lI> OVERVIEW

4.4 million hectares. This is two per cent lower than the record set in
2016-17 but would be the second-highest level on record, resulting from
producers continuing to take advantage of the Argentine Government’s
decision to remove export restrictions and taxes on corn. Average yields
in Argentina are assumed to fall slightly from 2016-17, with overall
production forecast to be marginally lower.

Brazilian corn production has increased by 70 per cent over the past
10 years, boosted by record harvests of its safrinha (second-season) crop.
The crop is expected to account for two-thirds of 2016-17 production.

Second-season crop yields have been trending upwards but are more
susceptible to production risks than first-season crop yields. This is
because the safrinha crop is planted after the soybean harvest, and if the
soybean harvest is delayed the chance of sufficient rainfall throughout the
safrinha growing season decreases. Safrinha planted area is expected to
continue to increase over the projection period as a result of the Brazilian
Government’s minimum price guarantee programme.

Corn production in Brazil is forecast to increase by around one per
cent in 2017-18 to a record 86.5 mt.
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Production of corn in China is forecast to fall for the second
consecutive year in 2017-18 to around 206.6 myt, reflecting a further
decline in area planted. In 2016-17 area planted to corn fell in response
to the Chinese Government’s March 2016 removal of the corn price
support scheme. The scheme had resulted in a large build-up of domestic
corn stocks and a sharp increase in imports of cheaper alternatives such
as barley and sorghum.

Over the medium term, world corn production is projected to
increase from 2018-19 onwards to around 1.1 billion tonnes in
2021-22. Production increases are expected to come mainly from yield
improvements because availability of land for crop expansion in major
developed countries is limited

Corn consumption is projected to increase in line with growing
world population and rising incomes in developing countries, leading
to increased demand for meat and consequently for feed grains in the
livestock sectors.

Barley

World barley production in 2017-18 is forecast to decline by three

per cent, reflecting a fall in area planted and an assumed return to
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average yields. Production decreases in Australia and Canada will be
partially offset by production increases in the European Union.

EU production is forecast to increase by two per cent in 2017-18,
with yields assumed to return to average after poor seasonal conditions in
2016-17. Area planted to barley is forecast to remain largely unchanged
from the previous year.

World barley production over the medium term is projected to
increase as area planted to barley increases modestly and average yields
continue to trend upwards.

Area planted to barley in Australia, Canada and the European Union
is expected to remain largely unchanged, reflecting low prices.

Area planted in Argentina and the Black Sea region is expected to increase
modestly over the medium term, reflecting supportive government policies.

Demand for barley is forecast to increase in line with world
population growth and rising incomes in developing countries, leading
to increased demand for meat and consequently feed grains. Increasing
world beer consumption is expected to result in the continued increase in
demand for malting barley.

Global consumption

World consumption is forecast to remain at 1.3 billion tonnes in
2017-18 and continue to grow over the medium term. This mainly
reflects an increase in demand for feed grains in world livestock
production. Industrial use of barley is also expected to grow but at a
slower rate, largely reflecting the increase in demand for malting barley
for beer production.

Corn

World consumption of corn is forecast to increase by only one per
cent in 2017-18, largely as a result of the slowdown in use of corn for
industrial purposes.

In 2017-18 US corn consumption is forecast to fall marginally from
a record high, reflecting a reduction in demand. Growth in US corn
consumption over the medium term is expected to be driven primarily by
demand from the livestock sector as production of beef, pork and broiler
meat continues to increase.

Growth in US corn consumption was strong over the decade to
2015-16, primarily as a result of the US Government Renewable Fuel
Standard (RES) programme.

The RFS programme ensures US consumption of ethanol will
continue to increase, but the rate of growth is expected to remain
relatively low over the medium term.

Corn consumption, US, 2002-03 to 2021-22
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Corn consumption in China is forecast to increase by two per cent

to 231 mt in 2017-18. This reflects an expected increase in use of corn
in livestock feed following Chinese Government measures to reduce
national corn stocks. It removed the domestic corn price support scheme
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Domestic and global oilseeds outlook

Il By James Fell, ABARES

AT A GLANCE...

B The world oilseed indicator price is forecast to average
lower in 2017-18, reflecting abundant stocks at the
beginning of the year and another year of good harvests
in major exporting countries.

