigeria’s crude oil productioninthe first quarter of 2008 was 10 per cent
lower thanayear earlier,asaresult of maintenance, sabotage and industrial
unrest. An estimated 500 ooo barrels a day of production remains unre-
alised because of security concernsand this situationis not expected to
improve over the outlook period.

OPEC spare production capacity falling

In May 2008, OPEC’s effective spare production capacity fell to 1.95 million
barrelsaday, compared with 2.9 million barrels adayayear earlier. This
excludes spare capacity in Indonesia, Irag, Nigeriaand Venezuela, where it
isnot consideredfeasible toincrease productionin the short-term. OPEC
spare capacity is expected tofalleven furtherin the remainder of 2008
because in mid-June Saudi Arabiaagreed to increase crude oil production
by 200000 barrelsaday.

In2009, OPEC spare production capacity is not expected to increase signifi-
cantly. The process of developing oil projects in OPEC is being challenged
inthe same wayasin non-OPEC countries and the global miningindustry

in general —ashortage of labourand equipment and higher construction
Costs.

Australian production and exports

Australian oil productionin 2007-08is estimated to have declined by 12 per
centto 25.2 gigalitres (435 000 barrelsaday). This estimated lower produc-
tionis mainly aresult of technical difficulties atanumber of fields, including
Mutineer-Exeter and Corallina off the northern Australian coast, where
productioninthefirst half of 2008 was significantly lower thanin the first
half of 2007.

In2008-09, Australian oil production is forecast to increase by 9 per cent to
27.6 gigalitres (476 ooo barrels a day). Additions to production capacity in
2008 include the Angel, Skua/Swift and Vincent oil fields. In addition, higher
outputis expected from Stybarrow field as it increases toward full capacity
following commencementinlate 2007.1n 2008-09, these four projects,
which are alllocated off the coast of north-west Australia, are anticipated to
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operate at full capacity, which is estimated at a total of more than 220 0oo
barrelsaday (12.7 gigalitres ayear),accounting for almost half of Australian

production.

Reflecting the growing production from north-western Australia, exports
arealso forecasttoincrease. With close proximity to Asian refining markets,
itisassumedthat oil production within the Bonaparte and Carnarvon
Basins, including the Stybarrow and Puffin oil fields, will be exported.

Australian exports of crude oilare forecast to increase by 6 per centin
2008-09t016.7 gigalitres. The value of crude oil exportsis forecast to
increase by 46 per cent to $15.3 billion, reflecting the sharply higher oil prices

forecastfor the year.

Australian LNG exports to grow

Australia’s LNG exportsin2007-08 are estimated to have been 14.8 million
tonnes,adecrease of 7 per cent from the previous year. The estimated fall
reflects planned shutdowns of facilities at the North West Shelf project
and Darwin for maintenancein2007. LNG exportsare not expected to be
affected by the fire which damaged the Varanus Island gas plant in May, as
the plant supplies gas exclusively into the Western Australian domestic

market.

In2008-09, Australian LNG exportsare forecast to increase by 15 per cent
to16.9 milliontonnes. This forecastincrease is expected to be supported by
the startup of the fifth train at the North West Shelf in late 2008, expanding
its capacity by 4.2 million tonnes to16.9 million tonnes ayear. The other
operating LNG projectin Australiais located in Darwin,withanannual

capacity of 3million tonnes.

Reflecting higher LNG prices (whicharelinked to oil prices) and increased
exportshipments, the value of Australia’s LNG exportsis forecast to
increase by 67 per centto $10.6 billionin 2008-09.
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Thermal coal prices reach record levels

In April 2008, Australian coal suppliersand Japanese power utilities settled
thermal coal contract pricesat US$125a tonne for Japanese Fiscal Year
2008 (JFY, April-March),anincrease of around 125 per cent from JFY 2007.
The record contract prices reflectacombination of strong growth in coal-
fired electricity generation in Asiaand limited increases in export growth
from major suppliers such as Australia, South Africaand China.

In February 2008, Newcastle thermal coal spot prices reached US$140 a
tonne with exports constrainedin Australia, South Africaand Chinaasa
result of weatherand infrastructure related disruptions. In Queensland,
heavy raininJanuaryand February disrupted productionatanumber of
export mines.Infrastructure constraintsin the New South Wales Hunter
Valley prevented coal producers in that region from increasing exports

to compensate for the disruptions in Queensland. In China, severe snow
stormsresultedinincreased demand for electricity, the majority of which

is coal-fired,and restricted the movement of coal around the country. Coal
stocksatanumber of power stations were exhausted, resulting in electricity
shortagesinsomeareas. In order to maximise coal availability for domestic
consumption the Chinese Government restricted thermal coal exports for
most of the first quarter of 2008. In South Africa,a combination of weather
andinfrastructureissueslimited exportsin the first quarter of the year.

In mid-June, Newcastle thermal coal spot prices traded at arecord US$166
atonne partly reflecting rising prices of thermal coal substitutes such as oil
and gas. Another factor behind the rising coal prices is concern South Africa
may cut its exports to ensure domestic power stations have an adequate
coalsupply.

Over the next 18 months, thermal coal prices are expected to remain high,
supported by the growth in demand for coal from electricity generatorsin
Asia,and infrastructure constraints in Australiaand South Africa. Growthin
demand for thermal coalimportsin Asiais expected to continue, particu-
larlyinIndia, the Republic of Koreaand Malaysia.

Japanese imports to grow moderately

Japaneseimports of thermal coal are forecast toincrease by 6 per centin
2008to 131 milliontonnesand 1 per centto 132 milliontonnesin2009. The
growthinthermal coalimportsin2o08reflects growthin coal-fired elec-
tricity generationasaresult of lower utilisation of nuclear and hydroelectric
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capacity in thefirst four months of 2008. Increased imports of thermal coal
in2009are expected to be supported by the addition of 600 megawatts

of coal-fired electricity generation capacity over the next 18 months. This
new capacity could create additional coal requirement of around 1.0 million
tonnesin2009.

Inthe Republic of Korea, thermal coalimportsare forecast toincreasein
2008by13per centto 75 milliontonnes. In 2009, importsare forecast to
increase by afurther 7 per centto 8o milliontonnes. The strong growthin
the Republic of Korea’s thermal coal imports reflects the addition of 5200
megawatts of coal-fired electricity generation between 2007and 2009.

European Union imports steady

European Union thermal coalimports are forecast to remain at around
170 million tonnesin2008. Germany’simportsare forecast toincrease
asaresult of declining domestic production. Mine closuresin the past

18 months will resultin Germany’s production falling by around 3 million

Thermal coal outlook

2007 2008 f 2009 f %

World change
Totaltrade Mt 683.2 704.8 730.7 37
Imports

Asia Mt 3743 3959 4158 50
-China Mt 448 410 430 49
-Chinese Taipei Mt 60.3 630 64.0 1.6
-India Mt 29.1 330 390 182
- Japan Mt 124.0 1310 1320 0.8
-Korea Mt 66.6 750 80.4 7.2
-Malaysia Mt 130 145 17.6 214
-otherAsia Mt 36.5 384 39.7 34
Europe Mt 2125 2131 2170 1.8
-EU25 Mt 1727 1711 1740 1.7
-otherEurope Mt 398 420 430 24
Other Mt 96.4 95.8 979 2.2
Exports

Australia Mt 1122 1200 1250 42
China Mt 50.5 47.0 400 —149
Colombia Mt 64.8 69.0 730 58
Indonesia Mt 188.0 2030 2170 6.9
Russia Mt 750 720 729 1.3
South Africa Mt 677 67.0 69.0 30
United States Mt 239 26.0 26.0 00
Other Mt 101.1 100.8 109.8 89

2006 2007 2008
-07 -08 s -09 f

Australia

Production Mt 181.1 1830 1914 46
Exports Mt 111.6 1155 1224 6.0

-value A$m 6758 9141 15883 738

f ABARE forecast.s ABARE estimate.
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tonnesin2008.In contrast, Spain’s thermal coalimportsare forecast to
fallin2o08asaresult of planned outages atanumber of coal-fired power
stations undergoing maintenance and equipment upgrades.

In2009,imports of thermal coal into the European Union are forecast to
increase slightly. Germany’s coal production is expected to continue to
decline, while Spain’simports are forecast toincrease as coal-fired power
stations operate at a higher capacity utilisation compared with 2008.

China’simportsin early 2008

In2008, China’s thermal coalimportsare forecast to remain steady at
around 40 million tonnes. Rapid growth in electricity demand and prob-
lemsintransportinfrastructure between minesin China’s northandthe
main consuming regionsin the south-east, have supported the growth of
importsin2006and2007. However, in the first quarter of 2008, Newcastle
thermal coal pricesincreased by 120 per cent and this has contributed toa
23per cent decreasein China’simports compared with the same periodin
2007.

Thereductioninimports reflects the inability of power stations to pass

on higher input costs to consumersinthe form of higher electricity prices.
Despite increases in coal prices over the past two years, China’s government
has notallowed electricity prices toincrease. In order for power stations to
be sufficiently supplied with coal, the government will either need to limit
exports, subsidise power stations (the majority of whichare runningat
significant financial losses) and/orincrease electricity prices.

China’s exports to continue falling

China’s thermal coal exports are managed by a quota system, whereby
licences are allocated annually to coal exporting companies. Through this
mechanism, the governmentis able to controlhow much coal is exported
inayear.In2008, the government plans toissue a total of 49 million tonnes
of exportlicences for thermal coalin two blocks. The first block of export
licences was issued for 29 million tonnes of thermal coal. The second block
of exportlicencesis expectedto beissuedlaterinthe year. However, if the
domestic marketis not adequately supplied, itis possible fewer export
licences than planned will be issued in the second block resulting in China’s
exportsfallingcompared with 2007.

Assuming 49 million tonnes of exportlicencesare issuedin 2008, almost
allof those licences are expected to be utilised to take advantage of higher
pricesinexport markets.In2006and 2007,only 80 per cent of licences
were utilised.
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Infrastructure constraints continue to affect some major suppliers

In2008and 2009, growing demand forimported coal is expected to be met
byincreased shipments from most major exportersincluding Colombia,
Indonesiaand Australia. Thermal coal exports from South Africaare
expectedto remain below 7o million tonnesin 2008 and 2009 because of
capacity constraints at the Richards Bay Coal Terminal. Exportsin 2008 and
2009 could be significantly lower than 7o million tonnes if the South African
Government decides to limit exports to ensure domestic markets will have
sufficient supplies.

In2008, Colombia’s thermal coal exports are forecast toincrease by 6 per
centto 69 milliontonnes, being supported by expansions at large mines
suchas Cerrejonand Drummond. Further expansions to capacity are
plannedfor2009, enablingexports from Colombiatoincrease byafurther
6 per cent to 73 milliontonnes.

USthermal coal exportsin2008are expectedtorise by 9 per centto 26
million tonnes, encouraged mainly by high pricesin Europe. US thermal
coal generally hasahigh sulfur content which makes it less desirable for
European power stations than low-sulfur coal sourced from Colombia
and South Africa. However, low supply growth into the Atlantic market

in 2008, particularly from South Africaand the Russian Federation,and
falling exports from Poland, are likely to force European power stations to
use more US coal. With Atlantic supply growth forecast to remain limited
in2009, demand for US coal is expected to remain strong, with exports
remainingaround 26 million tonnes.

Indonesia’s exportsare forecast to continue growing in 2008 and 2009,
allbeitataslowerratethanin2o006and 2007. High export prices have
encouragedanumber of companies to expand production by developing
coalresourcesthat were previously uneconomic. Large proportions

of these resources are within existing mining leases, which has enabled
productiontostartrelatively quickly.In2008,Indonesia’s exports are fore-
casttoincrease by 8 per centto 203 milliontonnesandin2009 byafurthery
per centto 217 milliontonnes.

Australia’s exports to grow

In2008, growth of Australia’s thermal coal exportsis expected to continue
tobelimited by infrastructure constraints and significant damage to some
coalminesin Queensland caused by heavy rainin Januaryand February.
While the majority of the affected mines produce coking coal, one of the
worst affected mines was Ensham which producesaround 9 milliontonnes
of coalayear,the bulk of which isthermal coal. At the end of May, recovery
operations at Enshamwere continuingand coal production was below
capacity.
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Australianthermal coal export growth is being hampered by infrastructure
capacity constraints which are limiting the industry’s ability to respond to
growing global demand. However,some recent additions to infrastructure
capacity, together with more expansions planned for the next 18 months,
will help alleviate some of these constraints.

In Queensland, expansions at the ports of Gladstone and Dalrymple Bay
were completedin early 2008, adding 28 million tonnesayearand 8 million
tonnesayearto port handling capacity, respectively. Afurther 17 million
tonne expansion at Dalrymple Bay is scheduled for completionin early
2009. The Abbot Point coal terminalis undergoing a 4 million tonne expan-
sion,whichis expectedto be completedin2009. Therearealsoanumber
of rail projects under constructionin New South Walesand Queensland
scheduled for completioninthe next 18 months that will contribute toan
increase in supply chain capacity.

InNew South Wales, the 30 million tonnesayear Newcastle Coal Infrastruc-
ture Group terminalis under constructionand scheduled to start operation
in2010. Inaddition, Kooragang Island Coal Terminal is being refurbished and
expanded, the result of which will be an 11 million tonne increase in handling

capacity to 113 million tonnesannually.

IN2008-09, Australia’s thermal coal productionis forecast to increase
by 5 per cent to 191 million tonnes. The Glendell mine (4.5 million tonnesa
year, run-of-mine) and the expansion of the Dawson Complex (3.5 million
tonnes) in Queensland were completed in the first quarter of 2008.1n
addition,anumber of mines are scheduled to commence operationin the
second half of 2008and in 2009, suchas the Rocglen (1.5 million tonnesa
year) and Narrabri (2.5 million tonnes) coal projects.

In2007-08, thermal coal export volumes are estimated to have increased
by 3percentto116 milliontonnes. The value of exports is estimated to have
increased by 35 per cent to more than $9 billion reflecting higher contract
prices which generally took effect from April 2008.1n 2008-09, Australia’s
thermal coalexportsare forecast toincrease by 6 per centto 122 million
tonnes. Inline with increased export volumes and higher prices, the value
of thermal coal exportsin2008-09is forecast to increase by 74 per cent to
$15.9 billion.
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Steel and steel-making raw materials

Rohan Kendall

World steel productionis forecast to grow by 5.3 per cent to 1.42 billion
tonnesin2o08andafurthers.4 percentto.49 billiontonnesin2009. This
overallstrong growth inworld steel production masks differences in produc-
tiongrowthacrossregions. Steel production is expected to grow most
rapidly in developingand transition economies, underpinned by their strong
steeldemand. In contrast, steel production in the United States and the Euro-
pean Unionis expected to be weak because of lower demand associated with
lower economic growth. Low steel production growth in the United States
andthe European Unionalsoreflects the longer term trend of relocating
steel production facilities from developed countries to the developing world.

Asaresult of the strong overall growth in world steel production,demand
for steel-making raw materials, such as metallurgical coalandiron ore, is
forecast toremainstrong.

Substantial rises in raw material prices

Iron ore price negotiations continuing

The current round of iron ore contract price negotiations has so far resulted
in Brazilian company, Vale, settling prices foriron ore fines 65to 71 per cent
higher for the 2008 Japanese financial year (JFY, April to March).

Contract pricesfor Australianiron oreare yet to be settled because Rio
Tinto and BHP Billiton are attempting to obtain a larger price increase than
Vale. Shippingrates have risen substantially in the past 12 months which,
because of the shorter distance, makes the landed cost of Australianiron
ore much lower than the landed cost of Brazilian iron ore in Asia. Conse-
quently, Australianiron ore producers believe they should obtainalarger
free-on-board contract price rise than Brazilian miners to narrow the gap
between the landed cost of Australian and Brazilianiron ore in Asia.

When contract prices for Australianiron ore are eventually settled, it is
expected to be the sixth consecutive year of price increases. This reflects
ongoing growth in globaliron ore demand, drivenin particular by steel
productionin China. Higherlabourand equipment costs have increased
production costs foriron ore minersand placed further upward pressure
onironore prices.
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Metallurgical coal prices triple

Contract prices for most hard coking coals have tripled for JFY 2008
risingtoaround US$300 atonne for premium hard coking coal. Significant
contributingfactorstothe large risein contract prices include strong global
demand for metallurgical coals associated with growing steel production,
supply difficulties resulting from congested Australian coal exportinfra-
structure and high rainfallin Queensland during the March quarter 2008.

Asia driving steel consumption growth...

World steel consumptionis forecast to grow by 5.7 per cent to 1.40 billion
tonnesin2008andbyafurthers.4 percentto1.47 billiontonnesin20009.
Economicgrowth isassumedtoaverage 7.6 per centinnon-OECD Asia
during that period,and will provide the mainimpetus forincreased world
steel consumption.

Steel consumption in Chinaand India will continue its strong expansion,
assteelintensive industries, such asautomobile manufacturing, electrical
appliance manufacturingand construction, are expected to grow strongly
inline with risingincomesand infrastructure spending. Steel consumption
in Chinamayalso be boosted by reconstruction following the earthquake
in Sichuan province in May. Combined, Chinaand Indiaare expectedto
account forabout two-thirds of the increase in global steel consumptionin
2008and 2009.

World steel outlook

2006 2007 2008f 2009 f

Crude steel consumption (Mt)

EU 27 213 218 222 223
United States 129 123 123 125
Brazil 21 22 23 24
Russia 43 46 50 53
China 384 438 482 528
Japan 83 83 84 84
Korea, Rep. of 52 53 56 58
Chinese Taipei 24 25 25 27
India 49 54 59 65
World steel consumption 1239 1322 1398 1473
Crude steel production (Mt)

EU27 207 210 214 216
United States 99 98 100 101
Brazil 3 34 35 37
Russia 71 72 76 80
China 423 489 533 586
Japan 116 120 121 121
Korea, Rep. of 48 51 53 54
Chinese Taipei 20 20 21 22
India 49 53 57 61
World steel production 1250 1344 1415 1492

f ABARE forecast.
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..while US and Europe negatively affected by economic downturn

Steel consumptioninthe United States is forecast to be flatin 2008 and
2009 mainly because tightening credit market conditions have reduced
constructionactivity. US steel consumptionis also beingadversely affected
by greaterimport competition for manufactured products from the devel-
opingworld, particularly in Asia.

Steel consumptionin Europeis forecast to grow by anannualaverage of 2.5
percentin2008and 2009, but growth across the continentis expected to
be uneven. Steel consumptionin the European Unionis expected to grow
slowly because economic growthin some of its largest members, such

as Germany and Italy, is expected to be affected by the financial market
difficulties. However, steel consumption in transitional economies, such as
the Russian Federation, is expected to grow strongly. Contributing factors
tothis growthinclude rapid expansion of the oiland gas sector, replacing
ageinginfrastructure,andstrong growth in household incomes flowing
through to higher demandforhousingand steelintensive manufactured
goods,suchasautomobilesand household appliances.

Steel production expanding...

World steel productionisforecast to grow by 5.3 per centto 1.42 billion
tonnesin2008andafurthers.4 percentto1.49 billiontonnesin 2009.
Much of this growthis expected to occurin emerging economies, particu-
larly Chinaand India, where steel mills are located close to end-use markets
and production costs are relatively lower.

Steel productionisalsoforecast to grow rapidly in countries such as the
Russian Federationand the Ukraine ataround 5 per centayear. Growthin
steel productioninthese countries can be attributed to their transition
toward market based economies that has led toincreased private investment
insteel-making facilitiesand improved efficiency. The Russianand Ukraine
steelindustriesare exportfocusedand high steel pricesin their major export
markets of Europe and Asia have also encouraged production increases.

..but slower growth in Chinain2008

Steel production in Chinais expected to grow by 9 per cent to 533 million
tonnesin2008andaccelerate in 2009 to grow by 10 per cent to 586 million
tonnes. The slower growth in 2008 is attributable to several short-term
disruptionsincluding southern China’s severe snow stormsin February,an
earthquake in Sichuan province in May and the expected closure of Beijing’s
steel mills during the Olympic Games in August 2008.
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Rapid growth iniron ore supply

Globaliron ore productionisforecast to grow by 11 per centin2008to
1.8 billiontonnesanda further 8 per centin 2009 to 2 billion tonnes. Most of
thisincreaseis expected to occurin Australia, Braziland China.

Strong growth in Australian and Brazilian iron ore production
and exports

The volume of Australianiron ore exportsis forecast to grow by 23 per cent
in2008to 328 milliontonnesandafurtherispercent to377 million tonnesin
20009.

Theincreaseinexportsin2008and 2009 reflectsthe start up of several
iron ore projects. The largestis Fortescue Metals’ Pilbarairon ore project
(55milliontonne ayear capacity), which commenced exports in May. Rio
Tinto commissioned two projectsinthe second half of 2007 that will
contribute to higher exports over the next two years; the 22 million tonne
ayear Hope Downsiron ore mine and an expansion of the Yandicoogina
mine, providing an additional 16 million tonnes a year. BHP Billiton also
completed the Rapid Growth 3iron ore project (additional 20 million
tonnes year) in late 2007, which should add to production and export
volumesasitincreases output. Further details on Australia’s iron ore
projects are available from ABARE’s Major Australian Mineralsand Energy
Development Projects (April2008).

Iron ore exports from Brazil are forecast toincrease by 14 per cent to
306 milliontonnesin2008andafurther13percentto34smilliontonnesin

World iron ore trade outlook (Mt)

2006 2007 2008f 2009 f
Iron oreimports
EU27 170 174 177 179
Japan 134 139 143 143
China 326 384 435 487
Korea, Rep. of 44 44 48 49
Chinese Taipei 15 16 16 16
World imports 765 835 924 999
Iron ore exports
Australia 247 267 328 377
Brazil 247 269 306 345
India 86 93 100 94
Canada 28 28 30 30
South Africa 27 32 35 39
Sweden 18 20 22 24
World exports 765 835 924 999

f ABARE forecast.
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2009. Increases in Brazil’s exports are being driven by capacity expansions
by Vale inresponse to high pricesand strong world demand. Consequently,
productionincreases are expected from Vale’s Mariana, Minas Centraisand
Carajasironore systems.

Productionincreasesarealso expected from Brazil’s smalleriron ore
miners. Casade Pedraand MMXare both increasing production from
recently completed mine expansions, although these smaller producersare
more focused on supplying the Brazilian steel industryand are not expected
toadd significantly to export growth.

Strong growth in China’s iron ore production and imports

Iron ore productionin China (adjusted to world average iron content)
increased by 20 per centin 2007 to 332 million tonnes, which now makes
Chinathe world’s second largest iron ore producer behind Brazil.

China’s production of iron oreisforecast to rise by afurther 13 per cent to
around 375 milliontonnesin 2008 and by g per cent toaround 410 million
tonnesin2009. Thelarge increase in productionis being driven by mining
investmentin response to high prices.

Despite theincreasein domesticiron ore production, Chinawill still require
large increases inimports to meet demand fromits growing steelindustry.
China’siron oreimportsareforecasttorise by 13 per centin2008to 435 million
tonnesandafurther12per centtoaround 490 milliontonnesin2009.

