
 

 

 

 FARM AGGREGATES – OUTLOOK FOR 2008-09 
 

Thursday, 3 July 2008 

Rising input costs constrain drought recovery 
Increased winter crop production and strong global commodity prices are expected to underpin an 
increase in farm production and incomes in 2008-09.  

However, rising farm costs have resulted in a downward revision to 2008-09 farm incomes estimates 
(see chart opposite). NAB’s key farm aggregates for 2008-09 are: 
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 Winter Crop Prod: 37 Mt, up 66 per cent 
 Total Farm Prod: 88 Mt, up 20 per cent  
 GVP: $44.5b, up 10 per cent 
 Farm Costs: $38.5b, up 6 per cent  
 Farm Prices: up 2 per cent 
 NVP: $6 billion, up 48 per cent 

Farm production, costs and incomes 
The net value of farm income (after costs have been 
deducted) is forecast to increase by 48 per cent in 2008-09 
to around $6 billion — 18 per cent below NAB’s previous 
estimate — due to a significant upward adjustment to farm 
cost estimates for 2008-09.  

Rising farm costs - key inputs
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Reflecting this rapid increase in farm costs, relative to 
commodity prices, the farmers’ terms of trade index (the ratio 
of prices received to prices paid) is forecast to fall to 83 in 
2008-09, down from 95 in 2007-08. 

Total farm costs are expected to increase by 6 per cent to 
$38.4 billion in 2008-09, as high global oil prices and rising 
global demand for chemicals and fertiliser places upward 
pressure on key agricultural input prices. Over the past five 
years, cash costs for fertiliser, fuel and chemicals accounted 
for 19 per cent of total farm costs; however, in 2008-09 this 
figure is forecast to jump to 27 per cent of total farm costs 
with: 
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 Fertiliser costs: up 34 per cent to $4.3 billion 
 Fuel and Lubricant: up 26 per cent to $3.9 billion 
 Chemicals: up 16 per cent to $2.2 billion 

Oil Outlook 
The fundamentals of the oil market have tightened considerably in the past five years, with a notable 
shift most recently. Net oil exports – effectively oil that is feely traded around the world – have fallen over 
the past two years. Importers such as the US and China have been competing for less traded oil, bidding 
prices higher. 

The key driver of this decline has been the rising consumption of crude oil in oil exporting nations – 
notably the Middle East OPEC nations. Oil consumption in this region has increased significantly, 
supported by subsidised petrol and diesel prices. Conscious of the social implications of a cut to these 
subsidies, there seems little motive to change policy. Reflecting the tight global oil market the price of 
petrol in Australia has continued to increase over the past five years and is estimated to average 
135c/litre in 2007-08, 10 per cent above the previous year. 

Looking forward, petrol prices in Australia are forecast to increase further in 2008-09 to average 
150c/litre, reflecting our expectations for oil prices and exchange rates.  



Winter crops forecast to drive recovery in farm production 
Australian winter crop production is forecast to increase by 66 per cent in 2008-09 to 37 million tonnes — 
5 per cent below NAB’s previous forecast — after the driest May on record in Australia resulted in a 
downward revision to winter crop planting estimates. Reflecting this, current estimates for the major 
winter crops are: 

 Wheat: 24.3 Mt, 86 per cent above 2007-08 
 Barley: 7.8 Mt, 32 per cent above 2007-08 
 Canola: 1.65 Mt, 55 per cent above 2007-08 

Regional Outlook 
Southern NSW & south west WA 
Production estimates have been revised down, in line 
with below average May rainfall. Solid falls in June have 
assisted early sown crops and allowed producers to 
complete planting. However, the poor rainfall outlook 
over the next three months raises concerns of another 
season of below average winter crop production in these areas. 

Australian Winter Crop Production
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Northern NSW & QLD 
Australian Wheat Production
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The outlook remains positive with many farms in the area 
receiving between 25 and 50mm of rain in June, 
connecting topsoil moisture with good subsoil moisture 
stored after above average summer rainfall.   

