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PURPOSE
Aither’s goal is to use its unparalleled experience 
in the design, implementation and operation of 
Australia’s water markets to help improve the 
quality of decision making by governments, 
regulators and participants in both the public and 
private sectors. To this end, we have prepared this 
report to provide our clients with information 
regarding recent activity and drivers.

The report may also help other interested parties 
to improve their understanding of Australia’s 
water markets, and provide an indication of 
the types of analysis and insight Aither is able 
to provide.
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SUMMARY
Aither’s Water Markets Update Report (the Report) provides an overview of water market activity in 
Australia’s major water trading zones in the southern Murray Darling Basin (MDB) for the 2013-14 water year. 
The Report also provides initial results and expectations for 2014-15.

In summary, the Report shows that:

• Water entitlement and allocation markets continued to grow in importance and sophistication in the 
southern MDB. 

• Allocation prices in 2013-14 continued to strengthen, building from $40 to $50 per megalitre (ML) at the 
start of the season to $80 to 90 per ML at the peak of summer. A new equilibrium is emerging following 
the extreme drought and flooding conditions experienced between 2006-07 and 2010-11, which saw 
dramatic fluctuations in prices.

• Entitlement prices were generally steady compared to the previous year, while remaining well below the 
record highs experienced three to four years ago.

• There is potential for further improvement in the efficient operation of water markets. The large spread 
in observed prices for both allocations and entitlements at any point in time points to challenges 
associated with price disclosure and information flows.

• Looking to this year, early indications suggest further strengthening of water allocation prices with 
opening prices of $70 to $90 per ML. Market intelligence also suggests that entitlement prices are now 
increasing in response to strengthening demand from high value horticulturalists and other investors.
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1.1 BACKGROUND

Water markets in Australia have developed substantially over the past two decades. They are now an 
established part of agricultural, urban and environmental water policy and management in Australia. 
Australian water markets are helping balance competing demands for Australia’s scarce water resources 
and are delivering more efficient water investment, allocation and use. Markets provide business 
flexibility and risk management benefits, and help deliver important public policy outcomes. They are 
also increasingly viewed as an attractive opportunity for investors.

Market information and analysis supports improved understanding of how water markets work – 
including by demonstrating market activity and highlighting potential opportunities. It can also help to 
inform decision making by determining if, when, or how to participate, or when it may be necessary to 
change policies affecting water markets. 

With the 2013-14 water year recently completed, now is an opportune time to review outcomes for the 
year past, and consider the outlook for the year ahead. 

1.2 SCOPE

The Report provides a high-level overview of water market outcomes in addition to discrete supporting 
analysis. It is not designed to be a comprehensive analysis of all market segments or issues. Broadly, 
the Report:

• presents allocation market activity and prices for 2013-14, discusses market performance and key 
drivers, and compares outcomes with previous years (Section 2)

• presents entitlement market activity and prices for 2013-14, discusses market performance, presents 
information on market size, liquidity and yields, and compares outcomes with previous years 
(Section 3)

• summarises initial activity in 2014-15 and provides indications of potential outcomes for the 
remainder of the year in the southern MDB (Section 4)

• provides a brief background on the purpose, use, operation and key drivers of activity in Australia’s 
water allocation and water entitlement markets (see Appendix A).

All analysis is contained to major trading zones in New South Wales and Victoria, and excludes some 
market segments (such as New South Wales irrigation corporations) due to current data availability.1

Market information 
and analysis 
supports improved 
understanding of how 
water markets work
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2.1 ALLOCATION TRADE 
ACTIVITY AND PRICES 
IN 2013-14

In the major trade zones considered here, there 
was a total of 1,561 gigalitres (GL) of allocation 
trade within each respective zone in 2013-14.2 
Goulburn and Victorian Murray Zone 6 were net 
importers, and all other zones were net exporters 
of water; with New South Wales Murray exporting 
the largest volume. The majority of within zone 
trade (by volume) was within the Goulburn. 
Yearly median prices across the zones were 
broadly similar, while there appears to have been 
some price discounting in the New South Wales 
Murrumbidgee. 

TABLE 1. ALLOCATION TRADE NUMBERS AND VOLUMES, MAJOR SOUTHERN MURRAY-
DARLING BASIN ZONES, 2013-14 (ML)

Within Into Out of

Net changeZone No. Vol. No. Vol. No. Vol.

Goulburn 1A 3,494 471,988 1,524 216,700 969 140,922 75,778

Vic Murray 6 625 75,513 589 177,135 433 99,126 78,009

Vic Murray 7 2,347 190,303 1,162 256,907 926 404,069 -147,163

NSW Murray 1,114 387,018 1,314 471,543 1,812 850,437 -378,894

NSW Murrumbidgee 755 435,985 901 495,902 1,047 616,835 -120,933

Total 8,335 1,560,807 5,490 1,618,186 5,187 2,111,389 -493,203

Source: Victorian and New South Wales Water Registers 2014.
 Note: Excludes trades within irrigation corporations.