Indian iron ore exports to fallin 2009

Exportsofironore fromIndiaareforecast torisein2008as producers look
to benefit fromhigh spot pricesin China. However,a combination of export
taxesandinefficientinfrastructure places Indianiron ore exporters higher
up the cost curverelative to Australianand Brazilian exporters. With the
increasedamount of iron ore becoming available from Australia, Braziland
Chinainthe next two years, itis expectediron ore spot prices will decline
in2009and exports of high-cost Indian iron ore willfall. Inaddition, strong
domestic demand would suggest thatiron ore s likely to be directed to
India’s domestic markets rather than for export.

Metallurgical coal supply constraints persisting

World metallurgical coaltradeisforecast to increase by 3.0 per centin
2008, limited by the flood damage in Queensland’s Bowen Basin early in
the year. Australian metallurgical coal exports, whichaccount foraround
60 per cent of global metallurgical coal trade, fell by 6 million tonnes inthe
March quarter 2008 asaresult of the floods. Congestion in Australia’s coal
supply chains, particularly in relation to ports and rail,implies that a signifi-
cant proportion of these lost exportsis unlikely to be made up during the
remainder of 2008.
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Metallurgical coal

In 2009, world metallurgical coal trade is forecast to increase by 7 per
centtoaround 250 milliontonnes. An expected recovery in exports from
Australia supported by increased production andinfrastructure capacity
willunderpintheincrease.

Rising metallurgical coal prices are also expected to provide an incentive
forincreased production elsewhere inthe world. In particular, Chinais
increasing output to meet demand fromits steelindustry. Production and
exports from North Americaand the Russian Federation are also expected
toriseinresponse to significantly higher world prices. However, growth in
these regions may be limited by portand rail capacity.

Metallurgical coal imports rising in India

World demand for metallurgical coalis expected to continue rising strongly
in2008and 2009 in line with growth in blast furnace output. World metal-
lurgical coal consumptionis forecast to grow by anaverage of 5.5 percenta
yearin2008and 2009 with ChinaandIndia beingthe main drivers of growth.

Metallurgical coalimportsare forecast to grow most rapidly in Indiaatan
average of 15 per centayear in 2008 and 2009. The forecast strong growth
inIndia’s steel productionand the low quality of domestic metallurgical coal
reservesare expected tolead toanincreased reliance onimports. China,
onthe otherhand, has good quality domestic metallurgical coal reserves
and, because of a tight global market, is expected to focus onincreasing
domestic coal production to satisfy demand.

World metallurgical coal trade outlook (Mt)

2006 2007 2008f 2009f

Metallurgical coal imports

EU27 53 55 57 58
Japan 60 64 65 65
China 9 10 12 13
Korea, Rep. of 20 22 22 23
Chinese Taipei 6 7 7 7
India 19 22 25 29
Brazil 13 15 16 17
World imports 219 229 236 253
Metallurgical coal exports

Australia 124 138 135 149
Canada 25 27 29 31
United States 25 29 32 35
Russia 10 13 15 16
World exports 219 229 236 253

f ABARE forecast.
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Australian iron ore and coal export earnings to rise substantially

Significant risesiniron ore and metallurgical coal prices and forecast Australianiron ore exports
increasesinvolumesshippedare expected to lead to substantialincreases

in Australia’s export earnings from these commodities. 40 400
In2007-08,a9.5percentincreaseiniron ore contract pricesandais per 20 / 200

centincrease involumesshippedare estimated to have led toiron ore
export earnings totalling $20 billion, 32 per cent higher thanin 2006-07. For
2008-09,afurtherriseiniron ore contract pricesand aforecast18 percent 20 e e et 200
risein export volumes are expected tolift export earnings by 72 per cent to
$35 billion.

10 - 100
Exportearnings from metallurgical coalare estimated tohave increasedby

17 per centin 2007-08 because of higher contract pricesinthe June quarter.  Agb- . f B B L B B M
Negotiated coal contract prices took effect for 12 months starting in April 2000 2%%2 2%%4 2%36 288?
2008and thesignificantly higher negotiated prices inthe June quarterare e

expected to more than offset lower contract prices that appliedfor the volume

firstthree quarters, limited growth in export volumes and the stronger
Australian dollar. For2008-09, a tripling of metallurgical coal pricesand an
increase in exportvolumes, is forecast to lead to metallurgical coal export
earnings more than doubling to around $39 billion.

Australian metallurgical coal
exports

40 160

Iron ore and steel outlook

2006 2007 2008 % 30 120
-07 -08 s -09 f change
Production
Ironandsteels Mt 8.01 8.15 8.41 32 wo-A B AL AR B NE o
Ironore Mt 2877 3242 3779 16.6
Metallurgical coal Mt 1419 135.2 150.5 11.3
Exports 16 ..] 40
Ironand steel Mt 2.65 232 2.55 99
- value A$m 1743 1818 2077 14.2
Ironore Mt 2574 2962 3499 18.1  2007-08
~value ASm 15512 20484 35262 721 A%b Mt
Metallurgical coal Mt 132 135 144 6.7 2(?0010 2%%2 2%054 2%36 288?
- value A$m 15039 17535 39068 122.8
e V2lUE

f ABARE forecast.s ABARE estimate. volume

398 Australiancommodities « vol15n0 2 « June quarter 2008



Monthly gold prices
ended May 2008
2000

1500

1000

2008
US$/oz

\!H[H!H!wHHTH“HHH“HHH[

1976 1984 1992 2000 2008

Daily gold price indexes
ended 6 June 2008

160 4
w”m
140

130

120

10

100 -

90

index 1June2006=100

T T T T T
June Dec June Dec June
2006 2007 2008
— USdollar
euro

— Australian dollar

Gold

Gold

Andrew Schultz

The US dollar denominated gold price continued its upward movementin
the March quarter 2008, increasing by 18 per cent to an average of US$928
anounce compared with the December quarter 2007. The stronginvest-
ment demand that supported the gold price in the second half of 2007,asa
result of global credit market instability, has continued into 2008. Further,
investorinterest has increased, reflectinga weakening US dollar and lower
USinterest rates. These conditions are expected to support the gold price
inthe short-term,leading to aforecastaverage price of around US$890 an
ounce in2008,ayear onyear increase of 28 per cent.

The US dollar denominated gold price to fall marginally in 2009

In2009, the US dollar denominated gold price is forecast to average US$855
anounce,around 4 per cent lower than the 2008 average, largely asaresult
of an expected reductionininvestor interest in gold. Reflectinganassumed
partial recovery in US economic growth and the likelihood of greater
stability in global financial markets, investment demand for gold asa hedge
againstfinancialand economic uncertainty is expected to moderate during
2009. This,combined with risingdemand for gold jewellery inemerging
markets, is expected to provide support for the gold price in 2009.

Amajor risk to this price outlook relates to the assumed recovery of world
financial markets and US economic growth in the next 18 months. A further
weakeningin US economic growth could lead to a further depreciation of
the US dollarand additional US interest rates cuts, increasing the attractive-
ness of gold asahedge against uncertainty and placing upward pressure on
the gold price.

World mine production growth to increase in 2009

World gold mine production in 2008 is forecast to decline slightly to 2453
tonnes. Modest increases in production in China, Canadaand Peruare
expected to be more than offset by lower production in South Africa, Indo-
nesiaand Australia.

Mine production in Chinais forecast to increase in 2008as some new mines,
suchasSino Gold’s Jinfeng mine (5.6 tonnes per year), have commenced
productioninresponse to the higher gold prices. Zijin Mining, China’s
largest mine producer, is expected to increase production by around 10 per
centin2008.Anincrease in base metal productionisalso expected to result
in higher gold outputasaby-product.

In Canada, increased productionin 2008 froma number of mines, including
Agnico Eagle Mines Goldex mine (5tonnes peryear),is expected to offset
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the effect on production of the closure of mines in Ontario, Quebec and
British Columbia.

In Peru, the commissioning of Newmont’s new gold millis expected to
enable the processing of higher grade ores from its Yanacocha gold mine.

Electricity supply disruptions in South Africa resulted in mines oper-

ating below capacity during the first quarter of 2008. The state-run

energy company, Eskom, hasadvised problemsare expected to continue
throughout 2008. Asaresult, South African mine production is expected to
fallbyaround1o percentin2008.

Afallin mine productionisalsoforecast for Indonesiawhere the world’s largest
gold producing mine, Grasberg, is expected to produce around 40 tonnesin
2008,down 40 per centyear onyearasaresult of mininglower grade ores.

In2009, world gold mine production is forecast to grow by more than

4 per centto 2559 tonnes, the highest since 2003. Increases are expected
fromaround the world including Australia, North America, Chinaand the
Russian Federation. This forecast growth in production reflects the start

up of numerous projects developed over the past few years. In addition, as
some global producers return to mining higher grade ores, production from
mature mines is expected toincrease in 2009.

Official sector sales to fallin the short-term

Net gold sales by the official sectorin 2008 are forecast to fall by around

16 per cent to 405 tonnes, reducing growth in gold supplies to the market.
Thisfallis expected mainly asaresult of lower sales by central banks that are
signatories to the European Central Bank Gold Agreement (CBGA).

Gold outlook

2007 2008 f 2009 f %

World change
Fabrication

consumption t 3072 2908 3077 5.8
Mine production t 2475 2453 2559 4.3
Scrapsales t 956 1050 1000 -48
Net stock sales t —359 —595 —482 -190
- officialsector t 481 405 385 -4.9
- private sector t (394) (680) (667)
-producer hedging t (446) (320) (200)

Price US$joz 697 892 855 —4.1

2006 2007 2008
-07 -08 s -09 f

Australia

Mine production t 249 231 256 108
Exports t 400 387 404 6.0
-value A$m 10320 10955 12481 13.9

Price A$foz 814 916 961 49

f ABARE forecast. s ABARE estimate.
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The CBGA places a collective limit of 500 tonnes ayear on the quantity of
gold that the signatories, comprising 18 European central banks including
the European Central Bank, are permitted to sell fromtheir reserves. The
current CBGA beganin 2004 and s set to expirein 2009.

Official sectorsalesare forecast to decline furtherin 2009, to 385tonnes,
partly as central banks reduce sales in order to meet publicly stated sales
targets over the five year lifetime of the CBGA which ends in September
20009.

High and volatile prices effect gold fabrication demand in 2008

Jewellery fabrication, the main element of gold fabrication demand, declined
inthe secondhalf of 2007asaresult of the markedly higher gold prices and
increased price volatility. In2008, jewellery fabrication is forecast to decline,
resulting in gold fabrication consumption falling by afurther 5 per centto
2908tonnes. The slowdowninjewellery fabrication demand is expected

to be mostevidentinthe price sensitive market of India where lower retalil
markups meanvolatilityin the gold price willbe fully transmitted to domestic
jewellery prices. Additionally, export oriented jewellery fabricationin India
and the Middle East is likely to decline in response to slower economic
growth in Europe and North America. However, jewellery fabrication
demandin Chinais expectedto grow strongly, reflecting fast-rising incomes.

Theforecastfalling gold priceis expected to resultinamodest increase

in global jewellery consumptionin2009. More importantly,an expected
reduction in price volatility could then stimulate demand for goldin India
andthe Middle East. Assuch, gold fabrication demand is forecast to rise by
around 6 per centin 2009 to 3077 tonnes.

Producer dehedging to decline in 2008 and 2009

Producerhedginginvolves gold producers borrowing gold from central
banksandsellingit on the spot market in order to reduce exposure to the
risk of lower gold prices at the time of actual production. Asaresult, future
mine production of gold is effectively brought forward.

Dehedging, through the buying back or unwinding of these hedged posi-
tions, has largely occurred because of producers’ expectations of an
increasinggold price.

Net dehedging, with the rate of gold repayments to central banks exceeding
new producer hedging,imposes upward pressure on the gold price through

reducing gold supplies to the spot market.

Anestimated record of 446 tonnes of gold was reduced from outstanding
hedge positions of gold producers in 2007, primarily as a result of
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dehedging from Newcrest Mining, Barrick Gold and Newmont Mining. With
the size of remaining hedge books diminishing, dehedgingis forecast to
fallto 320 tonnesin2008and 200 tonnes in 2009. Angologold Ashanti

is expected to contribute most to dehedgingin 2008, with the company
proposingareductionintheir hedge book of around 130 tonnes.

Development projects to stimulate Australian gold production

Australia’s gold mine production is estimated to have fallen by around 7 per
centto231tonnesin 2007-08.Inthe third quarter of 2007-08, Australian
gold productionis estimated to have totalled 51.5 tonnes, the lowest

since the June quarter 1989. This fall reflects events such as the closure of
Norilsk’s Thunderbox project and the placing on care and maintenance of
ApexMinerals’ Wiluna project and Harmony Gold’s Mount Magnet project.
Also contributing to this decline was lower production from several new
projects suchas Mercator’s Meekatharra project and Citigold’s Warrior
mine. Changes made to mine sequencing by several major producers, partly
inresponse to the higher gold price, has resulted in the mining of lower
gradesandlower productionat numerous larger mines.

In2008-09, Australia’s gold mine production is forecast to rise by 11 per cent
to 256 tonnes whenanumber of new mediumto large scale projectsare
expected to begin commercial production. These include the Boddington
jointventureredevelopmentin Western Australia (averaging 26.4 tonnes
peryear), St Barbara’s Gwalia Deeps expansion (6.2 tonnes), Apex Minerals
Wiluna redevelopment project (6.2 tonnes), Avoca’s Higginsville project
(5.9tonnes), Oxiana’s Prominent Hill project (3.6 tonnes) and Dioro Explora-
tion’s Frogs Legunderground project (2.6 tonnes).

Gasshortages associated with the fire at Varanus Islandin early June 2008
have the potential to affect gold productionin2008-09, however the effect
isuncertain at this stage.

Reflecting changesin Australian mine production, the volume of Australian
goldexportsare estimated to have fallen by around 5 per cent to 381tonnes
in2007-08,butare forecasttorise by 6 per cent to 404 tonnesin 2008-09.
The trend for exportvolumesto remain above domestic gold productionin
Australiais expected to continue inthe short-termas gold dore (up to 99 per
centpure) andscrap are sourced from overseasand refined into gold bullion.

The value of Australian gold exportsin 2007-08 s estimated to have risen
by 6 per cent to $11 billion. In 2008-09, Australian export earnings from gold
are forecast to grow byaround 14 per cent to $12.5 billion as export volumes
riseinresponse toincreased Australian mine production, offsetting the
forecast marginalfall inthe US dollar denominated gold price.
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RebeccaMcCallumandKate Penney

Inthe first five months of 2008, the price of aluminium averaged around
US$2800 atonne. Aluminium productioninanumber of countries was
disrupted by power shortages, contributing to concernsabout currentand
future aluminium availability and resulting in rising prices since late January.

Prices rising in 2008 and 2009

The worldaluminium price is forecast to average US$2830 atonne in 2008,
7 per cent higherthanin2007,and production of aluminiumis forecast to
increase. However, disruptions to power supplies are resulting in slower
aluminium production growth than previously anticipated.

Pricesareforecasttorise byafurther13percentin2009,averagingaround
US$3200atonne. Furtherincreasesinaluminium production capacity are
not expected to be sufficient to meet demand and stocks are forecast to
declinetoaround 4.2 weeks of world consumption.

Aluminium prices are expected to remain above the historical average of
aroundUS$2200 atonne, reflecting partly increasing production costs and
partly higher demand foraluminiumas incomes rise in emerging econo-
mies, especially Chinaand India.

Consumption growth still driven by developing economies

World aluminium consumption is forecast to increase by1o per centin
2008, to 41.0 milliontonnesandbyafurther 8.7 per cent, to 44.6 million
tonnesin2009. China continues to drive world aluminium consumption
growth,accounting for more than 20 per cent of world consumption
in2007. The United Statesaccounted forafurther13 per cent of world
consumption.

Risingincomes and continuinginfrastructure developmentin Chinaare
forecast toresultin domestic consumption growth of 25 per centin2008
and18 per centin 2009. However, rapid expansion of aluminium smelting
capacityin Chinaisforecast to be insufficient to meetthe increase in
domestic demand in bothyears. Asaresult, Chinais forecast to beanet
importer of aluminium in2008and in 200g9.

Inthe United States, monthly total motor vehicle assemblies fell below

10 millionin March 2008, for the first time since August 1994. In April,
assemblies fell furtherand with a continuing weak US economy, this number
is expected to decline further in coming months. The residential housing
marketisalso expected to remain subdued. Although there was a small
increase in both housing permitsand starts in April, aluminium demand
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fromthe residential construction sectoris not expected to rise until 2009.
However, US aluminium orders for products including pipes, plate and coil,
usedintransport,automotive and consumer goods manufacturing, have
beenhigherinthe first five months of 2008 compared with the same period
in 2007. Domestic consumption in 2008 is expected to be similar to 2007,
because lower consumption is forecast for the remainder of 2008 associ-
ated with weaker growthin the US economy.

Production affected by power supply problems

Worldaluminium productionis forecast toincrease by 9 per centin 2008,
to 41.4 million tonnes. Aluminium production was disrupted by power short-
agesinanumber of countries in early 2008.

In China,aluminium productionin 2008 s forecast toincrease by 18 per
cent,compared with growth of 32 per centin 2007. Severe snow stormsin
Chinainthefirst quarter of 2008 affected coal supplyand reduced elec-
tricity supply as generators were forced to shut down. Asaresult, some
aluminium smelters are operating below capacity or have stopped produc-
tion altogether. The earthquake in mid-May further reduced the potential
forincrease in China’s aluminium production in 2008. Anumber of smelters
scheduledto commence productioninthe remainder of 2008 have been
delayed because of damage caused by the earthquake. Some new smelters,
although not directly affected, may still experience problems starting
production onscheduleif electricity constraints persist because priority is
likely to be given to existing operations.

Aluminium and alumina outlook

2007 2008 f 2009 f %
change
World aluminium
Production kt 38082 41380 44312 7.1
Consumption kt 37225 40982 44567 87
Closing stocks kt 3448 3847 3592 -6.6
-weeks consumption 48 49 4.2 —14.3
Price US$/t 2639 2832 3213 135
USc/ib 119.7 1285 145.7 134
World alumina
Spot price US$/t 341 418 433 36
2006 2007 2008
Australia -07 -08 s -09 f
Production
Bauxite Mt 62.7 632 635 05
Alumina kt 18506 19382 20664 6.6
Aluminium kt 1954 1962 1963 0.1
Exports
Alumina kt 15056 15733 16835 7.0
-value A$m 6243 5811 6982 202
Aluminium kt 1638 1682 1689 04
-value A$m 5650 5023 5639 12.3

f ABARE forecast.s ABARE estimate.
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In South Africa, continued power shortages have led to BHP Billiton’s Hill-
side and Bayside smelters operatingat only 9o per cent of capacity (around
94 000 tonnes below capacity). With the potential for electricity short-
agesto persistat least in the short-term, there isa possibility South African
aluminium productionwill be further reduced.

Dryweatherin New Zealand has also reduced the availability of hydroelec-
tric power to Rio Tinto’s Tiwai Point smelter. Asaresult, capacity utilisation
atthe smelter has beenreduced by 10 per cent (aloss of around 35000
tonnesin2008).

More broadly, uncertainty regarding the implementation of climate change
response policiesinanumber of countries is delaying investment decisions
by aluminium companies. The availability of reliable and relatively low cost
energyisimportant to aluminium producers. In countries such as Australia,
the details of proposed emissions trading schemes are yet to be finalised
andasaresult,aluminium producers have delayed decisions regarding new
builds or expansions indefinitely.

In2009, world aluminium production is forecast to increase by 7 per cent,
toaround 443 milliontonnes. Furtherincreasesin China’s capacityare
expectedto result in domestic production growth of more than 11 per cent.

Large new smelters scheduled to begin producing in 2009 include Hydro’s
Qatalumin Qatar (capacity of 585 0coo tonnesayear) and UC Rusal’s
Boguchanskayain the Russian Federation (capacity of 600 ooo tonnes
ayear).Venalumisalso expected to complete its expansion of the Puerto
Ordazsmelterin Venezuela (additional 140 0oo tonnes a year).

Australian aluminium production to remain largely unchanged

Australianaluminium production is forecast to be 1.96 milliontonnesin
2007-08and 2008-09. No additions or expansions to Australia’s aluminium
capacity are expected over the outlook period, pending finalisation of the
details of an emissions trading scheme. However, smallincreases in produc-
tionare expectedas efficiency improves at existing smelters.

Australian aluminium export earnings are estimated to have declined by

11 per centin2007-08to $5.0 billion, reflecting slightly higher export
volumes butlower export prices.In2008-09, export volumes are forecast
toremainaround 1.7 million tonnes. However, export values are forecast
toincrease by more than12 per cent to $5.6 billion, inline with higher world
aluminium prices.
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The majority of world aluminasales are ona contract basis (where the
contract price is usually linked to the aluminium spot price) oraccounted
forasinternal transactionsinvertically integrated companies. Remaining
aluminais sold onthe spot market, usually to Chinese aluminium smelters.
Asaresult,aluminaspot prices tend to reflect the availability of alumina
spot salesand not necessarily movementsin aluminium prices.

In2008,the aluminaspot price is forecast to average around US$418 a
tonne, 23 per cent higher than in 2007. Demand for alumina from aluminium
producers has beenstrong, therefore increasing the alumina spot price.
Inaddition, rising costs of alumina production, particularly the cost of
electricity, have supported these price increases. The aluminaspot price s
forecastto average around US$430atonnein 2009.

Alumina productionis expectedtoincrease in 2008as new projectsand
expansionsin Brazil, China, the Russian Federation, Kazakhstanand Jamaica
commenceand projects that commenced in 2007 increase production
toward capacity. Thisisforecast to result inalumina production rising by 7 per
centin2008,to more than 85 million tonnes. Productionis forecast toincrease
byafurther7percentin2009asadditional projectsin Chinaand Global Alumi-
na’s SangrediRefineryin Guinea (capacity of 3.2 million tonnes) commence.

Australian export volumes rising

Australian production of aluminais estimated to have increased by around
5percentin2007-08,to19.4 milliontonnes. This reflects the completion of
part of the 1.8 milliontonnes ayear capacity expansion at Rio Tinto’s Gove
refinery,aswellas moderate production increasesat other Australian refin-
eries,suchas Worsleyand Chalco.

Productionis forecasttoincrease by afurther7 percentin2008-09as Australianaluminaexports
constructionis completed at Gove. However, there is some uncertainty
around this growth, reflecting disruptions to Western Australia’s gas supply
because of afireatthe Varanus Island gas plant. Asaresult of these disrup-
tions, Alcoa has declared force majeure onitsalumina contracts butisyet to
announce the effect of the disruptions on production.

