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AUSTRALIA:

ON THE DOORSTEP
OF THE GLOBAL
POPULATION
GROWTH CENTRES

|deally placed to supply the increased global
demand for protein

THERE ARE MORE PEOPLE LIVING

INSIDE THIS CIRCLE THAN OUTSIDE IT

SOURCE: UNDESA, World Bank, OECD-FAO



AUSTRALIA’S
AGRICULTURAL
INDUSTRY

A brief overview

Australia’s agriculture sector comprises
a diverse range of industries

Extensive grazing of livestock
Broadacre cropping

Intensive animal production
Horticulture / Viticulture
Permanent crops

Aquaculture

ALBANY

0

KEY

¥ Cattle
¥ Sheep
[ f ] Equine

l Dairy

Horticulture

i Viticulture
HOBART —
| @ Export

.|
¢ | Cropping
v



AUSTRALIA’S
AGRICULTURAL
INDUSTRY

We have a number of important advantages:
» Transparent rule of law

* Rigorous regulatory and compliance systems
« Democratically elected government

» Strong public institutions

» Triple-a credit rating

« Stable economic and political system

 World-class environmental practices
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« Strong food safety systems g T N RN

Traceability is critical

 World-class animal welfare and quality control systems
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AUSTRALIA’'S COMPARATIVE ADVANTAGES




Australia

AUSTRALIA HAS
A FAVOURABLE
CLIMATE FOR L

AGRICULTURE | Northern hemisphere
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MOST OF OUR PRODUCTION IS EXPORTED

Share of agricultural production exported, $b Australia's main agricultural production and exports 2017/18
3 year average, 2014-15 to 2016-17 12
o 10
Beef & veal Canola 8
76% 75%
0 6
Cotton Dairy products
98% 4% 1
% o
70 (o) 2
of agricultural production Horticulture  Mutton & lamb
is exported 18% 72% I
0
Wheat Barley Canola Cotton Beef (inc Live  Sheep and Wool Milk Fruit & Nuts
Ex) other animals
Pig & poultry Sugar Wheat Wool
6% 78% % 98%

m Value of agricultural commodities produced 2017/18(AUD m) ™ Value of agricultural commodities exported 2017/18 (AUD m)

SOURCES: ABARES, ABS, Dep'’t Foreign Affairs and Trade



AUSTRALIA’S MAIN AGRICULTURAL COMMODITIES

2017/18 ‘000 tonnes Course grains Oilseeds Cotton

Australian production 21,244 11,991 5,205 1,000 4,610 422 4,500

Australian export 15,500 8,823 2,494 872 4,650 328 81883

World production 763,000 1,374,000 574,000 26,900 278,000 1,156 193,000
World consumption 738,000 1,374,000 571,000 26,500 276,000 1,154 183,000
World exports 179,000 186,000 168,000 8,900 30,500 547 63,000
Australian production / world production 2.78% 0.87% 0.91% 3.72% 1.66% 36.51% 2.33%
Australian exports / world consumption 2.10% 0.64% 0.44% 3.29% 1.68% 28.42% 1.82%

Australian exports / world trade 8.66% 4.74% 1.48% 9.80% 15.25% 59.96% 5.29%

SOURCE: ABS
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AVERAGE ANNUAL
GROWTH IN FARMLAND

MEDIAN PRICES OVER
20 YEARS

TAS
1.7%







THE KEY DRIVERS OF AGRICULTURE AS AN ASSET CLASS
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THE KEY DRIVERS FOR INVESTMENT
IN AUSTRALIAN AGRICULTURE

Most of the projected rise occurs in Asia, where demand for food is expected to double by 2050

World agrifood demand, population and income World agrifood demand by region
350 Asia r
300
Rest of
250 world
World income
200 World agrifood demand 2l
g crina [ — = 2050
150 m 2007
' r | Breakdown of
100 gha Asia demand
50 Rest of r
Asia |
0
2007 2014 2021 2028 2035 2042 2049 0 1000 2000 3000 4000

Index (2007 = 100) Billion (2007 US$)

SOURCE: United Nations Dep’t of Economic and Social Affairs
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AUSTRALIA’S FARM
BUSINESSES

Many sub-economic in size
Structural change will be necessary

New capital requires scale

Small farms Medium farms Large farms

m 9% of all farm businesses m Contribution to total farm income (%)






THE AUSTRALIAN FARM INDEX

A consistent and credible performance indicator

% Australian Farmland Index Annualised Returns
20
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OUTPERFORMED OTHER ASSET CLASSES

Gross returns for various asset classes 3 years to Dec 2018
Australian Farmland (Land appreciation only) 35 I Australian Farmland 14.2
US Farmland US Farmland
Cash Cash
Australian Bonds Australian Bonds
International Property International Property
Australian Property Australian Property
US Shares (S&P500) US Shares (S&P500)
International Shares International Shares
Australian Shares Australian Shares m
0 2 4 6 8 10 12 14 0 2 4 6 8 10 12 14
insights.vanguard.com.au/NCREIF Farmland Index

insights.vanguard.com.au /NCREIF Farmland Index/Rural bank Ag Answers 2018



NEGATIVELY CORRELATED TO OTHER ASSET CLASSES

Correlation Matrix — 10 years

Developed Equities Emerging Equities Property
Ag Land 1.00 0.55 0.55 0.41 0.19 0.02
Developed Equities 1.00 0.89 0.72 0.45 0.16
Emerging Equities 1.00 0.67 0.44 U1
Property 1.00 0.12 -0.02
Cash 1.00 0.77
Bonds 1.00

Correlation Matrix — 5 years

Developed Equities Emerging Equities Property
Ag Land 1.00 0.51 0.54 0.36 0.24 -0.03
Developed Equities 1.00 0.91 0.7% 0.63 0.29
Emerging Equities 1.00 0.65 0.63 0.25
Property 1.00 0.23 0.06
Cash 1.00 0.69

Bonds 1.00

SOURCE:Macquarie Agricultural Funds Management. Food for thought



STRONG RISK-ADJUSTED RETURNS

Asset Class Risk and Return (1998-2015)

Return (%)

14.00%

12.00%

Australian Equities ¢
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8.00% L ]

6.00%

@® Glabal Bond @ US Office Real Estate

4.00% iti
00% @ Global Commodities

@® Timberland
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World Equities @
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@ Global Listed Infrastructure

US Equities
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1.00%

1.00% 6.00% 11.00% 16.00%

Risk (Standard Deviation of Returns)

SOURCE: BDO Australia
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ISSUES WITH INSTITUTIONAL /
INVESTMENT i

Can get bogged down with decision
making due to investment and strategic

processes |
» Decision making less nimble and very
complex

Added layers of management in a
corporate farming structure

« Can delay timing of investment and
operational decisions

High degree of specialisation
* Return risk due to commodity downturn » CORPORATE EARMS:

» Higher fixed costs but lower variable costs

Can invest more heavily in technology and management
Negotiate volume discounts and premiums
Have access to cheaper capital



Not easy to simply add it to a
portfolio, especially considering it
will often encompass such a small
part of the overall fund
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AG-TECH

SproutX — $

Australia’s first Ag-tech Accelerator AgMesh

loT for Agriculture

Their portfolio includes:

Agmesh
Enviroeye EnviroEYE
Platfarm

water
Agriunity Platfarm’ save

Water Save Suvi water + Champlng accmmrles

CSIRO - Virtual Fencing
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