TABLE 2.  ANNUAL ALLOCATION PRICES, MAJOR SOUTHERN MURRAY-DARLING BASIN 
ZONES, 2013-14 ($/ML)

Zone Median VWAP

Goulburn 1A 75 74.65

Vic Murray 6 75 74.12

Vic Murray 7 75 76.49

NSW Murray 70 68.76

NSW Murrumbidgee 70 61.70

Source: Victorian and New South Wales water registers 2014. 
Notes:  VWAP is the volume weighted average price and calculates the average price weighted by the volume traded at each price. 

Price calculations exclude outlier prices below $5 and above $150.



6

2.0   Allocation markets

2.1 Allocation trade 
activity and prices in 
2013-14

2.2 Allocation market 
performance

2.3 Allocation seasonal 
drivers in 2013-14

2.4 Water allocations to 
entitlement

2.5 Comparisons with 
previous years

WATER MARKETS REPORT | 2013-14 REVIEW AND 2014-15 OUTLOOK

2.1.1 VICTORIA

In Victoria, water trade volumes increased steadily 
early in the season – before major spikes in the 
volume of water traded in October 20133 and 
January 2014 (Figure 1). A late season spike in 
trade volume was apparent in June 2014 (likely 
driven by demand for carryover). 

Median prices opened at a low of around $40 
to 45 per megalitre (ML) for most zones, and 
increased to a high of around $90 to 95 per ML 
in January, before decreasing to around $55 to 
60 per ML. 

Box 1: Importance of selling at the top of 
the market

The Victorian Murray Zone 6 had the largest 
variation in monthly median water allocation prices. 
A median low of $43.10 per ML was observed 
in July 2013 and a median high of $95 per ML 
was observed in January 2014 – a difference of 
$51.90 per ML.

If a water holder had a hypothetical 200 ML of 
water allocation to trade in 2013-14 in the Victorian 
Murray Zone 6, the choice of when to trade this 
water has a substantial impact on the income 
achieved from the trade. 

Assuming the holder was able to sell the full 200 
ML and achieve a given monthly median price, this 
would earn $8,620 if sold in July or $19,000 if sold 
in January – a difference of $10,380 or just over 
100 per cent.

FIGURE 1. ALLOCATION TRADE VOLUMES AND PRICES, MAJOR VICTORIAN WATER 
ENTITLEMENTS, 2013-14

0

50,000

100,000

150,000

200,000

250,000

300,000

0

20

40

60

80

100

VIC Murray 7

VIC Murray 6

Goulburn 1A

VIC Murray 7

VIC Murray 6

 Goulburn 1A

JunMayAprMarFebJanDecNovOctSepAugJul

Median price

Volume traded

To
ta

l v
ol

um
e 

tr
ad

ed
 (M

L) M
edian price ($/M

L)

Source: Aither analysis based on Victorian Water Register data 2014. 
Note: Trade volumes include trades within the zone and out of the zone.



7

2.0   Allocation markets

2.1 Allocation trade 
activity and prices in 
2013-14

2.2 Allocation market 
performance

2.3 Allocation seasonal 
drivers in 2013-14

2.4 Water allocations to 
entitlement

2.5 Comparisons with 
previous years

WATER MARKETS REPORT | 2013-14 REVIEW AND 2014-15 OUTLOOK

2.1.2 NEW SOUTH WALES

In New South Wales there was an early peak in 
trade volumes in August (dominated by trade 
within the New South Wales Murrumbidgee), 
after which trade increased steadily to a peak in 
October before declining and remaining steady 
over summer and autumn. There was a moderate 
increase in trade volumes towards the end of 
the season (April and May); likely to be driven by 
demand for carryover and to complete trades 
before end of season cut offs. 

Median prices opened at a low of around $50 
to 60 per ML, before peaking at $85 per ML 
in January and declining towards the end of 
the year.4 

FIGURE 2. ALLOCATION TRADE VOLUMES AND PRICES, MAJOR NEW SOUTH WALES 
ENTITLEMENTS, 2013-14
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2.2 ALLOCATION MARKET 
PERFORMANCE

In an efficiently operating market, a single price 
should be achieved for the same good at any 
one point in time. In water allocation markets, 
price convergence should tend to occur within 
the same trading zone (but not necessarily to 
the same extent between connected zones 
due to timing and deliverability, and not 
between disconnected zones as these are 
different products).

An analysis of price dispersion in the Goulburn 
zone in 2013-14 (Figure 3) suggests the market 
in this trading zone is generally not operating at 
optimal efficiency, with a large spread of prices 
observed at any point in time. This is likely to be 
driven by a number of factors – including the 
accuracy and timing of price information, the 
absence of a single market clearing mechanism, 
and broader information asymmetry. 

FIGURE 3. ALLOCATION PRICE DISPERSION, GOULBURN 1A, 2013-14
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2.3 ALLOCATION 
SEASONAL DRIVERS IN 
2013-14

Climatic conditions are the main driver of 
seasonal allocation prices. Rainfall directly 
influences both irrigation water availability 
(supply) and crop water demands (demand).

2.3.1 RAINFALL

Overall the southern MDB saw average to above 
average rainfall for the year, as shown in Figure 
4. In contrast, the northern MDB saw lower than 
average rainfalls – with some areas receiving less 
than 60 per cent of average rainfall for the year.