Inlinewithincreased production,aluminaexportvolumesare estimated to
have increased byaround 4 per centin 2007-08,to15.7 million tonnes. However,
thevalue of exportsis estimated to have declined by 7 per centasaresult of

lowerexport pricesin the second half of 2007 when the aluminium price fell. 3T T TR 3
2007-08
P o L L Mt

Australian exportvolumes are forecast torise by afurther 7 per centin
2000 2002 2004 2006 2008

2008-09asaluminaproductionincreases. With both increased volumes 01 -03 -0o5 -07 -o09f
and higher spotalumina prices, the value of Australia’s alumina exportsis e value
forecasttorise by 20 per cent to $7.0 million. volume
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Quarterly LME nickel prices

nominal,ended December 2009

50000

40000

A
/|

30000

[ WA

20000 //\/-/’N\V//

10000 =

T

June June June June June June June

2003

2005

2007

2009f

Nickel

Nickel

RebeccaMcCallum

Nickel pricesaveraged US$28 770 atonneinthefirst four months of 2008.
For2o08asawhole, the nickel price on the London Metal Exchange s
forecast toaverage around US$27 ooo atonne, 27 per cent lower thanthe
recordachievedin 2007.However,arecoveryindemandandarelatively
tight production-consumption balance are expected to contribute to prices
remainingabove the longtermtrend.

Fallin nickel price limited in 2008 and 2009

In early 2008, the price of nickel was supported by rising chromium prices, a
declinein nickel pigiron productionandanincrease in demand from stain-
less steel producers. Rising nickel productionat new mines, scheduled to
commence from mid-2008, is expected to increase nickel supply in 2009.
Asaresult, prices are forecast toaverage around US$22000in2009,18 per
centlower thanthe forecastaverage in 2008.

High nickel pricesin 2007 encouraged stainless steel producers to produce
ferritic stainless steels. These steels contain less nickeland more chromium
thanaustenitic stainless steels, which have historically had the largest
market share. Asaresult, chromium prices have risen and the incentive for
further substitution away from austenitic stainless steel has diminished,
providing supportfor nickel consumption.

Further limiting the fallin the nickel price have been rising input costs,
particularly for nickel pigiron. As coal prices increase, the marginal cost of
producing nickel pigironrises asitis produced by smelting low grade nickel
oresinblast furnaces. A nickel floor price of US$22 000 is expected to be
sustained until enough nickel can be obtained from new mines or other
conventional sourcestoreplace the supply of nickel pigiron.

Nickel prices started to decline fromahigh of US$54 ooo atonnein May
2007.Since August 2007, the price of nickel has been less volatile, fluctu-
ating between US$25 000 and $35 cooatonne. In 2008, the price of nickelis
forecasttoaverage 27 per cent lower thanin 2007,as aresult of lower prices
inthefirst half of 2008 compared with 2007 and slowly declining prices
from May 2008.

Asseeninthe graph, nickel pricesincreased throughout 2006 andin the
first half of 2007, reaching US$54 oooatonne beforeachangeinthe
London Metal Exchange’s lending rules prompted a dramatic decline in
price. Pricesare forecast to remain between US$20000and $30 000 a
tonne for the remainder of 2008, resultinginaloweraverage pricein 2008
than the previous year.
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Consumption growth to resume in 2008

After contractingin 2007, consumption of nickelis forecast to grow by 6 per
centin2008,to 1.4 milliontonnes,and by 8 per centin 2009, to 1.5 million
tonnes.

Manufacturingindustries that consume significant quantities of nickelin
theform of stainless steelare increasingly moving to China. Thistrend has
been evident froma change in world nickel consumption patterns. Nickel
consumptionin western European countries fellby more than 20 per cent
in2007. Consumption inthe United States, Japan, Chinese Taipeiand the
Republic of Koreaalso fell between 7and 10 per cent. Some of this contrac-
tionwas the result of record high nickel prices and the slower growth of the
United States economy. However, it also reflects the declining competitive-
ness of manufacturingin western Europe.

In contrast, manufacturing sectorsin emerging market economiesare
expanding.In China, nickel consumption grew by 29 per centin2007,witha
27 per centincrease forecast for 2008. Assumed weaker economic condi-
tionsinthe United Statesand Europe in2008 and early 2009 are expected
toreduce demand for consumer durables such as whitegoods, a significant
proportion of whichisimported from China. However, increasing demand
from Chinese consumers,asincomes rise and its middle class expands,

is expected to offset lower growth of exportsandto resultinan overall
increase in nickel consumption.

Nickel mine production rising...

Asmallincrease in world nickel mine productionisforecast for2008 witha
largerincrease projectedin2009. Productionisforecast toincrease by 1 per
centto1.6milliontonnesin2008,withafurther 6 per centincreasein 2009,
to 1.7 milliontonnes.

Nickel outlook

2007 2008 f 2009 f %

change

World
Production kt 1435 1478 1537 40
Consumption kt 1323 1399 1512 81
Closingstocks kt 125 203 228 123
-weeks consumption 49 7.6 79 39
Price US$ft 37226 26989 22125 -180

USc/lb 1689 1224 1004 —-180

2006 2007 2008

Australia -07 -08 s -09 f
Production
Mine kt 192 195 256 31.3
Refined kt 118 119 122 25
Intermediate kt 57 50 49 -20
Exportss kt 215 212 236 11.3

f ABARE forecast. s ABARE estimate.
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Relatively high nickeland cobalt prices have increased the incentives for
companies to expand existing operations and develop new projects. A
number of larger projects commenced production in late 2007 with addi-
tionalstartups scheduledfor late 2008. New mines including Ravensthorpe
in Australiaand Shakespeare in Canada as wellasan expansion at Moa Bay
in Cubaare expected to contribute to higher nickel productionin 2008.
Otherlarge projects suchas Talvivaarain Finland and Onca Puma in Brazil
are scheduledfor completion earlyin 2009, further increasing world nickel
mine production.

... despite lower production in some countries

Productionin the Philippines, Indonesiaand New Caledoniais expected to
falland this declineis expected to offset some of the production gains from
new projects elsewhere inthe short-term.

In2007, nickel production in the Philippines increased by 60 per cent, while
productioninIndonesiaand New Caledoniaincreased by more than 20 per
cent.Itis estimated that the majority of thisincrease (some 95000 tonnes)
wasintheform of low grade nickel laterite ores used to produce nickel pig
iron. Demand forthese oresis expectedtofallin2008and 2009 as the cost
of producing nickel pigironincreasesand reducesits attractiveness over
conventional ferronickel.

Refined production also increasing

Refined nickel production is forecast to increase by 3 per centin 2008, to
1.48 milliontonnes,and by a further 4 per centin2009to1.54 million tonnes.
The completion of the expansion at Yabulu in Australiais expected to add
45000 tonnes to world refined nickel capacity and to contribute to
increased refined nickel productionin 2008. However, the unexpected
closure of the Kalgoorlie smelter in Australiain the second half of 2008is
expectedto offset some of this gain.

Nickel mines scheduled to commence production in the second half of 2008

type of additional
projectname  company country expansion  oretype timing capacity (kt)
Shakespeare Ursa Major Minerals  Canada Greenfield Sulfide 3rd quarter 5.00
Bucko Lake Crowflight Minerals  Canada Greenfield  Sulfide commenced 6.00
Avebury Zinifex Australia Greenfield Sulfide 3rd quarter 850
Munali Albidon Zambia Greenfield Sulfide 2nd half 8.50
Moa Bay Sherritt Cuba Brownfield  Laterite 2nd half 13.00
Sotkamo Talvivaara Mining Finland Greenfield  Sulfide 4th quarter 60.00
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Australian production increasing in 2008-09

Australia’s nickel export volumes are forecast to remain largely unchanged
in 2007-08. Lower mine production at Minara’s Murrin Murrin,and BHP
Billiton’s Nickel West is expected to be offset by production commencingat
Western Areas’ Forrestania mine (capacity of 13000 tonnes ayear) and BHP
Billiton’s Ravensthorpe mine (50 000 tonnesayear).

However in 2008-09, nickel mine production in Australiais forecast to
increase by 32 per cent to 256 0oo tonnes. Forrestaniaand Ravensthorpe
are expectedtoincrease production toward capacity and production
isscheduled to commence at Zinifex’s Avebury mine in Tasmania (8500
tonnesayear).

Australian production of refined nickelis expected to remain steady in
2007-08andtoincrease by 2.5 per centin 2008-09 to 150 000 tonnes. BHP
Billitonannounced in mid-June the Kalgoorlie nickel smelter would be shut-
downandthenrebuilt because of safety concerns, reducing the smelter’s
production byaround 25 000 tonnes in 2008-09. Disruption to gas supplies
toMurrin Murrinasaresult of the explosion at Varanus Island will also
reduce refined nickel production. However, the completion of BHP Billiton’s
expanded Yabulu nickel refineryis expected to more than offset the effects
of lower production at Kalgoorlie in 2008-09 as it expands toward its full
capacity of 45000 tonnes.

Terminology

Austenitic stainless steel: Stainless steel with an ‘austenitic’ chemical
structure. Nickel content of the most common austenitic stainless steels
(the 300 series) is usuallyaround 8 per cent. However, the 200 series which
is less widely used contains only between 1and 3 per cent nickel.

Chromium: An element used in place of nickel to prevent corrosion of steel.
Stainless steels that use chromium to reduce the need for nickel to prevent
corrosionare referredtoas ‘ferritic’.

Ferritic stainless steel: Stainless steel with a ‘ferritic’ molecular or chemical
structure. Chromiumis the main element used to prevent corrosion with
much lower nickel content than austenitic stainless steels. The 400 series
stainless steelsare ferritic.

Ferronickel: Anintermediate nickel product that has a high iron content. It
contains up toaround 20 per cent nickel. Nickel pigironis aform of ferron-
ickelbut hasamuch lower nickel content than conventional ferronickel
(only15to8percent).
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Monthly world copper prices
ended May 2008
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In April2008, world copper prices traded at arecord US$8880 a tonne.
The record high copper prices reflect tight market conditions triggered
by labour-related disruptions ata number of Chilean mines atatime when
copper stocksare historically low.

Supply disruptions to support copper pricesin 2008...

In2008, world copper prices are forecast to increase by 10 per cent to
US$7828 atonne (US355.1¢/Ib). In the first five months of 2008, prices aver-
aged US$8077atonne,anincrease of 22 per cent year on year. Copper prices
inthe second half of 2008 are expected to decline moderately but remain
wellabove the historical average inreal terms. For the remainder of 2008,
copper prices are expected to be supported by the tight supply-demand
balance asaresult of the likelihood of continued industrial disputes in Chile
(theworld’s largest copper producer) lower ore grades and strong demand
fromemerging market economies.

World consumption is expected to slightly exceed productionin 2008,
andasaresult,world copper stocks are expected to decline toaround two
weeks of consumption, well below historical averages.

..but weakeningin 2009

In 2009, world copper pricesare forecast to decline by 8 per cent to average
around US$7169 atonne (US325.2¢/Ib). Additions to supply capacity are
forecastto outpace growthindemand,allowingstockstoincreaseto23
weeks of consumption.

Strong consumption growth in 2008

Worldrefined copper consumption is forecast to increase by 5 per centin
2008t018.8 milliontonnesas strong demand from China offsets weaker
demand from developed economies.

Chinais expected to remainakey driver of growth inworld copper
consumption, with strong growth in output of copper-intensive goods such
as motor vehicles, electric motors and airconditioners forecast to continue.
Inaddition, China’s electricity generation sectorand power grid, which
accounts for half of China’s copper consumption, will continue to expand. In
2008, expansions to China’s electricity generation capacity are expected to
total 9o gigawatts, requiring an estimated 2 milliontonnes of copper.
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US consumption continues to decline

Inthe first quarter of 2008, consumption of refined copper in the United
Statesdeclined by 7 per centyear onyear. This reflects aslowdown in

the housingand manufacturing sectorsasaresult of problemsinthe US
subprime mortgage market. For2008 asawhole, copper consumption in
the United Statesis forecast to decrease by 6 per cent to 1.9 million tonnes.
With weaker growth inthe US economy likely to continue into the first

half of 2009, growth in copper consumption is expected to be relatively
subdued, althoughthereis potential for it to recover later in 2009.

World mine production to increase despite disruptions

In2008, world copper mine productionis forecast to increase by 5 per cent
to16.3million tonnesas production commences at anumber of new mines.
Thelargest of these, in terms of production capacity include Codelco’s Gaby
and Andina projectsin Chile (capacity of 150 0ooand 120 coo tonnes ayear
respectively), Equinox Minerals’ Lumwana mine in Zambia (169 000 tonnes
ayear) and Oxiana’s Prominent Hill mine in Australia (90 000 tonnes ayear).
Increased productionis expected to be partially offset by production losses
associated withlabour disputes in Chile and Mexico, which have persisted for
anumber of yearsand are expected to continue, at least in the short-term.

In2009, world copper mine production s forecast to increase by a further
8 percentto17.5milliontonnesasanumber of projects commissioned
in2008approach full capacity,and two large projectsin the Democratic
Republic of Congo commence operations. These two projectsare the
Nikanor-Katangajoint venture KOV mine restart (250 000 tonnes a year)
and Freeport’s Tenke Fungurume (114 000 tonnes a year).

Copper outlook

2007 2008 f 2009 f %

World change
Production
-mine kt 15569 16286 17530 7.6
-refined kt 17972 18733 19987 6.7
Consumption kt 17864 18807 19837 55
Closing stocks kt 812 738 888 20.3
—weeks consumption 24 20 23 15.0
Price US$Ht 7133 7828 7169 -84

USc/ib 3235 355.1 3252 -84

2006 2007 2008
-07 -08 s -09 f

Australia
Mine output kt 859 874 1014 16.0
Refined output kt 435 429 529 233
Exports
-oresand conc. kt 1493 1694 1673 -12
-refined kt 290 286 381 332

~totalvalue A$m 6526 6628 7159 80

f ABARE forecast. s ABARE estimate.
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Despite the forecast increase in output, mine production may be adversely
affected by lower ore grades, labour disputes, and difficulties in sourcing
equipment, all of which present a downside risk to this production forecast
withthe potential to further push up world copper prices.

Refined production expanding.

World production of refined copperis forecast toincrease by 4 per centin
2008toaround18.8 milliontonnes,and by afurther 7 per centto 20 million
tonnesin2009. This growth is expected to be supported by 17 per cent
growthin China’s refining capacity over the next two yearsand new solvent
extraction electrowinning (SX-EW) projectsin Chile. However, higher rates
of growth of refined copper productionis expected to be limited by the
availability of copper concentrates.

Australian export earnings to increase

In2007-08, Australian copper mine productionis estimated to have
increased by 2 per cent to 874 0oo tonnes. The higher productionwasa
result of CopperCo’s Lady Annie (25 000 tonnes a year), Matrix Metals’
Leichardt mine 1o ooo tonnesayear), both in Queensland,and Jabiru
Metals’ Jaguar mine (9600 tonnes ayear) in Western Australiaall beginning
operation.Inaddition, production at Ernest Henryand Mount Isaincreased
during2007-08 followinglower productionin 2006-07 asaresult of main-
tenance shutdowns and the mining of lower grade ores.

Solvent extraction-electrowinning (SX-EW)

Solvent extraction-electrowinning uses copper oxide ores. It is a hydro-
metallurgical process,as the copperis eitherinanaqueous or organic
environment during processing untilitis reduced toa metal form. This
process involvesleaching the material with a weak acidic solution (gener-
ally sulfuricacid). The solution (pregnantliquor) is then recovered and
contacted withan organic solvent (extractant) inthe solvent extraction
phase. This extractsthe copperand leaves most of the impuritiesinthe
leach solution. The copper-bearing material is advanced to the electrowin-
ning stage, while theleach solutionis returned to the solvent extraction
stage. Inthe electrowinning stage the copperis reduced electrochemically
fromthe copper sulfate solution to a cathode.

SX-EW hasanumber of benefits over conventional processing, including
the production of pure cathode onsite, the ability to treat lower grade
oresand its suitability for both smalland large scale projects. However, the
SX-EW processis electricity intensive, so the economics of production are
sensitive to electricity costs.
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Australian copper mine productionin2008-o09 s forecast to increase

by 16 per cent to around 1 million tonnes. Projects scheduled to begin
productionin2008-09include Oxiana’s Prominent Hill (9o ooo tonnes
ayear), Newmont’s Boddington gold project (30 ooo tonnes of coppera
year), CBH resources’ Sulfur Ssprings (20 ooo tonnes ayear) and Compass

Resources’ Browns Oxide (10 000 tonnesayear).

Refined copper productionis estimated to have decreased by 1 per cent

to 429 0ootonnesin2007-08, reflecting lower production at Xstrata’s
Townsville Copper Refinery and BHP Billiton’s Olympic Dam. In 2008-09,
refined productionisforecast toincrease by 23 per cent to 529 0coo tonnes,
with production at Townsvilleand Olympic Dam expected to return to
normaland CopperCo’s Lady Annie SX-EW project approaching capacity.

Reflecting higher production, Australia’s exports of ores and concentrates
are estimated to have increased by 13 per cent. However, exports of refined

copperare estimated to have decreased by 1 per centin 2007-08.

In2008-09, exports of Australian copper oresand concentrates are
forecast to decline by 1 per cent to 1.7 million tonnes as Australian refining
capacityincreasesanda larger proportion of oresand concentrates is
refined domestically. As aresult of higher production, Australian exports
of refined copperin2008-09 are expected toincrease by 33 per cent to

381000 tonnes.

Australian export earnings from copper are estimated to have increased
slightly to $6.6 billion in 2007-08 as higher world prices and increased

production were largely offset by the significant appreciation of the

Australiandollar.In2008-09 export values are forecast to increase by 8 per
centto $7.2 billion. This forecast increase in export earnings mainly reflects
the effect of higher export volumes which more than offsetsan expected

decline inworld prices.

Advanced major Australian copper projects

Australian copper exports

metal equivalent

project
Browns Oxide project

Northparkes
(E48 development)

Prominent Hill

Ernest Henry underground
-stage one

company
Compass Resources

Rio Tinto
Oxiana

Xstrata

project

New project, under construction

Expansion, under construction

New project, under construction

Expansion, committed
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volume
annual capital
startup capacity  expenditure
mid-2008 10kt $135m
2009 extension to
life of mine $211m
late 2008 120kt $108om
2009 75kt $26m

414 Australiancommodities « vol15n02 « June quarter 2008



End of year zinc stocks vs
average price (1990-2009f)

4000
2006
zzoo7
3000
41990
2008 ¢
2000 ;
2000f® ¢ o 954
0‘0‘0 * LR 4
*
1000 Ly
2002
2008
US$/tWIY\I!\\TYY!\W!
o 2 4 6 8 10 12 14

zinc stockpiles (weeks of consumption)

Quarterly world spotzinc prices
ended December 2009

5000

4000

3000

=

1000 F St

2008
US$/tTTTTYKT[[![![[!WWWWWW\

1989 1994 1999 2004  2009f

Zinc

Zinc

RohanKendall

World spot zinc prices have averaged around US$2350 atonne in the first
five months of 2008, about 28 per cent lower than the 2007 average price
of US$3243atonne. For2008asawhole, the spot price of zincis forecast to
average US$2074atonne onthe London Metal Exchange, a decline of 36 per
centfromthe average price for2007.

Prices declining as supply increases

Zinc production has exceeded consumption so far in 2008, resulting in
risingzinc stockpilesand falling prices. For the yearasawhole, productionis
forecast to exceed consumption by around 175 000 tonnes, leading to zinc
stockpilesincreasing by 30 per cent to 3 weeks of consumption.

Zinc production is forecast to continue to exceed consumption by around
240 000 tonnes in 2009 leading to a furtherrise in zinc stockpiles to around
3.9 weeks of consumption. Asaresult, zinc pricesare forecast tofallbya
further 15 per centin 2009 toaverage about US$1770atonne.

Asia continues to drive world zinc demand...

World refinedzinc consumptionisforecast to increase by 4.1 per centto
1n.8milliontonnesin2oo8andafurther 4.5 per centto12.3 milliontonnes
in2009. Approximately 70 per cent of zinc is consumed in the construction
andautomotive industries in the form of galvanised (zinc coated) steel or
other components suchas diecast parts.

The majority of theincrease in world zinc consumption is expected to be
driven by growing demand in Asia. Zinc consumption in countries such as
China, India,and the Republic of Korea is expected to increase by 10 per
cent,6.5percentand 6.4 per centayear respectively in 2008 and 2009.
Underpinning this growthis investmentin infrastructure projects, suchas
roads, railways, portand power generation. Inaddition, strong growth in
manufacturing output,suchas motor vehicle production, is expected to
continuein these countries.

..but demand weak in US and Europe

Zinc consumption in the United States decreased by 311 000 tonnes (23 per
cent) from 2000 to 2007 owing to flat domestic salesand greaterimport
competitionfor manufactured goods, particularlyautomotive. US zinc
demandis expected to remain weak in2008and 2009 reflecting the nega-
tiveeffects on constructionand manufacturing output associated with the
current economic downturn.
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Zinc consumption in Europe isforecast to grow by an average of around
1percentayearin2008and 2009. Strong consumption increases in coun-
tries with high rates of economic growth, such as the Russian Federation,
are expected to be partially offset by declines in Germany and Italy where
globalfinancial market instability is having a negative effect on economic
activity.

Zinc production expanding rapidly...

Therising stockpilesand lower price forecasts for 2008 and 2009 reflect
astrongincrease insupply rather than reduced demand. Significant
investment in minesand refineries has occurred over the past few years
inresponse to high zinc prices. Zinc production hasincreased as these
projectsare completedand move into production.

The largest mine commissioned recently is Apex Silver’s San Cristobal
operationin Bolivia (annual capacity of 235 ooo tonnes), which began
production in August 2007 and willincrease output during the remainder of
2008and 2009. Other notable mine openings adding to productionin the
next sixmonthsinclude Minera Milpo’s Cerro Lindo minein Peru (110 000

tonnesayear) and Lundin’s Aljustrel zinc mine in Portugal (8o ooo tonnes
ayear).

Major additions to world zinc capacity 2007-2009

additional startup/
projectname  owners country annual capacity expected startup
kt
CerroLindo Minera Milpo Peru 110 mid-2007
Jaguar Jabiru Metals Australia 34 June 2007
Caribou Blue Note Metals  Canada 43 July 2007
San Cristobal Apex Silver Bolivia 235 August 2007
Aljustrel Lundin Portugal 80 December2007
Sotkamo Talvivaara Finland 60 October 2008
Perseverence Xstrata Canada 15 mid-2008
Angas Terramin Australia 60 June 2008
Rasp CBH Resources Australia 37 early2009
Tulsequah Chief Redcorp Ventures Canada 50 mid-2009
Penasquito Goldcorp Mexico 189 2009
Perkoa Aim Resources Burkina Faso 68 2009
Sulfur Springs
(Panorama) CBH Resources Australia 50 late 2009
Aguas Tenidas ~ PGM Ventures Spain 50 late 2009
Wolverine Yukon Zinc Canada 50 late 2009
Jabali ZincOx Yemen 70 late 2009
Russian Cu Co Russia 70 2009
Dairi Herald Resources Indonesia 15 2009
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The strongincrease inworld mine supply is forecast to continue in2009 with
the expected start up of Goldcorp’s Penasquito mine in Mexico (189 000
tonnesayear) and the possible startup of Herald Resources’ Dairimine (115000
tonnesayear)inindonesia.

Inadditionto the projectsinthe previoustable, there has also been signifi-
cantinvestmentinzinc miningin China. The International Lead and Zinc
Study Group expects China’s zinc mine output to rise by around 10 per cent
in2008 withasimilarincrease forecastin2009.

