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Economic overview for more information). Prices are forecast to fall
for almost all Australian agricultural exports.

Andrew Cameron and Charley Xia

Contribution to production and export growth, by sector, 2020–
21f

Drought recovery on track but COVID-19 to hit earnings

The agricultural sector remains on track for a recovery after 3 years of
drought-affected seasons. Production is forecast to grow strongly, but
the gross value of production is forecast to remain unchanged at
$61 billion in 2020–21 due to falling prices. Crop volumes are forecast
to drive this recovery in production – crop prospects on the East Coast
are particularly favourable (see the Australian crop report for more
information). Livestock earnings will be a drag on growth as depleted
herds and flocks are rebuilt. COVID-19 pandemic-related travel
restrictions and manufacturing facility closures are not expected to
result in meaningful reductions in Australia's total agricultural
production. However, these remain a significant risk in the latter half
of 2020–21, particularly for horticulture (see box for upside and
downside scenarios).

A combination of falling commodity prices, reduced livestock product
exports and grain stock rebuilding is expected to result in a 10% fall in
the value of agricultural exports to $43.5 billion in 2020–21. The
global economic outlook has deteriorated since the last outlook was
issued in June and downside risks continue to dominate (see the
1

f ABARES forecast.
Source: ABARES

COVID-19 continues to cloud demand outlook

Demand for most agricultural products has fallen as a result of the
continuing pandemic, although not to the same degree as
discretionary goods and services. Global GDP will contract sharply in
2020 and unemployment is likely to remain elevated worldwide
during 2020–21 and beyond. This has reduced consumer discretionary
spending power and lowered prices and consumption of higher value
agricultural goods such as wool to a much greater extent than food
staples such as milling wheat.
Consumer spending patterns in Australia and in other major
economies appear to be settling in to a 'new normal', with higher
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expenditure on food for home consumption, lower expenditure on
restaurants and takeaway, and reduced spending on clothing. This
situation is likely to continue for some time. These shifts will be
exacerbated and extended if future waves of infection and lockdowns
occur.

Chinese food price inflation, August 2017 to July 2020

Forecast price changes for Australia's top 10 agricultural exports,
2020–21

Source: National Bureau of Statistics China

Rising trade tensions add further risks to outlook

Note: Price changes are for export unit values of commodities shown.
Source: ABARES

African swine fever supporting red meat prices

The reduction in Chinese pig numbers due to African swine fever will
continue to support animal protein prices in 2020–21. Despite COVID19 reducing consumer spending power, red meat prices will remain
close to historic highs. Meat prices for Chinese consumers remain very
elevated compared with historical levels and alternatives will continue
to be needed in coming years. Pig numbers are expected to continue
their slow recovery, reaching 80% of pre-outbreak levels by the end of
2021. However, African swine fever outbreaks continued to be
reported worldwide during August 2020, including in China.
2

The COVID-19 pandemic has highlighted the issues and risks that
come with highly concentrated supply chains. China – Australia's
largest agricultural trading partner – has recently announced antidumping and countervailing-duty investigations into Australian wine
exports. This follows an 80% tariff being imposed on Australian barley
exports. Since 2017 China has signalled that it could increase its use of
anti-dumping and anti-subsidy tools. This presents an increasing risk
for many agricultural industries in coming years. Agricultural trade
with China continues to be very strong despite these tensions. China
has ranked as the highest value destination for Australian agricultural
exports every month since February 2011.

Global food production and trade continue to grow

The world's agricultural production and distribution systems have
continued to function during the pandemic. Conditions have been
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generally favourable for crop production worldwide, and seasonal
climate models indicate that this is likely to continue during the next 3
months. World grain stocks are abundant, with record highs expected
for both wheat and rice. Record or near-record global export volumes
of corn, wheat and soybeans are forecast in 2020–21. When combined
with shocks to demand resulting from the pandemic, there is very little
chance that agricultural commodity prices will rise substantially
during 2020–21.

Winter crop production, Australia, 2000–01 to 2020–21f

Australian crop prospects good but livestock production
falling

Grain production is forecast to rebound in 2020–21 to the highest
level since the record harvest of 2016–17. Prospects for New South
Wales are particularly good, following 3 consecutive years of falling
production due to adverse seasonal conditions. Over 60% of the
forecast increase in winter crop production will come from New South
Wales. Cotton production is also forecast to increase strongly in 2020–
21, although this crop will not be exported until 2021–22. Depleted
domestic grain stocks are expected to be rebuilt. This means at least
4 million tonnes of the 2020–21 harvest will not be exported in 2020–
21.

3

f ABARES forecast. s ABARES estimate.
Source: ABARES

Falling livestock production is expected to almost entirely offset the
increase in the value of crop production. The value of livestock
production is forecast to fall by over $4.4 billion in 2020–21, with herd
and flock rebuilding being the largest contributing factor. Almost
every livestock category is forecast to fall in value in 2020–21 – apart
from poultry and eggs, which will see modest rises in the values of
production. The domestic market will remain well supplied with meat
and dairy products, as exports will fall in response to lower
production. Live sheep exports are forecast to stabilise around
1 million head per year following the formalisation of animal welfare
regulations (see box).
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Value of live animal exports to Australian agriculture
Live animal exports are an important but small component of
Australia's agricultural exports. Over the 5 years to 2019–20, live
animal exports contributed an average of $2 billion to agricultural
exports. Live exports fell from close to 14% of the total value of
meat and live animal exports to less than 12% over the same period.
Cattle made up 79% of the total value of live exports, sheep
accounted for 11% and horses 9%. Small numbers of other animals,
such as poultry, goats, camels and bees, were also exported.
Regulations implemented from May 2020 are expected to increase
certainty for live sheep exporters.

Figure 1 Value of live animal exports, 2015–16 to 2019–20

Source: ABS

Grain harvest unlikely to be hampered by travel
restrictions

Border closures and other travel restrictions are not expected to
significantly reduce total Australian agricultural production in 2020–
21, but may add to costs for labour-intensive activities such as fruit
4

harvesting. On September 4,2020 several Australian states agreed to
adopt a risk-based code allowing for the movement of agricultural
workers, and most states agreed in-principle to move to a 'hotspot'
system for travel between regions. Both systems will allow for more
interstate movement.

Broadacre crop harvesting partly relies on the movement of
equipment and staff up and down the East Coast. Social distancing is
relatively easy to achieve and much of the workforce is already in
Australia. While some localised issues may emerge, the national grain
harvest is not expected to be significantly affected.

Seasonal labour a risk for horticultural production

Seasonal labour availability for the horticultural sector will present
challenges over the summer and autumn of 2020–21. Overseas
workers normally supply a significant share of harvest labour, but
COVID-19 travel restrictions mean this may not be the case in 2020–
21. Continuing collaboration between governments and supply chain
participants, combined with on-farm risk management, are expected
to lessen the possible disruption to production in 2020–21. Currently,
fresh produce markets in key capital cities have reported increasing
supplies of newly harvested fruit and vegetables, and wholesale prices
are exhibiting normal seasonality patterns in early spring (see the
Weekly Australian Climate, Water and Agricultural Update for more
information). These indications suggest that fresh produce prices are
unlikely to rise significantly in the short term because of seasonal
labour shortages.

If major labour disruptions were to occur in late summer and early
autumn, the impact would be more significant. This period coincides
with harvests of a number of fruit, nuts and vegetables across all states
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and a sharp rise in the number of casual and contract workers
employed on farms.

Major Australian agricultural commodity exports

If labour shortages reduce harvests, fresh produce prices would
increase. The prospect of higher prices may encourage some
producers to increase wages to secure additional domestic labour.
Farms would also compete for the limited labour supply, and provided
the movement of agricultural workers is largely unimpeded, workers
would shift to higher productivity farms.

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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Scenario modelling shows downside risks more significant than
upside in 2020–21
Given the historic uncertainty presented by the COVID-19 pandemic, 2
additional scenarios are considered in this edition of Agricultural
commodities. These are based around different levels of economic
activity as represented by the upside and downside scenarios outlined
in the Reserve Bank of Australia's August 2020 Statement on Monetary
Policy, with some additional assumptions relevant for the agricultural
sector added. The extreme uncertainty associated with the pandemic
means it is difficult to evaluate if one scenario is more likely than the
other.
In the upside scenario, a faster than expected reopening of the
domestic economy and a recovery in private demand is assumed to
translate to lower unemployment and a modest increase in
discretionary consumer spending. Although international tourism
does not resume, improvements in addressing outbreaks overseas are
assumed to translate to similar outcomes in Australia's agricultural
trading partners. This leads to higher prices than forecast for most
agricultural products, particularly wine, wool and lamb. Labour supply
issues for agriculture are assumed to lessen and no further major
outbreaks in Australian supply chain facilities such as abattoirs or
distribution centres occur. There is no significant impact on
agricultural production as a result. The Australian dollar exchange rate
remains at around 72 US cents over 2020–21 (unchanged from
ABARES current assumption).

In this scenario, the gross value of agricultural production would be
$1.9 billion higher in 2020–21. This is primarily the result of higher
prices relative to those forecast for both crops and livestock products.
6

There is little production response to higher prices because crop
production is already locked in for the 2020–21 season and depleted
cattle and sheep numbers would limit additional production responses
in the short term. The cropping sector would add $930 million and the
livestock sector just over $1 billion. Agricultural exports would still fall
year-on-year, but by 4% instead of 10% as forecast. The largest
improvements would be in export returns from wine and natural
fibres as a result of international demand for discretionary purchases
partially recovering.

In the downside scenario, periodic outbreaks and lockdowns occur in
Australia and around the world. A wave of new infections peaks in
early 2021, during the Australian summer. Movement restrictions and
business closures in Australia would be more widespread. This would
result in consumer spending continuing to fall, unemployment rising
further, and greater disruptions to domestic and international supply
chains. Broadacre crop harvesting is assumed to continue under these
challenging conditions, but highly labour-intensive production in the
horticultural sector is likely to be much more disrupted. Occasional
outbreaks and shutdowns occur in domestic meat manufacturing
facilities, combined with limits on throughput during lockdowns. The
Australian dollar in this scenario is assumed to appreciate further
because additional fiscal stimulus in the US puts downward pressure
on the dollar, while iron ore supply disruptions in Brazil increase
prices for Australian exports.

