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FARM AGGREGATES - OUTLOOK FOR 2008-09 May 2008
" Gross value of farm production forecast to rise by 13 per cent to $45 billion

. Input cost pressures to restrict growth in farm incomes

. Farm incomes to rise by around 50 per cent to $7.2 billion in 2008-09

NAB’s latest forecast is for Australian farm production and income to increase, supported by strong
global commodity prices and an upward revision of winter crop production estimates. Improved
seasonal conditions in key dairy producing regions are expected to support a slight increase in milk
production over the next 12 months. In constrast, lower opening cattle and sheep numbers in 2008-09
are forecast to result in a decline in lamb, beef and wool production. For irrigated agriculture,
production of horticulture, grapes and rice are all expected to remain well below average due to low
water availability particularly in the lower half of the Murray Darling Basin. The outlook for cotton is
very positive with strong prices and improved water storages in northern New South Wales and
Queensland expected to underpin a significant increase in cotton production in 2008-09.

Winter crops forecast to drive recovery in farm production

Winter crop production is forecast to increase by 74 per cent in 2008-09 to 38.8 million tonnes,
underpinned by an expected increase in the area planted as well as yields. With the steady
improvement in seasonal conditions, and with grains prices anticipated to remain high, the area
planted to wheat is forecast to increase by 10 per cent to 13.5 million hectares — the highest area
planted to wheat on record. Reflecting this, and a forecast increase in yields in most areas, particularly
Western Australia and northern New South Wales, wheat production is expected to increase by 92 per
cent in 2008-09 to 25.1 million tonnes. Similarly, barley production is forecast to increase by 50 per
cent to 8.8 million tonnes.

Although canola production is expected to increase by 49 per cent to 1.6 million tonnes, this forecast
is highly reliant on receiving early autumn rainfall. Insufficient rainfall during this period is likely to
result in a significant downward revision to the area planted to canola as farmers opt to plant crops
with longer optimal planting windows such as wheat and barley.

The latest Bureau of Meteorology seasonal outlook for May through to July is for above average rain
across much of Queensland and northern NSW. In most other areas there remains a 50 per cent
chance of above average rainfall. While summer rainfall boosted soil moisture profiles in most states,
very dry conditions in many areas throughout March and early April restricted any significant
improvement in moisture profiles, particularly in western and north eastern Victoria and southern
New South Wales.
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Livestock

After good summer rainfall boosted expectations of an increase in restocker activity in 2008-09, dry
seasonal conditions in many areas throughout March and April have resulted in beef slaughterings
remaining at a higher than expected rate. Reflecting this, and the ongoing high cost of feed, cattle
slaughterings are expected to remain high in 2008-09, with beef production forecast to fall by only 3
per cent to 2.1 million tonnes. In line with the current high price of feed, trading conditions for
lotfeeders is still tight with cattle numbers as a proportion of feedlot capacity remaining at 51 per cent
in the March quarter, down from 77 per cent at the same time last year.

Lamb production is forecast to fall by 5 per cent in 2008-09 to 404 000 tonnes, as lower opening ewe
numbers has led to a reduction in lambs marked. Wool production is also expected to fall slightly, as a
decline in the number of sheep shorn offsets a forecast increase in fleece weights.

Australian milk production declined by 6 per cent year on year in the first 9 months 2007-08, as poor
seasonal conditions resulted in a reduction in both cow numbers and milk yields. However, improved
seasonal conditions in western and eastern Victoria in recent months have boosted expectations of an
expansion of milk production in these areas in 2008-09. This, combined with forecast higher milk
yields and a consolidation in cow numbers, is expected to result in milk production increasing by 1
per cent in 2008-09 to 9.3 billion litres.

