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International market conditions

o Global wheat markets have been somewhat volatile of late, partly in response
to varied and stormy weather conditions in the US. Nonetheless, the USDA Australian climate update
forecasts that total global wheat supply will increase in 2015-16, suggesting
little upside for USD prices for the remainder of this year. Locally, we expect
that the falling AUD will provide support to local prices. Overall, our forecast Conditions — New South Wales
is for local prices to increase 5.9% in AUD terms in 2015-16.

Conditions — Western Australia

Conditions — South Australia

O IN|J]O |V |~ |W

. Australian wheat growers endured a somewhat nervous start to the planting Conditions — Victoria
season, with autumn rainfall patchy and below average in many regions.
Better rainfall in the past month has improved confidence in some areas but 2015-16 production forecasts

challenges remain, compounded by the presence of El Nifio since May this . .
year. (EL Niho scenario)

Area Yield Production | Production
. In June we foreshadowed the risk that El Nifio will cause a significantly (ha) (t/ha) (‘o00,000t) | (%change)

smaller Australian wheat harvest than last year, suggesting that a national

1
crop of 20 million tonnes or lower was possible. In this report we present an SRR 165 8.50 e
upward revision to this forecast, based on better conditions in New South NSW 3,900,000 1.55 6.05 v 3.7
Wales and South Australia. State by state yield and production forecasts are
shown to the right, with a total national production forecast of 21.6 million SA 2,360,000 1.70 4.01 V 13.7
tonnes in 2015-16. It is important to note that timely spring rains should push vic T 20 511 v 232

yields higher and could precipitate a national harvest of around 23 million
tonnes. This is still somewhat more pessimistic than ABARES’ forecast for a QLD 750,000 1.25 0.94 ¥ 10.7

harvest of 23.6 million tonnes this season.
TAS 8,000 4.70 0.04 v 8.1

-t

AUS 13,793,000 1.57 21.64 V8.6

2015-16 AUD price forecasts

July 2015 price 2015-16 forecast 2015-16 forecast
change price change average price

A 6.3% A5.9% AUD306.74/tonne

Source: ABARES, Australian Bureau of Statistics, Profarmer,
i . : e _ A Bloomberg and NAB Group Economics. Note: area planted
Photo: John Coppi, CSIRO . [ VT : _ ‘ A forecasts as per ABARES 2
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International market conditions

Global wheat markets have been somewhat
volatile of late, partly in response varied and
stormy weather conditions in the US. Figure 3
shows US rainfall as a per cent of the average
level over the last month, displaying
considerable disparity even within major
cropping areas.

After building concerns in late June, peaking at
the beginning of July, prices have unwound
somewhat (as shown in Figure 1) as concerns
about weather diminished and European and
Black sea crops showed promise. It is likely
that some of the US crop will be downgraded
due to unfavourable weather approaching
harvest.

Overall, the USDA forecasts that total global
wheat supply will increase in 2015-16, (as
shown in Figure 2) suggesting little upside for
USD prices for the remainder of this year. We
forecast that Hard Winter Red will fall 7.0% in
2015-16 to average USD225/tonne for the year.

Figure 1: USDA No. 1 Hard Winter Red spot Figure 2: USDA global wheat output and

— Kansas City (USD/tonne) supply forecasts (million tonnes)
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Australian market and climate
update

Australian  wheat growers endured a
somewhat nervous start to the planting
season, with autumn rainfall patchy and below
average in many regions. Better rainfall in the
past month has improved confidence but
challenges remain, compounded by the
presence of EL Nifio since May this year. El Nifo
causes generally lower winter and spring
rainfall in northern and eastern Australia. The
impact of “classic” El Nifio patterns is shown in
Figure 5. As wheat is a winter crop in Australia
is sown in autumn and early winter and
harvested in spring and summer, wheat yields
are sensitive to winter and spring rainfalls.
Severe El Nifo events have been associated
with drastically lower wheat yields in eastern
Australia,

Figure 6 shows the three-month rainfall
outlook to October, which forecasts below
average rainfall in the top end, much of
Victoria, Tasmania and northern New South
Wales but above average falls in Western
Australia and neutral conditions in the
Riverina. While this points to a possible upside
for yields in Western Australia, New South
Wales and South Australia, the impacts of El
Nino events are disparate and difficult to
forecast, substantially clouding the outlook.

Regarding prices, we expect that the falling
AUD will provide support at a time of little
international upside. Overall, our forecast is
for local prices to increase 5.9% in AUD terms
in 2015-16.

Figure 4: Australian rainfall deciles —July
2015

Source: BoM

Figure 6: Australian rainfall outlook —
August to October 2015
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Figure 5: Winter-Spring Mean Rainfall
Deciles for 12 moderate-strong classical EL
Nifio events
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Figure 7: Generic 15t Australian milling
wheat (AUD/tonne)

350

Jan1s FebasMar 15 Apr 15 May 15 Jun 15 Jul 15
Source: Bloomberg, Profarmer

4



Western Australia

Western Australia is Australia’s largest wheat
producer, accounting for 38% of national
production — some 8.9 million tonnes — in
2014-15. Most of the Western Australia’s
wheat is exported.

ABARES estimates that 5.1 million hectares has
been planted to wheat in Western Australia
this season.

As El Nino is largely an issue for eastern
Australia, Western Australian wheat yields
tend to be less volatile than those in the
eastern States and the impact of El Niho is
generally lower. However in some years, El
Nifo can reduce yields in the west. 1914-15,
2002-03 and 2006-07 stand out as El Nifo years
where  Western  Australian  yields fell
substantially.

