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Executive Summary

The Audrdian cattle herd is estimated to have decreased margindly during Calendar Year (CY )1998. Thisfal
reflects the high daughter rate that resulted from dry conditions across south east Audtrdiain late 1997 and the mgority
of CY 1998. Thisincrease in daughter more than offset the sharp reduction in live cattle exports.

The Audtrdian cattle herd is forecast to increase modestly during CY 1999 due to a decrease in daughterings.
Renewed confidence in the industry due to higher prices and favorable seasona conditions will help reduce sdes.
While MLA forecadt that the cow kill will fal during CY 1999, post believes that current high cow daughter levelswill
condrain theincreasein the herd. Continued herd building due to favorable price prospects is forecast to result in the
cattle herd increase by two percent during CY 2000.

The latest nationd feedlot survey from the Austrdian Lotfeeders Association (ALFA) and the MLA, completed for the
March 1999 quarter, estimates that Australian feedlot capacity as of March 1999 was 892,359 head, one percent
higher than the estimate for March 1998. The actud number of cattle on feed in March 1999 was 550,703 head, nine
percent higher than during the December 1998 quarter.

Therisein cattle on feed reflects. continued lower grain prices; sronger demand from the Japanese market; and a20
percent increase in numbers of short-fed cattle destined for the domestic market.

Exports of feeder and daughter cattle have increased strongly during the1990's due primarily to strong demand from
South East Asa. However during CY 1998 the Asian economic crises resulted in live exports fdling by 35 percent.

Exports have recovered during the first five months of CY 1999 and are currently running 50 percent above the same
period in 1998. Exports are expected to dow for the remainder of the year. The export volume for the CY 1999 is
forecast to reach around 715,000 head with substantial increases to the Philippines, Indonesia, and EQypt.

In the medium term exports are expected to show modest growth due to the recovery in the feeder cattle trade to
Indonesia and the Philippines and the continuation of strong sdesto Egypt and Libya

The cattle daughter figure for CY 1999 is forecast to decrease by around six percent to 8.8 million head due to the
retention of stock for herd rebuilding and a forecast recovery in the live cattle export trade. The MLA forecasts that
daughterings will fal to 8.6 million head during CY 2000. Saughterings are forecast to reach 9.3 million head during
CY 2003.

Beef and vedl production is forecast to decrease by four percent to 1,910,000 MT during CY 1999 due to decreased
daughter levels which reflect modest herd building due to improved seasond conditions, brighter prospects for the beef
industry, and an increase in live cattle exports. Increased daughter weights due to improved pasture conditions and
increased feedlot activity will limit the fall in production. Beef and ved production is forecast to decrease to 1,900,000
MT in 2000 due to continued herd rebuilding activity. Higher daughter weights due to alow ratio of cows and cavesin
the kill, favorable seasond conditions, high feedlot placements and underlying productivity gainswill limit thefal in
production.
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Tota exports of beef and ved are forecast to decrease margindly during CY 1999 and CY 2000 reflecting a decrease
in daughter levels.

Sales of manufacturing beef to the U.S. during CY 1998 increased to 290,848 M T, 30 percent higher thanin CY
1997. Thisincrease reflected sharp falsin Asan demand and comparatively favorable returnsin the US which were
boosted by the sharp devauation of the Austraian dollar.

Exports of Audtrdian beef to the U.S. during CY 1999 are forecast to increase to 300,000 MT due to higher pricesin
the US.

Exports of beef and ved to Japan during CY 1998 increased by around two percent to 327,749 MT due mainly to a
depreciation of the Audtrdian dollar against the US$. Beef exports to Japan are forecast to increase by three percent
during CY 1999 due to aforecast modest increase in Japanese beef consumption and a reduction in Japanese beef
production.

Since the peak of 170.3 million head in CY 1990 sheegp humbers have continued to fal reaching aforecast 117.8
million head in March 1999. The mgority of the decrease in shegp numbers has occurred in farms that combine sheep
and wool production with other enterprises. The decrease in shegp numbers has been especidly pronounced in areas
that are suitable for cropping.

Tota sheep and goat meat production is expected to increase by four percent during CY 1999 to 667,000 MT. This
increase results from increased daughter levels which reflect more favorable seasond conditions and thus higher
daughter weights, and favorable returns. Higher daughter weights are aso supported by the trend towards producing
heavier lambs for the export trade. Modest flock building and reduced sheep numbers are forecast to result in tota
production decreasing marginaly during CY 2000. This decrease will be concentrated in the mutton sector aslamb
production will continue to increase.

Lamb production is forecast to increase by two percent during CY 1999 due to improved seasond conditions, and an
increase in daughterings and daughter weights. Underpinning this increase is an increase in the number of specidist
lamb producing flocksi.e. these flocks are made up of first cross ewes, and an increase in the number of ewes mated to
NoN-merino Sres.

Exports of Lamb increased during CY 1998 by 13 percent due to strong export demand, which was assisted by a
wesker A$, and an increase in supply.

The export market for lamb has diversified in recent years with growth occurring in awide variety of markets. The US
market has however emerged as the mgjor market for lamb exports in both volume and more importantly value terms.
The Pecific Rim, South Africa, the Middle Eagt, the UK and Mexico are dso important markets.

Audrdian exports to the US from July 22, 1999 will be subject to the recently implemented import Tariff Rate Quota
(TRQ). Whileit isunclear how the nine percent tariff will affect Audralian exports to the US it seems likely that current
high prices on offer in the US will see the quotafilled. It gppearsthat exports to the high price end of the market have
potentia to increase at the expense of lower priced product. The digtribution of the quota among processors will affect
the future export mix.
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Animal Numbers, Cattle

|PsD Table
|Country Audrdia
|commodity Animd (1000
Numbers, HEAD)
Cattle
Revised 1998| Prdiminary 1999] Forecast 2000
Old New Old New Old New
Market Y ear Begin 01/1998 01/1999 01/2000

Tota Cattle Beg. Stks 26710 26710 25700 26500 0 26700
|[Dairy Cows Beg. Stocks 2002 2002 2030 2032 0 2067
IBeef Cows Beg. Stocks 11667 11704 11300 11550 0 11663
[Production (Calf Crop) 9884 9915 9600 9800 0 9880
Intra EC Imports 0 0 0 0 0 0
|Other Imports 10 0 10 0 0 0
TOTAL Imports 10 0 10 0 0 0
TOTAL SUPPLY 36604 36625 35310 36300 0 36580
Intra EC Exports 0 0 0 0 0 0
|Other Exports 560 618 600 715 0 775
TOTAL Exports 560 618 600 715 0 775
[Cow Saughter 4050 4200 3600 3650 0 3400
[cat Saughter 1243 1239 1100 1150 0 1000
|other Saughter 4063 3891 4164 3950 0 4150
Totd Saughter 9356 9330 3864 8750 0 8550
|Loss 088 177 346 135 0 55
|Endi ng Inventories 25700 26500 25500 26700 0 27200
TOTAL DISTRIBUTION 36604 36625 35310 36300 0 36580
|Caendar Yr. Imp. from U.S, 0 0 0 0 0 0
[calendar Yr. Exp.toU.S 0 0 0 0 0 0

Production

General

The beef industry has the largest number of producers of the broadacre industries in Audtrdian agriculture. The
Austradian Bureau of Agriculturad and Resource Economics (ABARE) reports that the beef industry has one of the

largest ranges in enterprise Sze, geographic location and financid performance.
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The Audrdian cattle herd is forecast to have decreased marginaly during CY 1998. Thisfdl reflects the high daughter
rate due to dry conditions across south east Audrdiain late 1997 and the mgority of 1998. Thisincrease more than
offsets the sharp reduction in live cattle exports. The reduction in live exports encouraged producers to retain steersto
amore advanced age and weight for the meat export trade. Continued cash flow problems, the reduction in the
required number of cows numbers to produce cattle for live trade, and attractive export cow prices (these cows will be
processed for manufacturing beef), resulted in ahigher than usud leve of cows being daughtered.

The Audrdian cattle herd is forecast to margindly increase during CY 1999 due to a decrease in daughterings.
Renewed confidence in the industry due to higher prices and favorable seasond conditions will help reduce sdles.
While MLA forecadt that the cow kill will fal during CY 1999, post bdievesthat high cow daughter levels will
congrain the increase in the herd. Continued herd building due to favorable price prospectsis forecast to see the cattle
herd increase by two percent during CY 2000. Aiding the increasein the herd is the increased caf survivd ratesin
recent years and the general trend toward lower desth rates.

The MLA forecasts that the herd will reach 28.4 million head by the start of CY 2003.

The latest nationd feedlot survey from the Austrdian Lotfeeders Association (ALFA) and the MLA, completed for the
March 1999 quarter, estimates that Australian feedlot capacity as of March 1999 was 892,359 head, one percent
higher than the estimate for March 1998. The actua number of caitle on feed in March 1999 was 550,703 heed, nine
percent higher than during the December 1998 quarter.

Therisein cattle on feed reflects: continued lower grain prices; stronger demand from the Japanese market; and a20
percent increase in numbers of short-fed cattle destined for the domestic market. Feeder cattle prices have increased
during the first quarter of 1999 reflecting good seasond conditions and forecast firm future prices. It isinteresting to
note that despite good seasona conditions and rising feeder cattle prices the number of cattle on feed has increased.
This indicates strong demand for grainfed beef . Part of the recent recovery is due to the usud seasond lift in
placements during winter. The survey found that the number of cattle on feed mainly increased in feedlots with between
500-1,000 head during the March quarter.

The latest survey estimates that as of March 1999, 39 percent (35 percent in December 1998) of cattle were being fed
for the domestic market, 58 percent (60 percent in December 1998) are being fed for the Japanese market and 1.0
percent (the same asin December 1998) were being fed for the Korean market.

Numbers of cattle on feed were expected to increase by around six percent during the June quarter due to a continued
strong demand for grainfed beef in the Japanese and domestic markets and continued low feedgrain prices.

The Audraian dairy industry has enjoyed favorable returnsin recent years which has resulted in dairy cow numbers
increadang.

UNCLASSFIED Foreign Agricultural ServicelUSDA
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Slaughter Rate

The daughter figurefor CY 1999 isforecast to decrease by around six percent to 8.8 million head due to the retention
of stock for herd rebuilding and a forecast recovery in the live cattle export trade.

The MLA forecasts that daughterings will fal to 8.6 million head during CY 2000. Saughterings are forecast to reach
9.3 million head during CY 2003.

