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cor por atefile.com.au

AWB Limited today reported net profit of $22.3 ol for the first half ended
March 2008, up 89 percent from the previous cooedmg period (pcp).
Profit before tax and non-recurring items (PBT),sv&64.5 million, up 107
percent, with a strong recovery in both the Ruratvieées and Australian
Commodity Management businesses offsetting redueathings in the
International Commodity Management business. Caum gomment on the
earnings outlook for the remainder of the year eg@eptember 2008?

MD Gordon Davis

We have a policy of not providing earnings outl@&tements. There are still
considerable uncertainties for the business owercttiming months. Weather
conditions are at a critical point, and there haf@en a uniform seasonal
break. The level of agricultural activity in thecend half will strongly
influence our performance, although the Group’sedified business model
mitigates this to some extent.

cor por atefile.com.au

AWB had net cash outflow from operations of $29&i8lion in the first half,
compared with cash inflow of $48.4 million in thepp This primarily
reflected increases in working capital in the Aakan and International
Commodity Management businesses of $115.1 millinod &235.7 million
respectively. What's the rationale for tying upmdunds in working capital
in these businesses when returns remain sub-oftimal



CFO Pnhilip Gentry

The return in the Australian Commodity Managemartifiess was reasonably
solid on the back of an increase in EBITDA to $2&iflion from $2.1million

in the pcp. We were encouraged by the improvenments performance
notwithstanding the higher working capital requijredhich largely reflected
the increase in commaodity prices.

Clearly the returns in our International Commoditgnagement business were
unsatisfactory with EBITDA down $8.0 million on ptp $7.4 million. We'll
be looking to optimise the business model to enageean compete sensibly
and get a satisfactory return on the funds emplayéide business.

cor por atefile.com.au

Of AWB's total debt of $3.7 billion, all but $120ilion matures before the
end of the 2008 calendar year. Can you commenthenevel of support
you’re seeing for a refinancing of this scale?

MD Gordon Davis

Bank demand for lending to us in the current emment has been pleasing.
Banks have seen inventory financing, backed by coditmes for which prices
have been rising, to be a relatively safe haven.

CFO Pnhilip Gentry

We’'re in the final stages of negotiating an extendio the $2.3 billion Rural

Trust facility for a range of tranches out to 201We expect to be able to
communicate very shortly on that matter. We'reeadly in negotiations to

refinance the balance of the debt that's due mamithe last quarter of this

calendar year. But I'd stress that other thanRheal Trust, all of this debt

relates to working capital, seasonal financing #aav commodity transactions
and we’'d ordinarily expect those facilities to hawee-year terms and to
negotiate for their extension on an annual baSisis is business as usual for
us.

cor por atefile.com.au

Note 12 in your Appendix 4D indicates that as atehd of March you were in
technical breach of one of your debt covenantsw lHoght this impact your
ability to refinance your short-term debt?

CFO Pnhilip Gentry

The important thing to note is that our bankersehgvanted a waiver in
relation to this technical breach, which occurrethgpally because of our
US$24.2 million provision in relation to the StandlaChartered Bank
litigation. This non-cash item caused our totabtdé rolling 12-month

EBITDA ratio to be slightly higher than the covehafrurthermore the rolling
12-month EBITDA in the calculation also include® thignificant items we
booked at the end of the September 2007 year atioel to restructuring.

Without the Standard Chartered provision, we wdudte been comfortably
within the covenant and we expect to be back witthioy 30 June 2008. | note
that we’re in compliance with all our other debvepants.

cor por atefile.com.au
In the first half, AWB'’s overheads were up 12 petceom the pcp to $234.3
million. Employee costs were up 1.8 percent toG8 Inillion. What ability



do you have to contain cost growth in an incredgiglationary environment
and what scope is there to achieve greater castegity across the business?

MD Gordon Davis

If you strip out significant items in expenses suwhthe provision for the
Standard Chartered litigation, the underlying iasee in expenses in the first
half was only around 5 percent. This increaseverloeads reflected in part the
investment in our operations in Brazil.

