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Foreword

For too long nowas farmers and researcherge have spen a lot of our time tryig to

increase our productivity by the smallest of incremewite the aim of increasing ouprofit

margins By the year 2050, e world population is expected to reanime billion people.

As the worldbés wealth increases so will the
for meat protein. Ching the worlds largest population currently standing at 1.38ob

peoplei s expected to $§mpustiopwhiechswsrentyisb.iB8 billion,dy a 6

the year 2035.China populationgrowth rate is expected to slow as it increases its G&P

capitab u t I ndi ads i s expect bighertaw adatavifl stiuggla® t o i |
reach the same increase in GDP per capit€lasa Between them they will account for

al most a third of Astalfaamemnatir d nthiketing backgoundnieis ray.
desire to understand the potential foegsl countries to produce enough food to feed
themselves, and discover where opportunities may arise for Australian broad acre farmers to

supply sectors of the markdiat they cannot successfully do themselves.

In line with the idea of producing graingha will be in demand for the future | wanted to
explore thepotentialon our farm for Durum wheatin four of the passix years our farnhas
produced Durum wheatDurum, once milledproduces emolina which is the key ingredient
for the production of dth pasta andouscous. Durum production in Western Australias
been quite small in comparisondar breadwheat varieties Part of the reason for this due

to soil constraints and our available varietlast a major contributing factds due tathe lack

of any real domestic marketing interest in tiSeate. | experienced frustratiomwhen we
produced durum wheat in 208Aowing this varietyvas in short supply tbughout the world
and was worth at the time bérvest $600/Tn and more again in 2G8& was worth $440/tn
and bothharvests are still sitting in our silos on the faa® unmarketable durum wheat and
look likely to be headed for the feed marké&the lack of production from W.A. led to very
little interest from the grain marketeesxdfor me, a desire tgearch for a marketTherefore
the second part of my Nuffield have taken a closer look at the Durum wheat market to

determinewhether it is asustainablalternativecrop.
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Executive Summary

The aim of this report is to understandhavexport orientated Australian broad acre farmers

should be growingn response to lenging export market dynamics. Farmers need to
understand the market signals coming out of the developing mark&tkimd and Irdia,

which account for a third of thamayponit@ads peo
swing in demand for certain agricultural commodities. The report also looks at the durum
wheat industry and gives an opinion ohavoutcomes are likelfor Australian farmersvho

are producing durum solely for export.

The report isalong term view into understanding the marketeawdrives them and where
our opportunitiesas farmerswill be into the future. It will also act as a guide as twvwour
industry needs to be focusing on with respect to directing our resesrcharketing our

grains for the benefits of growers.

| spent many weeks interviewing university researchers, industry representatives, Australian
trade officials, pasta manufactuserdurum millers,farmers, grain traders, governmental
policy advisors, grain marketers and agricultural analysts in order to form a consensus opinion
on wha the world will be eating in future decades and how IndiaGmdawill cope with the

demands.

Wha | learnt was ha as a commodity producer you can ride the roller coaster of market
prices as a result of simple supply and demand but the admission rules will always be the
same. A commodity producer needs to take part and produce at the lowdse pusts over

the largest economy of scalet fits your machinery and labour availability. Be prepased

the margin becomes unrealistic do thehardest thing of all which may be to drop a crop out

of the mix. Farmers must be observant in thisoér@bundant available information and take

the time to read market signals and adapt to llaeges.

Our cooperatively owned graimendling and marketing groups need to be actively sourcing
international partners to owrthe value ban from barley to malto beer as the world
consumes more alcohol through the Asia region orlasikg groundto the competitionand
exposing farmers taval companies whare doinghis. Our Industry partners and marketers

also need tdvave representation in India for opulse marketing and wheat sales previously
Vii



executed by AWB. There will be big opportunities from time to time in India and we need to

be there on the ground maintaining the relationship for when they exist.

