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I ND US T RY OV E RV I EW
WH Y I NV E ST I N A U S T R A L I A N A G R I CULTUR E ?
G L O B A L P R E SP EC T IVE
*s e e a nne xure s; Ta b l e 1

Au s t r a lia ;
•

is a stable economic and political environment with secure ownership and title over land;

•

is a major food producer and exporter;

•

is a beneficiary to free trade agreements with Japan, Korea and China;

•

has favourable capital growth rates;

•

is one of the world’s lowest cost and most efficient producers of quality soft commodities;

•

is the largest producer of wool globally, and the largest exporter;

•

is a major beef producer, with approximately two-thirds of Australia’s beef production exported;

•

exports 60% in volume of the total agricultural production;

•

the gross value of farm production is forecast to increase by 5.3% in 2015/16 to around $54.4 billion dollars; and

•

the global demand for food continues to increase.

Overall, the Australian agricultural sector has unique features that will give it a competitive advantage in the 21st century, these include:•

Agricultural land is a diminishing resource.

•

Australian production is regarded as healthy, clean and green.

•

Globally relatively low land prices.

•

A competitive Australian Dollar (on average), low inflation and low interest rates.

•

Close proximity to the growing Asian market.

•

Increasing global demand for a widening range of agricultural products including:- beef, lamb, wool, rice, wheat, corn, cotton, dairy, fruit and
vegetables.

•

Competitive commodity prices on global markets.

•

A strong transportation system nationwide, with good port facilities.

•

A disease free reputation.

•

Emphasis on research and development – the implementation of technological innovation.

•

Economies of scale.

•

Climatic diversity allows for a wide range of production alternatives, and Australia’s Southern Hemisphere location provides counter-seasonal
marketing opportunities.

Au s t r a lia n E x change Rate
The exchange rate against the US Dollar is forecast to continue to fall from its 2011/12 high of parity, to around 70 cents – lower than its recent 30 year
average.

G lo b a l E c o n o m y
•

Global growth is forecast to remain at 3.3% before moderating to around 3.5% in 2020.

•

Lower world oil prices, and economic recovery in the United States are expected to support growth in the OECD, with conditions in Japan and
Europe remaining weak.

•

China is expected to remain a driver of world economic growth even though its growth is expected to fall to approximately 6.5% by 2020.
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2016 GDP GROWTH FORECASTS, %
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O U T L O O K FO R AUST R AL IA’S C OM M OD ITY SECTOR
•

The gross value of farm production is forecast to increase by 5.3% to around $54.4 billion during 2015/16.

•

It is then anticipated in 2019/2020 the gross value of Australian farm production is projected to be around $55.3 billion (in 2014/15 dollars),
around 9% higher than the five year average to 2013/14.

•

Farm commodity export earnings are expected to be $40.5 billion in 2015/16, these include:-

		 wheat (up 12%)
		 sugar (up 11%)
canola (up 10%)
dairy products (up 8%)
beef and veal (up 2%)
•

The value of farm exports by 2019/20 is projected to be around $41.2 billion dollars (in 2014/15 dollars) – 9% higher than the average of the
past 5 years.

•

The above forecast increases will be largely offset by falls for mutton (39%), cotton (35%), barley (11%) and lamb (8%).

•

The gross value of livestock production is forecast to increase by approximately 5.6% to $25.9 billion (in 2015/16 dollars) – this mainly reflects
the effect of higher saleyard and farm gate prices which more than offset expected lower slaughterings as a result of assumed herd and flock
rebuilding.

•

The gross value of crop production is forecast to increase by approximately 5.5% to $28.5 billion (in 2015/16 dollars).
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MAJOR AUSTRALIAN AGRICULTURE COMMODITY EXPORTS

a Wheat, barley, sugar, canola, cotton,

f ABARES forescast, s ABARES estimate

cheese and skim milk powder are
world indicator prices in US$. All other
commodities are export unit returns or

source: ABARES 2015–16 Agricultural

domestic prices in AU$.

