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Introduction
This Briefing Note is a summary of Australian Department of Agriculture, Fisheries and
Forestry (ABARES) "Agricultural Commodities" September 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 ABARES publication. This Briefing Note does not in
any way constitute advice, it is provided solely as a service.
The full ABARES September quarter report is available from the link;
http://adl.brs.gov.au/data/warehouse/agcomd9abcc004/agcomd9abcc004201303/AgCommodities2013.No1_Ver1.0.0.pdf
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Global Economic Outlook


World economic growth is assumed to improve modestly in 2013 to 3.5 per cent,
after weakening to an estimated 3.2 per cent in 2012. Over the medium term to
2018, world economic growth is assumed to average around 4 per cent a year.



Emerging economies, particularly in Asia, are expected to remain the main drivers
of world economic activity, while the public sector debt issue in Western Europe and
large budget deficits in the United States are likely to constrain economic growth.



Considerable risk remains in the world economic outlook, with highlight indebted
governments needing to address unsustainable fiscal positions and implement
consolidation measures in coming years.

Australia's Economic Outlook


GPD
Real GDP rose at a year-on-year rate of 3.1 % in the September quarter 2012,
following growth of 3.8 % in the June quarter. Economic growth in Australia is
assumed to average 2.8% in 2013-14, following growth of 3% in 2012-13.



Inflation
Inflationary pressures in Australia remain modest. The consumer price index rose
year-on-year by 2.2% in the December quarter 2012, compared with an increase of
2% in the September quarter. Inflationary pressures in Australia are expected to
remain modest, with the inflation rate assumed to average 2.5% a year over the
outlook period.



Exchange Rate
The Australian dollar remained strong in the second half of 2012 averaging around
US104 cents. In the short term, the Australian dollar is expected to remain strong.



Interest Rates
The Cash Rate in Australia is currently at 3.00%.
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Australian agricultural export figures
The total volume of farm production is forecast to increase by around 3.6% in 2013-14,
following a forecast decline of 5.8% in 2012-13. The increase reflects a forecast rise in
both crop and livestock production. Over the medium term, farm production is projected to
rise gradually. By 2017-18 the index of farm production is projected to be 8.2% higher than
the level forecast for 2012-13.
The index of unit returns for Australian farm exports, in aggregate, is forecast to remain
largely unchanged in 2013-14 after declining by 2.1 per cent in 2012-13. Higher world
prices for cotton, beef, wool and dairy products are expected to be largely offset by lower
world prices for wheat, rice, soybeans and sugar.
Earnings from farm exports are forecast to be around $35.6 billion in 2013-14, marginally
lower than the forecast $35.9 billion in 2012-13. Farm commodities for which export
earnings are forecast to be higher in 2013-14 include barley (4%), wine (7%), beef and
veal (2%) and wool (17%).
Export earnings for crops are forecast to be around $20.4 billion in 2013-14, compared
with $21.5 billion in 2012-13. Over the medium-term, the value of Australian farm exports
is projected to be $33.7 billion in 2017-18 (in 2012-13 dollars), marginally higher than the
average of $33.1 billion (also in 2012-13 dollars) in the five years to 2011-12.
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Grains
Global Outlook
Wheat
The world indicator price (US hard red winter, fod Golf) is forecast to fall by 12% in
2013-14 to US$320 a tonne, reflecting a strong increase in world wheat production
and an increase in world stocks. Despite this forecast decline, the wheat indicator
price is expected to remain above the average of US$292 a tonne over the five
years to 2011-12.
World wheat production is forecast to increase by 5% in 2013-14 to almost 690
million tonnes, largely driven by forecast higher yields in the Black Sea region and
the European Union. Additionally, producers are estimated to have increased the
area planted to wheat in response to favourable prices at the time of planting.
World wheat consumption is forecast to increase marginally in 2013-14 to 686
million tonnes, largely driven by increased human consumption. Consumption of
feed wheat is forecast to rise marginally to 133 million tonnes in 2013-14 in
response to forecast lower world prices, but remain below the record use of 146
million tonnes in 2011-12.
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Coarse Grains
The world coarse grains indicator price (US corn, fob Gulf) is forecast to decrease
by 11% to US $281 a tonne in 2013-14. This price fall reflects higher coarse grains
production as producers respond to higher prices in 2012-13.
World coarse grains production is forecast to rise by 9% in 2013-14 to 1.2 billion
tonnes with world corn and barley production forecast to increase.
World consumption of coarse grains is forecast to increase by 5% in 2013-14 to 1.2
billion tonnes. World feed consumption of coarse grains is forecast to increase by
5% in 2013-14 to 708 million tonnes, supported by falling grains prices and rising
livestock production. Foo, seed and industrial use of coarse grains is forecast to
increase by 6% in 2013-14 to around 502 million tonnes, led by a recovery in US
ethanol production.
Oilseeds
The world oilseeds indicator price (soybeans, cif Rotterdam) is forecast to fall by 9%
in 2013-14 to US$50 a tonne. This forecast decline reflects an increase in world
soybean supplies, risen by forecast record production in Latin America and a
recovery in production in the United States.
World oilseed production is forecast to increase by 3% in 2013-14 to 478 million
tonnes, driven by a forecast rise in production of canola, soybeans and sunflower
seeds.
World oilseed consumption is forecast to increase by 3% in 2013-14 to 474 million
tonnes. This increase is driven by a rise in oilseed crush, reflecting increased
demand for vegetable oils and protein meals.
Canola
The world canola indicator price (cif Hamburg) is forecast to decline by 4% in 201314 to US$605 a tonne, driven by increased supplies available for export as a result
of higher canola production in Canada.
World canola production is forecast to increase by 5% in 2013-14 to 62 million
tonnes, reflecting record production in Canada.
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Australian Outlook
Australian wheat production is forecast to increase by 13% to around 25 million
tonnes in 2013-14. This forecast increase reflects partly improved yields following
the generally dry conditions in the 2012-13 growing period, particularly in Western
Australia. Additionally, the area planted to wheat is forecast to increase by 4% to
13.8 million hectares in response to expected favourable prices.
Australian wheat exports are forecast to decline by 5% in 2013-14 around 21 million
tonnes. Despite the forecast increase in production, a reduction in stock
drawdowns, which are supporting export volumes in 2012-13, are expected to offset
the effect of higher production. The value of exports is forecast to fall by 8% to $6.6
billion, reflecting forecast lower world prices.
In Australia, the total area planted to coarse grains is forecast to rise by 2% in 201314 to 5.6 million hectares, with producers forecast to respond to favourable coarse
9