A quarterly breakdown of rainfall in 2013-14 
(Figure 5) suggests lower than average rainfall in 
the southern MDB during the first two quarters 
(except in the key headwaters in the first quarter), 
and generally average to higher than average 
rainfall during the second two quarters. 

FIGURE 4. ANNUAL RAINFALL IN THE 
MURRAY-DARLING BASIN,  
2013-14

Source: Bureau of Meteorology 2014.

FIGURE 5. QUARTERLY RAINFALL IN THE 
MURRAY-DARLING BASIN,  
2013-14

Source: Bureau of Meteorology 2014.
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2.4 WATER ALLOCATIONS 
TO ENTITLEMENT

High start of season storage levels and average 
rainfall in key headwaters around the start of the 
year were reflected in allocations to entitlements 
for major southern MDB entitlements. With the 
exception of New South Wales Murrumbidgee (at 
95 per cent the entire year) all higher reliability 
water entitlements reached full allocations by 
October 2013 (Figure 6).

Allocations to lower reliability water entitlements 
were variable, ranging from 100 per cent 
allocation for New South Wales Murray General 
Security, to 0 per cent for Victorian Goulburn 
and Victorian Murray Low Reliability Water 
Shares. New South Wales Murrumbidgee 
General Security increased in gradual increments 
throughout the season, reaching a high of 63 per 
cent in mid-April 2014.

High allocation determinations translated into 
generally high volumes of allocation water 
available for use or trade throughout the year. The 
difference between total volume of entitlements 
on issue and total water allocated for the 2013-14 
year is shown in Figure 7. 

Across all water entitlements considered, 
approximately 6,245 GL of water was made 
available for use or trade within the season. This 
equates to approximately 81 per cent of the 
potential volume available for these entitlements.

FIGURE 6. WATER ALLOCATION LEVELS IN MAJOR SOUTHERN MURRAY-DARLING BASIN 
SYSTEMS, 2013-14
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FIGURE 7. TOTAL VOLUMES ON ISSUE AND ALLOCATED VOLUMES FOR MAJOR SOUTHERN 
MURRAY-DARLING BASIN WATER ENTITLEMENTS, 2013-14
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2.5 COMPARISONS WITH 
PREVIOUS YEARS

Compared with previous years, water allocation in 
2013-14 was slightly lower but broadly similar to 
the preceding three years (see Figure 8). The only 
notable reduction of available water was in New 
South Wales Murrumbidgee General Security. 
As shown below, close to 7,000 GL of water was 
available for use in major southern connected 
systems each year from 2010-11 to 2012-13.

Since the 2007-08 water year, allocation prices fell 
substantially until 2011-12 but have since risen 
considerably in the last two years (Figure 9). This 
reflects basic supply and demand principles – 
including the extent of drought in 2007-08, and 
the significance of flood conditions in 2010-11 
and 2011-12. 

Median allocation prices have been trending 
upwards slightly since 2011-12, reflecting slightly 
lower total water availability and a likely increase 
in demand associated with:

• increases in productive capacity in the 
recovery from the Millennium drought

• an increased reliance on water allocation 
markets amongst some irrigators; particularly 
those that sold entitlements to the 
Commonwealth and other environmental 
water holders. 

FIGURE 8. ALLOCATIONS TO ENTITLEMENTS FOR MAJOR SOUTHERN MURRAY-DARLING 
BASIN ENTITLEMENTS, 1998-99 TO 2013-14
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Source:  New South Wales and Victorian water registers 2014; and SA Water Connect 2014.

FIGURE 9. TOTAL WATER ALLOCATED AND ALLOCATION PRICES, MAJOR SOUTHERN 
MURRAY-DARLING BASIN SYSTEMS, 2007-08 TO 2013-14
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3.1 ENTITLEMENT TRADE 
ACTIVITY AND PRICES 
IN 2013-14

For the entitlement classes considered in this 
report, there was a total of 191 GL of trade in 
2013-14 (within zones). By volume, the most 
active zones were the Goulburn and New South 
Wales Murrumbidgee (Table 3).

TABLE 3. ENTITLEMENT TRADE VOLUMES AND PRICES, MAJOR SOUTHERN MURRAY-
DARLING BASIN ENTITLEMENTS, 2013-14

Entitlement location and class No. Volume (ML) Median ($/ML)

Goulburn 1A High 642 32,127 1,350

Goulburn 1A Low 224 11,030 185

Vic Murray 6 High 203 18,322 1,300

Vic Murray 6 Low 77 5,150 180

Vic Murray 7 High 605 26,287 1,400

Vic Murray 7 Low 108 7,211 200

NSW Murray High 49 9,004 1,600

NSW Murray General 84 17,079 780

NSW Murrumbidgee High 9 2,863 1,550

NSW Murrumbidgee General 66 61,652 800

Total 2,067 190,725 1,050

Source: Victorian and New South Wales Water Registers 2014. 
Note:  Price calculations exclude outlier prices.
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3.1.1 VICTORIA 

Entitlement trade in Victorian zones generally 
increased throughout the 2013-14 water year. 
Prices for low reliability water entitlements stayed 
relatively flat across the year – noting a small fall 
in the price of Vic Murray low reliability water 
shares in April 2014. Prices for high security water 
shares were more variable; however, remained 
broadly within a range of approximately $400 
across the year, and largely converged in March to 
June 2014. 

