
 

Commodities: Agri Updates 
11 October 2011 

 

Luke Mathews Agri Commodities  T. +612 9118 1098  E. luke.mathews@cba.com.au 

Important Disclosures and analyst certifications regarding subject companies are in the Disclosure and Disclaimer Appendix of this document and at
www.research.commbank.com.au. This report is published, approved and distributed by Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945.   

 

Australia’s wheat crop revised higher to 25.2 million tonnes.  
 We have revised Australia’s 2011/12 wheat production prospects higher to 25.2 million tonnes, the third largest in history. 

 Crop prospects are favourable on both the east and west coasts.  

 Australia’s exportable wheat surplus in 2012 is forecast to be a record because of the big crop and large carry-in stocks. 

Australia’s wheat crop revised higher 

A month is a very long time in agriculture.  A sharp improvement in east coast conditions and a continued strong season in 
Western Australia has warranted a 7% upward revision to our Australian wheat crop forecast. We now forecast the 
Australian crop at 25.2 million tonnes, up slightly from our August estimate of 23.5 million tonnes.  If realised, the 2011/12 
crop would be the third largest in history, only slightly behind the record 26.3 million tonne crop harvested in 2010/11.  

Figure 1: Australian wheat production forecast (Commonwealth Bank) 

  NSW Vic. Qld SA WA Tas. Aust. East coast

  '000 tonnes '000 tonnes '000 tonnes '000 tonnes '000 tonnes '000 tonnes '000 tonnes '000 tonnes

2008/09 6,963 1,756 2,016 2,376 8,274 35 21,420 10,770

2009/10 5,348 2,974 1,374 4,052 8,148 27 21,923 9,723

2010/11 10,600 4,089 1,305 5,600 4,700 31 26,325 16,025

2011/12 (CBA Oct f/c) 7,527 3,279 1,326 4,089 8,971 33 25,224 12,164

2011/12 (CBA Aug f/c) 7,056 3,188 1,256 3,994 8,011 33 23,538 11,533

2011/12 (ABARES Sep f/c) 7,655 3,310 1,600 4,600 9,000 31 26,196 12,596

Source: CBA 

East coast production prospects revised higher  

Following difficult growing conditions from June to mid-September – including a mid-September heat wave – east coast grain 
and oilseed crops received yield saving rains in the final 10 days of the month.  Additional rain and cooler weather over the 
past fortnight has boosted yield prospects, supporting an upward revision to our crop forecast.   

We have revised higher the NSW wheat crop to 7.5 million tonnes, up from our August forecast of 7.1 million tonnes. Overall, 
our east coast wheat crop forecast for 2011/12 now stands at 12.2 million tonnes against our August estimate of 11.5 million.  
Despite this upward revision, the 2011/12 east coast wheat crop estimate is nearly 25% smaller than last year’s record, and 
3.5% smaller than ABARES’ east coast wheat crop estimate.  

Conditions in Western Australia continue to improve 

Winter and spring rainfall has been favourable for much of the WA grain belt, with only the Esperance port zone experiencing 
below-average rains.  Conditions in the northern wheat belt have been close to ideal this season and the Geraldton port 
zone appears set to achieve a record harvest. Favourable spring conditions have been also observed throughout much of 
the central wheat belt.  We subsequently have revised higher our WA wheat production forecast by nearly 1 million tonnes to 
9 million tonnes. If realised, the 2011/12 WA wheat crop will be 90% larger than the drought affected 2010/11 crop and the 
third largest in history.  

The South Australian crop remains solid 

Our South Australian wheat production estimate has been revised slightly higher to 4.1 million tonnes. If realised, this would 
be the fourth largest SA wheat crop in history.  
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Key risks to yields or grain quality 

Yield prospects are getting closer to being locked in. Crops in the 
northern WA wheat belt, Qld and north-west NSW are ripening. While 
crops in the rest of the country are either filling our flowering.  Frosts are 
now the key risks to yields, and many Victorian, SA and NSW producers 
are closely monitoring forecasts for cold weather for the next few nights. 
At this stage, no significant damage is expected.   

Grain quality will soon become the focus of the market.  Last year’s wet 
weather induced quality downgrades are fresh in the minds of the 
Australian wheat industry. The recent rise in the SOI and forecasts for 
returning La Nina conditions raise the prospects for a wetter than normal 
harvest again this season. Indeed, most weather forecasters suggest 
northern NSW and southern Qld has a high probability of heavy rain over 
the next 30 days. Some quality issues may surface, but at this stage, we 
are not forecasting a repeat of the 2010 harvest delays or quality 
downgrades. 

Wheat stocks  

Carry-in wheat supplies for the 2011/12 season (at 1st October 2011) are 
forecast at a record 8.1 million tonnes, owing to last year’s record wheat 
crop.  At the national level, this large inventory position will provide a 
buffer against adverse late-season weather.  