The good news for farmers ieka we are growng a good mix of grains at the moment to
supply intoChinaand India. Our white winter wheat is tpeeferredchoice of wheat for

India. Chinais currently experiencing an increasing demand for edible oils like soy and
hopefully this will lead to an irrease in canola consumption as well. Tienesemarket is

the perfect market for olemergingGM canolaproduction. There are big opportunities for

our pulses to supply India. 1 think as farmers we can take more control over the way we
market these tlmugh accumulation and tendering direct to the Indian pro@meagencies

and not withstanding the added risks associated with international trade, this may allow

farmers to increase margins and effectively market our pulses positively and collectively.

More people from India an@hinaare experiencing higher incomes anith tha they are
demanding better sources of proteins by consuming more meat produwesgreater the
demand for meat, the greater the demand will be for feed grains to prbduceat and the
higher the floor pricehtat will be naturally set for wheat and barley. The general trend will be

an increase not so much for Australian sheep and beef but more so for poultry and pork meat.

While the durum wheat industry looked very atthae in 2007 as a more price sensitive
commodity with no substitute the reality is not so attractive. With more of the world looking
at growingmore durum and Australia producing surplus quantities for exptire durum
industry, at least in Western Ausitlia, looks unlikely to get off the groundithout some

better varieties and an additional 80 to 100 growers choosing to grow .dudomeverthe
intervention of a integratedChineseport based durum mill and dried pasta production
facility to supply theAsia pacific regiorcould dange thisandhas the potential for farmers to

own some of thevalueha n i f they follow the Dakota Gro
model The Australian market is too small and pasta is only one degree of separation from
being a commodity, and hencgsubject to the same rules of producing large volumes at the
lowest cost. Ifthosefarmers throughout Australiho produce durum for export fored a
cooperative and set up a facility @hing similar to wha the DakotaGrowe's RastaCo. did

in the USA with a fully integrated mill for the increasing convenience meal market then there
is great potential. Australian farmers could supply their grain to the mill and own the value

chan in wha maybecome a large market.
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Introduction

This report is aimed at giving an understanding of the wi®tlado largest market§hinaand
India, how they are lzanging and viaa effect this will have on broad acre food producers back
in Australia. It also takes on a Western Australian patspein regard to thelurum industry

and evaluates the potentialdfrumas an alternative cereal crop.

Already one in five people at€hineseand one in six are Indian. Over the next forty years
there is estimated to be almost three billion peoplthése two countries alone. Between

them they will account for a third of threo r IpapGlation.

It is therefore important for farmers and researchers to understanithé@evonomie®f these
two countries arg@ositioned, their food protection policigbeir infrastructure, their wealth,
and how their tastes aréanging so ha we canmake sureve are growing the right mix of
commodities and the right quality to supply thesth wha they require.

Durum wheahas the potential to be a good money eaaiternative cereal but as a relatively
new grower of durumsfx years) lhad a desire to investigatbe long term sustainability of
the crop and as suchmy research takesie from the Durum millers of Italy to the Durum

farmers angbasta processood North Dakota.



China

Understanding China the Market

With an estimated 1.33 billion people living @hina during 2008, theChinesepeople
account for al most 20% of t he wo,rchndobbe popu
underestimated as a market fAustralian grains.Chin® s p o p u &pproéachmin45 i s

billion people by the year

POPULATION GROWTH RURAL AND URBAN
2035 and although the AND PROJECTIONS POPULATION

Millionz k]
growth has been slowed """ 0o

) —Ch.na = Rural = Urban
somevha by the one child % india < g

— Eurocpe
policy tha has been in effect "**° | — °"
1,000

since 1979, the rule is only
750

enforced on ethnic Han

500 -""/F--_
Chinese and rot applicable - // 20
to people living in rural areas 0

, & L
or people from ethnic & =&

minorities.