3.1.2 NEW SOUTH WALES

Total volume of entitlement trade in New South 
Wales zones was more variable than in Victoria. 
A large drop in trade volume was observed in 
January 2014 followed immediately by a peak 
in February 2014. Similar to Victorian zones, 
entitlement prices in New South Wales for general 
security water entitlements stayed relatively flat 
and clustered throughout the year. Prices for New 
South Wales high security water entitlements 
were more variable, with some substantial 
gaps due to misreported or absent prices for 
many trades. 

FIGURE 10. ENTITLEMENT TRADE VOLUMES AND PRICES, MAJOR VICTORIAN WATER 
ENTITLEMENTS, 2013-14
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FIGURE 11. ENTITLEMENT VOLUMES AND PRICES, MAJOR NEW SOUTH WALES WATER 
PRODUCTS, 2013-14
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3.2 ENTITLEMENT MARKET 
PERFORMANCE

Similar to allocation markets, an efficiently 
operating entitlement market would exhibit a 
single price achieved for the same product at 
a given point in time. As is shown for Goulburn 
high reliability water shares in Figure 12, this 
is not the case, with as much as $1,000 per ML 
variation in prices achieved at a given point in 
time. This is likely to be driven by a number of 
factors – including the accuracy and timing of 
price information, the absence of a single market 
clearing mechanism, and broader information 
asymmetry. The figure below also demonstrates 
the prevalence of misreporting of prices.

FIGURE 12. GOULBURN 1A HIGH RELIABILITY WATER SHARE PRICE DISPERSION, 2013-14
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Source: Aither analysis based on Victorian Water Register data 2014. 
Notes:  Includes all outlier prices, only includes trades within the zone.
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3.3 ENTITLEMENT MARKET 
SIZE, LIQUIDITY AND 
YIELD

3.3.1 MARKET SIZE

A substantial proportion of the capital value, and 
the size of the market (by volume and value), is 
contained in the southern connected MDB. As 
is shown in Table 4, entitlement assets in major 
southern systems have an estimated combined 
value of over $7 billion based on  
2013-14 average prices.

3.3.2 MARKET LIQUIDITY

The combined value of market turnover for these 
entitlements in 2013-14 was around $275 million. 
Liquidity (annual turnover over market size) 
amongst these products varied from1 per cent to 
11 per cent.

TABLE 4. ENTITLEMENTS ON ISSUE, PRICES AND ESTIMATES OF VALUE, MAJOR 
SOUTHERN MURRAY-DARLING BASIN ENTITLEMENT CLASSES, 2013-14

Entitlement Entitlement on issue (ML) Price (VWAP) Market size

Goulburn High 1,025,487 $1,367 $1,402m

Goulburn Low 449,008 $189 $85m

Vic Murray High 1,218,620 $1,347 $1,641m

Vic Murray Low 306,140 $190 $58m

NSW Murray High 199,216 $1,695 $338m

NSW Murray General 1,746,323 $785 $1,365m

NSW Murrumbidgee High 380,729 $1,608 $612m

NSW Murrumbidgee General 1,891,751 $816 $1,543m

Source:  Aither analysis based on Victorian and New South Wales water registers 2014. 
Notes:  Excludes inter-zone and interstate trades. Excludes trades within irrigation corporations. Calculation of price data excludes 

outlier trades. Includes entitlements held by the environment.

TABLE 5. ENTITLEMENT MARKET TURNOVER AND LIQUIDITY, MAJOR SOUTHERN 
MURRAY-DARLING BASIN ENTITLEMENT CLASSES, 2013-14

Entitlements # transfers Vol. transferred Turnover value Liquidity

Goulburn High 818 43,015 $59m 6%

Goulburn Low 322 15,158 $3m 6%

Vic Murray High 992 55,386 $75m 7%

Vic Murray Low 248 15,291 $3m 9%

NSW Murray High 85 19,647 $33m 11%

NSW Murray General 158 32,520 $25m 3%

NSW Murrumbidgee High 18 4,641 $7m 1%

NSW Murrumbidgee General 102 84,319 $69m 5%

Source: Aither analysis based on Victorian and New South Wales water registers 2014. 
Notes: Goulburn only includes zone 1A, Vic Murray combines above and below choke zones, and table excludes New South Wales 

irrigation corporation trades. Liquidity is defined as value of turnover (VWAP multiplied by the total volume transferred) 
over the market size (VWAP multiplied by entitlement on issue). Liquidity calculations exclude environmental entitlements 
from the size of the market, based on known entitlements held at the end of the 2012-13 water year.
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3.3.3 MARKET YIELD

Entitlements can deliver a financial yield to 
their holders in a similar way to shareholders 
in companies receiving annual dividends. The 
yield for entitlements can be determined by 
comparing the value of the entitlement class, 
with the total value (price multiplied by volume) 
of the allocations made to it. Allocation prices 
vary throughout the year so yields depend on 
prices achieved in the market for allocation water. 
Alternatively, entitlement lease arrangements 
may also put in place and may obtain higher 
yields than simply through selling allocations. 
For illustrative purposes, annual average yields 
can be calculated based on the annual volume 
weighted average price. These have been 
compared to a higher than average market 
performance, by taking the highest monthly 
median price observed for the year.

