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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
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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

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

Outlook for coarse grains

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

35

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