The policy has been estimated tbave reducedChindds popul ati on by abo
people during its enforcemenChinacurrentlyhas a fertility rate of 1.7 births péemale and

a population ha is growing olderbecause peoplivelonger. The wor |l ddés curr e
rate is 1.14%, representing a doubling time of 61 yeédett(Rosenberg, 2008)In the past

20 years therbas been a doubling of the percentage of theutation ha lives in the cities to

40%. This isin part due to younger more educated people wanting a better way of life by

obtaining higher incomes found in the urban arkast t he r ur al areas donbo

The opportunitiesfor Australian farmes on the whole will generally arise whe@hina
experiences a drop in their production of grains through either internal or external forces such
asadversewveathey a dange in the food security poliay civil unrest. At this point in time
andaftervist i ng Uni ver si t i eHangzhoudWihfana tamzhob, Guaegahow s i n
andthe Guizhou Kailin group fertiliser plants in Guiyang do believetha Chinais in a

position where it will be able tphysicallyfeedits population now and into the futt China

is investing quite heavily in Agriculture as part of its food secysitlicy. | have visited
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ChinesePhD students working on GM foods fraheir ownGlyphosateresistant Soy bean to
modified grasses for fodder andet professors like Peiguou® tha are trying to unlock the

secrets to drought tolerant barley.

The Chinese middle class

It is estimated tere is about & of the population o200 million people ha are within

A nadle clas® .By the year 2020hit figure is expected to be der to 500 million people.

A 1% rise in this middle class represeBtmillion more people demanding a better way of
life and with ba, more westm lifestyles andhat includes more meat consumption and more

processed foods

fAiln 2005, around 35 millim urban households i@hina- about twenty percent of the total
had annual incomes ranging from USD$6,808D$25,000. By 2015ht&t number will nearly
triple to 101 million households. At present, the middle class accounts for 2TChirads
total urbandisposable income. By 201%Hha percentage is expected to rise to mbea 40%.
Considering its population, purasing power, and trajectory, ti@hinesemiddle class present

marketing opportuniteht c ompani es can®oag eta.f@8pr d t o mi s:

In Shanghd, which canbe seen as a pulse for modethinathere isa change in the current

attitudes of the newer generation. Society is very wealth hungry and there is a real desire to

be seen as wealtlpecausehis attaches a prestige to theirage and it generates respect from

their peers.

It is not uncommon to see many you@bineseladies sporting luxury accessories and men

driving around in luxury cars. In fact for a countingthas only a 3% car ownership amongst

its people | struggled te ome t o terms with the amount o

Mercedes motor vehicles | saw on the streets.

11



The Habits of the Chinese Consumer

The spendindnabits of theChineseconsumer are as a result of the histdrat the Chinese
peoplehave endurd. With little or no public health system and no sophisticated retirement
schemes like a pension or superannuation, and uncertainty aheautnay hgppen in the
future, Chinesepeoplehave generally spent less of their earnings and retained up to 25% of
their incomes for savings. Generally tB@ineseconsumerhas only purtiased items they
have needed and only when thbgve the money to pay for it. As a result a lot of the rural
Chinesepopulationhave very basic homes and food is the most importamtito n  ever y
agenda. The peasantrf@rs produce nearly all of theawn food requirementgand when
theyhave a surplus (normally aroun@®% of production)t is generallytraded

Chinabs Economic | ssues and the Future

One of the biggest issuesha Chinarecentlyhas been théslobal Financial Crisisor GFC
While this has n directly dented the growth ref with ther GDP increasing/.2 % for the
secondquarter of 2009Chinadoeshave an investmenstrategy where ihas moneyinvested

in devebped overseas countridst is exposed to the GECLike most developing countries
the majorityof this investmenhas been witin the USA.

Chinais currentlythe largest single holdef US Treasury Bills with the amount held recently
passing$2.2 Trilion, about a quarter of the US debt held by a foreign coustrwhen the
GFC hit and the US dollar submerged then so did the val@hiotd s h o | Ghinastdl s .
howeverhas nearly another $2 trillion iits ownreserves which is enough to fund twire
US budget deficit next year. The opportunity @rinanow rests with their ability to convert
these reserves inttard blue chip assets by securing resources in foreign coyrasielse rest
of the world which ran up huge debts and rfwas to restructure and invite these funds into
their fold. The bdlenge howevelies with complying withthe foreign ownershipgegislation
of the local host countries with which thetsegeted companiesre listed and whether they

accept new levels dbreign ownership

The one thingChinais restricted on is a good source of raw materials and with massive
infrastructureprojectshagppeningin Chinaat the momenthia includes their appetite for iron
ore. From the sky all you can see on the ground is huiggncaroad ifrastructure projects

under costruction FHom the ground there are extensive city subways being built, new