Outlook Data
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G R A I N S A N D OIL SEED OUT L OOK
Australian grain and oilseed production is forecast to rise over the next five years to reach 42.6 million tonnes by the end of the decade. It is anticipated that
plantings of grains and oilseeds will rise slowly to approximately 22.5 million hectares by 2019/20. Exports are also predicted to rise by 1.7% per year to
29.3 million tonnes by the decade’s end, with a projected value of $9.3 billion dollars (in 2014/15 dollars).
Coarse grain exports are forecast to rise from 7.2 million tonnes in 2016/17 to 7.5 million tonnes in 2019/20. Most of our course grain exports will also
head to Asia on the back of increased demand for malting barley in China and South East Asia, where consumers are increasing their taste for beer.

F a r m P e r fo r m anc e ;
* s ee a nnexures ; T able 2

Wheat
It is forecast that the production of wheat, Australia’s second largest farm export will remain flat during 2015/16, with prices anticipated to fall 14%. The
expected national wheat crop is anticipated to be 24.4 million tonnes, with exports of almost 18 million tonnes valued at $6 billion, and a price of $339 per
tonne (APW 10-net pool return).
Wheat exports are tipped to grow by 1% per year to 19 million tonnes, worth $5.7 billion (in 2014/15 dollars), with more shipments heading to Asia at the
expense of North Africa and the Middle East. Demand in Asia is expected to rise over the medium term and Australian wheat exports to the Middle East and
North Africa expected to face increasing competition from the Black Sea region.

Canola
Plantings in 2015/16 are forecast at 2.75 million hectares, with production expected to reach 3.26 million tonnes, of which 2.4 million would be exported at
a value of $1.37 billion.
Canola prices are forecast at around $530 per tonne in 2015/16, compared with $485 per tonne in 2014/15.

Barley
It is anticipated that 3.7 million hectares of barley will be sown in 2015/16 to produce 7.5 million tonnes, an increase of 3%. Feed barley prices are forecast
at $268 per tonne and malting barley at $281 per tonne.

Sheep & Wool
With the sheep population going through a rebuilding stage, it is anticipated in 2015/2016 the export wool volumes will fall approximately 2%, however
prices will be potentially more than 10% higher. This was mainly driven by domestic demand in China.
The Australian sheep flock is going through a rebuilding stage having reached 138 million in 1993 and a low of 68 million in 2010 with today approximately
72 million. It is expected that flock rebuilding will continue with sheep numbers rebounding to 76 million by 2019/20.

Lamb
It is anticipated that lamb slaughterings will soar to 22.3 million this year, the highest number for 43 years as producers enjoy an expected 7% increase in
average saleyard prices to 510¢ per kilogram. This will see the national sheep flock reduced by 3% to 70.7 million head.
In summary over the next five years it is anticipated that lamb and mutton prices will keep moving forward while wool returns will remain relatively
lacklustre. Lamb exports are expected to reach a record 240,000 tonnes, valued at $1.64 billion dollars (2014/15 dollars) on the back of continuing strong
demand from the U.S. and Middle East, whilst flock rebuilding is expected to cut the lamb slaughter by 4% to 21.5 million in 2015/16, thus reducing
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national production by 5% to 466,000 tonnes, and lift saleyard prices to 584¢ per kilogram. Consequently lamb exports are expected to decline by 10% to
215,000 tonnes in 2015/16, valued at $1.5 billion.
Mutton exports will slump by 37% to 108,000 tonnes in 2015/16, on the back of reduced output but then will slowly recover to around 116,000 tonnes
by the end of the decade. It is anticipated that lamb prices will reach 610¢ per kilogram in 2019/20, in nominal terms (539¢ when adjusted to 2014/15
dollars).
Flock rebuilding is expected to slash mutton production by a significant 35% in 2015/16 to 143,000 tonnes which is expected to boost saleyard prices by
17% to 323¢ per kilogram.

Beef
It is anticipated that saleyard cattle prices will sit just above 400¢ per kilogram (dressed weight) during 2015/16 and stay out there until 2017/18. This is
anticipated on the back of reduced supply and solid export demand, underpinned by a lower Australian Dollar.
Herd rebuilding, following two years of drought has, to date, only had a slight impact on the supply of cattle for slaughter. Overall cattle slaughter is forecast
to fall 6% to 8.9 million head in 2015/16, as herd rebuilding begins in earnest, coupled with lower than average branding rates.