The agricultural sector is much more sensitive to this downside
scenario. The gross value of agricultural production would be
$3.7 billion lower than forecast in 2020–21. Again, prices are the main
factor influencing sector performance. However, some production falls
in horticulture as a result of labour shortages would also occur. The

ABARES Agricultural Commodities:
September quarter 2020

Agricultural overview

cropping and livestock sectors would lose around $1.8 billion each.
Agricultural exports would fall by 11% relative to the forecast, to
$38.9 billion in 2020–21, as international demand for Australian
exports fall. This would be the lowest export value in a decade. On top
of the deteriorating international demand for a number of Australian
commodities already factored into the forecast, worsening conditions
in the downside scenario are expected to spill over to significantly
affect exports of grains and oilseeds, sugar, meat, dairy products and
live animals. Weaker exports would accelerate stock rebuilding in
Australia in crops industries and herd rebuilding in livestock
industries.
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Value of Australian agricultural production and exports under different scenarios
2019–20s

2020–21f

Upside scenario

Downside scenario

60,952

61,189

63,158

57,521

% change from 2019–20

-

0.4%

3.6%

-5.6%

% change relative to forecast

-

-

3.2%

-6.0%

27,458

32,292

33,220

30,447

% change from 2019–20

-

17.6%

21.0%

10.9%

% change relative to forecast

-

-

2.9%

-5.7%

33,495

28,897

29,939

27,075

% change from 2019–20

-

-13.7%

-10.6%

-19.2%

% change relative to forecast

-

-

3.6%

-6.3%

48,418

43,503

46,694

38,862

% change from 2019–20

-

-10%

-4%

-20%

% change relative to forecast

-

-

7%

-11%

21,476

21,925

23,836

19,608

% change from 2019–20

-

2%

11%

-9%

% change relative to forecast

-

-

9%

-11%

26,942

21,578

22,858

19,254

% change from 2019–20

-

-20%

-15%

-29%

% change relative to forecast

-

-

6%

-11%

Gross value of agricultural production
Total

Crops

Livestock

$m

$m

$m

Value of agricultural exports
Total

Crops

Livestock

$m

$m

$m

f ABARES forecast. s ABARES estimate.

8

ABARES Agricultural Commodities:
September quarter 2020

X1A0T

Major indicators of Australia's agriculture, fisheries and forestry sectors

Category
Exchange rate
A$/US$
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

9

unit

2015–16

2016–17

2017–18

2018–19

2019–20 s

2020-21 f

% change

US$

0.73

0.75

0.78

0.72

0.67

0.72

7.2

index

85.1

85.3

87.5

95.5

100.0

91.6

– 8.4

A$m

44,635

48,746

48,800

48,584

48,418

43,503

– 10.2

A$m

22,421

27,796

24,951

22,770

21,476

21,925

2.1

A$m

22,213

20,949

23,850

25,814

26,942

21,578

– 19.9

A$m

1,542

1,435

1,575

1,530

1,417

1,285

– 9.4

A$m

3,116

3,460

3,605

3,924

3,322

4,058

22.1

A$m

49,293

53,641

53,981

54,038

53,158

48,845

– 8.1

A$m

56,554

61,647

59,581

60,988

60,952

61,189

0.4

A$m

27,791

33,547

29,855

30,061

27,458

32,292

17.6

A$m

28,763

28,099

29,726

30,927

33,495

28,897

– 13.7

A$m

3,020

3,058

3,178

3,211

2,752

2,685

– 2.5

A$m

2,270

2,571

2,677

2,765

2,786

2,857

2.5

A$m

61,844

67,275

65,436

66,964

66,491

66,730

0.4

index

108.0

117.7

112.0

103.8

100.0

109.1

9.1

index

114.3

144.2

125.2

107.2

100.0

130.8

30.8

index

102.7

95.7

100.7

100.8

100.0

91.7

– 8.3

’000 ha

21,337

24,373

23,144

20,865

18,732

23,609

26.0

million

67.5

72.1

70.6

65.8

62.7

64.1

2.2

million

25.0

26.2

26.4

24.7

23.4

23.8

1.8

A$m

47,378

49,911

49,227

51,395

49,532

50,777

2.5

A$m

19,178

22,113

20,431

19,876

21,909

21,111

– 3.6

A$m

9,175

11,735

10,354

9,593

11,421

10,412

– 8.8

index

94.0

96.4

93.2

94.0

100.0

93.8

– 6.2

’000

321

304

329

334

334

na

na

’000

11,832

11,990

12,369

12,667

12,690

na

na
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Global economic growth is expected for 2021, but the speed and extent
of economic recovery is subject to considerable uncertainty. Global
economies are currently in various states of pandemic-related
restriction and recovery. Global confirmed cases of COVID-19 continue
to rise and some countries are experiencing subsequent waves of new
infections – including Australia and Japan. The risk of further
outbreaks and the control measures required to contain them mean
that economic recovery may be slower than currently expected.

David Mobsby and Mikayla Bruce

Contraction in global trade in 2020

Economic crisis deepens through 2020 and slow recovery
expected

The full effect of COVID-19 related lockdown measures has become
apparent during the second quarter of 2020. The COVID-19 pandemic
has had a greater impact on global economic activity than initially
anticipated. This has been reflected in record falls in economic output
during the second quarter of 2020. As a consequence, the global
economic outlook has been downgraded and the return to trend
economic growth is expected to be slower.

The current economic downturn has significantly impacted
international trade. Global trade contracted sharply over the first
5 months of 2020. The decline in trade volume has been similar in
magnitude to the contraction observed during the global financial
crisis, despite the current decline in global economic activity being
more significant. Falls in trade volumes have been observed across a
number of major economies, most notably during the second quarter
of 2020, reflecting the extent of economic disruption.

Global trade volume, January 2001 to June 2020

Path to economic recovery uncertain

Recent data suggest the beginnings of economic recovery in several
countries. This in part reflects that some countries have begun
relaxing containment measures. It also indicates the impact of
substantial fiscal and monetary stimulus. Global economic recovery is
expected to begin in the third quarter of 2020. However, the extent of
economic damage from the COVID-19 pandemic means that economic
contraction is expected for 2020.

10

Note: 2010 = 100.
Source: Netherlands Bureau for Economic Policy Analysis
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Agricultural trade appears to be far less disrupted than trade in other
goods (see Australian agricultural trade and the COVID-19 pandemic).
This is consistent with experience during the global financial crisis.
The main reason for this is that food is an essential good. Agricultural
trade has also been less affected than other goods because bulk
shipping – the main mode of transport for agricultural trade – has
been less disrupted than other forms of transport such as airfreight.

Between January 2020 and June 2020, the value of US food, feed and
beverage exports fell by far less than the export value of other goods.
Similarly, the value of live animal and food imports into the European
Union fell by far less than imports of other goods during the first
5 months of 2020.

Food and other merchandise trade, United States and EU-27,
January 2019 to June 2020

In contrast to many major exporting economies, Australian
merchandise trade remained robust during the first half of 2020,
supported by record-high iron ore exports. Australian agricultural
exports have remained relatively stable over this period. In the first
half of 2020, Australian agriculture exports reached $23.5 billion, 4%
lower than the same period in 2019.

Consumer behaviour in response to COVID-19 measures

The COVID-19 pandemic has had a profound effect on the level and
composition of consumer spending. Consumer expenditure declined
significantly in many economies over the first half of 2020 due to
weakening economic conditions, reduced consumer choice and low
consumer confidence. However, consumer expenditure has started to
recover in several economies during recent months. Easing of
restrictions, improvement in economic conditions and sustained
control of the COVID-19 pandemic should improve consumer
confidence and support consumption over the short term.

For some economies, fiscal stimulus has supported household incomes
during this period. For example, in the United States, despite income
increasing in the second quarter of 2020 consumption fell and savings
increased significantly. It is likely that this is the result of a
combination of restrictions, voluntary social distancing and
uncertainty about future income leading to precautionary savings.

Note: January 2019 = 100
Sources: Bureau of Economic Analysis; Eurostat
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Changes in consumer behaviour and patterns of consumption
occurred in a number of economies as consumers adapted to
restrictions and social distancing. In economies where consumption
expenditure has improved, increases in expenditure on goods has
exceeded increases in expenditure on services. This is thought to be a
consequence of restrictions and social distancing and may also reflect
ABARES Agricultural Commodities:
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substitution from services to goods (for example, eating more meals
prepared at home rather than at restaurants).

Household goods and services expenditure, United States and
Japan, June 2018 to June 2020

existing trend. Online food retailing has risen sharply in a number of
economies. In the Republic of Korea, online food retailing increased by
44% over the first 6 months of 2020 (to 1.9 trillion South Korean
won). An increase in online food retailing has also been observed in
Australia during 2020 and accounted for 4.6% of all food retailing in
June 2020.

Strong food expenditure points to robust demand for agricultural
products. However, the type of processing these products undergo
may change given that consumers are buying more food items away
from restaurants and ordering more food online.

Food expenditure, United States and Australia, May 2018 to
June 2020

Notes: US data is total personal consumption expenditure, seasonally adjusted. Data for
Japan is for households of 2 or more people. June 2018 = 100.
Sources: Bureau of Economic Analysis; Statistics Japan

High levels of uncertainty in early March 2020 resulted in panic
buying of food and other household items in some countries. The
result was a spike in some expenditure measures. Since March 2020
food expenditure has fallen. However, it has remained relatively stable
compared to other types of consumer expenditures, especially in
advanced economies. This is because food is essential, and food
expenditure is less responsive to changes in income than expenditure
on less essential goods.
Consumers have also adapted to restrictions and social distancing by
increasing online purchases – although this is a continuation of an
12

Notes: For the United States, food-at-home expenditure refers to food and beverages
purchased for off-premises consumption and food-away-from-home refers to food
services expenditure on meals and beverages. US Food expenditure is measured as total
personal consumption expenditure on food-at-home and food-away-from-home. For
Australia, food expenditure is total retail spending on food. Food-at-home expenditure
refers to food retailing expenditure and food-away-from-home refers to expenditure at
cafes, restaurants and takeaway food services.
Sources: Australian Bureau of Statistics; Bureau of Economic Analysis
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Economic contraction in key Australian agricultural
export markets

China, the European Union, Indonesia, Japan, the Republic of Korea
and the United States accounted for 63% of the value of Australia's
agricultural exports in 2018–19. Global efforts to control the pandemic
through lockdowns, travel restrictions and social distancing have
caused significant disruptions to economic activity in these economies.
The full magnitude of these disruptions has only become evident in
data for the second quarter of 2020 – the first full quarter where
economies were subject to restrictions. Economic results for that
quarter show record falls in output.

Recent economic performance in key Australian agricultural
export markets, quarter 1 and quarter 2,2020

2020. Despite recent positive economic growth, household
consumption remains low. Total retail sales of consumer goods in
June 2020 was 1.8% lower than June 2019. However, expenditure on
food has remained relatively strong. Grain, oil and foodstuff retail sales
was 10.5% higher in June 2020 compared with June 2019, which may
be partially due to a reduction in food expenditure at restaurants.

Australian economy to contract in 2020–21

Due to the COVID-19 pandemic, the Australian economy contracted by
6.4% for the June quarter 2020, reducing average economic growth
over 2019–20 to –0.2%. Gradual easing of social distancing,
improvements in consumer confidence and a consequent rise in
economic activity are expected to result in GDP recovering in the first
half of 2021. However, the economy is still assumed to contract by 3%
in the 2020–21 financial year (see August 2020 Statement on
Monetary Policy). Around 30% of Australian agricultural production is
consumed domestically. Despite an anticipated 3% contraction in
economic activity in 2020–21, overall demand for Australia's
agricultural products is expected to remain relatively strong because
food is an essential good.

Strong iron ore exports support appreciation of Australian dollar

Sources: OECD, Japan Cabinet Office, Eurostat

In China the early onset of COVID-19 and subsequent easing of
restrictions, combined with supportive fiscal and monetary policies
have enabled China to record positive growth in the second quarter of
13

The Australian dollar averaged US67 cents in 2019–20 and is expected
to average US72 cents in 2020–21. This will make Australia's
agricultural exports less competitive in global markets, and increase
pressure on producers to reduce other costs.