12
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C B D faking $1gpe and a cobweb @ectricity networks. | would love to know how much
concrete is poured in this country every yasarl am sure it would be a third of theo r | d 6 s
total consumption. It was stated recently in @lgina Daily newspapettha only 3% of

people own cars i€hinaand | dare sayh&t will be greateriian 10% within 5Syears. House

are now becoming more uif@ardable for the urban dwellers arak a result mortgages
consune the greatest part of their budget. The cities are ugly conglomerates of concrete with
many planners either forgetti nghaselthespgace.i ncl u
Moretote point | dondét think they can afford t
use and the minimum required Aset asideo f ot
road constructionas most tollways are now being raised above the grotmdillow the

peasants underneath to continue farming, resulting in a demand for even more steel and

concrete and more greenhouse gas emissions.

There is also an insatiable thirst for the
ableto affo d mor e hd theyhase not lseén able to afford in the past. Mdrant

85% of the young people | met were from a peasant farniahdo intention of returning to

the farm. In fact many of these people were encouraged by their peasant pabeatsnte

more educated and now these peopl eChmaha&s Pr of
gone through and still is going through an education revolution, so mubkso July2009

only 68% of graduatelsad actually found jobs and the d¢ead governmenhas had to employ

a new program to get these people jobs.

Therefore when combing all these issued think the country is in a position wheitgs still

going to need a large amount of natural resources to fuel the growttri@sto future proof

the road and rail as bastcan by overconstructing now. The investment strategy is currently

in education, innovation and in securing overseas natural resources and knowledgeable
sources to fuel the growth. | think the future @hinawill then be to start investing heavily
internallyto become leaders with globally recognized brahdsdomestic consumers will be

proud to purbase. It is currently already recruiting international experts in technical and
managemenfields to help deelop agricultural markets to the next levelich as with its
ChineseGooseberrgKiwi fruit) pr oducti on where it i's aiming

producer within 5 years.
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The overall aim of th€hinesedirectors | feel, is to increase the amount GDP ha comes

from domestic consumption. Curren@hindd s consumpti on contribute
GDP. OnceChinacan raise the incomes of its people and the level of contribution from
domestic spending up to 60% then | thim& will see Chinaslowly unwinding its reserves of

US dollars andha may open up another whole can of worms for the US economy.

Chinabs Far ming Future

| see farming as going through hange. The population is getting older and the workforce
will be declining. There is &urrent Government policy to get smaller farm dwellings
demolished to free up land and then the farmers placed into newer, high rise compounds. The

freed up land maintains the farmed area requirements.

The directors at the FarBureau believehia food securityis the number one priority of the
central government and will remain gto the future, howevethe landscapenay dhange a

little asthere may be more regionalization of foods grown. The areas iNdtie Westare
increasing theiproductionareas in irrigation as in some cases outside of Lanmiwre

water was being lifted 33@eters for irrigation. The yields and quality of grains will be lifted

as research i mproves. The use of GMOG6s in
arevery concerned about the long term affects. A# is consumed at the moment is in
edible oils. There may need to be the encouragement of poor producing farmers to lease their

farms out to more productive producers angkiding them to work in théactories.

In 2004, the central government also initiaechew progranto make direct payments to

growers and eliminate agricultufarmers from payingaxes.

14



The Chinese Consumer

To understand et drives consumer demands we must first undadstaspects of the
Chineseeconomy. As mentioned earli€hindds pri vate consumption o
of its GDP compared to 70% in the USA and about 60% in Australidand huge potential

to grow ha domestic consumptionFurthermoreat the ed of May 2009Chinesefamilies

had at their disposal bank deposits tbieg 25 trillion Yuan or A$4.3 trillion so thelgave the

potential to grow domestic consumption but the question remains as to how evenly those
savings are distributed amongst the peof he reason for this figuretisat theChinesehave
traditionally saved about 25% of their earnings. Another point worth notifgti€hinais

currently the 8 biggest consumer market in the world.