We intend to maintain our focus on costs. We s$geet opportunities to
increase cost efficiency. Firstly, the work wed®ne through Project
Simplicity is about reducing the overall level afrporate costs. Secondly,
we’re continuing the restructuring of our pool mgement activities out of
statutory marketing.  Thirdly, we’re embedding sirstble productivity

improvements in the business.

Each of those has application in the different paft our business. In the
Landmark business, we're embedding continual priddtic improvements
across the business.

cor por atefile.com.au

AWB booked net significant charges of $26.4 milliafter tax in the first half,
compared with $13.1 million in the pcp. The majem was the $26.4 million
Standard Chartered provision. Why have you dectdeook this provision
given your view that you have a strong defencééndase?

MD Gordon Davis

We felt it was prudent to make a provision givee jidgment against us by a
US district court in January 2008. However, oanse remains unaltered — we
will continue to vigorously defend the case and revein the process of
appealing the judgement.

cor por atefile.com.au

Rural Services’ EBITDA was up 56 percent to $32i8ion in the first half,
reflecting the impact of more favourable seasowmalddions on merchandise
and crop chemical sales and improved margin managenmCan you provide
more detail on how your strategic projects with@ntdmark might contribute
to further margin improvements going forward? Wflbse improvements be
sustainable in less favourable seasonal conditions?

MD Gordon Davis

The Rural Services business has been very resiligntvery pleased with the
progress Graeme Jacobs and the team are makingeonseven strategic
projects which range from cost reduction throughtdbeprocurement and
investment in customer facing systems to ratioas of the administrative
structures in the network. We've made structurginges to how the business
works and introduced new branding to positivelynfeice Landmark’s
positioning.

Those improvements are designed to deliver sustiinbenefits. We're
already seeing the benefit of some of the impropeatesses in terms of
efficiency gains. These are independent of sedsonditions.



cor por atefile.com.au

A large contributor to the improvement in Rural \8egs was ELF Australia
(Hi-Fert), your 50:50 fertiliser distribution jointenture with Futuris. ELF’s

profit contribution was $3.9 million, compared wighloss of $1.7 million in

the pcp. To what extent did this reflect the regearease in fertiliser prices?
Are earnings sustainable at this level?

MD Gordon Davis

The business benefited from increased agricultativity, in particular
following the rains in the eastern states. Merdmmand fertiliser sales were
particularly strong with customers building up mees of farm inputs ahead of
expected price increases.

Market pricing will be largely dependent on facttrat we’re not in control of
such as the future profile of fertiliser prices.

cor por atefile.com.au

One of your targets in Rural Services is to incee@yenue from new sources.
Where do you see opportunities in a market thaticqived to be relatively
mature?

MD Gordon Davis

There are two levels of opportunity. In an orgasease, there’s the continued
addition of products to the Rural Services sultée announced last week the
addition of a livestock leasing product to the Lawadk Financial Services
product suite to allow cattle producers to leasenalts. It's a common way of
financing livestock overseas. At the same timajdmaark continues to look
for opportunities to ensure the network is compéetd if there are geographic
locations where businesses become available, wenaerto appraise them.

cor por atefile.com.au

In Financial Services, EBITDA in the first half w&22.9 million, up 41
percent from the pcp, with the contribution fromri#est Finance more than
doubling to $10.1 million and EBITDA from LandmaRinancial Services up
11 percent to $12.8 million. You've indicated thmatt interest margin on the
Landmark loan portfolio reduced to 2.00 perceninfr®.01 percent in the pcp
and from 2.06 percent in the September 2007 IGiven the increased cost of
wholesale funding, what's the outlook for net iesr margin? In a
competitive market, can you fully recover increasefsinding costs?

