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About Ag Answers
Ag Answers is a specialist insights division of Rural Bank 
and Rural Finance. Recognising that good information is 
the key to making good business decisions, Ag Answers 
provides research and analysis into commodities, 
farmland values, farm business performance and topical 
agricultural issues to enable farmers to make informed 
decisions.

About Rural Bank and Rural Finance
Rural Bank has been a wholly-owned subsidiary of 
Bendigo and Adelaide Bank Limited since 2010 and 
is the only Australian-owned and operated dedicated 
agribusiness bank in the country. From 1 July 2014, 
Victorian agribusiness lender, Rural Finance joined 
Rural Bank as a division of Bendigo and Adelaide Bank 
Limited. As a specialist rural lender, Rural Finance has 
been fostering the sustainable economic growth of rural 
and regional Victoria for more than 70 years. 

Together, Rural Bank and Rural Finance are supporting 
farmers and farming communities by providing them with 
specialist financial tools, industry insights and investment 
into the future of the Australian agribusiness sector.

The future for agriculture is bright
We provide exceptional financial services, knowledge 
and leadership for Australian farmers to grow.

This report is intended to provide general information on a particular subject or 
subjects and is not an exhaustive treatment of such subject(s). The information 
herein is believed to be reliable and has been obtained from public sources 
believed to be reliable. Rural Bank Limited, ABN 74 083 938 416 AFSL /
Australian Credit Licence 238042, and Rural Finance, a division of Bendigo  
and Adelaide Bank Limited ABN 11 068 049 178 AFSL / Australian Credit 
Licence 237879, make no representation as to or accept any responsibility 
for the accuracy or completeness of information contained in this report. Any 
opinions, estimates and projections in this report do not necessarily reflect the 
opinions of Rural Bank and Rural Finance and are subject to change without 
notice. Rural Bank and Rural Finance have no obligation to update, modify or 
amend this report or to otherwise notify a recipient thereof in the event that 
any opinion, forecast or estimate set forth therein, changes or subsequently 
becomes inaccurate. This report is provided for informational purposes only.  
The information contained in this report does not take into account your 
personal circumstances and should not be relied upon without consulting your 
legal, financial, tax or other appropriate professional. 

© Copyright Rural Bank Ltd ABN 74 083 938 416 and Bendigo and Adelaide 
Bank Ltd ABN 11 068 049 178 (S56190) (11/16)

About the research 
The Australian Crop Update includes data and 
forecasts on grain production, predicted wheat 
yields, growing season rainfall, grain prices, 
financial performance for an average farm, as well 
as export performance for crops. 

Significant effort has been taken to secure the 
most recent data available. Wheat yield forecasts 
are based on data recorded at 16 October 2016, 
and any impact on actual yields due to seasonal 
conditions in some regions, such as frost and 
extreme rainfall, may not be known at the time  
of publishing. 

Other harvest forecasts in the report are based on 
data current to 13 September, 28 September 2016 
and 18 October 2016, depending on the source.
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SUMMARY

second 
wettest

on record

billion in June 2016

248m

World wheat ending  
stocks reached

Crop exports were  
valued at

June 2016 was Australia’s

Nationally, FMDs from 
cropping reached

tonnes in 2015/16

billion in 2015/16

49m

20th

Total winter crop production  
is forecast to be

Wheat prices are  
below the five-year

tonnes in 2016/17

percentile

The 2016/17 season is upon us. Harvest has 
commenced in many cropping regions.

An exceptionally wet winter saw crops in most regions 
start spring in the best condition for years. Even so, 
persistent rainfall thereafter has caused waterlogging 
in some low lying areas and recent frosts in Western 
Australia will see yield and quality impacted for affected 
growers.

Another key theme this season is low wheat prices, 
driven lower by another record year of global wheat 
production and growth in ending stocks.

This report presents information about current 
national and world crop production estimates, 
seasonal conditions, prices, demand and the financial 
performance of Australia’s cropping farms.

