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* Profile of Australian agriculture
*  Commodity outlook

* Future challenges
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What we produce P

: Wheat 9% OUTLOOK
Coarse grains 5%
9% ‘A O Cotton 5%
Canola 3%
(O Pulses 3%
() Sugar cane 2%
() Wine grapes 2%
() Other crops 3%
() Other grains & oilseeds 1%
Fruit & nuts 7%
O
@ Vegetables 6%
() Other horticulture 4%
©
@ Cattle & calves 16%
@ Milk 7%
@ wool 7%
@ Sheep & lambs 6%
44% () Poultry 4%
() Pigs 2%
() Other livestock 3%
@ risheries 5%

@ rorestry 4%
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Where we produce it

2019

OUTLOOK

-

Pastoral zone
12% of GVP; - p
5000 farms 0 4

Tanami
Desert

Great Sandy Desert

Simpson
Desent

Gibson Desert

Great Victoria Desert

Great Sandy Desert, WA

Wheat-sheep zone
51% of GVP; 54 000 farms

High rainfall zone 37%
of agricultural Gross Value of Production
imikio e (GVP); 57 000 farms
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Australia exports most of what we produce vy

QUTLOOK

Share of agricultural production exported,
3-year average, 2014-15 to 201617

O C 9 O

Sugar Horticulture  Mutton & lamb  Pig & poultry
18% 18% 12% 6%
Dalry products Beef & veal Wheat Canola
41% 16% M% 5%

70%

of agricultural production
Is exported


http://www.agri-outlook.cn

Microeconomic reform

Market regulation

GATT Uruguay Round

b — -

Deregulat|on of ™

1980:
SMAs NSW egg mdustry Wo I WTO
11 Commonwealth Floor price ended Established
Competition revieW""’""-:SMA'S repealed
Da|ry
Deregulated
EPBC Act
Vegetation conservat|on
Acts
Threatened species,”
Acts -

“Native title Act
Brundtland
Our Common Future _-

Rio Earth Summit

Environmental & land regulation

1987 mem———— 1992

#2000 m—

2019

OUTLOOK

Foreign ownership
register

Reviews of native veg
laws
Cllmate & carbon

Mining & CSG

Smaller

AW\ater plans & trading

Planning & zoning

\ Sugar
De regulated

. Industry codes
“of conduct
Wheat . NSW rice

End of single desk Véstm& renewed ACCC
Commissioner

Reforms to

pasture leases WA potatoes

deregulated

201( w—— 0018 5§
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Sector remains strong despite drought v
Gross value of agricultural production OUTLOOK
80

@ Meat & live animals
O Livestock products

60

M‘.'-b @ Grains & oilseeds
=4 @ All other crops
“ O Fruit & vegetables
A~ = @ All other horticulture
= = = |ong-term average
20
2018-19

ob 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
—01 -03 05 -0A 09 -11 -13 —15 -—17= =19t

f Forecast. z Projection.
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2018-19 winter crop: A tale of two halves >

OUTLOOK

2" biggest crop ever Smallest crop since

200607

17.7Mt L 12.7Mmit

@ Cropping areas
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Feed grain and fodder costs have risen

450
400
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50

2018-19
S/t

2013-14

2014-15

2015-16

201617

2017-18

2018-19
(Jun-Mar)

2019
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Feed wheat

+48%

compared to 2017-18

Hay

+74%

compared to 2017-18
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Drought and strong prices driving cattle slaughter ou‘ff;K

12 N o S B I 1,208
10 | 1 B 1,000
B Drought years
3 _ —— 800
===(attle slaughter
6 T 600 ===(attle saleyard price
(right axis)
4 - 400
2 | £ - - 200
million head 2018-19 S/kg

2000-01 2003-04 2006-07 2009-10 2012-13 2015-16 2018-19f
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Lamb slaughter relatively unchanged »

2019

OUTLOOK
25 N ™ B — o ¥ 1’000
20 ~ 800 mm Drought years
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2000-01 2003-04 2006-07 2009-10 2012-13 2015-16 2018-19f


http://www.agri-outlook.cn

Sector remains strong despite drought v
Gross value of agricultural production OUTLOOK
80

@ Meat & live animals
O Livestock products

60

M‘.'-b @ Grains & oilseeds
=4 @ All other crops
“ O Fruit & vegetables
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Production to rebound

Gross value of agricultural production

30

60
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20:1.8-19
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@ Meat & live animals
O Livestock products
Sy

. @ Grains & oilseeds
=4 @ All other crops

W‘ O Fruit & vegetables
= @ All other horticulture

— = = |ong-term average
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And modest growth ahead - -
Gross value of agricultural production OUTLOOK
80

@ Meat & live animals
O Livestock products

60 % @ Grains & oilseeds
=4 @ All other crops
" O Fruit & vegetables
A~ = @ All other horticulture
= = = |ong-term average
20
2018-19
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Exports to grow modestly -~
OUTLOOK
60

@ Meat & live animals

50 O Livestock products

.%14_. @ Grains & oilseeds
= = @ All other crops
‘v‘ . Fruit & vegetables
2 e . All other horticulture
20
10
2018-19
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Incomes hit by drought, but still high ... on average @ +=%

2019
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300 |
@ rarm cashincome
. Drought years
© QLD drought
200
100
2018-19
5’000

1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
—99 —01 —03 —05 -0/ —08 10 —13 —15 ik —19y

y Projection.
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Regional drought effects are very clear A

OUTLOOK

Current farm cash income compared
to average over the previous 10 years

@ >25% below average
(O 0-25% below average

(O 0-25% above average
@ >25% above average

O Insufficient data
() Non-agricultural land
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Recent returns to farming have been good >

2
2019

OUTLOOK

") Average rates of return to farming over last 5 years ?

