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Australian Fiscal Policy Outlook

Heading back to black despite major emergency spending programs during the GFC

Australian Public Sector Debt Government spending & debt - 2011 IMF forecasts
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Australian Monetary Policy Outlook

Looking to keep a tight rein on inflation

Monetary Policy Outlook Unemployment

Official Cash Rate
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Australian Consumer Economy

The (debt) Hangover

Retail Sales

YoY change Cash rate
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Soft asset prices & global uncertainty continues

to weigh on consumer sentiment

Household Savings
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Australian Dollar

AUD strength expected to gradually ease, but remain high by historical measures

Rabobank FX Forecasts

" Forecasts 9-May +3m +6m +9m +12m
AUD/USD 1.07 1.08 1.05 1.05 1.03
AUD/EUR 0.74 0.76 0.72 0.70 0.68
AUD/GBP 0.64 0.64 0.62 0.61 0.57
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Global balance sheet

Heading towards balance, until the GFC struck down global demand

Global Wine Production & Consumption (units: million hectolitres)
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Playing into the hands of grocery retailers b

MBAG,
L\\A . GA&»
Private Label spurred on by global oversupply
KTIENNE DUMONT

B

PRODUCE OF FRANCE
PARMAISON BURTIX - prRAY - PAANCE DT

( \ = Oversupply continues to limit the pricing power of suppliers i

» A dizzying array of wine brands swamp the market
| » Cheap surplus inventories create fertile ground for private label Sainsbury’s
WAHU » This further restricts shelf space available to supplier brands

MARLBQROUGH

= Retailer power continues to evolve with a focus on Private Label programs

> Ln thg UK, two of the top-5 selling Champagnes in UK supermarkets are retailer
rands

» In Australia, retailer brands grew by around 20% p.a. in an otherwise flat

P market in 2010

& w__ﬁ__@; » Approach of US retailers to private label development appears less aggressive

coles

= How threatening is Private Label to the wine category?

» A valuable outlet for surplus inventories without directly damaging own brands 3’,

i

- e.g. Lanson & Etienne Dumont
» Of course, private label brands indirectly undermine brand equity
» But retailers still need the leading ‘A Brands’ of suppliers e.g. Moet & Chandon
to maintain customer loyalty & to act as ‘known value indicators’ or ‘category

DOWN captains’ _ o - o
oD STAVING » Private label penetration becomes more limited as the product value increases }Z2%
DOWN & brand associations become more difficult to replicate ' —

A :
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EU

Mid term review of EC Wine Sector reforms due in 2012

* EC has budgeted

to subsidise its
wine sector to
order of €5.3
billion between
2009-2013

» €1.8 billion to
grub up
175,000ha of
vineyards

(~5% of total)

» EC Distillation
subsidies are due
to expire on 31
July 2012

* EC Planting ban
due to expire in
December 2015
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Italy

Vineyard ‘face-lift’

Valle d'Aosta
* A heightened
focus on quality

Vineyard area (% change 2000 to'2009)
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California turns the corner

Getting back into balance - Record opening grape price announced in June 2011

Wine Grape Production & Pricing Wine Vineyard Estate

® Non-bearing Area ® Bearing Area
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Chile

Maturing vineyard area & consecutive light harvests

Growth in Vineyard Area vs. Export Volumes Index of Domestic Bulk Price vs. Bottled Export price

(Measured in CLP)
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Developments in Australian Wine Export Markets

The changing trade-mix over the past decade

Declines in traditional markets Growth in higher value markets
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UK

Dealing with retailer power

/

Wine Cleared for Consumption UK
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USA

2010 in review - Imported Bottled Wine

= Still bottled
imports grew
7.3% by vol. /
4.2% by value

» Pinot Grigio &
Moscato were
stand-outs

= 2011 Year to
May import
volume growth
+7% by vol. /
+ 11% by value

» ITA +16%/+21%
» ESP +17%/+15%
» AUS -13%/-17%
» CHI +9%/+15%
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USA

Where to next?

* Populous beer
drinking 'Great
Lakes’ States

» Illinois

» Michigan

» Wisconsin

» Minnesota

» Indiana

» Ohio

» Pennsylvania

® Factors likely to
delay cultural
shift:

» Depressed labour
market

» Limited southern
European / Latin
demographic

» Lack of high
profile tourist
trade

N
~3 | @ Control State ® Non-control state

= States bordering
existing high
consumption
States

e.g.

» Montana (small)

» New Mexico (small)

» Maryland

» North Carolina

3
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China

Australian exports grew 12% in volume & 29% in value during FY2011

Bottled Wine Imports Bulk Wine Imports
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Contact Details

RELLLEL @G EI LG EL

Visiting address
Darling Park Tower 3
Sussex Street
Sydney

Postal address
P.O. Box 4577
2001 Sydney NSW
Australia

Marc Soccio
Senior Analyst
Sydney, Australia

Tel. +61 2 8115 2446
Email Marc.Soccio@rabobank.com
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Important notice

This presentation has been prepared exclusively for the benefit and internal use of Agro-Farma and does not carry any right of publication or
disclosure. Neither this presentation nor any of its contents may be used for any other purpose without the prior written consent of Rabobank
International.

The information in this presentation reflects prevailing market conditions and our judgement as of this date, all of which may be subject to
change. This presentation is based on public information. The information and opinions contained in this document have been compiled or
arrived at from sources believed to be reliable, but no representation or warranty, express or implied is made as to their accuracy,
completeness or correctness.

The information and opinions contained in this document are wholly indicative and for discussion purposes only. No rights may be derived from
any potential offers, transactions, commercial ideas et cetera contained in this memorandum.

This presentation does not constitute an offer or invitation. This document shall not form the basis of or be relied upon in connection with any
contract or commitment whatsoever.
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Food & Agribusiness Research and Advisory

Global Network, local F&A expertise Focus Sectors

Rabobank’s Food & Agribusiness Research Network (80 analysts) :
Value Added Processing

Beverages
Grains & Oilseeds

Animal Protein

Sugar, Cotton, Coffee,
Cacao

Clean Tech
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