grains prices. Combined with the recovery in yields, total coarse grains production
is forecast to rise by 13% to 12.1 million tonnes.
The area sown to barley is forecast to rise by 3% in 2013-14 to 4 million hectares.
Production is forecast to rise by 11% to 7.8 million tonnes, reflecting the increase in
area and a recovery in yields. The area planted t grain sorghum is foreast to rise by
8% in 2013-14 to 622 000 hectares, largely reflecting an assumed return to
favourable seasonal conditions compared with the hot and dry conditions which
prevented plantings in 2012-13.
Exports of coarse grains are forecast to increase by 4% in 2013-14 to 6.5 million
tonnes. The value of coarse grains trade is expected to increased by 2% to 1.9
billion, of which barley exports are forecast to fall by 2% to $1.5 billion.
The area planted to canola is forecast to decline by 11% in 2013-14 to 2.1 million
hectares, following a record planted area in the previous season. Low soil moisture
profiles in mot states and favourable prices for competing grains are making canola
planting less attractive to producers. Assuming average yiels, Australian canola
production is forecast to decline by 5% in 2013-14 to 2.9 million tonnes. The value
of exports is forecast to decline by 13% to $1.25 billion in 2013-14, reflecting an
11% decline in export volume to just over 2.2 tonnes.
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Cotton
Global Outlook
The world indicator price for cotton (Cotlock ‘A’ index) is forecast to average US85 cents a
pound in 2012-13, which is 15% lower than in 2011-12. This forecast price decline reflects
record world closing stocks of cotton as world production exceeds consumption for the
third year in a row.
World cotton production is forecast to decrease to 26 million tonnes in 2012-13 down
around 4% from the record harvest of 2011-12. Cotton production is forecast to be lower in
all major producing countries, except China and the United States. The forecast cotton
production increase for the United States is based on an assumption of improved seasonal
conditions following an extended period of drought in some cotton producing regions in
recent seasons.
World mill consumption of raw cotton is forecast to increase to 23.1 million tonnes in 201213, a modest 3% recovery from 2011-12, which was the lowest level in eight years. The
key factors contributing to the growth are a more favourable cotton polyester price ratio
and growth in apparel consumption, particularly in India, Pakistan, Turkey and
Bangladesh.