World output of refined zincis forecast to rise by 5.7 per centin 2008 to
1.9 milliontonnesandafurther s percentto 12.5milliontonnesin 2009.
Increased availability of zinc concentrates should enable existing refineries
and smelters to operate at full capacity and anumber of new refineriesare
scheduled to commence production.

Significantincreasesin refined zinc production are expected in China
where atotal of 860 0ooo tonnes of zinc smelting capacity is scheduled to
commence operationin 2008. These capacity increasesare expected to
more than offset short-term production losses associated with severe
snow stormsin February and an earthquake in May in China. Elsewhere,
Hindustan Zinc’s second 170 000 tonne a year capacity refineryin Indiawas
commissioned in December 2007 and smeltersin Mexico and Peruare also
expected to commence production over the next 18 months.

Not all of thisadditional capacity will translate into increased production
before the end of 2009. New operations require time to reach full capacity

Zinc outlook

2007 2008 f 2009 f %
change
World
Production kt 11302 11944 12541 50
Consumption kt 11301 11769 12299 45
Closing stocks ke 500 675 917 359
—weeks consumption 23 30 39 300
Price US$ft 3243 2074 1770 —14.7
USc/lb 1471 941 80.3 —14.7
2006 2007 2008
-07 -08 s -09 f
Australia
Mine output kt 1375 1567 1694 81
Refined output kt 496 505 499 -12
Exports
-oresand conc. kt 1948 2251 2411 7.1
-refined kt 374 415 429 34

—totalvalue A$m 4298 3334 2331 —30.1

f ABARE forecast.s ABARE estimate.
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as processes are fine-tuned to optimise performance. However, it does indi-
cate substantial productionincreasesarelikely over the next few years.

..but lower prices may close marginal operations

The declinesinzinc prices are causing some high cost operations to close.
Forexample, Teck Cominco has signalled its intention to close the Lennard
Shelf mine (80 000 tonne ayear capacity) in Australia. This mine was
reopenedin 2007 to take advantage of high zinc prices butis no longer viable
attoday’s pricesandis scheduled to closein 2009. Should there be further
declinesinthe price of zinc, this may force other high cost operations to
reduce output and could jeopardise the viability of some new projects.

Strong growth in volume of Australian production

Australian mine outputis estimated to have increased by 190 coo tonnes
(14 per cent) in 2007-08 to 1.6 million tonnes. The largest contributor to this
increase has been Perilya’s Beltana zinc mine which operated fora period
of 12 months to take advantage of high zinc prices. The mine produced

94 000tonnes of zincinthefirst three quarters of 2007-08 and has now
ceased operations. Significantincreases in productionalso occurred at
the Century, Canningtonand Mt Isa mines in Queensland. Production at
Centuryand Cannington is estimated to have been higher following fewer
disruptions during 2007-08, while production at Mt Isa shouldincrease
following an expansion of the zinc concentrator. The start up of Jabiru
Metals’ Jaguar mine (40 000 tonne ayear capacity) is also contributing to
higher production.

Australian zinc mine productionisforecast toincrease byafurther 8 per
centto17milliontonnesin2008-09.Higher production is expected from
Perilya’s Broken Hill operations CBH Resources’ Endeavour mine while
JabiruMetals’ Jaguar mineis expected to continue to increase production
toward capacity. Inaddition, the start up of Terramin’s Angas zinc mine
shouldalso be amajor contributor to higher production.

Australia has the capacity to produce around 500 ooo tonnes of refined
zincannually. With no additions scheduled to Australia’s zinc refining
capacity, itis expected refined zinc production will remain around 500 000
tonnes during2008-09.

Australian export earnings to fall

Lower zinc prices and a stronger Australian dollar are estimated to have

more than offset higher volumes exported,leadingto a decline of 22 per
centin Australianzinc export earnings to $3.3 billionin 2007-08. Export

earnings are forecast to decline by afurther 3o per centto $2.3billionin

2008-09as higher volumes shipped are again expected to be more than
offset by lower prices.
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Minerals and energy

Major development projects - April 2008 listing
Thisreportwas released 21May 2008

* In2007-08, exploration expenditure in Australia’s minerals and energy
sectoris estimated to be at arecord $6.1 billion or two and a half times
the average annual expenditure on mineral exploration over the past 25
years.

* Inthe sixmonths to April 2008, 22 major minerals and energy projects,
with a total capital expenditure of $11.3 billion, were completed. A
further 97 projects are at an advanced stage with projected capital
expenditure of $70.5 billion.

Exploration expenditure

Investment in mineral exploration will affect the ability of Australia’s
mineralsand energy sector to sustain its recent strong growth and expand
its contribution to national economic performance over the mediumand
longer term. Expenditure on mineral exploration represents an investment
in knowledge about the size, location and quality of mineral deposits.

Ingeneral, decisions to investin mineral exploration depend on the proba-
bility of discoveringan economic mineral deposit or extending the resource
base of aknown deposit. Arange of factors influence the decision to invest
in mineral exploration, some of these are common to investment decisions
across the economy, while others are more specific to the minerals sector.
These factorsinclude prevailingand expected mineral prices; existing
mining and processing technologies; input costs more generally;andland
accessand government policies.

Australian mineral exploration expenditure in real terms (2007-08 dollars)
forthe period1980-81to 2007-08 isshowninfigurea. The 2007-08 data
are estimates based on actual data from the Australian Bureau of Statistics
(ABS) for July-December 2007,combined with data from the ABS survey of
expected expenditure for January-June 2008.

Mineral exploration expenditure in Australiais estimated to have totalled
$6.1billionin 2007-08,a50 per cent increase on 2006-07 expenditure. In
real terms, mineral exploration expenditure in 2007-08 is estimated to have
beenthe highest onrecordand two and ahalf times the average annual
expenditure on mineral exploration over the past 25 years.
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The dramatic increase in exploration expenditure is a response to higher a Australian private minerals
world prices for most mineraland energy commodities as supply struggles exploration expenditure
to keep pace with growthindemand.Italso reflects the trend toward devel- 8

oping projects with higher production capacities, which generally require 7

larger resource delineation programs.

Inrecentyears, expenditure on brownfield exploration, that is exploration
around existing or known deposits, hasaccounted foranincreasing propor-
tion of total exploration expenditure. This is partly explained by companies
reassessingreservesat currentand depleted deposits which are more
economic to extract at higher world prices. Further, mining in brownfield
locationsis attractive for companies because mineral extraction can start
soonerand generally requires lower capital expenditure than that of green- T
field projects because infrastructure already exists. YL
£

In2007-08, exploration expenditure onall major mineraland energy

commodities is estimated to have increased. Petroleum exploration base metals
. . ' . ) m gold
expenditureis estimated to have risen by 41 per centin 2007-08to around
otherenergy

$3.2 billion. Expenditure on petroleum exploration (in 2007-08 dollars) is
estimated to have been the highest onrecord, encouraged by high global ol
prices.

m petroleum

Exploration expenditure oniron oreis estimated to have increased by 76 per
centto $503millionin 2007-08and has accounted foranincreasing propor-
tion of total mineral exploration expenditure over the past seven years. High
contract pricesand the prospect of continued strong demand in China over
the medium termare the principal drivers behind this significantincrease in
expenditure.

Gold exploration expenditure in 2007-08 is estimated to have increased by
40 per centtoaround $660 million, the highest on record since 1997-98.
Theincreased expenditure reflects the higher Australian dollar denomi-
nated gold pricesforecastto average A$916 an ouncein 2007-08,an
increase of 13 per cent from 2006-07.

In2007-08, exploration expenditure on base metals, including copper,
silver, lead, zinc, nickeland cobalt, is estimated to have risen by 66 per cent
toaround $945 million. Expenditure on exploration for all base metals is
estimated to have increased, particularly for nickeland copper, reflecting
continued high global prices. Inreal terms, exploration expenditure on base
metalsin 2007-08is estimated to have been more than three times the 25
yearaverage.

Uranium exploration expenditure is estimated to have more than doubled
in2007-08to around $285 million. This reflects relatively high uranium
pricesandanincreasedinterestinuranium for use in nuclear power
globally.
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Longlead times for key items of equipment encourage early
expenditure commitments

Together with the rest of the world, Australia’s mineral resources sector
is facing difficultiesin securing inputs such as grinding mills, draglines and
locomotives. This reflects the recent accelerationin global exploration
and developmentin order to meet growing global demand for mineraland
energy commodities, particularly in China.

Assuch, thelead times for key items of equipment have increased consid-
erably overthe past fewyears. Forexample,accordingto Rio Tinto, lead
times for obtaininglarge haul trucksand tyres have increased from around
three monthstoaround two years.

Inresponse to thelonglead times for obtaining key items of equipment, a
number of companiesare announcing pre-approval funding (prior to the
finalinvestment decision) to allow for procuring certain items of equip-
mentintime forthe expected project startup.

For example, Woodside announced pre-approval funding of $1.4 billion for
its Pluto LNG projectin Western Australiain December 2006 to allow for
longlead time items and site preparation. The project was subject to a final
investmentapproval decisionin mid-2007.

Similarly, BHP Billitonannounced approval for US$1 billion (A$1.3 billion)

of capital expenditure to supportinfrastructure development at its Rapid
Growth Project 5in Western Australiain February 2008. This funding will
be used to commence duplicating the railway track between the Yandi
mine and Port Hedland,and allows procuring items earlier which have long
lead times, such aslocomotives.

Onasmallerscale,in March
2008, lluka Resources
announced funding of up to
$8 millionto procure certain

long lead capital equipment Delivery times for key items
integral to developingits of equipment (Rio Tinto)
Jacinth Ambrosiamineral , } }
sands project inthe Eucla grinding mills m———
Basin of South Australia. driig:j_?
Withalarge number of locomotives s :
mineralsand energy projects crushers m——

) large haul trucks s
currently committed or tyres i
under development over reclaimers n—
the next few years, decisions ropeshovels—
to pre-approve fundingfor wagons mm—
equipmentwith longlead powersi‘ienlera;ors-
times willincrease the prob- ploaders ==

ability projects willcommence yeary yeara year3 yearq

operationsat their targeted m normaldeliverytime
startup dates currentdeliverytime
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Over the medium term, exploration expenditure is expected to be influ-
enced byacommonset of factors in each of the main exploration sectors.
These include the outlook for prices over the mediumto longer term,
prospectivity, expected future costs of exploration and development

— including costs of labour, fueland other inputs —and Australia’s relative
attractiveness for mineral explorationand extraction.

Capital expenditure

New capital expenditure in the miningand metal productsindustries b New capital expenditure
providesanindication,inaggregate terms, of the pace and scale of develop-
mentinthe Australian mineralsand energy sector (figure b). 45
40
Based on ABS survey data, new capital expenditure in the miningindustry 35
is estimated to have been $32.3billionin 2007-08, 25 per cent higher thanin 30

2006-07.Inrealterms (2007-08 dollars), new capital expenditure in 2007-08
is estimated to have beenthe highest on recordand morethan twoandahalf
times the average annual expenditure over the past 25 years ($12.7 billion).

There areindications capital expenditure in the mining sector may

increase furtherin2008-09. Based on industry intentions canvassedin the
December quarter 2007, ABS data indicate capital expenditure on miningin
2008-09 may be around $36.5 billion (2007-08 dollars). If this expenditure
is realised, thiswould representa 29 per centincrease on 2007-08 expendi-
ture. The scale of this expenditure andits order of increase are consistent
with development trends shown inthe full list of major mineraland energy
projects.

basic metal products

H mining

However, capital expenditure inthe metals products sector, which includes
mineral processing activities covered in ABARE’s projectslist, is estimated
to have been $3.8 billionin 2007-08, approximately 19 per cent lower (in real
terms) thanin 2006-07. Surveyed industry intentions indicate metal prod-
ucts expenditure could fall by a further 15 per centin 2008-09 to $3.3 billion
(2007-08dollars). This reflects the completion, or expected completion, of
anumber of large scale projects. However, this is likely to be partially of fset
by the commitment of new projects includingthe Yarwun aluminarefinery,
thetwo upgradesat the Boyne Island smelter (both in Queensland) and the
recentlyapproved Worsleyaluminarefinery expansionin Western Australia.

Recently commissioned projects

Inthe sixmonths ended April2008, 22 major minerals and energy projects,
with arecordtotal capital expenditure of $11.3billion, were completed. The
completion of these projectsis expected to resultinincreased production
andexport capacity forarange of commodities including coal, petroleum,
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ironore, gold, mineral sands and nickel. Asummary of these projectsis
providedintable1.

While the total number of projects completedin the six months ended April
2008 isseven lessthan that for the six months ended October 2007 (table
2,figure ©), the total capital expenditure was significantly higher thanfor the
sixmonths ended October2007and April 2007, respectively.

The average value of projects completedin the sixmonth period to April

‘I Major mineral resource developments

- projects completed, October 2007 to April 2008

project location
Mining projects - energy
Black coal Glendell opencut NSW
Mount Owen (washplant upgrade to wash
Glendell coal) NSW
Blackwater coal handlingand processing facility Qld
Dawson project Qld
Sonoma coal project Qld
Blackwater to Burngrove duplication (rail) Qld
Callemondah to RG Tanna 3rd spur Qld
Dalrymple Bay Coal terminal 3rd Rail Loop Qld
Dalrymple Bay Coal terminal 7X expansion
project Phase1 Qld
RG Tanna Coal terminal expansion Qld
Petroleum Stybarrow oil field WA
Dampier-Bunbury gas pipeline (DBNGP)
expansion (Stage 5A) WA
Mining projects - mineral
Gold Perseverance (Coolgardie gold project) WA
Ironore Hope Downs Stage 1 WA
Western Australian Iron Ore Rapid Growth
project 3 (RGP3) WA
Mineral sands Mindarie Zircon project SA
Gwindinup WA
Nickel Carnilya Hill WA
Cosmos project (includes Prospero and Tapinos
deposits) WA
Flying Fox (T1deposit) (part of Forrestania project) WA
Ravensthorpe WA
Mineral processing facilities
Nickel Yabulu extension project Qld

capital
company expenditure
$m

Xstrata
Xstrata 290
BHP Billiton Mitsubishi Alliance (BMA) 320
Anglo Coal Australia/Mitsui 1120
Qcoal 200
Queensland Rail 43
Queensland Rail 40
Queensland Rail 109
Babcock and Brown Infrastructure 530

Central Queensland Ports Authority 800

BHP Billiton/ Woodside Energy 874

DBP 660

Focus Resources/Committee Bay

Resources 2.8
Hancock Prospecting/Rio Tinto 1130
BHP Billiton 1730
Australian Zircon 74
BeMax Resources 17
Mincor/View Resources 28

Jubilee Mines

Western Areas 165
BHP Billiton 2400
BHP Billiton (QNI) 731
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2008 was $512 million,around twice the historical average over the past C Completed projects,
nine years of around $255 million (in 2007-08 dollars). June1998to Aprl| 2008
15000 500

Lookingahead, ABARE’s project list indicates the rate of project completion

is likely toaccelerate in the short-term, with 38 advanced projects scheduled = 2°°° 400
for completion before the end of 2008. However, there isa possibility some A r\ |
of these projects will not meet announced scheduled completion dates or 9000 o390
forecast budgets because of strongindustry wide competition for skilled /\ \
labourandequipment. 6000/ \\ A Y 200
. 3000 100
Energy projects II\_/I |
Inthe sixmonths ended April 2008, 12 energy projects (including infra- $m; T O:'!; AR $m
structure) were completed with a capital expenditure of $5 billion. Of these, Toelirirery
283332822825

10 projects were coal mines and export infrastructure projects. The largest
= average capital cost of projects (RHS)

= total capital cost of projects (LHS)

2 Completed projects, June 1998 to April 2008

number of total capital average capital
projects cost of projects cost of projects
$m $m

Sixmonths ending
June-98 3 415 138
December-98 18 3500 194
June-99 19 6500 342
December-99 16 4300 269
June-oo 9 1800 200
December-oo 9 1700 189
June-o1 5 282 56
December-o1 [ 262 52
June-02 10 1082 108
December-o2 10 2110 211

Four months ending

April-03 4 400 100

Six months ending
October-03 6 937 156
April-o4 13 4956 381
October-o4 9 3328 370
April-o5 23 5812 253
October-o5 12 2012 168
April-o06 27 8854 328
October-06 24 5824 243
April-o7 23 3314 144
October-o7 29 7795 269
April-08 22 11263 512
Total 296 76 447 258
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ABARE’s list of major minerals and energy development
projects

The full list

ABARE’s list of major mineralsand energy projects which are expected
tobe developed over the medium termis compiled every sixmonths.
Information contained inthelist spans the mineral resources sectorand
includes energy and mineral commodities projectsand mineral processing
projects. Theinformation comes predominantly from publicly available
sources but,insome cases, is supplemented by information direct from
companies. Thelistis fully updated to reflect developments in the previous
sixmonths. The projects listis released around May and November each
year.

What’s in the list

The latest projectslist contains information on 341 projects, providing the
following details:

° projectname

* location

° expectedstartupdate

©  capitalcostof the project

°  proponentcompany orjointventure
°  projectstatus

° additional output capacity

* additionalemployment, where available.

With oneindustry exception, ABARE’s list provides details of each
announced project for which total capital expenditure is expected to
exceed $40 million. The exceptionis the gold industry, which typically has
arelatively large number of smaller projects. For gold, the expenditure
threshold forinclusionin thelist is $15 million.

Ingeneral,included projectsare at relatively advanced stages of plan-
ning. Thatis, for new projects the stage of planning categories range from
‘prefeasibility study underway’ through to ‘under construction’.

Projectsare listed by the principal mineral commodity to be produced,
under the broad headings: mining projects - energy; mining projects
-minerals;and mineral processing facilities. Thelist includes new green-
fields projectsas wellas expansions of existing projects.

Where to get the list

Thelistis onlyavailableasan electronic product.

The list can be downloaded from www.abare.gov.au

enquiries:abareproducts@abare.gov.au

or phone +61262722010.
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coal mining project was the $1.1 billion Dawson project, located south-west
of Gladstone, Queensland. The project, which hasa capacity of 5.7 million
tonnes of cokingand thermal coal, is ajoint venture between Anglo Coal
Australiaand Mitsui. Also completed were the Glendell, New South Wales
(4 milliontonnes) and Sonoma, Queensland (2 million tonnes) projects.

Inthe sixmonths to April2008, five coal infrastructure projects were
completed. The most notable of these, in terms of capital expenditure,

are the expansion of the RG Tanna coal terminal at the port of Gladstone,
Queensland (capital expenditure of $8o0 million), which will increase
capacity by 28 million tonnes,and Phase 10f the 7X expansion at Dalrymple
Bay Coal Terminal ($530 million), which willincrease capacity by 8 million
tonnes.Inaddition, three rail projects were completed at atotal cost of
$192 million.

Off the west coast of Australia, BHP Billiton’s Stybarrow oil project (capacity
of 80 0oo barrels a day) was completed two months ahead of schedule at a
cost of $874 million. DBP’s Dampier-Bunbury gas pipeline Stage 5A expan-
sion,alsoin Western Australia, was completed at a cost of $660 million. The
pipeline is capable of transportinganadditional 100 terajoules of natural
gasaday.

Metal mining projects

Inthe sixmonthsto April 2008, nine metal mining projects were completed
atacapital cost of $5.5billion. Three projects accounted for 95 per cent of
this capital expenditure. The largest project was BHP Billiton’s $2.4 billion
Ravensthorpe projectin Western Australia. The project will produce 50 000
tonnes of nickeland 1400 tonnes of cobalt a year, which will be transported
tothe Yabulu nickel refinery, north of Townsville, for refining.

Inthe Pilbararegion of Western Australia, two iron ore projects were
completed during the sixmonths to April2008.BHP Billiton’s Rapid Growth
Project 3 project was completed at a cost of $1.7 billion and will increase
capacity at the mine by 20 million tonnesayear. In addition, Hope Downs
Stage1,ajoint venture between Hancock Prospectingand Rio Tinto, was
completed with a capital cost of $1.1 billion and will be capable of producing
up to 22 milliontonnes of iron ore annually.

Western Australian projects Mincorand View Resources’ Carnilya Hilland
Western Areas’ Flying Fox (T1deposit) were completed foracombined cost
of $193 million. These projects are anticipated to have average outputs of
5000 tonnesand 8000-10 000 tonnes of nickel, respectively. Inaddition

in South Australia, Australian Zircon’s Mindarie zircon project (capital
expenditure of $74 million) will have an annual production of 6000-12 000
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tonnes of rutile, 31 000-50 000 tonnes of zircon, 60 ©00-110 00O tonnes
ofilmenite and 4000-9000 tonnes of leucoxene.

Mineral processing projects

BHP Billiton’s Yabulu extension project in Townsville was completed during
thefirst quarter of 2008 at a capital cost of $731 million. The refinery exten-
sionwill process ore from the Ravensthorpe mine, increasingitsannual
capacity by 45 ooo tonnes of nickeland 1400 tonnes of cobalt.

Advanced projects

Attheend of April2008,there were 97 projects at advanced stages of
developmentincludedin ABARE’s project list (table 3). These projects

are either committed or under construction. This is broadly similar to the
number of advanced projectsinthe October 2007 list. The number of
advanced projectsinthe April2008list includes 14 projects thatare either
newly committed or entered the listat anadvanced stage during the past six
months. Total capital expenditure of the 97 advanced projects at the end of
April2008 comes to $70.5 billion,an increase of 21 per cent from October
2007and 62 per centyearonyear.

However, it should be noted projects which have reached the committed
stage may be deferred, modified or even cancelled if economic or competi-
tive circumstances change significantly. Thisis particularly relevantin the
current period of rapid project development in which the global mineral
resources sector is experiencing significant difficulties in securing sufficient
inputs including materials, equipment and skilled labour. In this capacity

3 Advanced projects, April 2008 - number and estimated capital cost by state

New South Wales
Victoria
Queensland
Western Australia
South Australia
Tasmania
Northern Territory

Australia

47

cost ($m) Wno,

mining mineral

cost ($m) no.  cost($m) no. cost($m)

2123 5 1046 2 504 14 3673
1850 2 329 ¢} ¢} 7 2179
5790 5 365 4 2840 25 8935
27893 21 22286 3 2670 36 52849
87 2 1150 o o 3 1237

o 2 155 o) o 2 155
1040 4 340 ¢} o 9 1380
38783 41 25671 9 6014 97 70486
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constrained environment, the effect on project development is manifested
in delays to scheduled completion dates for projectsandincreasesin
project capital costs.

Forexample,Dyno Nobel’s Moranbah ammonium nitrate plantin the Bowen
Basininnorth Queensland was removed from the April 2008 advanced
projectslist. Dyno Nobel cited substantial delays and difficulty in reliably
forecasting project costs as the main reasons for suspending the develop-
mentindefinitely.

Inline with previous ABARE project listings, current investment intentions in
the Australian minerals sector,as reflected in the large numberand record
value of mineralsand energy projects committed to, or under construction,
continue to bode wellforthe sector’s growth over the next few years.