The most significant YOY increases in 2010/11 wheat stocks is on the 
east coast, owing to the record east coast crop last year, with east coast 
inventories are forecast to rise from 2.3 million tonnes in September 2010 
to a forecast 4.9 million tonnes by September 2011. Wheat stocks in 
Western Australia are forecast to fall by 1.3 million tonnes to a tight 
700 thousand tonnes, reflective of the 2010 WA drought.   

Complicating the east coast inventory analysis is the unusually large 
supply of feed wheat this season, owing to the wet-weather downgrades 
last harvest. Current ABS data suggests that of the 9.8 million tonnes of 
wheat stored in the bulk handling system as at 31st August 2011, only 
52% (or 5 million tonnes) was milling grade. This was, in fact, 14% below 
the 5.9 million tonnes of milling wheat on hand a year earlier.  Therefore, 
despite much higher total wheat supplies this year, milling wheat supplies 
are tighter.  

The relative WA wheat stock tightness explains the west coast price 
premium that has existed over the past 12 months.  The relatively tight 
supplies of milling wheat compared to feed wheat supplies indicates 
explains why east coast feed grain prices, particularly in southern NSW 
and Victoria, have remained depressed.  

The large supply of carry-in wheat will have two main consequences for 
the markets in 2011/12.  

 Firstly, total wheat availability1 in 2011/12 will be a record 33.3 million 
tonnes in 2011/12, exceeding last year’s record of 32.1 million 
tonnes2.  This will underpin Australia’s 2011/12 wheat export program, 
which we believe could slightly exceed our forecast 19 million tonne 
program in 2010/12 (1st October to 30th September marketing year).    

 Secondly, large domestic grain supplies should keep Australian basis 
subdued over the coming year. Most notably, feed wheat values in 
southern NSW and Victoria should remain relatively subdued. This 
feed wheat price pressure will also pressure southern feed barley 
markets. The Western Australian milling wheat premium is likely to 
moderate further because of the forecast large 2011/12 crop. 

Figure 2: Southern Oscillation Index 

Source: Bloomberg and CBA 

Figure 3: Australian wheat stocks (all locations) 

Source: ABS and CBA 

Figure 4: Australian bulk wheat stocks by grade 

Source: ABS and CBA 

                                                      
1 Total supply = production+ carry-in. 
2 Calculated using ABS official wheat inventory data and wheat production forecasts (ABARES for 2010 and CBA for 2011) 
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Please view our website at www.research.commbank.com.au. The Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") and its 
subsidiaries, including Commonwealth Securities Limited ABN 60 067 254 399 AFSL 238814 ("CommSec"), Commonwealth Australia Securities LLC, CBA Europe Ltd 
and Global Markets Research, are domestic or foreign entities or business areas of the Commonwealth Bank Group of Companies (CBGOC). CBGOC and their 
directors, employees and representatives are referred to in this Appendix as “the Group”. This report is published solely for informational purposes and is not to be 
construed as a solicitation or an offer to buy any securities or financial instruments. This report has been prepared without taking account of the objectives, financial 
situation and capacity to bear loss, knowledge, experience or needs of any specific person who may receive this report. No member of the Group does, or is required to, 
assess the appropriateness or suitability of the report for recipients who therefore do not benefit from any regulatory protections in this regard. All recipients should, 
before acting on the information in this report, consider the appropriateness and suitability of the information, having regard to their own objectives, financial situation 
and needs, and, if necessary seek the appropriate professional, foreign exchange or financial advice regarding the content of this report. We believe that the information 
in this report is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the information available at the time of its 
compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, reliability or completeness of any statement made in this 
report. Any opinions, conclusions or recommendations set forth in this report are subject to change without notice and may differ or be contrary to the opinions, 
conclusions or recommendations expressed elsewhere by the Group. We are under no obligation to, and do not, update or keep current the information contained in this 
report. The Group does not accept any liability for any loss or damage arising out of the use of all or any part of this report. Any valuations, projections and forecasts 
contained in this report are based on a number of assumptions and estimates and are subject to contingencies and uncertainties. Different assumptions and estimates 
could result in materially different results. The Group does not represent or warrant that any of these valuations, projections or forecasts, or any of the underlying 
assumptions or estimates, will be met. Past performance is not a reliable indicator of future performance. The Group has provided, provides, or seeks to provide, 
investment banking, capital markets and/or other services, including financial services, to the companies described in the report and their associates. This report is not 
directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where 
such distribution, publication, availability or use would be contrary to law or regulation or which would subject any entity within the Group to any registration or licensing 
requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to the Group. None of the material, 
nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior written permission of the 
appropriate entity within the Group. In the case of certain products, the Bank or one of its related bodies corporate is or may be the only market maker. The Group, its 
agents, associates and clients have or have had long or short positions in the securities or other financial instruments referred to herein, and may at any time make 
purchases and/or sales in such interests or securities as principal or agent, including selling to or buying from clients on a principal basis and may engage in 
transactions in a manner inconsistent with this report. 