The proportion of femde cattle in the kill has increased during CY 1997 and 1998, reaching 52 percent of the adult
kill in CY 1998, compared to 43 percent in 1996, and a 10 year average of 43 percent. The growthin live cattle
exports, which are predominantly mae animas, increased the female percentage of the kill. However live cattle exports
fdl sharply during 1998. Theincreasein the femde kill reflects producers reducing their herd sze; improved
productivity ; cash flow problems; and attractive export manufactured beef prices, particularly in relaive to export steer
and bullock prices.

The reduction in live exports during 1998 resulted in producers in central and southern Queendand, parts of the
Northern Territory and Western Audirdia, retaining steers to grow out to export weights instead of turning them off at a
younger age for the live export trade. Thisincreased the need to cull more breeding cows for both management and
cash flow purposes.

Normally such high female daughter rates would indicate herd liquidation however the elevated leve of femdesin the
herd due to the growth in the live cattle trade, and underlying productivity gains, has resulted in herd numbers being
relatively stable.

Forage and Feed Supplies

The 1998-99 season enjoyed large coarse grain and whest crops. This follows large crops during the two previous
seasons. The 1998-99 whest crop included alarger than usud proportion of downgraded grain which combined with
large feed crops, and depressed world prices, has led to abundant supplies of lower priced grain.  Grain prices are
forecast by ABARE to remain depressed during 1999-2000 which will reduce input costs for feedlot operators.

Pasture Conditions

Pasture conditions improved sharply in spring 1998 and have remained favorable in the mgority of grazing aress. The
Autumn (fal) remains one of the best on record with N.SW. the best placed with good pastures throughout the State.
Thiswill increase upward pressure on cattle prices as graziers and |ot feeders compete for stock to utilize pasture and

cheap grain.

UNCLASSFIED Foreign Agricultural ServicelUSDA
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Cross Commodity Developments
The outlook for the wool and grain indudtries affects future beef production.

The suspension of the grower funded wool floor price schemein mid-1991, following the accumulation of a4.7 million
ba e stockpile was followed by a period of faling wool prices and thus growersincomes fel substantidly. The
downsizing of the Austrdian sheep flock seems to be now largely complete.

Slow retail demand for textilesled to a buildup in stocks of processed and semiprocessed wool. This combined with
low economic growth in Asaand western Europe resulted in the demand for wool remaining wesak and prices faling
during the 1998-99 FY.

A forecast improvement in demand in response to stronger economic growth in some mgjor European markets, South
Koreaand Chinese Taipa should see prices improve modestly. ABARE forecasts that wool prices will increase by
three percent during the 1999-2000 FY when compared to the 1998-99 level. Whilethisis pogitive pricesremain at
higoricdly low levels.

The continued depressed outlook for the wool industry, and the static outlook for the lamb industry, is unlikely to
encourage anything but very margind transfer of resources between the wool and lamb industries and the beef indusdtry.

The large amount of capita involved in transferring from a sheep enterprise to cattle production, and the memory of the
previous cattle market crash in mid-1970, has dso limited movement from sheep to cettle.

The rdatively favorable outlook for grain growing in Audtraiain recent years has led to producers increasing the ratio of
farm resources dedicated to grain growing. With grain returns for 1999-2000 FY forecast to be depressed the
comparative improvement in the cattle industry may see alimited transfer of resourcesto the cattle industry.

Production Problems

The mesat processing sector has been dogged by low profitability recent years. Plant closures reduce the number of
export processing plants by 40 percent over the period 1976 to 1996. Thistrend is expected to continue as a recent
Productivity Commission Report indicated that over capacity in the industry was currently running a around 30 percent.

While more of the older and outdated plants are closing down, new and refurbished plants have been established.
These plants include new technology and have often negotiated improved labor agreements which combine to increase
productivity and reduce codts.

The processing sector has been hindered by along-running history of industria disruption. The mesat processing
industry has undergone a number of Government and industry sponsored inquiries in recent years which amed to
facilitate improved indudtrid relations, efficiency and productivity in theindustry. All reports concluded that the industry
has been hindered from reaching international competitiveness by lack of industria reform.

UNCLASSFIED Foreign Agricultural ServicelUSDA
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The inquiries have recommended smplification of Audraias mesat industiry employment condiitions and afocus on
consultation, flexibility and productivity. The Cattle Council of Audrdia (CCA) states that productivity based plant
gpecific (as opposed to indusiry wide) agreements should be developed. It goes on to State that a cultural change
within the processing sector must occur to reach a commondity of purpose between employees and employers.

The aoveinquiries included the following findings:

< A$1,000 million lost per year due to restrictive work practices which reduce Audtrdia s competitiveness,

< labor productivity in Australia was 1.4(caitle processed/employee/day) compared to 2.9 in the US and 3.4 in New
Zedand; and

< Audrdian processing costs were over A$100 dollars per carcass higher than in the US. Thiswas baanced to
some degree as Audtralian processors pay an average of 112Acentskg less than their US counterparts,

Some processors have initiated mgjor reforms. For example Audtrdian Meat Holdings (AMH) after acogtly strike
(which is estimated to have cost A$16 million), introduced reforms that the National Farmers Federation (NFF)
estimates resulted in afour percent increase in productivity .

One of the mgor sticking pointsin improving labor productivity isthe taly sysem. This system is based on workers
being paid a set amount for a set number of carcasses per day, known as the minimum tally, for each additional carcase
arateispad until thetdly isreached. From then on each carcaseis paid for a one and ahdf or twice the minimum
rate. Thus new technology that Speeds up processing is pendized with higher labor costs. The GOA is currently trying
to get the “Workplace Reaions Amendment” Bill through parliament which would outlaw the tally system. Industry
sources indicate that this bill may not have the to pass the senate. The Industrid Relations Commission isaso
investigating the taly system and was due to make a decison on the future of the tally system in the Federd Meat
Processing Award over six months ago.

The CCA has gated that reducing the number of abattoirs and increasing the number of high technology, semi-
automated operations would help reduce processing costs. The CCA dated that the capacity at which processing
plants operated should be increased from the current 65-70 percent to 90-95 percent.

Industry rationdization over the past decade has resulted in the closure of about 20 processing plants across Australia.

UNCLASSFIED Foreign Agricultural ServicelUSDA
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Consumption

Prices

[Prices Table

ICountry Audrdia

ICommodity Cattle -

Sdeyard
Prices

|Pricesin Aus cents per uom KG

Y ear 1998 1999] % Change
Jan 163.1 189.5 16.19%
Feb 170.6 194.9 14.24%
Mar 165.4 202.1 22.19%
Apr 156.9 201.9 28.68%
May 174.9 196.8 12.52%
Jun 182.1 197.6 8.51%
Ql 190.7 -100.00%
Aug 198.5 -100.00%
Sep 200.5 -100.00%
Oct 192.4 -100.00%
Nov 189.9 -100.00%
Dec 187.1 -100.00%

|Exchange Rete 1.53|Locd

currency/US
$
Source: ABARE

Sdeyard prices during the 1998-99 FY were estimated by ABARE to have increased by around 13 percent to
Ac195/kg reflecting stronger export demand and aso increased interest from restockers.  ABARE forecasts that
average yearly prices during 1999-2000 FY will increase to Ac200/kg due to herd building in Austraia and forecast
continued strong export demand.

Grain prices during 1999-2000 FY are forecast by ABARE to remain low which will result in increased profitability of
feedlots and will improve export margins for grain fed cattle, and thus increase sdleyard demand for feeder cattle.

UNCLASSFIED
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Export demand for live cattle fel dramaticaly during CY 1998 due the sharp fdl in the demand from Asan markets.
Thisfal was somewhat offset by continued growth in north African markets. Some of the cattle that have been
displaced from the live export trade were retained and grown out into heavier bullocks for the Japanese trade while the
balance were sent south for daughter.

The following table lists indicative wholesde feeder cattle prices per kilogram for New South Wales between January
1993 and May 1999 (the priceis for young cattle dressed weight 160- 210 kg, dressed weight)

Month 1993 1994 1995 1996 1997 1998 1999
January 229.0 253.0 237.0 208.0 155.0 286.0 235.0
February 226.0 259.0 227.0 186.0 200.0 220.0 235.0
March 223.0 268.0 216.0 172.0 203.0 218.0 235.0
April 206.0 266.0 233.0 163.0 215.0 210.0 254.0
May 209.0 246.0 233.0 155.0 212.0 214.0 259.0
June 215.0 243.0 252.0 163.4 230.0 225.0
duly 235.0 254.0 246.0 176.0 235.0 227.0
August 257.0 230.0 237.0 182.0 232.0 236.0
September 257.0 225.0 220.0 172.0 220.0 235.0
October 251.0 220.0 203.0 169.0 235.0 235.0
November 249.0 232.0 205.0 167.0 240.0 239.0
December 252.0 231.0 213.0 157.0 255.0 235.0

Source - Meat & Livestock Audtrdia
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Trade
Export Trade Table
Export Trade
Matrix
|Country Audrdia Units [HEAD
[commoxity Animal Patial Begin |Jan

Numbers,

Cattle

Patid End |[May

|Exportsfor: 1997 1998 1998 1999

Full Full Partia |Pertial
[U.S. 4 22 11 0
lothers
The Philippines 259702 215961 68802 115828
|Libya 105257 120723 69832 6992
|Egypt 37540 116624 28494 105296
Im daysa 73752 43589 19821 25751
Indonesia 428381 41174 2200 47768
[Mexico 6960 21106 11743 150
Jordan 2451 18128 7956 14119
Japan 19857 17148 8049 5777
|srael 0 8719 275 4987
[Brunei 6528] 7655 3420 7229
Total for Others 940428 610827 220592 333897
|Others not Listed 7937, 7325 3665 1867
|Grand Total 948369 618174 224268 335764
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Import Trade Table
Import Trade
Matrix
|Country Audrdia Units. |[HEAD
[commodiity Animd Partiad Begin |Jan
Numbers,
Cattle
Patid End |May
Imports for: 1997 1998 1998 1999
Full Full Partia |Partia
[U.S. 13 102 102 66
[others
Tota for Others 0 0 0 0
|Others not Listed 0 0 0 0
[Grand Tota 13 102 102 66
General

Exports of feeder and daughter cattle increased strongly during the1990's due primarily to strong demand from South
East Asa However during CY 1998 the Asan economic crises resulted in live exports faling by 35 percent.

Exports have recovered during the first five months of CY 1999 and are currently running 50 percent above the same
period in 1998. Exports are expected to dow for the remainder of the year. The export volume for the CY 1999 is
forecast to reach around 715,000 head with substantial increases to the Philippines, Indonesia, and Egypt.