Based on the approach outlined above, estimated 
annual average yields in 2013-14 ranged from 
4 to 8 per cent for those entitlement classes 
that received allocations. Based on achieving 
the highest monthly median allocation price, 
yields ranged from 5 to 11 per cent. A number 
of entitlements achieved no return given no 
allocations were made against them, although 
these products have value for other reasons 
(including providing access to carryover).

TABLE 6. YIELDS TO MAJOR SOUTHERN MDB ENTITLEMENTS, ANNUAL AND MONTHLY 
HIGH 2013-14

Entitlement Yield (average annual) Yield (highest month)

Goulburn 1A High 5% 7%

Goulburn 1A Low 0% 0%

Vic Murray 6 High 6% 7%

Vic Murray 6 Low 0% 0%

Vic Murray 7 High 5% 7%

Vic Murray 7 Low 0% 0%

NSW Murray High 4% 5%

NSW Murray General 8% 11%

NSW Murrumbidgee High 4% 5%

NSW Murrumbidgee General 5% 7%

Source: Victorian and New South Wales water registers 2014. 
Notes: Calculations based on annual median allocation price for the relevant trade zone, and the highest monthly median price for 

the relevant zone. Yields are gross figures and do not include any fees or other costs associated with holding entitlements 
or trading allocations.

Box 2: Importance of allocation sales timing to optimise yields 

In the same way that timing of allocation sales substantially impacts on returns to individuals, it impacts on yields 
to investors.

The Victorian Murray experienced the greatest variation in allocation prices (within the zone) in 2013-14. The 
lowest monthly median was $40 per ML and the highest $92 per ML – an increase of 130 per cent. Depending on 
whether the holder achieved the monthly low or monthly high allocation price, and was able to sell the entire 
volume allocated to the entitlement, the gross yield returned for the year could vary from between 3 per cent to  
7 per cent. 
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3.4 COMPARISONS WITH 
PREVIOUS YEARS

Entitlement prices in 2013-14 were relatively 
similar to that observed in 2012-13, however, 
prior to 2012-13 there has been a general overall 
decline in entitlement prices since peaks in 
2008-09 and 2009-10 (Figure 13). Importantly, 
in 2008-09 drought conditions were present 
and from 2007-08 to 2009-10 and there was 
substantial Commonwealth Government activity 
in the market.

In theory, capital value of entitlements should 
not be overly influenced by the announced 
allocation level in a given year – value should 
reflect the long-term average annual yields 
to different entitlements and the benefits this 
provides. However, prices for entitlements 
have varied substantially – including to an 
extent with annual water availability factors 
(relatively higher prices in drought years and 
declines thereafter). This may reflect the relative 
immaturity of the entitlement market, a lack of 
understanding of entitlement characteristics and 
long-term yields, commodity market conditions, 
and a degree of market learning amongst 
participants. In addition, the Commonwealth 
Government demand for water is likely to have 
influenced prices.

FIGURE 13. ENTITLEMENT PRICES FOR MAJOR SOUTHERN MURRAY-DARLING BASIN 
PRODUCTS, 2007-08 TO 2013-14
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In terms of yields, there has similarly been 
substantial variation since 2007-08. Yields have 
generally been highest in drought years and 
lowest in years of high water availability. With 
low entitlement values and increasing allocation 
prices, yields have improved in 2012-13 and  
2013-14 (Figure 14).

FIGURE 14. YIELDS TO MAJOR SOUTHERN MURRAY-DARLING BASIN ENTITLEMENTS,  
2007-08 TO 2013-14
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20

4.0
EARLY RESULTS 
AND OUTLOOK 
FOR 2014-15
4.1 Water availability

4.2 Allocation markets

4.3 Entitlement markets

4.4 Summary



21

4.0  Early results and outlook 

4.1 Water availability

4.2 Allocation markets

4.3 Entitlement markets

4.4 Summary

WATER MARKETS REPORT | 2013-14 REVIEW AND 2014-15 OUTLOOK

This section summarises early results and forecast 
conditions for water availability, and summarises 
initial results in allocation and entitlement 
markets for 2014-15.

4.1 WATER AVAILABILITY

Water availability is a key driver of prices and 
activity in water markets. Early results and 
outlooks for 2014-15 suggest similar allocations 
to 2013-14 but potentially lower rainfall and 
increased temperature, which may result in 
more limited additional allocations, higher trade 
activity and prices. Climatic conditions over 
the summer months are now likely to have the 
biggest influence on trading activity, based on 
their impact on crop water demands. 