CFO Pnhilip Gentry

In the September half we were able to reduce ost @abfunds by about 30
basis points as a result of a commercial papeeissivlarch 2007. Following
the tightening of credit markets in September, cbmmercial paper markets
dried up and we went back to liquidity support froanks so our funding cost
went up. There’s also a seasonal impact acrosgMtdreh and September
halves in that customers tend to have higher oaérdralances through the
second half and they’re at a higher net interesgima

Going forward, we expect the cost of funding wiltiease. Over time, we'd
expect to pass all of this on to customers, howdwere will be some lag and
for the current second half we'd expect a net @demargin contraction of 20



to 40 basis points. We’ve done a good job of naanmg our margin but it's
going to be more challenging going forward.

cor por atefile.com.au
In the current credit environment, what is youdigbto fund further growth in
the Landmark loan portfolio?

CFO Pnhilip Gentry

Bear in mind we have some $200 million to $300 innillof headroom under
the existing facility so it's not an issue in theod term. That said, we're very
confident about funding further growth in the polith. The banks’ interest in
providing funding for the portfolio is strong arftely’ve indicated they have an
appetite to fund further increases as necessanat Support partly reflects the
very high quality of the portfolio, with net noneaoal loans representing only
0.88 percent of gross loans at 31 March 2008.

cor por atefile.com.au

The increased EBITDA contribution from Harvest Fioa partly reflected the
pool incentive contracts offered by AWB for earlygb commitments from the
2007/08 wheat harvest. You intend to continue rofée harvest finance
products as part of a wheat pool offer post whepbe deregulation. To what
extent will the capital requirements of the businelsange as a result?

MD Gordon Davis

It's important to recognise that pooling is essahtia finance option for
growers. A pool without a finance component isléss attractive — it simply
becomes an averaging tool for growers. So paduofpooling intention is to
continue to offer finance options. This year wstmgctured those options to
reflect the market conditions and the regulatoryiramment we’re working in,
with lower pool volume certainty than we’ve traditally had.

Going forward with commercial pool offers, not stary pool offers, we'll
structure the finance offer to reflect the condisonve’re working in and the
needs of growers. The extent to which the capégquirements will change
isn't known at this stage and will depend on thgetgf finance offers we make
through our pools. However, we're confident of iaeing a relatively capital
efficient harvest finance structure with our stroagdit rated ring-fenced
vehicle.

cor por atefile.com.au

In Commodity Management, first-half EBITDA was $84million, up 46

percent from the pcp, primarily reflecting an irase in contribution from
Australian Commodity Management to $25.2 millioanfr $2.1 million in the

pcp. To what extent does the Australian Commodiignagement result
simply reflect trading profits on the back of recsharp rises in commodity
prices? Are earnings sustainable at the firstlea#l?

CFO Pnhilip Gentry

Prices contributed to the result, but there wese al number of other factors —
including our success in the container market, tehiag, and broader grain
origination and sales activity.



MD Gordon Davis

Earnings in the 2007 first half were also depressétk took a write-off on a

custom feedlot business that was closed and earnmiege probably at their

low point. It's pleasing to see some recovery alsime picked up and we've

been more active in the market. We see this aseapart of our business and
we’d be hopeful we can continue to use our knowdealy and presence in, the
market to produce ongoing good performance. Howeeaformance clearly

depends on market conditions.

cor por atefile.com.au

International Commodity Management booked EBITDAS@f4 million, down
from $15.4 million in the pcp. The internationagment has historically been
more profitable than the Australian segment. How ybu explain the
divergence in results given both businesses opénatee same commodity
market environment?

CFO Pnhilip Gentry

The reduction in International Commodity Managemeatnings reflected
three factors. First, there was a reduced levelctivity in some parts of the
business, for instance freight, partly reflectihg tncrease in the cost of funds.
Second, there was a reduced level of activity bezdle price of commodities
had increased so much, the volume of business we wakle to do was
constrained.  Third, some parts of the internatiob@aok produced
disappointing trading results due to poor executbsome hedging activity.
This is being addressed with selective improvemantsapability and a more
integrated global approach to commodity management.

cor por atefile.com.au

With $601.6 million of working capital tied up imternational Commodity
Management, what are the expected returns fronbtisetness in the nearer
term?

CFO Pnhilip Gentry

Clearly the returns on that level of working capdee unacceptable. We're
actively looking to improve the returns in this lmess in the period ahead, or
we’ll seek to reallocate capital to other areas r@hge believe better returns
can be achieved.

