\h ead Prjge

in Zigrlsel

agribusiness



Key points

. This report provides production and price forecasts for 2015-16 for seven
major commodities within NAB Rural Commodities Index; namely wheat, beef,
dairy, lamb, wool, sugar and cotton. Overall, we expect prices to generally
rise in AUD terms for most of these commodities, with the exception of dairy
and sugar, reflecting strong demand for beef in particular as well as the
impact of a falling AUD.

. The production outlook is more clouded, underscored by the Bureau of
Meteorology’s declaration of EL Nifio in May 2015. Our forecast for wheat in
particular reflects the risk of a major El Nifo event occurring this year.
Further, we forecast a contraction in beef and lamb supply after a prolonged
period of elevated slaughter rates.
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Summary of forecasts

Overall, we expect prices to generally rise in AUD terms, with the exception
of dairy and sugar. This reflects strong demand for beef in particular as well
as the impact of a falling AUD, which we expect to fall to 74 US cents by the
end of 2015 before bottoming out at 73 US cents early in 2016. Our overall
NAB Rural Commodities Index AUD forecast track is forecast to flat-line in the
September quarter 2015 before increasing until the September quarter 2016.
After this point, we forecast a rising AUD to dent the index somewhat. In USD
terms, we expect the index to remain relatively stable over the forecast
period.

The production outlook is more clouded, underscored by the Bureau of
Meteorology’s declaration of El Nifio in May 2015. Our forecast for wheat in
particular reflects the risk of a major El Nifio event occurring this year.
Further, we forecast a contraction in beef in lamb supply after a prolonged
period of elevated slaughter rates.

Our forecasts for AUD price and Australian production changes, as well as
2014-15 average levels, in 2015-16 are shown for selected commodities in
Table 1. All levels reflect price indicators detailed in the following pages of
this report.

Background

This report provides production and price forecasts for 2015-16 for seven
major commodities within NAB Rural Commodities Index; namely wheat,
beef, dairy, lamb, wool, sugar and cotton. Also provided is a forecast track
for the NAB Rural Commodities Index to Q4 2016 (Figure 1).

NAB’s Rural Commodities Index includes 28 commodities (wheat, barley,
sorghum, rice, oats, canola, chick peas, field peas, lupins, wool, cotton,
sugar, wine grapes, beef, lamb, pork, poultry, dairy, apples, bananas,
oranges, mangoes, strawberries, broccoli, carrots, lettuce, potatoes and
tomatoes). The index is weighted annually according to the gross value of
production of each industry in Australia.

Figure 1: NAB Rural Commodities Index (quarterly)
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Source: NAB Group Economics, ABARES, Meat and Livestock
Australia, Australian Pork, Ausmarket Consultants, BNZ, Australian
Bureau of Statistics, Bloomberg and Profarmer. Q1 2010 = 100

Table 1: April 2015 price movements, production and price
forecasts for major agricultural sectors

2015-16 annual
price level

2015-16 annual 2015-16 annual

price change

production
change (AUD) (AUD)

Wheat WV15.5% A 3.4% $299.30/tonne
Beef V 8.8% A 26.2% 506.25¢c/kg
Dairy A 1.6% V¥ 5.3% $3,194.52/tonne
Lamb Vv 1.0% A 1.2% 523.75c/kg
Wool V 4.4% A11.7% 1,225c/kg

Sugar A 4.3% v3.8% $369.09/tonne
Cotton A 2.0% A9.3% $2,073.95/tonne

Source: NAB Group Economics, ABARES, Meat and Livestock
Australia, Bloomberg and Profarmer. Forecasts represent change in
annual average price between 2014-15 and 2015-16.. 3



Wheat

Global wheat markets have been somewhat
volatile of late, partly in response to storm
conditions in the US. However, the USDA
forecasts that total global wheat supply will
increase in 2015-16, suggesting that prices will
remain subdued overall over the year ahead.
Locally, we expect that the falling AUD will
provide some support to local prices. Overall,
our forecast is for prices to increase 3.4% in
2015-16.

