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Volume of farm production, 2006–07 to 2020–21f

Matthew Howden, Rohan Nelson and Andrew Cameron

Recovery from drought dominates COVID-19 impacts

While the COVID-19 pandemic has and will continue to present
challenges for Australia's agricultural sector, the recovery from
drought dominates the outlook for 2020–21. Farm production is
forecast to rebound in 2020–21, after one of the worst droughts in
over 100 years (in terms of rainfall). This follows 3 consecutive years
of contraction in output. Despite a resurgence in production, the gross
value of farm production is forecast to increase by only 1% to
$61 billion in 2020–21 as a result of falling prices.

In 2019–20 the gross value of farm production is estimated to be
$60 billion. This is an upward revision of almost $1.3 billion since the
March edition of Agricultural commodities and is driven by a
$1.5 billion increase in the estimated value of livestock production. An
improvement in seasonal conditions across much of eastern Australia
in early 2020 saw restocker competition return to saleyards, and meat
prices rise. This coincided with continued strong export demand,
driven by the effects of African swine fever across Asia, particularly in
China.
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f ABARES forecast.
Note: Chain volume measures.
Sources: ABARES; ABS

Prices to fall because of weaker demand and production
increases
A global recession in the wake of COVID-19 is expected to result in
reduced demand and lower world prices for many agricultural
commodities in 2020–21. For Australia, this will be compounded by
domestic grain prices falling back to export parity—and fodder crop
prices falling—as the effects of drought subside. Price falls are
expected in most grains, oilseeds, pulses, fibres, fodder and milk.
Partially offsetting these falls are modest forecast price rises for red
meat, due primarily to African swine fever-induced demand. The
global pace of recovery from the pandemic is uncertain, and a
prolonged slow recovery would result in prices lower than those
forecast in this edition of Agricultural commodities.
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Forecast price changes for selected commodities in 2020–21
Wheat, Adelaide

-15%

Canola, Melbourne

-10%

Feed barley, Geelong
Sugar

-9%

-22%

Farmgate milk

-9%

Cotton, gin-gate return

-5%

Wool, EMI

Saleyard cattle

Saleyard mutton

f ABARES forecast.
Source: ABARES

-17%
4%

1%

f ABARES forecast.
Sources: ABARES; ABS

Seasonal conditions are generally favourable in major crop-producing
countries, leading to record or near record production forecasts for
staples such as barley, corn, rice, soybeans and wheat in 2020. Higher
production of these crops will drive prices lower but will also lead to
increased food affordability and security. This differs from other major
economic shocks such as the Asian financial crisis of 1997 and the
2009 recession, where prices for staples were already at high levels,
which exacerbated the effects of recession in many countries.
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World indicator prices, selected crops, 1991–92 to 2020–21

Return of export parity prices for crops

In Australia, crop prices are expected to fall by 9% in 2020–21 as
production increases and stocks begin to recover. Feed grain demand
has already subsided due to improved seasonal conditions and pasture
growth. As domestic demand weakens, Australia will return to an
export orientation for crops and grain prices are forecast to fall to
parity with world prices in Australian dollar terms. However, this is
expected to be offset by a 26% increase in production, pushing the
value of crop production up 15% in 2020–21 to $30.8 billion.

Domestic grain prices rose above world grain prices during Australia's
drought. This was due to the costs of importing grain, which include
transport costs and the costs of meeting Australia's rigorous
biosecurity protocols. The domestic wheat price is forecast to fall
around 15% compared with a largely unchanged world price, and
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domestic barley prices are forecast to fall around 9% compared with a
world price down just 3%.

Domestic and international prices of grain in Australia dollars,
2009–10 to 2020–21

area after several years of drought. Wheat is expected to make the
largest contribution to increased crop production. Production of
barley, canola and pulses are also expected to increase.

Gross value of production by sector, 2010–11 to 2020–21

f ABARES forecast.
Sources: ABARES; ABS
f ABARES forecast.
Note: World wheat price is US no. 2 hard red winter wheat, Australian price is APW, fob
Port Adelaide. World barley price is France feed barley, fob Rouen, Australian price is Feed
barley, fob Geelong.
Sources: ABARES; IGC; Jumbuk Ag

Surge in crop production to offset herd rebuilding in
Australia

Favourable climate conditions during autumn 2020 have improved
prospects for the 2020–21 winter cropping season. Farm production is
expected to be 7% higher in 2020–21 compared with the droughtaffected production in 2019–20. Improved seasonal conditions
encouraged farmers to increase the area planted to winter crops
nationally by 23%, with increases of over 90% in New South Wales
and Queensland. These strong increases reflect the low base of crop
3

Improved seasonal conditions and pasture growth to June 2020 have
already reduced feed costs. A continuation of improved seasonal
conditions into 2020–21 is expected to support herd and flock
rebuilding and reduce livestock slaughter. Cattle and sheep slaughter
are both forecast to fall significantly in 2020–21. In contrast, continued
strong demand for lamb is expected to result in slaughter increasing
by 4% in 2020–21.

Exports to fall despite grain production rebound

In 2020–21 the value of farm exports is forecast to fall by around
$2.7 billion to $44.4 billion. A significant increase in crop export
volumes will not be enough to offset a 12% fall in livestock exports,
with lower prices for both categories. Slaughter numbers, and
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therefore exports, are forecast to fall sharply because graziers are
looking to rebuild herds and flocks. Meat and live animal exports are
forecast to fall by $3.5 billion in 2020–21.

In addition to animal restocking, Australia's domestic grain
inventories are also forecast to rebuild. Over 4 million tonnes of the
2020–21 grain harvest (valued at over $1 billion) is expected to be
retained to rebuild domestic stocks, accounting for almost half the fall
in total export value. The composition of Australia's agricultural
exports also differs from domestic production. The inclusion of valueadded products, such as meat, dairy-based products and wine, can lead
to differing performance between production and exports.
In 2019–20 the value of farm exports is expected to exceed $47 billion,
3% lower than in 2018–19. Exports of livestock and livestock products
were valued at $26.6 billion in 2019–20, of which exports of meat and
live animals contributed over $17 billion, a record high. Crop exports
were valued at just over $20 billion, reflecting constrained production
because of the drought.

Value of agricultural exports by sector, 2010–11 to 2020–21

f ABARES forecast.
Sources: ABARES; ABS

Agricultural supply chains adapt to COVID-19

With some significant exceptions, rapid and comprehensive action has
meant that COVID-19 has not had a severe impact on most of
Australia's agricultural industries. This has limited the amount of
adaptation required.

The first impact of COVID-19 on Australia's agricultural value chains
was from panic buying. As expected, panic buying at the start of the
pandemic proved to be a short-term shift in the timing of purchasing.
Retail purchasing has since fallen below seasonal norms as household
stockpiles have been consumed.

The next most significant impact of COVID-19 on agricultural value
chains came from the measures introduced to slow the spread of the
disease. Specialist horticultural, wine and other businesses tailoring
production toward restaurants and the food services industries have
been significantly impacted. The lockdowns shifted consumption from
4
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higher value products sold in restaurants and food services toward
lower-value staples consumed at home. Industries like horticulture
and wine are also labour intensive, and so have been most affected by
the additional costs of introducing social distancing. In broadacre
agriculture, the wool industry has also been affected by social
distancing for shearers, while the meat processing and live animal
export industries have been affected by a small number of abattoir and
shipping outbreaks.

Demand for Australian exports of food staples has remained steady.
The demand for food staples is likely to be less affected by COVID-19
related falls in incomes (see the Economic overview).

Higher value exports have been impacted. Lockdowns in Australia's
export markets have shifted consumption from products destined for
restaurants and the food services industries to products purchased in
supermarkets and consumed at home. Seafood has been the most
affected industry, along with wine, horticulture, and some higher value
livestock and dairy products. The Australian Government has
responded with financial assistance to facilitate airfreight to
alternative markets.

Global lockdowns that abruptly curtailed retail clothing sales
significantly impacted the demand for Australia's wool exports. Wool
exports were also affected by measures to contain the spread of
COVID-19 in the yarn, textile and clothing manufacturing industries in
importing nations such as China. Wool has also been affected by low
oil and synthetic fibre prices and an income-related fall in demand for
high-value clothing. Australia's cotton industry would also have been
significantly affected had the 2019–20 crop not been dramatically
reduced by drought.
5

However, in general, industry adaptation both in Australia and abroad
has reduced the impact of COVID-19 on Australia's agricultural
industries (see box). For example, the producers of high-value foods
and wine have dramatically expanded online pathways for marketing
directly to households. Labour-intensive industries have adapted to
social distancing requirements to continue operations, albeit with
additional costs and reduced productivity. Lockdown effects on
agricultural and veterinary supply chains to Australia proved short
term, with minimal additional disruptions to supply beyond the effects
of drought.

Farmers' terms of trade to remain unchanged

The farmers' terms of trade index is the ratio of prices paid by farmers
for inputs into agricultural production relative to those received for
their produce. In 2020–21 it is assumed to remain unchanged, as
prices received and prices paid are assumed to both fall by 5%. The
farmers' terms of trade index has been increasing since 2017–18,
driven by high prices received for livestock and livestock products.

In 2020–21 prices received are expected to be lower, reflecting lower
prices for some crops and livestock products. Lower prices received
are expected to be offset by falls in prices paid, which have been
driven by lower prices for fuel, fodder and seed.

Adapting to COVID-19

The degree of adaptation required to cope with COVID-19 varies
from industry to industry based on the magnitude of its impacts and
the degree to which these are predictable. Pelling (2010) described
3 levels of adaptation that may be required for industries to be
resilient to the impacts of change.
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For impacts that are reasonably predictable or small, only minor
adaptation may be needed to cope with them. Examples include a
fall in the price of a commodity that shifts production to
alternatives.

Adaptation by Australia's agricultural industries to COVID-19

Impacts that are less predictable or more significant may need
adaptation that pushes existing ways of doing things close to their
limits (transitional adaptation). The multiple ways that Australian
farming business survive prolonged drought is an example.

Impacts that are deeply uncertain or overwhelming may require
entirely new ways of doing things (transformational adaptation).
Examples include the invention of synthetic fibres during World
War II and transformation of Australian agriculture from wool to
crop production.

Effective containment strategies have meant that most of the
adaptation taking place to COVID-19 in Australian agriculture has
been relatively minor 'coping'—well within the existing limits of
current businesses and industries. Because containment has been
effective, Australia's agricultural businesses have mostly had to
adapt to the effects of containment measures rather than the effects
of the virus itself. This means that adaptation has only tended to be
transitional or transformational at points in agricultural value
chains that involve a concentration of staff or customers.

6

References
Pelling, M 2010, Adaptation to Climate Change: From Resilience to
Transformation, Routledge, London.

ABARES Agricultural Commodities vol. 10 no.2, June quarter 2020

Agricultural overview

Major Australian agricultural commodity exports

a All commodity prices are expressed as export unit returns in A$. b Greasy wool.
f ABARES forecast.
Note: Export unit returns are obtained by dividing the value and quantity of the
commodity exported.
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Major indicators of Australia's agriculture, fisheries and forestry sectors

Category
Exchange rate
Australian export unit returns a
Agriculture
Value of exports
Agriculture
crops
livestock
Fisheries products
Forestry products
Total agriculture, fisheries and forestry exports
Gross value of production b
Farm
crops
livestock
Fisheries
Forestry c
Total farm, fisheries and forestry products
Volume of farm production d
crops
livestock
Production area and livestock numbers
Crop area (grains, oilseeds and pulses)
Sheep
Cattle
Costs and returns
Farm costs
Net farm cash income e
Net value of farm production g
Farmers’ terms of trade h
Employment
Agriculture, forestry and fishing
Australia

unit

2015–16

2016–17

2017–18

2018–19

2019–20 f

2020-21 f

A$/US$

0.73

0.75

0.78

0.72

0.67

0.66

% change
– 0.6

index

100.0

100.2

102.9

112.5

117.0

111.5

– 4.7

A$m
A$m
A$m

44,635
22,421
22,213

48,746
27,796
20,949

48,803
24,953
23,850

48,601
22,787
25,814

47,071
20,422
26,649

44,366
21,206
23,161

– 5.7
3.8
– 13.1

A$m

1,542

1,435

1,575

1,530

1,320

1,689

28.0

A$m
A$m

3,116
49,293

3,460
53,641

3,605
53,984

3,924
54,055

4,000
52,391

4,058
50,114

1.5
– 4.3

A$m

56,554

61,647

59,581

61,109

60,307

61,149

1.4

A$m
A$m
A$m
A$m

27,791
28,763
3,020
2,270

33,547
28,099
3,058
2,571

29,855
29,726
3,178
2,677

30,061
31,048
3,104
2,765

26,737
33,570
2,654
2,786

30,828
30,321
3,309
2,857

15.3
– 9.7
24.7
2.5

A$m
index
index

61,844
118.7
123.9

67,275
129.4
156.2

65,436
123.1
135.6

66,978
114.0
116.1

65,747
108.6
106.9

67,315
115.9
135.0

2.4
6.7
26.3

index

112.2

104.6

110.1

110.1

108.1

99.1

– 8.4

’000 ha

21,337

24,373

23,144

20,865

18,611

23,453

26.0

million
million

67.5
25.0

72.1
26.2

70.6
26.4

65.8
24.7

62.7
23.4

62.6
23.8

– 0.2
1.8

A$m

47,378

49,911

49,227

51,435

49,258

49,248

– 0.0

A$m
A$m

19,178
9,175

22,113
11,735

20,431
10,354

19,957
9,674

21,537
11,049

22,599
11,900

4.9
7.7

index

94.2

96.6

93.4

94.3

100.0

99.8

– 0.2

’000
321
304
329
334
na
na
na
’000
11,898
12,075
12,446
12,750
na
na
na
a Base: 2015–16 = 100. b For a definition of the gross value of farm production see Table 13. c Estimated gross value of logs delivered to mill door (or wharf gate). d Chain-weighted basis using
Fisher’s ideal index with a reference year of 1997–98 = 100. e Gross value of farm cash income less total cash costs. f ABARES forecast. g Gross value of farm production less total farm costs. h
Ratio of index of prices received by farmers and index of prices paid by farmers, base: 2019–20 = 100.
Sources: ABARES; ABS; RBA
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Economic growth, 2008 to 2021

Matthew Howden and David Mobsby

•
•

•

The COVID-19 pandemic will cause the global economy to enter
recession in 2020.

The 2020 recession will cause incomes to fall globally, but
demand for most agricultural products is assumed to remain
strong.
The main risk to the outlook is the duration of the COVID-19
pandemic and the measures implemented to contain it.

COVID-19 pandemic to cause global recession in 2020

Since the March 2020 edition of Agricultural commodities, the COVID19 pandemic has spread to almost all countries globally. Efforts to
control the pandemic have caused significant disruptions to economic
activity.

In 2020 global economic activity is assumed to decline by 3%. A
decline is assumed across advanced as well as emerging and
developing economies, with the slowdown most pronounced in
advanced economies. This differs from the recession of 2009, when
only advanced economies experienced recession while emerging and
developing economies continued to grow.
9

a ABARES assumption.
Sources: ABARES; IMF

Some countries have already relaxed measures implemented to
control the spread of COVID-19. If shutdown measures can be safely
relaxed, economic activity may begin to recover sooner than
anticipated. However, significant economic damage has occurred and
it remains unclear how quickly this can be repaired. Additionally,
relaxing shutdown measures comes with the risk of a second wave of
infections and lockdowns.

Oil prices to remain low

Oil prices are assumed to remain low over 2020–21. The price of crude
oil fell from around US$60/barrel in January 2020 to US$18/barrel in
April 2020. This fall was driven initially by a disagreement over
production targets between members of the Organisation of
Petroleum Exporting Countries and other crude oil exporters in
March 2020. Prices fell further in April 2020 because shutdown
measures reduced oil demand.
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Lower oil prices will benefit oil importing countries, but reduce the
incomes of oil exporters and drag on economic growth in those
countries. Low oil prices have significant implications for food and
fibre markets. Falling demand for biofuels redirects sugar and corn to
food and livestock feed, and means that lower price synthetics displace
natural fibres such as cotton and wool.

