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Dairy Market Update

Figure 1: Oceania dairy product prices (USD)
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Figure 2: Oceania dairy price
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markets weighed on dairy prices in Q2 and Q3 2011.

ABARES, in their December 2011 Australian Commodities report, say
world dairy products prices in 2012 should be supported by continued
growth in dairy demand in Asia, North Africa and Middle East and Russia.
But slowing economic growth in Europe, which may slide into recession
in 2012, provides a further risk for dairy demand, particularly for cheese.

Figure 3: Global dairy price summary
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This week Last week Last month Last year Weekly Chg Monthly Chg Annual Chg Avg since 2004 Current vs.

19 Jan 12 12 Jan 12 20 Dec 11 19 Jan 11 % % % Average
Butter, Oceania USDIT 3950 3875 3800 4600 1.9% 3.9% -14.1% 2902 36%
Cheddar, Oceania ~ USD/T 4138 4088 3938 4350 1.2% 5.1% -4.9% 3517 18%
SMP, Oceania usD/T 3375 3475 3400 3425 -2.9% -0.7% -1.5% 2897 16%
WMP, Oceania USD/T 3600 3663 3625 3738 -1.7% -0.7% -3.7% 3043 18%
US Corn Prices USc/bu 606 600 583 649 1.1% 3.9% -6.6% 390 55%
NzZD/USD 0.8029 0.7922 0.7610 0.7693 1.4% 5.5% 4.4% 0.7032 14%
AUD/USD 1.0418 1.0287 0.9951 0.9901 1.3% 4.7% 5.2% 0.8380 24%
AUD/NZD 1.2975 1.2984 1.3075 1.2870 -0.1% -0.8% 0.8% 1.1899 9%

Source: Bloomberg, USDA and CBA

"The dairy compasite price reflects a simple moving average of Oceania SMP, WMP, Cheddar and Butter prices.
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Global dairy consumption hurt by slowing Eurozone economy

Despite the improvement in Eurozone confidence over the past few weeks, our economists believe
a recession in Europe in almost unavoidable. CBA forecast Eurozone economic growth over 2012
of just 0.3%, following forecast 1.0% growth over 2011. Both results are well below trend rates of
~2%pa. The weak Eurozone is expected to weigh on global growth in 2012, which is expected to
be below trend at 3.5%. Weaker economic growth dampens the demand for dairy products.

The USDA, in their December 2011 market report, said that a factor contributing to the pressure in
dairy prices in the last half of 2011 was “undoubtedly a growing caution by buyers as the
increasingly volatile financial situation in the EU grew to dominate the financial outlook”.

For 2011, the USDA currently forecasts EU27 fluid milk consumption at 33.87 million tonnes, down
0.4% from their July estimate of 34.00 million tonnes. This is despite a 0.9% upward revision to
2011 European milk production over the period. Similarly, global fluid milk consumption for 2011
was revised lower by 0.4% to 170.8 million tonnes, despite a 0.8% upward revision in output. The
USDA also revised 2011 global cheese consumption lower by 0.6% compared to their July forecast,
and WMP demand was revised 0.5% lower.

We believe that dairy demand in 2012 may be constrained by a subdued global economic growth
outlook. However we acknowledge that dairy product prices are currently 15%-25% below their
2011 peaks, which, ceteris paribus, supports dairy demand and helps offset the impact of subdued
consumer income growth.

Global milk production in 2011% exceeds expectations

Global milk production in 2011 exceeded expectations, rising 2.4% YQOY according to the USDA
compared to their mid-year estimate of 1.7% YOY growth. For 2011, the USDA made upward
revisions to US milk production (+182 thousand tonnes, +0.2%), Argentinean milk production
(+920 thousand tonnes, +8.3%), Russian production (600 thousand tonnes, +1.9%), EU27
production (1.2 million tonnes, +0.9%) and NZ production (632 thousand tonnes, +3.5%). High
dairy prices in the first half of the year and favourable seasonal conditions, particularly in the
southern hemisphere, contributed to the increase in world milk production in 2011.

A sizable downward revision to Japan’s 2011 milk production (-100 thousand tonnes to 7.45 million
tonnes, -0.7%), linked to the tsunami and nuclear disaster earlier in the year, provided a partially
offset to increased production elsewhere. As a result of lower domestic production, Japanese
butter imports from April to October 2011 trebled compared to a year earlier, while cheese imports
increased 9% over the same period.