$10.2 $2.6

03



PRODUCTION – AUSTRALIA

In each state production is forecast to be higher than last 
season and higher than average.

The forecast increase in crop production is being driven mainly 
by forecast higher yields in 2016/17 (see map) rather than an 
increase in area sown, which is estimated to be just 4% higher 
compared to last season (Australian Crop Forecasters, 2016).

If the national winter crop production forecast is accurate, the 
2016/17 season will be the largest on record.

At a state level, the largest year-on-year production increase 
is forecast for Victoria where improved yields in the Wimmera 
and Mallee could drive state production higher by 50%. 

Production in Queensland is forecast higher by 25% due to 
additional area sown and higher forecast yields, particularly in 
the Darling Downs and Fitzroy regions. 

Winter crop production in New South Wales, South Australia 
and Western Australia is forecast higher this season by 
between 10% and 15% compared to the previous year.

National crop production is forecast  
to be higher in 2016/17

Forecast production  
(million tonnes)

Year-on-year 
change

Wheat 28 [27-29] 16%
Barley 10 [9-11] 11%
Canola 3.5  [3.4-3.6] 23%
Chickpeas 1.2 21%
Faba beans 0.4 54%
Field peas 0.3 54%
Lentils 0.3 41%
Lupins 0.7 16%
Oats 1.6 24%
Triticale 0.1 -7%
Sorghum 1.4 -5%
Maize 0.4 10%

(ABARES, Australian Crop Forecasters, Lanworth, 2016).

Supplied by: Agrometeorology Australia, 2016.

D
at

a:
 A

us
tr

al
ia

n 
B

ur
ea

u 
of

 A
gr

ic
ul

tu
ra

l a
nd

 R
es

ou
rc

e 
E

co
no

m
ic

s 
an

d 
S

ci
en

ce
s 

(A
B

A
R

E
S

) a
nd

 A
us

tr
al

ia
n 

C
ro

p 
Fo

re
ca

st
er

s,
 2

01
6

.

higher in 2016/17

23% 50%
Canola production  

is forecast
Victorian crop production  

is forecast

higher in 2016/17

49m

Total winter crop production  
is forecast to be
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Outlook

In Western Australia, more frost than normal has raised 
concern about crop damage, which may see production 
forecasts for Western Australia downgraded significantly  
in the central, eastern and southern wheatbelt.

In the eastern states, crops are largely on track to deliver 
above average yields. In areas where too much water has 
waterlogged soils or prevented access to paddocks to spray 
and top dress, there will be yield and quality impacts. 

Conditions over the month ahead will be critical to securing 
the forecast above average season.
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PRODUCTION – WORLD

tonnes in 2016/17

1.3%
World average annual  

wheat yield has increased
World wheat ending  

stocks reached

since 2000

The world’s major crop growing regions are experiencing 
another good season with above average yields. 

World wheat production is forecast to rise by 1% to a new 
record of 744m tonnes in 2016 –17. 

World barley production is forecast to be higher than average, 
albeit 2% lower than the previous season. The drop in forecast 
barley production is likely to be due to growers allocating land 
to higher-returning alternate crops and wet conditions in the 
European Union impacting yields.

Similarly, world canola production is forecast to be 3% lower in 
2016/17. Key production regions, such as Canada, recorded a 
smaller area sown to canola this season and world yields have 
been impacted by rainfall at harvest in the European Union.

On a global scale, wheat stocks have risen again in 2016/17 
to 248m tonnes (+3%) as production continues to outpace 
usage.

Barley stocks are forecast to decline by 7% to 23m tonnes, 
which is close to average for barley ending stocks.

Canola stocks are forecast to decline by 16% to 5m tonnes 
bringing canola ending stocks back to the 10-year average.

World sorghum stocks are forecast to increase by 7% to 5m 
tonnes following a forecast 9% increase in world sorghum 
production.