US Investors: If you would like to speak to someone regarding the subject securities described in this report, please contact Commonwealth Australia Securities LLC 
(the “US Broker-Dealer”), a broker-dealer registered under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”) and a member of the Financial Industry 
Regulatory Authority (“FINRA”) at 1 (212) 336-7737. This report was prepared, approved and published by Global Markets Research, a division of Commonwealth Bank 
of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") and distributed in the U.S. by the US Broker-Dealer. The Bank is not registered as a broker-dealer under 
the Exchange Act and is not a member of FINRA or any U.S. self-regulatory organization. Commonwealth Australia Securities LLC (“US Broker-Dealer”) is a wholly 
owned, but non-guaranteed, subsidiary of the Bank, organized under the laws of the State of Delaware, USA, with limited liability. The US Broker-Dealer is not 
authorized to engage in the underwriting of securities and does not make markets or otherwise engage in any trading in the securities of the subject companies 
described in our research reports. The US Broker-Dealer is the distributor of this research report in the United States under Rule 15a-6 of the Exchange Act and accepts 
responsibility for its content. Global Markets Research and the US Broker-Dealer are affiliates under common control. Computation of 1% beneficial ownership is based 
upon the methodology used to compute ownership under Section 13(d) of the Exchange Act. The securities discussed in this research report may not be eligible for sale 
in all States or countries, and such securities may not be suitable for all types of investors. Offers and sales of securities discussed in this research report, and the 
distribution of this report, may be made only in States and countries where such securities are exempt from registration or qualification or have been so registered or 
qualified for offer and sale, and in accordance with applicable broker-dealer and agent/salesman registration or licensing requirements. The preparer of this research 
report is employed by Global Markets Research and is not registered or qualified as a research analyst, representative, or associated person under the rules of FINRA, 
the New York Stock Exchange, Inc., any other U.S. self-regulatory organization, or the laws, rules or regulations of any State. 

European Investors: This report is published, approved and distributed in the UK by the Bank and by CBA Europe Ltd (“CBAE”). The Bank and CBAE are both 
registered in England (No. BR250 and 05687023 respectively) and authorised and regulated in the UK by the Financial Services Authority (“FSA”). This report does not 
purport to be a complete statement or summary. For the purpose of the FSA rules, this report and related services are not intended for retail customers and are not 
available to them. The products and services referred to in this report may put your capital at risk. Investments, persons, matters and services referred to in this report 
may not be regulated by the FSA. CBAE can clarify where FSA regulations apply.  

Singapore Investors: This report is distributed in Singapore by Commonwealth Bank of Australia, Singapore Branch (company number F03137W) and is made available 
only for persons who are Accredited Investors as defined in the Singapore Securities and Futures Act and the Financial Advisers Act. It has not been prepared for, and 
must not be distributed to or replicated in any form, to anyone who is not an Accredited Investor. 

Hong Kong Investors: This report was prepared, approved and published by the Bank, and distributed in Hong Kong by the Bank's Hong Kong Branch. The Hong Kong 
Branch is a registered institution with the Hong Kong Monetary Authority to carry out the Type 1 (Dealing in securities) and Type 4 (Advising on securities) regulated 
activities under the Securities and Futures Ordinance. Investors should understand the risks in investments and that prices do go up as well as down, and in some 
cases may even become worthless. Research report on collective investment schemes which have not been authorized by the Securities and Futures Commission is 
not directed to, or intended for distribution in Hong Kong.  

All investors: Analyst Certification and Disclaimer: Each research analyst, primarily responsible for the content of this research report, in whole or in part, certifies that 
with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those 
securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by 
that research analyst in the report. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other 
constituencies for the purpose of gathering, synthesizing, and interpreting market information. Directors or employees of the Group may serve or may have served as 
officers or directors of the subject company of this report. The compensation of analysts who prepared this report is determined exclusively by research management 
and senior management (not including investment banking). No inducement has been or will be received by the Group from the subject of this report or its associates to 
undertake the research or make the recommendations. The research staff responsible for this report receive a salary and a bonus that is dependent on a number of 
factors including their performance and the overall financial performance of the Group, including its profits derived from investment banking, sales and trading revenue.  

Unless agreed separately, we do not charge any fees for any information provided in this presentation. You may be charged fees in relation to the financial products or 
other services the Bank provides, these are set out in the relevant Financial Services Guide (FSG) and relevant Product Disclosure Statements (PDS). Our employees 
receive a salary and do not receive any commissions or fees. However, they may be eligible for a bonus payment from us based on a number of factors relating to their 
overall performance during the year. These factors include the level of revenue they generate, meeting client service standards and reaching individual sales portfolio 
targets. Our employees may also receive benefits such as tickets to sporting and cultural events, corporate promotional merchandise and other similar benefits. If you 
have a complaint, the Bank’s dispute resolution process can be accessed on 132221. 

Unless otherwise noted, all data is sourced from Australian Bureau of Statistics material (www.abs.gov.au).
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