The Chinesegovernment stimulus package is valugt US$586 billion and most of this is
directed at infrastructure improvements. The camti®ough is whether consumer spending

i's occurring at t heChhesehousehotlls asa peecentagedfS5pRiIs d i n
roughly hdf the US consumptiorratio and remains significantly below private spending

levels in Europe and Japan. And despite rising sales of items such as automobiles and
household appliances, the ratio of private spending to GIimatodayhas actually fallen

relative toChinesesp endi ng | ev el McKifsey& Cal20@ade ago. O

To understand the trends Ghineseconsumers we need to know about them in more detail.
The ChinaBusiness Weekly (July 2B6 2009, p2) statebd consumers are becoming more
cautious, selective dnprice sensitive at the moment whikbs been driven by loweh#n
expected income growth this year rathentthe anxiety caused by the economic outlook. It
goes further to say consumer spending patterns vary by product sectorstathere is a
strang demand for fresh food categoriefresh milk, vegetables, meat and miilldriven by

the growing trend of healthier living concerns together with concerns over food safety.

The consumer is not too concerned about the current economic situatior avey@hinese
consume will not be affeetl by it to any great extent. Tl@&hineseconsumer is very
concerned with Afaceo. There is a | ot of
keeping up with modern trends even if it may not be the caseexBaoiple Ihave never seen
such a concentration of luxury Audi cars driven through the cities and ladies accompanied

with Gucci and Prada accessories. They place a lot of value on brands when making

15



purchases. Therefore to make it in the top end of thesamer market themaustbe some

good marketing ofhe brand imagéeo portraythe product to be of high value. In agriculture

tha means you need to hit the top quality end of the market because the market place is too
crowded for the mediocre price whghting section of the marketplace. Unlike Indiae

consumers do place a value on quality and are willing to pay a premium

Due to the sheer size of the population peoplefioaake it big in Chinain as little as five

years. The young adults both sikcand work quite late hours in order to be able to afford

their own house. This presents both an issue and an opportunity as it means the children are
being bought up by the grandparents from a very early stage in life.  Pataieke of
GlobalHortc ul t ur e coins these children the Alitt
the grandparentand they are an only child in most caseéte estimateshiat 90% ofchildren

under 2 are bought up by tgeandparents Once the children reach the ag@dhey can start

to go to a Aday careo type of school but ar
again until the parents get home from work. These children are being taken to fast food
chans like KFC andPizza Hut This trend for food mduction meanshtt there is going to be

more and more opportunities for food processors to make convenience meals. The trend is
also for people to eat out a lot because it is so cheap andhetdyis$ difficult to justify

cooking at home.

Chinese Banq u e fi & way of life

During my time inChing because | walsosted byJniversity officials a lot of the time, | was

exposed nearly every day to the banquet feast. The feast is very important at times of
welcoming new guests or closing business deatsmtoe just a few. A big part dhd is the
chdlenge ofi Gambevher e someone proposes a toast a
their drinks to the bottom of the glass. This is done with either be@rboaoi jwhiac h i s
distilled sorghum basedidk (not much dissimilar to keroseneThe interesting part of this is

tha it is very popular amongst public officials. Spopularin fact, tha on average officials

spend about US$73 billion every year of public funds on bang{@&tiadaily, 2009)This

figure is almost a third of gt the nation spends in a whole year in dining out.
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Chinad #\gricultural Production

Chinads t ot al agricultural l and is 120 million
farming family and the average plamgiper farmingfamily is between 0.4 and 0.5 hectares
Agriculture still employs 50% o€hinad s popul at i on handong hne Hemang i on s
where wheat is produced, are the two leading provinces and account for almost 17% of the
total primary industr\GDP according to the Agricultural yearbook, 2007.

Chinacurrentlyhas a food security policy which statdsdt production of staple foods being

rice and wheat must occur ahda inducements to encourage this. The price for wheat and

rice is protected torsure adequate production levels.

Most ofChinad s wh e at nthe NoathChinaBlain inithe central and eastern part of

the nation in three provinces being Henahatslong and Hebei which produce maonert 50

percent of the national crop. Theseas are susceptible to drought and are dependent on
irrigation to cultivate wheat, a dependenbet thas contributed to the depletion of water

resources inhta region.