Incomes to be lower in 2020, but food demand to remain
strong

Global income per person is assumed to contract on average by 4% in
2020. This is a larger fall in incomes than occurred during the 2009
recession, when incomes fell by 1.6%. Incomes are assumed to recover
in 2021 by 4.7%, in line with improved global economic conditions.

effect is likely to be most pronounced in the corn, oilseed and sugar
markets because these prices are already low due to low oil prices.

Temporary increase in panic buying

High levels of uncertainty in early March resulted in panic buying of
food and other household items in some countries. This spike in sales
resulted in perceived shortages of some items, raised concerns over
food security and led to some calls for self-sufficiency. These concerns
were short-lived, as household stocks accumulated and both
businesses and governments reassured consumers that supply chains
were functioning well.

Time spent at grocers and pharmacies, change from average,
February 2020 to May 2020

Stimulus response supporting economic activity

As at 28 May 2020 many advanced economies, including those in the
eurozone, Japan and the United States, had announced fiscal stimulus
packages in an effort to maintain economic activity. Central banks
have lowered interest rates and announced other monetary measures
to support economic activity. Many governments and central banks in
emerging and developing economies have taken similar actions. These
policies will support household consumption during the economic
shutdown and drive economic recovery in 2021.

Several countries have announced new, or changes to, packages to
support their agricultural sector during the shutdown. The United
States announced a US$19 billion food assistance program. The
EU allowed funds intended for rural development to be reallocated as
direct support for farmers during the pandemic. These packages are
likely to disrupt agricultural markets because US and EU farmers will
receive compensation for production regardless of world prices. The
10

Note: 7 day moving average. Time spent compared to a baseline period 3 January 2020 to
6 February 2020.
Source: Google mobility data

Beyond short-lived panic spending, the COVID-19 pandemic is
expected to affect how households purchase food and the types of food
demanded. Food expenditure will remain concentrated in
supermarkets and away from restaurants until social distancing and
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shutdown measures are eased. This is assumed to result in more
demand for agricultural staples and less demand for higher value
foods.

Income per person and food expenditure share, selected
countries

Despite lower incomes, food demand to remain strong

The 2020 recession represents a significant shock to household
incomes. However, overall demand for Australia's agricultural
products is expected to remain relatively strong because food is an
essential product. Demand for staple foods is less responsive to
changes in incomes than demand for other goods, especially in the
relatively high income countries that import Australia's agricultural
exports (see box).

Effect of an income shock on food demand

Implications for commodity demand in the short term
The global demand for agricultural products is expected to fall
proportionally less than the fall in per person incomes caused by
measures to combat COVID-19. This is because food is essential, and
food expenditure is less responsive to changes in income than
expenditure on less essential goods.
Changes in incomes have a proportionately smaller effect on food
demand in countries with higher per capita incomes than in
countries with lower incomes. When faced with a fall in income,
households will reduce spending on discretionary items before
essential items such as food.

11

Note: Food expenditure share is share of consumer expenditure spent on food,
alcoholic beverages and tobacco. Income is taken as GDP per person and is measured in
2011 US$ on a purchasing power parity basis.
Source: Our World in Data

Demand for more expensive agricultural products such as wine,
meat and dairy products is more sensitive to falls in income than the
demand for staple products such as cereals. A fall in incomes will
result in households consuming fewer of these more expensive
goods but maintaining consumption of essential foods.
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Change in food demand, by commodity and income, selected
countries

Note: Elasticities based on 1996 data. Income is taken as GDP per person for 1996 and
is measured in 2010 US$ on a purchasing power parity basis.
Sources: USDA; World Bank

Outlook for key Australian agricultural markets

The World Health Organization declaration of COVID-19 as a global
pandemic on 11 March 2020 triggered strict and comprehensive
public health measures, including social distancing, restricted mobility
and border closures. This caused significant disruptions to economic
activity and resulted in businesses closing and widespread job losses.

COVID-19 Government response stringency index, selected
countries

Note: 100 is equal to the strictest response.
Source: Oxford COVID-19 Government Response Tracker

As at 28 May 2020, most advanced countries have begun easing
restrictions. China began easing restrictions in early April. However, in
some countries and regions, such as China and Germany, infections
began to rise and governments responded by re-imposing restrictions.
This is an ongoing risk, which is likely to disrupt economic activity
until the health effects of COVID-19 are controlled.

Recent economic events in key Australian agricultural markets

China, Japan, the United States, the European Union, the Republic of
Korea and South-East Asian countries accounted for 64% of the value
of Australia's agricultural exports in 2018–19. As at 20 May 2020,
March quarter GDP data were available for a number of key trading
partners and provide an early indication of the cost to these
economies of measures to contain the pandemic.
12
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Major agricultural export markets, selected indicators

Sources: ABARES; ABS; Bank of Korea; Bureau of Economic Analysis; Cabinet Office of
Japan; Eurostat; National Bureau of Statistics; Office of National Statistics

In the March quarter 2020 the Chinese economy shrank by 6.8%. This
reflects the strongest fall in economic activity of any economy so far
and indicates the high economic cost of the containment measures that
were in place throughout most of that quarter.

The United States, eurozone and United Kingdom have been
significantly affected by the COVID-19 pandemic. Economic activity in
the March quarter 2020 declined by 4.8% in the United States, 3.3% in
the eurozone and 1.6% in the United Kingdom. Japan's economy
shrank by 2.2% in the quarter and the Republic of Korea's economy by
1.6%.

Statistics for the June quarter 2020 are likely to show a greater decline
in economic activity because most countries were under lockdown
during this period.

13

Outlook for export demand

The outlook for the economies of key Australian agricultural markets
assumes that COVID-19 will be contained early in the second half of
2020, with the impacts of containment measures on economic activity
beginning to fade in the second half of 2020.

In 2021 global economic growth is assumed by the International
Monetary Fund to rebound strongly to 5.8%. Growth is assumed to
be 4.5% in advanced economies and 6.6% in emerging and developing
economies. Despite this strong growth, global economic activity is still
assumed to be 4% lower in 2021 than it would have been without the
pandemic.

Gross domestic product growth, major trading partners, 2019 to
2021

a ABARES assumption. b Includes Indonesia, Malaysia, the Philippines, Thailand and
Vietnam.
Sources: ABARES; IMF
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Key risks to the outlook stem from COVID-19

Beyond COVID-19 other risks still loom

The risk of removing restrictions too soon and causing a second wave
of infections is significant. A second wave of infections will result in
further lockdowns and constrained economic activity.

The ongoing China–US trade dispute continues to affect global trade
and is a risk to the outlook for Australian exports. Since agreeing to the
terms of phase one of the deal (see economic overview March quarter
for details) there have been no further escalations of trade sanctions.
However, tensions between China and the United States have
escalated over the origins of the COVID-19 pandemic and these
tensions could be expressed in trade policy.

Risks to the assumed recovery of global growth and demand for
Australia's exports are weighted towards the downside, and largely
depend on the duration of the COVID-19 pandemic.

The duration of the pandemic also raises risks around the success of
policies to support economic activity during the shutdown. Fiscal
support policies may need to be continued longer than expected in
countries where containment measures are required for extended
periods.

A prolonged recession elsewhere in the world is a risk to economies
that have been able to contain the virus. Economies such as Australia,
China, Japan, the Republic of Korea and some South-East Asian
economies are heavily reliant on trade. They depend on other major
economies to consume their products and supply inputs. This means
that their economic recovery will depend on the recovery of their
major trading partners.

Tourism-dependent economies, such as Indonesia, Thailand and—to a
lesser extent—Japan, will suffer until international travel restrictions
are removed. The 2020 Tokyo Olympics have been postponed and are
currently scheduled for July 2021. Restrictions on international air
travel are likely to remain in place until 2021 and it is uncertain how
COVID-19-related health concerns will affect tourism demand in 2021
and beyond.

14

COVID-19 is the principal risk to the economic outlook. However,
there are a number of other risks to global growth and Australia's
export markets.

In the United States, risks to the economic outlook stem from the
upcoming presidential election and the possibility of a second wave of
infections. As at 3 June 2020, neither presidential candidate had made
any major policy announcements nor was the pathway to resolving the
unrest certain. The outcome of the election, and which policies will
prevail after it, is a source of uncertainty that will influence the
economic recovery of the United States and the world. Civil unrest,
which began in late May and has extended into June, elevates the risk
of increased COVID-19 infections.

The United Kingdom's scheduled exit from the European Union on
31 December 2020 continues to pose risks to the outlook for the
eurozone. The terms of the post-exit trade agreement between the
United Kingdom and the European Union are still uncertain and these
negotiations will likely be complicated by the COVID-19 pandemic.
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Australian economy

The Australian economy is assumed to contract sharply in the June
quarter 2020, reducing average economic growth over 2019–20 to –
1%. The assumed decline over the second half of 2019–20 is largely
the result of social distancing and other measures introduced in
March 2020 to slow the spread of COVID-19. The closure of many
businesses has reduced employment and hours worked. Fiscal support
packages such as JobSeeker and JobKeeper payments will help to
support household consumption during the economic shutdown.

Gradual easing of social distancing and a consequent rise in economic
activity are assumed to result in GDP recovering in the second half of
2020. However, over the 2020–21 financial year GDP growth is still
assumed to decline by 3%.

Australian dollar to remain low in 2020–21

The Australian dollar averaged US67 cents in 2019–20 and is assumed
to average US66 cents in 2020–21.

In early 2020 the global COVID-19 pandemic brought high levels of
uncertainty to global financial markets, resulting in a rapid
depreciation of the Australian dollar. This uncertainty saw the
US dollar strengthen against a range of currencies because of strong
demand for—and reduced supply of—safe-haven assets like the
US dollar. During this period, the Australian dollar dropped to
US56 cents, its lowest value since April 2003.
Measures taken by governments to contain the spread of COVID-19
initially calmed financial markets and the policy response of the
US Federal Reserve eased demand pressure on the US dollar. In late
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May and into early June, the Australian dollar appreciated further
against the US dollar, driven by high iron ore prices.

Economic uncertainty drives the US dollar, January 2006 to
March 2020

Sources: Federal Reserve Bank of St. Louis; Economic Policy Uncertainty; RBA

Risks to the Australian outlook

Significant downside risks to the recovery of the Australian economy
remain. Prolonged enforcement of measures to contain COVID-19 by
major trading partners could slow the anticipated global economic
recovery. This would reduce export demand and Australia's own
economic recovery prospects.

Risks also stem from trade relationships with key trading partners.
Trade tensions between China and Australia increased in May 2020.
China imposed significant tariffs on Australian barley imports and
suspended four major Australian abattoirs from the Chinese beef
market. China's bans on abattoirs exporting beef to China are not
unprecedented. However, if Chinese policy continues to be
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unpredictable, exporters may seek alternative markets even if that
means accepting lower margins.

Further escalation of trade tensions, would likely result in slower than
assumed growth and a lower Australian dollar.
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Key macroeconomic assumptions

Economic growth
World b
Advanced economies
United States
Japan
Eurozone
Germany
France
Italy
United Kingdom
Korea, Rep. of
New Zealand
Singapore
Taiwan
Emerging and developing economies
Emerging Asia
South–East Asia c
China d
India
Latin America
Middle East and Central Asia
Eastern Europe
Russian Federation
Ukraine
GDP per person e
Advanced economies
Emerging and developing economies
Emerging Asia
South–East Asia c
United States
Inflation
US prime rate g
Australia
Economic growth
Inflation
Interest rates h
Australian exchange rates
A$/US$
TWI for A$ i

unit

2018

2019

2020 a

2021 a

%
%
%
%
%
%
%
%
%
%
%
%
%
%
%
%
%
%
%
%
%
%
%

3.6
2.2
2.9
0.3
1.9
1.5
1.7
0.8
1.3
2.7
3.2
3.4
2.7
4.5
6.3
5.3
6.8
6.9
1.1
1.8
3.2
2.5
3.3

2.9
1.7
2.3
0.7
1.2
0.6
1.3
0.3
1.4
2.0
2.2
0.7
2.7
3.7
5.5
4.8
6.1
5.1
0.1
1.2
2.1
1.3
3.2

-3.0
-6.1
-5.9
-5.2
-7.5
-7.0
-7.2
-9.1
-6.5
-1.2
-7.2
-3.5
-4.0
-1.1
1.0
-0.6
1.2
1.9
-5.2
-2.8
-5.2
-5.5
-7.7

5.8
4.5
4.7
3.0
4.7
5.2
4.5
4.8
4.0
3.4
5.9
3.0
3.5
6.6
8.5
7.8
9.2
7.4
3.4
4.0
4.2
3.5
3.6

%
%
%
%

1.9
3.3
5.4
4.1

1.3
2.7
4.9
3.7

-6.4
-2.2
0.3
-1.6

4.2
5.4
7.7
6.7

%
%

2.4
4.9

1.8
5.3

0.7
3.3

0.8
3.3

unit

2017-18

2018-19

2019-20 a

2020-21 a

%
%
%

2.9
1.9
3.7

2.0
1.6
3.8

-1.0
1.2
2.7

-3.0
1.3
2.4

US$
0.78
0.72
0.67
0.66
index
64.5
61.5
58.3
56.1
a ABARES assumption. b Weighted using 2018 purchasing-power-parity valuation of country gross domestic product by the IMF. c Indonesia, Malaysia,
the Philippines, Thailand and Vietnam. d Excludes Hong Kong. e Expressed in purchasing–power–parity. g Commercial bank prime lending rates in the
United States. h Large business weighted–average variable rate on credit outstanding. i Base: May 1970 = 100.
Sources: ABARES; ABS; Indian Ministry of Statistics and Programme Implementation; IMF; RBA; US Bureau of Labor Statistics;
US Federal Reserve
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exceptional in Argentina as the season ends. In Australia, total summer
crop production in 2019–20 is estimated to have fallen to its lowest
level in more than 30 years, driven by significant falls in grain
sorghum and cotton production.

Emma Pearce and Matthew Miller

Production conditions favourable in major cropproducing countries

Global crop production conditions are generally favourable, despite
dryness across parts of the European Union, Brazil, Argentina, Ukraine
and some equatorial regions.

Grains

In the southern hemisphere, conditions for wheat sowing are generally
favourable for Australia and mixed for Argentina. In the northern
hemisphere, conditions are mixed for wheat crop development in the
European Union and Ukraine, and generally favourable for crop
development and sowing in the United States, Canada and China.
Conditions are favourable in the Russian Federation with the
exception of southern regions, where winter wheat yields have been
affected by drought conditions.

Conditions are favourable for rice development in China and for the
end of harvest in India. Harvest is ongoing under mixed conditions for
rice in the northern countries of South-East Asia and for wet-season
rice in Indonesia. In Australia, rice production is estimated to be
around 57,000 tonnes, the lowest since 2007–08, because of low water
allocations and high water prices.

Oilseeds

Growing conditions for soybeans are favourable for ongoing harvest in
Argentina. Conditions are generally favourable for sowing in the
United States, Canada and China. Conditions are mixed in Ukraine due
to low soil moisture in the south and low air temperatures elsewhere.
In Australia, planting conditions have been favourable for canola
(rapeseed), with production expected to return to close to the 10-year
average to 2019–20.

Growing conditions for maize are generally favourable for ongoing
harvest in India and Mexico. Sowing conditions have been favourable
for the United States, mixed for Canada and the European Union and
unfavourable in Ukraine. Conditions for crop development in Brazil
are mixed. Conditions are generally favourable in South Africa and
18
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Crop conditions, AMIS countries, 28 May 2020

The rainfall anomalies and outlooks presented here give an indication
of the current and future state of production conditions for major
grain- and oilseed-producing countries. These countries are
responsible for over 80% of global production. This data can be used
to assess the global grain supply outlook.

Rainfall anomalies

Rainfall during March to May tends to affect development and yield
prospects of summer crops and starting soil moisture conditions for
winter crops across the southern hemisphere. In the northern
hemisphere, March to May rainfall affects the development and yield
prospects of winter crops, especially wheat. It also influences farmers'
planting intentions and opportunities with regard to spring wheat and
rapeseed crops, as well as summer crops such as corn, cotton, rice,
sunflowers and grain sorghum.