SA & Wimmera/Mallee 
Projections have increased compared with previous 
forecasts, with good planting rainfall in late April and 
further follow up rainfall throughout May and early June 
lifting expectations of higher production in 2008-09. 

Bureau of Meteorology Outlook 
The latest Bureau of Meteorology seasonal outlook for July through to September shows a shift in the 
odds favouring drier than average conditions over a broad band from northwest WA to south eastern 
Australia. The chances of receiving above average rainfall from July to September are between 25 and 
40 per cent, over a broad zone extending from northwest to southeast WA, across most of SA, parts of 
far southwest Queensland, far western NSW as well as western and northeast Victoria. 

Rainfall totals: 



Livestock 
Livestock slaughter has remained high in the first half 
of 2008, as below average autumn rainfall in most 
states has constrained any significant pickup in 
restocker demand. In addition, a 9 per cent increase in 
winter crop plantings has assisted in maintaining high 
turnoff rates, as some producers switch into winter c
production to take advantage of the current high prices
for cereal grains. 

Australian sheep flock numbers
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As a result, in 2008-09, lower opening livestock 
numbers and a reduction in the number of lambs and 
calves marked is expected to result in a decline in 
Australian lamb and beef production. In line with this, 
exports of both lamb and beef are forecast to fall. 

Australian wool production is expected to fall in 2008-09, with a decline in the number of sheep shorn 
predicted to offset forecast higher fleece weights. According to the Australian Bureau of Statistics, flock 
numbers declined by 6 per cent in 2006-07 to 85.7 million in June 2007. In addition, reflecting the higher 
than anticipated mutton slaughter rates in the first half of 2008, current ABARE estimates suggest that 
numbers at June 2008 could be a further 4 per cent lower, at around 82 million head. 

Australian milk production is expected to increase by 2 per cent in 2008-09 to 9.3 billion litres, in line with 
an assumed continual improvement in seasonal conditions and high farm gate milk prices. 

 

USEFUL LINKS 
 

National Australia Bank agribusiness reports 
www.nab.com.au/agrireports    

 

Bureau of Meteorology seasonal outlook 
http://www.bom.gov.au/climate/ahead/rain_ahead.shtml   

 

Murray Darling Basin Commission 
http://www.mdbc.gov.au   

 

Queensland Water Storage Information 
http://www.sunwater.com.au/water.htm#   

 

New South Water Storage Information 
http://waterinfo.nsw.gov.au/copyright.shtml   

 

Australian Bureau of Agricultural and Resource Economics latest outlook statistics  
http://www.abareconomics.com/interactive/08ac_june/excel/Statistics.xls    

http://www.nab.com.au/agrireports
http://www.bom.gov.au/climate/ahead/rain_ahead.shtml
http://www.mdbc.gov.au/
http://www.sunwater.com.au/water.htm
http://waterinfo.nsw.gov.au/copyright.shtml
http://www.abareconomics.com/interactive/08ac_june/excel/Statistics.xls


For more details contact: 
Frank Drum, Agribusiness Economist, NAB, 03 8641 3848 
 

Agribusiness– Some Useful Contacts by Specialisation  

 NAB Agribusiness  

Khan Horne 
Khan.Horne@nab.com.au General Manager 02 92379963 

Tim Keith 
Tim.R.Keith@nab.com.au Head of Agribusiness - North 02 9237 1228 

Neil Findlay 
Neil.Findlay@nab.com.au Head of Agribusiness - South 03 8634 1762 

 Agribusiness Treasury  

Rod Fraser 
Rod.Fraser@nab.com.au  Agri Team Leader 02 9295 1141 

 Agribusiness Industry Insights  

Matt O’Dea 
Matt.O’dea@nab.com.au National Development Manager 03 8634 2569 

Neil Burgess 
Neil.X.Burgess@nab.com.au Senior Development Manager 02 9237 1171 

 Agribusiness Economics  

Frank Drum 
Frank.H.Drum@nab.com.au Agribusiness Economist 

 