Figure 4: Change in 2011 milk production estimates Figure 5: World fluid milk production
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Source: USDA and CBA Source: USDA and CBA

Z1ISDA projections refer to calendar years, not local marketing years for individual countries.
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For 2012, the USDA forecasts world milk production to rise 1.8% YOQOY to 458.1 million tonnes. The
forecast slower rate of growth reflects (1) a more subdued expansion in Argentina output (4% in
2012 vs 13% in 2011) because of contracting local profit margins; (2) slower NZ growth (2.4% in
2012 vs 9% in 2011); (3) slower EU27 output growth because of higher production costs, lower
consumption and financial market uncertainly; and (4) slower US output because of higher feed
costs. For most regions, the USDA expects improvements in cow milk yields to help limit the
slowdown in global milk production.

Australian dairy output boosted by favourable seasonal conditions

ABARES, in their December 2011 Australian Commodities report, forecast a 3% lift in national milk
production to 9.35 billion litres in 2011/12 because of favourable seasonal conditions. Virtually all of
the increased production is expected to occur in Victoria, Tasmania and southern NSW — with
improved irrigation water availability in northern NSW and southern NSW being a key driver.
ABARES expects the size of the herd to expand 1% in 2011/12 and milk yields to rise 1.7%.

The manufactured milk segment (milk used for processed dairy products) continues to be the major
growth avenue for the Australian sector. Manufactured milk production is forecast to rise 3% YOY to
7 million litres while market milk (fresh milk) output is expected to increase 1.8% to 2.4 million litres.
Within the manufactured milk segment, cheese and WMP production is expected to rise
significantly, outweighing a comparatively small decline in butter and SMP.

Australian consumption of market milk is forecast to lift by nearly 2% in volume in 2011/12, boosted
by cheaper retail milk prices. ABARES reported that between February and September 2011, the
share of home brand milk sold through supermarkets lifted by 5% to 54%.

Figure 6: Australian dairy cow numbers and yields Figure 7: ABARES dairy outlook (December 2011)
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Please view our website at www.research.commbank.com.au. The Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") and its
subsidiaries, including Commonwealth Securities Limited ABN 60 067 254 399 AFSL 238814 ("CommSec"), Commonwealth Australia Securities LLC, CBA Europe Ltd
and Global Markets Research, are domestic or foreign entities or business areas of the Commonwealth Bank Group of Companies (CBGOC). CBGOC and their
directors, employees and representatives are referred to in this Appendix as “the Group”. This report is published solely for informational purposes and is not to be
construed as a solicitation or an offer to buy any securities or financial instruments. This report has been prepared without taking account of the objectives, financial
situation and capacity to bear loss, knowledge, experience or needs of any specific person who may receive this report. No member of the Group does, or is required to,
assess the appropriateness or suitability of the report for recipients who therefore do not benefit from any regulatory protections in this regard. All recipients should,
before acting on the information in this report, consider the appropriateness and suitability of the information, having regard to their own objectives, financial situation
and needs, and, if necessary seek the appropriate professional, foreign exchange or financial advice regarding the content of this report. We believe that the information
in this report is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the information available at the time of its
compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, reliability or completeness of any statement made in this
report. Any opinions, conclusions or recommendations set forth in this report are subject to change without notice and may differ or be contrary to the opinions,
conclusions or recommendations expressed elsewhere by the Group. We are under no obligation to, and do not, update or keep current the information contained in this
report. The Group does not accept any liability for any loss or damage arising out of the use of all or any part of this report. Any valuations, projections and forecasts
contained in this report are based on a number of assumptions and estimates and are subject to contingencies and uncertainties. Different assumptions and estimates
could result in materially different results. The Group does not represent or warrant that any of these valuations, projections or forecasts, or any of the underlying
assumptions or estimates, will be met. Past performance is not a reliable indicator of future performance. The Group has provided, provides, or seeks to provide,
investment banking, capital markets and/or other services, including financial services, to the companies described in the report and their associates. This report is not
directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where
such distribution, publication, availability or use would be contrary to law or regulation or which would subject any entity within the Group to any registration or licensing
requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to the Group. None of the material,
nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior written permission of the
appropriate entity within the Group. In the case of certain products, the Bank or one of its related bodies corporate is or may be the only market maker. The Group, its
agents, associates and clients have or have had long or short positions in the securities or other financial instruments referred to herein, and may at any time make
purchases and/or sales in such interests or securities as principal or agent, including selling to or buying from clients on a principal basis and may engage in
transactions in a manner inconsistent with this report.