Source: AMIS Agricultural Market Information System

Rainfall has been variable, but expected to be at least
average between June and August 2020

Crop production is highly sensitive to climate. It is affected by longterm trends in average rainfall and temperature, inter-annual climate
variability, shocks during specific phenological stages, and extreme
weather events (IPCC 2012). Some crops are more tolerant than
others to certain types of stresses. At each phenological stage, different
types of stresses affect each crop species in different ways.
19

Rainfall over the 3 months to 31 May 2020 was variable for the
world's major grain- and oilseed-producing regions. In the northern
hemisphere, March to May 2020 rainfall totals were generally below
the 1979 to 2000 average across parts of the European Union and
Ukraine, and in parts of the western plains of the United States. In
contrast, rainfall totals were above average across the south-west of
the United States, parts of western Russia, India and west Asia.
Dryness during May reduced soil moisture for winter grains and
oilseeds across many key growing areas surrounding the Black Sea,
and across the European Union and the United Kingdom.

In the southern hemisphere, March to May 2020 rainfall totals were
generally below the 1979 to 2000 average in southern Brazil and
Central America. In contrast, rainfall totals were above average across
parts of south-eastern Australia. Persistent dryness has limited the
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yield potential of second-crop corn in southern Brazil, but conditions
were favourable in key production areas farther north. In Argentina, a
dry May has adversely affected winter grain establishment in most
major production areas and the reproductive development of
soybeans. For Australia, this has resulted in a rapid increase in soil
moisture levels allowing for timely planting of wheat, barley and
canola (rapeseed). Rain arrived too late to benefit grain sorghum.

World precipitation anomalies, March to May 2020

grain sorghum, soybean, sunflower and millet production in the
northern hemisphere, and winter wheat and canola (rapeseed)
production in most southern hemisphere growing regions.

For country-by-country assessments of the climate outlook and
potential impact on production conditions, see ABARES Weekly
Australian climate, water and agricultural update–21 May 2020.

Climate outlook for Australia

Early autumn break delivers timely rainfall across south-eastern
Australia

In southern Australia, the timing of the autumn break is an important
ingredient for a successful pasture and crop production season. The
autumn break is the first significant rainfall of the winter growing
season and provides enough moisture to initiate crop and pasture
germination and support early plant growth. The break generally
applies to southern pasture and cropping areas mainly in New South
Wales, Victoria, South Australia, Western Australia and Tasmania—
and occasionally parts of southern Queensland.
Note: World 3-month seasonal precipitation anomalies are in units of mm/season, based
on precipitation estimates from the NOAA Climate Prediction Center's Climate Anomaly
Monitoring System Outgoing Precipitation Index dataset. Precipitation estimates for
March to May 2020 are compared with rainfall recorded for that period during the 1979 to
2000 base period.
Source: International Research Institute for Climate and Society

Global climate outlook

The global climate outlook indicates that average to above average
rainfall is more likely between June and August 2020 for most of the
world's major grain- and oilseed-producing regions. If realised, this is
likely to benefit spring wheat and canola (rapeseed), cotton, rice, corn,
20
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Areas likely to be influenced by the autumn break rainfall,
Australia

An early autumn break can increase the length of the growing season,
potentially improving production and yield. However, there is a
greater risk of a dry periods and low soil moisture following an early
or 'false' break. This can cause plants to die after germination,
reducing the remaining seed bank for the winter growing season and
lowering potential production.

Autumn 2020 started with average to above average rainfall across
Australia's cropping regions. The autumn break occurred in March for
most eastern winter cropping regions. Generally, this occurs when at
least 25 millimetres of rainfall is recorded within any 3-day period
from 1 March.

Typically, the autumn break is driven by westerly fronts moving
across southern Australia and cut-off low pressure systems. This year
an uncharacteristic early autumn break in south-eastern Australia was
21

driven by incursions of moist tropical air from northern Australia,
resulting in substantial rainfall. The early autumn break across
cropping regions in much of New South Wales and Victoria was
consolidated by falls in early April, supporting the early plant growth
that had been initiated. Cropping regions in South Australia also
received rainfall in early April that was followed by significant falls at
the end of the month. This increased producer confidence for
widespread winter crop planting.
In contrast, average rainfall was recorded across cropping regions in
Western Australia and Queensland in March, followed by below
average rainfall in April and patchy rainfall in May. Parts of the
southern cropping region of Western Australia received sufficient
rains to start the season, but most of these areas will rely on winter
rainfall to initiate germination and support crop growth.

Rainfall in May 2020 was above average across much of northern
Australia and below average across much of southern Australia. Above
average to well above average rainfall was recorded across much of
northern Queensland, northern Western Australia and the inner north
of the northern Territory. In contrast, well below average to below
average rainfall was recorded across parts of western New South
Wales, southern Queensland, northern Victoria, eastern Tasmania, the
south of the Northern Territory and much of South Australia and
southern Western Australia.
Rainfall for May 2020 in winter cropping regions was below average
to average across most cropping regions.
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Rainfall percentiles, Australia, 1 March to 31 May 2020

Rainfall percentiles, Australia, May 2020

Note: Rainfall for March to May 2020 relative to the long-term record and ranked in
percentiles. This analysis ranks rainfall for the selected period compared with the historical
average (1900 to present) recorded for that period.
Source: Bureau of Meteorology

Note: Rainfall for May 2020 relative to the long-term record and ranked in percentiles.
This analysis ranks rainfall for the selected period compared with the historical average
(1900 to present) recorded for that period.
Source: Bureau of Meteorology

Autumn rainfall leads to above average soil moisture in southeastern Australia

Autumn rainfall improved soil moisture across south-eastern
Australia. This follows a summer of mixed rainfall and well above
average temperatures. Root zone soil moisture was above average
across much of Australia during March and variable in April and May.

In May 2020 soil moisture in cropping regions was below average
across Western Australia and northern Queensland, and average
across the remainder of Queensland. In contrast, soil moisture was
above average to well above average across New South Wales, Victoria
and South Australia. Lower layer soil moisture in Queensland has been
average to above average, but autumn rainfall totals have been low.
22
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Significant rainfall is needed to replenish the profile to initiate
germination and encourage further planting.

Modelled root zone soil moisture, Australia, May 2020

across parts of the north of the Northern Territory, northern Western
Australia and northern Queensland.

Above average autumn rainfall in parts of south-eastern Australia has
contributed to above average pasture growth. Modelled pasture
growth for the 3 months to May 2020 was well above average to
extremely high across eastern Tasmania and much of New South
Wales and southern Victoria.

Relative pasture growth, Australia, 1 March to 31 May 2020

Note: Soil moisture estimates are relative to the long-term record and ranked in
percentiles. Estimates are used to compare root zone soil moisture during May 2020 and
ranked by percentiles for each May in the 1911 to 2016 historical reference period. Root
zone soil moisture is defined as the soil surface to 1 metre in depth.
Source: Bureau of Meteorology

Pasture growth above average for some key livestock production
regions

Pasture growth during the first 3 months of the northern wet season
was limited due to drier and warmer than average conditions.
However, increased rainfall and continued warm temperatures have
benefited pasture growth during the second half of the northern wet
season (February to April 2020). For the 3 months to April 2020,
modelled pasture growth was well above average to extremely high
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Note: AussieGRASS pasture growth estimates are relative to the long-term record and
shown in percentiles. Percentiles rank data on a scale of zero to 100. This analysis ranks
pasture growth for the selected period against average pasture growth for the long-term
record (1957 to 2016). Pasture growth is modelled at 5km2 grid cells.
Source: Queensland Department of Science, Information Technology and Innovation

Sufficient rainfall likely for most winter cropping regions

Both the El Niño–Southern Oscillation (ENSO) and Indian Ocean Dipole
(IOD) are currently neutral. However, all models surveyed by the
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Bureau of Meteorology suggest the possibility of a negative IOD
developing in the Indian Ocean from mid-winter. A negative IOD
typically brings above average winter to spring rainfall to southern
Australia. All models show that a negative IOD is more likely than not,
but individual models show a broad spread of likely scenarios
covering both the neutral IOD and negative IOD range.

Some model outlooks also suggest a La Niña-like state in the tropical
Pacific Ocean is possible later in the southern hemisphere spring. La
Niña is normally associated with higher than average rainfall during
winter, spring and early summer over much of Australia. Typically, La
Niña events tend to begin in autumn, mature during winter, spring and
early summer, and then begin to decay in late summer. Given that the
greatest impact normally occurs during the winter, spring and early
summer periods, a late forming La Niña is likely to have little influence
on climatic conditions during the current winter growing season in
southern Australia.

The bureau's forecast indicates a 75% chance of receiving between
50 and 100 millimetres of rainfall in most Australian cropping regions
between June and August 2020. The forecast indicates a 75% chance
of between 100 and 200 millimetres in most cropping regions in
Western Australia and southern cropping regions in New South Wales,
Victoria and South Australia. These rainfall totals are likely to be
enough to sustain crops through to spring in regions where crops
were in a good position at the start of winter.
The forecast indicates that northern and western cropping regions in
Queensland have a 75% chance of receiving rainfall of between
10 and 50 millimetres. In areas with low soil moisture at the start of
winter, these expected low 3-month rainfall totals are unlikely to be
sufficient to sustain crop production.

With the major climate drivers—ENSO and IOD—currently neutral,
secondary drivers such as high pressure systems and a positive
Southern Annular Mode (SAM) are expected to be the main climate
influences during early winter. In winter, a positive SAM typically
means less rainfall for south-west Western Australia, southern
Victoria and Tasmania.

The Bureau of Meteorology's climate outlook for June to August 2020
(released on 4 June 2020) suggests roughly equal chances of wetter or
drier than average winter rainfall for much of Australia. It is likely
rainfall will not be evenly distributed over winter. Lower than average
rainfall is more likely during June in most cropping regions, with more
favourable conditions expected for the remainder of winter.
24
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Rainfall totals with a 75% chance of occurring, Australia, June to
August 2020

Source: Bureau of Meteorology

References

IPCC 2019, Managing the risks of extreme events and disasters to
advance climate change adaptation, Intergovernmental Panel on
Climate Change, Cambridge University Press, United Kingdom.

25

ABARES Agricultural Commodities vol. 10 no.2, June quarter 2020

Wheat

Wheat
Amelia Brown

World wheat prices to remain low, Australian prices to
converge

Major wheat importing and exporting countries are at varying stages
of dealing with the impact of COVID-19. The economic cost of
measures to contain COVID-19 in Australia's major export markets
will depend on how well these nations contain the spread of the virus
and how soon they can safely relax containment measures. For
example, the effect on economic activity in Indonesia is assumed to be
greater than in Japan and Vietnam, which have both managed to
contain the spread of COVID-19 relatively quickly and are therefore
likely to recover sooner.

World wheat supply and price, 2000–01 to 2020–21

Abundant world wheat supplies are expected to keep global prices
low. The world wheat indicator price is forecast to remain low in
2020–21, at an average of US$222 per tonne. A forecast fall in
production in some major exporting countries will be offset by weaker
world demand for discretionary foods due to restrictions introduced
to slow the spread of COVID-19.

Milling wheat has few substitutes and relatively inelastic demand as a
staple food. This means that the underlying demand for wheat is
unlikely to be significantly affected by the COVID-19 pandemic.
Weaker global economic growth as a result of COVID-19 is likely to
reduce demand for higher-value wheat flour products (cakes, biscuits
and pastries) and higher-value meat and dairy products. The fall in
demand for grain-fed meat and dairy products and an abundance of
feed grain substitutes (cheap corn) will result in lower feed demand
for wheat. The duration of these impacts remains uncertain. The
longer it takes for economies to recover, the greater the effect on
demand and the potential downside risk to prices.
26

f ABARES forecast.

World production to reach record high

Mostly favourable seasonal conditions in major wheat-producing
countries are forecast to result in record high world wheat production
of around 767 million tonnes, a marginal increase from 2019–20.
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Increased production is forecast in Argentina, Australia, Canada and
Kazakhstan. Despite production in the Russian Federation being
forecast to increase year-on-year, the forecast has continued to be
lowered as seasonal conditions deteriorate. Production in the
European Union, United States and Ukraine is forecast to decline from
2019–20 levels. This is due to less favourable seasonal conditions,
particularly in France—the European Union's biggest wheat producer.

Seasonal conditions and world wheat production, June 2020

estimated consumption since 2013–14 and imports have averaged
around 4 million tonnes per year. These stocks are generally not
available to the world market.

Australian wheat production to recover in 2020–21

Australian wheat production is forecast to increase by 76% in 2020–
21 to 26.7 million tonnes. If realised, this will be the biggest wheat
crop Australia has produced since the record high of 2016–17. The
area planted to wheat is forecast to increase following an excellent
start to the winter cropping season in New South Wales, Victoria and
parts of South Australia. Conditions in Queensland and Western
Australia have been less favourable. A later start to the season is not
unusual in Western Australia and it has not limited production in
recent years. A positive outlook for winter rainfall is contributing to
forecasts of better yields in 2020–21 compared to the drought-affected
2019–20 crop.

Australian stocks depleted

Source: Agricultural Market Information Service

Production in China and India (the world's second- and third-largest
wheat producers after the European Union) is forecast to increase.
This reflects an increase in the area planted and favourable seasonal
conditions. China and India usually only import significant amounts of
wheat if their domestic production is adversely affected by poor
seasonal conditions. Ending stocks in China are forecast to reach just
over 130 million tonnes, accounting for around 44% of global stocks.
Stocks continue to build in China because production has exceeded
27

Australian wheat supply has been adversely affected by 3 consecutive
years of below average production. Additionally, supplementary onfarm feeding since late 2017–18 due to poor pasture growth and the
continued expansion of intensive livestock industries resulted in a
significant increase in domestic feed demand. The increase in demand
and lower supply has led to a significant drawdown in domestic wheat
stocks, which are forecast to fall to 2.8 million tonnes by the end of the
2019–20 marketing year (end of September). This is the lowest level
of stocks since 1998–99.

Low supply has resulted in high domestic prices, and a greater
proportion of production being consumed domestically and limiting
export supply. The cost of complying with strict biosecurity protocols
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for bulk grain import permits allows domestic prices to increase well
above world prices. Domestic prices are forecast to remain high until
there is more certainty about the size of the 2020–21 winter crop.
Prices are then likely to fall to parity with much lower world prices.

Domestic wheat use comprises milling wheat for flour, livestock feed
(direct to end users or stockfeed manufacturers), wheat for industrial
use and for use as seed (seed retained to sow crops). Milling wheat for
flour usually accounts for around 35% of total domestic use at an
average of around 3 million tonnes. Growth in use of wheat for milling
has been relatively flat.

Australian wheat use, 2000–01 to 2020–21

the need for supplementary on-farm livestock feeding and the number
of sheep and cattle being finished in feedlots. Lower demand for grainfed beef due to COVID-19 restrictions is also forecast to reduce feedlot
numbers.

The poultry meat and egg industries are also major domestic feed
grain users, with around 60% to 70% of feed rations generally made
up of cereal grain (wheat, barley or grain sorghum). An initial surge in
retail sales of eggs and poultry meat due to COVID–19 restrictions is
likely to be offset by a downturn in the food service industry.

Australian exports to recover from drought-affected
lows

Australian wheat exports are forecast to increase in value and volume
in 2020–21 due to increased production and lower domestic use.
Australian wheat exports in 2018–19 and 2019–20 were significantly
below average, reflecting consecutive years of drought-affected
production.

f ABARES forecast.

