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Prices account for 90% of past growth e
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150 — Real terms ?
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Source: ABARES Insights, Issue 1, 2018 (http://www.agriculture.gov.au/abares/Documents/snapshot-australian-agriculture.pdf)
Note: estimates relate to the agriculture sector only (does not include fisheries and forestry), crops includes horticulture, values represent the growth in each variable
over the past 20 years (not the proportion of growth that can be attributed to each factor), a real prices and values are adjusted to remove the effects of inflation.

Source: ABARES.
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Gross value of farm production
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Sector remains strong despite drought

Gross value of agricultural production
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Farm production and farm gate prices were much .~
OUTLOOK
better compared to previous droughts
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				Grains, oilseeds & pulses		Meat & live animals						Grains, oilseeds & pulses		Meat & live animals

				Volume		Volume						Price		Price

				$m		$m		Index		Index		Index		Index		Index		Index

		1969-70		4,827		8,749

		1970-71		4,460		9,252						15		11

		1971-72		4,885		10,138						15		11

		1972-73		3,538		11,756						17		13

		1973-74		5,732		10,341						31		17

		1974-75		5,523		11,059						32		9

		1975-76		6,074		12,372						31		10

		1976-77		5,841		13,251						28		13

		1977-78		4,927		14,626						30		14

		1978-79		8,885		14,067						35		22

		1979-80		7,896		12,356						43		30

		1980-81		5,792		11,979						46		29

		1981-82		8,202		12,147						45		27

		1982-83		4,584		12,150						51		29

		1983-84		10,568		11,319						49		31

		1984-85		9,719		11,496						49		33

		1985-86		8,832		11,818						46		34

		1986-87		8,700		12,616						43		37

		1987-88		7,466		13,143						48		39

		1988-89		7,956		12,600						60		42

		1989-90		8,006		13,533						55		44

		1990-91		8,321		13,924						41		41

		1991-92		7,510		14,471						54		40

		1992-93		8,990		14,806						51		41

		1993-94		10,549		15,150						49		45

		1994-95		6,122		15,209						65		44

		1995-96		10,881		15,163						69		42

		1996-97		13,733		15,670						59		41

		1997-98		12,162		16,571						55		42

		1998-99		14,081		17,065						51		43

		1999-00		15,588		17,377						52		46

		2000
–01		14,576		18,354		100		100		60		53		100		100

				16,065		17,953		110		98		68		64		113		120

		2002
–03		7,339		18,266		50		100		74		59		124		110

				16,962		17,369		116		95		58		63		97		118

		2004
–05		13,904		18,109		95		99		53		66		89		125

				16,512		17,944		113		98		53		67		90		126

		2006
–07		7,301		19,124		50		104		69		65		116		121

				10,995		18,691		75		102		98		65		164		122

		2008
–09		14,275		18,566		98		101		75		69		126		130

				14,452		18,280		99		100		60		70		100		131

		2010
–11		17,532		18,452		120		101		69		75		116		141

				19,545		18,408		134		100		64		75		107		141

		2012
–13		17,207		19,394		118		106		81		68		136		128

				18,033		21,441		124		117		82		69		138		129

		2014
–15		17,301		22,958		119		125		81		82		135		154

				16,288		21,423		112		117		78		96		131		181

		2016
–17		24,558		19,571		168		107		68		102		114		192

				16,873		20,788		116		113		74		96		124		181

		2018
–19e		12,892		21,433		88		117		100		100		168		188

		2019-20		15,359		19,189		105		105		93		103		155		195
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2019-20 production to be mixed and prices to remain high

200

150

100

50

Index

Volume

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
-01 -03 05 -07 -09 -11 -13 -15 -17 -1%e

e Estimate

ht)
e 4
REGIONAL
OUTLOOK

Price
200
150
100
" @ Meat & live animals
@ Grains & oilseeds
Index

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
-01 -03 -05 -07 -09 -11 -13 -15 -17 —19e



Modest growth ahead

Gross value of agricultural production
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Exports to grow modestly, risks mounting g
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Incomes hit by drought, but still high... on average
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‘ Farm cash income
‘ Drought years
‘ QLD drought
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Farm Surveys Figures

		