However, the outlook for domestic production
is clouded by the Bureau of Meteorology’s
declaration of El Nifo in May 2015. El Nifo
affects temperature and rainfall in North and
South America, Africa, East and Southeast Asia,
the Indian subcontinent, Australia and the
Pacific. Locally, the phenomenon causes
generally lower winter and spring rainfall in
northern and eastern Australia.

Although the impacts of El Nifio events are
disparate and difficult to forecast, severe
events have been associated with drastically
lower wheat yields in eastern Australia. For
example, the 2002-03 and 2006-07 El Nino
events saw the Australian wheat harvest more
than halved compared to the preceding
seasons.

Noting these downside risks, we are somewhat
more pessimistic than ABARES’ forecast for a
harvest of 23.6 million tonnes this season. A
classic El Nifo could readily push the harvest
down to 20 million tonnes or potentially lower.

Figure 2: Generic 15t Australian milling
wheat (AUD/tonne)

Figure 3: USDA global wheat output and
supply forecasts (million tonnes)

400 1000
m Qutput mTotal Supply

900

350 l 800

700

300 600

500

250 400

\J -

200 200

100

150 0
2010 2011 2012 2013 2014 2015 2013-14 2014-15 2015-16
Source: Bloomberg Source: USDA (estimate) (forecast)

Figure 4: Impact of El Nifo on Australian wheat yields

(shaded areas indicate El Nifio events)
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Beef

Upward momentum in Australian cattle
markets continues virtually unabated. The
Eastern Young Cattle Indicator is well into
record territory and now stands at almost
AUc/kg boosted by strong feedlot demand as
the US continues to sate its appetite for beef
through higher imports from Australia.

Meanwhile, slaughter rates remain elevated as
drought induced destocking in northern
Australia meets US demand.

However, while fundamentals appear strong,
weather continues to present a significant risk
to the industry outlook. Despite some
encouraging early rains, the most recent
northern wet season mostly fizzled out and
failed in many areas. Parts of Queensland —
Australia’s largest cattle producing state —
have not seen meaningful rain in three to four
years, which has led to substantial destocking.
If the next wet season fails, it will be difficult
to maintain herds and keeping breeding stock
alive.

On balance, we expect prices to level out at
higher levels, leading to an annual price
increase of 26.2% in 2015-16. However,
production is likely contract as current
slaughter rates do not appear sustainable. We
expect production to contract 8.8% in 2015-16,
in line with ABARES’ forecast.

Figure 5: Eastern Young Cattle Indicator
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Figure 6: US beef imports by source
country (tonnes) 2014
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Figure 7: Monthly Australian beef exports to the US (tonnes)
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Dairy

Apart from a brief recovery earlier this year,
international dairy prices have generally declined
over the last 18 months. NAB’s monthly weighted
dairy  price indicator started 2014 at
USD4,806/tonne but declined to USD2,502/tonne
by May 2015. China’s milk powder replenishment
of 2013 and early 2014 does not look set to be
repeated, with inventories continuing to increase
Meanwhile, global supply remains generally
strong. Consequently, we see little upside for
dairy prices in the year ahead.

On the domestic production side, the main risk is
likely to be poor spring pasture growth if winter
rainfall disappoints.

Value of dairy* exports
(million USD) — 2013

[] Less than 2,000
[] 2,000-4,000

] 4,000-6,000

[ 6,000-8,000

@ 8,000-10,000

@ More than 10,000
] No data

Source: UN Comtrade,
Natural Earth Data and NAB
Group Economics. * Includes
eggs and honey.

Figure 8: NAB monthly weighted dairy
price indicator ($/tonne)
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Figure 9: Chinese milk powder beginning
stocks (tonnes)
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Lamb

Lamb prices follow a generally seasonal
pattern, rising early in the year before
declining in spring as spring lamb supply
becomes available. Nonetheless, monthly
average trade lamb prices have generally
performed towards the upper end of the five
year range in 2014-15.

These moderately higher prices have been
sustained as supply has increased over the past
five years, especially from Victoria. Much of
this additional supply has been exported, with
growth in exports to China, the Middle East,
and to a lesser degree the US, over the last five
years. Conversely, domestic per capita
consumption of lamb has declined
considerably over recent years.