As we've outlined, during the period we adoptedoamfal capital allocation
methodology and are now measuring all the busisegsejects and divisions
on returns relative to the respective capital eiygdo We'll be looking to
more actively manage the allocation of capital iccaxdance with the
risk/return profile of our businesses.

cor por atefile.com.au

Pool Management Services booked EBITDA of $13.8ioni) up 26 percent,
partly reflecting a 32 percent reduction in adntiaive costs to $13.8 million.
You've indicated that following the finalisation ofie 2007/08 pool, future
pool management activity will be conducted througfe Australian
Commodity Management business. How competitiveydo expect your
proposed pool management model to be against cestugis for wheat
farmers?



MD Gordon Davis

We're confident we can have a very compelling poféér for growers. We
bring to the task our experience of running poals fihany decades and
understand those characteristics of a pool prathattare attractive to growers.
Obviously, our pools in the commercial environmeili be different from
those in the statutory environment. They'll beslesmplex, more responsive
and won'’t rely on aggregating the export volumeome pool. We’'ll be
providing more detail to the market and to growedssut our pool offers, but
while growers retain their confidence in poolingaamarketing tool we’'d see
pool management as a strong part of our businesg fmrward.

With the move to an accredited exporter programrethvill be a greater use of
cash products at harvest, as we've seen in otheketsaas they deregulate.
We'll participate in that space but at a level welfis prudent and where we
can get adequate return for the capital employed.

cor por atefile.com.au
What level of capital do you expect your pool moefequire compared with
the current arrangements?

CFO Pnhilip Gentry

We’re not expecting to release any capital fromvdat Finance, which we’ll

be using as support for our new pooling arrangesngoing forward. For this
year’s National Pool, we didn’t conduct any prevest hedging due to the
volume uncertainty and therefore, the notional goldl allocation of capital

that we’ve had in our pooling operation in the paa$ not required.

Our previous comments around the potential freamof capital related to the

fact that at the end of statutory marketing we etgx not to have the same
structure. Now we have more clarity on what wejplace statutory marketing,
we believe our Harvest Finance structure will bghhi competitive under the

new arrangements, and importantly, be capitaliefiic

cor por atefile.com.au

Supply Chain and Other Investments booked a fafft BBITDA loss of $1.9
million, compared with a profit of $2.1 million ithe pcp. The loss from the
Australian supply chain assets was $4.3 milliommpared with profit of $1.2
million in the pcp. Will further restructuring brequired for these assets to
make an acceptable return?

MD Gordon Davis

What's required for these assets to make an adaeptaturn is rain! Their
profitability is highly volume dependent. In thegppwe had the benefit of
carry-over volumes still in storage from the bumpgeason 2005/06. We
didn’t have that benefit in the first half.

cor por atefile.com.au

At your AGM in February, your resolutions regardiognstitutional reform
failed to get the 75 percent approval required frdmoth classes of
shareholders. What are your intentions regardamgtitutional reform?



MD Gordon Davis

We were encouraged that the resolutions got mgjedtes from both classes
of shareholders. The Board has maintained itslvesim move to a single
share class structure, and we’ll be looking to ehithat at an EGM which we
expect to hold in August, after the new wheat mamgdegislation takes effect
in July.

cor por atefile.com.au

You've announced a fully franked interim divideniddocents per share, in line
with the pcp. The payout ratio was 29 percent®E&Epre-significant items, of
14.0 cents. This compares with your stated potityaying out 40 to 65
percent of profit pre-significant items. What'sthationale for the relatively
low pay-out and what'’s the outlook for the full-yelvidend?

MD Gordon Davis

The dividend is consistent with the pcp and ournwig that it's a prudent pay-
out in the current environment. This is an intedimidend and the final pay-
out is a question the Board will address agaiheatfull year.

cor por atefile.com.au
Thank you Gordon and Philip.

For more information about AWB, visit www.awb.com@r call Davina Gunn
on (+61 3) 9209 2651.

For previous Open Briefings by AWB, or to receiwture Open Briefings by
e-mail, visit www.corporatefile.com.au
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