The Australian dollar appreciated 17% against the US dollar between
March 2020 and July 2020 due to rising iron ore prices and a
depreciation of the US dollar. Rising iron ore prices have been the
result of supply constraints in Brazil (the world's second largest iron
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ore exporter after Australia). Rising demand from China due to
increased economic activity and government stimulus measures
supporting steel demand has also led to rising iron ore prices. In
addition, policy actions carried out by the US Federal Reserve in
response to the COVID-19 pandemic have been a key factor in the
depreciation of the US dollar.

14
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Economic growth
World b
Advanced economies
United States
Japan
Eurozone
Germany
France
Italy
United Kingdom
Korea, Rep. of
Emerging and developing economies
Emerging Asia
South–East Asia c
China d
India
Latin America
Middle East and Central Asia
Eastern Europe
Russian Federation
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
1.8
0.8
1.3
2.9
4.5
6.3
5.3
6.8
6.9
1.1
1.8
3.2
2.5

2.9
1.7
2.3
0.7
1.3
0.6
1.5
0.3
1.4
2.0
3.7
5.5
4.9
6.1
4.7
0.1
1.0
2.1
1.3

-4.9
-8.0
-8.0
-5.8
-10.2
-7.8
-12.5
-12.8
-10.2
-2.1
-3.0
-0.8
-2.0
1.0
-4.5
-9.4
-4.7
-5.8
-6.6

5.4
4.8
4.5
2.4
6.0
5.4
7.3
6.3
6.3
3.0
5.9
7.4
6.2
8.2
6.0
3.7
3.3
4.3
4.1

%
%
%
%

1.9
3.3
5.4
4.1

1.3
2.7
4.9
3.7

-8.3
-4.1
-1.6
-4.0

4.5
4.7
6.6
4.9

%
%

2.4
4.9

1.8
5.3

1.1
3.5

1.6
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

-0.2
1.3
2.7

-3.0
1.7
2.4

US$
0.78
0.72
0.67
0.72
index
64.5
61.5
58.5
62.2
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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Figure 1 La Niña and rainfall

Emma Pearce and Matthew Miller

Late forming La Niña emerges as key global climate
influence of 2020–21

Climate conditions for global agriculture are correlated at different
times of year with changes in leading indicators such as the El Niño–
Southern Oscillation (ENSO), the Indian Ocean Dipole (IOD) and the
Southern Annular Mode (SAM). Both the ENSO and IOD are currently
neutral. However, almost all models surveyed by the Bureau of
Meteorology suggest the possibility of La Niña developing from
September 2020.
La Niña conditions in the tropical Pacific are known to shift rainfall
patterns in many different parts of the world. Although they vary
somewhat from one La Niña to the next, the strongest shifts remain
fairly consistent across regions and seasons (Figure 1).

Source: International Research Institute for Climate and Society

La Niña has often been associated with wetter than average rainfall
conditions in Australia, northern India, Indonesia, northern South
America and parts of northern and southern Africa. Drier than average
rainfall conditions are more likely in the southern United States and
parts of east Africa, southern India, west Asia and southern and
western South America.

La Niña is normally associated with higher than average winter, spring
and early summer rainfall over much of Australia. Typically, across the
southern hemisphere, La Niña events tend to begin in autumn, mature
during winter, spring and early summer, and then begin to decay in
late summer.
La Niña events that form in autumn have a more significant effect on
agriculture in southern Australia than events that form later in the
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year. If a La Niña event were to establish during spring 2020 it is likely
to benefit crop and pasture growth during the summer growing
season across the northern half of Australia. This is supported by
rainfall patterns seen across Australia during previous late forming La
Niña events (2008–09 and 2011–12).

Rainfall deciles during previous late forming La Niña events,
winter growing season, 2008–09 and 2011–12

In addition to the enhanced likelihood of La Niña, there are warmer
than average sea surface temperatures across large parts of the Indian
Ocean. Of the 6 models surveyed by the Bureau of Meteorology, 4
suggest the possibility of a negative IOD developing in the Indian
Ocean during spring. The IOD index has recently surpassed the
negative IOD threshold but IOD values at or below –0.4 must be
sustained for 8 weeks for this to be considered a negative IOD event. A
negative IOD typically brings above average rainfall to southern
Australia during spring. Although more than half of the models show
that a negative IOD is possible, the individual models show a broad
spread of likely scenarios covering both the neutral and negative IOD
range.

Global agriculture

Rainfall variable to date

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 growth stages, and extreme weather
events (IPCC 2012). Some crops are more tolerant than others to
certain types of stress. At each growth stage, different stresses affect
each crop in different ways.
Notes: Rainfall for the winter growing season during previous late forming La Niña events
in 2008–09 and 2011–12 relative to the long-term record and ranked in deciles. This
analysis ranks rainfall for the selected period compared with the historical average (1900
to present) recorded for that period. Rainfall for the summer growing season during
previous late forming La Niña events in 2008–09 and 2011–12 relative to the long-term
record and ranked in deciles. This analysis ranks rainfall for the selected period compared
with the historical average (1900 to present) recorded for that period.
Source: Bureau of Meteorology
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The rainfall anomalies and outlooks presented in this note 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.

Rainfall from June to August tends to affect winter crop development
and yield prospects across the southern hemisphere and starting soil
moisture conditions for summer crops. In the northern hemisphere,
June to August rainfall affects the development and yield prospects of
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spring wheat, canola crops and summer crops. It also influences
farmers' planting intentions and opportunities for winter wheat and
canola crops.

Rainfall over the 3 months to 31 August 2020 was variable for the
world's major grain-producing and oilseed-producing regions. In the
northern hemisphere, June to August 2020 rainfall was 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 was above average across the south-east of the
United States, parts of Russia, India and west Asia. Dryness during May
reduced soil moisture for winter grain and oilseed crops across many
key growing areas surrounding the Black Sea, as well as across the
European Union and the United Kingdom.

World precipitation anomalies, June to August 2020

Notes: 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 June
to August 2020 are compared with rainfall recorded for that period during the 1979 to
2000 base period.
Source: International Research Institute for Climate and Society

In the southern hemisphere, June to August 2020 rainfall was
generally below the 1979 to 2000 average in southern Brazil, Central
America and parts of eastern and western Australia.

Persistent dryness has limited the yield potential of second-crop maize
in southern Brazil, but conditions were favourable in key production
areas farther north. In Argentina, a dry May adversely affected winter
grain crops in most major production areas and the reproductive
development of soybeans. For Australia, above average rainfall during
the first half of the year increased soil moisture levels and allowed
timely planting of wheat, barley and canola.
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Crop conditions mostly favourable

Global crop production conditions continue to be favourable despite
mixed climatic conditions persisting across parts of the European
Union, the United Kingdom, Ukraine, Argentina, Vietnam, China and
the south of the Russian Federation. World production of wheat,
maize, rice and soybean is expected to reach record levels in 2020–21.

Wheat

Crop conditions, AMIS countries, 28 August 2020

Maize

Source: AMIS Agricultural Market Information System
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In the southern hemisphere, conditions for wheat
crops were generally favourable for Australia. As a
result, production is expected to be average to above
average. In Argentina, conditions remain mixed for
crops leading up to harvest towards the end of 2020.

Production conditions have been more variable in the
northern hemisphere. Dryness led to decreased winter
wheat yields in the United Kingdom, the European
Union, and southern growing regions of Ukraine and
the Russian Federation. Conditions were generally
favourable for winter wheat harvesting and spring
wheat growth in Kazakhstan, Canada and the United
States and spring wheat harvesting in China.
Global maize production is expected to reach record
levels in 2020–21. Growing conditions for maize were
generally favourable for harvest of the autumn–winter
crop and for sowing of the spring–summer crop in
Mexico. Harvest of the summer-planted crop was well
underway in Brazil under mainly exceptional
conditions, except for in the south where dry
conditions have impacted crop development.
Conditions were generally favourable for the United
States, Canada, the European Union and India,
although there were some mixed conditions due to
dryness in parts of the United States, France, Ukraine
and the Russian Federation and flooding in China.

Seasonal conditions

Rice

Oilseeds

Rice production is expected to reach a record level in
2020–21. Conditions were generally favourable for
wet-season rice in Thailand, Japan and the Philippines
and for the growth of single-season and late-season
rice in China. In the United States, conditions were
also favourable. The majority of rice transplanting in
India was completed under favourable conditions. In
Vietnam, conditions are generally favourable as
planting continues in the north and harvest continues
in the south. Yields in the south will be slightly
reduced due to dry conditions. In Indonesia, the
harvest of dry-season crops is ongoing. Yields have
reduced due to a delayed rainfall onset. At the same
time, dry-season crop sowing continues due to
unusually high dry-season rainfall delaying planting.

Growing conditions for soybeans were generally
favourable in the United States, Canada, Ukraine,
China and India for crops due to be harvested in the
northern hemisphere autumn, with some mixed
conditions due to dryness in the United States and
Ukraine. In Australia, growing conditions have been
favourable for canola. Production is expected to rise to
3.4 million tonnes, slightly above the 10-year average
to 2019–20.

realised, this is likely to benefit winter wheat and canola planting in
the northern hemisphere and winter wheat and canola production in
the southern hemisphere. Similarly, this is likely to benefit corn,
soybeans, sunflower, millet, cotton, rice, peanut and sorghum
production in the northern hemisphere and grain sorghum and cotton
planting in the southern hemisphere.

The June to August rainfall percentiles and current production
conditions show a marginal improvement from global conditions seen
from March to May, which were used to formulate ABARES forecasts of
global grain supplies and the impact on world prices in its June 2020
edition of Agricultural commodities. For country-by-country
assessments of the climate outlook and potential impact on production
conditions, see ABARES Weekly Australian climate, water and
agricultural update–20 August 2020.

Global climate outlook positive

The climate outlook for world agriculture is for average to above
average rainfall between September and November 2020 for most of
the world's major grain-producing and oilseed-producing regions. If
20
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Australian production prospects good at the start of
spring

Rainfall percentiles, Australia, 1 May to 31 July 2020

The rainfall percentile, current production conditions and climate
outlook data presented here were used to update ABARES forecasts of
Australian food and fibre production for 2020–21.

Following above average rainfall during the January to April period,
much of southern Australia recorded below average falls from May to
July. Despite variable rainfall in June and July, close to average pasture
growth rates and winter crop yield potentials were preserved across
most southern Australian growing regions due to a drawdown of soil
moisture reserves built up during late summer and autumn. Rainfall in
August 2020 was average to above average across much of Australia.
Substantial August rainfall improved soil moisture across much of
Australia, supporting the final stages of winter crop development and
providing a reliable base for the early planting of summer crops.
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Notes: Rainfall for May to July 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
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Rainfall percentiles, Australia, August 2020

summer crops is forecast to increase significantly in 2020–21 thanks
to a favourable rainfall outlook for the spring–summer period.
For a more comprehensive assessment of the recent agricultural
production conditions, the climate outlook and potential impact on
production, see ABARES Weekly Australian climate, water and
agricultural update–3 September 2020.

Australian agriculture – climate outlook

Early onset of the 2020–21 northern wet season is more likely

Notes: Rainfall for August 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

Reservoir storage levels have improved significantly in the Murray–
Darling Basin water supply system. As at 3 September 2020 the
current volume of water held in storage is 13,834 GL, which
represents 55% of total capacity. This is 32% or 3,316 GL more than at
the same time last year.