Slaughter rates have been elevated for much
of 2014 and 2015, especially in Victoria. We do
not believe that slaughter can continue to be
sustained at these levels, and expect a
contraction in supply in the coming year. Our
forecast for a 1.0% decline in lamb production
in 2015-16 is in line with ABARES’ estimate.

Figure 10: Eastern States Trade Lamb Indicator — monthly average (AUc/kg)
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Figure 11: Weekly sheep and lamb
slaughter
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Figure 12: Monthly Australian lamb
exports by destination (tonnes)
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Wool

Wool has rallied since April, with the Eastern
Market Indicator at its highest level since mid-
2011. Demand has jumped, with good
competition among buyers and reports of
stockpiles being cleared. With the wool
industry now heavily reliant on exports to
China, an uptick in demand from Chinese wool
mills on account of easing credit conditions
and signs of higher global demand has seen
prices increase significantly.

Production in the wool industry has been in
decline since the collapse of the reserve price
scheme in the early 1990s, compounded by a
long term shift from wool to synthetic and
cotton substitutes in clothing. These trends
have led to many producers switching from
wool to more profitable lamb operations.
However, if the recent higher prices can be
sustained, wool grower profitability should
improve somewhat.

Overall, we forecast the Eastern Market
Indicator to rise 11.7% in 2015-16 but for
production to decline 4.4% over the year.

Figure 13: Wool - Eastern Market Indicator
(AUc/kg)
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Figure 14: Australian wool exports by

destination (tonnes)
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Figure 15: Australian wool production (shorn, greasy, tonnes)
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Sugar

Sugar markets have trended mostly lower in
2015, owing to a relatively strong supply
outlook combined with tumult in Brazil, a
major sugar producer, causing a depreciating
Real.

Overall, our forecast for domestic production
to increase 4.3% in 2015-16 is line with
ABARES’ estimate. We forecast prices to
decline 3.8% in AUD terms.

gt Proportion of land area
R | devoted to sugar cultivation

none
S <5%
[ 510%
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Bl 15-20%
B >20%

Figure : 16: Brazilian Real/USD cross
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Figure 17: ICE no.11 sugar (AUD/tonne)
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Cotton Figure 18: Cotlook A cotton (AUD/tonne)
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After falling in mid-2014, cotton prices have stabilised and even
moderately increased in AUD terms this year. However, decent supply 5,000
and signs of sluggish Chinese demand have weighed on sentiment.
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In 2014-15, Australian cotton production was estimated to have M
declined 43.5% on markedly lower plantings due to reduced irrigation 3,000

water availability. Last season’s yields were quite strong however.
ABARES forecasts Australian cotton lint production to increase 4.0% 2,000 MAAW”
on the back of a 7.1% increase in area planted. We see a downside
risk as a result of continued below average inflows into dams in the
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Murray Darling basin, and consequently look to a 2.0% increase in
production. We forecast prices to rise 9.3% in 2015-16.
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Figure 19: Annual Murray Darling Basin System Inflows (GL per annum)
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Disclaimer

This document has been prepared by National Australia Bank Limited ABN 12 004 044 937 AFSL 230686 ("NAB"). Any advice contained in this document has been prepared without
taking into account your objectives, financial situation or needs. Before acting on any advice in this document, NAB recommends that you consider whether the advice is appropriate
for your circumstances. NAB recommends that you obtain and consider the relevant Product Disclosure Statement or other disclosure document, before making any decision about a
product including whether to acquire or to continue to hold it. Products are issued by NAB unless otherwise specified.

So far as laws and regulatory requirements permit, NAB, its related companies, associated entities and any officer, employee, agent, adviser or contractor thereof (the "NAB Group")
does not warrant or represent that the information, recommendations, opinions or conclusions contained in this document ("Information") is accurate, reliable, complete or
current. The Information is indicative and prepared for information purposes only and does not purport to contain all matters relevant to any particular investment or financial
instrument. The Information is not intended to be relied upon and in all cases anyone proposing to use the Information should independent{y verify and check its accuracy,
completeness, reliability and suitability obtain appropriate professional advice. The Information is not intended to create any legal or fiduciary relationship and nothing contained in
this document will be considered an invitation to engage in business, a recommendation, guidance, invitation, inducement, proposal, advice or solicitation to provide investment,
financial or banking services or an invitation to engage in business or invest, buy, sell or deal in any securities or other financial instruments.

