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Winter crop planting has been underway for over a month in AUSTRALIAN WHEAT PRODUCTION

Australia, with most crop now in the ground. Planting conditions -
have ranged from “patchy” to “best on record”, depending on Million tonnes per annum
location. Overall though, this season is shaping up much better 35

than the generally dismal 2019-20. 20

Rainfall across major cropping regions was generally above
average earlier this year, but tended to be below average in May
(although Victoria and South Australia were closer to average
rainfall). The Bureau of Meteorology’s three-month outlook for 15
winter is for generally average to above rainfall in major cropping
regions, although the outlook is never guaranteed.
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While some regions are now chasing rain (particularly in Western
Australia and Queensland), if winter sees average or close to
average rainfall, we should be on track for an average to
somewhat above average national crop. If winter and spring are STATE LEVEL WHEAT FUREBASTS
wet, then a big crop comes into play. With the season just Million tonnes, 2020-21

beginning however — and not wanting to jinx it — our initial 10

estimates are closer to average. Our model sees a very

speculative 2020-21 wheat crop in the 25.9 million tonnes range

based on average rainfall for the remainder of the season and

29.0 million tonnes based on 50% above average rainfall for the
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remainder of the season. But for now, our crop outlook can be 5
best summarised as average to above average, with a big upside 4
if winter rainfall delivers. ABARES’ June estimates suggest a 26.7 3
million tonne wheat crop. 2
1
The AUD is now essentially back up to pre-crisis levels, limiting 0 II L
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price upside. We see grain prices tending lower this year and the
historically large basis falling away. That said, with these forecast
yields, producers should be very happy.
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SEASONAL CONDITIONS

Seasonal conditions are looking very good RUUT ZUNE 80". MUISTURE BUM RAINFAI.I. UUTLUUK

in most of Victoria, New South Wales, South 11 June, relative to average July - September 2020

Australia and Tasmania, with most e ﬂ\

agricultural regions in these states enjoying s ﬁ? ¥ 4 z N 80 o
above average soil moisture, drier At B A s </ & =
conditions in May notwithstanding. While 4% o 65 §
Western Australia and Queensland could do 4 ' L% o . 3
with more rain, the west has seen some falls E R | P TN ey 0 g
over the past couple of weeks. The soil o i e g
moisture deficit in WA is keeping the crop _’g ' i 5 &
outlook dependent on forecast rainfall % N . % -
materialising. S A’ | 20 O
The Bureau of Meteorology's three-month J tﬁ

outlook points to a wet winter and early

spring across most of the country and all RMNFALL DEGII.ES | BUM RMNFALL UUTLUUK ABBURABY

major grain-growing regions. This is May 2020 july - September 2020
undoubtedly good news, particularly for

New South Wales and Queensland, which
suffered badly over the last couple of
seasons.
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The outlook reliability through winter is
generally reasonable through winter and
into spring, although nothing is guaranteed.
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Source: Bureau of Meteorology




MONTHLY AVERAGE RAINFALL IN WINTER CROPPING REGIONS (MM)
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Source: Bureau of Meteorology and NAB Group Economics




FARM INPUT COSTS AND AUD

NAB FERTILISER INDEX NATIONAL AVERAGE FUEL PRICES Oil prices collapsed to sub-US$20/bbl during

April, but are now back up, just below

AUD index AUc/litre US$40/bbl. We expect the Brent to rise to
240 180 —petrol US$45/bbl by the end of 2020. Domestic
220 160 diesel petrol prices had tanked, but are now back
140 up somewhat. That said, national average
200 120 diesel prices have fallen from around 150c¢/l
180 100 to around 120c¢/l (depending on location).
160 io Fertiliser prices have jumped around
140 ° somewhat this year, but overall remain well
120 40 below levels seen 18 months ago. We had
20 harboured fertiliser supply concerns earlier
100 0 this year (along with agricultural chemical)
2010 2012 2014 2016 2018 2020 2010 2012 2014 2016 2018 2020 4 this seems to have stabilised
AUD/USD The AUD has rallied relatively strongly
daily, 2020 recently from its lows in April to the high
075 60s range at present. We have revised up
’ our forecast profile for the exchange rate
and now see the AUD/USD at US72c at end-
070 2020 and US75c at end-2021. This will help
with input costs but limit local grain prices.
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Source: Bloomberg, Profarmer and NAB Group Economics




CROP PRICES

AUD denominated wheat prices spiked
earlier this year in response to a plunge in WHEAT PULSES
the AUD combined with coronavirus-related AUD/t lAUolg/t
buying activity and fears of global export 500 490" | ——Chick peas ———Field peas Lupins
restrictions. 1,200

400
Both of these factors have now unwound (in 1,000
the case of the AUD, spectacularly so), 300 800
pushing both domestic and AUD 600
denominated global prices lower. A 200
historically large basis remains, a function 400
of very limited carryout after two poor 100 —ASX east Aust future 00
seasons. With the current season largely on =—AUD denominated CBOT
track, we expect this gap to close (on the 0 0
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downside for local prices) with new season

crop availability at the end of this year. COARSE GRAINS CANOLA

The Chinese Government’s decision to AUD/t AUD/t, Newcastle
impose steep tariffs on Australian barley has

s : . . . 500 bal’ley (feed) 800
hit prices, although with little carryout it :
) L. —Dbarley (malting, Geelong) 700
will be November before this is largely felt
b 400 | =o0ats (feed, Albany)
y producers. 600
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Source: NAB Group Economics, ABARES, Meat and Livestock Australia, Australian Pork, Ausmarket
Consultants, Australian Bureau of Statistics, Bloomberg and Profarmer.




Important Notice

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. Please click here to view our disclaimer and terms of use.



http://www.nab.com.au/content/dam/nabrwd/business/international/financial-markets/documents/nab-research-disclaimer.pdf
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