The Bureau of Meteorology's outlook (released on 27 August 2020) is
for an early onset of the 2020–21 northern wet season. This reflects
the potential development of a La Niña and a negative IOD during
spring. The onset occurs when the total rainfall after 1 September
reaches 50 millimetres, approximately the amount of rainfall required
to stimulate plant growth. The onsets of the past two northern wet
seasons were significantly delayed, reducing the summer growing
season and recharge of water storages. An early onset of the 2020–21
northern wet season is likely to boost soil moisture and water
storages, and benefit summer crop production and northern pasture
growth.

Nationally, plant growth conditions were generally average during the
2020 winter. Average to above average rainfall during August
particularly benefited plant growth across southern Australia.
Production prospects for winter crops are average to above average in
most cropping regions at the beginning of spring. The area planted to
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Chance of early northern rainfall onset for the 2020 to 2021
season

parts of southern Western Australia and the remainder of central and
northern Australia. These totals indicate that the onset of the northern
wet season may occur in parts of central and eastern Queensland and
much of the Northern Territory during October and November.

Rainfall totals with a 75% chance of occurring, Australia,
September to November 2020

Source: Bureau of Meteorology

Average or better rainfall likely for eastern cropping regions

The Bureau of Meteorology's climate outlook for September to
November 2020 (released on 3 September 2020) suggests that the
chance of exceeding the median spring rainfall is greater than 70% in
most regions across the eastern half of Australia. In contrast, the
chance of exceeding the median spring rainfall is less than 40% across
parts of Western Australia. There are roughly equal chances of wetter
or drier than average spring rainfall for the remainder of Western
Australia.

The Bureau of Meteorology's forecast indicates a 75% chance of
receiving between 50 and 200 millimetres across much of eastern
Australia and parts of central, northern and far southern Australia.
Lower rainfall totals between 25 and 50 millimetres are likely across
23

Source: Bureau of Meteorology

In many areas where soil moisture is close to average or better for this
time of year, there is a high chance of recording
September to November rainfall totals sufficient to sustain above
average crop and pasture production through spring. There is a 75%
chance of receiving between 100 and 200 millimetres of rainfall across
most cropping regions in Queensland and between
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50 and 200 millimetres across cropping regions in New South Wales,
Victoria and South Australia.

The forecast indicates that Western Australia has a 75% chance of
receiving rainfall of between 25 millimetres in the northern and
central wheat belt and 100 millimetres in the eastern and southern
wheat belt. These expected low 3-month rainfall totals in parts of the
northern and central wheat belt are unlikely to sustain average crop
production.

Except for parts of Western Australia, there is a high chance that
spring 2020 rainfall will be around the seasonal median (between
1990 and 2012). If realised, this would deliver an excellent finish to
the 2020 winter growing season across southern Australia and start of
the summer growing season.

References
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subsequent waves remains. The longer it takes for economies to
recover, the greater the effect on demand and the downside risk to
prices.

Amelia Brown

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

World wheat prices to remain low and Australian prices
to converge

The world wheat price is forecast to remain low in 2020–21, at an
average of US$222 per tonne. This is a marginal increase from 2019–
20. A forecast fall in production in some major exporting countries will
be partially 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 will result in lower feed demand for wheat.

The duration of these downside factors remains uncertain as countries
continue to deal with further COVID-19 outbreaks. The spread of the
virus in some countries seems to have slowed, but the risk of
25

f ABARES forecast.
Source: IGC; USDA

World production to increase marginally

Mostly favourable seasonal conditions in major wheat-producing
countries are forecast to result in record high world wheat production
of around 764 million tonnes, a marginal increase from 2019–20.
Increased production is forecast in Australia, Canada, China, India,
Kazakhstan and the Russian Federation. Production in the European
Union, United States and Ukraine is forecast to fall in 2020–21 due to
less favourable seasonal conditions – particularly in the European
Union where production is forecast to fall by 19%.
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Seasonal conditions and world wheat production, August 2020

Australian exports to recover from drought-affected
lows

Australian wheat exports are forecast to increase 84% to around
18.5 million tonnes in 2020–21. Significantly higher production and
lower domestic use will result in an increase in export supply and
lower prices for Australian wheat.

Source: Agricultural Market Information Service

Australian wheat production to rebound in 2020–21

Australian wheat production is forecast to increase by 91% in 2020–
21 to 29 million tonnes. If realised, this will be the biggest wheat crop
Australia has produced since the record high of 2016–17. An excellent
start to the winter cropping season in New South Wales, Queensland,
Victoria and parts of South Australia resulted in an increase in the area
planted to winter crops. Despite July rainfall being below average
across Victoria, South Australia and Western Australia, timely August
rainfall has meant that crops have excellent potential heading into
spring. Conditions in New South Wales have been ideal, but conditions
in Queensland have been less favourable. Seasonal conditions to date,
and a positive outlook for spring rainfall, are forecast to result in
better yields in 2020–21. In New South Wales, yields are expected to
be significantly above average.
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World food and industrial wheat use are expected to continue to
increase, in line with population growth. This is likely to support
demand for Australian wheat in export markets. However, uncertainty
about the adverse effects of COVID-19on global demand for high-value
foods made from flour may constrain growth in the demand for
higher-value milling wheats. This uncertainty extends to some of
Australia's major markets. For example, in South-East Asia wheat
imports have more than doubled over the past 10 years. Before the
pandemic, rapidly expanding populations and increased incomes in
the region drove up demand for western-style bakery products, and an
increase in intensive livestock production increased demand for feed
wheat. 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.

Australian stocks to rebuild from historic lows

If forecast 2020–21 wheat production and exports are realised, ending
stocks will rebuild to pre-drought levels of around 4.4 million tonnes.
Australian wheat supply has been adversely affected by 3 consecutive
years of drought-related below average production. Poor pasture
growth and the continued expansion of intensive livestock industries
during the drought resulted in a significant increase in domestic feed
demand. A combination of increased demand, low production and the
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high costs associated with importing grain led to a significant
drawdown in domestic wheat stocks. Stocks are forecast to continue
falling to 1.7 million tonnes through to the end of the 2019–20
marketing year (end of September). The 2019–20 stocks-to-use ratio
is forecast to fall to 21%, significantly lower than the 10-year average
of 89%. These factors also pushed domestic prices well above world
prices. Domestic prices have eased considerably as confidence in the
size of the 2020–21 winter crop has grown.

Australian wheat supply, 2000–01 to 2020–21

chance of exceeding the median in most areas. This is likely to be
beneficial for average yields, but an exceptionally wet spring may
delay harvesting and result in a greater proportion of low-protein
wheat and an increased likelihood of damaged and downgraded grain.

Impact of border closures on harvest

Current restrictions on state border crossings are not expected to
adversely affect grain harvesting. Agricultural workers are currently
deemed essential and their movement is being facilitated by state and
territory governments via a permit system. However, the details of
these arrangements may change as allowances relating to state border
closures evolve.

Indonesia–Australia Comprehensive Economic Partnership
Agreement

The Indonesia–Australia Comprehensive Economic Partnership
Agreement (IA–CEPA) came 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.
Source: ABARES; ABS.

Opportunities and challenges
Increased chance of a wet spring

The latest 3-month rainfall outlook (September to November), issued
by the Bureau of Meteorology on 3 September 2020, suggests that
spring is likely to be wetter than average across Queensland, New
South Wales, Victoria and South Australia, with a greater than 70%
27
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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 c
Australia
Area
Production
Domestic Use
Exports d
value
Closing stocks
Price e

unit

2018–19

2019-20 s

2020-21 f

% change

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

731
111
131
137
99.8
51.3
736
517
140
265
36.0
165

763
114
134
155
104
52.3
744
525
140
281
37.7
198

764
117
136
126
105
49.8
748
534
130
299
39.9
186

0.1
2.8
1.4
-18.6
1.4
-4.7
0.5
1.6
-6.8
6.4
5.9
-5.8

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

14.0
60.4
8.5
35.8
16.2
22.8
23.4
25.5
233

13.9
61.6
6.5
34.1
21.0
22.8
36.2
26.3
220

14.2
62.0
6.9
37.3
17.8
23.9
27.6
26.5
222

2.3
0.7
6.2
9.5
-15.2
4.8
-23.8
1.0
0.9

’000 ha
10,402
10,210
12,985
27.2
kt
17,598
15,165
28,910
90.6
kt
8,920
8,419
7,901
-6.2
kt
8,981
10,037
18,500
84.3
A$m
3,675
3,865
4,920
27.3
kt
4,501
1,745
4,443
155
A$/t
395
372
300
-19.3
a Kazakhstan, Russian Federation and Ukraine. b Local marketing years. c US no. 2 hard red winter wheat, fob Gulf,
July–June. d Oct–Sept years. e Australian premium white no. 1 wheat, fob Adelaide, July–June. f ABARES forecast. s
ABARES estimate.
Sources: ABARES; ABS; IGC; USDA

28

ABARES Agricultural Commodities:
September quarter 2020

Coarse grains

Coarse grains

China and dry seasonal conditions. In contrast, prices in other markets
are expected to fall as Australian barley is diverted.

Peter Lock

World corn prices to reach decade lows

The world corn price is expected to fall by 8% to US$150 per tonne in
2020–21, the lowest level since 2006–07. The fall is a result of near
record global planting and expectations of record average yields.
Compounding the impact of record production on prices is the mixed
outlook for demand as a result of the ongoing COVID-19 pandemic.

World coarse grain supply and world prices, 2006–07 to 2020–21f

World prices for barley and corn to diverge
Australian barley prices to fall below world price

The Australian feed barley price is expected to fall to $230 ($US165)
per tonne, 17% below the world indicator price. The fall in Australian
prices below the world price reflects the imposition of prohibitive
tariffs on Australian barley exports to China. Improved seasonal
conditions across eastern Australia is expected to increase production
and reduce domestic demand maintaining lower domestic prices.

Tariffs on Australian barley to China will result in higher prices for
exporters which have access to the Chinese market. For example, the
French barley price (fob Rouen) is expected to increase by 9% to
US$200 per tonne in 2020–21 reflecting increasing demand from

29

f ABARES forecast.
Sources: ABARES; IGC; USDA

Global production to reach record highs

World production of coarse grains is expected to reach record levels in
2020–21, of almost 1.5 billion tonnes. World corn production is
forecast to reach 1.2 billion tonnes, an increase of 6.5% year-on-year.
Corn production is expected to reach record highs in the United States
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and Brazil. Near record production is also expected in China,
supported by favourable seasonal conditions.

World barley production is expected to remain stable despite dry
seasonal conditions in France, Germany and the Black Sea region. A
decrease in European and Black Sea barley production is expected to
be offset by an increase in Canadian and Australian production.

Global demand remains uncertain

The global demand outlook for coarse grains remains uncertain
because of the ongoing COVID-19 response.

Industrial and food use of coarse grains is expected to decline in 2019–
20 as a result of COVID-19 control measures. The use of corn for
bioethanol in the United States declined by 8% year-on-year
(June 2019 to May 2020) in response to COVID-19 disruptions to
travel. The use of coarse grains as food is also expected to have
declined over the same period, because of ongoing disruptions to the
food service industry.

