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Introduction
This Briefing Note is a summary of the Australian Department of Agriculture, Fisheries
and Forestry (ABARES) “Agricultural commodities” March quarter report. It provides an
overview of those sections relevant to irrigated agriculture.
This Briefing Note does not seek to independently verify the data contained within it. All
data presented is reproduced from the ABARE publication. This Briefing Note does not in
any way constitute advice, it is provided solely as a service.
The full ABARES March quarter report is available from the link:
http://adl.brs.gov.au/data/warehouse/agcomd9abcc004/agcomd9abcc004201203/AC2012.V2.1_AgCommoditiesV1.0.0.pdf

Additional data relevant for ABARES March quarter report is available at:
http://daff.gov.au/abares/publications_remote_content/publication_details?fid=pe_agcomd9abcc004201203_11a.xml

Global Economic Outlook:





World economic growth is assumed to moderate to 3.5% in 2012, following an
estimated growth rate of 3.8% in 2011.
Emerging economies, particularly China and India, are expected to remain the
main drivers of world economic activity, although growth rates in these economies
are assumed to moderate.
Concerns over the financing of government debt in advanced economies are
expected to slow economic growth in the OECD region, especially in the short
term.

Australia’s Economic Outlook:


Overall economic growth in Australia is assumed to average 3.25% in 2011-12
and 2012-13.



Uncertainty about global economic growth poses a downside risk for commodity
demand, export earnings and investment spending.
o Inflation:


The consumer price index rose year-on-year by 3.1% in the
December quarter 2011. Inflation pressures in Australia is expected
to remain moderate, with the inflation rate assumed to average 2.9%
in 2011/12 before easing slightly to 2.8% in 2012/13.

o Exchange rate:


The Australian dollar remained strong in the second half of 2011
against both the USD and on a trade-weighted basis. For the first 8
months of 2011/12, the Australian dollar averaged around US103
cents.



In the short term, the value of the Australian dollar is assumed to
remain relatively high due to strong commodity demand (i.e. mineral
export) and high Australian interest rates.

o Interest rates:


After lowering the cash rate in November 2011, the RBA decided to
leave the cash rate unchanged in March at 4.25%. Depending on
domestic demand over the year there might be further monetary
easing (source: RBA)

Australian agricultural exports figures:







Total volume of farm production is forecast to increase by around 1% in 2012/13.
The index of unit returns for Australian farm exports (in aggregate) is forecast to
decline by 4.1% in 2012/13. This forecast decline reflects expected lower world
prices for wheat, soybeans, cotton, dairy products, sugar, wool and rice.
Earnings from farm exports are forecast to be around $35.1 billion in 2012/13,
marginally lower than last year. Farm commodities for which export earnings are
forecast to be higher in 2012/13, include canola (2%), raw cotton (9%), grain
sorghum (12%), wine (5%), beef and veal (1%) and sheep meat (22%).
Export earnings for crops are forecast to be around $19.8 billion in 2012/13,
compared with $20.7 billion in 2011/12. The export value of livestock and livestock
products is forecast to increase by 3.6% in 2012/13 to $15.3 billion.

Major Australian Agricultural, Fisheries and Forestry Commodity exports

Grains
Global Outlook
Wheat:


World wheat indicator price (US hard red winter, fob Gulf) is forecast to fall
by 7% in 2012/13 to average around US$275 a tonne.



World wheat production is forecast to fall by 2% to around 682 million
tonnes. This forecast reflects an assumed return to average yields following
the record production achieved in the 2011/12 season.



World consumption of wheat is forecast to increase marginally to 681
million tonnes in 2012/13. This increase is largely driven by growth in
human consumption, in line with world population growth. Consumption of
feed is forecast to remain relatively high given the rise in corn prices.

Coarse grains:


World coarse grains indicator price (US corn, fob Gulf) is forecast to
decrease by 7% in 2012/13 to US $258 a tonne. The world indicator price
for barley (French Rouen feed) is expected to fall by 10% to US $248 a
tonne. These price forecasts reflect expected increases in world coarse
grain supplies.