The Philippines, Libya and Egypt were the largest marketsin CY 1998 with exports to Egypt more than doubling and
exportsto Libyaincreasing by 15 percent. Conversely exportsto Indonesiafel by 90 percent and exports to the
Philippines and Mdaysafdl by 17 and 41 percent respectively.

In the medium term exports are expected to show modest growth due to the recovery in the feeder cattle trade to
Indonesia and the Philippines and the continuation of strong sales to Egypt and Libya.

Sdesto Indonesia are forecast to more than double during the CY 1999 due to a stronger rupiah and improved
economic growth in the second hdf of the year. One of the largest impediments is reported to be the lack of credit due
to the risk averse dtitude of the banking sector in Indonesia

The Philippinesislikely to remain Audraia s largest export market in the short to medium term. With demand forecast
to improve, the Peso strengthening and credit reported to be freeing up, exports of live cattle are expected to increase
during CY 1999. While the Monetary Board of the Philippinesis reported to be increasing the availability of credit to
smdl and medium scale businesses, priority has been given to exporters which will continue to limit the increase in
imports.

UNCLASSFIED Foreign Agricultural ServicelUSDA
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European Union (EU) exporters have traditionaly supplied live cattle to the Middle Eastern and north African markets.
In recent years EU exports have faced increasing pressure due to reductions in export subsidies, BSE problems, and
pressure from animal welfare groups. This has seen EU exportsfal sharply. In the past these markets took
predominantly British and European breed cattle for immediate daughter, however they have recently taken more bos
indicus cattle from northern Audtrdia. Excess shipping capacity and low shipping rates has dso asssted this trade.

While the Egyptian market displays unexpected swings in demand, exports for the first five months of CY1999. point
toward growth in thismarket. Early indications point towards a decrease in exportsto Libya during CY 1999.

Exports of live cattle to Middle East markets such as Jordan and Isradl are expected to remain strong during CY 1999.
The future performance of these markets depends on the economic and politica climates in the Gulf region.

Mexico emerged as amarket for breeder cattlein CY 1996. Hesdlth protocols for feeder cattle limit the supply of cattle
to southern areas of Audrdia. Current regulations make exporting to Mexico relatively expensve however if protocols
are negotiated for northern areas then trade should expand. Excess shipping capacity and low domestic prices resulted
in szeable shipments of cattle to Mexico during CY 1998.

Chinaand Vietnam are regarded as markets with good potentid for export growth. The MLA reports that the
development of privately owned feedlotsin southern Chinaisvita in the development of the Chinese feeder cattle trade.
Recently negotiated hedlth protocols should also assst thistrade. Vietnam took its first shipment of around 1,000 head
of northern cattle in early CY 1999 with reports that this market could take up to 40,000 head annudly.

In the long-term, shipments to ASia are forecast to again increase as economic growth rates improve. However
governments are unlikely to provide the same level of assistance as was provided before the crigs. Reductions in beef
import tariffswill lead to increased competition from beef. The forecast recovery of Australian and world beef pricesin
the short to medium term will lead to increased competition for cattle from meet processorsin Audrdia. Industry
sources fed that isunlikely that shipments will reach the levels atained in CY 1997 in the medium term.

UNCLASSFIED Foreign Agricultural ServicelUSDA
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Policy
Production and Consumption Policy

The GOA has recently changed the way services and promotion activities are delivered to the Austraian livestock
industry. After a Government inquiry anew producer based red meat company known as Megt and Livestock
Austrdia (MLA) wasformed. This body replaced the Australian Meat and Livestock Corporation, the Meat
Research Corporation, and the Meat Industry Council.

The operating structure of MLA congsts of eight business units and three industry service groups. The eight business
units are designed to deliver services which address the functiond needs of Audtrdia s meat and livestock indugtries.
One business unit addresses innovation in livestock production, ancther innovation in the processing sector, while others
work with industry to ddiver improvements in areas such as food safety, meat grading, market access and market
information. Thework of these business units is supplemented by the activities of the three smdl service groups. These
service groups have been congtructed around MLA’s mgor funding sources: the Austraian cattle industry, the
Austradian sheepmest industry, and MLA contractua arrangements. The most important contractua arrangements are
those with processors and live exporters that aim to ensure adequate funding of activities that are recognized as being of
overd| industry benefit.

The new body has anumber of core functions including market intelligence, quaity assurance, and market access.
MLA has amuch smaller budget and seems unlikely to be able to participate in large generic promotiona programsin
markets such as Japan. Future promotion will be conducted in conjunction with private companies. Private processing
companies are not obliged to contribute viaalevy asin the past. However they are required to make contributions to
support the core activities of the new body. If the processorsfail to contribute adequate funds the Government will
legidate to make sure that they do in the future.

Non-Tariff Barriers

Augrdiaachieved "Impending Freg" status for bovine tuberculoss (TB) under the Brucellosis and Tuberculosis
Eradication Campaign (BTEC) on 1 January 1993. This followed the successful brucellosis eradication campaign
which was completed in July 1989. The Brucdlosis and TB eradication campaigns commenced in 1970 and cost at
least A$750 million.

The Audrdian cattle industry and Audtrdian Government will now commence the "monitoring phasg’ which will run for
severd years before congderation is given to declaring both diseases "exotic” to Audtrdia. Producers pay alevy which
is used to fund disease monitoring.
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M eat, Beef and Veal

|PsD Table

ICountry Audrdia
|commodity Mest, Beef and Ved (1000 MT CWE)(1000
HEAD)
Revised 1998| Prdiminary 1999| Forecast 2000
Old New Old New Old New
Market Year Begin 01/1998 01/1999 01/2000

Saughter (Reference) 9356 9330 8864 8750 0 8550
|Beginning Stocks 52 43 68 60 0 62
[Production 1996 1987 1900 1910 0 1900
Intra EC Imports 0 0 0 0 0 0
|Other Imports 3 2 3 3 0 3
TOTAL Imports 3 2 3 3 0 3
TOTAL SUPPLY 2051 2032 1971 1973 0 1965
Intra EC Exports 0 0 0 0 0 0
|Other Exports 1223 1262 1160 1236 0 1250
TOTAL Exports 1223 1262 1160 1236 0 1250
[Human Dom. Consumption 760 700 750 665 0 645
[other Use, Losses 0 10 0 10 0 10
TOTAL Dom. Consumption 760 710 750 675 0 655
|Ending Stocks 68 60 61 62 0 60
TOTAL DISTRIBUTION 2051 2032 1971 1973 0 1965
[Caendar Yr. Imp. from U.S. 0 0 0 0 0 0
|Ca| endar Yr. Exp. to U.S. 0 291 0 300 0 310

(NB. Conversion factor for CWE - 1.43)

Production

General

Cattle and caf daughterings during CY 1999 are forecast to decrease by six percent to 8.8 million head dueto the
retention of stock for herd rebuilding, adecline in cow numbers in 1998 which reduces the calf crop, and a forecast
recovery in the live cattle export trade. Herd rebuilding has been enhanced by improved pasture conditions and
improved prices. Increased numbers of cattle on feed means that turnoff for some cattle will be delayed to later in

1999.

The MLA forecasts that daughterings will fal to 8.6 million head during CY 2000. Thisis based on herd building and
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the MLA forecast that future prices will improve due to export prospects remaining strong, reflecting decreasing cettle
numbers in many mgor producing countries.
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Beef and vedl production increased by two percent to 1,987,000 MT during CY 1998 the third highest production
level on record (this figure is carcass weight equivaent, while the trade matrix contains shipped weight data).

Production is forecast to decrease by four percent to 1,910,000 MT during CY 1999 due to decreased daughter levels
which reflect modest herd building due to improved seasonal conditions, brighter prospects for the beef industry, and an
increasein live cattle exports. Increased daughter weights due to improved pasture conditions and increased feedlot
activity will limit thefdl in production. Beef and ved production is forecast to decrease to 1,900,000 MT in 2000 due
to reduced daughter levels resulting from continued herd rebuilding activity reflecting forecast favorable seasond
conditions and an encouraging trade outlook for beef and ved. Higher daughter weights due to alow ratio of cows and
cavesin thekill, favorable seasond conditions, high feedlot placements and underlying productivity gainswill limit the
fdl in production.

The Audrdian cattle industry is becoming more market driven with amgority of those surveyed sating thet they are
producing for a particular target market. Thistrend aso includes an increase in backgrounding of cattle for future
feedlotting. Many feedlots are now contracting growers to provide the type of cattle that they require for their
operation. This bypasses sde by auction and gives producers more feedback on their production system.

Consumption
General

ABARE egtimates that per capita consumption of beef and vedl increased from 37.6 kg/person in 1993-94 to 40.4
kg/person in 1996-97 due to the increased supply of beef on the domestic market and a relative shift in price that
favored bef, i.e. the price of beef fell while the price of pork and chicken increased. Beef and ved consumption fell to
39.6 kg/person in 1997-98, and is forecast to fall to 35.5 kg/person in 1998-99, and 34.6 kg/person in 1999-2000.
The decreases in consumption reflects higher relative beef prices and increased competition from pork and poultry.

ABARE forecasts that lamb consumption will remain a 10.9 kg/person, mutton consumption will increase Six percent
to 5.7 kg/person, pork consumption will fal by one percent to 18.9 kg/person, and poultry consumption will increase
by four percent to 32.2 kg/person.