Use of coarse grains as animal feed is expected to increase despite the
ongoing impact of COVID-19. A backlog of US slaughter cattle and poor
rangeland condition are expected to support an increase in animals on
feed. The ongoing recovery from African swine fever in China is also
expected to support the use of grains (principally corn) and oilseeds
for animal feed.
A recovery in economic activity as COVID-19 is controlled, is expected
to result in a return to trend growth in consumption of coarse grains
for industrial, food and feed use in the second half of 2020–21.
However, future COVID-19 outbreaks remain a significant downside
risk; affecting industrial and food use in particular.
30

Australian production to rise and demand to fall

Australian barley production is expected to be 25% above the 10-year
average to 2018–19 and the highest since 2016–17. Favourable
seasonal conditions across major growing regions, particularly in New
South Wales, and a favourable Bureau of Meteorology spring outlook
(issued 3 September 2020) is expected to result in a national barley
harvest of 11 million tonnes, 25% above 2019–20 production. If
conditions are significantly wetter than average this may delay the
harvest and downgrade crop quality in some regions.

Grain sorghum production is expected to rebound by 480% to
1.7 million tonnes in 2020–21 after record low production in 2019–20.
Planted area is likely to increase significantly because of expected
favourable seasonal conditions in northern New South Wales and
southern Queensland, and fallowing after late season Queensland
summer crops in 2019–20. However, the significant winter crop area
in northern New South Wales, is expected to constrain available area.
An early onset of the northern monsoon and a likely spring La Niña are
expected to result in above average yields.

Domestic demand for barley and grain sorghum as animal feed is
expected to fall in 2020–21 as a result of favourable seasonal
conditions and an early monsoon increasing pasture growth across
most grazing regions.

Significant coarse grain surplus for export

A combination of increasing domestic production and decreasing
domestic demand are expected to result in a significant surplus of
grain around Australia available for export. Australian barley has been
effectively priced out of the Chinese domestic market, but new
opportunities are expected to open in other markets. Saudi Arabia and
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the Middle East have historically been an important market for
Australian barley. Japan, Thailand and other Asian markets also have
the potential to increase purchases of Australian barley.

Australian grain stocks to recover

Australian grain stocks are expected to rebuild as a result of a
significant increase in domestic production and lower domestic
demand. Grain sorghum stocks are expected to recover from a record
low. Barley stocks are also expected to recover to more than 2 million
tonnes after the 2020–21 harvest. Stocks of barley and grain sorghum
are expected to remain tight until the commencement of the next
harvest.

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

Opportunities and challenges

Restrictions on movement of labour

Restrictions on state border crossings are not expected to adversely
affect grain harvesting. Agricultural activities have been declared an
essential activity, and movement of agricultural workers is likely to be
facilitated by state and territory governments. On 24 August, the
Queensland government granted border exemptions for agricultural
workers from New South Wales. Further exemptions for movement of
agricultural workers between other states appears likely.

Alternative markets for Australian grains

In response to Chinese tariffs imposed on Australian barley in
May 2020, exports of barley to China effectively ceased. However,
overall exports of barley remained stable, as a result of an increase in
exports to Japan, Qatar and Thailand. As Chinese purchases of barley
from other sources increase, Australia can seek to fill shortfalls arising
from a diversion of barley to China. For example, a diversion of Black
Sea exports from Saudi Arabia towards China is likely to create
opportunities for Australian exporters. Opportunities may also arise in
markets that export processed products to China – a third party may
import Australian barley and export manufactured malt to China.

f ABARES forecast. s estimate.
Sources: ABARES; ABS, Jumbuk Ag
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Category
World a
Production
barley
corn
Consumption
Trade
Closing stocks
Stocks-to-use ratio
Corn price b
Barley price c
Australia
Sorghum d
Area
Production
Domestic use
Exports
– value
Closing stocks e
Barley g
Area
Production
Domestic use
Exports
– value
Closing stocks h
Prices
Feed barley price i
Malting barley price j
Grain Sorghum price k

unit

2018-19

2019-20 s

2020-21 f

% change

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

1,397
139
1,123
1,401
212
347
24.8
167
219

1,406
156
1,115
1,409
207
341
24.2
163
184

1,465
153
1,187
1,451
221
348
24.0
150
200

4.2
-2.2
6.5
3.0
6.9
2.1
0.0
-7.8
8.9

’000 ha
kt
kt
kt
A$m
kt

550
1,160
975
441
154
317

143
298
1,161
101
46.6
215

595
1,728
303
116
44.9
94.6

316
480
-73.9
14.8
-3.7
-56.0

’000 ha
kt
kt
kt
A$m
kt

4,437
8,819
4,482
4,553
1,828
1,252

4,050
9,001
4,096
4,640
1,712
1,517

4,402
11,217
3,890
6,150
1,863
2,693

8.7
24.6
-5.0
32.5
8.8
77.6

A$/t
378
292
230
-21.3
A$/t
383
305
235
-23.0
A$/t
369
399
331
-17.0
a Reported as an aggregation of local marketing years. b US no. 2 yellow corn, fob Gulf. c France feed
barley, fob Rouen. d Marketing year, 1 March to 28 February. e At 28 February. f ABARES forecast. g
Marketing year, 1 November to 31 October. h At 31 October. i Feed 1, delivered Geelong. j Gairdner
Malt 1, delivered Geelong. k Feed sorghum delivered Brisbane. s ABARES estimate.
Sources: ABARES; ABS; IGC; ITC Trade Map; Jumbuk Ag; UN Comtrade; USDA
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World crude oil and vegetable oil export prices, July 2015 to
June 2021f

Emily Dahl and Rohan Nelson

Oilseed prices to remain low

The world soybean price is forecast to average US$346 per tonne in
2020–21, 6% below the 5-year average to 2019–20. World supply
continues to increase, but demand is expected to be constrained well
into 2021 by COVID-19 and the ongoing effects of African swine fever.

The Australian canola price is forecast to fall by around 8% to
$563 per tonne in 2020–21. World vegetable oil demand and prices
bounced back after a sharp contraction at the start of the pandemic.
However, prices are expected to ease in 2021 due to increasing supply
offsetting a recovery in demand.

f ABARES forecast.
Sources: CME group; IGC; US Energy Information Administration

Global oilseed production to increase

World soybean production is projected to reach record levels in 2020–
21, increasing by 10% to 370 million tonnes, partly due to record
production in Brazil. US soybean production is also forecast to
increase in 2020–21, reflecting a 10% increase in planted area and
favourable seasonal conditions. This is likely to make export markets
highly competitive in 2020–21.

World canola production is expected to remain unchanged in 2020–21
at around 68 million tonnes. European canola production is forecast to
fall slightly in 2020–21 due to drought. Canadian canola production is
expected to increase slightly but remain low compared with previous
years due to an ongoing trade dispute with China impacting planting
decisions.
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Food demand for vegetable oils remains uncertain

The COVID-19 pandemic has generated uncertainty around world food
demand for vegetable oils. This uncertainty is gradually resolving. The
rapid 'snapback' of demand and prices suggests that vegetable oils are
a staple and that demand for them is generally unresponsive to
changes in consumer incomes. COVID-19 restrictions have
reorientated food consumption away from the service sector to inhome, but this has had a limited effect on overall consumption.

Biodiesel demand to partially recover

Demand for biodiesel is expected to continue recovering into 2021 as
pandemic-related travel restrictions begin to ease. Exports to the
European Union accounted for 76% of Australian canola exports from
2014–15 to 2019–20 and these have increasingly been used for
biodiesel production since the Renewable Energy Directive II. Crude
oil prices increased in April 2020 following an OPEC+ deal to restrict
production, making biodiesel more competitive. However, biodiesel
consumption is unlikely to return to pre-pandemic levels in 2020–21
because of ongoing travel restrictions and lower levels of economic
activity and incomes.

Livestock feed use to increase

Protein meal use for livestock feed is expected to continue to recover
in 2020–21 as China's pig numbers rebuild after African swine fever
outbreaks. This is expected to lift soybean and canola demand. The
COVID-19 pandemic has constrained growth in the otherwise strong
global demand for meat (see Sheep meat and Beef and veal).

China imported record volumes of soybeans from Brazil between
January and July 2020, peaking with a monthly record in June. This
was assisted by a weak Brazilian real. Brazilian soybeans have traded
34

at a premium compared with US soybeans since May 2020. This is
when the Brazilian harvest started winding up. The new US marketing
year began in September. In 2020–21 Chinese demand is projected to
shift back from Brazilian to US soybeans leading to a recovery in
US exports.
The temporary closure of some US abattoirs due to COVID-19 has
increased demand for meal to feed a backlog of animals ready for
slaughter. The backlog could take some time to clear as processing
facilities reduce slaughter rates to adapt to COVID-19. As a result,
higher feed demand is likely to persist. At the same time, reduced
US exports to China have led to a greater soybean crush in the United
States because soymeal was redirected to the domestic livestock
industry. This increase in the domestic crush of soybeans has offset a
fall in the supply of protein meal from other sources. Reduced
transport activity has reduced the supply of grain-based protein byproducts from ethanol production.

In Australia, soymeal imports remain an important stockfeed,
particularly for the poultry industry. Soymeal is a preferred ingredient
in chicken feed because of its high protein content. Historically,
Australian soymeal imports have been sourced from Argentina.
Australia is now also importing soymeal from the United States
following disruptions to the largest processing plant in Argentina and
reduced overall supply from Argentina due to an increase in export
taxes. Domestic poultry consumption is stabilising following an initial
surge in demand at the start of the pandemic. This is expected to result
in domestic feed use returning to more normal levels in 2020–21.
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Australian canola to maintain price premium

Australian canola is expected to retain its international price premium
over Canadian canola in 2020–21. European demand for canola from
all sources was boosted by a revision to the Renewable Energy
Directive from 1 January 2018. The revision was designed to ensure
that the feedstocks used to produce biodiesel meet acceptable lifecycle
greenhouse gas emissions. Within this market, Australian canola
attracts a premium because of the demand for non-genetically
modified meal in Europe's dairy industry. The price gap was
compounded in 2018 and 2019 by large crops in Canada, and in 2019
by a trade dispute between Canada and China. The COVID-19
pandemic appears to have had very little effect on the gap between
Canadian and Australian prices.

Canola export prices, January 2018 to June 2021f

Australian canola production and exports projected to
increase

Australian canola production is forecast to increase to 3.4 million
tonnes in 2020–21, 4% above the 10-year average, reflecting
improved seasonal conditions (see Seasonal conditions). The area
planted to canola in the autumn of 2020 increased by 32% from the
previous year, largely due to increases in Western Australia and New
South Wales. In New South Wales, the area planted to canola has more
than doubled compared with the area planted in 2019–20.

Australian canola exports are forecast to increase by 42% to
2.4 million tonnes in 2020–21 in line with an increase in production.
Australian and Canadian canola are expected to compete strongly in
the drought-affected European market. Australian canola is expected
to recapture market share lost to Canada when production fell in 2018
and 2019.