Over the outlook period to 2021-22 prices are projected
to fall because of a continuation of strong yield gains and
area expansion in South America.

Production is expected to rise over the outlook period due
to growth in South America. This is despite a projected
price-led drop in planted area in other key soybean- and
rapeseed-producing countries.

In Australia, canola plantings are forecast to rise in
2017-18, reflecting better returns to producers compared
with other cropping alternatives.

Outlook for Australian oilseeds to
2021-22

Price incentives to support canola plantings

Area planted to canola is forecast to increase in 2017-18, reflecting
favourable expected relative prices in the upcoming planting window.
In contrast to wheat and batley, local canola prices have risen compared
with March 2016. But actual area planted to canola will depend on the
timing of rainfall in autumn, with early rainfall supporting plantings.
Assuming an average yield of 1.3 tonnes per hectare, production is
forecast to fall by one per cent to 3.7 million tonnes (mt) in 2017-18
after record yields in 2016-17.

Over the medium term, increases in the sheep flock are projected

Prices of wheat, barley and canola, March 2016 to January 2017
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to reduce area planted to canola. This follows an initial increase in
area planted in 2017-18 in response to strong canola prices. Assuming
modest yield growth in line with historical trends, production is
projected to remain largely unchanged at 3.7 mt in 2021-22.

Domestic consumption of canola is projected to continue growing
over the medium term, reflecting local oil and meal demand. But
Australia’s overall oilseed meal production is insufficient to meet domestic
oilseed meal requirements. Over the medium term, imports of oilseed
meal are projected to increase by one per cent a year to 808,000 tonnes,
driven by demand from Australia’s growing meat and dairy industries.
But growth is expected to be slower than in recent years due to above
average cottonseed production.

Table 1: Outlook for oilseeds

unit 2014-15 2015-16s 2016-17f 2017-18f

World
Oilseeds
Production Mt 537 522 555 555
Consumption Mt 517 526 546 556
Exports Mt 147 153 157 158
Closing stocks Mt 93 89 97 96
Indicator price ba  US$/t 418 373 390 382
Canola indicator
price be US$/t 424 415 425 418
Protein meals
Production Mt 299 306 320 324
Consumption Mt 294 305 318 326
Exports Mt 85 87 92 98
Closing stocks Mt 15 17 18 16
Indicator price bd ~ US$/t 427 345 349 350
Vegetable oils
Production Mt 176 176 187 190
Consumption Mt 173 178 186 190
Exports Mt 77 75 78 80
Closing stocks Mt 20 19 19 19
Indicator price be ~ US$/t 808 742 879 887
Australia
Oilseed production  kt 4,376 3,923 5,709 5,373
Oilseed exports kt 2,617 2,102 3,258 3,231
Canola
Area ‘000ha 2,897 2,357 2,327 2,800
Production kt 3,540 2,944 4,144 3,690
Export volume g kt 2,445 1,946 3,063 2,849
—nominal A$m 1,349 1,097 1,749 1,637
Price bi A$/t 434 542 530 532

a US no.2 soybeans, fob Gulf. b In 2016-17 US dollars. ¢ Rapeseed, Europe, fob
Hamburg, July—June. d Soybean meal, cost insurance and freight, Rotterdam, 45 per
cent protein. e Soybean oil, Dutch, free on board ex-mill. f ABARES forecast. g July—
June. h In 2016-17 Australian dollars. i Delivered Melbourne, July-June. s ABARES
estimate. z ABARES projection.

Sources: ABARES; Australian Bureau of Statistics; US Department of Agriculture

GRAIN YEARBOOK 2017 SECTION 1




lI> OVERVIEW

Australia produces mainly canola meal and cottonseed meal.
Domestic production of oilseed meals is insufficient to meet demand and
so is supplemented by imports. Soymeal fills the shortfall in local supply.

In 2015-16 Australia imported 706,000 tonnes of soymeal (mostly
from Argentina) and only negligible volumes of other oilseed meals.

Australian soymeal imports, by country, 2007-08 to 2015-16
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Over the decade to 2015-16 oilseed meal imports increased as
protein meal demand rose with increases in chicken meat, egg and beef
feedlot production. But the increase in imports was limited by a large
increase in domestic cotton production, which enabled substitution to
cottonseed meal.