Canada’s lentil crop is forecast to be 28% higher to reach 
3.2m tonnes this year.

Data: US Department of Agriculture (USDA), 2016. Data: USDA, 2016.

744m 248m

World wheat production  
to reach a new high of

tonnes in 2016/17

Outlook

Over the past decade, the area allocated to wheat production 
has increased slightly. However, world wheat yield growth has 
been strong, adding almost 1 tonne per hectare since 2000, 
which accounts for much of the growth in world production. 
Based on recent trends, it appears unlikely that world 
wheat production will fall unless a major production region 
experiences a poor season or growers allocate land away from 
wheat in response to low wheat prices.

By contrast, the area allocated to barley shows a gradual 
declining trend and the area harvested of canola peaked in 
2014. Without additional land or a yield boost, there will not be 
an increase in global barley or canola production.

World wheat ending stocks forecast to 
rise to record levels in 2016/17
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World wheat production is forecast 
to be higher again in 2016/17
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World wheat ending stocks forecast to 
rise to record levels in 2016/17
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World wheat production is forecast 
to be higher again in 2016/17
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SEASONAL CONDITIONS

15
year high

80%
Parts of Tasmania and 

Victoria have an
Crop vegetation density  

has reached a

chance of exceeding October-
December median rainfall

Although the eastern states had a dry start to the year, rainfall 
in May and June restored soil moisture and yield potential.

June 2016 was Australia’s second wettest June on record.

Continued rainfall saw crops in good condition across the 
country at the end of winter. 

Subsequent, heavy spring rainfall will have impacted yields  
due to waterlogging damage to some crops, particularly in 
New South Wales and Victoria. In Western Australia, frosts 
have raised concern about yield impact.

Soil moisture will not be a limiting factor for the remainder of 
the season. Conversely, warmer conditions would be welcome 
to finish the season.

The persistent wet conditions provide good sowing conditions 
for summer crops, such as sorghum.

Timely and widespread winter rainfall had crops in excellent 
conditions coming into spring, evidenced by a 15-year high in 
crop vegetation density in most parts of Australia. 

The New South Wales example shown is typical of other 
major crop production areas, such as the South Australian and 
Victorian Mallee, the Wimmera, the Eyre Peninsula and all but 
south-eastern Western Australia. The more positive the values, 
the more green and healthy is the vegetation present in the 
landscape.

Source: Bureau of Meteorology, 2016.  New South Wales Derived from NDVI. Data: Lanworth/Thompson Reuters, 2016

second 
wettest

on record

June 2016 was Australia’s

Outlook

The Bureau of Meteorology currently forecasts a greater 
than 50% chance of above median rainfall for the October to 
December period for most Australian cropping regions. The 
forecast for Western Australia’s cropping regions is about 
50/50 for above median rainfall, while southern New South 
Wales, Victoria and Tasmania are forecast to have up to 80% 
chance of exceeding the median rainfall for the period.

October to December days are also likely to be cooler than 
average for most of Australia.

The Bureau is forecasting neutral El Nino/La Nina conditions 
for the rest of spring and all of summer. A weak push of rain 
toward Australia is likely, but nothing like the strong La Nina  
in 2011.

N
ew

 S
ou

th
 W

al
es

 
In

de
x 

de
riv

ed
 fr

om
 N

D
V

I

Crop vegetation density 
highest in 15 years

Ja
n

M
ar

A
pr

M
ay

A
ug

N
ov

D
ecJu

l

Fe
b

Ju
n

S
ep O
ct

0.9

0.8

0.6

0.5

0.7

0.3

0.2

0.1

0.4

0

Min-Max (2001-15) Median (2001-2015)

2015 2016

 

06



PRICES

World grain prices have been trending lower since 2011 as 
production of most crops has outpaced demand over that 
period. This trend has seen stockpiles increase, which will 
keep world prices low in the short term even if the growth 
in world production slows. Until the beginning of 2016, the 
Australian dollar was trending lower providing some buffer 
against declining world prices for Australian growers.

