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Citrus Export Resource Trend Analysis

Preamble

Inflation targeting in South Africa has been offset by an all time high of Brent Crude as well as the rising cost of

electricity during the 2008 financial year. Various resources relevant to citrus have shown an upward trend of late and

are likely to increase the post harvest production and FOB cost of citrus exports. Apart from Europe markets, most

citrus markets are FOB based. Average bunker price adjustments and BAF levels are an important consideration to

evaluate the cost of the CIF term. Annual market specific carton prices should be constantly evaluated in relation to

production output costs. The margin between market price and citrus production is likely to decrease substantially in

the years to come as the cost of main resource elements i.e. electricity, labour and transportation is expected to

increase. Further evaluation may be required to determine the future sustainability of citrus exports measuring

specifically the relation between market price inflation relative to production and FOB cost inflation.

Key Resource Variables

1.

Rand Exchange Rate against Key Citrus Market Currencies: used to determine the adjusted return on trading

values.

Key Index Adjustments (CPI / PPI): key indexes used to determine the average annual price adjustment of

consumables, supplies, labour and services relative to average annual price adjustment of production output.

Eskom Electricity Price Adjustment: measures the adjusted cost of electricity in South Africa. Electricity is

used during production, cold storage and rail transportation.
US$ Brent Crude Price Adjustment: evaluates the adjustment of Brent Crude in relation to the R / US$

exchange rate. Rand price of crude determines the price of fuel.

ZAR Basic Diesel Price Adjustment: determines the historical price of diesel, diesel is used in machinery

during harvesting and transportation.
Ave. Truck Operating Cost (c.p.km. and daily standby charges): measures the rated cents per kilometre and

daily standby charge of road transportation in South Africa.

BAF Europe: Bunker Adjustment Factor refers to floating part of sea freight charges which represents
additions due to crude oil price fluctuation. BAF charges used to be determined by Carrier Conferences to be
applicable for a certain period on a certain trade route. The European Commission banned Carrier
Conferences as of October 17 2008. The shipping lines now set their own independent BAF rates. They will
be closely monitored by the EC to ensure that no collusion is taking place. The recent fluctuations in oil price
(2008) means that the BAF rates similarly increased the cost to transport goods by sea.

Baltic Dry Index (BDI): A shipping and trade index created by the London-based Baltic Exchange that

measures changes in the cost to transport raw materials such as metals, grains and fossil fuels by sea. The

Baltic Dry Index is used by economists to determine the adjustment in the global trade economy.

Disclaimer: These resource statistics have been compiled with information presently available and in good faith but with the express

condition Ctihatust Gg@g odver s Associationd accepts no Iliability what:
thereof . The |l iterature contained herein is the view of thatritol
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Source: www.reservebank.co.za

Rand Exchange Rates 2004 - 2009
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Source: www.statssa.gov.za

Key Index Adjustments 2000 - 2009
200 70%

CPI Adjustment (Base 2008 = 100): Consumer

Price Index is an index that reflects the change in

cost for goods and services relative to consumers 180
from one year to the next.

- 60%

PPI Adjustment: Producer Price Index is an index 160
that reflects the change in cost for goods and
services relative to production from one year to the
next. Increased by 24.6% in the last 3 years.

140 - 50%

Domestic Output (Base 2000 = 100): adjusted 120

index for local production of goods. Increased by - 40%
25.9% in the last 3 years.
100 -
Import Commaodities (Base 2000 = 100): adjusted
index for import goods for local production. 80 - 30%

Increased by 13.5% in the last 3 years.

Export Commodities (Base 2000 = 100): adjusted 60

index for export goods from local production. - 20%
Increased by 16% in the last 3 years
40
Output index exceeds commodity index from 2008 | 10%
20
0 - 0%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
mmm Accumulatice CPI % Adj. 5.8% 14.8% 20.7% 22.1% 25.5% 30.1% 37.3% 48.7% 54.7%
mmmm Accumulative PPI - Domestic Output % Adj. 7.6% 21.1% 23.3% 25.6% 29.3% 37.0% 47.9% 62.2% 62.9%
= Accumulative PPI - Imported Commodities % Adj 10.0% 25.5% 21.4% 17.5% 21.1% 28.9% 38.4% 54.8% 42.4%
mmmm Accumulative PPI - Exported Commodities % Adj. 7.2% 20.1% 17.1% 19.6% 25.7% 33.9% 47.3% 55.4% 49.9%
©== CPI Adjustment 62.5 66.1 72.1 76.3 77.4 80 83.7 89.7 100 106
X PPI - Domestic Output 100 107.6 1221 124.8 127.7 132.4 142.6 158.2 180.8 182
A PPI - Imported Commodities 100 110 127.1 121.8 117.1 121.3 130.7 143.2 166.7 146
O~ PPI - Exported Commodities 100 107.2 121 117.4 120.3 127.7 138.1 156.7 169.4 160
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Source: www.eskom.co.za

RSA Eskom Price Adjustment 2000 - 2009

. . . - 140%
Eskom price adjustment in relation to
CPI from 2000 - 2009 (2010 based on
Eskor_n'_s proposal to increase 120%
electricity by 33%)
Eskom adjustments above CPI since o
2004. 100%
Eskom accumulative adjustments in 80%
line with accumulative CPI until 2007. °
In 2009 electricity 72.4% above CPI.
Price of electricity 64.7% higher in the 60%
last 3 years.
If Eskom is awarded the 33% price 40%
increase for 2010, the cost of electricity
i 0,
will be 102.5% above CPIL 20% ~
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
mmmm Accumulative CPI % Adjustment 5.8% 14.9% 20.7% 22.1% 25.5% 30.1% 37.3% 48.8% 55.8% 63.8%
= Accumulative Price Adjustment 5.2% 11.4% 19.8% 22.3% 26.4% 31.5% 37.4% 64.9% 96.2% 129.2%
mmmm Eskom Adjustment % of CPI (Cumulative) -10.3% -23.5% -4.2% 1.0% 3.6% 4.7% 0.3% 33.0% 72.4% 102.5%
Annual CPI % Adjustment 5.4% 5.8% 9.1% 5.8% 1.4% 3.4% 4.6% 7.2% 11.5% 7.0% 8.0%
Eskom Price Adjustment 5.5% 5.2% 6.2% 8.4% 2.5% 4.1% 5.1% 5.9% 27.5% 31.3% 33.0%
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Price of Brent Crude in Relation to US$ Exchange Rate

The average monthly US$ Brent Crude
price per barrel in relation to US$
exchange rate.

Fuel price increase a result of an
increase in US$ price of Brent Crude
escalation on the back of a weaker Rand
value against the US Dollar.

Price of Brent Crude at all time high
during 2008 and stabilized during 2009.

Price of Brent Crude is expected to
increase to US$100 within the first
quarter of 2010.

An interesting note that the Rand value
deteriorated against the Dollar on the
back of a fall in Brent Crude prices during

the first half of 2009.
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R/US$

Source: www.dme.org.za
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Price of US$ Brent Crude in Relation ZAR Price Brent Crude

Source: www.dme.org.za
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