4.1.1 ALLOCATION 
DETERMINATIONS

As 1 September 2014, all Victorian water 
entitlement products discussed in this report 
have the same or higher allocations than the 
same point in 2013-14 (Table 7 below). However, 
in New South Wales, general security entitlement 
holders in both the Murray and Murrumbidgee 
systems have lower allocations than at the same 
time in 2013-14.

TABLE 7. SEASONAL DETERMINATIONS, 2013-14 AND 2014-15

Product September 2013 September 2014

Goulburn 1A High 100% 100%

Goulburn 1A Low 0% 0%

Vic Murray High 66% 96%

Vic Murray Low 0% 0%

NSW Murray High 97% 97%

NSW Murray General 79% 20%

NSW Murrumbidgee High 95% 97%

NSW Murrumbidgee General 28% 21%

SA Murray 100% 100%

Source:  Victorian and New South Wales water registers 2014. 
Note: Information current as at 1 September 2014.
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4.1.2 RAINFALL

The Bureau of Meteorology (the Bureau) is 
forecasting a less than 40 per cent chance that 
southern and central New South Wales and 
central parts of Victoria will receive above median 
rainfall for September and November (Figure 15). 
This suggests early season rainfall in 2014-15 
could be lower than that experienced in 2013-14.

4.1.3 EL NIÑO

In July 2014 the Bureau predicted there was at 
least a 70 per cent chance of an El Niño event 
developing in the spring of 2014. More recently 
this prediction eased; as of the end of August 
2014, the Bureau’s ENSO tracker was suggesting a 
50 per cent chance of El Niño developing in 2014.

El Niño events are characterised by drier and 
warmer than average winter and spring seasons 
across southern Australia, and if strong and 
protracted, can have potential impacts on water 
availability and hence outcomes in water markets. 

FIGURE 15. RAINFALL OUTLOOK SOUTH EASTERN AUSTRALIA, SEPTEMBER TO NOVEMBER 
2014

Source: Bureau of Meteorology 2014.
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4.2 ALLOCATION MARKETS

Allocation markets in 2014-15 have generally 
opened with higher prices than in 2013-14, but 
with substantial variations in volumes traded in 
some cases (Table 8).

Allocation prices have continued to strengthen in 
2014-15, increasing by around $10 per ML for all 
zones from July to August, with a marked increase 
in the total volume of trade for July and August 
compared to 2013-14 (Figure 16). 

TABLE 8. OPENING SEASON TRADE, MAJOR SOUTHERN MURRAY-DARLING BASIN ZONES, 
2013-14 AND 2014-15

Product

July 2013-14 July 2014-15

Volume (ML) Median ($/ML) Volume (ML) Median ($/ML)

Goulburn 1A 32,000 46 1,290 85

Vic Murray 6 100 43 280 85

Vic Murray 7 904 40 4,718 85

NSW Murray 3,481 60 4,557 82.5

NSW Murrumbidgee 689 50 2,520 70

Source: Victorian and New South Wales water registers 2014. 
Note: Includes within zone trades only, prices calculated exclude outliers.

FIGURE 16. ALLOCATION TRADE VOLUMES AND PRICES, 2013-14 AND 2014-15
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Price dispersion in the Goulburn zone as at the 
end of August 2014 appears to suggest greater 
uncertainty regarding the value of allocation 
water at the start of the season. As shown in 
Figure 17, greater variation exists in early season 
prices in 2014-15 than for the same period in 
2013-14 (and many previous years).

Over the longer-term, a year on year upwards 
trend is evident for allocation prices in the 
Goulburn, and 2014-15 start of season prices 
are the highest achieved since the beginning of 
2009-10 (Figure 17).

FIGURE 17. ALLOCATION PRICE DISPERSION AND TREND, GOULBURN 1A, 2010-11 TO 2014-15
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Notes: Includes trades executed from 8 July 2010 to 5 September 2014. Only includes trades within the zone. Scale has been cut at 

$125 to improve legibility and hence does not display extremely high outlier prices.
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4.3 ENTITLEMENT 
MARKETS

Initial results for entitlement markets in  
2014-15 potentially suggest some movement in 
values. While registration data lags (sometimes 
substantially) behind prices being agreed in 
the market, and there are limited numbers 
of entitlement transactions in a given month 
for some products, overall there is generally a 
positive change in prices for trades registered 
from July to August 2014-15. Based on data for 
July, yields remain similar to 2013-14.

Price dispersion for Goulburn high reliability 
water shares as at the end of August 2014 reflects 
the relatively modest change in prices in that 
zone, and similar price variation as throughout 
2013-14 (Figure 18). 

TABLE 9. ENTITLEMENT PRICES AND YIELDS, 2014-15

Product July ($/ML) August ($/ML) Change Yield

Goulburn 1A High $1,512.72 $1,432.99 -5% 6%

Goulburn 1A Low $187.72 $211.56 13% 0%

Vic Murray 6 High $1,284.24 $1,354.19 5% 6%

Vic Murray 6 Low $177.45 $250.00 41% 0%

Vic Murray 7 High $1,486.11 $1,475.60 -1% 5%

Vic Murray 7 Low $195.19 $228.26 17% 0%

NSW Murray High $1,674.00 $1,761.46 5% 5%

NSW Murray General $769.50 $894.83 16% 2%

NSW Murrumbidgee High no data $1,990.00 n/a 3%

NSW Murrumbidgee General $989.27 $914.67 -8% 2%

Source: Victorian and New South Wales water registers 2014. 
Notes: Prices are volume weighted averages, and yields are based on July entitlement and allocation prices for the relevant zone 

(except New South Wales Murrumbidgee High, which is based on August data).