Total domestic livestock feed use is forecast to fall by 10% in 2020–21
to around 4.5 million tonnes. Feed use currently accounts for around
60% of domestic use, peaking in 2018–19 at around 5.5 million
tonnes. Easing of drought conditions in the eastern states has reduced
28

Continued growth in world food and industrial wheat use, in line with
population growth, is expected to support demand for Australian
wheat in export markets. However, uncertainty about the adverse
effect of COVID–19 on global demand for high-value foods made from
flour may constrain growth in demand for higher-value milling
wheats. South-East Asian wheat imports have more than doubled over
the past 10 years. This reflects rapidly expanding populations,
increased incomes (higher demand for western-style bakery products)
and an increase in intensive livestock production. However, with
economic growth forecast to slow in 2020, growth in imports is likely
to slow or may even fall, particularly for imports of higher-quality
milling wheat and feed wheat.
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Australian wheat supply, 2000–01 to 2020–21

Indonesia–Australia Comprehensive Economic Partnership
Agreement

The Indonesia–Australia Comprehensive Economic Partnership
Agreement (IA–CEPA) will come into effect on 5 July 2020. In the first
year of the agreement, Indonesia will issue automatic import permits
granting duty-free access for 500,000 tonnes of Australian feed grain,
including wheat. The tariff quota volume will increase by 5% annually.
This agreement will boost Australia's competitiveness in what has
traditionally been one of our biggest wheat export markets.

f ABARES forecast.

Opportunities and challenges

Export restrictions in major exporting countries

In March 2020, the Russian Federation set a 7 million tonne grain
export quota for April to June that included around 5 million tonnes of
wheat. The quota was implemented to protect domestic supply and
keep prices from rising during the initial uncertainty about the effect
of COVID-19. The quotas end when the new marketing season starts
on 1 July 2020. Kazakhstan also restricted exports to 200,000 tonnes
per month until the end of June. Ukraine's export quota for 2020–21
will be agreed on with traders in July 2020. Export restrictions lead to
market instability and increased price volatility. If further export
restrictions are announced for new crop supplies, prices are likely to
increase and may provide an opportunity for Australian exports.
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Category
World
Production
Black Sea region a
China
European Union
India
United States
Consumption
human
feed
Closing stocks
Stocks-to-use ratio
Trade
Exports b
Argentina
Black Sea region a
Kazakhstan
Russian Federation
Ukraine
Canada
European Union
United States
Price d
Australia
Area
Production
Domestic Use
Exports c
value
Closing stocks
Price e

unit

2018–19

2019-20 f

2020-21 f

% change

Mt
Mt
Mt
Mt
Mt
Mt
Mt
Mt
Mt
Mt
%
Mt

731
111
131
137
99.8
51.3
735
518
139
265
36.1
165

763
114
134
155
104
52.3
746
524
143
281
37.6
187

767
115
135
140
105
50.6
749
532
133
299
39.9
190

0.6
1.1
0.7
-9.2
1.4
-3.2
0.4
1.6
-7.0
6.4
6.0
1.2

Mt
Mt
Mt
Mt
Mt
Mt
Mt
Mt
US$/t

14.0
59.2
8.5
34.5
16.2
22.8
16.8
25.5
233

13.6
59.5
5.9
33.2
20.3
22.8
34.2
26.4
220

14.5
62.3
7.3
36.7
18.3
23.9
29.2
25.9
222

6.6
4.7
22.7
10.4
-9.9
4.8
-14.6
-2.1
0.9

’000 ha
10,402
10,210
12,985
27.2
kt
17,598
15,165
26,674
75.9
kt
8,920
8,619
8,101
-6.0
kt
8,981
8,897
16,500
85.5
A$m
3,675
3,467
4,658
34.4
kt
4,512
2,832
5,474
93.3
A$/t
395
370
315
-14.9
a Kazakhstan, Russian Federation and Ukraine. b Local marketing years. c Oct–Sept years. d US no. 2 hard red winter
wheat, fob Gulf, July–June. e Australian premium white no. 1 wheat, fob Adelaide, July–June. f ABARES forecast.
Sources: ABARES; ABS; IGC; USDA
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reduced drought-related feed demand, high domestic barley prices
have begun to converge with lower world prices.

Peter Lock

International demand for Australian barley is expected to fall because
of newly imposed tariffs by China—Australia's largest barley market.
Chinese tariffs on barley are expected to be prohibitive, resulting in a
cessation of Australian barley exports to China. A loss of
competitiveness in China is expected to result in a diversion of
Australian barley to alternative lower-value markets, including Saudi
Arabia, Japan and Vietnam.

World corn prices

World and domestic prices to fall

World and domestic barley prices to converge

World barley prices are expected to fall in 2020–21 to US$176 per
tonne as a result of near record global production and growing
competition from other grains in feed markets. The world barley
indicator price is expected to remain at around US$181 per tonne for
the rest of 2019–20.

Australian barley prices are expected to fall over the remainder of the
2019–20 marketing year (1 November to 31 October) and into 2020–
21. During the drought, increased use of animal feed led to high
domestic prices and a greater proportion of production being
consumed domestically. The cost of complying with strict biosecurity
protocols for bulk grain import permits drove domestic prices well
above world prices. In response to improved seasonal conditions and
31

World corn prices are expected to fall in 2020–21. Record plantings in
the United States and favourable growing conditions across most of
the northern hemisphere are likely to more than offset the expected
recovery in demand as the effects of COVID-19 diminish.

The world corn indicator price is expected to remain at current levels
around US$165 per tonne for the rest of the 2019–20. A continuation
of low corn prices is the result of a continued high supply of feed
grains. This is reinforced by better than expected harvests across most
of South America despite dry seasonal conditions in southern Brazil.
Demand shocks resulting from COVID-19—including the effects of
lower oil prices on corn ethanol production—are also placing
downward pressure on prices.

Global production to reach record highs

World coarse grain production is expected to increase in 2019–20 due
to near record corn production in North America, and record barley
production in the European Union. Despite dry seasonal conditions,
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higher than expected corn yields in South America are also expected to
support production in 2019–20.

Expected record world corn production in 2020–21 will be
underpinned by record production in the United States and near
record production in the European Union and China. US corn plantings
are expected to increase by 10% year-on-year, EU and Chinese corn
plantings are also expected to increase by between 1% and 2%.
Average to above average yields are also projected, reflecting
expectations of generally favourable growing conditions for much of
the northern hemisphere summer. Government support programs,
especially in the United States, are likely to support corn production in
2020–21. This is despite COVID-19 related falls in oil prices and
consequent reduced demand for corn-based biofuels.

Global production and world indicator prices for coarse grains,
2016–17 to 2020–21

Global demand expected to remain stable

Global demand for coarse grains is expected to remain relatively stable
despite the ongoing impact of COVID-19. Most coarse grains are used
for animal feed. Demand for meat and meat products, including
chicken and pork, has fallen across the world because of disruptions to
food service industries. However, herd numbers are expected to
remain relatively stable in anticipation of a recovery. COVID-19–
related disruptions to meat supply chains have been isolated and
world markets for animal feed remain resilient.
The impact of African swine fever in China and East Asia remains the
dominant factor influencing animal feed markets. In China, the impact
of African swine fever is expected to have peaked. The recovery of the
Chinese domestic pig herd is forecast to accelerate in 2021.

A prolonged period of low oil prices resulting from COVID-19–related
lockdowns, travel restrictions around the world and near record oil
production are expected to reduce demand for ethanol derived from
corn in the industrial fuel market. The impact of reduced biofuel
demand on corn consumption is expected to be partially mitigated by
ongoing farm support schemes in the United States.

Improved seasonal conditions to increase Australian
production

f forecast.
Sources: ABARES; IGC; USDA
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Drought conditions across most of New South Wales and Queensland
reduced national coarse grain production to a 13-year low of
10 million tonnes in 2019–20. Poor seasonal conditions across
northern New South Wales and central and southern Queensland
resulted in record low plantings and production of grain sorghum. In
contrast, 2019–20 barley production was around the 10-year average
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of 9.0 million tonnes due to above average production in Victoria and
South Australia and close to average production in Western Australia.

Improved seasonal conditions are expected to result in a 17% increase
in barley production in 2020–21 to around 11 million tonnes,
18.5% above the pre-drought 10-year average to 2017–18. An early
autumn break across much of eastern Australia is expected to result in
a significant increase in barley plantings, especially in New South
Wales. The Bureau of Meteorology expects average rainfall across
south-eastern Australia during the winter of 2020 supporting average
to above average yields in New South Wales, Victoria and South
Australia.

Over the medium term, Chinese tariffs are expected to result in lower
export prices for barley, and some substitution towards wheat and
other broadacre crops in response to lower barley margins. Shortterm production impacts are likely to be relatively minor because
most barley was planted before the tariffs were announced. In regions
where planting had not begun, planned crop rotations are expected to
constrain significant short-term changes.

If expectations of average to above average rainfall across northern
New South Wales and Queensland over winter are realised, this will
significantly improve prospects for grain sorghum plantings in 2020–
21. Plantings are expected to increase, moderated by the success of
winter crops, and spring and summer rainfall.

Demand for Australian coarse grains to fall

Domestic demand for coarse grains is expected to fall in 2019–20.
Improved seasonal conditions have already resulted in a decline in
drought-related supplementary feeding of livestock. The demand for
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animal feed from feedlots is also expected to decline in 2019–20 with
improved pasture availability and the commencement of herd
rebuilding. If favourable seasonal conditions continue into 2020–21,
demand for supplementary livestock feeding is expected to remain
low.

COVID-19–related shutdowns of the restaurant and food services
industries have resulted in reductions in the demand for animal
products. However, the fall in restaurant demand has been partially
offset by increased home consumption. Reduced demand for animal
products has also resulted in decreased feed demand from these
industries. The duration and severity of the demand impacts of socialdistancing restrictions is uncertain.

Australian coarse grain exports to recover in 2020–21

Australian coarse grain exports are expected to reach 10-year lows in
2019–20. Several factors have provided producers with economic
incentives to sell to local markets rather than export. These include
high domestic prices resulting from below average production and
strong domestic demand for animal feed, and a glut of animal feed on
world markets.

Coarse grain exports are expected to rebound in 2020–21 to
6.6 million tonnes. This reflects improved seasonal conditions
resulting in significantly higher production and lower domestic feed
demand. China has imposed import tariffs on Australian barley.
However, total Australian barley exports are expected to reach
6.2 million tonnes—up by 34%.
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Domestic coarse grain stocks to recover but remain tight

Drought conditions in 2017–18 and 2018–19 significantly reduced
opening stocks in the 2019–20 marketing year (1 November to
October 31). Stocks fell to an estimated 1.8 million tonnes in 2018–19,
34% below the 10-year average to 2017–18.

Domestic stocks of coarse grains are expected to remain low in the
2019–20 marketing year at around 1.8 million tonnes. Stocks of coarse
grains are expected to increase by 65% to 3 million tonnes by the end
of the 2020–21 marketing year as production recovers and droughtrelated demand subsides.

Australian coarse grain production, stocks and prices, 2016–17 to
2020–21f

uncompetitive in the Chinese market. China is currently the largest
importer of Australian barley for malting and feed purposes. However,
Australia maintains market access for barley with 58 other markets
including Japan, Vietnam, Thailand and South Korea.

China is expected to remain a significant importer of barley globally.
Demand from China is likely to be met by barley exported from the
Black Sea and European Union, which will be diverted from other
markets. These markets include Saudi Arabia, the second-largest
importer of barley globally. The diversion of Black Sea and EU barley
from feed importers like Saudi Arabia to China is likely to increase
demand for Australian barley exports to those markets—but at lower
prices.

Australia is also the only country with tariff-free market access to the
Indonesian animal feed barley market, with a quota of 500,000 tonnes
per year coming into force July 5 under the Indonesia–Australia
Comprehensive Economic Partnership Agreement (IA–CEPA).

Chinese tariffs on Australian barley are likely to have negative impacts
on China's domestic industries. Australia is the largest exporter of
high-grade malting barley. Chinese buyers of Australian malting barley
will need to shift to higher-priced or lower-quality alternative
sources—this will affect product quality and margins.

f forecast.
Sources: ABARES; IGC; Jumbuk AG; USDA

Opportunities and challenges

Alternative markets for Australian barley

In May 2020, China imposed an 80% tariff on Australian barley
imports. As a result, Australian barley is expected to become
34
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Category a
World
Production
barley
corn
Consumption
Trade
Closing stocks
Stocks-to-use ratio
Corn price b
Barley price c
Australia
Area
barley
grain sorghum
Production
barley
grain sorghum
Domestic use
Exports
value
Closing stocks
Feed barley price d
Malting barley price e

unit

2018-19

2019-20 f

2020-21 f

% change

Mt
Mt
Mt
Mt
Mt
Mt
%
US$/t
US$/t

1,396
139
1,123
1,399
213
347
24.8
167
219

1,406
156
1,115
1,408
204
346
24.6
165
181

1,481
154
1,187
1,447
218
373
25.8
157
176

5.4
-1.2
6.5
2.8
6.8
8.0
0.0
-4.7
-2.7

’000 ha
6,032
4,997
6,013
20.3
’000 ha
4,437
4,050
4,357
7.6
’000 ha
550
143
578
305
kt
11,501
10,462
14,356
37.2
kt
8,819
9,001
10,558
17.3
kt
1,160
298
1,718
477
kt
7,076
5,518
6,645
20.4
kt
5,194
4,912
6,550
33.3
A$m
2,128
1,912
2,103
10.0
kt
1,769
1,805
2,971
64.6
A$/t
378
293
266
-9.4
A$/t
383
311
280
-9.9
a Reported as an aggregation of local marketing years. b US no. 2 yellow corn, fob Gulf. c France feed
barley, fob Rouen. d Feed 1, delivered Geelong. e Gairdner Malt 1, delivered Geelong. f ABARES forecast.
Sources: ABARES; ABS; IGC; ITC Trade Map; Jumbuk Ag; UN Comtrade; USDA
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Crude oil prices are forecast to remain low in 2020–21, constraining
global biodiesel demand. This is expected to continue to place
considerable downward pressure on world vegetable oil prices in
2020–21 and result in lower world oilseed prices.

Emily Dahl

Weak biodiesel demand to constrain oilseed prices

World oilseed prices are forecast to fall in 2020–21. Increased supplies
of crude oil and COVID-19–related lockdowns and travel restrictions
have resulted in historically low crude oil prices. This has led to
substitution away from vegetable oils and falling biodiesel
consumption.

Crude oil and vegetable oil export prices, July 2015 to June 2021

Global demand for protein meal has remained weak in 2019–20 as the
impact of African swine fever continues to constrain feed consumption
in the Chinese pig industry. Feed demand is expected to begin to
recover in 2020–21 due to the expansion of pig herds in China and
increases in pork production elsewhere. However, this will not be
enough to offset the impact of lower oil prices on oilseed prices.

The world soybean price is forecast to average US$344 per tonne in
2020–21, 6% below the 5-year average of US$367 per tonne. Global
canola prices are also forecast to fall in 2020–21 due to constrained
global import demand. The world canola price is forecast to average
US$362 per tonne in 2020–21, 9% below the 5-year average of
US$397 per tonne.

World oilseed production to increase

f ABARES forecast.
Sources: CME group; IGC; US Energy Information Administration
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Global soybean production is forecast to increase in 2020–21, largely
due to increased production in the United States and Brazil. This is
likely to result in world soybean supplies reaching record levels.
Brazilian soybean production is forecast to increase to record levels in
2020–21 because of an expansion in area planted. US soybean
production is forecast to partly rebound in 2020–21, with a
10% increase in area planted. However, it will still be low compared
with previous years. Increased planting is expected to be encouraged
by a partial recovery in Chinese import demand as the impact of
African swine fever on feed consumption begins to fade. Plantings in
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the United States are also expected to benefit from the signing of the
phase one agreement between the United States and China.

Global canola production is forecast to increase marginally in 2020–
21, assuming production increases in Australia and Ukraine. Canadian
canola production is forecast to decline in 2020–21 as Canadian
farmers switch to alternative crops such as wheat and coarse grains in
response to Chinese access restrictions on Canadian canola.

In 2019–20 drought conditions in the 2 major palm oil–producing
countries, Indonesia and Malaysia, reduced global palm oil supply.
Malaysian palm oil production is expected to increase in 2020–21,
assuming favourable growing conditions. In Indonesia, palm oil
production is forecast to increase due to an increase in area harvested.
Palm oil prices are projected to decrease in 2020–21, reflecting the
increase in global supply and weaker import demand.