The 97advanced projects asat April 2008 indicate continued expansion
across most mineraland energy commodities and will supportincreased
Australian production over the medium term.

map1 Advanced mineralsand energy projects April 2008 Capital expenditure
° $o-100m N
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Energy projects

Asat April2008,energy project developmentsaccounted for 47 of the 97
advanced projects on ABARE’s list and around 55 per cent (or $38.8 billion)
of committed capital expenditure. Estimated capital expenditure on energy
projects hasincreased by 23 per cent since October 2007, reflecting the
addition of 15 projects, worthacombined $10 billion, to the advanced list.

Interms of capital expenditure, Woodside’s Pluto LNG project, which hasan
announced capital cost of $12 billion, is the largest commitment to asingle
projectin Australia’s miningand energy industry.

This project will have an annual production capacity of 4.3 million tonnes of
LNGandis scheduledfor completioninlate 2010. The gas has been purchased
by Tokyo Gas and Kansai Electric in Japan under long term contracts.

Sixlarge petroleum developments,four operated by Woodside,account
forafurther $14 billion oraround 36 per cent of the total value of advanced
energy projects. The largest of these projectsis the $5.9 billion North West
Shelf North Rankin B projectin Western Australia. A fifth train is being built
atthe North West Shelf project in Western Australia. It will have a gross
annual capacity of 4.4 million tonnes of LNG and willincrease the project’s
totalannual production to16.3 million tonnes. The projectis expected to be
completed toward the end of 2008 at a capital cost of $2.6 billion.

The other four petroleum projectsare the $1.9 billion Pyrenees oil field,
located 5o kilometres north of Exmouthin Western Australia, scheduled
for completionin2010;the $1.4 billion Angel gasand condensate field in

the Carnarvon Basin, scheduled for completion in 2008; the $1.3 billion
Kipper gasand condensate field off the coast of Gippsland, scheduled for
completionin2011;and the $1billion Vincent oil field in the Carnarvon Basin,
scheduledfor completioninlate 2008.

Asattheendof April2008, there were sixnatural gas pipelines at an advanced
stage. Epic Energy has committed to constructingthe 180 kilometres QSN
Link which will connect the existing south-western Queensland network to
the Moombagas hubin northern South Australia. When the $140 million
pipelineis completed, gas will be able to be piped from Queensland into the
southernand eastern Australian gas markets.

Coalmineand coalinfrastructure projectsaccount for18 per cent (or
$6.8 billion) of the estimated capital cost of $38.8 billion for alladvanced
projects. The largest coal mine development in terms of capital costisthe
Rio Tinto $1.1 billion Kestrel project, north east of Emerald. This will add
around1.7 million tonnes of coking coal capacity from 2012.Rio Tinto is
also developing the Clermont opencut mine (capital cost $860 million) in
Queensland. The mine will produce 12.2 million tonnes of thermal coala
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year from2010andis expected to replace capacity from the existing Blair
Atholmine. Anglo Coaland Mitsui’s Lake Lindsay opencut mine (capital cost
of $690 million), near German Creek in central Queensland, is expected to
commence production in2008. Output will subsequently build up to a full
capacity of around 4 million tonnes ayear, mainly of hard cokingand PClI
coals.

Apartfromthose listed above, six otheradvanced coal mine developments
in Queenslandand New South Wales are expected to raise coal production
capacity byaround12.4 million tonnes a year in the next two to three years.
The combined capital cost of these six projects is $1.2 billion.

The large number of coal projects recently commissioned and scheduled
forcompletionin the short to medium termhas provided the impetus for
expanded coalinfrastructure (railand port) capacity. At the end of April
2008, there were four coal terminal expansionsand three rail expansions
either committed or under construction. The largest of these projects, in
terms of capital expenditure, isthe first stage of the Newcastle Coal Infra-
structure Group exportterminal at the port of Newcastle.

When completedin early 2010, this $1 billion terminal will have a coal loading
capacity of 30 million tonnesayear. Further upgrades to the terminal could
increase annual coal handling capacity to 66 million tonnes a year. Also at
the Port of Newcastle, Port Waratah Coal services is expanding and refur-
bishing the Kooragang Island Coal Terminal. The $456 million project will
resultinanincreased coal loading capacity of 11 million tonnes.

Intotal, coal infrastructure projects have an estimated capital cost of
$2.6 billion oraround 40 per cent of total committed capital expenditure
inthe coalindustry.

Metal mining projects

Atthe end of April 2008, there were 41advanced metals mining projects
collectivelyvalued ataround $25.7 billion. Around half of these projects are
located in Western Australiaand comprise almost 9o per cent ($22.3 billion) of
the estimated total capital expenditure. Nine metal mining projects, including
ironore (7),gold (1) and copper (1 project) account foralmost 85 per cent
($19.5billion) of committed metal mining capital expenditure in Australia.

Inthe sixmonths to April 2008, 10 projects with a combined expenditure of
$10.1billion were added to the advanced project list, of which five were iron
oreprojects. The largest of these is CITIC Pacific Mining’s Sino Iron project
in Cape Preston, Western Australia ($5.2 billion), which will have a produc-
tion capacity of 27 million tonnes of iron ore pellets and concentrates. This
projectis expectedtobe completedin20009.
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Rio Tinto hasapproved the Hammersley [ron Brockman 4 projectin
Western Australia ($1.7 billion), which is scheduled for completionin 2010.
Initial production capacity will be 22 million tonnes a year, with the potential
to build up to 36 million tonnes ayear. Rio Tinto hasalsoapproved the Mesa
Aproject ($1billion), which is expected to build up to an expected capacity
of 25 million tonnes ayear from 2010.

BHP Billitonand Rio Tinto are progressing three iron ore infrastructure
projects, witha collective capital expenditure of $1.3 billion. BHP Billiton’s
Western Australian Iron Ore infrastructure projectis expected to cost
$1.3billionandincrease rail capacity to 300 million tonnes a year from
2011.Rio Tinto’s East Intercourse Island project, also in Western Australia,
isunder construction. The wharf upgrade and ship loader replacement
are expected tobe completedin 2009 and to cost $75 million. In addition,
Rio Tinto and Robe River have committed to a 25 million tonne expan-
sion of their Cape Lambert port facilities ($1.1 billion). The expansion is
expectedtobe completedinlate 2008.

The significant growthin planned capital expenditure on iron ore projects
reflects significantincreasesiniron ore prices during the past five years and
the prospect of continued strong demand growth. Much of the projected
growthindemand for Australianiron ore exportsis expected to emanate
from Chinaasincreases inits domestic production fail to keep pace with the
increased demandassociated with higher steel output.

The largestadvanced gold projectis Newmont and AngloGold Ashanti’s
$2.6 billion redevelopment of the Boddington gold mine near Pinjarrain
Western Australia. The redevelopment of Boddingtonis scheduled to be
completedin early 2009, with anannual capacity of 850 ooo ounces of
goldand 3o 0ooo tonnes of copper. Six other gold projectslocated in New
South Wales, Victoriaand Western Australiaare either committed or under
construction withacombined capital cost of $1.1 billion.

Therearefourcopper projects currently under construction witha
combined capital expenditure of $1.5 billion. The largest of these are
Oxiana’s Prominent Hill projectin South Australiaand Rio Tinto’s expansion
of its Northparkes mine in central New South Wales.

Prominent Hillisa greenfield project located south east of Coober Pedy
andis due for completioninlate 2008. The $1.1 billion project will produce
90 000 tonnes of copper in concentrates, 115000 ounces of gold and
420 000 ounces of silverannually. In central New South Wales, Rio Tinto
isundertakinga $211 million upgrade of its Northparkes mine which is due
tobe completedin2009. The upgrade to Northparkes will not resultinan
increasein capacity, but will allow for production at the mine to continue
until2016.
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Inrelation to diamonds, Rio Tinto’s Argyle underground developmentin
Western Australiais under construction. The developmentis expected to
be completedin 2009 atacapital cost of $1.7 billion.

Mineral processing projects

Attheend of April2008,there were nine advanced mineral processing
projects,compared with six projects listed in October 2007. The combined
capital expenditure on these projectsis $6 billion,a 67 per centincrease
fromthe figure quotedinthe October2007list. Theincreasein capital
expenditure largely reflects the recentapproval of the Worsley Refinery
Efficiencyand Growth projectin Western Australia. The projectisajoint
venture between BHP Billiton (operator), Japan Aluminaand Sojitz Alumina
andhasanannounced capital cost of $2.5billion. The project is expected
toincrease annual production capacity by 1.1 milliontonnes andis due for
completionin2o11.

Interms of capital expenditure, the other large mineral processing project
is Rio Tinto’s Yarwun alumina refinery expansion in Gladstone, Queensland.
The projectis expected to have a capital cost of $2.1billionandadd 2.2
milliontonnesayear toits capacity from 2011.

Other major mineral processing projectsinclude Rio Tinto’s upgrade at the
Boyne Island aluminium smelter in Queenslandand the reline at Bluescope’s
PortKemblablastfurnacein New South Wales.

Atthe Boyne Island aluminium smelter, Rio Tinto plans to replace cranes
andrunway lines oneand two;and replace carbon bake furnace lines one
andtwo. These projects are expected to be completed progressively
during2010and2011atacombined capital cost of $710 million. The reline
atthe Port Kemblablast furnace is expected to cost $370 millionand be
completedin2009.

Figure d providesabreakdown of proposed capital expenditure on
advanced projects, by major commodity grouping. Figure e shows the esti-
mated capital cost onaregional basis.

Atthe end of April2008,both the number of advanced projects (figuref)
and the total value of advanced projects (figure g) were at historically high
levels, (in2008dollars). Onaverage, the value of advanced projects, in real
terms, at the end of April 2008 ($726 million) was wellabove the average
forallyearssince 1995 ($439 million) as shown in figure h. This reflects a
combination of higher input costsand the types and scale of projects being
developed.
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Less advanced projects

Projectsinthe lessadvanced category are either stillundergoing afeasibility
study (insome cases, prefeasibility study), or not subject to a definite deci-
sion ondevelopment following the completion of a feasibility study. Some
of these projects may not proceed for several years. Some may confront
changesin economic or competitive conditions, or may be targeting

the same emerging market opportunities, necessitating rescheduling.In
addition, securing finance for project development, even for high quality
projectswithahigh probability of success, is not guaranteed.

Also, with an exceptionally large number of minerals and energy projects
currently committed or under developmentin the next few years, competi-
tion for skilled labour and materials and the associated cost pressures are
unlikely to be relieved in the short to medium term. This makes it likely the
feasibility of many lessadvanced projects will need to be re-examined. This
may also imply, froma commercial perspective, some project developments
may be deferred beyond their scheduled startup dates.

Despite the uncertainty inherent to projectsat these earlier stages of
consideration, the significant number of large scale projects atless
advanced planning stages under active consideration for development is
expectedto provide afirm platform for future growth in Australian mineral
andenergy productioninthe mediumtermand beyond.

Ofthe 341 projectsin ABARE’s April 2008 projects list (which isarecord), 72
per cent (244 projects) remain uncommitted. Table 4 contains asummary
of the numbersand commodity distribution of the 244 uncommitted
projects, together with their potential capital expenditure. The potential
capital expenditure data should be used as an approximate guide only.
Capital expenditure datafor many early stage projects are either not
available or, if available, likely to change significantly if these do proceed to
development. In addition, changes in market conditions can oftenlead to
significant variationsin capital expenditure estimates.

However,most of the projects that will ultimately proceed to development
inthe medium termare included in ABARE’s current list of 244 less advanced
projects.

Amongthe more notable large scale projectsin ABARE’s April 2008 list still
undergoing feasibility studies are eight proposed LNG developments that,
collectively, couldadd around 58 million tonnes of annual LNG produc-
tion capacity in the medium to longer term (compared with the 15.2 million
tonnes producedin 2006-07).
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These projectsinclude the Browse, Gorgon, Icthysand Sunrise projects off the Average value of advanced
coast of Western Australiaand two coal seam methane based LNG projectsin projects
Queensland being proposed by Santos, Queensland Gas and BG Group. 2500

2000

The largest less advanced metal mining project is BHP Billiton’s proposed
Olympic Dam expansionin South Australia, currently undergoing prefea- I
sibility studies. This project aims to more than double the mine’s current

output of copper, uranium, gold and silver. Among the less advancediron 00, I III II I
ore projects, six have an estimated capital expenditure of $1 billion or I I
more. These are: Gindalbie Metals’Karrara magnetite project ($1.6 billion); I

Australasian Resources Balmoral South magnetite project ($2.5 billion);

Murchison Metals’ Jack Hills Stage 2 mine ($1.5 billion); Fortescue Metals’ 200708 II II III
Pilbaralron Ore Stage 2 project ($3.9 billion); Aquila Resources’ West Pilbara
mine ($4.5 billion) and Atlas Iron’s Ridley magnetite project ($1.6 billion)
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Projects new to ABARE’s list = energy

Thereare 58 projects (bothadvanced and lessadvanced) new to ABARE’s
list relative to October 2007.Since the end of April 2007,109 projects have
beenaddedto ABARE’s project list. The number of newly listed projectsin
thistimespanis unprecedentedandisanotherindication of the current high
level of investment interestinthe mineral resources sector. Figure i provides
asummary of the 58 newly listed projects in the sixmonths ended April
2008 by commodity category. Of these 14 are either committed or already
under construction.

Amongthe more notable lessadvanced projects newtothelistare two
LNG projects to be based in Gladstone, Queensland. Queensland Gas
Companyand BG Group are proposing to builda3-4 milliontonne LNG
plantand38o kilometres pipeline to coal seam methane fields at a cost of
$8 billion. Sojitzand Sunshine Gas are proposing to build a 0.5 million tonne
LNG plantin Gladstone ata cost of $500 million which willalso be based on &
coal seam methane. In the past 12 months a total of four coal seam methane m no.of projects
based LNG projects have beenadded to ABARE’s list that could have an
annual capacity of 10 million tonnes.

1 Projectsadded tolist six
I months to April2008

Also new to thelistare nineiron ore productionandinfrastructure projects. 8

The most notable of these, in terms of capital expenditure,is Aquila S B B B B
4
2

Resources’ proposed US$3.9 billion (A$4.5 billion) West Pilbara project

in Western Australia. The projectincludes mine and processing facilities
withthe capacity to produce 25 million tones of hematite ore; associated
rail, rollingstockand portinfrastructure;andallowances for engineering,
procurement and construction managementand contingencies.

The project, for which a prefeasibility study has just been completed, is
scheduledto commence operationin 2012.
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4 Number of less advanced projects, April 2008
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GDP, imports

Contributionto GDP  in 2006-07dollars
Australia
1996-97 2006-07
I services 72% [ services 74%
B manufacturing 12% W manufacturing 10%
= mining 8% = mining 7%
W buildingand construction 5% W buildingand construction 7%
| agriculture, forestryandfishing 3% M agriculture,forestryandfishing 2%
Share of Australianimports in2006-07dollars
1996-97 2006-07
Total $102.5b B United States 22% $1808b B United States 14%
B Japan 13% B Japan 10%
China 5% China 15%
B Germany 6% B Germany 5%
®  UnitedKingdom 7% W UnitedKingdom 4%
1 Singapore 3% 1 Singapore 6%
m NewZealand 5% m NewZealand 3%
m other 39% = other 43%
Agriculture $4.9b i - $8.6b . o
| ASEAN 16% B ASEAN 14%
B otherAsia 6% B otherAsia 4%
EuropeanUnion2s  24% EuropeanUnion2s 31%
m NewZealand 15% B New Zealand 17%
m United States 14% B UnitedStates 1%
m other 22% m other 17%
Mineralsandenergy $o.6b $31.8b
B Indonesia 14% m Indonesia 7%
Malaysia 1% Malaysia 7%
B Singapore 6% m Singapore 20%
[ VietNam 4% = VietNam 1%
other Asia 8% other Asia 19%
B Middle East 24% m Middle East 8%
m New Zealand 9% m NewZealand 2%
= other 34% m other 26%
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Markets for Australian exports in2006-07dollars

1996-97 2006-07
Total $1008b B Japan 19% $168.2 B Japan 19%
China 5% China 14%
. B Republicof Korea 9% B Republicof Korea 8%
United States 7% United States 6%
B NewZealand 8% B New Zealand 6%
India 2% India 6%
B EuropeanUnion2s 1% B EuropeanUnion2s 1%
other 39% other 30%
Agriculture $28.9b i - $277b i o
B Japan 16% W Japan 17%
B ASEAN 17% W ASEAN 15%
; other Asia 15% other Asia 15%

B EuropeanUnion25 10% B EuropeanUnion2s 9%

Middle East 10% Middle East 6%
B United States 5% B United States 1%
other 20% other 16%
Energy $166b $39.4b
B Japan 42% m Japan 39%
Republicof Korea  10% Republic of Korea 12%
B Chinese Taipei 7% m Chinese Taipei 5%
India 5% India 6%
B otherAsia 9% m otherAsia 14%
EuropeanUnion2s 8% EuropeanUnion 25 9%
other 19% other 15%
Minerals $29'5b China 5% $68'5b China 20%
B Thailand 3% m Thailand 4%
India 1% India 10%
B Japan 16% B m Japan 16%
B Republicof Korea  19% B Republic of Korea 8%
V other Asia 23% other Asia 13%
W EuropeanUnion2s 7% m EuropeanUnion 25 12%
other 26% other 17%
Manufacturing $24.2b $28.2b _
B China 3% m China 16%
Japan 6% Japan 1%
B Republic of Korea 2% W Republic of Korea 3%
New Zealand 25% New Zealand 22%
B EuropeanUnion2s  18% m EuropeanUnion2s  22%
United States 18% United States 19%
other 28% other 17%
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Principal markets for Australian agricultural exports
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Principal markets for Australian mineral and energy exports
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Prices

'I Indexes of prices received by farmers
Australia
2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f
Cropssector
Grains
Winter crops
barley 159.9 1059 100.1 957 152.3 1754 1526
canola 1009 104.4 84.5 88.8 101.1 1203 1083
lupins 1490 1204 105.2 1050 135.1 1514 1438
oats 160.3 1011 98.1 1104 1739 154.9 148.6
wheat 1344 109.1 99.6 104.3 1199 190.7 168.2
Summer crops
sorghum 1209 938 794 87.7 148.7 1383 1364
Total grains a 1340 105.2 95.7 98.9 1271 169.2 1509
Cotton 100.1 88.2 87.0 85.0 86.2 932 101.5
Sugar 832 76.3 84.1 923 1117 86.4 773
Hay 155.0 1250 1280 1478 1774 2129 2554
Fruit 108.9 1239 1143 187.7 2252 270.3 3243
Vegetables 1238 124.6 1222 1412 1694 2033 2440
Total cropssector 1187 106.3 99.3 1109 1322 156.2 1556
Livestock sector
Livestockforslaughter
cattle 1450 1604 1772 1812 1743 175.1 187.4
lambs b 1767 190.1 1843 177.7 165.6 166.5 1782
sheep 1854 230.3 195.4 2029 156.2 186.4 204.3
live sheep for export 1793 1780 164.1 176.1 179.1 1776 180.4
pigs 109.7 1094 1178 1156 124.8 1141 1222
poultry 98.5 97.7 919 83.9 85.0 922 92.8
total 139.1 1492 1574 157.6 1527 154.0 1634
Livestock products
wool 1532 116.5 107.4 104.3 121.5 156.6 1586
milk 90.7 934 105.7 1110 1111 150.8 1815
eggs 92.4 89.2 85.4 912 1004 1104 1214
total 1140 101.6 104.6 1069 1140 1493 168.1
Storeand breedingstock 1258 144.0 1595 157.6 157.8 156.0 161.4
Totallivestock sector 128.1 1293 1354 1364 136.0 1494 162.0
Total prices received 1226 1165 1152 1222 1323 1502 156.0

aTotalforthe groupincludes commodities not separately listed. b Lamb saleyard indicator weight 18-20kg to 2002-03,from 2003-04 18-22kg. s ABARE

estimate.f ABARE forecast.

Note:1ABARE revised the method for calculating these indexes in October 1999. The indexes for commodity groups are calculated on achained weight

basis using Fisher’sideal indexwithareference year of 1997-98 =100. Indexes for most individual commodities are based on annual gross unit value of

production. 2 Prices used in these calculations exclude GST.

Source: ABARE.
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2 Indexes of prices paid by farmers, and terms of trade

Australia

Prices

Farmers’terms of trade a

Materials and services

Seed,fodderand livestock
fodderand feedstuffs
seed,seedlingsand plants
storeand breeding stock
total

Chemicals
Electricity
Fertiliser
Fuelandlubricants

Total
Labor
Marketing

Overheads
Insurance
Interest paid
Ratesand taxes
Other overheads

Total
Capital items
Total prices paid

Excluding capital items

Excluding capitaland overheads

Excludingseed,fodderand
storeandbreeding stock

2002-03

101.0

167.5
1183
1258
150.3

108.0
100.5
106.9
1270

126.0
1179
1159

1245
110.7
1191
1154

115.2
1183
1215

121.8
1233

115.6

2003-04

94.8

1483
104.9
1440
1420

1100
100.0
102.8
144.3

1253
1216
1187

1288
1181
1219
118.1

1206
1213
1230

1231
1237

119.2

2004-05

912

1404

953
1595
140.3

111.9
1013
108.8
167.2

1287
1257
1215

1319
1209
1248
1210

1235
1244
1263

1265
1272

123.6

2005-06

933

140.4

90.5
157.6
1393

114.6
1035
111.6
208.7

1338
129.7
1254

1351
126.7
1288
1248

1284
1284
131.0

1313
1319

129.4

2006-07

957

166.0
104.3
157.8
1565

1247
1055
1214
207.6

1435
1335
1291

1394
1363
1326
1285

1356
1323
1383

1389
139.7

1346

2007-08 s

947

2013
1237
156.0
180.3

149.7
108.6
2204
296.5

1770
1388
134.2

1435
1541
1379
1336

1483
1374
158.7

161.3
164.8

1543

2008-09 f

913

190.8
1191
161.4
1749

1721
1113
2976
3855

197.4
143.7
1389

149.2
159.5
1427
1383

1535
1422
1709

174.5
180.3

170.2

aRatio of indexof prices received by farmers and index of prices paid by farmers.s ABARE estimate. f ABARE forecast.
Note:1ABARE revised the method for calculating these indexesin October 1999. The indexes for commodity groups are calculated on a chained weight
basis using Fisher’sidealindexwitha reference year of 1997-98 =100.2 Prices used in these calculations exclude GST.

Sources: Australian Bureau of Statistics; ABARE.