World coarse grain production is forecast to rise by 4% in 2012/13 to a
record of almost 1.2 billion. This reflects an expected increase in corn
production in the US and China, as well as an increase in barley production
in major producing nations. World corn production is forecast to increase by
3% in 2012/13 to a record 887 million tonnes, reflecting an expected
increase in harvested area.



World consumption of coarse grains is forecast to increase by 2% in
2012/13 to 1.2 billion tonnes.

Oilseeds:


World oilseeds indicator price (soybeans, cif Rotterdam) is forecast to
decrease by 7% in 2012/13 to US $495 a tonne.



World oilseed production is forecast to increase by 4% in 2012/13 to a
record 467 million tonnes. A forecast recovery of the US soybean crop and
continued high production of canola in Canada and sunflower in the Black
Sea region are the main drivers for this forecast.



World oilseed consumption is forecast to rise by 3% in 2012 to 469 million
tonnes. Population growth and rising incomes in developing countries
(especially China and India) as well as sustained growth in industrial
demand are driving this forecast increase.

Canola:


World canola indicator price (cif Hamburg) is forecast to decrease by 8% in
2012/13 to US$580 a tonne. A forecast recovery of the European
rapeseed/canola crop combined with expected high production from
Canada.



World canola production is forecast to increase by 7% in 2012/13 to 64
million tonnes, reflecting a recovery in the European Union as a result of
improved seasonal conditions.

Australian Outlook


Australian wheat production is forecast to fall by 13% to around 26 million
tonnes in 2012/13, reflecting a return to average yields and expected
smaller planting area. Australian wheat exports are forecast to remain
largely unchanged at around 21 million tonnes in 2012/13.



The area planted to canola is forecast to increase by 5% in 2012-13,
reflecting favourable prices and strong global demand for high-bearing
oilseeds. Production is forecast to be 5% higher at around 2.9 million
tonnes.



The area planted for barley is forecast to increase by 3% in 2012/13
reflecting relatively favourable prices and high world demand for feed grain.
Assuming favourable seasonal conditions production is forecast to rise by
5% to 9 million tonnes. Export value is forecast to decrease by 1%.

Wheat

Coarse grains

Oilseeds

Cotton
Global Outlook


The world indicator price for cotton (Cotlook ‘A’ index) is forecast to fall by
37% in 2011/12 to average US103 cents a pound. This forecast price
decline reflects the significant increase in world cotton supply.



World cotton production is forecast to increase by 7% in 2011/12 to a
record 26.9 million tonnes. The forecast increase in world production is in
response to the record high world cotton price.



World cotton consumption is expected to decrease by 4% in 2011/12 to 24
million tonnes due mainly to the economic downturn in some major apparel
consuming markets (US and EU). Additionally, the gap between cotton and
polyester prices, while narrowing, is expected to persist in the short-term,
placing continued downward pressure on the demand for cotton.

Australian Outlook


Australian cotton production is forecast to increase by around 20% in
2011/12 to a record 1.1 million tonnes. The forecast increase reflects a
combination of high cotton prices at planting time and a second year of
good supplies of irrigation water.



The average storage level of public irrigation dams serving the Australian
cotton growing regions, at 13 Feb. 2012, was 99% of capacity which is far
higher than the 51% average at 13 Feb. 2010. This level of stored irrigation
water is expected to provide support for maintaining cotton production in
2012/13.



Returns at the gin gate to Australian cotton growers are forecast to
decrease by 25% in 2011/12 to $551 a bale of lint. In 2012/13, the return to
Australian cotton growers is forecast to fall by $26 a bale and average $524
a bale, reflecting the forecast decline in world cotton prices.