Chinese demand affecting global soybean trade

Lower import demand as a result of macroeconomic shocks is set to
reduce global oilseed trade. US and Brazilian soybean prices have been
converging since January 2020. This coincides with the finalisation of
the phase one trade deal between the United States and China. China
has granted tariff exemptions for US soybean imports, but US trade
data indicates that the value of US soybean exports to China was down
by 40% between January and March 2020 compared with the same
time last year.

Soybeans are usually the biggest agricultural export from the United
States to China. The drop in the value of US exports comes at a time
when China has agreed to purchase an additional $12.5 billion in
agricultural goods in 2020 as part of the phase one trade deal. The
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macroeconomic shock from COVID-19 is likely to jeopardise China's
ability to meet purchasing targets.

Brazilian exports of soybeans to China have increased, reaching record
levels in April. Favourable growing conditions in Brazil's north have
increased the supply of soybeans, bringing prices down closer to
US prices. A devaluation of the Brazilian real has also boosted
competitiveness. An increase in Brazil's production and exports is
likely to more than offset an expected fall in Argentina's exports as a
result of the Argentine Government's new export tax.

Australian canola production and stocks to increase

Australian canola production is forecast to rise in 2020–21 to
3.2 million tonnes. The winter cropping season has begun well in New
South Wales, Victoria and parts of South Australia. A favourable
forecast for winter rainfall is expected to result in an increase in yields.
Production is expected to return to around the 10-year average to
2018–19, reflecting the forecast increase in planted area and an
expected increase in yields.

Following a small Australian crop in 2019–20, domestic stocks are
significantly lower than average in the lead-up to the next harvest. In
2020–21 Australian canola stocks are forecast to increase to average
levels. Export volumes are also forecast to increase as production
increases. Chinese trade restrictions on Canadian canola continue to
boost import demand for Australian canola.

Price premium for Australian canola projected to
continue

Canadian canola prices (ABARES world indicator price) remain lower
than other canola export prices following the Chinese Government's
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decision in March 2019 to impose restrictions on the 2 largest
Canadian canola exporters. As of 31 March 2020, China is permitting
limited Canadian canola imports to continue, but it has reduced the
allowance of impurities to less than 1%.

Given the tightened restrictions on Canadian canola imports, Australia
is expected to maintain a price premium over Canadian canola in
2020–21 as China re-emerges as a major market for Australian canola.
The price premium for Australian canola relative to Canadian canola is
expected to be lower than it was in 2019–20 because of a forecast
decline in Canadian canola production in 2020–21.

Canola export prices, 1 January 2018 to 29 May 2020

Domestically grown and processed canola meal is a less desirable
substitute because it is lower in protein and higher in energy.

Most of the soybean meal imported into Australia is supplied by
Argentina. In March 2020 the Argentine Government announced an
increase in taxes on selected agricultural exports, including soybean
products (seed, oil and meal). The increase in export tariffs has made
it less attractive for Argentine exporters to export soybean products.
COVID-19–related disruptions to the Argentine supply chain and the
recent closure of a soy processing plant in Argentina have also raised
concerns over the Australian poultry industry's reliance on Argentine
soymeal imports.

This has prompted the Australian feed industry to diversify sources. A
new import permit allowing soymeal to be sourced from a US soy
processing plant is expected to reduce the reliance on Argentine
imports and mitigate the risk to Australia's supply of soymeal. This
will improve feed security for the poultry industry. Domestic poultry
consumption is likely to normalise in the short term following an
initial surge in demand due to COVID-19 restrictions. This will see feed
use return to more normal levels.

Opportunities and challenges

Weak biodiesel demand driving uncertainty in global oilseed
demand

Source: IGC

Security of feed supplies for the Australian poultry
industry

Imports of soybean meal play a vital role in the Australian supply of
stockfeed, especially for poultry. Soybean meal is an essential
ingredient of chicken feed because of its high protein content.
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In recent years, a substantial share of Australian canola exports to
Europe has been used to produce biodiesel. Crude oil prices are
forecast to remain low in 2020–21. This is expected to cause biodiesel
demand to fall in the European Union and introduce considerable
downside uncertainty to global oilseed demand. Australian canola is
likely to face strong competition in the European market in 2020–21.
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unit

2018–19

2019-20 f

2020-21 f

% change

Mt
Mt
Mt
Mt
Mt
Mt
%
US$/t
US$/t

595
576
330
198
175
132
22.8
337
388

571
582
334
197
175
121
20.8
349
366

601
605
340
202
181
116
19.2
344
362

5.1
4.1
1.8
2.7
3.4
-3.9
–
-1.4
-1.1

kt
kt
kt

3,091
2,370
721

2,579
2,334
245

3,870
3,255
616

50.1
39.5
151

kt
2,366
2,329
3,248
kt
1,569
1,540
2,209
A$m
953
1,001
1,325
A$/t
581
608
572
a US no. 2 soybeans, fob Gulf. b Canola, Canada, fob Vancouver. c Delivered Melbourne. f ABARES forecast.
Sources: ABARES; ABS; IGC; USDA

39.5
43.5
32.4
-6.0

Category
World
Production
Consumption
oilseed meal
vegetable oil
Exports
Closing stocks
Stocks-to-use ratio
Soybean indicator price a
Canola indicator price b
Australia
Total production
winter
summer
Canola
Production
Exports
value
Price c
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On the supply side, the current outlook for low crude oil prices and a
weak Brazilian real are expected to continue to drive high sugar
production in Brazil in 2020–21. This is expected to add to rising
production in India and Thailand due to returns to average seasonal
conditions in these countries following poor seasons. Government
support policies in major sugar-producing countries are expected to
continue to impede a reduction in the global area planted to cane.
World production is forecast to rebound to recent highs in 2020–21,
but consumption is expected to recover only slowly.

Charley Xia

World sugar balances, 2014–15 to 2020–21

World sugar prices to remain low

The world indicator price for raw sugar is forecast to fall to
US11 cents per pound in the last quarter of 2019–20 and continue to
decline to a decade low of US10 cents per pound in 2020–21. This
revision comes after Brazilian sugar production increased significantly
due to an expected fall in ethanol production in response to very low
oil prices and the depreciation of the Brazilian real.

Global sugar demand from food industries is expected to contract
because government lockdowns will reduce out-of-home consumption
and lower household incomes will reduce retail sales of products
containing sugar. These factors represent a reversal of events during
the first half of 2019–20, when growing consumption and production
shortfalls in India and Thailand led to a rise in prices.

In 2020–21 prospects for demand and supply will be tied to measures
implemented to control COVID-19 and the speed of economic recovery
worldwide. A slow return to social and economic activities will
continue to dampen demand and increase supply via linkages to
energy markets.
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f ABARES forecast.
Note: October to September year. Volumes are in raw equivalent.

Increasing Indian exports risk further falls in prices

The drawdown of sugar stocks in India slowed in the second quarter of
2020 because of the impacts of COVID-19. Strict national lockdowns
significantly reduced sugar consumption in India, and labour
shortages and limited port operations disrupted Indian exports to the
Middle East and Central Asia.
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The fall in Indian exports during this period contributed to an increase
in the global white sugar premium. This premium and lower energy
costs are providing incentives for toll refineries in the Middle East and
Central Asia to purchase high-quality Brazilian raw sugar for
processing and export as white sugar.

Premium of white sugar price over raw sugar price, January 2016 to
April 2020

Note: The premium is calculated as the difference between the ICE White Sugar Futures
and the ICE Sugar No. 11 Futures.

The build-up of stocks in India put pressure on Indian mills to
accelerate exports in the latter half of 2020. A slower reopening and
recovery of the Indian economy from COVID-19 poses a risk of further
falls in domestic consumption and the exchange rate. These risks are
likely to be realised if the country is slow to contain the pandemic and
the effectiveness of government stimulus remains limited. These
factors could push Indian exports above the current forecast of
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5 million tonnes for 2019–20. If Indian exports exceed 5 million
tonnes, world sugar prices could fall further than expected in the short
term.

Australian supply chain resilient in the wake of COVID-19

Australian sugarcane production is forecast to increase slightly from
last year to around 32 million tonnes in 2020. Late summer and early
autumn rainfall benefited cane yields in central and northern
Queensland. However, production in southern Queensland is forecast
to remain low due to poor yields and reduced area. The average
commercial content of sugar is forecast to fall from the high level
reached last year, contributing to a slight fall in sugar production to
around 4.4 million tonnes. Australian sugar mills have implemented
hygiene and social-distancing measures to combat COVID-19. No
significant disruption to operations has been experienced to date.

The Australian export price of sugar is forecast to remain low.
However, the effect of lower export prices on revenues denominated
in Australian dollars is expected to be partially offset by an assumed
lower exchange rate in 2020–21.

The resilience of the Australian supply chain will likely reaffirm
Australia's reputation as a reliable trading partner in Asian import
markets, where demand prospects look positive relative to the rest of
the world. This is because China, Japan and the Republic of Korea have
partially reopened their economies after containing the initial wave of
COVID-19. Australian exports are also expected to benefit from lower
than expected production in Indonesia, which has reduced import
restrictions. This comes after unfavourable seasonal conditions in late
2019 reduced cane yields and impeded growth of ratoon crops in key
cane-producing provinces in Indonesia. Production shortfalls and
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rising sugar prices in Indonesia are expected to increase Indonesian
import demand in 2020.

Opportunities and challenges

Global capacity to contain COVID-19 and minimise disruptions

The degree to which countries worldwide contain COVID-19 and
resume social and economic activities remains uncertain. Out-of-home
consumption will increase with the reopening of hospitality
businesses, and a recovery in incomes will support confectionary and
beverage sales in supermarkets.

Force majeure clauses have been invoked in India to cancel export
contracts during the country's national lockdown in the second
quarter of 2020. Uncertainty surrounds the capacity of Brazil's Port of
Santos to deliver record high commodity exports if COVID-19 cases
continue to increase in São Paulo state.

Sugar production will likely remain elevated because low crude oil
prices are likely to encourage Brazilian sugar mills to focus on sugar
production as ethanol becomes uncompetitive as a fuel source. Even if
global economic activity rebounds faster than anticipated, demand for
oil will be subdued. This is because government restrictions on
international and domestic travel are likely to continue in some form
until the impact of COVID-19 can be effectively controlled.

A resurgence of COVID-19 infections in Asia remains one of the biggest
risks to Australian sugar exports. A slower than anticipated recovery
of demand in countries such as Japan and the Republic of Korea is
likely to result in Australia facing intense competition in these markets
from Thailand when that country begins its crushing season in
October.

Contractual risks increase amid possible supply chain disruptions

Risks from possible supply-chain disruptions in different countries are
being factored into international contracts for the sale of sugar. This
will continue to affect supply relationships as markets assess relative
risks imposed by COVID-19 in different countries.
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unit

2018–19

2019-20 f

2020-21 f

% change

Mt
Mt
Mt
Mt
Mt
%
USc/lb

185
30.0
184
58.5
83.5
45.4
12.4

179
32.5
183
62.5
79.5
43.4
12.8

187
36.9
184
66.9
82.3
44.7
10.0

4.5
13.5
0.6
7.0
3.6
3.0
– 21.6

’000 ha
395
375
370
kt
4,725
4,518
4,395
kt
3,755
3,809
3,750
A$m
1,530
1,680
1,379
A$/t
39.0
38.0
30.7
a Volumes are raw equivalent. b October–September years. c July–June years. f ABARES forecast.
Sources: ABARES; ABS; ASMC; F.O. Licht; International Sugar Organization; USDA

-1.3
-2.7
-1.6
-17.9
-19.1

Category a
World b
Production
Brazil
Consumption
Exports
Closing stocks
Stocks-to-use ratio
Price
Australia c
Area
Production
Exports
value
Returns to canegrowers
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Price forecasts for cotton and wool have been revised down since
Agricultural commodities: March quarter as a result of the COVID-19
pandemic, associated control measures and low oil prices. Lockdowns
have caused closures of clothing stores and textile mills across the
world. Low oil prices are expected to hold synthetic fibre prices low,
driving strong competition in the use of substitute fibres in textile
blends.

Chris Mornement

Eastern Market Indicator and Cotlook 'A' index, 1995–96 to 2020–
21

Natural fibre prices to fall in 2020–21

The world cotton indicator price is forecast to average
US63 cents per pound in 2020–21, down by 12% from 2019–20.
Interruptions to cotton mill operations during 2020 and expected
price competition from synthetic fibres are expected to keep cotton
prices low throughout 2020–21.

The Eastern Market Indicator (EMI) price for wool is forecast to
average 1,210 cents per kilogram in 2020–21, down by 17% from
2019–20. The EMI is estimated to have fallen by 25% in 2019–20. This
is due to textile manufacturers substituting away from wool in
response to lower demand in major wool-consuming countries.
Closure of clothing stores in these countries is expected to reduce
demand for woollen apparel manufacturing in 2020–21.
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f ABARES forecast.
Sources: ABARES; AWEX; Cotton Outlook

Competition from substitute fibres

If crude oil prices remain low over the short to medium term, prices of
synthetic fibres will also remain low. This will provide an incentive for
manufacturers to substitute more synthetic fibre into textile blends
instead of natural fibres. This incentive for substitution is expected to
put downward pressure on the prices of cotton and fine to medium
wool.
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Indexed prices for substitute fibres, September 2014 to May 2020

demand outlook for wool are expected to provide farmers with an
incentive to turn off lambs rather than promote them into wool flocks.
The number of sheep shorn is also expected to fall because of an
expected move to longer shearing intervals. Lower wool prices and the
uncertain outlook for wool demand reduce the incentive for higherfrequency shearing, which has been used in recent years to cash in on
high wool prices.

Average greasy wool cut per head, 2008–09 to 2020–21

Note: September 2014 = 100. All fibre prices are originally in USc/kg and crude oil is
collected in US$/bbl. 21 micron wool (Wool), Cotlook 'A' Index (Cotton), average of North
Asian acrylic staple fibre 1.5 denier, China polyester staple fibre 1.4 denier 38 mm, Nylon
staple fibre (Synthetics), Brent crude oil (Crude oil).
Sources: Australian Wool Exchange; Cotton Outlook; Fibre2Fashion; US Energy Information
Administration

Wool production to be constrained by low sheep
numbers

Australian shorn wool production is estimated to have fallen by 6.2%
in 2019–20 to 281,000 tonnes. Prolonged dry seasonal conditions
across most wool-growing regions reduced the number of sheep shorn
nationally, and the average wool cut per head fell to a 30-year low.

Shorn wool production is forecast to fall by a further 1.7% in 2020–21
to 276,000 tonnes, despite improved seasonal conditions. The
expected fall in production is driven by a forecast 4.1% fall in the
number of sheep shorn nationally as a result of low opening sheep
numbers. Strong demand for sheep meat and the less favourable
45

Sources: ABARES; Australian Wool Production Forecasting Committee

The average wool cut per head is forecast to increase by 2.4% in
2020–21 to 4.21 kilograms greasy, 5% below the 10-year average to
2018–19. This will partially offset the effects of lower sheep numbers
and less frequent shearing. Average to well above average rainfall over
the wheat–sheep zone since February 2020, particularly in the southeast, has rapidly increased pasture availability and ended the need for
supplementary feeding in most areas. Above median July to September
rainfall is currently forecast across most wool-growing regions and
this is expected to support pasture growth during winter and build soil
moisture ahead of peak pasture production in spring. This should
allow sheep to grow heavier and better-quality fleeces for spring
shearing.
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Lower wool auction clearances and prices are expected to have
reduced the incomes of wool-focused farms more than the incomes of
diversified lamb or cropping farms. The volume of wool sold at auction
from July 2019 to April 2020 was down by 20% from the same period
in 2018–19, and the EMI was down by 38% year-on-year. Low auction
clearances and export volumes throughout 2019–20 are expected to
result in stock accumulating in brokers' and exporters' stores, as well
as on-farm.

World cotton stocks up due to interruptions to milling

World cotton stocks are forecast to rise to 22 million tonnes by the
end of 2020–21, up 4.7 million tonnes since the start of 2019–20. This
rise in stocks is expected to be largely driven by interruptions to
milling of raw cotton in all major consuming countries as a result of
measures implemented to control COVID-19.