Australian feedlot capacity utilisation Australian milk production
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Other Commodities

The outlook for irrigated production in the Murray Darling Basin in 2008-09 remains uncertain with
water storage levels, particularly in the lower half of the basin, remaining low. According to the
Murray Darling Basin Commission, autumn rainfall to date has been below average and Murray
system inflows during March and April have remained extremely low — approaching the record
levels seen in 2007. Consequently, the prospects for irrigation in 2008-09 remain dependant on



55
50
45
40
35
30
25
20
15
10

5

%

rainfall over winter and spring, which is the critical period for runoff in the high yielding catchments
of the upper Murray, Mitta Mitta, Kiewa and Ovens Rivers.

At this stage opening allocations for Murray irrigators for the 2008-09 season are again expected to be
very low and consequently production of horticulture, grapes and rice is expected to remain below
long term averages. In contrast, production of cotton in Northern New South Wales and Queensland is
expected to increase in 2008-09 after above average summer rainfall boosted water storage levels in
those regions.

Farm production, costs and incomes

The gross value of farm production (at the farmgate) is forecast to increase by 13 per cent in 2008-09
to around $45 billion, underpinned by strong commodity prices and a forecast increase in cereal grain
production. Rising input cost pressures are expected to restrict growth in farm incomes with total farm
costs set to increase by 8 per cent to around $37 billion. Fuel, fertiliser, chemicals, labour and interest
related costs will be particularly affected. NAB currently forecasts world oil prices to average at
$A126 per barrel in 2008-09, and with winter cropping plantings expected to expand, total fuel costs
are forecast to increase by 15 per cent to around $2.9 billion. As a result, net farm income (after farm
costs have been deducted) is forecast to rise by $2.5 billion (51 per cent) in 2008-09 to around $7.2
billion.

From an economy wide perspective, the recovery in farm production is expected to add about half a
per cent to overall real GDP in 2008-09, partially offsetting the economic slowdown forecast for non
farm activity.
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USEFUL LINKS

National Australia Bank agribusiness reports

www.nab.com.au/agrireports

Including Around the Paddocks, AgriDirection and Quarterly Agribusiness Survey

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 Lotfeeders Association quarterly feedlot survey
http://www.feedlots.com.au/pubs/survey/MRMar08.pdf

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




For more details contact:
Frank Drum, Agribusiness Economist, NAB, 03 8641 3848
15 February, 2008

Group Economics — Some Useful Contacts by Specialisation

Alan Oster Group Chief Economist

Alan.Oster@nab.com.au Economic, Financial & Business Conditions (03) 8641 3464
Jeff.Ojgf]:ftcfr)lgr:];g.T:om.au Economic, FmZﬁgiglfg lgsgﬁ:;asls Conditions (03) 8641 3469
John.SJhc::rr;aS(@g%;Eiom.au Economic,EFcicr)lra]lﬁ::Ti1zjjtcg(cABuussti:flelsi:l )Conditions (03) 8641 3473
Dean.ii?:oﬁg r:aslg.rt]:om.au |§3rdis?rry%§:c?i?gits (03) 8641 3474
Frank.HF.lgarE:fn(%;uart?com.au Azcr?gl?s%i::s (03) 8641 3848
Ian.D.GIoarr(;;%ﬂZS.com.au Indulszti)?rgomnijsiiions (03) 8641 3472
Gerard(.; ésfgg@ﬁ:t;gom.au Induiszt(r:;rgomnijsittions (03) 8641 3984
TOFnTZﬂ&&?QSLom.au Econrrr?i&(l:dg? L:r?;ﬁg?;t?gnﬂitions (03) 8641 3475
RObertFng ?EteD@gr::br.iom.au Country Riicgnzrsr;;t Economies (03) 8641 3445
Carolv%?lzrgg/er:cg;aaﬁgom.au E(I:Egr?:r(r)]?giz I(:Lijnn;r:i(ijalr((i:rc])%giotzghs (03) 8641 3694

Simon-g-ia?geséf:br.com.au EconorE](i:::) rgrpiir?;rggglr%%?ditions (03) 8641 4304

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.