		Financial performance, all broadacre industries, 1997-98 to 2018-19

				Farm cash income		Farm business profit		Drought years

		1998
–99		77		-16

				84		-13

		2000
–01		112		15

				153		64

		2002
–03		76		-40		300

				93		7

		2004
–05		100		-0

				95		-11

		2006
–07		41		-85		300

				82		-14

		2008
–09		92		-5

				72		-20		300

		2010
–11		142		71

				129		35

		2012
–13		124		16		300

				135		14		300

		2014
–15		171		26		300

				193		73

		2016
–17		215		131

				206		64

		2018
–19e		173		30		300

		Change in average farm cash income between 2017-18 and 2018-19, all broadacre industries, by state (%)

		New South Wales		-50

		Queensland		-21

		Victoria		-14

		South Australia		-12

		Northern Territory		20

		Tasmania		32

		Western Australia		33

		Farm cash income, sheep industry

				Sheep

		1998
–99		25

		1999
–00		49

		2000
–01		71

		2001
–02		73

		2002
–03		50

		2003
–04		44

		2004
–05		49

		2005
–06		45

		2006
–07		16

		2007
–08		73

		2008
–09		52

		2009
–10		75

		2010
–11		116

		2011
–12		103

		2012
–13		67

		2013
–14		75

		2014
–15		128

		2015
–16		102

		2016
–17		124

		2017
–18p		134

		2018
–19y		142

		ALT 1: Farm cash income, dairy industries

				Dairy

		1978–79		90

		1979–80		80

		1980–81		92

		1981–82		89

		1982–83		77

		1983–84		79

		1984–85		73

		1985–86		76

		1986–87		81

		1987–88		78

		1988–89		108

		1989–90		88

		1990–91		78

		1991–92		86

		1992–93		101

		1993–94		102

		1994–95		92

		1995–96		108

		1996–97		93

		1997–98		97

		1998–99		113

		1999–00		110

		2000–01		115

		2001–02		167

		2002–03		49

		2003–04		85

		2004–05		110

		2005–06		114

		2006–07		56

		2007–08		162

		2008–09		107

		2009–10		89

		2010–11		160

		2011–12		161

		2012–13		48

		2013–14		176

		2014–15		165

		2015–16		130

		2016–17		93

		2017–18p		164

		2018–19y		93				-44%

		ALT 2: Farm financial performance, dairy industry

				Farm cash income		Farm business profit

		1998
–99		113		8

		1999
–00		110		6

		2000
–01		115		21

		2001
–02		167		90

		2002
–03		49		-68

		2003
–04		85		-15

		2004
–05		110		27

		2005
–06		114		25

		2006
–07		56		-39

		2007
–08		162		82

		2008
–09		107		8

		2009
–10		89		-4

		2010
–11		160		77

		2011
–12		161		73

		2012
–13		48		-35

		2013
–14		176		70

		2014
–15		165		66

		2015
–16		130		-10

		2016
–17		93		-9

		2017
–18p		164		94

		2018
–19y		93		-55

		Change in average farm cash income between 2017-18 and 2018-19, dairy farms, by state (%)

		New South Wales		-66		-66%

		|
Queensland		-56		-56%

		Victoria		-49		-49%

		|
Western Australia		-29		-29%

		South Australia		-24		-24%

		|
Tasmania		7		7%
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Regional drought effects are very clear o
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Current farm cash income compared
to average over the previous 10 years
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Australia exports most of what we produce

Share of agricultural production exported,
3-year average, 2014-15 to 2016-17
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World economic growth to slow this year
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But the outlook for our major markets is better

GDP per person, annual average growth, 2019 to 2024
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GDP Per Person

				Income growth in Australia's export markets, 2019 to 2024
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But the outlook for our major markets is better >y
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Change in population, 2019 to 2024

/70 -
20
15
10
5 I
million - - ]
5
India | Indonesia | Vietnam | Republic | New |
China United Malaysia of Hong Zealand  Japan

States Korea Kong



Chart1

		India

		|
China

		Indonesia

		|                              United States

		Vietnam

		|                                                 Malaysia

		Republic of
Korea

		|                                                Hong Kong

		New Zealand

		|
Japan



69897854

16933071.9999999

12840095

11802235

4513977

2090937.99999999

753815.000000002

235083.000000001

201709.000000001

-2058829



Sheet1

		