US Investors: If you would like to speak to someone regarding the subject securities described in this report, please contact Commonwealth Australia Securities LLC
(the “US Broker-Dealer”), a broker-dealer registered under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”) and a member of the Financial Industry
Regulatory Authority (“FINRA”") at 1 (212) 336-7737. This report was prepared, approved and published by Global Markets Research, a division of Commonwealth Bank
of Australia ABN 48 123 123 124 AFSL 234945 (“the Bank") and distributed in the U.S. by the US Broker-Dealer. The Bank is not registered as a broker-dealer under
the Exchange Act and is not a member of FINRA or any U.S. self-regulatory organization. Commonwealth Australia Securities LLC (“US Broker-Dealer”) is a wholly
owned, but non-guaranteed, subsidiary of the Bank, organized under the laws of the State of Delaware, USA, with limited liability. The US Broker-Dealer is not
authorized to engage in the underwriting of securities and does not make markets or otherwise engage in any trading in the securities of the subject companies
described in our research reports. The US Broker-Dealer is the distributor of this research report in the United States under Rule 15a-6 of the Exchange Act and accepts
responsibility for its content. Global Markets Research and the US Broker-Dealer are affiliates under common control. Computation of 1% beneficial ownership is based
upon the methodology used to compute ownership under Section 13(d) of the Exchange Act. The securities discussed in this research report may not be eligible for sale
in all States or countries, and such securities may not be suitable for all types of investors. Offers and sales of securities discussed in this research report, and the
distribution of this report, may be made only in States and countries where such securities are exempt from registration or qualification or have been so registered or
qualified for offer and sale, and in accordance with applicable broker-dealer and agent/salesman registration or licensing requirements. The preparer of this research
report is employed by Global Markets Research and is not registered or qualified as a research analyst, representative, or associated person under the rules of FINRA,
the New York Stock Exchange, Inc., any other U.S. self-regulatory organization, or the laws, rules or regulations of any State.

European Investors: This report is published, approved and distributed in the UK by the Bank and by CBA Europe Ltd (“CBAE”). The Bank and CBAE are both
registered in England (No. BR250 and 05687023 respectively) and authorised and regulated in the UK by the Financial Services Authority (“FSA”). This report does not
purport to be a complete statement or summary. For the purpose of the FSA rules, this report and related services are not intended for retail customers and are not
available to them. The products and services referred to in this report may put your capital at risk. Investments, persons, matters and services referred to in this report
may not be regulated by the FSA. CBAE can clarify where FSA regulations apply.

Singapore Investors: This report is distributed in Singapore by Commonwealth Bank of Australia, Singapore Branch (company number F03137W) and is made available
only for persons who are Accredited Investors as defined in the Singapore Securities and Futures Act and the Financial Advisers Act. It has not been prepared for, and
must not be distributed to or replicated in any form, to anyone who is not an Accredited Investor.

Hong Kong Investors: This report was prepared, approved and published by the Bank, and distributed in Hong Kong by the Bank's Hong Kong Branch. The Hong Kong
Branch is a registered institution with the Hong Kong Monetary Authority to carry out the Type 1 (Dealing in securities) and Type 4 (Advising on securities) regulated
activities under the Securities and Futures Ordinance. Investors should understand the risks in investments and that prices do go up as well as down, and in some
cases may even become worthless. Research report on collective investment schemes which have not been authorized by the Securities and Futures Commission is
not directed to, or intended for distribution in Hong Kong.

All investors: Analyst Certification and Disclaimer: Each research analyst, primarily responsible for the content of this research report, in whole or in part, certifies that
with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those
securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by
that research analyst in the report. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other
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officers or directors of the subject company of this report. The compensation of analysts who prepared this report is determined exclusively by research management
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undertake the research or make the recommendations. The research staff responsible for this report receive a salary and a bonus that is dependent on a number of
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Unless agreed separately, we do not charge any fees for any information provided in this presentation. You may be charged fees in relation to the financial products or
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