Chin@s ri ce pr oddn609forthesixth straigheyaatoel35.1 MMT fom 29.8
million hectares bought about by generous @wament input subsidiesand higher

procurement prices (4.38/ha which is30% of world rice productian

Chinds wheat product i oMMTIfrono24.2 nilion tkeetaredoe 2069 1 1 3.

which is an average of 4.69 tn/h@his equates th7.2% of world production

China produces only 2.8nillion tonne of barley. By conparison Australia produces 7.5
million tonne. Pehgps this is because they produce a mere @& which is low in

compaison to other production yieldChinaimportsaboutl.2 MMT annually and Australia

this yearhas been a major supplieChinads t ot all grain production
about 41™MMT.
More relevant is the figure below from the USD#gsttshows Chin®d s | mport s and e

grains and soybeans.
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As you can seeéChina has

ChineseTrade of Agricultural Grains over Time

been relatively self -

sufficient in wheat, however " Corn
1 X

if it does have a short i Rice
produc-:tlon year -there is i : 1""“"““““ I ii ! Ii 'Hﬂ all
potential for China to 3 \ N
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. S if Ll B
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million tonnes as it didn T ’

-30 B

. Wheat

2004/05. However it must - |

-40
be noted ha with a large R PR EE R PR
domestic crop this season Years

. . . Note: Chart shows exportsfimponts for market years. Negative numbers mean that

Chinawill have substantial imports exceed exports.

Source: Analysis of data from USDA, Foreign Agricultural Service.

reserves Ha it would have

purchasedin previous years

With respect to inputshét go into the food productigrChinaproduces enough nitrogemd
phosphorus based fertilisers to keep up with requirements, and because most of the
manufactures are government owniety are able to manage the costs of these products to
domestic farmers. Potasim the othehand is predominaiy imported even thagh they do

have some domestic supply. According@binedds 2008 statistical yeal
406kghaof Nitrogen, 137kdiaphosphorus and 94 kg of potassiumwvere appliedver its

56.5 million hectares of irrigated agriculture. ~ Remember ha this land would be

cropped twice in a year.

Water is not a large issue for the majorityGifinad s a g r i cuction. UA\fittadccess too d
the Himdayan mountains, a very active monsodwt tcan drop so much rairhd they
measure it by the meter atitteemajor river networks being the Pearl, Yangtzee and Yellow
rivers supplying water to a vast area of inlakinafarmersare not concerned with water
supply. Water quality conversely may become a bigger issue as industry is often caught out
polluting streams due to a lack of safety measures and enforcenidms. recently occurred

in Luiyang township of Hunamwhen a cadmium planthiat produces LCD screens was
contaminating a local water supphet resultedn at least 5 deaths and numerous cropsgoein

contaminated.
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Meat Production & consumption

Chinaconsumes mostlgork, chicken and eggs as its main sources of non grain proteins. As
the Chinesefarmer is looking for the best conversion on the amount of feed he supplies to
produce animal proteing)e can achieve this with poultry (2:1) and pork (3:1). It also
explains the sudden increasesbybeanimports intoChina Beef and mutton are the most
expensive meats i@hing generally fetching double the price of white meat. Beef is still seen
in some parts as a working animal and not a preferred meat. The costs will prohibit it
becoming a significant meaf consumptiorhowever as generationagtanges filter down and

fast food resurants sellindhamburgers and steakhouses increase in popylagtypled with
increasing incomes and the sheer size of the populatven,may see an increase in

consumption of red meats.

The Chineserarely eat steak, lamb and chicken the way we do. Most of their meals include a
soup base and afstir-fryo like dishes with rice. The amount of meétdt is served with a

meal is quite small, even when you order a lamb or beef soup, there is very little meat. At one
meal | ate a&Chineseversion ofa firackd of muttonbut there was no eye meat which left me
begging thequestion where did it go? Chicken breasts are also very rarely seen and the
locals tell mehatheyd on ot | i ke ttaste antd rauch pueferethe oneat andb®nes
tha sits right on the spine of the chicken and the same with the muttorfridos. my cultural
background experienceswas as if | was eating the leftver foodof a BBQ ha people

normally woul dno6t eat.
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One point worthnoting is
tha a Chinese person told
me, was ha they would
pay as much for the bone
of a chicken as they do for
the meat. In fact as you
can see from these images
the whole chicken will go
into the dish to be cooked.
The chickenbd
removed and often eaten
deep fried. Mine on this
occasion wat in with the
soup.