Prices

Beef and ved retail pricesfor the 1998-99 FY are forecast by ABARE to have increased by 0.3 percent when
compared to 1997-98. Pricesin 1999-2000 are forecast to be two percent higher than during 1998-99 due to
expected increases in saleyard prices reflecting the retention of stock for herd rebuilding. This compares with a forecast
retail price rise of less than one percent for lamb and poultry meat and two percent for pork.
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Price Table

|Prices Table

|Country Audrdia

ICommodity Meat, Beef

and Ved

|Pricesin Aus cents per uom KG

Y ear 1998 1999] % Change
Jan 986 984.2 -0.18%
Feb 986 984.2 -0.18%
Mar 986 984.2 -0.18%
Apr 984.2 -100.00%
May 984.2 -100.00%
Jun 984.2 -100.00%
Ny 983.2 -100.00%
Aug 083.2 -100.00%
Sep 983.2 -100.00%
Oct 975.7 -100.00%
Nov 975.7 -100.00%
Dec 975.7 -100.00%

|Exchange Rete 1.53|Locd

currency/US
$

Source: Audtrdian Bureau of Statistics
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Trade
Export Trade Table
Export Trade
Matrix
|Country Audrdia Units MT
[commoxity Mest, Beef Patial Begin |Jan

and Ved

Patid End |May

|[Exportsfor: 1997 1998 1998 1999

Full Full Partia |Partia
[U.S. 224209 290848 105544 112135
lothers
Japan 321942 327749 129795 126196
|Canada 32992 40922 16081 18985
|Rep. of Korea 60319 36286 3570 36368
Tawan 35241 34255, 12256 14278
[Russa 12742 22348 16557 466
The Philippines 28063 20930 6159 8478
{United Kingdom 9827 9614 4146 2897
|Bu|garia 3735 9528 3081 457
|Hong Kong 3863 7242 2998 1591
[m daysa 7754 6970 2371 3080
Total for Others 516478 515844 197014 212796
[Others not Listed 82844 75489 30790 33690
|Grand Tota 823531, 882181 333348 358621
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Import Trade Table
Import Trade
Matrix
|Country Audrdia Units. MT
[commodiity Meat, Beef Partiad Begin |Jan

and Ved

Patid End |May

Importsfor: 1997 1998 1998 1999

Full Full Partial |Partial
[U.S. 106 0 0 0
|Others
INew Zedand 2574 1384 809 437
Audrdia 88 170 136 0
Indonesia 0 73 73 0
Totd for Others 2662 1627 1018 437
[Others not Listed 0 0 0 0
|Grand Totd 2768 1627 1018 437

Oveall Trade Trends

Tota exports of beef and ved are forecast to decrease margindly during CY 1999 and CY 2000 reflecting a decrease
in daughter levels.

Sdes of manufacturing beef to the U.S. during the 1998 CY increased to 290,848 MT, 30 percent higher than in CY
1997. Thisincrease reflected sharp fdlsin Asan demand and comparatively favorable returnsin the US which were
boosted by the sharp devauation of the Austrdian dollar.

Exports of Australian beef to the U.S. during CY 1999 are forecast to increase to 300,000 M T due to higher pricesin
the US reflecting falsin US cow beef, lower grade fed and nonfed steer beef, and pork production. The price rise will
however be limited by aforecast appreciation of the Austrdian dollar.

Exports of Austradian beef to Japan have plateaued in recent years following a period of strong growth. Exportsto
Japan during CY 1998 increased by around two percent to 327,749 MT due mainly to a depreciation of the Audtralian
dollar againgt the US$. There was a Significant shift in the composition of exports with chilled grassfed beef exports
declining by approximately six percent while frozen grassfed beef exportsincreased by 11 percent. The shift towards
frozen beef isforecast to continue during CY 1999. Frozen grassfed beef is used in the growing fast food and food
service sectors. Beef exports to Japan are forecast to increase by three percent during CY 1999 due to a forecast
modest increase in Japanese beef consumption and a reduction in Japanese beef production.
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The Korean market experienced severe problemsin CY 1998 due to economic difficulties which were exacerbated by
a depressed domestic beef market. The domestic Korean herd had experienced years of rapid growth as aresult of
government programs. During 1998 large domestic supplies and high prices existed when the won devaued sharply
and the financid sector collgpsed. Thisresulted in a sharp reduction in demand and a doubling in the price of imported
feed grains. The Korean Government reacted by suspending import tenders from the beginning of the 1998 quota year.
Cattle were then purchased by the Government under a minimum price scheme and processed and stored for
digribution to the military and for discounted retail sdes. This scheme continued until the end of July 1998 after which
prices began to improve.

Augtrdian exportsto Koreaduring CY 1998 fell by 40 percent due to tenders being delayed and delivery for the 1998
quota year being put back asfar as May 1999. Audrdia s export mix continued to diversify during 1998 with
ggnificant growth in frozen vacuum packed grassfed fullsets and grassfed and grainfed cuts and manufacturing beef.
Late in the year two shipments of chilled grainfed and grassfed beef were successfully supplied to the Korea Super
Chainstores Association (KOSCA).

Audtralian exportsto Koreaduring CY 1999 are forecast by MLA to reach 70,000 MT consisting of 25,000 MT of
delayed ddliveries againg the 1998 quota with the remainder to consst of 1999 quotabeef. MLA indicate that
Audrdia s dominance of grassfed beef importsis expected to result in Austraia enjoying a market share of 48 percent
in CY 1999.

Audtrdian exports to South East Asahaved during CY 1998 due to agenerd recesson in theregion. Much of fall
was concentrated in exports to Indonesiawhere trade all but ceased for most of CY 1998. The continued problemsin
the region and the relative attractiveness of the US market for manufacturing beef are forecast to result in exportsto
South East Asaincreasing by amodest six percent during CY 1999. Exportsto Indonesa are forecast to remain at
low levels during CY 1999.

Tawan was less affected by the wider Asian economic crisis and as such exports of beef and veal to Taiwan decreased
only margindly during CY 1999. Exportsduring CY 1999 are expected to again marginadly decrease due to increased
competition from the US.

Taiwan reduced import tariffs for Austrdian beef from NTD$30/kg to NTD$27/kg in July 1997. Tawanisan
important market, especidly as an outlet for specidized cuts of shin, shanks, intercodtds, briskets and thin flanks.

Shipments of beef and veal to Canada increased by around 8,000 MT during CY 1998 to 40,922 MT due to reduced
Canadian supplies and arecent increase in export saes of grassfed fullsets for the hospitality sector. A further
tightening of Canadian cattle numbers will increase prices and is forecast to result in imports being dightly higher during
CY 1999. Audrdia s country specific quotais currently set at 35,000 M T however additional product can be
imported under the supplementary import permit scheme, or, under the non-country specific portion of the Canadian
globa quota.
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Marketing
Competitive Activities

The chiller assessment (i.e. carcasses are assessed once they are in a cool room at the processing facility) scheme of
beef grading, developed by AUS-MEAT, has been operating for a number of years with most mgjor processors using
the system. Industry sources indicate that this system has led to improvementsin the qudity of product being exported
from Audrdia

The Audtralian feedlot sector introduced the Nationa Feedlot Accreditation Scheme (NFAS)for domestic and export
marketsin 1995. Since then AUS-MEAT accredited abattoirs wishing to market beef using the “ Grain Fed” (GF) or
“Grain Fed Young Beef” (GFY B) symbols may only obtain livestock for this product from a NFAS accredited feedlot.
This sysem aims to improve the qudity assurance of Austraian grain fed beef.

For many years the Audtrdian industry has understood the benefits of ameet grading system but has been unable to
implement an industry wide sysem. Theindudtry is currently working on a system called Meat Standards Audrdia

(MSA) which is atenderness quality guarantee scheme aimed at ddlivering the Augtralian consumer better and more
consistent beef edting satisfaction.

The program has been successfully test marketed and will be launched nationdly in the coming year. The sysemisa
grading and labeling scheme that aims to increase beef consumption and beef prices by guaranteeing eating qudlity to
the consumer.
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Animal Numbers, Sheep

|PsD Table
|Country Audrdia
|commodity Animd (1000
Numbers, HEAD)
Sheep
Revised 1998| Prdiminary 1999| Forecast 2000
Old New Old New Old New
Market Year Begin 01/1998 01/1999 01/2000

TOTAL Beginning Stocks 119579 119600 118000 117800 0 116900
|Ewes, Beginning Stocks 56808 57500 56000 56600 0 56250
[Production (Lamb Crop) 42606 46000 44800 45300 0 45000
Intra EC Imports 0 0 0 0 0 0
|Other Imports 0 0 0 0 0 0
TOTAL Imports 0 0 0 0 0 0
TOTAL SUPPLY 162185 165600 162800 163100 0 161900
Intra EC Exports 0 0 0 0 0 0
|Other Exports 5163 5050 5000 5100 0 5150
TOTAL Exports 5163 5050 5000 5100 0 5150
[Ewe Saughter 0 0 0 0 0 0
ILamb Saughter 15480 15491 15700 16000 0 16300
lother Saughter 15697 15336 15500 15600 0 15500
TOTAL Saughter 31177 30827 31200 31600 0 31800
|Loss 7845 11923 9600 9500 0 7850
[End ng Inventories 118000 117800 117000 116900 0 117100
TOTAL DISTRIBUTION 162185 165600 162800 163100 0 161900
[Caendar Yr. Imp. from U.S. 0 0 0 0 0 0
|caendar Yr. Exp.to U.S. 0 0 0 0 0 0

Production

Inventory

Audtrdian sheep numbers pesked at 170.3 million head during CY 1990, the highest level snce 1971. This expansion
mirrored strong flock expansion during the 1980's which was prompted by high wool prices and favorable seasona
conditions. The wool stockpile reached 4.7 million baes during 1991which resulted in the suspension of the grower
funded Reserve Price Scheme (RPS) in early 1991. Following the suspension of the RPS Australian wool prices have
fluctuated widdly, but in generd have trended downwards.
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Since the peak in CY 1990, sheep numbers have continued to fal reaching an estimated 117.8 million head in March
1999. The mgority of the decrease in sheep numbers has occurred in farms that combine sheegp and wool production
with other enterprises. The decrease in sheep numbers has been especidly pronounced in areas that are suitable for
cropping. The expangon in the cropping arealin recent years reflects the relative profitability of various cropping
enterprises compared to wool production and a change in farming practices.

While flock numbers have decreased sharply the composition of the flock has also changed. The latest MLA lamb
survey (reeased August 1998) indicated that production of second cross lambsis trending upwards. The survey
indicated that producers planned to sell ahigher proportion of first and second cross lambs during 1998-99 (Jul-Jun)
financid year than during the previous year. The increase in second cross lamb production means that growers will
produce an increased number of heavier lambs aimed primarily at the export market. Lighter first cross lambs havein
the past been produced as a by product of wool production.

MLA forecadts that sheep numbers will continue to margindly decrease during CY 1999 before recovering dightly
during CY 2000 and beyond due to a modest recovery in wool prices. Thefal in shegp numbers has been limited by
atractive lamb returns, the recent downturn in grain prices and only modest returns from beef production. The mgority
of the movement out of wool production has aready occurred.

The market indicator price for wool in the 1998-99 FY isforecast to average Ac525/kg, a 26 percent decrease on the
previous year due to depressed levels of economic growth, especidly in Japan, and high stock levels of processed and
semi-processed wool at most points in the textile processing and marketing chain. ABARE forecadts that the market
indicator for the 1999-2000 FY is estimated to average Ac540/kg due to stronger economic growth in some magjor
European markets, South Korea and Chinese Taipe and the continued reduction in wool supply.
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The following table demongtrates the dramatic fal in wool prices faced by most Austraian wool growers following the
peak achieved in 1987/88. (Note: figures quoted are for the July/June financid year).

