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What are the Icebergs
Which can cause a bust?

• “Roo in the Stew”

• “Oil Shock”

• “Trade Barriers”

• “Economic Crisis”

• “Animal Lovers”



Current Situation

• Shortage of Sheep

• Strong Demand

• Prices Rising

• Costs will rise



Should You Invest in Sheep?



Our Modelling

• 1000 Breeding Ewes

• 90% Weaning

• 10% Culling

• 2% Deaths

• CFA Sold at 7 Year Old



Choices

• Breed up to 2000

• Purchase 1000



Four scenarios have been 
modelled

• Scenario one: Steady state market and no 
borrowing except for the purchase of the extra 
stock

• Scenario two: Market fall and no borrowing 
except for the purchase of the extra stock

• Scenario three: Steady state market and 
$200,000 core debt plus borrowing for the extra 
stock

• Scenario four: Market fall and $200,000 core 
debt plus borrowing for the extra stock



Graph 1: Scenario one Steady 
state market and no borrowing
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Graph 2: Scenario two Market 
fall and no borrowing
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In this situation breeding up gives a better return than buying in.



Graph 3: Scenario three Steady 
state market and $200,000 

borrowed
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Graph 4: Scenario four Market 
fall and $200,000 borrowed

Cumulative Income 50% Reduction in Cull ewe and lamb price

$200k Debt

-350000

-300000

-250000

-200000

-150000

-100000

-50000

0

50000

2010 2011 2012 2013 2014

Year

Breed up

Buy in





Sheep Purchasing Decision 
Tool













Conclusion
• History tells us price shocks do happen, are 
unpredictable and often are caused by 
unforeseen (unknown unknowns) events.

• Use good business sense. It's the decisions 
made in good times that impact on a business in 
a downturn.

• The impact of market changes is integrally tied 
to the debt position of the business.  Those 
businesses with high debt levels are particularly 
vulnerable to down turns in prices and increases 
in costs.



• Know what the effect of the worst case 
scenario is on any business decision. 

• Remember that profits dissipate and 
losses accumulate.

• Fundamentally the future is very positive 
for sheep.

• Use the current boom to increase equity in 
your business and accumulate some 
profits.

Conclusion