Cotton
Australian cotton production is expected to rebound by 19% in 2015/16 to 560,000 tonnes, and hit 818,000 tonnes by the end of the decade.
China’s decision to stop stockpiling domestic cotton production at the end of the 2014/15 season and to instead give direct income support to its growers
triggered a slight increase in global prices. As a result China was expected to limit its production to 894,000 tonnes, the minimum required under its World
Trade Organisation commitments.
Plantings have been reduced significantly with a reduction in irrigation water supplies – seeing a 46% reduction to 210,000 hectares in 2014/15. This is
expected to increase by 19% to 250,000 hectares in 2015/16. The global price for cotton is expected to be around $450 per bale during 2015/16 with prices
then recovering from 2016/17 onwards reflecting projected lower world stocks, as growth and consumption exceeds production.

Sugar
Mill gate prices for sugar will be slightly stronger in 2015/16 at $39 per tonne on the back of the lower Australian Dollar and higher sugar content in cane.
The medium term outlook for the Australian sugar industry is one of growth and plantings, prices and exports. It is expected that the area of sugarcane
harvested in Australia would expand to 409,000 hectares by 2019/20, compared with the 10 year average of 380,000 hectares. This would reflect an annual
growth of 1% in sugar production from 2016/17 to reach 5.3 million tonnes in 2019/20.
In 2015/16 the world sugar indicated price is forecast to remain at around US$0.16¢ per pound with world stocks-to-use ratio expected to remain at 43%.
It is expected that by 2019/20 world sugar production would reach 193.3 million tonnes, however consumption at the same time was expected to reach a
record 197 million tonnes.

Dairy
Global dairy commodity prices have increased from recent extreme lows. Reduced margins have seen production growth slow.
The four main Australian export manufacturers all announced an opening price average of $5.60 per kilogram MS, whilst other milk processors in southern
Australia mostly commenced the season with closing price guidance in the range of $5.80 to $6.20 per kilogram MS. The likely combination of higher
input costs and a relatively subdued short term farm gate price outlook will increase margin pressure further in 2015/16. The weaker Euro has provided
a significant advantage to European exporters as milk production swells, enhancing their ability to compete on price. Subdued demand and persistent
inventory issues saw total global exports to greater China fall 17% in volume terms in the 12 months to June. In the meantime exports to Japan grew 10%,
the strongest growth in that market in 12 years.
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It is anticipated that cheese exports will increase by 2%, with prices increasing 3% during 2015/16, skim milk powder prices increasing 8%, whilst exports of
milk powder will be down by 6% over the same period. Total dairy export earnings are forecast to rise by approximately 2% during 2015/16.

Horticulture
Horticulture is the second largest and fastest growing industry in agriculture in Australia. It is anticipated that Australian horticulture exports could reach
$2 billion annually by 2020, with a weaker Australian Dollar during the past 12 months increasing exports of processed fruit, nuts and vegetables by 40%.
Exports of fresh produce during 2014/15 were $930 million, 50% of the total value of horticultural exports.

FO O D D EM A ND F OR 2050 – OP P OR T U NI TI ES FOR AUSTRALI AN AGRI CULTURE
Concerns around food security have grown in recent years, with food price spikes focusing the attention on rising food demand and how this will be met.
This increase in food demand is likely to create commercial opportunities for food producers and exporters, including Australia.
Australia is in a good position to meet some of this higher demand. Australia has comparative advantage in the production of agricultural products and its
geographical location means lower transport costs in exporting to Asia and China. The projection increase in global agrifood demand is expected to lead to
increased production and exports of key Australian agricultural commodities. The real value of world agrifood imports is projected to be US$764 billion in
2050, a rise of 174% from 2007.
With Australia’s position as an important exporter of several agricultural commodities, the projected increase in global agrifood demand and imports could
lead to higher Australian agricultural exports.