Global consumption of raw cotton to recover slowly

The disruption of milling and textile production following the COVID19 lockdown will result in a forecast 14% fall in global consumption of
raw cotton to 22.5 million tonnes in 2019–20. This represents a
downward revision of 3.7 million tonnes. Significant disruptions to
milling and raw cotton imports have occurred in China, India, Pakistan,
Bangladesh and Vietnam—countries that together account for more
than 70% of global cotton consumption each year.

recovery of domestic industrial activity will rely on the easing of
pandemic lockdown measures. Recovery of full production capacity in
mills will depend on the reopening of supply chains (see Opportunities
and challenges).

Global production of cotton to fall but remain high

World cotton production is forecast to fall by 2.8% in 2020–21, largely
driven by an expected 5.5% decrease in planted area in response to an
anticipated fall in the price of cotton. Area planted to cotton in India in
2020–21 has been revised down by 500,000 hectares. The fall would
likely have been larger, but India has a minimum price support scheme
that distorts market signals to Indian producers. Area planted to
cotton in the United States and Pakistan is also forecast to fall due to
farmers planting alternative crops such as maize, soybeans or sugar.
Area planted to cotton in Brazil is forecast to fall by 8% from historical
highs in 2019–20. The fall is expected to be constrained by a weaker
Brazilian real, which is expected to support local currency returns for
Brazilian cotton growers.

World cotton consumption is forecast to increase by 8.4% in 2020–21
to 24.4 million tonnes, although remaining 7% below 2018–19 levels.
Retail sales of apparel fell following store closures during the COVID19 lockdown. As a result, stocks in clothing supply chains are expected
to have increased. Cotton milling and textile production capacity are
likely to recover slowly. Regardless of the health of supply chains,
46
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World production, consumption and stocks-to-use ratio, 2011–12
to 2020–21

f ABARES forecast.
Note: The stocks-to-use ratio is calculated as the ratio between consumption and closing
stocks for each marketing year. Sources: ABARES; USDA

Cotton exports to face a buyer's market during 2020–21

World cotton trade is expected to increase by 3% in 2020–21, driven
by increased milling activity in major importing countries such as
China, Vietnam, Bangladesh, Turkey and Indonesia. Total cotton
supply (the sum of production and opening stocks) in 2020–21 is
forecast to be almost twice as large as consumption, with lower retail
demand for apparel and increased competition from lower-priced
synthetics. As a result, exporters will be competing in a low-price
environment.

Weaker currencies in Brazil and India are expected to help make their
exports competitive, although the United States is still expected to be
the largest exporter of raw cotton.
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Australian cotton crop to begin recovery

Australian cotton production in 2020–21 is forecast to rise to
1.7 million bales, after falling to a 12-year low of 590,000 bales in
2019–20. Recovery from these levels requires significant recharge of
dam levels and soil moisture profiles. The Bureau of Meteorology
winter rainfall outlook, issued on 4 June 2020, forecasts more
favourable planting prospects for the 2020–21 cotton crop. However,
area planted to cotton is still expected to remain relatively low.
Recovery in irrigated cotton production to pre-drought levels
(4.7 million bales in 2017–18) is contingent on significant recharge in
public dams and on-farm storage.

Opportunities and challenges

Demand for textile fibres subject to recovery in disrupted supply
chains

Demand for raw cotton and wool for use in the manufacture of apparel
is determined by production decisions and demand signals at various
points in the clothing supply chain. Mill demand for textile fibres is
determined by downstream demand for yarn and textiles and the
relative prices of the raw fibres. Consumer demand for clothing
determines the price, volume and composition of clothing orders from
manufacturers. These market signals change periodically as
manufacturers adjust fibre mix in response to seasonal changes in
fashion.

The COVID-19 lockdown has caused the closure of clothing stores in
key consumer markets. This resulted in lower revenue for clothing
retailers who have cancelled, delayed or required significant
discounting of imports from clothing manufacturers. Cancellations and
delays of contracts with manufacturers have fed through to
cancellations and delays of textile fibre imports.
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Retail demand for clothing is likely to be slow to recover to pre-COVID19 levels. This will reduce the volumes and prices of forthcoming
contracts sent upstream in the supply chain. High-value apparel
containing niche natural fibres such as wool or cashmere is expected
to recover very slowly. This is because high-end shopping tends to be
more responsive to income effects and more constrained to in-person
purchases.

COVID-19 lockdowns in manufacturing countries interrupted
production of yarn, textiles and clothing. Manufacturing will not return
to pre-pandemic levels until lockdown and social-distancing measures
are eased. Mills and manufacturers will have accumulated stores of
unsold goods and unused raw materials, so demand for raw fibres may
be slow to return to pre-COVID-19 levels. Without a large volume of
long-term supply contracts issued to manufacturers going forward,
manufacturers may not have the need to run at full capacity or
purchase large volumes of natural fibres until the supply chain starts
to function normally again.
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Consumer confidence index, January 2014 to April 2020

Note: Amplitude-adjusted. Normal (long-term average) = 100. An indicator above
100 signals a boost in consumer confidence about the future economic situation. Data for
China is only available up to March 2020. Eurozone comprises Austria, Belgium, Cyprus,
Estonia, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg,
Malta, Netherlands, Portugal, Slovak Republic, Slovenia and Spain.
Source: OECD
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Category
Wool
Australia
Sheep shorn
Wool production
Shorn
Total a
Exports
Volume
Greasy
Total b
Value
Greasy
Total b
Eastern Market Indicator c
Cotton
World d
Production
Consumption
Exports
Closing stocks
Cotlook ‘A’ index
Australia
Area harvested
Lint production
Exports
Volume
Value
Gin-gate returns e

unit

2018–19

2019–20 f

2020–21 f

% change

million

72.5

68.4

65.6

-4.1

kt
kt

300
379

281
356

276
349

-1.8
-1.7

kt
kt

270
393

248
347

257
360

3.6
3.6

A$m
A$m
Ac/kg

3,511
4,152
1,939

2,589
3,024
1,450

2,239
2,614
1,210

-13.5
-13.5
-16.6

Mt
Mt
Mt
Mt
USc/lb

25.9
26.2
9.0
17.4
84.4

26.1
22.5
8.7
21.0
71.5

25.4
24.4
9.0
22.0
63.0

-2.8
8.4
3.4
4.9
-11.9

’000 ha
kt

343
485

59.7
134

191
384

220
187

kt
896
327
195
-40.2
A$m
2,556
946
498
-47.3
A$/bale
619
617
583
-5.4
a Includes sheepskins, shorn and fellmongered wool. b Includes sheepskins, greasy and semi-processed wool. c
Clean equivalent. d August–July years. e Value of lint and cottonseed less ginning costs. f ABARES forecast.
Sources: ABARES; ABS; AWEX; Cotton Australia; Cotton Outlook; OECD; USDA
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Prices to remain high, reflecting tight supply

The average saleyard price of steers and cows is forecast to increase
by 4% in 2020–21 to 556 cents per kilogram. Saleyard prices are
expected to remain high in 2020–21, reflecting lower turn-off from a
smaller national herd and high demand from restockers. Global
demand is expected to remain robust in the short term. However, the
COVID-19 pandemic has increased uncertainty in export markets.

In contrast, producers in the west and tropical north are yet to
experience much improvement in production conditions after a drier
than average wet season in 2019–20. According to the NT Department
of Primary Industries Pastoral feed outlook for April 2020, most
districts experienced below average to extremely low pasture growth
for the 2019–20 growing season. Improved rainfall and pasture
growth during the second half of the northern wet season (February to
April), was not sufficient to restore pastures to average levels in many
regions. Winter is typically a period of low rainfall and pasture growth,
so a recovery in pasture biomass will require a more favourable
monsoon in the summer of 2020–21.

Total standing dry matter (relative to historical average),
30 May 2020

Improved production conditions in early 2020

Most beef-producing regions in Australia were severely affected by
2 years of drought. Since February, widespread and above average
rainfall has led to rapid pasture growth, particularly in the south-east.

The AussieGRASS pasture growth model shows that as at
30 May 2020, total standing dry matter (an indication of pasture
availability) was at well above average or extremely high levels in
much of south-east Australia. This is in stark contrast to the extremely
low levels in most beef-producing regions at the end of January. The
model is predicting above average pasture growth over winter for
most of the eastern seaboard, particularly in Queensland.
50

Source: AussieGRASS model, Queensland Government
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Most likely tercile for pasture growth, June to August 2020

The rapid improvement in production conditions in much of southern
and eastern Australia in early 2020 has encouraged many producers
to consider restocking, and led to strong livestock prices. For example,
the Eastern Young Cattle Indicator increased rapidly in early 2020,
reaching 766 cents per kilogram (carcase weight) by mid-March,
compared with an average of around 506 cents per kilogram in the
first half of 2019–20.

Source: AussieGRASS model, Queensland Government

Production to fall in 2020–21 as herd rebuilding
commences

Beef production is forecast to fall by 17% in 2020–21 to
1.9 million tonnes, compared with a forecast 2.3 million tonnes in
2019–20.

Slaughter began to slow in February 2020, falling by an average of 7%
year-on-year between February and April. Results from the Meat &
Livestock Australia eastern states slaughter survey indicate this trend
continued in May. Lower slaughter was partially offset by high average
slaughter weights. This reflects the high number of animals in feedlots
and a declining share of females.
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The Australian beef cattle herd is forecast to move into a period of
gradual restocking to reach 21.5 million head by June 2021. By the end
of 2019–20, the Australian beef herd is estimated to fall to
21.1 million, the smallest recorded since 1989–90. A smaller breeding
herd, combined with strong competition between restockers,
processors and feedlotters, will constrain production and exports over
the short term.

The proportion of females in total slaughter has been elevated since
2018 due to drought-related destocking, but numbers have moderated
in recent months. High rates of female slaughter mean a smaller future
breeding herd and production potential. After averaging 56% in 2019,
female slaughter rates fell to an average of 52% in the first 3 months of
2020. Female slaughter rates lower than around 47% indicate herd
rebuilding is taking place.

In Queensland, female slaughter rates averaged 44% between January
and May. In New South Wales, female slaughter fell in recent months,
but as of the end of May was yet to show a clear trend towards
rebuilding. Female slaughter rates are expected to continue to fall
throughout 2020 as herd rebuilding gains momentum. However, the
high price of restocker animals and limited cash flow after years of
drought will limit the pace of rebuilding for some producers.
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Export value to moderate from historic highs

Australian beef and veal export volumes, 2018 to 2020

The value of Australian beef exports is forecast to reach a record
$11.0 billion in 2019–20, as a result of high drought-related turn-off
and high global prices. The value of exports reached historic highs in
the first 9 months of 2019–20, increasing by 26% compared with the
same period last year. This was a result of higher volumes (up 10%
year-on-year) and higher average export unit values (up 14%). The
ongoing shortage of protein as a result of outbreaks of African swine
fever in China has supported global beef prices.

Australian beef and veal average export unit values 2018 to 2020

The volume of beef exports is forecast to fall by 22% in 2020–21 to
995,000 tonnes, in line with the forecast fall in production (see
Agricultural trade implications, vol. 9). However, expected increases in
export prices mean that the total value of beef and veal exports is
forecast to fall by 19%, to $8.9 billion. Exports to all major markets are
forecast to fall in 2020–21. However, falls in exports to China and the
United States are expected to be larger in percentage terms than to the
Republic of Korea and Japan.

Data to March 2020, indicates that the overall impact of COVID-19 on
Australia's beef exports has been small. Disruptions were evident in
some markets during the first quarter of 2020, but both the volume
and value of exports rose year-on-year. Average export unit values
were 5% higher in the first quarter of 2020 compared with the
previous quarter, and 16% higher than the same quarter last year.
This was partly the result of a lower Australian dollar, which
depreciated sharply in March. Exports of high-value products normally
destined for foreign food service channels were disproportionately
affected early in the pandemic. This supply chain was supported by the
international freight assistance mechanism.
52

Source: Australian Bureau of Statistics
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The volume of beef exports to China is expected to reach
324,000 tonnes in 2019–20, up from 228,000 tonnes last year. Beef
exports to China defied the usual seasonal pattern, falling between
January and February as a result of COVID-19–related disruptions.
Sales of chilled beef remained strong, but frozen exports fell by 22% in
February month-on-month, and by 16% year-on-year. This relatively
large fall in frozen exports to China may reflect an accumulation in
inventories in January due to lower than anticipated demand during
the Chinese Lunar New Year. Exports to China recovered somewhat in
March (by 9% month-on-month), but were still lower than would have
been expected without COVID-19.

Exports to the United States are forecast to reach 226,000 tonnes in
2019–20, 6% lower than 2018–19. Exports to the United States were
also lower than expected in March, falling by 23% year-on-year after
strong export demand in January and February. Forward indicators
suggest that export volumes to the United States fell again in April.
Demand from the United States was affected by closures in the food
service sector, where much of the frozen beef exported by Australia is
used in hamburger patties. It is likely that demand has also been
limited by disruptions to meat processing capacity in the United
States. Australian beef is relatively lean, and post-import processing in
the United States often involves combining it with fattier trimmings
sourced domestically.

Export volumes to other major markets such as Japan and Korea
remained relatively unaffected by extensive COVID-19–related
restrictions in both countries, with retail sales remaining relatively
strong.
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Average export prices are expected to rise slightly in 2020–21. The
impact of African swine fever in Asia has increased demand for
substitutes like Australian beef, a situation that is likely to persist for
several years. This is expected to more than offset downward pressure
on demand for high-value cuts due to restrictions on restaurants and
falling household incomes in the wake of the COVID-19 pandemic. The
Australian dollar also regained some of its lost value in April but is
expected to remain lower than pre-COVID-19 levels, improving the
competitiveness of Australian beef on world markets.

Live export

The volume of live feeder and slaughter cattle exports reached record
levels in the first 9 months of 2019–20, increasing by 13% compared
with the same period in 2018–19. Live exports are forecast to fall
by 25% in 2020–21 to around 900,000 head. This reflects tighter
domestic supply and falling demand as responses to COVID-19 reduce
household incomes in importing countries such as Indonesia. On
balance, average export prices are expected to increase slightly as the
effect of tightening supplies more than offsets falling demand. This
forecast depends on the uncertain duration and severity of COVID-19
impacts on demand.

The Australian live cattle industry relies heavily on demand from
Indonesia, its largest market (see Agricultural trade implications,
vol. 7). Prices for Australian live cattle sold to Indonesian buyers fell
by about a third between mid-March and mid-April. This was largely a
result of COVID-19 disruptions decreasing expected returns to
Indonesian feedlotters. The Indonesian rupiah fell to its lowest level in
20 years. The demand outlook remains weak as a result of falling
incomes and government restrictions on travel and gatherings.
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Indonesian consumers are substituting away from wet markets
towards buying imported boxed beef through supermarkets or online
platforms. These products are often sourced from Australia. This trend
has also dampened the outlook for feedlotters importing live cattle
from Australia. The fall in live cattle exports to Indonesia in the first
9 months of 2019–20 was more than offset by growth in our second
most important market, Vietnam—a country that has had considerable
success in managing the spread of COVID-19.

Weekly live export prices to Indonesia, ex Darwin, 6 January 2018
to 6 May 2020

Opportunities and challenges

Outbreaks of COVID-19 have affected meat production and exports in
some major producing countries around the world, including the
United States, Brazil and India. In the United States, widespread
outbreaks in meat processing facilities led to cattle slaughter falling by
54

Changes in consumer preferences

A major challenge facing the beef industry is reduced demand for highquality cuts, as a result of disruptions to the food service and tourism
industries, and lower household incomes. However, changes in
consumer preferences in response to COVID-19 may benefit sales of
Australian beef. For example, Chinese consumers have been
substituting away from wet markets towards large supermarkets and
online sales—distribution channels that favour Australian beef.

The same consumer trend is evident in Indonesia, but this is leading to
an increase in demand for Australian boxed beef, and a decrease in
demand for Australian live exports. In 2018 Australia accounted
for 42% of Indonesian beef imports (by value and volume), despite
intense competition from cost-competitive Indian carabeef. Australian
beef is typically sold in supermarkets, food service or hotels. Indian
carabeef is typically sold in wet markets, to bakso (meatball)
manufacturers or in food service.