Australian cotton exports are forecast to increase by 89% in 2011/12 to a
record 955 000 tonnes. This forecast is driven by strong export demand
and forecast record cotton production in 2011/12. Cotton exports are
forecast to increase by a further 12.5% in 2012/13 to a record 1.1 million
tonnes. If realised, Australia would become the third largest cotton exporter
in the world (behind US and India).

Horticulture
Global Outlook


The value of Australia’s diverse horticulture industry is projected to
increase to $9.3 billion in 2011/12. The key drivers of this projected growth
are population and income growth in Australia, production from emerging
fruit and tree nut industries and growth in global demand for fruit and
vegetables, especially from China.



Growth in the horticulture industry is expected to be relatively strong in the
next few years, supported by abundant supplies of irrigation water.



The value of Australia’s net trade in fruit and vegetables is closely related
to movements in the Australian exchange rate, especially against the USD.
With the presently high value of the Australian dollar against major
international currencies, Australia’s net surpluses (in real value terms) of
fresh fruit and vegetables are forecast to reach record lows in 2011/12.



Strong growth is projected in world demand for fruit, nuts and vegetables
over the medium-term, driven by world population and income growth
(especially China and India).

Dairy
Global Outlook


World dairy product prices are forecast to fall slightly in 2012/13. While
demand for dairy products is expected to remain firm in developing
countries, an assumed slowdown in economic growth in the EU and weak
economic growth in the US are expected to dampen demand for dairy
products in these countries. Furthermore, continuing high production in key
producing and exporting countries is expected to add to the downwards
pressures on dairy product prices in the short term.
Forecast prices (2012/13)



Butter

US$3850 a tonne

Skim milk powder

US$3300

Whole milk powder

US$3550

Cheese

US$4200

In 2012/13, milk production in most major producing and exporting
countries is forecast to increase as a result of further gains in milk yields,
albeit at a slower rate than in 2011/12, leading to higher supplies of dairy
products.

Australian Outlook


The Australian farm-gate price for milk is forecast to fall by 3% in 2012/13
to average around 39.6 cents a litre. Forecast lower world prices for dairy
products will reduce unit returns to Australian dairy exporters.



Australian milk production is forecast to increase by 1.4% in 2012/13 to
9.55 billion litres, following a 3% rise in 2011/12. Most of the rise in milk
production is expected to occur in the irrigation areas of northern Victoria
and southern NSW where water availability has improved in the past two
seasons.



Relatively firm milk prices and favourable seasonal conditions resulted in
dairy producers increasing their cow herds in the 12 month period to June
2011.The significant improvement in water availability for irrigation in
northern Victoria and southern NSW is expected to underpin a further
expansion in milk production.



The total value of Australian dairy exports is forecast to decline by 4% in
2012/13 to $2.3 billion, reflecting lower average world dairy product prices.

Special:
Impact on agricultural production of recent floods in Northern NSW and southern Queensland



Widespread heavy rainfall during late 2011 and early 2012 resulted in flooding in
parts of northern NSW and southern Queensland. Some regions were affected by
floodwater for up to a week; the extent of damage to agricultural production is still
being assessed.



Grain sorghum:




Cotton:






The area of grain sorghum crops directly affected by floodwater is expected
to have been small because the effects of flooding tended to be localised.
The damage depends on crop maturity and the length of time it took for
floodwaters to recede.

While around 48% of the total area planted to cotton is in regions affected
by floods, the full extent of damage to cotton crops was unclear at the time
this report was prepared, with the actual damage dependent on the level of
inundation and the growth stage of the plants.

Livestock:



While some localised stock losses were reported, the overall impact on
livestock production is not expected to be significant.

Crops outside inundated areas:





In areas not inundated by floodwater, summer crop yields are expected to
be above average, reflecting full moisture profiles of the subsoil.
The recent heavy rainfall will also recharge surface and groundwater
storages in the upper Murray-Darling Basin.
Harvesting of winter crops was complete in southern Queensland and
northern NSW before the inundation occurred.