FO R EIG N I N V EST MEN T R EVIEW BOAR D
*s e e a nne xure s; Ta b l e 3

Recent legislation now requires investors in farmland valued in excess of $15 million to seek Foreign Investment Review Board (FIRB) approval. At the same
time agribusiness investments of up to $55 million will also require approval. These businesses could include:- meat, poultry, seafood, dairy, fruit and
vegetable processing and sugar, grain, oil and fat manufacturing. These new benchmarks will be applied from 1 December 2015.
In the meantime all overseas investments in farmland and agribusiness will require to be listed on a National Register of Foreign Purchasers. These registrations will need to be made within 30 days of settlement of purchase.

P O T EN T IA L I N AGR IC UL T UR E
The following estimates give some indication of the potential in Australian agriculture.
•

Australia comprises 768.3 million hectares, of which only approx 60% is actually used for agriculture.

•

Approximately 22.4 million hectares (3%) are utilised for broadacre and intensive crop production and about 30 million hectares (4%) are sown
to pastures and grasses.

•

The area of land supporting grain, sheep and cattle industries in Australia was:
E N T E R P R I SE
Co a r se G r a i n

AR E A / NU M B ERS
7 .1 7 m h a

Whe a t

1 2 .7 m h a

Co tto n

8 5 ,0 0 0 h a

S he e p

2 6 .8 m h ead

Be e f Ca ttl e

25 .2 8 m h ead

Di a r y Ca ttl e

2 .5 m h ead

source: ABS Australian Ag. Commodities – www.abs.gov.au/ausstats/
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•

Australia is one of the few countries in the world that has the potential for farm development and food production for centuries to come.

•

There exists considerable scope to lift crop yields through increased rainfall efficiency, better varieties and a trend to make sustainable land use,
plus there are many promising new crops.

•

Potential for increased export trade in crop pasture and vegetable seeds because of our range of climates and environments available for
production (estimates suggest up to a tenfold increase).

ECO N O M IC AR GU M EN T – IN VEST MEN T I N AUSTRALI AN AGRI CULTURE
* s e e a nne xure s; Ta b l e 4

•

Australia is one of the world’s low cost, most efficient producers of quality agricultural commodities, whose competitiveness has been enhanced
by the depreciation of the Australian dollar.

•

Australian agriculture is cost effective and has prospered on a low subsidy base.

•

The recent efforts towards decreasing world agricultural subsidies would serve to enhance Australia’s competitive position in the future.

•

The expanding world population and the increasing prosperity of highly populated regions, such as the Pacific Rim, are creating a rising demand
for food and natural fibres for clothing and furnishings. Additionally, the market for food and fibres has become more global, as modern
transport techniques permit the rapid export of a large range of raw and processed foodstuffs and fibres.

Profitability of Australian Agricultural Investment;
When evaluating the profitability of investment in Australian agriculture, it is appropriate to draw comparisons with returns in other sectors of the Australian
and global economies.
The overall investment returns from quality agricultural property in Australia have been more than comparable to those available from other major
investment sectors including commercial, residential, and industrial property. Importantly too, they have demonstrated a lower level of volatility.
Whilst the property and financial sectors may have performed better than the agricultural sector over time, in recent times with increasing commodity
prices, lower interest rates and a lower exchange rate, the agricultural sector is now placed in a very competitive position, and in most instances is
performing better than its competitors. Continuing strong commodity prices as reflected in this report and excellent cost efficiency should see the
agricultural sector continue this trend, given normal seasons.
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TA B L E 1 ;
A U S T R A L IA N GR OSS P R OD UC T , BY SEC TOR

source: ABARES Agricultural Commodity Statistics 2015
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TA B L E 2 ;
FA R M L A N D USE & L IVEST OC K N UM BER S I N AUSTRALI A

source: ABARES Agricultural Commodity Statistics 2015
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TA B L E 3 ;
VA L U E O F A U ST R AL IAN EX P OR T S, BY SECTOR – B ALANCE OF PAY MENTS B ASI S

source: ABARES Agricultural Commodity Statistics 2015
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TA B L E 4 ;
VA L U E O F A U ST R AL IAN EX P OR T S ( f o b)

source: ABARES Agricultural Commodity Statistics 2015
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