Source: Meat & Livestock Australia

Benefits if Australia can control COVID-19

more than 30% between March and April. This reduction in capacity
led to a surge in US beef prices and a fall in cattle prices. If Australia is
able to maintain low levels of community transmission and keep
supply chains functioning efficiently, Australian beef producers may
benefit from temporary supply disruptions in competing nations. It
could also help Australia build its reputation as a reliable supplier of
quality meat.

Tight profit margins for the feedlotting industry

After reaching a record high number of animals in feedlots at the end
of 2019, the number of animals on feed fell by 12% in the March
quarter of 2020. Rapid pasture growth in the autumn of 2020
increased saleyard prices for feedlotters who are competing with
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restockers for a relatively small supply of animals. At the same time,
responses to COVID-19 have increased uncertainty in beef markets,
and reduced returns for the high-quality grain-fed cuts favoured by
export markets. The number of animals on feed is likely to continue to
fall in 2020–21.

Suspension of 4 major abattoirs from the Chinese market

In early May, China suspended 4 major Australian red meat processors
from the Chinese market, citing inconsistencies with labelling and
consignment certificates. It is unclear how long these suspensions will
last.
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Category
Australia
Cattle ab
beef cattle a
Slaughterings
Production
Exports
Japan
United States
China
Korea, Rep. of
World
value
Live feeder/slaughter cattle exports c
value
Prices
Saleyard cattle d
United States import e
Japan import g

56

unit

2018-19

2019-20 f

2020-21 f

% change

million
million
’000
kt (cw)

24.7
22.4
8,703
2,352

23.4
21.1
8,564
2,342

23.8
21.5
6,953
1,945

1.8
2.0
-18.8
-16.9

kt (sw)
kt (sw)
kt (sw)
kt (sw)
kt (sw)
A$m
’000
A$m

302
241
228
189
1,222
9,476
1,125
1,368

284
226
324
167
1,270
10,973
1,200
1,484

236
161
227
151
995
8,856
900
1,125

-16.9
-28.8
-29.9
-9.6
-21.7
-19.3
-25.0
-24.2

Ac/kg (cw)
USc/kg
USc/kg

446
439
640

535
510
658

556
480
629

3.9
-5.9
-4.5
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pandemic has increased uncertainty around the short-term demand
for Australia's sheep meat exports.

Mikayla Bruce

Processor Lamb Indicator (CV19)—National and export unit value
for lamb, January 2019 to June 2021

Saleyard prices of lamb and sheep to remain steady

The average saleyard price of lamb is forecast to reach 802 cents per
kilogram in 2020–21, slightly under the average for 2019–20. Strong
competition between processors and restockers in the latter half of
2019–20 contributed to high saleyard prices. A forecast increase in
lamb production in 2020–21 is expected to ease this competition
slightly. Strong prices have been accompanied by consistent export
demand throughout the COVID-19 pandemic. The 2020–21 forecast
price remains 23% above the 5-year average of 654 cents per
kilogram.

Saleyard sheep prices in 2020–21 are forecast to reach 586 cents per
kilogram due to sustained export demand for mutton and limited
supply from drought-depleted flocks. The forecast saleyard price for
mutton is 34% above the 5-year average of 436 cents per kilogram.
Global demand for sheep meat is expected to remain robust in the
short term. African swine fever has limited production of Chinese
pork. This has increased import demand for alternative protein
sources. Demand is expected to remain strong, but the COVID-19
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f ABARES forecast.
Note: The Processor Lamb Indicator (CV19)—National is an average price per head for
processor lambs reported by Meat & Livestock Australia. The indicator was developed
after COVID-19 restrictions limited data collection capabilities for reporting standard price
indicators.
Sources: ABARES; Australian Bureau of Statistics; Meat & Livestock Australia

Delayed national flock rebuilding despite improved
production conditions

Substantial rainfall since February has improved pasture availability
in most major sheep-producing regions. However, this is not expected
to lead immediately to flock rebuilding. Many producers will be
looking to increase cash flow after 2 years of drought and some will
focus on pasture recovery before fully restocking.

The national sheep flock is forecast to remain at just under 63 million
head in 2020–21. For mixed enterprises, favourable conditions are

ABARES Agricultural Commodities vol. 10 no.2, June quarter 2020

Sheep meat

providing an economic incentive to plant crops. This will limit the
availability of land for flock rebuilding. Some graziers are expected to
buy in lambs or use agistment to generate cash flow. The expected
delay in flock rebuilding will limit the supply of Australian sheep meat
over the medium term, helping to support high saleyard prices.

Lambs marked and total turn-off, 2000–01 to 2020–21

prices provided producers with the economic incentive to sell less
productive ewes. In 2020–21 the proportion of ewes joined is
expected to increase relative to 2019–20 as a result of improved
seasonal conditions and higher fertility of the remaining flocks. A
return to more favourable conditions is expected to result in heavier
carcase weights, partly offsetting the effect of lower ewe turn-off on
production.

Lamb production to remain high

Lamb production is expected to continue to be high in 2020–21 at
around 490,000 tonnes carcase weight, 4% higher than 2019–20.
Producers are expected to maintain high levels of turn-off to capture
high lamb prices. Uncertainty in the wool market and increased debt
are likely to result in many producers focusing on breeding lambs for
meat production rather than investing in replacing breeding stock.
This is expected to lead to a higher proportion of ewes joined with
meat breeds. This will cause a short-term change in the composition of
the sheep flock, with higher turnover of lambs and less promotion of
lambs for wool production.

f ABARES forecast.
Sources: ABARES; Australian Bureau of Statistics

Sheep meat production to fall

Sheep meat production is forecast to fall by 2.2% in 2020–21 to
668,000 tonnes carcase weight. The forecast fall in production can be
attributed to the depleted national flock.

Sheep production to fall

A fall in mutton production of 17% in 2020–21 to 178,000 tonnes
carcase weight will be the main driver of lower sheep meat
production. Destocking during 2019–20 left many producers with only
their core breeding flocks. Drought-related feeding costs and high
58
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Lamb and mutton production and weighted average saleyard
prices, 2009–10 to 2020–21

f ABARES forecast.
Sources: ABARES; Australian Bureau of Statistics

Strong export demand likely to continue despite
uncertainty
Global demand for sheep meat

The United States and China are the most important markets for
Australian sheep meat. African swine fever continues to limit pork
production in China, the largest importer by volume of Australian
sheep meat. The protein gap in the Chinese supply chain has driven
strong export demand for Australian sheep meat. This has increased
China's sheep meat imports by 27% in the first 9 months of 2019–20,
compared with the same period last year. Sheep exports to China
continued to increase until the first case of COVID-19 was detected in
Wuhan. Exports rose by 78% in October and 69% in November 2019,
compared with the same period in 2018.

59

The consistent increase in export demand from China in recent years
has also been driven by rising consumer incomes. As a result, a
slowing in income growth is expected to slow the growth in export
demand. However, since the start of the COVID-19 pandemic, middleclass Chinese consumers have shown a preference for supermarket
and online sales—distribution channels that favour Australian meat.
Export demand from China is expected to remain strong in 2020–21
despite uncertainty about the effects of COVID-19.

In the first 9 months of 2019–20, the United States accounted for 21%
of the total value of Australian lamb exports. The United States
imports primarily higher-value lamb, so COVID-19 presents a risk to
the outlook. In the United States, lamb is a specialty product that is
popular among migrant communities and is largely consumed in the
food service industry. The average export unit value for sheep meat to
the United States was $11.9 per kilogram in 2019–20 (year to March),
compared with $7 per kilogram in China. Disruptions to the US food
service industry and lower household incomes are expected to
constrain consumer demand in 2020–21. The depreciation of the
Australian dollar in the first quarter of 2020 has improved the
affordability of Australian exports, providing some buffer against
lower demand.

Global supply of sheep meat

Australia's main competitor in the sheep meat export market is New
Zealand. Together, Australia and New Zealand account for 71% of
world sheep meat exports, but only produce 8% of global production.
Drought conditions in Australia and the expansion of the dairy
industry in New Zealand have restricted the volume of sheep meat
available for export. Constrained global export supplies of sheep meat
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in 2020–21 are expected to maintain high export prices despite the
demand effects associated with COVID-19.

Australian sheep meat production and export value, July 2018 to
March 2020

Oman. The announcement of the permanent ban provides certainty to
producers and will have only a limited additional impact on Australian
live sheep exports because a temporary ban during the northern
hemisphere summer has been in place since 2018.

Value of Australian sheep exports, 2010–11 to 2020–21

Sources: ABARES; Australian Bureau of Statistics

Australian sheep meat exports

The value of sheep meat exports is forecast to fall by 4% in 2020–21,
but the value of lamb exports is forecast to rise to $2.8 billion. Lamb
export volumes are forecast to increase by 6% to 290,000 tonnes
shipped weight, in line with the forecast increase in lamb production.
This will be more than offset by a 17% fall in the export value of
mutton to $1.2 billion as a result of a 16% fall in mutton export
volumes to 149,000 tonnes shipped weight.

Live exports

Live exports are forecast to remain at around 1.1 million head in
2020–21. As of 1 May 2020, Australian live sheep exports will not take
place to, or through, the Middle East from 1 June to 14 September. The
ban will apply for additional periods for live exports to Qatar and
60

f ABARES forecast.
Sources: ABARES; Australian Bureau of Statistics

Opportunities and challenges

Alternative scenario for flock rebuilding

Flock rebuilding is expected to be delayed beyond 2020–21 as
producers seek to increase cash flow to service increased debt
accumulated during the drought. However, producers may choose to
take advantage of the improvement in seasonal conditions to rebuild
their drought-depleted stocks faster than forecast. Rebuilding requires
promotion of lambs into the flock and reduced turn-off of ewes. If flock
rebuilding commenced in 2020–21, this would further restrict the
production of lamb and mutton. Short-term restrictions in the supply
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of sheep during the rebuilding phase would increase competition
between processors and restockers at saleyards and place significant
upward pressure on saleyard prices.

High-quality lamb consumption susceptible to COVID-19 demand
recovery

Within Australia, restrictions enforced to slow the spread of COVID-19
are beginning to be lifted. Opening of the food service industry is
expected to help restore the market for high-quality lamb in Australia
and in export markets. However, the risk of further waves of COVID-19
infections could result in the imposition of new restrictions or longterm closures in the food service industry in Australia and major
importing countries, including the United States and China. Further
shutdowns in the United States present a downside risk for forecast
exports of high-quality Australian sheep meat, given the large
proportion of sheep meat consumed by the US food service industry.

Australia a reliable source of red meat

The meat processing industry has been a hotspot for COVID-19
outbreaks, including in major red meat exporting countries such as the
United States and Brazil. If Australia can maintain meat processing
capacity, producers could benefit from supply disruptions in other red
meat exporting countries. This may also help build on Australia's
reputation as a reliable source of red meat.
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unit

2018–19

2019–20 f

2020–21 f

% change

million

65.8

62.7

62.6

-0.2

’000
’000

22,086
9,730

20,700
9,000

21,600
7,500

4.3
-16.7

kt (cw)

732

683

668

-2.2

kt (sw)
$m
’000
$m

489
3,865
925
121

452
4,118
1,001
157

439
3,943
1,056
155

-2.9
-4.2
5.5
-0.9

c/kg (cw)
723
c/kg (cw)
452
a At 30 June. b Weighted Average Saleyard Prices. f ABARES forecast.
Sources: ABARES; ABS; MLA

810
580

802
586

-1.0
1.0

Category
Australia
Sheep a
Slaughterings
Lambs
Sheep
Production
Sheep meat
Exports
Sheep meat
value
Live sheep
value
Prices b
Lambs
Sheep
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demand for higher-value products is expected to result in lower prices
for butter and cheese. Substitution to lower-cost dairy products, such
as powders, will support prices for those commodities.

Damien Thomson

Farmgate milk price to fall

The farmgate price of milk in Australia is forecast to average
47.9 cents per litre in 2020–21, down by 9% from the high levels of
2019–20. Measures implemented to control the COVID-19 pandemic
are expected to reduce incomes in all of Australia's major dairy export
markets. This will reduce demand for dairy products and push world
prices down. The global supply of dairy products is expected to
increase in 2020–21 due to favourable seasonal conditions in the
United States and the European Union.

A weaker Australian dollar and competition among processors for
milk supplies are expected to partially offset downward influences on
farmgate milk prices. However, processors have been cautious in their
initial contract offers of milk prices released on 1 June 2020. This is
due to uncertainty about demand recovery—especially for high-value
products—once COVID-19 lockdowns are lifted.

Global prices to fall due to weaker demand

Global prices of dairy products are forecast to fall in 2020–21. Falls in
incomes caused by COVID-19 control measures are causing consumers
in international markets to review discretionary spending. Weaker
63

Prices for butter are expected to fall by 15% and cheese by 12%. Skim
milk powder (SMP) is relatively inexpensive and demand is less
responsive to changes in income. The expected price fall of 9% will be
supported by implementation of private storage aid in the European
Union. Whole milk powder (WMP) prices are expected to fall by 16%.
The fall in WMP is greater than for SMP because it is used in highervalue products, where demand is more responsive to changes in
income. Chinese WMP inventories have also increased due to
redirection of milk from food service products to WMP production.

World dairy prices, 2007–08 to 2020–21

f ABARES forecast.

Despite slightly lower production in New Zealand due to adverse
seasonal conditions, aggregate production among the big exporters is
expected to be marginally higher in 2019–20 and is forecast to
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increase slightly in 2020–21. Favourable seasonal conditions and
government support in response to COVID-19 in the European Union
and the United States have supported milk production. High
production and stocks are expected to maintain downward pressure
on prices even after the COVID-19 recovery.

Year-on-year change and total milk production, 2000–01 to 2020–
21

Domestic production to recover with improved seasonal
conditions

Australian milk production is expected to remain steady in 2019–20,
an upwards revision of 3% from Agricultural commodities: March
quarter 2020.

Production has recovered strongly in the second half of 2019–20
following poor drought conditions in 2019. Dairy farmers are expected
to retain cows for herd rebuilding for the remainder of 2019–20 and
into 2020–21 as input prices ease and pasture growth improves. The
high level of culling during the drought is expected to have improved
the average productivity of herds because the least productive cows
were likely to have been culled first.

f ABARES forecast.
Sources: ABARES; Australian Bureau of Statistics; Dairy Australia

Average to wetter than average conditions forecast for June to
August 2020 are expected to improve milk yields in some regions and
encourage continued herd rebuilding. Milk production is forecast to
increase only marginally. Without strong recovery in domestic milk
production, competition between processors for milk supplies will
only ease if export demand falls significantly due to the COVID-19
pandemic.

Opportunities and challenges
Global volatility and uncertainty

Uncertainty around the COVID-19 recovery poses a risk to the
Australian dairy industry. For example, the shutdown of the food
service sector in China diverted large volumes of milk destined for
cheese and butter products into WMP, causing an increase in
inventories. This may reduce China's demand for Australian WMP
64
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exports. Volatility in the global market due to trade disputes described
in Agricultural commodities: March quarter 2020 is also likely to
continue.

Structural adjustment pressures

Average incomes for Australian dairy farms fluctuate widely each year,
largely in response to changes in farm costs resulting from prevailing
seasonal conditions and variations in world dairy prices. Incomes
exceed cash costs in most years, but lower income years are
predominantly driven by high costs caused by poorer conditions. The
ability to manage poorer conditions varies across individual farms and
regions.

Recent ABARES analysis suggests water allocation prices in the
southern Murray–Darling Basin will likely decrease from $597 per ML
in 2019–20 to around $354 per ML in 2020–21 under average
seasonal conditions (see Water note). However, prices are likely to
remain high in 2020–21 compared with the historical average (around
$200 per ML). This is because it will take consecutive years of good
rainfall and water recharge to lower water prices. As a result, dairy
farms that rely on purchasing temporary allocations to grow fodder
will be exposed to high water prices, and may need to consider other
options such as buying fodder directly or adjusting the size of their
herd.