Opportunities for Australian Farmers

From my time inChinathere were two obvious production opportunities fos#alianbroad

acre armers inChina With the Chinesehaving a social backgrounaf drinking alcohol and

making it a part of their celebrations there is the likelihdoal tonsumption of beer will

increase as incomes increaaed possibly so will the qualityfdeer consumed. Currently

the Chineseonly consume about 22 litres per person.hé tises tathe levelsof South Korea

or Japanas wealth risesthen they are effectivelyalmost doubling the market for beer.
Currently the beer brand Snow is ther | dafest volume producer of beer. According to
theChinaDaily,Chindd s beer consumpti on g bilbowlitrésdthee ar o
fir sthd f of 2009, paving the way for the count
consumer fortte 8" consecutive year.
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Currently the Only thing Em Total Beer Consumption (ML) == =- Per Capita Beer Consumption
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public and gettingdrunk
goesagainst this. So in Australia as farmers and breeders we negdwanalting barley

varieties ha suit theChinesamaltsters andbreweries.

Australia is close t&€hinaand we can produce good quality malt barleynuist be notechit

we already supplyChinaa large quantity of malt barley. According to Wallaceats),
CBH6s Regional ma r k ehiadi soppliedmef a midian tonnesAofnalt r al i a

batley to China(50% of the totabarley mports) till June ttg year and Western Austrahas
supplied one third of its total barley import requirements with our biggest competition coming

from France and Canada.

Wheat

Chinaist he wor |l ddés | argest i ndi vi dual producer
global p o d u ¢ Chinaand Indiai@re expected to increase their ending stocks of wheat, in
particularChina their ending stocks are forecast to surge by 23% to 59.7 million tonnes in the
forthcoming marketing season, dueGbine®d s pr oduct i on toild8& miliams i ng
tonnes and consumpti on f a(Duggam@00B)y 5% to 101

The problem with this ishet Chinamay become a net exporter of wheat which may compete

directly with Australian wheat on the open market or it may choose tatairaihe grain for

stock as a food security measure.
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Even thoughChinawas well on its way to a record whewtvest they still imported 200,000

tonnes of wheat for the firsidf of 2009, 50% of its total wheat imports for the period.

Global wheat production million tonnes
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Source: USDA

Of China #Hour endproducts, 45% is made into flour, 32% into steamed products, 10% into
biscuits, cakes and snacks and 8% into pan bread leaving 5% for other products. While we
produce ASW wheat suitable for biscuits, our higher proteieaivkarietiesare very suable

for milling and this is most likely et China will import if it cannot get a god enough
guality from within. For 2009 Australian v

wheat imports.

Whilst during the seven years leading up to 2006MWeabtic production was not keeping up

with consumption,China was able to draw down on its extensive grain stocks to meet
demand.During 2004/05Chinadd s wheat reserves were droppin
40% of annual consumptipproductionhad dropped for thdourth consecutive year and we
sawChinaimport almost seven million tonnes of which Australia supplied almost two million
tonnes. For this reason we cannot totally rule @hiha as being able to supply enough

wheat domestically all thenie and maintain their minimum stock reserve leveBhouldthe
Chinesepeople tange their preference of bread types away from steamed breads to pan
breads thenhiat will also alter the dynamics and increase the demand for our APW and AH

types of wheat
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During the beginning of 2008ews filtered
throughof a drought starting to hithinad s
wheat growing area and | was beginning to
think tha we had an opportunity to sell
them more wheat. However once visiting
the rural landscape | realised how \eais
was in some places to cure the probleim.
this caseas the photos show for cottomet
government simphyhad to run electricity to
the fields and supply the farmers with a
pump and they would do the rest. The
water in this case was only metres deep
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