03 8641 3848 

AUSTRALIAN DISCLAIMER: National Australia Bank Limited (ABN 12 004 044 937, AFSL 230686), its related bodies and any officer, 
employee, agent, adviser or contractor thereof (“National”)) 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 has been prepared for 
dissemination to professional investors for information purposes only and any statements as to past performance do not represent future 
performance.  The Information does not purport to contain all matters relevant to any particular investment or financial instrument and all 
statements as to future matters are not guaranteed to be accurate.  In all cases, anyone proposing to rely on or use the Information should 
independently verify and check the accuracy, completeness, reliability and suitability of the Information and should obtain independent and 
specific advice from appropriate professionals or experts.  The Information is not intended as an offer or solicitation for the purchase or sale of 
any financial instrument. To the extent permissible by law, the National shall not be liable for any errors, omissions, defects or 
misrepresentations in the Information or for any loss or damage suffered by persons who use or rely on such Information (including by reason of 
negligence, negligent misstatement or otherwise).  If any law prohibits the exclusion of such liability, the National limits its liability to the re-
supply of the Information, provided that such limitation is permitted by law and is fair and reasonable.  The National, its affiliates and employees 
may hold a position or act as a price maker in the financial instruments of any issuer discussed within this document or act as an underwriter, 
placement agent, adviser or lender to such issuer. The Information is governed by, and is to be construed in accordance with, the laws in force 
in the State of Victoria, Australia, and any dispute or claim arising from, or in connection with, the Information is subject to the non-exclusive 
jurisdiction of the courts of that State. 

UK DISCLAIMER: So far as the law and the Financial Services Authority rules allow, nabCapital - A division of National Australia Bank Ltd (“the 
Bank”) disclaims any warranty or representation as to the accuracy or reliability of the information and statements in this document. The Bank 
will not be liable (whether in negligence or otherwise) for any loss or damage suffered from relying on this document. This document does not 
purport to contain all relevant information. In accordance with our Terms of Business, if we agree to provide you with investment advice, we are 
only advising you on the products, services and transactions provided by us or an Associate. It is your responsibility to seek further advice if 
your circumstances change. We shall not be responsible for reviewing the suitability of any transaction on an ongoing basis. If we effect a 
transaction with or for you following provision of advice by us, you accept the basis upon which this advice was given. The Bank may have 
proprietary positions in the products described in this document. This document is for information purposes only, is not intended as an offer or 
solicitation, nor is it the intention of the Bank to create legal relations on the basis of the information contained in it. No part of this document 
may be reproduced without the prior permission of the Bank. Issued by nabCapital, a division of National Australia Bank Ltd which has its UK 
branch (number BR001924) at 88 Wood Street, London EC2V 7QQ and its registered office at Level 35, 500 Bourke Street, Melbourne, Victoria 
3000, Australia. National Australia Bank Ltd is authorised and regulated in the United Kingdom by the Financial Services Authority (the “FSA”). 
Our FSA reference number is 141309. 

U.S DISCLAIMER: This information has been prepared by National Australia Bank or one of its affiliates or subsidiaries (collectively, “NAB”).  If 
it is distributed in the United States, such distribution is by nabCapital Securities, LLC which accepts responsibility for its contents.  Any U.S. 
person receiving this information wishes further information or desires to effect transactions in the securities described herein should call or write 
to nabCapital Securities, LLC, 28th Floor, 245 Park Avenue, New York, NY  10167 (or call (877) 377-5480).  The information contained herein 
has been obtained from, and any opinions herein are based upon sources believed to be reliable and no guarantees, representations or 
warranties are made as to its accuracy, completeness or suitability for any purpose.  Any opinions or estimates expressed in this information is 
our current opinion as of the date of this report and is subject to change without notice.  The principals of nabCapital Securities, LLC or NAB 
and/or its affiliates may have a long or short position or may transact in the securities referred to herein or hold or transact derivative 
instruments, including options, warrants or rights with securities, or may act as a market maker in the securities discussed herein and may sell 
such securities to or buy from customers on a principal basis.  This material is not intended as an offer or solicitation for the purchase or sale of 
the securities described herein or for any other action.  It is intended for the information of clients only and is not for publication in the press or 
elsewhere. 
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