Australian canola production, exports and price, 2015–16 to 2020–
21f

f ABARES forecast.
Source: International Grains Council
f ABARES forecast. s ABARES estimate.
Sources: ABARES; Australian Bureau of Statistics; Jumbuk Ag
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Opportunities and challenges

EU biodiesel demand presenting downside pricing risk

The Australian canola industry is likely to face intensifying
competition in the European biodiesel market because price
premiums will provide an incentive for producers of other feedstocks
to achieve the necessary greenhouse gas emissions thresholds. Canola
oil faces competition from used cooking oils but future competition
could come from expansion of other GM-free oilseed crops. Emissions
thresholds of this kind are typically tightened by regulators over time
to promote continual improvement. Continued innovation should help
Australia to maintain its competitive advantage, supported by the
science that helped to create this market advantage.
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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

unit

2018–19

2019-20 s

2020-21 f

% change

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

595
576
330
198
170
132
22.8
337
388

571
582
334
200
190
121
20.8
348
366

607
606
340
206
189
122
20.2
346
371

6.2
4.1
1.8
3.2
-0.6
1.0
–
-0.6
1.2

kt
kt
kt

3,091
2,370
721

2,579
2,334
245

4,148
3,424
724

60.8
46.7
195

kt
2,366
2,329
3,417
kt
1,569
1,718
2,436
A$m
953
1,173
1,462
A$/t
581
615
563
a US no. 2 soybeans, fob Gulf. b Canola, Canada, fob Vancouver. c Delivered Melbourne. f ABARES forecast. s ABARES
estimate.
Sources: ABARES; ABS; IGC; USDA
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41.8
24.6
-8.5

Natural Fibres

Natural Fibres

wool in textile manufacturing. This fall is driven by lower consumer
demand for woollen apparel and lower prices for substitute fibres.

Chris Mornement

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

Natural fibre prices to fall in 2020–21

COVID-19 control measures have reduced consumer demand for
apparel and disrupted all parts of the clothing supply chain, driving up
stocks of unsold textiles and raw fibres. As a result, wool prices are
forecast to fall to 12-year lows (in real terms) and cotton prices are
forecast to reach their lowest levels (in real terms) since 2001–02.

The world cotton price is forecast to average US67 cents per pound in
2020–21, down by 6% from 2019–20. Interruptions to cotton mill
operations during 2020 and reduced retail demand are expected to
drive up stocks of raw cotton in key exporting and importing nations.

The Eastern Market Indicator price for wool is forecast to average
1,040 cents per kilogram clean in 2020–21, down by 28% from 2019–
20. Wool prices are forecast to be lower due to reduced demand for
38

f ABARES forecast.
Sources: ABARES; AWEX; Cotlook

Wool production steady in 2020–21

Australian shorn wool production is forecast to remain steady in
2020–21 at 280,000 tonnes, after falling by 5.5% in 2019–20. Low
sheep numbers carrying over into 2020–21 are expected to further
reduce the number of sheep shorn nationally to 65 million. Average
wool cut per head is forecast to rise by 2.9% due to improved seasonal
conditions throughout most wool-growing regions.

Prolonged dry seasonal conditions across most wool-growing regions
and strong demand for sheep meat (relative to lower demand for
wool) caused a total reduction in the number of sheep shorn from
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79.8 million in 2017–18 to 68.4 million in 2019–20. Recovery in the
number of sheep shorn will rely on flock rebuilding.

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

States, India, Pakistan, China and Brazil. Consumption is forecast to
increase by 9% in 2020–21 to 24.1 million tonnes, still 2 million
tonnes below 2018–19 levels.

World cotton trade is expected to increase by 3% in 2020–21 to
9 million tonnes, driven by recovering milling activity in major
importing countries such as China, Vietnam, Bangladesh and Turkey.

Australian cotton production to rise

Australian cotton production is forecast to rise in 2020–21 to 2 million
bales, after falling to a 12-year low of 590,000 bales in 2019–20.

Sources: ABARES; Australian Wool Production Forecasting Committee

Average wool cut per head in 2020–21 has been revised up since
Agricultural commodities: June quarter 2020, due to improved seasonal
conditions in New South Wales, southern Queensland, Victoria and
Tasmania. Continued rainfall and pasture growth could see average
wool cuts revised higher in December or March. However, this upside
is constrained by sheep currently holding drought-grown wool in their
fleeces. For example, sheep brought to New South Wales from Western
Australia in the first half of 2020 will still have 3 to 6 months of wool
grown in dry conditions.

World cotton stocks to rise due to lower consumption

World cotton stocks are forecast to rise to 22.3 million tonnes by the
end of 2020–21, up by 4.9 million tonnes since the start of 2019–20.
This rise in stocks is expected to be largely driven by lower
consumption of raw cotton as a result of COVID-19 control measures.

World cotton production is forecast to fall by 5% in 2020–21 to
24.9 million tonnes, due to price-induced area reductions in the United
39

Above average autumn and winter rainfall throughout much of New
South Wales and southern Queensland has replenished soil moisture
profiles in cotton-growing regions. Increased dam storages in
southern New South Wales offer favourable irrigated planting
prospects. According to the Bureau of Meteorology (as of
30 August 2020), the Murrumbidgee rural system is 72.6% full,
compared with 42.6% this time last year. More substantial rainfall will
be needed to significantly lift the irrigated planting prospects of
northern New South Wales, with the Gwydir and Namoi rural systems
around 15% full. St George and Leslie dams in Queensland recorded
some recharge during autumn 2020. However, these dams are smaller
determinants of water supply for Queensland irrigators compared
with on-farm storages.

According to the Bureau of Meteorology spring 2020 rainfall outlook,
issued on 3 September 2020, NSW and QLD cotton-growing regions
have at least a 70% chance of above median rainfall. The 70% likely
shift into La Niña during spring could also offer continued above
median rainfall during the planting window and growing period.
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Storage levels for key cotton-growing regions, New South Wales
and Queensland, August 2019 to August 2020

demand for greasy wool from a market where Australia typically
exports 80% of its clip resulted in dramatic falls in auction prices and
clearance rates. With fewer bales passing auction and lower export
demand, greasy wool exports to China in the second half of 2019 were
25.5% lower than the average from the previous 5 years. As a result,
stocks of unsold wool began to accumulate.

Number of wool bales tested and sold, and share of tested bales
that were sold, 2002–03 to 2019–20

Source: Bureau of Meteorology

Opportunities and challenges

Weaker wool demand to drive up stocks

Falling wool prices and reduced export demand are driving stock
accumulation in the Australian wool market. Control measures
associated with the COVID-19 pandemic have caused significant
disruption to Australia's export markets, especially those in Europe. As
a result, 96% of Australian greasy wool exports went to China in the
June quarter of 2020, leaving the wool industry more exposed than
usual to single market risk until other export markets recover.
Before the COVID-19 pandemic affected world markets, Chinese
demand for greasy wool imports had already started to decline in mid2019 as drought-reduced supply led to substitution to lower-cost
fibres (see Agricultural commodities: March quarter 2020). Lower
40

Note: Average weight for wool bales is 180 kg. Average share of sold bales in tested bales
is 0.83.
Sources: ABARES; Australian Wool Testing Authority; AWEX

During normal market operations, an average of 83% of all wool
tested in bales will be sold through the auction system. The remaining
17% either reaches export through private treaty merchants and
marketing cooperatives, or remains held in stocks either on-farm or in
storehouses. During times of lower auction clearance and stock
accumulation, the share of bales sold at auction generally falls below
the average. The share of sold bales in tested bales fell to 70% in
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2019–20. This was the lowest fiscal year average since 2002–03, when
stocks briefly began to rise again.
Taken in isolation from other market developments, this
13% difference points to at least 215,000 bales being added to
stockpiles as a result of lower auction sales. This number does not
account for stocks held on-farm. Industry estimates of the current
stockpile are in the range of 300,000 to 400,000 bales. This stock is
expected to continue growing for the remainder of 2020 while prices
remain low and export demand remains weak.

Consumer demand for woollen apparel may be slow to recover, due to
continued COVID-19 control measures and reduced incomes in key
consumer markets. This will result in a slower recovery in demand for
Australian greasy wool exports. This is expected to keep prices and
volumes down for the short to medium term. Stock accumulation is the
natural consequence of the current global situation. Stockpiles of wool
accumulated during this time may take several years to clear, so can be
expected to place downward pressure on prices over the medium
term.
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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 s

2020–21 f

% change

million

72.5

68.4

65.0

-5.0

kt
kt

300
379

283
355

280
349

-1.2
-0.6

kt
kt

270
393

235
328

234
328

-0.2
-0.2

A$m
A$m
Ac/kg

3,511
4,152
1,939

2,368
2,767
1,448

1,760
2,100
1,040

-25.7
-24.1
-29.4

Mt
Mt
Mt
Mt
USc/lb

25.9
26.2
9.0
17.4
84.4

26.2
22.1
8.7
21.5
71.3

24.9
24.1
9.0
22.3
67.0

-5.0
9.1
3.4
3.7
-6.1

’000 ha
kt

343
485

59.7
134

239
456

300
241

kt
896
334
221
-33.8
A$m
2,556
959
596
-37.8
A$/bale
619
614
597
-2.8
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. s
ABARES estimate.
Sources: ABARES; ABS; AWEX; Cotton Australia; Cotton Outlook; USDA
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the start of 2020–21, following widespread and above average rainfall
from January 2020 onward.

Jenny Eather

Pasture availability remains below average in much of the tropical
north and the west. However, according to the AussieGRASS model,
the pasture growth outlook for September to November is above
average for much of eastern and parts of northern Australia. According
to the Bureau of Meteorology's Northern rainfall onset outlook, an
early onset of the northern monsoon is likely.

Beef production to fall because of a lower national herd

Prices to fall but remain historically high

Cattle prices are expected to fall marginally in 2020–21 to average
513 cents per kilogram. This reflects higher global beef supply and a
weaker demand outlook as a result of the COVID-19 pandemic.
However, many of the factors that led to high prices in 2019–20 are
expected to persist. Strong competition between Australian restockers,
processors and feedlotters for a smaller supply of animals led to
record high prices for many cattle types in late 2019–20. This was in
response to improved production conditions from January 2020
onward. For example, the Eastern Young Cattle Indicator (EYCI)
reached a record high of 767 cents per kilogram in March, and broke
the record again in June when it reached 772 cents per kilogram. In
the 5 years to 2019, the average was 549 cents per kilogram.

Beef production is forecast to fall by 18% in 2020–21 to 1.9 million
tonnes, compared with 2.4 million tonnes in 2019–20. Slaughter is
forecast to fall by 20%, but heavier carcases are forecast as a result of
improved pasture and feed availability and a lower proportion of
females in slaughter. Heavier carcases are expected to offset some of
the production lost to lower turn-off.

Favourable production conditions expected in 2020–21

More favourable production conditions are expected in 2020–21. In
2018 and 2019, drought conditions across most beef-producing
regions led to elevated levels of turn-off. Pasture availability across
Australia's south-east had largely recovered to above average levels by
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Total beef and veal production and average saleyard price, 2000–
01 to 2020–21f

recovery in beef production over the medium term than forecast in
Agricultural commodities: March 2020. Female slaughter averaged
55% for the year, compared with a 20-year average of 48%. Female
slaughter remained at 56% in June 2020. This is much higher than the
approximately 47% female slaughter rate that would indicate
restocking.

Total slaughter and percentage of females in slaughter, 1990–91
to 2020–21f

f forecast.
Sources: ABARES; Australian Bureau of Statistics

The expected fall in production is a result of a smaller national herd
and improved seasonal conditions, which have enabled some
producers to restock. At the start of 2020–21, the national beef herd
was estimated to be 21.1 million head, the smallest since 1989–90.
Despite expectations that improved seasonal conditions in late 2019–
20 would lead to restocking, high levels of slaughter continued
throughout the year.