FIGURE 18. GOULBURN 1A HIGH RELIABILITY WATER SHARE PRICE DISPERSION, 2013-14 
AND 2014-15
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4.4 SUMMARY

While 2014-15 has opened with similar allocations to 2013-14, there appears to have been an expectation 
in the market of potentially lower water availability for the year, reflected in higher opening allocation 
prices and total trade volumes. This may have been driven by early predictions from the Bureau regarding 
the probability of an El Niño event materialising in 2014-15, by commodity market conditions, and by the 
overall increased reliance on water allocation markets amongst irrigators.

Other indicators of water availability suggest 2014-15 may experience slightly lower levels of water than 
in 2013-14, so we may continue to see allocation prices trending higher overall. If an El Niño event does 
materialise, this trend could be amplified. Depending on any within-season changes in water availability 
or other drivers, we may continue to see seasonal trade patterns and price movements similar to 
previous years.

At this stage the data appears to suggest little substantive change in entitlement values overall. However, 
given the delay in entitlement trade registrations data for July and August 2014, this is not likely to 
represent the current state of the market. Aither’s market intelligence suggests that entitlement prices 
are rebounding, including off the back of recent good returns in certain sectors, and Aither expects 
that data to support this will begin appearing on state registers later in the water year. Additionally, 
with the potential for higher allocation prices in 2014-15, we may see an associated increase in yields 
to entitlements.

SOURCES 

Bureau of Meteorology 2014, available at www.bom.gov.au

New South Wales Water Register, available at www.water.nsw.gov.au/Water-licensing/NSW-Water-
Register/NSW-Water-Register

South Australia Water Connect, available at www.waterconnect.sa.gov.au/Pages/Home.aspx

Victorian Water Register, available at waterregister.vic.gov.au

Aither’s market 
intelligence suggests 
that entitlement 
prices are rebounding

http://www.bom.gov.au/
http://www.water.nsw.gov.au/Water-licensing/NSW-Water-Register/NSW-Water-Register
http://www.water.nsw.gov.au/Water-licensing/NSW-Water-Register/NSW-Water-Register
https://www.waterconnect.sa.gov.au/Pages/Home.aspx
http://waterregister.vic.gov.au/
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Australia’s water markets comprise of two distinct 
but related markets – the entitlement market, and 
the allocation market. There is no single national 
market for these products, but rather a number of 
individual separate markets. Where hydrological 
connectivity exists, such as in the southern 
connected Murray-Darling Basin, trade between 
these markets is possible.

• Water entitlements are ongoing rights to 
receive a share of available water resources in 
a consumptive pool. They are analogous to a 
land property right, are generally secure and 
mortgageable in the same way, and have 
substantial value. Each catchment typically 
has a small number of entitlement ‘classes’, 
and generally all entitlements within a given 
class are homogenous.

• Water allocations are the volumes of water 
allocated to water entitlement holders 
during the water year (1 July to 30 June). 
They are a physical good analogous to a 
commodity, and are extracted from water 
courses and applied as inputs to production 
or the environment. Their value per unit 
varies within, and between years.

THE ALLOCATION MARKET

PURPOSE, USE AND OPERATION

The allocation market provides the ability to trade physical water between parties for use, further trade, 
or carry over. Allocation trade can generally only occur between parties that are hydrologically connected 
such that water can be delivered between them (or substituted by other water from a shared storage). 

The water allocation market is mainly used by irrigated agricultural producers (including rice, dairy, 
horticulture, cotton and others), and environmental water managers. Producers use the market to 
sell water excess to requirements, or buy additional water in during dry periods or when temporarily 
expanding production. Environmental water holders may similarly buy or sell when they have short term 
surpluses or deficits.

State government regulators determine annual allocations based on entitlement characteristics (which 
determine priority and how much water is allocated to individuals), and market rules to manage issues 
such as connectivity between systems and transmission losses. State government, either directly or via 
their water utilities, play a key role in facilitating allocation trade, including ensuring compliance with 
rules and regulations, and by approving and processing trades. Parties seeking to trade allocations may 
utilise intermediaries such as privately-owned water brokers or cooperatively-owned pool exchanges.

KEY DRIVERS OF MARKET OUTCOMES

The amount of water allocated to entitlement holders each year is a key driver of allocation market 
outcomes (including prices and volumes traded), because it strongly influences the total amount of 
water available for use or trade. When allocations are low, water is scarce and prices are high, and the 
opposite is true when allocations are high. Allocation levels reflect broader water availability, including 
rainfall and inflows in relevant catchments, and volumes held in storages. Other key drivers in allocation 
markets include conditions in markets for irrigated agricultural products, and conditions in substitute 
input markets.