Milk pricing is complex. Prices vary for different months, regions and
quality specifications. Agreements can be exclusive or non-exclusive
and some contracts offer productivity incentives for supplying
additional milk. The table indicates opening prices that an average
dairy farm would receive in each processor's catchment.

Indicative milk prices offered by major processors, 2020–21
season
Processor

Opening milk price per kilogram milk solids
($)

Australian Consolidated Milk

6.30–6.90

Bega Cheese (Southern Victoria)

6.40

Bega Cheese (Northern Victoria)
Beston Global Food Company
Brownes Dairy

Bulla

Burra Foods
Fonterra

Harvey Fresh

Lion Dairy & Drinks

Saputo

Source: Dairy processors

Dairy code of conduct takes effect

Dairy processors published milk supply agreements for 2020–21 on
1 June 2020 as part of the requirements of the mandatory Dairy
Industry Code of Conduct. This requirement improves transparency in
trading of milk and enables farms to more easily compare competing
offers.
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6.55
7.20

7.00

6.30–6.70
6.00–6.40
6.40
7.20

7.00

6.40
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Category
Australia
Cows a
Milk yields
Production
Total milk
market sales
manufacturing
Butter b
Cheese c
Whole milk powder
Skim milk powder
Farmgate milk price
Value of exports
World prices
Butter
Cheese
Skim milk powder
Whole milk powder

unit

2018–19

2019–20 f

2020–21 f

% change

’000
L/cow

1,376
6,389

1,370
6,412

1,375
6,455

0.4
0.7

ML
ML
ML
kt
kt
kt
kt
Ac/L
A$m

8,793
2,484
6,309
73.3
381
47.5
177
49.7
3,188

8,785
2,499
6,285
65.0
390
45.0
165
52.4
3,308

8,876
2,531
6,345
68.0
392
46.0
170
47.9
3,373

1.0
1.3
0.9
4.6
0.5
2.2
3.0
-8.6
2.0

US$/t
5,144
4,473
3,804
-15.0
US$/t
4,075
4,190
3,708
-11.5
US$/t
2,298
2,733
2,492
-8.8
US$/t
3,190
3,306
2,767
-16.3
a At 30 June. b Includes the butter equivalent of butter oil, butter concentrate, dry butterfat and ghee. c Excludes
processed cheese. f ABARES forecast.
Sources: ABARES; ABS; Dairy Australia
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Australian rice markets in 2020
James Fell, James Frilay, Jared Greenville and Tim Westwood

the 2019 harvest in southern New South Wales was medium or short
grain varieties (Sunrice 2019).

Australian rice production, 1954–55 to 2018–19

Rice in the news

Rice supply in Australia has recently gained attention as consumer
grocery spending accelerated with the onset of the COVID-19
pandemic. Retail spending increased by 8.5% in March 2020,
predominately in the grocery sector (ABS 2020a). This created
shortages in a number of products on supermarket shelves, including
rice. It occurred at a time when Australian grown rice stocks and
production were low due to poor seasonal conditions over the past
few years.

Rice production in Australia fluctuates significantly

Rice production in Australia is highly variable, reflecting water
availability and the prices of alternative crops. Rice is sown from
October to December and harvested in March to May in southern New
South Wales.

Rice is a relatively minor crop in Australia and contributed around
0.4% of the total value of agricultural production in 2017–18
(ABS 2019a). Australian farmers have recently harvested
approximately 57,000 tonnes of rice for the 2019–20 crop. Regionally
important rice-growing centres are around Leeton, Griffith, Deniliquin
and Coleambally.
Most rice is grown in southern New South Wales. Australia also
produces small volumes of rice in Queensland, Western Australia and
the Northern Territory. Most of the rice produced in Australia is
medium grain rice, the majority of which is exported. Ninety one%of
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Sources: ABARES (2020a, 2020b); ABS (2019a, 2019b)

Rice producing farms have a broad output mix

Farms that produce rice also typically produce other crops using
irrigation water, such as cotton, pastures and perennial horticulture,
as well as dryland crops such as wheat. Many also have beef and sheep
enterprises.

The relative profitability of enterprises that can be carried out on riceproducing farms varies from year to year with commodity and water
prices and seasonal conditions. As farmers react to these changes, the
number of farms producing rice varies substantially from close to no
farms in dry years (2007–08) up to over 800 farms when seasonal
conditions are better (such as 2011–12) (ABS 2019b).

Changes in technology have also altered the profitability of rice
compared with other enterprises on these farms. For example, in
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recent years, improved technology including new varieties have led to
an increase in cotton plantings in southern New South Wales, which
has had a downward influence on rice production. In 2017–18 farmers
in southern New South Wales opted to plant more irrigated cotton
than rice (ABS 2019b).

The proportion of total farm receipts generated by rice in the years it
is grown has fluctuated widely, from a low of around 5% in 2007–08
to a high of 45% in 2013–14. Over the 3 years to 2018–19 around 80%
of the total cash receipts generated by rice-producing farms came from
activities other than rice (ABARES, forthcoming).
Rice-producing farms tend to own substantial volumes of water
entitlements. On average, farms that grew rice in the Murrumbidgee
region in 2017–18 held 3,030 ML of general security water
entitlements. The average area sown to rice in this region was 148
hectares and the average volume of water applied to rice crops was
1,781 ML.

The water available to rice farmers through general security
allocations can vary dramatically year-to-year with seasonal
conditions. General security allocations for the last ten years averaged
49% for the New South Wales Murray catchment and 52% for the
Murrumbidgee catchment. However, in the three years to 2019–20 dry
seasons have meant that allocations have averaged 17% for the
NSW Murray and 21% for the Murrumbidgee.
Rice producing farms that own water licences have the choice of using
water allocations for production, or selling them on the temporary
water market. Most rice-producing farms are active participants in
water markets—88% of farms that grew rice in the Murrumbidgee
region and 48% of those in the Murray region were buyers or sellers
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of water in 2017–18 (ABARES forthcoming). Typically when water
prices are low farms that produce rice purchase water allocations and
when prices are high they sell water allocations.

Percentage of receipts for rice-growing farms in the southern
Murray–Darling Basin, 2016–17 to 2018–19

Source: ABARES Murray-Darling Basin Irrigation Survey

Rice production expected to improve in 2020–21

The latest Bureau of Meteorology seasonal outlook suggest that water
availability is likely to improve in 2020–21, lifting the volume and
value of irrigated crops such as rice. ABARES forecasts that a return to
average seasonal conditions and a fall in water prices would lead to an
increase in rice production, from 57,000 tonnes in 2019–20 to around
266,000 tonnes in 2020–21, still well below the 10 year average to
2018–19 of 629,000 tonnes. Most of the forecast production in 2020–
21 (around 257,000 tonnes) is forecast to be grown in the southern
Murray–Darling Basin, where a very wet year would be needed for
production to return to over 400,000 tonnes.
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Total rice production, scenario forecasts for 2020–21, southern
Murray–Darling Basin

markets. The main export destinations are the Middle East and
Oceania.

Global exporters of medium grain rice in 2019

Sources: ABARES estimates

Over the longer term, fundamental changes in demand for water and
relatively low returns from rice production mean that Australia is
likely to grow less rice. Instead, water will be reallocated to crops
generating higher returns. This type of structural adjustment raises
the value of the agriculture sector as a whole, but may reallocate
activity to different communities.

Note: Figure shows a selection of medium grain rice exporters for 2019. EU exports are
japonica and Sep 2018 to Aug 2019.
Sources: ABARES (2020b); China Customs (2020); European Commission (2019); USDA-FAS
(2020)

Australia exports most of its rice

Australia exported an average of 350,000 tonnes per year of rice
between 2010–11 and 2019–20, with significant year-to-year
variability as production varied. In recent years around 74% of the
crop was exported, but this percentage varies from season to season.

Australia is a small exporter of mostly medium grain rice, representing
around 5% of global medium and short grain rice exports and 0.4% of
total global rice exports in 2019. Globally, Australia competes
primarily with China and the United States in medium grain rice
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Destinations of Australia's rice exports, 2009 to 2018

Note: A significant share of 'Other' is likely exported to Papua New Guinea. An exporter
can apply to the ABS for export data to be made confidential when 'disclosure would be
likely to enable the identification of that business' (ABS 2018). Confidentiality restrictions
are applied to rice export data. ABARES obtains estimates by using other countries' import
data and triangulating production, Australia's imports, stocks estimates and expected
consumption. Therefore, exports data presented here should be considered estimates.
Sources: ABARES (2020b); UN Statistics Division (2020)

Rice export marketing

Australia's rice exports are regulated through a mandated export
monopoly in New South Wales. Historically, there had been over 60
state and federal statutory marketing boards for agricultural products,
with the arrangements for rice the last remaining. There have been
arguments for and against regulating the marketing of rice exports.

In a broad inquiry into agricultural regulation, the Productivity
Commission (2016) concluded that the persistence of a statutory
export monopoly for rice is likely to reduce marketing flexibility and
unnecessarily add to marketing costs. With no premium evident in the
price of Australian rice imported into other countries, the Commission
recommended that rice vesting be abolished.
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In contrast, a review by the New Wales Department of Primary
Industries (NSWDPI 2016) found a price premium of between $65 and
$120 per tonne, and recommended that rice vesting continue until
2022. This recommendation was accepted by the government of New
South Wales. A key difference between this and the Productivity
Commission's analysis was that the proximity to markets, quality
differences, scale efficiencies and foreign import quotas were
attributed as benefits of rice vesting.

Domestic marketing of rice was deregulated in 2006. Since then
domestically grown and processed rice now competes openly with
imported rice.

Imports are an established part of Australian rice
consumption

Australians are estimated to consume about 300,000 tonnes of rice
every year (ABARES 2019). About half of this volume typically comes
from imports (mostly long grain rice, such as basmati and jasmine)
and the other half from domestic production (mostly medium grain
rice). Australia's imports represent 0.4% of world trade, meaning that
changes in Australian import volumes result in no material change to
world markets.

Australia relies on rice imports every year, reflecting prices and
consumer preferences for varieties of rice that are not grown in
Australia. Annual rice imports between 2009–10 and 2018–19
averaged 173,000 tonnes (ABS 2020b). Most imports originate from
long grain rice producing countries, subject to strict biosecurity
protocols. Australia can also import medium grain rice in years of
drought.
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While Australian rice production is highly variable, consumption and
imports are more stable. This is because exports and domestic stocks
act as a shock absorber—exports increase in good production years
and decrease in poor production years (ABARES 2020a).
ABARES estimates that at 1 April 2020 rice stocks in Australia were
140,000 tonnes. This includes importers' stocks and Sunrice's
domestic stocks.

Since domestically produced rice is harvested in autumn—once per
year—no new domestic supply will be available in Australia until
2021. Therefore, any short-term rice shortages can only be alleviated
through imports.

Some export restrictions were recently introduced in South-East Asia,
namely in Cambodia, Myanmar and Vietnam. Australia only imports
small volumes from these countries. These export restrictions have
now been repealed. Although the price of rice has been rising in
Thailand—a country that has not recently proposed restricting
exports—this trend is largely the result of drought and the consequent
forecast fall in production. In contrast, the price of rice in India—the
world's largest exporter—has been averaging around US$400 per
tonne, roughly unchanged for much of the last decade (IGC 2020).

Global production, consumption and stocks of rice, 2007–08 to
2020–21.

Australia's consumption of rice and imports, by source country,
2009–10 to 2018–19

Sources: ABARES (2019); ABS (2020); UN Statistics Division (2020)

Abundant world supply of rice
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Trade restricted stocks are those held by India's state reserves of 10.25 million tonnes.
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Figure 1 Water allocations levels 2020–21 scenario forecasts

Tim Westwood and Mihir Gupta

This water market outlook provides ABARES latest view on water
market allocation prices in the southern Murray-Darling Basin for
2020–21. It is based on the March Water Market Outlook, using
revised allocation announcements and seasonal conditions. Four
representative scenarios (wet, average, dry and extreme dry) are
presented.

The next water market update will be available in August 2020 which
will include end of year water accounting and initial opening water
allocation announcements from state water agencies for 2020–21.

Allocations

Since March, forecasts of water allocations have increased under all
scenarios for Victoria and NSW, but have been revised down in the dry
and extreme dry scenarios for the SA Murray.
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Note: Historical average calculated from 2001–02 to 2019–20. Allocation levels for 2019–
20 as at 15 May 2020.
Sources: NVRM; NSW DPIE; SA DEW

Water prices

Prices in 2020 have fallen dramatically since January 2020. The higher
expected allocations for 2020–21 in NSW and Victoria has resulted in
forecasts for prices in 2020–21 being revised down in the wet and
average scenarios. Conversely prices in the dry and extreme dry
scenarios have generally been revised upward primarily due to the
downward revision to SA Murray allocations in those scenarios.
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Table 1 ABARES water allocation prices ($/ML) 2020–21 scenario
forecasts
Region

2019–20 Yearto-date average

2020–21
Wet

2020–21
Average

2020–21
Dry

2020–21
Extreme Dry

NSW Murrumbidgee

589

180

324

638

722

NSW Murray Above

536

270

399

604

680

VIC Goulburn-Broken
VIC Murray Below

NSW Lower Darling
SA Murray

sMDB average

522

674

100

657

597

179

316

22

316

236

260

423

193

423

354

Note: 2019–20 year-to-date average calculated up to May 2020. Prices for the sMDB are
weighted by volume of allocations.
Sources: ABARES estimate; Waterflow

524

700

764

1,070

764

1,070

389

656

473

842

Figure 2 Allocation price scenarios, in the Vic. Murray below
Barmah choke – 2017–18 to 2020–21

Sources: ABARES estimate; Waterflow
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All values and prices are in nominal terms unless stated otherwise.

Small discrepancies in totals are generally caused by rounding. Zero is
used to denote nil or a negligible amount.
$m

million dollars (Australian)

£

pound sterling

€
¥

A$

ABARE

euro

ACT

AFMA

Bureau of Rural Sciences (now ABARES)

CBA

Commonwealth Bank of Australia

c

CIS
cif

yen

Australian Bureau of Agricultural and Resource Economics
Australian Bureau of Statistics

Australian Capital Territory

Australian Fisheries Management Authority

ANZSIC Australian and New Zealand Standard Industrial Classification

carcase weight

DAWR

deutschmark

EMI

Eastern Market Indicator

ECU

billion (Australian)

FAO
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Department of Agriculture and Water Resources (now Department of
Agriculture)

DM

doi

b

Bureau of Agricultural Economics (now ABARES)

Dairy Australia

Department of Foreign Affairs and Trade

EU

BAE

Chicago Mercantile Exchange - Chicago Board of Trade

DFAT

Australian Sugar Milling Council
Australian Wool Exchange

cost, insurance and freight

cw

ASMC

AWEX

Commonwealth of Independent States

Chemical Lean

DA

dollar (Australian)

cent (Australian)

CL

CME

ABARES Australian Bureau of Agricultural and Resource Economics and Sciences
ABS

BRS

digital object identifier

European currency unit
European Union

EVAO

estimated value of agricultural operations

fas

free alongside ship

Food and Agriculture Organization of the United Nations
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Abbreviations

fob

free on board

NT

Northern Territory

GDP

Gross Domestic Product

m3

cubic metre (1.307 cubic yards)

GST

Goods and Services Tax

MLA

Meat & Livestock Australia

IGC

International Grains Council

org

organisation

fot

GL
ha

IMF

ITC

free on truck

gigalitres (1,000,000,000 litres)

hectare (2.471 acres)

International Monetary Fund

International Trade Centre

m

ML
Mt

RBA

Rep.

million (Australian)

megalitre (1,000,000 litres)

megatonne (1,000,000 tonnes)
Reserve Bank of Australia
Republic

kg

kilogram (2.20462 pounds)

sw

kt

kilotonne (1,000 tonnes)

UN

United Nations

US$

dollar (United States)

kL
L

kilolitre (1,000 litres)
litre (1.761 pints)

USc

not available

USDA

lb

pound (454 grams)

NAFTA

North American Free Trade Agreement

na

nec

nei

nfd

no.
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t

shipped weight

tonne (1,000 kilograms)

cent (United States)

United States Department of Agriculture

not elsewhere classified

not elsewhere included

not further defined

number
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