Australian soymeal imports, by state, 2007-08 to 2015-16
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Soymeal is mostly imported into the east coast states, where livestock
feeding industries are based. Victoria is the largest importer of soymeal,
with major livestock feed industries for chicken meat, layer hens, pigs
and dairy. New South Wales and Queensland import significant volumes
to meet the needs of the pig, chicken meat and layer hen industries and
the beef feedlot sector.

South American production growth to push
prices down

The world oilseed indicator price (US no. 2 soybeans, fob Gulf) is
forecast to fall by two per cent in 2017-18 to average US$382 a tonne.
An increase in supplies (opening stocks plus production) is expected to
affect global soybean prices. This follows expected bumper 2016-17
oilseed crops in South America, which will be harvested through to June
2017.
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prices under pressure but still above the 10-year average.

The world canola indicator price (Europe rapeseed, fob Hamburg)
is forecast to fall by two per cent in 2017-18 to average US$418 a
tonne, reflecting improved supplies of high oil-bearing oilseeds in major
exporting and importing countries. Prices of vegetable oil are likely to be
affected by improved harvests of palm oil in South-East Asia, following
a recovery from earlier El Nifio conditions. This is expected to reduce
processing margins, and consequently, demand for canola.

Prices in real terms are projected to fall over the medium term despite
a small upward turn towards the end of the outlook period. Continued
expansion of area planted to oilseeds in South America and growth in
yields are expected to affect prices. A small increase in prices towards the
end of the period will be supported by growth in underlying demand for
meal and vegetable oil.

A reduction in the area planted to soybean and rapeseed (including
canola) is also expected in response to overall projected prices.

Oilseed prices in real terms are projected to fall but will remain above
the 10-year average to 2007-08.

South America to drive oilseed production over
medium term

World oilseed production is forecast to rise slightly in 2017-18 to
555 mt, largely due to increases in cottonseed and rapeseed production.
Globally, rapeseed (including canola) production is forecast to increase
by three per cent to 70 mt, mainly reflecting an assumed improvement in
seasonal conditions in the European Union.

Over the medium term, global production is projected to continue its
long-term upward trend. Soybeans dominate global oilseed markets.

In South America, soybean producers will continue a long-run trend
to increase area planted. Average yields grew by two per cent a year in
Brazil and four per cent a year in Argentina over the decade to 2015-16.
In Argentina, production growth is expected to be boosted towards the
end of the outlook period when export taxes are lowered. In Brazil, area

Soybean production in Brazil and Argentina, 1997-98 to 2021-22
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Summary of Australian rice statistics (paddy) Australian rice export value and gross
by area and volume value of production
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Summary of world statistics for rice

Area Production Use Closing stocks  Stocks to use Trade Av. price US$/t
(million ha) (Mt, milled) (Mt) (Mt) ratio (%) (Mt) (Thai 100%)
2011-12 160 467 456 107 235 40 590
201213 158 472 466 110 236 39 565
201314 161 478 479 112 234 43 429
2014-15 160 480 478 118 24.6 42 419
2015-16 159 472 473 17 24.7 39 386
2016-17 161 482 482 18 255 41 382

World rice production, by country (wt, milled equivalent)
Aust. B-desh Brazil China EU-27 India Indon. Japan Myan. Pakis. Philip. Thail. us Viet. TOTAL

201112 0.92 337 19 140.7 2.1 105.3 365 18 11.4 6.2 10.7 204 5.9 211 467
201213 0.81 33.8 8.0 143.0 1.9 105.2 368 19 1.7 6.0 1.4 203 6.3 215 472
2013-14 057 34.4 8.2 142.5 1.8 106.7  36.3 79 11.9 6.8 11.9 20.3 6.1 28.0 478
201415 049 345 85 144.6 1.6 1055  36.3 78 12.5 6.9 11.9 18.7 1.1 28.8 479
2015-16  0.18 34.5 12 145.7 18 1043 362 16 12.2 6.7 11.3 15.8 6.1 285 473
2016-17  0.61 34.6 8.1 144.9 1.8 108.0 36.8 17 12.5 6.6 12.0 18.5 7.1 28.3 482

SECTION 2 THE GRAIN INDUSTRY IN FIGURES
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In this section the rice crop is the year of planting.

(The 2016-17 figure is therefore a forecast of the Australian rice
harvest in March-April 2017.)
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