Figure 9 shows average rainfall in Western
Australian wheat regions and rainfall during El
Nino periods. 2015 YTD data shows a dry
summer, followed by good rains in March but
a drier weather returning by May, June and
July. Our ELl Nifio scenario forecast is for a total
harvest of 8.5 million tonnes off a planted area
of 5,150,000 hectares, a 4.5% production
decline from last year.

Conditions in the wheatbelt

We are looking to an average year in the
mid-wheatbelt. Although we haven’t really
had the rain we wanted, rains have arrived
Jjust in time after a few extended dry
periods that have caused stress in the
crops.

Strong finishing rains would be nice and
could push the crop above average, but
with acceptable finishing rains most people
should be happy with the crop.

Daniel Dadd
Agribusiness Manager, Northam

Figure 8: Monthly rainfall (mm) — Western
Australian wheat regions
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Figure 9: Impact of El Nifio on Western Australian wheat yields
(shaded areas indicate El Nifio events, dotted line shows national yield)
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New South Wales

New South Wales is Australia’s second largest
wheat producer, accounting for 27% of
national production in 2014-15.

ABARES estimates that 3.9 million hectares has
been planted to wheat in New South Wales
this season.

Wheat yield in El Nifo years is generally
significantly lower than in non-El Nifo years
and yields mostly track below the national
average during these periods. However, this
trend is not uniform. For example, New South
Wales recorded its third highest wheat yield
on record — well above the national average —
in the 1993-94 El Nifo year, although yields
dropped 76% when El Nifio persisted into
1994-95.

Figure 11 shows average rainfall in New South
Wales wheat regions and rainfall during El
Nifno periods. 2015 YTD data shows generally
above average rainfall since April, pointing to
good conditions for wheat.

Our forecast is for a total harvest of 6.05
million tonnes off a planted area of 3,900,000
hectares, a 3.7% production decline from last
year. However, good spring rain will push the
harvest much closer to last year’s result. BoM'’s
latest forecasts suggest that rainfall in
southern New South Wales may be around
average from August to October.

Conditions in the Riverina

We now have a full moisture profile and
dams are overflowing, ~much better
conditions than this time last year. The tap
could almost be turned off now and with
Jjust another inch or two of spring and
prices holding where they are most should
make budget.

The BoM'’s latest ENSO wrap-up is still a
concern, especially if we start to see frosts
into flowering.

Nicole Killen

Regional Agribusiness Manager
Wagga Wagga

Figure 10: Monthly rainfall (mm) — New
South Wales wheat regions
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Figure 11: Impact of ElL Nifo on New South Wales wheat yields
(shaded areas indicate El Nifio events, dotted line shows national yield)
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South Australia

South Australia is Australia’s third largest
wheat producer, accounting for one-fifth of
national production — some 4.65 million
tonnes —in 2014-15.

The South Australian wheat yield is highly
susceptible to El Nifo. El Nino events in 1977-
78, 1982-83 and 2006-07 all saw yields sink
below one tonne per hectare.

Figure 13 shows average rainfall in South
Australian wheat regions and rainfall during El
Nino periods. 2015 YTD data shows a poor
February and March followed by good rains in
April and May but well below average falls in
June.

Our El Nifio scenario forecast , in which spring
rainfall disappoints, is for a total harvest of
4.01 million tonnes off a planted area of
2,360,000 hectares, a 13.7% production decline
from last year. However, good spring rain will
push the harvest closer to last year’s result.

Conditions on the Eyre Peninsula

It's been a very patchy start to the season on the
Eyre Peninsula this year. The mid-to-lower EP
around Cleve, lLock and Cummins has had
generally a really good start however further
west, towards Streaky Bay, it's generally been
much dryer with some farmers revising their
cropping programs as a result. Upper EP around
Wirrulla hasn't had the same early rainfall they
received last season however still sufficient for a
positive outlook. Some regions may experience
frost which looks to be one of the bigger risks
for remainder of the season. Finishing rains
would be welcomed which hasn't occurred the
past two seasons.

Steve McGuire Agribusiness Manager, Port
Lincoln

Figure 12: Monthly rainfall (mm) — South
Australian wheat regions
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Figure 13: Impact of EL Nifno on South Australian wheat yields

(shaded areas indicate El Nifio events)
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Victoria

Victoria was Australia’s fourth largest wheat
producer in 2013-14, accounting for 13% of
national production or some 3,541kt.

Like South Australia, Victorian wheat yields are
highly susceptible to El Nifio. El Nifio events in
1982-83, 2002-03 and 2006-07 all saw yields
sink below one tonne per hectare. However,
yields were above the national average in
1987-88 and 1993-94.

Figure 15 shows average rainfall in Victorian
wheat regions and rainfall during El Ninho
periods. 2015 YTD data shows Victorian
regions receiving generally below average
autumn and early winter rainfall.. BoM’s latest
forecasts suggest that rainfall in most of
Victoria may be below average from August to
October.

Our El Nifo scenario forecast, in which spring
rainfall disappoints, is for a total harvest of
2.11 million tonnes off a planted area of
1,625,000 hectares, a 23.2% production decline
from last year. However, good spring rain will
push the harvest much closer to last year’s
result.

Conditions in the Wimmera

We had a late autumn break in the
Wimmera however the «crops are
progressing well now, but it’'s a crucial
time and we’ll be hoping for good rain in
the back half of the year. Growers are
positive but remain concerned of the "El
Nino" effect. Good rainfall and growing
conditions in August and Spetember will
set us up for a strong finish.

Matthew Strong
Regional Agribusiness Manager, Horsham

Figure 14: Monthly rainfall (mm) —
Victorian wheat regions
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Figure 15: Impact of ElL Nifo on Western Australian wheat yields

(shaded areas indicate El Nifio events)
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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 pur[:)oses 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&l 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
Infgrjmfat_ion. éf any lawbplrohibits 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
purchase 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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