World wheat production has accelerated especially due to 
improving yields. Furthermore, favourable seasonal conditions 
in major grain growing regions around the world have 
widened the gap between production and consumption over a 
consecutive four-year period, which has not occurred since the 
mid -1980s.

Although a production to usage gap has not opened up for 
barley as it has for wheat, the barley price has nevertheless 
tracked wheat prices lower.

World sorghum production and consumption remain well-
balanced and ending stocks have been stable since the 
mid -1990s. Nevertheless, most Australian sorghum is used 
domestically as stock feed and therefore the price depends 
on domestic factors more so than other grains. This year, the 
sorghum market will be impacted by the forecast large wheat 
supply and pasture growth.

In contrast to other major crops, canola prices have been 
trending higher since global production plateaued in 2014 and 
more recently due to the Canadian harvest being interrupted 
by late season rainfall.

Lentil prices are under pressure this season from a forecast 
28% increase in production in Canada, the world’s largest 
lentil exporter.

Refer to the back of this report for state-by-state crop price 
tables.

Data: ABARES, 2016. Data: Thompson Reuters, 2016

Outlook

Another year of strong world wheat production, large 
stockpiles and forecast above average local production means 
the likelihood of a significant price increase over the year 
ahead is remote. Low wheat prices and good conditions for 

fodder production this year will also weigh on other coarse 
grain prices. World wheat supply and demand need to become 
closer before a return to an increasing price trend can be 
expected.

USD since June 2016

Canola prices have  
returned to the

The Australian dollar has 
been trading around

average

20th

Wheat prices are  
below the five-year

percentile

five 
year 0.75c

Wheat, barley & canola 
futures prices trend lower
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DEMAND

60%
Australia exports

of broadacre crop 
production

1%
Australian domestic 

demand is growing by 

annually

Growth in domestic demand for Australian crops is roughly in 
step with Australia’s population growth, at 1.1% and 1.5% per 
year, respectively.

Compared to the rest of the world, Australians are moderate 
consumers of wheat, equivalent to approximately 75kg per 
person per year.

In most years, domestic consumption amounts to 
approximately 40% of production, depending on the grain. 
With a mature domestic market the Australian industry has 
become export-focused, particularly in Western Australia 
where approximately 80% of production is exported.

Poor seasonal conditions in the 2015/16 season in Australia’s 
major cropping regions led to lower production and contributed 
to a 6% decline in the volume of crop exports. Declining global 
prices for coarse grains also contributed to the total export 
value of crops declining by 4% in 2015/16. Higher ending 
global stocks in recent years and another season of strong 
global production is expected to lead to further falls in prices 
and another drop in Australia’s total export value over the year 
ahead, depending on production in 2016/17. Global canola 
prices are expected to increase due to lower supplies. The 
outlook is positive for legume exports, particularly chickpeas, 
which have shown strong growth in 2015/16.

Crop exports were  
valued at

billion in 2015/16

$10.2

Outlook

Domestically, demand for wheat is expected to increase this 
year in response to low wheat prices, especially as a component 
of stock feed. In the medium term, growth in domestic crop 
consumption will remain linked to Australia’s population growth.

Higher production this year will see export volumes increase 
again. The state of origin export profile will remain similar, although 
Victoria’s share of national exports is likely to increase as Victorian 
production is forecast to bounce back by 50% this season. 
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Australian apparent domestic use 
of crops is growing slowly
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crop export market, largely driven by 
195% growth in legume exports3.0
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FINANCIAL PERFORMANCE

5.3%
The median Australian 
farmland price grew

in 2015

4.8%
Specialist grain farms 

recorded a rate of return of

in 2015/16

The recent Financial Performance of Grain Farms report from 
ABARES reported an increase in farm cash income and the 
rate of return (excluding capital appreciation). Farm cash 
income for the average grain farm rose 12% in 2015/16 
– that result was driven by increases in farm cash income 
in northern and western regions while farm cash income 
declined in southern regions due to dry conditions last season.

