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Chairman’s corner

What turbulent times we are going through in the world today.

Even our lamb industry is not excluded though for different
reasons. Extreme shortages of sheep is going to ensure that
strong lamb prices will remain for a number of years,
although there will still be volatility in market prices as seasonal
supply increases and decreases.

If there were reasonable supply numbers of lamb with the
current high prices for lamb, | would be worried. Worried that
our customers would turn to other sources of meat protein e.g.
beef or chicken in particular, both of which are much cheaper
than lamb. However with the shortage of supply we are only
able to supply lamb to a limited number of loyal customers who
almost insist on eating lamb regularly, even though they have
cheaper options of meat protein. I’m not saying how much more
they will pay, but so far they have stuck with us whilst lamb is
at all time record prices in a struggling world economy.

Shortage of supply is putting all processors under extreme
pressure as fixed costs are spread over fewer kilos of meat and
therefore under extreme prices, margins are impossible to
maintain and losses are occurring.

Co-0p comment (Cont on page 2)

The Australian dollar continues to have a major influence on the
business, fluctuating in a range from 89 to 93 cents in the past
few weeks — currently at 92.5 cents. To some extent the market
is adapting to these levels, and several significant price
adjustments have been made in recent weeks to assist FOB
returns. In particular, prices into the Middle East and the USA
have been adjusted, although there are still further
improvements that need to be made.

In Europe conditions continue to be difficult with increasing
supply volumes starting to flow out of New Zealand, creating
downward pressure on prices. Some customers report that New
Zealand exporters are offering at levels some 1.00 to 2.00 €/ kg
lower than current Australian prices.

Demand for mutton remains firm with some good forward
sales committed throughout the end of 2009 and into 2010.
Export prices for sheepmeat are now at historical record highs.
At these levels there is some risk that manufacturing mutton

By the time lamb supply has returned to reasonable numbers in a
few years down the track, it is my belief that other meat prices
will have had to increase to keep up with cost pressures. With
this happening the market will be able to handle more lamb at
good sustainable prices with customers returning to lamb as they
have no cheaper option now.

You’ll notice that I haven’t mentioned the value of the
Australian Dollar and I certainly don’t intend to, except to say
that if it would revert to a more reasonable position against the
US Dollar it would be a big bonus to the whole industry. But
who knows when or even if that will happen.

With the processing industry under so much pressure from
shortage of supply, I urge members to continue to support
their Cooperative as it is the only processor that has the
producers’ interests and well being at the centre of their
decision making. The current situation of the Western
Australian beef industry should be enough of an example to us to
want to ensure that our Cooperative remains a strong and viable
player in the industry.

May | take this opportunity to wish all of our members and their
families a very healthy, happy and prosperous New Year.

may be substituted with cheaper priced manufacturing beef
(frozen 85cl manufacturing beef currently @ $2.80/kg,
compared with 80cl mutton trunk @ $5.00/kg).

Representatives from ASDA supermarket pictured wit -
Marketing Manager Damien Giumelli (far right) following a
tour through the Katanning processing facility.
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Disclaimer

WAMMCO International makes no representation as to the
accuracy of any information or advice contained in the
LambLine newsletter and excludes all liability as a result by any
person on such information or advice.
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