Y ear Market Indicator (1) | Annual Percentage
(A¢/kg clean) I ncr ease/(Decr ease)
1975/76 233 na
1980/81 411 na
1985/86 534 na
1986/87 626 17
1987/88 1,003 60
1988/89 980 2
1989/90 870 (11)
1990/91 657 (24)
1991/92 557 (15)
1992/93 519 (7
1993/94 547 5
1994/95 788 44
1995/96 619 (21)
1996/97 650 5
1997/98 705 8
1998/99 (s) 525 (26)
1999/2000 (f) 540 3

(1) The Eastern Wool Market Indicator (EMI) isaweighted average across the 15 categories, each comprising 11

representative types, which are sold in eastern Austradian sdlling centers. (s) estimate. (f) Forecas.

SOURCE: ABARE. Exchange Rate: A$1.53/US$1.00 7/21/99
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Cross Commodity Developments

Poor wool prices during CY 1998 were in contrast to stronger lamb prices. Returns from lamb production are forecast
by ABARE to continue to be more favorable than wool production. Satisfactory sheepmest prices and continued
modest prospects for the beef industry should limit any transfer of resources from sheep to beef production.

The low salvage vaue of sheep and the comparatively high capita cost of cattle dso helps reduce the transfer of
resources from sheep to cattle.

The Audrdian grain industry has enjoyed a favorable sart to the 1999-2000 production year however low global
prices will limit any further transfer of resources between wheat and sheep production. Post believes that the mgority
of the transfer of resources between wool and grain production has occurred in recent years.
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Consumption

Prices

[Prices Table

ICountry Audrdia

ICommodity Sheep -

Sdeyard
Prices

|Pricesin Aus cents per uom KG

Y ear 1998 1999] % Change
Jan 178 223 25.28%
Feb 183 231 26.23%
Mar 175 228 30.29%
Apr 181 228 25.97%
May 203 219 7.88%
Jun 200 -100.00%
Ql 186 -100.00%
Aug 149 -100.00%
Sep 158 -100.00%
Oct 162 -100.00%
Nov 178 -100.00%
Dec 188 -100.00%

|Exchange Rete 1.53|Locd

currency/US
$
Source: ABARE

The returns for prime lambs are forecast by ABARE to increase by two percent during 1999-2000 after increasing by
three percent during the previous year. The price increase reflects strong demand for lamb on both domestic and

export markets.

Post believes that the mgority of the reduction in the sheep flock has aready occurred and forecasts that the expansion

in second cross lamb production and exports will continue due to relatively better price prospects.

MLA forecasts that lamb production increased by two percent during CY 1999 ,and will increase by afurther three
percent during CY 2000. Thusthey forecast that exportswill continue to margindly increase due to the rdative
profitability of lamb production compared to wool production.
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ABARE forecagts that lamb exports will decrease in the medium term due to faling lamb production which reflects a
forecast continued decrease in the Audtraian flock in the medium term. ABARE fed s that the eroson of sheep
numbers in the whesat/sheep zone, which can produce prime lambs, will reduce the production base for prime lambs.

In contrast MLA forecast that lamb production will be steady in the medium term with MLA fed that the sheep flock
will bottom out in CY 1999 and gradudly increase in the medium term.

Saleyard prices for mutton sheep are forecast by ABARE to decrease by around three percent during FY 1999-2000
due to increased sales of mutton. The rdlative atractiveness of mutton returns and improved seasond conditions have
encouraged producers to increase the turnoff of adult sheep.

The MLA forecagts that sheep daughter levelswill reach 15.6 million head during CY 1999, up margindly from the
previous year, and will fall by around one percent in CY 2000 due to an increase in live sheep exports and a modest
dart to flock building .
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Trade
Export Trade Table
Export Trade
Matrix
|Country Audrdia Units [HEAD
[commoxity Animal Patial Begin |Jan

Numbers,

Sheep

Patid End |[May

|Exportsfor: 1997 1998 1998 1999

Full Full Partia |Partial
[U.S. 10 0 0 0
|Others
|Kuwa't 1037248 1433996 565458 536927
luaE 1710746 1288508 614936 428728
Jordan 658179 836964 286640 565629
[Oman 653675 476445 218945 175000
|Bahrain 381200 399740 135500 175110
|Qatar 363696 361538 149107 93572
|M exico 166868| 83579 40816 54100
| ebanon 51752 51211 16269 37486
|Egypt 55209 38031 33031 108770
Singapore 25726 27490 13160 16461
Total for Others 5104299 4997502 2073862 2191783
[Others not Listed 117524 52719 29246 81590
|Grand Totd 5221833 5050221 2103108 2273373
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Import Trade Table
Import Trade
Matrix
|Country Audrdia Units. |[HEAD
[commodiity Animd Partiad Begin |Jan

Numbers,

Sheep

Patid End |May

Imports for: 1997 1998 1998 1999

Full Full Partia |Partia
[U.S. 0 0 0 0
|Others
[New Zedand 90 0 0 12
Totd for Others 90 0 0 12
[Others not Listed 0 0 0 0
|Grand Total 90 0 0 12

Overall Trade Trends

Austrdian live sheep exports are estimated to have decreased by three percent during CY 1998 due to decreasesin
exportsto the U.A.E. and Oman. The continued tight supply Stuation in Audtrdia due to a change in compostion of
the flock and strong mutton prices, and shipping congraints have aso helped push exports down.

Exports are forecast to increase by around four percent to 5.2 million head during CY 1999 due to an easing of
shipping congraints.

Exports to Kuwait increased sharply during CY 1998 which resulted in it becoming the largest export market for live
sheep. Theincrease in exports has resulted from the continued rebuilding of infrastructure an the economy since the
Gulf War.

Exports to the U.A.E. fell sharply during CY 1998 due to the closure of the cross border carcase trade between the
U.A.E. and Saudi Arabia. The U.A.E. traditionally buys heavy wethers but recently a strong trend toward lambs has
developed.

The Jordanian lamb market improved during CY 1998, however, the market continues to be highly regulated which
redrictstrade. Issues relating to livestock imports are being negotiated with some success. Recently aban on sheep of
over 40 kilogramswas relaxed. Other areas of concern are high import fees and charges and various shipping
regulaions and redtrictions. The introduction of a new Jordanian shipping vessd in 1998 has dleviated a previous

shortage of shipping capacity.
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Better access to shipping an increasing preference for younger sheep and strong domestic demand are expected to
result in exports to Jordan increasing to around one million head during CY 1999.

Oman, Bahrain and Qatar remain significant customers taking 476,455, 399,740 and 361,538 head respectively during
CY 1998.

Mexican imports increased from 75,000 head during CY 1996 to 167,000 head during CY 1997, however imports fell
to 83,579 head during CY 1998. Mexico'simports have been driven by loca flock rebuilding, following drought and
economic problems which resulted in a downsizing in the Mexican flock. The MLA forecads that tight monetary policy
islikely to squeeze credit availability for importers, dthough the continued gppreciation in the Mexican Peso will make
help make imports chegper. Mexican importsfor CY 1999 are forecast to remain close to the level achieved during
CY 1998.
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M eat, Lamb, Mutton and Goat

|PsD Table
|Country Audrdia
ICommodity Meat, Lamb, Mutton and Goat (1000 MT CWE)(1000
HEAD)
Revised 1998| Prdiminary 1999| Forecast 2000
Old New Old New Old New
Market Y ear Begin 01/1998 01/1999 01/2000

Saughter (Reference) 15697 30827 15500 31600 0 31800
IBeginning Stocks 4 4 4 4 0 4
Production 641 643 650 667 0 665
Intra EC Imports 0 0 0 0 0 0
|Other Imports 0 0 0 0 0 0
TOTAL Imports 0 0 0 0 0 0
TOTAL SUPPLY 645 647 654 671 0 669
Intra EC Exports 0 0 0 0 0 0
|Other Exports 323 337 335 336 0 332
TOTAL Exports 323 337 335 336 0 332
[Human Dom. Consumption 318 306 315 331 0 333
[other Use, Losses 0 0 0 0 0 0
TOTAL Dom. Consumption 318 306 315 331 0 333
|Ending Stocks 4 4 4 4 0 4
TOTAL DISTRIBUTION 645 647 654 671 0 669
[Caendar Yr. Imp. from U.S. 0 0 0 0 0 0
[caendar Yr. Exp. to U S 0 36 0 34 0 33
(NB. Conversion factor for CWE = 1.47)
Production
General

Tota sheep and goat meat production is expected to increase by four percent during CY 1999 to 667,000 MT. This
increase results from increased daughter levels which reflect more favorable seasona conditions and thus higher
daughter weights, and favorable returns. Higher daughter weights are aso supported by the trend towards producing
heavier lambs for the export trade. Modest flock building and reduced sheep numbers are forecast to result in total
production decreasing margindly during CY 2000. This decrease will be concentrated in the mutton sector aslamb
production will continue to increase. The effect of the US decison to introduce a tariff rate quota on Austrdian and
New Zedand lamb imports may result in the growth in Audralian lamb exports saling. Australian lamb producers have
tallored the production of larger lambs to this market dueit’s rlative profitability compared to other markets.
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Lamb production is forecast to increase by two percent during CY 1999 due to improved seasond conditions, and an
increase in daughterings and daughter weights. Underpinning thisincrease is an increase in the number of specidist
lamb producing flocksi.e. these flocks are made up of first cross ewes, and an increase in the number of ewes mated to
NON-merino Sres.

Consumption

Prices

The returns for prime lambs are forecast by ABARE to marginaly increase during 1999-2000 after increasing by a
smilar amount during the previous year. The price increase is due to strong demand for lamb on both domestic and

export markets. Price competition from beef and pork is expected to ease on the domestic market during the 1999-
2000 FY.