Slaughter numbers in 2019–20 remained virtually unchanged from the
year before, but they rose as a percentage of the opening herd. Total
turn-off of adult cattle (slaughter plus live exports) as a percentage of
the opening beef cattle herd reached 37%, compared with a 20-year
average of 32%.
The percentage of females in slaughter also remained high in 2019–20,
indicating a smaller future breeding herd. This could mean a slower
44

f forecast.
Sources: ABARES; Australian Bureau of Statistics

The national herd is yet to enter a restocking phase (based on data to
June), despite improvements in pasture availability. After 2 years of
drought, many farmers are likely to be weighing the desire to rebuild
their herds against the need to manage cash flow and debt. The COVID19 pandemic has increased uncertainty in global beef markets, making
farmers less confident that prices will remain favourable in the
medium term. The high prices offered by processors for cows in late
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2019–20 provided an incentive to offload less productive breeding
stock.

Value of Australian beef and veal exports, by month, 2016–17 to
2019–20

Improvements in production conditions in 2020–21 are expected to
lead to herd rebuilding in the first half of the year. In 2020–21 the beef
herd is forecast to grow by 2%, reaching 21.5 million head by the end
of the year. This would be 11% lower than the 10-year average.

Exports to moderate from historic highs

The volume of beef exports is forecast to fall by 23% in 2020–21 to
1 million tonnes, in line with lower forecast production. Export prices
are forecast to fall slightly as a result of higher global supply and a
weaker demand outlook. The total value of Australian exports is
expected to fall by 27% to $8.3 billion.

Beef exports reached record highs in 2019–20. This was a result of
high production in response to drought conditions, and strong
international demand leading to high global prices. Demand was
driven by Chinese consumers choosing alternative protein sources due
to the effects of African swine fever (ASF) on pork production. The
US Department of Agriculture (USDA) expects that the Chinese pig
herd will recover to about 80% of its pre-ASF size by the end of 2021.
As a result, Chinese demand for imported protein is expected to
remain relatively strong during 2020–21.

Export volumes were lower in the second half of 2019–20 than in the
first half of the year, reflecting a smaller supply of animals after a long
period of high drought-related turn-off. The effect on export value was
partially offset by an increase in average export unit values, which
increased by 4% compared with the first half of the year, despite
COVID-19 related disruptions.
45

Source: Australian Bureau of Statistics

Global beef supply expected to increase in 2020–21

Global beef supply is expected to increase in 2020–21, largely because
of strong exports from the United States and Brazil. In the United
States, slaughter numbers have recovered to pre-COVID-19 levels. This
followed a dramatic fall in production capacity in April and May when
local processing was disrupted. A backlog of slaughter-ready cattle in
the United States is expected to support slaughter numbers and
average carcase weights over the outlook period. The USDA is
forecasting domestic beef production to increase by 3.4% in 2020–21.

In Brazil, the COVID-19 pandemic continues to disrupt slaughter.
However, the effect on production has been modest because Brazilian
meat processing is relatively decentralised. Exports from Brazil have
remained strong because high global prices, a low currency and low
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domestic demand have led to a high percentage of beef exported. The
USDA is forecasting Brazilian beef production to increase by 4% in
2021, and exports by 8%. Higher supply from the United States is
expected to lead to greater competition in the high-value grain-fed
market. Higher supply coming out of Latin American countries such as
Brazil and Mexico is expected to lead to greater competition in lowervalue cuts and manufacturing beef.

Forecast live exports reflect lower turn-off

The value of live exports reached a record high in 2019–20. Falls in the
number of cattle exported to Indonesia, our most important market,
were more than offset by increased exports to Vietnam. In 2020–21
live exports are forecast to fall by 28% as herd rebuilding in northern
Australia commences.

Opportunities and challenges

COVID-19 leads to uncertainty in beef markets

The COVID-19 pandemic has led to considerable uncertainty in global
beef markets, in both major importing and exporting countries. These
forecasts assume only relatively minor disruptions to processing
capacity in Australia and for our major competitors such as the United
States and Brazil over the outlook period. However, major disruptions
to processing or other parts of the supply chain remain a risk.

In Victoria, 13 meat processing facilities were affected by coronavirus
outbreaks in July. Government restrictions introduced in August for an
initial period of 6 weeks required Victorian meat processors to cut
production by one third, and to provide full personal protective
equipment to workers. The impact of these restrictions on beef
production is expected to be limited because it comes at a time of
lower turn-off, and there is some capacity for other states to
46

compensate by increasing slaughter. However, these measures add to
the cost of production at the same time as processing margins are
being squeezed by high cattle prices. The possibility of outbreaks in
other states remains a downside risk for Australian production.

China, one of Australia's most important beef markets, started testing
imported food products for traces of COVID-19 in June 2020. In July,
Australian beef exporters were reporting long delays at some Chinese
ports as a result of the new testing regime. This adds an additional
downside risk to exports if COVID-19 becomes widespread in
Australia.

Uncertain pace of herd rebuilding

It is difficult to predict when the Australian beef herd will enter into a
herd rebuilding phase after an extended period of destocking. These
forecasts involve a fall in slaughter to about 31% of the opening herd
in 2020–21, and a fall in female slaughter to about 46%. However, high
prices and the cash positions of farms may provide an incentive to
continue destocking into 2020–21. If this occurs, production would be
higher than forecast in 2020–21, and constrained by a smaller herd
size over the medium term.
However, better than assumed seasonal conditions may encourage
farmers to reduce turn-off below expected levels. If this occurs,
production will fall further than forecast, providing support to
saleyard prices. Feedlotters and processors would have difficulty
sourcing animals at profitable prices and in volumes high enough to
service our major export markets. Under this scenario, the national
herd (and therefore production) would recover more quickly, but
exporters would cede market share to competitors in the short term.
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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
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unit

2018–19

2019–20 s

2020–21 f

% change

million
million
’000
kt (cw)

24.7
22.4
8,704
2,352

23.4
21.1
8,699
2,372

23.8
21.5
6,953
1,946

1.8
2.0
-20.1
-17.9

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

285
241
332
171
1,293
11,265
1,257
1,566

236
166
227
151
1,000
8,250
900
1,125

-17.1
-31.0
-31.6
-11.5
-22.6
-26.8
-28.4
-28.1

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

446
439
640

518
516
658

513
480
629

-1.0
-7.0
-4.5
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Lamb and mutton saleyard and export unit prices, 2017–18 to
2020–21f

Mikayla Bruce

COVID-19 to force down lamb and sheep saleyard prices

The average saleyard prices of lamb are forecast to fall in 2020–21
by 9% to 734 cents per kilogram and sheep by 6% to
549 cents per kilogram. The economic impact of COVID-19 will reduce
international and domestic demand for sheep meat, placing downward
pressure on prices. Consumer preferences are shifting towards more
affordable protein sources, including chicken and fish. An appreciation
of the Australian dollar will further reduce global demand for
Australian sheep meat as it becomes relatively more expensive.
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f ABARES forecast.
Note: Saleyard lamb and saleyard sheep are weighted average saleyard prices.
Sources: ABARES; Australian Bureau of Statistics

COVID-19 and depleted national flock to lower exports

Sheep meat exports are forecast to fall by 4% in 2020–21 to
444,000 tonnes shipped weight. Demand for sheep meat is susceptible
to global shocks. Between 2016–17 and 2018–19, 73% of Australian
sheep meat was exported. The impact of the COVID-19 pandemic on
global demand has been more severe than anticipated. Global GDP is
assumed to contract by 4.9% (see Economic overview), revised down
from -3% since Agricultural commodities: June quarter 2020. Lower
disposable incomes in most countries and a slow recovery of the food
service industry have reduced consumer demand for relatively more
expensive meats such as lamb. An appreciation of the Australian dollar
since March has made Australian exports relatively more expensive
for consumers. In the second half of 2019–20, these factors and
reduced supply from a depleted national flock, reduced sheep meat
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exports to major markets, including China, the United States and the
Middle East.

However, domestic saleyard prices remained strong because the fall in
international demand coincided with restocking and a reduced
national flock.

Monthly export volume to major trading partners and slaughter,
2019–20

Note: Middle East includes Bahrain, Iran, Iraq, Israel, Jordan, Kuwait, Lebanon, Oman,
Qatar, Saudi Arabia, Syria, United Arab Emirates and Yemen.
Source: Australian Bureau of Statistics

African swine fever supporting Chinese demand through
the pandemic

Despite recent falls in export volume to China, export demand in
2020–21 for Australian sheep meat is likely to remain stable. In 2020–
21 the impact of African swine fever on domestic pig herds will
continue to drive Chinese consumer demand for other proteins,
including Australian sheep meat. In 2019–20 the export value of sheep
49

meat to China was $1.2 billion, an increase of 43% from 2018–19.
However, according to the US Meat Export Federation, around 65% of
sheep meat is consumed outside the home in China. Any delays in
reopening the food service industry due to subsequent waves of
COVID-19 are likely to continue to constrain demand in 2020–21.

Demand from United States and Middle East to fall due
to the pandemic

In 2020–21 demand from the United States and the Middle East is
expected to soften and the value of exports will fall further due to the
COVID-19 pandemic. In 2019–20 exports to these markets were
valued at $890 million for the United States (down by 5% from 2018–
19) and $540 million for the Middle East (down by 13%). This was due
to growing competition from Chinese consumers and a lower national
flock limiting export volumes. Exports to the Middle East were most
affected, with export volumes falling on average by 13% month-onmonth between March 2020 and July 2020. Reduced demand for sheep
meat in the Middle East is the result of various measures implemented
to limit transmission of COVID-19. Peak consumption aligns with
culturally significant festivals that were limited due to lockdowns and
restrictions on social gatherings. Restrictions on tourism and the food
service industry also dampened demand.

A significant fall in passenger flights between Australia and the Middle
East contributed to supply chain disruptions and has played a role in
lowering exports to the Middle East. In 2019–20, 51% of sheep meat
exports to the Middle East were transported by airfreight. In April the
Australian Government launched the International Freight Assistance
Mechanism fund, a temporary measure to help restore global supply
chains affected by COVID-19 containment measures. However, a
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Lamb production to remain high, but sheep production
to fall

In 2020–21 lamb slaughter is forecast to rise by 3% to
20.9 million head, reflecting favourable production conditions,
producers capitalising on high prices, and the need to service
accumulated feed debt from the drought. As a result, lamb production
is expected to increase by 4% in 2020–21 to around
500,000 tonnes carcase weight, compared with 482,000 tonnes in
2019–20. The increase in production relative to slaughter can be
attributed to higher carcase weights resulting from favourable
production conditions and a higher proportion of lambs being bred for
meat production. Uncertainty in the wool market and the need for cash
flow following the drought has driven this short-term change in the
composition of the sheep flock.
In 2020–21 sheep slaughter is forecast to fall by 15% to
7 million head, reflecting a smaller national sheep flock after 2 years of
drought-related destocking in 2018 and 2019. Mutton production is
forecast to fall by 15% to 176,000 tonnes carcase weight in 2020–21,
driven by higher retention of breeding ewes as production conditions
improve.

Slaughter and production, 2017–18 to 2020–21f
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recovery in passenger flights to pre-COVID levels is not expected in
2020–21.