				India		69,897,854

				|
China		16,933,072

				Indonesia		12,840,095

				|                              United States		11,802,235

				Vietnam		4,513,977

				|                                                 Malaysia		2,090,938

				Republic of
Korea		753,815

				|                                                Hong Kong		235,083

				New Zealand		201,709

				|
Japan		-2,058,829





Sheet1

		






But the outlook for our major markets is better
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Australia’s agricultural export markets are changing .~
OUTLOOK
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Sheet1

		Column1		1997-98		2007-08		2017-18		Column2

		USA		6.3		5		8		%

		EU-28		12.3		9		7		%

		Other Asia		7		5		9		%

		Japan		17.3		9		11		%

		Korea, Rep. of		2.7		17		6		%

		ASEAN		11.6		15		17		%

		China		6.5		12		27		%

		Other		36.3		28		14		%

		Real value exports		30.4		35.2		50.0		2017-18 $b

		Source: Australian Bureau Statistics, Information Consultancy Services, 2007, Australia, cat. No. 9920.0, Canberra, September quarter
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		Column1		1997-98		2017-18		Column2

		USA		6		8		%

		EU-28		12		7		%

		Other Asia		7		9		%

		Japan		17		11		%

		Korea, Rep. of		3		6		%

		ASEAN		12		17		%

		China		7		27		%

		Other		36		14		%

		Real value exports		35.2		50.0		$b

		Source: Australian Bureau Statistics, Information Consultancy Services, 2007, Australia, cat. No. 9920.0, Canberra, September quarter






China’s agricultural evolution will be important
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China Market Share
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China’s structural reforms ?

OUTLOOK

“China will keep deepening
supply-side structural reform”

Xi Jinping Chinese President
July 2017




Global trade conflict — China and United States B~

The US is using multiple acts of trade legislation to
pursue its objective of America first.

s232 of the US Trade Expansion Act 1962

e |n March 2018 US introduced tariffs on all imported
steel (25%) and aluminium (10%)

e China retaliated in April 2018 with tariffs on a range
of US products, including pork (25%) and fruit, tree
nuts and wine (all 15%)

s301 of the US Trade Act 1974

e This dispute has been escalating since July 2018.

 The total value of trade affected by tariffs is now
$110 billion of US goods and $250 billion of Chinese
goods.




Chinese import tariffs, Australia and the United States b

OUTLOOK
Tariff rate (%) Exports (Sm) Tariff rate (%) Exports (Sm)

Under ChAFTA

Beef & veal 6-12.5 S934 37-50 S40

Dairy 0-10.0 S836 31-45 S532

Fresh or dried fruit 0-13.3 S495 37-70 S350

Pork & pork products 0.0 S304 37-70 S309

Tree nuts 0.0 S72 25-65 S287

Vegetables & legumes 0.0 SO 25—-38 $62

Wine 0.0 S86 45-90 S100

Not included in ChAFTA

Cotton 1.0 S648 26 $1,269

Durum wheat 1.0 S442 26 S460

Soybeans 3.0 SO 28 $15,983



The United States has introduced farm support packages >y
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for Selected States

July 2018 — USS$12 billion package ansapnan

e payments to producers (soybeans, sorghum, corn, wheat,
cotton, dairy, and hogs)

e the purchase of surplus commodities (fruits, nuts, rice,
legumes, beef, pork, and milk) for distribution to US nutrition
programs and food banks

May 2019 — USS16 billion package

e Additional funds made available to producers of same
commodity group as initial package

e Payments allocated at a county specific level, those worse
affected by tariffs to receive higher payments.

e Additional funding for purchasing surpluses and developing
additional international markets

Soybeans 2017
Production by County
for Selected States




A decline in Chinese exports will reduce growth oy
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across the region

Foreign value added in Chinese exports, 2011
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		Growth in gross domestic product per person, 2001 to 2019

				World		Advanced economies		Emerging & developing economies		South-East Asia b

		2001		1.1		1.0		2.1		1.8

		2002		1.6		1.0		3.0		3.6

		2003		2.8		1.4		5.2		4.2

		2004		3.9		2.5		6.2		4.6

		2005		3.5		2.1		5.6		3.9

		2006		4.0		2.2		6.4		4.1

		2007		4.1		1.9		6.8		4.9

		2008		1.6		-0.5		4.2		4.0

		2009		-1.7		-4.1		1.0		1.1

		2010		4.0		2.2		5.9		5.6

		2011		2.8		1.1		4.7		3.4

		2012		2.1		0.7		3.7		4.9

		2013		2.1		0.8		3.6		3.7

		2014		2.3		1.6		3.2		3.3

		2015		2.1		1.9		2.8		3.6

		2016		2.0		1.3		2.9		3.8

		2017		2.5		1.9		3.4		4.2

		2018		2.7		1.9		3.6		4.2

		2019a		2.8		1.7		3.8		4.3
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Chart1