The average Australian grain farm recorded an average rate of 
return of 3.5% in 2015/16. For specialist grain farms (those 
farms obtaining more than 50% of total cash receipts from 
crop sales) the rate was 4.3% (ABARES, 2016).

From a regional perspective, Western Australia has 
outperformed the northern and southern regions by almost 
double over the past three years. In 2015/16 the average 
western region grain farm recorded a rate of return of 4.8%.

Growth in the rate of return to grain cropping enterprises has 
outperformed agriculture more broadly over the past decade.

Combined with capital appreciation of farmland, indicated by 
an increase in the national median farmland price by 5.3% 
in 2015, specialist grain growers are generating returns well 
ahead of inflation.

In a mark of financial health for Australian cropping farms, 
Farm Management Deposit (FMD) balances increased again 
in 2015/16. The national balance for broadacre and mixing 
farming businesses was $2.6 billion at the end of June 2016 
(Department of Agriculture and Water Resources, 2016).

This year, changes to the legislation governing the FMD 
scheme will see maximum balances increased to $800,000 
and the option to use an FMD to offset farm business loans.

Outlook

Despite low wheat prices, above average production will 
see growers in most areas return a positive result from this 
season’s crop, except in areas that have been badly affected 
by frost or waterlogging. Even so, the season may not be quite 
as profitable as initially hoped in areas where wet conditions 

have prevented access for machinery to spray and top-dress 
crops and waterlogged soils have a negative impact on quality.

Above average production and changes to the FMD rules will 
see FMD balances increase again in 2016/17.
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09



CROP PRiCES – STATE dETAiL

AUd/tonne delivered to port

State Current  
(7th Nov)

November
2015 5 year average 80th percentile 20th percentile

Wheat – ApW

NSW 233 300 283 310 254

QLd 235 297 289 323 252

SA 227 281 263 286 243

TAS (SFW1)* 235 286 264 284 247

ViC 229 301 272 295 254

WA 236 301 288 317 258

Wheat – Feed

NSW* 172 258 228 248 200

QLd* 182 264 236 257 214

SA* 162 230 212 224 199

TAS (F1)* 215 276 259 280 237

ViC 151 241 241 271 214

WA* 163 258 222 235 205

barley – GA1

NSW 191 263 268 308 236

QLd* 200 273 257 246 276

SA 160 255 249 272 220

TAS* 280 320 303 320 280

ViC 200 279 260 283 240

WA* 171 262 240 210 264

barley – Feed

NSW** 174 245 264 301 228

QLd 181 253 267 311 220

SA** 163 223 221 258 200

ViC 171 251 238 261 217

WA* 191 238 243 290 209

NSW 534 563 523 550 491

SA 527 550 515 546 481

canola TAS* 500 501 480 500 450

ViC 534 560 520 550 485

WA 558 574 539 573 508

Sorghum
NSW 207 240 263 308 217

QLd 211 245 265 306 216

Lentils SA* 745 1296 1169 1326 1000

Faba beans SA* 273 419 451 527 380

* 1 year of data.  ** 3 years of data.
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2011/12 2012/13 2013/14 2014/15 2015/16
2016/17
(ABARES 
forecast)

Soybeans 510 468 538 588 560 549

Maize 251 238 297 330 323 300

Lupins 232 340 345 292 290 232

Field Peas 295 406 419 413 460 391
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For report enquiries: 

AG ANSWERS
P 1300 796 101 
E  ag.answers@ruralfinance.com.au

For banking enquiries: 

RURAL BANK 
P 1300 660 115 
W ruralbank.com.au 

RURAL FINANCE 
P 1300 796 101 
W ruralfinance.com.au

ELDERS  
P 1300 618 367 
E  bankmarketing@elders.com.au