Price Table

[Prices Table

ICountry Audrdia

ICommodity Meat, Lamb,

Mutton and
Goat

|Pricesin Aus cents per uom KG

Y ear 1998 1999] % Change
Jan 692 710 2.60%
Feb 692 710 2.60%
Mar 692 710 2.60%
Apr 703 727 3.41%
May 703 727 3.41%
Jun 703 727 3.41%
Ql 699 -100.00%
Aug 699 -100.00%
Sep 699 -100.00%
Oct 691 -100.00%
Nov 691 -100.00%
Dec 691 -100.00%

|Exchange Rete 1.53|Locd

currency/US
$

Source Austrdian Bureau of Statistics
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Trade
Export Trade Table
Export Trade
Matrix
|Country Audrdia Units MT
[commoxity Mest, Lamb, Patial Begin |Jan

Mutton and

Goat

Patid End |[May

|Exportsfor: 1997 1998 1998 1999

Full Full Partia |Pertial
[U.S. 27335 36039 16069 13378
lothers
South Africa 30699 32945 15239 17802
Saudi Arabia 21331 20031 8231 8674
Papua New 19406 17573 5929 8543
Guinea
Japan 20885 17062 7715 6899
[Mexico 12139 16916 6748 7429
Tawan 18175 16631 5395 5556
{United Kingdom 11158 12894 4826 5571
luae 9773 12298 5417 5287
Singapore 8542 8297 3159 3421
[Mdaysa 7753 7563 3225 3373
Total for Others 159861 162210 65884 72555
[Others not Listed 46545 49714 22810 22693
|Grand Tota 233741 247963 104763 108626
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Import Trade Table
Import Trade
Matrix
|Country Audrdia Units. MT
[commodiity Met, Lamb, Partiad Begin |Jan

Mutton and

Goat

Patid End |May

Imports for: 1997 1998 1998 1999

Full Full Partia |Partia
[U.S. 0 0 0 0
[others
Audrdia 13 74 46 0
[New Zedand gl 11 11 184
Taiwan 0 8 8 0
Tota for Others 21 93 65 184
|Others not Listed 0 0 0 0
|Grand Total 21 93 65 184

Overall Trade Trends

Demand for mutton on the export market islargely determined by its price relative to other low price bulk protein
sources such as beef, chicken and buffalo. Audtraian exports of mutton increased by four percent during CY 1998 due
mainly to asharp fdl in the Audrdian dollar. Normaly afdl of this magnitude would result in alarger increase in export
volumes however the increase was limited by the fal in available mutton supplies, an increase in sheep prices and strong
global competition from low priced beef and pork. Exports of mutton are forecast to increase by two percent in CY
1999 due to increased mutton supply reflecting favorable seasond conditions and favorable prices due to strong export
demand. Mutton exports are forecast to decrease by three percent during CY 2000 due to reduced sheep daughter
reflecting modest flock building and increased live sheep exports.

Mutton exports to north Asiadecreased during CY 1998 due mainly to the Asian export crisis. Surprisingly other
Asan degtinations maintained purchases. While Japan remains the mgjor regiona export destination, exports have been
fdling since the early 1990's due to an increase in the supply of lower priced meat subgtitutes. Thistrend islikely to
continue while mutton remains a reletively high prices.

The mgority of mutton exported to North Asiais frozen boneless meat used for further processing, typicaly used in
inexpensive medls such as burgers, sausages, mince and meat balls.

Tawan is one of the largest markets for Augtrdian mutton accounting for nearly 13,000 MT during CY 1998, down
dightly on the level achieved during CY 1997. The decrease in exports was due to economic problems during the yeer.
The FMD problemsin Taiwan assisted mutton exports which directly compete with pork in the processing industry.
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Exports are expected to display modest growth during CY 1999.
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Audrdian mutton has established a strong position in the South African market Snce trade sanctions were lifted in the
late 1980's. While exports have displayed dramatic volume fluctuations, South Africaremains avery important market.
Continued income growth increased demand for megt products among lower income groups. Any reduction in the
current 40 percent import tariff will Sgnificantly increase exports to this market.

The Middle East is an important market for mutton with price being the mgor limiting factor. Importerswill quickly
subgtitute mutton for chicken or beef if the price dictates. Export conditions during CY 1997 and 1998 have improved
dueto the devaduation of the Audralian dollar. Export levels are expected to remain around current levels during CY
1999 due to a competitive Austraian dollar, reduced EU beef subsidies and rising world beef prices. Saudi Arabia
remains the mgor regiond export market.

Mutton exports to North America have increased in recent years. Exports to the US increased by sharply during CY
1998 due to the depreciation in the Austrdian dollar and areduction in domestic supplies. Increased imports of mutton
into the USin recent yearsisjudged by MLA to have dso been affected by the abolition of the US Meat Import Law
and the lowering of US duties on mutton. While exports for the first five months of CY 1999 are well down on the
previous year the recent imposition of atariff rate quota on Austrdian and New Zedand lamb imports may see some
substitution between lamb and mutton due to the relaive price advantage. Demand from Mexico has been improving in
recent years with imports increasing by over 20 percent during CY 1998 due to improved economic conditions.

Exports of Lamb increased during CY 1998 by 13 percent due to strong export demand, which was assisted by a
weaker A$, and an increase in supply. Flock numbers have decreased sharply since CY 1990 and the composition of
the flock has dso changed. The production of second cross lambs hasincreased. A recent survey indicates that
producers planned to sell ahigher proportion of first and second cross lambs. Increase second cross lamb production
will increase the number of heavier lambs amed primarily at the export market. Lighter firgt cross lambs have in the past
been produced as a by-product of wool production.

Lamb exports are forecast to increase marginally during CY 1999 however the effect of the US decison to introduce a
TRQ on Audrdian and New Zedand lamb imports may see the growth in lamb exports gall.

The export market for lamb has diversified in recent years with growth occurring in awide variety of markets. The US
market has however emerged as the mgjor market for lamb exports in both volume and more importantly value terms.
The Pecific Rim, South Africa, the Middle East, the UK and Mexico are dso important markets. During CY 1998
exportsto the U.S. increased by 30 percent in volume and 18 percent in value. Around 50 percent of Audtrdian lamb
sold on the North American market is chilled and sold through retall markets and the higher end of the food service
indugtry. Audrdian lamb exports to the US for the firdt five months of CY 1999 are running dightly ahead of the
comparable period for the previous year thus total exports to the US are forecast to be dightly higher during CY 1999.
Exports from July 22, 1999 will be subject to the recently implemented import tariff rate quota. Whileit is unclear how
the nine percent tariff will affect Ausgtrdian exportsto the USit ssemslikely current US prices will see the quotafilled.
It appears that exports to the high price end of the market have potential to increase at the expense of lower priced
product. The digtribution of the quota among processors will affect the future export mix.

Papua New Guineais the second largest market for Austrdian lamb taking 10,159 MT during CY 1998. The mgority
of trade to this market islow value brisket and flap product.
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Exports to South Africaincreased by four percent during CY 1998 and have more than doubled snce CY 1995. This
reflects a shortage of domestic stock, due to flock rebuilding, and growth in local consumption due to increasing
incomes and living standards in poor areas. While exports have increased it has been &t the lower end of the scae.
The 40 percent tariff on al red meet importsisamgor limiting factor in regard to increased salesto this market.

Exports to the UK increased modestly from 5,709 MT in CY 1997 t0 6,873 MT in CY 1998. Exportstothe EU are
congtrained by the annua sheepmest quota of 18,650 MT. The proportion of lamb in this quota has increased from 34
percent in CY 1995 to 47 percent in CY 1998. Thistrend is expected to continue. MLA indicatesthat the
development of a chilled lamb market would help maximize the EU quota. Currently the vast mgority of exports to the
UK are frozen product.

Lamb is not commonly used in Asan cuisne and lamb production in these countriesis virtudly non-exisent. Thus
Adan countries rely heavily on importsfor their lamb supplies.

Exports to Japan have displayed a downward trend in recent years. Exports decreased by six percent during 1998 to
3,951 MT due mainly to adeclinein salesto the high end of the food service sector. Very little lamb is sold through the
retail sector in Japan with the mgority going to the food service sector.

Exports to Mexico increased by 88 percent during CY 1998 dueto afal inloca production reflecting flock rebuilding.
Growth in the Mexican economy has aso hel ped increase demand for exports. Exportsto Mexico are expected to
continue to increase during CY 1999.

Trade matrix figures do not match PS& D figures as PS& D figures are recorded in carcass weight while trade matrix
figures are recorded in shipped weight. The conversion factors used to convert mutton and lamb from shipped weight
(product weight) to carcass weight (CWE) are 1.47 and 1.12 respectively.
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Marketing
General

The USlamb indudtry filed a petition for import relief under section 201 with the US Internationa Trade Commission
on September 30, 1998. Subsequently the US ITC found that the surge of lamb imports from Australiaand New
Zedand are asubstantial cause of threat of seriousinjury to the US industry.

This finding was followed by a decision by Presdent Clinton to provide import relief and domestic assistance for the
US lamb industry from the July 22, 1999. The import relief isin the form of a Tariff Rate Quota (TRQ) which will last
for three years. The quota, within quotatariff and the above quota tariff appear in the table below.

(MT) TRQ Allocated In-Quote Above Quota
Quantity Tariff Tariff
Year 1, Audrdia 17,140 9% 40%
Year 2, Audrdia 17,601 6% 32%
Year 3, Audrdia 18,062 3% 24%
Year 1, New Zedand 14,482 9% 40%
Year 2, New Zealand 14,871 6% 32%
Year 3, New Zealand 15,261 3% 24%
Year 1, Other 230 9% 40%
Year 2, Other 236 6% 32%
Year 3, Other 242 3% 24%

The President further directed the Adminigiration to develop an effective ass stance package for the domestic lamb
indudtry. It will include funding for productivity improvements, market promotion, anima health, and domestic
purchases.

The USITC will conduct areview after 18 months at which time specific benchmarks must be achieved by the industry
regarding improved competitiveness.

The Augtrdian Government recently announced an assistance package in response to the US TRQ. The package
includes refunding the equivaent of haf of the transaction levy paid on lamb sdesfor up to two years and the
establishment of a Lamb Industry Development Program worth up to A$3 million per year. This grant based program
will be available to individua processors, including boning room operators, and to groups of producers. These
initiatives am to enhance industry performance; improve lamb qudlity; build demand for lamb; develop infrastructure
(including parts of the lamb processing sector), and to encourage on-farm productivity and innovation.
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Animal Numbers, Swine

|PsD Table
|Country Audrdia
|commodity Animd (1000
INumbers, HEAD)
Swine
Revised 1998| Priminary 1999| Forecast 2000]
Old New Old New Old New
Market Y ear Begin 01/1998 01/1999 01/2000

TOTAL Beginning Stocks 2600 2600 2600 2600 0 2600|
Sow Beginning Stocks 306 306 303 303 0 306
|Production (Pig Crop) 5049 5060 4956 4986 0 5001
Intra EC Imports 0 0 0 0 0 0|
[other Imports 0 0 0 0 0 |
TOTAL Imports 0 0 0 0 0 ol
TOTAL SUPPLY 7649 7660 7556 7586 0 7601
Intra EC Exports 0 0 0 0 0 0|
|Other Exports 1 1 1 1 0 1
TOTAL Exports 1 1 1 1 0 1
Sow Saughter 0 0 0 0 0 0
|OTHER SLAUGHTER 5048 5059 4955 4985 0 5000
Total Saughter 5048 5059 4955 4985 0 5000
[Loss 0 0 0 0 0 |
|Ending Inventories 2600 2600 2600 2600 0 2600|
TOTAL DISTRIBUTION 7649 7660 7556 7586 0 7601
[Caendar Yr. Imp. from U.S. 0 0 0 0 0 0]
|caendar Yr. Exp.toU.S, 0 0 0 0 0 ol
Production
General

The Audrdian pig industry has undergone significant restructuring in recent years. The number of pork producers has
decreased from just under 40,000 in 1970 to less than 3,150 at present.