Australian commaodities « vol15no2 « June quarter2008 443



Costs and returns

3 Farm costs and returns

Australia

Costs

Materials and services
chemicals
fertiliser
fuelandlubricants
marketing
repairs and maintenance
seedandfodder
other
total

Labor
Overheads

interest paid

rentandthird party insurance
Total
Totalcash costs
Depreciationa
Totalfarmcosts
Returns
Gross value of farm production
Gross farm cashincome b
Net returns and production
Net value of farm production ¢

unit

Real net value of farm production d

Net farm cashincome e
Real net farm cashincome d

$m
$m
$m
$m
$m
$m
$m
$m

$m

$m
$m
$m
$m
$m
$m

$m
$m

$m
$m
$m
$m

2003-04

1649
1827
1702
3567
2453
4317
3378
18893

3420

2238
422
6080
24973
4017

28991

37370
37992

8379
9398
13019
14600

2004-05

1691
1851
1765
3433
2493
4267
3473
18974

3410

2306
432
6148
25122
4122

29243

36537
37732

7294
7985
12610
13805

2005-06

1749
1747
2203
3610
2602
3814
3685

19411

3778

3249
446
7473
26884
4255

31139

38527
38077

7388
7837
11193
11874

2006-07 2

1545
1659
2191
2586
2466
4956
3537
18939

3654

3848
447
7950
26889
4383

31271

35564
35114

4293
4425
8226
8479

007-08 s

1872
3233
3130
2858
2581
5998
3711
23383

3801

4308
465
8574
31957
4553

36510

40885
40435

4375
4375
8478
8478

2008-09 f

2175
4332
4069
3675
2651
4668
3835
25406

3934

4437
481
8852
34258
4711

38970

45739
45289

6769
6588
11030
10735

aBased onestimated movementsin capital expenditureand prices of capital inputs.b Gross value of farm production less increase in farmers’assets
held by marketing organisations. c Gross value of farm production less total farm costs. d In 2006-07 Australian dollars. e Gross farm cash income less
total cash costs. s ABARE estimate. f ABARE forecast.
Note: Prices usedinthese calculations exclude GST.
Sources:Australian Bureau of Statistics; ABARE.

Unit export returns

Australia

Annualindexes a

Farm
Energy minerals
Metals and other minerals

Total mineral resources
Total commodities

2002-03

2004-05

200

6-07 2007-08 s

Quarterlyindexes b

Farm

Energy minerals
Metalsand other minerals
Total mineral resources

2003-04 2005-06 2008-09 f
1155 106.5 105.7 105.1 1104 1204 1202
135.1 120.2 166.0 2249 205.1 2512 4248
106.2 105.5 126.1 1635 2022 200.6 2289
1175 1113 141.7 1874 204.1 2204 3024
117.2 110.1 1303 1609 1739 187.9 2458
2006-07 2007-08 2008-09
June Sep. Dec. Mar. June p Sep. s Dec. f Mar. f June f
1104 1116 1202 1223 1229 1193 119.8 1189 1183
204.6 2130 221.1 2346 3969 4463 457.0 466.4 4326
2218 209.6 204.5 208.0 246.8 2429 246.1 251.1 2514
216.1 2117 2118 2192 3055 3205 3265 3332 3207
1783 1759 1780 183.7 2422 2519 2559 260.3 2516

Totalcommodities

alnAustralian dollars. Base:1989-90 =100.b In Australian dollars. Base: 1994-95=100. p Preliminary.s ABARE estimate. f ABARE forecast.

Source: ABARE.
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Exports

5 Contribution to exports by sector, balance of payments basis

Australia

Proportion of exports

Proportion of
of goodsandservices

merchandise exports

2006-0 ,
/ other merchandise
rurala 15%
18% mineral
resources 63% ) .
services mineral
other 21% resources 50%
merchandise
19%
14%
2005-06 .
5 Other merchandise
) 17%
mineral 7
resources 59%
h services mineral
ot er 21% resources 46%
merchandise
21%
rurala
16%
2004-05 .
rurala other merchandise
24% 17%
mineral
resources 54% )
) mineral
other ser\gcs/s resources 41%
merchandise 470
22%
rurala
18%
2003-04
rurala other merchandise
26% mineral .
resources 49% mineral
- resources 36
services 36%
26%
other
merchandise
25% rurala
20%
2002-03 _
rurala other merchandise
; 19%
mineral 9% ineral
resources 49%
4 resources 37%
services
other 24%
merchandise
25% rurala
20%

alncludes farm, forestand fisheries products. Source: Australian Bureau of Statistics; ABARE.
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Exports

Annual exports summary, balance of payments basis

Australia

At current prices

Rural

Cereal grainsand products

Sugarand honey

Meat and meat preparations

Woolandsheepskins

Otherrurala

Total

Mineral resources

Coal,coke and briquettes

Other mineralfuels

Metalliferous oresand
otherminerals bs

Gold

Other metals cs

Totals

Total commodities sector s

Other merchandise s

Total merchandise s

Services

Total goods and services

Chain volume measuresd

Rural

Cereal grainsand products

Sugarand honey

Meat and meat preparations

Wooland sheepskins

Otherrurala

Total

Mineral resources

Coal,coke and briquettes

Other mineralfuels

Metalliferous oresand
otherminerals bs

Gold

Other metals cs

Total s

Total commodities sector s

Other merchandise s

Total merchandise s

Services

Total goods and services

2003-04
$m

5093

1123
5758
2778
14128
28880

11002
8777

15439

7031
10999
53248

82128
27345
109473
37746
147219

4748
1701
6178
2354
14534

29515

23125
13635

26065
9282
15780
87887
117402
29164
146566
40241

186357

2004-05
$m

5159

1292
6937
2838
14128
30354

17236
11151

20537

6472
12269
67665

98019
29848
127867
39695

167562

5133
1786
6872
2679
14479

30949

24482
13793

28454

8346
14789
89864

120812
30139

150951
41076
192045

2005-06
$m

4852

1763
6709
2544
14607
30475

24353
13220

29772

9087
14355
90786

121262
33163
154425
41849

196274

4851
1763
6710
2545
14607

30476

24353
13220

29772

9087
14355
90786

121263
33162

154425
41849
196275

2006-07
$m

4171

1673
7078
3065
14460
30447

21928
15642

36040
10739
22246
106595

137042
32493
169535
46066

215601

3685
1671
7297
2682
14334

29669

25762
15933

30116
11542
14624
97976
127 645
31400

159045
44505
203552

2007-08 s
$m

4494

1146
6557
3000
14480
29677

26887
19753

41409
12222
18759
119031

148708
NA
NA
NA

NA

2731
1573
7139
2248
13836

27527

26560
15981

34751
10757
14577
102627

130154
NA

NA
NA

NA

2008-09 f
$m

7474

1198
6365
2680
15261
32979

55281
30383

57963
12988
19142
175757

208736
NA
NA
NA

NA

4676
1648
6785
2276
15284

30669

28767
17428

40974
11394
16163
114726

145394
NA

NA
NA

NA

alncludes other farm, forest and fisheries products. Includes exports of wine and of paperand paperboard, whichare not included in this balance of
paymentsitem by the ABS.b Includes diamonds, whichare notincluded in this balance of payments item by the ABS. c Includes ABARE estimates for

steeland nickel which were confidentialised by the ABS.d Foradescription of chain volume measures, see ABS, /ntroduction of chain volume

measures, inthe Australian National Accounts, cat. no.5248.0, Canberra. Reference year is 2005-06.s ABARE estimate. f ABARE forecast. naNot

available.

Sources: ABS, Balance of Payments, Australia, cat.no.5302.0, Canberra; ABARE.
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7 Quarterly exports summary, balance of payments basis

Australia

Exports

At current prices

Rural

Cerealgrainsand products

Sugarand honey

Meat and meat preparations

Wooland sheepskins

Otherrurala

Total

Mineral resources

Coal,coke and briquettes

Other mineralfuels

Metalliferous oresand
otherminerals bs

Gold

Other metals cs

Totals

Total commodities sector s

Other merchandise s

Total merchandise s

Services

Total goods and services

Chain volume measures d

Rural

Cereal grainsand products

Sugarand honey

Meat and meat preparations

Wooland sheepskins

Otherrurala

Total

Mineral resources

Coal,cokeandbriquettes

Other mineralfuels

Metalliferous oresand
otherminerals bs

Gold

Other metals cs

Total s

Total commodities sector s

Other merchandise s

Total merchandise s

Services

Total goods and services

2006-07

2007-08

2008-09

June Sep. Dec. Mar. June p  Sep.s Dec.f Mar. f Junef
$m $m $m $m $m $m $m $m $m
794 900 736 1512 1346 1154 1988 2267 2065
315 391 332 186 237 431 335 192 240
1620 1601 1771 1386 1799 1567 1690 1473 1636
863 565 859 717 859 611 749 652 668
3607 3645 3680 3457 3698 3900 3844 3593 3924
7199 7102 7378 7257 7939 7663 8607 8176 8533
5195 5105 5110 5058 11614 13044 14114 14894 13228
3722 4060 4654 4689 6350 7439 7587 7476 7881
9159 9558 9782 9519 12551 13469 14042 14308 16144
3088 2942 2927 3365 2988 3020 3147 3373 3448
6132 4983 4593 4406 4778 3986 4798 5062 5297
27296 26648 27065 27037 38281 40958 43688 45113 45998
34495 33750 34444 34294 46220 48621 52295 53289 54531
8299 9304 9201 8250 NA NA NA NA NA
42794 43054 43645 42544 NA NA NA NA NA
11455 12189 12571 12498 NA NA NA NA NA
54249 55243 56216 55042 NA NA NA NA NA
632 693 474 824 740 727 1226 1423 1300
382 532 467 251 322 598 469 258 323
1765 1751 1950 1473 1965 1653 1794 1563 1775
710 444 647 558 599 537 642 536 562
3608 3536 3405 3103 3793 3700 3879 3705 3999
7097 6956 6943 6209 7419 7215 8010 7485 7958
6640 6623 6796 6204 6937 7021 7179 7277 7290
3859 4044 4064 3910 3963 4135 4352 4351 4590
7574 8301 8774 8153 9523 9862 10074 9906 11133
3324 3045 2523 2532 2658 2722 2797 2912 2962
3661 3616 3539 3556 3866 3405 4074 4256 4428
25058 25629 25695 24355 26948 27145 28477 28702 30402
32155 32585 32639 30564 34367 34360 36487 36187 38360
8133 9198 9271 8289 NA NA NA NA NA
40288 41783 41910 38853 NA NA NA NA NA
10957 11497 11770 11649 NA NA NA NA NA
51246 53280 53680 50501 NA NA NA NA NA

alncludes other farm, forest and fisheries products. Includes exports of wine and of paperand paperboard, whichare not included in this balance of
paymentsitem by the ABS.b Includes diamonds, which are notincluded in this balance of payments item by the ABS. c Includes ABARE estimates for
steeland nickel which were confidentialised by the ABS.d Foradescription of chain volume measures, see ABS, /ntroduction of chain volume
measures,inthe Australian National Accounts, cat. no.5248.0, Canberra. Reference year is 2005-06. p Preliminary.s ABARE estimate. f ABARE forecast.

naNotavailable.

Sources: ABS, Balance of Payments, Australia, cat.no.5302.0, Canberra; ABARE.
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Sectors

8 Industry gross value addeda

Australia

Agriculture, forestry and fishing
agriculture
forestryandfishing
total

Mining
mining (excludes services to mining)
servicestomining
total

Manufacturing
food, beverage and tobacco
textile, clothing, footwearand leather
wood and paper products
printing, publishingand recorded media
petroleum, coal,chemical, etc.
non-metallic mineral products
metal products
machineryand equipment
other manufacturing

total
Buildingand construction

Electricity, gas and water supply
Taxes less subsidies on products

Statistical discrepancy

Gross domestic product

unit

$m
$m

$m

$m
$m
$m

$m
$m
$m
$m
$m
$m
$m
$m
$m
$m
$m
$m
$m
$m

$m

2002-03

17856
2141

19995

59122
4440

63540

19055
4252
6844

10371

15397
4175

18256

17829
4365

99999
51654

21477
73393

0
878306

2003-04

23322
2313

25636

57319
4179

61413

19023
3927
6817

10685

14717
4317

18290

18750
4655

100909
55074

21621
75883

0
913666

2004-05

24344
2348

26692

59689
4521

64223

19194
3195
6869

10418

14717
4529

17770

18851
4284

99688
57698

21793
77902

-1
939691

2005-06

25078
2379

27457

60401
4527

64928

19055
2979
6601

10221

14117
5048

17591

19692
3869

99172
62474

22082
79496

0
967454

2006-07

20177
2341

22517

64911
4979

69891

19228
2932
6443

10463

13935
5156

19437

19644
3867

101104
67578

21820
81344

-1590
999827

aChainvolume measures, reference year is 2005-06.

Source: ABS, National Income, Expendiiture and Product, cat.no.5206.0,Canberra.
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Volume of production indexes

Production, employment

Australia
2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f

Farm
Grains and oilseeds 138.6 1132 133.1 585 777 1238
Total crops 1169 1115 1122 723 80.5 98.0
Livestock slaughterings 104.4 109.3 1085 1155 114.2 113
Total livestock 99.6 103.1 102.2 104.6 101.9 1003
Totalfarmsector 108.8 108.0 107.8 883 916 100.8
Forestry a
Broadleaved 1174 1262 121.8 1236 134.7 144.0
Coniferous 1324 1289 130.5 1320 1330 1343
Total forestry 1251 1276 1262 1279 1337 13838
Mine b
Energy minerals 1110 1134 1115 1184 112.8 1211
Metals and other minerals 1155 1235 1241 1243 126.5 1455

aVolume of roundwood equivalent removed from forests.b Uraniumis included with energy.s ABARE estimate. f ABARE forecast.
Note: ABARE revised the methodfor calculating productionindexes in October 1999. The indexes for the different groups of commodities are calculated

onachainedweight basis using Fishers’ideal index with areference year of 1997-98 = 100.
Sources: Australian Bureau of Statistics; ABARE.

1 Employmenta

Australia

Agriculture, forestry and fishing
agriculture
forestryandlogging
commercialfishing
total (including services)
Mining
coal
oiland gas extraction
metal ore
other mining (including services)
total
Manufacturing
food, beveragesandtobacco
textiles, clothing, footwear and leather
woodand paper product
printing, publishingand recorded media
petroleum,coaland chemical product
non-metallic mineral product
metal product
other manufacturing
total
Otherindustries
Total

2001-02
000

385
13
18

443

20

34
23
81

182
74
70

105

107
43

155

324

1077
7532
9133

2002-03

000

323
10
17

375

21

4
35
26
86

183
73
74
115
112

47
164
323

1091

7769

9321

2003-04
000

319
12
16

373

21

6
38
27

92

171
65
78
110
100

44
157
309

1033

7933

9431

2004-05
000

310
12
14

364

23

35
29
93

196
55

71
109
91
36
139
294
991
8088
9536

2005-06
000

303
1
12

353

28
9
43
34
115

182
56

72
106
88

38
163
297
1002
8387
9857

2006-07 p
000

308
1
10

355

27
10
46
37
120

192
50

72
110
89

35
164
292
1003
8644
10123

aAverage employment over four quarters. p Preliminary.
Source:ABS, The Labour Force Australia, cat.no.6291.0,Canberra.
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Business, banks

Australia

'I 'I Businessincome

Farm
Net value of farm production
Company profits in selected industries a
Mining
Manufacturing
food,beveragesandtobacco
textiles, clothingandfootwear
wood and paper products
printing, publishingand recorded media
petroleum, coaland chemical product
non-metallic mineral product
metal product
machineryand equipment
other manufacturing

total
Otherindustries (including services)

Total (including services)

2002-03
$m

5460
15092

3778

515
1739
2627
2789
1380
4595
2944

703

21070
40487
76649

2003-04

$m

8379

12133

5998

758
1704
2799
2567
1529
4344
3440

976

24115
47604
83852

2004-05
$m

7294
17599

5597

670
1527
3400
3741
1299
7451
3949
1000

28634
52691
98924

2005-06
$m

7388

35208

5053

549
1357
3334
4716
1343
6725
3843
1033

27953
50305
113466

2006-07
$m

4293

38487

NA
NA
NA
NA
NA
NA
NA
NA
NA

25856
62209
126552

aCompany profits before income tax. na Not available.

Sources:ABS, National Income and Expenditure and Product, cat.no.5206.0, Canberra; ABS, Company Profits, Australia, cat.no.5651.0, Canberra; ABS,

Business Indlicators, cat.no.5676.0,Canberra; ABS, Australian Industry, cat.no. 8155.0, Canberra; ABARE.

‘I All banks lending to business a

Australia
2005-06 2006-07 2007-08
Dec. Mar. June Sep. Dec. Mar. June Sep. Dec.
$b $b $b $b $b $b $b $b $b
Agriculture, fishing

andforestry 393 414 435 447 436 445 472 499 51.0
Mining 6.1 6.7 6.8 109 93 8.1 9.6 113 122
Manufacturing 35.1 364 37.1 37.6 384 394 411 430 425
Construction 20.8 21.6 213 229 235 239 24.8 26.5 274

Wholesale, retail trade,
transportandstorage 595 615 64.2 66.5 67.8 705 754 773 836
Financeandinsurance 54.9 557 62.5 72.6 775 82.8 924 1139 1267
Other 1910 2004 204.1 208.4 2235 2405 2489 2633 284.4
Total 406.7 4236 4395 4630 483.7 509.7 5393 5854 627.7

alncludesvariable andfixedinterest rate loans outstanding plus bank bills outstanding.
Source:Reserve Bank of Australia, Bank Lending to Business - Selected Statistics, Bulletin Statistical Table D8.
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Farm debt

‘I Rural indebtedness to financial institutions a
Australia
2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
$m $m $m $m $m $m
Rural debt
Allbanks a 26829 28957 34115 39261 43546 47188
Other governmentagencies b 71 739 750 825 897 1016
Pastoraland other
finance companies 2691 1628 3379 3112 2336 4592
Large financeinstitutional debt 30231 31324 38244 43198 46779 52796
Otherfarmdebt cs 1967 2017 2067 NA NA NA
Total rural debt 32198 33341 40311 NA NA NA
Deposits
Farm management deposits 2074 2480 2619 2792 2797 2782

aDerived fromallbanks lending toagriculture, fishing and forestry. b Includes the government agency business of state banks and advances made under
War Service Land Settlement. Prior to 1996 includes loans from the Queensland Industry Development Corporation. From 1996 these loans are includedin
bank lending. c Includes loans from life insurance companies, lease agreements and indebtedness to hire purchase companies, trade creditors, private

lenders and small financialinstitutions.s ABARE estimate. na Not available.

Sources:Department of Agriculture, Fisheries and Forestry; Reserve Bank of Australia, £stimated Rural Debt to Specified Lenders, Bulletin Statistical Table

Do; ABARE.
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Capital expenditure

‘I Capital expenditure of private enterprises
Australia
2002-03 2003-04 2004-05 2005-06 2006-07
$m $m $m $m $m
At current prices
Gross fixed capital formation a
Allsectors 194080 213140 230870 257319 282547
New capital expenditure
Mining b 8766 9282 10253 18608 22119
Manufacturing
food, beveragesandtobacco 2614 2274 2418 2472 2305
textiles, clothing, footwear and leather 230 200 268 187 163
woodand paper products 709 912 711 802 737
printing, publishingand recorded media 553 538 558 867 593
petroleum, coaland chemical product 1608 2090 2423 2473 1959
non-metallic mineral products 965 590 711 837 720
metal products 2158 2689 3390 4804 4590
machineryand equipment 2180 1877 1875 2503 1734
other manufacturing 367 257 328 483 461
total 11385 11423 12681 15428 13264
Totalsurveyedindustries 50815 51247 57554 72642 77552
Chain volume measures c
Gross fixed capital formation a
Allsectors 201287 217904 230872 251653 268657
New capital expenditure
Mining 9623 10116 10747 18609 21080
Manufacturing 10782 11505 12796 15427 13151
Otherselectedindustries 27172 29308 34065 38604 42320
Total surveyedindustries 47655 57053 57847 72641 76551

aEstimates taken from ABS national accounts, which include taxation based statistics. b Includes industries covered by Division B (for example, the

metallicand nonmetallic minerals, coal, oiland gas, construction materials and other nonmetallic mineralsindustries) as defined in the 1993 edition of

the Australian New Zealand Standard Industrial Classification (ANZSIC).c Reference yearis 2005-06.

Sources: Australian Bureau of Statistics; ABARE.
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Mineral exploration

‘I Private mineral exploration expenditure
Australia
2002-03 2003-04 2004-05 2005-06 2006-07 2007-08
$m $m $m $m $m $m
At current prices
Energy
Petroleum
onshore 1913 2305 270.1 35538 4982 4776
offshore 80338 7136 7746 906.1 17273 27538
total 995.1 9441 10447 12619 22255 32314
Coal 77.8 815 12638 166.4 1932 2617
Uranium 69 106 207 56.1 114.1 2848
Total 10798 1036.2 11922 1484.4 25328 37779
Metals and other minerals a
Gold 3784 397.1 3917 399.6 4559 6579
Ironore 445 637 1379 1613 2854 503.1
Base metals, silverand cobalt b 1424 1519 2613 356.7 5550 944.4
Mineral sands 273 238 27.6 292 373 421
Diamonds 299 259 237 226 269 245
Other 256 322 387 4838 4638 1129
Total metals and other minerals a 648.1 694.6 880.9 10182 14073 22850
Total expenditure 1727.9 17308 20731 25026 3940.1 60628

aUraniumisincluded with energy.b Base metalsinclude copper, lead, nickelandzinc.

Sources:Australian Bureau of Statistics; ABARE.

Australian commodities « vol15no 2 « June quarter 2008 453



World prices

‘I 6 Annual world indicator prices of selected commodities

2003-04

2006-07

unit 2004-05  2005-06 2007-08 s 2008-09 f

Crops
Wheat a US$/t 160 154 176 212 362 320
Comn b US$t 115 97 104 151 201 225
Rice ¢ US$/t 220 278 301 320 556 545
Soybeans d US$t 321 275 261 335 550 578
Cotton e USc/lb 68.3 524 56.0 58.1 719 779
Sugar g USc/lb 79 105 15.8 1.7 12.8 12.1
Livestock products
Beef h USc/kg 242 286 276 282 300 316
Wool i Aclkg 820 767 713 864 945 860
Butter j US$/t 1621 2208 1998 2023 4010 3750
Cheese j US$/t 2358 2856 2792 3004 5065 4875
Skim milk powder j US$/t 1862 2210 2175 3188 4175 3650
Energy
Crude ol

Dubai US$/bbl 29.35 40.72 58.30 60.66 90.45 11913

West Texas Intermediate US$/bbl 3376 48.77 64.22 63.30 96.98 126.66

brent US$/bbl 3142 46.23 62.44 63.48 95.50 12547

worldtrade weighted average k US$/bbl 29.33 4118 57.25 59.45 91.64 12061
Uranium (U,0g) | US$/lb 14.90 22.20 36.79 81.17 80.75 57.00
Minerals and metals m
Aluminium US$/t 1569 1807 2245 2692 2643 3000
Copper US$/t 2267 3151 5062 7087 7792 7431
Goldn US$/oz 389 422 527 639 823 865
Ironore (negotiated) o USc/dltu 30.83 36.57 62.72 74.63 81.73 NA
Lead US$t 700 964 1061 1694 2910 1878
Manganese (negotiated) q US$/mtu 212 245 398 3.00 2.70 11.20
Nickel US$/t 12264 14957 15488 37942 28717 25000
Silver r USc/oz 579 695 928 1274 1544 1500
Tin US$/t 6627 8491 7403 11455 17877 19188
Zinc US$t 962 1171 2118 3672 2610 1833

aUShardred winter wheat, fob Gulf.b US no.2yellow corn, delivered US Gulf. c Prices previously reported by the Thailand Board of Trade are no

longeravailable. From September 1998 the price quoted s the USDA sourced nominal quote for Thai white rice,100 per cent, Grade B, fob, Bangkok
(August-July basis).d US cif Rotterdam (October-September basis). e Cotlook’A’index. g Average of monthly averages of New York no.11spot price;
basis:fob Caribbean ports (October-September basis). h US cif price. i Australian Wool Exchange eastern market indicator. j Average of traded prices
(excluding subsidised sales). k World trade weighted average price compiled by the US Department of Energy. Official sales prices or estimated
contract terms for major internationally traded crude oils. | Average of weekly restricted spot prices over the period, published by Ux Consulting. m
Average LME spot price unless otherwise stated. n London gold fix, London Bullion Market Association. o Australian hematite fines to Japan (fob) for
Japanese fiscalyear commencing1April. q Japanese fiscal year commencing 1 April.r Londonssilver fix, London Bullion Market Association. Prior to
March 2001, Handy and Harman,commercial bar price used.s ABARE estimate. f ABARE forecast. na Not available.