8.2%

8%

6%

4%

2%

%

N -

Beef Dairy Sheep Mixed livestock  Sheep-beef Wheat and
cropping other crops

a Including capital appreciation.
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Beef farming returns -

2019

_ OUTLOOK
Average rates of return to farming over last 5 years ?
10%

8%

6%

4.0%

4%

2%

%

Beef

a Including capital appreciation.
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Beef farming returns are linked to size >
OUTLOOK
Average rates of return to farming over last 5 years 2
> 9.2%
8%
6%
4.0%
4%
2%

%

Beef Small Medium Large Very large
(<5500k sales})  (S500k-S1m (S1m-55m (>$5m sales)
sales) sales)

a Including capital appreciation.
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Crop prices will remain low, risks to upside -
OUTLOOK
900 35
@ cCanola
800 30 . Sugar (right axis)
700 © wheat
600 25 . Barley
c00 20 . Corn
400 15
300
10
200
100 >
S 2018-19

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022
01 =03 —0s\-V7* 09 =11 =13 g5 217 —19f 21z —is¢

f Forecast. z Projection.


http://www.agri-outlook.cn

Livestock and products outlook is mixed

2018-19
Ac/kg 2000 2003 2006 2009 2012 2015 2018 2021
-01 -04 -07 -10 -13 =16 -19f -22z

f Forecast. z Projection.
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OUTLOOK
Drought impacts vary

Incomes will improve ... with rain

Demand growth strong

Competition will keep a lid on some prices

Herd and flock rebuilding ... with rain
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Long term trends shaping Australian agriculture -

OUTLOOK
* Markets for farm inputs and outputs

* Technology development and uptake
 Structural change
* Climate change

* Society’s expectations of farmers
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Competitiveness: the race for advantage
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Australia’s agricultural export markets are changing +=%

2019

Around two-thirds now exported to Asia OUTLOOK
1997-98 2017-18
$30.4 billion $50 billion

Other Asia
9%

Korea, Rep. of
6%

Korea, Rep. of
3%

Note: Values reported in constant 2017-18 Australian dollars
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China and Indonesia food imports — 2009 and 2050 a

Beef

Fruit

Starches

Cereals

Dairy

Sheep and goat meat
Sugar

Vegetables

W gy

REGIONAL
OUTLOOK

Indonesia

Fruit
Vegetables
Starchy staples
Beef

MW 2050

W 2009 Rice
Sugar
Dairy

Sheep and goat meat

Wheat

i"Hl”l

10 -5 0 5 10 15 20 25 30
SUS billion (2009 terms)
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Resource scarcity >

el OUTLOOK
“Buy land, they’re not making it anymore”

Source: Shutterstock 2018
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Resource scarcity
... makes it crucial to support efficient resource allocation

Historical water use in southern Murray-Darling Basin

7,000 700
6,000 A 600
5,000 7 500
4,000— g % 400
3,000—?-?—? - 300
2,000 /_’ ’1 200
A |

1,000—/— 100

GL_4_4 / - . = B R A S/ML

l
2004 2006 2008 2010 2012 2014 2016

Water use by irrigation activity and water allocation price
Source: ABARES: Australian Bureau of Statistics

OUTLOOK
@ Other
) Pastures
® Rice
@ Cotton

@ All other horticulture
~ Nut farms in Vic. Murray

=== \Nater price (right axis)
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Productivity growth
Australian productivity growth is keeping pace with advanced economies,
but emerging producers are catching up

Change in productivity from base year, selected countries

350 ee+ United States
==+ New Zealand

300 = (hina

250 e Brazil
= Australia

200

150

100

50
Index

IIII|I|III|I|IIl[Ill][i|llIIIllllI||I|ll||[l|l[||l|]|

1966 1972 1978 1984 1990 1996 2002 2008 2014

{Index of total factor productivity at constant real prices. Average of 1962 to 1967 = 100)
Source: US Department of Agriculture Economic Research Service 2017
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Structural change

Share of farm numbers and output by farm size 1978-1980 and 2014-2016

100%

80%

60%

40%

20%

0%

Share of farm numbers

1978-1980

2014-2016

Share of output

1978-1980

2014-2016

-
R 4

REGIONAL
OUTLOOK

M Large farms

B Medium farms

® Small farms
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Temperature anomaly (°C)

Adaptation to climate change

1.5
— Sea surface temperature

-1.5

—— Australian surface air temperature

ABojoioa)ay JO nealng :32INosg

1910 1920 1930 1940 1950

Time series of anomalies in sea surface temperature and temperature
over land in the Australian region. Anomalies are the departures from
the 1961-1990 average climatological period.

1960 1970 1980 1990 2000 2010

Southern growing season (April to October) rainfall deciles for the last 20 years (1999-2018). A decile
map shows where rainfall is above average, average or below average for the recent period, in
comparison with the entire rainfall record from 1900. Areas across northern and central Australia that
receive less than 40 per cent of their annual rainfall during April to October have been faded.

]

2019

Sl fenls

Rainfall has been very low over
parts of southern Australia during

April to October in recent decades.

Rainfall decile ranges

Highest on record

10 Very much
above average
8-9 Above average
4-7 Average
2-3 Below average
1| Very much
below average

. Lowest on record

ABojoloslap Jo Neaing :824nos
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Consumer preferences |
and Water Res ’

Reputation is a common property resource ABARES
OUTLOOK

The Straits Ti
© Sialts Times Salmon farming, Macquarie Harbour, Tasmania

Environment Tasmania

Chicken shed, Victoria
Australian Chicken Meat Federation
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B:  Australian Government
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