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #A0034 Page 47 of 64

Pigmest prices have increased markedly since the price dump during April through July 1998 due to increased exports
and a decrease in domestic supply. Supply and demand are finely baanced with recent increases in exports sharply
boosting prices. While exports have increased, imports have aso increased a asmilar rate. Anincrease in domestic
consumption has resulted from the increase in the price of competing meats. Continued low feedgrain prices, which
comprises the mgor input cost in pork production, has resulted in the level of production remaining high. Imports
decreased during CY 1998 due to depressed domestic prices and the sharp devauation in the Austraian dollar during
1998.

The problems experienced by the pig industry during CY 1998 resulted from expanding production, due to favorable
prices and low grain prices, and the opportunity to increase exports to Japan following the outbreak of FMD in Taiwan.
The lag in the increase in production meant that increased production occurred as globa prices were faling and imports
wereincreasng. In December 1997 the prices that pig producers received fel, which was the reverse of usud trend
around Chrismas. This resulted in an overhang of supply in the market. Retail prices for pigmest did not fal in
response to faling sdeyard pricesfor pigs.

The crissin the industry has seen heated debate in the media which has focused on the role of pork importsin the
downturn. The Austrdian Government responded with a package of assstance to the industry (See Trade section).

Many of the producers that have left the industry were smal non-speciadist producers which means that a decreasing
number of producers are involved in mixed enterprisesi.e. deriving their income from amixture of farming and/or
grazing activities. There are only around 580 enterprises with more than 100 breeding sows. One percent of pig
producers have more than 1,000 sows. These producers accounted for around 40 percent of sowsin July 1998.

Around 40 percent of pig meset is consumed in the fresh market with the remaining 60 percent being used in processed
mest i.e. ham, bacon, and a small amount in small goods. The market pesks for bacon in winter, when monthly
consumption is 40 percent higher than in summer, while the market pesk for hamsis a Christmas with December sdes
400 percent higher than in the other 11 months.

Latest ABARE estimates indicate that sow numbers decreased during 1998-99, but are forecast to increase by one
percent during 1999-2000. This growth is due to continued low feed costs and higher saleyard returns. In the medium
term daughter weights are expected to increase due to improved feed conversion ratios, better genetics, and superior
anima husbandry techniques, e.g. production per sow, management and production technology, and the production of
larger leaner pigs. The production of leaner pigsis areaction to consumer demand for aleaner, low fat product.

Sdeyard prices are forecast by ABARE to increase by four percent in 1999-2000 due to higher world prices,
enhanced export opportunities and continued low grain prices.
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Trade

Export Trade Matrix

Export Trade
Matrix
|Country Audrdia Units [HEAD
[commoxity Animal Patial Begin |Jan

Numbers,

Swine

Patid End |[May

|Exportsfor: 1997 1998 1998 1999

Full Full Partia |Partial
[U.S. 20 18 0 0
lothers
The Philippines 2782 1236 482 0
|Hong Kong 30 170 0 30
Papua New 0 17 17 0
Guinea
Solomon Idands 0 6 6 0
Totd for Others 2812 1429 505 30
|Others not Listed 174 0 0 16
|Grand Totd 3006 1447 505 46

Import Trade Matrix

Import Trade
Matrix
|Country Audrdia Units |[HEAD
[commodity Animd Patiad Begin |Jan

Numbers,

Swine

Patid End |May

Importsfor: 1997 1998 1998 1999

Full Full Partia |Partia
[U.S. 0 0 0 0
[others
Tota for Others 0 0 0 0
|Others not Listed 0 0 0 0
|Grand Tota 0 0 0 0
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Meat, Swine
|PsD Table
|Country Audrdia
ICommodity Mesat, Swine (1000 MT CWE)(1000
HEAD)
Revised 1998| Prdiminary 1999| Forecast 2000
Old New Old New Old New
Market Y ear Begin 01/1998 01/1999 01/2000

Saughter (Reference) 5048 5059 0 4985 0 5000
IBeginning Stocks 0 0 0 0 0 0
Production 357 356 353 353 0 360
Intra EC Imports 0 0 0 0 0 0
|Other Imports 10 7 9 18 0 19
TOTAL Imports 10 7 9 18 0 19
TOTAL SUPPLY 367 363 362 371 0 379
Intra EC Exports 0 0 0 0 0 0
|Other Exports 12 13 12 18 0 20
TOTAL Exports 12 13 12 18 0 20
[Human Dom. Consumption 355 350 350 353 0 359
[other Use, Losses 0 0 0 0 0 0
TOTAL Dom. Consumption 355 350 350 353 0 359
|Ending Stocks 0 0 0 0 0 0
TOTAL DISTRIBUTION 367 363 362 371 0 379
[Caendar Yr. Imp. from U.S. 0 0 0 0 0 0
[caendar Yr. Exp. to U S 0 0 0 0 0 0

(NB. Conversion factor for CWE
Production

General

= 1.25)

Pig mest production is estimated by ABARE to have decreased by one percent during 1998-99 due to decreased
daughterings reflecting lower sow numbers and decreased profitability in the industry in CY 1998. Production is
forecast to increase by two percent during 1999-2000. This reflects increased sow numbers, and increased daughter
levels, due to an increase in profitability.
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Consumption

Price Table

[Prices Table

ICountry Audrdia

ICommodity Mest, Swine

|Pricesin Aus cents per uom KG

Y ear 1998 1999] % Change
Jan 795.48 778.08 -2.19%
Feb 795.48 778.08 -2.19%
Mar 795.48 778.08 -2.19%
Apr 765.55 -100.00%
May 765.55 -100.00%
Jun 765.55 -100.00%
Jul 770.42 -100.00%
Aug 770.42 -100.00%
Sep 770.42 -100.00%
Oct 763.46 -100.00%
Nov 763.46 -100.00%
Dec 763.46 -100.00%

|Exchange Rete 1.53|Locd

currency/US
$
Source: ABS
Utilization

ABARE forecasts that Austrdian per capita consumption of pig meset increased by two percent to 19.1 kg/year during
the 1998-99 FY dueto it’ srelative price advantage compared to lamb and beef. An increase in the price of pork
during the 1999-2000 FY and continued intense competition from chicken is forecast to result in a one percent
decrease in pork consumption to 18.9 kg/year.

The Augrdian Pork Corporation (APC) continues to run marketing campaigns which includes in-store demonstrations,
butcher education, taste-tests, consumer studies, point-of-sale merchandising, recipes, and nutritiond information. The
APC isdso working with the National Heart Foundation which has endorsed 13 different cuts of pork as being
nutritionaly beneficid, eg. low in fat and choleteral.

The APC has teams of promotion officers that give presentations to butchers regarding new pork cuts, how to achieve
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ahigher yield from a carcass, how to add vaue to pork (e.g. marinated cuts of pork), etc.
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Trade
Export Trade Table
Export Trade
Matrix
|Country Audrdia Units MT
ICommodity Mest, Swine Patid Begin [Jan
Patid End |[May

|Exportsfor: 1997 1998 1998 1999

Full Full Partia |Pertial
[U.S. 35 79 51 14
lothers
Japan 2956 4383 2039 2011
[New Zedand 1090 2450 898 769
|Russ'a 1427 1431 888 68
|Germany 848 1067 287 437
[France 937 855 89 405
|Hong Kong 183 734 127 449
The Netherlands 269 569 217 211
|Rep. of Korea 134 489 82 178
The Philippines 228| 398 30 283
Tawan 0 114 20 23
Totd for Others 8072 12490 4677 4834
[Others not Listed 972 851 234 2008
|Grand Total 9079 13420 4962 6856
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Import Trade Table

Import Trade

Matrix
|Country Audrdia Units. MT
ICommodity Mest, Swine Patid Begin [Jan

Patid End |May
Imports for: 1997 1998 1998 1999
Full Full Partia |Partia

[U.S. 16 0 0 0
|Others
[canada 8784 7450 2151 7101
Audrdia 0 1 1 0
|Denmark 0 0 0 400
Tota for Others 8784 7451 2152 7501
[Others not Listed 4 0 0 0
|Grand Total 8804 7451 2152 7501
General

Audtraiatraditiondly has been asmal exporter of pork. However, exports increased strongly during CY 1997 and
1998 dueto an increase in exports to Japan which was assisted by the FMD outbresk in Taiwan. Augtrdiaaso
increased exports to Russia and Germany (the vast mgority of exports to Germany and other European countries are
wild boar). Other mgor export destinations during CY 1998 were New Zedland, Hong Kong, the Netherlands,
Korea and the Philippines. Austraian exports of pork are forecast to increase again during CY 1999 due to continued
strong exports to Japan and the recent sharp increase in exports to Singapore (which are running at 1,592 MT for the
firg five months of CY 1999 compared to 55 MT for CY 1998) due to the Nipah pig virus which swept through
Maaysaearly in CY 1999. The Pork Research and Development Corporation (PRDC) projects that this market
could be worth as much as A$200 million per year when pork consumption recoversto the levelsin existence before
thevirus scare.  Exports to Hong Kong for the first five months of CY 1999 have aso shown strong growth and are
expected to continue to grow during the rest of the yesr.

The Audtrdian pork industry has recently experienced a sharp reduction in profitability which has resulted in hested
debate in the Augtrdian media focusing on the role of pork imports in the current downturn. The Augtraian Government
responded with a A$19 million assstance package. It dso initiated a Productivity Commission study into industry
complaints againg increased imports and whether pig farmers were suffering materid harm from trade liberdization and
thus should receive safeguard protection under Article 19 of the WTO (see report AS8031 and AS8035). The
assistance concentrated on improving the: efficiency of the processing sector ; the business kills of individua growers,
and, international competitiveness of the export sector of the industry.
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Audtrdia has permitted pork imports from Canada since 1990, following a favorable investigation by the Audtrdian
Quarantine and Inspection Service (AQIS). Thisled to imports increasing from around 600 MT in CY 1990, to over
8,804 MT during CY 1997. Importsduring CY 1998 decreased by around 15 percent due to the sharp fall in the
Audrdian dollar and the large decrease in domestic pig meset prices.  Imports have rebounded during the first five
months of CY 1999 atrend which is expected to continue for the remainder of the year. The increase in imports
reflects astronger Audtrdian dollar, higher domestic prices, and an increase in exports which has reduced domestic

supply.