The Information is subject to change without notice, but the NAB Group shall not be under any duty to update or correct it. All statements as to future matters are not guaranteed to
be accurate and any statements as to past performance do not represent future performance.

The NAB Group takes various positions and/or roles in relation to financial products and services, and (subject to NAB policies) may hold a position or act as a price-maker in the
financial instruments of any company or issuer discussed within this document, or act and receive fees as an underwriter, placement agent, adviser, broker or lender to such
company or issuer. The NAB Group may transact, for its own account or for the account of any client(s), the securities of or other financial instruments relating to any company or
issuer described in the Information, including in a manner that is inconsistent with or contrary to the Information.

Sub{ect to any terms implied by law and which cannot be excluded, the NAB Group shall not be liable for any errors, omissions, defects or misrepresentations in the Information
(including by reasons of negligence, negligent misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons who use or rely on the
Infgr.mfat]on.(ljf any lawbplrohiblts the exclusion of such liability, the NAB Group limits its liability to the re-supply of the Information, provided that such limitation is permitted by law
and is fair and reasonable.

This document is intended for clients of the NAB Group only and may not be reproduced or distributed without the consent of NAB. The Information is governed by, and is to be
construed in accordance with, the laws in force in the State of Victoria, Australia.

Analyst Disclaimer: The Information accurately reflects the personal views of the author(s) about the securities, issuers and other subject matters discussed, and is based upon
sources reasonably believed to be reliable and accurate. The views of the author(s) do not necessarily reflect the views of the NAB Group. No part of the compensation of the
author(s) was, is, or will be, directly or indirectly, related to any specific recommendations or views expressed. Research analysts responsible for this report receive compensation
based upon, among other factors, the overall profitability of the Global Markets Division of NAB.

United Kingdom: If this document is distributed in the United Kingdom, such distribution is by National Australia Bank Limited, 88 Wood Street, London EC2V 7QQ. Registered in
England BR1924. Head Office: 800 Bourke Street, Docklands, Victoria, 3008. Incorporated with limited liability in the State of Victoria, Australia. Authorised and regulated by the
Australian Prudential Regulation Authority. Authorised in the UK by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and limited
regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on request.

US Disclaimer: If this document is distributed in the United States, such distribution is by nabSecurities, LLC. This document is not intended as an offer or solicitation for the
urchase or sale of any securities, financial instrument or product or to provide financial services. It is not the intention of nabSecurities to create legal relations on the basis of
information provided herein.

Hong Kong: In Hong Kong this document is for distribution only to "professional investors" within the meaning of Schedule 1 to the Securities and Futures Ordinance (Cap. 571,
Laws of Hong Kong) ("SFO") and any rules made thereunder and may not be redistributed in whole or in part in Hong Kong to any person. Issued by National Australia Bank Limited,
a licensed bank under the Banking Ordinance (Cap. 155, Laws of Hong Kong) and a registered institution under the SFO (central entity number: AAO169).

New Zealand: This publication has been provided for general information only. Although every effort has been made to ensure this publication is accurate the contents should not
be relied upon or used as a basis for entering into any products described in this publication. To the extent that any information or recommendations in this publication constitute
financial advice, they do not take into account any person’s particular financial situation or goals. Bank of New Zealand strongly recommends readers seek independent
legal/financial advice prior to acting in relation to any of the matters discussed in this publication. Neither Bank of New Zealand nor any person involved in this publication accepts
any liability for any loss or damage whatsoever may directly or indirectly result from any advice, opinion, information, representation or omission, whether negligent or otherwise,
contained in this publication. National Australia Bank Limited is not a registered bank in New Zealand.

Ja?an: National Australia Bank Ltd. has no license of securities-related business in Japan. Therefore, this document is only for your information purpose and is not intended as an
offer or solicitation for the purchase or sale of the securities described herein or for any other action.
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