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

Flock numbers to increase modestly in 2020–21

The national sheep flock is forecast to increase modestly to around
64 million head in 2020–21. Conception and lambing rates have
increased as a result of turn-off of less productive ewes during the
drought and favourable production conditions in 2020–21. These
factors and the higher retention of breeding ewes will help maintain
flock numbers. After 2 years of drought, producers are expected to
prioritise cash flow and pasture recovery before they consider
restocking. Consequently, high lamb turn-off in 2020–21 is expected to
limit promotion into the flock. If saleyard prices fall more than
forecast, restocking may commence earlier than anticipated.

Off-farm income is an important income source for many farming
households. On average, off-farm earnings for sheep farms is around
$44,000 a farm. COVID-19 containment efforts have affected access to
50
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off-farm employment. This may drive some producers to delay flock
rebuilding longer than they would otherwise.

MLA weekly sheep and lamb slaughter, eastern states, 2019–20

COVID-19 restrictions to have limited impact on
production in 2020–21

In May, outbreaks of COVID-19 in meat processing facilities in Victoria
caused several processors to close temporarily for deep cleaning.
These facilities can be high-risk environments for COVID-19
transmission due to the close working conditions. Stage 4 restrictions
enforced in parts of Victoria in early August required meat processors
to reduce capacity by 33%. In 2019–20, 48% of Australian sheep meat
was processed in Victorian abattoirs. Capacity limits in Victoria had
little effect on national lamb and sheep slaughter. Supply chains are
still functioning, and a small number of sheep were redirected to meat
processors in New South Wales and South Australia. Drought
remained the main driver of lower slaughter numbers in 2020–21.

Note: Eastern states include New South Wales, Victoria, Queensland, South Australia and
Tasmania.
Source: Meat & Livestock Australia

Live sheep exports to stabilise

In 2020–21 live sheep exports are forecast to stabilise at around
1 million head after falling from 1.98 million head in 2017–18 to
1.1 million in 2019–20. Regulations implemented in May 2020 have
increased certainty about future arrangements. The COVID-19
pandemic has had a limited impact on live exports – only one shipment
was delayed in May 2020.

Opportunities and challenges

Adaptation reducing risk from consecutive waves of COVID-19

Meat processing facilities are high-risk environments for transmission
of COVID-19. Victorian meat processors have been forced to lower
throughput to meet the stage 4 restrictions enforced on
2 August 2020. A smaller national flock and adaptation by the industry
51
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has meant that COVID-19 measures resulted in little change to
national lamb or sheep slaughter. The risk that sheep meat production
will be disrupted by subsequent waves of COVID-19 is expected to be
mitigated by adaptations such as staggered work schedules, use of
personal protective equipment, and by redistributing livestock to
other facilities.

Higher dollar could limit competitiveness

Appreciation of the Australian dollar makes Australian sheep meat
relatively more expensive in export markets. Australia and New
Zealand account for 71% of world sheep meat exports. Both currencies
have appreciated against the US dollar since March 2020. These
factors have lowered the affordability of sheep meat relative to other
sources of protein that have more diversified sources of production. At
the same time, consumer incomes in major importing countries have
decreased, reducing demand for expensive protein.
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Category
Australia
Sheep a
Slaughterings
Lambs
Sheep
Production
Sheep meat
Exports
Sheep meat
value
Live sheep
value
Prices b
Lambs
Sheep

unit

2018–19

2019–20 s

2020–21 f

% change

million

65.8

62.7

64.1

2.2

’000
’000

22,087
9,730

20,272
8,268

20,900
7,000

3.1
-15.3

kt (cw)

732

690

676

-2.0

kt (sw)
$m
’000
$m

489
3,865
925
121

463
4,068
1,069
154

444
3,652
1,056
134

-4.1
-10.2
-1.2
-12.8

734
549

-9.0
-6.0

c/kg (cw)
723
807
c/kg (cw)
452
584
a At 30 June. b Weighted Average Saleyard Prices. f ABARES forecast. s ABARES estimate.
Sources: ABARES; ABS; MLA
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cautious about discretionary spending. This has lowered demand for
luxury dairy products.

Damien Thomson

World dairy prices, 2007–08 to 2020–21

Farmgate milk price to fall

The farmgate milk price in Australia is forecast to average 47.9 cents
per litre in 2020–21, down 9% from high levels in 2019–20. This is
above the 5-year average of 46.9 cents per litre.

Demand for dairy products is expected to weaken in the short term,
reflecting the effects of COVID-19 control measures on the economies
of Australia's major dairy export markets. Growth in global dairy
production will also continue to place downward pressure on global
prices, which will flow through to the Australian farmgate milk price.
Increased Australian milk production in 2020–21 is forecast to ease
some of the competition for milk supply between domestic processors.

Global demand dampened by economic disruptions

The COVID-19 pandemic continues to affect Australia's major trading
partners. The economic disruption caused by containment measures
has reduced consumer spending and lowered consumer confidence in
many economies (see Economic overview). Rising unemployment and
low consumer confidence is likely to have made consumers more
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f ABARES forecast.
Sources: ABARES; Dairy Australia

The butter price continues to fall from a high of US$6,111 per tonne in
2017–18, and is forecast to average US$3,746 per tonne in 2020–21.
Prices of cheese (US$3,850 per tonne), whole milk powder
(US$2,867 per tonne) and skim milk powder (US$2,521 per tonne) are
expected to remain under pressure and continue to gradually fall. A
more rapid than expected appreciation in the value of the Australian
dollar has also added downward pressure to domestic farmgate prices.
This has reduced the likelihood of step-ups to the minimum price in
2020–21.

US cheese volatility will not affect Australia's exports

US cheese prices were extremely volatile between March and
August 2020. This was caused initially by food service and school
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shutdowns. The price fell significantly and US cheese became the
cheapest in the world, leading to rapid growth in exports. Then on
17 April 2020, the US Department of Agriculture announced
US$3 billion in funding to purchase fresh produce, dairy and meat for
food banks – beginning with US$100 million a month for dairy
products. In July, these factors, combined with an easing of COVID-19
restrictions, caused domestic consumption of cheese to rise between
20 and 30% above the previous year's level and the price of 40-pound
block cheese to rise to over US$2.80 per pound. US exports lost their
competitiveness and decreased substantially. With an increase in
COVID-19 cases, restrictions tightened and the price fell to prepandemic levels in August 2020.

Chicago Mercantile Exchange, CME Weekly Cheese report, 2018 to
2019

Australia's cheese exports have not been affected by the volatility in
the American market. Japan is Australia's single-largest export market
for cheese. Japan is expected to continue purchasing about
6,000 tonnes a month, accounting for 48% of Australia's cheese
exports. Subsequent waves of COVID-19 in Japan and related falls in
GDP pose potential risks to future cheese demand, but demand for
Australian cheese exports remains robust.

Demand from China high but expected to soften

Australian exports of whole milk powder and skim milk powder
experienced a slight dip in February 2020 due to a lack of passenger
planes available to transport freight, particularly to China. However,
milk powder exports to China have remained reasonably stable since
that time, as have exports of cheese and butter to other markets. High
export levels in June across all products have been supported by
increased milk production in Australia.

At the first Global Dairy Trade auction in July 2020, Chinese demand
was high for milk powder imports. Food service and retail demand in
China has temporarily contracted, but demand has been supported by
businesses increasing their buffer stocks against possible supply-chain
disruption. September to November is the peak production period for
New Zealand. This means that China's demand for milk powders from
other sources, including Australia, is likely to soften, and that the price
for Australia's milk powder exports is likely to fall.

Global production to increase steadily

Source: Chicago Mercantile Exchange
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World milk production is forecast to increase by 1 to 2% in 2020–21.
New Zealand production recovered from dry conditions to finish
2019–20 only slightly down. Major dairy regions in New Zealand's
north-west have a high chance of 'normal' or 'above normal' rainfall
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from August to October, and milk production is expected to be higher
in 2020–21. Milk production in the European Union has remained high
and is expected to rise slightly in 2020–21. Production growth in the
United States has averaged 1.7% since 2011–12 and this is expected to
continue into 2020–21.

Australian milk production, 2000–01 to 2020–21

Australian production improving with seasonal
conditions

Australian milk production is forecast to increase by 2.5% in 2020–21
to 9.0 billion litres. This is an upward revision from Agricultural
commodities: June quarter 2020 and is a result of a sustained
improvement in seasonal conditions and a positive September to
November rainfall outlook. The expected increase in milking yields
after drought-induced culling of less productive cows has already been
achieved. Of the forecast increase in production in 2020–21, 88% is
expected to come from higher cow numbers and 12% from gradual
improvements in yields. Lower hay, grain and water allocation prices
will support herd rebuilding and the recovery of the Australian milk
pool.

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

Opportunities and challenges
Non-milk value-add opportunities

Dairy farms are a complex system of inputs and outputs, and many
diverse inputs are used to produce dairy cows and milk. The cost-price
squeeze of the recent drought has provided an incentive to revisit
options for using secondary products. For example, rearing bobby
calves is costly, but some farms have increased the value of their
bobby calves through crossbreeding with meat breeds. Wagyu-cross
calves in particular, are worth much more than standard bobby calves
of the same age. However, this requires careful breeding management
to secure replacement females for future years and to produce calves
for dairy meat.

Potential risks in milk powder market

High milk production and food service shutdowns in China have led to
large volumes of milk being dried into powders. Inventories of whole
56
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milk powder in China are growing at a time when consumer demand is
uncertain, and consumers could easily substitute away from highquality imports towards cheaper domestic products. However, the
preference for high-quality imported whole milk and skim milk
powders has remained strong due to ongoing concerns over domestic
food safety and regulation. China's domestic stockpiles are unlikely to
be consumed in the short term. This will constrain rises in whole milk
powder prices into the medium term.
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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 s

2020–21 f

% change

’000
L/cow

1,376
6,389

1,370
6,412

1,400
6,432

2.2
0.3

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
3,387

9,004
2,532
6,473
66.0
400
46.0
170
47.9
3,211

2.5
1.3
3.0
1.5
2.6
2.2
3.0
-8.6
-5.2

US$/t
5,144
4,456
3,746
-15.9
US$/t
4,075
4,210
3,850
-8.6
US$/t
2,298
2,746
2,521
-8.2
US$/t
3,190
3,321
2,867
-13.7
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. s ABARES estimate.
Sources: ABARES; ABS; Dairy Australia
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Abbreviations
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

Australian Bureau of Statistics

Australian Capital Territory

Australian Fisheries Management Authority

ANZSIC Australian and New Zealand Standard Industrial Classification

CBA

Commonwealth Bank of Australia

c

CIS
cif

carcase weight

DAWR

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

DM

deutschmark

EMI

Eastern Market Indicator

doi

ECU

billion (Australian)

FAO

59

Dairy Australia

Department of Foreign Affairs and Trade

b

Bureau of Agricultural Economics (now ABARES)

Chicago Mercantile Exchange - Chicago Board of Trade

DFAT

EU

BAE

cost, insurance and freight

cw

Australian Sugar Milling Council
Australian Wool Exchange

Commonwealth of Independent States

Chemical Lean

ASMC

AWEX

cent (Australian)

CL

DA

dollar (Australian)

ABARES Australian Bureau of Agricultural and Resource Economics and Sciences
ABS

Bureau of Rural Sciences (now ABARES)

CME

yen

Australian Bureau of Agricultural and Resource Economics

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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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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