The Productivity Commission report was reeased in November 1998 and included a number of options that the
Government could use to assist the pork industry. The Commission decided againgt recommending any quantitative
measures and instead suggested that a 10 percent ad valorem tariff (reduced to five percent after one year and zero
after two years).

The Government considered this advice and decided not to introduce a tariff or aquota. Instead A$5 million was
alocated to a Pork Producer Export Program (PEPP) which aims to assist unprofitable producers out of the industry.
This brings the assistance package for the pork industry to A$24 million dollars.

The imports have been dl bondess and mainly legs or middles. The Audtrdian industry maintains that while the import
volumeis smdl, the imports have led to processors reducing purchasesin the norma dow period, beginning in fdl,
when producers usudly store hams for Chrissmas. They claim processors can now make up the mgority of the shortfal
later in the year with Canadian imports.

The Audtraian Pork Corporation indicates that to covert PWE to CWE equivaent they use 0.8 for exports (which are
mainly carcasses) and 0.56 for imports as they are mainly legs.

Marketing

General

The APC marketing and promation program includes: media advertisng including, televison, magazines and trade
press, promotional materias, posters, brochures and legflets; presentations and training sessions for various sectors,

including retailers, the food service industry and educationd authorities; and, public relations activities, amed at
obtaining favorable editorid coverage about pork in mediawhich are most influentia with consumers.
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Hides & Skins, Bovine

|PsD Table
|Country Audrdia
ICommodity Hides & Skins, Bovine (1000 MT)(1000 PCS)
Revised 1998| Prdiminary 1999| Forecast 2000
Old New Old New Old New
Market Y ear Begin 01/1998 01/1999 01/2000
[Beginning Stocks 10 0 0 0 0 0
|Production INnMT 172 170 166 160 0 158
[Production In Pieces 9356 9330 9000 8750 0 8550
Intra EC Imports 0 0 0 0 0 0
|Other Imports 5 5 9 8 0 10
TOTAL Imports 5 5 9 8 0 10
TOTAL SUPPLY 187 175 175 168 0 168
Intra EC Exports 0 0 0 0 0 0
|Other Exports 140 111 125 115 0 112
TOTAL Exports 140 111 125 115 0 112
[Domestic Consumption 47 64 50 53 0 56
|Ending Stocks 0 0 0 0 0 0
TOTAL DISTRIBUTION 187 175 175 168 0 168
[Cdendar Yr. Imp. from U.S. 0 0 0 0 0 0
|caendar Yr. Exp.to U.S. 0 0 0 0 0 0

(NB. - MT piece conversion = 20.2)

Production

General

Audrdian cattle hide production ranges from 7 to 8 million hides annudly of varying breeds, sze and qudity. At
present approximately 80 percent are exported in a preserved (salted) condition prior to tanning. Japan, Italy, Hong
Kong, Thailand and Chinaare the mgjor destinations.

The Audrdian tanning indudtry is expanding. Recent developments include the establishment of a hide improvement
scheme which will hep further expand the loca industry.  The hide improvement scheme should help dleviate the
problem which has existed in the past where some Ausdtradian skins have been downgraded due to damage from horns,
barbed wire, fire brands, ticks, damage during transport and carel ess abattoir remova. When producers begin to
receive a premium for producing a superior product they will take more care and the overal qudity of production will
increase. Producers can currently expect to receive about 15 percent of the animals vaue from the hide.
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Hides and skins are congdered the most financidly important by-products from the Austrdian livestock industry with

Audrdian cattle hide exports amounting to gpproximately A$500 million annudly.

Consumption

Price Table

[Prices Table

|Country Audrdia

|commodity Hides &

Skins, Bovine

|Pricesin AUD per uom |HIDE

Y ear 1998 1999] % Change
Jan 45 43 -4.44%
Feb 42 40.5 -3.57%
Mar 45 35 -22.22%
Apr 47 39 -17.02%
May 46.5 38 -18.28%
Jun 46 -100.00%
Jl 46.5 -100.00%
Aug 49 -100.00%
Sep 51 -100.00%
Oct 44 -100.00%
Nov 46 -100.00%
Dec 44.5 -100.00%

|Exchange Rete 1.53|Locd

currency/US
$

Note: Pricesarein Audtraian dollars per hide on the N.SW. market in the weight range 201-240 kg.
Source: Meat & Livestock Audrdia
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Trade

Export Trade Table

Export Trade

Matrix
|Country Audrdia
|commodity Hides &

Skins, Bovine

Time period Jan - Dec Units MT
[Exportsfor: 1997 1998
lus. 114)u.s. 25
[others Others

Japan 24640|Itay 14781
Italy 10698|Japan 12908
[Hong Kong 6800|China 8345
Thailand 5434 Thailand 7536
Tawan 5106]Hong Kong 7341
Indonesa 4131)South Africa 5486
[China 2326|Tawan 3033
South Africa 1818]Indonesa 1518
|Rep. of Korea 1015|Brazil 554
[France 540|France 499
Totd for Others 62508 62001
[Others not Listed 52078 49259
|Grand Totd 114700 111285
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Import Trade Table
Import Trade
Matrix
|Country Audrdia
[commodiity Hides &

Skins, Bovine
Time period Jan - Dec Units MT
Importsfor: 1997 1998
lU.S. OjU.S. 13
|Others Others
[china 5703|China 4774
Thaland 1483|Papua New 249

Guinea

|INew Zedand 680|New Zedand 90
Papua New 222|Audrdia 16
Guinea
Audrdia 200]Fiji 2
South Africa 137|Ghana 0
\Vanuatu 68]United Kingdom 0
[New Cdedonia 27
|Denmark 1
IMexico 0
Total for Others 8521 5131
[Others not Listed 0 0
|Grand Total 8521 5144
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By-Products, Tallow & Grease

|PsD Table
|Country Audrdia
|commodity By-Products Tallow & Grease (1000 MT)

Revised 1998| Prdiminary 1999] Forecast 2000

Old New Old New Old New
Market Y ear Begin 01/1998 01/1999 01/2000

[Beginning Stocks 48 0 54 0 0 0
|Production 466 560 448 550 0 540
Intra EC Imports 0 0 0 0 0 0
|Other Imports 0 0 0 0 0 0
TOTAL Imports 0 0 0 0 0 0
TOTAL SUPPLY 514 560 502 550 0 540
Intra EC Exports 0 0 0 0 0 0
|Other Exports 360 357 350 350 0 340
TOTAL Exports 360 357 350 350 0 340
|Domestic Consumption 100 203 105 200 0 200
|Ending Stocks 54 0 47 0 0 0
TOTAL DISTRIBUTION 514 560 502 550 0 540
[Calendar Yr. Imp. from U.S. 0 0 0 0 0 0
|caendar Yr. Exp.toU.S, 0 3 0 3 0 3
Production
General

The tdlow fat group of by-products consists of the various fat components which remain after rendering (both liquid
and solid) and amount to approximately five percent of the carcass weight.

Audrdian tdlow production is generdly around 550,000 MT per year dthough it varies with the daughter rate. The
quality of tallow will continue to be determined by the raw materials used in the rendering process. Raw materias vary
according to changesin the ratio of mixed abattoir materid to boning materid and changes caused by the inclusion of
other solid waste. There are two toll tallow processors. Tdlow is priced on the US market and is sold by atender
sysem i.e. buyerstender for supply. Tdlow competes with oils such as pdm ail in various uses.
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Around 350,000 MT of al tallow production is exported as raw product, the remaining 200,000 MT being directed
into awide range of domestic uses. The mgor domestic use (42 percent) isfor edible talow in the form of deep frying
fagoils, shdlow frying fatsoils, sdad oil and margarine. It is estimated that sdes of fats and oils amounted to A$122
million in 1994/95 and frying ails (which are 100 percent tallow) accounted for 72 percent of these sdles. The mgor
end user isthe fast food/take away industry while othersinclude restaurants, hotel/motels and clubs. Totd annud
purchases of tallow for food usage are gpproximately 70,000 MT, 25,000 MT which are exported, asfat and dils, ina
vaue added form.

Soap and oleo chemicals account for 27 percent of domestic usage, of which around 10,000 MT are used for soap
production while oleo chemicd production uses gpproximatey 35,000 MT. Oleo chemicds, e.g. oleic acid, glycerine
and didtilled fatty acids, are made entirdly of tallow. Austrdiahas only one oleo chemica manufacturer which exports
about 70 percent of the finished product, with Japan being the mgor destination.

The pig and poultry industries use around 40,000 MT of talow each year in feed rations, accounting for 24 percent of
domedtic tallow usage. The remaining seven percent, or gpproximately 12,000 MT of domestic tallow isused in pet
food production.

In export markets Audtrdiais asgnificant supplier of talow to Taiwan, Pakistan, China, South Africa, and Egypt.
Consumption of tallow in China continues to grow a arapid rate. Australiaand New Zedand had previoudy
dominated this market however increased demand for talow has created an opportunity for the US to supply alarge
part of the Chinese market.
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Trade
Export Trade Table
Export Trade
Matrix
|Country Audrdia
ICommodity By-Products,

Tdlow &

Grease
Time period Jan - Dec Units MT
[Exportsfor: 1997 1998
lus. ou.s. 3023
|Others Others
lchina 65654| Taiwan 53283
Tawan 50343|Pakistan 49429
|Pakistan 46996|China 48457
South Africa 28653|South Africa 48454
Iran 15960|Egypt 42042
[Egypt 14889|Bangladesh 18666
[Rep. of Korea 13110|Mozambique 17548
[Bangladesh 11522|sii Lanka 16300
[Mozambique 11106|Kenya 13757
Sri Lanka 9808| The Philippines 8035
Total for Others 268041 315971
[Others not Listed 44654 38613
|Grand Total 312695 357607
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Import Trade Table
Import Trade
Matrix
|Country Audrdia
ICommodity By-Products,
Tdlow &
Grease
Time period Jan - Dec Units MT
Imports for: 1997 1998
[U.S. 0JU.S. 0
|Others Others
[New Zedland 144{Ausralia 20
Audrdia 1
Totd for Others 145 20
[Others not Listed 0 0
|Grand Total 145 20
UNCLASSFIED Foreign Agricultural ServicelUSDA