Australian Outlook
Australian cotton production is forecast to be 945 000 tonnes in 2012-13, down 21% from
last season’s record, but still the second largest harvest on record. The area planted to
cotton is estimated to be 442 000 hectares and drying plantings of 23 000 hect ares. Above
average yields are forecast for irrigated plantings, because of a combination of good
supplies of irrigation water in most regions and hot dry weather. However, lack of rain has
adversely affected yields of dryland cotton.
The average storage level of public irrigation dams serving the Australian cotton-growing
regions, at 11 February 2013, was 68% of capacity. This is higher than the average of
around 40% for the same time of year over the past 20 years. Assuming normal seasonal
runoff between now and the next planting time in September 2013, the level of stored
irrigation water should enable another large Australian cotton crop in 2013-14.
Australia cotton production is forecast to be 905 000 tonnes in 2013-14, only 4% lower
than in 2012-13.
Returns to Australian cotton growers at the gin-gate are forecast to decrease by 20% in
2012-13 to $450 a bale of lint (including the value of cottonseed and net of ginning costs).
Forward cash prices for lint on offer to Australian cotton growers at 13 February 2013 were
around $420 a bale for delivery of 2012-13 crop, $405 a bale for 2013-14 crop and $400 a
bale for 2014-15 crop. In 2013-14 the return to Australian cotton growers is forecast to
average around $453 a bale, largely unchanged from 2012-13, reflecting some forward
selling of cotton at higher prices than currently on offer.
Australian cotton exports are forecast to increase to a record 1.1 million tonnes in 2012-13,
11% higher than in 2011-12. This forecast reflects the record 2011-12 harvest and the
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forecast of another large harvest in 2012-13. This forecast, if realised, would place
Australia as the second largest cotton exporting country, behind the United States.
However, Australian cotton exports are forecast to decrease by 17% in 2013-14 to 924
000 tonnes, based on forecast lower Australian cotton production.
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Dairy
Global Outlook
In 2013-14 world dairy product prices are forecast to rise, driven by increased demand in
the developing countries of Asia and the Middle East and North Africa and limited growth
in supplies from key exporting countries. World prices for most dairy products are forecast
to average slightly lower in 2012-13, compared with the averages in 2011-12.
World prices for whole milk powder and skim milk powder are forecast to increase by 4.5
% and 3% in 2013-14 to US$3500 a tonne and US$3450 a tonne, respectively. World
price for butter and cheese are forecast to increase by around 2% to US$3430 a tonne
and US$4250 a tonne, respectively.
Global milk production is projected to rise over the medium term as producers in the main
producing and exporting regions increase output in response to relatively favourable
farmgate prices. At the same time, milk production in the emerging economies of China,
Brazil and India is forecast to rise, driven by expected strong domestic demand for dairy
products and application of improved dairy production technologies.
Important demand for dairy products in the developing countries of Asia, the Middle East
and North Africa is expected to remain relatively firm in 2013-14 as economic growth in
these regions strengthens. However, continuing relatively weak economic activity in the
European Union is expected to moderate growth in European dairy demand in 2013-14.

Despite a forecast slowing in the growth of global milk production in 2012-13, an assumed
economic slowdown in the EU and weaker demand growth in Asia is expected to result in
world dairy process averaging lower in 2012-13.
The world price of butter is forecast to fall by 14% to an average of US $3350 a tonne in
2012-13. For both skim milk powder and whole milk powder, world prices are forecast to
decline by around 4% and average around US $3100 a tonne and US $3280 a tonne,
respectively. The world price of cheese in 2012-13 is forecast to fall by around 3% to an
average of US$ 4150 a tonne.

Australian Outlook
The Australian farmgate price for milk is forecast to increase by 2% in 2013-14 to average
39.4 cents a litre, reflecting the effect of higher world dairy product prices. The relatively
strong Australian dollar is expected to place downward pressure on returns to Australian
dairy exporters.
Australian farmgate prices for milk are projected to fall slightly over the outlook period to
reach 36 cents a litre (in 2012-13 dollars) in 2017-18, reflecting lower world dairy prices
toward the end of the projection period.
Australian milk production is forecast to increase by 1.3% to 9.62 billion litres in 2013-14
following forecast relatively unchanged production in 2013-14 reflects further expansion in
the dairy herds in Victoria, southern NSW and Tasmania.
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The total value of Australian dairy exports is forecast to decline by 2% in 2012-13 to $2.2
billion, primarily reflecting the effect of forecast lower average dairy product prices on
world markets. In 2013-14, export earnings from dairy are forecast to rise by close to 2%
to around $2.3 billion.
Over the medium term earnings from dairy exports are projected to remain around $2.2
billion (in 2012-13 dollars) a year, before easing gradually toward the end of the projection
period.
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