		World trade volumes and industrial production, June 2012 to June 2018

				Merchandise trade		Industrial production
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Alt text:

World income growth is assumed to be 3.7% in 2018 and 2.8% 2019. These growth rates are the strongest since 2011. In advanced economies, income growth is assumed to be 1.9% in 2018 and 1.7% in 2019. These growth rates reflect ongoing strong growth following weakness in 2016. Income growth in emerging and developing economies is assumed to be 3.6% in 2018 and 3.8% in 2019. In South-East Asia, income growth increased noticeably in 2017 to 4.2% and is assumed to maintain this momentum, with growth of 4.2% in 2018 and 4.3% in 2019.
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chart2

		External debt in emerging economies, 2016

				% of GDP

		China		12.7

		Bangladesh		17.5

		India		20.1

		Philippines		25.4

		Pakistan		26.1

		Thailand		29.5

		Brazil		30.3

		Indonesia		33.9

		Argentina		34.4

		Mexico		39.2

		Russian Federation		40.9

		Vietnam		45.6

		Turkey		47.0

		South Africa		49.4

		Sri Lanka		57.6

		Malaysia		67.6



Alt text:

Global trade volumes and industrial production continued to grow in the first half of 2018. Global trade volumes increased by 3.0% year-on-year in June 2018. Industrial production increased by 3.8% over the same period.
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Chart3

		United States trade with China, by category, 2017

				Share of total imports ($505b)		Share of total exports ($130b)

		Machinery		31.2860060032		18.6975626328

		Miscellaneous manufactured goods		30.2116585391		7.9216173225

		Telecommunications		19.3193465646		1.6232937873

		Chemicals and manufactured materials		13.4960914898		15.4068139864

		Transport		3.0941063652		22.6904672998

		Agriculture		1.4764440521		21.0910754166

		Resources		1.116346986		12.5691695546



Alt text:

The amount of sovereign and private debt held by foreign investors, relative to the size of the economy is generally lower in emerging Asian countries, compared with other emerging countries. Malaysia and Sri Lanka are the main exceptions.
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Chart4

		Foreign value added in Chinese exports, 2011

				% of GDP

		Taiwan		7.78

		Malaysia		5.24

		Republic of Korea		4.36

		Singapore		4.24

		Hong Kong		4.03

		Philippines		2.84

		Thailand		2.83

		Vietnam		2.42

		Australia		1.65

		Japan		1.51

		Indonesia		1.43

		Germany		0.95

		New Zealand		0.86

		India		0.70

		Brazil		0.53

		Italy		0.47

		United Kingdom		0.46

		France		0.43

		United States		0.38



Alt text:

In 2017 the United States exported around $130 billion worth of goods to China. The United States exports a broad range of goods to China, including transport, agricultural goods, machinery, chemicals and resources. The United States imported $505 billion worth of Chinese goods. The majority of imports were manufactured goods.
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Chart5

		Australian dollar trade-weighted index and exchange rate, Ausgust 2016 to August 2018
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Alt text:
 
Many countries export intermediate goods to China to be assembled and exported. 
 
The chart shows that the value of Taiwanese exports that end up as part of Chinese exports accounts for about 7.8% of Taiwanese gross domestic product. This is the largest of all countries that export to China. The second largest is Malaysia with the value of their exports that are used in the production of Chinese exports accounting for 5.2% of Malaysian gross domestic product. The third largest is the Republic of Korea at 4.36%. All South-East Asia countries have significant shares, while Australia is ninth on the list at 1.65%.

The chart represents 2011 data.



Chart5

		



Exchange rate (right axis)

Trade-weighted index (A$) May 1970=100



Alt text:

The chart shows the daily movement in the Australian dollar trade-weighted index and exchange rate to the US dollar. The Australian dollar has depreciated by around 7% against the US dollar since January 2018, trading at an average of US73 cents in August 2018. The Australian dollar on a trade-weighted basis fell by around 3% over the same period.
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