Sources:Australian Bureau of Statistics; Australian Dairy Corporation; Meatand Livestock Australia; Australian Wool Exchange; Cotlook Ltd; Food
and Agriculture Organisation; General Agreement on Tariffs and Trade; International Energy Agency; International Wheat Council; ISTA Mielkeand
Co;London Bullion Market Association; The London Metal Exchange Ltd; New York Board of Trade; Reuters Ltd; Ux Consulting Company; Platts
Oilgram; US Department of Agriculture; US Department of Energy; World Bureau of Metal Statistics; ABARE.
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‘I 7 Quarterly world indicator prices of selected commodities

World prices

Crops

Wheat a

Cornb

Rice ¢

Soybeans d
Cotton e

Sugar g

Livestock products
Beef h

Wool i

Butterj

Cheese j

Skimmilk powder j

Energy
Crude oil
Dubai
West Texas
Intermediate
brent
worldtrade weighted
average k

Uranium (U,0g) |

Minerals and metals m
Aluminium

Copper
Goldn
Lead
Nickel
Silver o
Tin
Zinc

2006-07

unit

US$/t
US$/t
US$/t
US$/t
USc/lb
Usc/lb

USc/kg
Ac/kg
US$/t
US$/t
US$t

US$/bbl

US$/obl
US$/bbl

US$/bbl
Us$/lb

US$/t
US$/t
US$/oz
US$/t
US$/t
USc/oz
US$/t
US$/t

2007-08

2008-09

June Sep. Dec. Mar. June p Sep.s Dec.f Mar.f June f
215 294 358 428 367 309 331 321 321
160 153 172 221 256 222 218 231 230
327 334 351 487 898 609 516 560 571
338 396 485 562 568 588 550 580 582
57.8 67.5 69.0 730 740 787 764 79.5 772
109 11.8 12.1 145 12.7 12.2 12.1 12.0 120
279 284 280 301 335 324 315 312 314
965 916 973 1007 893 844 850 878 868
2458 3483 4467 4100 3990 3733 3608 3775 3883
3583 4658 5433 5150 5018 4908 4765 4827 5000
4575 4867 4708 3725 3400 3317 3458 3758 4067
6458 7033 8330 9179 11639 12816 12027 11471 11336
6479 7535 9057 9798 12403 13515 12900 12200 12050
6781 7506 8879 9665 12148 13531 12675 12064 11918
6462 7146 8464 9300 11747 12985 12180 11610 11470
12467 9833 8933 7400 61.33 58.00 55.00 55.00 60.00
2762 2547 2444 2729 23850 2900 2850 3000 3250
7637 7715 7239 7763 8450 7700 7400 7350 7275
668 680 789 928 894 880 864 860 855
2096 3084 3690 2837 2315 1850 1800 1770 1740
48055 30190 29219 28957 26500 26000 26500 24500 23000
1334 1270 1422 1768 1714 1620 1533 1450 1395
14703 14983 16342 17783 22400 20500 19500 18500 18250
3664 3229 2623 2429 2115 1900 1850 1800 1780

aUShard red winterwheat, fob Gulf.b USno. 2 yellow corn, delivered US Gulf. c Prices previously reported by the Thailand Board of Trade are no

longeravailable. From September 1998 the price quoted is the USDA sourced nominal quote for Thaiwhite rice, 100 per cent, Grade B, fob, Bangkok.d

UScif Rotterdam. e Cotlook’A’index. g Average of monthly averages of New York no.11spot price; basis: fob Caribbean ports. h US cif price. i Australian

Wool Exchange eastern market indicator. j Average of traded prices (excluding subsidised sales). k World trade weighted average price compiled by
the US Department of Energy. | Average of weekly restricted spot prices over the period, published by Ux Consulting. m Average LME spot price unless
otherwise stated. n London gold fix, London Bullion Market Association. o Londonsilver fix, London Bullion Market Association. Prior to March 2001,

Handyand Harman, commercial bar price used. p preliminary.s ABARE estimate. f ABARE forecast.
Sources: Australian Bureau of Statistics; Australian Dairy Corporation; Meat and Livestock Australia; Australian Wool Exchange; Cotlook Ltd; Food
and Agriculture Organisation; General Agreement on Tariffs and Trade; International Energy Agency; International Wheat Council; ISTA Mielkeand
Co;Reuters Ltd; London Bullion Market Association; The London Metal Exchange Ltd; New York Board of Trade; Ux Consulting Co,; Platts Oilgram; US
Department of Agriculture; US Department of Energy; World Bureau of Metal Statistics; ABARE.
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Unit values

'I 8 Gross unit values or prices of farm productsa

unit 2003-04 2004-05 2005-06
Cropsb
Grainsand oilseeds
Winter crops

barley $/t 169 159 149
canola $/t 403 326 334
field peas $/t 232 235 222
lupins $/c 236 206 195
oats $/t 138 134 147
triticale $/t 153 152 176
wheat $/t 216 197 203
Summer crops
maize $/t 223 194 195
rice $/t 325 297 274
sorghum B/ 159 134 143
soybeans c $/t 365 283 301
sunflowerseed ¢ b/t 349 341 428
Industrial crops
Cottonlint d ckg 225 166 180
Sugar cane (cutfor crushing) B/ 23 26 28
Wine grapes B/t 803 715 615
Livestock for slaughter
Beef e ckg 289 320 322
-yearling e ckg 324 359 366
-oxe ckg 309 331 332
-cowe ckg 260 289 288
Lamb eg ckg 381 360 347
Mutton e ckg 200 164 175
Pig e ckg 221 243 232
Poultry h ckg 527 525 498
Livestock products
Wooli c/kg 820 767 713
Milk j c/L 279 315 331

2006-07

238
352
274
266
233
295
233

375
338
268
353
706

180
32
643

292
329
318
255
326
136
255
490

864
332

2007-08 s

268
475
391
282
196
298
388

334
421
234
438
883

190
26
759

285
322
307

329
159
240
534

945
490

2008-09 f

243
427
352
268
189
283
340

326
515
228
419
839

200
23
774

294
332
315
265
345
175
250
540

860
540

aAverage gross unit value across all grades in principal markets, unless otherwise indicated. Includes the cost of containers,commissionand other
expensesincurredin getting the commaodities to their principal markets. These expenses are significant.b Average unit gross value relates to returns
received from crops harvestedin that year, regardless of when sales take place, unless otherwise indicated. c Price paid by crusher.d Australian base
priceforsalesinthe financial year indicated. e Average saleyard price (dressed weight).gLamb saleyard weight indicator18-22kg. h Retail price, fresh
whole chickens.iAustralian Wool Exchange eastern market indicator. j Weighted average farmgate price.s ABARE estimate. f ABARE forecast.

Note: Prices used in these calculation exclude GST.
Sources:Australian Bureau of Statistics; ABARE.
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1 9 World production, consumption, stocks and trade for selected commodities a

World

unit

2004-05

2006-07

2003-04 2005-06 2007-08 s 2008-09 f
Farm
Grains
Wheat
production Mt 556 628 620 593 604 650
consumption Mt 588 616 624 611 612 632
closingstocks Mt 128 140 136 120 112 131
exports b Mt 102 110 110 110 105 109
Coarse grains
production Mt 916 1016 977 989 1076 1068
consumption Mt 943 978 992 1011 1065 1080
closingstocks Mt 140 178 164 140 146 131
exports b Mt 104 101 107 17 125 119
Rice
productionc Mt 392 401 418 420 428 431
consumptionc Mt 410 407 412 417 423 426
closingstocksc Mt 82 73 76 76 78 82
exports bd Mt 27 28 30 31 28 27
Oilseeds and vegetable oils
Oilseeds
production Mt 336 382 391 403 388 419
consumption Mt 337 368 383 393 403 416
closingstocks Mt 45 57 65 73 57 58
exports Mt 67 74 76 83 87 91
Vegetable oils
production Mt 103 111 118 121 128 133
consumption Mt 100 108 115 121 126 132
closingstocks Mt 9 10 10 10 9 9
exports Mt 39 42 47 48 51 54
Vegetable protein meals
production Mt 190 207 216 225 233 239
consumption Mt 190 204 215 222 230 236
closingstocks Mt 7 8 8 7 7 7
exports Mt 59 60 65 68 73 74
Industrial crops
Cotton
production Mt 21 26 25 27 26 26
consumption Mt 21 23 25 26 27 27
closingstocks Mt 1M 13 14 14 13 13
exports Mt 7 8 10 8 8 9
Sugar
production Mt 142 142 152 163 169 165
consumption Mt 145 147 150 155 157 160
closingstocks Mt 52 57 58 67 79 85
exports Mt 45 48 48 46 50 50
Continued
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World

1 World production, consumption, stocks and trade for selected commodities a

continued

unit 2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f

Livestock products
Meat deg
production Mt 230 238 240 243 249 254
consumption Mt 228 237 239 242 247 252
closingstocks Mt 23 23 24 22 1.9 25
exports b Mt 188 207 208 216 226 234
Wool h
production kt 1220 1220 1229 1204 1160 1165
consumption di kt 1214 1225 1196 1210 1170 1170
closingstocks j kt 164 163 165 140 100 80
exports k kt 533 578 567 590 490 495
Butter dg
production kt 6604 6702 7024 7433 7582 7733
consumption kt 6183 6250 6638 7052 7214 7380
closingstocks kt 342 312 250 210 198 195
exports kt 899 787 765 799 815 831
Skimmilk powder gl
production d kt 3151 3143 3103 3178 3242 3306
consumption d kt 3140 3110 2902 2818 2874 2932
closing stocks d kt 563 365 291 277 285 292
exports kt 1159 1003 1003 1114 1102 1124
Energy d
Crudeoil
Production
world m mbd 83.0 84.5 85.1 85.6 86.8 88.1
OPECn mbd 328 342 344 354 37.1 387
Consumption m mbd 82.4 83.6 84.1 85.8 86.8 88.1
Closingstocks
OECD o days 520 510 530 510 NA NA
Coal d
Production
hardcoal q Mt 4525 4821 5249 5775 6150 6450
brown coal Mt 893 905 888 871 922 930
Exports
metallurgical coal Mt 206 211 219 229 236 253
thermal coal Mt 572 599 635 683 705 731
Uranium (U,0g)d
Production rs kt 46.4 492 46.9 486 535 61.0
Consumption kt 785 788 772 777 77.5 788
Metals d
Bauxite production kt 168032 176363 183129 191378 251363 268095
Alumina production kt 62576 66692 72790 79619 85208 90880
Aluminium
Production kt 29922 32021 33965 38082 41380 44312
Consumption kt 29961 31709 33995 37225 40982 44567
Closingstocks t kt 3033 3010 2764 3448 3847 3592
Exports kt 18091 17018 17736 20920 18274 20090

Continued
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World

1 World production, consumption, stocks and trade for selected commodities a

continued

unit 2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f
Ironandsteel d

Production
ironoreu Mt 1184 1316 1483 1631 1806 1952
pigiron Mt 724 801 881 949 1028 1092
crude steel Mt 1069 1146 1250 1344 1415 1492
Ironoretrade Mt 669 719 765 835 924 999
Gold d
Mine production t 2493 2547 2485 2475 2453 2559
Supply t 3863 4107 3981 3912 3908 3944
Fabrication consumption v t 3168 3287 2932 3072 2908 3077
Base metals d
Copper
productionw kt 15850 16610 17329 17972 18733 19987
consumption kt 16664 16632 17050 17864 18807 19837
closing stocks kt 518 547 703 812 738 888
Lead
productionw kt 6954 7636 7948 8127 8597 9021
consumption kt 7305 7814 8081 8137 8571 8951
closing stocks kt 294 287 279 270 296 366
Nickel
productionw kt 1252 1293 1352 1435 1478 1537
consumption kt 1246 1248 1392 1323 1399 1512
closing stocks kt 98 112 87 125 203 228
Tin
productionw kt 345 353 349 346 360 380
consumption kt 336 349 365 365 368 375
closing stocks kt 28 38 33 15 7 12
Zinc
productionw kt 10353 10229 10691 11302 11944 12541
consumption kt 10645 10629 11034 11301 11769 12299
closing stocks kt 1039 808 486 500 675 917
Mineral sands d
Production
iimenite x kt 10386 11028 11685 11913 12368 12987
titaniferous slag kt 2082 2274 2419 2345 2355 2355
rutile concentrate kt 378 414 522 649 740 1017
zircon concentrate kt 1148 1189 1275 1303 1314 1410

aSome figuresare not based on precise or complete analyses. b Includes intra-EU trade. ¢ Milled equivalent.d On a calendar year basis, e.g. 1991-92 =
1992.e Beefand veal, mutton, lamb, goat, pigand poultry meat. g Selected countries. h Clean equivalent.iVirgin wool at the spinning stage in 65
countries. j Held by marketing bodies and on-farmin five major exporting countries. k Five major exporting countries.| Nonfat dry milk. m Includes
crude oil, marine bunkers, refinery fuel, nonconventional oiland natural gas liquids. 1 million litres a year equals about 17.2 barrels a day. n Includes OPEC
natural gas liquids. o Industry stocks in OECD countries at the start of the financial year. q Includes anthracite and bituminous coal,and for the United
States, Australiaand New Zealand, sub-bituminous coal.r World production data has been revised to exclude reprocessed uranium.t LME and
producer stocks. u China’siron ore production adjusted to world average.v Includes jewellery consumption. w Primary refined metal.x Excludes some
small producersand large tonnages produced fromilmenite-magnetite ore in the Commonwealth of Independent States.s ABARE estimate. f ABARE
forecast.naNotavailable.

Sources: Australian Bureau of Statistics; Meat and Livestock Australia, Commodities Research Unit; Commonwealth Secretariat; Consolidated Gold
Fields; Department of Agriculture, Fisheries and Forestry Australia; Economic Commission for Europe; Fearnleys; Food and Agriculture Organisation;
Gold Fields Mineral Services; International Atomic Energy Agency; International Energy Agency; International Ironand Steel Institute; International
Lead-Zinc Study Group; International Nickel Study Group; International Sugar Organization; International Wheat Council; ISTA Mielkeand Co,;
Metallgesellschaft A.G; Ministry of Agriculture, Forestry and Fisheries (Japan); New Zealand Dairy Board; New Zealand Wool Board; UNCTAD Trust
Fund onlron Ore; United Nations; Uruguayan Association of Wool Exporters; US Department of Agriculture; World Bureau of Metal Statistics; ABARE.
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Australia

2 Commodity production

Australia
unit  2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f
Crops
Grainsand oilseeds
Winter crops
barley kt 10382 7740 9482 4257 5920 7942
canola kt 1703 1542 1419 573 1065 1665
chickpeas kt 178 116 123 232 313 396
field peas kt 487 289 585 140 268 423
lupins kt 1180 937 1285 470 331 521
oats kt 2018 1282 1688 748 843 1521
triticale kt 826 611 676 199 450 626
wheat kt 26132 21905 25150 10822 13039 23680
Summer crops
cottonseed s kt 494 912 844 388 178 605
maize kt 395 418 362 240 387 378
rice kt 553 339 1038 167 19 255
sorghum kt 2009 2011 1929 1283 2691 1940
soybeans kt 74 54 55 32 35 57
sunflower seed kt 58 62 98 18 74 48
otheroilseeds a kt 72 70 64 46 67 74
Total grainsand oilseeds kt 46560 38289 44798 19614 25680 40132
Industrial crops
Cottonlint kt 349 645 597 274 126 428
Sugar cane (cutfor crushing) kt 36993 37822 37128 36397 36752 36507
Sugar (tonnesactual) kt 4994 5196 5108 4722 4961 4965
Wine grapes kt 1917 1925 1902 1397 1668 1780
Livestock slaughterings
Number slaughtered
Cattleand calves ’000 8779 8853 8401 9081 8800 8700
Cattleexportedlive b 000 581 574 549 638 700 680
Sheep 000 10421 11443 11830 13271 11840 9000
Lambs ’000 16562 17331 18666 20158 20700 19800
Sheep exportedlive b '000 3843 3233 4248 4138 4200 3700
Pigs 000 5591 5342 5370 5322 5350 5250
Meat produced
Beefand veal ¢ kt 2033 2162 2077 2226 2160 2135
Lamb ¢ kt 341 354 382 413 433 410
Mutton ¢ kt 220 237 244 271 257 194
Pigmeat kt 406 389 389 382 385 378
Poultry meat ¢ kt 732 792 817 855 846 860
Total kt 3732 3934 3909 4147 4081 3976
Continued
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Australia

2 Commodity production continved

Australia

unit  2003-04 2004-05 2005-06  2006-07  2007-08 s 2008-09 f

Livestock products
Wool d kt 509 520 510 477 452 443
Milk e ML 10076 10127 10089 9583 9100 9250
Butter g kt 149 147 146 133 125 128
Cheese kt 384 388 373 364 340 346
Casein kt 14 13 12 8 10 10
Skim milk powder h kt 182 189 205 191 170 173
Whole milk powder kt 187 189 158 135 130 133
Buttermilk powder kt 17 17 16 14 13 16
Forestry
Logs ‘000 m? 26499 27000 26736 27083 28307 29398
Fisheries i
Tunaj kt 14.7 1.3 12.7 131 143 139
Otherfishk kt 165.6 1724 1494 144.4 1455 146.4
Prawns kt 276 237 235 206 233 210
Rocklobster kt 193 179 156 137 145 147
Abalone kt 58 6.0 55 55 56 57
Scallops kt 94 155 9.1 104 93 82
Oysters kt 12.7 11.8 12.1 143 119 133
Othermolluscs kt 110 103 8.6 9.2 93 9.0
Other crustaceans kt 87 79 72 69 73 7.1
Energy
Coal
black,salable Mt 286.0 305.0 3072 3229 318.0 3419
black, raw Mt 360.4 3934 3984 4137 401.7 4311
brown Mt 66.3 672 67.7 719 724 729
Petroleum
crude oiland condensate ML 30713 27311 24315 28555 25247 27618
petroleum products | ML 43486 44555 40679 43652 43906 44215
natural gas m Gm? 370 413 422 436 437 459
LPG (naturally occurring) ML 4639 4628 4722 4550 4276 4400
Uranium (U,0g) t 9569 10964 9974 9594 10344 10230
Metalliferous minerals and metals n
Aluminium
bauxite Mt 56.3 57.6 60.9 627 632 635
alumina kt 16690 17161 17826 18506 19382 20664
aluminium (ingot metal) kt 1877 1890 1912 1954 1962 1963
Copper
mine production o kt 811 895 936 859 874 1014
refined, primary kt 458 486 461 435 429 529
Gold
mine production o t 266.7 2651 2484 249.5 2309 2555

Continued
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Australia

;2 Commodity production continued

Australia

unit

Metalliferous minerals and metals (continued)

Ironand steel
oreand concentrate q
ironand steel
Lead
mine production o
refined r
bullion
Manganese
ore,metallurgical grade
metal content of ores
and concentrates
Nickel
mine production o
refined,class| s
refined,class!l u
totalore processed v
Silver
mine production o
refined
Tin
mine production o
refined
Titanium
ilmenite concentrate
leucoxene concentrate
rutile concentrate
syntheticrutile s
titanium dioxide pigment s
Zinc
mine production o
refined
Zircon concentrate

Other minerals
Diamonds
Salt

Mt
Mt

kt
kt
kt

kt

kt

kt
kt
kt
kt

t
t

kt
kt
kt
kt
kt

kt
kt
kt

000 Ct
kt

2003-04

2228
9.4

677
247
143

3094

1169

185
113

11
234

2056
619

1512
553

1911
53
152
696
196

1355
502
448

24310
10618

2004-05

2519
7.4

682
234
153

3563

1710

192
117

10
229

2303
722

2055
445

1993
68
173
751
204

1352
464
432

32471
12254

2005-06

2638
79

762
234
141

4088

1962

186
105

10
224

2218
655

1805
736

2185
87
184
711
208

1380
446
442

25354
11467

2006-07

287.7
8.0

642
191
114

5071
2434

192
104

15
236

1674
618

2061
321

2393
174
279
729
207

1375
496
561

24632
10687

2007-08 s

3242
82

658
197
149

5304

2546

195
105

14
243

1942
620

2060
0

2385
155
361
690
187

1567
505
610

18652
11243

2008-09 f

3779
8.4

768
200
150

5340

2563

256
91
31

304

2017
663

5250
30

2609
227
482
689
227

1694
499
670

21055
11360

alinseedandsafflowerseed. b Excludes animals exported for breeding purposes. ¢ In carcass weight and includes carcass equivalent of canned meats.d

Greasy equivalent of shorn wool (includes crutching), dead and fellmongered wooland wool exported onskins. e Includes the wholemilk equivalent of
farm creamintake. gIncludes the butter equivalent of butteroil, butter concentrate, ghee and dry butterfat. h Includes mixed skimand buttermilk
powder.iLiveweight.j Tuna captured underjoint venture or bilateral agreements or transhippedat seais included. k Includes an estimated value of

aquaculture but excludesinland commercial fisheries. | Includes production from petrochemical plants. m Includes ethane, methane and

noncommercial natural gas.n Uraniumis included with energy. o Primary production, metal content. q Excludes iron oxide not intended for metal

extraction.rIncludes lead content of lead alloys from primary sources. t Products with a nickel content of 99 per cent or more. Includes electrolytic

nickel, pellets, briquettes and powder. u Products with a nickel content of less than 99 per cent. Includes ferronickel, nickel oxides and oxide sinter.v
Includesimported ore for further processing. s ABARE estimate. f ABARE forecast.
Sources:Australian Bureau of Statistics; Australian Dairy Corporation; Consolidated Gold Fields; Coal Services Pty Limited; DRET; International Nickel

Study Group; Queensland Government, Department of Natural Resources and Mines; Raw Cotton Marketing Advisory Committee; ABARE.
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Value of production

2 Gross value of farm and fisheries production
Australia
2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f
$m $m $m $m $m $m
Crops
Grains and oilseeds
Winter crops
barley 1750 1233 1417 1013 1586 1934
canola 686 503 473 202 506 712
chickpeas 58 36 57 153 194 233
field peas 113 68 130 38 105 149
lupins 278 193 251 125 93 140
oats 279 172 249 174 165 288
triticale 126 93 119 59 134 177
wheat 5636 4317 5099 2522 5055 8058
Summer crops
maize 88 81 71 90 129 123
rice 180 101 284 56 8 131
sorghum 319 270 276 344 629 443
soybeans 27 15 17 1A 15 24
sunflower seed 20 21 42 13 65 41
otheroilseeds a 44 36 30 25 49 47
Totalgrainsand oilseeds 9837 7364 8824 5078 9019 12762
Industrial crops
Cottonlintand cottonseed b 689 1222 1105 514 257 914
Sugar cane (cutfor crushing) 854 980 1032 1183 955 855
Wine grapes 1539 1377 17 898 1266 1378
Totalindustrial crops 3082 3578 3307 2595 2478 3147
Horticulture
Tableanddried grapes 166 220 212 184 196 207
Fruitand nuts (excl grapes) 2184 2547 2627 3528 3261 3324
Vegetables 2380 2315 2833 2934 3144 3185
Other horticulture 1385 1372 1418 1350 1385 1619
Total horticulture 6115 6454 7090 7997 7986 8334
Othercropsnei ¢ 1803 1321 1510 1632 1726 1487
Total crops 20837 18717 20731 17301 21209 25731
Continued
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Value of production

2 Gross value of farm and fisheries production continved
Australia
2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f

$m $m $m $m $m $m
Livestock slaughterings
Cattleandcalves d 6341 7455 7327 7550 7100 7212
Cattle exportedlive e 318 374 358 437 452 448
Sheep g 454 418 444 380 415 345
Lambs gh 1318 1327 1378 1387 1450 1440
Sheep exportedlive 266 207 291 289 295 252
Pigs 879 906 890 944 895 915
Poultry 1281 1304 1223 1302 1400 1440
Totallivestock slaughterings k 10896 12033 11960 12339 12057 12103
Livestock products
Wool i 2397 2166 2054 2278 2680 2420
Milk j 2809 3194 3341 3178 4459 4995
Eggs 336 328 376 398 405 410
Honeyand beeswax 96 100 65 70 75 80
Totallivestock products 5637 5788 5836 5924 7619 7905
Totalfarm 37370 36537 38527 35564 40885 45739
Forestry products
Roundwood 1564 1650 1669 1687 1813 1923
Fisheries products |
Tunam 280 172 175 161 217 222
Otherfinfish n 567 559 598 688 715 736
Prawns 360 307 306 265 270 243
Rocklobster 401 415 459 441 436 469
Abalone 198 233 225 216 215 222
Scallops 25 47 26 28 29 28
Oysters 77 74 75 91 84 95
Pearls 122 122 122 124 123 124
Othermolluscs o 73 67 66 68 67 67
Other crustaceans 71 66 60 72 66 66
Totalfishg 2188 2086 2137 2182 2146 2194

alinseed,safflowerseedand peanuts. b Value deliveredto gin.c Mainly fodder crops. d Includes dairy cattle slaughtered. e Excludes animals

exported for breeding purposes. g Excludes skin values. h Lamb saleyard indicator weight 18-22kg. i Shorn, dead and fellmongered wool and wool
exported onskins.jMilkintake by factories and valued at farmgate. k Total livestock slaughterings includes livestock disposals. | Value to fishermen of
product landedin Australia.m Tuna captured under joint venture or bilateral agreements or transhippedat sea is included. n Includes an estimated

value of aquaculture. o Includes Northern Territory aquaculture production. q Also includes fish and aquaculture values not elsewhere included. s

ABARE estimate. f ABARE forecast.