APPENDIX A –  
ABOUT AUSTRALIA’S WATER MARKETS
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THE ENTITLEMENT MARKET

PURPOSE, USE AND OPERATION

An entitlement specifies an annual volumetric share of available resources in a given catchment or water 
system, which the holder will receive as water allocations, subject to rainfall, inflows water held in storage 
and other factors. The entitlement market enables the trade in the ongoing right to receive these water 
allocations. Entitlements can be held by virtually any party in any location, but water use is tied to site-
specific regulatory controls, and inter valley or interstate trade is contingent upon hydrologic connectivity 
and other factors. The nature of entitlements differs significantly between those catchments with large 
amounts of water storage infrastructure (called ‘regulated’ systems) and those without (‘unregulated’ 
systems). Most entitlements within the Murray-Darling Basin are regulated. 

The entitlement market is also largely used by irrigated agricultural producers, but is increasingly being used by 
investors, water utilities (including urban suppliers) and environmental water holders. These users use the market to 
modify their long term arrangements for facilitating production, or meeting environmental requirements or urban 
demand. Trade in entitlement is often also driven by the need to manage risk associated with securing supply, and 
may also occur due to changes in business strategy or structure (such as retiring debt).

Similar to the allocation market, state government agencies govern the operation of the entitlement market, 
including rules and regulations regarding how and where trade can occur. Depending on the jurisdiction, 
other agencies (such as land titles or property registration agencies) will be involved, given entitlements 
nature as a secure property right. Third parties (such as brokers and conveyancers) often play a role in 
facilitating entitlement trade.

KEY DRIVERS OF MARKET OUTCOMES

The value (and price) of water entitlements is largely determined by their reliability characteristics, which 
differ between each entitlement class. Higher reliability entitlements provide greater water allocations over 
the long-term, and more consistently provide water allocations each year. Generally these two characteristics 
are linked. Entitlements with a high reliability will typically be priced highly. This reflects both their increased 
allocations and the premium placed on water supply security by industries such as horticulture that cannot 
afford to experience high variability in supply. In investment terms, entitlement reliability directly influences 
the likelihood that yields can be achieved in the short and long term. 

Trade in entitlements is related to longer term production decisions and the characteristics of different irrigated 
agricultural enterprises, including their tolerance for risk. Producers who may be expanding or contracting 
production drive market activity, as do investors or larger scale enterprises that may hold entitlements and 
facilitate new models of irrigation farming based on trading annual allocations rather than holding entitlements. 
Purchases of water on behalf of the environment have also driven market activity in recent years.
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Aither is an economics, policy and strategic 
advisory firm committed to delivering value and 
results for our clients. With specialist expertise and 
experience that extends across multiple disciplines 
and sectors, we translate our leading thinking into 
practical advice, empowering our clients to make 
better decisions about the issues that matter.

Aither’s team are water market experts. Over 
the last decade, we have worked closely with 
government and industry on the design, 
implementation and analysis of Australia’s 
water markets. We understand the real risks and 
opportunities and provide an independent and 
credible voice. 

Our specialist water markets services include:

• policy development and analysis

• water trading strategies

• portfolio management advice

• transactional due diligence
• quantitative economic modelling of 

entitlement values

• assessments of regulatory risks and opportunities

• assessments of drivers and trends in water markets.

A feature of our approach is our use of bespoke 
water market modelling tools which we have 
developed to inform both policy and investment. 

We are keen to discuss your water trading 
strategies and assist you in managing risks and 
making the most of current opportunities.

Chris Olszak  

Director

0425 707 170 

chris.olszak@aither.com.au

Will Fargher    

Director

0402 336 614 

will.fargher@aither.com.au
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ENDNOTES

1 While water trade is possible and occurs in many 

areas throughout Australia, the vast majority 

of trade by volume and value occurs in the 

southern connected Murray-Darling Basin. Some 

of this trade also occurs within private irrigation 

districts, for which detailed data is not generally 

freely publically available. 

2 These zones typically make up around 40 to 

50 per cent of Australia’s (and the MDB’s) total 

volume of allocation trade in a given year (when 

trades within New South Wales irrigation corpo-

rations are included, the figure is around 25 to 35 

per cent if excluding the irrigation corporations).

3 The large peak of trade volume observed in 

October 2013 is potentially the result of environ-

mental water transfers. 

4 The very low prices in June reflect a lack of data 

for both New South Wales Murray and Murrum-

bidgee due to data cleansing, and the impact 

of end of season cut off dates for trade between 

certain zones which results in very low trade 

activity in June.

DISCLAIMER
This document has been prepared in good faith 
on the basis of information available at the 
date of publication without any independent 
verification. Aither does not guarantee or warrant 
the accuracy, reliability, completeness or currency 
of the information in this publication, nor its 
usefulness in achieving any purpose. Readers 
are responsible for assessing the relevance and 
accuracy of the content of this publication. Aither 
will not be liable for any loss, damage, cost or 
expense incurred or arising by reason of any 
person using or relying on information in this 
publication.
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