Note: The gross value of production is the value placed on recorded production at the wholesale prices realised in the market place. The point of
measurement can vary between commodities. Generally the market place is the metropolitan market in each state and territory. However, where

commoditiesare consumed locally orwhere they become raw material forasecondary industry, these points are presumed to be the market place.

Note: Prices used inthese calculations exclude GST.
Sources:Australian Bureau of Statistics; ABARE.
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Areas, stock

2 Crop areas and livestock numbers
Australia

unit 2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f

Cropareas
Grainsand oilseeds
Winter crops

barley ’ooo ha 4477 4645 4406 4182 4405 4484
canola "oooha 1211 1377 971 1052 1061 1235
chickpeas ’ooo ha 152 113 105 244 306 298
field peas ’oooha 354 413 366 384 293 309
lupins "oooha 851 845 809 736 454 426
oats "oooha 1089 894 931 1003 897 985
triticale ’0oo ha 445 389 347 369 360 376
wheat ’oooha 13067 13399 12443 11798 12345 13971
Summer crops
maize ’ooo ha 70 72 76 49 68 71
rice ’ooo ha 66 51 102 20 2 30
sorghum ’ooo ha 734 755 766 613 800 763
soybeans ’oooha 33 26 24 14 15 25
sunflower seed ’ooo ha 46 46 79 17 48 38
otheroilseeds a ’oooha 51 55 54 43 49 43
Total grainsand oilseeds ’ooo ha 23201 23808 22197 21054 21509 23566
Industrial crops
Cotton ‘oooha 198 321 336 144 63 210
Sugar cane b ’oooha 448 434 398 409 397 395
Winegrapes ’oooha 146 153 158 163 165 168
Livestock numbers c
Cattle
beef million 2447 25.40 2561 25.37 25.50 25.59
dairy million 3.06 2.86 279 2.66 257 2.60
milkingherd d million 204 1.94 1.88 1.80 173 1.75
total million 2747 2826 2839 2804 2807 28.19
Sheep million 101.3 100.6 91.0 85.7 819 82.1
Pigs million 248 273 273 261 252 245

alinseed andsafflowerseed. b Cutfor crushing. c At 30 June.d Cowsin milkand dry.s ABARE estimate. f ABARE forecast.
Sources: Australian Bureau of Statistics; ABARE.
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Yields

2 Average farmyields

Australia
unit
Crops
Grainsand oilseeds
Winter crops
barley t/ha
canola t/ha
chickpeas t/ha
field peas t/ha
lupins t/ha
oats t/ha
triticale t/ha
wheat t/ha
Summer crops
maize t/ha
rice t/ha
sorghum t/ha
soybeans t/ha
sunflower seed t/ha
Industrial crops
Cotton (lint) t/ha
Sugar cane (forcrushing) t/ha
Winegrapes t/ha
Livestock
Wool a kg/sheep
Whole milk L/cow

2003-04

2.32
141
117
138
139
1.85
1.86
2.00

5.64
8.38
274
2.21
1.26

176
83
1313

457
4944

2004-05

1.67
112
1.02
0.70
111
1.43
157
1.63

581
6.60
266
207
135

201
87
12.58

457
5215

2005-06

215
146
117
1.60
159
1.81
195
202

479
1018
252
233
124

178
93
12.04

443
5369

2006-07

1.02
0.54
095
036
0.64
0.75
0.54
092

4.90
6335
209
235
1.06

191
89
8.57

4.21
5336

2007-08 s

1.34
1.00
1.02
091
0.73
094
125
1.06

5.69
9.50
3.37
2.36
153

2.01
93
10.11

435
5266

2008-09 f

177
1.35
133
137
122
1.54
1.67
1.70

5.30
8.50
254
228
1.26

204
92
10.59

440
5286

aShorn (includinglambs).s ABARE estimate. f ABARE forecast.

Sources:Australian Bureau of Statistics; ABARE.
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Export volumes

2 Volume of commodity exports

Australia

unit 2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f

Farm
Grainsand oilseeds
Winter crops

barleya kt 5308 6499 5315 3135 3754 4614
canola kt 1049 1019 884 238 591 805
chickpeas kt 164 151 211 244 241 336
lupins kt 646 419 469 174 133 257
oats (unprepared) kt 172 165 190 62 90 207
peas b kt 209 116 156 248 164 265
wheat ¢ kt 15074 15780 15168 11196 6750 14078
Summer crops
cottonseed kt 167 214 204 104 21 69
rice kt 234 271 258 492 82 66
sorghum kt 289 513 173 46 419 950
otheroilseeds d kt 20 28 18 13 11 19
Totalgrainsand oilseeds kt 23332 25175 23049 15950 12255 21667
Industrial crops
Raw cotton e kt 459 410 650 487 240 206
Sugar kt 4060 4153 3883 3714 3683 3707
Wine ML 581 661 736 798 717 753
Meat and live animals for slaughter
Beefandveal gh kt 860 948 892 974 930 900
Live cattle i 000 581 574 549 638 700 680
Llambg kt 112 123 143 150 166 158
Livesheep i '000 3843 3233 4248 4138 4200 3700
Mutton g kt 120 137 145 162 160 120
Pigmeat g kt 51 43 44 41 40 38
Poultrymeat g kt 20 20 22 28 30 32
Wool
Greasy js kt 320 372 377 402 358 350
Semi-processed kt(greq.) 127 114 91 82 67 65
Skins kt (greq.) 54 61 75 83 68 67
Total js kt(greq.) 502 547 543 566 492 482
Dairy products
Butterk kt 84 69 83 81 64 67
Cheese kt 212 228 202 213 200 203
Casein kt 18 13 8 12 8 8
Skim milk powder kt 156 141 181 164 118 119
Whole milk powder kt 117 105 110 94 75 77
Continued
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Export volumes

2 Volume of commodity exports continued
Australia
unit 2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f

Forest products
Woodchips kt 5264 5598 5363 5952 6365 6617
Fisheries products
Tunal kt 12.8 109 11.7 11.6 12.8 13.0
Otherfish kt 132 150 11.6 114 116 1.7
Prawns m

headless kt 0.3 04 0.1 0.1 0.4 0.3

whole kt 89 926 84 6.0 40 35
Rocklobster

tails kt 2.1 1.8 1.6 15 15 1.5

whole kt 109 10.2 99 83 89 89
Abalone

fresh, chilled or frozen kt 2.1 20 2.1 22 24 24

prepared or preserved kt 2.8 20 15 1.7 1.4 1.6
Scallops n kt 1.5 1.2 15 1.4 1.1 14
Mineral resources
Energy
Crudeoil o ML 17526 15731 13026 15965 15710 16709
LPG ML 2916 2844 2800 2824 2863 2728
LNG gs Mt 7914 10.589 12.495 15.200 14.750 16.900
Bunker fuel r ML 2216 2207 2163 2156 2164 2160
Petroleum products ML 2488 1864 2102 1762 1927 2058
Metallurgical coal Mt 1117 1249 120.5 1320 1347 144.0
Thermal coal Mt 106.7 106.4 1108 1116 1155 1224
Uranium (U,0y) t 9099 11249 10253 9519 10399 10230

Continued
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Export volumes

2 Volume of commodity exports continved
Australia

unit 2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f

Mineral resources (continued)
Metalliferous minerals and metals t

Aluminium

alumina kt 13572 14073 14499 15056 15733 16835

aluminium (ingot metal) kt 1546 1512 1617 1638 1682 1689
Copper

oreand concentrateu kt 1286 1326 1635 1493 1694 1673

refined kt 301 322 314 290 286 381
Gold v t 315 309 315 400 381 404
Ironandsteel

ironoreand pellets Mt 1948 2285 2394 2574 2962 3499

ironandsteel w kt 3818 2338 2428 2648 2316 2545
Lead

oresand concentrates kt 417 417 502 422 376 507

refined kt 231 243 244 215 197 242

bullion kt 113 164 140 112 157 155
Manganese

ores kt 2603 3128 3215 4667 4933 4696
Nickel vs kt 185 151 170 215 212 236
Titanium

iimenite concentrate x kt 783 633 722 999 976 1143

leucoxene concentrate kt 125 93 86 123 72 81

rutile concentrate kt 146 158 169 307 399 462

syntheticrutile s kt 470 517 472 508 513 520

titanium dioxide pigment kt 165 175 177 171 160 196
Refined silver t 415 517 482 431 388 469
Tinv t 143 1529 1556 1867 3270 5280
Zinc

oresand concentratesu kt 1844 1953 1821 1948 2251 2411

refined kt 396 397 388 374 415 429
Zirconconcentrate y kt 443 428 438 555 637 689
Other minerals
Diamonds ‘oo0 ct 24326 32471 25354 24632 18652 21055
Salt kt 10285 12128 10776 10749 9839 11133

alncludesthe grain equivalent of malt. b Includes field peas and cowpeas. ¢ Includes the wheat equivalent of flour. d Includes soybeans, linseed,
sunflowerseed, safflowerseedand peanuts. Excludes mealsand oils. e Excludes cotton waste and linters. g In shipped weight. Fresh, chilled or frozen.h
Includes meat loaf. i Excludes breeding stock.j ABS recorded trade dataadjusted for changes instock levels held overseas by Wool International. k
Includes ghee, dry butterfat, butter concentrate and butteroil, dairy spreads, all expressed as butter.| Exports of tunalanded in Australia. Tuna
captured underjoint venture or bilateralagreements or transhippedat seais not included. m Excludes volume of other prawn products. nIncludes
crumbed scallops. o Includes condensate and other refinery feedstock. g 1million tonnes of LNG equals about 1.31billion cubic metres of gas.r
International shipsandaircraft stores.t Uraniumis included with energy. u Quantities refer to gross weight of all ores and concentrates.v Quantities
refer to total metallic content of all ores, concentrates, intermediate products and refined metal.w Includes all steelitems in ABS, Australian
Harmonized Export Commodity Classification,ch.72,’Iron and steel’, excluding ferrous waste and scrap and ferroalloys. x Excludes leucoxene and
syntheticrutile.y Datafrom 1991-92 refer to standard grade zircon only.s ABARE estimate. f ABARE forecast.

Sources:ABS, International Trade, Australia, cat. no.5465.0, Canberra; Australian Mining Industry Council; Department of Foreign Affairsand Trade;
Department of Agriculture, Fisheries and Forestry; International Nickel Study Group; ABARE.
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Export values

2 Value of commodity exports (fob)

Australia
2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f
$m $m $m $m $m $m

Farm
Grainsand oilseeds
Winter crops

barleya 1239 1275 1108 833 1371 1709

canola 453 397 331 108 336 399

chickpeas 71 65 106 168 150 233

lupins 148 89 99 38 34 61

oats 38 36 47 20 29 63

peas b 56 33 43 80 69 115

wheat c 3475 3488 3296 2765 2592 5037
Summer crops

cottonseed 62 55 53 31 10 32

rice 145 173 171 347 61 51

sorghum 61 96 33 13 119 264

other oilseeds d 26 33 21 22 27 32
Total grainsand oilseeds 5773 5739 5308 4426 4798 7997
Industrial crops
Raw cotton e 982 771 1137 823 411 700
Sugar 982 1098 1454 1510 975 988
Wine 2545 2748 2799 2988 2722 2940
Total 4509 4617 5391 5321 4108 4628
Othercrops 3213 3322 3270 3226 3467 3501
Total crops 13496 13679 13968 12974 12373 16126
Meat and live animals for slaughter
Beefand veal 3793 4584 4272 4634 4160 4080
Livecattle g 318 374 358 437 452 448
Lamb 602 673 767 748 815 806
Livesheep g 266 207 291 289 295 252
Mutton 380 398 432 458 446 360
Pigmeat 181 150 143 142 128 126
Poultry meat 20 20 21 26 31 34
Total 5560 6405 6284 6734 6328 6105
Wool
Greasy h 1850 1994 1868 2316 2308 2058
Semi-processed 632 505 389 393 380 328
Skins 296 339 287 356 311 294
Total h 2778 2838 2544 3065 3000 2680
Dairy products
Butter 183 188 225 179 216 216
Cheese 739 877 837 824 931 918
Casein 123 116 89 113 111 102
Skim milk powder 388 420 529 505 530 516
Whole milk powder 322 324 334 275 357 355
Other dairy products 534 559 556 542 546 589
Total 2288 2485 2569 2438 2690 2697
Other livestock exports 2419 2496 2436 2577 2603 2629
Total livestock exports 13045 14223 13833 14815 14619 14111
Total farm exports 26540 27902 27802 27788 26993 30236

Continued
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Export values

2 Value of commodity exports (fob) continved

Australia

2003-04 2004-05 2005-06 2006-07 2007-08 s 2008-09 f

$m $m $m $m $m $m
Forest products
Woodchips 794 858 839 950 1086 1134
Other forest products 1245 1260 1301 1405 1440 1521
Fisheries products
Tunai 273 166 179 162 212 223
Otherfish 137 139 115 118 122 124
Prawns j
headless 5 7 3 2 5 4
whole 151 153 129 89 58 49
Rock lobster
tails 103 101 97 102 94 107
whole 318 330 387 357 363 389
Abalone
fresh, chilled orfrozen 117 124 132 139 137 139
prepared or preserved 120 139 114 107 93 104
Scallops k 35 33 39 35 27 31
Pearls 310 291 290 314 253 260
Otherfisheries products 81 61 62 69 61 64
Total 1652 1542 1547 1494 1425 1493
Total rural exports |
Derivedas sum of above 30232 31562 31488 31637 30944 34385
On balance of payments basis m 28880 30354 30475 30447 29677 32979
Mineral resources
Energy
Crudeoil n 5055 6330 6638 8317 10526 15328
LPG 647 804 1002 1038 1385 1720
LNG 2174 3199 4416 5222 6352 10632
Bunkerfuel o 696 951 1322 1295 1429 2141
Other petroleum products 918 844 1195 1098 1588 2766
Metallurgical coal 6510 10758 17003 15039 17535 39068
Thermal coal 4372 6336 7206 6758 9141 15883
Uranium (U,Oy) 364 475 546 660 849 753
Total
derived as sum of above 20737 29696 39328 39427 48804 88292
onbalance of payments
basis (excl. bunker fuel) 19779 28387 37573 37570 46 640 85664
Metalliferous mineralsand metals
Aluminium
bauxite s 125 123 127 153 211 125
alumina 3781 4383 5262 6243 5811 6982
aluminium (ingot metal) 3441 3726 4788 5650 5023 5639
Copper p
oreand concentrate 1242 1750 3492 3914 4133 4012
refined 924 1332 2161 2612 2495 3147
Continued
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Export values

2 Value of commodity exports (fob) continued

Australia
2003-04
$m
Mineral resources (continued)
Metalliferous minerals and metals (continued)
Gold p 5510
Ironand steel
ironore and pellets 5277
ironandsteel 2004
Lead p
oresand concentrates 387
refined 199
bullion 142
Manganese
ore's 371
Titanium
ilmenite concentrate q 82
leucoxene concentrate 33
rutile concentrate 94
syntheticrutile s 253
titanium dioxide pigment 399
Nickel s 2769
Refinedsilver 118
Tin p 1
Zinc p
oresand concentrates 677
refined 557
Zircon concentrate r 260
Total 28645
Other minerals
Diamonds s 596
Salt 186
Other 3779
Total mineral resources exports 53944
Total commodity exports
Derivedas sumof above 84175
Onbalance of payments t 82128

2004-05
$m

5523

8120
2031

490
305
246

473

63

25
114
306
422
2860
161

852
614
319

34248

683
226
3763

68616

100178
98019

2005-06
$m

7089

12854
1674

711
350
235

424

76
25
138
321
441
3128
197
12

1542
998
398

46442

836
229
5274

92109

123597
121262

2006-07
$m

10320

15512
1743

855
457
268

482

113
35
259
361
408
8381
221
25

2590
1707
478

62787

726
239
4711

107890

139528
137042

2007-08 s
$m

10955

20484
1818

1038
688
574

1453

112
21
277
305
386
5560
213
48

2023
1311
421

65358

664
213
5421

120460

151403
148708

2008-09 f
$m

12481

35262
2077

864
500
376

2204

127
62
300
311
453
5148
249
89

1363
969
438

83175

632
237
5563

177898

212283
208736

alncludes the grain equivalent of malt. b Field peas and cowpeas. ¢ Includes the wheat equivalent of flour. d Includes soybeans, linseed, sunflowerseed,

safflowerseedand peanuts. Excludes mealsand oils.e Excludes cotton waste and linters. g Excludes breeding stock. h Onabalance of payments basis.

ABS recordedtrade dataadjusted for changesin stock levels held overseas by WoolInternational.i Exports of tunalanded in Australia. Tuna captured

underjoint venture or bilateralagreements or transhipped at seais notincluded.j Other prawn products included in other fisheries products.k

Includes crumbed scallops. | Sum of farm, forest and fisheries products. m The value of exports derived as the sum of published detailed items differs

fromthe balance of payments aggregates shown in table 6 for two main reasons: the ABS makes special adjustments to some recorded trade data for

balance of payments purposes;and ABARE derives its own estimates, (using non-ABS sources), for severalitems as footnoted. For more detailona

balance of payments basis, see table 7.n Includes condensate and other refinery feedstock. o International ships and aircraft stores. p Value of metals

containedin host mineand smelter products are not available separatelyandare included in the value of the mineral product or metalinwhich they

are exported. q Excludes leucoxene and synthetic rutile; data from1991-92 refer to bulkilmenite only.r Datarefers to standard grade zircon only.t As

derivedintable 6.s ABARE estimate. f ABARE forecast.

Sources: ABS, International Trade, Australia, cat. no. 54650, Canberra; DRET; ABARE.
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Import value

2 Value of imports and exports of selected commodites
Australia
2002-03 2003-04 2004-05 2005-06 2006-07 s
$m $m $m $m $m
Vegetable oilseeds and products a
Imports 544 520 504 532 771
Exports 444 605 552 472 240
Dairy products
Imports
cheese 170 160 190 229 278
other dairy products 114 118 137 140 178
total 283 279 326 369 456
Exports
cheese 800 739 877 837 824
otherdairy products 1696 1548 1608 1732 1614
total 2496 2288 2485 2569 2438
Edible fisheries products
Imports
shellfish b 360 360 412 426 483
finfish 591 545 547 602 701
total 950 905 959 1028 1184
Exports
shellfish b 1000 909 932 943 878
finfish c 485 410 304 295 280
total 1485 1319 1236 1237 1158
Forest products
Imports
sawnwood 505 502 492 419 418
wood based panels 206 190 216 228 275
pulpand paper products 2784 2719 2809 2841 3009
otherd 591 585 587 528 568
total 4086 3995 4104 4017 4269
Exports
woodchips 808 794 858 839 950
pulpand paper products 855 838 854 872 949
othere 427 408 406 429 455
total 2091 2040 2119 2140 2355
Petroleum
Imports
crudeoil g 8610 6594 9995 12820 13360
petroleum products h 2050 3595 5123 8761 8583
total 10661 10190 15118 21581 21943
Exports
crudeoil g 6402 5055 6330 6638 8317
LPGi 855 647 804 1002 1038
LNG 2607 2174 3199 4416 5222
bunkerfuelj 775 696 951 1322 1295
other petroleum products 1198 918 844 1195 1098
total 11838 9490 12126 14573 16970

alncludes peanuts, oilseeds, vegetable oils and vegetable protein meals. b Includes all crustaceansand molluscs including canned. ¢ Excludes tuna
transhippedat sea or captured underjoint venture or bilateral agreements. d Includes roundwood, other processed wood and minor forest products. e
Includes roundwood, sawnwood, sleepers, processed wood and minor forest products. g Includes condensate and other refinery feedstock. h Includes LPG. i
Naturally occurringand refinery byproduct gas. j International ships and aircraft stores.s ABARE estimate.

Sources: Australian Bureau of Statistics; Department of Agriculture, Fisheries and Forestry; ABARE.
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